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For definitions of our financial terms,
used throughout this report, please see
our glossary on pages 162 and 144.

Consistent with our approach since the introduction of IFRS 10 in 2014, the financial data presented
in the Overview and Strategic report is taken from the Investment basis financial staterments

The Investment basis (which is unaudited) 15 an alternative performance measure ("APM"} and

is described on page 38 and the differences from, and the reconciliation to, the IFRS Audited
financial statements are detailed on pages 39 to 42.

Disclaimer
The Annual report and accounts have been prepared solely ta provide information to shareholders
They should not be relied on by any other party or for any ather purpose.

The Strategic report on pages 3 to 57, the Directors' report on pages 58 to 76 and 95 to 99, and the Birectors’
remuneration report on pages 77 to 94 have been drawn up and presented in accordance with and in reliance
upan English cormpany law and the liabilities of the Directors in connection with those reports shall be subject
to the limitations and restrictions provided by that law.

This Annual report may contain statements about the future, mcluding certain statements about the future
outlook for 3i Group ple and 1ts subsidiaries ("3"). These are not guarantees of future performance and will
not be updated Although we beheve our expectations are based on reasonable assumptions, any statements
about the future outlock may be influenced by factors that could cause actual outcomes and results to be
materially different




Introduction

Starting with capital of £15 million in 1945,
3i today is a leading international investor
and manager focusing on private equity

MBAIBAQ)

and infrastructure.

Our permanent capital is a distinct,
competitive advantage. We use it to
invest in opportunities where our active
management approach, combined with
our strong balance sheet, can create

material value.

What we do

3 is an investment company with two

complementary businesses, Private Equity

and Infrastructure, specialising in core
investrment markets in northern Europe
and North America.

8 For more
information

Business model and strategy

We have a diverse investrment portfolic
and disciplined investment processes.
This, together with our clear and
consistent strategy, underpins our
competitive advantage.

Grow investment
portfolio earnings

Realise investments with
good cash-to-cash returms

Maintain an operating
cash profit

Use our strong
balance sheet
Ingrease sharehoider
distributions

1 For more
infarmation
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F;eem::fo rmance
highlights

for the year to 31 March 2017

67

Total return on equity
(2016: 22%)

26.5p

Full year dividend
per share
(2016: 22p)

£982m

Private Equity
realisation proceeds
(2016: £743m)

£59m

Infrastructure operating
cash income
(2016: £49m)

termed APMs, Furthar details on APMs are ncluded on page 43.

n

604

NAV per share
(31 March 2016: 463p)
.

£33m

Operating
cash profit
(2016% £37m)

£4/8m

Private Equity
cash invested
(2016: £365m)

£4/79m

Advised 3i Infrastructure pic
on six new investments
{2016, £193m and four investments)

Certain financiat measures used 1r our Annual Repaort, such as operating cash profit, are not defined under IFRS and ara therefore

Tre sale of sur Debyt Management business completed on 3 March 2017 The total return from the Debt Maragerment business sold

to Investcorp has been class fred as discontinued aperations and the pnor perod results have been re-presented,

w

Onperating cash profit has been redefined in the yaar and the prior year comparative restated. The ratianale for the change together

with the calculation is explained on page 31 Operating cash profit inciudes the esult of Debt Management

02 3i Group Annual report and accounts 2017



Chairman’s
statement

1 Our clear strategy and focus on
investment discipline and effective asset
management delivered strong returns

in FY2017. ,,

Image removed

The Group delivered another robust
performance in FY2017. The sale of Debt
Management, completed in March 2017,
has simplified and focused the Group
on its two principal businesses, both

of which performed well. Private Equity
delivered very strong returns, driven

by significant portfolio earmings growth.
Infrastructure continues ta execute its
updated strategy effectively, generating
good returns with a strong pipeline of
new business.

Market environment

FY2017 was dominated by unexpected
political events, including the UK's decision
to leave the EU and the result of the US
presidential election. These events created
volatile conditions, but with supportive
debt markets and high volumes of

capital still seeking attractive investment
opportunities in both Private Equity

and Infrastructure, the market environment
remains intensely competitive. Under these
conditions, our permanent capital base,
strong balance sheet and long-established
business networks in our target sectors
and geographies represent a distinct
competitive advantage. They enable the
Group to be agile and opportunistic while
remaining focused on investment discipline
and effective asset management.

Performance and dividend

The Group's total return increased by
93% to £1,592 million (2014 £824 million).
Net asset value increased to 604 pence
per share (31 March 2016: 463 pence) and
our return on opening shareholders’ funds
was 36% (2016: 22%). A strong market

for realisations meant that we were, as
anticipated, net divestors during FY2017.
We repaid our €331 million bond in March
2017 and ended the year with a net cash
balance of f419 million and liquidity of
£1,323 million (31 March 2016: net cash of
£165 million and liquidity of £1,352 millicn).

In recognition of the strong level of cash
realisations (including the proceeds
from the sale of our Deot Management
business) and taking inta account the
strength of the investment pipeline, the
Board has recommended a final dividend
of 18.5 pence per share {2016: 16 pence
per share) for FY2017. This is made up
of the balance of the base dividend

(8 perce per share, after the 8 pence
interim dividend paid in January 2017)
and an additional final dividend of 10.5
pence per share. The total dividend for
the year of 26.5 pence per share reflects
the Board's continuing confidence in
the Group's future prospects and cash
generation capability.

Board changes

I am pleased to welcome Stephen Daintith,
Chief Financial Officer of Rolls-Royce
Holdings, who joined the Board on

1 October 2016. Stephen brings financial,
operating and international experience
across a range of relevant sectors,
including consumer and digital, and has
already made a strong contribution to the
Board and its committees.

Martine Verluyten has decided not to

seek re-election at the Annual General
Meeting on 29 June 2017. | would like to
thank Martine for her valuable contribution
since 2012 during a period of significant
transformation for the Group.

Qutlock

We enter FY2018 with a capable and
experienced team of investors, a strong
balance sheet, a high performing
portfolioc of assets, a good pipeline

of new investment opportunities and
a broadened platform in Infrastructure
with good growth prospects. | am
confident that the Group will remain
opportunistic but disciplined as we
navigate what promises to be another
year of significant uncertainty.

Signature removed

Simon Thompson
Chairman
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Qverview

Chief Executive's

review

£E A 2017 was another important year

for 3i. Our Private Equity and Infrastructure
businesses performed well and we simplified
the Group by selling our Debt Management
platform. Our efforts over the last few years
in reshaping the portfolio mean we are now
‘able to focus on active asset management

and origination. ,,

Image remaved

We continued tc make very strong
progress at 3iin FY2017. Our financial
results were excellent and underpinned
by strang fundamentals.

Our Private Equity investment portfolio
has undergone a major transformation
aver the last five years as we have sold
many of the weaker, legacy assets and
made new investments in good quality
companies at attractive prices,

Qur Infrastructure team has also been
busy and assembled a sizeable economic
infrastructure portfolio for 3i Infrastructure
plc ("3iN"), as well as pursuing a number
of new initiatives to broaden our
investment capaksility.

We sold gur Debt Management business
for £270 million during the year, as we were
not confident that this business would
meet our return requirements and justify
its relative complexity in a more onerous
regulatory environment in the future.

04 3i Group Annual report and accounts 2017

A measure of the success of these changes
can be seen in this year's financial results;

3i generated a total return on shareholders’

funds of £1,592 million, or 36% (2016: £824
million, or 22%j, ending the year with a
NAY per share of 604 pence (31 March
2014: 463 pence). Qur results include the
benefit of currency movements; 71% of
the Group's assets are denominated in
euros or US dollars and we generated a
£297 million gain (2016: £143 million gain)
from the weakness of sterling in the year.
Cash realisations, including the proceeds
from the sale of Debt Management, were
strong at £1,308 million and we saw a good
step forward in cash investment to £638
million. We finished the year with net cash
of £419 million (3t March 2014 £165 million)
and have announced a further good liftin
the pay out to shareholders.

A high quality Private Equity
investment portfolio

Qur plan with new Private Equity
investments is simple, but the execution
is not and requires diligence, discipline
and good judgement. We airm to double
the earnings of new investments under
our ownership through operational
improvements, international growth and
careful M&A strategies. This year, 93%
of our portfolio companies by value grew
their earnings (2016: 84%;.

Action was the strongest performer

again; 1t is a very special company and a
low price, consumer champian. As a fast
growth, disruptive retailer, Action has been
transformed by the successful execution

of its international expansion strategy.
Store openings increased from 52in 2012
to 197 in 2016 and Action now has more
than 850 stores and annual sales in excess
of €2.6 billion. The compound annual
grewth rates for sales and EBITDA since
2012 exceed 30%, like for like growth rates
are 6%—~7% per annum and cash flow is
strong. This sector-leading performance
under our ownership has already resulted
in cash distributions to 3i equivalent to
49% our original investment.

There is still plenty of runway for expansion
at Action and potential for further rapid
value growth for 3i. Action has been
welcomed in each country it has opened
in and its stare opening programme
now covers six countries and more new
stores are planned in 2017 over 2016.
Action is also set to open its fourth

and fifth distribution centres in 2017
Such material growth requires strong
operational capability and Action, with
support from 3i, is focused on managing
the risks associated with this rapid
growth by enhancing its teams and other
resqurcas i Jogisrics, direct sourcing,

IT and inventory control to meet the
increasing demands of the business.

But 3iis not just about Action. The
portfolic we have constructed in recent
years, our 2313-16 vintage, produced a
gross investment return of 29% in FY2017,
and s already a top quartile performer,
valued on a multiple of 1.7x {31 March
2016: 1.5x).




The performance of Scandlines has
accelerated since our further investment
in 2013, We expect further defays to the
competing Radby Puttgarten tunnel
project, while the business continues to
generate good levels of cash flow and
earnings growth.

A fundamental part of our investment
strategy s to facilitate the international
expansion of our portfolic companies.
Since our investment in 2013, ATESTEQ,
the world's leading drivetrain testing
services provider to the automotive
industry, has increased the utilisation

of its testing facilities in Germany and
expanded its Chinese foatprint. As a result,
its Chinese capacity has doubled and
sales have increased by more than 100%.
The outlook looks promising, with further
expansion in China and North America

in progress.

Aspen Pumps, Audley Travel, Basic-Fit,

Q Holding and Euro-Dieset also performed
well, with strong, erganic earnings growth.
However, it is inevitable that there will

be same challenges in any broad-based
Private Equity portfolio and our high

street retailer, Christ, suffered from
declining footfall.

As mentioned earlier, we have refocused
our model and have largely exited the
older and often minority investments that
we invested in before the strategic review
in 2012. Many of these assets have required
a great deal of asset management. Scme,
but not all, have been a significant drag on
the value growth of our portfolio over the
last few years.

In August 2016, we became aware

of accounting irregularities at Agent
Provocateur which had concealed its true
financial position and lack of liquidity.
We wrote down the investment to nil

and the business was subsequently sofd
through an administration process, with
the proceeds being insufficient to return
any value to 3i, resulting in a total write-
dawn in the year of £4% million.

In total, our Private Equity realisation
activity produced approximately

£1 billion of cash proceeds this

year (2016: £718 million) at good

return muiltiples and we now own

a teaner, higher-performing portfolio
of 37 assets and three quoted stakes
(2014: 47 assets and five quoted stakes).

Qur permanent capital is a distinct
competitive advantage. It ensures we
can be flexible and opportunistic and it is
a fundamental aspect of our differentiated
strateqy. it enables us to hold assets for
lenger periods if we believe that there

is potential for additional value creation.
This is particularly impeortant in an
economic environment where there are
limited opportunities for attractive new
investment at sensible prices.

\We are well established in continental
Europe and were the first private equity
firm to set up a number of offices across
Europe. Our brand and local investment
teams are held in high regard in these
markets and we enjoy gocd visibility
over the deal flow in our chosen sectors.
As the requirements of managing the
older assets have diminished, we have
been able to source and complete mere
new investment opportunities.

We completed new investments in
BoConcept, Schiemmer and Ponray
Santé together with a further investment
in Q Holding to support its acquisition of
Degania in FY2017. A German investment,
Lampenweit, and a Dutch investment,
Hans Anders, were announced i March
2017 and Agril 2017 respectively and
should complete by the end of June 2017.
We also announced an investment in
Formel D in May 2017.

A year of exceptional
investment activity
in Infrastructure

Qur Infrastructure business has
achieved good growth since 3IN's
change of strategy and update to its
return target, announced in May 2015.
Although the infrastructure market is
very competitive, particularly for larger
economic infrastructure assets, 3iN's
revised investment strategy enabled the
business to compete with confidence for
assets that fitted its current mid-market
remit. We advised 3iN on £479 million

of new investments in total in the year
and have recruited selectively to ensure
that we have the strength and depth to
manage the investrment portfolio, as well
as boost origination.

To support this expansion, we maintained
our 34% share of 3iN in its June 2016
capital raise, the proceeds of which have
since been fully invested. The 3iN shares
have performed strongly, generating
atotal shareholder return of 16% in the
year (2016: 13%).

3i Group Annual report and accounts 2017 05
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Overview

Chief Executive's

review

continued

Over the last year, we have been working
on a number of new fund platforms, one

in North America and twe in Europe, to
broaden our capabilities and deal flow and
complement our mandate as investment
adviser to 3iN.

In Europe, we announced the launch of

a new £700 million fund, managed by 3i,
to purchase a portfolic of assets from the
EISER Global Infrastructure fund. Post year
end, 3iinvested £35 million in this fund,
alongside two pension fund investors.
Qur infrastructure business manages two
funds dedicated to operaticnal PPP and
renewables projects, one of which was
coming to the end of its investment life.
In April 2017, we seeded a new fund with
substantially all of its remaining assets.

3i has committed up 1o €40 million to
this fund alongside a group of external
investors and we expect a final close
later on in the year. We launched our
North American Infrastructure business
in March 2017 as a natural and key
strategic extension of 3i's established
Eurcpean platform.

04 3i Group Annual report and accounts 2017

Continuing to focus

on driving performance
Following our successful disposal of Debt
Management we have a more streamlined
investment capability, focused on Private
Equity and Infrastructure, and built on
our proprietary capital foundation, with

a growing fund management capability
in Infrastructure. The broader macro-
economic back-drop has improved over
the last year and we see generally decent
GDP growth ahead in our main markets
of northern Europe and North America.

However, the market for new investment
remains challenging. High asset valuations,
together with intense competition from
corporate buyers and other private

equity investors, mean that maintaining
our selective and disciplined approach is
essential in order to continue to generate
attractive returns.

Outlook

3iis now performing as it should, with
careful investment and active asset
management generating very strong
returns. The broader environment
remains volatile and challenging but we
remain confident in our ability to deliver
continued, good growth for shareholders.
We have strong investrment capabilities in
both our divisions and our well-established
international network, together with

aur proprietarial approach, give us real
competitive advantage.

We will avoid complacency and maintain
our disciplined approach to investment
and the costs of our platform, as well

as maintaining our focus on the mid
market where we see the most attractive
opportunities. This approach should
underpin high returns for shareholders,
together with healthy cash dividends.

| would like to thank the 3i team far their
hard wark and contribution to what has
been an excellent year for the Group.
3iis now a much mare balanced and
resilient business, with a clear strategy
and a well-funded balance sheet.

Signature removed

Simon Borrows
Chief Executive



Action

Image removed

£106m

Invested in September 2011
- |

£1,708m

Value at March 2017

Net sales (Em)

Graph removed

Action is Europe's fastest growing
non-food retailer with more than 890
stores in six countries. it offers over
6,000 different items, with more than
150 new products a week and its
range includes an increasing numkbker
of A-brands and own-lakel products.

Action offers its customers more than
they expect, for less than they imagine.
The combination of a wide ana ever-
changing range of products at the towest
possible prices, as well as friendly and
motivated staff, is what makes Action

a unigue retail formula. More than half

of the people that shop at Action arrive
home with more praoducts than they
initially planned to buy.

Action's model is successful because

it is simple. There is a single formula for
all of its stores, regardless of ocation.

Its product range consists of 13
categories, with products sourced from
over 400 suppliers, offered at low prices
due to Action’s scale and highly efficient
supply chain. It buys in large volumes and
stocks its stores daily from its distribution
centres in the Netherlands and France.

For Action, 2016 was a record breaking
year. It opened its third distribution
centre, its 100th store in Germany and its
200th store in France. In total, 197 stores
were opened in 2016 and another 4,000
people were employed in six countries,
taking the total headcount to 35,000.

In 2012, Action employed 11,500 people.

The charts below demonstrate that
Action is an outstanding company. It is
well positioned in the growing non-food
discount market with superior earnings
and cash conversion capability relative
o its peers.

For more information, visit
www.action.nl

EBITDA (Em)

Sales CAGR

EBITDA CAGR

32%

Graph removed

33%
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Overview

Our business
at a glance

3i is an investment company focused on Private Equity and Infrastructure,
investing primarily in northern Europe and North America.

Private Equity Infrastructure
Graph removed
£2.9bn
£4,831m == £706m
Management
I
Proprietary capital value £6.9bn Proprietary capital value
Activity Activity

* Investment and asset management
to generate capital returns

« Investing in companies typically with an
Enterprise Value of €100m—€500m at
acquisition in our core investment markets
of northern Europe and North America

= Focused on three sectors: Consumer, industrial
and Business and Technology Services

» Portfolio of 37 ungquated assets and
three quoted stakes

']6 Read maore about
Private Equity

investment profile - AUM’

Breakdown
by geography

Breakdown
by sector

Graph removed Graph remaved

* Investment and asset management to generate
capital returns and cash income

« Investment Adviser to 3iN

» Investing in economic infrastructure and
greenfield projects in developed econamies,
principally in Europe

« Increasing fund management capability with
the launch of two new managed funds in Europe
and a new North America Infrastructure platform

25 Read more about
Infrastructure

R __
investment profile - AUM’
Breakdcwn Breakdown

by investment vehicle by geography

Graph removed Graph removed

Northern Europe

Consumer
North America Industrial
UK Business and Technolagy Services
Other Other

3 Infrastructure plc Europe
India fund India
Parthership funds

1 Qur definition of AUM was refined in the year Further details are included ir *he Glassary on page 162
We: alsa hold £128 mrillion of retaned Debt Management investments not sold to Investcorp and these are classifred as "QOther” within our Annual regoert ard accounts

These nvastments are nat icluded i the charts abave

08 3i Group Annual report and accounts 2017



Business activity

Selected highlights in FY2017

Ponroy Santé
New investment

£122m

{January 2017)

Logo removed

Schlemmer
New investment

£155m

{August 2016)

Logo removed

Basic-Fit
Proceeds from PO

£82m

(June 2016)

Logo removed

Image removed

Image removed

Action
Proceeds from refinancing

£18/m

{December 2016)

Logo removed

Image removed

TCR

Advised 3iN on its investment

£151Tm

{July 2016)

3iN
Participation in capital raise

£131Tm

(June 2016)

3i Group Annual report and accounts 2017 09

MBIAIBAD

Aynbg eyeang

BJHIJ“J)E!J‘U[

Aypqueuodsas sjeiodion
PHUE ySiY ‘MajAdL [edURUY

BIURLIBAGE
aesodion

SjuSLa}EYS
|e1ueuy paypny

UOIIELLLIGH JB410
pue ojoyiiog



Overview

How we
create value

Our business model

Our expertise and proprietary
capital differentiate our investment
proposition and underpin our
capability to deliver growth

and returns to shareholders.

1 Qur strategic
objectives

We re-invest a
proportion of
our returns to
finance the

business

Key resources

Expert people

Qur asset management capability

is built on the strength of our people.
Qur investment professionals have
deep knowledge in their core markets
and sectors.

We are committed to offering

our people the best training and
development opportunities to ensure
that they operate at the highest level.

Network

Essential to support our businesses,

we have a well-developed international
network of advisers and business
leaders across our chosen markets.
Together they assist us to identify and
access opportunities and carry out due
diligence, as well as being an invaluable
resource to our portfolio companies.

Strong balance sheet

Our strong balance sheet allows us the
flexibitity and speed to invest in Private
Equity and Infrastructure opportunities.

Reputation

As an investment company, established
for over 70 years, listed on the London
Stock Exchange and a member of the
FTSE 100, we have developed a strong
brand and reputation.

Invest in
opportunities
in line with our
risk appetite

10  3i Group Annual report and accounts 2017




What we do

Private Equity Infrastructure
Disciplined approach

Our institutional investment platform ensures a consistent approach
to making investment and divestment decisions

AV

Active management

Qur robust portfolio monitoring enakles us to pursue opportunities
for growth as well as to identify issues promptly

v/

Graph removed

Capable of generating mid to high teens returns through the cycle

Read more about

16 Read maore about 2
Private Equity Infrastructure

Value created

Total Return

£1,592m
36%

Dividend

26.5p

Cash realisations

£1,308m

Generate returns
for our
shareholders

§

3i Group Annual report ang accounts 2017 11
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Overview

Our strategic
objectives

We focus on opportunities
where our sector and market
expertise, combined with
our strong capital position,
can create material value

for our stakeholders.

12 3i Group Annual report and accounts 2017
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Grow investment
portfolio earnings

Realise investments with
good cash-to-cash returns

Maintain an operating
cash profit

Use our strong
balance sheet

Increase shareholder
distributions




MBIAIBAL)

FY2017 progress FY2018 outlook
Percentage of Private » Action's pace of growth is expected to 16 £ forther information see g
Equity portfolic continue, with further expansion planned g
companies’ {by value) that in France and Germany g
grew earnings in FY2017 s Positive outlook for the portfolio invested
937 in since the strategic review in 2012
o » Macro-economic pressures expected to continue,
P P
particularly in the high street retail sector 5
* Portfolio to contain fewer problem legacy assets 2
=
g
Private Equity * Expect reatisations to be at least £750 million, 16 Forfurther information see s
. - U section
proceeds subject to market conditions R
£982m
93
EH
@ s
i
a2
[
=
Operating cash profit? * New Infrastructure initiatives expected to 3() Forfurther mformation. <3
including Debt generate cash income that will partially offset o0
Management the loss of Debt Management income §§
e Continue to focus on generating income where g 2
3 l N appropriate from the Private Equity portfolio ®
* Cost discipline to be maintained
8§f
F5
£47 * Plan to invest up to £750 million p.a. in 3 For further information H
. . review 3 o
| | I four to seven Private Equity investments, &3
invested in Private Equity whilst maintaining discipline on entry prices 2
* Manage 3iN’s new investments actively and
£1 31 m source further investment opportunities
invested in Infrastructure * Support Infrastructure’s new fund management a7
initiatives in Europe and North America ]
iad
Dividend * Committed to pay a base dividend of 16 pence ()3 Forfurner information see g
per share in respect of FY2018
26 Sp « The amount of the additional dividend will be

subject to the level of investment, realisations
and balance sheet strength

1 Includes 22 comparmes valued on an earnings basis, Basic-Fiz ara Scardlnes
2 Ooeranng cash profit s an APM [urther details are included on psge 31

3i Group Annual report and accounts 2017 13



Overview

Key performance
indicators

KPI Link to strategic objectives
Grow investment

Gross The performance of the portfalic earnings

investment proprietary invastment

return (“GIR")
as % of opening
portfolio value

portfolio expressed as a
percentage of the opening
portfolio value.

Graph removed

Realise investments with
good cash-to-cash returns

Cash
realisations’
fm

Cash realisations
Proceeds from the sale

Cash proceeds from our
investments support our
returns to shareholders, as
well as our ability to invest
in new opportunities.

Graph removed

Realise investments with
good cash-to-cash returns

Increase shareholder
distributions

of Delot Management
- - Grow investment
Cash Identifying new opportunities @ portfolic earnings
investment' in which to invest proprietary
capital is the primary driver Use our strong
fm apl P ary balance sheet

of the Group's akility to
deliver attractive returns.
We also invest further capital
in existing investments.

Graph removed

Increase shareholder
distributions

Operating cash
profit/(loss)?
fm

By covering the cash
operating cost of running
our business with cash
income, we reduce the
potential dilution of
capital returns.

Graph removed

Maintain an aperating
cash profit

Increase shareholder
distributions

Net Asset
Value ("NAV™)
per share
pence

The measure of the fair
value per share of our
proprietary investments
after the net cost of
cperating the business.

Graph removed

Grow investment
portfolic earnings

Realise investments with
good cash-to-cash returns

Maintain an aperating
cash profit

Total
shareholder
return ("TSR")
%

Dividends
Share price

The return to our
shareholders through the
movement in the share
price and dividends paid
during the year.

Graph removed

Increase sharshoider
distributions

1 A rnumber of cur KPls are calculated using finanaial :nformation which 1s mot aefined under IFRS and therefore they are classified as APMs
Further details an these APMs are incudad in our Financial review on page 43
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FY2017 progress

Key risks

Another year of strong performance with a GIR in Private Equity of

£1,624 million or 43% and a Group GIR of £1,755 million or 40%

Action performed strongly, opening 197 new stores in calendar year 2016

and continuing to show growth in like-for-like sales

2013-16 vintage investments, such as ATESTEO, Audiey Travel and

Aspen Pumps delivered a GIR of 29%

3iN delivered a TSR of 16% and Infrastructure generated £59 million

of cash income to the Group

Matenal devaluation of sterling resulted in a gain on translation of £269 million

Investment rates or quality of new investments are lower

than expected

Subdued M&A activity and/or reduced prices in 3i's core sectors
could impact timing of exits and cash returns

Operational underperformance in the portfolio companies impacts
earnings growth and exit plans

Sterling materially strengthens against the euro and US dollar;

at 31 March 2017, 71% of the portfolio was denominated in euros

or US dollars

Private Equity generated proceeds of £982 million from the disposal

of nine companies, the refinancing of two assets and the full realisation
of three guated stakes

We sold our Debt Management business ta Investcorp for cash proceeds
of £270 million

Subdued M&A activity In our core sectors reduces investor appetite
for our assets

Macro-economic uncertainty limits investor appetite for the

Private Equity asset class

Debt markets become less supportive of leveraged buyouts

Invested £478 million (2016. £365 million) in three new Private Equity investments
and in 2 further investment in Q Holding to support its acquisition of Degama
Supported 3iN's capital raise in June 2016, investing £131 million (2016. nil) to
maintain our 34% stake

Competition from other private equity investors, as well as trade and
other strategic buyers, could make 1t mere challenging to saurce
invastments at prices that will meet our return targets

Failure to attract, invest in and retain the nght investmeant executives
impacts our ability to originate and manage assets

Fallure to maintain and develop our network of advisers and business
leaders reduces the quality of potential deal flow

»

Continued to benefit from Debt Management’s cash income in the

first half of the year

COperating cash profit from Private Equity, Infrastructure and the retained
Debt Management investments was £5 million

Measure redefined in FY2017 to be cash income less cash expenses
{oreviously it was defined as cash income less accrued expenses)

» Portfolio performance, and therefore portfolio income is weak
* Reduced ability to generate interest and dividend income in a

private equity structure

= [nvestor appetite in a volatile macro-economic environment

New Infrastructure initiatives do not generate sufficient fee income
Unplanned increase in the cost base; for example legal, compliance
or regulatory costs

& 30% increase in NAV per share to 604 pence (31 March 2014, 463 pence)

Excellent GIR from Private Equity
Performance is strong with or without the benefit of foreign
exchange movemenits

» Ongoing geo-pohtical uncertainty further dampens investor sentiment

Implications of the UK's decision to leave the EU and further negative
implications of the US presidential election

Wider G20 political and economic uncertainty impacts 3i's portfolic
compames and valuations

TSR of 71% as share price increased by 64% in the year, tegether with the

final F¥2014 dividend of 140 pance and interim FY2017 dividend of 8.0 pence
Net divestment, strong balance sheet and closing net cash support a full year
dwidend of 26,5 pence

Lower NAV due to investment underperformance or palitical
and econamic uncertainty
Investor appetite in a volatle macro-economic environment

2 Ooerating cash profit has been redefinad in the year and the FY2016 comparative restated The rationale for Lhe change together with the revised calculation s explained on page 43

The balances include the coniribunon of the Debt Management business sold to Investcorp
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Private Equity

Top ten investments'

(1) Action (2) Scandlines
Image remaved Image removed
(3) Q Holding (4) Weener Plastic (5) Audley Travel
Irmage removed Image removed Image removed
(6) Basic-Fit (9) BoConcept 17
(7) ATESTEO Ponroy Santé 19

Schilemmer 18

1 This does not incluge ane nvestment tnat has been excluded for commercial reasons
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Investments in the year

BoConcept

£132m

invested

Established in 1952, BoConcept has
evolved into a leading developar

of interior design and furniture
concepts and built a strong following.
Itis now present in more than

60 markets through a netwark

of ¢.250 brand stores.

BoConcept is a successful international
brand with a proven track record and
customer appeal worldwide, and active
in an attractive segment of the market.
We are supporting management in
continuing the successful internationat
store roll-out by leveraging the strength
of the store concept and product
collection. In addition, we will suppaort
the company in accelerating its efforts
to build a multi-channel presence,

as well as expanding its fast-growing
B2B business.

Far more infarmation, visit
www.boconcept.com

Image removed
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Private Equity

Investments in the year

continued

Schlemmer

£155m

invested

Schlemmer is a global leader in

cable management solutions far the
automotive industry. Founded in 1954
and headquartered near Munich,
Germany, Schlemmer develops and
produces cable protection, as well

as air and fluid handling systems,

for autometive and commercial
applications. It offers a well-diversified
product portfolio, operates a global
manufacturing network of 26 plants in
21 countries and employs 2,200 people.

As well as benefiting from the expected
future growth of the automotive
industry, the cable management sector
is well positioned to take advantage

of megatrends such as connectivity,
e-mability, and autonomous driving
and safety, which are shaping the

car industry. We will work with the
Schlemmer team to build on the
company’s strength in Europe and Asia, Image removed
and further grow its global footprint
by strengthening its presence in the
US market,

Far more information, visit
www.schlemmer.com

18 3i Group Annual report and accounts 2017




Image removed

Ponroy Santé

£122m

invested

Ponroy Santé Group (“"Ponroy

Santé") was founded in 1975 and

is headquartered in Boufferé, near
Nantes, France. It manufactures a
wide range of natural healthcare and
cosmetics products ranging from
functienal and natural food supplements
{for stress control, energy and memory
boosters, sleeping aids etc) to natural
cosmetics and hygiene products for
adults and babies. It owns several
well-known brands, including Biclare,
Yves Ponray, Vitarmonyl, Manhaé,
Lécitone, Force G, Ultrabiotigue

and Naturé Moi.

As well as benefiting from the
expected organic growth coming from
global trends in natural healthcare

and well-being, Ponroy Santé is well
positioned to participate actively in

the consolidation taking place in this
highly fragmented market. We will

work with Ponroy Santé’s management
team to build on the company’s
strength in Europe to expand its
international footprint, especially in
Asia. Additionally, we will identify and
analyse external growth opportunities
using our global netwerk and strong
experience in buy and build strategies.
Lastly, we will support the management
teamn in implementing a coherent digital
strategy for its different brands.

For more information, visit
WWW.pOnroy.com
www.vitarmonyl.com
www.biolane.fr
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Private Equity

Business review

Private Equity performed very strongly in
FY2017. Although it was a year of political
change, with financial markets subject to
periods of significant volatility, our portfalio
generated excellent returns with a GIR

of £1,624 million or 43% on the opening
portfolio (2016: £1,011 million, 32%).

We recognised value growth in excess

of £1.25 billion, with strong performance
from assets such as Action and Scandlines,
together with very good progress from
investments rade in the more recent
2013-2016 vintage. With over 81% of

the portfolio denominated in euros or

US dollars, the sharp fall in sterling that
followed the UK's decision to leave the EU
resulted in a translation gain of £248 million
(2016: £148 million}.

Table 1: Private Equity cash investment in the year to 31 March 2017

Investment activity
We completed three new investments in the year and made
2 material further investmeant.

In July 2015, we invested DKK1,144 million (£132 million) in
BoConcept, an urban living brand headquartered in Denmark.

.This was a public-to-private transaction where the majority

of the shares were owned by the founding family. In August 2016,
we invested €182 million (£155 million) in Schlemmer, a global
leader in cable management solutions for the automotive
industry, headquartered in Germany. [n January 2017, we
completed our €141 million (£122 million) investment in Ponroy
Santg, a manufacturer of natural healthcare and cosmetics
products. All three companies have strong market positions and
3i will use its experience to help therm expand internationally,
maximise market opportunities and drive operational efficiencies.

Ar impartant component of enhancing the strategic value

of our investments is our ability to enable transformative M&A
in our portfolio companies. In December 2016, we invested
£62 million in Q Holding to support its acquisition of Degania.
This transaction almost doubles Q Holding's medical revenues
and diversifies its product mix and geographic exposure.

The availability of capital, together with favourable debt financing
terms, continues to attract investors to the Private Equity asset
class and so our price discigline remains essential. Cur locat
teams have been able to find an interesting range of investment
opportunities, both for 3i and its portfelio comparies, particularly
in Europe.

In addition to the £478 million investment in the year to 31 March
2017, we announced investments in Lampenwelt (€120 million},

a German online lighting retailer and Hans Anders (€200 millicn),
a leading optical retailer in the Benelux, in March 2017 and April
2017 respectively. Both investments should complete by the end
of June 2017. We also announced an investment in Fermel D,
the leading guality services provider for the automotive industry,
in May 2017,

Proprietary
Total capital
investment  investment
Investment Type Business descriptian Date fm fm
BoConcept New Urban living brand July 2016 133 132
Schlemmer New Provider of cable management solutions for the automotive industry August 2016 156 135
Ponroy Santé New Manufacturer of natural healthcare and cosmetics products January 2017 135 122
Q Holding Further Manufacturer of precision engineered elastomeric camponents Decermber 2014 63 82
(Degania)
Agent Further Women's lingerie and associated products Various 14 8
Provacateur
Other n/a n/a 1 ]
Total Private Equity investment 500 478
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Realisations activity

As market conditions remained favourable, we had a very strong
year for realisations and generated £982 million of proceeds at an
average money multiple of 3.7x. We dispesed of nine unquoted
investments, including older investments such as Mayborn,
Lekolar and Polyconcept, and mote recent investments such

as Geka. We also took advantage of supportive equity market
conditions to exit or reduce a number of quoted holdings,
generating proceeds of £154 million (2014: £111 million),

We continue to refinance our mast cash generative assets
where appropriate for the business, and where market
conditions allow. Due to Action’s strong growth and cash flow
generation, it was able tc de-lever rapidly during 2016 ahead

of a £1.4675 billion refinancing in December 2016. The proceeds
were used to refinance the existing debt and fund a distribution
to shareholders. As a result, 3i received £187 million of proceeds.

Table 2: Private Equity realisations in the year to 31 March 2017

Since Investment, Action has returned £526 million of
refinancing proceeds to 3i. a 49x sterling cash return
on the original investment.

In addition, we tock the opportunity to refinance the debt in
ATESTEQ in June 2016. Its strang EBITDA grawth since our
investment facilitated a refinancing and return of £48 million to 3i.

During the year, we completed the successful exits of Mayborn
{3.5%) and Amor {2 .3x). Both had been valued on an imminent
sales basis at 31 March 2016. In Maren 2017, Agent Provocateur
went into administration, giving rise to a realised loss of

45 million on our investment. In aggregate, we generated total
realised profits of £38 million in the year, an uplift over opening
value of 5%, excluding refinancings (2016: £67 million and 14%).

We continue to make good progress towards our longer-term
plan to hold a portfolic of 30 to 40 assets. As at 31 March 2017,
the portfolio had reduced to 37 assets and three quoted stakes
{31 March 2016: 47 assets and five quoted stakes).

31 March Profit/(loss) Upiift on Money
Calendar 2014 3irealsed in the opening Residual multiple
year value proceeds year? value? value over
Investment Countryfregion invested frm fm £m % £m cost? IRR
Full realisations
Mayborn UK 2006 135 136 3 2% nil 3.5x 17%
Quintiles UsA 2008 92 107 10 10% nil 3.3x 23%
Amor Germany 2010 87 B8 2 2% nil 2.3x 18%
Geka Germany 2012 5s 8S 27 47% nil 1.8x 16%
Palyconcept UK 2005 37 44 3 7% il 2% 7%
Eltel Sweden 2007 20 20 1 5% il 1.0x (1%
UFO Moviez India 2007 12 16 3 23% nil 29x 16%
GO Qutdoars UK 2012 17 21 31% il 1.0% 1%
Loxam France 20m 22 40 16 67% il 19% 13%
Lekolar Sweden 2007 29 34 4 13% nil 1.6x 5%
ESG UK 2007 22 30 8 36% nil 1.4% 12%
Agent Provocateur UK 2006 42 - 49) (100Y% nif - %
Partial realisations’?
Basic-Fir* Benelux 2013 82 82 nil % 184 33x 49%
Scandlines Denmark/ 2007/2013 16 164 nil -% 538 4.6x 3%
Germany
Refresco Gerber Benelux 2010 13 1 2 (15)% 32 1.8x 1%
Other n/a n/a 13 10 1 n/a 60 n/a n/a
Refinancings®
ATESTED Germany 2013 48 48 nil -% 160 27x 40%
Action Benelux 201 187 187 nil % 1,708 20.8x 84%
Deferred consideration
Other n/a n/a 1 7 6 n/a 1 n/a n/a
Total Private Equity realisations 930 982 38 4% 2,683 3.7x n/a

1 For partial reattsatians, 31 March 2016 value reépresancs vah.e of stake sold
7 Cash oroceedsin the penod over apening valuc realised

3 Cush proceeds over casn investea For part ai realisasions ana refinancings, valuarions of ary remaining investment are included in the mumple

4 Proceeds returned to 3i thraugh the repaymert of shareholcer loans.,
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Private Equity

Business review

continued

Portfolio valuation

The strong performance of the portfolio resulted in unrealised
value growth of £1,274 miltion (2016: £69Q million).

Performance

The continued strong performance of the investments valued on
an earnings basis resulted in an increase in value of £827 million
(2016: £460 million) with the most significant contribution coming
from Action. For its year ended 31 December 2016, Action reported
sales of £2.675 billion {a 34% increase over 2015), a 37% increase
in operating EBITDA, and 6.9% like-for-like sales growth and
cpened 197 new stores in six countries. Action has delivered
EBITDA CAGR growth in excess of 30% p.a. since 3i's investment
in 2011. Since 2013, our previous valuations have used run-

rate adjusted earnings for the 12 months to the quarter end
preceding the repaorting period. For the valuation of Action

at 31 March 2017, we have refined our valuation methedology
better to reflect its consistent financial delivery. As is typical

for retail businesses, Action prepares its results in four weekly
periods. At 31 March 2017, we are valuing this investment using
run-rate earnings to 26 March 2017, the closest period end to 3i's.
The valuation earnings increased by 33% in the last 12 months
and, as at 31 March 2017, Action was valued at £1,708 million
(2016: £902 million). As the largest Private Equity investment

by value, it represented 35% of the Private Equity portfolio

(2016: 24%).

The investments in our 2013-16 vintage are delivering good
earnings growth, with assets such as ATESTEQ, Aspen Pumps,
Audley Travel, Q Holding and Euro-Diesel showing good value
uplifts in the year.

We invested in ATESTEQ in 2013 and have transformed it
from an ownermanaged diversified engineering company
into a world leading testing and industrial speciatist for the
automaotive industry. Its earnings have almost doubled under
our ownership; driven by a 30% increase in testing capacity
through opening a new facility in Germany and the expansion
of its Chinese operations.

Aspen Pumps is the global leader in the design and assembly
of candensate removal pumps, accessories for air conditioning
(“AC") installers and rooftop support systems for AC products.
It had a strong 2016, financially and operationally, as it continued
to gain market share in its core markets. It also completed two
small acquisitions, designed to atlow direct control of

its distribution channels and product bolt-ons.

Table 3: Unrealised profits/{losses) on the revaluation of Private Equity investments' in the year to 31 March

2017 208
£m £m

Earnings based valiations - T
Performance 827 460
Multiple movernents 239 95

Qther bases

Uplift to imminent sale ] 13
Discounted cash flow 158 124
Other movements on unguoted investments 1 5
Quoted portfolic 43 {7}
Total 1,274 690

1 Further information on our valuation methadology, including definitions and rationale, 1s included in the Portfelio valuation - an explanation section on pages 158 and 159
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Euro-Diesel designs and assembles standby power supply
systems for data centres and other customers for whom power
security is critical. The business performed well in 2016 and the
order book for 2017 is promising.

Macro-econamic developments are impacting a small number of
our investments, especially those exposed to capital expenditure
in the cil and commaodities sector (Dynatect) or weaker consumer
sentiment and decelerating tourist flows which have reduced
spending on the high street in Europe (Christ).

Overall, the majority of the portfolio (93% of assets valued on
an earnings basis, as well as Scandlines and Basic-Fit) grew their
earnings in the year {2016 84%). One investment was valued
using forecast earnings at 31 March 2017 (31 March 2016: two),
representing 2% of the portfolio by value (31 March 2014: 3%).
Chart 1 shows the earnings growth of our top 20 assets.

Qverall, net debt across the portfolio increased to 3.1x EBITDA
{31 March 2016: 29x) principally due to the refinancing of Action.
Chart 2 shows the ratio of net debt to EBITDA by portfolio value
at 31 March 2017,

Chart 1: Portfolio earnings growth of the top 20
Private Equity' investments £m

Multiple movements

Due to its consistent financial and operational outperfarmance,
we increased the post discount run-rate multiple used to value
Action from 14.0x at 31 March 2016 to 16.0x post discount

at 31 March 2017. As at 31 March 2017, a 1.0x movement of
Action’s multiple would increase or decrease the valuation of
3i's investment by £135 million. Excluding Action, the weighted
average EBITDA multiple declined to 10.6x before liguidity
discount (2016: 10.8x) and was 99x after liquidity discount
(2014 10.1x). The decline in multipie is principally due to
Basic-Fit, which listed in June; it was previously valued using

a multiple materially higher than the portfolio average at

31 March 2016, and is now held on a quoted basis.

When setting multiples, we consider factors such as exit plans,
relative performance and investment size. As a result of market
volatility in the year, we continued our practice of adjusting
multiples down, relative to their comparable set, in 14 out of the
22 companies {(2016: 17 cut of 29) valued on an earnings basis.
The pra-discount multiples used to value the portfolio ranged
between 5.0x and 16 8x {2016: 6.5x and 14 7x) and the post-
discount multiples ranged between 4.8x and 16.0x (2016: 5.5x
and 14 0x}

The combined effect of changes in multiples across the portfalio
resulted in an increase in value of £23% millicn in the period
(2016: £95 million increase).

Chart 2: Ratio of net debkt to EBITDA" £m

Graph removed

Graph removed

3t carrying value at 31 March 2017

1 Includes top 20 Private Equity compames by value This represents 7° %
of the Privare Equily cartioho by value [31 March 2016 86%;

31 carrying value at 31 March 2017

1 For 999% of the Private Equity purtfolic by value 131 March 2016: 99 2%;
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Private Equity

Business review

continued

Uplift to imminent sale

We announced the sale of MKM in March 2017 and recognised an
increase in value of £8 million. The sale is expected 1o complete
by the end of June 2017.

In October 2016, we announced an implementation agreement
to sell ACR to two Shenzhen government sponscred investment
companies, subject to regulatory and other approvals. This
appreval process remains ongoing and, as a result, we did

not value ACR on an imminent sales basis as at 31 March 2017.
fts valuation mavement in FY2017 is classified within the other
movements on unguoted investments category.

Discounted cash flow (“DCF™)

As at 31 March 2017, the largest Private Equity investment valued
on a DCF basis was Scandlines, valued at £538 million (31 March
2016: £369 million). It generated value growth of £155 million due
to continued strong trading, the expectation of further delays in
the opening date of 2 competing tunnel on its key route between
Redby and Puttgarden, as well as a modest reduction in its
weighted average cost of capital.

Quoted portfolio

The Private Equity quoted portfolio generated an unrealised
value gain of £43 million {2016: £7 million loss) in the year.

Basic-Fit's strong FY20164 financial and operaticnal performance,
resulting in the business ending the year with 419 clubs and

1.2 million members, was reflected in the share price increasing
from its June 2016 IPQ price of £15.00 to close at £16.27 and an
unrealised value gain of £51 million in the year. 3i's remaining
stake was valued at £184 million at 31 March 2017.

Assets under management

The value of Eurofund V {"EFV"), covering buyout investments
made in the period between 2007 and 2012, continued to grow
and at 31 March 2017 the fund had a gross money multiple

of 2.2x (31 March 2014: 1.7x).

investments made since the change in investment strategy in
2012, including the further investment in Scandlines, are making
good progress with a sterling multiple of 1.7x at 31 March 2017
{31 March 2016: 1.5x).

The value of 3i's Praprietary Capital increased to £4.8 bilfion in
the year (2016: £3.7 billion). The value of the portfolio including
third-party capital increased to €81 billion (2016: €7.0 billion).

Table 4: Quoted portfolic movement for the year to 31 March 2017

D\sposa\s Unrealised

Opening Closing

value at atopening value Other value at

1 April 2016 book value movement movements 31 March 2017

Investment IPO date £m £m Erm - £m £m
Quintiles May 2013 92 92) - - -
Dphone July 2014 25 - (5) 1 21
Elte! February 2015 20 (20 - - -
Refresco Gerber March 2015 44 (13) 3 4 32
UFQO Maoviez May 2015 12 (12} - - -
Basic-Fit June 2016 208 82} 51 7 184
401 219) 43 12 237

1 Other movements include foreign exchange
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Infrastructure

Selected 3i Infrastructure plc investments

Oystercatcher TCR

Wireless Infrastructure Group

Image removed Image removed

26

Anglian Water Group

Image removed

Image removed

27

Elenia

Image removed
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Infrastructure

Selected 3i Infrastructure plc
investments in the year

TCR

£151Tm

invested

Headquartered in Brussels, Belgium,
TCR s Europe's largest independent
asset manager of airport ground
support equipment ("GSE") and
cperates at over 100 airports across

12 countries. The GSE that TCR provides
is critical infrastructure, without which
some of Europe’s busiest airports could
not operate.

TCR fits with 3iN's strategy of investing
in companies with good asset backing,
strong market positions and barriers
to entry, yet with operational levers

1o achieve attractive returns for

3iN'’s shareholders through active
asset mariagement.

For more information, visit
www.tcr-group.com

Image removed
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Image removed

Wireless
Infrastructure Group

£/5m

invested

Wiireless Infrastructure Group (“WIG")
is an independent communications
infrastructure provider headquartered
in Bellshill, Scotland. The business
builds and operates communication
towers in rural and suburban areas,
together with fibre-based networks
to improve mobile coverage in large
buildings and on city streets. WIG is
independent of any network operator
and invests in infrastructure that can
be accessed by all networks.

3iN acquired a 36% economic
interest in WIG, investing £75 million.
WIG diversifies 3iN's portfolio and
provides exposure to a growing

communications infrastructure business.

With its scalable platform and track
record of building new infrastructure
and making accretive acquisitions, WIG
15 well placed to target further growth
in the UK and acress Europe.

Far more infortmaticn, visit
www.wirelessinfrastructure_co.uk

3i Group Annual report and accounts 2017 27

MBIAIBAD

Aunb3 siealig

UJI’I}JHJ}QQJ}I‘.

Aupiqisuodsas ajesodiony
PLE §SIY 'MBIABI [EDURUIY

SJUBWEE}S BIURUIAAOG)

[elsueul) paPRY

yonEwIaul 18Y}0

aesodion

put 0]j0}1i04



Infrastructure

Business review

Infrastructure contributed a gross investment
return of £87 million, or 17% on the

opening portfolio (2016: £47 million, 8%).
This was driven by 3iN's strong share price
appreciation together with good levels of
dividend and fee income from both 3iN
and the other funds managed by the team.

In May 2016, 3iN announced a 7.55 pence per share annual
dividend target for FY2017, as well as a £350 million capital
raise. Both initiatives were well received and the final amount
raised in the placing, gross of fees, was £385 million. 3i invested
£131 million in this placing to maintain its 34% stake in 3iN.

The shares were offered at 165 pence per share and closed

at 189 pence on 31 March 2017, generating a total shareholder
return for investors in that placing of 17%.

We made excellent progress in sourcing assets in 3iN’s target
markets of economic infrastructure and greenfield projects.

In total we advised 3iN on £479 million of new investment in the
year (2016: £193 million}). 3iN completed six new investrments:
Wireless Infrastructure Group, TCR, Valorem, the Hart van Zuid
greenfield PPP project, the A27/A1 greenfield PPP project and
Infinis. As a result, all of the proceeds from the capital raise
were deployed.

Overall, the 3iN portfolio continues to perform well and the
company generated a total return of 9% in the year (2016: 14%).
Under the terms of the investment advisory agreement, 3N
paid an advisory fee of £25 million to 3i {2016: £16 million),

with the increase attrioutable to new investment activity, and

a NAV-based performance fee of £4 million (2016: £20 million).
Of this, £3 million (2016: £15 million) was accrued as payable

to the team.
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Investment portfolio performance

The Group's infrastructure portfolio consists primarily of its
34% stake in 3iN. -

3iN’s share price performed strongly in the year as the yield
offered by 3N continues to be attractive to investors in the
current low interest rate environment. 3iN‘s TSR for the year was
16% (2016: 13%) and 3iN generated £23 million (2016: £21 million)
of dividend income for 3i. 3i also has an investment in the 3i
India Infrastructure Fund, where the team continues to focus

an managing this partfolio to maximise value for fund investors.

In total, the infrastructure portfolio generated unrealised value
growth of £59 million {2016: £22 million).

Table 5: Unrealised profits/({losses) on the revaluation
of Infrastructure investments' in the year to 31 March

2017 016

£m fm

Quoted 63 3
Discounted cash flow @) ®)
Total 59 22

1 More informatior on our valuation methodology, including definitions and ratonale,
‘s included in the Portfahio valuation - an explanation section on pages 158 and 159

Assets under management

Infrastructure AUM increased to £2.9 billion {31 March 2016:
£2.3 billion) principally due to 3iN’s fundraising and strong
portfolic performance.

We are focused on managing the 3iN portfclio actively and
embedding the new assets to ensure that they meet ar exceed
the investment plan. While we continue to see a good flow of
new investment opportunities, there remains strong demand
tor infrastructure assets as capital flows towards more defensive
sectors. In this environment, we remain disciplined and focused
on maintaining a balanced and attractive portfolio in 3iN.

We remain committed to the importance of our 3iN mandate
and sourcing and managing its attractive portfolio of assets.

To broaden 3i's infrastructure strategy, and generate increased
cash income for the Group in the medium term, we have also
announced several complementary new initiatives. In each

case, we are adding resources to ensure that the new initiatives
are successful, and that our focus on the 3iN mandate is not
compromised. We launched a new £700 million fund to purchase
assets from the FISER Global Infrastructure Fund. in addition,

we announced a new fund, the 3i European Operational Projects
Fund SCSP. 3i will provide seed capital of ¢ £35 million to each

of these funds. Finally, we announced the taunch of 3

US Infrastructure platform in March 2017,
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Financial review, Risk and Corporate responsibility

Financial review

Strong financial performance

FY2017 was another year of strong financial performance. It was also the year in which we sold our Debt Managerment business

ta Investcorp. The sale of Debt Management completed en 3 March 2017 and the business we sold to Investcorp is classified as
discontinued operations throughout this report. We retained the CLO investments not required for regulatery or contractual purposes,
as well as investments in the Global Income Fund and Senior Loan Fund. These investments are classified within Other in the Financial

review and our segmental reporting.

We generated an excellent gross investment return frorm Private Equity, Infrastructure and the retained Debt Management investrments
of £1,755 million {2016: £1,051 million) and an operating profit before carried interest of £1,675 millicn {2016: £911 million). This was
driven by the strong unrealised value growth from our investments, together with the positive impact of foreign exchange translation.

Total return was £1,592 million, or a profit on opening shareholders’ funds of 36% (2016: £824 million or 22%) and, as a result, the diluted

NAV per share at 31 March 2017 increased by 30% to 604 pence {31 March 2014: 463 pence).

Table 6: Total return for the year to 31 March

12 menths to
31 March 2017

1Zmonthsto
31 March 2016

Investment basis ) £m £m
Realised profits over value on the dispésél of investments 38 72
Urrealised profits an the revaluatian of investments 1,342 &30
Portfolio income

Dividends 50 49

Interest income from investment portiolio 50 59

Fees receivable & 7
Foreign exchange on investments 269 174
Gross investment return 1,755 1,051
Fees receivable from external funds 45 L
Operating expenses m7 (107}
Interest received 2 4
Interast pad . {(49) {47y
Exchange movements 28 31)
Other income 10 -
Operating profit before carried interest 1,675 11
Carried interest

Carried interest and performance fees recevable 279 78

Carried interest and performance fees payable (434) {186}
Operating profit from continuing operations 1,520 803
income taxes 3 -
Re-measurements of defined benefit plans (22) ()
Total comprehensive income: continuing operations
{“Total return from continued operations”) 1,501 797
Tota! comprehensive income from discontinued operations, net of tax
(“Total return fram discontinued operations”) g1 27
Total comprehensive income {“Total return”) 1,592 824
Total return on opening shareholders’ funds 36% 22%

1 Camparatives have been re-presentad o reflect the class fication of the Group's Debit Management ousiness, sold to Investeorp, as discontinued operations,

Alternative performance measures ("APMs")

in October 2015, the European Securities and Markets Authority ("ESMA”} published guidelines about the use of APMs. These are
financial measures such as KPls that are not defined under IFRS. In our Strategic report we describe our financial perfarmance under
our Investment basis, which is itself an APM, and use a nurnber of other measures which, on account of being derived from the
investment basis, are also APMs. Further information about our use of APMs, including the applicable reconciliations to the IFRS
equivalent where appropriate, is provided in page 43, and should be read alongside our Investment basis to IFRS reconciliation.

Qur APMs are gross investment return as a percentage of the opening investment partfolio value, cash realisations, cash

investment, operating cash profit, net cash/(debt) and gearing
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Realised profits

Supportive market conditions, together with the co-incidental
maturity of our exit pipeling, resulted in realised proceeds

of £1,005 million (2016: £796 miflion). Profits on disposal of

£38 million {2014: £72 million) were net of the £49 million realised
less on Agent Provocateur which was sold after it was entered
into administration in March 2017, This, combined with the fact
that the successful exits of Mayborn and Amor were valued on
an imminent sales basis at 31 March 2016, meant realisations
(excluding refinancings) were achieved at an uplift over opening
value of 5% (2016: 13%} in the year.

Unrealised value movements

The unrealised value mcvement of £1,342 million (2016: £690 miflion)
was due to strong earnings growth in a number of our Private
Equity assets. Action contributed £911 million to value growth
and we also saw improved performance from Private Equity
investments in our 2013-16 vintage, such as Scandlines (a further
investrment in 2013), ATESTEQ, Basic-Fit and Euro-Diesel.

Table 7: Unrealised profits on revaluation of investments
{continuing operations) for the year to 31 March

2017 2Né

B £m fm

Private Equity 1,274 420
Infrastructure 59 22
Other restdual Debt Management) 9 {22)
Total 1,342 690

Our residual Debt Management positions recovered some of

the mark-to-market losses seen in the first quarter of calendar
year 2016 and generated an unrealised value gain of £9 million
{2016: £22 million loss) in the year.

Further information on the Private Equity and Infrastructure
valuations is included in their respective Business reviews.

Portfolio income

The portfolic generated incame of £106 million during the year
{2016; £115 million). The increase in dividends from 3iN {up from
£21 million to £23 million} was offset by a reduction in dividends
from Private Equity, as income in FY2016 included a significant
dividend from Scandlines as well as dividends from older assets
which have been sold. Interest income on loans in Private Equity
reduced to £50 million (2014: £59 millior) due to the timing of
asset disposals or iPOs relative to the completion of our three
new investments. Portfolio fees were broadly stable as the
increase in deal fees on new investments completed in the year
was offset by abort costs incurred on prospective transactions.

Fees receivable from external funds

Fees increased to f4é million (2016: £41 million) due to increased
fee income from 3iN. 3i, as investment adviser, receives a fee for
sourcing and completing new investments for 3iN; 3IN completed
six new investments in EY2017 and invested £479 million

(2014 four investments and £193 million).

Operating expenses

Operating expenses were £117 million {2014: £107 million),
principally due to a £4 million increase in the Infrastructure team’s
share of the 3iN fee income referred to above. The share-based
payment expense also increased by £3 million due to the strong
performance of 3i Group's share price

We continue to invest in the front office capability in Private
Equity and Infrastructure but remain disciplined on cost.
We expect that expenses in FY2018 will be broadly double
the second half costs of £63 million,

Operating cash profit

Operating cash profit is a Group KP); by covering the operating
costs of running our business with income, we reduce the
dilution of sharehelder returns. Since its introduction in 2012,
this measure has been defined as cash portfolio and fee incorne
less accrued operating expenses, the latter being used as it was
not considered to be materially different from cash operating
expenses. The definition has been updated to be cash portfolic
income and fee income less cash expenses. The principal non-
cash expense now excluded from the measure is share-based
payments; these have become significantly more material since
the measure was originally implemented, as more compensation
is delivered in the form of shares, and as the share price

has increased.

Table 8: Operating cash praofit for the year to 31 March

2017 20167

fm fm

Third-party capital fees 7 o A7 a0
Cash portfolic fees 12 8
Cash portfolio dividends and interest 62 60
Cash income from continuing operations 121 108
Operating expenses' from continuing cperations {116} {117)
Operating cash profit/{loss): continuing operations 5 %)
Qperating cash profit: discontinued operations 28 46
Operating cash profit 33 37

1 QOperating expenses are now calculated on a casn basis ana the 2016 compa-ative has
been re-prasented

2 Comparativas have beer re-presented to reflect the classification of the Group's Debt
Managemant bus ness, sold to Investcarp, as discontinued operations

Excluding the Debt Management business sold to Investcorp,

3i made an cperating cash profit of £5 million in the year

(2016: £2 million loss). Cash income increased to £127 million
{2016: £108 million) principally due to the increase in the third-
party capital fees in Infrastructure to £37 million (2016: £2% million).

The Debt Management business was a significant contributor to
the Group's operating cash profit Including the contribution of

the Debt Management business, the Group made an operating
cash profit of £33 million in the year {2016: £37 million).
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Financial review, Risk and Corporate responsibility

Financial review

continued

Net interest payable

Gross interest payable was £49 million (2016: £47 million), of
which £15 miltion related to interest charges on the €331 million
bond which was repaid in March 2017. The undrawn revolving
credit facility was extended by one year to September 2021 at

no additional cost, following an agreement with all but one of the
participating banks. The total amount of the facility is £329 million
{31 March 2014 £350 million).

Interest receivable on cash balances was £2 million (2014: £4 million).

Carried interest and performance fees

Wa receive carried interest from third-party funds and pay a
portion to participants in our carry plans. We also pay carried
interest to participants on our proprietary capital invested.

The accounting recognition of carried interest is driven by the
valuation of the underlying investment portfalio and is accounted
for by assuming that all investments are realised at the balance
sheet value.

Our carried interest plans pay cash tc participants when the
underlying investments are realised, for example through a
disposal or a refinancing event, but only when a perfermance
hurdle has been met. Due to the length of time between
investment and realisation, the schemes are usually active for
a number of years and their participants are both current and
previous employees of 3i.

We generated a very strong gross investment return of

£1,624 million in Private Equity (2016: £1,011 million) and this
material valuation uplift has resulted in significant increases in

our carried interest balances in FY2017. The consequence of this
year's valuation increase is that our largest Private Equity fund,
EFV, went through its performance hurdle and consequently we
recognised significant carried interest receivable. A share of this
receivable is accrued as carried interest payable to the associated
plan participants. The strong run of realisations from investments
made between 2010 and 2012 that have completed over the last
few years meant that we went through the cash hurdle on the
Group's associated proprietary capital plan {the so-called Buyouts
2010-12 carried interest scheme) and began paying carried
interest to its participants for the first time this year.

Table 9: Carried interest and performance fees
{continuing operations) for the year to 31 March

2017 2016

Statement of comprehensive income £m fm
Carried interest and performance fees receivable

Private Equity 275 58
Infrastructure 4 20
Total 279 78
Carried interest and performance fees payable

Private Equity {431} a7n
Infrastructure (3) 15}
Total (434) (186)
Net carried interest payable {155) (108)
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We typically accrue carried interest payable on 3i's investment
portfolio at between 10% and 15% of gross investment return,
The majority of assets by value are now held in schemes that
would have met their performance hurdles, assuming that the
portfolio was realised at the 31 March 2017 valuation.

We accrued carried interest payable of £431 million (2016

£171 million) for Private Equity, of which £202 million relates to
the carry plan participant’s share of carried interest receivabte
from EFV (2016: £48 million). Carried interest payable accrued

on 3i's investment partfolio was £229 million (2016: £123 million).
£159 million (31 March 2016: £71 million} of this £229 million
balance relates te the carry payable on the Buyouts 2010-12 plan,
which includes Action.

Carried interest is only paid to participants when the hurdles
are passed in cash terms and then only when the cash proceeds
are actually received following a rezlisation or refinancing

event. During the year, £127 million of cash was paid out to the
participants in the Private Equity plans (2016: £9 million). Of this
£98 million related to the carry payable on the Buyouts 2010-12
scheme which went through its cash hurdle in the year.

3iN pays a performance fee based on 3iN's NAV on an annual
basis, subject to a hurdle rate of return and a high watermark.
The continued gaod performance of the assets held by 3iN
resulted in the recognition of £4 million (2016: £20 million) of
performance fees receivable. Carried interest of £3 million was
accrued as payable to the Infrastructure team.

Overall, the effect of the income statement charge, the cash
movermnent, as well as the currency translation meant that the
balance sheet carried interest and performance fees payable
increased to £685 million (31 March 2014; £404 million} and the
receivable increased te £366 million (31 March 2014: £122 millicn).

Table 10: Carried interest and performance fees
for the year to 31 March

2017 2016
Statement of financial position . £m £m
Carried interest and performance fees receivable
Private Equity 359 g2
Infrastructure 4 20
Other 3 10
Total 366 122
Carried interest and performance fees payable
Private Equity 6500 (358
Infrastructure (35) 43
Other - 15}
Totat (685) {404)




Net foreign exchange movements

At 31 March 2017, 71% of the Group's net assets were
denominated in eurcs or US dollars. Following the result of
the UK's referendum on its membership of the EU and the
subsequent weakening of sterling against the euro and the
US dollar, the Group recorded a total net foreign exchange
gain of £297 million 2016: £143 million) in the year.

The Group is a long-term investor and does not hedge its foreign
currency denominated portfolio. Where possible, flows frem
currency realisations are matched with currency investments.
Short-term derivative contracts are used occasionally and
typically to hedge investments and realisations between signing
and completion.

The net foreign exchange gain also reflects the translation
of non-portfolio net assets, including non-sterling cash held
at the balance sheet date.

Table 11: Net assets and sensitivity by currency

%

sensitivity

FX rate fm % f£m

Sterling n/a 1,420 24% n/a
Euro 11701 3,373 58% 34
US dollar 12514 751 13% 8
Danish krona 8.7015 147 3% 1
Other n/a 145 2% n/a

Pension

On an IAS 19 basis the pension scheme remains in a surplus.
There was a re-measurement loss on the Group's pension scheme
of £22 million during the year {2016: £6 million loss). The liability of
the Group's UK defined benefit pension scheme increased in the
year following a decrease in the discount rate. This was partially
cffset by an increase in the underlying asset valuations.

During the year, the Trustees of the 3i Group Pension Plan
implemented a buy-in transaction, which is a bulk annuity
purchase that partially reduces member longevity risk while
improving the investment returns of the pension scheme.
The transaction is expected to improve the actuarial funding
position of the plan, which in turn influences the future cash
contributians by 3i. The transaction resulted in an accounting
charge in accordance with [AS 19 of £14 million.

The triennial valuation of the scherme’s funding positicn at
30 June 2016 1s underway and will be completed no later than
30 September 2017.

Tax

The Group's parent company has operated in the UK as an
approved investment trust company since its tisting on the
tondon Stock Exchange in 1994. An approved investment trust
is a UK investment company which is required t¢ meet certain
conditions set cut in the UK tax rules to obtain and maintain its
tax status. This approval allows certain investment profits of the
Company, broadly its capital prefits, to be exempt from taxin the
UK. Approved investment trust companies are particularly suited
for investment vehicles as their tax status allows them to ensure
that their shareholders do not suffer double taxation of their
investment returns. The Group recognised a tax creditin the
period of £3 million (2016: nil).

Sale of Debt Management

On 3 March 2017, we completed the sale of our Bebt
Management business to Investcorp for total proceeds of

£270 million. The saie comprised the entire Debt Managerent
fund management business, which had teams based in London
and New York, and the CLO investments required by the buyer
for regulatory and contractual purposes. We retained the CLO
investments in excess of those requirements. During the period
between signing and completion we continued to support CLO
warehouses in the US and Europe, and the outstanding balances
of £33 million were repaid in full on completion. In addition,

we retained our investments in the Global Income Fund and
the Senior Loan Fund.

Table 12: Debt Management investments as at 31 March

Nat

2017 mavement’ 2016
Valuation £m fm fm
ELO equity sold - M) 119
CLO warehouses repaid 1 14) 17
CLO equity retained 50 16 34
Global income Fund 79 27 52
Senior Loan Fund 3 1 7
Total 138 {91 229

1 Netmovement is inclusive of nvestrnents, currency translation and

mark-to-market adjustments
The transaction was signed on 25 October 2016, and the
economic benefit of the fund management business and relevant
CLC equity interest transferred with effect from 1 October 2016,
The total return from discontinued operations of £21 million
(2016: £27 million} includes the economics of the business up
to 30 September 2016, compensation for the period to closing
and the prefit on dispesal.

The £270 million of proceeds was split between £232 million
for the sale of the subsidiaries, proceeds of £22 million from
the sale of directly held investments in CLO equity and
warehouses and £16 million for the settlement of an inter-
company loan.
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Financial review, Risk and Corporate responsibility

Financial review

continued

Balance sheet Key accounting judgements and estimates

Net cash and liquidity in preparing these accounts, the key accounting judgement
relates to the carrying value of our investment assets which
Table 13: Net cash as at 31 March are stated at fair value.

2017 2016 _ ) )
] £m fm Given the importance of this area the Board has a separate

Cash and cash equivalents 954 062 Valuations Committee to review the valuation policy, process
Degosits 40 40 and application to individual investments. However, asset
Loans and borrowings (575) 837) valuations for unquoted investments are irvherently subjective,
Net cash 219 165 as they are made on the basis of assumptions which may not

a3 prove to be accurate. At 31 March 2017, 84% by value of the
Net cash is calculated as cash and cash equivalents and investment assets were unquoted (3t March 2016. 85%).
deposits less total loans and borrowings. As at 31 March 2017, The valuation of the Proprietary Capital portfolic is 2 primary
net cash was £419 million {2016: £165 million). The increase input into the carried interest payable and receivable balances,
reflects the significant level of realisations which, |ncluding.the which are determined by reference to the valuation at 31 March
proceeds of the sale of Debt Management, were £1,275 million 2017 and the underlying investment management agreements.

(2016:; £796 miillion). The balance wilt reduce by ¢.£272 million
{c.€320 million} when the signed investments in Hans Anders

and Lampenwelt complete (expected by the end of June 2017). Accounting for investment entities

Subiject to shareholder approval, the final dividend of £178 million An assessment is required to determine the degree of

will also be paid in July 2017. control or influence the Group exercises and the form af any
control to ensure that the financial treatment of investment

Liquidity entities is accurate. The introduction of IFRS 10 resulted in a

Liquidity remained strong at £1,323 million (31 March 2016 number of intermediate holding companies being presented

£1,352 million) after the repayment of our £331 miliion bond at fair l“_aluef which has led to reduced transparency of the
in March 2017. Liquidity comprised cash and deposits of underlying investment performance. As a result, the Group

£994 million {31 March 2016: £1,002 million) and undrawn facilities ;ont[nlues to present a non-GAAP Investment basis set of
of £329 million (31 March 2016: £350 million). financial statements ta ensure that the commentary in the

Strategic report remains fair, balanced and understandable.
The reconciliation of the Investment basis to IFRS is shown

Gross debt and gearing on pages 39 to 42.

Table 14: Gross debt as at 317March

2017 2016

£m £m

€331 million notes at 5.625% (2017) - 262
£200 million notes at 6.875% (2023) 200 200
£375 milfion notes at 5. 750% (2032} 375 375
Loans and borrowings 575 837
Gearing nil nil

On 17 March 2017, the €310 million outstanding balance of the
€331 million bond was repaid out of cash resources. This reduced
the total gross debt outstanding to £575 millicn as at 31 March
2017 (31 March 2016; £837 million). As a result, the annua! interest
cost on the remaining bonds will reduce to £35 million per annum
in FY2018 (2017: £49 million).

Gearing

Gearing is defined as net debt as a percentage of the Group’s net
assets. As the Group was in a net cash position at 31 March 2017
and 2016 under both the lnvestment basis and IFRS, gearing

was nil.
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Investment basis

Consolidated statement of comprehensive income

Total Total
2017 2016
.. £m . £m
Realised profits over value on the disposal of investmants 38 72
Unrealised profits on the revaluation of investments 1,342 670
Portfolio income
Dividends 50 49
Interest Income from investment partfolio 50 59
Fees receivable -} 7
Foreign exchange gain on investments 269 174
Gross investment return 1,755 1,051
Fees receivable from external funds 45 41
Operating expenses (117 (107}
Interest receivable 2 4
interest payable 49) 47
Foreign exchange gain/{loss) 28 {31)
Other income 10 -
Operating profit before carried interest 1,675 N
Carried interest
Carried interest and perfarmance fees recewvable 279 78
Carried interest and performance fees payable (434} (186)
Operating profit from continuing operations 1,520 803
Income taxes 3 -
Profit for the year from continuing operations 1,523 803
Profit for the year from discontinued operations, net of tax o1 27
Profit for the year 1,614 830
Other comprehensive income
Re-measurements of defined benefit plang {22) (6)
Total comprehensive income for the year ("Total return”™} 1,592 824

i Comparatves far the year ended 31 March 2016 have been re-presented to reflect the classificauen of the Group's Debt Management business sold to Investcorp 8s discontinued operations

See Note 31
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Financial review, Risk and Corporate responsibility

Investment basis

continued

Consolidated statement of financial position

Total ) Total
2017 2016
B - £m £m

Assets ) i
Non-current assets
Investments

Quoted investments 893 4658

Unguoted investments 4,782 3,839
Investment portfolio 5.675 4,497
Carried interest and performance fees receivable 359 o4
Other non-current assets 106 37
Intangible assets - 12
Retirement benefit surplus 121 132
Property, plant and equipment 5 5
Deferred income taxes - 3
Total non-current assets 6,266 4,780
Current assets
Carried interest and performance fees receivable 7 28
Other current assets 10 53
Current income tax receivable 2 -
Deposits 40 40
Cash and cash equivalents 954 962
Total current assets 1,013 1,083
Total assets 7,279 5843
Liabilities
Non-current liabilities
Trade and other payables {29 27)
Carried interest and performance fees payable (644) {290
Loans and borrowings {575) (575)
Retirement benefit deficit (22) (20)
Deferred income taxes (1 @
Provisions 2) {1
Total nan-current liabilities (1,273) 915}
Current liabilities
Trade and other payables (125) {107)
Carried interest and performance fees payable @41 (114)
Acquisition related earn-out charges payable - m
Loans and borrowings - (262)
Current inggme taxes - {2)
Provisions (4) 7)
Total current liabilities (170) (473)
Total liabilities (1,443) {1,408}
Net assets 5,836 4,455
Equity
Issued capital 719 719
Share premium 785 784
Other reserves 4,370 3,006
Qwn shares (38) 154)
Total equity 5,336 4,455
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Consolidated cash flow statement

Total Total
2017 2016
£m £fm

Cash flow from operating activities
Purchase of investments 692) 449
Proceeds from investments 1,063 77
Net cash flow frem derivatives - 04
Portfolio interest recenved 16 15
Portfolio dividends received &6 Il
Portfolio fees receved 1 7
Fees received from external funds 71 78
Carried interest and performance fees received 39 52
Carned interest and performance fees paid £131) (15}
Carried interest held in nen-current assets {56) -
Acquisition related earn-out charges paid M (30)
Operating expenhses (131) 134)
Incorme taxes paid (2) -
Other cash income 2 -
Net cash flow from operating activities 255 352
Cash flow from financing activities
lssue of shares 1 -
Dividends paid (230) {190}
Interest received 2 4
Interest paid (51 {51
Repayment of short-term borrowings (264) -
Repurchase of short-term borrowings 17 -
Co-investment loans 1 -
Net cash flow from financing activities (558) 237
Cash flow from investing activities
Purchase of property, plant and equipment (1) m
Proceeds from sale of Debt Management business 232 -
Cash held in sold subsidiaries 4 _
Net cash flow from deposits - @0)
Net cash flow from investing activities 227 @n
Change in cash and cash equivalents {76) 74
Cash and cash equivalents at the start of year 962 864
Effect of exchange rate fluctuations 68 24
Cash and cash equivalents at the end of year 954 962
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Financial review, Risk and Corporate responsibility

Investment basis

continued

Background to Investment basis
financial statements

The Group makes investments in portfclio companies directly,
held by 3i Group plc, and indirectly, held through intermediate
holding company and partnership structures {“Investment
entity subsidiaries”). It also has other aperational subsidiaries
which provide services and other actwvities 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 cansclidated line by line. This fair value approach,
applied at the intermediate holding company level, effectively
obscures the performance of our proprietary capital investments
and associated transactions occurring in the intermediate
holding companies. The financial effect of the underlying
portfolic companies and fee income, cperating expenses and
carried interest transactions occurring in Investment entity
subsidiaries are aggregated into a single value. Cther iterns
which were previously eliminated on consolidation are now
included separately.

To maintain transparency in our report and aid understanding we
introduced separate non-GAAP “Investment basis” Statements
of comprehensive income, financial position and cash flow in

our 2014 Annual report and accounts. The Investment basis is an
APM and the Strategic report is 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 [nvestment basis is simply a “look
through” of IFRS 10 to present the underlying performance.

Reconciliation of Investment basis and IFRS

A detailed reconciliation from the Investment basis to IFRS
basis of the Consolidated statement of comprehensive income,
Consolidated statement of financial position and Consalidated
cash flow statement is shown on pages 37 to 42.
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Reconciliation of Investment basis and IFRS

Reconciliation of consclidated statement of comprehensive income

Investment IFRS IFRS Investment IFRS IFRS
basis adjustments basis basis  adjustments basis
2017 2017 2017 2018° 2014° 2016°
Notes £m £m £fm fm fm £m
Realised profits/{losses) over value
on the disposal of investments 1,2 38 (63) (25) 72 61 1
Unrealised profits on the
revaluation of investments 1,2 1,342 {1,080) 262 620 {576) 114
Fair value movements on
investment entity subsidiaries 1 - 1,041 1,041 - 591 591
Portfolic income
Dividends 1.2 50 {12) 38 49 (13) 36
Interest income fram investment portfolio 1,2 50 {40) 10 5¢ 3N 22
Fees recewvable 1,2 & 3 9 7 2 q
Foreign exchange on investments 1.3 269 (203) 64 174 (145} 29
Gross investment return 1,755 (356) 1,399 1,051 {239) 812
Fees receivable from
external funds 1,4 46 - 46 41 — 41
Operating expenses 1,4 17 1 (116) (107) Z (105)
Interest receivable 2 - 2 4 - 4
Interest payable {49) - {49) @7} - @7
Exchange movements 1.3 28 14 42 (31} 5 64
Cther income 10 - 10 - - -
Income/lexpense) from investment entity
subsidiaries 1 - 18 18 - (10) (10
Operating profit before carried interest 1,675 {323) 1,352 9N {152) 756
Carried interest
Carried interest and performance
fees receivable 1.4 279 1 280 78 9) 73
Carried interest and performance
fees payable 1.4 {434) 326 {108} (186) 148 (38)
Operating profit from continuing operations 1,520 4 1,524 803 G 794
Income taxes 1.4 3 - 3 - (2) 12)
Profit for the year from continuing operations 1,523 4 1,527 803 () 792
Profit for the year from discontinued operations " 7 98 27 2 25
Profit for the year 1.614 11 1,625 830 (13) 817
Cther comprehensive income
Exchange differences on
translation of foreign operaticns 1.3 - ) 4) - " "
Re-measurements of defined
benefit plans {22) - {22) )] - 6)
Other comprehensive {expense)/income for
the year from continuing operations (22) 4 {26) {6) i 5
Other comprehensive (expense)/income for
the year from discontinued operations - (7) {7) - 2 2
Total comprehensive income for
the year ("Total return”) 1,592 - 1,592 824 — 824

Notes

~

-

.

W

o

Applying IFRS 10 7o the Consolidated statement of comprehensive income cunsolidates the [ ne tems of a number of previcusly cansobdated sunsiaiaries inta a single line item “Fair value
movemants on investment entity subsioiaries” Ir the “Irvestment basis” accounts we have disaggregated these line items to analyse our total return as if these Investment antity subs:diaries
were fully consolidated, consistent with prior years. The adjustrents simply reclassify the Conscl-dated statement of comprehensive income of the Group. and the tofal return is equal under
the Investrrert bas.s ana the IFRS basis,

Realised profits, unrealisea profits, and wort‘ala income shown it the IFRS accounts only relate 1o portfolio companies that are held directly by 3i Group elc and not those portfolio
companies held througn Investrent entity subsidiaries. Realised profits, unrealised profits, and pertfalio nceme in melation to porticho compan:es heid through Investment zntity
subsidianes are aggregated nta the single "Fair value movement on investment entity subsidianes” Iine This s the most significant reduction af information m our IFRS accounts

Foreign exchange movemer:s have been raclassified under the Investment basis as fore:gn currency asset and llability moverr ants Movements within the investmant entity subsidiar es

are included withir "Fai- value movements on investment ertities”

Other tems also agyregated into the "Far value movements on investment ertity subsidianies” line include faes recevable from external funas, audi fees, admimistration expenses,

zarnied interest and tax

Comparatives for 'k year anded 31 March 2016 have been re-presented to reflect the classif cat on of the Group's Debt Managemen: business sald to Investcorp as discantinued operations
See Note 31 ro the IFRS firancial statements

The IFRS pasis.s sudiled and the Investment casis s unaudited
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Financial review, Risk and Corporate respansibility

Reconciliation of Investment basis and IFRS

continued

Reconciliation of consolidated statement of financial position

Investment IFRS IFRS Investment IFRS IFRS
basis  adjustments basis basis  adjustments basis
2017 2017 217 2016 2018 2018
Notes £m £m £m fm £ £m

Assets
Non-current assets
Investments

Quoted investments 1 893 {503) 390 558 {360 297

Unquoted investments 1 4,782 (3,466} 1.316 3,839 {2,594) 1,243
Investments in investment entity subsidiaries 1,2 - 3,483 3,483 - 2,680 2,680
Investment portfolio 5,675 (486) 5189 4,497 277} 4,220
Carried interest and performance
fees recevable 1 359 {5) 354 94 (5) 89
Other non-current assets 106 (56} 50 37 -~ 37
Intangble assets - - - 12 - 12
Retirement benefit surplus 121 - 121 132 ~ 132
Property, plant and equipment 5 - 5 5 ~ 5
Deferred income taxes - = - 3 - 3
Total non-current assets 6,266 {547} 5.719 4,780 (282 4,498
Current assets
Carried interest and performance
fees receivable 7 2 9 28 - 28
Other current assets 1 16 2 12 53 22 3
Current income tax receivable 2 - 2 - - -
Deposits 40 - 40 40 - 40
Cash and cash equivalents 1.2 954 {23) 931 962 6] 957
Total current assets 1,013 (19} 994 1,083 (27 1,056
Total assets 7.279 {566) 6,713 5,863 (309) 5,554
Liabilities
Non-currant liabilities
Trade and other payables 29) 5 (24} 27) - 27
Carried interest and performance fees payable 1 (644) 520 {124) {290) 205 (85)
Loans and borrowings {575) - (575) {575) - (575)
Retirement benefit deficit {22) - (22} (20} - 20
Deferred income taxes 1 4} 1 - (2) 2 -
Provisions 2 - (2) N - [4)}
Total non-current liabilities (1,273) 526 (747 (?15) 207 {708}
Current liabilities
Trade and other payables 1 {125} 22 (103} (107 8 @9
Carried interest and performance fees payable 1 41 18 {23) {114) 94 20)
Acguisition related earn-out charges payable - - - m - n
Loans and borrowings - - - {262) - (262)
Current income taxes - - - (2) - (2)
Provisions (4} — (4} 7) - {7)
Total current liabilities {170} 40 (130) {493) 102 {391)
Total liabilities (1,443) 566 (877) (1.408) 309 (1,099)
Net assets 5,836 - 5,836 4,455 - 4,455
Equity
lssued capita) 719 - 719 719 — 719
Share premium 785 - 785 784 - 784
Other reserves 3 4,370 - 4,370 3,006 - 3,006
Own shares (38) - (38) {54) - [B74]
Total equity 5,836 - 5,836 4,455 - 2,455
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Notes

B
' Apply ng IFRS 10 1o the Consclidated statement of financial position aggregates the line rtems into the single line iterr “Investment ninvestment antries” In the Investment basis we have i
disaggregated these iierrs (o analyse our net assets as if the Investment entty subsidianes were consclidated. The adjustment reclassifies items in the Consohidated statement of financial S
posit on There 's no change to the net assats, although for reasons explained below, gross assets and gross labiities sre diiferent. :1
The disclosure relating to oortfolio companies is sigmificantly reduced by the aggregation, as the fair value of all iInvestments held by Investmant entity subsidiaries 1s aggregated into 2
tne “investments in investmentenuties” ine We have disaggregated tn s fair value and d sclosed the underlying portfolio holding in the relevant ine item, 12, quoted equity investments F
or urquoted eguity nvestments,
Other terns whicn may be agaregated are carned interest and other payables, and the Investment oasis aresentation again aisaggregates these items
2 Intercompany palances betwean Investmant entity suosidiares and trading subs.dianes also impact the transparency of our results urger the IFRS basis If an invastment entity subsid-ary
has an ntercompany balance with a consalidates trachng subsidiary of the Group, then the asset or liabiity of the Investment entity subsidiary will be aggregated into its fair value, while the
asset or hapiity of the corsolidated trading subs:diary vall be aisclosed as an asset or lability in the Censolidated statement af finanaial positior for the Group
3 Investment basis inancial statemants are prepared for performance measurement and therefore reserves are not analysed separately under this basis.
4 The IFRS basis 15 audited and the Investment basis .s unauditad EN
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Financial review, Risk and Corporate responsibility

Reconciliation of Investment basis and IFRS

continued

Reconciliation of consolidated cash flow statement

Investment IFRS IFRS Investment IFRS IFRS
basis  adjustments basis bass  adjustments basis
2017 2017 2017 2016 2016 2016
o Notes £fm £m £m £m fm fm
Cash flow from operating activities
Purchase of investments 1 {692) 358 {334) {449} 3462 {87)
Proceeds from investments 1 1,063 (753} 310 771 {535) 236
Cash inflow from investment
entity subsidiaries 1 - 246 244 - 206 206
Net cash flow from derivatives - - - (14 - (14
Portfalic interest receved 1 16 (9) 7 15 (10 5
Portfolio dividends received 1 66 (12) 54 71 {13) 58
Portfolic fees recerved " {2) 9 7 - 7
Fees received from external funds 1 71 - A 78 - 78
Carried interest and performance
fees received 39 - 39 52 - 52
Carried interest and perfarmance
fees paid 1 (131} 104 27 s 2 {13)
Carried interest held in non-current assets (56) 56 - - - -
Acquisition related earn-out charges paid 1 - 1) (30} - 30)
Operating expenses 1 {131) - (131 (134) - (134)
Income taxes paid 2 - 2) - - -
Other cash income 2 - 2 - - -
Net cash flow from operating activities 255 (12 243 352 12 364
Cash flow from financing activities
Issue of shares 1 - 1 - -~ -
Dividends paid (230} - (230) {190) - {190y
Interest received 2 - 2 4 - 4
Interest paid {51) - (51 {51} - 51
Repayment of short-term borrowings (264) - (264) - - -
Repurchase of short-term borrowings {17) - a7 - ~ -
Co-investment loans 1 1 2 — - -
Net cash flow from financing activities {558) 1 {557) (237} -~ 1237}
Cash flow from investing activities
Purchase of property, plant and equipment 1 m - [y))] m - m
Proceeds from sale of Debt Management
business 232 - 232 - - -
Cash held in scld subsidiaries 4) - ) - ~ -
Net cash flow from deposnts = - ~ (40) ~ (40)
Net cash flow from investing activities 227 - 227 @1} -~ @1
Change in cash and cash equivalents 2 (76} “n (87) 4 ) 5
Cash and cash equivalents at the start of year 2 962 {5) 957 864 8] 861
Effect of exchange rate fluctuations 1 68 (7) 61 24 (14) 10
Cash and cash equivalents at the end of year 2 954 (23) 931 962 {5) 957

Nates

tne underlying portfolio

The Consalidated cash flow statement 1s mpacted by the application of IFRS 10 as cash flows to and fram Investment entity subsidian es ace disclosed, ratner than the casn flows to and from

Therefore i our Invastment basis financial statements, we have disclosed our cash flow staterent on a “lock through” bas:s, In orde- to reflect the underlying sources and uses of cash flows

and disclose the underlying investment actiity

N

w

The IFRS biasis 15 audited and the Investment oasis s unaudited
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Trere 53 difference between the change i cash and cash equivalents of the Investment basis inancial staterrents and the IFRS financial statements because there are cash balances held
in Investrient entity subsidiary venicles Cash held within Investment entity subsidiaries will not be shawn in the IFRS statements but will be seen in the Investment basis statements.



Alternative Performance Measures ("APMs")

We assess our performance using a variety of measures that are not specifically defined under iFRS and are therefore termed APMs.
The APMs that we use may not be directly comparable with those used by ather companies. Our Investment basis is itself an APM.

The explanation of and rationale for the Investment basis and its reconciliation to [FRS is provided on pages 38 to 42.

The table below defines our additional APMs.

APM

Purpose

Calculation

Reconciliation to IFRS

Gross investment return
as a percentage of opening
portfolio value

A measure of the performance of

our praprietary investment portfolio.

For further information see the
Group KPIs on page 14).

Itis calculated as the gross
investment return, as shown in

the Irvestment basis Consolidated
statement of comprehensive
income, as a % of the opening
portfolio value.

The equivalent balances under
IFRS and the reconciliation to the

Investment basis are shown on page

39 and 40 for the Reconciliation of
the consolidated statement of
comprehensive income and the
Reconciliation of the consclidated
statement of financial position
respectively.

Cash realisations

Cash proceeds from our investments

support our returns to shareholders,
as wel! as our ability to invest in new
opportunities.

For further information see the
Group KFls on page 14

The cash received from the disposal

of investments in the year as shown

in the Investment basis Consolidated

cash flow statement on page 37.

The equivalent kalance under
IFRS and the reconciliation to the
Investment basis is shown in the
Reconciliaticn of the consolidated
cash flow staterment on page 42.

Cash investment

Identifying new opportunities in
which to invest proprietary capital
is the primary driver of the Group's
ability to deliver attractive returns

For further information see the
Group KPls an page 14.

The cash paid ta acquire
investments in the year as shown on
the Investment basis Consolidated
cash flow statement on page 37.

The equivalent balance under
IFRS and the reconciliation to the
Investment basis is shown in the
Reconciliation of the cansolidated
cash flow statement on page 42.

Operating cash profit

By covering the cash cost of running
the business with cash income,

we reduce the potential dilution

of capital returns.

The cash income from the portfalic
{interest, dividends and fees)
together with fees receved from
external funds less cash operating
expenses as shown on the
Investment basis Consolidated
cash flow statement on page 37.
The calculation is shown in Table 8

an page 31 of the Financial review.

The equivalent balance under
IFRS and the reconciliation to the
Investment basis is shown in the
Reconciliation of the consolidated
cash flow statement on page 42.

Net cash/net debt) A measure of the financial risk Cash and cash equivalents plus The eguivalent balance under
in the Group's balance sheet. depaosits less loans and borrowings  IFRS and the recanciliaticn to the
as shown on the Investment basis Investrent basis is shown in the
Consolidated statement of financial  Reconciliation of the consolidated
position on page 36. statement of financial position
on page 40.
Gearing A measure of the financial risk Net debt (as defined abovelasa % The equivalent balance under

in the Group's balance sheet.

of the Group's net assets under the
Investment kasis. It cannotbe less
than zero.

IFRS and the reconciliation to the
Investment basis is shown in the
Recenciliation of the consolidated
statement of financial position

on page 40.
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Financial review, Risk and Corporate responsibility

Risk management

Effective risk management underpins the
successful delivery of our strategy. Integrity,
rigour and accountability are central to our
values and culture at 3i and are embedded
in our approach to risk management.

Understanding our risk appetite and culture

As bath an investor and asset manager, 3i is in the business of
taking risk in order to seek to achieve its targeted returns for
investors and sharehclders. The Board approves the strategic
objectives that determine the level and types of risk that 3i is
prepared to accept. The Board reviews 3i's strategic objectives
and risk appetite at least annually.

3i's risk appetite policy, which is consistent with previous years,
is built on rigorous and comprehensive investment procedures
and conservative capital management.

Culture

Integrity, rigour and accountability are central to our values

and culture and are embedded in our approach to risk
management. Our Investment Committee, which has oversight
of the investment pipeline development and approves new
investments, significant portfolic changes and divestments,

is integral to embedding our institutional approach across the
business. It ensures consistency and compliance with 3i's financial
and strategic requirements, cultural values and appropriate
investment behaviours. Members of the Executive Committee
have responsibility for their own business or functional areas and
the Group expects individual behaviours to meet the Group's
high standards of conduct. All employees share the responsioility
for upholding 3i's strong control culture and supporting effective
risk management. Senior managers, typically those whao report
to Executive Committee members, are required to confirm their
individual and business area compliance annually. In addition,

all staff are assessed on how they have demonstrated 3i's values
as part of their annual appraisal.

The following sections explain how we control and manage the
risks in our business. They outline the key risks, our assessment
of their potential impact on cur business in the context of the
current environment and how we seek to mitigate them.

44 3i Group Annual report and 2ccounts 2017

Risk appetite

Our risk appetite is defined by our strategic cbjectives.

We invest capital in investment opportunities that will
deliver capital returns ang portfolio and fund management
cash income to cover our costs, and increase returns to
our investors.

Investment risk

The substantial majority of the Group's capital is invested in
Private Equity. Before the Group commits to an investment,
we assess the opportunity using the following criteria:

return chjective: individually assessed and subject to
a minimum target of 2x money multiple over three to
five years;

geographic focus: core markets of northern Europe and
North America;

sector expertise: focus on Business Services, Consumer
and Industrials; and

vintage: invest up to £750 million per annum in four to seven
new investments in companies with an enterprise value
range of £100 million to €500 mitlion at investment.

Investments made by 3iN need to be consistent with

3iN’s overall return target of 8% te 10% over the medium

term and generate a mix of capital and income returns.

Other infrastructure investments made by the Group should
be capable of delivering capital growth and fund management
fees which together generate mid-teens returns.

Capital management

3i adopts a conservative approach to managing its capital
resaurces as follows:

¢ There is no appetite for structural gearing at the Group
level, but short-term tactical gearing will be used.

* The Group does not hedge its currency exposure but it
does match currency realisations with investments where
possible and takes out short-term hedges occasionally
to hedge investments and realisations between signing
and completion

* We have limited appetite for the dilution of capital returns
as a result of operating and interest expenses. Both Private
Equity and Infrastructure generate cash income to mitigate
this risk

3i Group's Pillar 3 document
can be found at www.3i.com



Approach to risk governance

The Board is responsible for risk assessment, the risk management
process and for the protection of the Group's reputation and
brand integrity. It consicers the most significant risks facing

the Group and uses quantitative analyses, such as the vintage
control which considers the partfolio concentraticn by revenue,
geography and sector, and liguidity reparting, where appropriate.

Non-executive oversight is also exercised through the Audit and
Compliance Committee which focuses on upholding standards
of integrity, financial reporting, risk management, going concern
and internal control. The Audit and Compliance Committee’s
activities are discussed further on pages 69 to 73.

Risk governance structure
Overview of risk management framewark and governance structure

MaelAlan]y

Aunb3 ayeAnd

Treasury Transactions Committee
» Considers risk imglications of specific
treasury transactions as required.

* A quorum of members meet
as requiredl.

Board

Determines the Group’s risk appetite
as part of strategy setting.

Overall responsibility for maintaining

a system of internal controls that ensures
an effective risk marnagement and
oversight process operates across

the Group.

Considers risks to the Group's brand,
values and reputation as required.

Meets at least six times a year.

Audit and Compliance Committee

Receives reports from the Head of
internal Audit on the Group's risk
managerment processes and system
of mternal controls.

Receives reports from the Head

of Group Compliance on regulatory
and compliance matters.

Recetves reports from the Head

of Tax on the Group's tax position.

Updated at each meeting on the
outputs of the latest Group Risk
Committee meeting with the
opportunity to contribute views
or raise questions,

Meets at least four times a year.

Chief Executive

investment Committee

Executive Committee

Group Risk Committee

s Central bedy approving all investments,
divestments and material portfolic
decisions.

s Considers risk in the context of
individual investments, portfolio
management decisions and
divestments.

+ Meets as required

Conflicts Committee

* Deals with potential confict issues.
* Meets as required,

* Principal decision-making body in
respect of managing the business.

* Meets monthly.

Committees of the Board

Committees of the Chief Executive and chaired by the Chief Executive

Independent review of potential conflict issues
Risk reporting to Audit and Compliance Commitiae

Delegated responsibility for risk
management and oversight across the
Group, reflecting the Board's appetite
for risk and any specific imits set

Maintains the Group risk review, which
summarises the Group's risk exposure
and associated mitigation or response
plan based on nisks identified.

Meets four times a year to consider the
Group risk review, including adequacy
of risk mitigation and controtls.
Chairman provides an update at each
meeting of the Audit and Compliance
Committee.
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Financial review, Risk and Corporate responsibility

Risk management

continued

The Board has delegated the responsibility for risk oversight to
the Chief Executive. He is assisted by the Group Risk Committee
{"GRC") in managing this responsibility, and guided by the
Board's appetite for risk and any specific limits set. The GRC
maintains the Group risk 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 is updated quarterly and the Chief Executive
provides quarterly updates to each Audit and Compliance
Committee meeting where the Committee members contribute
views and raise questions. The last risk review was completed

in May 2017,

The risk framewark is augmented by a separate Risk Management
Function which has specific responsikilities under the FCA's
Investment Funds Sourcebook. It meets ahead of the GRC
meetings to consider the key risks impacting the Group,

and any changes in the relevant pericd where sppropriate.

it also considers the separate risk reports for each Alternative
Investment Fund ("AIF") managed by the Group, incluging areas
such as portfolic compasition, portfolio valuation, cperational
updates and team changes, which are then considered by

the GRC.

Assurance over the robustness and effectiveness of the Group's
overarching risk management processes and compliance with
relevant policies is provided to the Audit and Compliance
Committee through the independent assessment by Internal
Audit and the work of Group Compliance on regulatory risks.

Assurance over the robustness of the Group's valuation policy
is provided by the Valuations Committee, whose report can
be found on pages 74 to 76.

In addition to the above, a number of other committees
contribute to the Group's overall risk governance structure,
as set out on page 45.

4é  3i Group Annual report and accounts 2017

Risk management framework
The Group's risk management framework is designed to suppert
the delivery of the Group's strategic cbjectives.

The key principles that underpin risk management in the
Group are:

the Board and the Executive Committee promote a culture in
which risks are identified, assessed and reported in an cpen,
transparent and objective manner;

the Investment Committee ensures a centralised process-led
approach to investment; and

the over-riding priority is to protect the Group's long-term
viability and reputation and produce sustainable, medium
to long-term cash-to-cash returns.

Managing the Groug's Environmental, Sccial and Governance
{("ESG") risks is central to how we do business and a key part
of our risk management framewark. It also forms part of cur
half-yearly portfolio company reviews as described in the
Valuations Committee repert on page 74.

In practice, the Group operates a “three lines of defence”
framework for managing and identifying risk. The first iine

of defence against outcomes outside our risk appetite is

the business function and the respective Managing Partners
across Private Equity and Infrastructure, and Debt Management
{until 3 March 2017).

Line management is supported by aversight and control
functions such as finance, human rescurces and legal which
constitute the second line of defence. The compliance
function is also in the second line of defence; its duties include
reviewing the effective operation of our processes in meeting
regulatory requirements.

Internal audit provides independent assurance over the operation
of controls and is the third line of defence. The internal zudit
programme includes the review of risk management

processes and recommendations to improve the internal

control environment.




Risk review process

The Group risk review process includes the monitoring of key
strategic and financial metrics considered to be indicators of

petential changes in the Group's risk profile. The review includes,

but is net limited to, the following reference data:

* Group and business line KPls;

» portfolia analysis;

* risk reports for managed AlFs; and
* guarterly Group risk log.

tn addition to the above, the GRC considers the impact of any
changes and developments to its risk profile, strategic delivery
and reputation quarterly.

The GRC uses the above to identify its principal risks. It then
evaluates the impact and likelihood of each risk, with reference
to associated measures and key performance indicators.

The adeguacy of the mitigation plans is then assessed and,

if necessary, additicnal actions are agreed and then reviewed
at the subsequent meeting.

A number of focus topics are also agreed in advance of each
meeting. In FY2017, the GRC covered the following:

* apreliminary analysis of the potential impact of the UK's
decision tc leave the EU on the Group;
* arefresh of the Group's risk review process and reporting;

» an update on ESG issues and themes, especially with respect
to its portfalio companies;

a review of the Group's stress tests to support its Internal
Capital Adequacy Assessment Process ("ICAAP”) and
Viability Statement;

areview of the Group’s IT framewacrk including cyber security;

the proposed risk disclosures in the 2017 Annual report and
accounts; and

an overview of the main risk management aspects
of the Group's remuneration and performance
management structures.

There were no significant changes to the Group's approach to

risk governance or its operation in FY2017 but we have continued
to refine our framework for risk management where appropriate,

inctuding further steps to monitor our investment in Action,

Further details on 3i's approach as a responsible investor are
available at www.3i.com.
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Financial review, Risk and Corporate responsibility

Principal risks and mitigations

Aligning risk to our strategic objectives

Review of principal risks

The disclosures on the foilowing pages are not an exhaustive
list of risks and uncertainties faced by the Group, but rather

a summary of those principal risks which are under active review
by the GRC and Board, and are believed to have the potential
to affect materizlly the achievernent of the Group's strategic
objectives and impact its financial performance, reputation

and brand integrity.

Although the business environment over the last 12 months has
been challenging, given the political and economic uncertainty
and volatile market conditions, there has been no significant
change to our risk management approach or risk appetite.

The sale of our Debt Management business, which completed on
3 March 2077, will allow the Group to focus on proprietary capital
investment, its advisory relationship with 3iN, as well as new fund
management initiatives in Infrastructure. The sale of the Debot
Management business has reduced the regulatory complexity

of the Group as it is no longer subject to the CRDIV regime,

The Group believes that its consistent strategy of focusing
on core sectors and geographies, its institutional process-
led approach to investment and strong culture will help it to
navigate what it expects will be another challenging year for
financial markets.

External

The external environment remains difficutt. There has been a
significant amount of uncertainty in the Eurozone and the wider
emerging markets economies, fuelled by a challenging global
macro-economic context and ongoing geo-poilitical tensions.
There has been a significant amount of uncertainty in the global
economy over the last year and in particular following the result
of the US election and the UK's referendum on its membership
of the EU. This has been shown by the significant volatility seen in
foreign exchange and quoted markets this year. Qur well-funded
balance sheet and diverse portfolio of international companies
position us well to address the wider implications of the EU
referendum as they unfold.

Notwithstanding this, large amounts of capital are focused on
Private Equity and Infrastructure which requires us to be diligent
and selective in our investment approach.

The Group is subject to a range of regulatory and tax reporting
requirements. In particular, as a multinational investment
company, the changes to the tax landscape require careful
manitoring as countries begin to consider and adopt the
recommendations made by the OECD's Base Erosion and Profit
Shifting ("BEPS”) project. The UK has been amaong the first to
adopt a number of the BEPS recommendations, including the tax
deductibility for corporate interest expense, the tax treatment
of hybrid instruments and country-by-country reporting.

The Group continues to monitor these tax developrments.
Whilst the increased reporting is expected to lead to an increase
in the Group's interaction with the tax autherities in the various
jurisdictions in which it operates, it is not currently expected

to lead to a significant change in the Group's overall tax profile.
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Managing these requirements is a priority and regular updates
are provided to the Executive Committee and the Board. To date,
whiist complex to interpret and implement, they have had limited
practical impact on 3i's ability to deliver its strategy.

Investment

Investment risks are those in respect of specific asset investment
decisions and the subsequent performance of an investment

or expasure concentrations across business line portfolios.

They could materially impact our ability to achieve our strategic
objectives. To mitigate these risks, we focus on Private Equity
and Infrastructure sectors and gecgraphies where our expertise
and network can drive significant cutperformance.

Our overarching objectives are to source attractive investment
opportunities at the right price and execute their investment
plans successfully.

The investment case presented at the outset includes the
expected benefit of operational improvements, growth

initiatives and M&A activity that will be driven by our investment
professionals tegether with the portfoiio company's management
team. It will alse include a view on the likely exit strategy

and timing.

The execution of this investment case is monitored through two
key review processes. Our monthly portfolio monitoring reviews
current performance against budget and prior year and a set

of traffic light indicators and KPls. Qur semi-arnual reviews focus
on the longer term plan for the investment together with any
strategic developments.

Finally, we recognise the need to plan and execute a successful
exit at the optimum time for the portfolio company’s development,
taking consideration of market conditions. This risk is closely
linked to the economic environment noted above. Exit plans are
refreshed where appropriate in the semi-annual portfolio reviews
and the divestment process is clearly defined and overseen by
the Investment Committee.

The investment Committee is involved in and approves every
step of the investment and realisation process.



in addition, there are a number of risks specific to each business
lire as follows:

Private Equity

Regular and robust portfolic monitoring procedures remain
critical given the volatile economic backdrop and as the
investrment portfolio becomes more concentrated. The Private
Equity partners’ detaited monthly portfolic monitoring meeting
is attended by the Group Chief Executive and the Group Finance
Director. in addition, the Valuations Committee reviews the
valuation assumptions of our more material assets quarterly.
Indiwidual portfolio company failures could have adverse
reputational consequences for the Group, even though the vaiue
impact may not be material. We review our internal processes
and investment decisions in light of actual cutcomes on an
ongoing basis.

Infrastructure

Infrastructure remains focused on investing selectively within

its target sectors and developing both organic and inorganic
growth opportunities. The infrastructure business was very active
in FY2016 and FY2017, where 3iN saw particularly strong levels of
investment, and a £385 million capital raise, in FY2017. In addition,
the team has launched three initiatives in Europe and North
America to broaden its coverage of the infrastructure sector

in areas of the market complementary to the core investment
focus of 3N, which remains the primary investment vehicle for
the business line. To mitigate ricks associatea with managing

this strong growth in 3iN and the wider infrastructure business,
the team has invested in its arigination and asset management
capability through new hires and internal promotions to Partner
and Director level in Eurcpe and an Infrastructure team in

the US, and has enhanced its finance, strategy and investor
relations teams. Further hires will be made in FY2018. We also
haold monthty portfolio monitoring meetings and bi-annual
investment reviews.

Operational

Following an external review of 3i's cyber security capabilities
and controls, the Group implemented a number of new
protection and detection tools. This, together with a major
upgrade to our IT infrastructure, has delivered a more rabust
cyber security framework.

The Board also received regular updates on ESG risks and
whether our investors' skill sets and business develcpment
capabilities could support the Group's strategic 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 plans (which include
contingencies against |oss of key staff). The last review was
conducted in September 2016.

Viability statement

The Directors have assessed 3i's viability over a three-year
period to March 2020. 3i conducts its strategic planning over
a five-year period; this statement is based on the first three
years, which provides more certainty over the forecasting
assumptions used. 3i's strategic plan, ICAAP and associated
principal risks (as set out on pages 50 to 53 of the Strategic
report) are the foundation of the Directors’ assessment.

The assessment is overseen by the Group Finance Director
and is subject to challenge by the GRC, review by the Audit
and Compliance Committee and the Board.

Our Group strategic plan projects the performance, net asset
value and liquidity of 3i over a five-year period and is presented
at the Directors’ annual strategy away day and updated
throughout the year as appropriate. At the strategy away day,
the Directors consider the strategy and opportunities for,

and threats to, each business line and the Group as a whole.
The outcome of those discussions is included in the next
iteration of the strategic plan which is then used to support

the viability assessment.

The Group's ICAAP and viahility testing considers multiple
severe, yet plausible, scenarios including a severe downside
economic scenario and the impact of a material single asset
event. The severe downside used in FY2017 assumes that the
global economy enters a severe recession; global equities
fall and long-term interest rates reach new lows. The material
single asset event considers the impact of a significant asset
experiencing a severe downturn in performance.

We project the amount of capital we need in the business to
cover our risks, including financial and operational risks, under
such stress scenarios. Qur analysis shows that, while there may
be a significant impact on the Group's reported performance
in the short term under these scenarios, the resilience and
quality of our balance sheet is such that solvency is maintained
and our business remains viable.

Taking the inputs from the strategic planning process,

the ICAAP and its stress scenarios, Directors reviewed an
assessment of the potential effects of 3i's principal risks on

its current portfolic and forecast investment and realisation
activity and the consequent impact on 3i's capital and liquidity.

Based on this assessment, the Directors have a reasonable
expectation that the Company and the Group will be able
to continue in operation and meet all their liabiiities as they
fall due up to at least March 2020.
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Financial review, Risk and Corporate responsibility

Principal risks and mitigations

continued

External

Key risk factors

Link to strategic objectives

Potential impact

Economic growth and investor
and market confidence

is vulnerable to ongoing
challenges, including
geo-political developments,

in the global economy

Grow investment
portfolic earnings

Realise investments with
good cash-te-cash returns

* Limited growth or reduction in NAV
owing to contraction of earnings in
our investments in Private Equity
or Infrastructure and/or changes
in multiples and discount rates used
for their valuations

Increases cavenant risks or limits ability
to refinance our investments

Impacts general market confidence and
risk appetite

Leads to reduced ME&A valumes,
economic instability and lower growth

Volatility in foreign exchange
and capital markets

Grow investment
portfolio earnings

Realise investments with
good cash-to-cash returns

Increase shareholder
distributions

Unhedged foreign exchange rate
mavements impact total return and NAYV

May impact portfolio performance

Increases risks with IPQ exit route and
bank financing

Potential for large equity market fall
to impact valuation

Competitive M&A markets and
high pricing in 3i‘s core sectors

Realise investments with
good cash-to-cash returns
Use our strong

kalance sheet

Increase shareholder
distributions

Reduced investment rates in Private
Equity and Infrastructure

Increased risk of overpaying which
impacts potential returns

Potential for higher cash realisations
on exits
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Risk management and mitigation

Movement in
risk status in FY2017

FY2017 outcome

* Regular portfolic company reviews and Investment
Committee focus on investment strategy, exit
processes and refinancing strategies

Monthly portfolio moritoring to address portfolio
issues promptly

Valuations Committee/Board monitoring
of valuations and application of policy

Reqular liquidity and currency monitoring
and strategic reviews of the balance sheet

Use of short-term hedging on investment entry
or exit on a case-by-case basis

L 3 4

GIR strong at 40% with impact from negative
macro-economic and geo-political uncertainty
on 3i and its portfolio companies limited by
robust performance in largest investments
and sterling weakness

Gearing remains nil and liguidity streng at £1.3bn

Implication of the UK's decision to leave the EU
reviewed at the Board, Executive Committee
and GRC

Active management of exit strategies by
Investrment Committee te enable us to adapt
to market conditions

Partfolio company review focus on investment
strategy, exit plans and refinancing strategies

Positive foreign exchange impact on NAV

Foreign exchange exposures at the portfolic
company level monitored and hedged
appropriately

Realised £154m from continued sales of quoted
stakes when the markets permitted and completed
the PO of Basic-Fit

Quoted asset exposure of 16%, with 12% being

3iN (16% TSR in the year)

Policy to adjust multiples to reflect longer-term
trends mitigated volatility in FY2017

« Strong central oversight and disciplined
approach to investment pipeline

* Active management of investments and
exit strategies by Investment Committee

Markets were supportive in the year and we
disposed of nine assets and three quoted stakes

Invested in three new Private Equity companies
and made a further investment in Q Holding

Advised 3iN on six new investments

Risk exposure
has decreased

Risk exposure

&=P Nasignificant change
has increased

inrisk exposure

3i Group Annual report and accounts 2017 §1

MBIAIBAQD

Aynb3 ajeary

ainpnJisesu|

Ay|iqisuodsas ayeiadion
PUB 3SiY 'MaIABI [RIDUBULY

23UeLIAADE)
ajesodion

SJUBLUBLELS
jeiueuy paypny

UGB} JBLD
PuE 01)0§1.104



Financial review, Risk and Corporate responsibility

Principal risks and mitigations

continued

Investment

Key risk factors

Link to strategic objectives

Potential impact

Investment rate or quality

is lower than expected due
to low M&A volumes or high
levels of uninvested capital
teading to high prices

Use aur strong
balance sheet
Inerease shareholder
distributions

* Impacts longer-term returns and capital
management and therefore ability to
deliver strategic plan

Reduces staff marale and confidence

Cost base may not be sustainable

Poor investment impacts Group's
reputation as an investor of proprietary
capital and an adviser to 3iN

Underperformance of
portfolio companies

Grow investment
portfolio eamings

Realise investments with
good cash-to-cash returns

increase shareholdar
distributions

Reduction in NAV and realisation
potential, impacting shareholder returns

« Higher value concentration in the
portfolic increases the potential
impact and profile of specific cases
of underperformance

Underperformance impacts reputation
as an investor of progrietary capital and
an adviser to 3iN

Operational

Key risk factors

Link to strategic objectives

Potential impact

Attract and retain key people

Realise investments with
good cash-to-cash returns

NMaintain an operating
cash profit

Increase shareholder
distributions.

® Potential to undermine investor/
sharehclder confidence

* Potential to delay execution
of strategic plan

New Infrastructure initiatives

Maintain an operating
cash profit

Use our strang
balance sheet

Increase shareholder
distributions

* Slower growth could impact operating
cash profit and potentially dilute
capital returns

s Distract from the 3iN advisory mandate
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Risk management and mitigation

Maovement in
risk status in FY2017

FY2017 outcome

* Regular monitoring of investment and divestrment
pipeline

Close oversight by management and early
involvement of Investment Committee when

key targets identified

Disciplined approach to sourcing investment
opportunities

Regular review of asset allocation

€«

¢ Substantial amounts of capital chasing yield but
made three new investments and one significant
further investment and also generated £982m of
proceeds in Private Equity

* Significant increase in origination activity in
Infrastructure with six new investments as well
as the launch of a new £700m infrastructure fund,
and the first close of an operational projects fund

Rigorous initial assessment of new investment

oppertunities ta maintain guality of cur investment

pipeline

Monthly portfolio manitoring to review operating
performance, identify weakness and opportunity
early and take action as appropriate

Additional manitoring of Acticn, including 3i Chief
Executive membership of the Action board

ESG and governance requirements and monitaring

\ 3x 4

3% of the assets valued on an earnings basis grew
their earnings over the last 12 menths
* Portfolio size continues to reduce which allows

for a more targeted approach to Responsibie
Investment/ESG risk evaluation

Accounting irreqularities and a liquidity shortfall
uncovered at Agent Provacateur The business was
entered into administration in March 2017

Risk management and mitigation

Movement in
risk status in FY2017

FY2017 outcome

¢ Annual Board review of succession planning

& Regular review of resourcing and key man
exposures as part of business line reviews
and the Portfolio Company Review process

<

» Organisational capability and succession plan
reviewed by the Board in September 2016

* Rigorous assessment of new opportunities

Regular business updates and monthly portfolio
monitoring

Additional recruitment to ensure no dilution

of our focus on the 3IN mandate

Induction and oversight of new hires

*

New

* Enhanced monthly portfalio monitoring
in Infrastructure

* Close oversight by Investrment Committee
of new initiatives

Risk exposure

&P Nosignificant change
has increased

m nsk exposure

Risk exposure
has decreased
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Financial review, Risk and Corporate responsibility

Corporate responsibility

3i is committed to achieving its strategic

and investment objectives while behaving
responsibly as an employer, as an investor
and as an international corporate citizen.

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

Our corporate responsibility strategy
is defined by three key priorities:

1. Recruit and develop a diverse pool
of talent

2. Invest responsibly

3. Embed responsible business practices
throughout the arganisation

This section aims to provide a brief summary
of our approach to corporate responsibility.

For more information, please see our Corporate
resporsibility report, available on cur website.

Further information on our approach to corperate
responsibility, including summaries of relevant pclicies,
can also be found on our website.

Image removed

Corporate
responsibility

report

aay 2017

Image removed

For more infarmation, visit
www.di.com/corporate-rasponsibility
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A responsible employer

Recruiting, retaining and developing our talent is one of our
maost impartant priorities. We work towards that objective by
communicating openly and consistently with our employees,
providing training and opportunities for career advancement,
rewarding our employees fairly and by encouraging employees
to give direct feedback to senior management. We are a
meritocracy and our employees are recruited, promoted

and rewarded on the basis of merit, ability and performance.

We recognise the importance of providing a supportive working
environment and of providing a healthy werk/ife balance for all
our employees. 3i has a suite of human resources policies and
procedures covering areas including recruitment, vetting and
performance management, equal opportunities and diversity,
family-friendly policies, medical insurance and health screening,
health and safety and flexible working, and appropriate processes
to monitor their application. Summaries of a number of these
policies can be found on our website.

Human rights

Whilst 3i does not have a formal human rights poiicy, our

palicies are consistent with internationally-proclaimed human
rights principles. We camply fully with applicable human rights
legislation in the countries in which we cperate, for example
covering areas such as freedom of association and the right to
collective bargaining, equal remuneration and protection against
discnimination. For all matters relating to human rights, we comply
with local laws, and if those laws provide lesser protection than
UK law, we apply the principles enshrined in UK taw. 3i is an equal
opportunities employer and has clear grievance and disciplinary
procedures, an employee assistance programme and an
independent, external “whistle blowing” hotline service,

We are committed to ensuring that the businesses we invest in
comply with all applicable laws in relation to their employees
{amongst other things) and, where appropriate, that they work
towards meeting relevant international standards {such as the
ILO Fundamental Conventions) where those are more stringent.
We also encourage our business partners and suppliers to adopt
the same standards with respect to human rights.




Equal opportunity and diversity

3i is fully committed to being an equal opportunities employer,
and is opposed to all forms of unlawful and unfair discrimination.
We believe that there are great benefits to be gained from having
a diverse and varied workforce. We do not set specific diversity
targets, but seek to ensure that our corporate culture and policies
create an inclusive work environment that helps to bring out the
bestin any qualified person.

3i's Equal Opportunities and Diversity policy establishes that all

3i employees (temporary and permanent), contract warkers and
job applicants are treated fairly and are offered equal cpportunity
in selection, training, career development, promoticn

and remuneration.

Achieving better gender diversity is important to 3i, and we
believe we are making good progress in that respect, within the
constraints imposed by being a small organisation with limited
staff turnover. At 31 March 2017, 3i had a total of 241 employees.
The breakdown by gender was as follows:

(number} Total Male Female
Al 3i employees P 142 99
3i Group Directors' 9 & 3
Senior managers® 38 28 10

* lncludes non-executrve Directars who are not 31 emoloyees

[+

“Seniar managers” excludes Simon Borrows and Julia Wison {wno are incluced as

D rectors of 31 Group ple) and ircludes 23 people who were directors of undertakings
ncluded in the censolidated Group accounts, of whom 19 were male and four were fermale
\We sold our Debt Management dimsion witn effect from 3 March 2017 The average number
of employees for FY2017 was 281,

[

The McGregor-Smith review on Race in the Workplace, published
on 28 February 2017, highlighted the under-employment and
under-promotion of people of Black or Minority Ethnic (“BME")
background in UK businesses and makes the case for more
inclusive organisations. The review noted that, while cne in

eight of the UK working age population in 2015 was from a BME
background, BME individuals made up anly 10% of the workforee
and held only 6% of top management positions. The review
contained a number of wide-ranging recommendations, including
one for listed companies and all businesses and public bodies
with more than 50 UK-based employees to publish a breakdown
of their UK-based employees by race and pay band, and to
publish aspirational targets and report against these annually.
These recommendations have not been made mandatory.

As at 31 March 2017, the representation of UK-based BME
employees as a percentage of total 3i employees was ahead
of the one in eight proportion of people of BME background
in the UK working age population, In addition, the proportion
of employees of BME background as at 31 March 2017 in mid
to higher salary brackets also exceeded ane in eight.

Employee engagement

We encourage a culture of open communication between our
employees and senior and executive management. We benefit
from being a small organisation, operating in a relatively flat
structure, with few hierarchies. The members of cur Executive
Committee have an open-doar policy and know mast employees
by name.

We promote and facilitate the ownership of 3i shares among
employees through variable compensation or share investment
plans. As a result, most of our empioyees are shareholders in the
Company and feel invested in the success of the arganisation.

We pride ourselves on the engagement and the sense of
ownership we have fostered over the years, which has resulted
in low unplanned turnover rates.

83% Participation in UK SIF? 10% Un-;;-lanned empleyee turnover rate’

Proportion of UK-basea employees who subscrbe to a Share Incentive Plan avalable
ta UK employees oniy

During the year, 3i sold its Debt Management business, whick employed approximately
50 ceople, to Investcorg, and closed its Stockhalm operations The impact of these
changes 1s excluded “rom the calculation of the employee turrover rate

N

Graduate training scheme

Our graduate recruitment scheme, designed to develop our next
generation of world-class investment professionals and business
leaders, was launched in 2015. We are a small organisation,
however we believe this programme is important in fostering

a distinctive 3i culture. Our first five graduate analysts joined us

in 2015, a further five joined us in September 2016 and & further
three will join us in September 2017 The top performers on

the programme are offered the opportunity to be fast-tracked
directly into our business.

A responsible investor

With fewer than 250 employees globally, as a company we have
a relatively small impact in terms of the environment and other
corparate respansibility issues. However, with assets under
management of approximately £10 billion we recognise that our
decisions as an investor potentially matter to a broad range of
people. We are, therefore, committed to investing responsibly
and believe that:

e the effective assessment of ESG matters has a positive effect
on the value of our investee companies and of 3i Group itself;

compliance with local laws and regulations may not be enougn
to meet global expectations, deliver value and enhance our
reputation and license to operate, and

it is vital that we seek to identify all material ESG risks and
opportunities through our due diligence at the paint we invest
and effectively manage those risks and opportunities during
the period of 3i's investrent.
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Financial review, Risk and Corporate responsibility

Corporate responsibility

continued

UNPRI

Since 2011 we have been signatories to the UN Principles
for Responsible Investment

Qur Responsible Investment policy

We have a clear and comprehensive Responsible Investment
{"RI") policy which is embedded into our investment and portfolio
maonitoring processes. In our experience, companies with high
ESG standards are typically better run, better at identifying and
managing their business risks and generate better earnings
growth. This policy sets out the businesses and activities in
which 3j will not invest, as well as minimum standards in relation
to ESG matters which we expect new portfclic companies to
meet, or to commit to meeting over a reasonable time period.
The policy applies to all our investments, irrespective of their
country or sector.

Our Rl policy has been integrated into our investment and
portfolic management processes and procedures and is
supported by detailed guidance notes, a global network of
specialist external advisers and dedicated internal resource.

3i commits to use its influence as an investor to promote
a commitment in our investee companies to:

* comply, as a minimum, with applicable local and internaticnai
laws and regulatians and, where apprapriate, relevant
international standards (such as the IFC Performance Standards
and the ILO Fundamental Conventions), where these are more
stringent than applicable laws;

* mitigate any adverse environmental and social impacts and
enhance positive effects on the environment, warkers and
relevant stakeholders; and

[ ]

uphold high standards of business integrity and good
corporate governance.

Far more information on our approach to Responsible Investing,
including a summary of aur Rasponsible lnvestment policy,
please visit www.3i.com.

A good corporate citizen

As a company, we strive to embed responsible business practices
throughout the organisation. Good corporate citizenship is
achieved not only by having robust policies and processes in
place, but also by promoting the right values and culture within
our organisation.

All employees are assessed annually against cur corporate
values and have a rasponsibility to be aware of, and abide
by, 3i's compliance, behaviour and environmental, ethical
and social policies and procedures. For more information on
our values, policies and processes, please see our Corporate
responsibility report.
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Governance

Good corporate governance is fundamental to 3i and its activities
and is critical to the delivery of value to our stakehalders. For full
details of our governance structure and processes, please see
the Corporate Governance section of this report.

Transparency

As a publicly-listed company, 3i operates within a framework

of formal legal and regulatory disclosure requirements as

well as meeting the high expectations for transparency of

our shareholders, fund investors, stalf and the media. We are
committed to communicating both our financial and non-financial
performance in a clear, open and comprehensive manner.

Anti-bribery and corruption

3i does not affer, pay or accept bribes and we anly work with third
parties whose standards of business integrity are substantively
consistent with ours. We expect the businesses we investin 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, in
particular, upholding high standards of business integrity, avoiding
corruption in all its forms and complying with applicable anti-
bribery, anti-fraud and anti-money laundering laws and regulations.

Modern slavery

3i published its slavery and human trafficking statement,
as required by section 54 of the Modern Slavery Act 2015,
in September 2016 and will update this statement by the
end of September 2017. 3i is committed to ensuring that:

* there is no slavery and human trafficking in any part of its
business or supply chains; and

® the companies in which it invests are similarly committed
to ensuring that there is na slavery or human trafficking in any
part of their business or supply chains.

During FY2016, we commissioned KPMG to conduct a review
of 30 portfolio companies (being those which are not directly
subject 1o the Modern Slavery Act themselves) based on public
records to identify whether any might have a higher risk of
exposure to siavery or human trafficking. This review found no
reports of, or references to, slavery in any of the 30 companies
reviewed. Cf these, 12 were identified as operating in countries
aor sectors with an inherently higher risk of exposure to slavery —
10 of these companies are In 3i's residual India/Asia portfalio.
We will carry out further work to better understand the potential
risks in relation to these companies.



Environmental impact

This section has been prepared in accordance with our regulatory
obligation to report greenhouse gas ("GHG") emissions pursuant
to Section 7 of the Companies Act 2004 {Strategic Report and
Directors’ Report) Regulations 2013.

During the year to 31 March 2017, our measured Scope 1 and 2
emissicns (location-based) totalled 959.8 1CQO,e. This comprised:

Scope Fr2017 FY201<§
1 1910 2524
2 Location-based 768.8 8542
2 Market-based’ 174.8 544 4

1 Emissions from the consumplion of electricity outside the UK and emissions fram
purchasec electricity are calculsted using the market-based approach us ng supplier-
specific emission factors are reported in tCQO: rather than tCCre due to the ava'lability
of emissian factors

This is equivalent to 3.4 tCOse per full-time equivalent employee,

based on an average of 281 employees during the year

(2016 4.0 +COse; 276 employees). Overall our Scope 1 and 2

emissions decreased by 13% in the year.

Our emissions have been verified to a reascnable level of
assurance by an external third party according to the
ISO 14064-3 standard.

We quantify and report our organisational GHG emissions in
alignment with the World Resources Institute's Greenhouse Gas
Protocol Corporate Accounting and Reporting Standard and in
alignment with the new Scope 2 Guidance, which is the most
significant update to the Corporate Standard since its inception.

We consalidate cur organisational boundary according to the
operational control approach, which includes all cur offices.

We have adopted a materiality threshold of 5% for GHG reporting
purposes. The GHG sources that constituted our operational
boundary for the year to 31 March 2017 are:

» Scope Tt natural gas combustion within boilers and fuel
combustion within leased vehicles; and

» Scope 2: purchased electricity and heat consumption for our
owh use.

In some cases, where data is missing, values have been estimated
using either extrapclation of avaitable data or data from the
previous year as a proxy.

The new Scope 2 Guidance requires that we quantify and report
Scope 2 emissions according to two different methodologies
("dual reporting”}: {) the location-based method, using average
emissions factors for the country in which the reported operations
take place; and (i) the market-based method, which uses the
actual emissions factors of the energy procured.

Whilst we have a very fow footprint on the environment, we are
committed to reducing it further. In our Londan office, where
approximately two-thirds of cur employees are based and
which accounts for 80% of our overall electricity consumption,
we purchase all of our electricity from 100% renewable sources.

Community

Success in our business relies on being able to recruit, motivate
and retain a talented group of professicnals, drawn from a diverse
and representative background. We believe that diverse teams
drawn from different sectors of society have a broader outlook
and are better equipped to originate attractive investment
opportunities and manage our portfolic. We therefore focus
our charitable activities on the disadvantaged, on young
peaple and on education, aiming to equip young pecple from
all backgrounds with the tools and opportunities to pursue a
successful career. The charities we partner with are supported
on the basis of their effectiveness and impact. We also support
staff giving and sponsorship through matching donations.

Qur charitable giving for the year to 31 March 2017 totalled
£288,000.

Further details of the charities we support are availabie in our
Corporate responsibility report.

External benchmarking

We believe that it is important to evidence our commitment

to operating responsibly and to show how we are performing.
Accordingly, we provide information to shareholders and other
interested stakehclders.

Sustainability indices

We have been a member of the Dow Jones Sustainability

Indices and of the FTSE4Good Index Series since 2001 and 2011
respectively. In addition, 3i became a member of the Ethibel
Sustainability Index (ESI) Excellence Europe in September 2016
and was reconfirmed as a constituent of that index in March 2017.

Logo removed Logo removed Logo removed

Carbon Disclosure Project

The Carbon Disclosure Project is an international, not-for-prefit
organisation previding a framework which enables businesses to
disclose their greenhouse emissions and other metrics voluntarily.
3i has been making annual submissions to the Carbon Disclosure
Project since 2006.

In 2016, 3i was the winner of the “"Mast improved” award for CDP
responders based in the UK, having improved its score from 24D
in 2015 to A- (Leadership) in 2016. !/-j

By order of the Board ™~ /
Ak
\ TN

14 -
For more information, please see ™. ‘
www.sustainability-indices.com
www.ftse.com/products/indices/FTSE4Good
www.forumethibel.arg/content/ethibel _
sustainability_index_axcellence_eurape.htmi

Simon Borrows
Chief Executive
17 May 2017
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Chairman'’s f
introduction
:?
. . 4
“ In an uncertain environment, é'
- - F-]
strong corporate governance is critical 3
to ensuring our long-term success. , ,
Image removed EY
E
L]
L - ________________________________________________________]
Good corporate governance is fundamental The Board is responsible to shareholders for the overall gg
h h 3 d b . managerment and oversight of the Group to ensure its g2
tothe way t .at I, an IT:.S Investee companies, long-term success. In particular, the Board is responsible iz
conduct business. Particularly in the current  for approving the Group's strategy, setting the Group's risk is
|atil . d litical . appetite, monitaring performance, and maintaining an effective ] -:'
volati e economlc ang palitica environment, system of risk management and internal controls. The Board is Fg
effective overSight of strategy, peop|e and also responsible for ensuring that the Group has the necessary F3
risk management are vital to the delivery of people, resources and structures to deliver the strategy. o
long-term, sustainable value to the Group's i3
stakeholders. The Board must also remain Signature removed i
responsive to the evolving regulatory
environment and changing societal Simon Thompson
expectations of business. arman
-
is
33
a0
23
&
27
£%
52
Y
EES
g.

Carporate governance statement

The Company seeks to comply with estaklished best practice in the field of carporate governance. The Board has adopted core values and global pohcies which set
out the behaviour expected of staff in their dealings with shareholders, customers, colleagues, suppliers and others who engage with the Company.

Throughout the year, the Company complied with the provisions of the UK Corporate Governance Code (the "Code”] published by the Financial Reporting Councid
In September 2014 which 1s available on the FRC website.
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Corporate Governance

Board of Directors
and Executive Committee

Board of Directors

image removed

Image removed

Image removed

Image removed

Simon Thompson
Chairman

Non-executive Director since

April 2015 and appointed Charrman
with effect from close of 2015

AGM Non-executive director

of Rio Tinto ple.

Previous experience

uUntil April 2017 Chairman of Tullow
Qil ple. Formerly an executive
director of Anglo American pic
and chairman of the Tarmac
Group. Non-executive director of
AngloGold Ashanti Ltd, Newmont
Mining Corporation and Sandvik
AB. Senicr Independent Director
of Amec Foster Wheeler ple.
Previous career in investment
banking with N M Rothschild

and 5.G. Warburg.

Simon Borraows
Chief Executive

Chief Executive since 2012, and
an Executive Director since he
jomed 3in 2011, Chairman of
the Group Risk Committae, the
Executive Committee and the
Group’s Investment Committee.
Member of the Supervisory Board
of Peer Holding 1 BV, the Dutch
halding company for the Group's
and EFV's investment in Action.
Also a non-executive director at
The British Land Company PLC.

Previous experience

Formerly Chairman of Greenhill & Co
International LLP, having previously
been Co-Chief Executive Officer of
Greenhill & Co, Inc. Before founding
the European aperations of
Greenhill & Coin 1998 he was

the Managing Director of Baring
Brothers International Limited.

Julia Wilson
Group Finance Director

Group Finance Director and
member of the Executive
Committee since 2008. A member
of the Group’s Investment
Committee since 2012, Joined 3i

in 2006 as Deputy Finance Director.
Also a non-executive director

at Legal & General Group Plc

Previous experience
Formerly Group Director of
Corporate Finance at Cable &
Wireless plc.

Jonathan Asquith
Deputy Chairman

Deputy Chairman since April 2015
and Senior Independent Director
since July 2014, Non-executive
Director since 2011, Chairman of
Citigroup Global Markets Limited
and a non-executive Director of
CiCap Limitegd, the parent company
of Coller Capital.

Previous experience

Formerly Chairman of AXA
Investment Managers. Non-
executive director of Ashmore
Group plcand Dexion Capital ple.
Director of Schroders pic from 2002
10 2008, during which time he was
Chief Financial Officer and later
Vice Chairman. Previously spent
18 years in investment banking
with Morgan Grenfell

and Deutsche Bank.

Image removed

Image removed

Image removed

David Hutchison
MNon-executive Director

Non-executive Director since
2013. Chief Executive of Social
Finance Limited.

Previous experience

Until 2009 Head of UK investment
Banking at Dresdner Kleinwort
Limited and a member of its Global
Banking Operating Committee
From 2012 to 2017, 3 non-executive
diractor of the Start-Up

Loans Company.

60 3i Group Annual repart and accounts 2017

Caroline Banszky
Non-executive Director

Non-executive Director since

July 2014

Previous experience

Formerly the Managing Director

of the Law Debenture Corporation
ple from 2002to 2016,

Chief Operating Officer of SVB
Holdings PLC, now Novae Group
ole, a Lloyd's listed integrated
vehicle, from 1997 to 2002.
Previously, Finance Directar of N M.
Rothschild & Seons Limited from 1995
to 1997, having joined the bank in
1981. She ariginally trained at what
is now KPMG.

Peter Grosch
Non-executive Director

Non-executive Directar since
November 2015 Deputy Chairman
of SLM Solutions AG as well as
being chairman of Euro-Diesel S.A.,
a 3i investee company

Previous experience

Formerly CEQ and President of
Diehl Aerospace and Defence
Systems, Executive Vice President
DaimlerChrysler Off-Highway and
Managing Director and Board
Member af MTU Friednchhafen
{now Rolls Royce Power Systemns).



Image removed

Martine Verluyten
Non-executive Director

Non-executive Director since 2012,
A non-executive director of Thomas
Cock Graup ple, STMicroelectronics
NV and Groupe Bruxelles Lambert.

Will retrre from the Board after the
AGMin june 2017

Previous experience

Farmerly Chief Financial Officer

af Umicore, a Brussels-based
listed materials technology group,
fraom 2004 to December 2011,
Before joining Umicore was Group
Controller and then Chief Financial
Officer of Mobustar

Image remaved

Stephen Daintith
Non-executive Director

Nan-executive Director since October
2016 Chief Financial Officer and an
executive director of Rolls-Royce
Holdings ple.

Previous experience

Formerly Finance Director of Daily
Mail and General Trust ple ("DMGT")
from January 2011 to Apri| 2017
Non-executive director at ZPG Plc.
Prier to joining DMGT he was Chief
Operating Officer and Chief Financial
Officer of Dow Jones and prior to
that Chief Financial Officer of News
International. He originally qualified
as a Chartered Accauntant with

Price Waterhouse (now part of PwC).

Executive Committee

Image removed

Image removed

—— —
Menno Antal Kevin Dunn

Managing Partner, General Counsel and

Private Equity Company Secretary

A member of the Executive
Committee and the Group's
Investment Committee since 2010
Member of the Supervisary Board
of Peer Holding | BV, the Dutch
hotding company for the Group's
and EFV's investment in Action.

Previous experience

Joined 3iin 2000 and Managing
Directar, Benelux, since 2003.

Prior to jaining 3i, spent 10 years at
Heineken in a range of international
managerial positions. Holds an
engineering degree from Delft
Univarsity and an MBA from IMD.

Responsible for 3i's legal, compliance,
internal audit, human resources

and company secretarial functicns.

A member of the Executive
Committee since joining 3i in 2007,

Previous experience

Prior to joining 3i, was a Senior
Managing Directar, running GE's
European Leveraged Finance
business after serving as European
General Counsel for GE. Prior to GE,
was a partner at the law firms Travers
Smith and Latham & Watkins.

Image removed

Image removed

-
Alan Giddins Phil White
Managing Partner, Managing Partner,
Private Equity Infrastructure

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

Previous experience

Joined 31 n 2005 Prior to joining

3i, spent 13 years in investment
banking, latterly as a Managing
Diractor at Saciété Généraie.
Qualified as a chartered accountant
with KPMG and has a degree

in econemics

A member of the Executive
Committee and the Group’s
Investment Committee since 2014

Previous experience

Joined 3i in 2007 Prior to jaining

3i, experience in infrastructure
investment, advisary and financng,
including roles at Macquaria,
WestLB and Barclays. Holds an MBA
from Londeon Business School.
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Corporate Goverhance

The role of the Board

Board and Committee structure

The Board is responsible for ensuring that there is 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 is to ensure that the right decisions are being
made with involvement from the right people.

The Board is assisted by various Principal Comemittees of the
Board which report to itregularly. The membership and activities

The Board reviews membership of these Committees regularly

and aims to ensure that undue reliance is not placed on particular
Directors. These Board Committees have clearly defined terms
of reference which are available at www.3i.com.

Day-to-day management of the Group is the responsibility of the
Chief Executive. To assist him in this role, the Chief Executive has
established a number of additional management Committees
which are outlined in the Risk section of the Strategic report

of the Audit and Compliance Committee, the Remuneration on page 43.

Committee, the Valuations Committee and the Nominations

Committee are described in their separate reports on pages

68 to 94.

Board composition

Composition Tenure Gender diversity
Executive 3-9years Male
Non-executive 1-3 years Female

Under 1 year

Graph removed

Division of responsibilities

Graph removed

Graph removed

Role of the Chairman !

Role of the Chief Execﬁtive

Role of non-executive Directors

Leads the Board in setting its agenda,
agreeing strategy, monitoring financial
and operational performance, and
establishing the Group's risk appetite
Organises the business of the Board,
ensuring its effectiveness, and maintains
an effective system of internai contrals.

Ensures that non-executive Directors
receive relevant and accurate information
to facilitate an open and effective
discussion. This includes ensuring that the
non-executive Directors receive regular
reports on shareholders’ views an the
Group.

Responsible for the compasition of

the Board and facilitates the effective
contribution of non-executive Directors
and constructive relationships between
Executive and non-exacutive Directors.

[

s Direct charge of the Group on a day-
" to-day basis and is accountable to the
Board for the financial and operational
performance of the Group.

Leads the Executive Committee to
develop and implement the Group's
strategy and manage nisk and the internal
control framework.

Chairs the Investment Committee to
review the acquisition, management and
disposal of investments.

Reports to the Board on financial

and operaticnal performance, nisk
management and progress in delivering
the strategic objectives.

Regularly engages with sharehoclders and
other key stakeholders on the Group's
activities and progress.

Scrutinise the performance of
management in meeting agreed
objectives and monitor the reporting
of performance.

Seelc assurance on the integrity of the
financial information and that financial i
controls and systems of risk management |
are robust and defensible. !

Determine appropriate levels of I
remuneration for Executive Directors ‘
and Executive Committee and have a |
prime role in appointing Directors and ;
in succession planning.

Constructively challenge and help

develop proposals on strateqgy; this

occurs at meetings of the Board, and in

particular at the annual review meeting to ‘

discuss ongoing strategy, the most recent ;

of which took place in December 2014.
|

I

The Board has a formal schedule of matters reserved to it and its duly authorised Committees for decision. This is descriced on
page 95. Matters delegated by the Board to management include implementation of the Board approved strategy, day-to-day
management and operation of the business, the appaintment and remuneration of staff below the Executive Committee and the
formulation and implementation of risk management policies and processes.

62
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How the Board operates

The Board and its Committees meet regularly, cperating
to an agreed timetable. Meetings are usually held in London.

Directors are expected to sttend all the regular scheduled
meetings of the Board and the Committees on which they serve,
and to devote encugh time to perform their duties. Before each
Board and Committee meeting, relevant reparts and papers,
including financial performance data and detailed updates on
the progress and implementation of the strategic plan where
appropriate, are circulated to Directors. The Board is able to
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 principal matters considered by the Board during the year
{in addition to matters formally reserved to the Board) included:

* The Group's strategic plan, related KPls and annual budget;

Regular reports fram the Chief Executive;
Sale of the Group's Debt Management business;

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

Regular reports from the Board's Committees;

* Remuneration and pension matters including remuneration
philosophy and strategy;

* The recommendations of the Valuations Committee
on valuations of investments;

& The Annual report and accounts, Half-yearly report
and quarterly performance updates;

* Dividend policy and dividends;

® Reports on regulatory matters including significant
regulation affecting the Group;

* Review of balance sheet strategy:
» Organisational capability and succession plans; and
* Increase in the valuation of Actior in June 2016.

Reports and papers are circulated to the Directors in a timely
manner in preparation for Board and Committee meetings.
These papers are supplemented by information specifically
requested by the Directors from time to time.

Attendance at Board and Committee meetings

The table betow shows the number of full meetings of the Board
and its Committees attended by Directors during the year to

31 March 2017 and, in brackets, the number of such meetings
they were eligible to attend. In addition to these meetings

a number of additional ad hoc meetings were held to deal

with specific itemns as they arose.

The Chairman is not a member of the Audit and Compliance
Committee but attends in order to keep abreast of
its discussions.

Audit and
Compliance Nommnations Remuneration Valuations
Board Committee Committee Committee Committes
Total meetings held o 7 o 6 3 7 4
Number attended:
S R Thompson 7 33 44)
S A Barrows H7) A4(4)
J 5 Wilson HN 4(4)
J P Asqurth 7 6{6) 33 7(7)
C J Banszky 77 6{6) 33) 7(7)
S W Daintith' 4(4) 3(3) 1 2(2)
P Grosch N 3(3) 4(4)
D AMHuichison W 3(3) 7{7) 4(4)
M G Verluyten &(7) 5(6) 2(3 o)

* Appointea | Octobar 2016,
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Corporate Governance

The role of the Board

continued

Composition of the Board

The Nominations Committee is responsible for reviewing the
composition of the Beard and making recommendations for
appointments to the Board. The Committee considers the
balance of skills, experience and knowledge needed in orger

to enhance the Board and support the Company in the execution
of its strategy. Details of the work undertaken by the Committee

are set out on page 68.

Appointment and re-election of Directors

The Nominations Committee is responsible for leading the
process of appointing new directors to the Board. Subject to
the Company's Articles of Association, the Companies Acts and

satisfactory performance evaluation, non-executive Directors are
appointed for an initial three-year term. Before the third and sixth

anniversaries of first appointment, the Director discusses with
the Board whether it is appropriate for a further three-year term
to be served.

Under the Company’s Articles of Association, the minimum
number of Directors is two and the maximum is 20, unless
otherwise determined by the Company by ordinary resclution.

Directors are appoainted by ordinary resolution of shareholders or

by the Board. The Company's Articles of Association provide 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 AGMs but did not retire at either of them,
they held non-executive office for a continuous period of nine
years or mare at the date of that AGM, or they choose to retire
from office. Shareholders can remove any Director by special
resolution and appoint anather person to be a Director in their
place by ordinary resolution. Shareholders can also remove

any Director by ordinary resolution of which special notice has
been given.

Subject 1o the Company’s Articles of Association, retiring
Directors are eligible for reappointment. The office of Director
is vacated if the Director resigns, becomes bankrupt or is
prohibited by law from being a Director or where the Board

so resolves following the Director suffering from ill-health

ar being absent from Board meetings for 12 months without
the Board's permission.

In accordance with the UK Corperate Governance Code

("the Code"), all Directors are subject to reappointment every
year. Accordingly, at the AGM to be held on 29 June 2017, all
the Directors will retire from office. All the Directors are eligible
for and {save for Ms M G Verluyten who will step down from the
Board at the end of the AGM) seek reappaintment. The Board's
recommendation for the reappointment of Directors is set out
in the 2017 Notice of AGM.
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Directors

Directors’ biographical details are set out on pages 60 and 61.
The Board currently comprises the Chairman, six non-executive
Directors and two Executive Directors. Mr S R Thampson,

Mr J P Asquith, Ms C J Banszky, Mr S A Borrows, Mr P Grosch,
Mr D A M Hutchison, Ms M G Verluyten and Mrs J S Wilson
served as Directors throughout the year under review.

Mr S W Daintith was appointed as a non-executive Director

on 1 Octoler 2016

Mr J P Asquith served as Senior Independent Director (*SID”)
throughout the year. The SID supports the Chairman and
meets with him regularly. He is also available to the Company's
shareholders in relation to any concerns that they may not have
been able to resoive through the channels of Chairman, Chief
Executive or Group Finance Director, or where the shareholder
considers these channels are inappropriate.

In addition to fulfilling their legal responsikilities as Directors,
nan-executive Directors are expected ta bring an independent
judgement to bear on issues 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 62. Non-executive Directors are expected
to make available sufficient time to meet the requirements of the
appointment. The average time commitment is expected to be
around 15 days a year together with additional time for serving
on the Board’s Committees.

The Board's discussions, and its approval of the Group's strategic
plan and annual budget, provide the non-executive Directors
with the opportunity to contribute to and validate management's
plans and assist in the development of strategy. The non-
executive Directors receive regular management accounts,
reports and information which enable them to scrutinise

the Company's and management’s performance against

agreed objectives.



Directors’ independence

All the non-executive Directors {other than the Chairman (who
was independent on appointment) and Mr P Grosch) were
considered by the Board to be independent for the purposes
of the Code in the year to 31 March 2017. Mr P Grosch is not
considered independent because of his links with the Group's
Private Equity business including his position as chairman of
Euro-Diesel, a company in which the Group is invested.

The Board reviews nan-executive Director independence at
least annually, having regard to the potential relevance and
materiality of a Director’s interests and relationships. Other than
for Mr P Grosch, no Director was materially interested in any
contract or arrangement subsisting during or at the end of the
financiat period that was significant in relation to the business

of the Company. Mr P Grosch receives director’s fees fram and
is a shareholder in Euro-Diesel, a company in which the Group
is invested.

Training and advice

The Company has a training policy which provides a framework
within which training for Directors is planned with the objective

of ensuring Directors understand the duties and responsibilities

of being a director of a listed company. All Directors are required.

to keep their skills up to date and maintain their familiarity 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 cpoortunities
for non-executive Directors to obtain a thorough 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 Company has procedures for Directors to take independent
legal or other professional advice in relation to the performance
of their duties. In addition, Directors have access to the

advice and services of the General Counsel and Company
Secretary, who advises the Board, through the Chairman,

on governance matters.

Performance and evaluation

During the year, the Board conducted its annual evaluation of

its own performance and that of its committees and individual
Directors. The evaluation had been externally facilitated in the
previous year by Lintstock Limited. On this occasion, the process
was conducted internally by the Chairman with support fram
Lintstock Limited. The Chairman held one-to-one interviews
with Directors informed by the resuits of a questionnaire
prepared by Lintstock Limited which was completed by all Board
members and the Company Secretary. He reported the results
of the evaluation to the Board and proposed an action plan for
discussion and agreement. Overall, the evaluation concluded that
the Board continued to perform well, but some areas for further
improvement were identified and agreed. It also identified for
further Board attention matters seen as the top strategic issues
to be faced over the next three to five years.

The topics covered by the evaluation included:

consideration of Board compaosition;

Board dynamics;

time management and Board suppoert;

the performance of the Board's Committees;

the Board's strategic and operational oversight;

risk management and internal control;

succession planning and human resources management; and

pricrities for change.

During the review Directors identified areas for further
broadening of the Board's expertise through recruitment as
opportunities arise. Priorities for the Board for the coming year
were agreed. Areas requiring greater time for Board discussion
and areas for additional Board reporting were also agreed.

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.

A succession and contingency plan for executive leadership

is prepared by management and reviewed periodically by the
Board. The purpose of this plan is to identify suitable candidates
for succession to key senior management positions, agree their
training and development needs, and ensure the necessary
human rescurces are in place for the Company to meet

its objectives.
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Corporate Governance

The role of the Board

continued

Risk management and internal control

The Board has overall responsibility for risk management and
internal control, including for the determination of the nature
and extent of the principal risks it is willing tc take to achieve

its strategic objectives and for ensuring that an appropriate
culture has been embedded throughout the organisation.

Risk management and internal control systems cannot eliminate
all risks but itis the role of the Board to ensure such systems are
robust and effective and take account of such risks. In addition
such systems are designed ta manage rather than eliminate the
risk of failure to achieve business cbjectives and can provide
anly reasonable and not absolute 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 Committees
for decision, the Board aims to maintain full and effective

control over appropriate strategic, financial, operationat and
compliance issues.

The Board has put in place an arganisational structure with
clearly defined lines of responsibility and delegation of autherity.
The Board considers and approves a strategic plan and budget
on an annual basis and receives regular updates. In addition,
there are established procedures and processes for planning and
controlling expenditure and the making of investments. There are
also information and reporting systems for monitering the
Group's businesses and their performance.

The Group Risk Committee is 2 management committee formed
by the Chief Executive and its purpose is to identify and assess
the principal risks faced by the business, in the context of the
Group's risk appetite, and oversee the mitigation or management
of those risks. This process was in place for the year to 31 March
2017 and up to the date of this report. Details of the risk
management framework can be found in the Risk section

of the Strategic report on pages 44 to 53,

The overall risk management and internal control pracess is
regularly reviewed by the Board and the Audit and Compliance
Committee and complies with the Guidance on Risk
Management, Internal Control and Related Financial and Business
Reporting issued by the Financial Reporting Council. The Audit
and Compliance Committee performed its annual review of the
system's effectiveness and reported its conclusions to the Board.
The process has been in place for the year under review and up
to the date of approval of this Annuat report and accounts 2017,
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Financial reporting

In the context of the Group's internal control and risk
management systems, there are specific processes in place
in relation to Financial Reporting, including:

* comprehensive system of key control and oversight processes,
including regular reconciliations, line manager reviews and
systerns’ access controls;

-

updates for consideration by the Audit and Comgliance
Committee of accounting developments, including draft and
new accounting standards and legislation;

a separate Valuations Committee which considers the Group's
investment valuation palicies, application and outcome;
approval of the Group's budget by the Board and a
comprehensive system of financial reporting to the Board,
based on the annual budget with monthly reporting of actual
results, analysis of variances, scrutiny of key performance
indicators and regular re-forecasting;

reports from Internal Audit on matters relevant to the financial
reporting process, including periodic assessments of internal
controls, processes and fraud risk;

independent updates and reports from the external Auditor on
accounting developments, application of accounting standards,
key accounting judgements and cbservations on systems

and controls;

appointment of experienced and professicnal staff, both by
recruitment and promation, of the necessary calibre to fulfil
their allotted responsibilities; and

appropriate Board oversight of external reporting.



Relations with shareholders

Approach to Investor Relations

The Board recognises the impertance 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 performance. The Chief Executive and the Group
Finance Director meet with the Company’s principal shareholders
to discuss relevant issues as they arise. The Chairman is
available to maintain a dialogue with shareholders on strategy,
corporate governance and Directors’ remuneration as required.
Non-executive Directors are invited to attend the Company's
presentations to analysts and are offered the cpportunity to
meet sharehclders.

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 investors. Any significant
concern raised by shareholders in relation to the Group is also
communicated to the Board. in addition, research reports
published by investment banks on 3i are circulated to the Board
on a regular basis.

The Board also recsives periodic feedback from existing
shareholders and potential investors through 3i's corporate
brokers, Bank of America Merrill Lynch and Barclays.

Investor Relations programme

Meetings with principal shareholders

The Executive Directars meet with the Group's principal
shareholders on a twice yearly basis, following the publication

of annual and half-yearly results and as required during the year.
The Chairman and Senior Independent Director are also available
to meet with shareholders as required. The Investor Relations
team also manages a programme of engagement with smaller
shareholders, implemented through regular presentations

and meetings.

Meetings with potential investors

During the year, the Executive Directors and the Investor Relations
tearn held regular meetings with potential investors internationally
to communicate the strategy and performance of 3i.

Annual and half-yearly results presentations

The Executive Directors present the annual and half-yearly
results to institutional investors and analysts. These presentations
are webcast live on 3i's website, and the on-demand webcast
remaing available on the website for a period of 12 months.

Capital markets day

The 2016 capital markets day, held in June, consisted of a
presentation to significant shareholders and analysts by senior

3i executives and the management team of Action, the largest
investment by value in our Private Equity portfolio. This event
was held in London. The presentation was focused on the Action
business model and strategy and on Action's recent financial
performance. The presentation materials used on the day were
made available on 3i's website to enable those investors and
analysts that could not attend to access the infermation 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 their institutional investor base. These included conferences
organised by Morgan Stanley, Société Générale, KBW, Bank of
America Merrill Lynch, JPMorgan Cazenove and Citi.

Individual investors

Individual investors are encouraged to engage with the Group
and provide feedback through the Investor Relations team and
the Company Secretary, whose contact details are available on
the website.

Website

3i's website provides a brief description of 3i's history, current
operations and strategy, as well as an archive of over 10 years of
news and historical financial information on the Group and details
of forthcoming events for shareholders and analysts. Annual and
half-yearly results presentaticns are also webcast live and
on-demand on 3i's website,

Annual General Meeting

The Company also uses its AGM as an opportunity to
comrnunicate with its shareholders. At the Meeting, business
presentations are generally made by the Chairman and the
Chief Executive. The Chairmen of the Remuneration, Audit

and Compliance, and Nominations Committees are generally
available to answer shareholders’ questions. Business ta be
discussed at the meeting is notified to shareholders in advance
through the Notice of Meeting and covers matters such as the
annual election of Directors, the appointment of the Auditor and
the dividend declaration. During the meeting, shareholders are
also asked to approve the financial statements and reports of the
Directors and the Auditor. [n addition, shareholders are asked to
approve the Directors’ remuneration report. The 2016 Notice of
AGM was dispatched to shareholders not less than 20 working
days before the Meeting. At that Meeting, voting on each
resclution was taken on a poll and the poll results were made
available on the Company’s website.
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Corporate Governance

Nominations
Committee report

‘ ‘ The Nominations Committee has a

vital role to play in ensuring the Board has
the right balance of skills and experience

to lead the Company. 59

Membership during the year

Name Membevship status

Simon Thompson Member since April 2015 and

Chairman since June 2015
Member since March 2011
Member since July 2014
Member since October 2016
Member since November 2015

Jonathan Asguith
Caroline Banszky
Stephen Daintith
Peter Grosch
David Hutchison
Martine Verluyten

Member since November 2013
Member since January 2012

Luring the year, the Nominations Committee held three
meetings. Attendance of members at those meetings is shown
in the table on page 63.

The principal role of the Committee is to ensure that the Board
has the requisite skills and experignce to enable the Group to
deliver its current and future strategic objectives. To this end,
the Committee regularly reviews the balance and composition
of the Board, and develops appropriate succession plans,
including contingency plans.

The Company has a formal, rigorous and transparent process for

the appointment of Directors, with the objective of identifying the

skills and experience required of new Directors, and identifying
and appraising suitable candidates. In the case of non-executive
Directors, the appraisal includes an assessment of whether
potential candidates have sufficient time available to fulfil their
roles. Specialist recruitment consultants assist the Committee
with this process. The Committee’s recommendations for
appointment are put to the full Board for approval.
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Image removed

During the year, the Committee considered a number of
candidates for appointment as non-executive Director and
recommended to the Board the appointment of Stephen
Daintith, who was subsequently appointed as a Director on
1 October 2016.

Further to the publication of the Davies Report on Women on
Boards, and Code Provision B.2.4, the Board strongly supports
the principle of boardroom diversity, of which gender is one
important aspect. The Board's aim is to have a diverse Board
in terms of gender, industry experience, skills and educational
background, and nationality. The Beard makes appointments
on merit and against objective criteria. External search
consultancies engaged by the Caompany are instructed to put
forward for all Board positions a diversity of candidates including
female candidates. External search consultants engaged by
the Committee during the year were The Zygos Partnership.
The Zygos Partnership had no other connections with the
Company during the year.

By order of the Board

Simon Thompson
Chairman, Nominations Committee
17 May 2017



Audit and Compliance
Committee report

€€ The Audit and Compliance

Committee’s priorities in FY2017 were
to maintain the strength of 3i's internal
control environment as well as the integrity

of its financial reporting. 55

Membership during the year

Name Membershi;; status

Caroline Banszky Member since July 2014
{Chairman) Chairman since January 2015
Jonathan Asquith Member since March 2011
Stephen Daintith Member since Cctober 2016
Martine Verluyten Member since November 2015

The Committee is composed of independent non-executive
Directors, with recent and relevant financial experience.

In particular, the Board is satisfied that the Chairman has the
recent and relevant financial experience as outlined in the
Financial Reporting Council’s Corporate Governance Code.
Further detail on each non-executive Director’s experience
can be found in the Directors’ biographies on pages 60 and é1.

The Committee schedules six meetings per annum and four
of the meetings are coordinated with 3i's external reporting
timetable. The attendance of memlbers at meetings is shown
in the table on page 43.

Image remaved

Invitations to attend the meetings are regularly extended to

the Group Chief Executive, Group Finance Director, Group
General Counsel, Group Financial Controller, the Head of Internal
Audit, the Head of Compliance and the external Auditor, Ernst

& Young LLP. Invitations are given to other members of senior
management including the Head of Tax and Head of IT as
appropriate. The Chairman of the Committee meets the majority
of these individuals separately during the course of the year.

During the year, the Committee held private discussions with
each of the Group Finance Director, the Head of Internal Audit,
the Head of Compliance, and the external Auditer in the absence
of management.

Caroline Banszky
Chairman, Audit and Compliance Cornmittee
17 May 2017
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Corporate Governance

Audit and Compliance
Committee report

continued

What the Committee reviewed in FY2017

During the year the Committee's activities included the following:

. Financial reporting i | Internal control and | External audit | | Risk reviews
i i | risk management ‘ i
* Annual and half-year reports | * Review of 3i's system = Confirmation of the external | * Valuation reports and i
= Quarterly performance of control and risk Auditor’s independeance } : recommending the
updates \ management ! » Policy and approval for : mvestment partfolio
= Key accounting judgements ‘ * External and internal audit | non-audit fees | valuation to_ the Board
and estimates . reports Lo The FY2017 Audit plan, * Regular reviews of
* Update on Alternative i = Review of the viability i | including significant audit compliance with regulatory
Paerformance Measures statement ' risks {being the valuation of rules .
! Developments in financial ; * External quality assessment the unquoted investment | * Annual report on taxation
reporting ; of Internal Audit . portfolio and the calculation | | « Litigation
* Reviewing the Annual ' * {pdate an cyber security ! of csrrled |nt?re5;}_tafs welt i = ligudity and going concern
report to ensure that i * Update on $AQ regime | ?St € ared o au_t! ())CUS I * Update on BEPS and |
it is fair, balanced and . | revenue recagnition, . Country by Country
understandable - i * Audit results report | reporting
. « Auditor performance and '
| ‘ ’ effectiveness
| ! ) - |
in additian to the areas of significant accounting judgement Taxation

and monitoring the effectiveness of 3i's risk management,
the Committee particularly focused on a number of topics:

Alternative Performance Measures {APMs)

Since the implementation of IFRS 10 in FY2014, 3i has presented
its results under its non-GAAP Investment basis as well as
preparing IFRS financial statements. However, the investment
basis contains APMs and is itself an APM. Management prepared
a repert for the Committee which reviewed the rationale and
presentation of the Group’s APMs. This review considered

the guidelines issued by the European Securities and Markets
Authority ("ESMA") in the year and the Group's compliance with
them. In addition, the Committee also reviewed the rationale
for the changes in the calculation of operating cash profit and
Assets under Management (AUM).

Upcoming changes in IFRS

The Committee considered future changes to accounting
standards (in particular, IFRS 15 Revenue from Contracts with
Customers, IFRS 9 Financial Instruments and IFRS 16 Leases).
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The Committee receives an annual update on the Group's
taxation status as well as a more general update from the Head
of Tax on the status of current and upcoming legislative and
regulatory changes. This year's report covered the potential
mpact of a number of tax transparency initiatives that have come
inte force, the current disclosure provided on the Group’s website
as well as the FRC's thematic review on tax disclosures,

Disposal of the Debt Management business

The Committee reviewed management papers on the
discontinued operations disclosure and the profit on disposal.

Going concern and viability

The Directors are required to make a statement in the Annual
report as to 3i's long-term viability. The Committee provides
advice to the Board on the form and content of the statement,
including the underlying assumptions. At year end, the
Committee evaluated a report from management setting out
its view of 3i's long-term viability and content of the proposed
Viability Statement. This report was based on the Group's
five-year strategic plan and covered forecasts for investments and
realisations, liquidity and leverage, including forecast outcormes
of the stress test of the plan and forecast capital and liquidity
performance against an assessment of the Group’s risk profile.
The three year period was chosen as it provided more certainty
on the Group's performance.

Taking into account the assessment of the Group's stress testing
results and its risk appetite statement {as disclosed on page 44,
the Committee agreed to recommend the viakility statement and
three-year viability period to the Board for approval.



Areas of accounting judgement and control focus

The Committee pays particular attention to matters it considers
to be important by virtue of therr size, complexity, level of
judgement and potential impact on the financial statements
and wider business model.

Significant areas of accounting and control focus considered
by the Committee are detailed in the table below, alongside
the actions taken by the Committee (with appropriate input,
guidance and challenge from the external Auditor} to address
these issues/judgements.

Area of significant attention

What the Committee reviewed and concluded

Valuation of the Proprietary Capital investment portfolio

The most material area of judgement in the financial staternents, and
noted as a significant risk by the external Auditor, relates to the
valuation of the unquoted Proprietary Capital investment portfoiia,
which at 31 March 2017 was £4,782 million, or 82% of net assets, under
the Investment basis.

In recognition of the impartance of this area the Board has a separate
Valuations Committee to review the valuations policy, process and
application to individual investments. This Committee provides
quarterly reports to the Commuttee and the Board.

On behalf of the Board, the Comrmittee examined qguarterly reports
from the Chairman of the Valuations Committee and the Group Finance
Director, with particular focus on the assumptions supporting the
unquoted asset investments, any valuation uncertainties and the
proposed disclosure in the financial statements.

The 2017 Annual Report includes a separate report from the Valuations
Committee. The detail on the key valuation considerations and the
review and chailenge undertaken in the year is included in the
Valuations Commitiee Report on page 74 to 76.

Carried interest payable and receivable

The valuation of the Proprietary Capital portfcho is a primary input
nto the carried interest payable and receivable balances, which are
determined by reference to the valuation at 31 March 2017,

During the year, we went through the hurdle to reccgnise carried
interest receivable from EFY on an accounting basis. We are also
through the hurdle to pay carried interest payable to investment teams
on 3i's proprietary capital invested.

Internal Audit reviews carry plan distributions made to plan participants
before the payments are made and summaries of the work done are
included in updates to the Committee,

The Committee reviewed the carried interest payable and receivable
as part of the overall summary prepared by management to support
the 2017 Annual report and accounts.

Fair, balanced and understandable and the presentation of 3i's results

Under the UK Corparate Governance Code the Board should establish
arrangements to ensure the Annual report presents a fair, balanced and
understandable assessment of the Group's position and prospects.

The Group prepares the non-GAAP Investment basis financial
statements to ensure that its resufts remained understandable.

The Committee reviewed the Half-yearly and full year financial
statements as well as the Quarterly Performance Updates with
management, focusing on the integrity and clarity of disclosure

and to ultimately enable the Board to provide the fair, balanced and
understandable confirmation to shareholders in the 2077 Annual report,

A report summarising the considerations for the 2017 Annual report was
reviewed by the Committee in advance of the year end and a summary
of the detailed procedures undertaken was prepared alongside the 2017
Annual report.

Cagnisant of the ESMA guidelines on APMs as well as the FRC's thematic
review, the Committee reviewed a detalled paper from management on
the Group's APMs which include the Investment basis.

The external Auditor also confirmed that the inclusion of the Investment
basis remained cansistent with the prior year.
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Corporate Governance

Audit and Compliance
Committee report

continued

Risk and internal control reviews

The Committee is responsible on behalf of the Board for
overseeing the effectiveness of the Group's risk management and
internal control systems. [t monitors the activities of the Group
Risk Committee (“GRC"), the risk management processes in
place and the activities of the Internal Audit function, including its
reporting on the effectiveness of contrals, the use of the Group's
whistleblowing facility and compliance with the UK Bribery Act.

A report summarising each quarterly GRC meeting, along with
the risk report considered, is provided to the Committee for
review and discussion. The risk repart details the principal risks,
which are derived from the Group Risk process, along with
commentary on how the exposure to these risks has moved in
the quarter. The Committee also monitors Internal Audit activity
quarterly, covering change management and other areas of
identified higher risk.

The Director, Internal Audit prepares a report on the internal
controls for presentation to the Committes. The review
documents the components of the internal control framework
and highlights the key developments in the year. A commentary
on the operation of the internal control framework over the year is
also independently prepared by Internal Audit. The effectiveness
of such controls is reviewed by Internal Audit annually, sither
through dedicated procedures or in the course of other Internal
Audit reviews over the course of the year. Group Compliance
carries out desk-based monitoring, business unit and

thematic reviews in relation to compliance policies and other
regulatory matters.

The Group maintains a framework of controls related to key
financial processes, including the preparation of consolidated
financizal statements, and management of the associated risks.
The Group's control policies and procedures, which are in
accordance with the Financial Reporting Council's Guidance
on risk management, internal control and related financial and
business reporting has been in place throughout the financial
year and up to the date on which this report was approved.
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Internal audit

The Committee continued to monitor the scope, activity, and
resources of the Group's internal audit function including whether
the current operating model remained effective and concluded
that it remained appropriate.

During the year the Committee approved the annua! internal
audit plan. It also received a report from the Director, Internal
Audit at each meeting summarising the audits concluded in the
periad and updates on outstanding agreed actions from previous
reports. The Director, internal Audit meets the Committee
privately as well as meeting regularly with the Audit Committee
Chairman throughout the year.

The Committee Chairman engaged an external provider in
FY2017 to carry out an external quality assessment review of 3i's
internal audit function. They noted that 3i generally conforms to
The Institute of Internal Auditors Standards; the highest rating
available for an internal audit activity.

External audit

Ernst & Young LLP has been the Group's statutory external
Auditor since before the Group was listed on the Landon Stock
Exchange in 1994. The Committee assesses the independence
and objectivity, qualifications and effectiveness of Ernst & Young
LLP on an annual basis. The Committee alse concludes on
whether to recommend the reappointment of Ernst & Young LLP
as Auditor to the Board.

The total audit fee for the year was £1.9 million (2016: £2.0 million).
The Committee is satisfied that this fee is appropriate.

The Committee oversees the Group's policy on the provision

of non-audit services by the external Auditor,



Auditor independence

The Group has a policy for setting out what non-audit services
can be purchased from the firm appointed as external

Auditor. The aim of the policy is to support and safeguard

the abjectivity and independence of the external Auditor

and to comply with the FRC's Ethical Standards for auditors
(“Ethical Standards”) as updated in June 2016. It alsc ensures
that where fees for approved non-audit services are greater
than a pre-determined limit, they are subject to the Committee
Chairman's prior approval.

The Pclicy permits certain non-audit services to be purchased,
following approval, when the Committee continues to see
benefits for the Group in engaging Ernst & Young LLP.
Examples of this include:

* Work that is closely related to the external audit;
e A detailed understanding of the Groug is required;

» Ernst & Young LLP is able to provide a higher quality and/or
better value service than other potential providers.

The key principle of our policy is that permission to engage

the external Auditor will always be refused when a threat to
independence and/or objectivity is perceived. The Committee
Chairman is asked to approve all assignments to be allocated to
Ernst & Young LLP over the defined limit, other than those related
to due diligence undertaken as part of the Group's investment
process. Appointments in relation to the investment process
are independent of the audit team and are reviewed separately
by the Investment Committee. Ernst & Young LLP inform the
Group of all due diligence engagements before they accept
them and all material due diligence commitments are reported
to the Committee Chairman.

Ernst & Young LLP has reviewed its own independence in line
with these criteria and its own ethical guideline standards.

This inciudes due diligence processes undertaken within the
Group's investment activities. Ernst & Young LLP has confirmed
to the Committee that following its review it is satisfied

that it has acted in accordance with relevant regulatory and
professional requirements.

Details of the non-audit fees paid to the Auditor are disclosed in
Note 6 to the financial statements. The Committee concluded
that all of these fees fell within its criteria for engaging Ernst

& Young LLP and does not believe they pose a threat to the
Auditor's independence or objectivity.

Assessing external audit effectiveness

The Committee reviews the effectiveness of Ernst & Young LLP
through the use of questionnaires completed by management,
by considering the extent of their contribution at its meetings
throughout the course of the year, and in one-to-one meetings.
The Committee Chairman met Ernst & Young LLP's Head of Audit
Quality for UK Financial services and their Head of Assurance for
UK Financial services to discuss their approach to audit quality
and what assurance had been taken in connection with their
audit of 3i.

The FY2017 evaluation also reviewed the quality of the audit
process, the use of Ernst & Young LLP's valuation practice

to support the audit of the portfolio valuations, the technical
knowledge of the team and the staff turnover within the
Ernst & Young LLP audit team and the Committee concluded
that the audit was effective.

Audit tender

As noted in the FY2014 report, the Committee reviewed its audit
tender timetable and delayed the tender until no tater than 2020.
The scale of the current engagements across the Group and its
portfolio companies with the firms that may participate in any
tender, as well as the complexities around how the rules would
apply to private equity investment, meant that the Committee
concluded that it would be appropriate to use the full transitional
arrangements in relation to auditor rotation, as outlined by the
Financial Reporting Council. The Committee currently expects
that Ernst & Young LLP will be retained until 2020. The lead audit
partner was replaced in 2014 to provide continuity until 2020,
when mandatory rotation will be required. 3i is in compliance
with the requirements of The Statutory Audit Services for Large
Companies Market Investigation (Mandatory Use of Competitive
Tender Processes and Audit Committee Responsibilities) Order
2014, in the year ended 31 March 2017,

By order of the Board

C J Banszky
Chairman, Audit and Compiiance Committee
17 May 2017

Further information on the Audit and Compliance Committee's
terms of reference can be found on our wehsite www.3i.com
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Corporate Governance

Valuations
Committee report

1 A robust valuations process is fundamental
to the integrity of the Group's financial

reporting. The Committee plays an important
role in providing the Board with assurance
that the valuation process is solid and

independently challenged. 53

Membership during the year

Name Membership status
David Hutchison Chairman and member since December 2013
{Chairman)

Member since June 2015
Member since October 2016
Member since January 2076

Sirnon Thompson
Stephen Daintith
Peter Grosch
Martine Verluyten Member since December 2013
Member since May 2012

Member since December 2008

Simon Borrows
Julia Wilson

The Valuations Cormmittee reports to the Audit and Compliance
Committee and the Board on the valuation of the Group's
investment assets. It reviews and challenges the assumptions
behind management’s proposed asset valuation.

The Committee’s activity is principally focused on the Private
Equity investments as a high level of judgement is required

to value the unquoted portfelio. As in previous years, the
Committee devoted less time to Infrastructure due to the fact
that its principal investment during FY2017 was its shareholding
in 3i Infrastructure plc which is quoted. The Committee
actively reviewed the value of the assets in the Group’s Debt
Management business until its disposal completed on 3 March
2017 and will continue to review the valuation of the remaining
pasitions until they are sotd.

The Comniittee is responsible for keeping the Group's valuation
peolicy under review and recommending any changes to the
policy to the Audit and Compliance Committee and the Beard.
The policy is reviewed at least annually with the last update

in January 2017. The Group's valuation policy is based on the
International Private Equity and Valuation ("IPEV") guidelines
which set aut recommended practice for fair valuing unqueoted
investments within the IFRS framework and incorporates
references to AIFMD where appropriate.
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Overview of the valuation process
during the year

The Group's valuation pracess remained substantially unchanged
in FY2017. The Committee met four times, coinciding with the
Group's external reporting obligations, and received a detailed
report from the Group Finance Director at each meeting
recornmending the proposed valuation of the Group's investment
portfolio. This report highlighted the main drivers of value
moverment analysed between performance, multiple movemernts
and other factors. At each meeting the Committee also reviewed
selected assets for detailed discussion; examples of such assets
covered during the year included Action, Scandlines, Christ,
Weener Plastic, Audley Travel, ATESTEO, Agent Provocateur

and ACR. Where relevant, the Committee also received updates
on significant issues such as the first review of the impact of the
UK's decision to leave the EU on our LK assets.

in advance of the full-year and half-year reporting, management
hold individual portfolioc company reviews with the respective
investment teams. Non-executive Directors, including members
of the Valuations Committee, attended a significant proportion
of the meetings held in September 2016 and March 2017 and
were represented at all of the top five Private Equity portfolio
company review meetings.

Meetings are open to all Directors and attended by other
members of the Executive Committee as required, the Group
Financial Controller and the external Auditor. The Committee
Chairman meets the Group Finance Director and Group
Financial Controller in advance of each meeting to discuss

the key valuation assumptions and will also meet members

of Investment Committee on an ad hoc basis. In addition, the
Cammittee Chairman met privately with the external Auditar

in advance of each meeting to discuss the output of their review
and towards the end of the year ta discuss their approach to the
year-end audit.




Qutside of the regular quarterly valuation process, the Board
approved a material revaluation of Action, which was announced
on 30 June 2014, as a result of third-party interest in the
investment and its continued growth and financial trajectory.

The Cornmittee Chairman and other Committee members
reviewed and discussed the valuation proposal with management
ahead of its approval by the Board.

FY2017 update

External audit

As part of its external audit, Ernst & Young LLF reviews the
proposed investment portfolic valuation to determine that

the valuation policy is being camplied with and that there

is consistent application and support for the underlying
assumptions. As part of their year-end audit, and to support their
opinion on the Financial statements as a whole, Ernst & Young
LLP’s specialist valuations team review a selection of Private
Equity investments to provide assurance on their overall audit
conclusion on the appropriateness of 3i's portfolio valuation.

More information on our valuation methadology, including definitions and ratiorale, is included in the Portfolio valuation

— an explanation section on pages 158 and 159.

The Committee focused on the following significant issues in the year:

Area of judgament

What the Committee did

Private Equity
Earnings and multiple assumptions

The majority (78%) of the portfolio 1s valued using a multiple of
earnings. This requires judgement as the earnings of the portfalic
company may be adjusted sc that they are considered “maintainabie”.

There is also a significant degree of judgement in selecting the
appropriate set of comparable quoted companies to determine the
appropriate multiple to generate an enterprise value. Multiples are
selected by reference tc quoted cormparable companies, M&A
fransactions and input in certain cases from corporate finance advisers.
We also take into account growth profile, geographic location, business
mix, degree of diversification and leverage/refinancing risk. The multiple
implied by the quoted comparables may be adjusted if, in certain cases,
the longer-term view {cycle or exit plan) supports the use of a different
multiple. This has been a particularly important exercise in light of

the increased volatility experienced in the quoted equity markets

over the period under review,

Farnings data is recerved monthly from Private Equity portfolio
companies and monitored closely by management, Actual earnings
may then be adjusted in management’s proposed valuations, for
example, to reflect a full year's trading of an acquired business,
removing profit from discontinued activities, any forecast uncertainty
or to exclude exceptional transaction costs. Material adjustments are
highlighted to the Committee in the quarterly report for review and
approval, including the use of March 2017 run-rate earnings for the
Action valuation.

Management continued ta adjust a sigmficant propartion of multiples
used if the longer term view (of the exit or multiple) supports the use
of a different multiple. Notable changes in multiples in a quarter are
presentad to the Committee and adjustments are reviewed by the
Commttee at each meeting.

Imminent sale assets

At any point in time it is likely that a number of potential exit

processes from the portfolio are underway. Judgement is applied by
management as to the likely eventual exit proceeds 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; in other
cases the switch may occur on signing. However, as a general rule an
asset moves to an imminent sale basis only when a process is materially
complete and the remaining risks are estimated to be small, given the
armount of completion risk around unquoted equity transactions.

Assets that are within active sales processes are reviewed by the
Committee including details such as the timeline to potential
comgpletion, the number and make-up of bidders for investments,
execution and due diligence risks and regulatory or competition
clearance.issues. Management progose a treatment for each asset
which the Committee reviews.

Although not an area of valuation judgement, the Committee actively
reviews the results of the back-testing that management prepares on
assets disposed in each guarter to reconcile the price achieved with the
carrying value at the last balance sheet date. This acts as a hindsight
test of the fair value applied to assets in the quarters up to disposal.

Assets valued using a DCF basis

For assets valued using DCF techniques the key valuation judgements
relate to fonger-term assumptions that drive the underlying business
plan and cash flows and the decision on the appropriate discount rates.

Material assumptions znd changes to these assumptions are reviewed
by the Committee. This may include third-party support if available.
Sensiivity to assumptions is also noted.

Discount rates are selected by management with reference to market
transactions, weighted average cost of capital calculations and other
public data. Any matenal changes are reviewed by the Committee and
external advice is sought from time to time.
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Corporate Governance

Valuations
Committee report

continued

As part of its challenge and review process, the Committee:

¢ considered the management information provided to
support the Committee's review of the valuations, including
managemeant's responses to any challenges raised by the
Committee members cr the external Auditor;

® sought assurance from the external Auditor as to whether and
how they had considered each of these areas; and

= reviewed the consistency of the views of management and
the external Auditor.

The Committee was satisfied that the application of the policy
and process was appropriate during the applicable period,
and recommended the portfolic valuation to the Audit and
Compiiance Committee and the Board at each quarter end
for approval by the Board.

Portfolio trends

At least annually the Committee Chairman and management
cenduct a review of the valuation outcomes in the portfolio
over the preceding three years. The Committee Chairman and
Group Finance Director reported to the Board in May 2017 on
the key observations.

By order of the Board

2 A M Hutchison
Chairman, Valuations Committee
17 May 2017

Further infarmation on the Valuation Committee’s terms
of reference can be found on cur website www._3i.com
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Directors’ remuneration report

“ Our remuneration framework ensures

alignment with shareholders’ interests and
rewards the achievement of our strategic

objectives. , 5

Statement by the Remuneration
Committee Chairman

As Remuneration Committee Chairman, | am pleased to
introduce the Directors' remuneration report for the financial
year 1 April 2016 to 31 March 2817 ("the year™) and to provide
some details of the background against which the Committee's
decisions have been taken in the year. References to “FY2018"
relate to the financial year T April 2017 to 31 March 2018.

This year's report contains two sections, being the annual report
on remuneration and a new proposed Directors’ remuneration
policy which wilf be presented for appraval at the 2017 AGM.

Performance in the year

! am pleased to report that this has been another successful
year for the Company with management delivering strong
results across the board which are reflected in the Committee's
decisions concerning the Executive Directors’ remuneration.
These decisians are underpinned by a balanced scorecard

of both financial and strategic measures agreed by the
Committee in May 2016. While the facts driving cur assessment
of performance against that balanced scorecard are available
elsewhere in this Annual report, we have summarised them here
for ease of reference.

In addition to driving the excellent performance recorded

in Private Equity and Infrastructure in FY2017, the team also
executed the successful sale of the Debt Management business
to Investcorp half way through the year in accordance with the
agreed strategy. As noted below, the Committee adjusted the
threshald and target metrics for eperating cash profit

and Investment to take account of the timing of this sale.

Portfolio return

Exceptional performance of the Private Equity portfolio, as well
as very strong returns from the Infrastructure portfolio, generated
a gross investment return of £1,755 million (2014: £1,051 million)

or 40% of opening portfolic value. This was an outstanding
performance against target and industry benchmarks. This year,
93% of our portfolio companies by value grew their earnings in
FY2017, while 3iN’s investnent return of 9 4% was at the upper

Image removed

end of its 8% to 10% target range. Weighted annualised TSR
on our investment in 3iN, including the rights issue, was 16%
for the year.

Investment

Investment levels within our Private Equity business increased
through the year, while still maintaining a disciplined and
selective approach to new investments, resulting in £409 million
being deployed through three new investments in Schlemmer,
BoConcept and Ponroy Santé, as well as a further £62 million
investment in Q Holding. The Infrastructure business advised
3iN on the acquisiticn of £479 million of investments. They also
announced a £700 million fund for both 3i Group and third
parties to purchase assets from the Eiser Global infrastructure
Fund. The Committee set a business as usual target for new
fund launches in the Debt Management CLO business at the
beginning of the year but this was remaoved in the light of the
Board's decision to sell the business.

Operating profit

Annual operating cash profits remained positive at £33 million
in FY2017 (2016: £37 million) despite a reduction of £9 million,
resulting from the timing of the sale of the Debt Management
business, reflecting the budgeted cash income from that area
in the second half of the year. Operating cash profits were
supported by the performance of the Debt Management
business in the first half, combined with strong fee and
dividend income from the Infrastructure business and good
dividend and interest income from the Private Equity portfalio.
QOperating expenses, including Debt Management, decreased
oy 3% from £134 million in FY2016 to £130 million in FY2017.

Strategy and people

The principal strategic achievement of the year was the
successful disposal of the Debt Management business,

which was accomplished at a good price in a controlled and
disciplined process by the in-house team without the need for
an external adviser. Meanwhile, we continued to strengthen
our investment capabilities through new hires and talent
management in both remaining businesses.
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Corporate Governance

Directors’ remuneration

continued

The proposed Remuneration policy
and FY2018 implementation

The current Remuneration policy was approved at the 2014
AGM, which means that the Company is required to submit its
policy for the next binding vote at the 2017 AGM. QOver the three
years in which the existing policy has operated, management
have delivered exceptional returns for shareholders. In absolute
terms, management have delivered total shareholder returns

to 31 March 2017 of just under 104%, corresponding to 26.8%
compound per annum. In relative terms, this performance puts
3iin the 4th percentile of the FTSE 250 and the 97th percentile
of the FTSE 100.

Over the same period, the bonus opportunity for the Executive
Directors has remained capped, growing by 3% per annum.
Across the annual bonus and LTIP, 80% of awards have been
delivered in the form of deferred shares and the appreciation

of these shares prior to vesting has been a significant component
in total remuneration for the Executive Directors at no additional
cost to the Company (see chart).

The Remuneration Committee believes that total shareholder
return (“TSR") continues to be an appropriate metric for
measuring longer-term performance in an investment business
such as 3i. The Committee has reviewed the suitability of the
vesting prafile of the absolute TSR metric in light of the economic
environment and the need to ensure that Executives do not take
excessive risk. We have concluded that the 10% to 18% range
remains a demanding test of medium-term performance.

The Remuneration Committee believes that the existing policy
has been demanstrably effective in aligning Executive Directors’
interests with those of sharehclders and therefore no material
changes to the existing policy are proposed at thistime.

The overall remureration framework and incentive levels wiil
remain the same. However, taking into account feedback from
our investors and current best market practice, the shareholder
requirement for the Group Finance Director has been increased
to 200% of base salary.

Chief Executive's single figure remuneration

report

Changes in the year

During the year, the Committee considered the structure of

the Executive Directors’ remuneration and concluded that

the existing relatively fow fevel of base salary, coupled with

a substantial variable element, is one that allows the Committee
more flexibility to align annual remuneration to the Company's
performance in this highly competitive sector. Neither of the
Executive Directors is entitled to participate in the Group's
carried interest schemes.

During FY2017, 3i has worked to ensure that it continues to
comply with changes in regulation. The Group must comply with
the Alternative Investment Fund Managers Directive ("AIFMD"),
which requires the Company to deliver variable remuneration to
certain staff in a particular form. The two Executive Directors are
considered to be AIFMD Identified Staff, and as such, 60% of their
annual bonuses will be delivered in deferred 3i Group plc shares
which vest in equal instalments over four years. The remaining
40% will be delivered half in cash bonus and half in 3i Group plc
shares which are subject to a six-month retention period.

The Committee reviewed the level of disclosure it makes through
the annual performance metrics and the impact on remuneration.
The FY2017 scorecard, which the Committee uses as a prompt
and guide to judgement of performance, has been improved
with half of the scorecard being linked to quantitative measures
{Portfolio returns and Operating performance). As shown

on page 80, these metrics have been set with threshold and
maximurm levels.

The Committee remains committed to maintaining a remuneration
framewark which rewards progress in meeting the Group's
strategic objectives. We will also continue te monitor and comply
with relevant guidelines and regulatory changes.

Jonathan Asquith
Chairman, Remuneration Committee
17 May 2017

Graph removed
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The Annual report of remuneration (Implementation report)

During FY2017, we continued to operate under the remuneration policy approved at the 2014 AGM, which can be found on our

website at www,3i.com.

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

FY2017 FY2016
Salary/ Annual Salary/ Annual

£'000 fees Benefits Pension Bonus LTIP Total fees Benefits Pension  Bonus LTIP Total
S A Borrows 597 14 16 2284 4,633 7,544 579 15 16 2,159 3,052 5,821
J 5 Wilson 434 17 46 1,01 2,106 3,614 421 18 44 902 1,387 2772
S Thompson 295 - - - - 295 239 - - - - 239
Sir Adrian Montague - - - - - - 70 - - - - 70
J P Asquith 131 - - - - 13 122 — - - - 122
C J Banszky 108 - - - - 108 103 - - - - 103
AR Cox - - - - - - 50 - - - - 50
S W Daintith 42 — - - - 42 - - - — _ -
P Grosch 250 - - - - 250 69 - - - - &9
D A M Hutchison 99 - - - - 79 1 - - - - 1
M G Verluyten 87 - - - - 87 74 - - - - 74

share awards.

These supplements were in line with pension contributions for the Group's employees generally.

Mr Borrows and Mrs Wilson received salary supplements in lieu of pension contributions of £16k and £46k respectively

Benefits include a car allowance, provision of health insurance and, for Mrs Wilson, the value of the Share Incentive Plan matching

Annual bonus awards made in respect of the year are delivered as 60% payable in 3i Group plc shares deferred far four years, and
the remaining 40% being half as a cash payment immediately and half as 3i Group plc shares which are subject to a six-month

retention period. All annual bonus awards are subject to the malus/dawback policy. Those shares deferred for four years are released
in four equal annual instalments over the four years commencing June 2018 and all share awards carry the right to receive dividends

and other distributicns.

the Law Debenture Corporatian p.l.c., which releasec her to serve as a non-executive Director (FY2016: £103k).

as Chairman.

{Mr Borrows £120k, Mrs Wilson £4%9k}.

The values shown in the LTIP represent the performance shares vesting from the 2014 LTIP, together with the value of accrued

In the case of Ms Banszky, the sum shown for FY2017 includes an amount of £6% (including VAT) paid to her then principal employer,
In the case of Mr P Grosch, the sum shown inctudes €200k of fees paid to him by Euro-Diesel (a 3i portfolio company) for his role

In addition to the table above, dividends or dividend equivalents on unvested deferred share awards were paid during the year

dividends on those shares. The shares have been valued using the 31 March 2017 closing share price (749.5 pence). Further detail

is provided on page 81.

The fees shown for the non-executive Directors include fees used to purchase shares in the Company.

In addition to the fees shown above, Mr Borrows retained directors’ fees of £75k from The British Land Company PLC, and
Mrs Wilson retained directors’ fees of £105k from Legal and General Group pic.
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Corporate Governance

Directors’ remuneration report

continued

FY2017 performance

Formulaic performance measures (50% of total)

Area of strategic focus - Weighting ~ Metric B Threshold Maxirmum Performance Payout

Portfolio returns 40%  Gross investrment return 10% 20% 36% 100%
(% of opening portfolio value) (35% ex. DM)

Operating performance 10%  Operating cash profit £5m £31m' £33m 100%

1 in FY2017, the Group completed the successful sale of the Debt Management business Trus results in the loss of the Dabt Maragement’s fee income and portfoho income conmburians
n the second half of the year. As aresult, the amount of operating cash orofit required far maximum award has been reduced by £9 million to £31 million Lo reflect “he sale of the Debt
Management busiress

Qualitative performance measures (50% of total)

Area of
strategic focus Weighting Metric ] Target/Expectation  Performance  Comments
Portfolio returns  10% Private Equity pertfolio T 10% 23% Very strong realisations and operational
earnings growth performance from the underlying PE pertfolio
driven by growth in Action and other key assets.
3iN total retumn T 10% 4% 3iN's investment return at the upper end of
o i its 8%—10% target. -
Investment 30% New capital invested in E €500mto  €583m Higher investment levels in Private Eguity
Private Equity €750m than FY201é (£365 millian) while still retaining
a disaiplined and selective approach
to new investments.
New 3iN capital committed E n/a* £479m A strong ievel of new 3iN investment
in Care/PPP commitments in FY2017 exceeding expectations
{FY2016: £193 miltion).
) Debt Management E n/a* n/a N/a as business fine sold.
Strategy and 10% Achievernent of strategy and people targets s measured Successful sale of the DM business, creating
people against a balanced scorecard of objectives set by the a higher return proprietary capital platform
Remuneration Committee focused on the complementary Private Equity

and Infrastructure businesses.

Consistent positive feadback from shareholders
who continue to be supportive of the Group’s
performance and strategy.

Continued development of the Infrastructure
business to deepen team capability and broaden
the platform with announcement of expansion into
Narth America.

Develcpment, retention and succession plans
for the Group's key talent and leadership team
in place and progressing according to plan.

Two-year extension ta November 2018 obtained
for Eurofund V.

T =Target E - Expectatian
* These expectations are not disclosed as they are commercially sensitrve

Consistent with last year, the Board set expectations rather than targets for some metrics. This is because the timing of acguisitions
and disposals is highly sensitive 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. Adjusting for the timing
of the sale of the Dabt Management business, the expectations the Board set for realisations and investment were met or exceeded
in each case.

In light of the achievements detailed above, and the exceptional performance of the Group in the year, the Committee awarded

Mr Borrows a banus in respect of FY2017 of £2,283,800 (being 95% of his maximum bonus opportunity), and awarded Mrs Wilson

a bonus in respect of FY2017 of £1,010,770 (being 92.5% of her maximum bonus opportunity). In each case, 20% of the award will be
paid in cash immediately, 20% will be delivered as shares with a retention period of six months and the remaining 60% will be deferred
into the Company’s shares vesting in equal instalments over four years. Annual bonus awards are subject to the malus/cdlawback policy.
The differential between the Executive Directors’ bonus percentages reflects the wider contribution of Mr Borrows to strategic and
investrment outcomes.

»
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Share awards vesting in 2017 subject to performance conditions

2014 Long-term incentive award

The long-term incentive awards granted in June 2014 to Mr Borrows and Mrs Wilsen were subject to performance conditions based on
absolute and relative Total Shareholder Return over the three financial years to 31 March 2017. The table below shows the achievernent
against these conditions and the resulting proportion of the awards which will vest in June 2017.

Weighting Threshold - Maximum - Actual
Total Shareholder Return Measure %  Performance %vesting  Parformance % wvesting  Performance % vesting
Absolute Total Shareholder Return 50% 10% p.a. 20% 8% pa  100% 26.8% 100%
Relative Total Sharehoider Return Upper Above
{as measured against the FTSE 250 Index) 50% Median 25% quartile 100% upper guartiie 100%

The table below shows the grants made to each Executive Director on 30 June 2014 at a share price of 387.7 pence and the resulting
number of shares that will vest due to the achievement against the performance targets as set out above. The value of the shares
vesting has been included in the single figure table using the 31 March 2017 closing share price of 749.5p.

Number
of shares Value of share
awarded vesting at
Face value at 387.7p Number of 749.5p per
Basis of award at grant at grant per share % vestung shares vesting share
SABorrows Face value award of 4 times base salary of £550k £2,200k 567,449 100% 567,449 £4,253k
J S Wilson Face value award of 2.5 times base salary of £400k £1,000k 257931 100% 257931 £1933k

The proportion of the award vesting will be released 50% in June 2017, 25% in June 2018 and 25% in June 2019 together with the value
of dividends that would have been received during the period from grant to the release date.

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 2016 and the year to 31 March 2017.

o Salary Benefits Bonus
Chief Executive 3% 0% 6%
All other employees 6% 0% 10%
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Corporate Governance

Directors’ remuneration report

continued

Details of share awards granted in the year

LTIP

Performance share awards were granted to the two Executive Directors during the year as shown in the table below.

Description of award

Face value

A performanceisj;avr-eibased award, which releases shares, subject to satisfying the performa;ge conditions,
50% on the third anniversary of grant and 25% on the fourth and fifth anniversaries.

Chief Executive — 400% of salary, being 451,708 shares.
Group Finance Director - 250% of salary, being 205,322 shares.

The share price used to make the award was the average mid-market closing price over the five working
days starting with the day of the announcement of the 2016 annual results (516.7p).

Performance period

1 Apri 2016 to 31 March 2019

Performance targets

50% of the award is based on absolute TSR measured over the performance period, and vests
* 0% vesting below 10% p.a TSR;

* 20% vesting at 10% p.a. TSR;

» Straight-line vesting between 10% and 18% p.a. TSR; and

* 100% vesting at 18% p a. T3R.

50% of the award is based on relative TSR measured against the FTSE 350 Index over the performance period,
and vests:

« (% vesting for below median performance against the index;

* 25% vesting for median performance against the index;

* 100% vesting for upper quartile performance against the index; and

e Straight-line vesting between median and upper quartile performance.

Remuneration Committee
discretion

The Committee can reduce any award which would otherwise vest iIf gross debt or gearing targets are missed.

Deferred bonuses awarded in FY2017

The two Executive Directors are considered to be AIFMD ldentified Staff and, as such, 60% of their annual bonuses will be delivered

in 3i Group plc shares deferred for four years (and which vest one quarter per annum over those four years). The remaining 40% will be
delivered half as a cash bonus and halfin 3i Group plc shares which are subject to a six-month retention period. The foilowing awards
were made on 4 June 2016 in respect of FY2016 performance:

20% of FY20156 delivered as shares

50% of FY2016 bonus deferred for four years

subject to a six-month retention perod

Nurmber of shares Number of shares
awarded at awarded at
Face value at grant 516.70 per share Vestm‘g_ Face value at grant 316.7p per share Released
S A Borrows £1,296,359 250,698 Four equal 431,786 83,546 At the expiry
1S Wilson £541,059 104,714 instalments £180,353 34904  ofthe six-month
annually from retention period
1 June 2017

These face values were reported in the FY2014 single 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 working days starting with the date of the announcement
of the Company's results for the year ended 31 March 2016 (14 May 20716 to 20 May 2016), which was 516.7 pence. These awards are
not subject to further performance conditions.
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Share Incentive Plan

During the year Mrs Wilson participated in the HMRC approved Share Incentive Plan which allowed employees to invest up to £150 per
month from pre-tax salary in ordinary shares (“partnership shares”). For each partnership share, the Company grants two free ordinary
shares ("matching shares”) which are normally forfeited if employment ceases within three years of grant. Dividends are reinvested in
further ordinary shares (“dividend shares").

During the year Mrs Wilson purchased 292 partnership shares, and received 584 matching shares and 564 dividend shares at prices
ranging between £4.83 and £7.26 per share, with an average price of £6.28.

Pension arrangements

Mr Borrows and Mrs Wilson receive pension benefits on the same basis as other employees of the Company. During the year they
received salary supplements in lieu of pension of £16k and f46k respectively.

Payments to past Directors

Mr Queen, who resigned as Chief Executive on 16 May 2012, retained interests in arrangements relating to his previous roles

as Managing Partner, Infrastructure and Managing Partner, Growth Capital. During the year he received payments under those
arrangements totalling £184k together with a return of a capital commitment of €8%9k. It is anticipated that he will receive a further
payments during 2017 of £335k and €102k from these arrangements.

Payments for loss of office
No payments to Directors for loss of office have been made in the year

Statement of Directors’ shareholding and share interests

The Company’s share ownership and retention policy reqguires Executive Directars to build up over time, and thereafter maintain,

a sharehoiding in the Company's shares equivalent to at least 3.0 times gross salary in the case of the Chief Executive and 2.0 times
gross salary for the Group Finance Director. In addition, shareholding targets have been introduced for other members of Executive
Committee at the 1.5 times their gross salary levels and for partners in the Group's businesses at 1.0 times their gross salaries.

Details of Directors’ interests (including interest of their connected persons) in the Company's shares as at 31 March 2017 are shown
below. The share price on 31 March 2017 was £7.495.

Current

Owned Deferred Subject ta Shareholding shareholding

- outright' shares performance? requirement (% salary)
S A Borrows® 1,777,499 1,622,556 870,476 300% 14,688%
J S Wilson® 432,554 721,134 395,671 200% 742%

Sharas owned outright

S Thompson? ' 45,457
J P Asquith? 43,001
C Banszky* G995
5 Daintith? 1,241
P Grosch? 4,249
D Hutchison? 599464
M G Verluyten? 24,000

The skare interests shown far Mrs Wilsan include shares held in the 31 Group Share Incentive Plan. The owned cutnignt column includes partnersnip and dividend shares under the SIP.
Tre aeferred shares column incluges matching shares under the SIP

r

The number of shares skown includes the 2014 Perfartnance Share award The performance target nas been met with 100% of the shares being released as described or page 81
Directors are restricted from hedging ther exposure to the 31 shara price.

From 1 April 2017 to * May 2017, Mrs Wilson became mterested i 2 further 19 shares averall outright (SIP Partnership Shares) and a further 38 deferred shares (SIP Matching Shares)
There were no other changes to Drectors’ share interasts in that period

P
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Carpoarate Governance

Directors’ remuneration report

continued

Performance graph and table
TSR Graph

This graph compares the Company's total sharehotder return for the eight financial years to 31 March 2017 with the total shareholder
return of the FTSE 250 Index. The FTSE 250 Index i1s considered to be an appropriate comparator as it is representative of the

underlying companies in which the Company invests.

3i total shareholder return vs FTSE 250 total return over the eight years to 31 March 2017

Graph remaoved

Table of historic Chief Executive data

Single figure of | Percentage Percentage
total remuneration of maximum of maximum
Year o Chief Executive £000 borus paid LTIF vesting
FY2017 S A Barrows 7,544 @5% 100%
Fy2016 S A Borrows 5821 92.5% 98%
FY2015 S A Borrows 8,278 92.5% 90.85%
FY2014 S A Borrows 3,222 92.5% 0%
$ A Borrows 2932 0% n/a

Fy2013"

2013 M J Queen 429 0% 0%
Fy2012 M J Queen &M 0% 0%
Fya2011 M J Queen 1,305 54% 0%
FY2010 M J Queen 1,989 75% 0%
1 M J Queen ceased to be & Director on 16 May 2012 Mr Borrows was appanted Chief Execut ve on 17 May 2012 having previously been Chief Investmeant Officer
Relative importance of spend on pay

T ) ) Change

o 2016717 2015/16 %

Remuneration of all employees £88m £83m 6%
Dividends paid to shareholders £230m £190m 21%
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Statement of implementation of the remuneration policy in the coming year

As explained in the statement by the Committee Chairman, we are seeking approval for a new rermuneration policy at the 2017 AGM.
The table below sets out how the Committee intends to operate the remuneration policy in FY2018, on the basis that it is approved

by shareholders at the 2017 AGM.

Palicy element

implementation of policy during FY2018

Base salary A Group-wide 3% increase to salaries will take place in F¥2018, which wiill also be applied to Executive Director
salaries Effective from 1 July 2017, salaries for the Executive Directors will therefore be as foliows:
¢ Chief Executive: £619,030 (+3%)
» Group Finance Director: £450,203 (+3%)

Pension No changes to the current arrangements are proposed for FY2018. The Executive Directors will continue to receive
a pension contribution or salary supplerment as follows:
* Chief Executive: £16k
s Group Finance Directar: 12% of salary

Benefits No changes to the current arrangements are proposed for FY2018. -

Benefits will continue to include a car allowance, provision of health insurance and any Share incentive Plan matching
share awards.

Annual bonus

The maximum annual bonus opportunities for FY2018 will remain unchanged, in line with the remuneration policy,
as follows:

e Chief Executive: 400% of salary
* Group Finance Director: 250% of salary

Any bonus will be awarded based on a balanced scorecard of both financial and strategic measures agreed by
the Committee, alongside a consideration of the wider cantext of personal performance (including values ana
behaviours), risk, market and other factors.

Measures for the FY2018 scorecard are based 90% on financial measures (50% portfolio return, 30% investment
management and 10% operating performance} and 10% cn strategic and people cbjectives. They are calibrated
to current business strategy and will evoive year-an-year as the Group's situation and priorities develop.

The Committee considers that the specific targets and expectations contained within the FY2018 scorecard are
commercially sensitive and therefore will not be disclosed in advance. We will report to shareholders next year
on performance and the resulting bonus outturns.

At least 50% of any bonus award will be deferred into sharas vesting in equal instalments over four years.

Awards are subject to the Company’s malus and clawback policy.

Long-term incentive plan

Awards under the lang-term incentive plan in FY2018 will rermnain unchanged and be made as follows:
» Chief Executive: 400% of salary
* Group Finance Director: 250% of salary

Performance will be measured over a three-year period and will be determined by the Remuneration Cormmuttee.
Performance measures remained unchanged from the previous year and will be as follows:

50% of the award 1s based on absolute TSR measured over the performance period, and vests:
» 0% vesting below 10% p.a. TSR,

» 20% vesting at 10% p.a. TSR;

* Straight-line vesting between 10% and 18% p.z. TSR; and

* 100% vesting at 18% p.a. TSR,

50% of the award is based on relative TSR measured against the FTSE 350 Index aver the performance pericd,
and vests:

* 0% for below median performance against the index;

& 25% for median performance against the index;

= 100% for upper quartile performance against the index; and

* Straight-line vesting between median and upper quartile performance.

Awards are subject to the Company’s malus and clawback policy.

Shéreholding 'réauirements

* Group Finance Director: 200% of salary

Shareholding requirements will be as follows:
+ Chief Executive: 300% of salary
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Corporate Governance

Directors’

continued

remuneration report

Policy element

Implementation of pokicy during FY2018

Non-executive Director fees

The fees for the Non-executive Directors for FY2018 will be-

Chairman fee: £280,000 plus £30,000 in 3i shares
Non-executive Directors:

Board membership fee: £50,000 plus 3,900 3i shares
Deputy Chairman {including SID fee) £40,000

Senior independent director fee: £10,000

Committee chairman: £20,000

Committee member: £8,000

Committee fees are payable in respect of the Audit and Compliance Committee, Remuneration Committee and
Valuations Committee

Malus and Clawback policy

Long-term incentive awards and deferred bonus share awards made during the year to Executive Directors

{and certain other Senior Executives), may be forfeited or reduced prior to vesting in exceptional circumstances

on such basis as the Committee considers fair, reasonable and proportionate. This would include, but is not limited
to, material misstatement of Group financial statements, or cases where an individual is deemed to have caused

a material loss for the Group as a result of reckless, negligent or wilful actions or inapprapriate values or behavicur

The Group may recover amounts that have been paid or released from awards (including cash bonus awards), as
long as a written request for the recavery of such sums is made in the two-year period from the date of payment or
release and in circumnstances where either (a} there has been a material misstatement of Group financial statements
ar {b) the Group suffers a material loss, and {in either case) the Committee considers that there is reasonable
evidence to show that the misstatement or loss has been caused by the individual's reckless, negligent or wiful
actions or inappropriate values or behaviours.

Consideration by the Directors of matters relating to Directors’ remuneration
The following Directors were members of the Remuneration Committee during the year:

Remuneration Committee

Meetings attended  Meetings eligible to

Name Role Membership status in the year attend in the year

J F Asquith {Chairman) Non-executive Director Member since March 2011 7 7
Chairman since May 2011

C J Banszky Non-executive Director Member since November 2015 7 7

D A M Hutchison Non-executive Director Member since December 2013 7 7

The Committee's terms of reference are available on the Company's website.

The Committee appointed Deloitte LLP as advisers in 2013 and during the year they provided the Committee with external,

independent advice.

Deloitte are members of the Remuneration Consultants Groug and as such, voluntarily operate under the code of conduct in relation
to executive remuneration consuiting in the UK. During the year, Deloitte LLP also provided 3i with certain tax advisory services.

The Committee has reviewed the advice provided during the year and is satisfied that it has been objective and independent.

The total fees for advice during the year were £44,350 (excluding VAT).

The Company Chairman, Chief Executive, the Remuneration Director and the General Counsel, Company Secretary & Head
of HR attend Committee meetings by invitation, other than when their personal remuneration is being discussed.
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Result of voting at the 2016 AGM

At the 2016 AGM shareholders approved the Remuneration report that was published in the 2016 Annual report and accounts.
At the 2014 AGM, sharehclders approved the Directors’ remuneration policy. The results for both of these votes are shown below:

Resolution Votes for Viotes againgt  Total votes cast Votes withheld
Approval of the Directors’ remuneration report at the 2016 AGM 680,338,260 41,956,098 722,294,358 7,275,252
- ) . HM(‘?4.19%} (5.81%) 7
Approval of the Directors’ remuneration policy at the 2014 AGM 701,059,781 13,563,200 714,622,981 1,798,709
(98.10%) (1.90%;)
Audit

The tables in this repart (including the Notes thereto) on pages 79 to 84 have been audited by Ernst & Young LLP.
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Corporate Governance

Directors’ remuneration report

continued

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 2017 Arnual General Meeting. This policy will be put forward for sharehoider approval at the
2017 Annual General Meeting in accordance with section 439A of the Companies Act 2006,

This policy remains materially unchanged from the policy approved by shareholders at the 2014 Annual General Meeting. While the
Committee will consider the appropriateness of the Remuneration policy annually to ensure it continues 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 legislation.

Executive Directors

Purpose and link
to strategic ohyectives

Operation

Base salary

Opportunity

Performance
metncs

To provide a fixed
element of pay at

a level that aids the
recruitment, retention

and motivation of high

performing people.
To reflect therr

role, experience
and importance

to the business.

* Salares are normaliy reviewed annually
by the Committee, with any changes
usually becoming effective from 1 July.
» These are reviewed by taking into
account a number of factors, including:
- performance of the Company and
individual,

— wider market and economic
conditions;

- any changes in responsibilities; and

— the level of increases made across
the Company.

Whilst there is 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 crcumstances. For example,
this may include a change

in siZe, scope or responsibiity of role, or
development within the role or a specific
retention issue.

The annual base salary for each Executive
Director is set out in the Annual report on
Remuneration for the year.

* None, although the
Committee considers
when setting salary
levels the breadth
and responsibilities
of the role as well
as the competence
and experience
of the individual.

Pension

To prbvide contributions  * Participation in the defined contribution  » Executive Directors receive a pensian s N/A
to Executive Directors pension scheme (3t Retirerent Plan) or contribution or cash allowance of
to enable them to cash equivalent. 12% of pensionable salary.
make long-term * Prior to 2011 Executive Directors were * For those Executive Directors who were
savings to provide post- eligible for membership of the members of the 3i Group Pension Plan,
retirement income. 3i Group Pension Plan, a defined benefit their deferred pension will change to
Pension contributions contributory scheme. Pension accrual reflect the deferred pension available
are provided to both ceased for all members with effect from on leaving, payable from age 60.
support retention and 5 Apnl 2011, although a link to final salary  « Details for the current Executive
recruit people of the is maintained for axisting accrual up to Directors are set out in the Annual
necessary calibre. the date of leaving the Company. report of remuneration for the year.
Benefits j
To provide market * Executive Directors are entitled to = Whilst there 15 no maximum level *« N/A

competitive benefits
at the level needed to
attract and retain high
performing people.

To provide health
benefits to suppart
the well being

of employees.

a combination of benefits, including

a non-pensionable car allowance, private
medical insurance, an annual health
assessment and life assurance.

* The Remuneration Committee may
raemove benefits that Executive Directors
recelve or introduce other benefits if it 1s
appropriate to do sc.

of 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 Rernuneration Committee may
review the benefits for an existing or
new Exacutive Director at any point.
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Purpose and link
ta strategic objectives

Operation

Opportunity

Performance
metrics

Annual bonus

* To incentivise the
achievement of the
Group's strategic
objectives on an
annual basis.

* Deferral into shares
reinforces retention
and enhances alignment
with shareholders
by encouraging
tonger-term focus
and risk alignment,

Bonus awards are considered annually
based on performance in the relevant
financial year.

All performance targets are reviewed and
set by the Committee early in the year.

Awards are determined by the
Committee after the year based

upon the actual performance

against these targets.

No more than 50% of any banus award
15 paid as cash.

At least 50% of any bonus award will be
deferred into shares vesting in equal
instalments over four years.

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.

Awards are subject to the malus/
clawback policy (as set out in the
Notes on page 20).

* Maximum bonus of 400% of salary
for the Chief Executive,

* Maximum bonus of 230% of salary
for the Group Finance Director.

Performance is assessed
against a balanced
scorecard which aligns
with the strategic
objectives of the Group.

The targets can be arange
of financial, business fine
spealfic, personal, nsk and
other key Group targets.

The Committee uses the
scorecard as a prompt
and guide to judgement
and considers the
performance outcomes
in the wider context of
personal performance
(including values and
behaviours), risk, market
and other factors,

Details of the annual
performance targets

(and performance against
targets) are shown

within the Annual report
of remuneration.

Long-term Incentive Plan

s Alignment of reward with
long-term, sustainable
Company performance
and the creation of
shareholder value
over the longer-term.

» The combination of
total shareholder return
targets and strategic
performance measures
balance internal and
external perspectives
of performance, and
align participants with
shareholders’ interests.

All performance targets, along with
relative weightings, are reviewed
and set by the Committee prior

to awards being made.

The Committee may make an award

in the form of forfeitable shares,
conditional share awards, stock
appreciation rights, or cptions under
the pian, Awards may be settled in cash.
Award levels are determined by
reference to individual performance
prior to grant.

s Awards vest subject to the Group's

achievernents against the performance
targets over a fixed three-year periad.

To the extent that shares vest, they
are released 50% on or around (but
not garlier than) the third anniversary
of grant, and 25% on or around

{(but not sarlier than) the fourth

and fifth anniversaries of grant.

The Committee may determine that
participants may recetve the value

of dividends in cash or shares which
wauld have been paid on the shares
that vest under awards.

Performance share awards are subject
to the malus/clawback policy (as set out
an the next pagel.

* Awards granted in respect of a financial
year will have a face value of up to 400%
of szlary for the Chief Executive.

Awards granted in respect of a financial
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.

The scorecard used

to measure the
performance links at least
half of the award to total
shareholder returns and
the balance, if any, 10
strategic objectives set
by the Board.

s The achievement

against these targets

1s measured over

a three-year period

and is determined

by the Committee.

The Committee can
reduce any award which
would otherwise vest

if gross debt or gearing
targets are missed.
Details of the current
performance conditions
are shown within

the Annual report

of remuneration.
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Corporate Governance

Directors’ remuneration report

continued
Purpose and link Performance
to strategic objectives Operation B Oppartunity rmetnics
Shareholding recquirements . N
* To create alignment * Executive Directors are required to build  # The sharehoiding targets for the s N/A
with shareholders up over a reasonable period of time, Executive Directors are:
by encouraging fand thereafter rr?aintain, ashareholding — Chief Executive - 3.0 times salary
longer-term focus. in the Company’s shares. Vested shares G i i 201
{net of income tax and Nationai Insurance  ~ rroup inance Director—2.0times
contnbutons) under the Ceferred Bonus salary
Plan and Long-term Incentive Plan * Executive Committee members have
should be retained until the shareholding  atarget of 1 5times salary and selected
requirement is met. "partners” 1.0 times salary.

In addition, shareholding targets

exist for cther members of the Executive
Committee and for staff designated as
“partners” in the Group's businesses.

* The Committee ratains the
ability to introduce additional
retention conditions.

Notes to the Remuneration policy table

Performance conditions

The Committee selected the performance conditions used for determining the annual bonus and LTIP awards as they align directly
with the short and lang-term strategy of the business. These conditions are set annually by the Committee at levels that take into
account the Board's business plan.

Changes to the policy operated in FY2017

There have been no major changes to the remuneration policy from that which was applied during the year, other than an increase
in the shareholding requirement of the Finance Director from 150% to 200% of base salary.

Consistency with policy for all employees

All employees are eligible to receive salary, pension contributions and benefits and to be considered for a discretionary annual bonus,
with the maximurmn opportunities reflecting the role and senicrity 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 their bonus deferred into shares vesting in equal instalments over a three-year period.

Within each of the Group's businesses, senior members of staff have a significant 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 interest plans

Executive Directors, other than the Chief Executive and Group Finance Director, are permitted to participate in carried interest plans
and similar arrangements. This was approved by shareholders on 4 July 2001 and & July 2011 when appraving the Group's Long-term
Incentive Plan. No current Executive Director benefits from these arrangements.

Malus/Clawback policy

The Committee 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 Senior Executives), under which awards may be forfeited or recuced prior to vesting in
exceptional circurnstances on such basis as the Committee considers fair, reasonable and proportionate. This would include, but is not
limited to, material misstatement of Group financiai statements, or cases where an individual is deemed to have caused a material loss
for the Group as a result of reckless, negligent or wilful actions or inappropriate values or behaviour.

The Group may recover amounts that have been paid or released from awards (including cash bonus awards), as long as a written

request for the recovery of such sums is made in the two-year period from the date of payment or release and in circumstances where

either (a) there has been a material misstatement of Group financial statements or [b) the Group suffers a material loss, and (in either

case) the Committee considers that there is reasonable evidence to show that the misstaterment or loss has been caused by the !
individual's reckless, negligent or wilful actions or ingppropriate values or behaviours.

The Committee may make minor changes to this policy, which do not have a material advantage to Directors, to aid in its cperation
ar implementation without seeking shareholder approval for a revised version of this Policy report.
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Non-executive Directors — Fees

Purpose and link

to strateqy Operation Opporturnity
® To attract and retain * Non-exscutive Directors receive a basic annual fee. * Fees are set at a level which is considered appropnate
high performing e The fee is delivered in a mix of cash and shares. teo attract and retain the calibre of individual required

by the Company but the Company avoids paying more
than necessary for this purpose.

Additional fees are paid for the following

roles/duties:

non-executive Directors

of the calicre required ¢ The Chairman's fee is reviewed annually by

the Committee.

» Fees are benchmarked aganst other companies
of comparable size and against listed financial d )
services companies. — Senior Independent Director

* The Board is respansible for determining ali other - Committee Chairman

non-executive Director fees, which are reviewed - Committee membership
annually to ensure they remain appropriate.

Committee fees are payable in respect of the Audit
and Compliance Committee, Remuneration Committee
and Valuations Committee,

Recruitment policy

In determining remuneration arrangements for new executive appointments to the Board (including internal promactions), the
Committee will take into consideration all relevant factars, including the calibre of the individual, the nature of the role, local market
practice, the individual’s current remuneration package, 3i remuneration policy, internal relativities and existing arrangerments 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 experience specifically required.

The maximurn level of variable pay (as expressed as a multiple of base salary} which may be awarded to new Executive Directors in
respect of their appaintment shall be no more generous than the combined maximum limits expressed in the Remuneration policy
table above in respect of the Chief Executive, with an appropriate mix between annual bonus and LTIP opportunity, excluding any
awards made to compensate the Executive Director for awards forfeited by their previous employer.

It may be necessary to compensate the new Executive Director for variable pay being forfeited from their current employer.
The Committee’s intention is that any such award would be no more generous than the awards being forfeited and would
be determined on a comparatle basis at the time of grant, including the pay out schedule and performance conditions,
where appropriate.

In determining whether it is appropriate to use such judgement, the Committee will ensure that any awards made are in the best
interests of both the Company and its shareholders. The Committee is at ail times conscious of the need to pay no more than
15 necessary, particularly when determining buy out arrangements.

For both internal and external appointments, it may be deemed appropriate to buy out awards heid in carried interest or cther
asset-related incentive arrangements. The Committee's intention is that any such buy out would be at a fair value at the time
of appointment.

In the event of the appointment of a new non-executive Director, remuneration arrangements will normally be in line with those
detailed in the relevant table above.
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Corporate Governance

Directors’ remuneration report

continued

Service contracts

The main terms of the service contracts of the Executive Directors who served in the year were as follows:

Provision Policy

Notice period * 12 months’ notice if given by the Company
« & months’ notice if given by the Executive Director

= Company policy is that Executive Directors’ notice periods should not normally exceed one year.
Save for these notice periods the contracts have no unexpired terms.

Dates of contracts * Mr S ABorrows - 17 May 2012
* Mrs J S Wilson -1 October 2008
Termination payments * Mr Borrows’ contract entitles the Company to terminate employment withcut notice subject to making 12 manthiy

payments thereafter equivalent to monthly basic pay and benefits less any amounts earned from alternative employment,

All Directors’ contracts entitle the Company to give pay in lisu of natice.

Remuneration The operation of all incentive plans, including being eligible to be considered for an annual bonus and Long-term
and benefits tncentive Plan awards, is non-contractual.

On termination of employment outstanding awards will be treated in accordance with the refevant plan rules.

The Chairman and the non-executive Directors do not have service contracts or contracts for services. Their appointment letters
provide for no entitlement to compensation or other benefits on ceasing to be a Director. Service contracts are available for inspection
at the Cempany’s headquarters in business hours.

Payment for loss of office

As outlined above, the Committee must satisfy any contractual obligations agreed with the Executive Directors. Details of the
Directors’ notice periods are shown alongside the service contract infarmation.

An Executive Director may be eligible to receive a time pro-rated annual bonus in respect of the year up until he or she ceased
employment. In determining whether to award any bonus, the Committee will assess performance during the financial year
up to the date of cessation of active involverment in their management rale.

The treatment of outstanding share awards is governed by the relevant share plan rules. The following table and the note below
it summarise the leaver categories and the impact on the share awards which employees (including Executive Directors) may hold.

For the avoidance of doubt, the Committee reserves the right to make any remuneration payments and payments for loss of office
notwithstanding that they are not in line with the policy set out above, where the terms of that payment were agreed (i) before the
2074 pelicy came inte effect or (i) before this policy came inte effect, provided that the terms of payment were consistent with

the sharehclder approved Directors’ remuneration policy in force at the time they were agreed; or {(jii) at a time when the relevant
individual was not a Director of the Company and, in the opinicn of the Committee, the payment was not in consideration for the
individual becoming a Directar of the Company. For these purposes "payments” includes the Committee satisfying awards of
variable remuneration and, in relation to an award or option over shares, the terms of the payment are "agreed” at the time the
award is granted.
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Plan Good leaver categories Good leaver treatment!’ Bad leaver treatment’
Deferred share awards « Death Awards vest in full on the normal Unvested awards iapse
» Retirement vesting date. i full,

lll-health, injury, disability

Redundancy

Employing company/business ceasing
tc be part of 3i Group

"Scheduled Departure” (je a participant
leaving on such a basis and/or within

a specified imeframe as agreed by

the Committee)

On death, awards vest in full mmedately.

Vested awards structured as
options may be exercised
for three months following
the participant’s cessation
of employrment,

Long-term Incentive Plan =

Death

Retirement

lll-health, njury, disability

Redundancy

Employing company/business ceasing
to be part of 3i Group

"Scheduled Departure” (ie a participant
leaving on such a basis and/or within

a specified imeframe as agreed by

the Committee)

Awards vest an the normal vesting date
subject ta performance. Pro rating for
time will apply

If 2 participant dies, the Committee will
determine the extent to which awards
should vest as socn as practicable
following the participant’s death.

Awards normally lapse in full,

If the Committee decides in
exceptional circumstances
that the awards should vest
after the participant’s
cessation of employment,
awards will vest subject to
perfarmance and pro rating
for time and other conditions
may be imposed.

1 The treatments set aut In the table above apply to all employees and are expected to operate in the vast majarity of cases Tha Plan rules retain discretron far the Comrtiee to reduce
awards in exceotional circumstances to Good Leavers or permit vest ng (in whole or in part) of awards which would otherwise lapse to Bad Leavers The Committee will repor- on the use
of this discretion i rtis exercised in relation 2o any Executive Directar

Change of control

If there is a takeover or winding up of the Company, awards will vest to the extent determined by the Committee.

Scenarios
Chief Executive (£000s)

Finance Director (£000s)

Graph removed

Graph removed
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Corporate Governance

Directors’ remuneration

continued

The assumptions made in preparing these graphs are that:

® Minimum — this includes only the fixed elements of pay,
being base salary, benefits and pension;

* Actual - this represents the remuneration received by each
Executive Directar for their performance in the year;

* Maximum - this is calculated as the fixed elements and the
maximum Annual Bonus and Lang-term Incentive Plan awards;
and

& Rernuneration arising as a result of share price movements or
rights to dividends and other distributions have been exciuded.

Consideration of wider employee pay

As part of the annual Committee agenda, the Committee reviews
the overall pay and bonus decisions in aggregate for the Group.
This ensures that the pay and conditions in the wider Group are
taken intc account when determining Directors’ pay. In particular:

= Salary increases awarded over time to 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 upen Cormpany performance, and
are closely correlated to the Executive Director bonus awards.

The Company does not consult with employees when preparing
the Executive Director remunearation policy. However, a number
of our employees are shareholders and so are able to express
their views in the same way as other shareholders.

?4  3i Group Annual repert and accounts 2017

report

Consideration of shareholder views

The Committee has remained engaged with sharehclders
during the period since 2014, and will continue to be
mindful of shareholder views when evaluating and setting
ongoing remuneration strategy, and commits to consulting
with shareholders prior to any significant changes to
remuneration policy.

By Order of the Board

Jonathan Asquith
Chairman, Remuneration Committee
17 May 2017



Additional statutory and

corporate governance information

This section of the Directors’ report
contains the corporate governance
statement required by FCA Disclosure
and Transparency Rule 7.2.

Corporate governance

Throughout the year, the Company complied with the provisions
of the UK Corporate Governance Code {the "Code”} published
by the Financial Reporting Council in September 2014 and which
is available on the FRC website.

The Group's internal control and risk management systems
including thase in relation to the financial reporting process
are described on page 66.

Details on the appointment and replacement of Directors are
set out on page 64.

The Board’s responsibilities and processes

The composition of the Board and its Committees as well as

the Board's key responsibilities and the way in which it and its
Committees work are described on pages 60 to 66. The Board is
responsible to shareholders for the overall management of the
Group and may exercise all the powers of the Company subject
to the provisions of relevant statutes, the Company’s Articles of
Association and any directions given by special resolution of the
shareholders. The Articles of Association empower the Board to
offer, allot, grant options over or otherwise deal with or dispose of
the Company’s shares as the Board may decide. The Companies
Act 2006 authorises the Company to make market purchases

of its own shares if the purchase has first been authorised by a
resolution of the Company.

At the AGM in June 2016, shargholders renewed the Board's
authority to aliot ordinary shares and to repurchase ordinary
shares on behalf of the Company subject to certain limits.
Details of the authorities which the Board will be seeking

at the 2017 AGM are set out in the 2017 Notice of AGM.

Matters reserved for the Board

The Board has approved a formal schedule of matters reserved to
it and its duly authorised Committees for decision. These include
matters such as the Group's overall strategy, strategic plan

and annual operating budget; approval of the Company's
financial statements and changes to accounting policies or
practices; changes to the capital structure or regulated status

of the Cempany; major capital projects or changes to business
operations; investments and divestments above certain limits;
policy on barrowing, gearing, hedging and treasury matters;

and adequacy of internal control systems.

Investment policy
The current investment policy is set out below.

3iis an investment company which aims to provide its
shareholders with quoted access to private equity and
infrastructure returns. Currently, its main focus is on making
quoted and unguoted equity and/or debt investments in
businesses and funds in Europe, Asia and the Americas.

The geographies, economic sectors, funds and asset classes
in which 3i invests continue to evolve as opportunities are
identified. Proposed investments are assessed individually
and all significant investments require approval from the
Group's Investment Comemittee. Overall investment targets
are subject to pericdic reviews and the investment portfolio
is also reviewed to monitor exposure to specific geographies,
economic sectors and asset classes.

3i seeks to diversify risk through significant dispersion
of investments by geography, economic sector, asset
class and size as well as through the maturity profile
of its investment portfolic.

Although 3i does not set maximum exposure limits for asset
allocations, it does have a maximum exposure limit that,
save as mentioned belew, no investment will be made unless
its cost does not exceed 15% of the investment portfalio
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 investment portfolic value as shown in
the last published valuation. A higher limit of 30% will apply
to the Company's investment in 3i Infrastructure ple. For the
avoidance of doubt, 3i may retain an investment even if its
carrying value is greater than 15% or 30% {as the case may be)
of the portfolio value at the time of an updated valuation.

Investments are generally funded with a mixture of debt and
shareholders’ funds with a view to maximising returns

to shareholders, whilst maintaining a strong capital base.

3i's gearing depends not only on its level of debt, but alsc

on the impact of market movements and other factors on the
value of its investments. The Board takes this into account
when, as required, it sets a precise maximum level of gearing.
The Board has therefore set the maximum level of gearing at
150% and has set no minimum level of gearing. f the gearing
ratio should exceed the 150% maximum limit, the Board will
take steps to reduce the gearing ratio to below that limit as
soon as practicable thereafter. 3i is cormmitted to achieving
balance sheet efficiency.
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Corporate Governance

Additional statutory and

corporate governance information

continued

The UK Listing Authority’s Listing Rules require 3, as a
closed-ended investment fund, to publish an investment paolicy.
Sharehalder approval is required for material changes to this
policy. Non-material changes can be made by the Board.

Since publication of the Annual report and accounts 2016 the
Board has made one non-material change to the first sentence
of the policy by deleting reference to debt management returns.

This sentence previously referred to 3i providing "its shareholders

with quoted access to private equity, infrastructure, and debt
management returns.” This change reflects the sale during the
year of the Group’s debt management business.

Rights and restrictions attaching to shares

A summary of the rights and restrictions attaching to shares
as at 31 March 2017 is set out below.

The Company’s Articles of Association may be amanded by
special resolution of the shareholders in a general meeting.
Halders 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 rights and restrictions as the Company by ordinary
resolution or, failing such resolution, the Board may decide.

Holders of ordinary shares are entitled to attend, speak and
vote at general meetings and to appoint proxies and, in the
case of carperations, corporate representatives to attend, speak
and vote at such meetings on their behalf. To attend and vote

at a general meeting a shareholder must be entered on the
register of members at such time (not being earlier than 48 hours
before the meeting) as stated in the Notice of general meeting.
On a poll, hoiders of ordinary shares are entitled to one vote for
each share held.

Holders of ordinary shares are entitled to receive the Company's
Annual report and accounts, to receive such dividends and other
distributions as may lawfully be paid or dectared on such shares
and, on any liquidation of the Company, to share in the surplus
assets of the Company after satisfaction of the entitlements of
the helders of any shares with preferred rights as may then be

in issue.

There are no restrictions on the transfer of fully paid shares in the
Company, save as follows. The Board may decline to register:

a transfer of uncertificated shares in the circumstances set out

in the Uncertificated Securities Regulations 2007; & transfer to
more than four joint holders; a transfer 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 transfar which is not duly stamped in circumstances
where a duly stamped instrument is 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 failled to give
the information raquired within the specified 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 liquidation, to receive the payment of sums due
from the Company).
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There are no shares carrying special rights with regard to
control of the Company. There are no restrictions placed on
voting rights 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 Company in respect of shares
for failure to comply with statutory notices or where a transfer
notice (as described below) has been served in respect of shares
and has not yet been complied with. 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 Association the Company may serve a transfer notice
on holders of shares. The relevant circumstances relate to:

{a) potential tax disadvantage to the Company, {b) the number
of “United States Residents” who own or hold shares being 75
ar more, or {¢) the Company being required to be reqgistered

as an investment company under relevant US legislation.

The notice would require the transfer of relevant shares and
pending such transfer the rights and privileges attaching to
those shares would be suspended.

The Company is not aware of any agreements between holders
of its securities that may restrict the transfer of shares or exercise
of voting rights.

Major interests in ordinary shares

Natifications of the following major voting interests in the
Company's ordinary share capital (notifiable in accordance with
Chapter 5 of the FCA's Disclosure and Transparency Rules or
section 793 Companies Act 2006) had been received by the
Cormpany as at 31 March 2017 and 1 May 2017.

% of % of
As at issued As at 1issued
31 March share 1 May share
2077 capital 2017 capital
BlackRaock, Inc 84,138 478 8.65 83690124 8.60
Artemnis Investment
Management LLP 55,778,291 5.73 55778291 5.73
Threadneedie Asset
Management Ltd 36,409,636 3.74 36,375,391 374
UBS Global Asset
Management 32.914,558 338 32939474 339
Legal & General
Investment
Managementlimited 29,774,593 306 29326,239 301

Share capital and debentures

The issued ordinary share capital of the Company as at 1 April
2016 was 972,661,444 ordinary shares and at 31 March 2017 was
972,808,424 ordinary shares of 732z pence each. Itincreased
over the year by 146,980 ordinary shares on the issue of shares
to the trustee of the 3i Group Share Incentive Plan.

At the Annual General Meeting ("AGM”) on 30 June 2014,

the Directors were authorised to repurchase up to 97,000,000
ordinary shares in the Company {representing approximately 10%
of the Company's issued ordinary share capital as at 16 May 2016)




untit the Company's AGM in 2017 or 29 September 2017,

if earlier. This authority was not exercised in the year. Details
of the authorities which the Board will be seeking at the 2017
AGM are set out in the 2017 Notice of AGM.

As detailed in Note 16 to the Accounts, as at 3T March 2016
the Company had in issue Notes issued under the 3i Group plc
£2,000 million Note Issuance Programme.

The Articles 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
capital and to issue debentures and other securities.

Portfolio management and voting policy

In relation to unquoted investments, the Group's approach

is to seek to add value to the businesses in which the Group
invests through the Group’s extensive experience, resources
and contacts and through active engagement with the Boards
of those companies. In relation to quoted investments, the
Group's policy is to exercise voting rights on all matters affecting
its interests.

Tax and investment company status

The Company is 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.

3i Investments plc

3i Investments plc acts as investrent manager to the Company
and certain 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 costs
incurred in providing such services. These contracts may be
terminated by either party on reasonable notice.

37 Investments plc also acts as investment adviser to
3i Infrastructure plc under a cantract which provides for the
services to be provided and the related fees which are payable.

3i Investments pic is authorised by the FCA to, among other
things, manage Aiternative Investment Funds ("AlIFs"). It is
currently the Alternative Investment Fund Manager ("AIFM")
of five AlFs. In compliance with regulatory requirements,

3i Investments plc has ensured that a depository has been
appointed for each AIF. This is Citibank Europe ple, UK Branch.

The Annual report and accounts meet the investor disclosure
requirements as set outin FUND 3.2.2R, 3.2.3R, 3.2.5R and 3.2.6R
of the FCA's Investment Funds sourcebook for 3i Group plc as

a standalone entity. The Company's profit for the year is stated

in its Staterment of changes in equity and fts Financial position

is shown on page 105. The Company performs substantially all

of its investment related activities through its subsidiaries and
therefore the Group’s Consclidated statement of comprehensive
income is considered to be more useful to investors than a
Company statement.

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 3i Group ple 2s a standalone entity.

This is because 3i Group plc, as a standalone entity, operates
through its group subsidiaries and therefore reporting on the
Group's activities provides more relevant information on the
Company and its position. There have been no material changes
to the Company's operations in the past year.

Although the disclosures required by FUND 3.2.2R, 3.2 3R,

3.2.5R and 3.2.6R of the FCA’s Investment Funds sourcebook

are covered in this Annual report they are also, for convenience,
summarised on the 3i website at www.3i.com. This will be
updated as required and changes noted in future Annual reports.

The Alternative investment Fund Managers Directive requires
3i to comply with certain reporting obligations. A summary
of the remuneration policy of 3i can be found on the
Cempany's website.

The total amount of remuneration paid by 3i to its staff for the
year was £88 million, of which £41 million was fixed remuneration
and £47 million was variable remuneration. The aggregate total
remuneration paid to AIFM |dentified Staff for the year was

£23 millicn, of which £22 million was paid to Senior Management
and £1 million was paid to other AIFM |dentified Staff.

Dividends

An interim dividend of 8.0 pence per ordinary share in respect
of the year to 31 March 2017 was paid on 4 January 2017,

The Directors recommend a final dividend of 18.5 pence
{comprising a base dividend of 8.0 pence and an additional
dividend of 10.5 pence) per ordinary share be paid in respect
of the year to 31 March 2017 to shareholders on the Register
at the close of business on 16 June 2017,

The trustee of The 3i Group Employee Trust (“the Employee
Trust”) has waived {subject to certain minor exceptions) dividends
declared on shares in the Company held by the Employee Trust
and the Trustee of The 3i Group Share Incentive Plan has waived
dividends on unaliocated shares in the Company held by it.

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 Association enable
Directors to approve conflicts of interest and include other
conflict of interest provisions. The Company has implemented
processes to identify potential and actual conflicts of interest.
Such conflicts are then considered far approval by the Board,
subject, if necessary, to appropriate congitions.

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 Qualifying Third-Party Indemnity Provisions {as defined
under relevant legisiation) for the benefit of the Company's
Directors and for the benefit of directors of one associated
company and Qualifying Pension Scheme Indemnity Provisions
for the benefit of the directors of one associated company.
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Corporate Governance

Additional statutory and

corporate governance information

continued

Directors’ employment contracts

Mr S A Borrows and Mrs J S Wilson each have employment
contracts with the Group with notice periads of 12 months where
notice is given by the Group and six menths where nctice is given
by the Director. Save for these notice periods their employment
contracts have no unexpired terms. None of the other Directors
has a service contract with the Company.

Employment

The empleyment policy of the Group is one of equal oppertunity
in the selection, training, 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 disabilities fairly and
provides facilities, equipment and training to assist disabled
employees to do their jobs. Arrangernents are made as necessary
to ensure support to job applicants who happen to be disabled
and who respaond to requests to inform the Company 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 3i. Financial support is also
provided by 3i to support disabled employees who are unable
to work, as appropriate to local market conditions.

3i's principal means of keeping in touch with the views of

its employees is through employee appraisals, informal
consultations, team briefings and staff conferences.

Managers throughout 3i have a continuing responsibility to
keep their staff informed of developments and to communicate
financial results and other matters of interest. This is achieved
by structured communication including regular meetings

of employees.

3iis an equal opportunities employer and has clear grievance
and disciplinary procedures in place. 3i also has an employee
assistance programme which provides a confidential, free and
independent counselling service and is available to all UK staff
and thair families in the UK.

3i's employment policies are designed to provide a competitive
reward package which will attract and retain high quality

staff, whilst ensuring that the relevant costs remain at an
appropriate level.

3i's remuneration policy is influenced by 3i'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 variable incentive award. For those members of staff
receiving higher levels of annual variable incentive awards, a
proportion of such awards 1s delivered in 3i shares, vesting over
a number of years. Remuneration paolicy is reviewed by the 3i
Group plc Remuneration Committee, comprising 3i Group plc
non-executive Directors.
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Where appropriate, employees are eligible to participate in

3i share schemes to encourage employees’ involverment in 3i's
performance. Investment executives in the Private Equity business
line may also participate in carried interest schemes, which allow
executives to share directly in future profits on investments.
Simifarly, investment executives in the Infrastructure 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

fn line with Group policy, during the year to 31 March 2017 no i
donations were made to political parties or organisations, or i
independent election candidates, and no political expenditure

was incurred.

Significant agreements

As at 31 March 2017, the Company was party to one agreement
subject to a renegatiation period cn a change of control of

the Company following a takeover bid. This agreement is a
£329 million multi-currency Revoiving Credit Facility Agreement
dated 5 September 2014, between the Company, Barclays Bank
PLC and a number of other banks. The Company is required to
notify Barclays Bank PLC, as agent bank, within five days, of a
change of control. This opens a 20-day negotiation period to
determine if the Majority Lenders (as defined in the agreement)
are willing to continue the facility. Failing agreement, amounts
outstanding would be repayable and the facility cancelled.

Going concern !

The Directors have acknowledged their responsibilities in relation
to the financial statements for the year to 31 March 2017.

After making enquiries, the Directors considered it appropriate to
prepare the financial statements of the Company, and the Group,
on a gaing concern basis.

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 is no relevant audit information
of which the Company's Auditor is unaware; and

(b) they have taken all steps they ought to have taken to
make themselves aware of any relevant audit information
and to establish that the Company's Auditor is aware of
such informaticn.

Appointment of Auditor

In accardance with section 489 of the Companies Act 2006,

a resolution proposing the reappointment of Ernst & Young

LLP as the Company's Auditor will be put to members at the
forthcoming AGM.




Information required by listing rule 9.8.4

Information required by Listing Rule $8.4 may be found as set
out below:

Topic Location

Capitalised interest Portfolia income on page 31

Share allotments Note 19 on page 129

Contracts with Directors Page 65

Information included in Strategic report

In accordance with section 414 C (11) of the Companies 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.

The Directors’ viability statement is also shown in the Strategic
report on page 49.

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual report
and accounts in accordance with applicable United Kingdom law
and those International Financial Reporting Standards ("HFRSs”)
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 position, financial performance and cash flows
of the Group for that peried. The Directors consider that this
Annual report and accounts, taken as a whole, is fair, balanced
and understandable and provides the information necessary for
shareholders to assess the Company's performance, business
madel and strategy. In preparing the Group financial statements
the Directors:

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

{b) present information, including accounting policies,
in a manner that provides relevant, reliable, comparable
and understandable information;

(c) provide additional disclosures when compliance with

the specific requirements in IFRSs as adopted by the EU is
insufficient to enable users to understand the impact of particular
transactions, other events and conditions on the Group's financial
position and financial performance;

(d) state that the Group has complied with IFRSs as adopted
by the EU, subject to any material departures disclosed and
explained in the financial statements; and

{e) make judgements and estimates that are reascnable.

The Directors have a responsibility for ensuring that proper
accounting records are kept which are sufficient to show and
explain the Group's transactions and disclose with reasanable
accuracy at any time 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 1¢ prevent and detect fraud and other irregularities.

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

(a) the financial statements, prepared in accordance with
applicable accounting standards, give a true and fair view of
the assets, 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 fair review of the development
and performance of the business and the position 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 Company and their functions are listed
on pages 60 and é1.

3i Group plc is registered in England with company
number 1142830.

Directors’ report

For the purposes of the UK Companies Act 2006, the Directors’
report of 3i Group plc comprises the Corporate Governance
section on pages 58 to 99 other than the Directors’ remuneraticn
report on pages /7 to 94,

The Strategic report, Directors’ report and Directors’
remuneration report have been drawn up and presented in
accordance with and in reliance upon English company law and
the liabilities of the Directers in connection with those reports
shall be subject to the limitations and restrictions provided by

that law .

By order of the Board

K § Dunn

Company Secretary
17 May 2017
Registered Office:
16 Palace Street
London SWIE 5D
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Consolidated statement
of comprehensive income

for the year to 31 March

2017 2016
MNotes £m fm
Realised (losses)/profits over value on the disposal of investments 2 (25) "
Unrealised prafits on the revaluation of investments 3 262 114
Fair value movements on investment entity subsidiaries " 1,041 51
Portfolio income
Dividends 38 36
Interest income from investment portfolio 10 22
Fees receivable 9 9
Foreign exchange on investments 64 29
Gross investment return 1,399 812
Fees receivable from external funds 46 k|
Operating expenses 4 (116) (105}
Interest received 2 4
Interest paid (49} @7
Exchange movements 42 64
Income/(expense) from investment antity subsidiaries 18 (10)
Cther income 10 -
Carried interest
Carried interest and performance fees receivable 13 280 73
Carried interest and performance fees payable 13 {108) (38
Operating profit before tax 1,524 794
Income taxes 7 3 2
Profit for the year from continuing operations 1,527 792
Profit for the year from discontinued operations, net of tax n 98 25
Profit for the year 1,625 817
Other comprehensive (expense)/income that may be reclassified to the income statement
Exchange differences on translation of foreign operations 23] 1
Other comprehensive expense that will not be reclassified to the income statement
Re-measurements of defined benefit plans 26 {22) ()]
Other comprehensive (expense)/income for the year from continuing operatians (26) 5
Other comprehensive (expense)/income for the year from discontinued operations ki 7 2
Total comprehensive income for the year ("Total return”) 1,592 824
Earnings per share fram continuing operations
Basic {pence] 8 159.0 83.0
Diluted (pence) 3 158.3 82.6
Earnings per share
Basic (pence) 3 169.2 85.6
Diluted {pence) 8 168.4 85.2
Dividend per share
Interim dividend per share paid (pence) G 80 6.0
Final dividend per share (pence) 4 18.5 16.0

1 Comparat vas for the year ended 31 March 2016 have been re-presented to reflect the classif cation of the Group’s Debt Management business, sold an 3 Maren 2017, as aiscontinued

aperations. See Note 37

The Notes on pages 112 to 148 form an integral part of tnese finarcial statements.
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Audited financial statements

Consolidated statement
of financial position

as at 31 March

2017 2016
Notes £m £m
Assets
Non-current assets
Investments
Quated nvestments 10 390 297
Unquoted investments 10 1.316 1,243
Investments in investment entity subsidiaries 1" 3,483 2,680
Investment portfolio 5189 4,220
Carried interest and performance fees receivable 13 354 89
Other non-current assets 15 50 37
Intang ble assets 4 - 12
Retirement benefit surplus 26 121 132
Property, plant and equipment 5 5
Deferred income taxes 7 - 3
Total non-current assets 5719 4,498
Current assets
Carned interest and performance fees receivable 13 ? 28
Other current assets 15 12 31
Current income tax 2 -
Deposits 40 40
Cash and cash equivalents 31 957
Total current assets 994 1,056
Total assets 6,713 5,554
Liahilities
Non-current liabilities
Trade and other payables 18 {24) 27
Carned interest and performance fees payable 13 {124) (85)
Leoans and borrowings 16 {575) {575)
Retirement benefit deficit 26 (22) (20)
Provisions 17 (2) {1
Total non-current liabilities {747 (708}
Current liabilities
Trade and other payables 18 (103) @9
Carried interest and performance fees payable 13 (23) (20)
Acquisition related earn-out charges payable - n
Loans and borrowings 16 - {262}
Current income taxes - (2}
Provisions 17 4) {7)
Total current liabilities {130) (391)
Total liabilities (877) {1,099
Net assets 5,836 4,455
Equity
Issued capital 19 719 719
Share premium 785 784
Capital redemption reserve 43 43
Share-based payment reserve 30 32
Translation reserve 218 229
Capital reserve 3,390 2,080
Revenue reserve 689 622
QOwn shares 20 (38} {&4)
Total equity 5,836 4,455

The Notes on pages 112 to 148 “orm an integral par: of these #nancial statements.

Simon Thompson
Chairmart S Q (}—\\,W,“DS"-

17 May 2017 !
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Consolidated statement
of changes in equity

for the year to 31 March

Share-
Capital based
Share Share redemption payment Translation Capital Revenue Own Total
capital premium reserve reserve reserve reserve reserve  shares  equity
2017 £fm fm £m £m £m £m £m £m £fm
Total equity at the start of the year 719 784 43 32 229 2,080 622 (54) 4,455
Profit for the year - - - - - 1,489 136 - 1,625
Exchange differences on translation
of foreign operations - - - - 4 - - - @
Re-measurements of defined benefit plans - - - - - {(22) - - (22)
Other comprehensive income from
discantinued operations - - - - h - - - (v}
Total comprehensive income for the year - - - - (1 1,467 136 - 1,592
Share-based payments - - - 18 - - - — 18
Release on exercise/forfeiture of share options - - - {20) - - 20 - -
Exercise of share awards - - - - - 16} - 16 _
Ordinary dividends - - - - - (39) {89) - (128)
Addittonal dividends - - - - - {102) - - (102)
Issue of ordinary shares - 1 - — — - - - 1
Total equity at the end of tha year 719 785 43 30 218 3,390 689 (38) 5,836
Share-
Capital based
Share Share redemption  payment Translation Capital  Revenue Cwin Total
capital  premium reserve reserve reserve’ reserve reserve  shares  equity
2018 £fm £m £m £m £m im fm im £m
Total equity at the start of the year 719 784 43 3 216 1,519 573 {79) 3,806
Profit for the year - - - - - 705 112 — 817
Exchange differences on translation
of foreign operations — - - - 1 - - - 11
Re-measurements of defined benefit plans - - _ - - @) _ _ &
Other comprehensive ncome fram
discontinued cperations — - - — 2 _ - _ 2
Total comprehensive income for the year - - - - 13 699 112 - 824
Share-based payments - - - 15 - - ~ - 15
Release on exercise/forfeiture of share options - - - 14) - — 14 - _
Exercise of share awards - — - - - {25} - 25 —
Ordinary dividends - - - - - - 77 - 77
Additional dividends - - - - - 13 - - (113)
Total equity at the end of the year 719 784 43 32 229 2,080 622 (54) 4,455

* Comparatives ‘or the year ended 31 March 2014 have been re-presented to reflect the classification of the Group's Debt Management business sold to Investcorp on 3 March 2017,

as discont nued operations. See Note 31

2 Translation reserve balance a1 31 Mavch 2014 included £7 million in relatron ta discontinued operations.

The Notes on pages 112 to 148 form an integral part of these financial statements
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Audited financial statements

Consolidated cash flow
statement

for the year to 31 March

2017 2016
‘_ o Notes £fm . £m

Cash flaw from operating activities
Purchase of investments (334) 87
Proceeds from investments 310 236
Cash inflow from investment entity subsidiaries " 246 206
Net cash flow from dervatves - (14
Portfolic interest received 7 5
Portfolio dividends received 54 58
Portfolic fees received 9 7
Fees received from external funds 71 78
Carried interest ang performance fees received 13 39 52
Carried interest and performance fees paid 13 27} a3
Acquisition related earn-out charges paid (1} B30
Cperatihg expenses paid {131} 134
Other cash income 2 -
Income taxes paid 2 —
Net cash flow from operating activities 243 364
Cash flow from financing activities
Issue of shares 1 -
Dividend paid Q (230) (190)
Repayment of short-term borrowings {264) -
Repurchase of short-term borrowings 7 -
Interest received 2 4
Interest paid 51 (51
Co-investment loans 2 _
Net cash flow from financing activities {557} (237}
Cash flow from investing activities
Proceeds from sale of Debt Management business 3 232 -
Cash held in disposed subsidiarias N 4 -
Purchases of property, plant and equipment n M
Net cash flow from deposits - (40)
Net cash flow from investing activities 227 47
Change in cash and cash equivalents (87) 86
Cash and cash equivalents at the start of year 957 851
Effect of exchange rate fluctuations 61 10
Cash and cash equivalents at the end of year 931 957

The Notes an pages 112 to 148 farm an integral part of these finar cial statements
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Company statement
of financial position

as at 31 March

2017 2016
Notes £m £m
Assets )
Non-current assets
Investmants
Quoted investments 10 390 297
Unquoted investments 10 1,295 1,103
Investment portfolio 1,685 1,400
Carried interest and perfarmance fees recevable 358 82
Interests in Group entities 22 3,542 2,848
Other non-current assets 15 21 17
Total non-current assets 5,606 4,347
Current assets
Carried interest and perfarmance fees receivable 1 5
Cther current assets 15 4 i
Deposits 40 40
Cash and cash equivalents 887 857
Total current assets 932 21
Total assets 6,538 5,258
Liabilities
Non-current liabilities
Carredinterest and perfarmance fees payable (16) m
Loans and borrowings 16 {575} {575)
Total non-current Fabilities {591) {574}
Current liabilities
Trade and other payables 18 (506) (a17)
Acquisition related earn-Gut charges payable - m
Loans and borrowings 16 - (262}
Total current liabilities (506) 680}
Total liabilities (1,097) {1,256}
Net assets 5,441 4,002
Equity
Issued capital 19 719 719
Share prermium 785 784
Capital redemption reserve 43 43
Share-based payment reserve 30 32
Capital reserve 3,874 2462
Revenue reserve 28 16
Own shares 20 (38) (54)
Total equity 5441 4,002

The Company profit for the year to 31 March 2017 is £1,650 million (2016: £733 mill:on).

The Nates or pages 11210 148 form an integral part of these “nancial statements

Simon Thompson
Chairman Q/r—l\?crw‘vs B
: ; . .

17 May 2017 ¥
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Audited financial statements

Company statement
of changes in equity

for the year to 31 March

Capital Share-based
Share Share redemption payment Capital Revenue Own Total

capital premium reserve reserve reserve reserve shares equity
2017 - £m £m £m £m ~_£m £m £m Em
Total equity at the start of the year 719 784 43 32 2,462 16 (54) 4,002
Prafit for the year - - - - 1,569 81 - 1,650
Total comprehensive income
for the year - - - - 1,569 81 - 1,650
Share-based payments - - - 18 - - - 18
Release on exercise/forfeiture
of share options - - - {20} - 20 _ -
Exercise of share awards - - - - {16) - 16 -
Ordinary dividends - - - - {39 [t:11 - {128}
Additional dividends - - - - (102) - - (102)
lesue of ordinary shares - 1 - - - _ _ 1
Total equity at the end of the year 719 785 43 30 3,874 28 (38) 5,441
B Capital  Share-based

Share Share redemption payment Capital Revenue Own Tetal

capital fremium reserve reserve resarve resarve shares equity
2016 B fm _fm fm £m _fm £m £m £m
Tatal equity at the start of the year 719 784 43 31 1,895 51 (79} 3,444
Profit for the year - - - - 705 28 - 733
Total comprehensive income
for the year - - - - 705 28 - 733
Share-based payments - - - 15 - - - 15
Release on exercise/forfeiture
of share options - - - (14} - 14 - _
Exercise of share awards - - - - 25 - 25 -
Ordinary dividends - - - - - 77) - {77}
Additional dividends - - - - (113) - - m3sj
Total equity at the end of the year 719 784 43 32 2,462 16 (54 4,002

The Notes on pages 112 to 148 torm an integral part of tnese financial statements
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Company cash flow
statement

for the year to 31 March

2017 2014

Notes fm £rn
Cash fiow from operating activities
Purchase of investments (274) {37}
Proceeds from investments 307 232
Distributions from subsidiaries 1.241 530
Drawdowns by subsidiaries (763) (332
MNet cash flow from derivatives - {14}
Portfolio interest received & 3
Portfolio dividends received 30 35
Portfolic fees paid 3 1))
Carried interest and performance fees received 15 1
Carried interest and performance fees paid (28) -
Acquisition related earn-out charges paid {1) 22
income taxes paid - (1}
Net cash flow from operating activities 530 394
Cash flow from financing activities
{ssue of shares 1 -
Dividend paid ? (230) (190)
Repayment of short-term borrowings (264) -
Repurchase of short-term borrowings (17) -
Interest received 2 3
interest paid {51) 51
Co-investment loans 2 -
Net cash flow from financing activities (557) (238)
Cash flow from investing activities
Net cash flow from deposits - 40)
Net cash flow from investing activities - 4a0)
Change in cash and cash equivalents (27) 116
Cash and cash equivalents at the start of year 857 735
Effect of exchange rate fluctuations 57 ]
Cash and cash equivalents at the end of year 887 857

The Notes or pages 112 ta 148 form an integral part of these financial statements
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Audited financial statements

Significant accounting policies

Reporting entity

3i Group plc (the “Compary™) is a public limited company incerperated and domiciled in England and Wales. The Consolidated
financial statements (“the Group accounts”) for the year to 31 March 2017 cornprise the financial statements of the Company and
its consolidated subsidiaries {collectively, “the Group”).

The Group accounts have been prepared and approved by the Directors in accordance with section 395 of the Companies Act
2006 and the Large and Medium-Sized Companies and Groups {Accounts and Reports) Regulaticns 2008. The Company has taken
advantage of the exemgtion in section 408 of the Companies Act 2006 not ta present its Company statement of comprehensive
income and refated Notes.

A number of accounting policies are disclosed below, but where possible, they have been shown as part of the Note to which they
specifically relate in order to assist the reader’s understanding.

A Compliance with International Financial Reporting Standards (“IFRS"}

The Group and Company accounts have been prepared and approved by the Directors in accordance with afl relevant IFRSs as issued
by the International Acceunting Standards Board ("IASB”), and interpretations issued by the IFRS Interpretations Committee, endorsed
by the European Unicn ("EU").

The following standards, amendments and interpretations have been issued with implementation dates, subject to EU endorsement
in some cases, which do not impact on these financial statements:

Effective for annual pariods beginning on or after

IAS 7 Disclosure initiative (amendments to IAS 7 — Statement of Cash #Iows} 1 January 2017
IFRS @ Financial instruments 1 January 2018
IFRS 15 Revenue from contracts with customers 1 January 2018
IFRS 16 Leases 1 January 2019

The impact of future standards and amendments on the financial statements is being assessed by the Group and the Company.
The Group daes not anticipate that IFRS 9 and tFRS 16 will have a material impact on its results. The detailed assessment of the extent
to which IFRS 15 may affect the carried interest receivable recognition in the Group's financial statements is ongoaing.

B Basis of preparation

The financial statements are prepared on a going cencern basis as disclosed in the Directors’ report and presented to the
nearest million.

C Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Group. Control, as defined by IFRS 10, is achieved when the Group is exposed, or has rights,
to variable returns from its involvermnent with the investee and has the ability to affect those returns through its pawer over the investee.
Subsidiaries are fully consolidated from the date on which the Group effectively obtains control. They are de-consolidlated from the
date that control ceases.

3i Group plc is an investrment entity and, as such, does not consolidate the investment entities it controls. Most of the Group's interests
in subsidiaries are recognised at fair value through profit or loss. Those subsidiaries which provide investment related services, such as
advisory, management or employment services, are not classified at fair value through profit and loss and cantinue to be consolidated
unless they are deemed investment entities, in which case they are fair valued.

The acquisitian method of accounting is used to account for the acquisition of subsidiaries. Under the acquisition method of
accounting, with some limited exceptions, the assets, lisbilities and contingent liabilities of a subsidiary are measured at their fair
values at the date of acquisition. Any non-controlling interest is 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. Any excess of the cost
of acquisition over net assets is capitalised as goodwill. All intra-group balances, transactions, income and expenses are eliminated
upon consolidation.
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(i) Associates

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating policies.
Investments that are held as part of the Group's investment portfolio are carried in the Cansolidated statement of financial pasition
at fair value even though the Group may have significant influence over those companies.

(iii) Compaosition of the Group

The Group comprises several different types of subsidiaries. The Group re-assesses the function performed by each type of subsidiary
to determine its treatment under the IFRS 10 exception from consolidation on an annual basis. The types of subsidiaries and their
treatment under IFRS 10 are as follows:

General Partners (GPs) - Consolidated

Gereral 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

These entities provide investment related services through the provision of investment management or advice. They do not hold any
direct investments in portfolio assets. These entities are not investment entities.

Holding companies of investment managers/advisers — Consalidated

These entities provide investment refated services through their subsidiaries. Typically 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 investments in pertfolio assets through its ultimate parent company as well as through cther limited partnerships
and corporate subsidiaries which the Group has created to align the interests of the investment teams with the performance of the
assets through the use of various carried interest schemes. The purpose of these limited partnerships and corporate holding vehicles,
many of which also provide investment related services, is to invest for investment income and capital appreciation. These partnerships
meet the definition of an investment entity and are classified at fair value through profit and loss.

Portfolic investments — Fair valued

Under IFRS 10, the test for accounting subsidiaries takes wider factors of cantrol as well as actual equity ownership into account.
In accordance with the investment entity exception, these entities have been held at fair value with movements in fair value being
recognised in the Consclidated statement of comprehensive income.

Structured entities - Fair valued

The Group has retained interests in a number of unconsclidated structured entities, being CLO equity investments, and their current
carrying value and a description is 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 underlie the preparation
of its financial statements. UK company law and IFRS require the Directors, in preparing the Group's financial statements, to select
suitable accounting policies, apply them consistently and make judgements and estimates that are reasonable and prudent.

The Group's estimates and assumptions are based on historical experience and expectation of future events and are reviewed
periodically. The actual gutcome may be materially different from that anticipated.

The judgements, assumpticns and estimates involved in the Group’s accounting policies that are considered by the Board
to be the most important to the portrayal of its financial condition are the following:

{a) The fair valuation of the investment portfolic

The investment portfolio is held at fair value. Given the importance of this area, the Board has a separate Valuations Committee to
review the valuations policies, process and application to individual investments. A report on the activities of the Valuations Committee
i included in the Governance section of the Annual report.
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Audited financial statements

Significant accounting policies

continued

(b) Assessment as an investment entity

Entities that meet the definition of an investment entity within [FRS 10 are required to account for most investments in controlied
entities, as well as investments in associates and joint ventures, at fair value through profit and loss.

The Board has concluded that the Campany continues to meet the definition of an investment entity as its strategic objactive
of investing in portfolio investments and providing investment management services to investors for the purpose of generating
returns in the form of investment income and capital appreciation remains unchanged.

The Group is required to determine the degree of control or influence the Group exercises and the form of any control to ensure
that the financial treatment is accurate. Further detail on our review of our application of IFRS 10 can be found in the Reconciliation
of Investment basis to IFRS section.

(¢) Valuation of the defined benefit schemes

The Group also corsiders the valuation of the defined benefit schemes in accordance with 1AS 19 to be a significant estimate.
The Group reviews its assumptions annually with its independent actuaries.

E Other accounting policies

(a) Revenue recognition

Gross investment return is equivalent to "revenue” for the purposes of IAS 1. It represents the overall increase in net assets from
the investment portfolio net of deal-related casts and includes foreign exchange movements in respect of the investment portfolio.
Investment income is analysed into the following companents:

l. Realised profits or losses over value on the disposal of investments are the difference between the fair value of the consideration
received less any directly attributable costs, on the sale of equity and the repayment of interest income from investment portfolio,
and its carrying value at the start of the accounting period, canverted into sterling using the exchange rates in force at the date
of disposal.

Il. Unrealised profits or losses on the revaluation of investments are the mavement in the fair 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 fair value assessment.

. Fair value moverments on investment entity subsidiaries are the movements in the fair value of Group subsidiaries which are
classified as investment entities under IFRS 10. The Group makes investments in portfclio assets through these entities which
are usually limited partnerships or corporate subsidiaries

V. Portfolio inceme is that portion of income that is directly related to the return from individuai investments. It is recognised to the
extent that it is probable that there will be economic benefit and the income can be reliably measured. The following specific
recognition criteria in accordance with 1AS 18 must be met before the income is recognised:

* Dividends from equity investments are recognised in the Consolidated statement of comprehensive income when the
shareholders’ rights to receive payment have been established. Income received on the investment in the most junior ranked
level of CLO capital is recognised as a dividend. £26 million was received in the year (2076: £31 million) from continuing and
discontinued operaticns.

Interest income from investrnent portfolic is recognised as it accrues by reference to the principal cutstanding 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 is 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
investrment is assessed to have recovered in value. Income received on the instruments in the most junior level of CLO capital

is recognised as a dividend as detailed above. £26 million was received in the year (2016: £31 million) from continuing and
discontinued operations.

Fee income is earned directly from investee companies when an investment is first made and through the life of the investment.
Fees that are earned on a financing arrangement are considered to refate to a financial asset measured at fair value through profit
or loss and are recognised when that investment is made. Fees that are earned on the basis of providing an ongoing service to
the investee company are recognised as that service is provided.

V. Foreign exchange on investments 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 transaction. At each subsequent reporting
date investments are translated to sterling at the exchange rate ruling at that date.
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{b) Foreign currency translation

For the Company and those subsidiaries whose balance sheets are denominated in sterling, which 1s the Company's functional and
presentational currency, monetary assets and liabilities denominated in foreign currencies are translated into sterling 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 to the Consolidated staternent of comprehensive income:

The statements of financial position of subsidiaries and associates denominated in foreign currencies are translated into sterling

at the closing rates. The statements of comprehensive income for these subsidiaries and associates are translated at the average
rates and exchange differences arising are taken to other comprehensive income. Such exchange differences are reclassified to the
Consolidated statement of comprehensive income in the periad in which the subsidiary or associate is disposed of.

Exchange movements in relation to forward foreign exchange contracts are includec within exchange movements in the Consolidated
staterment of comprehensive income, where appropriate. No forward foreign exchange contracts were held in the current year and
in 2016 a £14 million loss was recognised in exchange movements.

{c) Treasury assets and liabilities

Short-term treasury assets and short and long-term treasury liabilities are used in order to manage cash flows and minimise the overalt
costs of borrowing.

Cash and cash equivalents comprise cash at bank, short-term deposits and amounts held in mcney market funds, which are readily
convertible inta cash and there is an insignificant risk of changes in vaiue. Financial assets and liabilities are recognised in the balance
sheet when the relevant Group entity becomes a party to the contractual provisions of the instrument. De-recognition occurs when
rights to cash flows from a financial asset expire, or when a liability is extinguished.
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Audited financial statements

Notes to the accounts

1 Segmental analysis

Operating segments are the components of the Group whose results are regularly reviewed by the Group's chief operating decision
maker to make decisions about resources to be zllocated to the segment and assess its performance.

The Chief Executive, who is considered to be the chief operating decision maker, managed the Group on the basis of business

divisions determined with reference to market facus, geographic focus, investment funding model and the Group’s management
hierarchy. A description of the activities, including products and services offered by these divisions and the allocation of resources,
is given in the Strategic report. For the geagraphical segmental split, revenue information is based on the locations of the assets held.

The segmental information that follows is presented on the basis used by the Chief Executive to moniter the performance of the

Group. The reported segments are Private Equity, Infrastructure and other, where other comprises the residual investments retained

following the sale of our Debt Management business.

Investment basis Total
Private continuing Discontinued
Equity Infrastructure Other'  operations operations’ Total
Year to 31 March 2017 £m £m £m £m £m £m
Realised profits/{losses) over value on the disposal of B
investments 38 {1 1 38 - as
Unrealised profits on the revaluation of investments 1.274 59 9 1,342 3 1,345
Portfolic income
Dividends 8 23 19 50 14 66
Interest income from investment portfolio 50 - - 50 3 53
Fees receivable [} - - & - -}
Foreign exchange on investments 248 -} 15 259 16 285
Gross investment return 1,624 87 44 1,755 38 1,793
Fees receivable from external funds 10 36 - 46 25 71
Operating expenses {76) {41} - (117) (13) {130}
Interast receivable 2 - 2
Interest payable 49 - (49)
Exchange movemnents 28 9 19
Other income 10 2 12
Operating profit before carry 1,675 43 1,718
Carried interest
Carried interest and performance fees receivable 275 4 - 279 1 280
Carried interest and perfarmance fees payable 431) (3} - {434) - 434)
Operating profit 1,520 44 1,564
Profit on disposal of Debt Management business before tax - 43 48
Income taxes 3 {1 2
Other comprehensive income
Re-measurements of defined benefit plans (22) - (22)
Total return 1,501 k'l 1,592
Net divestment/{investment)
Realisations? 982 12 kh 1,005 270 1,275
Cash investment (478) (131) {29) (638) {51} (629}
504 {119) (18) 367 219 586
Balance sheet
Dwaning portfolic value at 1 April 20163 3,741 527 92 4,260 137 4,497
Investment’ 548 131 29 708 51 759
Value disposed {944) {13) (10) (967} {191) {1,158)
Unrealised value movement 1,274 59 2 1,242 3 1,345
Other movernent” 212 2 18 232 - 232
Closing portfolio value at 31 March 2017 4,831 706 138 5,675 - 5,675

1 Disconunued operations relate to the Debt Maragement business sold to Investcorp Other -efates to the residual Debt Management investmants retaired by 31

)

Private Equity does not Include proceeds paid from investee Folding comparies of £33 miliion. Total proceeds from the sale of the Debt Management business were £270 million, of which

£17 muilion related to the investment made by 31 Group plc on behalf of Debt Managemert Investrents Ltd and E16million refated to an intercompary loan provided by 31 Group plc to

Debt Management US LLC and not included within the consalidated Group

w

Tre residual Dekt Management stakes are included within Other
Includes capitalised interest and other non-cash investrrant

W oA
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1 Segmental analysis continued

Investment basis Total
Private continuing  Discontinued
Equity  Infrastructure Other' operations aperations' Total
Year ta 31 March 2016 £m £m fm fm fm fm
Realised profits aver value on the disposal of investments &9 3 - 72 - 72
Unrealised profits/losses) on the revaluation of investments 690 22 (22) &90 2N 669
Partfalic income
Dividends 18 21 10 49 22 7t
Interest income from investment portfalia 59 - - 5@ 4 43
Fees receivable/{payable) 7 - - 7 m 6
Foreign exchange on mvestments 168 1 5 174 14 188
Gross investment return 1,01 47 (7 1,051 18 1,069
Fees receivable from external funds 13 28 - 41 38 79
Ogperating expenses? (75} (32 - (107) 27 (134)
Interest receivable 4 - 4
Interest payable 47) - 47)
Exchange movements 131) - {31)
Operating profit before carry Al 29 240
Carried interest
Carried interest and performance fees receivable 58 20 - 78 5 83
Carried interest and performance fees payable (71} (15} - (186) 2) (188)
Acquisition related earn-out charges - - - - S )]
Operating profit 803 27 830
Income taxes - - -
Other comprehensive income
Re-measurements of defined benefit plans &) - (&)
Total return 797 27 824
Net divestment/{investment)
Rezlisations? 743 51 - 764 2 796
Cash investment! (365) - 68) 433) [20) 453)
378 51 68) 361 {18} 343
Balance sheet
Opening portfolio value at 1 Agril 2015 3148 553 51 3752 125 1,877
Investment® 464 - 68 532 20 552
Value disposed (674) 48) - (722) 2 (724)
Unrealised value movement 4690 22 22) 490 {21 669
Other movement* 113 - {5) 108 15 123
Closing portfolio value at 31 March 2016 3,741 527 92 4,360 137 4,497

1 D¥scontinued operations comprisa the Debt Management business sold to Investcorp on 3 Maren 2017 Operating expenses have been re-presenied o reflect only direct expenses relating
to Debt Management withir discontinued operatiors Other relates to the residual Deot Management investments retained by 3

Includes restructuring casts of £5 million for Private Equity.

includes capitalised interest and other non-casn investrent,

[ NS A N

Street | portfalio

£25 million in Private Equity relates to proceads held hack in the holding company of the investee company
Includes £4 million of Cebt Management investment awarting settlement at 31 March 2014

Other movement relates to foreign exchange anc the orowisioning of capitaiised .nterest, Withir disconunued operatons, £9 milbon relates 1o capital withdrawn from the Palace
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Audited financial statements

Notes to the accounts

continued

1 Segmental analysis continued

Investment basis 7 Northern North Rest of
UK Europe America World Total
Year to 31 March 2017 fm £m £m £m £m
Graoss investmant return
Realised (losses)/profits over value on the disposal of investments (33} 51 12 8 38
Unrealised profita/{losses) on the revaluation of investments 160 1183 12 {10) 1,345
Portfolio income/(expense) 34 77 15 1) 125
Foreign exchange on investments 1 1946 43 45 285
162 1,507 82 42 1,793
Net divestment/(investment)
Realisations 239 818 179 39 1.275
Cash investment {131) (488) (69) {1) {639)
108 330 110 38 584
Balance sheet
Closing portfelio value at 31 March 2017 1,309 3,639 349 378 5,675
Investment basis Northern North Rest of
UK Europe America World Total
Year to 31 March 2016 £m fm £m fm fm
Gross investment return )
Realised profits over value on the disposal of investments 8 49 4 i 72
Unreatised prcfits/{losses) on the revaluation of investments " 707 (50) 1 669
Portfolic income 59 64 12 3 140
Foreign exchange on investments 2 175 1 - 188
80 997 23) 15 1,069
Net divestment/(investment)
Realisations 62 586 96 52 798
Cash investment 121 (272 {60 - 453)
{59 314 36 52 343

Balance sheet
Closing portfolio value at 31 March 2016 1,240 2,498 385 374 4,497
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2 Realised profits over value on the disposal of investments

2017 2017
Unguoted Quoted 2017
investments  investments Total
B £m £m £m
Realisatians 266 23 284
Valuation of disposed investments {292) (19) 311)
(26) 1 {25)
Of which:
- profits recogrised on realisations 23 1 24
—losses recognised on realisations 49 - 49)
{26) 1 (25)
2016 2016
Unguoted Quoted 2018
investments’  investments' Total'
m o &
Realisations 176 60 235
Valuation of disposed investments {166) 159) 225)
10 1 |
Of which:
— profits recognised on realisations 12 2 14
— losses recognised on realisations (2 () 3
10 1 M-
1 Comparatives ‘or the year ended 31 March 2016 have been re-presented to reflect the classificat.en of the Group's Debt Managerent business which was sold on 3 March 2017 as
discontinuea operations See Note 31
3 Unrealised profits on the revaluation of investments
i - 2017 “2017
Unquoted Quoted 207
investments  investments Total
£m £m £m
Movement in the fair value of investments 224 38 262
Of which:
—unrealised gains 243 a8 281
—unrealised losses 9 - {(19)
224 k1] 262
T o 0% 2016 o
Unquoted Quoted 2016
investments'  investments' Total'
_ £rn £m £
Movement in the fair value of iInvestments 94 20 114
Of which:
- unrealised gains 155 20 175
—unrealised losses {61) — 61)
94 20 114

as discont nued operations See Note 3°

Comparat ves for the year ended 31 March 2014 have bieen re-preserted to reflact the classificaton of the Group's Debt Management business wmch was sold on 3 March 2017
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Audited financial statements

Notes to the accounts

continued

4 Operating expenses

Operating expenses of £116 million (2016: £105 millian) recognised in the IFRS Consolidated statement of cormprehensive income

include the following amounts:

2017 2016
R : ) £m fm
Depreciation of property, plant and equipment 2 1
Audit fees 2 2
Staff costs (Note 5) 78 66
Restructuring and redundancy costs 2 5
Expenses incurred in the entities accounted for as investment entity subsidiaries were £1 million (2016: £2 million}).
5 Staff costs
The table below is prepared in accordance with Companies Act requirements, which is consistent with both the IFRS and the
Investment basis.
T i 2017 2016
£m £fm
Wages and salaries from continuing operations' ) 57 48
Social security costs from continuing operations 10 8
Share-based payment costs (Note 27) from continuing operations 7 7
Pension costs from continuing operations 4 3
Staff costs from continuing operations 78 66
Wages and salaries from discontinued operations’ 13
Social security costs from discontinued operations 1 2
Share-based payment costs (Note 27) from discontinued operations - 1
Pension costs from discontinued operations - 1
Staff costs from discontinued operations 10 17
Total staff costs 88 83

The average number of employees during the year was 281 (2016: 274).

Wages and salaries shown above include salaries paid in the year, bonuses and portfolio incentive schemes relating to the year ended
31 March 2017. For continuing operations these costs are included in operating expenses. The amounts for discontinued operations
are included in profit for the year from discontinued operations as shown in Note 31. The table below anzlyses these costs between

fixed and variable elements.

2017 2018'

o £m fm

Fixed staff costs from continuing operations 37 34
Variable staff costs from continuing operations? 41 32
Statf costs from continuing eperations 78 66
Fixed staff costs from discontinued operations 4 7
Variable staff costs from discontinued operations? 6 10
Staff costs from discontinued operations 10 17
Total staff costs 88 33

More detail on this information is included in the Directors’ remuneration report on pages 77 to 94,

1 Comparatives for the year ended 31 March 2016 have been re-preserted to veflect the dassification of the Group’s Debt Management business which was sold or 3March 20°7

as discontinued operations See Note 31.

2 Includes cash bonuses and cash settled share awards

116 3i Group Annual repert and accounts 2017



6 Information regarding the Group's Auditor

During the year the Group obtained the following services from its Auditor, Ernst & Young LLP. The table below is prepared
in accordance with Companies Act requirements, which is consistent with both the IFRS and the Investment basis.

2017 2014
£m fm
Audit services

Statutory audit - Company 1.2 12
— UK subsidiaries 0.5 05
— Overseas subsidiaries n.2 03
19 2.0

Non-audit services
Qther assurance services 0.2 o1
Investment due diligence 1.0 13
Tax services (compliznce and advisory services) 0.1 Q1
32 35

7 Income taxes

Accounting policy:

Income taxes represent the sum of the tax currently payable, withholding taxes suffered and deferred tax. Tax is charged or
credited in the Consolidated statement of comprehensive income, except where it relates to items charged or credited directly
1o equity, in which case the tax is also dealt within equity.

The tax currently payable is based on the taxable profit for the year. This may differ from the profit included in the Consolidated
statement of comprehensive income because it excludes items of income or expense that are taxable or deductible in cther years
and it further excludes items that are never taxable or deductible,

To enzble the tax charge to be based on the profit for the year, deferred tax is provided in full on temporary timing differences,

at the rates of tax expected to apply when these differences crystallise. Deferred tax assets are recognised orly to the extent that
it is probable that sufficient taxable profits will be available against which temporary differences can be set off. All deferred tax
liabilities are offset against deferred tax assets, where appropriate, in accordance with the provisions of |AS 12

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that itis no longer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

The main rate of UK corporation tax is to be raeduced from 20% to 19% from 1 Aprit 2017, and further to 17% from 1 April 2020.
These changes will affect future UK corporate taxes payable and the rate at which deferred tax assets are expected to reverse.

2017 2016
£m fm
Current taxes
Current year 1 4
Prior year 4 n
Deferred taxes
Deferred income taxes - m
Total income tax {credit)/charge in the Consolidated statement of comprehensive income 3 2
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Audited financial statements

Notes to the accounts

continued

7 Income taxes continued

Reconciliation of income taxes in the Consolidated statement of comprehensive income

The tax charge for the year is different to the standard rate of corparation tax in the UK, currently 20% (2016: 20%), and the differences
are explained below:

2017 2016
£m fm
Profit before tax B ) ) 1,524 794
Profit before tax multiplied by rate of carporation tax in the UK of 20% (2016: 20%) 305 159
Effects of:
Non-taxable capital profits due to UK approved investment trust campany status {309} {165}
Non-taxabie dividend income (6) {5)
(10) (1)
Other differences between accounting and tax profits.
Permanent differences — non-deductible items - 4
Temporary differences on which deferred tax is not recognised 4 2
Overseas countries taxes (3) 2
Excess unutilised tax losses arising in the period é 5
Total income tax (credit)/charge in the Consclidated statement of comprehensive income (3) 2

The affairs of the Group's parent company are directed so as to allow it to meet the requisite conditions to continue to operate as an
approved investment trust company for UK tax purposes. An approved investmant trust company is a UK investment company which
is required to meet certain conditions set out in the UK tax rules to obtain and maintain its tax status. This approval allows certain
investment profits of the Company, broadly its capital profits, to be exempt from tax in the UK. Approved investment trust companies
are particularly suited for investrent vehicles as their tax status allows them to ensure that their shareholders do not suffer double
taxation of their returns.

Including a net tax charge of nil (2016: £2 million credit) in the fair valued entities, the Group recognised a total tax credit of £3 million
(2016: nil) under the Investment basis.

Deferred income taxes

2017 2016
. £m fm
Opening deferred income tax asset
Tax losses 7 7
Income in accounts taxable in the future 7] N
Other 3 2
3 2
Recognised through Consolidated statement of comprehensive income
Tax losses recognised 1 -
Income in accounts taxable in the future " -
Cther - 1
- 1
Recognised within discontinued operations
Deferred tax asset transferred with discontinued operations (3 —
3) -
Closing deferred income tax asset
Tax losses 8 7
Income in accounts taxable in the future (8} (7
Other - 3
- 3

At 31 March 2017, the Group had carried forward tax losses of £1,390 million {31 March 2016: £1,375 million}, capital losses of £93 million
{31 March 2014: £88 million) and other temporary differences of £94 million {31 March 2016: £69 million). It is uncertain that the Group
will generate sufficient or relevant taxable profits in the fareseeable 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 19% {2016: 19%).
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8 Per share information

The calculation of basic earnings per share is based on the profit attributable to shareholders and the number of basic average shares.
When calculating the diluted earnings per share, the weighted average number of shares in issue is adjusted for the effect of all
dilutive share options and awards.

As at 31 March ‘ 2017 2016
Earnings per share {pence)

Basic earnings per share 169.2 85.4
— of which from continuing operations 159.0 830
— of which from discontinued aperationsg 10.2 26
Diluted earnings per share 168.4 BS5.2
— of which from continuing operaticns 158.3 82.6
— of which from discontinued operations 101 2.5

Earnings (£m)

Profit for the year attributable to eguity holders of the Company 1,625 817
- of which from continuing operations 1,527 792
— of which from discontinued operations 98 25

* Comparat ves for the year ended 31 March 2016 have been re-presented ta reflect the classificatior of the Group's Debt Management business wnich was sold on 3 Marck 2017
as discontinued nperations See Note 31

As at 31 March 2017 2018
Weighted average number of shares in issue

Ordinary shares 972,734,609 972,569,633
Own shares (12,580,145} {18,427460)

960,154,464 954142173

Effect of dilutive potential ordinary shares

Share options and awards 4,710,808 4,735,616
Diluted shares 964,865,272 958,877,789
As at 31 March 217 2016
Net assets per share (£} -

Basic 6.07 4.66
Diluted 6.04 463
Net assets (Em)

Net assets attributable to equity holders of the Company 5,836 4,455

Basic NAV per share is calculated on 961,458,801 shares in issue at 31 March 2017 (31 March 2016: 956,417,466). Diluted NAV per share is
calculated on diluted shares of 966,553,549 at 31 March 2017 (31 March 2016: 961,323,047),

@ Dividends

27 2016
pence per 2017 pence per 2016
share £m share fm
Declared and paid during the year
Ordinary shares
Final dividend 16.0 154 14.0 133
Interim dividend 8.0 76 6.0 57
24.0 230 20.0 190
Proposed final dividend 18.5 178 16.0 154

The Group's dividend policy was updated in May 2016. The Group will pay a base dividend of 16 pence per share and an additional
final dividend which is based on cash realisations, the investment pipeline and the balance sheet at year end. The Group will only pay
an additional final dividend if gress debt is less than £1 billion and gearing is less than 20%, to maintain its conservative approach.
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Audited financial statements

Notes to the accounts

continued

9 Dividends continued

The distribution policy covers the Group's total annual dividend, which is split between a base dividend {16 pence per share} and
an additional dividend. The dividend can be paid out of either the capital reserve or the revenue reserve subject to the investment
trust rules which state that at least 85% of revenue must be distributed by the Company.

10 Investment portfolio

Accounting policy:

Investments are recognised and de-recognised on the date when their purchase or sale is subject to a relevant contract and the
associated risks and rewards have been transferred. The Group manages its investments with a view to profiting from the receipt
of investment income and capital appreciation from changes in the fair vaiue of investments.

All investments are initially recognised at the fair value of the consideration given and are subsequently measured at fair value,
in accordance with the Group's valuation policies.

Quoted investments are designated at fair value through profit and loss and subsequently carried in the Consoclidated statement
of financial position at fair value. Fair value is measured using the closing bid price at the reporting date, where the investment
is quoted on an active stock market.

Unguoted investments, including both equity and loans are designated at fair value through profit and loss and are subsequently
carried in the Consclidated statement of financial position at fair value. Fair value is determined in line with 3i's valuation policy,

which is compliant with the fair value guidelines under IFRS and the International Private Equity and Venture Capital (IPEV) Valuation

Guidelines, details of which are available in "Portfclio valuation — an explanation” on pages 158 and 159.

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 is treated as part of investment additions during the year. If the fair
value of an investment is assessed to be below the principal value of the loan the Group recognises a fair value reduction against
any interest income accrued from the date of the assessment gaing forward. “Capitalisation at nil value” is the term used to

describe the capitalisation of accrued interest which has been fully provided for. These transactions are disclosed as additions

to portfolic cost with an equal reduction made where loan notes have nil value.

In accordance with IFRS 10, the proportion of the investment portfolic held by the Group’s unconsolidated subsidiaries is presented as
part of the fair value of investment entity subsidiaries, along with the fair value of their other assets and liabilities. A reconciliation of the

fair value of Investments in investment entities is included in Note 11.

Group Group Company Company

2017 2016 2017 2016

£m fm £fm £fm

Opening book value o 1,540 1,671 1,400 1,016
Additions from continuing operations 29 164 306 95
~ of which loan notes with nil value (10 13) 10) 13
Additions from discontinued operations 70 - 18 -
Disposals, repayments and write-offs from continuing operations 311 [225) (307) (224)
Disposals, repayments and write-offs from discontinued operations {191) - (24) -
Fair value movement from continuing operations! 262 72 256 19
Fair value movement from discontinued operations 3 - - -
Other mavements and net cash movements from continuing operations 1 (149) &5 7
Other movements and net cash movements from discontinued operations {19) - (19 -
Closing book value 1,706 1,540 1,685 1,400
Quoted investments 390 297 3%0 297
Unguoted investments 1,316 1,243 1,295 1,103
Closing book value 1,706 1,540 1,685 1,400

1 All fair value movements relate to assets held at tne end of the period

The helding period of 3i's investment portfolio is on average greater than one year. For this reason the portfolic is classified

as non-current. It is not possible to identify with certainty investments that will be sold within one year.

Additions from continuing operations include £11 million (2016 £35 million) in capitalised interest received by way of loan
notes, of which £10 million (2016: £13 million} has been written down in the period te nil, as well as cash advanced to Debt

Management warehouses
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10 Investment portfolio continued
Included within the Consclidated statement of comprehensive income is £10 million {31 March 2014: £22 million) of interest income

which reflects the net additions after write downs noted above, £4 millicn (31 March 2014: £1 million) of cash incorme and the g
capitalisation of prior year accrued income and non-capitzalised accrued income is £5 million (31 March 2016: £(1) million). %
m
The profit from discontinued cperations incdludes interest income of £3 million (2016: £4 million). €
. - . <z
Other movements and net cash movements include the effects of foreign exchange and £19 million which relates to cash returned
[2016: £38 million} from Debt Management warehouses.
Quoted investments are classified as Level 1 in the fair value hierarchy and unquoted investments are classified as Level 3 in the fair
value hierarchy, see Note 12 for details. _
3
.. . . g . @
11 Investments in investment entity subsidiaries g
~
Accounting policy: g
Investments in investment entity subsidiaries are accounted for as financial instruments at fair value through profit and loss.
These entities are typically limited partnerships and other intermediate investment halding structures which hold the Group's
interests in investments in portfolio companies {Investment Entity Holding Companies). 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. a
9
Substantially all of these entities meet the definition of a Fund under the IPEV guidelines and the fair value and unit of account of B
these entities is their net asset values. There were no adjustments to the subsidiaries’ net asset values in the year. 2
We determine that in the ordinary course of business, the net asset values of an investment entity subsidiary are considered to be ]
the most appropriate to determine fair value. At each reporting period, we consider whether any additional fair value adjustments 3
need to be made to the net asset values of the investment entity subsidiaries. These adjustments may be required to reflect market g
participants’ considerations about fair value that may include, but are not limited tg, liquidity and the portfolio effect of helding <
multiple investments within the investment entity subsidiary. There was no particular circumstance to indicate that a fair value
adjustment was required and after due consideration we concluded that the net asset values were the most appropriate reflection @
of fair value at 31 March 2017. ]
g
) o 3
Group Group
2017 2016
Non-current £m £m
Opening fair value 2,680 2,079
MNet cash flow from investment entities {244) {204} "
Fair value movements on investment entity subsidiaries 1,041 561 &
Transfer of assets to investment entity subsidiaries 8 216 §
Closing fair value 3,483 2,680 F
All investment entities are classified as Level 3 in the fair value hierarchy, see Note 12 for details.
A 5% movement in the closing book value of investments in investment entities would have an impact of £174 million (31 March 2014
£134 miltion).
Restrictions 2
3i Group ple, the ukimate parent company, receives dividend income from its subsidiaries. There are no restrictions on the ability ;
to transfer funds from these subsidiaries to the Group except for a cash balance of £56 million held on escrow in an investment entity g
subsidiary for the carried interest payable. 3
S
3

Support

3i Group plc continues to provide, where necessary, ongoing support to its investment entity subsidiaries for the purchase of portfolio
investments. During the year, there were net cash flows to the Group as noted in the table above. The Group's current commitments
are disclosed in Note 24.
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Audited financial statements

Notes to the accounts

continued

12 Fair values of assets and liabilities

Accounting policy:

Financial instruments, other than those held at amortised cost, are held at fairr value and are designated irrevocably at inception.
In particular, 3i designates groups of financial instruments as being at fair value when they are managed, and their performance
evaluated, on a fair value basis in accordance with a decumented risk management or investment strategy, and where information
about the groups of financial instruments is reported to management on that basis.

(A) Classification

The following tables analyse the Group's assets and liabilities in accordance with the categeries of financial instruments in IAS 39:

Group Group Group Group
2017 2017 2016 2016
Designated Other Designated Other
at fair value financial at fair value financial
through  instruments Group through instruments Group
profit and  at amortised 2017 profitand  atamartised 2016
loss cost Total loss cost Total
At 31 March B £m £m £m £m fm £m
Assets
Quoted investments 390 - 390 297 - 297
Unguoted investments 1.316 - 1,316 1.243 - 1,243
Investments in investment entities 3,483 - 3,483 2,680 - 2,680
Other financial assets - 425 425 - 185 185
Total 5,189 425 5.614 4,220 185 4,405
Liabifities
Leoans and botrowings - 575 575 - 837 83/
Cther financial liabilities - 274 274 - 232 232
Total - 849 849 - 1,069 1,069
- Campany Company - Company Company
2017 2017 2016 2076
Designated Other Designated Other
at fair value financial at farr value financial
through  instruments Company through instruments Company
profit and at amortised 2017 profitand  at amortised 2016
loss cost Total loss cost Total
At 31 March £m £m £m fm Em £
Assets
Quoted investments 390 - 390 297 - 297
Unguoted investments 1,295 - 1,295 1,103 - 1,03
Other financial assets - 384 384 - 13 113
Total 1,685 384 2,069 1400 13 1,513
Liabilities
Loans and borrowings - 575 575 - 837 337
Other financial liakilities - 522 522 - 419 419
Total - 1.097 1,097 - 1,256 1,256

Within the Company £3,483 millicn {31 March 2016: £2,680 miflion) of the Interest in Group entities is held at fair value.

(B) Valuation

The fair values of the Group’s financial assets and liabilities are not materially different from their carrying values with the exception
of lgans and borrowings. The fair value of the loans and borrowings is £741 million {31 March 2016: £967 million), determined with
reference to their published market prices. The carrying value of the loans and borrowings is £575 million (31 March 2016: £837 million).
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12 Fair values of assets and liabilities continued

Valuation hierarchy

The Group classifies financial instruments measured at fair value in the investment portfolio accerding to the following hierarchy:

Level Fair value input description Financial instruments
Level 1 CQuoted prices (unadjusted) from active markets Quoted equity iInstruments
Level 2 Inputs other than quoted prices included in Level 1 that Fixed rate loan notes
are observable either directly (ie as prices) or indirectly
(ie derived from prices)
Level 3 Inputs that are not based on observable market data Unguoted equity instruments and loan instruments

Unguoted equity instruments and debt instruments are measured in accordance with the 'PEV Guidelines with reference to the
most appropriate information available at the time of measurement. Further information regarding the valuation of unquoted equity
instruments and debt instruments can be found in the section Portfolic valuation — an explanation on pages 158 and 159.

The tables below show the classification of financial instruments held at fair value into the valuation hierarchy at 31 March 2017:

Group Group Group Group Graup Group Group Group

2017 2017 2017 2017 2016 2016 2016 2016

Level 1 Level 2 Level 3 Total Lavel 1 Level 2 Level 3 Total

- £fm £m £m £m £m frm ) £m £m
Assets

Quoted investments 390 - - 390 297 - - 297

Ungucted investments - - 1,316 1,316 - - 1,243 1,243

Investment in investment entity subsidiaries - - 3,483 3,483 - - 2,680 2,680

Total 390 - 4,799 5,189 297 - 3923 4220

The above disclosure only relates to the investment portfolio and the investments in our investment entity subsidiaries. We determine
that in the ordinary course of business, the net asset values of an investment entity subsidiary are considered to be the most
appropriate to determine fair value. The underlying portfolio is valued under the same methodalogy as directly held investments,
with any cther assets or liabilities within investment entity subsidiaries fair valued in accordance with the Group’s accounting policies.
Note 11 details the Directors’ considerations about the fair value of the underlying investment entity subsidiaries.

Movemenis in the directly held investment portfolio categorised as Level 3 during the year:

Group Group Cormpany Company

2017 2016 2017 2016

B £m fm £m f.:rl

Opening bock value 11,243 1,272 1,103 1,082
Additions from continuing cperations 213 164 228 95
- af which loan nates with nil value (10 13 (10) 13
Additions from discontinued operations 70 - 18 _
Disposals, repayments and write-affs from continuing operations {292) (166) (288) 1165)
Disposals, repayments and write-offs from discontinued operations {191) - (24) -
Fair value movement from centinuing operations' 224 72 218 w8
Fair value movement from discontinued opeérations 3 - - -
Qther movements and net cash movements from continuing operations 75 (86} 69 &
Qther movements and net cash movements from discontinued cperations {19} - (19) —
Closing book value 1,316 1,243 1,295 1,103

1 Allfairvalue mgvements relate to assets held at the end of the aeniod.
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Audited financial statements

Notes to the accounts

continued

12 Fair values of assets and liabilities continued
Other mavements include the effects of foreign exchange.

On a continuing basis, unquoted investments valued using Level 3 inputs also had the following impact on the Consolidated statement
of comprshensive income: realised losses over value on disposal of investment of £24 million (2014: £10 million (realised profit)),
dividend income of £24 million (2016: £46 million} and foreign exchange gains of £63 million (2016: £40 million).

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 2017, classified as Level 3, 33% {31 March 2016: 28%) were vaiued using a multiple
of earnings and the remaining 67% (31 March 2014 72%) were valued using alternative valuation methodologies.

Assets move between Level 1 and Level 3 primarily due to an increase or decrease in observable market activity related to an input
which is primarily when an unquated equity investment lists on a quated market exchange.

Valuation multiple — The valuation multiple is the main assumption applied to a multiple of earnings based valuation. The multiple is
derived from comparable listed companies or relevant market transaction multiples. Companies in the same industry and geography
and, where possible, with a similar business model and profile are selected and then adjusted for factors including liquidity risk, growth
potential and relative performance. They are also adjusted to represent our longer term view of performance through the cycle or

our exit assumptions. The value weighted average earnings multiple used when valuing the portfolio at 31 March 2017 was 10.23x
(2016: 9.83x).

If the mubtiple used to value each unquoted investment valued on an earnings multiple basis as at 31 March 2017 decreased by 5%, the
investment portfolio would decrease by £18 million (31 March 2016: £19 million) or 1% {31 March 2016: 19%). If the same sensitivity was
applied to the underlying portfolio held by investment entities, this would have a negative impact of £224 millien (31 March 2016: £173
million} or 6% (31 March 2016: 6%).

If the multiple increased by 5% then the investment portfolio would increase by £16 million (31 March 2016: £19 million) or 1% (31 March
2014: 1%}, if the same sensitivity was applied to the underlying portfolic held by investment entities, this would have a pasitive impact
of £215 million (31 March 2016: £172 million) or 5% (31 March 2016: 6%).

Alternative valuation methodologies — There are a number of alternative investrment valuation methodologies used by the Group,
for reascns specific to individual assets. The details of such valuation methodologies, and the inputs that are used, are given in the
Portfolio valuation — an explanation section on pages 158 and 159

Each methodology is used for a preportion of assets by value, and at year end the following techniques were used under an IFRS basis:
41% DCF {31 March 2016: 30%), 4% broker quotes (31 March 2014: 18%), 2% imminent sale {31 March 2016: 11%), 10% industry metric
(31 March 2016: 10%) and 10% other (31 March 2016: 3%).

If the value of all of the investments valued under alternative methodologies rmoved by 5%, this would have an impact on the
investment portfolio of £44 million {31 March 2016 £45 million) or 3% (31 March 2016: 3%). If the same sensitivity was applied to the
underlying portfolic held by investment entities, this would have an impact of £7 million (31 March 2016. £9 million) or 0.2% (31 March
2016: 0.3%).
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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 perfarmance fees receivable”) from funds which it manages on behalf
of third parties. These profits are earned when the funds meet certain performance conditions.

Carried interest and performance fees receivable include amounts receivable from Private Equity and Infrastructure. Each scheme
is separately reviewed at the balance sheet date, and an accrual for carried interest receivable is made once the performance
conditions would be achieved if the remaining assets in that fund were realised at fair value.

Fair value of the assets is determined using the Group's valuation methodolegy and is measured at the balance sheet date.
An accrual is made egual to the Group's share of profits in excess of the performance conditions, taking into account the cash
already returned to fund investors and the fair value of assets remaining in the fund.

The perfarmance fee receivable from 3iN is based on 3iN's most recently published NAV subject to a performance hurdle and
a high water mark.

Carried interest and performance fees payable

The Group offers investment executives the opportunity to participate in the returns from investments subject to certain
performance conditions. “Carried interast and performance fees payable” is the term used for amounts payable to executives
on these investment-related transactions,

A variety of asset pooling arrangements are in place so that executives may have an interest in one or more carried interest plans.
Carried interest payable is accrued if its performance conditions, measured at the balance sheet date, would be achieved if the
remaining assets in that plan were realised at fair value. An accrual is made equal to the executive’s share of profits in excess of the
performance canditions in place in the carried interest plan, discounted to reflect the likely actual cash payment date, which may
be materially later than the time of the accrual.

The Infrastructure performance fee is accrued when the Group becomes contractually liable to make payments to the team.

Under IFRS 10, where carried interest payable reduces the fair value of an investment entity subsidiary, that movement is recorded
through "Fair value movements on investment entity subsidiaries”. At 31 March 2017, an additional £538 million of carried interest
payable was recognised in the Consolidated statement of financial positicn of these investment entity subsidiaries (31 March

2014: £299 million).

Group Group
2017 2014
— £m  fEm
Opening carried interest and performance fees receivable "z 38
Carried interest and performance fees receivable recognised in the Consolidated statement of comprehensive
income during the year from continuing operations 280 78
Carried nterest and perfermance fees receivable recegnised in the Consolidated statement of comprehensive
incarmne during the year from discontinued operations 1 -
Cash received in the year from continuing operations {35) 52)
Cash received in the year from discontinued operations {4} -
Carned interest receivable transferred with discontinued operations (5) -
QOther movements 9 3
Closing carried interest and performance fees receivable 363 117
Of which: receivable in greater than one year 354 8%
T Group Group
2017 2016
£m £m
Opening carried interest and performance F;é;;ayable 105 85
Carried interest and performance fees payabie recognised in the Consolidated statement of comprehensive income
during the year from continuing cperations’ 98 31
Carried interest and performance fees payable recognised in the Consolidated statement of comprehensive income
during the year from discontinued operations - -
Cash paid in the year from continuing operations {25} (13)
Cash paid in the year from discontinued operatians (2} -
Carried interest payable transferred with discontinued operations (3} -
Other movernents (26} 2
Clesing carried interest and performance fees payabie 147 105
Of which: payable in greater than one year 124 85

" The carry payakle charge in the table aosve does not include £10 rmillion (2016 £9 million) associated witn the share-based payment charge anising lrom related carry scnemes The total
carried interest and performancs fee payable recognised ir the Consalidated statemer- of comprehansive income s £108 milhon (2016 £38 million). See Note 27 “Share-based payments”

for further details
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Audited financial statements

Notes to the accounts

continued

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 less accumulated amortisation and any impairment losses,

Amortisation is charged to the Consolidated statement of comprehensive income, included in operating expenses,
on a straight-ine basis over the estimated useful life of the fund management contract, typically five to 10 years.

Gooduwill is recognised on the acquisition 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

2017 2016

Fund management contracts ) £m £rmn
Opening cost 33 3
Disposa! of discontinued operations (33) -
Closing cost — 33
Opening accumulated amortisation 30 23
Charge for the year within discontinued operations 3 7
Disposal of discontinued operations (33) -
Closing accumulated amortisation - 30
Net book amount — 3
Group Group

2017 2016

Goodwill £m fm
apgéning value B 9 9
Disposal of discontinued operations () -
Closing value - 9
Total intangible assets - 12

15 Other assets

Accounting policy:

Assets, other than those specifically accounted for under a separate policy, are stated at their cost iess impairment losses. They are
reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the
asset's recoverable amount is estimated based on expected discounted future cash flows. Any change in the Jevel of impairment

is recognised directly in the Consclidated statement of comprehensive income.

Group Group Company Company

2017 2016 2017 2016

- o o £m fm £m fm
Prepayments 2 2 - -
Other debtors &0 66 24 22
Armounts due from subsidiaries - _ 1 4
Total other assets 62 48 25 26
Of which: receivable in greater than one year 50 37 21 17

At 31 March 2017, there were no amounts that were past due or impaired for Group or Company (31 March 2016: nil for Group

and Company).
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16 Loans and borrowings

Accounting policy:

All loans and borrowings are initially recognised at the fair value of the consideration received. After initial recognition, these are
subsequently measured at amortised cost using the effective interest method, which is the rate that exactly discounts the estimated
future cash flows through the expected life of the liabilities. Financial liabilities are derecognised when they are extinguished.

Group Group
2017 2016
£m £m
Loans and borrowings Za.r‘-ékrepayable as follows:
Within one year - 262
Between the second and fifth year - -
After five years 575 575
575 837
Principal borrowings include:
Group Group Company Cornpany
2017 2016 2017 2016
Rate Maturity £m fm £m fm
Issued under the £2,000 million note issuance programme o )
Fixed rate
€331 million notes (public issue} 5.625% 2017 - 262 - 262
£200 million notes (public issue) 6.875% 2023 200 200 200 200
£375 million notes (public issue) 5.750% 2032 375 375 375 375
575 837 575 837
Committed multi-currency facilities
£329 million LIBOR+0.60% 2021 - - - -
Total loans and borrowings 575 837 575 837

The maturity of the Company's £329 million (31 March 2016: £350 millicn) syndicated multi-currency facility was extended by one year
to September 2021 in the current financial year, following an agreement with all but one of the participating banks. The £329 million

facility has no financial covenants.

During the year, the €331 million outstanding of the Company's £350 million fixed rate notes were repaid in full.

All of the Group's borrowings are repayzble in one instalment on the respective maturity dates. None of the Group's interest-bearing

loans and borrowings are secured on the assets of the Group.

The fair value of the loans and borrowings is £741 million (31 March 2016: £967 million), determined with reference to their published
market prices. The loans and borrowings are included in Level 2 of the fair value hierarchy.

In accordance with the FCA Handbook (FUNDS 3.2.2. R and Fund 3.2.6. R), 37 investments plc, as AlFM of the Company is required
to calculate leverage in accordance with a set formula and disclose this to investors. In line with the relevant requirements, leverage
for the Group is 115% {31 March 2016: 116%) and the Company is 107% (31 March 2016: 119%) under both the gross method and
commitment method. The leverage for 3i Investments plec is 100% (31 March 2014: 100%) under both the gross method and the

commitment method.

Under the Securfties Financing Transactions Regulation ("SFTR"} and AIFMD, 3i is required to disclose certain information relating
to the use of securities financing transactions ("SFTs") and total return swaps. At 31 March 2017, 3i was not party to any transactions

involving SFTs or total return swaps.
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Audited financial statements

Notes to the accounts

continued

17 Provisions

Accounting policy:

Provisions are recognised when the Group has a present cbligation of uncertain timing or amount as a result of past events and
it is probable that the Group will be required to settle that obligation and a reliable estimate of that obligation can be made.
The provisions are measured at the Directors’ best estimate of the amount to settle the obligaticn at the balance sheet date and
are discounted to present value if the effect is material. Changes in provisions are recognised in the Consalidated statement

of comprehensive income for the period.

Group Group o Group Group

207 2017 2017 2017

Property Redundancy Restructuring Total

£m £m £m o £fm

Opening balance 2 5 1 8
Charge for the year 1 2 - 3
Utilised in the year - 4) ) 5)
Closing balance 3 3 - &
Of which: payable ih greater than one year 2 - - 2
Group Grou; B Group Group

2016 2016 - 2016 204

Property  Redundancy Restructuring Total

m fm £m fm

Opening balance 4 1 3 8
Charge for the year - 5 - 5
Utilised in the year @) n @ (5)
Closing balance 2 5 1 8
Of which: payable in greater than ane year 1 - = 1

The provision for redundancy relates to staff reductions communicated pricr to 31 March 2077 Most of the provision is expected to be
utiised in the next year.

The Group has a number of leasehold properties whose rent and unavoidable costs exceed the economic benefits expected to be
received. These costs arise over the period of the lease, and have been provided for to the extent they are not covered by income from
subleases. The leases covered by the provision have a remaining term of up to three years. The property provision also includes an
estimate of the costs required to restore leased property to its original condition at the end of the lease term.

18 Trade and other payables

Accounting policy:

Liabilities, other than those specifically accounted for under a separate policy, are stated based on the amounts which are
considered to be payable in respect of goods or services received up to the balance sheet date.

Group Group Company Companyr

2017 2016 2017 2016

o £m fm £m fm

Amounts due to subsidiaries ~ - 477 408
Trade and other payabies 127 126 29 9
Total trade and other payables 127 126 506 417
Of which: payable in greater than one year 24 27 - -
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19 Issued capital

Accounting policy:

Ordinary shares issued by the Group are recognised at the proceeds or fair value received with the excess of the amount received
over nominal value being credited to the share premium account. Direct issue costs net of tax are deducted from equity.

2017 2017 2016 2016
lssued and fully paid Number £fm Mumber fm
Ordinary shares of 73'%2p T
QOpening balance 972,661,444 719 $72,.453 819 719
Issued on exercise of share options and under employee share plans 146,980 - 207.625 -
Closing balance 972,808,424 719 972,661,444 719

The Company issued 146,980 ordinary shares tc the Trustee of the 3i Group Share Incentive Plan for a total cash consideration of
£919,72Q at various prices from 483.30 pence tc 726.17 pence per share (being the market prices on the issue dates which were the last
trading day of each month in the year). These shares were ordinary shares with no additional rights attached to them and had a total
nominal value of £108,565.

20 Own shares

Accounting policy:

Own shares are recorded by the Group when ordinary shares are acquired by the Company or by The 3i Group Employee Benefit
Trust. Own shares are deducted from shareholders’ equity. A transfer is made to retained earnings at their weighted average cost
in line with the vesting of own shares heid for the purposes of share-based payments. The number of own shares held by the Trust
and the schemes are described in Note 27.

2m7 2016

£m fm
Cpening cost o 54 )
Awards granted and exercised (16) (25)
Closing cost 38 54

21 Capital structure

The capital structure of the Group consists of net debt, including cash held on deposit, long-term borrowings and sharehalders’
equity. The type and maturity of the Group's borrowings are analysed further in Note 14. Capital is managed with the objective
of maximising long-term return to shareholders, whilst maintaining a capital base to allow the Group to operate effectively in the
marketplace and sustain the future development of the business.

Group E}roup Company Company

2017 2014 2017 2016

£m fm £fm £m

Cash and deposits o7 997 927 897
Borrowings and dervative financial habilities (575) (837) {575) 837}
Net cash’ 396 160 352 60
Total equity 5.836 4,455 5,441 4,002
Gearing Inet debt/total equity) nil nil nil nil

* The above aumbers have been prepared under {FRS and differ from the Investment basis as detailed in the Strategic report,

Capital constraints

The Group is generally free to 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 (apart from those shown
in Note 1) have been identified and the Group has been able to distribute profits in a tax-efficient manner.

The Group’s regulated capital requirement is reviewed regularly by the Board of 3i Investments pic, an investment firm that is regulated
by the FCA. The last submission to the FCA demonstrated a significant consolidated capital surplus in excess of the FCA's prudential
rules. The Group's capital requirement is updated regularly following approval of the Grougp's Internal Capital Adequacy Assessment
Process (ICAAP) report by the Board of 3i lnvestments plc. The Group complies with the Individual Capital Guidance as agreed with
the FCA and operates with a significant regulatory capital surplus. The Group's Fillar 3 disclosure document can be found

on www.3i.com.
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Audited financial statements

Notes to the accounts

continued

22 Interests in Group entities

Accournting policy:

The Company has contrelling equity interests in, and makes loans to, both consolidated and fair valued Group entities. Investment
entities are all held at fair value and all other subsidiaries are held at cost less impairment in the Company's accounts. The net assets
of these entities are deemed to represent fair value.

Company Company
2017 2017 Company
Equity Loans and 2017
investments receivables Total
£m £m £m
Opening book value 1,240 1,608 2,843
Additions 93 405 498
Share of profits - 373 373
Disposals and repayments (12) (1.139) (1151)
Fair value movements 818 63 881
Exchange movements - 93 93
Closing book value 2,139 1,403 3,542
S - Company Company -
2016 2016 Company
Equity Loans and 2018
investments receivables Total
B 7 £m £m £m
QOpening book value 951 1450 2,401
Additions 14 487 5
Share of profits - 420 420
Dispesals and repayments (104) {449) (553)
Fair value movements 379 a01) 22)
Exchange movements - 101 101
Closing book value 1,240 1,608 2,848

Details of significant Group entities are given in Note 30.

23 Operating leases

Accounting policy:

The Group leases its office space. Future minimum payments due under non-cancellable operating lease rentals are shown
in the table below. The parent company held no operating leases during the year.

Leases as lessee

Grouf) Group

2017 2006

7 £m fm

Less than one year 7 7
Between one and five years 19 19
Mare than five years 13 15
32 41

The Group leases a number of its offices under operating leases. None of the leases include contingent rentals.

During the year to 31 March 2017, £5 million (2016: £5 million} was recognised as an expense in the Consolidated statement

of comprehensive income in respect of operating leases. There was no impact (2014: nil} on the Consolidated statement of
comprehensive income in respect of subleases, as the difference between future lease and sublease obligations was already provided
for in prior years {refer to Note 17). The total future sublease payments expected to be received under non-cancellable subleases are
£3 million (2016: £4 million).
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24 Commitments

Accounting palicy:

Commitments represent amounts the Group has contractually committed to pay third parties but do not yet represent a charge
or asset. This gives an indication of committed future cash flows. Commitrnents at the year end de not impact the Group's financial
results for the year.

At 31 March 2017 the Group had commitments of £395 million (31 March 2016: £90 million) as follows:

Group Group
Group 2017 Group Group 2016 Group
2017 due 2017 206 due 2016
due between due Group due between due Group
within 2and 5 over 2017 within Z2and 5 over 2016
1 year years S years Total 1 year years S years Total
£m £m £m £m f£m £m fm £m
Equity and loan investrents 393 2 - 395 90 - - 90
Company Campany
Company 2017 Company Company 2014 Company
2017 due 2017 2016 due 2014
due between due Company due between due Company
within 2and 5 over 2017 within 2and5 over 2016
1 year years 5 years Total 1year years 5 years Total
£fm £m fm £rm fm fm £m fm
Equity and loan investments 190 2 - 192 68 - - 48

The amounts shown akbiove include £272 million and £109 million of estimated commitments made by the Group and Company
respectively, ta invest in twe Private Equity companies. They alsc include £82 million of commitments made by the Group and
Company for Infrastructure funds.

The Group and Company are contractually committed to these investments, however they were not completed prior to 31 March 2017,
These commitments are due within one year and are subject to change prior to investrent completion,

Operating lease commitments are detailed in Note 23.

25 Contingent liabilities

Accounting policy:

Contingent liabilities are potential liakilities where there is even greater uncertainty, which could include a dependency on events
not within the Group's contral, but where there is a possible obligation. Contingent liabilities are only disclosed and not included
within the Consclidated statement of financial position.

The Company has provided a guarantee to the Trustees of the 3i Group Pension Plan in respect of liabilities of 3i ple to the Plan. 3i plc
is the sponsor of the 3i Group Pension Plan. On 4 April 2012, the Company transferred eligible assets (£150 million of ordinary shares
in 3i Infrastructure plc) as defined by the agreement to a wholly-owned subsidiary of the Group. The Company will retain alt income
and capital rights in relation to the 3i Infrastructure plc 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 cantrol. The fair value of

the assets held by this subsidiary at 31 March 2017 was £265 million (31 March 2016: £187 million) of which £53 million relates to the
imvestment made as part of 3iN's capital raise in June 2016.

At 31 March 2017, thera was no material litigation outstanding against the Company or any of its subsidiary undertakings.
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Audited financial statements

Notes to the accounts

continued

26 Retirement benefits

Accounting policy:

Payments to defined contribution retirement benefit plans are charged to the Consolidated statement of comprehensive income
as they fall due.

For defined benefit retirement plans, the cost of providing benefits is determined using the projected unit method with actuarial
valuations being carried out at each balance sheet date. Interest on the net defined benefit liability/asset, calculated using the
discount rate used to measure the defined benefit obligation, is recognised in the Consolidated statement of comprehensive
income. Re-measurement gains ar losses are recognised in full as they arise in other comprehensive income.

A retirernent benefit deficit is recognised in the Consolidated statement of financial position to the extent that the present value
of the defined benefit obligations exceeds the fair value of glan assets.

A retirement benefit surplus is recognised in the Consolidated statement of financial position where the fair value of plan assets
exceeds the present value of the defined benefit obligations limited to the extent that the Group can benefit from that surplus.

Retirement benefit plans
{i} Defined contribution plans

The Group operates 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. 3i Europe plc's French branch

is required to contribute a specific percentage of payrolt costs to the retirement benefit scheme to fund these benefits.

The total expense recognised in the Consolidated statement of comprehensive income is £3 million {2076: £3 million), which represents
the contributions paid to these defined contribution plans. There were no outstanding payments due to these plans at the balance
sheet date.

(i) 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
is approved by HMRC for tax purposes and is operated separately from the Group and managed by an independent set of Trustees,
whose appaintment and powers are determined by the Plan’s documentation.

Membership of the Plan has not been offered to new employees joining 3i since 1 April 2006. The Plan was closed to the future accrual
of benefits by members with effect from 5 April 2011, although the final salary link is maintained on existing accruals. Members of the
Plan have been invited to join the Group's defined contribution plan with effect from & April 2011. The defined benefit plan is a funded
scheme, the assets of which are independent of the Company's finances and are administered by the Trustees. The Trustees are
responsible for managing and investing the Plan’s assets and for monitoring the Plan’s funding position. As the Plan is now closed

to future acerual, 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 IAS 19 basis by an independent qualified actuary as at 31 March 2017,

Employees in Germany and Spain are entitled to a pension based on their length of service. 3i Deutschland GmbH and the
German and Spanish branches of 3i Europe plc contribute to individual investment policies for their employees and have agreed

to indemnify any shortfall on an employee's investment palicy should it arise. The total value of these investment policies intended
to cover pension liabilities is £1 million (31 March 2016: £1 million) and the future lability calculated by German and Spanish actuaries
is £23 mitlion {2016: £21 million). The amounts recognised in the Consclidated statement of comprehensive income for the year and
other comprehensive income for these schemes are a £1 million expense (2016 £1 millicn expense) and a nil gain (2016: £2 million
gain), respectively.
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26 Retirement benefits continued

The amount recognised in the Consolidated statement of financial position in respect of the Group's defined benefit plans
is 2s follows:

2017 2016

£m fm

Present value of funded obligations 869 789
Fair value of the Plan assets {1,055) (992
Asset restriction [-1] Fal
Retirement benefit surpius in respect of the Plan {121) (132)
Retirement benefit deficit in respect of other defined benefit schemes 22 20

A retirement benefit surplus is recognised in respect of the Plan on the basis that the Group is entitled to a refund of any remaining
surplus once all benefits have been settled in the expected course. The asset restriction relates to tax that would be deducted at
source in respect of a refund of the Plan surplus.

The amounts recognised in the Consolidated statement of comprehensive income in respect of the Plan are as follows:

2017 2016
£m £fm

Included in interest payable
interest income on net definad benefit asset (3 (3
Included in other income
Reduction in past service cost 6) -
Included in other comprehensive income
Re-measurement loss 30 12
Asset restriction (8) 4)
Total re-measurement loss and asset restriction 22 8
Total 13 5

The total re-measurement loss recognised in other comprehensive income is £22 million (2016: £6 million loss). There were no gains
on our overseas schemes (2016: £2 million loss), as noted above.

Changes in the present value of the defined benefit obligation were as foltows:

2017 2016
£m fm
Opening defined benefit chligation 789 846
Interest an Plan liabilities 26 27
Re-measurement loss/{gain):
- loss from change in demggraphic assumptions - 8
—loss/(gain) from change in financial assumptions 210 ’ (16)
- experience gains (31} 5
Benefits paid {119) {71)
Reduction in past service costs {6) -
Closing defined benefit obligation 869 789
Changes in the fair value of the Plan assets were as follows:
2017 2016
£m fm
Opening fair value of the Plan assets 992 1,055
Interest on Plan assets 32 32
Actual return on Plan assets less interest on Plan assets 149 25)
Employer contributions 1 1
Benefits paid {119} 71
Closing fair value of the Plan assets 1,055 992
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Audited financial statements

Notes to the accounts

continued

26 Retirement benefits continued
Contributions paid to the Plan are related party transactions as defined by |AS 24 Related party transactions.

The fair value of the Plan’s assets at the balance sheet date is as follows:

2017 206

B i _ £m f£m

Equities 237 204
Corporate bonds 150 174
Gilts 474 594
Annuity contract 182 -
Other 12 20
1,055 992

The Plan's assets are predominantly invested with Legal and General Investment Management in quoted and liquid funds. The
annuity contract is provided by Pension Insurance Corporation as a result of a buy-in transaction completed by the 3i Pension Plan
Trustees during the year. The buy-in, which is a bulk annuity purchase, reduces member longevity risk for those pensioners covered
while improving investment returns over the assets used to fund the purchase. This contract provides an exact match for the member
benefits insured and covers two in five pensioners. The fair value of the insurance policy is calculated using the same assumptions and

methodolagy as used to calculate the value of the pensicn liability as at 31 March 2017,
The Plan's assets do 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:

2017 2016
£m fm

Opening asset restriction P 73
Interast on asset restriction 2 2
Re-measurements {8) @)
Closing asset restriction 45 "
The princigal assumptions made by the actuaries and used for the purpose of the year end valuation of the Plan were as follows:

2017 2016
Discount rate 2.5% 3.5%
Expected rate of salary increases 5.8% 5.7%
Expected rate of pension increases 0% to 3.4% 3.2%to34%
Retail Price Index (RP1) inflation 3.3% 3.2%
Consumer Price Index {CPIl) inflation 2.3% 22%

In addition, itis assumed that members exchange 25% of pension for lump sum at retirement on the conversion terms in place
at 31 March 2017 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 22 years.

The post-retirement mortality assumption used to value the benefit obligation at 31 March 2017 is 80% of the STNA Light tables
allowing for improvements from 2003 in line with the CMt 2012 core projecticns with a long-term annual rate of improvement of 1.5%
(unchanged from 31 March 2016). The life expectancy of a male member reaching age 60 in 2037 (31 March 2014: 2036} is projected

to be 33.7 (31 March 2014 33.6) years compared to 31.4 (31 March 2016: 31.3) years for someone reaching &0 in 2017.
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26 Retirement benefits continued
The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

impact on retirement berefit surplus

Change in assumption 2017 2016
Discount rate o Decrease by 0.1% Decrease by £10 million Decrease by £10 million
Retail Price Index (RPI) inflation Increase by 0.1% Decrease by £7 million Cecrease by £7 million
Life expectancy Increase by 1 year Decrease by £13 million Decrease by £15 million

The above sensitivity analysis is based on changing one assumption whilst all cthers remain constant. In practice this is unlikely to
occur and changes in some of the assumptions may be correlated.

Through its defined benefit plan the Group is exposed to a number of risks, the most significant of which are detailed below:

Asset volatility

A fall in the value of the Plan's assets may reduce the value of the defined benefit surplus and could affect the future
funding requirements. To reduce the volatility of the Plan’s assets, the Trustees have mplemented an investment
strategy that reduces the Plan’s equity holdings by switching them to bonds over time. The Plan's assets are also
diversified across different asset classes and during FY2017 it purchased an annuity contract that is an exact match
for a proportion of the Plan's liabilities.

Cga;nges in bond yields

A decrease in carporate bond yields will increase the Plan's IAS 19 defined benefit chligation. However, the Plan holds
a propertion of its assets in carporate bonds and so any increase in the defined benefit obligation would be partially
offset by an increase in the value of the Plan’s assets.

tnflation risk

The Plan’s defined benefit obligations are linked to inflation, and higher inflation will lezd to higher liabilities. The
majority of the Plan's assets are either unaffected by or only locsely correlated with inflation, meaning that an increase
in inflation could reduce or eliminate the defined benefit surplus.

Life expectancy

The Plan's obligations are to provide benefits far the life of the member, so increases in life expectancy will result in an
increase in the Plan's defined benefit abligation.

As the Plan was closed to future accrual of benefits by members with effect from 5 April 2011, the Group ceased to make regular
contributions to the Plan in the year to 31 March 2012.

The results of the triennial actuarial funding valuation as at 30 June 2013 showed that the Plan had an actuarial surplus of £1 million at
30 June 2013 and as a result the Group was not required to make contributions 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. The next triennial actuarial
funding valuation exercise, based on the financial position of the Plan as at 3C June 2016 commenced during FY2017. The exercise is
required to be completed by 30 September 2017,

During the early part of FY2017 the Group finalised its programme, launched in the prior year, to offer the Plan’s members flexibility
in how they take their pension benefits.
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Audited financial statements

Notes to the accounts

continued

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 is then recognised in the Consolidated statement of comprehensive income
over the period that employees provide services, generally the period between the start of performance period and the vesting
date of the shares. The number of share awards expected to vest takes into account the likelihcod that performance and services
conditions included in the terms of the awara will be met.

Fair value is measured by use of an appropriate model which takes into account the exercise price of the option (if any), the current
share price, the risk-free interest rate, the expected volatility of the share price over the life of the option and any other relevant
factors. In valuing equity-settied transactions, no account is taken of any vesting conditions, other than conditions linked to the
price of the shares of 3i Group plc. The charge is adjusted at each balance sheet date to reflect the actual number of forfeitures,
cancellations and leavers during the year. The movement in cumulative charges since the previous balance sheet is recognised

in the Consolidated statement of comprehensive income, with a corresponding entry in equity.

Liabilities arising from cash-settled share-based payment transactions are recognised in the Consolidated statement of
comprehensive income over the vesting period. They are fair valued at each reporting date. The cost of cash-settled share-based
payment transactions is adjusted for the forfeitures of the participants’ rights that no longer meet the plan requirements as well
as for early vesting.

Share-based payments are in certain circumstances made in lieu of annual cash bonuses or carried interest payments. The cost
of the share-based payments is allocated either to operating expenses (bonuses) or carried interest depending on the original
driver of the award. Executive Director Long-Term incentives are allocated to operating expenses.

The total cost recognised in the Consolidated statement of comprehensive income is shown below:

2017 2006

£m fm

Share awards included as op-e?éting expenses? " 10
Share awards included as carried interest’ ? 5
Cash-settled share awards included within discontinued operations 2 -
Cash-settled share awards® 5 4
25 19

1 Credited 10 equity.
2 For the year ended 31 March 2077, £7 million is shown n Note 5 (2016: £8 milion) and 15 net of a £4 million refeage from the bonus accruat
3 Recogrised in operating expenses and/or carried interast

The features of the Group's share schemes for Executive Directors are described in the Report of the Board on Directors’ remuneraticn
on pages 88 and 90. To ensure that employees’ interests are aligned with sharehclders, a significant amount of variable compensation
paid to higher earning employees is deferred into shares that vest over a number of years. For legal, regulatory or practical reasons
certain participants 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 from share-based payment
transactions at 31 March 2017 is £6 million (31 March 2014: £4 million).

Fer the share-based awards granted during the year, the weighted average fair value of those options at 31 March 2017 was 436 pence
(31 March 2016: 457 pence).

The main assumptions for the valuation of certain share-based awards with market conditions attached comprised:

Expec;;ed
Sharea price Exercise Expected option life Dividend Risk free
Valuation methodology at issue price volatlity __ Inyears yield interest rate
Binemial and Monte Carlo models 548p - 26% 3 - 0.10%
Black Schales 555p - 31% 0.5-4 4.0% 1.08%

Expected volatility was determined by reviewing share price volatility for the expected life of each option up to the date of grant.

136 3i Group Annual report and accounts 2017



27 Share-based payments continued

Movements in share awards
The number of share-based awards outstanding are as follows:

2017 2016

Number Number

Outstanding at the start of the year - 11,653,772 16,016,623
Granted 3,929,354 2777789
Exercised (5,340,537} 6,744,192)
Lapsed (108,714) {3946,448)
Qutstanding at the end of year 10,113,875 11,653,772
Weighted average remaining contractual life of awards outstanding in years 2.8 29
Exercisable at the end of the year 109,284 216,479

The weighted average market price at the date of exercise was 574 pence {2016: 545 pence).

Holdings of 3i Group plc shares

The Group has established an employee benefit trust and the total number of 3i Graup plc shares held in this trust at 31 March 2017
was 11 million (37 March 2016: 16 million). Dividend rights have been waived on these shares. The total market value of the shares held
in trust based on the year end share price of 750 pence {31 March 2016: 456 pence) was £85 million {31 March 201é: £74 million).

28 Financial risk management

Introduction

A review of the Group's objectives, policies and processes for managing and monitoring risk is set out in the Risk section on pages
44 10 53. This Note provides further detail on financial risk management, cross-referring to the Risk section where applicable, and
includes quantitative data on specific financial risks.

The Group is a highly selective investor and each investment is subject to an individual risk assessment through an investment
approval process. The Group's Investment Committee is part of the overall risk management framework set out in the Risk section.
The risk management processes of 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

3i seeks to diversify risk 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 3i does not set maximum limits for asset allocation, it does have
a maximum exposure limit for the cost of new investments. This is detailed in the investment policy on page 95 in the Corporate
Governance section. Quantitative data regarding the concentration risk of the portfolio across geographies can be found in the
Segmental analysis in Note 1 and in the 20 large investments table on pages 136 and 157.

Credit risk

The Group is subject to credit risk on its unguoted investments, derivatives, cash and deposits. The Group's cash and deposits are
held with a variety of counterparties with 85% of the Group's surplus cash held on demand in AAA rated money market funds and

4% held in deposit accounts with an initial notice period of greater than 90 days. The balance is 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, is based on the financial
performance of the individual portfolio companies. The credit risk relating to these assets is based on their enterprise value and is
reflected through fair value movements. Further detail can be found in the Price risk — 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 risk
The liguidity cutlook is monitered monthly by management and regularly by the Board in the context of periadic strategic reviews
of the balance sheet. The new investment pipeline and forecast realisations are closely monitored and assessed against our vintage

contral policy. These are noted in the risk mitigation section on pages 51 and 53 of the Risk section. The table on the next page
analyses the maturity of the Group's gross contractual liabilities.
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Audited financial statements

Notes to the accounts

continued

28 Financial risk management continued

Financial liabilities

Due Due Due

Due between between maore than

within 1and 2 Zand 5 over
1 year years years S years Total
As at 31 March 2017 £fm fm £m fm £m

Gross commitments:

Fixed loan notes 35 35 106 825 1,001
Committed multi-currency facility 1 1 2 - 4
Carried interast and performance fees payable within one year 23 - - - 23
Trade and other payables 103 2 1 21 127
Total 162 38 109 846 1,155

Gross commitments include principal amounts and interest and fees where relevant. Carried interest and performance fees
payable greater than one year of £124 million (31 March 2016: £85 million) have no stated maturity as they result from investment
related transactions and it is not possible to identify with certainty the timing of when the investments will be sold. Carried interest
and performance fees payable greater than one year are shown after discounting which has an impact of £4 miflion (31 March
2016: £6 million).

Due Due Due

Due between between more than

within lTand2 2and 5 over
1 year years years Syears Total
As at 31 March 2014 fm £m fm £m fm

Gross commitments:

Fixed loan notes 312 35 104 8641 1,314
Committed muiti-currency facility 1 1 2 - 4
Carried interest and performance fees payable within one year 20 - - - 20
Acquisition related earn-out charges payable 1 - - - 1
Trade and other payables 99 - - 27 126
Total 433 36 108 888 1,465

Forward foreign exchange contracts
AL 31 March 2017, there were no forward foreign exchange contracts in place {31 March 2016: none).

The Company disclosures are the same as those for the Group with the following exceptions; carried interest and performance
fees payable within one year is nil (31 March 2016: nil) and trade and other payables within one year is £506 million (31 March
2016: £8417 million).

Market risk

The valuation of the Group's investment portfolio is largely dependent on the underlying trading performance of the companies within
the portfolic but the valuation and other items in the financial statements can also be affected by interest rate, currency and quoted
market fluctuations. The Group's sensitivity 1o these items is set out below.

(i} Interest rate risk

On the liability side, the direct impact of 2 movement in interest rates is limited to any drawings under the committed multi-currency
facility as the Group's outstanding debt is fixed rate. The sensitivities below arise principally from changes in interest receivable on
cash and deposit.

An increase of 100 basis points, based on the closing balance sheet position over a 12-month pericd, would tead to an
approximate increase in total comprehensive income of £10 million 2016: £10 million increase) for the Group and £9 million income
(2016: £9 million) for the Company. In addition, the Group and Company have indirect exposure to interest rates through changes
to the financial performance and valuation of portfolio companies and valuation of residual debst management investments caused
by interest rate fluctuations,

(i) Currency risk

The Group's net assets in euro, US dollar, Danish krone, Indian rupee and all other currencies combined are shown in the table below.
This sensitivity analysis is performed based on the sensitivity of the Group's net assets to movements in fareign currency exchange
rates assurning a 10% movement in exchange rates against sterling. The sensitivity of the Company to foreign exchange risk is not
rnaterizily different from the Group.
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28 Financial risk management continued

The Group considers currency risk on specific investrnent and realisation transactions and has reduced hedging on a censolidated

basis over time. Further information on how currency risk is managed is provided on page 33.

us Danish Indian
Sterling Euro dollar krohe tupee Other Total
As at 31 March 2017 £m £m £m £fm £m £m £m
Net assets 1.420 3,373 751 147 53 92 5836
Sensitivity analysis
Assuming a 10% movement in exchange rates against sterling:
Impact on net assets n/a 337 75 15 £ 9 441
US  Damsh  Indian
Sterhng Euro dollar krane rupee Other Total
As at 31 March 2016 fm £m fm £m £m fm £m
Net assets 1,364 2,169 726 ~ 53 143 4455
Sansitivity analysis
Assuming a 10% movement in exchange rates against sterling:
Impact on net assets n/a 217 73 - 5 4 09

(iii} Price risk — market fluctuations

The Group's management of price risk, which arises primarily from quoted and unquoted equity instruments, is through the careful
consideration of the investment, asset management and divestment decisions at the Investment Committee. The Investment
Committee's role in risk management is discussed further in the Risk section. A 15% change in the fair value of those investments
would have the following direct impact on the Consolidated statement of comprehensive income:

Investment in

investment

Quated Unquoted entity
investment investment  subsidiaries Total
Group o _fm Em £m £m
At 31 March 2017 59 197 522 778
Ar 31 March 2016 45 184 402 433

Quoted Unquoted

investment investment Total
Coempany o £m £m £m
At 3t March 2017 59 194 253
At 31 March 2016 45 165 210
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Audited financial statements

Notes to the accounts

continued

29 Related parties and interests in other entities

The Group has various related parties sternming from relationships with limited partnerships managed by the Group, its investment
portfolio {including uncensolidated subsidiaries), its advisory arrangements and its key management personnel. In addition,

the Company has related parties in respect of its subsidiaries. Some of these subsidiaries are held at fair value (unconsolidated
subsidiaries) due to the treatment prescribed in IFRS 10.

Related parties
Limited partnerships
The Group manages a number of external funds which invest through limited partnerships. Group companies act as the general

partrers of these limited partnerships and exert significant influence over them. The fallowing amounts have been included in respect
of these limited partnerships:

Group Group -Company Company

2017 2016 2017 2016

Statement of comprehensive iIncome ) £m fm £m fm
Carried interest receivable 276 53 276 53
Fees receivable from external funds 26 28 - -
i Group ) Group Company Cémpany

2017 2016 2017 2016

Statement of financial positioh i £m ) £m £m £m
Carried interast receivable 358 87 356 87

Investments

The Group makes investrments in the equity of unquoted and quoted investments where it does not have control but may be able
te participate in the financial and operating policies of that company. IFRS presumes that it is possible to exert significant influence
when the equity holding is greater than 20%. The Group has taken the investment entity exception as permitted by IFRS 10 and has
not equity accounted for these investments, in accordance with 1AS 28, but they are related parties. The total amounts included for
investments where the Group has significant influence but not control are as follows:

Group Group Company Company
2017 201 2017 2016
Statement of comprehensive income ) £m ) tm £m _fm
Realised profit over value on the disposal of investments - 4 - 4
Unrealised profits on the revaluation of investments 57 2n 51 (13)
Portfolic income 17 12 7
Profit for the year from discontinued operations 24 4 4 3
) - Group N Group Company Cémpany
2017 2014 2017 2014
Statement of financial position . ) £m o £rn £m ) fm
Unqueoted investments 429 480 407 341

1 Comparatives for the year ended 31 March 2016 have been re-presented to reflect the classification of the Group's Debt Management business which was sold on 3 March 2017
as discontunped aperations. See Note 31

From time to time, transactions occur between related parties within the investment portfolio that the Group influences to facilitate
the reorganisation cr refinancing of an investee company. These transactions are made on an arm’s length basis.
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29 Related parties and interests in other entities continued

Advisory arrangements

The Group acts as an adviser to 3i Infrastructure plc, which is listed on the London Stock Exchange. The following amounts have been
included in respect of this advisory relationship:

Group Group dornpany Company

2017 2014 2017 206

Staterment of comprehensive income £m £m £m £m
Realised profit over value on the disposal of investments - 2 - 2
Unrealised profits on the revaluation of investments 38 20 38 20
Fees receivable from external funds 21 12 - -
Performance fees receivable 4 20 - -
Dividends 14 12 14 12
Group Group Company Company

2017 2016 2017 2018

Statement of financial pasition £m £m £m £m
Quoted equity investments 3%0 277 390 277
Performance fees receivable 4 20 - -

The Group participated in 3iN’s capital raise in June 2016 and invested £131 million at the offer price of 165 pence per share to maintain
its 34% stake. £53 million of this is held by a wholly owned investment entity of the Group, as detailed in Note 25, with the balance held
by the Company, 3i Group plc.

Subsidiaries

Transactions between the Company and its fully consolidated subsidiaries, which are related parties of the Company, are efiminated
on consolidation. Details of related party transactions between the Company and its subsidiaries are detailed below.

Management, administrative and secretarial arrangements

The Company has appointed 3i Investments plc, a wholly-owned subsidiary of the Company incorporated in England and Wales,

as investment manager of the Group. 3i Investments plc received z fee of £13 million (2014: £13 million) for this service.

The Company has appointed 3i ple, a wholly-owned subsidiary of the Company incerporated in England and Wales, to provide the
Company with a range of administrative and secretarial services. 3i plc received a fee of £89 milfion (2016: £62 million) for this service.
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

2017 2016

Statement of comprehensive income £m fm
Salaries, fees, supplements and benefits in kind 5 5
Cash bonuses 4 3
Carried interest and performance fees payable 43 21
Share-based payments 12 [
Termination payments 1 -
Acquisition related earn-out charges - 1
) - T o Group Group
2017 2016

Statement of financial position o £m fm
Bonuses and share-based payments 14 16
Carried interest and performance fees payakle within cne year 4 12
Carried interest and performance fees payable after one year 68 33

No carried interest was paid or accrued for the Executive or non-executive Directors (2016 nil). Carried interest paid in the year
to other key management personnel was £12 miliion (2016: £3 million). Acquisition related earn-out charges paid in the year to key
management personnel was £1 million 2016: £19 million).
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Audited financial statements

Notes to the accounts

continued

29 Related parties and interests in other entities continued
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 and Infrastructure business lines. These structured entities fall into two categories, namely CLOs and closed end limited
partnerships {Private Equity and Infrastructure funds).

The nature, purpose and activities of these entities are detailed below along with the nature of risks associated with these entities
and the maximum exposure to loss.

CLO structured entities

The Group used to manage CLO vehicles as part of its Debt Management business. These funds predominantly invested in senior
secured loans and are financed by investors seeking credit rated, structured, investment returns.

The Group, as the then manager, invested into the equity tranche of these funds and has retained the stakes that were not sold to
Investcorp. These positions are held at fair value.

The risk and maximum exposure to loss arising from the Group's involvement with these entities are summarised below:

Carrying amount v m

Assets Liabilities Net loss exposure

Balance sheet line item of asset or liability £m £m £m £fm
Unguoted investments 49 - 49 49
Total 49 - 49 49

At 31 March 2016, the carrying amount of assets and maximum loss exposure of unquoted investments was £154 million. The carrying
amount of liabilities was nil.

The Group earned distributions of £31 million (2016: £31 million) and fee income of £21 miillion (2016: £33 million) during the year from
CLO structured entities. This includes continuing and discontinued operations.

Closed-end limited partnerships

The Group manages a number of closed-end limited partnerships, which are primarily Private Equity or Infrastructure focused, in
return for a managemant fee. The purpose of these partnerships is to invest in Private Equity or [nfrastructure investments for capital
appreciation. Limited Partners, which in some cases may include the Group, finance these entities by committing capital to them and
cash is drawn down or distributed for financing investment activity.

The Group's attributable stakes in these entities are held at fair value, fees receivable are recognised on an accruals basis and carried
interest is accrued when relevant perfarmance hurdles are met.

The risk and maximum exposure to loss arising from the Group's involvement with these entities are summarised below:

Carrying amount

Maximum

Assets Liabilities Net loss exposure

Balance sheet line item of asset or liability £fm £fm fm £m
Carried interest receivable 356 - 356 356
Total 356 - 356 356

At 31 March 2016, the carrying amount of assets and maximum loss exposure of carried interest receivable was £87 million.
The carrying amount of liabilities was nil.

At 31 March 2017, the total assets under management relating to these entities was £3.0 billion (31 March 2016: £2.7 biltion).
The Group earned fee income of £26 million (2014 £28 million) and carried interest of £276 million (2016 £53 million) in the year.
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29 Related parties and interests in other entities continued

Regulatory information relating to fees

3i Investments plc acts as the AIFM of 3i Group plc. In performing the activities and functions of the AIFM, the AIFM or anather
3i company may pay or receive fees, commissions or non-monetary benefits to or from third parties of the following nature:

Transaction fees: 3i companies receive monitoring and directors’ fees from portfolio companies. The amount is agreed with the
pertfolio company at the time of the investment but may be re-negotiated. Where applicable, 3i may alsc receive fees on the
completion of transactions such as acquisitions, refinancings or syndications either from the portfolic company or a co-investor.
Transaction fees paid to 3i are included in portfolio income.

Payments for third-party services: 3i 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 period and is usually, but not always, paid/reimbursed by the portfslio companies. The payment may
involve a flat fee, retainer or success fee. Such payments, where borne by 3i companies, are usually included in portfolio income.

Payments for services from 3i companies: One 3i company may provide investment advisory services to another 3i company
and receive payment for such services.

30 Subsidiaries and related undertakings

IFRS 10 deems control, as opposed to equity ownership, as the key factor when determining what meets the definition of a
subsidiary. If a group is exposed to, or has rights to, variable returns from its involvement with the investee, then under IFRS 10

it has control. This is inconsistent with the UK's Companies Act 2006, where voting rights being greater than 50% is the key factor
when identifying subsidiaries.

Under IFRS 10, 30 of the Group's portfolio company investments are considered to be accounting subsidiaries. As the Group applies
the investment entity exception available under {FRS 10, these investee companies are classified as investment entity subsidiaries.

The Companies Act 2006 requires disclosure of certain information about the Group's related undertakings. Related undertakings are
subsidiaries, joint ventures, assaciates and other significant heldings. In this context, significant means either a shareholding greater
than or equal to 20% of the nominal value of any class of shares or a book value greater than 20% of the Group's assets.

The Company’s related undertakings at 31 March 2017 are listed below.

Description Holding/share class Footnote
Subsidiaries N T o

3 Holdings plcm o o 10C0% ordinary shares 1
3i lnvestments plc - 106% ordinary shares 1
3iple , ] ] 100% ordinary shares Y
3jInternational Holdings ’ T 10C% ordinary shares 1

o 100% ordinary shares/

Investors in Industry plc L cumulative preference shares 1
Mayflower GP Limited B 100% ordinary shares ‘ 1
3i Trustee Company Limited 100% aordinary shares T
3i Assets LLP 100% partnership interest 1
3i General Partner No 1 Limited 100% ordinary shares 1
3i Corporation 7 100% ordinary shares 2
3i DM US (SLF) LP o 100% partnership nterest 3
3i Deutschland Gesellschaft fur Industriebeteiligungen mbH 100% ardinary shares 4
Gardens Nominees Limited - 100% ordinary shares 1
Gardens Pension Trustees Limited B 100% ordinary shares 1
3i DM GIF 2015 GP Limited B 100% ordinary shares 1
3i DM Eurcpe Limited ~100% ordinary shares 1
Palace Street 1 Limited ) o " 00% ordinary shares 1
3i Europe plc-:“ T T 7 100% ordinary shares 1
3i Nominees Limited - ) T 100% ordinary shares - 1
3i 36 Partners Nomimees Limited ‘ 100% ordinary shares ) 1
31 PVLP Nominees Limited ) - 100% ordinary shares 1
3i EF3 GPA Limited - o ) 100% orf;nary shares 1
3i EF3 GPB Limited ) ) ’ - 100% ordinary shares 1
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Audited financial statements

Notes to the accounts

continued

Description

Holding/share class Foctnote

3i European Operational Projects GP LLP 100% partnership interest
3i Group Investments LP i 100% partnership interest
3i APTech Nominees Limited 100% ordlnary; shares
3i APTech GP Limited T ) 100% ordinary shares

3i EF3 Nominees B Limited

~ 100% ordm;ry shares

3i EF3 Nominees A Limited

100% ordinary shares

Mayflower LP

100% partnership interest

3i Osprey GP Limited

100% ordinary shares

3i Investments GP Limited

|—'—A|U'|4[—~A-r—a4

100% ordirary shares

3i lIF GP Limited

100% ordinary shares

3t Nordic ple 100% ordinary shares
3i GP 2004 Limited N 100% ordinary shares
3i Networks Finland Limited 100% ordinary shares

3i Ademas LF

100% partnership interest

The 31 Group Employee Trust

n/a

3i International Services plc

100% ordinary shares

3i EFIV Nominees Limited

100% ordinary shares

3i EFV Nominees A Limited

100% ordinary shares

3i EFV Nominees B Limited 100% ardinary shares
3i Technology Corporation 100% ordinary shares
3i India Private Limited 100% ordinary shares

3i Sports Media (Mauritius} Limited

$0% ordinary shares

3i Asia Limited

100% ordinary shares

3i EFV GP Limited

100% ordinary shares

3i EF4 GP Limited

100% crdinary shares

3i srl

100% ordinary shares

3i Infraprojects {Mauritius) Limited o

100% crdinary shares

3i Research (Mauritius) Limited

100% ordinary shares

IIF SLP GP Limited

100% ordinary shares

31 Buyouts 2010 A LP

99% partnership interest

3i Buyouts 2010 B LP

98% partnership interest

3i Buyouts 2010 C LP

97% partnership interast

GP CCC 2010 Limited

100% ordinary shares

3i GC GP Limited

100% ordinary shares

3i GP 2010 Limited

100% ordinary shares

3i Growth Capital A LP
3i Growth Capital G LP

100% partnership interest

100% partnership interest

3 Growth Capital {USA) D LP.

100% partnership interest

3i Growth 2010 LP

N 15 B NG S O R Y P O P S U P P P U Y S0 R G G PO B

85% partnership interest

3i Growth USA 2010 LP. 83% partnership nterest 5
3i Growth Capital {USA) P L.P. 100% partnership interest 5
3i GC Holdings Ref 2 5.2 50% ordinary shares 10
Strategic Investments FM (Mauritius) Alpha Limited 70% ordinary shares 8
3i GC Nominses A Limited 100% ordinary shares 1
3i GC Nominees B Limited 100% ardinary shares 1
Ebrain 1 Limited 100% ordméFy shares 43
Ebrain 2 Limited T 0% ordinary shares 43
Ebrain 3 Limited 100% crdir-mary shares 43

3iIndia Infrastructure B LP

9‘;% partnership interest

3iPan European Growt-h.-(la-paédlr)ili-()é LF

80% partnership interest

144 3i Group Annual report and accaunts 2017



30 Subsidiaries and related undertakings continued

Description Holding/share class Footnote
3i Asia Pacific 2004-06 LP 100% partnership interest 1
3 UK Private Equity 2004-06 LP BO% partnership interest ) 1
3i Pan European Buyouts 2004-06 LP 79% partnershig interest 1
31 2004 GmbH & Co KG 100% partnership interest n
3i Gereral Partner 2004 GmbH ) 100% ordinary shares 4
Pan European Buyouts Co-invest 2006-08 LP o - 100% partnership interest 1
Pan Euro Buyouts (Dutch) A Co-invest 2006-08 LP 100% partnership interest 1
3i US Growth Partners LP 4% partnership interest 5
3i US Growth Corporation 100% ordinary shares 1

Global Growth Co-invest 2006-08 LP

% partnership interest

Pan European Growth Co-invest 2006-08 LP

% partnershup interest

Pan Eurapean Growth (Dutch) A Co-invest 2006-08 LP

100% partnership interest

Asia Growth Co-invest 2006-08 LP

100% partnership interest

3i GP 2006-08 Limited

160% ordinary shares

Pan European Buyouts (Nordic) Co-invest 2006-08 LP

100% pz;rtnership interest

Pan Buropean Grow_th {Nordic) Co-invest 2006-08 LP

100% partnership interest

3i Infocomm Limited

75% ordinary shares

3i Buyouts 08-1C ALP

99% partnership interest

3i Buyouts 08-10B LP

8% partnership interest

3i Buyouts 08-10 C LP

97% partnership interest

3i Growth 08-10LP

99% partnership interest

GP CCC 08-10 Limited

100% ordinary shares

3i GP 08-10 Limited

100% ordinary shares

3i Growth (Europe) 08-10LFP

99% partnership interest

3i PE 2013-16A LP

100% partnership interest

3i PE2013-16C LP

100% partnership interest

3i GP 2013 Ltd

100% ardinary shares

GP 2013 Ltd 100% ordinary shares
3i BIFM tnvestments Limited 100% ordinary shares
BIIF GP Limited o 100% ordinary shares
BEIF Il Limited T 100% ordinary shares
BAM General Partner Limitad 100% ordinary shares
BEIF Management Limited 100% ordinary shares
3i BIIF GP LLP ‘IOU% partnership interest
31 BEIF H GP LLP T 100% partnership interast

3 PE 201619 ALP

100% partnership interest

3iPE 2016-19BLP

100% partnership interest

3i Managed Infrastructure Acquisitions GP (2017) LLP

3i Managed Infrastructure Acquisition-s GP Limited

) P [ (S Q) ) Y G R Y (Y G (U O ) PP (DS G Y D ) [P (G ) G [

100% partnership interest

—_

100% ardinary shares

3i 2016 Gmbh & Co. KG 100% ordinary shares 4
Retina Mideco BV o 100% ordinary;;rés 13
Retina Bidco BV 100% ordinary shares 13
Retina Holdco BV B 100% Ora-iﬁmary shares 13
Dasar Holding GmbH T 100% ordinary shares 14
Blitz F15-496 GmbH 100% ordinary shares 14
Blitz 16-811 GmbH 100% ordinary shares 14
Blitz 16-812 GmbH 7 100% ordinary shares 14
3i Managed Infrastructure Acquisino-r-ns LP T 100% partnership interest 1
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Audited financial statements

Notes to the accounts

continued

30 Subsidiaries and related undertakings continued

Elescription_ e Halding/share class T Footnote
3i European Operational Projects S.C.5.P ~ 100% partnership interest 10
3i European Operational Projects GP s.a-rl o 100% ordinary shares 10
US Growth Co-Invest 2006-08 LP ) 72% partnership interest 1
3i GP 2016 Limited N 100% ordinary shares 1
GP 2016 Limited 100% ordinary shares 3
3iUs Holdings-l__-LC 100% ordinary shares 2
31 European Operational Frojects Limited 100% ordinary shares 1

Associates

3i Growth Carry ALP

3i Growth Carry B LP

5%, partnership interest 5
3

25% partner_s_hip interest

Moon Topco GmbH 49% ordinary shares 15
Layout Holdco A/S - 49% ordinary shares i
Fuel Holdco SA 43% ordinary shares 10
Boketto Holdeo Limited 47% ordinary shares 17
Klara HoldCa 5.A 47% ordinary shares 10
Colorado Holdco Limited B 48% ordinary shares 18
Shield Holdeo LLC - 49% ordinary shares 19
Q Holdeo Ltd 43% ordinary shares 20
3ilnfrastructure plc 34% ordinary shares 21
ACR Capital Holdings Pte Ltd 25% ordinary shares 22
Peer Holding 1 BV ~ 43% ordinary shares 23
AES Engineering Ltd . 40% ordinary shares 24
Chrysanthes 1 5.a.r 49% ardinary shares 10
Mito Holdings S.a.rl T o 47% ordinary shares o
Carter Thermal Industries Limited 34% aordinary shares 25
Echezeaux Investissement SA o 40% ordinary shares 0
Ginger Holding GmbH 49% ordinary shares 26
Sortifandus, SL 44% ordinary shares 27
Hobbs Fashicn Holdi;w"gs Limited 47% ordinary shares 28
Harper Topco Limited 42% ordinary shares 29
MDY Healthcare Limited _ 27% ordinary shares 30
Meémora 3.A 38% ordinary shares 10
MKM Building Supplies Ltd T 28% ordinary shares ED
OneMed AB _ ) 29% ordinary shares 32
Orange County Fundo de Investmento EM Particpacces o ) 39% equity units a3
Permali Gloucester Limited . 32% ordinary shares 34
Scandfernes Holding UK Ltd 48% ordinary shares 35
5LR Management Limited - 21% ordinary shares 35
Tato Holdings Limited B 27% c:;c;i"iﬂnary shares 37
Pear! Group Limited ) ) 37% ordinary shares 38
Lilas 1 SAS 49% ordinary shares 39
Indiareit Offshore Fund (Ma;J;-i;L;)” e 20% partnership interest T
Nimbus Communications Ltd ) 30% ordinary shares 41
Artisan du Luxe Holding Limited - 26% ordinary shares 42
Asia Strategic MedTech Holdings [Mauritius) Limited 36% ordinary shares B

Joint ventures

The Group has no interest in any joint ventures
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30 Subsidiaries and related undertakings continued
The 20 large portfolio companies by fair value are cetailed on pages 156 and 157. The combination of the table above and that

cn pages 196 and 157 is deemed by the Directors to fulfil the requirements under IFRS 12 on the disclosure of material subsidiaries. 2
Footnote Address E:
1 14 Palace Street, London, SW1E 5], UK €
2 1 Grand Central Place East, 42nd Street, Suite 4100 New York, NY 10145, USA <
3 50 Lothian Road, Festival Square, Edinburgh, EH3 9WJ, UK

4 OpernlTurm, Bockenheimer Landstresse 2-4, 60306 Frankfurt am Main, Germany

5 Lime Grove House, Green Street, S5t Helier, JE1 25T, Jersey

6 Computershare, Queensway House, Hiigrave Street, St Helier, JE1 1ES, Jersey EY
7 Leve! 7, The Capital B-Wing, Bandra Kurla Complex, Bandra East, Mumkbai, 400051, India E
3 Ebene Esplanade, 24 Cybercity, Ebene, Mauritius g
9 Via Orefici 2, 20123 Milan, ltaly 5
10 2 Rue Sainte Zithe, L-2763 Luxembourg, Grand Duchy of Luxembourg

1 2711 Centervilla Road, Suite 4000, Wilmington, DE 19808, New Castle, USA

12 Leve! 54, Hopewell Centre, 183 Queen's Rozd East, Hong Kong

13 Cornelis Schuytstraat 72, 10711 Amsterdam, Netherlands o
14 40323 Frankfurt am Main, Germany 5
15 Gruber Str. 48, 85586 Paing, Germany H
16 Merupve) 16 Marup 7400 Herning, Denmark S
17 New Mill, New Mill Lane, Witney, Oxfordshire, England, OX29 95X, UK o §
18 Aspen Building, Apex Way, Hailsham, East Sussex, BN27 3WA, UK g_
19 400 Madison Avenue, Suite 9C, New York, NY 10017, USA F
20 Berger House {2nd Floor), 36-38 Berkeley Square, London, United Kingdom, W1J 5AE, UK

21 12 Castle Street, St Helier, Jersey, JE2 3RT, Jersey _ . &
22 ) 6 Temasek Blvd, Singapore 038986, Singapore g
23 Perenmarkt 15, Zwaagdijk East, 1681PG, Netherlands 3
24 Bradmarsh Business Park, Mill Close, Rotherham, South Yorkshire, 560 1BZ °
25 Redhill Rd, Birmingham, B25 8EY, UK

26 An der Welle 4, 60322 Frankfurt, Germany

27 Paseo de la Castellana, 171, 28046 Madrid, Spain

28 Miltan Gate, 40 Chiswell Street, London, EC1Y 4AG, UK . "
29 5Sth Floor, 6 St Andrew Street, London, EC4A 3AE, UK %
30 First Floor, Quay 2, 132 Feuntainbridge, Edinburgh, EH3 2QG, UK g
31 Storeferry Road, Hull, HU8 8DE, UK @
32 Svardvidgen 3 B, Danderyd, 182 33, Sweden _ .

33 Av. Ataulfo de Paiva, 1100, 7th Floor, Leblon, Rio de Janeiro, RJ 22440-035, Brazil

34 Bristol Rd, Gloucester, GL1 5TT, UK B

35 35 Great St Helen's, London, United Kingdom, EC3A 6AP, UK

36 7 Wornal Park Menmarsh Road, Worminghall, Aylesbury, Buckinghamshire, HP18 9JX, UK 9=.-_
37 Thor Group Ltd, Bramling House, Bramling, Canterbury, Kent, CT3 1NB, UK E
38 The Zenith Building, 26 Spring Gardens, Manchester, Greater Manchester, M2 1AB, UK L E"
39 Park a Eco Vendee Sud Loire, 85600, Bouffere, France g
40 IFS Court, TwentyEight, Cybercity, Ebene, Mauritius g
41 44 Oberai Complex, Andthei (West), Mumbai, India

42 42 KCS Chambers, PO BOX 4051, Road Town, Tortola, British Virgin Islands

43 47 Esplanade, St Helier, Jersey, JE1 0BD

31 Discontinued operations

On 3 March 2017, the Group completed the disposal of its Debt Management business to investcorp and received cash proceeds
of £270 million. Included within the cash proceeds was £33 million which related to the repayment of loans provided to Debt
Management to fund two CLO warehouses. At 31 March 2017, the Group retained residual stakes in a number of CLO funds which
were not required by Investcorp for risk retention or other contractual requirements together with its holdings in the Global Income
Fund and the Senior Lean Fund. These investments are treated as continuing cperations and there were no assets held for sale

on 31 March 2017, Since the publication of the Half-yearly report 2016 and following completion of the transaction on 3 March 2017,
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Audited financial statements

Notes to the accounts

continued

31 Discontinued operations continued

it is now expected that some of the investments not sold to Investcorp will be retained beyond the 12 month period prescribed by

IFRS 5. Accordingly they are no longer classified as assets held for sale and have been included in continuing operations in these
financial statements. As these investments are held at fair value through profit or loss, the reclassification out of held for sale had

no impact on the carrying value of these investments.

The disposal group fulfilled the requirement of IFRS 5 to be classified as “discontinued operations” in the Consalidated statement

of comprehensive income, the results of which are set out below.

Consolidated statement of comprehensive income

Group Grc-;;
2017 2016
fm £m
Realised profits over value on the dispaosal of investments - -
Unrealised profits/(losses) on the revaluation of investments 3 22
Fair value movements on investment entity subsidiaries - -
3 {22)
Portfolio income
Dividends 16 22
Interest income from nvestment portfelio 3 4
Fees receivable/{payable) - (M
Foreign exchange on investments 16 12
Gross investment return from discentinued operations 38 15
Fees receivable from external funds 25 38
Operating expenses (13) 27
Exchange movements {2) 1
Other income 2 -
Carried interest
Carried interest and performance fees receivable 1 5
Carned interest and perfarmance fees payable - {2)
Acguisition related earn-out charges - (5)
Operating profit before tax from discontinued operations 51 25
Profit on disposal of Debt Management business before tax 48 —
income taxes
Income taxes on disposal of Debst Management business {1} -
Other income taxes - —
Profit for the year from discontinued operations, net of tax 98 25
Other comprehensive income for the year from discontinued operations {7) 2
Total comprehensive income for the year from discontinued operations il 27
Cash flows
Group Group
2017 2Mé
£m £m
Purchase of investments (51) @8
Proceeds from the sale of investments' 25 2
Cash income, net carried interest, operating expenses and other 33 18
Net cash flow from operating activities 7 (26)
Sale of subsidiaries' 232 -
Cash held in sold subsidiaries 4 -
Net cash flow from investing activities 228 -
Total net cash flows from discontinued operations 235 (26)

1 Total procesds from the sale of the Debt Management business were £270 rillion, consisting of sale of subsidianes (€232 million), proceeos from the sale of investmeants 1£22 million of the

£25 million total abave) and settlement of an inter-company lean (£16 million)

Earnings per share {pence)

Group Group

. 2017 2014

Basic, profit for the year from discontinued operations 10.2 246
Diluted, profit for the year from discontinued operations 101 2.6
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Independent Auditor’s report
to the members of 3i Group plc

Our opinion on the financial statements

In our opinion:

* 3i Group plc's Group financial statements and Parent company financial statements (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 2017 and of the Group's profit for the year
ther ended,;

 the Group financial statements have been properly prepared in accordance with the International Financial Reporting Standards
as adopted by the European Union (“IFRSs as adopted by the EU”);

e the Parent company financial statements have been properly prepared in accordance with IFRSs as adepted by the EU as applied
in accordance with the provisions of the Companies Act 2006; and

e the financial staternents 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 Reguiation.

What we have audited

3i Group plc's financial statements comprise:

Group o - Parent company B

Consolidated statement of comprehensive income for the year Company statement of financial position as at 31 March 2017

ta 31 March 2017 -

Consolidated staterent of financial position as at 31 March 2017 Company statement of changes in equity for the year to 31 March 2017
Consolidated statement of changes in equity for the year to Cornpany cash flow statement for the year to 31 March 2017

31 March 2017 o

Consalidated cash flow statement for the year to 31 March 2017 Significant accounting policies

Significant accounting policies Related Notes 1 ta 31 to the finanaial statements

Related Notes 1 to 31 to the financial statements

The financial reporting framework that has been applied in their preparation is applicable law and IFRSs as adopted by the EU and,
as regards the parent company financial statements, as applied in accordance with the provisions of the Companies Act 2006.

Overview of our audit approach

Incorrect valuation of unquoted proprietary investments,

Incorrect calculation of carried interest.

Incorrect recognition of portfolio income and of realised profits on disposal of Investments.

Incorrect accounting treatment of the sale of the Debt Management business and calculation of the profit
on disposal.

Risks of material misstatement

The first two risks are considered to be significant risks, consistent with the 2016 audit.

The Group is principally managed from one location in London. All core functions, including finance and
operations, are located in Landon. The Group operates eight internationa! offices which are primarily
responsible for deal origination and investment portfolio monitoring.

The Group comprises &7 consolidated subsidiaries and 45 investment entity subsidiaries. Monitoring and
control over the operations of these subsidiaries, including those located overseas, is centralised in London.
The l.ondon based Group audit team performed direct audit procedures on all items material to the Group
financial staternents. Qur audit sample covered 99% of the investment portfolio and 99% of carried interest
accruals.
Overall Group materiality is £58m (2016: £44m) which represents 1% of net assets.

Incorrect accounting treatment of the sale of the Debt Management business and calculation of the profit
on disposal is included as a risk of material misstatement. We have included this risk in the 2017 audit as the
sale of the Debt Management business is a significant unusual transaction for the Group, outside the normal
course of business.

Audit séobé

Materiality
What has changed
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Audited financial statements

Independent Auditor’s report
to the members of 3i Group plc

continued

Our assessment of risk of material misstatement

We identified the risks of material misstatement described below as those that had the greatest effect on our averalt sudit strategy,
the allocation of resources in the audit and the direction of the efforts of the audit team. In addressing these risks, we have performed
the procedures below which were designed in the context of the financial staterments as a whole and, consequently, we do not express

any opinion on these individual areas.

Risk

Our response to the risk

Group and parent company risk
Incarrect valuation of unquoted proprietary investments

Refer to the Audit and Compliance Committee report (pages
49 to 73); Significant accounting policies (pages 108 to 111);
and Notes 10, 11 and 12 of the financial statements (pages
120 ta 124)

The proprietary investment portfolic comprises a number

of unquoted securities. In the Consolidated statement of
financial position these are shown both as Investments (which
are held directly by consolidated subsidiaries of the Group
and Parent Company), and as Investments in investment
entity subsidiaries (which are typically limited partnerships
and other holding structures). In the Company staterment of
financial position these are shown both as investments (which
are held directly by the Parent Company), and as Investments
in investment entitias (which are included within the Interests
in Group entities line item).

The Group adopts a valuation methodology based on the
International Private Equity and Venture Capital Valuation
Guidelines ('IPEV Guidelines’) — Cecember 2015, in
conformity with IFRS 13 - Fair Value Measurement. Owing
to the unquoted and illiquid nature of these investments,
the assessment of fair valuation is subjective and requires
a number of significant and complex judgments to be made
by management. The exit vaiue will be determined by the
market at the time of realisation and therefore despite the
valuation policy adopted and judgments made by
management, the final sales value on realisation may differ
materially from the valuation at the year end date.

There is the risk that inaccurate judgments made in the
assessment of fair value, in particular in respect of; earmings
multiples, the application of liguidity discounts, caleulation of
discount rates and the estimation of future maintainable
earnings, could lead to the incorrect valuation of the
ungucted proprietary investment portfolio. [n turn, this could
materially misstate the value of the investment portfolio in
the Statement of financial position, the Gross investment
return and Total return in the Consolidated statement of
comprehensive income and the Net asset value per share

There is also the risk that management may influence the
significant judgments and estimations in respect of ungquoted
proprietary investment valuations in arder to meet market
expectations of the overall Net asset value of the Group.

Qur procedures extended to testing 99% of the related amount.

We obtained an understanding of management’s processes and controls for
determining the fair valuation of unquoted proprietary investments by performing
walkthrough procedures. This included discussing with management the valuation
governance structure and protocals around their oversight of the valuation process
and corroborating cur understanding by attending Valuations Committee meetings.
We have identified key controls in the process, assessed the design adequacy and
tested the operating effectiveness of those controls. We relied on controls over
portfolio company and comparable company data used in the valuation of
unquoted investments.

We compared management’s valuation methodolegy to IFRS and the [PEV
guidelines. We sought explanations from management where there are judgments
applied in their application of the guidelines, discussed and assessed their
appropriatenass.

With the assistance of our valuations specialists, we formed an independent range
for the key assumptions used in the valuation of a sample of unquoted investments
within the private equity business line, with reference to relevant industry and market
valuation considerations. We derived a range of fair velues using our assumptions
and other qualitative risk factors. We compared these ranges to management's fair
values, and discussed our results with both management and the Valuations
Committee.

With respect to unquoted investments in the privale equity business line, on a
sample basis we corroborated key inputs in the valuation models, such as earnings
and net debt to source data. We also performed the following procedures on key
Judgments made by management in the calculation of fair value:

* assessed the suitability of the comparable companies used in the calcuiation

of the earnings multiples;

challenged management on the applicability of adjustrments made 1o earnings
multiples, obtained rationale and supporting evidence for adjustments made;

¢ performed corroborative calculations to assess the appropriateness of discount
rates; and

discussed the adjustments made to calculate future maintainable earnings and
corroborated this to supporting documentation.

On a sample basis, we verified the valuation of unquoted investments retained fram
the Debt Management business to broker quotes and other data from third party
pricing sources used by management in the calculation of fair value.

We checked the mathematical accuracy of the valuation models on a sample basis.
We recalculated the unrealised profits on the revaluation of investments impacting
the Consolidated statement of comprehensive income.

We discussed with management and understaod the rationale for any differences
between the exit prices of investments realised during the year and the prior year
fair value, to further assess the reasonableness of the current year valuation
assumptions and methodology adopted by management.

Key observations communicated to the Audit and Compliance Committee:

The valuation of the unquoted proprietary Investment portfolio is determined to be within a reasonable range of fair values. All valuations tested
have been recognised in accordance with IFRS and the IPEV Guidelines. Appropriate inputs te the valuations were used and the valuations
calculated by management are within a reasonable range. Based on our procedures performed we had no material matters to report to the Audit

and Compliance Committee.
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Risk

Our response ta the risk

Group and parent company risk
Incorrect calculation of carried interest

Refer to the Audit and Compliance Commitiee report
{page 69 to 73); and Notes 11 and 13 'of the financial
staternents (pages 121 and 125)

Carried interest receivable is an accrual of the share of the
profits from funds managed by the Group on behalf of third
parties. Carried interest payable is an accrual of amounts
payable to investment executives in respect of the returns
on successful investments both fram Group proprietary
capital and third-party capital. Carried interest is only paid
on realisation of investments.

Carried interest receivable and payable is calculated as

a percentage of the profits that would be achieved, if the
investments within each fund or scheme were realised at farr
value at the year end date, subject to the relevant hurdle
rates or performance conditions being met.

Judgment is required in determining the fair value of the
investment portfolic {as described in the preceding risk
section) and therefore, whether hurdles or performance
conditions have been achieved.

There are multiple carried interest arrangements in place and
Investment executives may participate in more than ene
scheme. These arrangements have been structured over
muttiple periods and include different pools of investments
The process of calculating carried interest receivable and
payable relies on manual calculations

Due to the complexities inherent in the arrangements and
the manual nature of the recognition process, there s a risk
that the carried interest calculations are incorrectly calculated
or recognised in the wrong period.

Our pracedures extended to testing 99% of the related amount.

We obtained an understanding of management’s processes and contrals fer

the calculation of carried interest by performing walkthrough procedures, and
discussing with management the governance structure and protocols around their
oversight of the carried interest arrangements. Givert the manual nature of the
calculation, although controls were deemed to be designed effectively, we adopted
a substantive zpproach te our testing.

We agreaed a sample of caiculation methodologies to their respective terms and
conditions set out in the underlying agreements

Our audit procedures on the fair vaiue of the underlying investments are described
in the preceding risk section. We performed analytical procedures comparing the
performance of the reference investments in each fund or scheme, taking intc
account the investment realisations, to the related accruals in the financial
statements.

On a sample basis we:

s recalculated the returns en the fund or scheme 1o test that hurdles or performance
conditions had been met where carried interest was being accrued;
recalculated the carried interest accruals for mathematicat accuracy and agreed
the investment fair values to our audit work on the fair value of the investment
portfolio, the fee rates to the relevant agreements and realised gains to our audit
work on realised profits;
* determined the reasonableness of investment exit dates with reference to our
audit wark on the fair value of the investment portfolio and cur understanding
of the life cycle of the relevant investments, and then compared this againsi the
anticipated payment dates used to discount the carried interest accrual, and
¢ verified the resulting cash flows to approvals and bank statement payments.

Key chservations communicated to the Audit and Compliance Committee:
Cur audit procedures did not identify any matters regarding the recognition of carried interest in accordance with IFRS. All caiculations tested
have been performed in aceordance with contractual terms. Based on our procedures performed we had no material matters to report to the

Audit and Compliance Committee.
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Audited financial statements

Independent Auditor’s report
to the members of 3i Group plc

continued

Risk

Qur response to the risk

Group and parent company risk

Incorrect recognition of portfolio income and of realised
profits on disposal of investments

Refer to the Audit and Compliance Committee report (pages
69 to 73); Significant accounting policies {pages 108 to 111}
and Notes 2 and 11 of the financial staterents (page 115 and
121)

Portfolio income is directly attributable to the return from
investments. This includes: dividends from investee
compenies and income from loans and receivables.

Realised profits onginate from disposals of investrments.
Realised profits are calculated as the difference between the
net proceeds and the investment’s fair value at the beginning
of the year.

Market expectations and revenue based targets may place
pressure on management to influence the recognition of
portfelio income or realised gains. This may resulit in
overstaterment or deferral of revenues to assist in meeting
current or future targets or expectations.

Our procedures extended to testing 69% of the related amount.

We obtained an understanding of management’s processes and controls around
accounting for portfolio income and realised gains by performing walkthrough
pracedures, We identified key controls in the processes, assessed design adequacy
and tested operating effectiveness of thase controls. Controls were deemed to be
designed and operating effectively.

We performed detailed testing on a sample of transactions to confirm whether they
had been apprepriately recorded in the Consolidated statement of comprehensive
income.

For partfolio income, on a sample basis, we:

* agreed dividends from investee company to the dividend notice; and
* recaiculated interest income based on the terms of the underlying agreements.

For realised gains, on a sample basis, we:

analysed the contract and terms of the sale to determine whether the Group had
met the stipulated requirements, confirming that the net proceeds and therefore
the realised profit over opening value could be reliably measured, and
re-performed management's calculations to determine mathematical accuracy
and confirmed the collection of the net proceeds by agreeing the cash receipt
to bank statements.

For all samples selected for testing we verified that revenue is recognised when the
significant risks and rewards of ownership have been transferred.

We performed enquiries of management and read minutes of meetings throughout
the year and subsequent to the year end in order to address the risk of management
override of controls to defer revenue recognition.

Key observations communicated to the Audit and Compliance Committee:

Our audit procedures did not identify any material matters regarding the recognition of pertfolio income and of realised profits on dispesal of
investments. All transactions tested have been recognised in accordance with contractual terms and IFRS. Based on our procedures performed
we had no material matters to report to the Audit and Compliance Committee.

Risk

Qur response to the risk

Group only risk

Incorrect accounting treatment of the sale of the Debt
Management business and calculation of the profit on
disposal

Refer to the Audit and Compliance Committee report (pages
69 to 73); and Note 31 of the financial statements (pages 147
to 148}

The sale of the Debt Management business completed on

3 March 2017. The transaction resulted in a profit on disposal
and discontinued operations recorded within the
Consaolidated statement of comprehensive income.

The sale of the Debt Management business, is a transaction
outside the narmal course of business far the Group and has
a number of associated risks, including: the complex and
manual nature of the calculation of profit on disposal, and the

complexities involved in accounting in accordance with IFRS 5

- Non-current Assets Held for Sale and Discontinued
Operations (1FRS 5).

We performed the following procedures:

* read the contract and terms of the sale to verify that the Group met the
requirements to derecognise the disposal group:

* re-performed management’s calculations of the profit on disposal,
checked mathematical accuracy and verified cotlection of the net proceeds and
accuracy of their recording by agreeing the cash receipts to bank statements;

* performed testing over the amounts classified on the Consclidated statement
of comprehensive income as income from a discontinued operation, for accuracy
and for compiiance with IFRSs; and

* reviewed the accounting treatment of the disposed Debt Management business
line and related disclosures in the financial statements, for compliance with IFRS 5.

Key observations communicated to the Audit and Compliance Committee:

Our audit procedures did not identify any material matters regarding the sale of the Debt Management business and calculation of the profit on
disposal. The transaction has been recognised and disclosed in the financial statements in accordance with contractual terms and IFRS. Based on our
procedures performed we had no material matters to report to the Audit and Compliance Committee.
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The scope of our audit

Tailoring the scope

Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality determine our audit scope for
each entity within the Group. Taken together, this enables us to form an opinion on the consolidated financial statements. We take into
account size, risk prefile, the organisation of the group and effectiveness of group-wide controls, changes in the business environment

and other factors such as recent internal audit results when assessing the level of work to be performed at each entity.

The investment portfclio balance is the most material part of the Consolidated statement of financial position. Monitoring and control
over the valuation of investments is exercised by management centrally in London, and as such is audited whoily by the London based

Group audit team. Monitoring and control over the operations of the subsidiaries within the Group, including those located overseas,
is centralised in London. The Group audit team performed all the work necessary to issue the Group and Parent company audit
opinion, including undertaking all of the audit work on the risks of material misstatement identified above.

Involvement with companent teams
All audit work performed for the purposes of the audit was undertaken by the Group audit team.

Our application of materiality

We apply the concept of materiality in planning and performing the audit, in evaluating the effect of identified misstaternents on
the audit and in forming our audit opinicn.

Materiality

The magnitude of an.omission or misstatement that, individually or in the aggregate, could reasonably be expected to influence the
economic decisions of the users of the financial statements. Materiality provides a basis for determining the nature and extent of our
audit procedures.

We determined materiality for the Group to be £58m (2016: £44m), which is 19 (2016: 19%) of net assets. We believe that net assets
provides us with a consistent year on year basis for determining materiality, and is the most relevant measure to the stakeholders
of the entity.

We calculated materiality during the planning stage of the audit then reassessed it based on the 31 March 2017 net asset value,
and adjusted cur audit procedures accordingly.

Performance materiality

The application of materiality at the individual account or balance level. It is set at an amount to reduce to an appropriately low level
the probability that the aggregate of uncorrected and undetected misstatements exceeds materiality.

Cn the basis of our risk assessments, together with our assessment of the Group's overall control environment, our judgment was
that performance materiality was 50% (2016: 50%) of our planning materiality, namely £29m {2016: £22m). This is at the lower end of
the range of 50% to 75%. In arriving at 50%, we considered the judgmental nature of the valuations in the Consolidated statement
of financial position and the relative value of transactions recorded in the other primary statements, to ensure that total uncorrected
and undetected audit differences in all accounts did not exceed our materiality of £58m.

Reporting threshold

An amount below which identified misstatements are considered as being clearly trivial,

We agreed with the Audit and Compliance Committee that we would report to them all uncorrected audit differences in excess
of £29m (2016: £2.0m), which is set at 5% of planning materiality, as well as differences below that threshold that, in our view,
warranted reporting on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light
of ather relevant qualitative considerations in forming aur opinion.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reascnable
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 Group’s and the Parent Company’s circumstances and have
been consistently applied and adequately disclosed,; the reasenableness 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 is apparently materially incorrect based on, or materially incansistent 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.
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Audited financial statements

Independent Auditor’s report
to the members of 3i Group plc

continued

Respective responsibilities of directors and auditor

As explained more fully in the Staternent of Directors’ Responsibilities set out on page 99, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Qur responsibility is to audit and
express an opinion 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.

This report is made solely to the company’s members, as 2 bedy, in accordance with Chapter 3 of Part 16 of the Companies Act 2006.
Our audit work has been undertaken so that we might state to the company’s members those matters we are 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 company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion:

* the part of the Directors' Remuneration Report to 'be audited has been properly prepared in accordance with the Companies Act
2006; and

* based on the work undertaken in the course of the audit:
~ the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements

are prepared is consistent with the financial statements;

- the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

I1SAs {UK and Ireland) reporting We are required te report to you if, in our opinien, firancial and non-financial information in the annual
report is:

materially inconsistent with the infarmation in the audited financial statements; ar

= apparently materially incorrect based en, or materially inconsistent with, our knowledge of the Group

acquired in the course of performing our audit; or

otherwise misleading.

In particular, we are required to report whether we have :dentified any inconsistencies between our knowledge
acquired in the course of performing the audit and the directors’ statement that they consider the annual
report and accounts taken as a whole is fair, balanced and understandable and provides the information
necessary for shareholders to assess the enuty's performance, business model and strategy; and whether the
annual report appropriately addresses those matters that we communicated to the Audit and Compliance
Commitiee that we consider should have been disclesed

Companies Act 2006 reporting in light of the knowledge and understanding of the Company and its envirenment obtained in the course
of the audit, we have identified no material misstatements in the Strategic Report or Directors’ Report.

We are required to report ta you if, in our opinion:

adequate accounting records have not been kept by the parent company, or returns adequate for cur audit
have not been received from branches not visited by us; or

the parent company financial statements and the part of the Directors’ Remuneration Report to be audited
are not in agreement with the accounting records and returns; or

= certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not received all the information and explanations we require for our audit.

Listing Rules review requirements We are required to review:
* the directors’ staterment in relation to gaing concern, set out an page 98 and longer-term viability, set out
on page 49; and
= the part of the Corporate Governarce statement relating te the company’s compliance with the provisions
of the UK Corporate Governance Code specified for our review.

Conclusion in respect of all matters on which we are required to report by exception:
We have no exceptions to report in respect of any of the responsibilities above.
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Statement on the directors’ assessment of the principal risks that would threaten
the solvency or liquidity of the entity

I15As (UK and Ireland) reporting We are required 1o give a staterment as to whether we have anything material to add or to draw attention to
inrelation to:

* the directors’ confirmation in the annual report that they have carried out a robust assessment of the
principal risks facing the entity, including those that would threaten its business model, future performance,
solvency or liquidity;
the disclosures in the annual report that describe those risks and explain how they are being managed
or mitigated;
the directors’ statement in the financial statements about whether they considered it appropriate to adopt
the going concern basis of accounting in preparing them, and their identification of any material
uncertainties to the entity's ability to continue to do so over a period of at least twelve months from the date
of approval of the financial statements; and
the directors’ explanation in the annual report as te how they have assessed the prospects of the entity, over
what period they have done so and why they consider that period to be appropnate, and their statement as
to whether they have a reascnable expectation that the entity will be able to continue in operation and meet
its liabilities as they fall due cver the period of their assessment, including any related diselosures drawing
attention to any necessary qualifications or assumpticns.

Conclusion
We have nothing material to add or to ggaw attention to in respect of the above.

M pud L

for and on behalf of Ernsg & Young LLP, Statutory Auditor

London

17 May 2017

Notes

1 The maintenance and integrity of the 31 Group plc web site is the respensibility of the directors; the work carmed out by the auditors does not nvolve cansideration of these matters and,
accordingly, the auditars accept no responsibility for any changes that may have occurrea 1o the financial statemerts since they were intally presented on the web site,

2 Legislatian in the Urited Kingdom gavermng the preparation and dissemination of financial staterments may anffer from legislation in other junisdictiors

3i Group Annual report and accounts 2317 185

MBIAIBAD

A3nb3 eyeauy

BINIONJISBAI|

Ky|upsuodsas ayeiodiony
puUR 51y ‘MBIABI [RIILBUIY

BURUIAADE)
ajesodion)

SjuBWaEYS
[elatRUY paypny

pue 0ljoj1i04

udhewlojul sayie



Portfolio and other information

20 Large investments

The 20 Investments listed below account for 89% of the portfolio at 31 March 2017 (31 March 2016: 709%). This table does net include
two investments that have been excluded for commercial reasons. For each of our investments we have assessed whether they classify
as accounting subsidiaries under IFRS and/or subsidiaries under the UK Campanies Act. This assessment forms the basis of aur
disclosure of accounting subsidiaries in the financial statements.

The UK Companies Act defines a subsidiary based on vating rights, with a greater than 50% majority of voting rights resulting in an
entity being classified as a subsidiary. [FRS 10 applies a wider test and, if a Group is exposed, or has rights to variable returns from
its invelvernent with the investee and has the ability to affect these returns through its power over the investee then it has contral,
and hence the investee is deemed an accounting subsidiary. Controlled subsidiaries under IFRS are noted below. None of these
investrnents are UK Companies Act subsidiaries.

In accordance with Part 5 of The Alternative Investment Fund Managers Regulations 2013 ("the Regulations”), 3i Investments plc,
as AIFM, requires alf controlled peortfolio companies to make available to employees an annual report which meets the disclosure
reqguirements of the Regulations. These are available either on the portfolio company's website or through filing with the relevant
local authorities.

Residual Residual
Business line cost’ cost’ Valuation Valuation
Geography March March March March Relevant
Investment Firstinvested in 2016 2017 2016 2017 transactions
Description of business Valuation basis £m £m £m fm inthe year
Action* Private Equity 1 1 902 1,708 Refinancing returned
Non-food discount retailer Benelux £187m of proceeds
2om
Earnings
3i Infrastructure plc* Infrastructure 270 399 464 655  Investedt £13Tmin 3iN's
Quoted investment company, UK capital raise
investing in infrastructure 2007
Quoted
Scandlines” Private Equity 114 114 349 538 '
Ferry operator between Denmark/
Denmark and Germany Germany
2007/2073
DCF
Q Holding* Private Equity 100 162 120 222 Further investment to support
Manufacturer of precision us O Holding's investrment in
enginee:red elastormeric 2014 Degania
components Earnings
Weener Plastic* Private Equity 151 141 173 200
Supplier of plastic packaging Germany
solutions 2015
Earnings
Audley Travel* Private Equity 181 177 158 185
Provider of experiential Uk
tailor made travel 2015
Earnings
Basic-Fit Private Equity 99 1 208 184 Listed on Amsterdam Stock
Discourt gyms operator Barelux Exchange in June 2016 and
2M3 returned £82m of proceeds
Quoted
ATESTEO* Private Equity 83 39 130 160 Refinancing returned
International transmission Germany £48m of proceeds
testing specialist 2013
Earnings
Schlemmer* Private Equity - 162 - 154 New investment
Provider of cable management Germany
solutions for the automotive 2014
industry Earnings {
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Residual Residual

Business line cast’ cost’ Valuation Valuation

Geography March March March March Relevant
Investment First investedin 2016 2017 2014 2017 transactions
Description of business Valuation basis £m £m fm £m inthe year
BoConcept* Private Equity - 140 - 146 New investment
Urban living brand Denmark

2016

Earnings
Ponroy Santé* Private Equity - 123 - 122 New investment
Manufacturer of natural France
healthcare and cosmetics 207
products Earnings
AES Engineering Private Equity 30 30 92 113
Manufacturer of mechanical UK
seals and support systems 1996

Earnings
Tato Private Equity 2 2 80 112
Manufacturer and seller UK
of speciality chemicals 1989

Earnings
Christ* Private Equity 99 101 117 98
Distributer and retailer Germany
of jewellery 2014

Earnings
Euro-Diesel* Private Equity 52 57 59 5
Manufacturer of uninterruptible Benelux
power supply systerms 2015

Earnings
Aspen Pumps* Private Equity 70 78 64 88
Manufacturer of pumps UK
and accessories for the 2015
arr conditioning, heating Earnings
and refrigeration industry
Global Income Fund Other 48 [} 52 79 Further investment of
Debt Management open UK £24m
ended fund with exposure to 2015
North America and western Fund
European issuers
MKM Private Equity 23 24 53 68 Sale announced with
Bullding materials supglier 814 proceeds of £70m

2006

Imminent sale
OneMed Group* Private Equity 124 130 60 59
Distributor of consumable Sweden
medical products, 2011
devices and technology Earnings
Dynatect™ Private Equity 65 45 43 56
Manufacturer of engineered, us
mission critical protective 2014
equipment Earnings

1,492 2,042 3,164 5,042

* Controlled in accordance with IFRS.

* Residual cost includes capitalised nterest.
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Portfolio and other information

Portfolio valuation — an explanation

Policy

The valuation policy is the responsibility of the Board, with
additional oversight and annual review from the Valuations
Committee. Our policy is 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

is compliant with the fair value guidelines under IFRS and, in

so doing, is also compliant with the guidelines issued by the
International Private Equity and Venture Capital valuation board
(the "IPEV guidelines”). The policy covers the Group's Private
Equity, Infrastructure and the residual Debt Management
investment valuations. Valuations of the investment portfolio of

the Group and its subsidiaries are performed at each quarter end.

Fair value is the underlying principle and is defined as “the price
that would be received to sell an asset in an orderly transaction
between market participants at the measurement date” (IPEV
guidelines, December 2015). Fair value is therefore an estimate
and, as such, determining 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 majaority of the portfolio,
however, is represented by unquoted 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 enterprise value. We then apportion
that enterprise value between 3i, other shareholders and lenders.

Determining enterprise value

The enterprise value is determined using one of a selection
of methodologies depending on the nature, facts and
circumstances of the investment.

Where possible, we use methodologies which draw heavily
on observable market prices, whether listed equity markets
or reported merger and acquisition transactions, and trading
updates from our portiolio.

As unguoted investments are not traded an an active market,
the Group adjusts the estimated enterprise value by a liquidity
discount. The liquidity discount is applied to the total enterprise
value and we apply a higher discount rate for investments where
there are more restrictions on our ability to sell at a time of

our choosing.

The table opposite outlines in more detail the range of valuation
methodcologies available to us, as well as the inputs and
adjustments necessary for each

Apportioning the enterprise value between 3i, other
shareholders and lenders

Once we have estimated the enterprise value, the following steps
are taken:

1 We subtract the value of any claims, net of free cash balances,
that are more senior to the most senior of cur investments.

2. The resulting attributable enterprise value is apportioned
to the Group'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 investrment
The value is then distributed amongst the different loan,
equity and other finanaal instruments accordingly.
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3. If the value attributed to a specific shareholder loan
investment in a company is less than its carrying value,
a shortfall is impled, which 1s recogrised in our valuation.
In exceptional cases, we may judge that the shortfall is
temporary; to recognise the shortfalt in such a scenario
would lead to unrepresentative volatility and hence
we may choose not ta recognise the shortfall.

Other factors

In applying this framework, there are additional considerations
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 majority shareholder chooses to sell, and we have a
minority interest, we may have the right to a minimurm return

on our investment.

Debt instruments, in particular, may have structural rights. in the
valuation, it is assumed third parties, such as lenders or holders
of convertible instruments, fully exercise any structural rights
they might have if they are “in the money”, and that the value to
the Group may therefore be reduced by such rights held by third
parties. The Group's own structurat rights are valued on the basis
they are exercisable on the reporting date.

Assets classified as “terminal” I

If we believe an investrnent has more than a 50% probability

of failing 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. ltis important ta distinguish between

our investment failing and the business failing; the failure of

our investment does not always mean that the business has
failed, just that our recoverable value has dropped significantly.
This would generally result in the equity and loan compenents
of our investment being valued at nil. Value movements in the
period relating to investments classified as terminal are classified
as provisions in our value movement analysis.

Infrastructure unquoted valuation

The primary valuation methodology used for Infrastructure
investments is the discounted cash flow method ("DCF”).

Fair value is estimated by deriving the presert 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 is estimated with reference to the
market risk-free rate, a risk adjusted premium and information
specific to the investment or market sector.

Debt Management valuation — dassified as other

On 3 March 2017, the Group completed the disposal of its Debt
Management business to Investcorp for cash consideration of
£270 million. The remaining CLO assets are held at fair value.
Fund investments are based on reported NAV. Fair value is
based on a range of data including broker quotes if available,
trading data where available, and data from third-party
valuation providers.



% of
investment
basis portfolio
valued on
Methodology Description Inputs Adjustments this basis
Earnings Mast commonly used Earnings multiples are applied to the earnings of the A liquidity discount s 66%
(Private Equity) Private Equity valuation Company to determine the enterprise value applied to the enterprise
methodology Eamings ;gé'ue,éy%l;;lly betu;;eetn
Used for mvestments Reported earnings adjusted for non-recurring items, En ! ‘\lean ai O,rtsh
which are profitable such as restructuring expenses, for significant corporate ::c as our:t\gﬂg‘se:h il
and for which we can actions and, in exceptional cases, run-rate adjustments manageme d andother
determine asetof listed  tg arrive at maintainable earnings {WESEO"S atn - c;:r
Investmentri sin
fompar:l!es andhprecedent Most commen measure 1s earnings before interest, tax,  the deal strucgture
ransactions, where depreciation and amaortisation ("EBITDA")
relevant, with similar .
characteristics Earnings used are usually the management accounts
for the 12 months to the quarter end preceding the
reporting gericd, unless data frem forecasts or the latest
audited accounts provides a more reliable picture of
maintainable earnings
Action is valued using its run-rate earnings to the closest
period end as 3i's
Earnings multiples
The earnings multiple is derived from comparable listed
companies or relevant market transaction multiples
We select companies n the same industry and, where
possible, with a similar business madel and profile in
terms of size, products, services and customers, growth
rates and geographic focus
We ad|ust for relative performance in the set of
comparables, exit expectations and other company
specific factors
Qusted Used for investments in Closing bid price at balance sheet date No adjustments or 16%
(Infrastructure  listed companies discounts applied
/Private Equity)
Imminentsale  Usedwhere an asset is Contracted proceeds for the transaction, or best A discount of typicaily 2.5% 1%
{Private Equity) in asales process, aprice  estimate of the expected proceeds is applied to reflect any
has been agreed but uncertain adjustments to
the transaction has not expected proceeds
yet settled e o
Fund (Private Used for investments Net asset value reported by the fund manager Typically no further 2%
Equity/Other} in unlisted funds discount applied in
addition to that applied
. by the fund manager
Specific industry Used for investments in We create a set of comparabile listed companies and An appropriate discount 2%
metrics (Private  industries which have well  derive the implied values of the relevant metric is applied, depending on
Equity) defined metrics as bases e track and adjust this metric for relative perfarmance,  the valuation metric used
for valuation - eg book as in the case of earnings muttiples
value for insurance c bl . lected using th
underwriters, or regulated  CoMpara de corgpgr}lestare selecte uma;g v el same
asset bases for Gtilities criteria as described for the earnings methodology
Discounted Appropriate for businesses Long-term cash flows are discounted at a rate which Discount already implicit in 11%
cash flow with long-term stable is benchmarked against market data, where possible, the discount rate applied to
{Private Equity/ cash flows, typically or adjusted from the rate at the initial investment based  long-term cash flows —no
Infrastructure)  inlInfrastructure  on changes in the risk profile of the investment further discounts applied
Broker Used to value traded Broker quotes abtained from banks which trade the No discount is applied 1%
quotes (Other)  debtinstruments specificinstruments concerned, benchmarked to a range
of other data such as trade data and other quotes N L L
Other Used where elements Values of separate elements prepared on one of the Discounts applied 1%

{Private Equity)

of a business are valued
on different bases

methodologies listed above

to separate elements
as abave

For a small propaortion of our smaller investments {less than 1% of the portfolio value), the valuation is determined 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 amortised cost and any implied impairment,

in line with IFRS.

Consistent with IPEV guidelines, all equity investments are held at fair value using the mest appropriate methodology
and no investments are held at historical cost.
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Portfolio and other information

Information for shareholders

Financial calendar

Ex-dividend date

Record date

Annual General Meeting™

Final dividend to be paid

Half-year results (available online only)
Interim dividend expected to be paid

Thursday 15 June 2017
Friday 16 June 2017
Thursday 29 June 2017
Friday 21 July 2017
Novernber 2017
January 2018

* The 2017 Annual Genersl Meeting will be held at The Queer Elizabeth Il Conference Centre, Broad Sanctuary. Westrminster, London $W1P 3EE en 29 June 2017 at 11.00 am

For further details please see the Notice of Annual General Meeting 2017,

Information on ordinary shares
Shareheolder profile: Location of investors at 31 March 2017

UK 61.0%
North America 24 3%
Continental Eurcpe 10.8%
Other international 41%
Share price
Share price at 31 March 2017 ) 74950
High during the year {31 March 2017) 7495p
Low during the year (7 April 2016) 443.3p
Dividends paid in the year to 31 March 2017
FY2014 Final dividend, paid 22 July 2016 1605
FY2017 Interim dividend, paid 4 January 2017 8.0p
Balance analysis summary
i . ’ Number of
Number of holdings
holdings Corporate Balance as at
) individuals Bodies 31 March 2017 %
1-1 ,dOO i 12,565 384 5,789,866 0.60
1,001-10,000 5,281 577 13,373,283 137
10,001-100,000 154 378 18,727,404 193
100,001-1,000,000 17 336 119,099,036 12.24
1,000,001-10,000,000 0 126 351,396,530 3612
10,000,001-highest 0 19 464,422,305 4774
Total 18,017 1,820 972,808,424 100.00

The table above provides details of the number of shareholdings within each of the bands stated in the register of members

at 31 March 2017.
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Boiler room and other scams

In the past, some of our shareholders have received

unsolicited telephone calls or correspondence concerning
investment matters from organisations or persons claiming or
implying that they have some connection with the Company.
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 unsalicited
advice, offers to buy shares at a discount or offers of free reports
into the Company. These approaches are operatad out of what
is more commaonly 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-restriction fee. This is a commaon secondary scam operated
by the boiler rooms.

i you receive any unsolicited investment advice:

* Always ensure the firm is on the Financial Conduct Authority
("FCA") Register and is allowed to give financial advice before
handing over your money. You can check at www fca.org.uk/
register;

» Double-check the caller is from the firm they say they are — ask
for their name and telephone number and say you will call them
back. Check their identity by calling the firm using the contact
number listed on the FCA Register. This is 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 FCA's list of known unauthorised overseas firms.
However, these firms change their name regularly, so even

if a firm is not listed it does not mean they are legitimate.
Always check that they are listed on the FCA Register; and

If you have any doubits, call the Financial Conduct Authority
Consumer Helpline on 0800 111 6768. If you deal with an
unauthorised firm, 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 receive shareholder communications
electronically in future, including annual reports and
notices of meetings, please visit our Registrars’ website

at www.shareview.co.uk/clients/3isignup and follow the
instructions there to register.

The 2017 half-yearly report will be availabie online only.
Please register to ensure you are notified when it becomes
avallable at www.3i.com/investor-relations/financial-news.

More general information on electronic communications is
available on cur website at www.3i.com/investor-relations/
shareholder-information.

Investor relations and general enquiries

For all investor relations and general enquiries about 3i Group
plc, including requests for further copies of the Report and
accounts, please contact:

Investor relations
3i Group ple

16 Palace Street
London, SWI1E 5JD

Telephone +44 (0)20 7975 3131
email IR-Team@3i.com

or visit the Investor relations section of our website at

www. 3i.com/investor-relations, for full up-to-date investor
relations information, including the latest share price, results
presentations and financial news.

Registrars

For shareholder administration enquiries, including changes
of address please contact:

Equinti

Aspect House

Spencer Road

Lancing
West Sussex, BN99 6DA

Telephone 0371 384 2031

Lines are open from 8.30am to 5.30pm, Monday to Friday
{international callers +44 121 415 7183).
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Portfolio and other information

Glossary

Alternative Investment Funds {(“AIFs”} At 31 March 2017,
3i Investments plc as AIFM, managed five AlFs.

Alternative Investment Fund Mapager (“AIFM") is the regulated
manager of AlFs, Within 3j, this is 3i [nvestments ple.

Approved Investment Trust Company This is a particular UK
tax status maintained by 3i Group ple, the parent company

of 3i Group. An approved investment trust company is a UK
company which mests certain conditions set out in the UK tax
rules which include a requirement for the company to undertake
portfelic investment activity that aims to spread investment

risk and for the company's shares to be listed on an approved
exchange. The “approved” status for an investment trust must
be agreed by the UK tax authorities and its benefit is that certain
profits of the company, principally its capital profits, are not
taxable in the UK.

Assets under management {"AUM”) A measure of the total
assets that 3i has to invest or manages on behalf of shareholders
and third-party investors for which it receives a fee. AUM is
measured at fair value. The measurement changed in the year
from residual value to fair value to reflect the scale of 3i's business
and, in the absence of a third-party fund in Private Equity, it is not
a measure of fee generating capability.

Base Erosion and Profit Shifting ("BEPS”) Project is an QECD
initiative that was launched in 2013, at the request of the G20
countries, to develop specific, detailed proposals, rules and
instruments required to equip governments and tax authorities
to address the BEPS chatlenge and the proposals were
delivered to and approved by the G20 leaders in November
2015. Countries are now in the process of considering ana
implementing changes to their domestic tax laws and
international tax treaties to give effect to the recommendations
made by the BEPS project tearn.

Board The Board of Directors of the Company.

162 3i Group Annual report and accounts 2017

Capital redemption reserve is established in respect of the
redemption of the Company’s ordinary shares.

Capital reserve recognises all profits that are capital in nature
or have been allocated to capital. Following changes to

the Companies Act, the Company amended its Articles of
Association at the 2012 Annual General Meeting to allow these
profits to be distributable by way of a dividend.

Carried interest is accrued on the realised and unrealised
profits generated taking relevant performance hurdles into
consideration, assuming all investments were realised at the
prevailing book value. Carried interest is only actually paid or
received when the relevant performance hurdles are met and
the accrual is discounted to reflect expected payment periods.

Carried interest receivable is generated on third-party capital
over the lite of the relevant fund when relevant performance
criteria are met.

Collateralised Loan Obligation (“CLO") A form of securitisation
where payments from multiple loans are pooled together and
passed on ta different classes of owners in various tranches.

Common Reporting Standard ("CRS") imposes obligations on
financial groups and entities to identify and report details, relating
1o the foreign investors investing in such groups and entities,

to the local tax autherity who then exchange the information

with the other relevant tax authorities.

Company 3i Group plc.

Country by Country reporting ("CbC Reporting”} refers to a
requirement for large multinational groups, operating in different
countries, to file an annual report detailing certain information
about the activities of the entities in the Group, on a country by
country basis, covering the countries in which the Group entities
opetate, This new requirement applies to the Group for its
accounting periods beginning after 1 April 2016



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.

Disposal Group is comprised of the assets and liabilities
associated with the Group’s Debt Management business sold
to Investcorp in March 2017.

Dividend income from equity investments and CLO capital 15
recagnised in the Statement of comprehensive income when the
shareholders’ rights to receive payment have been established.

EBITDA is defined as earnings befare interest, taxation,
depreciation and amortisaticn and is used as the typical measure
of portfolic company performance.

EBITDA multiple Calculated as the enterprise value over EBITDA,
it is used to determine the value of a company.

Executive Committee The Executive Committee is responsible
for the day-to-day running of the Group and comprises: the Chief
Executive, Group Finance Director, the Managing Partners of

the Private Equity and Infrastructure businesses and the Group's
General Counsel.

Fair value movements on investment entity subsidiaries The
movement in the carrying value of Group subsidiaries, classified
as investment entities under IFRS 10, between the start and
end of the accounting period canverted into sterling using the
exchange rates at the date of the movement.

Fair value through profit or loss (“FVTPL") is an IFRS
measurement basis permitted for assets and liabilities which
meet certain criteria. Gains and losses on assets and liabilities
measured as FVTPL are recognised directly in the Statement
of comprehensive income.

Fee income is earned directly from investee companies when an
investrnent is first made and through the life of the investment.
Fees that are earned on a financing arrangement are considered
to relate to a financizal asset measured at fair value through

profit or loss and are recognised when that investment is made.
Fees that are earned on the basis of providing an ongoing
service to the investee company are recognised as that service
is provided.

Fees receivable from external funds are fees received by the
Group, from third parties, for the management of Private Equity
and Infrastructure funds.

Foreign Account Tax Compliance Act ("FATCA") is US tax
legislation aimed at preventing offshore tax avoidance by US
persons. The rules impose obligations on non-US financial groups
and entities to identify and report detalils relating to US investors
who have invested in those groups and entfties.

Foreign exchange on investments 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 transaction. At each subsequent
reporting date investments are translated to sterling at the
exchange rate ruling at that date.

Gross investment return {("GIR") includes profit 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 is
measured as a percentage of the opening portfolio value.

Interest income from investment portfolio is recognised as

it accrues. When the fair value of an investment is assessed

to be kbelow the principal value of aloan the Group recognises
a provision against any interest accrued from the date of the
assessment going forward until the investment is assessed

to have recovered in value.

International Financial Reporting Standards ("IFRS”) are
accounting standards issued by the International Accounting
Standards Board ("|ASB"). The Group's consolidated financial
statements are required to be prepared in accordance with IFRS.

Investment basis Accounts prepared assuming that IFRS

10 had not been introduced. Under this basis, we fair value
portfolioc companies at the level we believe provides the most
comprehensive financial informaticn.

The commentary in the Strategic report refers to this basis
as we believe it provides a more understandable view of
our performance.
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Portfolio and other information

Glossary

continued

Key Performance Indicators ("KPI") is a measure by reference to
which the development, performance or position of the Group
can he measured effectively.

Money multiple is calculated as the cumulative distributions plus
any residual value divided by paid-in capital.

Net asset value ("NAV"} is a measure of the fair value of
our proprietary investments and the net costs of operating
the business.

Operating cash profit is the difference between our cash income
lconsisting of partfelio interest received, portfolio dividends
received, portfolio fees received and fees received from external
funds as per the Investment basis Cash flow statement) and

our operating expenses {as per the Investment basis cash

flow staterment).

Operating profit inciudes gross investment return, management
fee income generated from managing external funds, the costs
of running cur business, net interest payable, movemnents in the
fair value of derivatives, other losses and carried interest.

Portfolio income is that which is directly related to the return
from individual investments. It is recognised to the extent that

it is probable that there will be economic benefit and the income
can be reliably measured. It is comprised of dividend income,
interest income from investment pertfolio and fee income

Proprietary Capital Shareholders’ capital which is available 1o
invest to generate profits.

Public Private Partnership ("PPP") is a government service

or private business venture which is funded and operated
through a partnership of government and one or more private
sector companies.

Realised profits or fosses over value on the disposal of
investments The difference between the fair value of the
consideration received, less any directly attributable costs,
on the sale of equity and the repayment of interest income
from investment portfolio and its carrying value at the start
of the accounting period, converted into sterling using the
exchange rates at the date of disposal.
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Revenue reserve recognises all profits that are revenue in nature
or have been allocated to revenue.

Segmental reporting Operating segments are reported in

a manner consistent with the internal reparting provided to
the Chief Executive who is considered to be the Group’s chief
operating decision maker. Alf transactions between business
segments are conducted on an arm'’s length basis, with intra-
segment revenue and costs being eliminated on consolidation.
Income and expenses directly associated with each segment
are included in determining business segment performance.

Share-based payment reserve is a reserve to recognise
those amounts in retained earnings in respect of share-
based payments.

Total return comprises operating profit less tax charge less
movement in actuarial valuatian of the historic defined benefit
pension scheme.

Total shareholder return {"TSR"} is the measure of the overall
return ta sharehalders and includes the movement in the share
price and any dividends paid, assuming that all dividends are
reinvested on their ex-dividend date.

Translation reserve comprises all exchange differences
arising frem the translation of the financial statements of
internaticnal operations.

Unrealised profits or losses on the revaluation of investments
The movement in the carrying value of investments between the
start and end of the accounting period converted into sterling
using the exchange rates at the date of the movement.

Value weighted earnings growth The growth in the last 12-month
earnings, when comparing to the preceding 12 months
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