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BVG Investment Managers Limited
Report of the Directors

he Directors submit their report together with the audited financial statements for the year ended 31 December 2006

rincipal activity

VG Investment Managers Limited (SVGIM) 1s an mvestment management company and acts as a General Partner of a UK Limited Partnership,
[ragetic Recovery Fund Il SVGIM s a pnvate Imited entity and 1s incorporated in the United Kingdom  The registered office of the Company 18
icated at 111 Strand, London, WC2R 0AG

esults and dividends
uring the year the Company made a profit after taxation of £956 (2005 profit £30,232)

he Directors do not recommend a dwvidend payment (2005 £nil)

reditor Payment Policy

he Company's normal practice 1s to agree the terms of payment with suppliers at the time of contract and to make payment within the agreed credit
rm subject to satisfactory performance

iractors and directors' interests
he Directors of the Company and their beneficial, non-beneficial and family interasts in the share capital of SVG Capital plc (SVG), the company's
hmediate parent, dunng the year to 31 December 2006 are given below

Ordinary shares 31 December 2006 31 December 2005

Nicholas Ferguson 594,407 490,241
Gerard Uoyd 38,301 23,932
Chns Moms 5,382 5,382
Andrew Willams 13,091 13,091
Guy Eastman 8,000 8,000
jptions held by Directors over ordinary shares of SVG Capital plc
Exercise dates
Director At 31 Optons Options Options At 3 Exercise Earest Latest
December granted exercised lapsed  December pnce
2005 dunng the 2006
year
Nicholas Ferguson 715,446 - - - 715,446 4100 21 June 2004 20 June 2011
357,724 - - - 357,724 4100 21 June 2005 20 June 2011
404,484 - - - 404,484 M5 5 Apnl 2005 4 April 2012
349,840 - - - 349,840 1928 13 March 2006 12 March 2013
363,256 - - - 363,256 4790 12 March 2007 11 March 2014
250,704 - - - 250,704 5640 23 March 2008 22 March 2015
Andrew Wilhams 373,083 - - - 373,983 4100 21 June 2004 20 June 2011
186,992 - - - 186,992 4100 21 June 2005 20 June 2011
272,645 - - - 272,645 3345 5 Apnl 2005 4 April 2012
239,847 - - - 239,847 3928 13 March 2006 12 March 2013
248,851 - - - 248,851 4790 12 March 2007 11 March 2014
242,957 - - 242,957 564 0 23 March 2008 22 March 2015
- 178,313 - - 178,313 8314 24 March 2009 23 March 2018
Guy Eastman 101,845 - - - 101,845 3928 13 March 2006 12 March 2013
52,192 - - - 52,192 4790 12 March 2007 11 March 2014
45,774 - - - 45,774 564 0 23 March 2008 22 March 2015
- 32,475 - - 32,475 8314 24 March 2009 23 March 2016
Gerard Lioyd 162,601 - - - 162,601 4100 21 June 2004 20 June 2011
81,301 - - - 81,301 4100 21 June 2005 20 June 2011
138,116 - - - 138,116 3345 5 Apnl 2005 4 Apnl 2012
80,967 - - - 80,967 3928 13 March 2006 12 March 2013
116,283 - - - 116,283 4790 12 March 2007 11 March 2014
89,084 - - - 89,084 5640 23 March 2008 22 March 2015
- 73,899 - 73,899 8314 24 March 2009 23 March 2016




Exercise dates

Director At 31 Options Options Options At 31 Exercise Earliest Latest
December granted exercised lapsed  December price
2005 dunng the 2006
year

Chns Morris 162,601 - - - 162,601 4100 21 June 2004 20 June 2011
81,301 - - - 81,301 4100 21 June 2005 20 June 2011
102,840 - - - 102,840 3345 5 Apnl 2005 4 Apnl 2012
74,347 - - - 74,347 3828 13 March 2006 12 March 2013
85,281 - - - 85,281 4790 12 March 2007 11 March 2014
75,404 - - - 75,404 564 0 23 March 2008 22 March 2015
- 66,057 - - 66,057 8314 24 March 2009 23 March 2016

5,456,666 350,744 - - 5,807,410

or ophions granted in 2008, the target is for growth in SVG Captal plc's net asset value per ordinary share to exceed the growth In the Retall Pnces
hdex plus 4% per annum over the three years from the date of grant If the performance target 1s not satished on the third anniversary of the date of
rant it will lapse (1 e there will be no retesting of this performance conditron) This change was introduced from 2005 to reflect best prachice For all
ptions granted up to the end of March 2004, performance targets have been met

he rmid-market price of shares at 31 December 2006 was 834 5p and the range dunng the year was 6§95 Op to 839 Op

Il of the above options were granted for ml consideration

e performance of the net asset value of the SVG Caprtal plc has been chosen as the target in order to align the interests of executive Directors and
her executives of the SVG Capital Group with shareholders’ interest

ernal advisers to SVG Capital pic will confirm the performance critena calculations, which will be measured on a consistent basis

Director has any matenal interest in any other contract that 15 significant to the Company’s business

irectors’ and officers’ hability Insurance

uring the year SVG Capital plc maintamned cover for the Company's Directers and Officers, under a directors’ and officers’ hability insurance policy as
rmitted by Section 308A(5) of the Companies Act 1885 (as amended)

nancial Instruments and risk profile

e Company’s financial instruments are discussed 1h note ¥ The main financial nsk faced by the Company and the management of this nisk 1s set out
note 12

ditors

st & Young LLP have expressed thewr willingness to remain in office  The remuneration and reappointment of Ernst & Young LLP will be approved
the Audit Committee of SVG Capital ple

ovision of information to auditors

far as the Directors are aware there 1s no relevant audit information of which the auditors are unaware and the Directors have taken all steps they
hould have taken as Directors in order to make themselves aware of any relevant audit information and to establish that the auditors are aware of that
formabon

y order of the Board

L
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pril 2007
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BVG Investment Managers Limited
Statement of Directors’ responsibilities

he Directors are responsible for prepanng the Annual Report and the financial statements m accordance with applicable United Kingdorn law and those
ptemational Financial Reporting Standards as adopted by the European Union

\he Directors are required to prepare financial statements for each financial year which present fairty the financial posttion of the Company and the
hancial performance and the cash flows of the Company for that period  In prepanng those financial statements, the Directors are required fo

select suitable accounting policies and then apply them consistently,

present inforrmation, including accounting policies, in @ manner that provides relevant, reltable, comparable and understandable information, and
provide additional disclosures when compliance with the specific requirements in International Financial Reporting Standards is insufficient to
enable users to understand the impact of particutar transactions, other events and condittions on the entity’s financral position and financial

performance, and

state that the Company has comphed with Intemational Financtal Reporting Standards, subject to any matenal departures disclosed and explamed
in the financial statements

he Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of the
ompany and enable them to ensure that the financial statemants comply with the Companies Act 1885 and Article 4 of the IAS Regulation They are
Jso responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
Fogulanties

he Directors believe that they have complied with these responsibilihes




Ell ERNST & YOUNG

ndependent auditors’ report
P the members of SVG Investment Managers Limited

Ye have audited the Company’s financia) statements for the year ended 31 December 2006 which comprise the Income Statement, the Balance Sheet,
e Cash Flow Statement, the Statement of Change in Equity and the related notes 1 to 13 These financial statemenis have been prepared under the
Fcounting policies set out therein

his report 1s made solely to the Company's members, as a body, 1 accordance with Section 235 of the Companies Act 1985 Our audit work has been
Edertaken 50 that we might state to the Company's members those matters we are required to state to them in an auditors’ report and for no other
rpose To the fullest extent permitted by law, we do not accept or assume respensthility to anyone cther than the Company and the Company's
embers as a body, for our audit work, for this report, or for the opirions we have formed

espective responsibilities of directors and auditors
he Directors are responsible for preparing the Annual Report and the financial statements in accordance with apphicable United Kingdom law and
ternational Financial Reporting Standards (IFRS) as adopted by the European Union as set out in the Statement of Directors’ Responsibilitres

lur responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements and International Standards on
uditing (UK and Ireland)

Yo report to you our opinion as to whether the financial statements give a true and farr view and have been properly prepared in accordance with the
ompanies Act 1985 and Article 4 of the IAS Regulation We also report to you whether in our opinion the information given in the directors’ report 1s
pnsistent with the financial statements

addition we report to you i, in our opinien, the company has not kept proper accounting records, if we have not recerved all the informatton and
kplanations we require for our audit, or if information specified by law regarding directors’ remuneration and eother transactions 1s not disclosed

'@ read the Directors’ Report and consider the implications for our report if we become aware of any apparent misstatements within it

sis of audit opinion
'e conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board An audit
cludes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements It also includes an assessment
the significant esttmates and jJudgments made by the directors in the preparation of the financial statements, and of whether the accounting policies
te appropnate to the Company's circumstances, consistently applied and adequately disclosed

Ve planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with
pfficient evidence to give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or other
fegulanty or error  In forming our opinion we also evaluated the overall adequacy of the presentation of information i the financial statements

pinion
1 our opinten

the financiat statements give a true and fair view, in accordance with IFRS as adopted by the European Union of the state of the Company's affars
as at 31 December 2006 and of the Company's profit for the year then ended, and

the financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the 1AS Regulation, and

the infermation given in the Director’'s Report 1s consistent with the fimancial statements

Ervadt Yoy LA

mst & Young LLP
egistered auditor
ondon, United Kingdom
0 Apnl 2007




5VG Investment Managers Limited
ncome statement

Far the year ended 31 Far the year ended
| December 2006 31 Decamber 2005
Notes £ £
Dperating income
‘@8 Income 2 1,120,561 726,318
bther operating income 2 20,150 18,497
“otal revenue 1,140,711 744,815
Jperating expenses
\dministrative expenses 3 {1,139,531) (707,491)
“otal expenses {1,139,531) {707 ,491)
Egraﬂ ng profit 1,180 37,324
trofit before tax 1,180 37,324
ax 4 {224} {7,092)
'rofit for the year 956 30,232

f total recogmised gains and losses has been presented

he notes on pages 9 to 11 form an integral part of these accounts

here are no differences between the profit on ordinary activittes after tax and the profit retained by the Cempany for the financial year stated above

he columns of the above statement represent the mcome statement of the Gompany, respectively, prepared in accordance with Intematonal Financial
ieporting Standards  All items in the above statement denve from continuing operations

he Company has no recognised gains and losses other than those included in the profit and loss account above, and therefore no separate statement
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VG Investment Managers Limited
tatement of changes In equity

Profit and
Share loss
capital raserve Total
£ £ £
or the year ended 31 December 2008
sue of share capital - : .
rofit for the year - 956 956
hanges in equity for the year ended
1 December 2006 - 956 956
alance at 31 December 2005 250,000 124,619 374,619
alance at 31 December 2005 250,000 125,575 375,575
or the year ended 31 December 2005
sue of share capital 150,000 - 150,000
rofit for the year - 30,232 30,232
hanges in equity for the year ended
December 2005 150,000 30,232 160,232
tance at 31 December 2004 100,000 94 387 194,387
letance at 31 December 2005 250,000 124,619 374,619

he notes on pages 9 to 11 form an integral part of these accounts




5VG Investment Managers Limited
3alance sheet

Notes As at As at
31 December 2006 31 December 2005
£ £
lon-current assets
hwestments 5 100 100
100 100
furrent assets
Dther recetvables 6 409,890 219,680
Pash and cash equivalents 6 532,783 361,998
942 673 581,678
otal assets 942,773 581,778
urrent habilities
er payables 7 (566,974) (200,067)
ax payables 7 (224) (7,092)
(567,198) {207,159)
otal assets less current Liabilities 375,575 374,619
et assets 375,575 374,618
quity
alled up share capital 8 250,000 250,000
[rofit and loss reserve 9 125,575 124,619
jotal equity 375,575 374,619

he notes on pages 9 to 11 form an integral part of these accounts

f the Board by

hris Morns
Irector

he Company’s financial stalements were authonised for issue by the Board of Directors on 30 Apnl 2007 and the balance sheet was signed on behalf




ash flow statement

SVG Investment Managers Limited

Notes Forthe For the
year ended year ended
31 December 2006 31 December 2005
£ £
Ether operating Income 19,096 18,497
ee Income 808,921 897,293
Admirustrative expenses (750,140) (939,376)
[ax paid (7,092) -
Net cash from/{used in) operating activities 10 170,785 (23,586)
hvesting activities
Beneral Partner calls paid {(100) -
peneral Partner return of capital 100 -
et cash from investing activities - -
Financing
sue of ordinary share capital - 150,000
el cash from financing activitles - 150,000
et increase in cash and cash equivalents 170,785 126,414
pash and cash equrvalents at beginning of penod 361,998 235,584
rash and cash equivalents at end of period 532,783 361,998

he notes on pages 9 to 11 form an integra! part of these accounts




SVG Investment Managers Limited
Notes to the accounts

| Accounting policies

Basis of accounting

the financial statements of the Company have been prepared in accordance with Intemational Financial Reporting Standards, which compnse

tandards and interpretations approved by the Intemational Accounting Standards Board (*IASB"), and nternatonal Accounitng Standards and Standing
merpretations Committee interpretations approved by the Intematonal Accounting Standards Commitiee ("IASC™) that remain in effect, and to the

xtent that they have been adopted by the European Union

nternational Financial Reporting Standards as adopted by the EU differ in certain respects from International Financial Reporting Standards as issued
y the Intermational Accounting Standards Board ("IASB*) References to International Financial Reporting Standards hereafter should be construed as
pferences to Interational Financial Reporting Standards as adopted by the EU

he financial statements have been prepared on the histoncal cost basis, excepl for the revaluation of financial instruments and are prasanted in
terling, the Company's functicnal currency The principal accounting policies adopted are set out below

inancial ingtruments

inancial assets and financial habities are made up of accounts recevable, accounts payable and cash and cash equivalents The Directors consider
he fair values of accounts recevables and accounts payable approximate therr carrying value  The Directars do not believe that the Company i1s
xposed to significant credit nsk, iquidity nsk, currency nsk or interest nsk and have not taken any specific actions to mitigate these financial nsks
hers are no other financial instruments

evenue recognition
evenue Is maasured at the fair value of the consideration received or recevable and represents amounts recevable for goods and services provided In
be normal course of business

terest Income Is accrued on a ime basis, by reference to the pnncipal outstanding and at the effective interest rate applicable, which 1s the rate that
ctly discounts estimated future cash receipts through the expected life of the financial asset to that asset's net camrying amount Interest income 15
assifiod within operating activities in the cash flow statement

reign currencies

e functichal currency of the Company is pounds sterling Transactions In currencies other than pounds sterling are recorded at the rates of exchange
evailing on the dates of the transactions At each balance sheet date, monatary assets and llabilites that are denominated in foreign curmencies are
translated at the rates prevailing on the balance sheet date Gains and fosses ansing on retranslation are included in net profit or loss for the penod

xation
he tax expense represents the sum of the tax currently payable and deferred tax

he tax currently payable 15 based on taxable profit for the year Taxable profit differs from net profit as reported in the income statement because it
tcludes items of tncome or expense that are taxable or deductible in other years and 1t further excludes tems that are never taxable or deductible
e company’s liability for current tax s calculated using tax rates that have been enacted or substantively enacted by the balance sheet date

tements and the corresponding tax bases used in the computation of taxable profit, and 1s accounted for using the balance sheet habihity method
eferred tax habilites are generaily recogrused for all taxable temporary ditferences and deferred tax assets are recogmised to the extent that it is
fobable that taxable profits will be available against which deductible temporary differences can be uthised Such assets and labilities are not
jcognised If the temporary difference anses from goodwll or from the initial recognition (other than in a business combination) of other assets and
iities In a transaction that affects neither the tax profit nor the accounting profit

Fferred tax 1s the tax expected to be payabte or recoverable on differences between the carrying amounts of assets and liabilities in the financial

eterred tax habilites are recognised for taxable temporary differences ansing on investments :n subsidianes and associates, and interests tn )oint
ntures, except where the group 15 able to contro! the reversal of the temporary difference and 1t is probabis that the temporary diterance will not
verse in the foreseeable future

he carying amount of deferred tax assets I1s reviewed at each balance sheel date and reduced to the exient that it 1s no longer probable that
Lfficient taxable profits will be available to allow all or part of the asset to be recovered

eferred tax 15 calculated at the tax rates that are expected to apply in the penod when the llability 15 settled or the asset is realised Deferred tax 1s
harged or credited in the income statement, except when il refates to tems charged or credited directly to equity, in which case the deferred tax is
Jso dealt with in equity

ash and cash equivalents
ash and cash eguivalents are held for the purpose of meeting short-term cash commitrnents rather than for investment purposes Assets are classified
[ cash equivalents if they are readity convertible to cash and are not subject to significant changes in value
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For the For the
year ended year ended
31 December 31 December
2006 2005
£ £
ncome from investment management services 918,988 615,037
Pnionty profit share income 201,573 111,283
nterest recervable and other income 20,150 18,497
1,140,711 744 815

} Administrative Expenses
For the For the
year ended year ended
31 December 31 December
2006 2005
£ £
rees payable to SVG Adwvisers Limited 1,100,000 700,000
huditors' remuneration 11,500 -
Seneral expenses 28,031 7,491
1,139,531 707,481

13,500 and was settled by SVG Adwisars Limited
} Tax

\nalysis of charge in year

Hajor components of the income tax expense for the years ended 31 December 2006 and 31 December 2005

For the year ended 31 For the year ended 31
December 2006 December 2005
£ £

Current tax charge / (credit)
borporation tax charge — UK corporabion tax 224 7,092
otal tax charge 224 7,092

re explained below

'he Company has no employees (2005 nil) For the year ended 31 December 2005, the audt related costs attnbutable to the Company amounted to

he tax assessed for the penod 1s lower (2005 lower) than the standard rate of corporation tax in the UK for a large company (30%) The differences

For the For the

year ended year ended

31 December 31 December

2006 2005

£ £

rofit befora tax 1,180 37,324

ax calculated at a rate of 30% (2005 30%) 354 11,197
ffect of

Aarginal relief — UK smaller companies rate of tax (130) (4,105}

urrent tax charge / (credit) 224 7,092

Investments

31 December 2006

31 December 2005

£ £
reneral Partner funds commitied and called 100 100
100 100

rartner responsibihities on termination of the SRF

Current assets

Dn 1 Spetember 2006, the Company was appointed General Partner to the Strategic Recovery Fund Hl and paid a capital cornmitment of £100 Dunng
he year the Company's capital commitment of £100 was returned from The Strategic Recovery Fund ("SRF7)} and the Company ceased it's General

Jther receivables

31 December 2005

31 December 2005

£ £

ounts falling due within one year
E::paymenls and other debtors 4,41 25,802
cerued investrnent management fee income 257,161 183,282
\ccrued pnonty profit share income 148,258 10,496
409,890 219,680

-ash and cash equivalents

31 December 2006

31 December 2005

£ £
~ash at bank 532,783 361,998
532,783 361,998

>ash at bank earns interest at floating rates

-10 -




' Current ligbilitles

Jther payables 31 December 2006 31 Dacember 2005

£ £

Amounts owed to group undertakings 450,000 200,000

Mher creditors and accruals 116,974 67

566,974 200,067

"ax Payable For the For the

year anded year ended

31 Dacember 31 December

2006 2005

£ £

3atance brought forward 7,092 -
~orporation tax paid {7,092)

>orporation tax charged to Income statement 224 7,092

Jalance camed forward 224 7,092

} Share caplital

31 Dacember 2006 31 December 2005
| £ £
\uthonsed
500,000 shares of £1 00 each 2,500,000 2,500,000
Mlotted, cailed up and fully paid share capital of £1
Ppening balance 250,000 100,000
sue of ordinary shares - 150,000
tlosing balance 250,000 250,000

rdinary shares

Profit and loss reserve

hare capital included the total net proceeds (both nognunal value and share premium) on 1ssue of the Company’s equity share capital, compnsing £1

31 Dacember 2006

31 December 2005

£ £

alance brought forward 124,619 94,387

rofit for the year 956 30,232

alance carrted forward 125,575 124,619
he profit and loss reserve represents the Company’s cumulative profits available for distnbution

Reconciliation of operating protit to net cash inflow from operating activities

Year Yoar

anded ended

31 December 31 December

2006 2005

£ £

rofit before tax 1,180 37,324

djustments - -

perating cash flows before movements in working capital 1,180 37,324

ncrease) / decrease tn recelvables (190,210) 145,073

hcrease / (decrease) tn payables 366,907 {205,983)

ash generated by operations 177,677 {23,586)

|axes paid {7,092) -

let cash generated from / {used in) operating activities 170,785 {23,856)

1 Related party transactions

t year end was £450,000 (2005 £200,000)

imited

2 Risk profile

he only key management personnel of the Company are the Directors The Directors are remunerated by SVG Advisers Limited

he Company paid fees of £1,100,000 to SVG Advisers Limited dunng the year (2005 £700,000) for administrative services  The balance outstanding

or the year ended 31 December 2005, the audit related costs attnbutable to the Company amounted to £3,500 and was settled by SVG Advisers

he main nsk faced by the company is the potential loss of investment management fee contracts  In certain circumstances, 1vestors may be able to
prmunate these contracts This could anse because of poor investment advice, significant errors, neghgence, fraud or other matters These nsks are
ntigated by implementing a ngorous investment process for approving investment decisions The potental for sigruficant errors 1s also reduced by
sing well established third party administrators to deal with the day-to-day operations of the funds

3 Ultimate parent undertaking

he Company's ultimate parent undertaking and controlling party 1s SVG Capital plc, which is registered in England  Coptes of SVG Capstal plc's
Ionsollc.ialed statements will be avallable on publication from its Company Secretary at Schroder Investment Management Limited 31 Gresham Street,
ondon EC2V 7QA
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