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Our online reporting suite

ONLINE ANNUAL REPORT & APP CORPORATE WEBSITE

For an anline version of our annual report and For more information on 31s business
accounts, visit its portfolio and the latest news please visit
-4 reports 3igroup com -~ www 3) com

This report 1s also available as anPad app To be kept up-to-date with 315 latest financial
You can download from the App Store at news and press releases, sign up for alerts at
s reports 3igroup com/ipad 4 www 3t com/investor-relations
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Disclaimer
The Annual report and accounts have been prepared solely to provide information to shareholders They should
nat be relied on by any other party or for any other purpose

The Strategic report on pages 4 to 45 the Directors report on pages 46 to &4 and the Directors remuneration
report on pages 72 to 81 have been drawn up and presented in accordance with and in relance upon English
cornpany law and the liabiliies of the Directors in connection with those reports shall be subject to the bmitations
and restrictions provided by that law

This Annual repert may contain staternents about the future inclugding certain statements about the future gutlook
for 31 Group plc and its subsichanies {"31") These are not guarantees of future performance and will not be updated
Although we believe our expectations are based on reasonable assumptions any statements about the future
outlook may be influenced by factors that could cause actuat outcomes and results to be matenally differant
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OYERVIEW

Performance highlights

FOR THE YEAR TO 31 MARCH 2015

The financial data presented in the Overview and Strategic
report s taken from the Investment basis financial
statements The Investment basis 1s described on page 33
and the differences from, and the reconciliation to, the IFRS
Audited financial statements are detailed on pages 33 to 37

The key measures of total return and NAV are equal under

both bases
TOTAL RETURN ASSETS UNDER OPERATING CASH
ON EQUITY MANAGEMENT (“AUM"™) PROFIT
% £1 3 5b E 28m
2 O 0 . n

The strong performance across all three AUM increased by 4% to £13 5bn Cash income grew by 20% to £158m dueto

businesses generated an increase In NAV {2014 £12 9bn) as the ongoing fundraising the 12% growth in Debt Management AUM

per share to 396p (2014 348p) momenturm in Debt Management offset the net improved portfolio Income cash generation in

divestment seen in Private Equity Private Equity and dividend proceeds from 3i

Infrastructure plc {3iN7)
Dermonstrating the improved operatianal
efficiency in the business, iIncome exceeded
costs by £28m (2014 £5m)

PRIVATE EQUITY INFRASTRUCTURE DEBT MANAGEMENT

REALISATION PROCEEDS GROSS INVESTMENT RETURN AUM RAISED

m % £ 2 4b
E 8 31 2 O 0 . N

CASH INVESTED CASH INCOME FEE INCOME

Good investment returns of 24% were driven Gross investment return of £96m benefited Active fundraising with six new CLOs closed

by strong earnings growth and realisations trom a iotal shareholder return of 25% a €250m first close on our European Midgle-

which generated a 27% uplift over opening delivered by 3iN which was driven by the sate Market Loan Fund and a turther $78m of

value (excluding refinancings) of Eversholt Rall and value uplifts across the AUM added to our US Senior Loan fund

Core infrastructure portfolio

We continued to Invest selectively focused Fee income improved by 6% to £34m

on our core sectors and expertise and AUM growth and strong investment {2014 £32m} following the 12% growth
comrutted £369m, of which £328m was performance led to a 4% increase 1n advisory n AUM
in four new investments fee and dividend cash income to E47m

/o READ MORE
about our financial performance
in the Financial review on page 21
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Excellent progress and strong results

CHAIRMAN'S STATEMENT

“2015 has been another good
year and 3i continues to make

excellent progress against its image removed

strategic plan.”

Sir Adrian Montague
Chairman

MIIAHIA0 I

When ljoined 31in 2010, | believed that it
was fundamentally a strong business
which had not recovered purpose and
direction since the financial crnisis The
appointment of Simon Borrows as Chief
Executive in 2012, and the subsequent
strategic review, resulted in a clear set

of objectives designed to enabte 31 to
generate long-term value through the
economic cycle 31 has focused back to its
core sectors and geographies, underpinned
by a strengthened investment process
and by a disciplined approach to cost
management | am pleased to report that
Stmon and his management team have
made excellent progress against these
objectives and the 31 of today 1s a more
resilient and high performing operation

PERFORMANCE

In 2015 all three businesses contributed to the good
performance Aganst an unstable macro-economic
environment and geo-political landscape we generated
strong realisations of £841 mullion (2014 £4677 million)
We added four new companies to our Private Equity
portfolio with total cash invested of £34% million

(2014 £276 rmllion) With significant levels of capital
searching for good investment and returns as well as
the continuation of central bank measures such as
quantitative easing we have invesied selectively We have
focused on comparies where our sector expertise and
international experience ¢an generate enhanced returns
Our Infrastructure business performed well and our
holding in 31 Infrastructure ple delivered a 25% total
shareholder return its strongest annual return since

its IPO i 2007 Debt Management benefited from a very
good year of fund raising i 1its CLO funds and n an
important diversification, lavnched a €250 million
European Middle Market Loan fund

DIVIDEND

The Board has declared a total dividend of 20 Op (2014

20 0p) for 2015 This1s made up of an 8 1p base dividend
and an 11 9p additignal dividend making a total of 20 Op for
the year after takung into account the interim dividenc paid
in January 2015 Due te net divestment in the year and our
robust balance sheet we have proposed an additional
dividend above the top end of our 19% - 20% distribution
range, equivalent to 23% of gross reatised proceeds
Subject to shareholder approval we will pay the finat
dividend of 16 Op (2014 13 3p} in July 2015

QUTLOOK

We remain cautious about the current envircnment

Many financial markets are at or near all time highs and
currencies are subject to increased volatiity We are
focused on enhancing the vatue of our existing investment
portfolio as well as pursuing investment apportunities if
the strategic and financial case is strong

BOARD CHANGES

| will be stepping down as Chairman after the AGM in June
2015 The Board has announced that Simon Thompson
will succeed me as Chairman Simon ts an expernenced
FTSE 100 charman and non-executive director He joined
the Board in April and will take over from me in June It
has been a great privilege to serve in the rele of Chairman
over the last five years as 3t has progressively recovered
Its poise and | 2m confident that, in iis 70th year, | am
leaving the Group In very capable hands

Iwish 31, 1its employees mvestors and all of its
stakeholders every success for the future

Signature removed

Sir Adrian Montague
Chairman

20.0p

pershare
of total
dividend

8]
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READ MORE

about our [

perfermance
in the financial
review on page 21
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Delivering our strategic plan

CHIEF EXECUTIVE'S REVIEW

“This has been a strong year for 3i with all
three of our businesses performing well.

We have reshaped our business model
and our shareholders are benefiting from
attractive returns and dividends. We look

forward with confidence.”

Simon Borrows
Chief Executive

Image removed

INTRODUCTION

We are now at the end of our three-year
restructuring and have met or exceeded
all of the priorities set out in our scorecard
Since 2012, we have made considerable
progress by streamliming and refocusing
31 into a more resilient business capable
of generating long-term value through the
economic cycle Thisis reflected in this
year's strong performance and good
progress against all of the Group's KPls
over the last three years

This year s financial results build on the momentum
established last year 3i generated a total shareholder
return of 27% compared to 6% for the FTSE 100 All three
of our businesses performed well and contributed to the
Group s total return on shareholders funds of 20% (2014
16%) and 14% increase n NAV per share to 3%6p (31 March
| 2014 348p) The strong performance was achieved

| despite sigmificant fareign exchange headwinds wath the

euro alone depreciating by 13% against sterling reducing
the NAV per share by 12 pence

HOW WE PERFORMED IN THE YEAR

Private Equity had another very successful year ~D
generating & gross investment return of £71%9 million, ANNUAL
or 24% on opening value (2014 £447 million, 24%)

Thss reflected strong earnings growth and a flow of RESULTS
realisations ahead of our expectations at this time WEBCAST

last year Earnings growth of 19% was driven by our
larger assets such as Action Elernent and Basic-Fit
and a significant reduction in investments with
declining earmings

3 com/investor-
relations/results-
reports/results-
presentatrons

During the year, our Private Equity team generated

total proceeds of £831 million {2014 £669 million} from
realisations These included £155 midlion returned as a
result of refinancings (2014 £59 milbion} Favourable debt
markets have allowed us to enhance capital structures
and introduce higher leverage in a number of our best
perforrrung and highly cash generative assets Despite
this average debt to EBITDA within the portfolic remained
stable at 31x (2014 31x) Proceeds from refinancings

are generally returned as a repayment of shareholder
loans and do not usually generate a profit over value
Excluding refinancings, we realised profits of £144 million
over opening valuation an gverall uplift of 27% from a
combination of asset sales and IPOs (2014 £190 mullion
45%) including sales of Hilite at 2 1x and Vedici at 2 0x
onginal cost

In particular the sustained constructive market backdrop
for realisations has meant that we have made very good
progress i selling some of our smaller more challenged
investments and the number of porticlio companies has
reduced to 69 at 31 March 2015 (31 March 2014 81)

The sale of Azelis signed in February 2015 and completed
In May 2015, 1s an exceltent exampte of the polential for
recovery when we are able to focus on more intensive
asset management Over the last few years we have
changed the Chairman and management at Azelis

and agreed a new plan and financial structure

which has underpinned its successful recovery and exit
We recogmised £40 million of value growth 1n the year
against an openeng value of £26 mullion at 31 March 2014

31 Group Annual report and accounts 2015
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STRATEGIC REPORT
Chief Executive's review continued

In strong equity markets, we have also had the opporturuty
to (PO investments such as Eltel, Refresco and Phibro

We generated £273 mullion in proceeds from guoted equity
sales at or post IPO Strong performance from our quoted
pertfolio including prier istings such as Quintiles has
meant that the Private Equity quoted portfolio generated
E177 million in value growth and reahised

profits of 49% on the opening value

Notwithstanding the strong overatl performance our
portfolioc companies are not immune to wider macro
1ssues and we had to reduce the value of one investment
materially during the course of the year Inspecta which
had been impacted by the econoric environment in
Finland and Russia declined in value by £32 mullion during
the year We announced the sale of Inspecta in April 2015
and expect it to complete in the first half of FY2014

with proceeds in line with our 31 March 2015 valuation

Although we have continued to be net divestors we have
rmaintaned the nvestment momentum started in FY2014
Our approach remains selective, as the availability of
competing capital can quickly move prices outside our
target returns However our sector and market expertise
has continued to deliver attractive opportunities during the
year We invested in two US headquartered businesses

Q Holding and Dynatect, and a UK business Aspen Pumps
which have ambitious plans to grow internationally
Together with our Eurofund Vinvestors we also invested
in Christ a German-based jewellery retaiter alongside gur
existing investment in Amor Buring the year our portfolio
companies made over 20 acquisiions representing a
combined enterprise vatue of over €400 million funded
almost entirely out of the companies own finances These
acguisitions are an important part of building the strategtc
value of our portfollo companies inctuding delivering their
infernational growth potential In total we made cash
investments of £457 million of which £369 millien was
35 proprietary capital (2014 £372 mitlion £276 mullion}

We continue to review a wide number of opportunities but
many are not pursued if we judge that the sale price 1s
likely to move beyond where we see value

Qur longer term hold investments now account for
approximnately 50% of our portfolio vatue and their strong
performance, together wath realisations has led to
material improvement in Eurcfund V and the Growth
Capital Fund with multiples of 1 4x and 1 7x of invested
capital respectively (31 March 2014 11x 1 3x respectively)

Infrastructure had a good year as gross investment return
increased to £946 mullion, or 20% (2014 £2 millon 0%) The
European portfolio continued to perform well and the
dividends and advisory fees from 3iN generated a good
tevel of cash income for the Group

3N s total shareholder return was 25% in the year
follewing the highly successiul sale of its hotding in
Eversholt Rail This transaction demonstrates how
competitive the environment for large Evropean Core
infrastructure investments has become as sovereign
wealth and pension funds increase their investment
appetite in the face of prelonged low tnterest rates The
team achieved a good level of new investment for JIN
with £114 milbon of totat investment commitments in the
year (2014 £80 million} The Infrastructure team used its
expertise gained through an existing investment in
Qystercatcher and its strong relatienship with Qiltanking
to invest €107 millicn in two oil storage facitibies in the
Netherlands and Belgium The team also completed five
PPP deals committing a total of £37 million

3IN has a portfolio of high quality Core infrastructure
assets and this 1s reflected in significant increases in value
n addition to Eversholt Rail Core infrastructure accounted
for 83% of 3N s total investments at 31 March 2015

31 has recognised £30 mitlion of advisory and
management fees (2014 £24 mdlion) and £65 million of
nerformance fees during the period {2014 nil) £35 mullion
of these fees was accrued as carry payable to the
nvestment tearm (2014 nil} This carry will be paid out to
the team over a number of years

The more favourable credit markets ensured that

Debt Management had a good year of fundrasing,
launching six CLOs in Eurcpe and North America and
increasing AUM by 12% to £7 2 billion {31 March 2014

£6 5 bitlion} The team also launched a European Middie
Market Loan Fund with an investment mandate that
permits a wider range of investments, typically investing in
smaller businesses than CLOs In the US our Senicr Loan
Fund passed the $100 millon milestone which has created
more investor interest in the product Both initiatives were
important steps in diversifying the business beyond CLOs
and generating additional fee income In total Debt
Management recognised fee income of £34 million in
FY2015 {2014 £32 mullion) as new fundraising offset the
effect of the run-off of older funds

The CLO markets are subject to increased regulatory
change Regulators in Europe have mandated that CLO
managers hald a mimmum amount of capital nvestments
in their products The US market has introduced a sinmlar
prachice although the corresponding legislation does not
come into farce until December 2016 3115 well placed to
comply with these changes given its propreetary capitat

31 suppoerted the development of the business and invested
£79 mullion in new CLOs in the year {2014 £40 millon)
These equity investments generate a good cash yield
which together with the fee income 1s an important
component of our operating cash profit

31 Group Annual report and accounts 2015




In 2012 we were operating with a substantal annual
operating cash loss and as this was dituting capital
returns to investors we set a KPl to achieve an

operating cash profit We undertook a signuificant
transformation programme focusing on recurring fee
income and operatronal efficiencies and as a result in
FY2014 we recorded a first annual profit of £5 million
This measure impraved sigrificantly to £28 million

i FY2015 All of the businesses have contributed to
ncreased cash income wath additional fundraising in

Debt Management and strong pertfolio income from
Prwvate Equity and infrastructure Operating expenses
also dechined in FY2015 to £131 rrullion or 1 0% of AUM
{2014 £136 milbon 10%) These costs included £12 miltion
relating to acqursitions made since 2012 and £1 mullion

of restructuring cosis {2014 £6 million E9 million)

To reflect increased activity levels we have recrutied

to support origination in beth Private Equity and
Infrastructure and fundraising in Debt Management

The Group has also now launched a Graduate Programme
and wilt welcame its first graduates in the Autumn
tooking forward further cost efficiencies are not expected
and expenses will increase margmnally as the businesses
continue to grow

Maintaiming the profitability of the combined fund
management platform 15 a key compenent of aperating
cash profit This measure improved in the year as Debt
Management s fundraising offset the expected decline in
Private Equity fees as a result of its strong realisations
Actual fund management profit grew strongly to

£26 millien, with a margin of 21% (2014 £19 mullion 15%)
Underlying profit after restructuring and acquisition costs,
was stable at £33 million with a margm of 26% (2014

£33 million 24%)

Reilecting our confidence in the future growth and cash
generaticn capacity of the business, we have announced a
final dividend ahead of our established guidance We
propose to pay a total dividend for the year of 20 pence per
share (2014 20 pence per share) This results in a final
dindend for 2015 of 14 Op subject to shareholder approval

Our financial performance 1s reviewed in more detail on
pages 21 to 32

WHAT WE HAVE ACHIEVED IN THE LAST
THREE YEARS

To strengthen 31 both commercially and financially

our emphasis has been on asset management, cash
generation cost control and fund management margins
We have now completed our transformation programme
and our performance against our June 2012 objectives
15 summansed on the page overteaf and detailed below

The six asset management initiatives were an essentiat
part of the strategic plan as Private Equityss, and will
continue to be, the biggest cantributar to value growth for
the Group Since 2012 we have rebalanced the Private
Equity business selling off non-core or underperforming
assets and refocusing on @ smaller number of high growth
middle-market companies Over the longer term we aim to
have a portfalio of fewer than 40 investments and to date
we have made very good progress The number of assets
has reduced to 65 at 31 March 2015 {31 March 2012 124}
and 89% of assets by value are now held In our core
geographies of nerthern Europe and North America

{31 March 2012 77%) The improvement n asset
management s also produging quantfiable results
Unrealised value grewth over the last three years has
prinopatly been driven by earnings which have improved
to 19% in 2015 (2012 9%) This was driven by excellent
performance n our largest assets and a material
reduction in smaller and non-core assets with negative
earnings growth 22% of the portfolio by value at 31 March
2012 had negative earnings growth cormpared to 7% at

31 March 2015 Early indications on the new investments
made since 2012 are very promising

LH0d3Y JI9ILVHLS I

This stranger portfolio of assets was valued at an average
of 10 5x EBITDA (post discount) at 31 March 2015
compared to 14 6x EBITDA for the FTSE 250

The Group s AUM has increased by 9% per annum to

£13 5 billion at 31 March 2015 {31 March 2012 £105 hillion)
predemunantly driven by Infrastructure and Debt
Managerment Infrastructure acquired a PPP platform in
2013 whichis delivering deal flow to 3N and Debt
Management expanded in the US via an acquisition i 2012
Debt Management in particular, has successfully raised
new funds in both Europe and the US in the last two years

A critical part of our strategic plan was to reduce the
operating cost base in order to use shareholders capital
for distribution or reinvestment Against a March 2012
run-rate cost base of £185 milbon we achieved savings of
£70 rmullion and reduced costs to 1 0% of AUM (2012 1 6%)
Headcount reduced by 45% to 240 at 31 March 2015,
excluding acquisiions and 276 including acquisibons

{31 March 2012 435}

31 Group Annual report and accounts 2015 07
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STRATEGIC REPORT

Chief Executive's review continued

The scorecard below reports on our achtevements against the
objectives set following the Chief Executive’s strategic review as
announced in June 2012

315 totat shareholder return between 28 June 2012 and 31 March 2015 significantly outperformed benchmarks

Graphic removed

ACHIEVEMENTS AGAINST 2012 OBJECTIVES

1

Createaleaner
organisation
with a cost
base more
closely aligned
withits income

Achieved E70m of ongoing
savings by March 2015
compared to onginal
£40m target

Headcount reduced by 37%
to 274 at 31 March 2015
ncluding 36 from new
acquIsitions

Actual costs including
acquisitions were E131m
1 FY2015 (2012 £130m)
representing 10% of AUM
12012 146%)

2

improve
consistency
and discipline
of investment
processes
and asset
management
approach

Monthly dashboard
rmoritaring of performance
across the Private Equity
portfolio

Detailed exit strategy n
place for every asset
Controls inplace to
minimise risk of over
investment at the top of
the cycle

Sigruficant tmprovement in
overall portfolio
performance with earnings
growth of 19% in FY2015
2012 9%)

3

Re-focus

and re-shape
the Private
Equity business

Closed exght offices and
refocused actraty in
northern Eurcpe and
North America

Selective recrutment to
support future investment
acimity

Number of portfoiio
compantes reduced from
124 at 31 March 2012 to 65
at 31 Margh 2015 with a
particular focus on realising
lower valug and
underperfarming assets
Eight new investments in

Germany Benelux US and
UK since 2012

/,

Grow third-
party AUM
and income

AUM up to £13 5bn (2012
£105bn) representing a
9% CAGR

Platform acquistions

in US Debt Managemeant
and Eurcpean
Infrastructure added

£2 8bn of AUM

£3 5bn of new funds raised
in last 18 months

0

Materally
reduce gross
debtand
funding costs

Gross debt of £815m at

31 March 2015 halved fram
E14623m at 31 March 2012
Gross interest costs
reduced by 52% to £49m
18% below the target of
£60m {2012 £103m)

RCF refinanced and term
extended to at least 2019

Nit gearing at 31 March
2015 (2012 18%)

J Group Annual report ang accounts 2015




In 2012 we set cut a target capital allocation model to
rebatance returns to our investors Qver the last three
years we have generated £2 124 million of realisation
proceeds, invested £766 milbion in new Private Equity
investrments and £189 million to support Debt
Management fundraising Following the reduction of gross
debt of £542 milion we mitiated an enhanced shareholder
distribution policy tn July 2013 Including the proposed final
dwidend for this year we will have returned £506 million
of dvidends to shareholders whilst reaching a net cash
position and mantaining a robust balance sheet to support
longer term net asset growth

At the end of our three-year restructuring, the Group
has three diverse but complementary businesses
underpinned by the expertise of our people and
differentiated by our selective iInvesiment approach
and disciplined focus on returns

OUR BUSINESS TODAY

Today 3 offers a differentiated and attractive value
proposition By combiming propnietary capital investing
and the management of third-party capitat our business
model generates capital returns and recurring fund
management income 311s the largest single investor inits
Private Equity and Infrastructure funds and this ensures
that the interests of our shareholders our fund investors
and co-investors are aligned It also enables us to retain
a material share of the “alpha-generating” returns from
mid-market private equity and infrastructure investing
Recurring management fee income contributes to the
financial resilience of the business and eliminates the
capital diluton caused by the costs of running the
business Capital growth and regular dvidends evidence
our progress and provide long-term value for qur
shareholders

In Private Equity cur strong international network of
local investment teams and proven ability to develop
businesses internationally allows us to build credibility
with management and vendors Qur proprietary capiial
affords us flexibibity and speed which differentiates our
competitive position

Combrring our focus on driving eperational excellence
within our portfolto companies and an institutional
approach to the process of investment management
supports our sirategic objective to achieve our target of
at least 2x pur money invested over three to five years

Monetary policy across the developed woarld has led

to an abundance of equity and debt capital chasing

a imited supply of investment opportunities Sothe
principal constraint on our activity 1s investment
opportunity at sensible prices We expect to invest

in four to seven new Investments a year and commut
€500 - £750 milion But we will only do this if investments
meet our demanding strategic and financial criteria
Given the strength of the Group's financial position

and the scale of potential investment, we intend to fund
this activity principally from proprietary capital

As a result, we have decided not te imtiate a new
third-party fundraising in the short tg medium term
notwithstanding cur improved performance

The irmpact of central bank intervention on sovereign
wealth and pension fund managers appetite for
infrastructure nvesting i1s expected to persist Although
the Infrastructure team 1s actively participating in brdding
processes our prionty as investment adviserto JIN 1s to
maintain a disciplined apprgach to new invesiments

The team continues to moniter and review opportunities in
adjacent markets including new sectors and geographies
In the meantime, significant value growth tn the existing
portfolio 1s supporting 3IN s NAV appreciation and the
business will continue to be an important contributor

to aur fund management proftability and to aperating
cash profit

QOur Debt Management business i1s principally a fund
management platferm its calls on 31 s proprietary capital
are imited to regulatory requirements and seed capital for
new product development Arded by the positive market
conditions throughout FY2014 and FY2015 our US and
European teams were very successful in raising new
funds We expect this general environment to persist as
banks conbinue to actively manage their lending exposures
by syndicating assets to alternative funds such as CLOs
The current appetite for yield 1s also supportive for cur
new product offerings such as the European Midile
Market Loan Fund and the US Senior Loan Fund

OUTLOCK

3ns demonstrably a more resilient business both
commercially and financially, than it was when we started
the restructuring three years ago The focus we have
placed on embedding institutional quality investment
management processes throughout the businesses and
our ongaing cost discipline has generated real results

We are confident that this, along with the expertise and
integnity of our people, will underpin our aim to generate
attractive sharehelder returns through the cycle

None of this progress would have been possible without
the dedicabon and hard work of the 31 team | would like
to thank them for their application and good work over the
period to bring 31 back to today s healthy position | would
also ke to take this opportunity to thank Sir Adrnian
Montague our departing Charman He has been a
pleasure to work with gver the last three years and he
has revamped our Board in hine wath the restructuring

of the Group

We look to the future with confidence in the knowtedge
that there 1s still much more to achieve at 3

Signature removed

Simon Borrows
Chief Executive

3 Group Annual report and accounts 2015
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STRATEGIC REPORT

Our Business model

3115 a teading international Investment manager focused on
mid-market Private Equity, Infrastructure and Debt Management

Qur core investment markets are northern Europe and

North America

capital, differentiates our investrnent proposition

for our investors through the economic cycle
Grow investment portfolio earnings

+ Realise iInvestments at good uplifts to book
value and strong cash-on-cash multiples

Generate a sustainable annual operating
'=|']=' profit from our Fund Management
activities

+ Utiise our strong balance sheet

+ Increase shareholder distributions
through our enhanced distribution policy

3I's sector and market expertise, combined with our proprietary and third-party

Our efficient institutional investment platform ensures value creation is not diluted
and returns can be distributed to shareholders or reinvested In new assets

By compounding returns on reinvested capital, we are capable of generating value

Increase the underlying value
of our Investment portfolio

Demonstrate the value of our
existing investment portfolio
and enhance our P/NAV rating

Generate additional value beyond
the value of our Proprietary
Capital investments

Invest in further value-creating
growth opportunities across
our business lines

Greater capital efficiency,
focus on shareholder value
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What we do

3r's investment capability across three complementary businesses
underpins 1ts business model and strategy

Private Equity Infrastructure Debt Management

Graphic Graphic Graphic Graphic Graphic Graphic

removed removed removed removed removed remeved
Expertise Expertise Expertise

® Majerity investments in rmid-market
companies with an enterprise value
of £100m-€500m at investment

m Specialist nvestors in Business
Services Consumer and Industrials

m Driving international growth

Investment and return objectives

m ¢ €500m-€750m pa n 4-7 new
Investments

» Portfolio of fewer than 40
Investments

®» 2x Money Multrple over 3-5 years

Private Equity employs the majority
of 31s proprietary capital

By laveraging its extensive network and
sector expertise our Private Equity
business Is capable of generating
material iInvestment returns from good
origination asset management and
well planned exits

m Focus on Core economic
infrastructure Public Private
Partnerships { PPP ) and low
risk energy

Investment and return objectives
m New investment to grow 3iIN

® Assess oppartunibies to invest
or manage third-party funds in
adjacent markets

=» Longer term raise new third
party funds

Infrastructure 1s increasingly a
third-party fund management
bustness, advising 3IN on oniginating
and investing in Core infrastructure and
PPP opportunities, and managing
funds focused on PPP and India

Our returns include advtsory and
management fees received plus
capital returns and income from our
34% stake in 3IN

Investment and return objectives

We receive capital return and portfotio

Investor in senior secured loans

Specialises in the management
of CLOs and atso offers alternative
risk/return products

Centinue te grow third-party AUM
and fee income through the
1ssuance of CLOs

Leverage platform to broaden
the product offering and
mprove margins

Debt Management 1s the primary
driver of gur third-party fund
rmanagement business, generating
management and performance
fee iIncome

We comrmut proprietary capital to
meet regulatory requirements or
support new product development

income an this investment

An efficient investment platform and capital model generating
matenial shareholder distributions and proceeds for reinvestment

31 Group Annual report and accounts 2015

11

180434 J1931VHLS |



STRATEGIC REPORT

How we performed

KEY PERFORMANCE INDICATORS

GROSS INVESTMENT
RETURN ( GIR )

NET ASSET
VALUE ("NAV")

TOTAL SHAREHOLDER
RETURN ("TSR")

Graphic removed

Graphic removed

Graphic removed

Ratonale
GIR 15 how we measure the performance
of praprietary investments portfalio

Rationale

NAV 1s 2 measure of the fair value of cur
proprietary investments after the net costs
of operating the business

Rationale

TSR measures the return to our
shareholders threugh the change in
share price and dividends paid during

the period
2015 progress 2015 progress 2015 progress
m Strong Private Equity performance 8 Good progressicn in NAV per share & TSR of 27% reflecting an increase in

demonstrates the benefits of the asset
management impraovement initiatives

® Good flow of Private Equity realisations
delivered realised profits over opening
value of E144m representing an uplift
of 27% {excluding refinancings)

® Value uplifts and realisations from the
European infrastructure portfolio led to
a material increase in the value of 3IN

s Negative foreign exchange mevements

to 396p, up 14% over the year

Strong Private Equity and Infrastructure
GIR the primary contributcrs to 48p
NAV growth

Sterling materally strengthened against
the euro in the year offset by its
weakening against the US dollar
resulting in a net translation loss of
£114m on net assets i the year which
reduced NAV by 12p

share price from 398p at close 28 March
2014 to 482p at close 31 March 2015

the final FY2014 dwdend of 13 3p paid
in July 2014 and the intenim FY2015
dividend of 6 Gp paid in January 2015
Good flow of realisations and strong
balance sheet resulted in proposed
addittonal dividend of 119p per share
for the year over base annual dividend
of 8 1p per share bringing the total for

in the year of £154m on our investment FY2015 to 20 Op per share
portfolio

Key risks Key risks Key risks

m invesiment rate or quality of w G20 political and economic uncertainty » Lower NAV due to iInvestment

investments 1s lower than expected

m Subdued M&A activity and high pricing
in 31 s core markets could impact the
timing of exits cash returns and
Investments

s QOperational underperformance
of portfolio companies impacting
earnings growth and valuations

a Fallure to invest in peopte to support
our activities

affects 3is core markets, impacts
valuations and increases foreign
exchange volatility

Unplanned ingcrease in cost base
€q due to regulatory changes

underperformance or political and
ecanomic uncertainty

Volatility in equity markets

The appeal of cur business model
Regulatory or legal change materially
affecting one or more of the Groups
businesses
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READ MORE
on Principal Risks please see page 38

For further inforrmation on Executive
Directors remuneration please see page 72

ASSETS UNDER MANAGEMENT
(*AUM")

UNDERLYING FUND
MANAGEMENT

OPERATING CASH
PROFIT/{LOSS)

Graphic removed

Graphic removed
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Rationale

AUM forms the basis on which
management fee income 15 generated
For funds out of their reinvestment period
this 1s measured at residual cost

Rationale

Underlying Fund Management profit allows
us to assess the performance of our Fund
Management business

Rationale

Covering the annual cost of runnuing our
business with the annual cash iIncome
eliminates capital return dilution

2015 progress

m Total AUM grew by 4% to £13 5bn

a Growth in third-party AUM to £10 2bn
(75% of total AUM}

s New funds raised in the year included
six new CLOs and the first close of a
€250m European Middle Market Loan
Fund which offset the effect of Private
Equity realisations and the nermal
attrition in Debt Management as
funds mature

® Proprietary Capital AUM stable at £3 3bn
as the good flow of Private Equity
realisations argely replaced with
new Investments

2015 progress

= Underlying Fund Management profit
remained stable at £33m in the year
as reduced fees from Private Equity
were offset by growth in fees from
Debt Management and Infrastructure

® Divestment activity led to a reduction of
8% w Private Equity AUM and a
reduction in otal fee income {inctuding
synthetic fee) of 14%

®m Infrastructure fee income increased by
25% as we recognised a full year of
tncome from the BIFM PPP funds

m Debt Management AUM increased by
12% and fee income icreased by 6%

2015 progress

m QOperating cash profitimproved

significantly to £28m I
m Good cash ncome generated by the

Private Equity porifohio and increased

AUM in Debt Management and

Infrastructure funds
®» Further enhanced the Groups

aperational efficiency following the cost

reduction programme imbated in 2012

Key risks

a Portfolio performance 1s
weak or impacted by a legal
macroeconomic/poltical
cendibions and/or regulatory event

8 Regulatory change limits 31 5 abtlity
to raise third-party caputal

Key risks

a G20 political and ecanomic uncertainty
affects investment oppertunity ar
fundraising appetite

8 Adverse fluctuations in financial
markets impact our fee-based
businesses

» Regulatory change adds to 3t s cost base

Key risks

® Portfolio performance and therefare
portfolio iIncome Is weak due to
operational underperformance

» Unplanned increase in cost base
eg due to regulatory changes
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Business
review

This business review reports on the activity of each of our businesses
Financial performance 1s summarised in the Chief Executive’'s review
and reported in detail In the Financial review

image removed
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Private Equity

BUSINESS LINES

“A strong performance across

all aspects of the business,

including £457 million of
investment.”

Alan Giddins and Menne Antal
Managing Partners and Co-heads of Private Equity

Image removed

Image removed

Private Equity I1s the largest contributor
to the Proprietary Capital returns,
accounting for 81% of the Proprietary
Capital portfolio at 31 March 2015

(31 March 2014 82%) The portfolio's
performance was strong in the year,
driven by growth of 19% in earnings
and good realisations, through sales and
IPOs as well as refinancings The gross
Investment return was £719 million for
the year, or 24% an the opening portfolio
(2014 £647 million, 24%)

INVESTMENT ACTIVITY

We increased the amount of investment m the year and
completed four new transacticns In total £457 million was
invested including £369 million of 3is Proprietary Capital
{2014 three £372 million £276 miltion)

Each new investment demonstrates our origination and
investment execution strengths We invested in Q Holding
and Dynatect which are both leading US headguartered
industrial businesses with clear strategies to accelerate
their growth internationally Qur sector focus and proven
experience in achieving international growth and

diversification, recently demonstrated by Mold-Masters
and Hilite, were impartant as key different:ators against
competing US private equity firms for both investments

We also invested in Christ a German-based jewellery
retailer and Aspen Pumps, a UK-based specialist
manufacturer of condensate removal pumps Christ was
acquired through Eurafund V zlongside our investment in
Amor We had followed Christ as a potential target since
late 2012 This positioned us weil when the process
started, allowing us to move gquickly and secure the
investment Similarly we had followed Aspen since early
2014 allowing us to develop a good understanding of the
business and broader market environment as well as build
relationships with management which gave us good
insight when 3 sales process was initiated

In June 2014, we took the apportunity to purchase a small
additional stake in Eurofund V at the 31 March 2014 NAY
adjusted for cash flows, which further increased our
expesure to investments we know well

An important part of bullding the strategic value of our
pertfolio companies, including achieving international
expansion, Is an active acquisthon pregramme Qur
portfolio companies made over 20 acquisitions in the year
with 3 combined enterprise value of over €400 million
primarily funded from the companies own cash and
banking facibties

Table 1 Private Equity cash investment in the year to 31 March 215

Proprietary
Proprietary  capiialvalue
Total capital at 31 March
investrent investment 2015
Investment Type Business description Date Em Em Em
Christ Nevw! Jewellery and watch retailer inGermany  December 2014 173 99 168
Q Helding New Manufacturer of specialist moulded December 2014 102 100 109
rubber and silicone campaonents
Dynatect New Manufacturer of engineered mission September 2014 &b 65 7
critical pretective equipment
Aspen New Manufacturer of condensate removal February 2035 45 1 b4
pumps
EFV stake Further Acquisition of LP stake tn Eurofund V June 2014 27 27 n/a
Other? Further nfa 24 14 nfa
Total 457 369

1 Christ was acquired alongside Amor as a follow on investment for Eurofund V and 15 now recorded as a single investment "Amor/Christ”

The vatue in the table above includes Ameor

2 Other includes further investment to support the portfolio including acquisinen funding ¢ working captal

81%

of Proprietary
Capital

£719m

gross
Investment
return 24%on
opening portfolio
value

E4D7m

Propretary
andthird-party
capitalinvested

3 Group Annuat report and accounts 2015
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Private Equity continued

REALISATIONS ACTIVITY

Realisations refinancings and (POs generated £831 million
of proceeds during the year Excluding refinancings of
£155 mullion, this represented an uplift over opening value
of £144 rillion or 27% {2014 £190 million 45%) The uplift
was lower than the prior year due to a number of
investments being valued on an imminent sales basis at

31 March 2014 Proceeds from refinancings are

usually recognised primarily as a repayment of
shareholder loans with muinimal uplifts as a result

In addition te the number of notable larger exits and IPOs
we continued to sell smaller and non-core assets At

31 March 2015, there were 45 invesiments in the Private
Equity portfolio down from 81 at 31 March 2014 tn the
longer {erm we expect to hold a portfolio of fewer than 40
Private Equity nvestments

Table 2 details the Private Equity realisations activity in
the year

Table 2 Private Equity realisations in the year to 31 March 2015

31 March Upbifton
Calendar 2014 Jrealised Profit/(loss) apening Residual Maney
year value  proceeds intheyear' value' value muttiple
Investment Country invested Em Em £m % Em  overcost? IRR
Full reaisations
Hitite Germany 20m 133 151 25 20% - 21x 31%
Phibro USA 2009 93 122 27 28% - 17x 1%
Vedici France 2010 58 a3 27 48% - 20x 17%
LHI China 2008 33 40 8 25% 2 28x 18%
John Hardy Hong Kang 2007 25 25 -~ ~% 2 16x 7%
Gain Capital USA 2008 12 10 2} 7% - 09x 121%
WFC France 20m - a 10 100% - 08x 6)%
Derprocon Spain 2000 5 1 17% - 20x %
CafeyTe Spain 2006 4 [} 2 50% - 05x {71%
Cther investments  nfa na - 2 2 n/a - n/a n/a
Partal realisations
Eltel Nordic 2007 63 87 24 38% 47 0%x (1%
Foster + Partners UK 2007 b6 bb - -% 40 18x 10%
Quintiles USA 2008 25 29 4 14% 144 31x 24%
Refresco Benelux 2010 15 25 i0 5% 47 16x 1%
Other investments  n/a n/a 7 9 2 n/a 150 n/a n/a
Refinancings
Action Benelux 2m 95 113 18 19% 592 71x B0%
Element Benelux 2010 27 23 1 5% 145 30x 31%
Amor? Germany 2010 21 19 2) (10)% 55 16x 15%
Deferred
ronsideration
Other investments  n/a nia - 4 4 nfa nfa n/a nfa
Total 677 an 161 24% 1224 20x nfa

1 Cash proceeds in the year over opening value realised

2 Cash proceeds over cash invested For partial realisatiens anc refinancings 31 March 2014 value reflects the etement being dispased and

valuations of 2ny remaming investment are included 1n the multiple

3 Loss on disposal olfset by income receved

£83Tm

reatisation
proceeds
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ASSETS UNDER MANAGEMENT

AUM declined to £3 8 billtlon at 31 March 2015 (31 March
2014 E£41 bilion} as a result of net divestment activity
AUM s calculated as the criginal cost of our managed
portfolio and while this has reduced the value of the

portfolio has tncreased to £4 8 bilbon (2014 E£4 6 billien) as

a result of strong value growth

The performance of Eurofund V and the Growth Caprtal
Fund continued to improve with money mulliples at

31 March 2015 of 1 4x and 1 7x respectively (31 March
2014 11x 13x) The invesiments made in the second half
of Eurofund V post 2010 are showing a particularly

Table 3 Assets under management

strong perfarmance with a money multiple of 2 6x
at 31 March 2015 {31 March 2014 21x)

The Group 15 well placed to fund the current level of
activity from current resources and future realisations
Consequently we have no plans to initiate a new Private
Equity fundraising in the short te medium term
notwithstanding the success of the team in improving
the performance of our mast recent funds

The results of the business have been delivered by an
internatignally cohesive team further strengthened by
recrutment at associate level in the year

Fee mncome

Rernaiming 3 Gross rmoney recewved n

Oniginal Onginal 31 commiment % invested at  myltiple’ at the year

Private Eguity Close date fundsize commitment at March 2015 March 2015 March 2615 AUM £m
31 Growth Capital Fund Mar2010  €1192Zm £800m E376m 53% 17x €472m 2
31 Eurcfund ¥V Nov 2006  £5000m E2780m E118m % T4x  €2310m 1
31 Burofund IV Jun 2004  £3067m €1941m €78m %% 23x €471m -
Other Various Various Various n/a n/a nfa  E1098m -
Total Private Equity AUM £3785m 13

1 Gross money multiple is the cash returned to the fund plus rematning value as at 31 March 2015 as a multiple of cash invested

1.4x

Eurofund V
rmulbiple

1.7x

Growth Capstal
Fund multipte

3 Group Annual report and accounts 2015
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Infrastructure

BUSINESS LINES
“The business delivered a

strong result, driven by the
performance of its investment

in 3i Infrastructure plc.”

Ben Leomes and Phil White
Managing Partners and Co-heads of Infrastructure

Image removed Image removed

tnfrastructure generates returns for
Proprietary Capital, primarily through our
holding in 3N, and Fund Management
returns from advisory and management
fees from 3IN, PPP funds and the legacy
India Infrastructure fund

Infrastructure performed strongly in the year with a gross
investment return of £%6 milion or 20% on the opening
portfolio {2014 £2 rmullon 0%) The business generated
£30 mullien (20%4 £24 mithion) of advisory and
management fees across its funds and £10 million

of net performance fees {2014 nil)

INVESTMENT ADVISER TO 3i1N

In its capacity as 3iN s investment adviser; 31 advised on
six new investments including the acquisition of holdings
In two further oil storage facilities and a number of
primary PPP projects In total 3IN comrmitted £114 muillion
to new investment in 2015 (2014 £80 million)

We also advised 3IN on the exit of its holding m Eversholt
Rail one of the three leading rail rolling stock companies
in the UK Eversholt Rail was acquired by 3iIN tn December
2010 as part of a consortium In January 2015 all of the
consortium partners agreed to selithe business This
resulted in proceeds of approximately £381 millsion for 3iN,
nclusive of a £15 million dividend received by 3iN in
December 2014 This compares to a 31 March 2014
valuation of £160 million

In July 2014, 3IN s shareholders approved a number of
amendments to its Investment Advisory Agreement with
31 These included the extension of the fixed term of the
agreement for a period of four years with one years
rolling notice thereafter

Under the terms of the investment advisory agreement
3ireceived an advisory fee of £17 mullion (2014 £16 rmillion)
and a NAV-based performance fee of £45 mullion (2014

ml}, of which £34 million (2014 nil} 15 accrued as payable
to the team Actual payments will be made over a number
of years A further £1 million in performance fees payabie
to the team has been accrued as a result of performance
of other reward schemes

3iN PERFORMANCE

In addition to its role as investment adviser 31 holds a 34%
(2014 34%) stake in 3IN 3N performed strongly in the

£96m

year the share price increased by 19% to 160 pence at gross
31 March 2015 (31 March 2014 135 pence} and it delivered Investment
return

3 25% total sharehelder return in the year, the strongest
annual return since the PO in 2007

In total 31s investment in 3IN contributed £77 million of
value growth (2014 £5 mdlon) and £20 million of dividend
income in 2015 {2014 £21 mulben) This uplift was
underpinned by the exit of Eversholt Rail and value growth
across its Core infrastructure pertfolio supported by the
continued returns compression and consequent reduction
in discount rates applied

£30m

advisory and
management
fee income

ASSETS UNDER MANAGEMENT

Due to the grawth in 3iINs NAV AUM increased to

£2 5 bilhion {31 March 2014 £2 3 bilien) 3iN's strong
performance offset a small value reduction in the India
Infrastructure Fund fallowing the first realisations of
investments in the Fund and where the portfolio continues
to face a number of challenges 3is share of the Indian
portfolic 1s now valued at £64 million (2034 £79 milion)

In ine with our strategy to grow Infrastructures
cantribution to cur Fund Management profits we continue
te explore opportunities to grow AUM Qur acquisition of
BIFM in 2013 broadened the Infrastructure team s skill set
and market access and as the business grows we expect
o continue to enhance beth cur investment and support
capabilities
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Debt Management

BUSINESS LINES

“Six new CLOs and important
product diversification added

£2.4 billion of new AUM.”

Jeremy Ghose
Managing Partner and CEO 31 Debt Managernent

Image removed

Debt Management s principally a Fund
Management business which primarily
generates returns through managing
third-party capital through CLOs and other
senior debt focused funds We also
generate Proprietary Capital returns from
3r's investment in funds managed by Debt
Management Such investments are made
to support new products or for regulatory
purposes and totalled £105 millilon during
the year {2014 £41 million)

The Debt Management team had a good year of
fundraising closing six new CLOs and a new €250 mitlion
European Middle Market Loan Fund AUM grew to

£7 2 billion at the end of the year {31 March 2014

£6 5 illon) as £2 4 illion of new AUM was offset by
run-off and foreign exchange movements of £1 7 bilhon

of AUM The business generated £34 million of fee income
in the year {2014 £32 million)

FUNDRAISING ACTIVITY

In the year the team closed three CLOs in Europe and three
in the US raising a total of £2 2 bilhon new CLO AUM We
continue to operate CLO warehouse vehicles in both
Europe and the US ahead of establishing new CLO

vehicles We also held a first close of the Eurapean Middle
Market Loan Fund at €250 million entirely with third-party
funds This 1s a new fund established to invest in smaller
businesses than we typically target in the CLOs and 1s an
important diversification

The US Senior Loan Fund an cpen-ended fund pertormed
strongly and outperformed its benchmarks in the year
AUM increased to $157 mullion at 31 March 2015 (31 March
2014 $79 million}

The team was able to take advantage of strong CLO
markets and grow AUM without increasing resource tn the
year but s likely to require some incremental additional
resource for further AUM growth particularly as we look
to diversify and grow our non-CLO product offering

Table 4 details Debt Management AUM

REGULATORY ENVIRONMENT

The regulatory environment continues to evolve European
regulation now in force requires CLO sponsors or
originators te retain a 5% minimum stake 1n each CLO
raised Similar rules are being introduced in the US and
many new US CLOs are bemng structured te comply with
both the European rules and the future US rules This s
concentrating the CLO market to those managers with
access to long-term camital such as 3r butt s also giving
rise to new business models and vehicles to support
future CLOs which 31 continues to monitor

VALUATIONS AND INCOME

Debt Management generated a negative gross investment
return of £10 million {2014 £36 millon profit) primarily as
a result of an unrealised value reduction of £25 rmullion
during the year (2014 £10 million gain} As noted above
3115 required to hold at least 5% of the Eurcpean CLOs (it
manages We typically invest in the most jumor ranked
level subordinated notes which we account far as equity
given its characteristics During the year we typically
invested at or near par in the most junior ranked
subordinated notes to satisfy the 5% holding requiresment
In most cases third-party investors have invested at a
discount to 3i s investment which sets an external
reference point for valuation This resulted in a fair value
reduction of £5 million in the year Value alsc reduced as a
result of strang distributions from the CLO pertfolio

£16 rulbion of income was recognised Finally in our older
European CLOs and Palace Street 1, there were a small
numnber of undertying assets that were restructured in the
year, contributing to value losses

The performance of all of the CLOs launched in the last
twa years 1s very good with early performance ahead of
plan There were no defaults and distributions are
providing an annualised yield of between 8% and 20%

1¥0d3Y J1931VHLS I

£34m  _

fee income

£2.4pn

new AUM raised
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Debt Management continued

Table 4 Assets under management - Debt Management

Realised Fee income
equity Annualised received in
Reinvestment Matunty  Value of fund money equity cash the year
Close date period end date atlaunch! Multiple? Yield*4* AUM Em
European CLO funds
Harvest CLO XI Mar-15 Mar-19 Mar-2? £525m nfa nfa E400m -
Harvest CLO X Nov-14 MNaov-18 Nov-28 E4467Tm nfa nfa €450m 06
Harvest CLO IX July-14 Aug-18 Aug-24 €525m 0%x 196% £508m 13
Harvest CLO VIl Mar-14 Apr-18 Apr-26 €429m 0x 123% E413m 14
Harvest CLO VIl Sep-13 Oct-17 Oct-25 £310m 0ix 83% €302m 07
wWindrill CLO | QOct-07 Dec-14 Dec-29 E500m 0éx B 6% E479m 22
Axws CLO Qct-07 Nov-13 Nov-23 £350m 0 6x 83% €234m 16
Conuston CLO Aug-07 Jun-13 Jut-24 €£409m 10x 12 6% €237m 11
HarvestCLOV Apr-07 May-14 May-24 £432m 0 6x 81% €£539m 32
GardaCLO Feh-07 Apr-13 Apr-22 £358m 13x 16 8% €162m 13
Pre 2007 CLOs nfa nfa nfa €31M1m n/a nfa €700m 76
£3354m
USCLO funds
Jamestown CLO V| Feb-15 Mar-19 Mar-27 US%750m n/a n/a  US$750m 02
Jamestown CLOV Dec-14 Jan-19 Jan-27 Uss4tim nfa nfa  US%40Zm 03
Jamestown CLO IV Jun-14 Jul-i8 Jul-26 US$618m D1x 168%  US$599m 12
COA Summut CLO Mar-14 Apr-16 Apr-23 US$416m 03 305%  US$400m 0é
Jamestown CLO NI Dec-13 Jan-18 Jan-26 USE51am 01x 1469% US$499m i2
Jamestown CLO I Feb-13 Jan-17 Jan-25 US5510m 0 éx 192%  US$501m 16
Jamestown CLO | Nov-12 Naov-16 Nov-24 US34éim 0 éx 188%  US%453m 14
Fraser Sultivan CLO VIl Apr-12 Apr-15 Apr-23  US3459m 0 6x 208%  US$H4A54Am o7
COA Caerus CLO Dec-07 Jan-15 Dec-19  US$240m 16x 237%  US5240m nfa
Pre 2007 CLOs nfa n/a nfa  US$1000m n/a nfa  US$354m 18
£3,145m
Other funds
EMMF Nov-14 Nov-17 Nov-22 nfa nfa nfa £250m 01
Vintage Il Nov-11 Sept-13 nfa  US$400m nfa 15 US$20Im 09
Palace Street ! Aug-11 nfa nfa nla 09x 19% £3m nfa
Senior Loan Fund Jul-0% n/a nfa n/a n/a 80% USE157m 03
COA Fund® Nav-07 n/a nfa nfa n/a 04% US835m 03
Vintage | Mar-07 Mar-09 Jan-22 €500m 29x & 2% €327m 26
Pre 2007 funds nfa nfa nfa €300m nfa nfa €25m 02
European Warehouse
vehicles n/a nfa n/a n/a nfa n/a £48m n/a
E740m
Total Debt Management AUM £7239m

1 Includes cost of assets and principal cash amount
2 Multiple of total equity distributions ever par value of equity at launch
3 Average annuabsed returns since inception of CLOs calculated as annualised cash distributions over par vatue of equity Excludes

unrealised equity remaining in CLD

4 Vintage | & I returns are shown as gross money muliiple which is cash returned to the Fund plus residual value as at 31 March 2015
as a multiple of cash invested

5 The annualised returns for the COA Fund and Semor Loan Fund are the annualised net returns of the Funds since inception

4 The COA Fund AUM exctudes the market value of investments the fund has made in 31 US Debt Management CLO funds (US$54 million

as at 31 March 2015)

31 Group Annual report and accaounts 2015




Financial review

“All of our three businesses are
performing well as demonstrated by image removed
these strong results.”

Julia Wilsan
Group Finance Director

140d3Y MOILYHLS I

The Group delivered a strong result in the year The table below summanses our key financial data under the
Investment basis

Table 5 Summary financial data

Year tofas at Year to/as at
Investment basis 31 March 2015 33 March 2014
Group
Total return £659m £478m
Total return on opening sharehotders funds 199% 16 3%
Dvidend per ordinary share 200p 200p
Operating expenses £131m E136m
As a percentage of assets under management 10% 10% _
Dperating cash profit £28m £5m
Propnetary Capital
Realisabion proceeds £841m £677m
Uplift over opening book valug E145m/27% £191m/45%
Money multiple 20x 18x
Gross investment return? £805m £665m
As a percentage of opening 31 portfolio value 22 6% 202%
Operating profit? £727m £539m
Cash investment £474m £337m —_
Jiportfolio value £387Tm E3 545m
Gross debt £815m £857m
Net cash/idebt) E&9m £{160)m
Gearing ml 5%
Liquidity £1,214m £1197m
Net asset value £3 806m E3 308m
Diluted net asset value per ardinary share 3%6p 348p
Fund Management
Total assets under management £13,474m £1291%m -
Thurd-party capital £10,%40m £9508m
Proportion of third-party capital 75% 74%
Total fee income £125m £127m
Third-party fee income £80m E?4m
Operating profit? £26m E19m
Underlying Fund Management prafit®¢ £33m £33m
Underlying Fund Management margin 26% 26%

1 Uplifi over opening book value excludes refinancings The 7014 calance has been restated from £ 207 milbon te £191 millson to exclude
refinancings

2 Gross wnvestment return includes portfolio fees of nd (2014 £3 million) allocated to Fund Management

3 Operatuing proéit for the Proprietary Capital and Fund Management activities excludes carried interest and performance fees payable/
receivable whichis not allocated between these acimvbties

4 Excludes Fund Management restructuniag costs of £1 mullon and amortisation costs of £6 million (2014 £8 mullion £5 mulbon)
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BASIS

31 adopted IFRS 1010 2014 as its investment entity
exception prevented the risk of investment companies,
such as 3r having to consoltdate thewr portfolio
investments

However as described in our 2014 Annual Report and
Accounts we also report using a non-GAAP Investment
basis as we believe it aids users of our report to assess
the Groups underlying operating performance Total
return and net assets are the same under the Investment
basis and IFRS and we provide more detast on IFRS 10 as
well as a reconciliation of our Investment basis financial
statements to the audited IFRS statements at the end of
this section

Table & Total return for the year to 31 March

Total return

The Group generated a total return of £459 mullion or

a profit on opeming shareholders funds of 199% (2014
£478 rulbon or 16 3%) in 2015 reflecting further progress
and achieverment of our strategrc prienties Operating
profit before carry for the Proprietary Capitat business
was £721 milion (2014 £539 mullion} Strong underlying
portfolio performance generated a gross investment
return of £805% millon despite negative foreign exchange
movemnents on the portfolio of £154 million {2014

£645 million and negative £113 million) Fund Management
operatng profit before carry was £26 million (2014

£19 million} Further detals regarding the performance
during the year 1s provided below

2015 2015 2015 2014 2014 20&
Proprietary Fund Propnetary Fund
Capital  Management Total Capital  Management Total
Investment basis £m £m Em Em Em £im
Realised profits over value on
dispoesal of Investments 162 - 162 202 - 202
Unrealised profits on revaluation
of investments 684 - 684 475 - 475
Paortfolio ncome
Dividends 45 - 45 44 - 44
Income from loans and
recevables 42 - 62 50 - 50
Fees recevable [} - ] 4 3 7
Foreign exchange on investments {154) - (154) {113) - {113)
Gross investment return BOS - 805 662 3 665
Fees recervable from external funds - 80 a0 - 73 73
Synthetic fees (45) 45 - (51 51 -
Operating expenses’ {32) (99 {131) (28) (108) {138)
Interest receivable 3 - 3 3 - 3
Interest payable o - 49) (54} - {54)
Movernent in the fair value
of derivatives (n - (n 10 - 10
Exchange movements 40 - 40 (3 - (3
Operating profit before carry il 24 247 5319 Lid 558
Carried interest and performance
fees recevable 80 3
Carried interest and performance
fees payable o {142} 185)
Acquisiticn related earn-out
charges {8} {6}
DOperating profit 677 470
Income taxes _ [ (3}
Re-measurements of defined
benefit plans {14} 1
Total comprehensive iIncome
{"Total return”) 659 478
Total return on opeming
shareholders funds 199% 16 3%

1 Includes restructuring costs of il {2014 £1 mibion} and €1 mullton (2014 £8 mullion) for Propnietary Capital and Fund Managernent

respectively
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PROPRIETARY CAPITAL RETURNS

Operating profit before carry on our Proprietary Capital
increased by 34% to £721 mullion (2014 £539 rullion) due
to strong value growth in the portfolio and good uplifts on
realisations Thus performance i1s despite foreign exchange
losses of £114 mitlion {2014 £116 millson) which have
principally resulted from the weakening of the euro against
sterling

By business ling, the gross investment return on the
opening portfolio was 24% fraom Private Equity (2014 24%)
and 20% from Infrastructure {2014 0%) while Debt
Managernent recorded 3 loss of 7% (2014 profit of 20%) as
a result of mark to market movements which reduced CLO
equity valuations Private Equity accounts for 81% of the
Prapreetary Capital portfolio at 31 March 2015{31 March
2014 B2%) and remans the prirary dnver of Proprietary
Capital returns

Realised profits

Realised profits of £1462 miltion in the year to 31 March
2015 (2014 £202 million) were driven by another year of
strong exits with reabsation proceeds totalling

£841 millon (2014 £677 million} Realisations excluding
refinancings were achieved at an uplift aver epening value
of 27% which was lower than the 45% achieved in 2014
due to 2 number of assets being valued on an imminent
sales basis at the beginning of the year This past year also
saw a higher level of refinancing activity which resylts in
cash proceeds with imited realised profit but concentrates
value In the remaining Investment We continue to pursue
realisations through careful exit planning and in the
current environment of high prices will take advantage of
opportunities to divest should they arise

The majority of the realisations were from the Private
Equity portfolio which contributed £831 mithon (2014
£667 million), including £155 million of refinancing
proceeds (2014 £5% miltion) Table 2 in the Private Equity
sechion details the Private Equity realisations in the year
and sets out the accounting uplift reflected 1n this year s
total return and the longer-term cash-to-cash results The
Private Equity realisations completed in the year have
generated a money multiple of 2 Ox over their

investment life

We also made our first realisation from aur Indran
Infrastructure portfolto with the partial sale of the quoted
shares hetd in Adani Power This generated £10 millien of
proceeds at an uplift over the opening vatue of £1 mullion

Unrealised value mavements

Unrealised value movement was very positive in the year,
predominantly due to strong value growth from the Private
Equity portfolio The table below summanses the
revaluation movement by categery and each category 1s
discussed furiher below

Table 7 Unrealised profits/{losses} on revaluation of
investments for the year to 31 March

2015 2014
im £€m
Prnvate Egﬂty _
Earnings based valuations T
Performance a7 182
Multiple movements &4 214
Other bases
Provisians - -
Uplift ta immunent sale 22 9
Discounted cash flow 89 1
Other movements on unqueted
Investrments 3 {10}
Quoted portfolio 46 70
Infrastructure
Quoted portictic 77 -]
Discounted Cash Flow 44 (19
Debt Management (25} 10
Total [.1:17 475

Private Equity unrealised vatue growth

The Private Equity portfolio performed strongly with value
growth of £641 mitian in the year {2014 £478 mullion) This
was underpinned by good value weighted earnings growth
of 19% {2014 19%) and a multiple increase of 6% (2014
20%) following nses in quoted comparable multiples
during the year and the re-rating of a8 small number of
assets Net debt remasned stable at 31x EBITDA
notwithstanding the fact that we took advantage of
favourable debt conditions to refinance a number of our
high guality companies (2014 3 1x} The majority of the
portfolio {(?3% by value 2074 87%!} grew its earnings in the
year and the larger investments continue to perform

very well

Consistent with good performance and strong equity
markets, our opening quoted portfolio and the successful
IPOs of Phibro, Eltel, Dphone and Refresco during the year
resulted in unrealised value growth of £44 milbien in
addition to realised profits of £63 mullion In the year

23%

gross
investment
return

£841m

realisation
praceeds

£641m

Private Equity
value growth
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Performance

Improvements in the performance of the portfolio valued
on an earnings basis resulted in an increase in value of
£417 milbion {2014 £182 mitlson) Value weighted earnings
the most relevant measure of NAV impact increased by
19% (2014 19%) i the year Action as our largest asset
with over 30% earnings growth in the 12 months s a big
contributor to this measure Excluding Action the earnings
growth s stili a very robust 16% and now includes all cur
recent Investments Acquisitions, principalty funded from
portiolio companies balance sheets contributed 2% of the
19% growth

Although performance overall was good there were a
small number of iInvestments where company and
geography specific 1ssues impacted value 1n total, value
reductions of £44 million in relation to seven assets offset
the general improvement The largest single negative
movement related to Inspecta where performance was
impacted by the economic environment in Finland and
Russia Inspecta reduced in value from E34 miltion at

31 March 2014 to £6 mullion at 31 March 2015 After the
year end we agreed an exit for this investment which 1s in
line with the year-end valuation

Forecast earnings used when the forecast EBITDA gutlook
15 lower than the last 12 months data were used for only
twao investments at 31 March 2015 representing 6% of the
portéclio by number and 3% by value (2014 four 9% by
number and 3% by value) Chart 1 shaws the earnings
growth rates across the portfolio

In the case of Action the Dutch headguartered discount
retailer EBITDA for valuation purposes is adjusted to
reflect a run-rate basis Action 1s growing strongly due in
part to its successful store roil-out programme We
believe this run-rate methodology fasty reflects the high
growth characteristics of this business and therefore its
maintainable earnings Following a number of IPOs by
more directly comparable businesses in the discount retail
sector in the last 18 months we have also reviewed the
valuaticn comparable set for Acticn We have increased
the EBITDA multiple applied to Action s run-rate earnings
to 14 2x pre-liguidity discount and 13 5x post-discount
(2014 13 2x 12 5x) Based on the run-rate earnings and
captal structure at 31 March 2015 a 1x movement in the
EBITDA multiple applied would increase or decrease
Action s value by E56 mullion At £592 rullon (2074

£501 million} Actton s the largest Private Equity
investment by value representing 19% of the Private
Equity portfolio (2014 17%}

Graphic removed

We took the opportunity to refinance a number of high
quality companies both increasing and extending the
maturity of portfolio debt, with 88% of the debt now
repayable in 2017 or later {2014 45%) Chart 2 shows the
ratio of net debt to EBITDA weighted by portfolio value

Graphic removed

Multiple movements

Equity markets performed strongly throughout the year
and the average EBITDA multiple in the FTSE 250
increased by 10% to 14 éx in the year {source Capital IQ
excluding investment companies and banks} As a matter
of policy we select an appropriate multiple for each
investment based an a comparable set of quoted
companies and adjust these comparable multiple sets with
discounts and occasionally premums to take account of
relevant size sector growth and cycle considerations as
appropriate Against a strong market backdrop we have
continued to apply a high level of adjustments to reflect
our caution about realistic valuation uplifts

19%

value weighted
earnings growth

31X

netdebtover
EBITDA
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The average EBITDA multiple used to value the Private
Equity portfolio increased by 6% to 11 2x before Liquidity
discount {2014 10 6x} and 10 5x after hiquidity discount
{2014 99x) This transiated into a positive mavement in the
year of £64 mullion (2014 £216 milien) including

£45 million relating to the Actron multiple change
Excluding Action the average EBITDA multiple increased
by 3% to 10 1x pre discount {2014 9 8x} and 93x {2014 90x}
post discount

Imminent sale

Four exit processes were sufficiently progressed ta value
on an imrminent sales basis at 31 March 2015 and the uplift
to immunent sale was £22 million {2014 £9 mitlion) All four
have been announced since 31 March 2015 and are Azelis
Inspecta, Touchtunes and Soyaconcept

Discounted cash flow

The largest investment valued using OCF in the Private
Equity portfolio 1s the Darish/German ferry group
Scandlines which recorded value growth of £94 mullion
Scandlines largest ferry route Redby-Puttgarden, 1s
expected to have direct competition from a new tunnel (the
Fehmarn Belt project} at some point in the future In Lght of
recent public commentary around expected potential
delays to the openmg of this new tunnel we have moved
back our assumption for the likely tunnel opeming date in
the latest 31 March 2015 DCF vatuation of Scandlines This
change combined with the profitable sale of a JV route in
the year were the primary drivers of the increase in the
value of ourinvestment in Scandlines in the penicd

Quoted portfolio

The Private Equity quoted portfolio including IPQs in the
year, generated unrealised value growth of £46 mitlion
(2014 £70 milion) The investments in Gamn and Phubro
were fully divested in the year and are noted in the
reatisations table on page 16 Table B details the moverment
in the year and clesing quoted portfolio

Infrastructure unrealised value movement

The Infrastructure partfolio pnmarily consists of our 34%
holding in 3IN 3N grew strongly in value during the year
as a result of the divestment of Eversholt Radl and a
re-rating of a number of the remaining Core infrastructure
invesiments following a year of returns compression in the
market 3iIN generated value growth of £77 millicn for

31 Group 1n the year, driven by a 19% increase in the share
price to 160 pence (2014 135 pence} This was slightly
offset by further medest falls in value of the Indian
Infrastructure portfolio as the investments continued to
face a number of challenges

Debt Management unrealised value movemnent

The unrealbsed value movement in Debt Management
comprises mark-to-market valuations on both the CLO
equity and the direct investments held through
warehouses the US Semor Loan Fund and Palace Street |

Qf the unrealised loss of £25 mithon in the year (2014

E10 mulbon gain) £22 million has been recognised on CLO
equity Three factors have driven the CLO prices Firstly as
funds make distributions they effectively converi value to
portfolio income £16 million of distributions were received
by 311n the year Secondly new investments into European
CLOs have typically been made by 31 as sponsar at par
value but other investors often invest at a discount This
can result in a fall in value in the shart term as the
independent market prices we source typically trend
towards the non-sponser trades This resulted ina fair
value reduchion of £5 million in the year Long-term cash
returns remain unaffected (ie the valuation volatility at the
time of Issue 1$ not considered to be an wndicator of
long-term cash returns of the CLO} Finally a number of
the older CLOs had exposure to two poorer perfarming
pre-crisis assets which were restructured in the year and
further reduced value

The remairung E3 rmillicn value loss related principally to
the wind down of Palace Street | which had exposure to
the same two restructured assets

Table 8 Quoted portfolio movement for the year to 31 March 2015

Total gress

hsposals nvestment

Opening value at at opening Unrealised Other Closing value at return during

1 April 2014 book value value growth moverments 31 Mareh 2015 the year

Investment (PO date £m' £m Em Ern? Em Em
Quinties Pre 31 March 2014 122 (26) __ 18 144 52
Eltel February 2015 99 (62) % 1 47 43
Phibro April 2014 93 95) - 2 - 30
Refresco March 2015 57 (15) & 1 47 KE|
Dohone July 2074 34 - 3 @ 3n n
GainCapital  Pre 31 March 2014 12 (i3 - 1 - (1)
47 (211} 46 2 273 186

1 For portfolio companies with an IPC during the year this 1s the value pre-IPO
2 Dther movements include dividends and foreign exchange

A Group Annual report and accounts 2015
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Portfolio income

Income from the portfolio increased by 15% and

was £113 rilbon in the year to 31 March 215 (2014

£98 million) of which £80 rmullion was received n cash
{2014 £57 mulbion) Dividends of E45 miltion were received
{2014 €44 million} including £20 mullion from 3iIN (2014
£21 mion) and £16 mitlien from Debt Management CLO
investments (2014 £10 mullion} Interest income totalled
£62 million (2014 £50 mullion) with £56 mullion (2014

£46 rmallion) generated from Private Equity investments
and £6 millien (2014 £4 million) generated from Debt
Management investments Appraximately 75% of Private
Equity interest income 1s capitalised and received on exit
although activity in the portfolio duning the year resulted in
a higher element of interest being received as cash

Net foreign exchange movements

The total net foreign exchange loss of £114 million

{2014 £116 rmulhon} was driven by the strengthening of
sterling aganst the euro (12 5%} Brazilian real (209%} and
Swedish krona (15 7%} resulting in losses of £173 millilon
£6 million and £13 mitlion respectively Sterling weakened
against the US dollar (12 4%) and Indian rupee {7 8%)
during the year resulting in gans of £76 mitlion and

£5 million respectivety The net foreign exchange loss
reflects losses on non-sterling denominated pertfolio
assets as well as the translation of non-portfolio net
assets including non-sterting cash held at the balance
sheet date and gross debt

As at 31 March 2019, a 1% movement in the euro, US doltar
and the Swedish krona would give rise to a £14 million

E8 miltion and £1 mullion movement in total return
respectively

The net assets of the Group by currency are shown in
Chart 3 below

Graphic removed

Proprietary Capital costs

Proprietary Capital costs include 100% of costs in relation
to the CEQ Group Finance Director and General Counsel
and elements of finance IT property legal and regulatory,
strategy and human resources (perating expenses
increased by 14% to £32 mullion {2014 £28 millicn) as the
Group recogrused the costs of regulatory changes

15%

ingrease in
portfolio income

E13.5bn

Synthetic fees as defined in the glossary of £45 millhon
{2014 £51 milion) reflect the lower level of Proprietary
Capital being managed as a result of net divestment
activity predormunantly in Private Equity

Net interest payahte

The gross interest paid was £49 mullion {2014 £54 mithon)
and 18% below the target set in 2012 to reduce interest
paid to £60 milion per annum Included within this year s
expense ts £1 5 million of arrangement fees in relation to
the Group s Revolving Credit Facility {"RCF7} which were
written off when i was replaced with a new £350 million
faciity The new facility will reduce ongoing financing costs
by £% 5 million per year

The current gross debt position 1s detailed further in the
Balance Sheet section of this Financial Review and in
Note 16 of the Accounts

Cash interest recewved remained stable at £3 rmillion
{2014 £3 mutlion}

FUND MANAGEMENT RETURNS

Table 9 Fund Management underlying profit
for the year to 31 March

2015 2014
tm £m E 3 3

Fees recevable from external funds' m
Private Equity 14 20 Underlying fund
Infrastructure 30 24 Management
Debt Management 34 32 prafit, 26%
Synthetic fees margm
Private Equity 42 47
Infrastructure 3 3
Debt Management - 1
Total fee income 125 127
Fund Management operating expenses (99} (108)
Operating profit before carry 24 19
Restructuring costs 1 8
Amortisatien costs L 6
Underlying Fund Management profit 3 33

1 Includes nil portfolio related income in 2015 (2014 £3 rmillien)
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The Group s Fund Management income 1s driven by

total AUM, which was £13 5 billign at 31 March 2015

(31 March 2014 £129 billan) The launch of six CLOs

the European Middle Market Loan Fund and further
commitrments to the US Senior Loan Fund in the Debt
Management business cffset a fall n AUM arising fram
net divestment activity in Private Equity The proportion
of third-party assets under management grew marginally
to 75% (2014 74%)

Anncrease in third-party fee income and a fall in
operaling expenses were offset by a fall in synthetic fees
applied from the Proprietary Capital business as a result
of net divestment in Private Equity

As a result of the completion of our transformation plan
Fund Management improved both its absolute profit and
profit margin to £26 million and 21% respectively (2014
£19 million 19%) Excluding restructuring and amaortisation
costs, underlying operating profit and margin remained
stable at £33 million (2014 £33 rmillion) and 24%

(2014 26%)

TOTAL RETURN

Table 10 Summarised total return for the year

to 31 March

2015 2014

£m £m

Proprietary Capital operating profit
hefgre carry 721 539
Fund Management aperating prafit
before carry 26 19
QOperating profit before carry 747 558
Carried interest and perforrmance fees
receivable from external funds 80 3
Carried interest and performance
fees payable {142) (89)
Acquisition related earn-out charges 8) (6)
Operating profit 677 470
Tax (&) (3
Re-measurement of defined
berefit plans {14) 1
Total comprehensive income
(“Totat return’} 659 478
Total return on opening
shareholders funds 199% 16 3%

NET CARRIED INTEREST AND PERFORMANCE
FEES PAYABLE

Net carried interest and performance fees payable
decreased in the year with a net payzble of £62 million
(31 March 2014 £82 million payable} On a gross basis
carried interest and performance fees payable increased
to £142 million (2014 £85 million} and the receivable
increased to £80 milion (2014 £3 million}

Qur largest Private Equity fund Eurofund V which
includes assets purchased in 2007-12 has nat yet met
the performance hurdle due to the perfarmance of the
2007-09% vintages Although we have seen a strong

recovery in that fund s multiple to 1 4x (March 2014 17x}
invested caprtal, with 2010-12 investments valued at 2 éx
{March 2014 21x) the drag from these earlier investments
means that we have not yet recegrised carry receivable
from this fund

Assets 1n the Growth Capital Fund include Quintiles
Refresco-Gerber, Touchtunes and BVG and as a result of
their strong performance its multiple on invested captal
15 now 17x (March 2014 13x) We are now recognising
carry receivable on an accruals basis and £25 milllon was
recognised in the year {31 March 2014 ml)

L¥0d3Y J1934VHLS I

We pay carry to our Private Equity investment teamns on
proprietary capital invested and share a proportion of
carry receivable from third-party funds This total carry
payable is provided through schemes which have been
structured historically over two or three year vintages to
maximise flexibility in resource planning The improved
performance of the Private Equity portfolio over the tast
two years means that the majonty of assets by value are
now held in carry payable schernes that have met their
performance hurdles assuming the portfolio was realised
at ts 31 March 2015 valuation Carry payable typically will
increase or decrease in ine with the gross investment
return at rates between 10% and 15% The gross
investment return in Private Equity of £71¢ mallion (2014
£647 million) resulted in an accrual of £103 millien carry
payable in the year, or 16% of gross investment return

(31 March 2014 £82 million 13%} Carryis usually only
paid once the hurdles are passed in cash terms and,
duning the year, £7 million was paid (2014 £19 rrullion)

3IN pays a performance fee on an annual basis, subject to
a hurdle rate of return and a high-water mark based on
net asset value The strong performance of the European
assets held by 3IN including the exit of Evershoit Rail,
resulted in an accrual of £45 mitken of performance

fees recevable in the year (31 March 2014 nil}

Qur Infrastructure investment team shares in the
performance fee recewvable from 3N with the majority
of indiwidual payments deferred over a number of years
Carry payable to the Infrastructure team of £35 million
has been accrued {2014 mil}including £34 million in
relation to the 3N performance fee

PENSION

The IAS19 lizbitities of the Group s defined benefit pension
schemes have been impacted by decreases 1n their
discount rates driven by the AA corporate bond yields
This resulted in a re-measurement loss of £14 mitlion
{2014 £11 mitlion gain} for the year On an IAS19 basis the
penston scheme remains in a significant surplus

The 2013 triennial valuation of the UK defined benefit
pensien scheme was compteted in March 2044 It resulted
in a very small surplus and consequently no further
condributions were made or are pfanned as a result

of this valuation
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OPERATING CASH PROFIT

Table 11 Operating cash profit for the year to 31 March

2015 2014
Erm Em
Third-party capital fees 78 75
Cash portfolio fees 10 4
Cash portfolio dividends and interest 70 53
Cash income 158 132
Total aperating expenses' 13 136
Less Restructuring costs ) ]
Operating expenses excluding 130 127
restructuring costs
Dperating cash profit 28 5

1 Operating expenses are calculated on an accruals basis

Third-party fees increased during the year following the
launch of six Debt Management CLOs and the European
Migdle Market Loan Fund Alongside growth in thurd-party
fees we have focused on generating cash incormne from the
portfolio Increased investment into cash yielding Debt
Management funds has generated gocd income and the
Private Equity pertfolio has benefited from increased deal
fees on higher levels of activity Consequently the Group
has been able to matenally improve its operating cash
income to £198 million (2014 £132 million) despste the net
divestment activity in Private Equity

Total operating expenses declined by 4% to £131 million
(2014 £136 mullion) as restructuring costs which comprise
redundancy office closures and organisationat changes
reduced to £1 million {2014 £9 mitlion} as we reached the
end of our transformaticn plan Excluding restructurning
costs operating expenses increased by 2% to £130 mitlion
{2014 £127 mitlion) principally due to an increase in
variable compensation resulting frem share based
payments Operating expenses as a percentage of
weighted average AUM remained stable at 1 0% (2014
10%} as a result of the continuing cost focus combined

CASH FLOW

Investment and realisations

with the new CLO fund launches in the year We expect
costs to rise marginally as we look to grow the business
increase activity and deal with increased regulation hut
we expect costs to remain at ¢1 0% of AUM

In total the operating cash profit position increased
strongly to £28 milion (20314 £5 million)

BALANCE SHEET

Table 12 Simplified balance sheet as at 31 March

2015 2014

£Em £m

Invesiment portfolio value 3,877 3565
Gross gebt (815} {B57)

Cash 864 697
Net cash/{debt) 49 {160)
Other net labilities (120} 97

Net assets 3.808 3,308

The Propnetary Capital portfolio increased te £3 877 rrultion
at 31 March 2015 (31 March 2014 £3,565 million) as cash
investment of £474 millicn and unrealised value growth of
£684 million offset the good reabisations and the negative
impact of foreign exchange movernents

The mix of the portfolic remained broadly stable The
marginal decline in Private Equity to 81% {31 March 2014
82%) was offset by a 1% increase «n Debt Management to
5% (31 March 2014 &%) The weighting of the Infrastructure
portfolic remained stable at 14% (31 March 2014 14%)

Net divesiment activity and an operating cash profit led
to cash on the balance sheet increasing to £844 million
{31 March 2014 £697 million} Combined with a reduction
in the sterling equivalent of the 2017 euro denominated
bend the Group was In a net cash position of £49 million
at 31 March 2015 (31 March 2014 £360 million net debt)
ahead of paying the final drvidend for FY2015

Table 13 Investment activity — Proprietary Capital and third-party capital for the year to 31 March

Propretary and

Propriatary Capital Third-party Camtal

2015 2014 2015 2014

£m fm Em Em

Realisations B4 677 1363 1129
Cash investment (474) 337) (562) (517)
Net cash divestrment 367 340 BO1 512
Non-cash investment (140} (167) (191) 279
Net divestment 227 173 610 333

Cash proceeds from reabisations of £841 million {2014 £677 million) were partly offset by cash investment of £474 millon
(2014 £337 milion) and resulted in net cash inflow of £367 million (2014 £340 milhon) A further £140 million of
Investment was In non-cash form (2014 £167 mithion) and total investment was £614 million {2014 £504 mitlion)

Further detail on investment and realisations 1s inctuded in the relevant business line sections

£28m

Operating
cash profit
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Gearing and borrowings

Table 14 Gearing and borrowings as at 31 March

2015 2014
Gross det £815m  [B57m
Net cash/(debt) £49m £(60)m
Geanng %

Gearing reduced to nil at 31 March 2015 (31 March 2014
5%) as the Group ended the year in a net cash posttion
Overall shareholders funds increased to £3 804 mullion
{31 March 2014 £3 308 rmillion) following the total return of
E69% milbion in the year to 31 March 2015

Liquidity

Total hguidity was substantially unchanged at 31 March
2015 compared to 31 March 2014 at £1 214 million

(31 March 2014 £1197 million) Cash and deposits
increased to £864 million (31 March 2014 £697 million) as
a result of net divestment and undrawn facilities reduced
to £350 million (31 March 2014 £500 mulicn) following the
RCF refinancing

Foreign exchange hedging

As a result of the reduction in non-sterling gross debt and
the increased concentration of the portfolio into a smaller
number of individually sigruficant assets, the use of
derwatives for portfolio value hedging purposes is less
effective As aresull denivatives are no longer used to
hedge currency movements on a portfolio basis and
foreign exchange risk s considered as an integral part of
the investment process Specific short-term hedging on
entry or exit of an investment may be used as appropnate

Diluted NAY

The diluted NAV per share at 31 March 2015 was 396
pence (31 March 2014 348 pence) This was driven by the
total return in the year of £659 million (2014 £478 million}
and partiatly offset by dividend payments in the year of
£183 mullion (2014 £114 mullion)

Dividend

The Board has declared a total dwidend of 20 0p (2014

20 Opi for 2015 This 1s made up of a 8 1p base dividend and
an 11 9p additional dividend Due to our current net
divestment activity and robust balance sheet we have
proposed an addibonal dividend above the top end of our
15%-20% distnbution range equivalent to 23% of gross
reabsed proceeds Subject to shareholder approval we
will pay the final dividend of 14 Op {2014 13 3p) on 24 July
2015 to shareholders on the register at 19 June 2015

Key accounting judgements

In prepanng these accaunts the key accounting
judgement relates to the carrying vatue of our
investment assets which are stated at fair value

Given the tmportance of this area the Board has a
separate Valuations Committee to review the
valuations policies process and application to
individual investments However asset valuations for
non-quoted investments are inherently subjective as
they are made on the basis of assumptions which may
not prove to be accurate At 31 March 2015 80% of the
investment assets were non-quoted (31 March 2014
84%) A report on the activities of the Valuations
Commuittee 1s ncluded i the Governance section of
this report and Note 10 of the Accounts provides
further detail on sensitivity

Accounting for investment entities an assessment s
reguired to deterrmine the degree of control or
influgnce the Group exercises and the form of any
control fo ensure that the financial treatment (s
accurate IFRS 10 has resulted in a number of
intermediate holding companies being presented at
far value which has led to reduced transparency of
the underlying investment performance As a result
the Group continues to present an alternative
nan-GAAP investment basis set of financial
statements to ensure that the commentary in the
Strateqic report remains fair balanced and
understandable

/o READ MORE

Further information on the Audit and
Compliance Committee s activities can
be found on page 65

Further infermation on the Valuations
Commuttee s activibies can be found
on page 69
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STRATEGIC REPORT

Investment basis

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Total Total
2015 2014
£m £m
Realised profits over vatue on the disposal of investments 162 202
Unrealised profits on the revaluation of invesiments 684 475
Portfolio ncome
Orvidends 45 44
Incorme from loans and recevables 62 50
Fees receivable [ 7
Fareign exchange {loss) on investments (154) 113)
Gross investment return 805 6465
Fees recewvable irom external funds 80 73
Operating expenses (131 (136)
Interest recevable 3 3
Interest payable (49} {54)
Mavernent in the fair value of dervatives {n 10
Fore:gn exchange gain/(loss) 40 (3)
Operating profit before carry 747 558
Carried interest . o L
Carred interest and performance fees receivable :) 3
Carred interest and performance fees payable (142} (85)
Acquisition related earn-out charges -] {6)
Operating profit 677 470
lncome taxes (4) {3)
Profit for the year 673 467
Other comprehensive iIncome
Re-measurements of defined benefit plans (14} n
Total comprehensive income for the year {"Total return™} 459 478
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Investment basis

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Total Total
2015 2014
£m Em
Assets
Non-current assets
Investments
Quoted investments 763 554
Unguoted investments Iina 300
Investrnent portfolio 3877 3565
Carried interest and performance fees recevable 43 17
Intangible assets 19 26
Retirement benefit surplus 134 137
Property plant and equipment [ 5
Deferred income taxes 3 3
Total non-current assets 4082 3753
Current assets
Carried interest and performance fees receivable 49 -
Other current assets 85 92
Dervative financial instruments - 2
Cashand cash equivalents Bb4 697
Total current assets 994 7
Total assets 5,076 4544
Liabibities
Non-turrent labilities
Carried interest and performance fees payable (214) (108}
Acquisition related 2arn-out charges payable (10 {18}
Loans and borrowings {815) B49)
B shares - {6)
Retirernent benefit deficit (19 {14)
Deferred income taxes {3 (2)
Provisions (5) (5)
Total non-current babilibes (1,068) (1,000}
Current labibiies
Trade and other payables {169) (198}
Carried interest and performance fees payable (13) (11}
Acquisition related earn-out charges payable 17 10
Denvative financial instruments - (4)
Current income taxes (2) {4}
Deferred income taxes - m
Provisians 1] (8)
Total current habilities {204) {234}
Total babilities {1270} (1,234}
Net assets 3804 3,308
Equity
Issued capital 719 718
Share premmm 784 782
Other reserves 2382 1897
Own shares 79 (89)
Total equity 3,808 3308
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STRATEGIC REPORT

Investment basis

CONSOLIDATED CASH FLOW STATEMENT

Total Total
2015 204
£m Em

Cash flow from operating activities
Purchase of investments (474) (337)
Proceeds from investments 841 &77
Cash divestment from traded portfolio 21 14
Portiolio interest receved 264 g
Portfolio dwidends receved 44 b
Fortlolio fees received 10 &
Fees received from external funds 78 75
Carried interest receved [ 5
Carried interest and performance fees paid (13) (25)
Acquisition related earn-out charges paid (10) -
Operating expenses mz (128)
Interest received 3 3
Interest paid (54) 57)
{ncome taxes paid (5) (7)
Net cash flow from operating activities 356 277
Cash flow from financing activities
Issue of shares 3 -
Repurchase of B shares 6) -
Owvidend paid (183} 14)
Repayment of short-term borrowings - (164)
Net cash flow from denvatives 9 (32)
Net cash flow from financing activities {177) (310)
Cash flow from investing activities
Acquision of management contracts - 2
Net cash flow from depasits - 20
Net cash flow from investing activities - 92
Change in cash and cash equivalents 179 59
Cash and cash equivalents at the start of year 697 656
Effect of exchange rate fluctuations (12 (18)
Cash and cash equivalents at the end of year 84 497
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Reconciliation of Investment basis to IFRS

BACKGROUND TO INVESTMENT BASIS
FINANCIAL STATEMENTS

The Group makes mvestments n portfolio companies
directly held by 3: Group plc, and indirectly, held through
intermediate holding company and partnership structures
{“Investrnent entity subsidiartes™} It also has other
operational subsidiaries which provtde services and gther
attivities such as employment, regulatory activities
management and advice ["Trading subsidiaries”)

The application of IFRS 10 requires us to fair value a
number of intermediate holding companies that were
previously consolidated line by ine This fair value
approach applied at the intermedsate holding company
level effectively obscures the performance of our
proprietary capstal nvestrments and associated
transachions occurring In the intermediate holding
companies The financial effect of the underlying portfolio
companies and fee Income operating expenses and
carried interest transactions occurring in Investment entity
subsidiaries are aggregated snto a single value Other
items which were previously eiminated on consolidation
are now included separately

As a result we introduced separate non-GAAP “Investment
basis Statements of comprehensive income, financial
position and cash flow v our 2014 Annual report and
accounts to ard understanding of our results The Strategic
report 15 alse prepared using the Investment basis as we
believe it provides a more understandable view of our
performance Total return and net assets are equal under
the Investment basis and IFRS the Investment basis s

Investment basis/previous basis of consolidation

hecro

1
1
1
]
ll
i
+ lnvestment Trading
]
L]
L]
[}

1

]

1

]

Ll

.

entity i company | Subsidiaries ,

subsidianies {regulated '

investment :

"""""""" , |advisers '

Portfolio Partfolio ¢ |emplayment {1

companies companies | | entibies etc } '

(held directly T . !
by 31 Group

ple}

ILLUSTRATIVE EXAMPLE - STATEMENT
OF COMPREHENSIVE INCOME
Previgus

basis of IFRS 10
consolidation conscldation

simply a “leok through” of IFRS 10 io present the
underlying performance The two diagrams below
illustrate these changes together with an illustrative
exampie to show how information can be aggregated

RECENT IFRS 10 DEVELOPMENTS

The 1ASB 1ssued a narrow scope amendment to IFRS 101n
December 2014, and subsequently the Group has revisited
its mitial assessment of all of its subsidiaries resulting n a
small number of entities now being consolidated rather
than fair valued in the IFRS financial statements The
Group has chosen to adopt the changes provided in the
narrow scope amendment and has accounted for the
change in treatment retrospectively The change has no
effect on total return or net asset value as reported 1n the
Groups IFRS financral statements The Investment basis
statements are unchanged as the entities now being
consalidated in the IFRS statements have always been
consolidated in the Investment basis Given the judgement
involved in wterpreting the standard and ongoing
discussion amongst the IASB and practitioners similar
changes in future years remain possible

RECONCILIATION BETWEEN INVESTMENT
BASIS AND IFRS

A detaited reconciliation from the [nvestment basis to
IFRS basis of the Statement of comprehensive iIncome,
Statement of financral position and Cash flaw statement
1S shown on pages 34 to 37

IFRS 10/new basis of consolidation

Realised/unrealsed investment

returns 170 50

Fair value movements on

investment entity subsidiaries - 20

Portfolio income 20 5

Operating expenses (50) na

Carry payable {10 5
130 130

L}
L}
)
'
)
Investment l , | Trading '
enhty tntzr-comeany  subsidiaries '
subsidianes t [ {regulated '
' L investment ,
| | advisers )
Portfolic 1 | empleyment '
companies 1 | entihies etc) '
{hetd directly ! !
by 3 Group
plc)
e
1
' investment :
. entiy subsidiary |
1 actvity
1
1 Realsed/unrealised :
fmm e o wnvestment returns 120
i Portfolio Income 15,
, Operating expenses %o
1 L
! Carry payable 3
1
) 90
] 1
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34

Reconciliation of consolidated statement
of comprehensive income

IFRS IFRS
Investment IFRS IFRS  Investment adjustments basis
basis  adjustments basis basis {restated) (restated)
2015 2015 2015 2014 2014 20%4
Note Em £m £m Em fm Em
Realised protits over value on the
disposal of investments 12 1462 (108) 54 202 56 146
Unrealised profits on the
revaluation of investments 12 684 (448) 236 475 {394) 81
Fair value movements on
investment entity subsidiaries 1 - 530 530 - 433 433
Pertfolo income
Dwdends 12 45 %) 36 44 {19 25
Inceme from loans and
recevables 12 62 24) 38 50 21 29
Feesreceivable [} - -] 7 - 7
Foreign exchange on ivestments 13 {154) 105 149) (113} 48 (45)
Gross investment return B80S [y 851 565 1" 674
Fees recewable from external funds 14 80 - BO 73 2 75
Operating expensas 14 {131) g (122) (138} - (138)
Interest receivable 3 - 3 3 - 3
Interest payable (49) - {49} (54) - (54}
Movement in the fair value
of derivatives (1) - ) 10 - 10
Exchange movements 13 40 {100 {61} 3 39 {42}
Incarme from fair value subsidiaries 1 - 1 1 - g 8
Qperating profit before carry 747 (45) 702 558 na) 540
Carried interest
Carried interest and performance
fees recevable 80 - 80 3 - 3
Carred interest and performance
fees payable 14 {142) 70 (72) (85} &8 17}
Acquisition related eacn-out
charges 8) - (8l {6} - (6}
Operating profit 677 25 702 470 50 520
Incame taxes 14 {4) 2 (2) (3} - (3
Prohit for the year 673 27 700 467 50 517
Other comprehensive income
Exchange differences on
transiation of foreign operations 13 27) (27} - {50) (50
Re-measurements of defined
benefit plans (18} - (14) n - 1
Total comprehensive income for
the year ("Total return”) 459 - 659 478 - 478
Notes

1 Applying IFRS 10 to the Statement of comprehensive income consolidates the bne iiems of a number of previously consalidated
subsidiaries into a single line item “Fair value movements an investment entity subsciaries™ In the “Invastment basis™ accounts we have
disaggregated these Lne items to analyse our total return asif these investment entity subsidiaries were fully cansolidated consistent
with prior years The adjustmants simply reclassify the Statement of comprehensive income of the Group and the tetal return s equal
under the Investment basis and the IFRS basis

2 Realised profits unrealised prafits and portfolio inceme shown in the IFRS accounts only relate to portfolio companies that are held
directly by 31 Group plc and net those portfolio companies held through investment entily subsidiaries Realised profits unreahsed profits
and portfolio income in relation to portfolio companies held through investment entity subsidiaries are aggregated into the single Fair
value movement on Investment entity subsidianes” ine Thisis the most sigmificant reduction of information i our IFRS accaunts

3 Foreign exchange movements have been reclassified under the Investment basis as foreign currency asset and liability movements
within the investment entity subisidiaries are included within Farr value movemnents on investment entities”

4 Other iterns also aggregated into the “Fair value movements on investment entity subsidiaries™ Line include fees receivable from external
funds audit fees custodian fees bank charges other general and administration expenses carried interest and tax
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Reconciliation of consolidated statement

of financial position

IFRS IFRS
Investment IFRS IFRS  Investment adjustments basis
basis adjustments bas:s basis [restated) [restated)
205 2015 2015 2014 2014 2014
Note Emn £m Em Em Em Em
Assets
Non-current assets
Investments
Quoted investments 1 763 [364) 399 554 (294) 258
Unquoted investments 1 3114 (1842) 1272 im (1687) 1324
Investments in investment entiies 13 - 2079 2079 - 1909 1909
Investment portfolio 3,877 (127) 3750 3565 {74) 3491
Carried interest and
perfarmance fees recewvabte 1 43 - 43 17 - 17
Intangible assets 1 19 - 19 26 (1) 25
Retirement benefit surplus 136 - 134 137 - 137
Property plant and equipment 4 - 4 5 - 5
Deferred income taxes 1 3 - 3 3 - 3
Total non-current assets 4082 (127) 3955 3,753 {75} 3,678
Current assets
Carried interest and
performance fees recevable 45 - 45 - - -
Cther current assets 1 85 (31) 54 a2 {14) 76
Dervative financial instruments - - - 2 - 2
Cash and cash equivalents 12 844 (3} 861 &97 (23) 674
Total current assets 994 (34) %60 791 (39 752
Total assets 5076 (161} 4915 4544 (114} 4,630
Liabilities
Non-current labilities
Carried interest and performance
fees payable 1 (2i4) 142 72) {106) i (30
Acguisition related earn-oct
charges payable no - {10) (18) - (18)
Loans and borrowings (815) - (815 (849) - (849)
B shares - - - 16) - [8)
Revrement benefit deficit 19 - (19 {14) - 14)
Deferred income taxes (3 m {2) - i2)
Provisions t (5) - {5} (%) - (5)
Total non-current habilties (1,064) 144 (922) {1000} 76 (924)
Current Liabilities
Trade and other payables 1 (169) 17 (152} (198) 32 {166)
Carried interest and performance
fees payable 1 n3) - (3 (1) 3 {6
Acquisition related earn-out
tharges pavable 17) - (17) {10) - {10}
Derwatve financial nstruments - - - {4) - (4}
Currentincome taxes 1 2) - 12) (&) - (4)
Qeferred income taxes 1 - - - (1} 1 -
Provisions 1 (3 - (3) (8 - (8)
Total current lahilities (204) 17 (187} (236) 38 {198}
Total babitties (1270) 161 {1,109 (1,236) 14 1,122}
Net assets 3,806 - 3804 3308 - 3308
Equrty
Issued capital ne - e 718 - 718
Share premium 784 - 784 782 - 782
Other reserves [ 2382 - 2382 1897 - 1897
Own shares (7% - (79) 189) - (89)
Total equity 3,806 - 3806 3308 - 3308

The Notes relating to the table above are on page 36
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Reconciliation of consolidated statement of financial position continued

Notes

Applying IFRS 10 to the Statement of finanoial position aggregates the Line tems into the single line iterm Investment in investment
entities” In the Invesiment basts we have disaggregated these items to analyse our net assets as If the investment entity subsidiaries
were censohdated The adjustment reclassifies itemns in the Statement of financial position There (s no cthange to the net assets although
for reasons explained below gross assets and grass habilities are different

The disclosure relating to portfolio companies is significantly reduced by the aggregation as the fair value of all investments held by
investment entity subsidiaries 1s aggregated into the “Investments in investment entities” line We have disaggregated this fair value and
disclosed the underlying partfolo holding in the relevant bne itern 1 quoted equity investments unquoted equity Investments or loans
and receivables

Other iterns which may be angregated are carried interest and other payables and the Investment basis presentation again disaggregates
these . tems

2 Cash balances hetd in investment entity subsiciaries are also aggregated (nto the “Investmen? in investment entities”™ ine At 31 March
2015 £3 mulhion (2014 restated £23 mullion) of cash was held in subsidiaries that are now classified as investrment entity subsidianies and
1s therefore included in the “Investment in investment entities” lne

Intercompany balances between investment entity subsiharies and trading subsidiaries also impact the transparency of cur results
under the IFRS basis If an imvestment entity subsidiary has an intercompany balante with a consolidated trading subsidiary of the
Group then the asset or Liabibty of the investment entity subsidiary will be aggregated into its fair value while the asset or Liability of the
consclidated trading subsidiary will be disclosed as an asset or hability in the Statement af inanctal position for the Graup Prior ta the
adoption of IFRS 10 these balances would have been eliminated on consolidation

Investment basis financial statements are prepared for performance measurement and therefore reserves are not analysed separately
under this basis

[

o~
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Reconciliation of consolidated cash flow statement

IFRS IFRS
Investment IFRS IFRS  Investment adjustments basis
basis  adjustments basis hasis {restated) {restated)
2015 M5 2015 2014 2014 2014
Note £m Em £m Em £m £m

Cash flow from operating activities
Purchase of investments i (474) 358 {116) (337) 189 {148)
Praceeds from investments 3 841 (573 270 477 (223) 454
Cash dvestment from traded portfolio 1 21 21 - 14 {14} -
Cashinflow from fair value subsidiaries 1 - 272 272 - 62 62
Portiohio nterest received 1 26 (12} 14 g (3 [
Portfolio dividends received 1 44 ] 35 44 19 25
Partfolio fees receved 10 - 10 4 2 6
Fees receved from external funds 1 78 (n 77 75 - 75

Carried interest and performance

fees recewed 1 b - 6 5 - 5
Carried interest and performance fees paid 1 13 n (14} {25) 10 {15)
Acquisition related earn-out charges paid (m - (o) - - -
Operating expenses 17 1 (116} {128) 3 (131
Interest recewved 3 - 3 3 - 3
Interest paid (54) - (54) (57) - (57)
Income taxes paid i {5 - (5) 7 - [y]
Net cash flow from operating activities 356 16 372 277 1 278

Cash flow from financing actwities
Dividend paid (183} - (183) (114) - (114)
Repayment of short-term borrowings - - - {164) - {1464)
Issue of shares 3 - 3 - - -
Repurchase of B shares {6) - 16} - - -
Net cash flow from derivatives 9 - 9 (32) - (32)
Net cash flow from financing activities (177} - arn (3100 - (310}

Cash flow from investing activities
Acquisition of management contracts 1 - - - 2 (2) -
Net cash flow from deposils - - - 90 - 90
Net cash flow from investing activities - - - 92 (2) 20
Change (n cash and cash equivalents 2 179 16 195 59 (1) 56
Cash and cash equivalents at the startof year 2 697 (23 o674 656 23) 633
Effect of exchange rate fluciuations 1 {12} 4 18) {i8) 1 (17}
Cash and cash equivalents at theend of year 2 864 {3 861 497 {23} 874

Notes

1 The Consolidated cash flow staternent is impacted by the application of IFRS 10 as cash flows to and from Investment entity subsidiaries
are disclosed rather than the cash flows to and from the underlying portfolic
Therefore in gur Invesiment basis financial statements we have disclosed our cash flow statement on a “leok through™ basis in order to
reflect the underlying sources and uses of cash flows and disclose the underlying nvestment actimty

2 There s a difference between the change in cash ang cash equivalents of the Investment basis financial staternents and the IFRS financial
stalements because there are cash balances held in investment entity subsidiary vehucles Cash held withuw invesiment entity subsidianies
will not be shown in the IFRS statements but will be seen in the Investment basis statements
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STRATEGIC REPORT

Key risks and mitigations

Effective nsk assessment underpins the
successful delivery of our strategy Integrity
and responstbitity are central to our values
at 31 and are embedded in our approach to
nsk management

This section explains how we control and manage the risks
In our business It outlines the key risks our assessment of
their potential impact on our business in the context of the
current environment and hcw we mitigate them

APPROACH TO RISK GOVERNANCE

The Board seeks to achieve an appropriate balance
between taking risk and generating returns for
shareholders and is respansible for risk assessment the
risk management process and for the protection of the
Groups reputation and brand integrity It considers the
most sigmficant risks facing the Group and uses
guantitative analyses such as the vintage control and
weekly iquidity reporting where appropriate Non-
executive oversight of the nsk management process is
exercised through the Audit and Compliance Committee
with respect to standards of integnity financial reporting
risk management, going concern and internal control The
Audit and Compliance Committee s actwities are discussed
further in that Cornmittee s report on page 65

£ READ MORE

Further information on the Audit and
Compliance Commuttee s activities can
be found on page 65

The Board has delegated the responsibility for risk
oversight to the Chief Executive He 15 assisted by the
Group Risk Committee ( GRC ) in managing this
responsibility guided by the Board s appetite for nsk and
any specific hmits set The GRC maintains the Group nsk
review which summarises the Group s principal risks
associated mitigating actions and key risk indicators, and
identifies any changes to the Group s risk profile The risk
review 15 updated guarterly and the Chief Executive
provides an update at each Audit and Compliance
Commutiee meeting where the Committee members
contribute views and raise questions The last risk
appraisal was completed in early May 2015

~»

31 Groups Pillar 3
document can be
found at

www Ji com

Following the implementation of AIFMD in July 2014

we further augmented nisk governance with a separate
Risk Management Function This group meets ahead of the
GRC meetings to consider separate nsk reports for

each AIF managed by the Group ncluding areas such

as portfolic composiion operational updates and team
changes which are then also considered by the GRC

Assurance on the robustness and effectiveness of the
Group s overarching risk management processes and
compliance with relevant policies 1s provided to the Audit
and Comptiance Comrmittee through the independent
assessment by Internal Audit and the work of Group
Compliance on regulatory risks

In addition to the above a number of other cormmittees
contribute to the Group s overall nisk governance structure
as set out in the diagram on page 39
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315 RISK GOVERNANCE STRUCTURE

Overview of nsk management framework and governance structure

Treasury Transactions
Committee

s Considers nsk nplications of specific
treasury transactions as required

® Aquorum of members meet
as required

Brand and Values Committee

m Considers risks to the Groups brand
values and reputation as required

a Meets as required

Investment Committee

m Considers riskin the context of
indmaduat investments portfolio
management decisions and
dwestments

® Meets 3as required

Conflicts Commuttee

8 Deals with potential conflict Issues

m Meets as required

B Committeesof the Board

Y2 Committees of the Chief Executive

Board

m Determines the Group s nisk appetite
as part of strategy setting

= Overall responsibility for mantaining
a systemn of internal controls that
ensures an effective risk management
and oversight process operates
across the Group

® Meets at least six times a year

Chief Executive
|
Executive Committee

u Prin¢ipal decision-rmaking body in
respect of managing the business

m Meets monthly

Risk reporting to Audit and Compliance Commuttee

Audit and Compliance
Committee

Receves reports from the Director
of Internal Audit on the Group s risk
management processes and system
of internal controls

Recewves reports from the Birector
aof Group Compliance on regulatory
and compliance matters

Updated at each meeting on the
outputs of the latest Group Risk
Compmittee meeting with the
opportunity to contribute views
or raise guestions

Meets at least six times a year
1

Group Risk Committee

Oelegated responsibility for nisk
management and oversight across the
Group reflecting the Board s appetite
for nisk and any specific imits set

Maintains the Group risk review which
summarnses the Group s nisk exposure
and associated mitigation or response
plan based on risks identified

Meets four mes a year to consider
the Group risk review including
adequacy of risk mitigation

and controls

Chairman prowvides update at each
meeting of the Audit and Compliance
Committee

O Independent review of potentiat conflict 1ssues
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STRATEGIC REPORT
Key nisks and mitigations continued

RISK MANAGEMENT FRAMEWORK

The Group s risk management framework 1s designed to
support the delivery of the Group s strategic objectives

The key principles that underpin risk management in the
Group are

u The Board and Group Executive Cemmittee promote a
culture in which rnisks are identifiecd assessed and
reported in an open transparent and objective
manner, and

® The over-riding priority 1s to protect the Group s
long-term viability and reputation and produce
sustainable medium to leng-term cash-to-
cash returns

Managing the Groups Environmental Social and
Governance risks 1s central to how we do business and Is
integral to our risk management framework

Risk management 15 ernbedded withun all areas of the
business Members of the Executive Committee have
responsibility for their own business areas and the Group
expects indwidual behavieurs to rirror the culture and
core values of the Group All employees share the
responsibiity of upholding 31 s control eulture and
supporting effective risk management to enable us to
deliver our strategy Senior managers are required to
confirm therr indwidual and business area compliance
In addition all staff are assessed on their awareness of
the Group s values and compliance with them as part of
their annual appraisat

In practice, the Group operates a three lines of defence”
framewark for managing and identifying nisk The first ine
of defence against undesirable outcemes is the business
function and the respective Managing Partners across
Private Equity Infrastructure and Debt Management

Line management 15 supported by oversight and control
functions such as Cempliance Finance and Legal which
constitute the second Line of defence The Compliance
monitering programme reviews the effective operation

of our processes (n meeting regulatery requirements

Internal Audit provides retrospective independent
assurance over the operation of controls and 1s the third
line of defence The internal audit pregramme includes
the review of risk management processes and
recormnmendations to improve the control environment

RISK REVIEW PROCESS

The Group risk review process includes the monitoring of
key strategic and financial metrics considered 1o he
indicators of potential changes inits risk profile The

~»

Further details on
Jisapproachasa

review includes but s not limited to the following responsible

reference data investor are

= Financial performance and strategic dashboards available at
www 31 com

m Vintage control and asset allocation analysis

m Macroeconomic and M&A market overview

m Liquidity management
w Capital adequacy including stress testing
m Operating expenses

m Portfolic performance reports for Private Equity
Infrastructure and Debt Management

w Risk reports for managed Alternative Investment
Funds and

a Quarterly Group rnsk log

In addition to the above the GRC considers the impact of
any changes and developments on its risk profile strategic
delivery and reputation quarterly

The GRC uses the above to identify a number of key risks

It then evaiuates the impact and likelihood of each key risk
with reference to associated measures and key
performance indicators The adeguacy of the mitigation
plans is then assessed and If necessary additional actions
are agreed and then reviewed at the subsequent meeting

A number of focus topics are also agreed in advance of
each meeting In FY2015 the GRC covered topics such as
business continuity cyber and physical secunty
Responsible Investing ( Rl }/Envircnmental Social and
Governance | ESG ) reporting investment cencentration
risk and the Groups progress on imptementing
regulatory changes

There were no significant changes to the Groups approach
to risk governance or its operation in FY2015 but we have
contnued to refine our framewark for nsk management
and reporting further to the implementation of AIFMD and
the Groups approach to RIJESG
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REVIEW OF PRINCIPAL RISKS

The disclosures on the following pages are net an
exhaustive list of risks and uncertanbies faced by the
Group but rather 2 summary of these principal risks
which are under active review by the GRC and Board

and have the potential to affect matenially the achievement
of the Group s strategic objectives and impact its financial
perfermance reputation and brand integrity

The Group s risk profile and appetite remains broadly
stable While there have been a number of emerging
external risks separately identified this year, for examptle
cyber crnme the Group believes that its consistent
strategy institutional approach to investment and strong
culture have helped it to maintain its stable nisk profile

External

The external environment remains chaltenging The key
economies in which the Group operates are showing signs
of recovery against a background of low interest rates
and the effects of quantitative easing in the Eurozone

The potential for increased volatility or shocks however
remains for example from increased geopolitical
instability In addition the reguiatory environment
continues to evolve and conduct of business risk remains
n sharp focus

The Group s subject to a range of addtional requlatory
and tax reporting requirements These include the
European Alternative Investment Fund Management
Directive ( AIFMD } regulations under the European Market
Infrastructure Regulation ("EMIR") Capital Requirements
Directive IV {"CRDIV7), revisions to the Client Asset rules

{ CASS ) and the introduction of the Foreign Account Tax
Compliance Act ("FATCA") These changes have resulted

1n a significant increase in reporting requirements
operational complexity and cost to the business However
they have had imited practical effect on 31 s ability to
deliver its strategy Managing these changes has been a
key priority and the subject of regular updates to Executive
Committee and the Board Future developments mclude
possible changes to the international tax system arising
from the QECD 620 Base Erosion and Profit Shifting
{"BEPS") project

Investment

The maost significant risks are our ability to source
attractive investment epporturities maxmise the value
available from our portfolio and manage the imings of
exits and cash returns These risks are closely inked io
the ecanamic environment noted above We continue to
focus on sectors and geographies where our expertise and
network can drive signsficant outperformance The abibty
ioinvest and realise successfully and to mimmise the risk
ofissues in the portfolio s 2lse key to maintaining the
Group s reputation and networks inits markets

The Executive Committee actively monstors investmenis
from origination to realisation with robust monthly
management information supported by Vatuation
Commuttee and Board oversight

In addition there are a number of risks specific to each
business line as follows

Private Equity

As the investment portfolio becomes more concentrated
addittonal steps have been taken to increase the frequency
and scope of monitoring of the more material assets
Indrmidual portfolio company fallures could have adverse
reputational conseguences for the Group, even if the value
impact 1s not matenal

140434 J931Y¥HLS I

Infrastructure

Strong investor demand for yield 1s challenging the
business ability to rmantain investrment rates m quality
assets The business 1s adapting its strategy but remains
focused on pursuing new investrnents while considening
fund raising eptions and inorgaruc epportumties Many of
the investments n the infrastructure portfolio provide
essential services to thew community and the rigorous
management of their performance 1s therefore critical

Debt Management

The principal risk 1s the ability to grow AUM profitably

in Line wath 1ts business plan The business is also exposed
to potential volatility in the fixed income markets and the
effects of regulatory changes including the Risk Retention
and Valcker rules {effective from 2016 and 2017 respectively)
which will impact the structure of the US CLO funds
Specifically during the warehouse phase of establishing
CLOs we are exposed to market volatilities and potential
for further capital calls

Operational

The key areas of potential operational risk include the

loss of key peopte and whether the investor skill sets and
business development capabilities can support the Group s
sirategic delivery Detailed resource plans are in place at
the business line level and the Board conducts an annual
review of the Group s organisational capability and
succession assessment The tast review was conducted

In September 2014

The GRC also receved regular updates on regulation,
currency risk and cyber security Inresponse to the
growing threat posed by cyber crime we conducted

a detailed review of the threat posed by the external
environment the adequacy of the Group s internal control
framework and our ability to respond to such an event
The Group also conducted a review of its business
continuity capabibties The findings and proposed
enhancernents were discussed and are being
implemented across the Group
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STRATEGIC REPORT
Key risks and mitigations continued

Key risk factors Censequences Risk mitigation 2015 outcome
EXTERNAL
Economic stability e = Limited growth or reduction in m  Menthly portfolio monmitoring & GIR good at 23%
and vulnerability NAY ewing ta contraction of ta address any portfolio 2 G h duced |
to weaker growth earnings and/or valuation 155UeS prompily earing has reduced to ni
te Equit
::#l;ﬁlfusclt:zwa & Equity or m Weekly monitoring of iquidity

and balance sheet
& Impact on mwvestment rates
and realisations

Significant geopolitical 4\ ® Impacts general market ® Regular assessment of m Despite increased instability
uncertainty, for example confidence and lowers exposures to geopolitical nigk the direct impact on 31 and
n Eastern Europe risk appetite across the Group s Investment its Private Equity portfeho

rtfolio and mvestment pipeline companies has been limited
®  |eads to econamic instability portfolo and investment pipel P '

and lower growth

Sigmificant currency 1‘ B Unhedged feregn exchange rate @ Momitering of asset exposures 8 FXumpact on NAY has been
movements and volatlity movements impact total return by currency sigruficant although remains
and NAV primarity unrealised
m Regular senstivity analysis
B May impact portfolio performanc B FXexposures at the portfolio
¥ impaci p perto * m Specific short-term hedging on EXROSU n :

company level have been
manitared through exsting
asset management processes

entry or exit of investments
considered on a case by
case basis

® Monitoring at portfobio
company level

increased volatility in equities ,r ® [ncreases risks with IPO exit route ® Focus on exat pipeline and ® Number of successful IPOs
and fixed income markets refinancing strategies completed (eg Refresco
® Potental for large market
Gerber/Eltel}
correction to impact valuations m Close monitoring of Private
and performance Equity performance and & [ncreased quoted asset
valuations and capital at nsk in exposure 20% of portfolio but
Debt Management largest exposure being IN

B Increased use of adjusted
rmultiples for ungquoted Private
Equity valuations

Subdued MEA activity and high e m Investment and realisation & Active management of exit ® Invested in four new Private
pricing in 315 core markets levels fall strategies Dy investment Equity assets and advised on
= Red i 1and Committee to adapt to market cne Core infrastructure
educes capaciy 1o Invest an conditions investment
pay enhanced sharehalder
distributions & Regular monitoring of new & Strong exit market has enabled
investment work in progress the Group to dispose of a
w Lackof primary deal flow in the
and market activit n r of non-cor ts
US and European CLO market arketactivity umber of non-core asse
Impact of new regulations on e ® Regulatery constraints on possible B Process to evaluate business & The changes to the UK and
31s new and existing business future business development and impact for new investments and EU regulatory and tax regimes
increased operating costs business initiatives have led to additional reporting
requirements operaticnal
m Complexity increases risk of B New processes procedures and
B i i bt dditonat & mtraducsd complexity and cost to the
fncm ccmlwp ance wi plussw e additiona resourlc introduce Group and we expact this ta
inancial or reputationa to support compliance continue i 2014
cansequences

§ Increased monitoring and
supervision by senior
management i initial
implementat:on phase

m No practical imit a1 present
on abiity to deliver strategy

KEY

’r Risk exposure has increased
4=> Nosignificant change in risk expasure

\b Risk exposure has reduced

42 31Group Annual report and accounts 2015




Key risk factors Consequences Risk mitigation 2015 outcome
INVESTMENT
Investment rate or quality ts d‘ ® Impacts longer-term returns & Management focus on bullding  ® Four new Private Equity
lower than expected nvestment pipeline nvestrmenis completed
m Impairs ability to raise new funds
or attract new capital & Early involvernent of Investment @ Infrastructure investment rate
m argets biruted 1n campetitive mark
u Affects the Groupsreputationang  COmTIttee o identfy keytarg campetite market
ability to operate m Regular ceview of vintage
control and asset allocation
Portfolio performance ¢ m Reducticnin NAV and realisation @ Menthly portfolo monitaring m Good earnings growth of 19%
1s weak or 15 1impacted potential to address any portiolio » Refined approach
signif t
::;allgol:'g:::me;wc::::;::t' m Increased covenant risk in weaker 1s5ues promptly to RIJESG investing
companies m Active management of new
m Impairs track df Chairman and CEO
pairs track recordor appointments
fundraising purposes
| Regular review of key
Environmental Social and
Gavernance risks in portfolio
Abilty to grow Debt Management 4’ m Inability to meet externally 8 Regular review of progress ® Launched six new
AUM profitably and generate value tammunicated targets on revenue against business plan CLOs i the year
accret t and growth
Ive returns grow m Review and development of the  ®  First close of Eurgpean
m Affects investors confidencein economics of the business and Mid-Market Lending
the hysiness operating mode!l Fund at £250m
® [nvestment Committee review B Increased the size of US Senior
of new products fund raising Loan Fund ta $157m
commitments and ather
proposals
OPERATIONAL
Exposure to the loss of key e u Potential to undermine investor ®m Formal review of organisational  m Board review in September 2014
pecple and/or shareholder confidence capahility and succession
planning | A number of key people
& Inability to deliver strategic plan changes have been managed
B Annuat remuneration review satisfactorily
Crgamisational development, ¢ & Paer execution of strategic B Project governance and & Successfulimplementation of
for example people or changes impacts delivery of management including detalded new Private Equity accounting
systems changes stated targets risk assessment and system
mutigation planning
® Regular progress reports to
Executive Comimuttee
Increase in cyber secunity ¢ 8 Potential loss of operation of core @ Perodic cyber security 8 Business continuity plans
threats systems or sensitive data risk assessment and IT reviewed
= Disruption to our business and penetration testing ® Cyber secunty framework
that of gur portfolio companies m Update of information security assessed and remedial actions

policies ncident management
processes and staff traimng

identified

/O READ MORE

Further informatton on Private Equity,
and Infrastructure and Debt
Management can be found on

pages 150 20

/O READ MORE

Further information on the Audit and
Compliance Committee s report can be

found on page 65
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STRATEGIC REPORT

Corporate responsibility

311s committed to acting as a responsible
company, a responsible employer and a
responsible investor We take responsibility
for our actions, carefully constder how
cthers will be affected by our choices and
ensure that our values and ethics are
integrated into our formal business
policies, practices and plans

A RESPONSIBLE COMPANY

Governance

Good corporate governance is fundamental to 31 and its
activities and 1s entical to the delivery of value to our
stakeholders For full detals of our governance structure
and processes please see the Corporate governance
section of this report and visit the Governance section of
our website at www 31 com

Transparency

As a publicly-listed company 31 cperates within a
framework of formal legal and regulatory disclosure
requirernents as well as meeting the high expectations for
transparency of our shareholders fund investors staff and
the media We are committed to communicating both our
finzncial and non-financial performance in a clear, open
and comprehensive manner

Anti-bribery and corruption

31 does not offer pay ar accept bribes and we only work
with third parties whose standards of business integnity
are substantively consistent with curs We expect the
businesses we invest In to operate in compliance with all
applicable laws and regulations and where appropriate
work towards meeting relevant international standards
where these are more stringent This includes n
particular uphelding high standards of business integrity
avaiding corruption in allits forms and complying with
appleable anh-bribery anti-fraud and anti-money
laundering laws and regulations

Environmental impact
In the year to 31 March 2015 our measured Scope 1 and 2
emussicns were 411 8 tonnes COze This comprised

CO:e emissions  CO:e emussions

{tonnes) for (tonnes) for
year to year to
Scope Emissions source 31 March 2015 31 Mareh 2014
1 Cambuston af fuet 126 280
and operation of
our faciities
2 Electncaity heat and 3992 3582
caoling purchased
for our gwn use
Total FALY:] 386 2

This equates to 1 52 tonnes CO:ze per employee for the year
to 31 March 2015 (2014 139 tonnes CO:e per employee)
based on an average number of employees during the
year of 271 (2014 277 employees)

We have restated the ermissions figures for the year to

31 March 2014 to reflect improved data collection and
analysis techriques which allows a more accurate
comparison between 2014 and 2015 Qur total Scope 1
and 2 ermissions have increased by 6 6% due principally
to better data coverage as well as an increase in overall
ermusstons from electricily usage due to business growth

~D»

For full details

of 315 approach
including details
of relevant

We have reported on all of the emission sources required
under the Companies Act 2006 {Strateqic Report and
Directors Reports) Regulations 2013 These sources fall
within our consolidated financial staterments

www 3t com

We quantify and report our organisational greenhouse gas
emissions according to the Greenhouse Gas Protocol and
Defras Environmental Reporting Guidelines Results are
reported in tCO,e although Scope 2 ermissions for overseas
electnaity have been calculated in tCO, as the UK
Government s overseas electricity emissions factors
currently account for CO, emissions only Emissions for all
of our sites have been included and we have chosento
exclude fugitive Scope 1 emissions from a cooling unit
located at our London office as #t 15 considered immatenial
to our overall footprint The greenhouse gas sources that
constitute our operationat boundary are

- Scope 1 natural gas combustion within botlers and
- Scope 2 purchased electricity for own use

In some cases missing data has been estimated using
either extrapolation of avatlable data or data from the
previgus year as a proxy We have worked with Carbon
Credentials Energy Services to verify our greenhouse
gas emissions

31 also reports its greenhouse gas emussions and clemate
change data to the Carbon Eisclosure Project

Community

We focus our charitable activities on the disadvantaged, on
young people and on education Charities are supported on
the basis of their effectiveness and impact and we also
support staff grving and sponsorship through matching
donations Qur charitable giving for the year to 31 March
2015 totalled £255 000

A RESPONSIBLE EMPLOYER

Graduate scheme

We are proud to have launched our new graduate
recruitment scheme during the year which 1s designed to
develop our next generation of world-class investment
professionals and business leaders Following a rigorous
process, we selected five igh-guality graduates from
across Europe and a vanety of disciplines to jon us in
Septemnber 2015 The programme will consist of
comprehensive and high quality training followed by
rotations through each of our Private Equity Infrastructure
and Debt Management businesses as well as our Strategy
and Finance teams The top performers will be {ast-
tracked into the business in Aprd 2018

31 Group Annual report and accounts 2015
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Human nghts

Whilst 31 does not have a formal hurnan rnights policy, cur
policies are consistent with internationalty-proclaimed
human rnights principles |n particelar, 3115 an equal
opportunities employer and has clear gnievance and
disciplinary procedures an employee assistance
programme and an independent external “whistle
blowing™ hotline service

3115 commutted to ensuring that the businesses we invest
in comply with all applicable laws in relation to their
employees (amongst other things) and where appropnate
that they work towards meeting relevant international
standards {such as the ILO Fundamental Conventions}
where these are more stringent Summaries of relevant 3
policies including our policies on people recruitment and
selecton eqgual oppertunities and diversity health and
safety and responsible investment are available at

www 31 com

3115 an accredited London Living Wage Employer This
means that every member of staff based in London
including contracted maintenance and reception teams,
earns a livingwage which s an hourly rate higher than
the UK mimimum wage and s set independently, updated
annually and based on the cost of living in the UK

At 31 March 2015 31 had a total of 276 employees
{calculated under the mvestment basis) and this 1s how
they broke down by gender

Number Mate Female
All 3remployees 276 169 107
31 Group ple Directors' B g 3
Senior managers? 47 39 8

1 Includes non-executive Directors who are not 3 employees

2 “Senior managers” excludes Simon Borrows and Julia Wilsan
{who are included as Directors of 31 Group ple) and includes
28 people who were directors of undertakings included in the
censolidation of whom 24 are male and two are female

A RESPONSIBLE INVESTOR

We are signatories to the UN Principles for Responsible
Investment and have a clear and comprehensive
Responsible Investment policy which ts embedded into our
new investment and portfolio momitoring processes

3t Group plc has agan been selected as an index
component of the Dow Jones Sustainability Indices (DJSI)

By order of the Board
Simon Borrows
Chief Executive

13 May 2015

Case study

The Passage

31 has supported The Passage for over five years
and s currently supporting the Employment Tratning
and Welfare Rights department

The Passage 1s a UK charity which aims to provide
homeless pecple in London with support to transform
their own lives by praviding homelessness prevention
projects resource centre services outreach services
hostel accommodation and supperted semi-
independent accommuodation

Our donation funds the Employment Training and
Welfare Rights ("ETWR") Department which provides
The Passage s clienis with support to find a way back
into employment as well as to explore training and
educational options

During 2014 390 homeless or insecurely housed
people visited the ETWR Department The majority of
clients recesved benefit advice, hife skills and IT skilts
traiming with 57 finding regular wark

The ETWR department also operates a work club
which helps clients look for work and overcome
obstacles such as a lack of relevant IT skills, given

s0 many jobs are now advertised online Te that end
the ETWR department carried out 1 410 internet job
search sessions with clients In addition the work
club helped 15 clients prepare and study for the
Construction Skills Certification Scheme supported
three clients who undertook work trniais with local
employers in order to get used to being at work after
long peniods of unemployment and assisted 17 clients
who took part in voluntary work

Logo removed

D A WP

~D

Further details

of 315 approach
2s a responsible
investor, ncluding
asummary of
our Responsible
Investment policy
are avarlable at
www 31 com

311 a member of the
Cow Jones Sustanabdity
World Index

FTSE Groupconfrms that X
has been independently
assessed according to tha
FTSE4Go0d eriteria and has
sahstied herequrementste
become & canstituent of the
FTSEAGO0T Indiex Seres
Created by Ibe global sndex
company FTSE Group
FTSE4Good /s an equity index
seres that 15 designed to
Facilitats imeestmant in
companes that meet giobally
recogrused corporate
respansiality Standards
Comparies in Ibe FTSE4Good
Incex Series have met
stringent enviranmental socal
and governance crierid and
are posinoned 1o capit alise on
he benefits of responible
business practice

Logo removed

3t Group Annual report ang accounts 2015

LY0d3Y Ji9ILVHLS I

45



46

Corporate
(Governance

Image removed
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Governance-Chairmans
introduction

Board of Directors and Executive
Committes

Board and Cormmittees

Statutory and corporate governance
information

Corporate governance statement
Auditand Compliance

Committee report

Yaluations Committee report
Directors remuneration report
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Governance

CHAIRMAN'S INTRODUCTION

“Robust and effective

governance is critical to the
successful delivery of value Image removed
to the Group’s stakeholders.”

Sir Adrian Montague
Chairman

This section of the report describes how
311s governed and managed [t gives
details on our Beard and Executive
Committee members and explains how
the Board 1s organised and operates

It also explains the roles and composition
of Board Committees and the division of
respensibilities between the Directors,
including between the Chairman and
Chief Executive This section also includes
the Directors remuneration report, the
Audit and Compliance Committee report
and the Valuations Committee report

Good corporate governance 1S fundamental to 31 and
s activities Governance and oversight of the Groups
business mode!l and strategy are critical to the delivery
of value to the Group s stakeholders

Thss 1s more important than ever given the volatile and
uncertain economic and political environment and the
changing regulatory landscape that our sector faces

The Board 1s responsible to shareholders for the overall
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
performance setting and monitoring the Group s

rsk appetite and maintaiming an effective system of
internal controls

It 1s 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 delivery of

this strategy

Signature removed

Sir Adrian Montague
Chairman
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CORPORATE GOVERNANCE

Board of Directors and Executive Committee

BOARD OF DIRECTORS

Image removed

Image removed

Image removed

Image removed

image removed

Sir Adrian Montague
Chairman {until

25 June 2015)

Charrman since 2010
Chairman of Aviva plc

The Manchester Airporis
Group plc and The Point of
Care Foundation charity

A non-executive director of
CellMark AB

Previous expenience
Chairman of Anghan Water
Group Michael Page
international ple London
First Friends Pravident PLC
British Energy Group PLC
Cross Londen Rail Links Ltd
{Crossrail) and Deputy
Chairman of Network Rail and
the UK Green Investment
Bank plc A nan-executive
director of Skanska AB

Simon Thompson
Charrman Designate
Non-executive Director since
Aprii 2015 and appointed
Chairman with effect trom
tlose of 2015 AGM Chairman
of Tullow Qil plc and
non-executive director of Rio
Tinto ple Also until 14 May
2015 Senior Independent
director of Amec Foster
Wheeler pl¢

Previous experience
Farmerly a non-executive
directar of Sandwvik AS
Executive director at Anglo
American plc where he
became executive director
and chairman of Tarmac
Group Director of AngloGold
Ashanti Ltd and Newmont
Mining Corporaticn Previgus
career i investment banking
with N M Rothschild

and S G Warburg

Simon Borrows

Chief Executive

Chief Executive since May
2012 and an Executive
Director since he joined 3iin
Qctober 2011 Chairman of the
Group Risk Commutiee the
Executive Committee and the
Groups Investment
Commuittee Member of the
Supervisary Board of Paer
Holding BV the Duteh hoiding
company for the Group s and
3 Burofund V s investment In
Acticn Also a non-executive
director at The British Land
Company PLC and until

21 May 2015 Incheape ple

Previous experience
Fermerly Chairman of
Greenhill & Co International
LLP having previously been
Co-Chief Executive Officer of
Greenhill & Co Inc Before
founding the European
operations of Greenhill & Co in
1998 he was the Managing
Director of Baring Brothers
International Limited

Julia Wilson

Group Finance Director
Group Finance Director and
mamber gf the Executive
Commuttee since 2008

A member of the Groups
Investment Comrmittee since
July 2012 Joined 31 2006 as
Deputy Finance Directer with
responsibility for the Groups
finance taxaton and treasury
functions Alsao anon-
executive director at Legal &
General Group Plc

Previcus experience
Group Director of Corporate
Finance at Cable &
Wireless plc

Image removed

Image removed

Image removed

Image removed

Caroline Banszky
Non-executive Director since
July 2014 The Managing
Director of the Law Debenture
Corporation ple since 2002

Previcus experience

Chiet Operating Otficer of SVB
Holdings PLC now Novae
Group PLC a Lloyd s Listed
integrated vehicle from 1997
ta 2002 Prewviously Finance
Director of N M Rothschild &
Sons Limited from 1995 to
1997 having joined the bank
n 1981 She originally trained
with what 1s now KPMG

Alistair Cox
Non-executive Director since
2009 Chief Executive of Hays
plc since 2007

Previcus expenence

Chief Executive of Xansa plc
from 2002 to 2007 and
Regional President of Asia
and Group Strategy Director
at Lafarge (formerly Blue
Circle Industries) between
1994 and 2002

David Hutchisen
Non-executive Director since
November 2013 Chief
Executive of Social Finance
Limited and a non-executive
director of the Start-Up
Loans Company

Previous expenence

Lintil 2009 Head of UK
Investment Banking at
Dresdner Xleimwort Limited
and a member of its Global
Banking Operating
Committee

Martine Veriuyten
Non-executive Qirector since
January 2012 A non-
executive director of Thomas
Cook Group plc
STMicroetectromcs NV and
Groupe Bruxelles Lambert

Previous experience

Chief Financial Offrcer of
Urmicore a Brussels-based
listed materials technology
group from 2004 to
December 2011 Befare
Jaimng Urmicore was Group
Controlter and then Chigf
Financial Officer

of Mobistar

Jonathan Asquith
Deputy Chairman since April
2815 and Senior Independent
Birector since July 2014
Men-executive Directar since
2011 Chairman of Citibank
internationatl Limited
Citigroup Glabat Markets
timited and Dexion

Capital plc

Previous expernence
Chairman of AXA Investment
Managers (o 2014) Non-
executive director of Ashmore
Group ple Director of
Schroders plc from 2002 to
2008 during which time he
was Chief Financial Officer
and iater Vice-Chairman
Previously spent 18 yearsin
investment banking with
Maorgan Grenfell and
Deutsche Bank
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EXECUTIVE COMMITTEE

Image removed

lmage removed

Image removed

Menno Antal
Managing Partner
Private Equity

A member of the Executive
Commuittee and the Groups
Investment Committee
since 2010

Previous experence

Joined 3110 2000 and
Managing Director Benelux
since 2003 Prior to joining 3
held a broad range of
international managerial
positions within Heineken

Kevin Dunn

General Counsel Campany
Secretary and Head of Human
Resources

Responsible for 3is legal
compliance nternal audit
human rescurces and
company secretanial
functions A member of the
Executive Committee since
Jorng 30in 2007

Previous experience

Prior to joining 3t was a
Senior Managing Directar
runnsng GE s European
Leveraged Finance business
after serving as European
General Counsel tor GE Prior
to GE was a partner at the
law furms Travers Smuth and
Latham & Watkins

Jeremy Ghose
Managing Partner and CEQ
of 31 Debt Management

A member of the Executive
Committee and Chairman af
the Debt Management
Investment Commuttee since
joimng 31in 2011 on 3is
acquision of Mizuho
Investment Management
UK} Limited from Mizuno
Corporate Bank

Previous experlem:e

Prior to joiming 31 was with
Mizuho Corporate Bank
(formerly The Fup Bank) since
1988 and on its executive
board since 2005 Founder cf
Mizuho s Leveraged Finance
business in 1988 and

of the third-party independent
debt fund management
business in 2005

Image removed

Image removed

Image removed

Alan Giddins
Managing Partner
Private Equity

A member of the Executive
Commuttee and the Group s
Investment Committee
since 2010

Previous experience

Joined 31in 2005 Prior to
joining 31 spent 13 years in
investment banking latterly
as a Managing Directer at
Saciete Generale Qualfied as
achartered accountant

with KPMG

Ben Loomes
Managing Partner
Infrastructure and Group
Strategy Director

A member of the Executive
Committee and the Groups
Investment Committee
since 2012

Pravious experience
Joned 310 Aprit 2012 Prior
to joining 31 experience
included mergers and
acquisibons financing
advisory and restructuring
including roles at Goldrman
Sachs Greenhill & Co and
Margan Stanley

Phit White
Managing Partner
Infrastructure

A member of the Executive
Commuttee and the Group s
Investment Commuttee since
February 2014

Previocus expenesnce
Joined 311in 2007 Prior to
joining 3t expenence in
infrastructure investment
advisory and financing
including roles at Macquarne
Westl B and Barclays
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CORPORATE GOVERNANCE

Board and Committees

BOARD AND COMMITTEES STRUCTURE

The Board 1s responsible for ensuring that theress an
effective organisational and reporting structure in place
such that there are clear reporting lines within the Group
and well defined roles and responsibilities This s to
ensure that the right decisions are being made with
involvernent from the right people

The Board is assisted by various Principal Committees
of the Board which report regularty to the Board

The Board commuttee structure s outlined on page 51
The membership of these Commuittees is regularly
reviewed by the Board When considering Board
Commuittee rmembership and chairmanship the Board
aims to ensure that undue reliance s not placed on
particular Directors

These Board Committees have clearty defined terms

of reference The terms of reference of the Audit and
Compliance Committee the Nominations Committee the
Remuneration Commuttee and the Valuations Committee
are availlable at www 31 com

Day-to-day management of the Group s the responsibility
of the Chief Executive To assist hiem i this role the Chief
Executive has established a number of addtional
Committees These are also outlined on page 51

HOW THE BOARD OPERATES

The Chairman leads the Board and ensures its effectiveness
He alsc orgamses Its business and sels sis agenda

In addition to the Chairman there are currently six
independent non-executive Directors who have a range

of strong and complementary skills

Attendance at meetings of the Board and its Principal
Cammitiees during the last year 1s shown on page 58
Before each Board and Commuttee meeting relevant
reports and papers including financial performance data
and deta:led updates on the progress and implemeniation
of the strategic plan where appropriate are circuiated to
Directors The Board has the opportunity {o discuss these
reports and updates and to challenge directly the
Executive Directors and other senior management who
attend all or part of the Board meetings where relevant

The key responsibilities and areas of focus for the
Board are

m Strategy - contribute to the development of and agree
the Group s strategy This includes through review and
discuss:ion of reports and updates at Board meetings as
well as through the annual strategy review meeting
which is attended by the Board and where relevant
members of the Exetutive Committee

® Group financial and operational performance - review
and monitor the performance cf the Group including
through regular reporting and discussions with the
Executive Committee and other senicr management

= Senior management — ensure that the Executive
Committee has the skills and resources to deliver
the strategy and that appropriate succession and
contingency planning is in place

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

= Internal controls - maintan an apprepriate mternal
control framework

®» Risk - ensure that there are effective nsk management
policies and processes in place and an appropriate
governance structure

The Board has a formal schedule of matters reserved to it
and its duly authorised Committees for decision Thisis
described on page 57 Matters delegated by the Board to
management include implementation of the Board
approved strategy day-to-day management and operation
of the business the appointment and remuneration of staff
below the Executive Commrttee and the formulation and
implementation of risk management polictes and processes
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OVERVIEW OF COMMITTEES OF THE BOARD AND CHIEF EXECUTIVE

31 GROUP PLC BOARD

PRINCIPAL BOARD COMMITTEES

Audit and Compliance
Commitiee

Financial reporting,
risk and internal
controls

Caroline Banszky
(Chairman)
Jonathan Asquith
Abstair Cox

Remuneration
Committee

Director and senior
management
remuneration and Group
remuneration structure
Jonathan Asquith
{Chairman)

Alistair Cox

Dawid Hutchison

Nominahons
Committee

Board appotntments,
and size, balance
and composition

of the Board

Sir Adrian Montague
{Chairman}
Jonathan Asquith
Caroline Banszky
Alistair Cox

Dawid Hutchison
Simon Thompsen
Martine Verluyten

Valuations
Committee

Valuation policy
and investment
valuations

Dawid Hutchisen
{Chairman}

Sir Adrian Montague
Simoan Borrows
Martine Veriuyten
Julia Wilson

In addition to its Principal Committees the Board also has a number of other standing Commuttees established to

consider specific tems of business on an ad hoc basis as required These include the Treasury Transactions Committee

and the Brand and Values Committee

CHIEF EXECUTIVE

CHIEF EXECUTIVE COMMITTEES

Executive Committee

Principal decision-
making bedy in respect of
managing the business
Simon Borrows (Chairman)
Menno Antal

Kevin Dunn

Jeremy Ghose

Alan Giddins

Ben Loomes

Phil White

Jubia Wilson

Investment Commuttee

Acquisition, management
ang disposal of
investments

Simon Borrows {Chairman)
Menno Antal

Alan Giddins

Ben Locomes

lan Labley

Phil White

Julia Wilson

Group Risk Committee

QOversees the Group's
risk management
framework

Simon Borrows {Chairman)
Menno Antal

Kevin Dunn

Jeremy Ghose

Alan Giddins

Ben Loomes

Phil White

Jubia Wilson

Director Group Compliance
Directer Internal Audit

Conflicts Committee

Independent review
of conflict 1ssues

Kevin Dunn (Chairman}
Ben Loomes
Julia Wilson

31 Group Annual report and accounts 2015

51

| JINVNHIAOD 2LVHOLHOD |



CORPORATE GOVERNANCE

Board and Committees continued

DIVISION OF RESPONSIBILITIES

The Board approved division of responsibilities between the Directors 1s summarised below

Role of the Chairman

= Leads the Board in setting 1ts
agenda agreeing strateqgy
monitoring financial and
operational performance and
establishing the Group s risk
appetite

» Responsible for orgamsing the
business of the Board ensuring
its effectiveness and
maintaimng an effective system
of internal controls

® Ensures that non-executive

Directors receive relevant and
accurate infermation to facilitate
an open and effective discussion
This includes ensuring that the
non-executive Directors receive
regutar reports on shareholders
views on the Group

® Responsible for the composition
of the Board and facilitates
the effectwe contribution of

Role of the Chief Executive

m Direct charge of the Groupon a
day-to-day basis and 1s
accountable to the Board for the
financial and operational
perfarmance of the Group

m Leads the Executive Committee
to develop and implement the
Group s strategy and manage
nsk and the internal control
framework

m Charrs the Investment
Commitiee to review the
acquisition management and
dispasal of nvestments

m Reports to the Board on financiat
and operational performance
and progress in delivering the
strategic objectives

= Regularly engages with
shareholders and other key
stakehclders on the Groups
activities and progress

Role of non-executive Directors

® Scrutinuse the performance of
management in meeting agreed
objectives and monitor the
reporting of performance

m Seek assurance on the integrity
of the financial inforration and
that financiat controls and
systems of risk management are
robust and defensible

m [etermine appropriate levels of
remuneration for Executive
Directors and Executive
Commuttee and have a prime
role in appointing Directors and
0 suceession planning

m Constructively challenge and
help develop proposals on
strategy this occurs at meetings
of the Board and in particular at
the annual review meeting to
discuss ongeing strategy the
most recent of which took place

non-executive Directors and
constructive relations between
Executive and non-executive
Directors

EFFECTIVENESS

During the year, the Board conducted its annual evaluation
of its own performance and that of its Commuttees and
individual Drirectors On this occasion the process was led
by the Charrman and conducted internally the perfarmance
evaluation had been externally facilitated two years
previously by Or Tracy Long of Boardroom Review Limited
The Chawrman held one-on-one discussions infermed by

a checklist with ail Directors and the Company Secretary
The results of the evaluation pracess were reported to
and discussed by the Board In addition the Chairman
provided individual feedback to Directors

The evaluation included consideration of the overall
composition of the Board ncluding plans for non-executive
Director succession aver time Directors identifred the
backgrounds and experiences which would be desirable in
future non-executive Dhrectors to complement the Board s
existing skills The recent Board meeting hetd in

in December 2014

Amsterdam combined with wisits to investee companies
was Judged te have been valuable to non-executive
Directers and it was decided tc hold further Board
meetings 0 non-UK tocations in future Directors identified
for further consideration specific topics which they
believed would be particularly relevant to the Group in the
coming year

Following enhancements to Board processes made in
the previous year suggestions were made for further
improvements These included plans to improve the way
in which the Board as a whaote could engage more fully in
and support the work of Valuations Commtttee and
Remuneration Comrmittee

In his role as Senior Independent Director Mr J P Asguith
led a review by the Directors of the performance of the
Chairman and subsequently reported back to the Board
and provided feedback to the Chairman
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Statutory and corporate governance information

INVESTMENT POLICY

The UK Listing Authenty s Listing Rules require 31 as a
closed-ended investment fund to publish an investment
policy Shareholder approval i1s required for material
changes to this policy Non-material changes can be made
by the Board The current investment policy 1s set

out below

Investment policy

® 3us an investment company which aims to provide its
shareholders with quoted access to private equity,
infrastructure and debt management investrnent
returns Currently its main focus 1s on maksng quoted
and unquoted equity andfor debt investments in
businesses and funds across Europe Asia and the
Americas The geographies economic sectors funds
and asset classes in which 31 invests contenue to evolve
as opportunities are 1dentified Proposed investments
are assessed indivmdually and all sigrificant
Investments require approval from the Groups
Investment Commuttee Overall investment targets are
subject to periodic reviews and the investment portfolio
1s also reviewed to monitor exposure to specific
geographies economic sectors and asset classes

m 3Jiseeks to diversify risk through sigruficant
dispersion of iInvestrments by geography ecenomic
sector asset class and size as well as through the
maturity profile of its nvestment portfolo

= Although 3 does not set maximum exposure hmits for
asset allocations 1 does have a maximum exposure
lirmit that save as mentioned below no investment witl
be made unless its cost does not exceed 15% of the
investment pertfolio value as shown in the last
published valuation A further investment may be
made In an existing investee company provided the
aggregate cost of that investment and of all other
investments in that investee company does not exceed
15% of the nvestrnent portioka value as shown in the
last published valuation A tugher imit of 30% will
apply to the Company s investment in 3 Infrastructure
plc For the avordance of doubt 31 may retain an
investment even 1 its carrying value 1s greater than
15% or 30% (as the case may be) of the portfolio value
at the time of an updated valuation

® [nvestments are generally funded with a mixture of
debt and shareholders funds with a view to maximising
returns to shareholders, whitst maintaining a strong
capital base 3is gearing depends not only onats level of
debt but also on the impact of market movements and
other factors on the value of s nvestments The Board
takes this into account when as required it sets a
precise maximum level of gearing The Board has
therefore set the maximum levet of gearing at 150%
and has set no minknmum level of geaning If the gearing
ratio should exceed the 150% maximum it the
Board will take steps to reduce the geaning ratio to
below that lrmit as soon as pracucable thereafter 311
committed to achieving balance sheet efficiency

TAX AND INVESTMENT COMPANY STATUS

The Company 1s an investment company under section
833 of the Companies Act 2006 HM Revenue & Customs
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 AND MANAGEMENT
ARRANGEMENTS

31 Investments ple, 3t Debt Management Investrnents
Limited 31 BIFM Investrments Lrmited 31 Europe plc and

31 Nordic plc all of which are subsidiaries of the Company
are authorised and regulated by the Finanoial Conduct
Authonty ("FCA") under the Financiat Services and Markets
Act 2000 Where applicable certain Group subsidiaries
businesses outstde the United Kingdom are regulated
locally by relevant authorities

3t Investments plc acls as mvestment manager to the
Company and certan of its subsidiaries Contracts for
these investment management and other services for
which regulatory authorisation is required, provide for
fees based on the work done and casts ingurred n
prowding such services These contracts may be
tercrunated by either party on reasonable notice

31 plc provides the Group with certain corperate and
admsnistrative services for which no regulatory
authorisation 1s required, under contracts which provide
for fees based on the work done and costs incurred in
prowiding such services together with a performance fee
based on realised profits on the sale of assets

31 Investments plc 1s authorised by the FCA to among
other things manage Alternalive Investment Funds
{AIFs™} It is currently the Alternative Investrment Fund
Manager ( AIFM") of four AIFs namety 31 Group plc

31 Growth Capital Fund 3t Eurofund V and the 31 European
Middle Market Loan Fund In compliance with regulatory
requirements 3i Investments plc has ensured that a
depository has been appointed for each AIF Thisis
Citibank International Lirmited The Annual report and
accounts meet the investor reporting requirements as
setoutinFUND322R 323R,32%9R and 32 4R of the
FCAs Investment Funds sourcebook for 31 Group plc as
a standalone entity The Company s profit for the year

15 stated in 1ts Statement of changes in eguity and its
Financial position 1s shown on page 88 The Company
performs substantially atl of its investment related
activities through its subsidiaries and therefore the
Group s consolidated Statement of comprehensive
income s considered to be maore useful to investars
than a Company statement
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CORPORATE GOVERNANCE

Statutory and corporate governance information continued

Furthermore in some instances the relevant FUND
disclosures have been made in relation to the Group on a
consolidated basis rather than in respect of 31 Group plc as
a standalone entity This 15 because 31 Group ple as a
standalore entity operates through its greup subsidiaries
and therefore reporting on the Group s actwities provides
mare relevant infarmation on the Company and its
position There have been no material changes {o the
Company s operations in the past year

Although the disclosures required by FUND 32 2R 323R
325R and 3 2 4R of the FCA s Investment Funds
sourcebook are covered In this Annual report they are
also for convenience, summansed on the 31 website at
www 31 com This will be updated as reguired and
changes noted in future Annual reports

RESULTS AND DIVIDENDS

Total comprehensive income for the year was £659 million
(2014 £478 million) Aniintenm dividend of 4 0p
{comprising a base dividend of 2 7p and an additionat
dividend of 3 3p} per ordinary share in respect of the year
to 31 March 2015 was paid on 7 January 2015 The
Directors recommend a final dvidend of 14 Op {compnsing
a base dividend of 5 4p and an additional dvidend of 8 4p}
per ordinary share be paid in respect of the year to

31 March 2015 to shareholders on the Register at the close
of business on 19 June 2015

The trustee of The 31 Group Employee Trust { the
Employee Trust”) has waved (subject to certan minor
exceptions) dividends declared on shares in the Company
held by the Employee Trust and the Trustee of The 31 Group
Share Incentive Plan has waived dividends cn unatlocated
shares in the Company held by it

SHARE CAPITAL AND DEBENTURES

The 1ssued erdinary share capital of the Company as at

1 April 2014 was 971,803,122 ordinary shares and at

31 March 2015 was 972 453 819 ordinary shares of 73"%ap
each Itincreased over the year by 650 697 ordinary shares
on the 1ssue of shares to the trustee of The 31 Group Share
Incentive Plan and on the issue of shares under The 3
Group Discretignary Share Plan

At the Annual General Meeting { AGM™) on 17 Juty 2014 the
Directors were authonsed to repurchase up to 97000000
ordinary shares in the Company {representing
approximately 10% of the Cornpany s issued ordinary
share capital as at 13 May 2014) until the Company s AGM
in 2015 or t6 October 2015, if eartier This authority was not
exercised in the year

The issued B share capital of the Company as at 1 Apnl
2014 was & 635 018 B shares {cumulative preference
shares of 1p each} At the AGM on 17 July 2014 the
Directors were authonsed to repurchase that number of
B shares in the Company until the Company s AGM tn 2015
or 14 October 2015 if earlier In order to simplfy the
Company s capital structure this authority was exercised
on 13 June 2014 when the cutstanding 4 635 018 B shares
Inissue with a total nominal vatue of £46 350 18 were
repurchased by the Company for an aggregate
consideration of £6 092 100 80 and subsequentty
cancelled These shares represented 0 0006% of the
Company s called up share capital at the date of
acquisition

As detailed in Note 14 to the Accounts as at 31 March 2015
the Company had in issue Notes issued under the 31 Group
plc £2 000 milben Note lssuance Programme

DIRECTORS" CONFLICTS OF INTERESTS AND
DIRECTORS' INDEMNITIES

Directors have a statutory duty to avoid conflicts of interest
with the Company The Company s Articles of Asscciation
enable Directors to approve conflicts of interest and
include other conflict of interest provisions The Company
has implernented processes to identify potential and actual
conflicts of interest Such conflicts are then considered for
approval by the Board, subject, if necessary to appropriate
conditions

As permitted by the Company s Articles of Association
during the year and as at the date of this Directors report
there were in place Qualfying Thurd-Party Indemrity
Provisions (as defined under relevant legistation) for the
henefit of the Company s Directors and for the benefit of
Directors of one associated company

EMPLOYMENT

‘The employment policy of the Group 15 one of equal
opportunity in the setection trasning career development
and promotion of employees regardless of age, gender
sexual orientation, ethnic origin, religion and whether
disabled or otherwise

3i treats applicants and employees with disabilittes farly
and prowvides faciities equipment and training to assist
disabled employees to do their jobs Arrangements are
made as necessary to ensure suppert o job applicants
who happen to be disabled and who respond to reguests
to inform the Cempany of any requirements Should an
employee become disabled during their employment,
efforts would be made to retain them in their current
employment or to explore the opportunities for their
retraining or redeployment within 31 Financial support 1s
also provided by 31 1o support disabled employees who are
unable to work, as appropriate to local market conditions
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Jis pnincipat means of keeping in touch with the views of
its employees i1s through employee appraisals informal
cansultations 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 s achieved by structured commumcation
including regular meetings of employees

3115 an equal opportunities employer and has clear
grievance and disciplinary procedures in place 31 alsa has
an employee assistance programme which provides a
canfidental free and independent counselling service and
15 available to all UK staff and their families in the UK

3i1s employment policies are designed to prowvide a
competitive reward package which will attract and retain
high quality staff whitst ensuring that the retevant costs
remain at an appropriate level

31s remuneration policy 1s influenced by 31 s financial and
other 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 vanable incentive award For
those members of staff receving higher levels of annual
variable incentive awards, a proportion of such awards 1s
delivered in 31 shares vesting over a number of years
Remuneration policy 1s reviewed by the 31 Group plc
Remuneration Commuttee, comprising 31 Group ple
non-executive Directers

Where appropriate employees are eligible to participate in
31 share schemes to encourage employees involvement in
Jis performance Investment executives in the Private
Equity business line may also participate in carned
interest schemes, which allow executives to share directly
in any future profits on investments Similarly investment
executives in the Infrastructure and Debt Management
business lines may participate in asset-linked and/or
fee-linked incentive arrangements Employees participate
in local state or company pension schemes as appropriate
to local market conditions

POLITICAL DONATIONS

In Line with Group policy during the year to 31 March
2015 no donations were made to political parties or
organisations or independent election candidates and
no political expenditure was incurred

SIGNIFICANT AGREEMENTS

As at 31 March 2015 the Company was party to one
agreement that i1s subject to a renegetiation period on a
change of control of the Company following a {akeover bid
This agreement s a £350 million multi-currency Revolving
Credit Facility Agreement dated 5 September 2014
between the Company Barclays Bank PLC and 11 other
banks The Company i1s required to notify Barclays Bank
PLC as agent bank, within five days, of a change of control
This opens a 20-day negotiation penod te determine if the
Majority Lenders {as defined in the agreement) are willing
to continue the facility Failling agreement amounts
outstanding would be repayable and the facility cancetled

STATEMENT OF DIRECTORS
RESPONSIBILITIES

The Directors are responsible for preparing the Annual
report and accounts in accordance with applicable United
Kimgdom law and those International Financial Reperting
Standards { IFRSs ) which have been adopted by the
European Union

Under Company Law the Directors must not approve the
Group financial statements unless they are satisfied that
they present fairly the financial positron financial
performance and cash flows of the Group far that period
The Directors consider that this Annual report and
accounts, taken as a whole 1s far balanced and
understandable and provides the information necessary
for shareholders to assess the Company s performance,
business model and strategy In preparing the Group
finanoal statements the Directors

{a) select suitable accounting policies in accordance with
International Accounting Standard 8 Acceunting Policies
Changes in Accounting Estimates and Errors and then
apply them consistently,

(b} present information including accounting policies 1N a
manner that provides relevant reltable comparable and
understandable information

{c) provide additional disclosures when comphiance with
the specific requrements tn IFRSs 1s insufficient to enable
users to understand the impact of particular transactions
other events and conditions on the Group s financial
positicn and financial performance,

{d} state that the Group has complied with IFRSs, subject to
any material departures disclosed and explained in the
financial statements, and

(e} make judgements and estimates that are reasonable
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CORPORATE GOVERNANCE

Statutory and corporate governance information continued

The Directors have a responsibitity 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 tme the financial position
of the Group and enable them to ensure that the Group
financial statements comply with the Companies Act 2006

They have a general responsibility for taking such steps
as are reasonably open to them to safeguard the assets
of the Group and to prevent and detect fraud and

other irregularities

In accordance with the FCA's Disclosure and Transparency
Rules the Directors confirm to the best of ther
knowledge that

{a) the financial statements prepared in accordance with
applicable accounting standards give a true and fair view
of the assets liabilities financial position and profit or loss
of the Company and the undertakings included in the
consolidation taken as a whole and

{b) the Strategic report includes a far review of the
development and performance of the business and the
posttion of the Company and the undertakings included in
the consolidation taken as a whole together with a
description of the principal risks and uncertainties that
they face

The Directors of the Cempany and their functions are Listed
in the Board of Directors and Executive Commuttee section

GOING CONCERN

The Directors have acknowledged their responsibilities
in relation to the financial statements for the year to
31 March 2015

The Group s business actvities together with the factors
likely to affect ¢s future development performance and
position are set out In the Business review section The
financial position of the Group 1ts capital structure gearing
and liguidity posittons are described in the Financial review
section The Group s policies on risk management
including treasury and funding risks are contained in the
Risk section Further details are contamed in the Financeal
statements and Notes including n particular, details on
financial risk management

The Directors believe that the Group s well placed to
manage its business nsks successfully The Directors have
considered the uncerta:nties inherent in current and
expected future market conditions therr possible impact
upon the financial performance of the Group and a report
from the Group Fmance Director an the outlook for
liquidity After consideration the Oirectors are satisfied
that the Company has and will maintain sufficient financial
resources to enable it te centinue operating in the
foreseeabte future and therefgre continue to adopt the
gomng concern basis in prepanng 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 1s no relevant audit
information of which the Company s Auditors are
unaware and

(b) they have taken all steps they cught to have taken to
make themselves aware of any relevant 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
aresolution proposing the reappointment of Ernst &
Young LLP as the Company s Auditors will be put to
members at the forthcorming AGM

INFORMATION REQUIRED BY LISTING
RULE98 4

Information required by Listing Rule 98 £ may be found as
set out below

Topic Location

Capitalised interest Portfolio ncome an page 24
Share allotments Note 1%

INFORMATION INCLUDED IN
STRATEGIC REPORT

In accordance with section 414 C (11) of the Compamies Act
2006 the following information otherwise required to be
set out in the Directors report has been included in the
Strategic report risk management objectives and policies
post balance sheet events likely future developments in
the business, and greenhouse gas emissions
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Corporate governance statement

This section of the Directors report
contains the corporate governance
statement required by FCA Disclosure
and Transparency Rule 7 2

CORPORATE GOVERNANCE

The Company seeks to comply with established best
practice in the field of corporate governance The Board
has adopted core values and global policies which set out
the behaviour expected of staif in their dealings with
sharehglders customers colleagues suppliers and others
who engage with the Company

Throughout the year the Company compled with the
provisicns of the UK Corporate Governance Code (the
“Code”) published by the Financial Reporting Council in
September 2012 and which 1s available on the

FRC website

THE BOARD'S RESPONSIBILITIES
AND PROCESSES

The Board s key responsibilities are described on page 50
It 1s responsible to shareholders for the overall management
of the Group and may exercse all the powers of the
Company subject ta the provisions of relevant statutes the
Company s Articles of Association and any directions given
by special resctution of the shareholders The Articles of
Assaciation 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
autherises the Company to make market purchases of its
awn shares If the purchase has first been authorised by a
reselution of the Company

At the AGM in July 2014 shareholders renewed the Board s
authonty to allot ordinary shares and to repurchase
ordinary shares on behalf of the Company subject to
certain bmits and alsc renewed the Beard s authonity to
repurchase B shares on behalf of the Company subject to
certain ltmits Detaits of the authorities which the Board
will be seeking at the 2015 AGM are set out in the 2015
Notice of AGM

The Aruicles of Association also specifically empower the
Board to exercise the Company s powers to borrow money
and to mortgage or charge the Company s assets and any
uncalled capitat and to 1ssue debentures and other securities

MATTERS RESERVED FOR THE BOARD

The Board has approved a3 formal schedule of matters
reserved to i and its duly authorised Commuttees for
decision These include

s Approval of the Group s overall strategy strategic plan
and annual operating budget

u Approval of the Company s half yearly and annual
financial staterments and changes in the Groups
accounting policies or practices

= Changes relating to the capital structure of the
Company or its regulated status

a Major capital projects
m Major changes in the nature of business operations

& Investments and divestments in the ordinary course of
business above certain hmits set by the Board frem
tume to tme

® Policy on borrowing gearing hedging and
treasury matters

®» Adequacy of internal control systems

= Appointments to the Board and the Executive
Committee

w Principal terms and conditions of employment of
members of the Executive Committee and

m Changes in employee share schemes and other
long-term incentive schemes

Matters delegated by the Board to management in¢lude
implementation of the Board approved strategy day-to-
day operation of the business the appointment and
remuneration of executives below the Executive
Committee and the formulation and execution of nisk
management policies and procedures

A succession and contingency plan for executive leadership
15 prepared by management and reviewed perodically by
the Board The purpose of this plan s to rdentfy suitable
candidates for succession to key senior management
positions, agree their training and development needs and
ensure the necessary hurman resources are in place for the
Company to meet its objectives
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CORPORATE GOVERNANCE

Corporate governance statement continued

MEETINGS OF THE BOARD

The principal matters considered by the Board during the
year {in additton to matters formally reserved to the Board)
ncluded

The Groups strategic model related KPls and
annual budget

Regular reports from the Chief Executrve
Regular reports from the Board s committees

The recommendations of the Valuations Commuttee on
valuations of investments

The Annual report and accounts half yearly report and
quarterly trading updates

Dmvidends

Reviews of and updates on the Group s Private Equity
Infrastructure and Debt Management businesses,

m Changes tg the Company s Invesiment Policy which
were approved by the 2014 AGM

m The repurchase during the year of the Company s
outstanding B shares

m Review of Treasury Policy and
» Organisational capability and succession plans

Reports and papers are circulated to the Directors in a
tirnely manner in preparation for Board and Commuttee
meetings These papers are supplemented by information
specifically requested by the Directors from time o time

PERFORMANCE EVALUATION

During the year the Board conducted its annuat evaluation
of its own performance and that of its commuttees and
individual Directors Further detarls are given on page 52

ATTENDANCE AT BOARD AND COMMITTEE MEETINGS

The table below shows the number of full meetings of the Board and its committees attended by Directors during the
year to 31 March 2015 and in brackets the number of such meetings they were eligible to attend In addition to these
meetings a number of ad hoc meetings were held to deal with spectfic tems as they arose

Auditand
Complance Naminations Remuneration Valuahons
Beard Committee Committee Commuttee Commuttee
Total meetings held -] -] [} ) 4
Number attended
Sir Adrian Montague 616 5(5) 4{4)
S A Borrows! 616) 22) 4(4)
1S Wilson blé) 4(4)
JP Asquith blé) 4l8) 6{6) 5(5)
C J Banszky? 34) 4(5)
AR Cox 6(6) (6 6(6) 5(5)
D AM Hutchison 6i6) 6(6) 5(5) 4(4)
R H Meddings® 2(2) 1(1) 2(2)
MG Verluyten 5(6) 4(4) &{6) 3(4}

1 Stepped down from the Norminguions Commuittee on 24 September 2014
2 Appointed 17 July 2014
3 Renred 17 July 2014
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APPOINTMENT AND RE-ELECTION
OF DIRECTORS

Subject to the Company s Aruicles of Assaciation the
Compames Acts and satisfactory perfermance evaluaticn
ngn-executive Directors are appointed for an inial
three-year term Before the third and sixth anniversaries
of first appoiniment the Director discusses with the Board
whether it 1s appropriate for a further three-year term to
be served

Under the Company s Articles of Associatton the mimimum
number of Bhrectors s two and the maximum s 20 unless
otherwise determined by the Company by erdinary
resolution Directors are appointed by ordinary resolution
of shareholders or by the Board The Company s Articles of
Associatton prowvide for Directors to retire by rotation at an
AGM if they were appointed by the Board since the
preceding AGM they held office during the two preceding
AGMSs but did not retire at either of them they held
non-executive office for a continucus period of nine years
or more at the date of that AGM or they choose to retire
from office Shareholders can remove any Director by
special resolution and appoint ancther person to be a
director in their place by ordinary resolution

Subject to the Company s Artictes of Association retiring
Directors are eligible for reappointment The office of
Director 1s vacated if the Director resigns becomes
bankrupt or1s prohibated by law frorm being a Birector or
where the Board so resclves following the Director
suffering from ill-health or being absent from Board
meetings for 12 months without the Beard s permission

In accordance with the Code, all Directors are subject to
reappointment every year Accordingly, at the AGM to be
held on 25 June 2015 all the Directors will retire from
office All the Directors are eligible for and seek
reappointrent other than Sir Adnan Montague who wall
retire as a Director at the conclusion of the AGM The
Board s reccmmendation for the reappointment of
Directors s set out n the 2015 Notice of AGM

THE ROLES OF THE CHAIRMAN,
CHIEF EXECUTIVE AND SENIOR
INDEPENDENT DIRECTOR

The Board approved dwision of responsitilities between
the Chairman of the Board and the Cheef Executive 1s
described on page 52

During the year Mr R H Meddings served as Senior
Independent Cirectar until 17 July 2014 when he retired
from the Board and Mr J P Asquith served as Senior
Independent Director from that date

DIRECTORS

Directors biographecal details are set out on page 48 The
Board currently comprises the Chairman six independent
non-executive Directors and two Executive Directors Sir
Adrian Montague served as Chairman and Mr J P Asquith
Mr S A Borrows Mr AR Cox MrD A MHutchison MsMG
Verluyten and Mrs J S Wilson served as Directors
throughout the year under review Mr R H Meddings
served as a Director until 17 July 2014 and Mrs C J Banszky
served as a Director from 17 July 2014 Following the year
end Mr S R Thompson was appointed as a non-executive
Directar an 13 April 2015

In addition to fulfitling their legal responsibilities as
Directors, non-executive Directors are expected to bring
an independent jJudgement to bear on 1ssues of strategy
performance resources and standards of conduct and to
help the Board provide the Company with effective
leadership Further details of their role are set out on page
52 Non-exgcutive Directors are expected to make
availabte sufficient ime to meet the requirerments of the

appointment The average time commitment s expected to

be around 15 days a year fogether with additional time for
serving on the Board s commuttees

The Board s discussions, and its approval of the Groups
strategic plan and annual budget provide the non-
executive Directors with the opportunity to coniribute to
and validate managerment s ptans and assist in the
development of strategy The non-executive Directors
recewve regular management accounts reports and
information which enable them to scrutimse the
Company s and management s performance aganst
agreed objectives

Directors’ independence

All the non-executive Directors {other than the Chairman,
who was independent on appointment) were considered
by the Board tc be independent for the purposes of the
Code in the year to 31 March 2015

The Board reviews non-executive Directer independence
at least annually having regard to the potentiat relevance
and materiality of a Director s interests and relationships
No Director was matenially interested in any contract or
arrangement subsisting duning or at the end of the
financial period that was sigmificant in relation to the
bustness of the Company

Directors’ employment contracts

Mr S A Borrows and Mrs 1 S Wilson each have
employment contracts with the Group with notice periods
of 12 months where notice 1s given by the Group and six
months where notice 1s given by the Director Save for
these notice pertods the employment contracts have no
unexpired terms None of the other Directers has a service
contract with the Company
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Training and development

The Company has a training policy which provides a
framework within which traiming for Directors 1s planned
with the objective of ensuring Directors understand the
duties and responsibilities of being a director of a tisted
company All Directors are reguired to update their skills
and maintain thesr famibarity 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 Executive
following which appropriate briefings on the
responsibilities of Directors the Company s business and
the Company s procedures are arranged The Company
provides apporturities for non-executive Directors to
obtain a thorcugh understanding of the Company s
business by meeting members of the senior management
team who in turn arrange as required visits to investment
or support teams

The Cormpany has procedures for Dieectors to take
independent legal or other professional advice In relation
to the performance of their duties

THE BOARD'S COMMITTEES

As described on page 91 the Board 1s assisted by various
principal committees cf the Beard which report
regularly to it

Audit and Compliance Committee

The membership and activities of the Audit and
Compliance Commuttee are described in its report on
pages 45 to 68

Remuneration Committee

The membership and activities of the Remuneration
Committee are described in the Directors remuneration
report on pages 72 to 81

Valuations Committee
The rnembership and activities of the Valuations
Committee are described inits report on pages 69 to 71

Nominations Commuttee

The Nominations Comrmuttee comprises Sir Adrian
Montague (Chairman} Mrs C J Banszky Mr J P Asquith
Mr AR Cox, Mr D A M Hutchison, Mr S R Thampsoen and
Ms M G Verluyten, alt of whom served throughout the year
save for Mrs Banszky who served from her appointment
as a Directar on 17 July 2014 and Mr Thompson who
served from his appointment as a Director on 13 April
2015 Mr R H Meddings was a member of the Commitiee
until his retirement from the Board on 17 July 2014 ang
Mr S A Borrows was a member of the Committee untit
24 September 2014

Quning the year the Norminations Commmittee held six
meetngs Attendance of members at those meetings is
shown on the table on page 58 The Committee

n Considered the balance and composition of the Board
including succession planning and the needs of the
Company in terms of the desirable experience and
qualifications of future appointees as non-executive
Directors

» Recommended Mr Asquith for appointment as Semior
Independent Director

» Considered candidates for appointment as Chairman of
the Board in succession to Sir Adrian Montague

» Considered candidates for appointment as non-
executive Director and recommended to the Board the
appointment of Mrs Banszky and

» Considered and putin train arrangements for selecting
further candidates for recommendation to the Board for
appointment as non-executive Director

The Company has a formal rigorous and transparent
process for the appontment 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 Committee, including {in the case of
non-execytive Directars) whether they have sufficient time
ta fulfil therr roles Specialist recruitment consultants
assist the Committee to identify suitable candidates for
appointment The Committee s recammendations for
appointment are put to the full Board for approval

Further to the publication of the Davies Repert on Women
on Boards and Code Provision B 2 4 the Board strongly
supports the principle of boardroom diversity of which
gender 1s one important aspect The Board s aim s to have
a diverse Board in terms of gender mdustry experience
skilis and educational background, and naticnality The
Board makes appointments on merit and against objective
critersa External search consultancies engaged by the
Company are instructed to put forward for all Board
positions a diversity of candidates including women
candidates External search consultancies engaged by the
Commuttee during the year were Egan Zehnder, Russell
Reynolds Asscciates and The Zyges Partnership Egon
Zehnder and Russell Reynolds Assocrates also provided
other recruitment services to the Group during the year

THE COMPANY SECRETARY

Directors have access to the advice and services of

the General Counsel and Company Secretary who advises
the Board through the Chairman on governance rmatters
The Company s Articles of Assaciation and the schedule

of matters reserved to the Board or its duly authorised
commuttees for decision provide that the appointment

and removal of the Company Secretary 1s a matter for

the full Board
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MAJOR INTERESTS IN ORDINARY SHARES

Notifications of the following major voting interests in the Company s ordinary share capital [notifiable is accordance with
Chapter 5 of the FCAs Disclosure and Transparency Rules or section 793 Comparies Act 2004) had been received by the

Company as at 31 March 2015 and 1 May 2015

As at % of issued Asat % of 1ssued

31 March 2015 share capial 1May 2015 share capital

BlackRack Inc 102041789 1049 100494125 1033
Artemis Investment Management LLP 67795142 697 64286507 461
UBS Global Asset Management 38478516 394 38508638 397
Threadneedle Asset Management Lirited 38039519 39 38039519 3
State Street Global Advisors 31585088 326 31843893 327
J O Hambro Capital Management Group Limited 31393478 322 29837786 307
Legal & General investment Management Limited 30443239 313 30429315 313

RELATIONS WITH SHAREHOLDERS
AND POTENTIAL INVESTORS

Approach to investor Relations

The Board recognises the importance of maintaining a
purposeful relationship with shareholders The Group has
a comprehensive Investor Relations programme to help
existing and potential investors to understand its activities
strategy and financial perfarmance The Chief Executive
and the Group Finance Director meet with the Company s
principal sharehelders to discuss refevant 1ssues as they
arise The Charrman mantains a dialogue with
shareholders on strategy corporate governance and
Directors remuneration as required The Board receives
reparts 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 opportunity to meet shareholders

Board oversight

The Executive Directors brief the Board on a regular

basis on the implementation of the Investor Relations
programme and on feedback received from analysts and
investars Any significant concern raised by shareholders
in relation to the Group s also communicated tc the Board
In addition research reports published by investment
banks on 31 are circulated to the Board on a regular basis

The Board also recewes periodic feedback from existing
shareholders and potential investors through 3is
corporate brokers Bank of Amenca Mernll Lynch

and Barclays

Institutional investor programme

Meetings with principal shareholders

The Executive Directors meet with the Groups principal
shareholders en a twice yearly basis, following the
publication of annual and half yearly results and as
required during the year The Chairman and Sentor
Independent Director are also available to meet with
shareholders as required The Investor Relations
department also manages a programme of engagement
with smaller sharehelders implermented through regular
presentations and meetings

Meetings with potential investors

During the year the Executive Directers and the Investor
Relations team held regular meetings with potentiat
investors internationally to communicate the strategy
and performance of 3i

Annual and half yearly results presentations

The Exacutive Directors present the annual and half yearly
results to a broad group of institutional investors and
analysts These presentations are webcast live on 3is
website and the on-demand webcast remains available
an the website for a period of 12 months

Capital markets day

The 2014 capital markets day held in June consisted of a
presentation to significant sharehalders and analysts by
senior i executives and the management tearmn of Action,
Jis largest investment followed by a tour of Actions
distributton centre in the northern Netherlands The
presentation focused on Action s business model and
strategy and on its recent financial performance The
presentation materials used on the day were made
available on 315 website to enable those investors and
analysts that could not attend to access the information
provided at the meeting

Industry conferences

Throughout the year, the Executive Directors also
participated in a number of industry conferences
organised by investment banks for thewr institutional
investor base These included canferences organised by
Morgan Stanley Societe Generale KBW Bank of America
Merrill Lynch and Cits

Individual investors

Individuzl investors are encouraged to engage with the
Group and prowvide feedback through the Investor Relations
team and the Company Secretary whose contact details
are available on the website
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Website

315 website provides a brief description of 315 hisiory
current operations and strategy as well as an archive of
over 10 years of news and historical financial iInformation
on the Group and details of forthcoming events for
shareholders and analysts Annuzl and half-year results
presentations are alsc webcast live and cn-demand on
315 website

Annual General Meeting

The Company also uses its AGM as an cpportunity to
communicate with its shareholders At the Meeting,
business presentatiens are generally made by the
Charrman and the Chief Executive The Chairmen of the
Remuneration Audit and Compliance and Nominations
Committees are generally avallable to answer
shareholders guestions Business te be discussed at the
meeting 1s notihed to shareholders in advance through the
Notice of Meeting and covers matters such as the annual
election of Directors, the appointment of the Auditors and
the dividend declaration During the meeting shareholders
are also asked to apprave the fingncial statement and
report of the Directors and Auditors n addition
shareholders are asked to approve the Directors
remuneration regort

The 2014 Notice of AGM was dispatched te shareholders
not less than 20 working days before the Meeting

At that Meeting voting on each resclution was taken on
a poll and the poli results were made available on the
Company s website

RIGHTS AND RESTRICTIONS ATTACHING
TO SHARES

A summary of the rights and restrictions attaching to
shares as at 31 March 201515 set out below

The Company s Articies of Association may be amended by
special reselution cf the shareholders in general meeting
Holders of ordinary shares enjoy the rights set out in the
Articles of Association of the Company and under the laws
of England and Wales Any share may be issued with or
have attached to it such nghts and restrictions as the
Company by ordinary resolution or faing such resoluticn
the Board may decide

Holders of crdinary shares are entitted tc attend, speak
and vote at general meetings and to appoint proxies and in
the case of corporations, corporate representatives to
attend speak and vote at such meetings an 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 entitted to receive the
Cornpany s Annual report and accounts to receive such
dividends and other distributions as may lawfully be paid
or declared on such shares and on any liguidation of the
Company tg share in the surplus assets of the Company
after satisfaction of the entitlements of the holders of any
shares with preferred rights as may then be in1ssue

There are no restrictions on the transfer of fully paid
shares In the Company save as follows The Board may
declire to register a transfer of uncertificated shares in
the circumstances set out in the Uncertificated Securities
Regulations 2004, a transfer to more than four joint
holders atransfer of certificated shares which is not in
respect of only one class of share a transfer which is 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 Companies Act 2006 a notice (under section 793
of that Act) has been served by the Company on a
shareholder whe has then failed to give the information
required within the specifred time 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 validly and, except in the case of a iquidation, to
receive the payment of sums due from the Cormpany)

There are no shares carrying special nghts with regard to
control of the Company There are no restrictions placed
on vohing nights of fully paid shares save where in
accordance with Article 12 of the Company s Articles of
Association a restriction notice has been served by the
Campany in respect of shares for faiture to comply with
statutory notices or where a transfer notice (as described
betow} has been served in respect of shares and has not
yet been complied with Where shares are held on behalf
of former or current employees under employee share
schemes those participants can give instructions to the
holder of such shares as to how votes attached to such
shares should be exercised

In the circumstances specified in Article 38 of the
Company s Articles of Assaciation the Company may
serve a transfer notice on hotders of shares The relevant
crcumstances relate to (a) potential tax disadvantage to
the Campany (b) the number of United States Residents
who own or hold shares becoming 75 or more or {c} the
Company being required tc be registered as an investment
company under retevant US tegrslation The notice would
require the transfer of relevant shares and pending such
transfer the nghts and privileges attaching to those shares
would be suspended

The Company 1s not aware of any agreements between
holders of its securities that may restrict the transfer of
shares or exerc:se of voting rights
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PORTFOLIO MANAGEMENT
AND VOTING POLICY

In relation to unguoted investments, the Group s approach
1s to seek to add value to the businesses i which the
Group invests through the Group s extensive experience,
resources and contacts and through active engagement
with the Boards of those companies In relation to quoted
investments the Group s policy 1s to exercise voting nights
on all matters affecting its interests

INTERNAL CONTROL

The Board 1s responsible for the Group s system of internal
control and reviews its effectiveness at least annually
Such a system Is designed to manage rather than
elimnate the risk of fallure to achieve business objectives
and can provide cnly reasonable and not absalute
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 comrrittees far decision the Board aims
to maintain full and effective control over appropriate
strategic financial, operatronal and compliance 1ssues

The Board has put in place an organisatienal structure
with clearly defined lines of responsib:lity and delegation
of authority The Board considers and approves a strategic
plan and budget on an annual basts and recewves regular
updates Inaddition there are established procedures and
processes for planning and controlling expenditure and
the making of investments There are also infermation and
reporting systems for monitoring the Group s businesses
and their performance

The Group Risk Commuttee I1s a management committee
formed by the Chief Executive and its purpose is to review
the business of the Group in order to ensure that business
nskis considered assessed and managed as an ntegral
part of the business There i1s 2n engoing process for
wentifying evaluating and managing the Group s
significant risks This process was in place for the year to
31 March 2015 and up to the date of this report Details

of the nsk management framework can be found in the
Risk section

The overall internal control process 1s regularly reviewed
by the Board and the Audit and Compliance Cornrmittee
and complies with the internal control guidance for
Directors en the Code 1ssued by the Turnbull Committee
The internal control process established for the Group
includes

Policies

Core values and global policies together compnising the
Group s high-level printiples and controls with which
all staff are expected to comply,

Detailed policies and procedures with processes for
reparting weaknesses and for monitoring corrective
action and

A Compliance manua!, with procedures for reperting
complance therewith

Processes

Appointment of experienced and professional staff
both by recruitment and promaotion of the necessary
calibre to fulfil their allotted responsibilities

A planning framework which incorporates a Board
approved strategic ptan with ohjectives for each
business unit

Formal business risk reviews performed by
management which evaluate the potential financtal
impact and Likelihood of Identified risks and possible
new risk areas

The setting of control ritigation and monitoring
procedures and the review of actual cccurrences
identifying lessons to be learnt

A comprehensive system of financial reporting te the
Board based on an annual budget with monthly
reporting of actual results, analysis of variances,
scrutiny of key performance indicators and regular
re-forecasting

Regular reports to the Board, which analyse funding
requirements track the generation and use of capital
and the volume of liquidity measure the Groups
exposure to exchange rate moverments and record the
level of compliance 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 apprarsal and
approval of iInvestments mcluding detailed investment
and divestment approval procedures incorporating
appropriate levels of authority and reqular post-
investment reviews
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Venification

& An Internat Audit function which undertakes periodic
exarmination of business units and processes and
recornmends improvements in controls to
management

m The external Auditers who are engaged to express an
opinion on the annual financial statements and

= An Audit and Compliance Committee which considers
significant cantrol matters and receives reports from
Internal Audit the external Auditors and Group
Compliance on a regular basis

The internal control system 1s monitored and supported
by laternal Audit and Group Compliance which operate
on an international basis and report to management and
the Audit and Compliance Commuttee on the Groups
operations The work of Internal Audit is focused on the
areas cf greatest risk to the Group determined with
reference to the Group s risk management process

The external Auditors independently and objectively review
the approach of management tc reporting operating
results and financial condition They also review and test
the system of internal financial control and the information
contained in the annual financial statements to the extent
necessary for expressing thewr opimon

FINANCIAL REPORTING

In the context of the above internal control framework
there are specific processes in place in relation 1o
Financial Reperting, nctuding

s Comprehensive system of key contrel and oversight
processes, including regular reconciliations line
manager reviews and systems access conirols

® Updates for consideration by the Audit and Compliance
Commuittee of accounting developments, including draft
and new accounting standards and legislation

® A separate Valuations Committee which considers the
Group s investment valuation policies, application
and outcome

m Approval of the Group s budget by the Board and
regular updates on actual and forecast financial
performance against budget

m Reports from Internal Audit on matters relevant to
the financial reporting process including penodic
assessments of internal controts processes and
fraud rnisk

m Independent updates and reports from the external
Auditors on accounting developments application of
accounting standards key accounting judgements
and observations on systems and controls and

m Regular risk reviews including an assessment of
risks to reliable financial reporting covering people
processes and systems and updates on the
management of identified rnsks or actual ncidents

DIRECTORS® REPORT

For the purpeses of the UK Companies Act 2004 the
Directors report of 31 Group plc comprises the Corporate
Governance section on pages 46 to 81 other than the
Directers remuneration report on pages 72 to 81

The Strategic report, Directors repoert and Directors
remuneration report have been drawn up and presented
wn accordance with and in reliance upen English company
law and the latilities of the Directors in connection with
those reports shall be subject to the imitations and
restrictions provided by that law

By order of the Board

K J Dunn ,(.J b\_‘

Company Secretary
13 May 2015

Registered Office
16 Palace Street
London SWIE 5J0
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Audit and Compliance Committee report

INTRODUCTION

“The Audit and Compliance

Committee’s priorities

remain the effectiveness of
internal control and ensuring
the integrity of the Group's

financial reporting.”

Caraline Banszky
Chairman Audit and Compliance Comrmutiee

image removed

INTRODUCTION

With the retirement in July 2014 of Richard
Meddings, who had been Chairman of the
Audit and Compliance Committee (“the
Committee™ since October 2010, Carcline
Banszky was appointed as Chairman with
effect from January 2015 after a period of
familiansation with the business In the
interim, Jonathan Asquith chaired the
Commuttee as Acting Chairman

MEMBERSHIP AND ATTENDEES

The Board 1s satisfied that Mrs Banszky and Mr Asquith
both have recent and relevant financial experience as
outlined in the UK Corporate Gevernance Cade Further
detail on each Directer s experience ¢an be found in the
Orrectars biographies on page 48

Throughout the year the Commuttee received regular
reports on a number of matters including the valuation

of the investment pertfolio, internal audit findings and
follow-up work, accounting 1ssues and jJudgements and
legal and regulatory matters The Committee received
presentations from members of servor management
including the Chuef Executive Group Finance Director
General Counsel Group Financial Controller the Director
Internal Aucit and the Birector Group Compliance as well
3s from the external Auditors Ernst & Young LLP

MEMBERSHIP DURING THE YEAR

Name

Other attendees were invited from time to kme depending
on the nature of agenda items

The Chairman of the Commuttee also had meetings with

a aumber of these individuals separately providing an
additional forum to discuss specific 1ssues During the
year, the Committee held private discussions with the
Group Finance Director the Director Internal Audit the
Director Group Compliance and with the external Auditors
in the absence of management

For the first time this Annual Report includes a separate
report from the Valuations Commutiee The role of the
Committee to review and recommend the valuation of the
investment portfolio remnains unchanged However the
detarl on the key valuation considerations and the review
and chaltenge undertaken in the year 1s now included in
the Valuation Committee Report on page 469

Membership status

Carcline Banszky {Charman)  Non-executive Director

Member since 17 July 2014
Chairman since 1 January 2015

Jonathan Asquith Nan-executive Director Member since March 2011

Acting Chairran between 17 Juty 2014 and 1 January 2015
Alistair Cox Non-executive Director Member since October 2009
Richard Meddings Non-executive Director Retired as Chairman and member an 17 Juty 2014
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Audit and Compliance Committee report continued

WHAT THE AUDIT AND COMPLIANCE COMMITTEE REVIEWED IN THE YEAR

The Commuittee met six times during the year and the attendance of members at meetings 1s shown in the table on
page 58 During the year the Commuttee s activities tncluded considering the fallawing

Annual and half-year reports
Quarterly trading updates
Developments in financial reporting

Externat reporting being far balanced and
understandable

w» Going concern

m» Key areas of accounting judgements
and estimates

Confirmation of external Auvditor Independence
Policy and approval for non-audit fees

Audit plan and process fees and engagement
Auditar performance and effectiveness
Regulatory positicn with regard to audit tendering

m 315 system of internal control
and risk management

a External and internal audit reports

s Regulatory changes and compliance

m Annual effectiveness reviews of internal audit
and internal control framework

Financial External
reporting audit
Internal control Risk

and risk management reviews

= Valuation reports and recommending the
investment asset valuation to the Board

m Cyber secunity and business continuity

m Regular reviews of regulatory changes
projects to implement and compliance

m Annual report on tax risk

Litigation

» Liquidity and going concern

In addition to the areas of significant accounting judgement
{set aut opposite) and monitoring the effectiveness of 3i1s
risk management discussed further below the Committee
particutarly focused on the changing regulatory
environment the finalisation of implementing a new
Private Equity accounting system and the increasing
mateniality of carnied interest payable accrual

The regulatory and tax envirecnment has been going
through a penod of unprecedented change There has
been a significant increase in reporting to reguiators and
tax authorities as well as changes to our operating model
In accordance with the new requirements of AIFMD EMIR
CRD IV, CASS rules and FATCA This has placed additional
burdens on the compliance and finance functions «n
particular The Committee has received quarterty updates
on the key regulatory and tax developments and
outstanding projects from both Finance and Group
Compliance Where necessary external professional
service firms have been engaged to review both our
interpretation of the requirements and the ongeing
compliance as well as the processes implemented to
gather new data The Committee also requested that
Internal Audit undertake a sertes of reviews to further test

implementation of our new reguiatory reporting processes
and systems and ongoing compliance with the new
requirements which were found te be satisfactory

The Committee assessed how the risks associated with a
new system implementation and related process changes
had been mitigated The Commuttee requested that
Internal Audit undertake periodic reviews of the project,
including the change management process and a post
implementation review It also requested a report on the
effectiveness of the system from the Group Financiat
Controller in addition the external Auditors considered the
effective working of the systern and application controls as
part of the external audit The Committee was satisfied
that the risks were being appropnately managed

The 'mproved investment performance and good flow

of realisations led the Commuittee to review the carried
interest payable accrual and payment processes (nternal
Audit undertook a review of the processes and accounting
policies Faliowing the completion of this review and
discussion with the external Auditors the Commuttee was
satisfied that carrred interest was being appropriatety
managed and accounted for
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Area of sigmicant accounting jedgement

What the Comirnittee reviewed and concluded

Valuatron of the Proprietary Capital portfolio

The mast matenal area of judgemeant in the financial statements
and noted as a key risk by the external Auditor relates to the
valuation of the unquoted Praprietary Capital portiolio which at
31 March 2015 was E3 114 mdlion or BO% of net assets under
the Investment basis

In recognitian of the importance of this area the Board has
established a separate Valuations Committee to review the
valuatians policy process and application to individual
investments This Committee provides quarterly
recommendations to the Committee and the Baard

On behalf of the Board the Committee considered quarterty
reports frarm the Chairman of the Valuations Committee and the
Group Finance Directar with particutar facus on the assumptions
supperting the unquoted asset investments any valuation
uncertainties and the proposed disclosure in the financial
statements

Far further information see the report of the Valuation
Committee on pages 69 to 71

Fair balanced and understandable

Under the UK Corporate Governance Code the Board should The Committee reviewed the Interim and Annual financial —
establish arrangements to ensure the Annual Report presents a statements as well as the quarterly trading updates with a
far balanced and understandable assessment of the Companys  management focusing on the integrity and clanty of disclosure 3
position 2nd prospects and to enable the Board ultimately to provide the fair balanced 4
and understandable confirmation ta shareholders in the ]
Egnb;;:igftLr;ep?_:gggl}le:::&:gg ogggf:f:affmg':;fsmem Annual report The Committee considers that the Annual report g
could be made 1s consistent with its understanding of the business -]
The 2015 Annual report has been enhanced in parallel with the 2
FRC s Clear and Concise reporting programme (e ensure that i §
15 less cluttered and duplication is removed z
m
A report highhghting the relevant considerations was reviewed
by the Commuttee in advance of the year end and a summary
of the pracedures undertaken was prepared alongside the
Annual report
0Ongoing develogment of {FRS 10 and the presentation of 3is results
The Group adopted JFRS 10 in its 2014 accounts and introduced the  The Commuttee menitored feedback received from external
non-GAAP Investment basis financial statements to ensure that its  users of the financial statements on the presentation of the
resulis remained understandable nan-GAAP Investment basis and was satisfied thal mantenance
of the Investment basis financial statements was appropriate
The Comruttee continued to recerve regular updates on
developments in IFRS 10 including the amendment in 2014 and -
to endorse the engagement of management with the FRC (ASB
and relevant ndustry bodies
The external Auditors also confirmed that the inclusion of the
Investment basis remained consistent with the prior year
RISK AND INTERNAL CONTROL REVIEWS A report summanising each quarterly GRC meeting along
The Committee has responsibility on behalf of the Board with the nisk report considered 15 circulated te the Audit
and Compliance Committee for review and discussion
for everseeing the effectiveness of the Group s risk
The risk report details the principat nsks, which are
management and internal control systems It monitors the —_
. - derived from the Group Risk process along with
activities of the Graup Risk Commuttee {"GRC") the nsk
commentary on how the exposure to these risks has
management processes in place and the activities of the
moved in the quarter The Commuttee also receives reports
Internal Audit function including its reporting on the
from Internal Audit quarterly covering change
effectiveness of controls the use of the Group s management and other areas of identified higher risk
whistleblowing facility and any changes i approach or 4 g
1ssues relating to the UK Bribery Act
31 Group Annual report and accounts 2015 &7



CORPORATE GOVERNANCE

Audit and Compliance Committee report continued

The General Counsel and Group Finance Director prepare
an annual report on the internal controls framework for
presentation to the Comrmuttee The review documents
the components af the internal contrel framework and
highlights the key developments in the year A separate
commentary on the operation and effectiveness of the
internal control framework over the year 1s independently
prepared by Internal Audit The Group mantains a
framework of controls related o key financial processes
and management of the associated nsks The
effectiveness of such controls is reviewed by Internal
Audit either through dedicated reviews or in the course
of other reviews over the course of the year Group
Compliance carries out desk based menitoring, business
unit and thematic reviews in relation to compliance
policies and other regulatory matters

The Commuittee reviewed the scope activity and
effectiveness of the Internal Audit function and met
privately with the Director tnternal Audit

EXTERNAL AUDIT

Ernst & Young LLP has been the Group s statutory external
Auditor since before the Company was listed on the
London Stock Exchange tn 1994 The Committee assesses
the independence and objectvity quatifications and
effectiveness of Ernst & Young LLP on an annual basis
The Committee also concludes on whether to recommend
the reappointment of Ernst & Young LLP as Auditors to

the Board

Auditor appointment and independence

The Comrmittee recognises the importance of ensuring the
independence and objectivity of the Company s Auditors It
reviews the nature and extent of the services prowded by
them the level of thewr fees and the element comprising
non-audit fees

The Comrmittee reviewed the Auditors fee structure
resourcing and terms of engagement in the year The total
audit fee for the year was £2 0 rmillion (2014 £2 0 rullion}
The Committee s satisfied that this fee 1s appropriate in
respect of the audit services provided and that an effective
audit can be provided The Commuttee oversees the
Groups policy on the provision of non-audit services by the
external Auditor The Committee continues to see benefits
for the Group in engaging Ernst & Young LLP where

m Work s closely related to the audit
u A detailed understanding of the Group 15 required and

m Ernst & Young LLP 1s able to provide at least an
equivalent quality and/or value service than other
potentat providers

The Committee Chairman approves all assignments
allocated to Ernst & Young LLP over a defined ltimut, other
than those related to due dil\gence within the Groups
investment process The key principle of our policy is that
permission to engage the externat Auditor will be refused
when a threat to independence andfor objectivity 1s
perceived Appontments in relation to the investment
process are independent of the audit team and are
approved separately by the Investment Committee

but are reported to the Committee Charrman

Details of the non-audit fees paid to the Auditors are
disclosed in Nate 6 to the financial statements The
Committee concluded that all of these fees fell within its
criteria for engaging Ernst & Young LLP and that the
activibes did not undermine the Auditor s iIndependence
or objectivity

Assessing external audit effectiveness

The Commuittee reviews the effectiveness of Ernst & Young
LLP through the use of quesbonnaires completed by
management, by censidering the extent of their
contribution at its meetings throughout the course

of the year and in one-to-one meetings

The 2015 evaluation alse reviewed the quality of the audit
process the use of Ernst & Young LLP s valuation practice
to support the audit of the partfolio valuations the
technical knowledge of the team and staff turnover within
the Ernst & Young LLP audit team and the Committee
concluded that the audit was effective

Audit tender

During the year the Committee reviewed the effect of the
UK Corporate Gavernance Code the EU Audit Regulation
2014 and the Staiutory Service Order 2014 1ssued by

the UK Competitions and Market Authority { CMA ) with
respect to audit relationships Due to the extent of the
changes to the business following the Strategic Review in
2012, the adoption of IFRS 10 and the extent of existing
relationships with alternative audit firms across the Group
the Committee concluded that 1t would take advantage of
the transitional arrangerments in relation to auditer
rotation as outlined by the Financial Reporting Council and
the CMA The Commuttee currently plans that Ernst &
Young LLP will be retained at least until the conclusion of
the term of its current lead partner in 2018 A full tender
will therefore be conducted no later than 2018

By order of the Board

CJBanszky
Chairman Audit and Compliance Committee
13 May 2015
(D Quse I
(B INRY2NY
“READ MORE

Further information on the Audit and
Compliance Commitiee s terms of
reference can be found on our website
www 3) com
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Valuations Committee

report

INTRODUCTION

“The Valuations Committee

plays an important role in
providing the Board with

assurance that the valuation

process is sound and

independently challenged.

David Hutchison
Charrman Valuations Committee

Image removed

INTRODUCTION

The Committee has been in operation since
before the Company's flotation 1n 1994 but
is reporting directly to shareholders for the
first time this year The Valuations
Committee reports to the Audit and
Complance Committee and the Board on
the valuation of the Group's investment
assets |t meets quarterly, to coincide with
the Group's external financial reporting
requirements It reviews and challenges
the assumptions behind management's
proposed investment asset valuation

The Commuttee s actvity 1s principally focused on the
Private Equity investments as a high level of judgement s
required to value the unquoted portfolic The Committee
has increased its review of the Group s Debt Management
investments during the year as the capital allocation to
that business has grown Limited time 1s devoted to

Infrastructure due to the fact that its principal investment
1n 3 Infrastructure ple s quoted

The Commuttee 1s responsible for keeping the Group s
valuation policy under review and recommending any
changes to the policy to Audit and Compliance Committee
and the Board The policy i1s reviewed at least annually
The Groups valuation policy i1s based on the International
Private Equity and Valuation ("IPEV"} guidelines which set
out recommended practice for fair valuing unquoted
investments within the (FRS framewaork

MEMBERSHIP DURING THE YEAR

OVERVIEW OF THE VALUATION PROCESS

The Committee receives a detailed report from the Group
Finance Director recommending a praposed valuation of
the mvestment portfolio This repert highlights the key
themes by bustness line and the main drivers of value
movement analysed between performance, multiple
maverments and other factors The Committee also
reviews selected material assets in further detail
examples of such assets covered durning the year inciuded
Action, Basic-Fit Scandlines and new investments made
during FY2015

In advance of the full year and half year reporting
managerment hold detailed individual portfotic company
reviews with the respective investrment teams All
non-executive Directors are free to attend these meetings
Non-executive Cirectors including members of the
Valuations Committee attended a significant proportion of
all the meetings held in September 2014 and March 2015
and were represented at all of the top five Private Equity
portfolio company review meetings

As part of its external audit Ernst & Young LLP undertakes
a separate review of the proposed investment partfolio
valuation to deterrmine that the valuation policy 1s being
complied with and that there 1s consistent application and
support for the underlying assumptions Ahead of the
year-end audit Ernst & Young LLP s specialist valuations
team independently reviews a selection of assets to
provide further assurance on their overall audit conclusion
on the appropriateness of 31 s portfolio valuation

Name Membership status
David Hutchison {Chairman)  Non-executive Diregtor Chairman and Member since December 2013
Sir Adrian Montague Non-executive Director Member since July 2010

Martine Verluyten Non-executive Director

Member since 2012

Siman Borrows Chief Executve

Member since 2012

Jubia Wilson Group Finance Director

Member since 2009

Meetings are also attended by other members of the Executive Commuittee as required the Group Financial Controtler

and the external Auditors
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CORPORATE GOYERNANCE
Valuations Committee report continued

FY2015 UPDATE

The Committee facused on the following significant 1ssues in the year

Areas of judgement

What the Commuittee did

Private Equity

Earmings and muttiple assumptions

The majonity of the portfolio 1s valued using a muttiple of EBITDA
earmings This requires judgement as the earnings of the portfoko
company may be adjusted 50 that they are considered
"maintainable

There 1s also a sigmificant degree of judgement in selecting the
appropriate set of comparable quoted companies to determine the
apprapriate multiple 10 generate an enterpnse value Multiples are
selected by reference to quoted comparable companies M&A
transactions and input in certain cases fram corporate finance
adwvisors We also take into account growth profile diversification
and leverage/refinancing nsk

The multiple implied by the quoted comparable may be reduced f
the longer-term view [cycle or exit plan) supports the use of more
conservative multiples

Earmings data i1s receved monthly fram Private Equity portfolio
companies and monitored closely by management Actual
earrings may be adjusted in management s proposed valuations
for examnple ta reflect a full year s trading of an acguired
business rernoving profit from ciscontinued actvities or
excluding exceptional transaction costs Material adjustments
are highlighted to the Committes in the quarterly repert for
review and approval

Gven the strong performance of many quoted markets in the
year management propesed reducing a significant proportion of
multiples used to below the muttiple impled by the quated
comparable levels Any such adjustments are reviewed by the
Committee Ernst & Young LLP also specifically review and
consider the appropriateness of any such adjustments and
reports to the Committee

Imminent sale assets

At any pointin bme it 1s Ukely that a number of potential exit
processes from the portfolio are underway Judgement is applied
by management as to the likely eventual exit preceeds and
certainty of completion This means that in some cases an asset
may nct be moved to an imminent sales basis until very shortly
before completion 1n other cases the switch may occur an signing
However as a generat rule an asset moves to an immnent sale
basis only when a process 1s materially complete and the
remaining fisks are estimated to be minmal given the normat
completion nisk arcund unguoted equity transactions

Assets that are within active sales processes are reviewed by
the Committee including details such as the tirmeline to potential
completion the number and make-up of lidders for Investments
execution and due diligence risks and regulatory or competiticn
clearance 1ssues Management propcse a treatment for each
asset which the Commuttee reviews

Assets valued using a DCF basis

For assets valued using DCF technigues the key valuation
jdgements relate to longer-term assumptions that drive the
underlying business plan and appropreate discount rates

Material assumptions and changes to these assumplions are
reviewed by the Comimittee This may include third-party
support if available Sensitvity to assumptions is also noted

Discount rates are selected by management with reference to
market transactions weighted average cost of capital
calculations and ather public data Any materal changes are
reviewed by the Commitiee

Debt Management
Valuation process

The level of camtal deployed into Debt Management investments
at 31 March 2015 was £176 rullion {March 2014 £143 mullion)
70% of this relates to rvestmeant in CLO equity where there s
lirmited trad:ng and therefore hmited third-party evidence of value
Consequently Judgement 1s required on the choke of basis to use
in¢luding use of internal DCF models

As the level of capital nvested in Debt Management investments
has continued to increase the Commuttee has also continued to
review the valuations policy and refine the process The use by
management of independent data supporting the proposed
valuations has been increased and the quarterly valuation report
in¢ludes a range indicated from all available data ponts
including internal DCF models against the proposed valuation
The range and actual values are reviewed by the Commuttee
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As part of its challenge and review process the
Committee

s Considered the management information provided to
support the Committee s review of the matter including
the strength and operation of the internal controls and
management s responses g any challenges raised by
the Committee members or Ernst & Young LLP

® Sought assurance from the external Auditors as to
whether and how they had considered each of
these areas

® Reviewed the consistency of the views of management
and the external Auditors

The Cermmuttee was satisfied that the application of the
policy and process was appropriate during the period and
recommended the portfolio valuation to the Audit and
Compliance Committee and the Board at each quarter end
for approval by the Board

PORTFOLIO TRENDS

The Commuttee Chairman and management conducted a
review of the valuation outcomes in the portfolio since
2012 The Committee Chairman and Greup Finance
Cirector reported to the Board in May 2015 on the key
observations

It 15 intended to conduct simular reviews at least
annually as an additional review of the overall
portfolio development alongside the specific
quarterly valuation process

By order of the Board

D AM Hutehison
Charrman Valuations Commuttee

13 May 2015

/o READ MORE

Further information on the Valuation
Commuttiee s terms of reference can

be found on our website www 31 com
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CORPORATE GOVERNANCE

Directors’ remuneration report

“We remain committed to

maintaining a remuneration
framework which rewards

progress in meeting the

Group’s strategic objectives.”

Jonathan Asquith
Chawrman Remuneration Committee

Image removed

STATEMENT 8Y THE REMUNERATION
COMMITTEE CHAIRMAN

As Remuneration Committee Chairman,
I am pleased to introduce the Directors’
remuneration report for the financial
year 1 April 2014 to 31 March 2015
(“the year' or '‘FY2015'} 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” or "FY2016" relate to the
financial year 1 April 2015

to 31 March 2016

At our 2014 Annual General Meeting our remuneration
policy was approved No changes are berng made to that
policy The policy 1s also reproduced for reference from
page 138 of this Annual Report

Last year s Directors remuneration report was our first
such report published under the Large and Medium-sized
Companues {Accounts and Reports) (Amendment)
Regulations 2013 and we receved some helpful feedback
from a number of shareholders and their representatives
on aspects of that report That feedback particularly in
relation to disclosures linking performance to annual
bonus cutcomes has assisted us in preparing the
Directors remuneration report for the year

PERFORMANCE IN THE YEAR

As we approach the end of the third year of the multi-year
strategic ptan announced in June 2012 | am pleased to
report, as you will have read earbier in this Annual Report
that this has been another successful year for the
Company The business has continued to deliver a good
flow of realisations and strong unrealised value growth
driven by quality earnings growth This combined with the
Company s continued cost discipling has generated a total
return of 20% on opening shareholders funds This return
was achieved despite signeficant currency headwinds In
addition all the objectives set out at the start of the
strategic plan have been met or exceeded

The strong perfermance by the Company has been
reflected in the share price which has increased by 21%
in the year and a 177% total shareholder return since the
June 2012 strategic anncuncement

The Committee s decisions concerning the Executive
Directors remuneraticn were made in light of these
achievernents against the strategic prionties which were
esiablished for the year Further information on this
assessment 15 provided on pages 74 to 76 Highlights of
these achievements include

Portfolio return

A combination of strong Private Equity pertfotic
performance continued delivery of Private Equity
realisations at material uplifts to opening value and a very
good return on the Infrastructure portfolic generated a
gross investment return of £805 million or 23% of opening
portfolio value A significant porthign of this return was
driven by earnings growth in the Private Equity portfolio

Investment

The impraved levels of new investment actiaty in FY2014
carried through to FY2015 with four key investments
completed in Private Equity Q Holding {precision
engineered elastomenic components manufacturer),
Dynatech {manufacturer of engineered rmission critical
protective equipment), Aspen Pumps (manufacturer of
pumps and accessories for the air conditioning heating
and refnigeration industry) and Christ (distributor and
retailer of affordable jewellery) The Infrastructure
business also completed a €107 million investment in two
oil sterage faciliies and commutted a total of £37 million to
new PPP deals while Debt Management successfully
completed £2 2 billion of new CLO 1ssuance in the year

However in light of the high-priced market conditions for
Private Eguity and Infrastructure assets 1t was important
that the Company maintained an emphasis on disciplined
investing Numerous potential investments were declined
for pricing reasons and only a select number of investment
opportunibes were pursued and completed
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Operating profit

For many years prior to FY2014 the Company had
operated 3t 3 material annual operating cash loss which
diluted capital returns to our shareholders Annual
operating cash profits have furtherimproved from

£5 milbon in FY2014 to £28 million for FY2015 This
sign:ficantly exceeded the FY2015 target due to the 12%
growth in Debt Management AUM improved portfolio
incame cash generation in Private Equity and dividend
proceeds from N

Strategy, investor relations and culture

We are now at the end of the three year strategic plan
that was set out by our Chief Executive Simon Borrows
in June 2012 Each phase of the plan from the first years
Restructuring the subsequent Transition and delivery
phase and now the achievement of the strategic goal
has been well communicated io and supported by our
sharehclders As a result of these strategic changes

the Company today 1s now a more robust efficient and
energised cperation than three years ago

The effects of this turnaround are reflected in the long-
term remuneration of the Executive Directors in two ways
We have operated LTIP schemes for key management for
many years This year is the first since 2008 in which any
long-term incentive award has actually vested at 3 The
amounts recaived by the Executive Directors which are
entirely in ine with policy reflect the Company s excellent
performance under thew guidance over the tast three
years and the appreciation in the share price from £197
per share at the me of grant

COMMITTEE PRIORITIES AND POTENTIAL
CHANGES IN THE CURRENT YEAR

The Committee remains commitied to maintaning a
remuneration framework which rewards progress in
meeting the Group s strategic objectives

We reqularly monitor relevant guidelines and regulatory
changes and our current arrangements are fully in ting
with these During the current year, the Commuttee will
continue {o follow devetopments and in particular will
assess the potential impact of the draft EBA guidelines on
remuneration in relation to CRO IV which may necessitate
changes to our remuneration policy in FY2015 The
Committee will also review its matus/clawback policies
inFY2015

The Remuneraticn Committee values all feedback from
shareholders and hopes ta receive your support at the
forthcoming Annual General Meeting

Jonathan Asquith
Charrman Remgneration Commttee

13 May 2015
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CORPORATE GOYERNANCE
Directors’ remuneration report continued

POLICY REPORT

The policy as set out in the 2014 Directors remuneration report was formally approved by shareholders at the Annual
General Meeting on 17 July 2014 No amendments to the policy are required for this year and so shareholders will not be
asked to voie on the policy at this year s Annual General Meeting

The full policy 1s repraduced for reference from page 138

Following the publication of the 2014 Directors remuneration report the Company issued a statement on its website
providing further context on how the Commuttee would address the issue of an Executive Director participating in a
carried interest scheme For the avoidance of doubt neither of the current Executive Directors particepates in a carred
interest scheme and any future Chief Executive or Group Finance Director will not be permitted to participate Further
details can be found on our website here http /fwww 31 com/system/files/reports/3i_DirectorsRemunerationPolicy_
Additonalinformation pdf

THE ANNUAL REPORT OF REMUNERATION {(IMPLEMENTATION REPORT)

Director remuneration for the year
Single total figure of remuneratien for each Director

Fy2015 FY2014
LTIP L.nP

{no LTIP {no LTIP

Salary/ Annual performance (performance Salary/ Annual performance {perfarmance
£000 fees Benefits Pension  Benus condrtian) condition)  Total fees Henefds Pension Bonus condition} conditon]  Total
5 A Borrows 562 15 15 209 494 4894 8278 550 17 15 203% 405 0 3222
J 5 Wilson 409 i7 45 850 - 2225 3546 400 19 53 750 - 0 1222
Sir Adrian Montague 295 - - - - - 299 295 - - - - - 295
J P Asquith m - - - - - m B4 - - - - - B4
C J Banszky 41 - - - - - &1 - - - - - - -
AR Cox 80 - - - - - 8 68 - - - - Y
D A M Hutchison 92 - - - - - 92 kil - - - - - 1%
R HMeddings 27 K - - - - 27 %0 - - - - - 90
W Mesdag - - - - - - - 54 - - - _ - Ré
M G Verluyten 72 - - - - - 72 b4 - - - _ - b4

W Benefits include a car allowance pravision af health insurance and for Mrs Wilson the value of the Share Incentive Plan matching
share awards

B MrBorrows and Mrs Wilson received salary supplements in leu of pension cantributions of E15k and £45k respectively

B Annual bonus awards made in respect of the year are delivered as 50% cash immedrately and 50% payable in shares deferred for
four years subject to the malus/clawback policy These shares are released in four equal annual instalments over the four years
commencing June 2016 and carry the right to receive dividends and other distribubions

B |nthe case of Mrs CJ Banszky the sum shown [which includes VAT) was paid to her principal employer the Law Debenture
Corporation plc which released her to serve as a non-executiva Dhrector

W In addition to the table above dividends or dividend eguivalents an unvested deferred share awards were paid during the year
{Mr Borrows £131% Mrs Wilson E3ék)

B The value shown in the LTIP [no performance condition) fer Mr Barrows represents the award made in 2011 on josning the Company
n recognition of awards forfeited an leaving his previous employment The award value represents 171087 shares vesting at a
market price of 407 3 pence

B The values shown in the LTI (performance condition) represent the performance shares vesting from the 2012 LTIP The shares have
been valued using the 31 March 2015 closing share price (482 & pence) Further detail 1s provided on page 76

B The fees shawn for the non-executive Directors snclude fees used to purchase shares in the Company

B In addition to the fees shown above Mr Borraws retained directors fees of £67k from The British Land Company PLC and £76k from
Incheape ple and Mrs Wilson retained directors fees of £105k from Legal and General Groug plc

FY2015 ANNUAL BONUS

The annual bonuses for Executive Directors for the yaar were awarded against a balanced scorecard of both financial
and strategic measures agreed by the Committee in May 2014 The Commuttee uses the scorecard as a prompt and
guide to jJudgment and considers the performance outcomes in the wader context of personal performance (including
values and behaviours} nsk market and other factors
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The scorecard review was completed in the context of a very strong performance by the business resulting ina 20%
total return for the year Highlights of this performance inctuded

= Astrong level of realisations (E831m) from the Private Equity portfolio delivered at a significant premium {27%) to
opening value

® Unrealised value growth of £684m in the Private Equity portfolio underpinned by growth in earmings in portfolio
companies of 19%

u Improved origination activity resulting in increased levels of investment in Private Equity Infrastructure and Debt
Management whilst retaining a disciplined and selective approach to investment opportunities and

& Value uplifts and realisations from the Eurapean Infrastructure portfolio leading to a material increase in the
value of 3N

Virtually all of the Group and business line KPIs, including those set out in the scorecard assessment shown below, have
outperformed versus plan from the beginming of the year Overall performance for FY2015 not only exceeded plan butin
all material respects improved further on the excellent performance in FY2014

The specific metrics considered by the Committee to assess the performance of the Executive Directors in each area
of strategec focus are set out below, together where appropriate with their associated targets

For some metrics particularly in the area of new investments and realisations the Board sets expectations rather than
targets This 1s because the timing of acquisitions and disposals 1s highly sensttive to market conditions, and a more
prescriptive approach would run the risk of creating perverse incentives for executives For example to achieve a target
level of realisations may result in the earlier sale of assets than would otherwise be appropriate or to achieve a target
level of investments may result in investing at inflated prices in practice the Board s expectations in these areas were
met or exceeded n each case

Areaof
strategic  Weighting
focus (%) Metrics considered Target/Expectaton  Performance Comments
Gross investment return T £526m (15%) EB05m (23%) Gross investment return exceeded expectations
{% of opening portfolio value) and surpassed that of the previous financiai
year
Portfolic
return 40% Prwate Equity cash income T £32m £55m Realisations interest and dvidends across the
Private Equity portfalic were strong
3N investment return T 0% 26% Other measures of portfolio return shawed
excellent progression
New capital invested in E n/a” £369m Investment performance was goad cverall with
Private Equity CLO 1ssuance expectations met and new capitat
. invested in Private Equity increasing on FY2014
Investment 30% New CLOssuance in Europe E n/a £2 Zbn
and US Mantained a disciplned and selective approach
Mew 3N capital committed E nfa* €107m/E37m 'O New Investments in Private Equity
 Care/PPP Infrastructure and Debt Management
Operating cash profn T £1m £28m Ogerating cash profit for the year was above
Operating Operating costs as a T 10% 10% targets and showed strong performance and
profit 20% percentage of AUM growth compared with FY2014
Groupunderlyng FM profits T £30m (24%) £33m({26%) Underlying PM orafits anc operating costs
{margin %) remainéd steady

Successful execution of the three-year
strategic plan set outin June 2012 3115 now
amore resilient business both commercoially
and financially
fr’:\:::g:‘ Achievement of strategy vestor relations and culture targets E::: gz;:i:e:csz:gz:?\?ea;??l?éd:rr;gvrv:;s
relations 10% 1s measured against 2 balancec scorecard of objectives set by in the implementatian of the strategy

the Remuneration Commuttee
and culture Completion of transition to a new operating

system consoldating reporting wnpraving
efficiency and eliminating 19 legacy systems

31s Graduate Programme successfully launched
with the first graduates starung this autumn

T=Target E =Expectation
Expectatons are not disclosed as they are commergally sensitive
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CORPDRATE GOYERNANCE
Directors’ remuneration report continued

tn the Lght of the achievements detailed above and the exceptional performance of the Group in the year the Commuttee
awarded Mr Borrows a bonus in respect of FY2015 of £2,096k (being 92 5% of his maximum bonus opportunity) and
awarded Mrs Wilson a bonus in respect of FY2015 of £850k (being 82 5% of her maximum bonus oppartunity) In each
case 50% of the award will be paid tn cash immediately with the remaining 50% being deferred into shares vesting n
equal instalments over four years

SHARE AWARDS VESTING IN 2015 SUBJECT TO PERFORMANCE CONDITIONS

2012 Long-term incentive award

The long-term incentive awards granted in July 2012 to Mr Borrows and Mrs Wilsen were subject to a performance
condition based on annualised Total return on equity over the three financial years to 31 March 2015 The table below
shows the achievement against this candition and the resulting proportion of the awards that will vest in July 2015

Threshold Maximum Actual
Measure Performance % vesting  Performance % vesting  Performance % vesting
Annualised three-year totzl return
on equity 10% pa 20% 18% pa 100% 16 8% 0 85%

The table below shows the grants made to each executive Director on 10 July 2012 at a share price of 197p and the
resulting number of shares that will vest due to the achievernent against the Total return on equrty performance
condition The value of the shares vesting has been included in the single figure table using the 31 March 2015 closing
share price of 482 4 pence

Number Value
of shares of share
awarded Number vesting
Face Value at 197 of shares at4824p
Basis of award atgrant atgrant per share % vesting vestng per share
Face value award of 4 times
S A Borrows base salary of £550k £2 200k 1116751 G0 85% 1014 568 £4 894k
Face value award of 25 imes
15 Wilson base salary of £400k £1000k 507414 50 85% 461147 £2 225k

The proportion of the award vesting will be released 50% in July 2015 25% tn July 2016 and 25% in July 2017 tegether
with the value of dwvidends that would have been received during the release period

CHANGE IN THE REMUNERATION OF THE CHIEF EXECUTIVE COMPARED TO OTHER EMPLOYEES

The table below shows the percentage change in remuneration awarded to the Chief Executive and employees as a
whole between the year to 31 March 204 and the year to 31 March 2015

Salary Benelis Bonus
Chief Executive 3% 0% 3%
All other employees 5% 0% 17%
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DETAILS OF SHARE AWARDS GRANTED IN THE YEAR

LTIP
Performance share awards were granied to the two Executive Directors during the year as shown in the table below

Descreption of award A performance share based award which releases shares subject to satisfying the performance
condittons 50% on the third anniversary of grant and 25% on the fourth and fifth anniversaries
Face value Chief Executive — 400% of satary being 547 449 shares

Group Finance Director - 250% of salary being 257931 shares

The share price used to make the award was the average mid-market closing price over the live working
days starting with the day of the announcement of the 2014 annual results (387 7o)

Performance period 1 April 2014 ta 31 March 2017

Performance targets 50% of the award 15 based on absolute TSR measured over the performance period and vests
m (% vesting below 10% pa TSR

20% vesting at 10% pa TSR

Straight-ine vesting between 10% and 18% pa TSR and

100% vesting at 18% pa TSR

50% of the award 1s based on relative TSR measured against the FTSE 250 Index over the performance
period and vests

& 0% vesting for below median performance against the index

B 25% vesting for median performance against the index

m 100% vesting for upper guartile performance against the index and

# Straight-line vesting between rmedian and upper quartile performance

Remureration Committee The Commuttee can reduce any award which would ctherwise vest +f gross debt or gearing targets are
discretion missed

l JINYNHIAO0D ILVHOLHOD |

DEFERRED BONUSES AWARDED IN FY2015

Under the Deferred Bonus Plan, share awards were granted to the Executive Directors on 11 June 2014 in respect of
FY2014 perfoermance with a face value of £813 600 (209956 shares} for the Chief Executive and £300 000 (77,379 shares)
for the Group Finance Director These face values were reported in the 2014 single total figure of remuneration for each
Director The share price used to calculate face value was the average of the mid-market closing prices over the five
warking days starting with the date of the announcement of the Company s results for the year ended 31 March 2014

(14 May 2014 to 20 May 2014) which was 3877 pence These awards are not subject to further performance conditions
and vest in four equal instalments annually from 1 June 2015

SHARE INCENTIVE PLAN

During the year Mrs Wilson participated in the HMRC approved Share Incentive Plan which during the year allowed
employees to invest up to £150 per month from pre-tax salary in ordinary shares ("partnershep shares ) For each
partnership share the Company grants two free ordinary shares ("matching shares™} which are normally forferted if
employment ceases within three years of grant Dividends are reinvested in further ordinary shares ("diwidend shares’)

During the year Mrs Wilson purchased 409 partnership shares and recerved 818 matching shares and 549 diidend
shares at prices ranging between £3 8173 and £4 923 per share with an average price of £4 244

PENSION ARRANGEMENTS
Mr Borrows and Mrs Wilson received salary supplements in lieu of pension of E15k and £45k respectively
PAYMENTS TO PAST DIRECTORS

No payments were made to past Directors in the year

PAYMENTS FOR LOSS OF OFFICE

No payments to Directors for loss of office have been made in the year
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CORPORATE GOVERNANCE
Directors’ remuneration report continued

STATEMENT OF DIRECTORS SHAREHOLDING AND SHARE INTERESTS

The Company s share ownership and retention policy requires Executive Directors to build up over time, and thereafter
maintain a shareholding in the Company s shares equivalent to at least 3 0 times gross salary in the case of the Chief
Executive and 15 bimes gross salary for the Group Finance Director In addition shareholding targets have been
introduced for other members of Executive Committee at 1 5 bimes their gross salary levels and for partners in the
Groups businesses at 10 times their gross salaries

Details of Directors interests (including interests of their connected persons) in the Company s shares as at 31 March
2015 are shown below The share price on 31 March 2015 was £4 824

Shares
Current
Owned Deferred Subjectto  Unexercised Shareholding  sharehoiding
outright' shares performance’ shareoptions requirement {% salary)
S A Borrows? 9580419 &0B 617 2297525 - 300% 81568%
JSWilson? 67590 196 586 1044 329 21495 150% T5%
Shares owned
outright
Sir Adrian Montague? 90905
JP Asquith? 10 602
C Banszky* & 000
ARCod 22900
D Hutchisan® 53966
M G Verluyten® 18000

1 The share interests shown for Mrs Wilson include shares held in the 31 Group Share Incentive Plan The owned outright column includes
partnership and dividend shares under the SIP The deferrad shares column includes matching shares under the SIP

2 The number of shares shown under the heading “Subject to performance” includes 100% of the 2012 Performance Share award it1s
expected that the performance target will be met with 90 85% of the shares being released as described on page 76

3 Directors are restricted from hedging their exposure to the 31 share price

From 1 April 2015 to 1 May 2015 Mrs Wilson became interested in a further 29 shares overall outnight (SIP Partnership Shares) and a
further 58 deferred shares {SIP Matching Shares) There were no other changes to Directors share interests in that peniod

PERFORMANCE GRAPH AND TABLE

TSR Graph
This graph compares the Company s total shareholder return for the six financial years to 31 March 2015 with the total
shareholder return of the FTSE 250 Index

Graph removed
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Table of tustornc Chief Executive data

Single figure
of total Percentage Percentage
remunaration of maximum of maximum
Year Chief Executive €000 bonus paid LTIP vesting
FY2015 S A Borrows 8278 925% 9085%
FY2014 S A Borrows 3222 925% 0%
Fy2013 S A Borrows 2932 0% nfa
M JQueen 429 0% 0%
Fy2012 M JQueen b4l 0% 0%
FY2011 M JQueen 1305 S4% 0%
FY2010 M J Queen 1989 79% 0%

1 M JQueen ceased to be a Director on 16 May 2012 Mr Borrows was appointed Chief Executive on 17 May 2012 having previausly been
Chief Investment Otficer

RELATIVE IMPORTANCE OF SPEND ON PAY

Change
2016115 201314 %
Rermuneration of all employees £85m £77m 10 4%
Oividends paid to shareholders £183m £114m 60 5%
STATEMENT OF IMPLEMENTATION OF THE REMUNERATION POLICY IN THE COMING YEAR
The table below sets out how the Committee intends to operate the remuneration policy in FY2014
Policy element Implementatien of pelicy during FY2016
Base salary A Group-wide 3% increase te salaries will take place in FY2016 which will also be applied to Executive
Director salanes Eifective from 1 July 2015 salaries for the Executive Direclors will therefore be s
follows

m Chief Executive £583 495 {+3%)
® Group Finance Director £424 360 (+3%)

Pension No changesto the current arrangements are proposed for FY2016 The Executive Directors will continue
to receive a pension contribution or salary supplement as follows
w Chief Executive £15k
® Group Finance Director 12% of satary

Benefits No changes to the current arrangements are proposed for FY2016

Benefits will continue to include a car allowance prowision of health Insurance and any Share Incentive
Plan matching share awards

Annual borus The maximum annual bonus oppartunsties for FY2016 will remain unchanged in Line with the
remuneration pobicy as follows
u Chief Executive 400% of salary
& Group Finance Director 250% of salary

Awards over 75% of this maximum wilt be made only in exceptional circurnstances

Any bonus will be awarded based on a balanced scorecard of both financial and strategic measures
agreed by the Commuttee alongside a consideration of the wider cantext of persanal performance
(inctuding vatues and behaviours} nsk market and other factors

Measures for the FY2014 scorecard are based B5% on financial measures (50% portfolo returns 25%
investment management and 10% operating performance) and 15% on strategic and people objectives
They are cabibrated to current business strategy and will evelve year on year as the Graup s situgtion and
priorities develop

The Commmitiee considers that the specific targets and expectatrons contained inthe FY2016 scorecard
are commercially sensitive and therefore will naot be disclosed in advance We will report to shareholders
next year on performance and the resulting bonus autturns

Al least 50% of any bonus award will be deferred into shares vesting in equal instalments over four years

Under the Cormpany s malus and clawback policy any deferred banus may be forfeited or reduced prior
to vesting in exceptional circumstances on such basis as the Commuttee considers fair reasonable and
proportionate This would include material misstatement of Group financial staterments or cases where
an individual s deemed to have caused a mater:al loss for the Group as a result of reckless negligent or
wilful actions or mappropriate values or behaviour
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CORPORATE GOVERNANCE
Directors’ remuneration report continued

Policy element Implementation of policy during FY2016

Lang-term wicentive plan Awards under the long-term incentive plan in FY2016 will be made as follows
® Chief Executve 400% of salary
m Group Finance Director 250% of salary

Performance will be measured over a three year period and will ke determined by the Remuneration
Committee Performance measures remained unchanged from the previous year and will be as follows

50% of the award 1s based an absolute TSR measured aver the performance period and vests
m (% vesting below 10% pa TSR

| 20% vesting at 10% pa TSR

m  Straight-Une vesting between 10% and 18% pa TSR and

B 300% vesiing at 18% pa TSR

50% of the award 15 based on relative TSR measured against the FTSE 350 Index  aver the performance
period and vests

B 0% for betow median performance against the index

25% for median perfarmance aganst the index

100% for upper quartile performance against the index and

Straight-tine vesting between median and upper quartile performance

*Awards under the FY2015 plan were measured against the FTSE 250 Index After a review the
Committee has decided that the FTSE 350 Index s a more appropriate index to measure the Company s
relative TSR as this Index reflects both the vanety of the Company s portfolic of internaticnal
investments as weil as the diverse currencies in which those investments are denominated

Under the Company s malus and clawback poticy any long-term in¢entive award may be forferted or
reduced prior to vesting (n excepbional cirgumstances on such basis as the Committee considers fair
reasonable and proportionate This wauld include matenial misstatement of Group financial statements
or cases where an individual s deemed to have caused a material loss for the Group as a result of
reckless negiigent or wilful actiens or inappropriate values or behaviour

Shareholding requirements Mo changes to the current arrangements are proposed for FY2016 Shareholding requirements will
therefore remain as follows
m Chief Executive 300% of salary
m Group Finance Directar 130% of salary

Non-executive Director fees  No changes to the current arrangements are propased for FY2016 Fees for the non-executive Directars
will therefore reman as follows

Chairman fee £245 000 plus £30 0004n 31 shares
Non-executive Directors

Board membership fee £50000 plus 3000 3i shares
Deputy Charrman (including SID feel F£40000

Senior Independent Directar fee £10000

Committee Chairman £20000

Committee member £8000

Committee fees are payadle in respect of the Audit and Compliance Committee Remuneration
Committee and Valuations Commitiee
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CONSIDERATION BY THE DIRECTORS OF MATTERS RELATING TO DIRECTORS' REMUNERATION

The following Directars were members of the Remuneration Commuittee during the year

MEMBERSHIP DURING THE YEAR

Name Membership status

Jonathan Asguith (Chairman} Nen-executive Director Mernber since March 2011
Chairman since May 2011

Alistair Cox Nen-executive Director Member since July 2011

David Hutchison Non-executive Director Mermber since Decernber 2013

The Committee s terms of reference are available on the Company s website

The Committee appointed Deloitte LLP as adwisers in 2013 and during the year they provided the Commuttee with
external independent advice

Deloitte are members of the Remuneration Consultants Group and as such voluntarily operate under the code of conduct
n relation to executive remuneration consulting in the UK During the year, Deloitte LLP also provided 3i wath certain tax
advisory services The Committee has reviewed the advice provided during the year and s satisfied that it has been
objective and independent The total fees for advice dunng the year were £44 200 {excluding VAT})

The Chief Executive the Remuneration Director and the General Counsel, Company Secretary & Head of HR attend
Commuttee meetings by invitation other than when their personal rernuneration 1s being discussed

RESULT OF VOTING AT THE 2014 AGM

At the 2014 AGM held on 17 July 2014 votes cast in respect of the Directors remuneration report were

Yotes Votes Total votes Votes

Resolution for against cast withheld

Approval of the remuneration repoert {other than the part containing the 670475950 10279207 700955157 13 466 533
Qirectors remuneration policy) (98 53%) (147%)

Approval of the Directars remuneration palicy 701059781 135463200 714622981 1798 79
(98 10%) {190%)

AUDIT
The tables in this report (including the Notes thereto) on pages 74 to 79 have been audited by Ernst & Young LLP
By order of the Board

Jonathan Asquith
Chairman Remuneration Committee

13 May 2015
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Consolidated statement of comprehensive income

FOR THE YEAR TO 31 MARCH

2014
2015 {restated)’
Notes Em £m
Realised profits over value on the disposal of investments 2 54 144
Unreahsed profits on the revaluation of investments 3 236 81
Fair value movements on investment entity subsidiaries n 530 433
820 660
Portfolio Income
Dwidends 36 75
Income from loans and recevables 38 9
Fees recevable 6 7
Foreign exchange on investments {49) (45)
Gross invesiment return 851 676
Fees recewable from external funds 80 75
Qperating expenses 4 {122) {i34)
Interest receved 3 3
Interest pard (49) (54)
Movement in the fair value of derivatives 14} 10
Exchange mavements {61) (42)
Income frem {ar value subsidiaries 1 B
Carried interess
Carried interest and performance fees recevable 13 80 3
Carried interest and performance fees payable 13 (72) 17
Acquisition related earn-out charges 18) &)
Operating profit before tax 702 520
Income taxes 7 {2) 3
Profit for the year 700 517
Other comprehensive expense that may be reclassified to the income statement
Exchange differences on translation of foreign operations (27) (50)
Other comprehensive income that will not be reclassified to the income statement
Re-rneasurerments of defined benefit plans 26 14) 1"
Qther comprehensive income for the year (41} (39
Total comprehensive income for the year {“Total return”) 459 478
Earmungs per share
Basi; [pence) 8 739 548
Diluted {pence} 8 729 545
Drvidend per share
Interim dividend per share paid (pence) 9 60 47
Final dwvidend per share (pence) 9 140 133

1 Restated See Note 31
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FINANCIAL STATEMENTS

Consolidated statement of financial position

AS AT 31 MARCH

2014
2015 {restated)'
Notes £fm £m
Assets
Non-current assets
Invesiments
Quoted investments 10 9% 258
Unguoted investments 10 1272 1324
Investments in investment entities 13 2079 1909
Investment portfolio 3,750 3
Carried interest and performance fees recevable 13 43 17
Intangble assets 14 19 25
Returegment benefit surplus 26 136 137
Property plant and equipment 4 5
Deferred income laxes 7 3 3
Total non-current 1t 3955 3,678
Current assets
Carried interest and performance fees recevable 13 45 -
Qther current assets 15 54 76
Dernvative finangial instruments - 2
Cash and cash equivalents B&1 674
Total current assets 960 752
Total assets 415 4430
Liabilihies
Non-current Liabilities
Carried interest and performance fees payable 13 {72 (30)
Acquisition related earn-out charges payable {10} {18)
l.o2ns and borrowings 16 (815) {849)
B shares - {6)
Retirement benefit deficit 26 k] {14)
Deferred ncome taxes 7. (1) (2)
Provisions 17 (5) (5)
Total nen-current babikties {922) (924)
Current Uabilities
Trade and ather payables 18 (152) (166)
Carried interest and performance fees payable 13 13 {6)
Acquisition related earn-out charges payable 17 {10)
Derwvative financial instruments - (4)
Current income taxes 7 (2 (4)
Provisions 17 (3) {8)
Total current habilitres {187) (198}
Total Uabilities {1109) (1122)
Net assets 3.806 3,308
Equity
Issued capital 19 719 718
Share prermiym 784 782
Capital redemption reserve 43 43
Share-based payment reserve ki 19
Translation reserve 216 243
Caputal reserve 1519 1050
Revenue reserve 573 542
Qwn shares 20 {79) 89
Total equity 3,806 3,308
i Restated See Note 31
Sir Adrian Montague
Charrman / .
13 May 2015
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Consolidated statement of changes in equity

FOR THE YEAR TO 31 MARCH

Share-
Capital based
Share Share  redemption payment  Translaton Capital Revenue Own Total
capllal premium reserve reserve reserve reserve reserve shares equny
2015 Em £m Em £m £m Em £m Em 1]
Total equity at the start of the year' 718 782 43 19 243 1050 542 (89) 3308
Income fer the year 599 101 700
Excharnige ditferences on transtation of
fareign aperations 127) (27)
Re-measurements of defined benefit plans {14} (14)
Total comprehensive income for the year - - - - {27) 585 10 - 459
Share-based payments 19 19
Release on forfeiture of share options (7) 7 -
Exercise of share awards no 10 -
Ordinary dwvidends (77) 77
Additional dwidends (108 {106)
Issue of ordinary shares i 2 3
Total equity at the end of the year ne 784 43 n pals 1519 573 (79} 31805
Share-
Capital based
Share Share  redemplion payment  Translation Capital Revenue Own Total
capuital prermium raserve reserve reserve reserve reserve shares equity
2014 (restated) £m Em Em tm £m £m £m Em £m
Total equity at the start of the year 718 780 43 17 293 700 487 (104) 2934
Income fer the year 92 125 7
Exchange differences on translation of
foreign operations {50} (50}
Re-measurements of defined benefit plans 1 il
Total comprehensive incoma for the year - - - - (50) 403 125 - 478
Share-based payments 8 8
Release on forfeiture of share options & & -
Exercise of share awards {15) 15 -
Ordsary dwvidends (78) (76)
Additicnal dwidends (38) (38)
Issue of ordinary shares 2 2
Total equity at the end of the year 718 782 43 19 243 1,050 542 (89} 3308

1 Restated See Note 31
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FINANCIAL STATEMENTS

Consolidated cash flow statement

FOR THE YEAR TO 31 MARCH

20%4
M5 (restated)'
£m Em

Cash flow from operating activities
Purchase of investments {116} (148)
Proceeds from investments 270 454,
Cash inflaw from fair value subsidianies 272 -
Partfolio interest recewved 14 [
Portfolio dividends receved 35 25
Portfolio fees receved 10 6
Fees received from external funds 77 75
Carried interest and performance fees receved b 5
Carried interest and performance fees paid (14) (15}
Acquisition related earn-out fees paid (i0) -
Operating expenses {114) [131)
Interest receved 3 3
Interest pawd (54) 57
Income taxes paid {5) (7)
Net cash flow from operating activities 372 278

Cash flow from financing activities
Issue of shares 3 -
Repurchase of B shares (6) -
Dwidend paid (183) 114}
Repayment of shart-term borrawings - 144}
Net cash flow from derivatives 9 32)
Net cash flow from financing activities nrn {310)

Cash flow from investing activities
Net cash flow from deposits - S0
Net cash flow from investing activities - 20
Change in cash and cash equivalents 195 58
Cash and cash equivalents at the start of year 674 633
Etfect of exchange rate fluctuations (8) (A7}
Cash and cash equivalents at the end of year 861 &74

1 Restated See Nete 31
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Company statement of financial position

AS AT 31 MARCH

2015 2014
Notes Em Em
Assets
Non-current assets
Investments
Quoted investments 10 399 258
Unguated investments 10 1163 1283
Investment portfolio 1,562 1541
Carried interest and performance fees receivable 33 8
Interests in Group and fair value entities 22 1561 1735
Total non-current assets 3156 3,284
Current assets
Other current assets 15 341 303
Derwvative financial insiruments - 2
Cash and cash equivalents 735 605
Total current assets 1076 N0
Total assets 4232 4194
Liabilities
Non-current labilities
Carried interest and performance fees payable {2) 2)
Acquisition related earn-out charges payable (10 (14}
Loans and borrawings 16 (815) (849)
B shares - (6}
Total non-current liabilities (827) (873)
Current hatubties
Trade and other payables 18 {327) (292)
Acquisition related earn-out charges payable {it} 10}
Dervative financial instruments - (4)
Total current babiltres (338) (306)
Total habilities {1,185) 179
Met assets 3067 305
Equity
Issued capital 19 719 Vil
Share pramium 784 782
Capital redemption reserve 43 43
Share-hased payment reserve K] 19
Capital reserve 1400 1348
Revenue reserve Q0 85
Total equity 3047 3015

Sir Adran Montague

Chairman /v

13 May 2015 -
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FINANCIAL STATEMENTS

Company statement of changes in equity

Share-

Capital based
Share Share redemption payment Capital Revenug Total
capital premium reserve reserve reserve reserve equity
2015 £m £m £m Em Em £m Em
Total equity at the start of the year 18 782 43 19 1368 85 3015
Profit for the year 138 79 213
Total comprehensive income for the year - - - - 138 75 213
Share-based payments 19 19
Release on forfeiture of share options {7 7 -
Ordinary dividends 77 {77)
Additional dividends (106) {108
Issue of ardinary shares 1 2 3
Total equity at the end of the year 719 784 43 n 1,400 90 3,067

Share-

Capital based
Share Shara redemption payment Capital Revenue Tatal
capital premum reserve reserve reserve reserve equity
2074 Em Em £m Em £m £m Em
Total equity at the start of the year 718 780 43 17 1336 144 3038
Profit for the year 70 1 )
Total comprehensive income for the year - - - - 70 n 81
Share-based payments 8 8
Release on forfeiture of share options (6) & -
Ordinary dividends (78) (76)
Additional dvidends {38) (38)
Issue of ordinary shares 2 2
Total equity at the end of the year 78 782 43 19 1368 a5 305
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Company cash flow statement

FOR THE YEAR TO 31 MARCH

2015 2014
Em £m

Cash flow from operating activities
Purchase of investments 128) {109)
Proceeds from investments 270 454
Net distributions/{drawdowns) from subsidiaries 143 27
Partfolo interest regeived 1 -]
Partfolio dividends receved 29 25
Pertfolio fees received (W (2)
Carnied interest and performance fees receved 1 -
Carnied interest and performance fees paid {1 -
Operating expenses (&4) -
Interest recewved 3 3
Interest paid (54) (57)
Income laxes pad ~ -
Net cash flow from operating activities ne 104

Cash flow from ftnancing actvities
Dividend pad {183) (114}
Issue of shares 3 -
Repurchase of B shares 6) -
Net cash flow from derivatives 9 (32)
Net cash flow from financing activities 177) (48)

Cash flow from investing activities
Net cash flow from deposits - 0
Net cash flow from investing activities - 70
Change in cash and cash equivalents 142 48
Cash and cash equivalents at the start of year 4505 873
Effect of exchange rate ftuctuations (12) (16)
Cash and cash equivalents at the end of year 735 605
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FINANCIAL STATEMENTS

Significant accounting policies

REPORTING ENTITY

31 Group plc {the “Company 15 a public imited company incorporated and domiciled in England and Wates The Consolidated financial statements
{ the Group accounts ) far the year to 31 March 2015 comprise the financial statements of the Company and its consolidated subsidianes
(collectively, “the Group’)

The Group accounts have been prepared and approved by the Directors in accordance with Sectiont 395 of the Companies Act 2006 and the Large
and Medwwm-Sized Companies and Groups (Accounts and Reports) Regulations 2008 The Company has taken advantage of the exemption in
Section 408 of the Cormpanies Act 2006 not to present its Company Statement of comprehensive mcome and related Notes

A number of key accounting policies are disclosed below but where possible, accounting policies have been shown as part of the Note that they
specifically relate to in order to assist the reader s understanding

A COMPLIANCE WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS ("IFRS™)

The Group atcounts have been prepared and approved by the Directors in accordance with all relevant IFRSs as (ssued by the International
Accounting Standards Board ("IASB™) and interpretations issued by the IFRS Interpretations Commuittee endorsed by the Evropean Union ("EUY)

In the year the Group adopted the following amendment

IFRS 10 (Revised) - Consolidated Financial Statements

The IASB 1ssued a narrow scope amendment 1o IFRS 10n December 2014 and subsequently the Group has revisited and 1s now consolidating
two Debt Management entities and a small number of subsidiaries rather than fair valuing them in the IFRS financial statements This 1s due to
additional guidance in the narrow scope amendment clanfying the treatment of entities which invest for camital appreciation but also provide
investrnent related services The Group has chesen to adopt the changes provided in the narrow scope amendment early and has applied the
change retrospectively The change has no effect on total return or net asset value as reported in the Graup s prior year IFRS financial statements
Comparative information has been restated and the effect 1s shown in Note 31

The following standards, amendments and interpretations have been issued with implermnentation dates subject to EU endorsement in some
cases which do not impact on these financial statements

Effective for annual periods beginming an or after

IFRS Annuat umprovements 2010 to 2012 and 2011 10 2013 1 July 2014
IFRS Annual improvements 2012 to 2014 1 July 2016
IFRS 15 Revenue from contracts with customers 1 January 2017
IFRS 9 Financial instruments 1 January 2018

The impact of future standards and amendments on the financial statements s being assessed by the Group and the Company

B BASIS OF PREPARATION

The financial staterents are prepared on a going concern basis as disclosed in the Directars Report

C BASIS OF CONSOLIDATION

(1) Subsidiantes

Subsidiaries are entities contralled by the Group Control, as defined by iFRS 10 1s achieved when the Group 1s exposed or has nghts to vanable
returns from its involvement with the Investee and has the ahility to atfect those returns through its power over the investee Subsidiaries are fully
consaolidated from the date en which the Group effectively obtains control They are de-consoldated from the date that control ceases

31 Group plc1s an investment entity and as such does nol consolidate the investment entities it controls Most of the Group s interests in
subsidiaries are recogrised at fair value through profit or loss Those subsidiaries which provide investment related services such as advisary
management or employment services are nat classified at far vatue through profit and loss and continue o be consolidated unless they are
deemed investment entities in which case they are fair valued

The acquisition method of accounting 1s used to account for the acquisition of subsidiaries Under the acquisition method of accounting with
some limited exceptions, the assets tabilities and contingent liabilities of a subsidiary are measured at their fair values at the date of acquisition
Any non-controlling mterest 1s measured either at fair value or at the non-controlling interest s proportion of the net assets acquired Acquisition
related costs are accounted for as expenses when incurred, unless directly related to the issue of debt or equity securities Any excess of the cost
of acquisition over net assets1s capitalised as goodwitl All intra-group balances transactions income and expenses are elminated

(1) Associates

Associates are those enuties in which the Group has significant influence but nat control, over the financial and operating policies Investments
that are held as part of the Group s investment portfolio are carried in the statement of financial position at fair value even though the Group may
have significant influence over those companies

() Joint ventures
interests in joint ventures that are held as part of the Group s investment portfolio are carried in the balance sheet at fair value
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{iv) Composition of the Group

The Group s made up of several different types of subsidianies The Group re-assesses the function performed by each type of subsidiary to
determme its treatment under the IFRS 10 exception frem consalidation The types of subsidiaries and their treatment under IFRS 10 are

as foltows

General Partners (GPs) - Consolidated
m General Partners provide investment management services and do not hold any direct investments in portfolio assets These entities are not
investment entities

Investment managers/advisers - Consolidated
m These entities provide invesiment related services through the provision of investment management or advice They do not hold any direct
investments in portfolio assets These entities are not iInvestment entrties

Investment managers/advisers which also hold investments - Consolidated

®» These entities provide investment related services through the prowision of investment management or advice and also hold investments in
managed assets typically due to regulatory reasons or investor expectations The primary purpose of these entities 1s to provide investment
related services anc therefore they are not classified as investment entities

Holding companies of investment managers/advisers - Consolidated
8 These entities prowide investment related services through thetr subsidiaries They do not hold any direct investment in portfolio assets and
these entities are not investment entities

Limited Partnerships and other intermediate investment holding structures — Fair valued

® The Group makes investrments in partfolio assets through its ulimate parent company as well as through other imited partnership and
corporate subsidiaries which the Group has created 1o align the interests of the investment teams with the performance of the assets through
the use of vanous carried interest schemes The purpose of these imited partnerships and corporate holding vehucles many of which also
provide investment related services I1s to invest for investment income and capital appreciztion These partnerships meet the definition of an
investment entity and are classtfied at fair value through the profit and loss

Portfolio investments - Fair valued

® Following the introductien of IFRS 10 the test far accounting subsidiaries has been altered to take wider factors of control as well as actual
equity ownership into account This has resulted in 30 investments being classified as accounting subsidianies In accordance with the
investment entity exception, these entities have been held at fair value with movernents in fair value going through the Staterment of
comprehensive mcome With ane exception (Palace Street I) none of these subsidiaries 1s @ UK Companies Act subsidiary

Structured entities — Fair valued
s The Group has interests in 3 number of unconsolidated structured entities, their current carrying value and a description of ther activities 1s
included in Note 29

D CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The reported results of the Group are sensitive to the accounting policies assumptions and estimates that underlte the preparation of its financial
statements UK company law and IFRS require the Directors, in prepaning the Group s financial statements, to select sistable accounting policies
apply them consistently and make judgements and estimates that are reasonable and prudent The Group s estimates and assumptions are
based on hustarical experience and expectation of future events and are reviewed pencdically The actual outcome may be materially different
from that anticipated

The judgerments and assumptioas involved in the Groups accounting policies that are considered by the Board to be the most impertant to the
portrayal of its financial condition are the fair valuation of the investment portfolio and the fair valuation of each investment entity subsidiary The
investment portfolio 1s held at fair value and further detail on the vatuation methodology 1s disclosed i Note 10 Given the importance of this area
the Board has a separate Valuations Commuttee to review the valuations policies process and application to indwidual investments A report on
the activities of the Valuations Commuttee 1s included 1n the Governance sectton of the Annuat report

Further detail on the assessment as an investment entity Is as follows

(a) Assessment as an investment entity
Entities that meet the defimition of an investment entity within IFRS 10 are required to account for most investments in controlled entities as well
as Investments in assoctates and joint ventures at fair value through profit and loss

The Board has conctuded that the Company continues to meet the defimition of an investment entity as its strategic objective of investing in
portfolio investments and providing iInvestment management services to investors for the purpose of generating returns in the form of
investment income and capital appreciation remans unchanged

The Group 1s required to determine the degree of control or influence the Group exercises and the form of any contral to ensure that the financial
treatment is accurate Following the [ASB s narrow scope amendment ta IFRS 10, 1ssued in December 2014, the Company revisited its assessment of
all of its subsidiares and has consolidated two Oebt Managerment entities and reclassified a smalt number of subsidiaries Comparative information
has been restated to reflect the adoption of the amendment to IFRS 10 and the impact 1s shown in Note 3t Further detail on our detailed review of our
application of IFRS 10 including the amendment can be found at the end of the Financial Review section on pages 33 to 37
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FINANCIAL STATEMENTS
Significant accounting policies continued

{b) Valuatton of the defined benefit scheme

The Group also considers the valuation of the 1AS 19 defined benefit scheme to be a significant estimate The Group reviews its assumptions
annuaily with its independent actuanies Further detail on the scheme and the assumptions applied can be found in Note 26 of the financial
statements

E OTHER ACCOUNTING POLICIES

A) Revenue Recognition

Gross investment return 1s equivalent to “revenue” for the purposes of FAS 1 It represents the overall increase in net assets from the investment
portfolio net of deal-related costs and includes foreign exchange movements in respect of the investment portfolio Investment income 1s
analysed inte the following components

I Realsed profits or losses over value an the disposal of investments are the difference between the fair value of the consideration recerved
less any directly attributable costs on the sale of equity and the repayment of loans and recevables and its carrying value at the start of the
accounting period converted into sterling using the exchange rates in force at the date of disposal

u  Unrealised profits or losses on the revaluation of investments 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

m  Fair value maovernents on Investment entity subsidiaries are the movement in the carrying value of Group subsidiaries which are classified as
investment entities under IFRS 10 The Group makes investments in portfolio assets through these entiies which are usually limited
partnerships or corporate subsidiartes

v Portfolio Income s that portion of income that 1s directly related to the return from individual iInvestrnents It1s recognised to the extent that it
1s probable that there will be econamic benefit and the income can be reliably measured The following specific recogmition criteria must be
met before the income 1s recognised

m Dividends from equity investments are recogrised 1n the Statement of comprehensive incorme when the sharehelders rights to receive
payment have been established Income received on the investment in the most junior ranked level of CLO capitat s recogrused as a
dividend £16 million was recerved in the year {2014 £10 million)

® Income from toans and receivables is recogmised as 1t accrues by reference to the principal outstanding and the effective interest rate
applicable which is 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 15 assessed to be below the principal value of a loan the Group recognises a
provision aganst any interest accrued from the date of the assessment going forward until the investment 1s assessed to have recovered
invalue Income received on the instruments in the most junior level of CLO capital 1s recogrised as a dividend £16 million was receved in
the year (2014 £10 multion}

m Fee income is earned directly from investee companies when an investment 1s first made and through the life of the investment Fees that
are earned on a financing arrangement are considered to relate to & hinancial 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 ongaing service to the investee company are
recogmised as that service 1s provided

v Foreign exchange on investments anses on investments made in currencies that are different fram the functional currency of the Group
entity Investments are translated at the exchange rate ruling at the date of the transaction At each subsequent reperting date investments
are transiated to sterling at the exchange rate ruling at that date

B) Foretgn currency translation

For the Company and these subsidiaries whose balance sheets are denominated in sterling which 1s the Company s functional and presentation
currency monetary assets and liabilities denominated in foreign currencies are translated into sterting at the closing rates of exchange at the
balance sheet date Foreign currency transactions are translated into sterling at the average rates of exchange over the year and exchange
differences arising are taken ta the incorme staterment

The balance sheets of subsidiaries and associates denorminated in foreign currencies are translated into sterling at the closing rates

The Statements of camprehensive Income for these subsichanies and assotiates are translated at the average rates and exchange differences
arising are taken o other comprehensive income Such exchange differences are reclassified to the jncome statement in the peniod in which
the subsidiary or associate 1s disposed of

C) Treasury assets and Labilities
Short-term treasury assets and short and long-term treasury liabiliies are used in order to manage cash flows and mimimise the overall costs
of borrowing

Cash and cash equivalents comprise cash at bank and short-term deposits Financial assets and iabilibies are recogrused in the balance sheet
when the relevant Group entity becomes a party to the contractuat provisions of the nstrument De-recognition occurs when rights to cash flows
from a financial asset expire or when a liability 15 extinguished
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Notes to the accounts

1 SEGMENTAL ANALYSIS

Operating segments are the components of the entity whose results are regularly reviewed by the entity s chief operating decision maker to make
decisions about resources to be allocated to the segment and assess its performance

The Crief Executive who 15 considered to be the chief operating decision maker manages the Group on twa bases Firstly as business divisions
determined with reference to market focus geographic focus investment funding model and the Groups management hierarchy Secondly in Line
with the strategy of the Group he considers separate Proprietary Capital and Fund Management businesses focused on investment returns and
Fund Management profits respectively A description of the acuvibies, including products and services offered by these divisions and the allocation

of resources 1s given in the Strategic report

The segmental information that follows 1s presented on the investment basis which 1s the basis used by the Chief Executive to monitar the

performance of the Group The remaining Notes are prepared on the IFRS basis

Private Debt Proprietary Fund
Equity  Infrastructure Management Total Capital Managemaent Total
Year to 31 March 2015 £m £fm £m Em Em £m Em
Realised profits gver value on the disposal
of iInvestments 161 1 - 142 162 - 162
Unrealised profits/{lossesh on the revaluation
of Investments 641 68 {25) 684 484 - 4684
Portfolio Income
Dvidends 9 20 16 45 45 - 45
Income from loans and recevables 56 - & 62 62 - 62
Fees recevable/{payable) 8 )} {1 [ b - b
Foreign exchange on investments (156} 8 1) (154) 154} - (354)
Gross mvestrnent return ne 94 (10) 805 BOS - 805
Fees recewvable from external funds 14 30 34 a0 - 80 80
Synithetie fees - - - - {451 45 -
Operating expenses’ {66} (31) {34) (131) {32) (99} {131)
Interest receivable 3 3 = 3
Interest payable 149} (49) - {49)
Movement in the fair value cf derivatives (1} {1) - m
Exchange movemenis 40 40 - 49
Operating profit before carry T47 721 26 747
Carred interest
Carried interest and performance
fees receivable 28 45 7 80 B0
Carried interest and performance fees payable {103) (33} (&) (142} (142)
Acquisition related earn-out charges - - (8) 8 (8
Operating profit 677 677
Income taxes {4} {a)
Other comprehensive income
Re-measurements of defined benefit plans (14) (14)
Total return 459 659
Net divestment/(investment)
Realisations 8% 10 ~ 841 841 B41
Cash investrnent {3469) - (108) {474) {474) (474)
462 10 (105} 3567 367 367
Balance sheet
Opening portfoli value at 1 April 2014 2935 487 143 3565 3565 3565
Investment? 509 - 105 614 614 614
Value disposed (670} {7 - 679} (679) {679)
Unreabsed vatus movemnent 641 &8 {25) 584 484 684
Other movement? 1267) 7 (47) {307) (307 1307
Closing portfolio vatue at 31 March 2015 3,148 553 176 3,877 3,877 3877

1 Includes restructuring costs of nil nil and £1 million for Private Equity Infrastructure and Debt Management respectively ang ril and £3 mitl:en for Proprietary Capital

and Fund Management respectively
2 includes capitalised interest and other non-cash investment

3 Other relates o foreign exchange and the provisioning of capitalised interest In Debt Management £41 mallion relates to capital withdrawn from the Palace Street |

portisho
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FINANCIAL STATEMENTS
Notes to the accounts continued

1 SEGMENTAL ANALYSIS CONTINUED

Private Debt Proprigtary Fund
Equity  Infrastructure Management Total Capuiat Management Tatal

Yaarto 31 March 2014 Em Em Em £m £m £m Em
Realised profits gver value gn the disposal
of Investments 201 1 - 202 202 - 202
Unreabsed profiis/(losses) on the revaluation
of Investrments 478 (13} 0 475 475 - 475
Portfolio income

Dividends 13 4l 10 44 &4 - 44

Income irom loans and receivables 46 - 4 50 50 - 50

Fees receivable/(payable) kJ - 2) 7 4 3 7
Foreign exchange on investments (160) (7) {4) (113) (113) - (113)
Gross investment return 647 2 16 645 &62 3 645
Fees receivable from external funds 17 24 32 73 - 73 73
Synthesic fees - - - - 51) 51 -
Operating expenses’ {79) (23 (34) (138) (28) (108) {136)
Interest recevable 3 k! - 3
Interest payable (54) (54) - (54)
Movernent (n the fair value of derivatives 10 10 - 10
Exchange movements 13 (3) - 3
QOperating profit before carry 558 539 19 558
Carned interest

Carred interest and performance fees

receivable {1} - 4 3 3

Carried interest and performance fees payable 82} - (3 (85} (85)
Acguisition related earn-out charges - - (6) {6) (6)
DQperating profit 470 470
Income taxes {3 (3)
Other comprehensive Income

Re-measurements of defined benefit plans 1 il
Total return 478 478
Net divestment/{investment}
Realisations 669 2 -] &77 a77 677
Cash investment (274) - 131 (337) {337 (337)

393 2 {55) 340 340 340

Balance sheet
Opering portfolie value at 1 April 2013 2707 507 a1 3299 3299 31295
Investment? 443 - &1 504 504 504
Value disposed (468) (W 16) (475} (475) (675)
Unrealised value movement 478 {13) 10 475 475 475
Other movement? (225} (&) {3) (234} (234) 1234}
Closing portfolio value at 31 March 2014 2935 487 143 3565 3,565 3,565

1 Includes restructuning casts of £7 rmillien E1 rulhen and E1 rillion far Private Equity Infrastructure end Debt Management respectively and £1 mullion and £8 mittion

for Proprietary Capitat and Fund Management respectively
2 Includes capitalised interest and other non-cash investment

3 Other relates to foresign exchange and the provisioming of capitalised interest
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1 SEGMENTAL ANALYSIS CONTINUED

Continental The Rest of

UK Europe Americas Asia World Total
Yearto 31 March 2015 Em Em fm £m Em Em
Gross investment return
Realised profits over value on the disposal of investments 2 i1 29 10 - 162
Unrealised profits/(losses) on the revaluation of investments 106 53 36 12 1) 584
Portfolis income 56 42 13 2 - 13
Foreign exchange on investments 2) 1218) 40 25 1 (154}

162 476 118 49 - 805
Net divestment/{investment)
Realisations 70 832 161 77 1 843
Cash lnvestment {109) (i86) (179) - - {474)

(39) 346 (18} 77 1 387
Balance sheet
Value of investment portfolio at the end of the year 1,148 1,947 483 297 2 3,877

Continental The Rest of

UK Europe Americas Asia World Total
Year to 31 March 2014 £ £fm Em Em Em Em
Gross invesiment return
Realiseq profits over value an the disposal of investments 77 89 28 7 1 202
Unrealised profits/(losses) on the revaluation of investments 33 357 124 (39 - 475
Pertfolio income 47 & 6 2 - m
Foreign exchange on Investments m {38) (34) (39) - (133)

156 Lh 132 68} 1 6465
Net divestment/{investment)
Realisations 218 343 70 43 3 677
Cash Investment &1 {238) {58) - - {337}

177 105 12 43 3 340
Balance sheet
Value of investment portfclio at the end of the year 1,058 1817 36 325 L3 3565
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FINANCIAL STATEMENTS
Notes to the accounts continued

2 REALISED PROFITS OVER VALUE ON THE DISPOSAL OF INVESTMENTS

2075 2015
Ungueted Quoted 2015
Investments investmenis Total
Ern Em Em
Real:sations 155 115 270
Valuation of disposed investments (136} {80} {214)
19 35 54
Ot which
—profit recagnised an realisations 21 35 L)
- losses recognised on realisations (2) - {2)
19 35 54
204 2014
Unquoted Quoted 2014
investments investments Total
{restated) (restated) (restated)
Em £m Em
Realksations 442 12 454
Valuation of disposed investments (298) (10) (308)
144 2 146
Qf which
- profit recognised on realisations 148 2 150
- losses recognised on realisations () - {4)
144 2 146
3 UNREALISED PROFITS/(LOSSES) ON THE REVALUATION OF INVESTMENTS
2015 2015
Unquoted Quoted 2018
investments Investments Total
Em £m Em
Movement in the fair value of nvestments 17 ne 236
0f which
~unrezlsed gains 193 ne 32
—unrealised losses {76) - (76)
nz 119 236
2004 2014
Unqueted Quoted 204
investments Investments Total
{restated) {restated) {restated)
Em Em Em
Movement in the fair value of nvestments &7 14 81
0f which
-unreabsed gains 126 14 140
—unrealised losses (59) - 59
&7 14 B1
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4 OPERATING EXPENSES

Operating expenses of £122 million {2014 £136 million) recognised in the IFRS Statement of comprehensive income nclude the
following amounts

2014

2015 {restated)

£m Em

Depreciation of property plant and equipment 2 2
Amartisation of fund management contracts 6 6
Audit fees 2 2
Staff costs (Note &) 85 77
Restructuring and redundancy costs ] g

Expenses incurred In the entities accounted for as investment entity subsidiaries were £9 milion (2014 nil) Total operating expenses were
£131 million (2014 £134 million) under the Investment basis

5 STAFF COSTS

The table below s prepared in accordance with Companies Act requirements, which 1s cansistent with both the IFRS and the Investrment basis

2014

015 {restated

fm fm

Wages and salaries 56 57
Social security costs’ 1 10
Share-based payrment costs (Note 27) 15 [}
Pension costs 3 4
85 77

1 Excludes nil secial security cost included 1n restructuring and redundancy casts (2014 £ million)

Under both IFRS and the Investment basis, the average number of employees during the year was 271 (2014 restated 277)

Wages and salaries shown above include salaries paid in the year bonuses and portfolic iIncentive schemes relating to the year These costs are
included in operating expenses The table below analyses these costs between fixed and vanable elements

014

2015 {restated)

Em im

Fixed staff costs 39 46
Variable staff costs 4 kil
85 77
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FINANCIAL STATEMENTS
Notes to the accounts continued

& INFORMATION REGARDING THE GROUP'S AUDITORS

During the year the Group obtained the following services fram its Auditors Ernst & Young LLP The table below s prepared in accordance with

Companies Act requirements winch is consistent with both the IFRS and the Investment basis

2015 204
£m tm
Audit services

Statutory audit - Company 12 13
« UK subsidiaries 06 G5
— Overseas subsidiaries 02 02
20 20

Non-audit services
Other assurance services 05 02
Investment due diligence 02 02
Tax services {compliance and advisory services) 03 01
30 25

NON-AUDIT SERVICES

In addition to the above Ernst & Young LLP has receved fees from investee companies It 1s estimated that Ernst & Young LLP received less than

20% (2014 less than 20%) of the total iInvestment-related fees paid to the four largest accounting firms

7 INCOME TAXES

ACCOUNTING POLICY

Income taxes represent the sum of the tax currently payable, withholding taxes suffered and deferred tax Tax s charged or credited in the
Statement of comprehensive iIncome except where it relates to items charged or credited directly to equity, in which case the tax s also dealt

with in equity

The tax currently payable 1s based on the taxable profit for the year This may differ from the profit included in the Statement of comprehensive
income because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never

taxable or deductible

To enable the tax charge to be based on the profit for the year deferred tax s provided in full on temporary tming differences at the rates of tax
expected to apply when these differences crystalise Deferred tax assets are recognised only to the extent that it is probable that sufficient
taxable profits will be avallable against which tempaorary differences can be set off All deferred tax liabilities are offset against deferred tax

assets in accordance with the provisions of IAS 12 Income taxes”

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that it 1s no longer probabile that

sufficient taxable profits will be available to allow all or part of the asset to be recovered

2014
2015 (restated)
Em £m
Currenttaxes
Current year )| &)
Deferred taxes
Deferred income taxes 1 3
Total mcome taxes in the Statement of comprehensive income 2} {3)
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7 INCOME TAXES CONTINUED

RECONCILIATION OF INCOME 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 21% (2014 23%) and the differences are
explained below

W14

2015 {restated)

Em Em

Profit before tax 702 520

Profit before tax multiplied by rate of corparation tax in the UK of 21% {2014 23%) (147 [120)

Effecis of

Utilisation of previcusly unreccgnised deferred tax 3

Non-taxable dividend income [} -]

Permanent differences () -

Fareign tax {2) (4)

Capital profits 145 137

Excess tax losses arising in the pesiod {1) (29}

Total income taxes in the Statement of comprehensive iIncome (2} {3)

The Groups realised profits fair value adjustments and impairment losses are primanly mcluded in the Company the affairs of which are
directed so as to allow it to be approved as aninvestment trust An investment trust 1s exermnpt from tax on capital gains therefore the Greups
capital return is substantially non-taxable

Inctuding £2 millicn of tax charges incurred in far valued entities the total tax charge for the Group was £4 million under the Investment basis
presentation

DEFERRED INCOME TAXES

2014
2015 {restated)
£m £m
Opening deferred income tax asset
Tax losses i2 9
Income in accounts taxable in the future (12) (1)
Other 1 1
1 (1)
Recognised through Statement of comprehensive income
Tax losses utitised 5) 3
Incarme in accounts taxable in the future 5 -
Other 1 -
1 3
Recognised on acquisition
Income In accounts taxable in the future - D]
- {t)
Closing deferred income tax asset
Tax losses 7 12
Income in accounts taxable in the future 7 12
Other 2 1
2 1

At 31 March 2015 the Group had carned forward tax losses of £1,409 mullion (2014 £1 360 million) capital losses of £98 mullion (2014 £78 mullion}
and other temporary differences of £12 millron {2014 £12 million) it1s uncertain that the Group will generate sufficient taxable profits in the
foreseeable future to utilise these amounts and therefore no deferred tax asset has been recognised in respect of these losses Deferred income
taxes are calculated using an expected rate of corporation tax in the UK of 20% (2014 20%)
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FINANCIAL STATEMENTS
Notes to the accounts continued

8 PER SHARE INFORMATION

The calculation of basic net assets per share 1s based on the profit attributable to shareholders and the nurmber of basic average shares When
calculating the diluted earnings per share the weighted average number of shares in 1ssue 15 adjusted for the effect of ali ditutive share options

and awards
As at 31 March 2015 2014
Earnings per share {pence)
Basic 739 54 8
Diluted 729 545
Earnings (Em)
Profit for the year attributable to equity halders of the Company 700 517
As at 31 March 2015 2004
Weighted average number of shares in 1ssue
Ordinary shares 972141887 971574 471
Own shares (24825193) (28285 335)
947316 694 943 289136
Effect of dilutive potential ordinary shares
Share options and awards 12293543 5627447
Diluted shares 959610237 948916583
As at 31 March 2015 2014
Net assets per share (f)
Basic 401 350
Diluted 395 348
Net assets (Em)
Net assets attnibutable to equity holders of the Company 3804 3308
Basic NAV per share 1s calculated on 948,610924 shares inissue at 31 March 2015 (31 March 2014 945,028,804) Diluted NAV per share 13
calculated on diluted shares of $61 432 940 at 31 March 2035 (31 March 2014 951531950)
92 DIVIDENDS
2015 2014
pence 2015 pence 2014
per share Em per share fm
Declared and paid during the year
Ordinary shares
Final dividend 133 126 94 51
Interim dwvidend 60 57 67 63
193 183 21 114
Proposed final dvidend 140 133 133 126
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10 INVESTMENT PORTFOLIO

ACCOUNTING POLICY

Investments are recognised and de-recognised on the date where the purchase or sale of an investment 1s under a contract whose terms
require the delivery or settlement of the investment and the risks and rewards attached to it The Group manages its investments with a view to
prafiting from the receipt of investment income and capital appreciation from changes in the fair value of equity investments

Quoted investments are designated at fair value through profit and loss and subsequently carried in the balance sheet at fair value Fair value is
measured using the closing bid price at the reporting date, where the investment 1s quoted an an active stock market

Unquoted nvestments, including both equity and loans are designated at fair value through profit and loss and are subsequently carried in the
balance sheet at fair value Fair value 1$ measured using the fnternational Private Equity and Venture Capital valuation guidelines (IPEV) details
of which are available in Portfolic valuation - an explanation on pages 136 and 137

Allinvestments are intially recegnised at the fair value of the consideration given and held at this value until it 1$ approgriate to measure fair
value on a different basis in accordance with 31 Group s valuation policies

Interest bearing loans accrue interest whichis either settled in cash or capitalised on a regular basis and included as part of the principal loan
balance The capitalisation of accrued interest is treated as part of investment additians during the year If the fair value of an investment 1s
assessed to be below the principal value of the loan the Group recogmises a fair value reduction aganst any interest income accrued from the
date of the assessment gong forward "Capitalisation at mil value™ 1s the term used to describe the capitalisation of accrued interest which has
been fully provided for These transactions are disclosed as additions to portfalio cost with an equal reduction in portfolic vatue

As aresult of IFRS 10 and the exception from consolidation the proportion of the investment portfolio held by the Group s uncensolidated
subsidiaries 15 now presenied as pari of the fair value of investment entity subsidianies atong with the fair vatue of their other assets and
Labiities A reconcibiation of the fair value of Investments in investment entities s included 1in Note #1

Group Company

Group 2014 Company 2014

2015 {restated) 2005 (restated)

£m Em £m Em

Opening book value 1582 14687 1541 1484
Additions 203 225 109 kil
- of which loan notes with nil value (48} 50 (48) 160
Disposals repayments and write-offs 1216} (308) [vaki] {306)
Fair value movement 234 81 249 83
Other mavements and net cash returned (85) {63) (72) (53}
Closing book value 1.671 1.582 1,562 1,541
Quated investments 399 258 399 258
Unguoted investments 1272 1324 1163 1283
Closing book value 1671 1,582 1,562 1541

The holding peried of 3is Investment portfolio 1s on average greater than one year For this reason the portfolio1s classified as non-current lt1s
not possible to identify with certamty investrnents that wall be sold within one year

Addibions include £69 million {2014 £98 million) in interest received by way of loan notes, of which £48 rillion (2014 £40 million) has been vatued
to il Included within the Statement of comprehensive income 1s £38 million (2014 £29 million) of interest iIncome which reflects the net additions
after write downs noted above E14 mitlion {2014 £6 mullion} of cash income and the capitabisation of prior year accrued income and non-
capitalised accrued income s £3 million (2014 £{15) mitlion)

Other moverments include foreign exchange and conversions from one instrument into another including £18 million which relates to net cash
returned {2014 £21 midlion net cash invested) from Debt Management warehouses
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FINANCIAL STATEMENTS
Notes to the accounts continued

11 INVESTMENTS IN INVESTMENT ENTITIES

ACCOUNTING POLICY

Investments in nvestment entity subsidiaries are accounted for as financial instruments at fair value through profit or loss

These entittes are typically Limited Partnerships and other intermediate investrent holding structures which hold the Group s interests in
investments in portfolio companies {Investment Entity Hotding Companies) and were consolidated prior to the adoption of IFRS 10 The fair value
can increase or reduce from either cash flows to/from the investment entities or valuation movements in Line with the Group s valuation policy

The fair value of these entities 15 their net asset values subject to any adjustments where necessary

Group

Group 2014

2015 {restated)

Non-current Em Em
Opening bogk value 1909 1994
Net cash flow from invesiment entity 272 62)
Fair value movement on investment entity subsidiary 530 433
Transfer of assets from investment entity subsidiaries to the Company {88) (56)
Closing beok value 2,079 1 %09

All investment entities are ctassified as Level 3 in the fair value hierarchy see Note 32 for details

A 5% movement in the closing book value of investments in nvestment entiies would have an impact of £104 million {2014 £95 rmillion)

RESTRICTIONS

31 Group plc the ultmate parent company, recerves dwvidend income from its subsidiaries There are no significant restrictions on the ability to

transfer funds frem these subsidianes to the Group

SUPPORT

31 Group plc provides ongoing support ta its Investment entity subsidiaries for the purchase of portfolio investments During the year the Group
provided support 10 1ts unconsolidated subsidiaries with a net cash flow as noted in the table above The Groups current commitments to its

subsidianes are disclosed i Note 24
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12 FAIR VALUES OF ASSETS AND LIABILITIES

ACCOUNTING POLICY

Financial nstruments other than those held at amortised cost are hetd at fair value and are designated rrevocably at inception In particutar 31
designates groups of financial instruments as being at fair value when they are managed and thewr performance evaluated on a far value basis
in accordance with a documented rnisk management or invesiment strategy, and where information about the groups of financial instruments is

reported ta management on that basis

(A} CLASSIFICATION

The following tables analyse the Groups assets and liablities in accordance with the categories of financial instruments in 1AS 39

Group Group Cormnpany Company
Oesignated Other Designated Qther
at far value financial at fair value financiat
through insiruments through instruments
profit and atamortised Group profit and at amortised Company
loss cost Total loss cost Totat
At 31 March 2015 fm Em £m Em £m Em
Assets
Quected iwvestments 399 - 399 399 - 399
Unquoted investments 1272 - 1272 1163 - 1163
Investrments in nvestment entities 2079 - 207% - - -
Other financial assets 88 54 142 33 34 374
Total 3838 S4 3892 1,595 341 1,936
Liabibties
Loans and borrowings - 815 815 - 815 815
Other financial habiliies 85 179 264 2 348 350
Totat 85 94 107% 2 1143 1,165
Group Group Company Company
Desgnated Other Designated Other
at fair value financial at far value financial
through instruments through Instruments
profit and at amoriised Group profit and at amortised Company
loss cost Total loss cost Total
At 31 March 2074 Em £m Em Em Em Em
Assets
Quoted investments 258 - 258 258 - 258
Unguoted mvestments 1324 - 1324 1283 - 1283
Investrments in investment entibes 1909 - 1909 - - -
Derwvative financial instruments 2 - 2 2 - 2
Cther financial assets 17 75 93 8 303 m
Total 3,510 76 3586 1551 303 1854
Liabiihies
Loans and barrowings - 849 849 - 849 849
Derwvative financial instruments 4 - 4 4 - 4
Other financial Labilities 36 200 2346 2 324 326
Total 40 1049 1,089 ] 1,173 1179
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12 FAIR VALUES OF ASSETS AND LIABILITIES CONTINUVED

31 enters into warehouse arrangements to support the creation of debt portfolios ahead of future CLO [aunches and has designated these financial
Instruments at fair value At 31 March 2015, 31 has invested £43 million (2014 £17 million) to these warehcuses and the balance 1s included within
the Group s unqueted investrents Of this batance £15 million has been invested to secured debt portiolios and £28 million is held by the
warehouse provider either awaiting settlement or held as cash pending a return to 31 For the Company £28 mithon 15 included within the
unquoted nvestments

Details of the commitments and contingent liabilities in relation to these warehouses can be found in Notes 24 and 25

(B) VALUATION

The fair values of the Groups financial assets and Labilities are not materially different from theiwr carrying values with the exception of loans and
borrowings The fair value of the loans and borrowings i1s £997 million (2014 £942 million} determined with reference to therr published market
prices The carrying value of the loans and borrowings is £815 million {2014 £849 multion)

Valuation hierarchy
The Group classifies financial instruments measured at fair value n the investment portfolio according to the following hierarchy

Level Fair value ingut description Financial instruments
Level 1 Quoted prices (unadjusted) from active markets Quoted equity instruments
Level 2 Inputs other than queoted prices included in Level 1 that are abservable
either directly (ie as prices} or indirectly {ie derived from prices)
Level 3 Inputs that are not based on observable market data Unquoted equity instruments and loan instruments

Unquoted equity instruments and debt 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 tme of measurement Further information regarding the
valuation of unquoted equity instruments and debt instruments can be found in the section “Portfolio valuation — an explanation on page 136

The tables below show the classification of financialinstruments held at fair value into the valuation hierarchy at 31 March 2015

Group Group Group Group
Group Group Group Group 2014 2014 2014 2014
2015 2015 2015 2015 Level 1 Level 2 Level 3 Total
Level 1 Level 2 Level 3 Total [restated) Irestated) [restated) (restated)
Em Em Em £m Em Em £m £m
Assets
Quoted investments 399 - - 399 258 - - 258
Unquoted investments - - 1272 1272 - - 1326 1324
Cerivative financial Instruments - - - - - 2 - 2
Total 399 - 1272 161 258 2 1324 1,584
Liabibities
Oerwative financial Instruments - - - - - 4 - 4
Total - - - - - 4 -

At the Company level the disclosures remain the same with the exception of unquoted mvestments Unquoted investments in the Company
of £11483 milhgn {2014 £1,283 mellion} are valued at Leve! 3 in the fair value hierarchy

This disclosure only refers to the directly held investment portfolio The fair value hierarchy alse appties to Investments in investment entities
see Note 11 for details

Investments in investment entittes are fair valued at the entity s net asset value with the sigmficant part being attributable to the underlying
portfolio The underlying pertfolic is valued under the same methodology as derectly held investments wath any other assets or labilibes withun
investment entities fair valued in accordance with the Group s accounting policies
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12 FAIR VALUES OF ASSETS AND LIABILITIES CONTINUED

Movements in the directly held investment portfolio categonised as Level 3 during the year

Group Company

Group 2044 Company 2014

5 {restated) 2015 {restated)

Em Em £m Em

Opening book value 1324 1444 1283 1443
Additions 201 225 i07 91
- of which lgan notes with ril value 48) (60) (48} (&0}
Disposals repayments and write-offs {134} (298) (134} (297)
Fair value movement n7 &7 130 &9
Transfer of investment Levet 3 to Level 1 {112) (12) (112) (12)
Other movements {74) (42) (6% {51)
Closing book value 1272 1324 1,163 1,283

Unguoted investments valued using Level 3 inputs also had the following impact on the Staternent of comprehensive income realised profits over
value on disposal of investment of £19 million (2014 £144 millien) dividend income of £23 millian {2014 E12 rmillion} and foreign exchange losses
of £52 milhan (2014 £48 million losses) The transfer of investment from Level 3 to Level 1 reflects the IPOs of Eltel and Refresco in the year

Level 3 inputs are sensitive to assumptions made when ascertaining fair value as described in the Portfolio valuation - an explanation section
On an IFRS basis, of assets held at 31 March 2015 classified as Level 3 44% (2014 43%) were valued using a multiple of earnings and the
remaining 56% (2014 §57%} were valued ysing alternative valuation methodologies

Valuation multiple — The valuation multiple 1s the main assumption applied to a multiple of earnings based valuation The multiple 1s derived from

comparable listed companies or relevant market transaction muttiples Companies in the same industry and geography and where possible, with
a simitar business model and profile are selected and then adjusted for factors including liquidity risk growth potentral and relative performance

The value weighted average multiple used when valuing the portfolio was 9 68x (2014 908x)

If the muitiple used to value each unquoted investment valued on an earnings multiple basis as at 31 March 2015 decreased by 5% the investment
portfolio would decrease by £35 mulbon (2014 £57 mullion) or 2% (2014 4%) If the same sensibivity was apphed to the underlying portfolio hetd by
investment entities this would have a negative impact of £121 milon (2014 £101 millon) or 5% (2014 5%)

If the muttiple increased by 5% then the investment portfolio would increase by £33 mullion {2014 £57 million) or 2% (2014 4%) If the same
sensitivity was applied to the underlying portfolio held by investment entities this would have a positive impact of £122 million {2014 £103 million)
or 6% (2014 5%)

Alternative valuation methodologies — There are a number of atternative investment valuation methodologies used by the Group for reasons
spectfic to individual assets The details of such valuation methodologies, and the inputs that are used are given in the Portfolio valuation - an
explanation section Each methodology is used for a proportion of assets by value and at year end the following technigues were used 21% DCF
7% Imminent sale 10% Industry metric 13% broker quotes and 5% other If the value of all of the investments under this methodology moved by
5% this would have an impact on the investment portfolio of £35 milion {2014 £29 million} or 2% (2074 2%) If the same sensitvity was applied to
the underlying portfolio held by investment entities this would have an impact of £6 million (2014 £7 million} or 0 3% (2014 G 4%)
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13 CARRIED INTEREST AND PERFORMANCE FEES

ACCOUNTING POLICY

Carried interest and performance fees receivable
The Group earns a share of profits [ carried interest and performance fees receivable ) from funds which it manages on behalf of third parties
These profits are earned when the funds meet certain performance cenditions

Carried interest and performance fees receivable include amounts receivable from Private Equity Infrastructure and Debt Management funds
Each scheme 15 separately reviewed at the balance sheet date and an accrual for carried interest recewvable 1s made once the performance
conditions would be achieved If the remaining assets in that fund were realised at fair value Fair value is determined using the Group s valuation
methodology and 15 measured at the balance sheet date An accrual 1s 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 vatue of assets remaining in the fund

The performance fee recevable from 3iN1s based on 3IN s most recently published NAV subject to a performance hurdle and a high
water mark

Carrted interest and perfarmance fees payable
The Group offers mvestment executives the opportunily to participate in the returns from successful investments Carried interest and
performance fees payable™ s the terrn used for amounts payable to executives on investment-related transacticns

A variety of asset pooling arrangements are in place 5o that executives may have an interest in one or more carried interest schemes Carried
interest payable 1s accrued f its performance conditions measured at the balance sheet date would be achieved If the remaiming assets in that
scheme were realised at fair value An accrual 1s made equal to the executive s share of prafits in excess of the performance conditions in place
in the carried interest scheme discounted to reflect the likely actual cash payment date which may be materially tater than the time of

the accrual

The Infrastructure performance fee 1s accrued when we become contractually liable to make payments to the team

Under (FRS 10 where carry payable reduces the fair value of an investment entity subsichary that movement ts recorded through Fair vatue
movements on nvestment entity subsidiaries™ At 31 March 2015 an additional £162 million of carry payable was recognised in the Statement
of financial position of these invesiment entity subsidiaries (2014 £81 million)

Group
Group 204
2015 {restated)
Em £m
Cpening carnied interest and performance fees recewvable 17 20
Carnied interest and perfarmance fees recevable recogmised in the Statement of comprehensive income during the year a9 3
Cash received in the year (6 5)
Other movements (3) (1)
Closing carried witerest and performance fees recervable a8 17
Of which recervable in greater than 1 year 43 17
Group
Groug 2014
2015 [restated)
Em fm
Cpening carried interest and performance fees payable 35 3¢
Carried interest and performance fees payable recognised in the Statement of comprehensive income during the year' 68 n
Cash paid in the year {14) (15
Cther movements {5) 1
Closing carried interest and performance fees payable a5 38
Of which payable in greater than 1 year 72 30

1 The carry payable charge in the table above does naot include E4 mullion (2014 £6 million) assaciated with the share-based payment charge anising from related
carry schemes The total carned (nterest and performance fee payable recagmised in the staternent of comprehensive income 1s £72 rullion (2014 £17 milbon)
See Note 27 Share based payrments for further details
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14 INTANGIBLE ASSETS

ACCOUNTING POLICY

Fund management contracts, such as those acquired by the Group in connection with the acquisition of a subsidiary, are stated at their fair value
at the date of acquisition tess accumulated amortisation and any impairment losses

Amcrtisation s charged to the Statement of comprehensive income mcluded in operating expenses on a straight-line basis over the estimated
useful life of the fund management contract typicatly five to 16 vears

Goodwillis recognised on the acquisttion of subsidiaries when the cost of acquisition exceeds the net assets acquired Goodwill is carried at cost
less any accumulated impairment and is assessed annually for impairment

Group

Group 2014

2015 {restated)

Fun¢ management contracts Em Em
QOpening cost 3 33
Closing cost 3 33
Opening accumuiated amortisation 17 "
Charge forthe year -] b
Closing accumulated amortisation 23 17
Net book amount 10 15
Group

Group 2014

2015 {restated)

Goodwill Em Em
Opening value 9 9
Closing value 9 9
Total 19 25

15 OTHER CURRENT ASSETS
ACCOUNTING POLICY

Assets other than those specifically accounted for under a separate policy, are stated at their cast less impairment losses They are reviewed
at each balance sheet date to determine whether there is any indicatien of impairment If any such indication exists the asset s recoverahble
amount 1s estimated based on expected discounted future cash flows Any change in the level of impairment is recognised directly in the
Staterment of comprehensive income

Group
Group 2014 Company Company
2015 {restated) 2015 2004
Em Em £m £m
Prepayments 4 5 - -
Other debtors 50 il 43 I
Amounts due from subsidiaries - - 298 292
54 76 341 303
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16 LOANS AND BORROWINGS

ACCOUNTING POLICY

All loans and borrowings are initsally recognised at the fair value of the cansideration received After mitial recognition these are subseqguently
measured at amartised cost using the effective interest method which is the rate that exactly discounts the estimated future cash flows through
the expected Life of the labiliies Financial labilibes are derecognised when they are extinguished

Graup Group Cormpany Company
2015 2014 205 204
Em Em £m £m
Loans and borrowings are repayable as follows
Within ane year - - - -
in the second year 240 - 240 -
In the thurd year - 274 - 774
In the fourth year - - - -
In the fifth year - - - -
After five years 575 575 575 575
815 849 815 BLY
Principal borrowtngs include
Group Group Company Company
2015 2014 205 2014
Rate Maturity £m Em Em Em
Issued under the £2,000 million note 1ssuance programme
Fixed rate
£200 million notes (public 1ssue) & 875% 2023 200 200 200 200
£400 milon notes (public 1s5ue) 5750% 2032 375 375 375 375
€350 million notes {(public 1ssue} 5625% 2017 240 274 240 274
815 849 815 849
Committed multi-currency facilihies
£35C milion LIBOR+0 60% 209 - - - -
£50 million LIBOR+150% 2016 - - - -
£450 mitlion LIBOR+100% 2014 - - - -
Total loans and borrowings 815 B84Y% 815 849

During the period the £450 million syndicated multi-currency facility was replaced with @ £350 mullion syndicated multi-currency facility with

a matunity date of September 2019 The Campany has the option to request one year extensions at the first and second year anniversary of the
facility which may be granted at the discretion of each lender individually The new £350 mutlon facility has no financial covenants

The £50 millich muiti-currency facility was cancelled during the period

All of the Group s borrowings are repayable in one instalment on the respective matunity 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 £997 million {2014 £942 million), deterrmined with reference to their published market prices

The loans and borrowings are mcluded in Level 1 of the fair value hierarchy as detailed in Note 12

Under AIFMD the Group is required to calculate leverage in accordance with a set formula and disclose this to investors In ine with AIFMD
leverage s 117% (2014 127%) under the gross method and 120% (2014 133%) under the commitment method More detail on the Group s capital

structure 1s included in Note 21
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17 PROVISIONS

ACCOUNTING POLICY

Prowvisions are recogmsed when the Graup has a present abligation of uncertain tirring or amount as a result of past events and it 1s probable
that the Group will be required to settle that obligation and a reliable estimate of that obligatron can be made The orovisions are measured at the
Drrectors best estimate of the amouni to settle the obligation at the balance sheet date, and are discounted to present value if the effect1s
matenat Changes tn provisions are recognised in the Statement of comprehensive income for the period

Group Group Group Group

2015 2015 2015 2015

Property Redundancy  Restructuring Total

£Em £m Em Em

Opening balance [ 4 3 13
Charge for the year - - 1 1
Util'sed in the year {2} (3 13} ]
Closing balance & 1 3 ]
Group Group Group Group

2014 2004 2014 2014

Property Redundancy  Restructuring Total

{restated) {restated) frestated) (restated)

£m Em Em Em

Opening balance 7 4 2 13
Charge for the year 1 7 1 4
Utllised in the year (2) (7 - (]
Closing balance [) 4 3 13

The prowsion for redundancy relates to staff reductions annecunced prior to 31 March 2015 Most of the provision Is expected tc be utiised in the
next year

The Group has a number of leasehold properties whose rent and unavodable costs exceed the economic benefits expected to be received These
costs arise over the penod of the lease and have been provided for to the extent they are not covered by incorme from subleases The leases
covered by the provision have a remaining term of up to 10 years

18 TRADE AND OTHER PAYABLES
ACCOUNTING POLICY

Liabitities, 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 received up to the balance sheet date

Group
Group 2014 Company Company
20i5 {restated) 2015 2014
Em Em fm Em
Amounts due to subsidiaries - - 307 276
Trade and other payables 152 166 20 16
152 166 327 292
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17 ISSUED CAPITAL

ACCOUNTING POLICY

Ordinary shares 1ssued by the Group are recognised at the proceeds or far value receved with the excess of the amount received over norminal
value being credited to the share premium account Oirect 155ue costs net of tax are deducted from equity

205 2015 2004 2014
Issued and fully paid Number fm Number £m
Ordinary shares of 73 "Wazp
Opening balance 571803122 718 971405127 718
Issued on exercise of share options and under employee share plans 650 497 1 397995 -
Closing balance 972 453,819 ny $71803122 718

During the year to 31 March 2015 the Company 1ssued 487,574 ordinary shares for total cash constderation of £1 888 531 43 on the exercise of
executive share options at vanous prices from 352 5 pence to 431 5 pence per share (being the market prices at the dates of grant in 2004 and
2005 of the options adjusted to reflect returns of capital and addittonal dividends) The Campany issued 163 123 ordinary shares to the Trustee of
the 31 Group Share Incentive Plan for a total cash consideration of £6754 963 57 at vanous prices from 381 7 pence to 492 3 pence per share (being
the market prices on the 1ssue dates which were the last trading day of each month in the year) These shares were ordinary shares with no
additienal nghts attached to them and had a total nominal value of £480 628 47

20 OWN SHARES
ACCOUNTING POLICY

Own shares are recorded by the Group when ordinary shares are acquired by the Carnpany or by The 31 Group Employee Benefit Trust Own
shares are deducted from shareholders equity A transferis made to retained earnings at their weighted average cast in line with the vesting of
own shares held for the purposes of share-based payments The number of own shares held by the Trust and the schemes are described in
Note 27 Share based payments

2ms 2014

£m Em

Opening cost 3% 104
Awards vested (0] (15)
Closing cost 79 89

21 CAPITAL STRUCTURE

The caprtal structure of the Group consists of net debt including cash held on deposit long-term borrowings and shareholders equity The type
and maturity of the Group s borrowings are analysed further in Note 16 Capital 1s managed with the objective of maximising long-term return to
shareholders whilst mamtaining a capital base to allow the Group to operale effectively in the marketplace and sustain the future development of
the business

Group
Group 2014 Company Company
2015 {restated) 2015 2014
Em £m £m EmM
Cash deposits and derivative financial assets' 861 476 735 607
Borrowings and derivative financial babiities? (815) {859) (815) {B59)
Net cash/(debt)® 4b (183 {80} 1252)
Total equity 3806 31308 3087 3015
Gearing (net debt/total equity) il 6% 3% 8%

1 Group and Company include derivative financral assets of ml {2014 £2 million) which net off berrowings in order to calculate grass deft
2 Group and Company include derivative financial habilities of mil (2014 £4 million) and B shares of ml {2014 £6 million)
3 1he abave number s have been prepdred under IFRS and differ irom the Investment basis as detailed in the Strateqic report
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21 CAPITAL STRUCTURE CONTINUED

CAPITAL CONSTRAINTS

The Group 1s generally free 1o transfer capital from subsidiary undertakings to the parent company subject to maintaining each subsidiary with
sufficient reserves to meet local statutory/regulatory obligations No significant constraints have been identified and the Group has been able to
distribute profits in a tax-efficient manner

The Groups regulated capital requirement 1s reviewed regularly by the Board of 31 Investments plc an investrnent firm that 1s regulated by the
FCA The last subrmission to the FCA demonstrated a significant conselidated capital surplus in excess of the FCAs prudential rules The Group s
capitat requirement 1s updated regularly following approval of the Group s Internal Capital Adequacy Assessment Process (ICAAP) report by the
Board of 3i Investments ple The Group complies with the Individual Capital Guidance as agreed with the FCA and operates with a significant
regulatory capital surplus The Groups Pillar 3 disclosure document can be found on www 31 com

22 INTERESTS IN GROUP AND FAIR VALUE ENTITIES
ACCOUNTING POLICY

The Company has controlling equity interests in and makes loans to both consolidated and fair valued Group entities In the Company s books
these subsidiaries are all held at amortised cost less impairment

Company Company

2015 2015 Company

Equity Laans and 2015

investments recevables Total

£Em Em Em

Opening book value 334 1401 1735
Additions 30 38 N
Share of profits - 254 254
Dispasals and repayments (52) (585) 4637
Impairment (51) (32) (83)
Exchange movements - 99 {99)
Closing book value 28 1300 1541

Details of sigmificant Group entities are given in Note 30
Company Company

2014 2014 Company

Equity Loans and 2014

Investments receivables Total

Em £m Em

Opening book value 278 1403 1681
Additions 60 285 3458
Share of profits - 55 55
Disposals and repayments (25) (253} 278}
Impairment 21 2 3
Exchange movements - 91) 91
Closing book value 334 1,401 1735
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23 OPERATING LEASES

LEASES AS LESSEE

Future minimum payments due under non-cancellable operating lease rentals are as follaws

Group Group Company Company

2015 204 2015 2014

Em Em Em Em

Less than one year 7 7 - -
Between one and five years 20 22 - -
More than five years 17 21 - -
L1 50 - -

The Group leases a number of its offices under operating leases None of the leases include contingent rentals

During the year to 31 March 2015 £5 mullion (2014 £5 million) was recogrised as an expense in the Siatement of comprehensive income in
respect of operating leases Income recognised in the Statement of comprehensive income in respect of subleases was Enil {2014 £rul) as the
amounts are netted agamnst the provision in Note 17 The total future sublease payments expected to be received under non-cancellable subleases
are £4 multion (2014 £5 mullion)

24 COMMITMENTS
ACCOUNTING POLICY

Commitrents represent amounts the Group has contractually committed to pay third parties but do not yet represent a charge or asset This
gives anindication of committed future cash flows Carnmitments at the year end do not impact on the Group s financial results for the year

Group Group
2015 2014
Group due Group Group due Group
2015 betwean 2015 Group 2054 between 2014 Group
due within Zand5 due over 2015 due within 2and 5 due over 2014
1year years 5years Tatal 1year years Syears Total
£m fm £m £m Em fm fm Em
Equity and loan investments 68 - - 68 L] 5 - bal
Company Company
2015 2014
Company due Company Company due Company
2015 between 2015 Company 2014 between 2014 Company
due within 2and 5 due over 2015 due within 2and5 due over 2034
1 year years 5years Total 1year years Syears Total
im fm £Em Em £m £m Em Em
Equity and loan investments 24 - - 24 42 5 - 47

The amounts shown above include comrmitments made by the Group and Company of £33 million (2014 £43 million) and £15 multion
{2014 £39 mithon) respectively to create warehouse facilities in Europe to suppoert the creation of senior secured debt portfolios ahead of future
CLQ fund taunches These commitments are due within cne year

Further details on these warehouses are detailed in Notes 12 and 25

For commutments to Private Equity funds managed and advised by the Group refer to page 17
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25 CONTINGENT LIABILITIES

ACCOUNTING POLICY

Contingent Liabilities are patential labilities where there s even greater uncertainty which could include a dependency an events not within
the Groups cantrol but where there 1s a possible obligation Contingent hiabitities are only disctosed and not included within the Statement
of financial pasition

Group Group Company Company

2015 2014 2015 2014

fm £m Em £m

Centingent liabilities relating to guarantees available to third parties in respect of investee companies 14 5 14 8

The contingent hiability at 37 March 2015 related to an investee company that has been sold pest year end The contingent liabibty was elirmnated
on the date of disposal

OTHER CONTINGENT LIABILITIES

The Company has provided a guarantee to the Trustees of the 3| Group Pension Plan in respect of tabilities of 31 pic to the Plan 31 plc is the
sponsor of the 31 Group Pension Plan On 4 Aprii 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 capital ights in relation to
the 31 Infrastructure ple shares as eligible assets unless the Company becomes insolvent or fails to comply with material obligations in relation
to the agreement with the Trustees all of which are under its control The far value of eligible assets at 31 March 2015 was £193 million (2014
£162 millson)

31 has entered into warehouse arrangements in Europe to support the creation of semior secured debt partfolios ahead of future CLO fund
launches Whilst in the warehouse phase 3i1s subject to optional margin calls in the event of market falls The current capital at nsk is restricted
to £15 mullion at 31 March 2015 (204 E£17 rmilbon) and further detail can be found in Note 29

At 31 March 2015 there was no material litigation outstanding against the Company or any of its subsithary undertakings

26 RETIREMENT BENEFITS

ACCOUNTING POLICY
Payments to defined contribution retirement benefit plans are charged to the Statement of comprehensive income as they fall due

Faor defined benefit relirement plans the cost of providing benefits s determined using the projected umt method with actuanal valuations being
carred out at each balance sheet date Interest on the net defined benefit iablity/asset calculated using the discount rate used to measure the
defined benefit obligation 1s recognised in the income statement Re-measurement gains or losses are recognised in full as they arise in other
comprehensive Income

' SLNINALYLS TVIINVNID l

A retrement benefit deficit 1s recogrised in the balance sheet to the extent that the present value of the defined benefit obligations exceeds the
fair value of plan assets

A retirement benefit surplus 1s recognised in the balance sheet where the fair value of plan assets exceads the present value of the defined
benefit obligations imited to the extent that the Group can benefit from that surplus

RETIREMENT BENEFIT PLANS

() Defined contribution plans

The Group ocperates 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 retirement benefit scheme t¢ fund these henefits

The total expense recognised in the Statement of comprehensive income 1s £3 mitlion (2014 £3 million) which represents the contributions
payable to these plans There were no cutstanding payments due to these plans at the balance sheet date
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26 RETIREMENT BENEFITS CONTINUED

{n) Defined benefit plans

The Group operates a final salary defined benefit plan for qualifying employees of its subsidiaries in the UK ( the Plan ) The Plan 1s approved by
HMRC for tax purposes and 15 operated separately from the Group and managed by an independent set of Trustees whose appointment ts
determined by the Plans decumentation The Plan is subject to UK funding regulations, which requtre the Group and the Trustees to agree a
funding strategy and contrtbubion schedule where necessary

Membership of the Plan has not been offered to new employees joimng 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 accruats Members of the Plan have been
invited to jain the Group s defined contribution plan with effect from 6 Aprii 2011 The defined benefit plan s a funded scheme the assets of which
are independent of the Campany s finances and are admtnistered by the Trustees The Trustees are responsible for managing and invest:ng the
Plans assets and for monitoring the Plans funding position As the Plan 1s now closed to future accrual measures have been taken to de-risk the
Plan through changes to its investment policy

The valuation of the Plan has been updated on an 1AS 19 basis by an independent qualified actuary as at 31 March 2015

Employees in Germany and Spain are entitled to a pension based on their length of service 31 Deutsehland GmbH and the German and Spanish
branches of 3t Europe plc contribute to individual nvestment policies for their employees and have agreed to indemnify any shortfall on an
employee s investment policy should 1t arise The total value of these investment policies intended to cover pension labilities ts £1 mullon

(2014 £1 millign) and the future kiatility catculated by German and Spamish actuaries 1s £20 miluon (2014 £15 million) The amounts recognised
in the income statement for the year and other comprehensive income for these schemes are a £1 million expense {2014 £1 million expense)
and a £7 millien expense {2014 £1 mellion gain) respectively

The amount recognised in the Staterment of financial position in respect of the Group s defined benefit plans are as follows

2015 2014

Em £m

Present value of funded obligaticns 84b &87
Fair value of the Plan assets {1095} (898)
Asset restriction 73 T4
Retirement benefit surplus in respect of the Plan (138) 137
Retirement benefit deficit in respect of other defined benefit schemes 19 14

The asset restriction relates to tax that would be deducted at scurce in respect of a refund of the Plan surplus Amounts recognised in the
Statement of comprehensive income In respect of the Plan are as follows

2015 2NMa
£m Em
Included in interest payable

Interest income on net defined benefit asset (5) {4)

Included in other comprehensive iIncome
Re-measurement loss/{gain) 1 n7
Asset restriction (4) 7
Total re-measurement loss/(gain) and asset restriction 7 {10)
Total 2 {14}

The re-measurement loss recognised in the financial staterments (s £14 million {2014 £11 million gain} The remaining balance relates to losses on
our overseas schemes as noted above

Changes in the present value of the defined benefit cbligation were as follows

2015 2014

Ern Em

Opening defined bhenefit obligation 687 720
Interest on Plan labilites 30 3

Re-measurement (gain)/loss

- lgain)/loss from change in demographic assumptions {2) 1

- loss/{gain from change in financial assumptions 157 (7

- experience gans [K]] {41}

Benefits paid (23) (27)
Closing defined benefit obiigation B4b 487
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26 RETIREMENT BENEFITS CONTINUED

Changes in the fair value of the Plan assets were as follows

2015 2014
£m £m
Opening fair value of the Plan assets 898 904
Interest on Plan assets 38 38
Actual return on Plan assets less interest on Plan assets 141 (20
Employer contributions 1 1
Benefits paid (23) (27)
Closing fair value of the Plan assets 1,055 898
Contributions paid to the Plan are related party transactions as defined by IAS 24 Related party transactions
The fair value of the Plan assets at the balance sheet date 1s as follows
2015 2014
£m Em
Equities 222 198
Carpoerate bonds 213 207
Gilts 416 482
Other 10 11
1,055 898
The Plans assets are all invested with Legal and General Investment Management in quoted and liquid funds
The Ptans assets de not include any of the Group s own equity instruments nor any property in use by the Group
Changes in the asset restriction were as follows
2015 2014
Em Em
Opening asset restriction 74 64
Interest on asset restrichion 3 3
Re-measurements (4) 7
Closing asset restriction 73 T4
The principal assumptions made by the actuaries and used for the purpose of the year end valuation of the Plan were as follows
2015 2014
Discount rate 33% 4 5%
Expected rate of salary increases 5 6% 59%
Expected rate of pensicn increases 32% 35%
Retail Price Index (RPI} inflation 31% 34&%
Consurner Price Index {CPI} inflation 21% 24%

In addition st 1s assumed that members exchange 25% of pension for lump sum at retirement on the conversicn terms in place at 31 March 2015

with an allowance for the terms to increase in future The duration of the Plan s defined benefit obligation at the accounting date was around

21 years
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26 RETIREMENT BENEFITS CONTINUED

The post-retirernent mortality assumption used to value the benefit obligation at 31 March 2015 15 80% of the STNA Light tables atlowing for
improvernents from 2003 in line with the CMI 2012 core projections with a long-term annual rate of improvement of 15% (unchanged from

31 March 2014) The life expectancy of a male member reaching age 6010 2035 (2014 2034)1s projected ta be 33 4 (2014 33 3) years compared
to 311 (2014 310) years for someone reaching 60 in 2015

The sensitivity of the defined benefit obligation to changes 1n the weighted principal assumptions is
Impact on defined benefit abligatian

Change in assumption 2015 2014
Discount rate Decrease by 01% Increase by £12 millicn Increase by £9 million
Retail Price Index {RPI) inflation Increase by 01% Increase by £11 mullien Increase by £8 million
Life expectancy Increase by 1 year Increase by £14 million Increase by £11 million

The above sensitivity analysis 1s based on changing cne assumption whilst all others remain constant In practice this 1s unlikely to occur and
changes in some of the assumptions may be correlated

Through its defined benefit plan the Group 1s exposed to 2 number of risks the most ssgrificant of which are detailed below

Asset volatility A falln the value of the Plans assets may reduce the value of the defined benef it surpius and could affect the future funding requirements
To reduce the volatility of the Plan s assets the Trustees have implemented an investment strategy that reduces the Plans equity holdings
by switching them te bonds over time The Plan s assets are also diversifred across different asset classes

Changes in bond yelds A decrease in corporate bond yields wili increase the Plan s IAS 19 defined benefit obligation However the Plan holds a praportion of its
assets in corporate bends and 0 any increase in the defined benefit obligation would be gartially offset by an mcrease in the value of the
Plans assets

Inflation nsk The Plan s defined benefit gbligations are linked to inflation and igher inflation will lead to ligher lizbiities The majcrity of the Plans
assets are either unaffected by or only loosely corretated with inflation meaning that an increase in inflation could reduce or eliminate the
defined benefit surplus

Life expectancy The Plan s abligations are to provide benefits for the bfe of the member so increases in life expectancy will result in an increase in the Plan's
defined benefit obligation

As the Plan was closed to future accrual of benefits by members with effect from 5 Aprit 2011, the Group ceased to make reqular contributions to
the Pian in the year to 31 March 2012

The trienmial actuanal funding valuation as at 30 June 2013 was completed in March 2014 The results of that valuation showed that the plan had
an actuanal surplus of £1 milbon at 30 June 2013 and as a result the Group was not required to make centributions to the Plan in respect of that
valuation The contingent asset arrangement entered into during FY2013 details of which are provided in Note 25 remains in place (t1s expected
that the next triennial actuarial funding valuation exercise will be based on the financial position of the Plan as at 30 June 2016
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27 SHARE-BASED PAYMENTS

ACCOUNTING POLICY

The Group has equity-settled and cash-settled share-based payment transactions with certain employees Equity-settled schemes are
measured at fair value at the date of grant which s then recogrised in the Statement of comprehensive income over the period that employees
provide services, generally the period between the start of performance penod and the vesting date of the shares The number of shares
expected tc vest takes into account the likelihood that performance and services conditions included in the terms of the award will be met

Fair value 1s measured by use of an appropriate model which takes into account the exertise price of the option the current share price the
risk-free interest rate the expected volatility of the share price over the lfe of the optton and any ether relevant factors In valuing equity-settled
transactions no account is taken of any vesting conditions, other than conditions linked ta the price of the shares of 31 Group ple The charge s
adjusted at each balance sheet date to reflect the actual number of forfeitures cancellations and leavers during the peniod The movement in
cumulative charges since the previgus balance sheet 1s recognised in the Statement of comprehensive income with a correspanding entry

In equity

Liabilities ansing from cash-settled share-based payment transactions are recognised in the Statement of comprehensive income over the
vesting period They are fair valued at each repeorting date The cost of cash-settled share-based payment transactions are adjusted for the
forfertures of the participants rights that no longer meet the plan requirements as well as for early vesting

Share-based paymenis are in certain circumstances made in lieu of annual cash bonuses or carried interest payments The cost of the share-
based paymenis Is allocated either to operating expenses {bonuses) or carried interest depending on the original driver of the award Executive
Directer Long Term Incentives are allocated to operating expenses

The total cost recognised in the Statement of comprehensive income 1s shown below

2015 2014

Em Em

Share awards included as operating expenses' 15 &
Share awards included as Carried interest’ 4 2
Cash-settled share awards 3 2
22 10

1 Credited to equity
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27 SHARE-BASED PAYMENTS CONTINUED

The features of the Group s share schemes for Executive Directors are described in the Report of the Board on Directors remuneration on pages
72 to 81 To ensure that employees mterests are aligned with shareholders a significant amount of variable compensation paid to higher earning
employees 1s deferred into shares that vest over a number of years For legal regulatory or practical reasens certain part:cipants may

be granted phantom awards under these schemes which are intended to replicate the financial effects of a share award without entitling the
participant to acquire shares The carrying amount of liabilities arising frem share-based payment transactions at 31 March 201515 £5 million
(2014 £4 mithan)

For the share-based awards granted during the year the weighted average far value of those options at 31 March 2015 was 323 pence
(2014 345 pence)

The main assumptions for the valuation of certain share-based awards with market conditions attached comprised

Expected Risk free

Share price Exercise Expected aption Lfe Divigend interest

Vatuation methodology atissue price volatility nyears Yield rate
Binom:al and Monte Carlo models 433 6p - 34% 3 - 12%
Black Scholes 4019p - 0% 3 4 6% 148%

Expected volatility was deterrmined from the historical three year volatility at the date of grant commensurate with the performance period

MOVEMENTS IN SHARE AWARDS

Share-based awards have no exercise prices outstanding and the number of awards are as follows

2015 2014

Number Number

Outstanding at the start of the year 17454 763 13773834
Granted 2483913 60581327
Exercised (31416200 {1503 366}
Lapsed (7806 433) (874 032)
Outstanding at the end of year 16,016,623 17,454,763
Weighted average remaining contractual bife of awards outstanding in years 4 45 474
Exercisable at the end of the year 186 481 50,354

The weighted average market price at the date of exercise was 426 pence (2014 369 pence}

HOLDINGS OF 31 GROUP PLC SHARES

The Group has established an employee benefit trust and the total number of 31 Group plc shares held inthis trust at 31 March 2075 was
24 mullion (2014 27 millicn) Dividend nights have been waived on these shares The total market value of the shares held in trust based on the
year end share price of £& 82 (2014 £398) was £115 rullion (2014 £107 millicn)
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28 FINANCIAL RISK MANAGEMENT

INTRODUCTION

A review of the Groups cbjectives policies and processes for managing and monitoring risk 1s set out in the Risk section This Note provides
further detail on financial risk management cross-referring to the Risk section where applicable, and includes quantitative data an specific
financial risks

The Group 1s a ughly selective investor and each investment 1s subject to an individual risk assessment through an investment approval process
The Groups Investment Cammittee 1s part of the overall nsk managerment framework set out in the Risk section The risk management
processes af the Company are aligned with those of the Group and both the Group and the Company share the same financial risks

FINANCIAL RISKS

Concentration risk

31 seeks to diversify nisk through significant dispersion of investments by geography economic sector asset class and size as well as through the
maturity profile of its investment portfolio Although 31 does not set maximum limits for asset allocation it does have a maximum exposure limit
This 1s detailed in the Investment policy on page 53 of the Directors Report Quantitative data regarding the concentration risk of the portfolio
acress geographies can be found in the Segmental analysis in Note 1 and in the 25 large investments table on pages 23 and 134

Credit nsk

The Group s subject to credit risk on its unquoted investments derivatives cash and deposits The Group s cash and deposits are held with

a variety of ceunterparties with 41% of the Group s surplus cash held on demand In AAA rated banks and 23% held in shert-term reverse
repurchase agreements with banks rated A or hugher using Gilts as collateral The balance 1s held on short-term deposit with banks with a credit
rating of A or higher The credit quality of unquoted investments which are held at fair value and include debt and equity elements 1s based on
the financial performance of the individual portfolio companies The credit rnisk refating to these assets i1s based on therr enterprise value and

15 reflected through fair value movements The credit quality of the assets i1s based on the financial performance of the indwidual portfolia
companies Where the portfolic company has failed or 1s expected to fail in the next 12 months, the Group s policy 1s to record a provision for the
full ameunt of the loan Further detail can be found in the Price nsk — market fluctuations disclosure in this Note and the sensitivity disclosure to
changes in the valuation assumptions is provided in the valuation section of Note 12

Liquidity nisk

Liquicity cutlook 1s monitored weekly by management and regularly by the Board in the cantext of periodic strategic reviews of the batance sheet
The new investment pipeline and forecast realisations are closely monitored and assessed against our vintage control policy These are noted in
the sk mitigation section on page 43 of the Risk section The table below analyses the maturity of the Group s gross contractual hiabilities
Financial liabilities {excluding foreign exchange contracts)

Due within Due between Due between  Due more than

1 year 1and 2 years 2and Syears Syears Total
As at 31 March 2015 Em £m Em Em Em
Gross commitments
Fixed loan notes 49 289 106 896 1340
Committed mulh-currency facility 1 1 2 - 4
Carried interest and performance fees payable within one year 13 - - - 13
Acquisitien related earn-out charges payable 17 10 - - 7
Trade and other payables 162 - - - 152
Total 232 300 108 894 1,536

Gross commitments include principal armounts and interest and fees where relevant Carried interest and performance fees payable greater than
one year of £72 mithon {2014 £30 mullien) have no stated maturity as they result from investment related transachions and it 1s not possible to
dentify with certainty the iming of when the investments will be sold
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28 FINANCIAL RISK MANAGEMENT CONTINUED

Forward foreign exchange contracts

Due within Due between Due between Due more than
1year 1 and 2 years 2 and Syears 5years Total
As at 31 March 2015 Em Em Em £m fm
Gross amount receivable for forward foreign exchange contracts 58 - - - 58
Gross amount payable for forward foreign exchange contracts (58] - - - i58)
Total - - - - -
Financial liabilities (excluding forward forergn exchange contracts)
Due within Oue between Cue between  Due more than
1 year 1 and 2 years 2 and 5years byears Total
As at 31 March 2014 {restated) £m Em Em Em Em
Gross commitments
Fixed lcan notes 51 51 39 931 1429
Committed mulbi-currency facility 2 2 - - 4
Carried interest and perfarmance fees payable within one year & - - - [}
Acquisition related earn-out charges payable 10 10 8 - 28
Trade and other payables 166 - - - 144
Total 235 63 404 Lx)] 1,633
Forward foreign exchange contracts
Due within Due between Due betwaen  Due more than
1year 1 and Z years 2and Syears 5 years Total
As at 31 March 2074 fm £m £m Em Em
Gross amount recevable for forward foreign exchange contracts 108 - - - 108
Gross amount payable for forward foreign exchange contracts nma - - - 12
Tatal amount payable (%) - - - {4)

The Company disclosures are the same as those for the Group with the following exceptions carried interest and performance fees payable

within one year1s nil (2014 nil) acquisition related earn-out charges payable within one year 1s £11 million (2614 £10 mullion) acquisition retated
earn-out charges payable within one and two years 15 £10 million (2014 £8 million} acquisition related earn-out charges payable between 2 and
5 years s nil (2014 £8 million) and trade and other payables withun one year s £327 million (2014 £292 million)

Market risk

The valuaticn of the Group s mvestment portfolio 1s 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 interest rate currency and quoted market

fluctuaticns The Groups sensitivity to these itemns Is set out below

{)) Interest rate risk

Interest rate risk has primarily been managed through a reduction in gross debt The direct impact of 8 movement in interest rates 1s relatively

small as the Group s outstanding debt 1s fixed rate The sensitivities below arise principally from changes in interest recervable on cash

and depos:t

Anincrease of 100 bas:s points, based on the closing balance sheet position over a 12 month period would lead to an approximate increase

In total comprehensive income of £9 million (2014 £8 million increase} for the Group and £8 mullion income (2014 £6 mullion) for the Company

In addition the Group and Company have indirect exposure to interest rates through changes to the financial perfarmance and valuation of

portfolio companies caused by interest rate fluctuations
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28 FINANCIAL RISK MANAGEMENT CONTINUED

{n) Currency nsk

The Groups net assets in euro US dollar Swedish krona, Indian rupee Chinese renminby Brazilian real and all other currencies combined s
shown in the table below This sensitivity analysis 15 perfarmed based on the sensitivity of the Group s net assets to movements n foreign
currency exchange rates assuming a 10% movement in exchange rates against sterling The sensitivity of the Company to foreign exchange
risk 1s not materially different from the Group

The Group considers currency risk on specific investment and realisation transactions and has reduced hedging on a consolidated basis over
time Further information on how currency nisk 1s managed s provided on page 26 in the Financial review section

Swedish Indian Chinese Brazlian
Sterling Euro  USdollar krona rupee  reénmimb real Other Total

As at 11 March 2015 Em Em Em £m £m Em £m £m Em
Net assets 1271 1367 950 20 7 35 26 25 31806
Sensitivity analysis
Assurming a 10% movernent
In exchange rates against sterling

Impact on exchange movements

in the Statement of comprehensive iIncome nf/a 124 75 10 3 3 2 2 ik

Impact cn the translation of foreiga aperatiens

wn other comprehensive income n/a 12 (7) 1 k] - - 1 0
Total n/a 134 48 1n & 3 2 3 229

Swedish Indhan Chinese Brazilsan
Sterling Eure  USdollar krona rupee  renminbi real Other Total

As at 31 March 2014 {restated) Em Em fm Em Em Em Em £m £m
Net assets 948 137 898 (&} &2 26 33 30 3308
Sensitivity analys:is
Assuming a 10% mcvement
Iin exchange rates against sterling

Impact on exchange movements

in the Staterment of comprehensive Incorme nia 108 55 7 3 2 3 2 190

Impact on the translaticn of foreign operations

In other comprehensive incame nia 1% [C] 1 3 - - - 13
Total n/a 123 59 8 [} 2 3 2 203

{m) Price risk — market fluctuations

The Group s management of price nsk which arises primarily from quoted and unquoted equity instruments, 1s through the careful consideration
of the investment, asset management and divestment decisions at the Investment Committee The Investment Committees role in risk
management s discussed further in the Risk section

A 15% change in the fair value of those snvestmenis would have the following direct impact on the Statement of comprehensive income

Cuated Unguoted
investment investment Total
Group Em £m Em
At 31 March 2015 60 91 251
At 31 March 2014 (restated) 39 199 238
Quoted Unguated
Investment investment Total
Compary Em £m Em
At 31 March 2015 60 174 234
At 31 March 2014 39 192 23
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29 RELATED PARTIES AND INTERESTS IN OTHER ENTITIES

The Group has vanious related parties stemming from relationships with imited partnerships managed by the Group its investment portfolio
{inctuding unconsolidated subsidiaries) its advisory arrangements and its key management personnel In addition the Company has related

parties in respect of Its subsidianes Some of these subsidiaries are held at fair value (unconsclidated subsidiariest due to the treatment

prescribed in IFRS 10

RELATED PARTIES
Limited partnerships

The Group manages a number of external funds which invest through imited partnerships Group cempanies act as the general partners of these
lirmited partnerships and exert significant influence over them The following amounts have been included in respect of these krmited partnerships

Group Group Company Company

2015 2014 2015 2004

Statement of comprehensive iIncome fm Em Em Em
Carried \nterest receivable/(payabte) 28 n 8 m
Fees recewvable from external funds 34 33 - -
Group Group Company Company

2015 2004 2015 2014

Statement of financial position £m Em Em Em
Carried interest recevable 33 8 33 8

Investments

The Group makes minority investments in the equity of unguoted and gquoted investments This normally allows the Group to participate in the
finznoial and operating policies of that company It 1s presumed that it 1s possible to exert significant influence when the equity holding 1s greater
than 20% These investments are not equity accounted for (as permitted by IFRS 10) but are related parties The total amounts inctuded for these

Investments are as follows

Group
Group 2M4 Company Company
2015 [restated) 2015 2014
Staterment of comprebensive income £m Em Em Em
Realised profit over value on the disposal of investments 13 12 13 12
Unrealised profits on the revaluation of investments 3 47 15 59
Portfolig income 26 12 17 Ik
Group
Group 2014 Cempany Company
2015 {restated) 2015 2014
Statemenl of finencuial posidion Em £m £m £Em
Unquoted investments 560 587 450 542

From time to time transactions occcur between related parties within the investrment portfolio that the Group influences to facilitate the

reorganisation or recapitalisabion of an investee company These transactions are made on an arm s-length basis

Advisory arrangements

The Group acts as an adwiser te 31 Infrastructure ple which is listed on the London Stock Exchange The following ameunts have been included in

respect of this adwsory relationship

Group Group Company Company

2015 2014 2015 2014

Statement of comprehensive incorme Em £m £m £m
Unrealised profits on the revaluation of investments 46 3 46 3
Fees recewvable from external funds 12 10 - -
Performance fees 45 - - -
Dividends 12 12 12 12
Greup Group Company Company

2015 M4 2015 2014

Statement of financizl position Em £m Em £m
Quoted equity investments 288 242 288 242
Performance fees 45 - - -
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29 RELATED PARTIES AND INTERESTS IN OTHER ENTITIES CONTINUED

Subsidiaries
Transactions between the Company and its fully consolidated subsidiaries which are related parties of the Company are eltminated on
consolidation Details of related party transactions between the Company and its subsidiaries are detaited below

Management, administrative and secretarial arrangements
The Company has appotnted 31 Investments plc 3 wholly-owned subsidiary of the Cormnpany incorporated tin England and Wales as investment
manager of the Group 3 Investments plc received a fee of £13 millon (2014 £23 mitlion) 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
arange of administrative and secretarial services 31 ple received a fee of £145 milbon (2014 £98 million} for this service

Other subsidiaries

The Company borrows funds from and lends funds to certain subsidiaries and pays and receives interest on the outstanding balances
The interest income that 1s included in the Company s Staternent of cormprehensive ncorme 1s £1 milbon {2014 £2 mitlion} and the interest
expense included s ml {2014 £1 million}

Key management personnel
The Group s key management personnel comprise the members of the Executive Committee and the Board s non-executive Directors
The following amounts have been included in respect of these individuals

Group

Group 2014

2015 {restated)

Statement of comprehensive incame Em tm

Salaries fees supplements and benefits in kind 5 5

Cash bonuses' 4 5

Carried interest and performance fees payable 17 10

Share-based payments 5 1
1 2014 charge restated to reflect cash bonus only For further detait see Oirectars remuneration report

No termination benefis were paid to Executive Qirectors during the year or the prior year

Group Group

2015 2004

Statement of finanoal position £m Em

Bonuses and share-based payments 14 7

Carried interest and performance fees payable within one year 5 1

Carried interest and performance fees payable after one year 21 ]

Carnied interest paid in the year to key management personnel was £3 nulbhon {2014 £3 rmullion)

UNCONSOLIDATED STRUCTURED ENTITIES
The application of IFRS 12 requires additional disclosure on the Group s exposure to unconsolidated structured entities

The Group has exposure to a number of unconsolidated structured entities as a result of its investment activities across its Private Equity
Infrastructure and Debt Management business lines These structured entities fall into four categories namely CLOs debt management
warehouses closed end lirmited partnerships (Private Equity and Infrastructure funds) and investments in certain portfolio investments

The nature purpose and activiies of these entites are detarled below along with the nature of risks associated with these entities and the
maximum exposure to loss
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29 RELATED PARTIES AND INTERESTS IN OTHER ENTITIES CONTINUED

CLO structured entities
The Group manages CLO vehictes as part of its Debt Management business These funds predominantly invest in sentor secured loans and are

financed by investers seeking credit rated, structured investment returns

The Group manages these funds, in return for a management fee The Group also typically invests into the eguaty tranche of these funds
The Groups attributable stakes in these entities are hetd at fair value, fees receivable are recognised on an accruals basis and perfarmance
fees are accrued when relevant performance hurdles are met

The risk and maximum exposure to loss anising from the Group's involvement with these entities are summarised below

Carrying amount Maximum 1SS

Assets Liabiliies Net exposure
Balance sheet line item of asset ar Liability £m Em Em Em
Ungquoted nvestments 1ne - 19 e
Fee income recevable 7 - 7 7
Total 126 - 126 126

At 31 March 2015 the total CLO assets under management were £6 9 billion (2014 £5 8 billiont The Group earned dividend income of £16 mitlion
{2014 £8 miltion) and fee income of £30 million (2014 £7 rmullion) during the year from CLO structured entities

Warehouse structured entities

Ahead of future CLO fund launches warehouse facilities are usually established to support the creation of semor secured debt portfolios
These entrties are financed by the Group along with the bank appointed to operate the warehouse facility The Group makes a commitment
to the warehouse typically taking the first loss position and s at risk for margen calls of the portfolio underperforms The Group s attributable
stakes in these warehouses are held at fair value

The risk and maximum exposure to loss ansing from the Group s nvolvernent with these entities are summarnised below

Carrying amount

Maximum loss

Assets Liabilibes Net exposure
Balance sheet line tem of asset or labilsty Em Em £m £m
Unguoted investments 43 - 43 43
Total 43 - 43 43

At 31 March 2015 the total net asset value of the warehouse entities was £43 mullion {2014 £17 miltion) The Group earned interest income
of £6 mitlion (2014 £2 miilion) duning the year from warehouse structured entities

Closed end Umited partnerships

The Group manages a number of closed end limited partnerships, which are primarnily Private Equity or Infrastructure focused in return for
a management fee The purpose of these partnerships is to invest in Private Equity or Infrastructure investments for capital appreciation
Limited Partners which in some cases may iclude the Group finance these entities by commuitting capital to them and cash 1s drawn down
or distributed for financing investment activity

The Group s attributable stakes in these entities are held at fair value fees recewvable are recognised on an accruals basis and carned interest is
accrued when relevant performance hurdles are met
The risk and maximum exposure to loss ansing from the Group s involvement with these entities are summartsed below

Carrying amount
rying Maximum loss

Assels Liabitties Net exposure
Balance sheet line dem of asset or liabibty £m Em Em Em
Carried interest receivable 33 - kx} 3
Total 13 - 33 33

At 31 March 2015 the total assets under management refating to these entities was £2 2 billion (2014 £2 5 billion} The Group earned fee income
of £31 millon (2014 £33 miltion) and carnied interest of £28 million (2014 £(1) rullion) i the year
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29 RELATED PARTIES AND INTERESTS IN OTHER ENTITIES CONTINUED

Investments that are structured enhties

The Group makes investments on behalf of itself and third party funds that it manages for capital appreciation purpeses In a small number of
cases these investments fall under the classification of a structured entity as they are funds managed by the General Partner under a lmited
partnershtp agreement

The Group s attributable stakes in these entities are held at fair value

The nisk and maximum exposure to loss arising frem the Group s involvement with these entities are summansed below

rrying amount
Carrying Maximum loss

Assets Liabiities Net exposure
Balance sheet ine item of asset or hability £m Em Em Em
Unquoted investments 2 - 2 2
Total 2 - 2 2

At 31 March 2015 the total fair value of these investments including stakes held by third parties was £33 mithion (2014 £53 mition) The Group
recognised an unrealised loss of £1 milion from investments that are structured entities (2014 £1 million realised profit)

REGULATORY INFORMATION RELATING TO FEES —

Under AIFMD 31 Investments plc acts as an Alternative Investment Fund Manager (*AlFM") ta 31 Group plc In performing the actvities and

functions of the AIFM the AIFM or another 31 company may pay or receive fees commissions or non-maonetary benehts to or from third parties
of the following nature

= Transaction fees 3 companies receive monitoring and directors fees frem portfolio companies The amount is agreed with the portfolio
company at the time of the investment bui may be re-negobated Where applicable 3; may also recewve fees on the completion of
transactions such as acquisitions re-financing or syndicaticn esther fram the portfolio company ar a co-investor Transaction fees paid to 3t
are included n pertfolic iIncome

s Payments for third party services 3 companies may retain the services of third party consultants, for example for an independent director
or other investment management specialist expertise The amount paid varies in accordance with the nature of the service and the length of
the service pertod and 1s usually but not always paid/reimbursed by the portfolio compames The payment may involve a {lat fee, retainer or
success fee Such payments, where borne by 31 companies, are usually included in portfolio ncome

» Payments for services from 31 compantes One 31 company may provide investment adviscry services ta another 31 company and receive
payment for such service
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30 PRINCIPAL SUBSIDIARIES

The table below compnises the principal subsidhiary undertakings as at 31 March 2015 all of which were wholly-owned, with the exception of

31 Debt Management Limited which1s 75 4% owned and is in turn the 100% owner of 31 Debt Management Investments Limited and 31 Debt
Management US LLC which 1s B0% owned The Group has entered inte agreements to purchase the remaining 24 6% of the equity of 31 Debt
Management Limsited and 20% of 31 Debt Management US LLC currently owned by management over the next two years They are sncorporated
in Great Britain and registered in England and Wales untess otherwise stated

The introduction of IFRS 10 has resulted 1n a reassessment of the accounting subsidianies of the Group [FRS 10 has reduced the requirements for
an entity to be classified as an accounting subsidiary and deems wider control issues as apposed to equity ownership as the key determinant
when identifying accounting subsidiaries Under IFRS 10 f the Group 1s exposed, or has rights to variable returns from tts involvement with the
nvestee and has the ability to affect these returns through its power over the investee then it has control and hence the investee 1s deemed an
accounting subsichary Thisis inconsistent with the UK Companies Act where voting rights are the key determinant when identifying accounting
subsidiaries with a larger than 50% holding of voting nights resulting 1n an entity being classified as a subsidiary The accounting treatment of
each subsidiary 1s noted in the table below

As at 31 March 2015, the entire 1ssued share capital of 31 Holdings plc and 75 4% of the 1ssued share capital of 31 Debt Management Limited was
held by the Company The entire 1ssued share capital of all the other principal subsidiary undertakings Usted in the table below and 80% of 3 Debt
Management US LLC was held by subsidiary underiakings of the Company

In additten under the application of IFRS 10 30 of the portfolic investments are censidered to be accounting subsidiaries As per the investment
entity exception under IFRS 10 these are all held at far value with movements shown in the Staternent of comprehensive income The largest 25

portfalio companies by fair value are detailed on pages 134 and 135 The combinatwon of the table below and that on pages 134 and 135 are
deemed by the Directors to fulfil the IFRS 12 disclosure of material subsidiaries

The Directors are of the opinion that the number of undertakings in respect of which the Company 1s required to disclese information under
Schedule 4 to The Large and Medium-sized Cornpanies and Group s {Accounts and Reports) Regulations 2008 s such that compliance would
result in information of excessive length bemng given The full disclosure will be annexed to the Company s next annual return

Country of tssued and fully pard Principal Registered LConsalidation

Name Incarparation share capital activity atfice treatment

31 Holdings plc England and Wales 1000009 Holding campany 16 Palace Street Consolidated
ordinary shares of £1 London SW1E 51D

i International Holdings England and Wales 2715973 Helding company Consolidated
ordinary shares of £10

diple England and Wales 110000000 Services Consolidated
ordinary shares of £1

31 Debt Management Limited England and Wales 1000000 Holding company Consolidated
ordinary shares of £1

31 Debt Management England and Wales 12000000 Investment manager Consolidated

Investments Limited ordinary shares of £1

31 Investments pic England and Wales 1000000C Imvestrnent manager Consolidated
ordinary shares of £1

21 BIFM Investments Limited England and Wales 2570000 Investment manager Consolidated
ordinary shares of £1

31 Europe ple England and Wales 500000 Investment adviser Consolidated
ordinary shares of £1

31Nordic ple England and Wates 500000 Investrent adviser Consolidated
ordinary shares of £1

Gardens Pension England and Wales 100 Pension fund trustee Consolidated

Trustees Limited ordinary shares of £1

3i1Corporation Usa 15000 shares of common Investment manager 1Grand Central Place  Consolidated
stock (no par value) 60 East 42nd Street

Suite 4100
New York NY 101465 USA

31 Debt Managerment US LLC usa 1800 shares of cammon stock  Investment manager Consolidated
{no par value)

31 Deutschland Germany €25 564 594 Investment manager Bockenheimer Consolidated

Gesellschaft fur Landstrasse 2-4

Industriebetelbgungen 60306 Frankfurt am

GmbH

Main Garmany
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31 RESTATEMENT OF PRIOR PERIOD INFORMATION

As explained in the Significant accounting pelicies, the Group has restated comparative information where relevant following the early adoption of

changes provided in the narrow scope amendment to IFRS 10

The impact of this restaternent on a hine by line basis 1s presented below

IMPACT ON CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 MARCH 2014

As originally Eftect of Restated
reported restatement presentation
Em £m £m
Unrealised profit on the revaluation of invesiments 77 4 81
Fair value movernents on investment entity subsidiaries 454 21 433
Fees recevable from external funds 50 25 79
Operating expenses (118 (18 (136)
Interest receivable 2 L 3
{Expensel/income fram fair value subsidiares {5} 13 8
Carried interest and performance fees recevable {1 4 3
Carried interest and performance fees payable {14} (1 (17)
Acquisition related earn-out charges - (&) (6)
Income taxes (2) {1) (3)
Other Income statement items 37 - 37
Total comprehensive income for the year 478 - 478
IMPACT ON CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2014
As originally Effect of Restated
reported restatement presentation
Em £m Em
Asgets
Unquoted investments 1279 45 1324
Investments In Investment entities 1973 (b4) 1909
Carried interest and performance fees recervable 8 Q 17
Intangible assets i0 15 25
Deferred income taxes 1 2 3
QOther current assets 72 76
Cash and cash equivalents 643 k]l 674
Other assets 402 - 402
Total assets 43688 42 4,430
Liabiltres
Carried interest and perfermance fees payable (24) (4) (30)
Acquisition related earn-out charges payable {2) (16} (18)
Deferred income taxes - nan current - (2) {2)
Provisions {4) m (5)
Trade and other payables 158) (8) (166)
Acquisition related earn-out charges payable - (10} (thi]
Current income tax {2) (2) (4)
Deferred ncome taxes - current (i) i -
Other lizbiities {887) - (887)
Total babiLities {1,080 42) (1,122)
Equity
Translation reserve 242 1 243
Capital reserve 1051 {1 1050
Other reserves 2015 - 20i5
Total equity 3308 - 338
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FINANCIAL STATEMENTS
Notes to the accounts continued

31 RESTATEMENT OF PRIOR PERIOD INFORMATION CONTINUED

IMPACT ON CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2014

As onginally Effect of Restated
reported restaternent presentaton
Em Em Em

Cash flow from operating activities
Purchase of investments (14) {34) 148)
Proceeds from investrments 452 2 454
Cash inflow from fair value subsidiaries 44 16 62
Portfalio fees received 4 2z 4
Fees recewved from external funds 52 23 75
Carried interest and performance fees recewed 1 4 5
Carried interest and perfarmance fees pard 120) 5 (19)
Qperating expenses (125) & (131
Inceme taxes paid (3) (4) (7}
Other cash flows (243) - (243}
Change in cash and cash equivalents 50 8 58
Opening cash and cash equivalents 610 23 633
Effect of exchange rate fluctuations n7n - {17
Closing cash and cash equivalents 643 kLl &Th
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Independent Auditor’s report

INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF 3i GROUP PLC

Opinion on Financial statements

In our opinion

m the Financial statements give a true and fair view of the state of the Group s and of the parent Company s affairs as at 31 March 2015 and of the
Group s profit for the year then ended

® the Group Financral statements have been properly prepared in accordance with International Financial Reporting Standards as adopted by the
Eurcpean Union {(IFRSs)

= the parent Company Financial statements have been properly prepared in accerdance with IFRSs as adopted by the European Union and as
applied in accordance with the provisions of the Companies 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

What we have audited

We have audited the Financial statements of 31 Group plc for the year ended 31 March 2019 which comprise the Cansolidated Statement of

comprehensive ncome the Consolidated and Parent Company Statements of changes in equity, the Consolidated and parent Company -
Statements of financial position the Consolidated and Parent Company cash flow statements and the related notes 1 to 31 The financial reporting

framewaork that has been applied in their preparation is applicable law and IFRS and as regards the parent company Financial statements as

applied in accordance with the provisions of the Companies Act 2006

This report 1s made selely to the Company s members as a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 Qur audit
work has been undertaken so that we might state to the Company s members those matters we are required to state to them in 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
Cempany and the Company s members as a body for our audit work for this report or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directors respansibilities set out on pages 55 and 56, the directors are responsible for the preparation
of the Financial staterents and for baing satisfied that they give a true and fair view Our responsibility 1s to audit and express an opimion on the
Financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board s Ethical Standards for Auditors

Scope of the audit of the Financial statements

An audit snvolves obtaining evidence about the amounts and disclasures in the Financial statements sufficient to give reasonabte 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 appropriate to the Groups and the parent Company s circumstances and have been consistently apptied 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 and Accounts to identify material inconsistencies with the
audited Financial statements and to identify any information that 1s apparently materially incorrect based on or matenally nconsistent with, the
knowledge acquired by us in the course of performing the audit If we become aware of any apparent material misstatements or inconsistencies
we consider the implications for our report

| SLNIWILYLS IVIINVNIS |
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FINANCIAL STATEMENTS

Independent Auditor’s report continued

Qur assessment of risk of material misstatement and our response to these risks

The nisks included in the table below represent those matenal nsks of misstaternent that have had the greatest impact on our audit strategy and
approach for the year ended 31 March 2015 {including the allocation of resaurces and the directing of efforts of the engagement team) The table
alsc includes our audit response to each of these risks

Risk identfied

Our response

Group and parent Company
lygtion of unguoted proprietary investments an
Ifng i nsol t: ntof
comprehensive ncome

Please refer to page 67 Audit and Campliance
Commuttee report and notes 10 and 11 ta the
audited Financial staternents

The proprietary investment portfolis comprises a
large number of unquoted securities The valuation
policy followed by the Group s based onthe
Internatienal Private Equity and Venture Capital
Valuation (IPEV) guidelines Owing te the itiquid
nature of these investments the assessment of fair
valuation necessitates significant and complex
Judgements by management

Inappropriate judgements made in the assessment
of fair value n parbicular in respect of earnings
multiples liquidity discounts discount rates and
valuation multiple selection could have 2 significant
impact on the value of the unguoted investment
portfolio and therefore an the return generated for
the shareholders

We obtained anunderstanding of managements processes and controls around the fair valuation of
unquoted proprietary investments by performing walkthrough procedures testing relevant controls and by
reviewing the valuation governance structure and protocels around management s oversight of the valuation
cf unquoted iInvestments

We assessed that management s valuation policies were in compliance with IFRS and the IPEV guidelines and
that the valuation approach adopted by management was appropriate

With the assistance of our valuation experts we farmed an independent assessment of the valuation ofa
sample of ungueted investments to provide further assurance on the appropriateness of the portfolo
valuatien Qur valuation experts conducted this independent assessment by reference to relevant industry
and market valuation considerations

In respect of the valuation model nputs on 3 sample basis we agreed the earnings and earmngs multiples

to investment company and comparable cempany results transaction muttiples management accounts

and other information available from relevant external market sources

We re-performed the calculation of the vatuation models on a sample basis

We identifred and discussed with management the rationale for any differences between the exit prices of
investments realised during the year against the pnor year farr value to further assess the reasonableness of
the current year valuation models and methodology adopted by management

We confirmed the impact an the Consolidated Statement of comprehensive income of valuation

movemenis - realised and unrealised

Risk identified

Qur response

Group

ion of carrad intery filelin) n
the Consclidated staternent of comprehensive ncom
Please refer to page 66 Audit and Compliance
Committee report and note 13 to the audited
finzncial staterments
The carried interest agreements are ccmplex In
nature Carried interest reflects amounts payable to
investrnent executives and amounts recevable in
respect of the 31 managed funds The valuation of
carried interest 15 based on the underlying valuation
of the investment portfolic The process of
calculating carry payable and receivable requires
the use of manual calculations
The complexities inherent in the arrangements and
the manual nature of the recognition process could
have a significant impact on the value of carry
payable and recevable and therefore on the return
generated for the shareholders

We obtained an understanding of management s processes and controls around the carned interest
calculations by reviewing the terms and canditions set out in the underiying agreements performing
walkthraugh procedures testing relevant controls and reviewing the governance structure and protecols
arcund management s oversight of the carred interest arrangements

We performed analyticat procedures in respect of carried interest based on our knowledge of Investment
realisations and the performance of the reference investment portfolio

On a sample basis we re-performed management s calculation of carnied interest obtained carroborative
audt evidence for the inputs used in the calculation and checked conformity with the provisions of the
respective agreements

In the prior year the Auditor s report included the first time adoption of IFRS10 as & risk As the Group has followed the same approach to IFRS 10
this year and as there have been imited changes to the standard, IFRS10 has not been :ncluded in the risks identified above in respect of the

current year
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Our application of materiality

We applied the concept of materizlity both in planming and performing our audit, and in evaluating the effect of identified misstatements on our
audit and on the Financial statements For the purposes of determining whether the Financial statements are free from matenal misstaternent
we define materiality as the magnitude of misstatement that makes ot probable that the economic decisions of a reasonably knowledgeable
persaon relying on the Financial statements would be changed or influenced

When establishung our overall audit strategy we determined a magnitude of uncorrected and undetected misstatements that we judged would be -
material for the Financial statements as a whele We deterrmined materiality for the Group to be £38 milbion (2074 £33 milion), which1s 1% of net

asset value Qur evaluation of materiality requires professignal jJudgement and necessarily takes into account qualitative as well as quantitative
considerations implicit in the definition We have derived cur materiality calculation based on Net assets as we consider this on balance to be the

most important financial metric used by shareholders

On the basis of our risk assessments together with our assessment of the Group s overall control environment, our judgment was that overall
performance materiality (that 1s our tolerance for msstaterent in an individual account ar balance) for the Group should be 50% of matenality,
namely £1¢ million (2014 £16 7 million) Qur cbjective in adopting this approach is to ensure that total uncorrected and undetected audit
differences in the Financia! statements as a whole do nat exceed our matenality of £38 million

We agreed with the Audit and Compliance Committee that we would report to the Committee all audit differences in excess of £19 milion {2014
£1 6 million) as well as differences below that threshotd that, n our view warranted reporting on qualitative grounds

We evaluated any uncorrected misstaternents against both the quantitative measures of matertality discussed above and in light of other relevant
qualitative considerations

An overview of the scope of our audit

We used a risk-based approach for determining our audit strategy ensuring that our audit teams performed consistent procedures and focused
on addressing the nsks that are relevant to the business This approach focused our audit etfort towards higher risk areas, such as significant
management judgments

The investments balance 1s the most significant part of the balance sheet Control over the valuation of investments, wherever they are based,
15 exercised directly by 31 s managerment in London, and as such 1s audited by the UK based audit team In all locations where the Group has
operations the UK based audit team audited all items material to the Group Financial statements

Optnion on other matters prescribed by the Companies Act 2006
In our opinion
m the part of the Directors Remuneration report to be audited has been properly prepared in accordance with the Companies Act 2006 and

m the information given in the Strategic report and the Directors report for the financial year for which the Financial statements are prepared
15 consistent with the Financial statements

| SINIWALYLS TVIINVNIL I
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FINAKCIAL STATEMENTS
independent Auditor’s report continued

Matters on which we are required to report by exception

We have nothing to report in respect of the following

Under the ISAs (UK and Ireland) we are required to repert to you if, in our opinion information in the Annual Report 15
m matenially inconsistent with the information in the audited Financial statements or

m apparently matenally incorrect based en or materially inconsistent with our knowledge of the Group acquired in the course of performing cur
audit or

® 5 otherwise misleading

In particular we are required to consider whether we have identified any inconsistencies between our knowledge acquired during the audrt and
the Directors statement that they consider the Annual Report 1s fair balanced and understandable and whether the annual report appropnately
discloses those matters that we communicated to the Audit Committee which we consider should have been disclosed

Under the Companies Act 20056 we are required to report to you if 1n our opinion

s adeguate 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 Directers Remuneration report to be audited are not in agreement with the
accounting records and returns or

m certain disclosures of Directors remunegration specified by law are not made or

8 we have not receved all the infermation and explanations we require for our audit

Under the Listing Rules we are required to review

m the Statement of Directors Responsibilities set out on pages 55 and 96 0 relation to going concern and

a the part of the Corporate governance statement relating to the Company s compliance with the ten provisicns of the UK Corporate Governance
Code specified for our review

Cnst @ %O LLp

David Canning-Jones (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

Date 13 May 2015

The maintenance and integrity of the 31 Group plc web site 1s the responsibility of the directors the work carried out by the auditors does not involve consideration
of these matters and accordingly the auditors accept no responsibility for any changes that may have occurred to the Financial statements since they were initially
presented on the web site

Legislation in the United Kingdom governing the preparation and dissermination of Financiat statements may differ from legistation in other jurisdictions |
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PORTFOLIO AND OTHER INFORMATION

Portfolio and other information

25 LARGE INVESTMENTS

The 25 investments listed below account for 81% of the portfolio at 31 March 2015 (2014 75%)

For each of our investments we have assessed whether they classify as accounting subsidanies under IFRS and/or subsicharnies under
the UK Companes Act This assessment forms the basis of our disclosure of accounting subsidianes in the finanoial statements

The UK Campanies Act defines a subsidiary based on voting rights, with a greater than 50% majority of vating nights resulting in an entity being
classified as a subsidiary IFRS 10 applies a wider test and «f a Group 1s exposed, or has rights to vaniable returns fromits involvement with the
investee and has the ability to affect these returns through its power over the investee then (t has control and hence the investee 1s deemed
an accounting subsidiary Accounting subsidiaries under IFRS 10 within the 25 large investments below are noted None of these investments

are UK Companies Act subsidiaries

In accordance with Section 29 of the Alternative Investment Fund Manager Directive ("AIFMD"), 31 Investments ple, as AIFM, encourages
atl controlled portfolio compames to make avalable to employees and investors an Annual repart which meets the disclosure reqguirements

of the Directive These are avallable either on the portfobo company s website or through filing with the relevant lecal authorities

Investment Description of business Business line Geography
Actione Non-food discount retailer Private Equity Benelux
3iInfrastruciure plc @ Cuoted investment company investing i infrastructure Infrastructure UK
Scandlines & Ferry operator between Denrmark and Germany Private Equity Denmark/Germany
Amor/Christ e Distributor and retailer of affordable jewellery Private Equity Germany
Element Matenals Technology Mazerials testing and inspection Private Equity Benelux
Quintiles Clirieal research outsourcing solutions Private Equity us
Mayberne Manufacturer and distributor of baby products Private Equity UK
ACR Pan-Asian non Iife reinsurance Private Equity Singapore
CQ Holding = Precision engineered elastomenc components manufacturer Private Equity us
AES Engineerning Manufacturer of mechamical seats and support systems Prevate Equity UK
Basic-Fite Discount gyms operater Private Equity Benelux
Tato Manufacture and sale of speciality chermicals Private Equity UK
GiFe Internaticnal transrmussien testing specialist Private Equity Germany
Oynatect Manufacturer of engineered mission critical protective equipment Private Equity us
Aspen Pumps @ Manufacturer of pumnps and accessores for the ar conditioning heating and Private Equity UK
refrigeration industry
Azels e Pan-European speciality chemical distributor Private Equity Luxembourg
Mémora e Funeral service provider Private Equity Spain
Mle Global management consullancy Private Equity us
Geka e Manufacturer of brushes applicators and packaging systems for the cosmetics industry  Private Equity Germany
Agent Provocateur e Women s ingerie and associated products Private Equity UK
Refresco Gerber Eurapean bottler of soft drinks and fruit juices for retailers and branded customers Private Equity Benelux
OneMed Group @ Distributer of consumable medical products devices and technology Prvate Equity Sweden
Eltel Networks @ Infrastructure services for electricity and telecoms networks Private Equity Sweden
MKM Buillding materials suppler Private Equity UK
Etancc e Designer manufacturer and distributor of fasteners and fiung systems Private Equity France

@ IFRS accounting subsidiary
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Residual cost Residual cost Valuation Valuation
March 2014 March 2015 March 2014 March 2015
Firstinvested in  Valuation basis £Em Em Em Em  Relevant transactions in the year
2m Earnings 57 2 5N 592 Refinancing returned £113m of proceeds
2007 Quoted 302 302 404 481  £20m dwvidends paid to 31 Group
2007 OCF 108 114 193 262
2010/2014 Earnings 50 129 0 165 Follow on investment in Christ of £99m to acquire Christ
aleading retailer for jewellery and watches in Germany
2010 Earnings 78 62 124 145
2008 Quoted 52 4% 122 144
2004 Earnings 13 129 116 133
2004 Industry metric 105 105 101 120
2014 Earnings - 100 - 109  New nvestment
1996 Earnings 30 30 2% 102
2013 Earnings 84 LA} 82 102
1989 Earnings 2 2 85 80
2013 Earnings b4 68 65 78
2014 Earnings - 65 - 71 Newinvestment
2015 Earnings - 55 - &4 New investment
2007 Imminent sale 72 76 26 62 BExitcompleted in May 2015
2008 Earnings 141 159 &7 61
2013 Earnings L 42 43 53
2m2 Earnings 56 49 55 53
2007 Earnings 49 53 35 53
200 Guated 4b 30 42 47 PO in March 2015 generating £25m of proceeds
20m Earnings 108 17 44y 47
2007 Guoted 89 13 70 47 IPDn February 2015 generating £87m of proceeds
20046 Earnings 20 22 27 43
20m Earnings 80 87 44 40
1750 1973 282 3154
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PORTFOLIO AND OTHER INFORMATION

Portfolio valuation — an explanation

POLICY

The valuation pelicy 1s the responsibibity of the Board, with additional
overstght and annual review from the Valuations Committee Our pelicy
15 to value 3i s investment portfolio at fair value 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 with the fair value gudelines under IFRS and
n so doing 15 also compliant with the guidelines 1ssued by the
International Private Equity and Venture Capital valuation board {the
IPEV guidelines } The policy cavers the Group s Private Equity,
Infrastructure and Debt Management investment valuations Valuations
of the investment pertfolio of the Group and its subsidianes are
perfermed at each quarter end

Fair value 1s the underlying principle and 1s defined as the price that
would be received to sell an asset in an orderty transaction between
market participants at the measurement date {IPEV guidelines
December 2012) Fair value 1s therefore an estimate and, as such
determinng fair value requires the use of judgement

The quoted assets in our portfolio are valued at their closing bid price
at the balance sheet date The majority of the portfelio, however, 15
represented by unguoted investments

PRIVATE EQUITY UNQUOTED VALUATION

To arrive at the fair value of the Group s unquoted Private Equity
investments we first estimate the entire value of the company we have
invested In - the enterpnse value We then apportion that enterprise
value between 3, other shareholders and lenders

Determining enterpnise value

This enterprise value 1s determined using cne of a selectign of
methodologies depending on the nature, facts and circumstances of
the investment

Where possible, we use methedclogies which draw heavily on
observable market prices whether listed equity markets or reported
merger and acquisition transacticns and trading updates from our
portfolio

As unquoted investments are not traded on an actsve market, the
Group adjusts the estimated enterprise value by a hquidity discount
The Uguidity discount 1s applied to the total enterprise value and we
apply a higher discount rate for investments where there are material
restrictions on our ability to sell at a3 ime of our choosing

The table on page 137 outlines in more detail the range of vatuation
methodologies available to us, as well as the inputs and adjustments
necessary for each

Apportioning the enterprise value between 31, 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 more senior to the most senior of our Investments

2 The resutting attnbutabte enterpnse value I1s apportioned to
the Grougp s investment, and equal ranking investments by other
parties according to contractual terms and conditions to arrive
at a fair value of the entirety of the investment The value 1s then
distributed amoengst the different loan equity and other financrat
instruments accordingly

3 if the value attnbyted to a specific shareholder loan investmentn a
cempany 1s less than its par or neminal value a shortfall s implied
which s recognised in our vatuation In exceptional cases we may
Judge that the shortfall 1s tempoarary, to recognise the shortfall in
such a scenano would lead to unrepresentative volatility and hence
we may choose not to recognise the shortfall

Cther factors
In applying this framework, there are additional consideraticns that are
factored into the valuation of some assets ,

Impacts from structuring

Structural rights are instruments convertible into equity or cash at
specific points in time or linked to specific events For example where
a majcnty shareholder chooses to sell and we have a minerity interest
we may have the right to a minimum return on our Investment

Debt instruments 1n particular, may have structural rights In the
valuation it1s assumed third parties such as lenders or holders of
convertible instruments, fully exercise any structural nights they might
have if they are in the meney” and that the value to the Group may
therefore be reduced by such rights held by third parties The Groups
own structural rights are valued on the basis they are exercisable on
the reporting date

Assets classified as “terminal

If we believe an investment has more than a 50% probability of falling
in the 12 months following the valuation date, we value the investment
on the basis of its expected recoverable amount in the event of failure
It 1s important to distinguish between our investment failing and the
business farting the failure of our investment does not always mean
that the business has failed just that gur recoverabte value has
dropped significantly This would generally result in the equity and toan
components of our investment being valued at mil Value movements in
the period relating to investments classified as terminal are classified
as provisions In our value moverment analysis

INFRASTRUCTURE UNQUOTED VALUATION

The primary valuation methodology used for infrastructure
investments is the discounted cash flow method { DCF ) Fair value 1s
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 15 estimated with reference to the market risk-free rate, a risk
adjusted prermium and information specific to the investment or
market secter

DEBT MANAGEMENT YALUATION

The Groups Debt Management business line typically invests n traded
debt instruments and the suberdinated 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 a range of data including
broker guotes if availlable 3imnternal forecasts and discounted cash
flow models trading data where available and data from third-party
valuation providers Broker quates and trading data for more liquid
holdings are preferred
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% of portfolio
valued on this

Methodology Description Inputs Adjustments basis
Earnings Most commonly used Private Earnings multiples are appled to the earnings of the A lquidity discount 1s applied to 59%
(Private Equity) Equity valuation methodolegy ~ company to determine the enterprise value the enterprise value typically
Used for investments which Earnings between 5% and 15% using
are profitable and for which we  Reported earmings adjusted for non-recurring items  12ctors such as our alignment
can determine a set of isted such as restructuring expenses for significant with management and cther
companies and precedent corporate acticns and in exceptional cases run-rate  Mvestors and our investment
transactons where relevant  adjustments 1o arrive at maintainabile earnings nghts i the deal structure
with similar characteristics Most comman measure is earnings before mnterest
tax depreciation and amortisation {"EBITDAT)
Earnings used are usually the management accounts
for the 12 moniths o the quarter end preceding the
reporting penod unless data from ferecasts or the
latest audited accounts provides a mare reliable
picture of maintainable earnings
Earnings multiples
The earnings multiple 15 derved from comparable
Listed companies or relevant market transaction
multiples
We select companies inthe same industry and where
possible with a similar business model and profile in
terms of size praducts services and customers
growth rates and geographic focus
We adjust for relative perfermance in the set of
comparables exit expectations and other company
specific factors
Quoted Used for investments in Closing bid price at balance sheet date No adjustments 20%
(Infrastructure/ listed cormpanies ar discounts applied
Private Equity)
Imminent sale Used where an assetisina Contracted proceeds for the transaction or best Adiscount of typicatly 2 5% s %
{Infrastructure/ sales process aprice hasheen estimate of the expected proceeds applied 10 reflect any uncertain
Private Equity) agreed but the transacticn bhas adjustments ta expected
nat vet settled proceeds
Fund (Infrastructure/  Used for investments in Net asset value reporied by the fund manager Typically ne further discount 0%
Private Equity/Debt unlisted funds applied v addibion to that applied
Management) by the fund manager
Specific industry Used {or investments in We create a set of comparable listed companies and  An appropriate discount 1s 3%
metrics ingtustries which have well derive the implied values of the relevant metric applied depending on the
(Private Equity) defined metrics as bases far We track and adjust this metric for relative valuation metric used
valuation —eg book value for performance as In the case of earnings multiples
Insurance ungerwriters c bl fected "
or regulated asset bases omparable companies are setected using the same
for utilities criteria as described for the earnings methodology
Discounted Appropriate for businesses with  Long-term cash flows are discounted at arate which  Discount already implicit in the 9%
cash flow leng-term stable cash flows 15 benchmarked against market data where possible discount rate appled 1o
(Private Equity/ typically in infrastructure or adjusted fram the rate at the imitial investment long-term cash flows — no
Intrastructure) based on changes in the risk profile of the investrment  further discounts applied
Broker quotes (Debt Used to value traded debt Broker quotes obtained from banks whichtradethe  No discount s applied 5%
Management} nstruments specific instruments concerned benchmarked to a
range of other data such as DCF trade data and other
quotes
Qther Used where elements of Values of separate elements prepared on one ofthe  Discounts applied to separate 1%
{Private Equity} abusness are valeed on methodologies Listed above elements as above

different bases

For a small proportion of our smalter investments (less than 1% of the portfolio value) the valuation is deterruned by a more mechanical
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 investments are measured using amorbsed cast and any impled impairment in ine with IFRS

Cansistent with IPEV guidelines all equity investments are held at fair vatue using the most appropriate methodology and no investrnents are

held at historical cost

31 Group Annual report and accounts 2015

NOLLYWHO4NI ¥3HL0 ONV 0IN041H04 |

137



EXTRACT FROM 2014 ANNUAL REPORT

Directors’ remuneration policy

This 1s an extract from the 2014 Annual report and sets cut the Directors’ remuneration policy
("the Policy”} approved at the 2014 Annual General Meeting held on 17 July 2014 and 1s effective
from that date for all payments made to directors

The Policy 1s reproduced here for ease of reference only

POLICY REPORT

Remuneration policy table

The table below summarises the policy in respect of each element of the Company s remuneration for Executive and non-executive Directors
effective from the date of the 2014 Annual General Meeting This policy was approved by sharehclders at the 2014 Annual General Meeting in
accordance with section 43%A of the Companies Act 2006

This policy remasns unchanged While the Commuttee will consider the appropriateness of the Remuneration policy annually to ensure 1t continges
to align with the business strategy there 1s no current intention to revise the policy more often than every three years unless required to through
changes to regulations or legistation

138

Executive Directors

Purpose and link
to strateqic objectives

Base salary

Operaton

Opporturity

Performance
metrics

u Toprovide a fixed
element of pay at
a level that aids the
recrutment, retention
and motivation of high
performing people

m Toreflect therr rote
experience and
importance to
the business

Pension

m Salartes are normally reviewed
annually by the Committee with any
changes usually becoming effective
from 1 July

m These are reviewed by taking into
account a number of factors
including

- performance of the Company and
individual

- wider market and economic
conditigns

= any changes in responsibilities and

- the level of increases made across
the Company

» Whilst there 1s no maximum salary
level increases are generally
considered in the context of those
awarded to other employees and the
wider market

® Higher increases may be awarded in
exceptional circumstances For
exampte, this may include a change
Insize scope or responsibility of rote
or development within the role or a
specific retention 1ssue

8 The annual base salary for each
Executive Director is set out in the
Annual report on Remuneration
for the year

m None although the
Commuittee considers
when setting salary
levels the breadth and
responsibilittes of
the role as well as
the competence
and experience
of the individual

®» To provide contributions
to Executive Directors
to enable them to
make long-term
savings to provide
post-retirement tncome

s Pension contnibutions
are provided to both
support retention and
recruit pecple of the
necessary cabibre

®» Particpation in the defined
contribution pension scheme
{31 Retirernent Plan) or cash equivalent

a Prior to 2011 Executive Directors were
eligible for membership of the
31 Group Pension Plan a definad
benefit contributory scheme Pension
acerual ceased for all members with
effect from 5 April 2011 although
a tink to final salary 1s maintained
for existing accrual up to the date
of leaving the Company

m For the pened from 5 Apnil 2011

until 5 Apnl 2015, defined benefit
members receive additional
contributions into their defined
contribution pension scheme as
transittonal retief for members
whose pension accrual ceased
on 5 Aprit 2011

u Executive Directors receive a pensicn
contribution or ¢cash allowance of
12% of pensionable saiary

u In addition if an Executive Director 1s
a member of the 31 Group Pension
Plan they are eligible to recetve a
maximum additional contribution of
5% of the first £50 000 of pensionable
salary in the year to April 2015 only

u For those Executive Directors who
were members of the 31 Group
Pension Plan, their deferred pension
will change to reflect the deferred
pension available on leaving payable
from age 60

u Details for the current Executive
Directors are set out in the Annuat
report of remuneration for the year

n N/A
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Purpose and bk Performance
to strategic objectives Operation Opportunity Mmetrics
Benefits

u To provide market » Executive Directors are entitled to m Whilst there 15 no maximum level of s N/A

competitive benefits
at the level needed to
attract and retain high
performing people

u To provide health
benefits to suppart
the well being
of employees

Annual bonus

a combinaticn of benefits including
a non-pensionable car allowance,
private medical iInsurance an
annual health assessment and

life assurance

» The Remuneration Committee may
remove benefits that Executive
Directors receive or introduce other
benefits if It 1s appropnate to da so

m Executive Directors are also eligible
to participate in any tax-approved
all employee share plans cperated
by the Company on the same basis
as other eligible employees

benefits they are generally set at an
appropriate market competitive level
taking into account a number of
factors including market practice for
comparable roles within appropriate
pay comparators

= The Remuneration Committee may
review the benefits for an existing or
new Executive Director at any point

® Toncentivise the
achievement of the
Groups strategic
objectives on an
annual basis

m Deferralinto shares
reinforces retention
and enhances
alignment with
shareholders
by encouraging
longer- term focus
and risk alignment

» Bonus awards are considered
annually based on performance
in the relevant financiat year

= All performance targets are
reviewed and set by the Committee
early in the year

= Awards are determined by the
Commuttee after the year based
upon the actual perfarmance
against these targets

» Nomore than 50% of any bonus
award 1s paid as cash

= Atleast 50% of any bonus award will
be deferred into shares vesting in
equal instalments over four years

n Deferred bonus awards may be
granted in the form of conditional
share awards options or forfeitable
shares Awards may also be
settled in cash

» Participants receive the value of
dividends in cash on the shares
which are subject to the award

m Deferred share awards are subject
to the malus/clawback policy

w Maximum bonus of 400% of salary
for the Chief Executive

s Maximum bonus of 250% of salary
for the Group Finance Director

® A bonus of above 75% of
the maximum opportunity
1s enly awarded for
exceptional performance

a Perfermance is

assessed against a
balanced scorecard
which aligns with the
strategic objectives
of the Group

The targets can be
arange of financial
business line specific
personal, nisk and other
key Group targets

The Commititee uses
the scorecard as a
prompt and gwde to
Judgment and considers
the performance
outcomes in the wider
context of personat
performance {including
values and behaviours),
risk, market and

other factors

Details of the annual
performance targets
(and performance
aganst targets) are
shown withun the
Annual report

of remuneration

31 Group Annual report and accounts 2015

NOILVWHOINI ¥3HLO ONY 01104180d |

139




140

EXTRACT FROM 2014 ANNUAL REPORT
Directors’ remuneration policy continued

Purpose and ink
to strategic objectives

Long-term Incentive Plan

QOperation

Opporturity

Performance
metrics

m Alignment of reward
with long-term
sustainable Company
performance and
the creation of
shareholder value
over the longer-tarm

8 The combinaton of
strategic performance
measures and total
shareholder return
targets balance
internal and external
perspectives of
performance and
align participants with
shareholders interests

Shareholding requirements

m All performance targets atong with
relative weightings are reviewed
and set by the Commuttee prior
to awards being made

a The Committee may make an award
in the form of forfeitable shares
cenditional share awards, stock
appreciation rghts or options under the
plan Awards may be settled in cash

m Award levels are determined by
reference to indradual performance
prior to grant

m Awards vest subject to the Groups
achieverments against the
performance targets over a
fixed three year period

m To the extent that shares vest they are
released 50% on or around {but not
earber than) the third anmiversary of
grant and 25% on or around (but not
earbier than) the fourth and fifth
anmiversaries of grant

m The Committee may determne that
participants may receive the value
of dividends in cash or shares which
would have been paid on the shares
that vest under awards

a Performance share awards are
subject to the malus/clawback policy
{as set out in the notes opposite)

®  Awards granted in respect of a
fimancial year will have a face value
of up to 400% of salary for the
Chief Executive

® Awards granted in respect of
afinancial year will have a face
value of up to 250% of salary for
the Group Finance Director

» Normally no payment will be made
for below threshold performance
Between 20% and 25% of the
award vests at threshold
performance depending upon
the performance condition

8 The scorecard used
to measure the
performance links at
least half of the award
to total shareholder
returns and the
balance f any to
strategic objectives set
by the Board

= The achievement
aganst these targets
1s measured over
a three-year penod
and 13 determined
by the Commutiee

® The Committee can
reduce any award
which would otherwise
vest if gross debt or
geanng targets
are missed

u Details of the current |
performance conditions
are shown within
the Annuat report
of remuneration

s To create alignment
with shareholders by
encouraging longer-
term focus

8 Executive Dtrectors are required to
budd up over a reasonable period
of ime and thereafter maintain
a shareholding in the Company s
shares Vested shares (net of
income tax and National Insurance
contributions) under the Deferred
Bonus Plan and Long-term Incentive
Plan should be retamed until the
shareholding requirement 1s met

s |n addition sharehelding targets
exist for other members of the
Executive Comrmittee and for staff
destgnated as partners inthe
Groups businesses

s The Committee retains the
ability to introduce additional retention
conditions

m The shareholding targets for the
Executive Directors are

- Chief Executive - 30 times salary

- Group Finance Director-15
times salary

» Executive Committee members have
atarget of 1 5 times salary and
selected “partners” 1 0 times salary

a N/A
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Notes to the Remuneration policy table

Performance conditions

The Committee selected the performance conditions used for
determming the annual bonus and LTIP awards as they align directly
with the short and long-term strategy of the business These conditions
are set annually by the Comrrittee at levels that take into account the
Board s business plan

Changes to the policy operated in FY2014

There have been no changes to the remuneration policy from that
which was applied duning the year other than an increase in the
propartion of the annual bonus that s deferred over four years from
40% to 50% This has been increased to align the Executive Directors
interests more closely with those of shareholders

Consistency with policy for all employees

All employees are eligible to receve satary pension contributions
and benefits and to be considered for a discretianary annual bonus
with the maximum opportunities reflecting the role and seniority of
each employee Other members of the Executive Committee are
subject to the same bonus deferral arrangements as the Executive
Directors Higher-earning members of staff below Executive
Committee have a portion of therr bonus deferred into shares vesting
in equal instatments over a three-year period

Non-executive Directors

Within each of the Group s businesses semar members of staff have
a sigmficant part of their compensation linked to the long-term
performance of the Group s and its clients investments through
carried interest schemes or similar arrangements

Co-investment and carried mnterest plans

Executive Directors other than the Cheef Executive and Group Finance
Director, are permuitted to participate in carried interest plans and
simiar arrangements This was approved by shareholders on 4 July
2007 and 6 July 2011 when approving the Group s Long-term Incentive
Plan No current Executive Director benefits from these arrangements

Malus/Clawback policy

The Commuttee has agreed a policy which applies to long-term
incentive awards and deferred bonus share awards made during the
year to Executive Directors {and certain other Semier Executives} under
which awards may be forfeited or reduced prior to vesting in
exceptional crcumstances on such basis as the Coemmittee considers
fair reasonable and propertionate This would include material
misstaternent of Group financial statements, or cases where an
incsvidual s deemed to have caused a material loss for the Graup

2s a result of reckless negligent or wilful actions or iInappropnate
values or behaviour

The Cornenittee may make minor changes te this policy which do
not have a material advantage to Directors to aid inits operation
or implementation without seeking shareholder approval for
arevised version of this Policy report

Purpase and link to strategy Operation Opportunity
Non-executive Directors ~ Fees
m o attract and retain high » Non-executive Directors receive a basic annual fee ® Fees are set at a level which is considered

performing non-executive
Directors of the calibre

required m The Charrmans fee 1s reviewed annually by

the Commuttee

Services companies

» The fee s delivered in a mix of cash and shares

m The Board i1s responsible for deterrmiring all other
non-executive Director fees which are reviewed
annually to ensure they remain appropriate

appropniate to attract and retain the calibre
of individual required by the Company but the
Company avoids paying more than necessary
for this purpose

m Fees are benchmarked against other companies s Additional fees are paid for the following
of comparable size and against listed financial

roles/duties

- Seniorindependent Director
- Committee Chairman

~ Committee membership

» Committee fees are payable in respect of the
Audit and Compliance Committee Remuneration
Commuttee and Valuations Committee
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EXTRACT FROM 2014 ANNUAL REPDRT
Directors’ remuneration policy continued

RECRUITMENT POLICY

In determining remuneration arrangements for new executive
appointments to the Board (including internal promotions) the
Commuttee will take into consideration all relevant factors sncluding the
cabibre of the individual the nature of the role local market practice,
the indiwvidual s current remuneration package 31 remuneration policy
internal relativiies and existing arrangements for other Executive
Directors For external appointments some variation may be
necessary in order to attract the successful candidate and to reflect
particular skills or expenience specifically requred

The maximum level of vanable pay (as expressed as a multiple of base
salary) which may be awarded to new Executive Directors in respect
of their appointment shall be no more generous than the combined
maximum limits expressed in the Remuneraticn policy table above in
respect of the Chief Executive with an appropnate mix between annual
benus and LTIP opportunity excluding any awards made to
compensate the Executive Director for awards forfeited by thesr
previcus employer

SERVICE CONTRACTS

It may be necessary to compensate the new Executive Director

for vanable pay being forfeited from their current employer

The Commuttee s intention 1s that any such award would be no

more generous than the awards being forferted and would be
determined on 8 comparable basis at the time of grant including

the pay out schedule and performance conditions where appropnate

In determining whether it 1s appropriate to use such judgment the
Commrttee will ensure that any awards made are in the best interests
of both the Company and its shareholders The Committee is at all
times conscrous of the need to pay no more than 1s necessary
particularly when determining buy-out arrangements

For an internal appointment of a new Executive Directer, any existing
awards made prior to becorming a Director would be allowed 1o vest
and pay out in accordance with the existing plan ruies

In the event of the appomntment of a new non-executive Director
remuneration arrangements will normally be in line with those detailled
n the relevant Lable above

The main terms of the service contracts of the Executive Directors who served in the year were as follows

Provision Policy

Notice penod L]

12 months netice if given by the Company
8 4 months netice if given by the Executive Director

m Company policy 15 that Executive Directers notice penods should not normally exceed one year
Save for these notice periods the contracts have no unexpired terms

Dates of contracts 8 Mr S A Borrows - 17 May 2012

m Mrs J 5 Wiilson -1 October 2008

Termination payments | ]

alternative employment

Mr Borrows contract entitles the Company to terminate employment wathout notice subject to making
12 monthly payments thereafter equivalent to monthly basic pay and benefits less any amounts earned from

m All Directors contracts entitle the Company to give pay in lieu of notice

Remuneration and benefits [

The cperaticn of all incentive plans including being eligible to be considered for an annual bonus and
Leng-term lacentive Plan awards 1S non-contractual

® On termination of employment outstanding awards will be treated in accordance with the retevant plan rules

The Chairman and the non-executive Directors do not have service contracts or contracts for services Their appotntment letters provide for
no entitlement to compensation or other benefits on ceasing to be a Director Service contracts are available for inspection at the Company s

headquarters tn business hours
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PAYMENT FOR LOSS OF OFFICE

As putlined above the Committee must satisfy any contractual
obligations agreed with the Executive Directors Detatls of the Birectors
notice periods are shown alengside the service contract information

An Executive Director may be eligible to receive a time pro-rated
annual bonus in respect of the year up untit he or she ceased
employment In deterrmiming whether to award any bonus the
Commuttee will assess performance during the financial year up to the
date of cessation of active involvement in their management rote

The treatment of outstanding share awards 1s governed by the relevant
share plan rules The following table and the note below it summarise
the leaver categeries and the impact on the share awards which
employees (including Executive Directors} may hold

For the avoidance of doubt, the Commuttee reserves the nght to
make any remuneration payments and payments for lass of office
netwithstanding that they are not in ine with the policy set out above
where the terms of that payment were agreed {1) before the policy
came into effect or (1) at a time when the relevant individuat was not a
Director of the Company and in the optrion of the Commuttee the
payment was not in consideration for the indwvidual becorming a
Oirector of the Company For these purposes "payments” includes the
Committee satisfying awards of vanable remuneration and 1n relation
to an award or option over shares the terms of the payment are
agreed at the time the award 1s granted

Plan Good leaver categores Good leaver treatment’ Bad leaver treatment’
Deferred share awards | @ Death Awards vest in full on the normal Unvested awards lapse n full
= Retirement vesting date Vested awards structured as
8 lli-health, npury disability On death awards vest in full coptrons may be exercised for three
immediately months following the participant s
= Redundancy cessation of emptoyment
u Employing company/busmess ceasing
to be part of 31 Group
m  Scheduled Departure” (ie a participant
leaving on such a basis and/or within
a specified timeframe as agreed by
the Committee)
Leng-term u Death Awards norrmally vest on the Awards lapse in fult
Incentive Plan
a Retirernent normal vesting date subject to If the Committee decides the
performance Scaling back for
m |ll-health injury, disability time will normally apply awards should vest after the
' participant s cessatien of
a Redundancy If a participant dies the Commitiee | employment awards will vest
will determine the extent {o which subject to performance and
» Employing company/business ceasing
awards should vest as soen as it may scale back awards ar
to be part of 31 Group
practicable following the wnpose additional conditions
m “Scheduled Departure” (ie a participant | participant s death
leaving on such a basis and/or within
a specified timeframe as agreed by
the Committee}

1 The treatments set out In the table above apply to all employees and are expected to operate n the vast majonity of cases The Plan rules retain discretion for
the Comrmittee to reduce awards in exceptional circumstances to Good Leavers or permit vesting (in whole or in part} of awards which would otherwise lapse to
Bad Leavers [he Commiitee will report on the use of this discretion if 15 exercised in relation to any Executive Direcior
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EXTRACT FROM 2014 ANNUAL REPDRT
Directors’ remuneration policy continued

CHANGE OF CONTROL

If there 15 a takeover or winding up of the Company awards will vest
tothe extent determined by the Commitlee

SCENARIOS

Graph removed

Graph removed

The assumptions rmade in preparing these graphs are that

& Mimmum - this includes anly the fixed elements of pay, being base
salary benefits and pension

m Actual - this represents the remuneration received by each
Executwe Director for thesr performance in the year

s Maximum - this Is calculated as the fixed elernents and the
rmaximum Annual Bonus and Leng-terrn incentive Plan awards and

m Remuneration arising as a result of share price movements or
rights to dwvidends and other distributions have been excluded

CONSIDERATION OF WIDER EMPLOYEE PAY

As part of the annual Carnmittee agenda the Committee reviews the
overall pay and bonus decisions 1n aggregate far the Group This
ensures that the pay and conditions in the wider Group are taken into
account when determining directors pay In particular

m Salary increases awarded over time 10 other employees are taken
into account when considering salary increases for the Executive
Directors and

& The bonus awards made to Directors are considered and made in
the context of discretionary bonus awards made within the
business These are based upon Company perfermance and are
closely correlated to the Executive Director bonus awards

The Company does not consult with employees when preparing the
Executwe Director remuneration pelicy However a nurnber of our
employees are shareholders and so are able 1o express their views
in the same way as other shareholders

CONSIDERATION OF SHAREHOLDER VIEWS

As part of the shareholder consultation process during 2012/13 the
Campany proposed moving the payment date for awards under the
Long-term Incentive Plan to three years and six months following the
date of award The Commuttee recewed and considered feedback from
shareholders an this point and decided to retain the existing
framework under which the awards have a performance period of
three years and then are released in tranches on the third, fourth and
fifth anniversary of the date of grant

The Committee will continue to be rmundful of shareholder views when
evaluating and setting ongeing remuneration strategy and commits
to consulting with shareholders prior o any significant changes to
remuneration policy
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Information for shareholders

FINANCIAL CALENDAR

Ex-dividend date Thursday 38 June 2015
Record date Friday 19 June 2015
Annyal General Meeting Thursday 25 June 2015
Final dividend to be paid Friday 24 July 2015
Half year resuits (available online only} November 2015
Interim dividend expected to be paid January 2016

* The 2015 Annual General Meeting will be held at The Queen Elizabeth Il Conference Centre Broad Sanctuary Westminster London SWIP 3EE on 25 June 2015 at

1100am For further details please see the Notice of Apnual General Meeting 2015

INFORMATION ON ORDINARY SHARES

Shareholder prefile Location of investors at 31 March 2015

UK 720%
North America 160%
Continental Eurcpe 80%
Other internatonal 4 0%
SHARE PRICE
Share price at 31 March 2015 482 4p
High during the year (23 March 2015) 505 Op
Law during the year (15 October 2014) 3521p
DIVIDENDS PAID IN THE YEAR TO 31 MARCH 2015
FY2014 Final dvidend paid 25 July 2014 133p
FY2015 Interim dvidend paid 7 January 2015 60p
BALANCE ANALYSIS SUMMARY
Number of
Number of holdings
holdings Corporate Balance as at

individuals Bodies 31 March 2015 %
1-1000 13758 BAT 6478401 067
1001-10000 5721 990 15715721 162
10001-100 000 168 393 19114 B35 197
100001-1 000 000 17 300 113068619 163
10000071-10000000 0 m 299829254 3083
10000007 -highest 0 22 518 246979 5329
Total 19.664 2357 972453819 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 2015
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PORTFOLIO AND OTHER INFORMATION
Information for shareholders continued

BOILER ROOM AND OTHER SCAMS

In the past same of our shareholders have received unsolicited
telephone calls or correspondence concerning investment matters
from orgarsations or persons claiming or implying that they have
some connection with the Cornpany These are typically from overseas
based brokers” who target UK shareholders offering to sell them what
often turn out to be worthless or high risk shares in UK or overseas
investments Shareholders are advised to be very wary of any
unsoliciied adwvice, offers to buy shares at a discount or offers of free
reperts into the Company These approaches are operated oul of what
1s more commenly known as a "boiler room”™ You may also be
approached by brokers offering to purchase your shares for an upfront
payment in the form of a broker fee tax payment or de-rastrection fee
This 1s 3 common secondary scam cperated by the boller rooms

If you recewve any unsolicited investment advice

® Always ensure the firm is on the Financial Conduct Authority ("FCA")
Register and I1s allowed to give financial advice befare handing over
your money You can check at www fca org uk/register

® Double-check the caller 1s from the firm they say they are - ask for
their name and telephone number and say you will call them back
Check thewr identity by cailing the firm using the contact number
listed on the FCA Register This s important as there have been
instances where an authorised firm s website has been cloned but
with a few subtle changes such as a different phone number or
false email address

# Check the FCAs list of known unauthorised overseas firms
However these firms change therr name regularly, so even if a frm
15 not iisted it does not mean they are legiiimate Always check that
they are listed on the FCA Register and

u [f you have any deubts, call the Financial Conduct Authority
Consumer Helpline on 0800 i11 6768 If you deal with an
unauthorised firmn, you will not be eligible to receive payment
under the Financial Services Compensation Scheme

ANNUAL REPORTS AND HALF YEARLY REPORTS ONLINE

If you would prefer to recerve shareholder communications
electronically in future including annual reports and notices of
meetings please wisit our Registrars website at

www shareview co uk/clients/isignup and follow the instructions
there to register

The 2015 half yearly report will be availabte online only Please
regisier to ensure you are notified when it becomes available at
www 3i com/investor-relations/financial-news

More general information on electronic communications
1s available on our website at www 3i com/investor-relations/
shareholder-information

INVESTOR RELATIONS AND GENERAL ENQUIRIES

For all investor relations and general enquines about 31 Group pic
inctuding requests for further copies of the Report and accounts
please contact

Investor relations
31 Group plc

16 Patace Street
London SWIE 5JD

Telephone +44 (0)20 7975 3131
email IRTeam@31com

or visit the Investor relations section of our website at www 31 com/
mvestor-relations for full up-to-date investor relations informatbion
including the latest share price, results presentations and

financial news

REGISTRARS

For shareholder admimistration enquiries including changes of
address please contact

Equiniti

Aspect House

Spencer Read

Lancing

West Sussex BN99 6DA

Tetephone 0871 384 2031

Calls to this number cost Bp per minute plus network extras Lines are
open from 8 30am to 5 30pm Monday to Friday (international callers
+46121 415 7183)
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Glossary

Alternative Investment Funds { AIFs") At 31 March 2015 3
Investments plc as AIFM managed four AlFs These were 31 Group plc,
31Growth Caprtat Fund 31 Eurofund V and the European Middle Market
Lean Fund

Alternative Investment Fund Managers Directive {("AIFMD"} became

effective frem July 2013 As aresult at 31 March 2015 31 Investments
ple s registered as an Alternative tnvestment Fund Manager ("AIFM”)

which in turn manages four AlFs

Alternative Investment Fund Manager ("AIFM™) 15 the regulated
manager of AlFs Within 31 this 1s 31 Investments plc

Assets under management ("AUM") A measure of the total assets that
31 has to invest or manages on behalf of shareholders and third-party
investors for which it receives a fee

Barclays Infrastructure Fund Management business [ BIFM™)
Acguired by 3110 November 2013 when it managed two active unlisted
funds that invest in UK and European PPP and energy projects with
assets under management of over £700 million

Board The Board of Directors of the Company

Capital redemphon reserve 1s established in respect of the
redemption of the Company s ordinary shares

Capital reserve The capital reserve recognises all profits that are
capitaln nature or have been allocated to capial Following changes to
the Companies Act the Cempany amended its Articles of Association at
the 2012 Annual Generat Meeting to allow these profits to be
distributable by way of a dvidend

Carned interest 1s accrued on the realised and unrealised profits
generated taking relevant performance hurdles into consideratton
assuming all investments were realised at the prevailing book value
Carry s only actually paid or recetved when the relevant performance
hurdles are met and the accruatis discounted to reflect expected
payment penods

Carry receivable is generated on third-party capital aver the life of the
relevant fund when relevant performance critena are met

We pay carry to our investment teams on proprietary capstal invested
and share a proportion of carry recewable from third-party funds
This total carry payable is provided through schemes which have
been structured historically over two year vintages to maximise
flexibility 1n resource planning

Collateralised Laan Obtigatien (“CLO") A form of securitisation where
payments from mulbple loans are pooled tagether and passed on to
different classes of owners in various tranches

Company 3 Group plc

Discounting The reduction in present value at a given date of a future
cash transaction at an assumed rate using a discount factor reflecting
the time value of money

Drndend income from equity investments and CLO capitalis
recogrsed in the Statement of comprehensive iIncome when the
shareholders rights to receive payment have been established

Earnings before interest, tax. depreciation and amortisation
("EBITDA™) EBITDA 15 defined as earnings before interest taxation
depreciation and amertisation and 1s used as the typical measuyre of
portfolio company perfermance

EBITDA multiple Calculated as the enterprise value over EBITDA, it is
used to determine the value of a company

Executive Committee The Executive Committee 1s responsible for the
day-to-day runnung of the Group and comprises the Chief Executive
Group Finance Director the Managing Partners of the Private Equity
Infrastructure and Debt Management businesses and the Groups
General Counset

Fatr value movements on investment entity subsichanes The
movement in the carrying value of Group subsidianes classihied as
nvestment entities under IFRS 10, between the start and end of the
accounting period converted into sterling using the exchange rates at
the date of the movernent

Fair value through profit or loss (“FVTPL’) FVTPL 1s an IFRS
measurement basis permitted for assets and labilities which meet
certain criteria Gains and losses on assets and liabilibies measured
as FVTPL are recognised directly in the income statement

Fee income 15 earned directly from investee companies when an
investment 1s first made and through the life of the investment Fees
that are earned on a financing arrangement are considered 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 prowiding an ongoing service to the investee company are
recognised as that service 1s provided

Fees recewvahbte from external funds are fees receved by the Group
from third parties for the management of private equity infrastructure
and debt management funds

Foreign exchange oninvestments arises on investments made in
currencies that are different from the functional currency of the Group
entity Investments are translated at the exchange rate ruling at the date
of the transacton At each subsequent reporting date investments are
translated to sterling at the exchange rate ruling at that date

Fund Management A segment of the business focused on generating
profits from the management of private equity infrastructure and debt
management funds

Fund Management Operating profit comprises fee income from third

parties as well as a synthetic fee received from the Proprietary Capital
business less cperating expenses incurred by the Fund Management

business

Gross investment return {“GIR™) GIR includes praofit and loss on
realisations increases and decreases in the value of the investments
we hold at the end of a period any income received from the
investments such as interest dividends and fee income and foreign
exchange movements GIR 1s measured as a percentage of the opening
portfolio value and 15 the principal tool for assessing our Propnietary
Capital business

Income from loans and recervables s recognised as it accrues When
the fair value of an investment 1s assessed to be below the principal
value of a loan 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

31 Group Annual report and accounts 2015
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PORTFOLIO AND OTHER INFORMATION
Glossary continued

International Financial Reporting Standards ( I[FRS ) IFRS are
accounting standards issued by the International Accounting Standards
Board { 1ASB ) The Groups consolidated financial statements are
requrred to be prepared in accordance with IFRS

Investment basis Accounts prepared assurming that IFRS 10 had not
been introduced Under this basis we fair value portfolic companies
at the level we believe provides the most comprehensive financial
wnformation

The commentary i the Strategic Report refers to this basis as we
believe it provides a more understandable view of our performance

Key Performance Indicators (“KPI") This is a measure by reference to
whtch the development performance or position of the Group can be
measured effectively

Maney mulhple Calculated as the cumulative distributions plus any
residual value divided by paid-in capital

Net asset value ("NAV") NAV 15 a measure of the fair value of our
proprietary investments and the net costs of operating the business

Operating cash profit Defined as the difference between our cash
income {cash fees from managing third-party funds and cash income
fram our proprietary capital portfolio) and our operating expenses
excluding restructuring costs

Operating profit Includes gross investment return management fee
income generated from managing external funds the costs of running
our business netinterest payable movements in the fair value of
dervatives other losses and carned interest

Portfolio income is that which 1s directly related to the return from
individual ivestments It 1s recogmised to the extent that it 1s probable
that there will be economic benefit and the income can be reliably
measured It 1s comprised of dividend income income fram loans and
receivables and fee ncome

Proprietary Capital A segment of the business focused on generating
prafits from shareholders capital which 1s available to invest

Proprietary Capital operating profit The profit comprises gross
investment return operating expenses a fee paud to the Fund
Management business and balance sheet funding expenses such
as mterest payable

Public Private Partnership ("PPP"} A PPP is a government service
or private business venture which1s funded and eperated through a
partnership of government and one gr mere private sector companies

Realised profits or losses over vatue on the disposal of investments
The difference between the fair value of the consideration receved
less any directly attributable costs on the sale of equity and the
repayment of loans and recevables and its carrying value at the start
of the accounting period, converted into sterling using the exchange
rates at the date of disposal

Revenue reserve recogruses all profits that are revenue in nature or
have been allocated to revenue

Segmental reporting Cperating segments are reported in a manner
consistent with the internal reporting provided to the Chief Executive
who 1s considered to be the Groups chief operating decision maker All
transactions between business segments are conducted on anarms
{ength basis with intra-segment revenue and costs berng eliminated
on consolidation Income and expenses directly asscciated with each
segment are included in determining busness segment performance

Share-based payment reserve Is a reserve to recognise those
amounts in retained earnings in respect of share-based payments

Synthetic fee Internal fee payable to the Fund Management business
for managing our proprietary capital

Total return Comprises aperating profit less tax charge less movernent
in actuaral vatuation of the historic defined benefit pension scheme

Total shareholder return {*TSR") This 1s the measure of the overall
return to shareholders and includes the movement in the share price
and any dividends paid assurming that all dvidends are reinvested on
thetr ex-dividend date

Translation reserve comprises all exchange differences arising from
the translation of the financial statements of international operations

Underlying fund management profit Calculated as fee income minus
operating expenses related to Fund Management activities excluding
restructuring and amortisation costs

Unrealised profits or losses on the revaluation of investments The
moverment in the carrying value of investments between the start and
end of the accounting perrod converted into sterling using the exchange
rates at the date of the movement

Value weighted earnings growth The growth in last 12 month
earnings when comparing to the preceding 12 months This measure
1S the key driver of our private eguity portfolio performance

31 Group Annval report and accounts 2015




31 Group plc
16 Palace Street London SWIESJD UK
Telephone +44 (0§20 7975 3131

THR27379

Register online

To receive shareholder

communications electronically,

including annual reports and notices

of meetings please register at

www 31 com/invester-relations/shareholder-information

Sign up for 31 news

To be kept up-to-date with 3i s latest

financal news and press releases,

sign up for alerts at

www 31 com/investor-relations/financial-news/email-alerts

www 31 com

Image removed

Image removed

Image removed

Image removed

Image removed




31 Group plc
Registered office
16 Palace Street
London SWIE 5JD
UK

Registered in England No 1142830

Annvestment company as defined
by section 833 of the Companies Act 2006

Designed and preduced by Radley Yeldar www ry com

Printed chgitally by Purepnint Group without the yse of fiillm separations
ptates and associated processing chemicals 99% of all dry waste associated
with this production has been recycled This report 1s printed an Symbal
Freelife Satin an environmentally-friendly stock made with ECF {(Elemental
Chlonne Free) pure cellulose This paper 1s FSC® certified and contains a
mimimumm of 25% selected recycled material

FSC* - Forest Stewardship Council
This ensures that there 15 an audited
chain of custody fram the tree in the -
well-ranaged farest through to the
finished dacument in the printing factory

- LOGO removed

150 14001

A pattern of control for an
environmental management system Logo removed
against which an orgarusation can
be accredited by a thurd party -

CarbonNeutral®

The €O, ermissions associated with
the production and distribution of
our Annual Repert and accounts 2014 Logo removed
have been measured and reduced

to net zerc through verified carbon offset
projects (100% renewable energy projects)




The Alma Mater Fund LP

Annual report and financial statements
for the year to 31 December 2015

Registered number: LP008852

CUMPANIES HOUSE




The Alma Mater Fund LP

Contents

Strategic report
Manager's Report ~
Independent auditors’ report

Statement of comprehensf\fe Income
Statement of changes in Partners' accounts
Statement of financial position

Statement of cash flows

Notes to the financial statements

Confidentiality

These financal statements have been prepared solely for the benefit of investors (“Investors®) = The Alma Mater Fund LP {the Partnership®) anc their contents are pnvate
and confidental save to the extent filed with the Registrar of Companies for England and Wates They are not to be disinbuted other than 10 the Investors nor copied or
ctherwise reproduced cther than for the Investors own use and/or for the purpose of taking extamal adwce (and then only on the basis that recisents keep such financal

statements confidential in accordance with these paragraphs)

These finanaal statements contain information which 1s commencially sensitive and which 1s By its nature confidential to 31 the investors and the \nvestee companies
referred to  The attenbon of the reaprents 1s drawn to the confidenuality provisions contained within the agreements relatng to the Partnerstup  In parbcular investors shall
not, and each Investor shalk use all reasonable endeavours 1o procure that every person connected with or associated with such investor shall not disclose 1o any person firm

LP008852

O 0 ~N b WN

[
- O

of corporation or use to the detnment of the Partnership any of the Investors or any of the investee companies any confidential information contained herein

‘A




»The Alma Mater Fund LP LP008852

Strategic report

31 BIFM Investments Limited, (the “Manager”} presents the strategic report and audited financial statements
for The Alma Mater Fund LP (the “Partnership”) for the year ended 31 December 2015

Results and business review

The Partnership's pnincipal activity was to invest in university student accommaodation projects in the United
Kingdom Investments were made with the express intention of capital appreciation and receipt of income All
investments have now been sold

The main key performance indicators are as follows

2015 2014
£ £
Net Asset Value 291,136 295,636

The results for the year and financial position of the Partnership are as shown in the annexed financial
statements

Future developments

The Partnership’s focus going forward will be to manage future benefits resultant from the previously realised
investments At 31 December 2015, the Partnership had deferred contingent consideration due from UPP
Group Holdings Receipt of this consideration 1s dependent on the UPP project development business
generating a profit

Risk management
Details of the Partnership’s associated nsk policies are found in note 4

Country of incorporation and registered office
The Partnership’s country of incorporation 1s the United Kingdom and the registered office 1s 16 Palace Street,
SW1E 5JD London

Going concern

Following the disposal of the investment in UPP Group Holdings Limited by the Partnership, it is the
Manager's intention to quidate the Partnership within the next 12 months As a result, the financial
statements have been prepared on a basis other than going concern

The Manager approved this report on 6 June 2016

W Middleton, Director
31 BIFM Investments Limited
Manager
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Manager's report
Statement of Manager’s responsibilities

The Manager 1s responsible for preparing the Annual Report and the financial statements in accordance with
applhicable law and regulations

Company law as apphed to qualifying partnershups by the Partnerships (Accounts) Regulations 2008 (the
“Regulations”) requires the members to prepare financial statements for each financial year Under that law
the members have prepared the partnership financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union Under company law as applied to
qualifying partnerships the Manager must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the partnership and of the profit or loss of the partnership
for that period In preparing these financial statements, the Manager 1s required to

» select suitable accounting policies and then apply them consistently,
s make judgements and accounting estimates that are reasonable and prudent,

s state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the
European Union have been followed, subject to any material departures disclosed and explained in
the financial statements,

« prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the partnership and group will continue In business

The Manager is 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 financial position of the
Partnership and enable them to ensure that the financial statements comply with the Companies Act 2006 as
appled to qualifying partnerships by the Regulations It i1s also responsible for safeguarding the assets of the
partnership and hence for taking reasonable steps for the prevention and detection of fraud and other
irregulanties

Having made enquiries where appropnate, the Manager confirms that

» So far as the Manager 1s aware, there 1s no relevant audit information of which the Partnership’s
auditors are unaware, and

+» The Manager has taken all steps that it ought to have taken as Manager in order to make itself aware
of any retevant audit information and to establish that the Partnership’s auditors are aware of that
information

The Manager approved this report on 6 June 2016

P wrts

W Middleton, Girector
3: BIFM Investments Limited
Manager
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Independent auditors’ report to the members of The Alma Mater Fund LP

Report on the financial statements

Our opinion
In our opinian, The Alma Mater Fund LP's financial statements (the “financial statements”)

+ give a true and far view of the state of the qualifying partnership’s affarrs as at 31 December 2015 and
of its operating loss and cash flows for the year then ended,

s have been properly prepared tn accordance with Internattonal Financial Reporting Standards {*IFRSs")
as adopted by the European Union, and

» have been prepared in accordance with the requirements of the Companies Act 2006 as applied to
qualfying partnerships by the Partnerships (Accounts) Regulations 2008

Emphasis of matter - Basis of preparation

In forming our opinion on the financial statements, which s not modified, we have considered the adequacy of
the disclosure made in note 1 to the financial statements concerning the basis of preparation Following the
disposal of the investment in UPP Group Holdings Limited, it 1s the Managers intention to iquidate the
Partnership within the next 12 months Accordingly, the going concern basis of preparation 1s no longer
appropriate and the financial statements have been prepared on a basis other than going concern as
described in note 1 to the financial statements No adjustments were necessary in these financial statements
to reduce assets to therr realisable values, to provide for habilities ansing from the decision or to reclassify
fixed assets and long-term liabilities as current assets and liabiities The costs of liquidation are to be borne
by BAM General Partner Limited, the appointed hquidator

What we have audited

The financial statements, tncluded within the Annual Report and financial statements (the "Annual Report"),
comprise

the statement of financial position as at 31 December 2015,

the statement of comprehensive income for the year then ended,

the statement of cash flows for the year then ended,

the statement of changes in Partners' accounts for the year then ended, and

the notes to the financial statements, which include a summary of significant accounting policies and
other explanatory information

The financial reporting framework that has been applied in the preparation of the financial statements 1s IFRSs
as adopted by the European Union, and applicable law

In applying the financial reporting framework, the manager has made a number of subjective judgements, for
example in respect of signfficant accounting estimates In making such estimates, it has made assumptions
and considered future events




The Alma Mater Fund LP LP008852 '

Independent auditors’ report to the members of The Alma Mater Fund LP
(continued)

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion
we have not received ail the information and explanations we require for our audit, or
adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or
= the financial statements are not in agreement with the accounting records and returns

We have no exceptions to report artsing from this responsibility

Manager’'s remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinton, certain disclesures of
Manager's remuneration specified by law are not made We have no exceptions to report arising from this
responsibility

Responsibilities for the financial statements and the audit

Our responsibilities and those of the Manager

As explained more fully in the Statement of Manager's Responsibiliies set out on page 3, the Manager I1s
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr
view

Our responsibility 1s to audit and express an opinion on the financial statements 1n accordance with applicable
faw and International Standards on Auditing {UK and Ireland) (“ISAs (UK & Ireland)”)} Those standards require
us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinion, has been prepared for and only for the members of the qualifying
partnership as a body in accordance with the Companies Act 2006 as applied to qualifying partnerships by the
Partnerships (Accounts) Regulations 2008 and for no other purpose We do not, in giving this opinion, accept
or assume responsibility for any other purpose or to any other person to whom this report 1s shown or into
whose hands it may come save where expressly agreed by our prior consent in wnting
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Independent auditors’ report to the members of The Alma Mater Fund LP
(continued)

Responsibilities for the financial statements and the audit (continued)

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland) An audit 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 financal statements

We primanily focus our work in these areas by assessing the Manager's judgements against available
evidence, farming our own Judgements, and evaluating the disclosures in the financial statements

We test and examine information, using sampling and other auditing techniques, to the extent we consider
necessary to provide a reasonable basis for us to draw conclusions We obtain audit evidence through testing
the effectiveness of controls, substantive procedures or a combination of both

In addition, we read all the financial and non-financial information in the Annual Report to identify matenal
inconsistencies with the audited financial statements and to identify any information that 1s apparently
materially ncorrect based on, or matenally inconsistent with, the knowledge acquired by us in the course of
performing the audit If we become aware of any apparent matenal misstatements or inconsistencies we
consider the implications for our report

~

Paul Koziarski (Semor Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

6 June 2016




The Alma Mater Fund LP LP008852
Statement of comprehensive income
for the year ended 31 December 2015
2015 2014

Notes £ £
Realised gains over farr value on the disposal of - 217,040
investments
Gross Investment Return - 217,040
Other interest recevable 1,494 498
Operating expenses 2 (5,994) (5,526)
Operating (loss)/profit (4,500) 212,012
(Decrease)/increase in net assets
attributable to Partners from operations (4,500) 212,012

All items in the above statement are derived from continuing operations No operations were acquired or

discontinued 1n the year




The Alma Mater Fund LP LP008852
Statement of changes in Partners' accounts
for the year ended 31 December 2015
Profit and
Capital Loan loss
Contributions accounts account Total
£ £ £ £
Opening balance
at 1 January 2015 975 - 294,661 295,636
Decrease In net assets
attnbutable to Partners from
operations - - {4,500) (4,500)
Closing balance
at 31 December 2015 975 - 290,161 291,136
for the year ended 31 December 2014
Capital Lean Profit and
Contributions accounts loss account Total
£ £ £ £

Opening balance
at 1 January 2014 a75 - 82,649 83,624
Increase 1n net assets
attributable to Partners from
operations - - 212,012 212,012
Closing balance
at 31 December 2014 975 - 294,661 295,636




The Alma Mater Fund LP LP008852

Statement of financial position
As at 31 December 2015

2015 2014
£ £

Assets
Current assets
Cash and cash equivalents 298,696 313,016
Total assets 298,696 313,016
Liabilities
Current liabilities
Other payables {7,560) {17,380)
Net assets attributable to Partners 291,136 295,636
Represented hy:
Capital contnbution accounts 975 975
Profit and loss account 290,161 294 661
Total attnbutable to Partners 291,136 295,636

The notes on pages 11 to 15 form an integral part of these financial statements

The financial statements were approved by the Manager on 6 June 2016

il

W Middietoa-Director
31 BIFM Investments Limited
Manager




The Alma Mater Fund LP

Statement of cash flows
for the year ended 31 December 2015

LP008852

2015 2014
£ £

Cash flows from operating activities
Operating {loss )/profit for the year (4,500) 212,012
Adjusted for
{(Decrease) In payables (9,820) {3,520)
Net cash (outflows)/inflows from operating (14,320) 208,492
activities
Change in cash and cash equivalents (14,320) 208,492
Cash and cash equivalents at the beginning of the 313,016 104,524
year
Cash and cash equivalents at the end of the 298,696 313,016

year

10



The Alma Mater Fund LP LP008852 '

Notes to the financial statements

1. Accounting policies

A Statement of compliance These financial statements have been prepared In accordance with
International Financial Reporting Standards, Internationat Accounting Standards and therr interpretations
issued or adopted by the International Accounting Standards Board as adopted for use in the European Union
(“IFRS") and in accordance and compliance with the Companies Act 2006 to comply with the regulations
applicable to qualfying imited partnerships The financial statements have been prepared under the historical
cost convention, as modified by the revaluation of financial assets and financial hiabilities at fair value through
profit or loss

New standards and interpretations not applied
The IASB has 1ssued the following standards and interpretations to be applied to financial statements with
periods commencing on or after the following dates

Effective for period begmning on or after

IFRS Annual improvements 2012 to 2014 1 January 2016
IAS 7 Disclosure inhative (amendments to IAS 7 - Statement of Cash Flows) 1 January 2017
IFRS 9 Financial instruments 1 January 2018
IFRS 15 Revenue from contracts with customers 1 January 2018
IFRS 16 Leases 1 January 2019

The Manager does not anticipate that the adoption of these standards and interpretations will have a matenal
impact on the financial statements in the period of initial applhication and has decided not to adopt early

B Basis of preparation- The financial statements are presented in Sterling, the functional currency of the
Partnership Following the disposal of the investment in UPP Group Holdings Limited, it 1s the Manager's
intention to liquidate the Partnership within the next 12 months Accordingly, the going concern basis of
preparation ts no longer appropriate and the financial statements have been prepared on a basis other than
going concern No adjustments were necessary In these financral statements to reduce assets to therr
realisable values, to provide for habiities ansing from the decision or to reclassify fixed assets and long-term
habilities as current assets and habiities No additional provisions have been made for the costs of hquidation
as these will be borne by BAM General Partner Limited, the appointed hquidator The comparative financial
information coentinues to be prepared on a going concern basis The principal accounting policies, which have
been appled consistentty throughout the year, are set out below and, where necessary, have been updated to
Include any policies which are now considered significant given the presentation of the financial statements as
at 31 December 2015 on a non-going concern basis

C Significant estimates and judgements- The preparation of financial statements requires management to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses The estimates and associated assumptions are based on
hustorical experience and other factors that are believed to be reasonable under the circumstances, the results
of which form the basis of making the judgements about carrying values of assets and habilities that are not
readily apparent from other sources Actual results may differ from these estimates

The estimates and underlying assumptions are revtewed on an ongoing basis Revisions to accounting
estimates are recognised in the period in which the estimate 1s revised If the revision affects only that period
or in the period of the revision and future periods If the revision affects both current and future periods Al
investments have now been sold 5o the only estimates included in the accounts are accruals made for
operating expenses for the current year

The accounting policies set out below have been apphed consistently to all periods presented In these
financial statements

11
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1. Accounting policies {(continued)

D Foreign currency transactions- Transactions in currencies different from the functional currency of the
Partnership are translated at the exchange rate ruling at the date of the transaction Monetary assets and
habiities denorminated in foreign currencies at the statement of financial position date are translated to
Sterling at the exchange rate ruling at that date Foreign exchange differences ansing on translation are
recognised in the statement of comprehensive iIncome Non-monetary assets and llabilities 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 habilities denominated in foreign currencies that are stated at far value
are translated to Sterling using exchange rates ruling at the date the farr value was determined

E Financial assets and financial habilities at fair value through profit or loss- Investments are
recognised and de-recognised on a date where the purchase or sale of an investment 15 under a contract
whose terms require the delivery or settiement of the nvestment The Partnership manages its investments
with a view to profiting from the receipt of investment income and capital appreciation from changes in the far
value of equity investments

All investments are imibially recognised at the fair value of the consideration given and held at this value until it
15 appropriate to measure farr value on a different basis, applying IPEV valuation guidelines

Unqguoted investments, including both equity and loans are designated at farr value through statement of
comprehensive income and are subsequently carned in the statement of financial position at farr value Farr
value 15 measured In accordance with the International Private Equity and Venture Capital valuation
guidelines (IPEV)

Interest bearing loans accrue interest which Is either settled in cash or capitalised on a regular basis and
included as part of the principal loan balance The capitalisation of accrued interest i1s treated as part of
investment additions during the year If the far value of an investment 1s assessed to be below the prnincipal
value of the loan and accrued interest, the Partnership recognises a provision against any interest income
accrued from the date of the assessment going forward “Capitalisation at ni value” 1s the term used to
describe the capitahsation 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

Farr value 1s the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date The far value of financial assets and
habiles that are not traded in an active market 1s determined using valuation techniques The Partnershup
uses a variety of techniques and makes assumptions that are based on market conditions existing at each
reporting date

F Revenue recognition- Revenue represents the overall increase in net assets from the investments net of
deal related costs but excluding exchange movements Investment income 1s analysed into the following
components

() Realised profits over cost on the disposal of investments are the difference between the farr value of the
consideration received less any directly attributable costs, on the sale of equity and the repayment of loans
and receivables, and its carrying cost, converted into Sterling using the exchange rates in force at the date of
disposal

(n) Unreahsed profits on the revaluation of investments are the movement in carrying value of investments

between the start and end of the accounting period converted into Sterling using the exchange rates in force
at the revaluation date

12
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1. Accounting policies {(continued)
F Revenue recognition (continued)

(m) Portfolio income 1s that portion of income that 1s directly related to the return from individual investments
It 1s recogrused to the extent that it 1s probable that there will be economic benefit and that the income can be
reliably measured income from loans and other recevables 1s recognised as it accrues by reference fo the
princtpal outstanding and the effective interest rate applicable Dividends from equity investments are
recognised on receipt basis

G Operating expenses- All reasonable costs incurred with the management of the Partnership are charged
to the statement of comprehensive income in accordance with the agreement between the Partners on an
accruals basis

H General Partners' priority profit share The General Partner 1s entitled to receive a prionty profit share, as
a first charge on amounts available for allocation among Partners as determined by the Limited Partnership
Agreement The prionty profit share is treated as an expense in the statement of comprehensive income and
recognised on an accruals basis

| Financial instruments- Financial instruments are made up of other payables, other recevables and cash
and cash equivalents The Manager considers that the farr value of other payables and other receivables
approximate their carrying value The Manager does not belteve that the Partnership 1s exposed to significant
credit nisk, hquichty nisk, currency risk or interest rate nisk on financial instruments and has not taken any
specific actions to mitigate these financial nsks There are no other financral Instruments

J Cash and cash equivalents Cash and cash equivalents in the statement of financial position comprise
cash at bank and in hand and short-term deposits with an original maturity of three months or less  For the
purposes of the statement of cash flows, cash and cash equivalents comprise cash and short term deposits
as defined above

K Distributions- Distributions are paid to Limited Partners per the provisions defined under terms of Limited
Partnership Agreements of the Partnership

L Capital contributions and loans accounts- Limited Partners have subscribed to the Partnership in
commitments which are made up of capital contributions and loan commitments

M Other payables- Liabilities, other than those specifically accounted for under a separate policy, are stated

based on the amounts which the Manager considers fo be payable in respect of goods or services recewved
up to the statement of financial position date

13
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2. Operating expenses

Fees payable to the auditors and ther associates for the year were £4,300 (2014 £4,100) for the audit of the
financial statements and £2,000 (2014 £6,000) for taxation compliance services

3. Financial Instruments and associated risks

The Partnershup’s investments are subject to market nsk (including currency and interest rate nsk), credit nsk
and hquidity nsk

Market risk

Market nisk 1s the potential for changes in value due to the change in the value of underlying financial
instruments Currency risk 1s the potential for changes in value due to changes in foreign exchange rates

The Manager believes that there 1s no significant market risk as the Partnership does not hold fixed or floating
rate loans or labilities, foreign currency assets or liabilities, or nvestments which are exposed te market
fluctuations

Credit risk

Credit risk 1s the potential that an issuer, counterparty or an underlying investment third party will be unable to
meet commitments that it has entered into with the Partnership and/or the commitments with undertying
mvestments of the Partnership

The maximum exposure to credit risk, in the event that counterparties fail to perform their obligations as at
period end, is the carrying amount of assets as indicated in the Statement of Financial Posiion The Manager
believes that there 1s no significant credit risk as the only asset 1s cash held at a single A- credit rated bank
Liquidity risk

Liguidity nsk 1s the nsk the Partnership may not be able to generate suffictent resources to settie its
obligations in full as they fall due or can do so on terms that are matenally disadvantageous

The Manager believes that there 1s no significant hiquidity nisk as the Partnership holds sufficient cash on
deposit to cover its current and future operating expenses

5. Taxation

No provision for taxation has been made as the Partnership has no hability to taxation Any taxation arising on
the income and gains of the Partnership 1s payable by the individual Partners

14
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6. Related Parties

The Partnership has no key management personnel and did not enter into transactions with related parties
during the year

7. Controlling party

The Partnership has no ultimate controlling party 31 Group plc ts the ultimate parent undertaking and
controlling party of the Manager and the General Partner of the Partnership Copies of the 31 Group plc
financial statements are available from 16 Palace Street, London, SW1E 5JD

8. Deferred contingent consideration

As at 31 December 2015, the Partnership had a deferred contingent consideration due from UPP Group
Holdings Limited Receipt of this consideration i1s dependent on the UPP project development business
generating a profit

L

15




