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_Climate Change Capita!l Group Limited

Directors’ report
Registered No 06527842

The diwrectors present their report and financial statements for the year ended 31 December 2012

Results and dividends

The consolidated loss for the year, after taxation, 15 £3 4m (2011 - loss of £3 9m) The directors do not
recommend the payment of any dividends

Principal activities

The group 15 an mvestment manager and advisor specialising in the opportunities generated by the
transition to the low carbon economy

Review of business

The group’s key financial indicators during the year were as follows

2012 2011
Turnover (£000s) 10,757 17,779
Operating loss (£000s) (3,221) (3,518)
Loss after tax and minonty interest (£000s) (3,420) (3,936)
Shareholders’ funds (£000s) 3,491 3,370
Commitments to funds managed by the group (£m) 844 864

The group’s reported tumover decreased to £10 8m 1n 2012 compared to £17 8m for the previous year
Turnover was negatively impacted by the following

¢  Issuance of HFC23 CERs was lower in 2012 compared to the prior year which included
additional deliveries previously held back prior to the UNFCCC’s decision to re-tnitiate
1ssuance of HFC23 CERs during 2011 As a result, the company earned income related to
HFC23 projects of £950k 1n the year (2011 £2,855k),

¢ A reduced level of Advisory success fees of £425k were eamned duning the year (2011 £964k)
and retamer fees £165k (2011 £275k),

¢  Management fees from the Chimate Change Capital Private Equaty Fund of £3,665k (2011
£4.550) reduced following the end of the onginal investment penod n July,

¢  Lower management fees recogmsed for Carbon Funds of £2,998k (2011 £6,270k) Following
the end of the funds’ investment period on 31 December 2009, the management fee earned by
the company 1s no longer based on mvestors’ capital commutments to the fund, but on actual
commutted capital of the fund, a figure which naturally reduces over time and additionally has
been sigmficantly reduced following a % reduction in CER pnices duning 2012,

s  Lower management fees from the Climate Change Property Fund of £774k (2011 £949Kk)
represented the first full year of reduced investment capital on which management fees are
charged, following the sale of the 77-80 Gracechurch Street, London property, in July 2011

Partly offset by

¢ Higher Carbon Fund performance fees £1,592k (2011 £836k) following increased level of
associated project CER 1ssuances during 2012
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Review of business (continued)

The long term fundamentals associated with the world economy’s transition to a low carbon economy
remain very positive, and with 1ts clear sector focus the group remains strategically well positioned
However, short term business conditions have remained difficult, particularly with respect to fundraising
for new fund products

Shareholders’ funds increased marginally during the year This was primarily the result of the 1ssue of
3,495,789 “B” ordnary shares on 19 March 2012 in exchange for settlement of £3,430,000 in Convertible
Unsecured Loan Notes and accrued iterest This increase was mainly offset by the current year losses
mcurred

Total commitments to funds managed by the group reduced shghtly to £844m (2011 £864m) due to
exchange rate movements only

The group remains well capitalised The group’s capital resources of £4 1m are well 1n excess of the
miumum capital resources required by the FCA

Going concern

The ultimate parent entity has reaffirmed 1ts intention to provide the company with continued financaal
support as required The directors have a reasonable expectation that the company has adequate resources
to continue 1ts operational existence for the foreseeable future The directors believe that 1t 1s, therefore,
approprate to continue to adopt the going concern basis 1n prepanng the annual reports and accounts

Environmental policies

In respect of environmental policies, the group focuses on two key missions

I bemg ‘carbon neutral’, and
2  operaung sustainable work practises with regards waste, water and energy consumption

To achieve these missions, a sustainability team has been established, to co-ordinate and focus the group’s
efforts Several imtiatives were launched n 2009 with the most important bemng the establishment of a
baseline for ermussions from which to track improvements

Carbon peutral — a defimtion a transparent process of measuring emussions, reducing those emissions
and offseting residual emisstons such that the net calculated enussions are equal to zero

Measuring emissions the sustainability team has focused on the group’s London operations and
specifically on the London offices consumption of electricity and the emissions from business related rail
and air travel For the year to December 2012 the total emissions 1n these two areas was estimated at 611
tonnes of CO2e (2011 - 658)

Reducing emissions. reducing emissions 1s a vital part of becoming a carbon neutral company The focus
1 2012 has been on understanding the level of data at its disposal and rdentifying areas where the data
needs to be improved The data 1s critical to providing comparatives used in quantifymng the levels of
reduction achieved

Offsetting enussions: For the year ending December 2012, the group estimated the monetary value of
emuss10ns using a price per tonne of carbon of £8 00 (2011 - £12 50), and 1 2013 will be making a
donation of £5,500 (2011 - £8,225) to a sumlar chanty to last year to fund practical, local energy solutions
that cut carben, protect the environment, reduce poverty and improve people’s lives
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Principal risks and uncertainties

The principal risks and uncertainties facing the group are

Operational risk

The nisk of loss resulting from inadequate or failed internal processes, people and systems, or
from external events Including breach of comphance with legal contracts, financial regulation
and terms of mnvestment

These risks are managed through the operational procedures of each business area, compliance
with which 1s reviewed internally, and by taking professional advice on establishing new
businesses and new funds

The group has business continuity plans 1n place for all of 1its businesses, and has invested in
back-up [T infrastructure at a third party disaster recovery site

The internal Comphance functions reviews regularly the nisk of legal and regulatory failure,
meluding breach of legal contracts, financial regulation and terms of investment

Business risk

Defined as nisk to the group arising from changes i its business, imcluding the nsk that the group
may not be able to carry out 1ts business plan and 1ts desired strategy A pnincipal risk 1s the
availability of opportunities for the mnvestment of funds under management and the associated
market volatillity of these assets

Each fund for which the group 1s investment manager has a formal Investment Commuttee
{(“IC™), chaired by persons independent of the investment team The IC 15 the approval body for
investments and exits by the funds

Concentration risk

Defined as the nsk related to concentration of business activihies or counterparty exposures to
single or related activities or entities

This nisk 1s monitored on an engomg basis by the directors
Exposure to credit, market, interest rate and liquidity risk

The group does not lend so credit risk 1s hmited to the nisk that losses may anse as a result of the
group’s counterparties failing to meet their obhigations to pay  Chients of the advisory business
are invoiced monthly, and investment management fees are calied quarterly in advance from
mvestors with no record of bad debt Details of the group’s debtors are shown n note 12 to the
financial statements

Market risk 1s defined as the impact on the group due to changes in market prices of financial
mnstruments The group does not trade on 1ts own account and therefore does not have market
risk of any sigmficance The mam nisk to the group 1n this category relates to currency exposure
on management fees which are received 1n foreign currencies  The group has policies in place to
lock-m the GBP value of expected future fees using currency forward contracts covering beyond
the current accounting period

Liquidity risk 1s the risk that the group will be unable to meet its financial obligations as they fall
due as assets held cannot be realised The group has no borrowings and holds 1ts surplus cash
balances 1n deposit accounts of short maturity The group’s hquidity risk 15 closely momitored, to
ensure sufficient cash 1s held 1n short notice accounts to meet planned cash outlays
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Future developments

The directors continue to explore growth options for the group The group continues to develop these new
fund 1deas as well as planning follow-on funds as existing funds approach the end of their mmvestment
pertod

Charitable contributions

During the year, the group made contributions totalling £480 (2011 £1,385) In addition, further
contributions of £5,500 to UK based climate conscientious chanties were provided for to be paid i 2013
and £8,225 was paid to sumlar chanties 1n relation to the 2011 provision for offsetting emissions

Directors/officers of the company

The current directors are shown on page 1

A Evans was appointed on 19 March 2012
A Kerschen was appointed on 4 July 2012
J Boven resigned on 19 March 2012

V Cox resigned on 19 March 2012

G Geger resigned on 19 March 2012

1 Temperton resigned on 19 March 2012

P Wheeler resigned on 19 March 2012

M Macleod resigned on 15 May 2012

R McCloskey was apponted as Secretary on 15 August 2012, on which day S Robert-Tissot resigned

Purchase of own shares

The group has set up an Employee Benefit Trust (EBT) which in previous years has purchased shares in
the company, although there were no purchases made during the current year as set out in note 16

Regulation

The new Basel Il Accord replaces the 1988 Basel Capital Accord The supervisory objective of the Basel
II Accord 1s to promote safety and soundness in the financial system and require credit mstitutions and
mvestment firms to maintamn appropnate levels of capital to cover the nsks inherent 1n their busmess
model The European Capital Requirements Directive establishes a revised regulatory capital framework
across Europe based on the Basel I rules In the UK the European Capital Requirements Directive has
been implemented by the FCA 1 1ts regulations through the General Prudential Sourcebook and the
Prudential Sourcebook for Banks, Building Societies and Investment Firms

The FCA framework 1s structured around three pillars Pillar 1 specifies mimmum capital requirements
Pillar 2 describes the supervisory review process and outlines the internal capital adequacy assessment
process (' ICAAP’) required by firms applymg Pillar 1 methodologies Pillar 3 requires disclosure of risk
management and capital information to the market these can be found on the Climate Change Capatal
website
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Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the auditor 1n connection with preparing its report,

of which the auditor 1s unaware Having made enquiries of fellow directors and the group’s auditor, each
director has taken all the steps that he/she 1s obliged to take as a director in order to make himself’herself
aware of any relevant audit information and to estabhish that the auditor 1s aware of that information

Re- appointment of auditors

During the year Deloitte LLP were appointed as auditors by the directors In accordance with s 4835 of the
Companes Act 2006, a resolution 1s to be proposed at the Annual General Meeting for the appomtment of
Deloutte LLP as auditor of the company

By the order of the Board
o eles

R McCloskey

Secretary

30 October 2013
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Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with Umited Kingdom
Generally Accepted Accounting Practice (Umted Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied that
they pive a true and fair view of the state of affairs of the group and the company and of the profit or loss
of the group for that period In preparing those financial statements, the directors are requred to

e select suitable accounting policies and then apply them consistently,
e  make judgements and estimates that are reasonable and prudent,

e gstate whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements, and

S

e’" prepare the financial statements on the going concern basis unless 1t 15 nappropnate to presume that
the company will continue 1n business -

The directors are responsible for keeping adequate accounting records that are sufficient to show and expfam
the group’s and company’s transactions and disclose with reasonable accuracy at any time the financial
position of the group and the company and to enable them to ensure that the financial statements comply
with the Compames Act 2006 They are also responsible for safeguarding the assets of the group and
company and hence for taking reasonable steps for the prevention and detection of fraud and other
uregularities

The directors are responsible for the mamntenance and integrity of the corporate and financial information
included on the company’s website Legtslation i the United Kingdom governing the preparation and
dissemunation of financial statements may differ from legislation in other junsdictions




Independent auditor’s report

to the members of Climate Change Capital Group Limited

We have audited the group and parent company financial statements of Climate Change Capital Group
Limited for the year ended 31 December 2012 which comprnise the Group Profit and Loss Account, the
Group Statement of Total Recognised Gains and Losses, the Group Reconcihiation of Shareholders’
Funds, the Group and Company Balance Sheets, the Group Statement of Cash Flows and the related notes
1to 21 The financial reporting framework that has been applied 1n their preparation 1s applicable law and
United Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice)

Thus report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16
of the Companies Act 2006 Qur audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them wn 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 thus report, or for the opimions we
have formed

Respective responsibilities of directors and auditor

As explamed more fully in the Directors’ Responsibilities Statement set out on page 7, the directors are
responsible for the preparation of the financial statements and for being satsfied that they give a true and
farr view Our responsibility 1s to audit and express an opiruon on the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This mcludes an assessment of whether the accounting policies are
appropriate to the company’s circumstances and have been consistently apphied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information 1n the
Report and Financial Statements to identify material inconsistencies with the audited financial statements
If we become aware of any apparent material misstatements or inconsistencies we consider the
implications for our report

Opinion on financial statements
In our opinion the financial statements

e  give a true and fair view of the state of the group’s and the parent company’s affairs as at 31
December 2012 and of the group’s loss for the year then ended,

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

e  have been prepared n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the mnformation given 1n the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent wath the financial statements




Independent auditors’ report

to the members of Ciimate Change Capital Group Limited (continued)

Matters on which we are required to report by exception

‘We have nothing to report m respect of the following matters where the Comparues Act 2006 requires us

to report to you if, 1n our opinion

s+  adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

» the financial statements are not 1n agreement with the accounting records and returns, or

s 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

Syed Bokhar1 FCA (Semior Statutory Auditor)
for and on behalf of Deloitte LLP, Chartered Accountants and Statutory Auditor
Londen

31 October 2013




Group profit and loss account
for the year ended 31 December 2012

2012 2011

Notes £ £

Turnover 2 10,757,152 17,778,545
Admimstrative expenses (13,872,942) (21,296,779)

Impairment of goodwall Y (105,280) -
Operating loss 3 (3,221,070) (3,518,234)

Loss on disposal of fixed asset investments (144,700) -

Interest receivable - banks 28,756 89,346
Interest payable and sumilar charges 6 (65,789) (312,024}
Loss on ordinary activities before taxation (3,402,803) (3,740,912}
Taxation 7 (92,030) (184,667)
Loss on ordinary activities after taxation (3,494,833) (3,925,579)
Minority interests 75,289 (10,103)

Loss for the financial year attributable fo members of

the parent company 16 (3,419,544) (3,935,682)

Group statement of total recognised gains and losses

for the year ended 31 December 2012

2012 2011

£ £
Loss for the financial year (3,419,544) (3,935,682)
Exchange difference on retranslation of net assets of subsidiary undertaking (20,219) {21,631)
Unreahised gain/(loss) on revaluation of investments 64,894 (50,160)
Total recogmised losses relating to the year (3,374,869) 4,007473)

10




Group reconciliation of shareholders’ funds

for the year ended 31 December 2012

Total recognised gains and losses

Other movements
New shares 1ssued

Reserve credit for share-based payment plans (note 17)

Total movement dunng the year

Shareholders’ funds at beginning of year

Shareholders’ funds at end of year

2012 2011
£ £
(3,374,869)  (4,007,473)
3,495,789 -
- 178,653
120,920 (3,828,820)
3,370,049 7,198,869
3,490,969 3,370,049

11
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Group balance sheet
at 31 December 2012

Fixed assots
Intangible fixed assets
Tangible fixed assets
Investments

Curmrent assets
Debtors
Cash at bank and 1n hand

Creditors amounts falling due within one year

Net current assets

Creditors: amounts falling due after more than one year
Total assets less Habilities

Minority interests

Net assets

Capital and reserves

Called up share captal

Share premium account

Revaluation reserve

Special reserve (share based payment reserve)
Profit and loss account

Shareholders’ funds

30 Ocfober 2013

Notes

10
11

12

13

13

15
16
16
16
16

2012 2011
£ £
- 105,280
111,282 240,963
935,877 852,980
1,047,159 1,199,223
5,803,154 2,785,309
1,967,542 11,587,472
7,770,696 14,372,781
(4,784,158)  (8,254,475)
2,986,538 6,118,306
- (3,430,000)
4,033,697 3,887,529
(542,728) (517,480)
3,490,969 3,370,049
1,295,794 1,022,399
103,715,531 100,492,637
(61,927) (106,602)
1,536,744 1,537,244
(102,995,173)  (99,575,629)
3,490,969 3,370,049

12
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Company balance sheet
at 31 December 2012

Fixed assets
Investments

Current assets

Debtors
amounts falling due after one year
amounts falling due within one year

Cash at bank and 1 hand

Creditors: amounts falling due within one year

Net current assets

Creditors: amounts falling due after more than one year
Net assots

Capital and reserves

Called up share capital

Share premium account

Special reserve (share based payment reserve)
Profit and loss account

Shareholders’ funds !

30 October 2013

Notes

11

12

13

13

15
16
16
16

2012 2011
£ £

9,059,000 9,099,000
4,000,000 4,000,000

- 772,303

4,000,000 4,772,303
182,255 18,123
4,182,255 4,790,426
(989,736) (541,227)
3,192,519 4,249,199
- (3,430,000)
12,291,519 9,918,199
1,295,794 1,022,399
103,715,531 100,492,637
344,126 344,626
(93,063,932)  (91,941,463)
12,291,519 9,918,199

13
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Group statement of cash flows
for the year ended 31 December 2012

Net cash outflow from operating activitres

Returns on investments and servicing of finance
Interest recerved
Interest paid

Taxation
Corporation tax paid
Overseas tax paid

Capital expenditure and financial investment
Payments to acquire tangible fixed assets

Payments to acquire tnvestments 1n non-group companies
Repayment of loan notes

Issue of ordinary shares

Partnership loans

Decrease in cash

Y

Notes

3(b)

Reconciliation of net cash flow to movement in net funds

Decrease 1n cash
Cash inflow from increase 1n loans

Movement n net funds
Net funds at 1 January

Net funds at 31 Decemnber

2012 2011
£ £
(9,068.539) (754,101)
28,756 89,346
(374,489) (30,328)
(345,733) 59,018
(25,129) .
(138,504) (230,070)
(163,633) (230,070)
(45,648) (72,802)
(162,703) (365,371)
(3,430,000) -
3,495,789 .
100,537 173,211
(42,025) (264,962)
(9,619,930)  (1,190,115)
(9,619.930)  (1,190,115)
3,430,000 -
(6,189,930)  (1,190,115)
8,157,472 9,347,587
1,967,542 8,157,472




Climate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Accounting policies
Basis of preparation

The financial statements of Climate Change Capital Group Limited were approved for 1ssue by the Board
of Directors on 30 September 2013

The financial statements are prepared under the historical cost convention, medified in to the valuation of
certamn fixed assets mvestments, and 1n accordance with applicable Umited Kingdom Accounting
Standards

Basis of consolidation

The group financial statements consolidate the financial statements of Climate Change Capital Group
Limited and all 1ts subsidiary undertakings drawn up to 31 December each year No profit and loss
account 15 presented for Climate Change Capital Group Limited as permutted by section 408 of the
Companies Act 2006

All subsidiary undertakings are consolidated in the group financial statements This includes entities
which act as general partner to a limited partnership, however the limited partnerships themselves are not
consohdated in the case where the general parmer only controls the limited partnership in a fiduciary duty
for the benefit of the limited partners

In the parent company financial statements investments in subsidiaries are accounted for at the lower of
cost and the net recoverable amount

Going concern

Following confirmation of continued support frotn the ultimate parent entity, the directors believe that it 15
appropriate to prepare the financial statements on a going concern basis

Goodwill

Positive goodwill anising on acquisitions 18 capitalised, classified as an intangible asset on the balance
sheet and amortised on a straight line basis over 1ts economic life up to a presumed maximum of 20 years
It 1s reviewed for impairment at the end of the first full year following the acquisition, and 1n other years if
events or changes in crrcumstances wndicate that the carrying value may not be recoverable

Goodwill arising on acquisition of overseas subsidiaries is mitiaily recognised based on the foreign
exchange rate at the date of acquisition In line with other assets and liabilities of overseas subsidiaries 1t
15 then retranslated at the rate of exchange ruling at the balance sheet date

Fixed asset investments

Investments are recognised and derecognised on a trade date where a purchase or sale of an investment 15
under a contract whose terms require delivery of the investment within the imeframe established by the
market concerned, and are imitrally measured at fair value

Financial assets designated as fair value through profit or loss are measured at subsequent reporting dates
at fair value, which for investment funds 15 at their net asset value based on the fair value of the
underlying investments

In respect of unquoted instruments, or where the market for a financial instrument 15 not active, fair value
1s established by using recogmised valuation methodologies, in accordance with International Private
Equity and Venture Caprtal (“1PEV”) Valuation Guidelines Farr value 1s the price at which an orderly
transaction would take place between market participants at the balance sheet date

Gains and losses arising from investments, designated as investments held at fair value through profit or
loss, are included 1n the income statement n the period in which they arise, while foreign exchange gains
and losses on such investments are included within the changes in 1its far value

15
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Notes to the financial statements
at 31 December 2012

Accounting policies (continued)
Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses
Such cost includes costs directly attributable to making the asset capable of operating as intended

Depreciation 1s provided on all tangible fixed assets, at rates calculated to write off the cost, less estimated
residual value, of each asset evenly over its expected useful life, as follows

Leasehold improvements - over the lease term
Plant and machinery, fixtures and fittings - 3 years
Computer equipment - 3 years

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable

Revenue recogmnition

Revenue 15 recognised to the extent that the group obtains the right to consideration in exchange for its
performance Revenue 1s measured at the fair value of the consideration recetved, excluding discounts,
rebates, VAT and other sales taxes or duty The following criteria must be met before revenue 1s
recognised

Advisory and consulting revenue
Revenue from advisory and consulting services 1s recognised as services are rendered
Management fees

Revenue from the management of funds 1s recognised on a time basis and in accoerdance with the terms of
the investment management agreement

Interest income
Revenue 1s recognised as interest accrues using the effective interest method
Contingent fees

Where the night to recerve consideration does not arise until the occurrence of a critical event, which 1s
outside of the control of the company, revenue 1s not recognised until that event occurs

Deferred tax

Deferred tax 1s recognised 1n respect of all iming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obhigation
to pay more, or a right to pay less tax, with the following exceptions

e  provision 1s made for deferred tax that would arise on remittance of the retained earnings of
subsidianes only to the extent that, at the balance sheet date, dividends have been accrued as
recervable, and

e  deferred tax assets are recogmsed only to the extent that the directors consider that 1t 1s more hkely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply n the years
n which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Pensions and other post-retirement benefits

Contributions to defined contribution schemes are recognised in the profit and loss account n the period
mn which they become payable

16




Chimate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Accounting policies (continued)
Foreign currencies
Transactions n foreign currencies are recorded at the rate ruling at the date of the transaction

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date All differences are taken to the profit and loss account

The financial statements of overseas subsidiary undertakings are translated at the rate of exchange ruling
at the balance sheet date except the profit and loss account which 1s translated using the average rate of
exchange for the year The exchange difference arising on the retranslation of opening net assets 1s taken
directly to reserves  All other translation differences are taken to the profit and loss account

Employee benefits trust

The group has estabiished an employee benefit trust, the principal employer of which 1s Climate Change
Holdings Limited All assets or habilities under the control of the trusts at the year end are included in the
group balance sheet

Forward foreign currency contracts
The criteria for forward foreign currency contracts are

. the mstrument must be related to a firm foreign currency commitment,
. it must involve the same currency as the hedged item, and
. it must reduce the risk of foreign currency exchange movement on the group’s operations

All contracts are used to hedge the foreign currency risk on commutted future transactions, and are not
recognised until the transaction occurs

Forward foreign currency contracts are not valued to fair value or shown 1in the company balance at the
year end

Share-based payments

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at the
date at which they are granted and 1s recognised as an expense over the vesting period, which ends on the
date on which the relevant employees become fully entitled to the award Fair value 15 determined using
an approprniate pricing mode!  In valuing equity-settied transactions, no account 1s taken of any vesting
conditions, other than conditions linked to the price of the shares of the company (market conditions) No
expense 1s recognised for awards that do not ultimately vest, except for awards where vesting 1s
conditional upon a market condition, which are treated as vesting irrespective of whether or not the market
condition 1s satisfied, provided that all other performance conditions are satisfied

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the extent to
which the vesting period has expired and management’s best estimate of the achievement or otherwise of
non-market conditions and the number of equity instruments that will ultimately vest or in the case of an
instrument subject to a market condition, be treated as vesting as described above The movement in
cumulative expense since the previous balance sheet date 1s recognised in the mcome statement, with a
corresponding entry n equity

Where the terms of an equity-settled award are modified or a new award 15 designated as replacing a
cancelled or settled award, the cost based on the original award terms continues to be recogmised over the
original vesting perniod In addition, an expense 1s recogmised over the remainder of the new vesting period
for the incremental fawr value of any modification, based on the difference between the fair value of the
original award and the fair value of the modified award, both as measured on the date of the modification
No reduction 1s recognised if this difference 1s negative

Where an equity-settled award 1s cancelled, 1t 1s treated as 1f it had vested on the date of cancellation, and
any cost not yet recognised 1n the income statement for the award 1s expensed immediately Any
compensation paid up to the fair value of the award at the cancellation or settlement date ts deducted from
equity, with any excess over fair value being treated as an expense 1n the income statement
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Climate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Accounting policies (continued)
Leases

Rentals paid under operating leases are charged 1n the profit and loss account on a straight line basis over
the lease term Lease incentives are recogmsed over the shorter of the lease term and the date of the next
rent review

Interest bearing loans and borrowings

All mnterest-beaning loans and borrowings are mitially recogmsed as net proceeds After imtial recogrition
debt 1s increased by the finance cost in respect of the reporting year and reduced by payments made n the
year

Finance costs of debt are allocated over the term of the debt at a constant rate on the carrying amount
Derivatives — Emission Reduction Purchase Agreements (ERPAs)

ERPA agreements are deemed to have no nisk of financial loss as all upfront payments are charged to
profit and toss and the price paid for CERs delivered under the agreements 1s a percentage of the market
index upon 1ssuance (see note 19 for details of these agreements) As such the company has elected not to
fair value the mstruments and to hold them off balance sheet

Classification of shares as debt or equity

An equity instrument 15 a contract that evidences a residual interest 1n the assets of an entity afier
deducting all its iabilities  Accordingly, a financial instrument 1s treated as equaty 1f

() there 1s no contractual obligation to deliver cash or other financial assets or to exchange
financial assets or hiabilities on terms that may be unfavourable, and

(1) the instrument 1s a non-derivative that contains no contractual obligations to deliver a variable
number of shares or 15 a derivative that will be settled only by the Group exchanging a fixed
amount of cash or other assets for a fixed number of the group’s own equity instruments

When shares are 1ssued, any component that creates a financial hiability of the company or group 1s
presented as a hability 1n the balance sheet, measured mutially at fair value net of transaction costs and
thereafter at amortised cost until extinguished on conversion or redemption The corresponding dividends
relating to the liability component are charged as interest expense in the income statement The 1utial fair
value of the hability component 1s determined using a market rate for an equivalent liability wathout a
conversion feature

The remainder of the proceeds on 1ssue 15 allocated to the equity component and included in shareholders’
equity, net of transaction costs  The carrying amount of the equity component 1s not re-measured 1n
subsequent years

Transaction costs are apportioned between the liability and equity components of the shares based on the
allocation of proceeds to the liability and equity components when the instruments are first recogmsed

Treasury shares

Treasury shares held by the Employee Benefit Trust are classified in capital and reserves, as “reserve for
own shares” and recognised at average cost, or eshmated fair value 1f this 1s lower Consideration
recerved for the sale of such shares 1s also recognised 1 equity, with any difference between the proceeds
from sale and the original cost taken to the profit and loss reserve No gain or loss 1s recognuised on the
purchase, sale, 1ssue or cancellation of treasury shares
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Climate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Turnover

Turnover represents the amounts denved from the provision of goods and services which fall withun the
group’s ordinary continuing activities, stated net of value added tax

An analysis of turnover by activity 1s given below

2012 2011

£ £

Investment management 9,187,260 13,602,354
Advisory/consulting 1,569,892 4,176,191

10,757,152 17,778,545

An analysis of turnover by geographical market 15 given below

2012 2011

£ £

United Kingdom 7,814,995 11,511,327
Rest of Europe 2,857,181 6,163,270
Other 84,976 103,948

10,757,152 17,778,545

Group operating loss
(a)  This 1s stated after charging

2012 2011

£ £

Auditor’s remuneration (note 4) 265,000 147,200
Depreciation of owned fixed assets (note 10) 173,406 377,464
Operating lease rentals - land and buildings 895,048 883,159
Non-cash compensation charge, FRS 20 (note 17) - 178,653
Amortisation of goodwill - 6,193
Impairment of goodwill (note 9) 105,280 -
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Notes to the financial statements
at 31 December 2012

Group operating loss (continued)

(b)  Reconciliation of operating loss to net cash outflow from operating activities

2012 2011
£ £
Operating loss (3,365,770) (3,518,234)
Depreciation of tangible fixed assets 173,406 377,464
Impairment of goodwnlil 105,280 -
Amortisation of goodwll - 6,193
{Increase)/decrease 1n debtors (3,017,845) 386,138
{Decrease)/Increase 1n creditors (3,088,097) 1,819,791
Share based payments - 178,653
FX revaluation (20,213) (4,106)
Realised loss on disposal of investments 144,700 -
{9,068,539) (754,101)
Auditors’ remuneration
The remuneration of the auditors 15 further analysed as follows
2012 2011
£ £
Audit of the financial statements * 170,000 89,000
Other fees to anditors - other services 95,000 58,200
265,000 147.200

* The audit fees of the company are borne by one of 1ts subsidianes
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Notes to the financial statements
at 31 December 2012

5. Staff costs

(a)  Staff costs

2012 2011

£ £

Wages and salanes 7,537,595 11,484,921
Social secunty costs 924,451 1,319,916
Share-based payment expense - 178,653

8,462,047 12,983,490

Duning 2012, the costs associated with redundancy were £423,761 (2011 - £662,635)

The average monthly number of employees dunng the year was made up as follows

2012 2011
No No
Investment management and advisory 43 55
Management 3 3
Adminstration 17 22
63 80
(b}  Darectors’ emoluments

2012 2011
£ £
Aggregate emoluments 1n respect of qualifying services 337,179 1,216,270
Aggregate value of non cash benefits received - 178,653
No No
Number of directors who received shares in respect of qualifying services - 2
£ £

In respect of the hughest paid director
Aggregate emoluments 283,141 583,806

During 2012 no amount was payable to any director as compensation for loss of office (2011 - £390,936)
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Climate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Interest payable and similar charges

2012 2011
£ £
Bank loans and overdrafis - 3,324
Loan notes 65,789 308,700
65,789 312,024
Taxation

(a) Tax on loss on ordinary activities
2012 2011
Current tax £ £
UK corporation tax at 24 5% (2011 26 5%) - -
Tax underprovided 1n previous years 129 25,000
Foreign tax 91,901 159,667
Total current tax charge (see note 7(b)) 92,030 184,667

(b Factors affecting the current tax charge

The tax assessed on the loss on ordinary activities for the year differs from the standard rate of corporation

tax in the UK of 24 5% The differences are explained below

2012 2011
£ £
Loss on ordinary activities before tax (3,402,803) (3,740,912)
Loss on ordmary activities multiplied by standard rate
of corporation tax in the UK of 24 5% (2011 26 5%) (833,687) (991,342)
Effects of
Expenses not deductible for tax purposes (incleding goodwill impairment) 248,211 377,211
Capnal allowances 1 arrears of depreciation 39,002 66,606
Other tming differences (40,425) 21,953
Tax losses utilised - -
Tax losses carried forward 650,477 574,534
Impact of hugher tax rates on overseas earnings 28,323 110,705
Tax underprovided 1n previous years 129 25,000
Current tax for the year (see note 7(a)) 92,030 184,667
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Clhimate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Taxation (continued)
(c) Deferred taxation

Group
Deferred tax 15 analysed as follows
2012 2011
£ £
Depreciation mn advance of capital allowances 516,908 522,059
Tax losses carnied forward 3,573,876 3,312,307
Other iming differences 1,496,083 1,667,337
Unrecogmsed deferred tax asset 5,586,867 5,501,703
Company
Deferred tax 1s analysed as follows
2012 2011
£ £
Tax losses carried forward 1,000,372 986,178
Other iming differences 70,822 72,268
Unrecogmsed deferred tax asset 1,071,194 1,058,446

The main rate of corporation tax reduced to 24% from 1 April 2012 and will reduce by a further 1% to
23% from 1 Apr11 2013 In December 2012 the Government announced 1ts mntention to reduce the main
rate of corporation tax by a further 2% which would take the rate to 21% from 1 Aprnil 2014 (an additional
1% to the 1% reduction proposed 1n the March 2012 budget) The 2013 budget on 20 March 2013
proposed that a further reduction of 1% was applied which would take the rate to 20% from 1 April 2015
However, only the reduction 1n the corporation tax rate to 23% from 1 Apnil 2013 was substantively
enacted at the balance sheet date and as such the deferred tax balances of £5,586,867 are disclosed in the
financial statements at 25%

The effect of the above UK corporation tax rate reductions on the deferred tax assets reported at 31
December 2012 will depend on the tming of the reversal of the assoctated umung differences, which wall
determime at which rate the reversal will be reheved Assumung that all of the relevant ttiming differences
in the company were to reverse at 20%, the group’s deferred tax asset balance at 31 December 2012
would be lower by £728,722

Loss attributable to members of parent company
The loss dealt with mn the financial statements of the parent company was £1,122,469 (2011 - £1,486,550)
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Notes to the financial statements
at 31 December 2012

Intangible fixed assets
Group

Cost
At 1 January 2012 and 31 December 2012

Amortisation
At 1 January 2012 and 31 December 2012

Impairment
Provided dunng the year

At 31 December 2012

Net book value at 31 December 2012

Net book value at 1 January 2012

Tangible fixed assets

Cost

At 1 January 2012
Exchange adjustment
Additions

At 31 December 2012

Depreciation

At 1 January 2012
Exchange adjustment
Provided during the year

At 31 December 2012

Net book value
At 31 December 2012

At | January 2012

Goodwill

£

123,859

18,579

105,280

105,280

105,280

Plant and
machmery,
Leasehold fixtures and  Computer

improvements fitings  equipment Total
£ £ £ £
663,233 378,101 931,539 1,972,873
(1,671) (1,361) (5,331) (8,363)
27,850 - 17,798 45,648
689,412 376,740 944,006 2,010,158
477,110 377,818 876,982 1,731,910
252 (1,360} (5,332) (6,440)
140,209 113 33,084 173,406
617,571 376,571 904,734 1,898,876
71,841 169 39,272 111,282
186,123 283 54,557 240,963
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Climate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Investments
Group

Cost

At | January 2012
Additions

Disposals

Revaluation impairment

At 31 December 2012

All investments are unlisted

Unlisted
Investments
£

852,980
162,703
(144,700)

64,394

935,877

During the year the group acquired external investments purchased by Climate Change Capital Private

Equity Co-Investment LP totalling £162,703
The historical cost of the investments was £1,090,118 (2011 - £927.415)

Company

Cost
At 31 December 2012 and 1 January 2012

Amounts provided
At 31 December 2012 and 1 January 2012

Net book value
At 31 December 2012 and 1t January 2012

Subsidiary undertakings

Total
£

93,435,898

(84,336,898)

9,099,000

Details of the investments in which the group holds 20% or more of the nonunal value of any class of

share capital are as follows

Proportion
Name Class of shares of shares held
Climate Change Holdings Limuted Ordmary/Pref 100%
Climate Change Capital Limited Ordinary/Pref 100%
Climate Change Capital Private Equity Limited Ordinary 100%
CCC Carbon Services Ordmnary 100%
CCC Carbon General Partner Limated " Ordinary 100%
CCC Carbon General Partner II Limited " Ordinary 100%
Climate Change Capital International Limited " Ordinary 100%
Climate Change Caputal Incorporated @ Ordinary 100%
Climate Change Capital Private Equity (GP) Limited Ordinary 100%

NMNature of business

Financial services
Financral services
Financial services
Management company
Management company
Management company
Service company
Service company

GP of fund
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Climate Change Capital Group Limited

Notes to the financial statements
at 31 December 2012

Investments (continued)

Climate Change Capital Private Equity Ordmary
Co-Investment {(GP) Limited

Climate Change Capital Private Equaty Partnership
Co-Investment LP

Chimate Change Capital Scotland Private Equaty Ordinary

{GP) Limited
Climate Change Capital Scotland Private Equity LP Partnership

Climate Change Capital Carbon Fund III Limited Ordmary
Climate Change Advisory Limited Ordmary
Climate Change Consulting Lirmited Ordinary
Climate Change Developments Limited Ordmary
Climate Change Emissions Limited Ordinary
Climate Change Finance Limited Ordinary
Chmate Change Investments Limited Ordnary
Climate Change Research Lirmted Ordinary
Climate Change Risk Linuited Ordinary
Chimate Change Trading Liumited Ordinary
CCP Carried Interest LP Partnership
Climate Change Property Limited Ordinary
Climate Change Property (GP) Limited Ordinary
CCP Co-Invest (GP) Limited Ordinary
CCP Carned Interest (GP) Limited Ordinary
CCC Seed Capital (General Partner) Limited Ordinary
Climate Change Capital (Hong Kong) Limited © Ordinary
Chmate Change Capital (Hong Kong) Investment Ordinary
Consulung Limited
Chmate Change Capital (Tianyin) Management Ordinary
Limited ¢
Chimate Change Capital {Tianym) Investment Ordmary
Consulting Limited ®
The CCC Carbon Fund Limited Ordinary
The CCC Carbon Fund I Limited ! Ordmary
Climate Change Capital Wind Energy Limted ! Ordinary
Chimate Change Capital Wind Energy Onshore Ordinary
Hold Co Limuted ©
Chimate Change Capital Wind Energy Offshore Ordwnary

Hold Co Limited ®

100%
41%
100%

40%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

50%
100%
100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%

100%

GP of co-invest fund

Co-1nvestment fund
GP of carmed nt fund

Camed interest fund
Dormant

Dormant

Dormant

Dormant

Dormant

Financial services
Dormant

Dormant

Dormant

Dormant

Carried interest fund
Dormant

GP of fund

GP of co-invest fund
GP of carmed mt fund
GP of fund

Service company
Service company

Financial services
Financial services
Dormant

Dormant

Management company

Dormant

Dormant

All investments other than Climate Change Holdings Limated are held by subsidiary companzes

™ Incorporated 1n the Cayman Islands
@ Incorporated 1n the Umited States

& Incorporated 1n Hong Kong

“ Incorporated 1n China
 Incorporated in Channet Islands
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Notes to the financial statements
at 31 December 2012

12. Debtors
Group Company
2012 2011 2012 2011
£ £ £ £
Loan notes - - 4,000,000 4,000,000
Trade debtors 479,099 133,648 - -
Amounts owed from group undertakings - - - 711,208
Other debtors 4,610,249 2,115,625 - 61,095
Prepayments and accrued income 713,806 536,036 - -

5,803,154 2,785309 4,000,000 4,772,303

Amounts falling due after more than one year included above are

Group Company

2012 2011 2012 2011

£ £ £ £

Loan notes - - 4,000,000 4,000,000

The loan note held by the Company relates to a non-interest beanng agreement with a subsidiary
undertaking

13. Creditors
Amounts falling due within one year

Group Company

2012 2011 2012 2011

£ £ £ £

Trade creditors 280 293,393 - -
Accruals and deferred income 4245678 7,323,797 39 530,693
Other taxes and social security costs 160,984 433,715 - -
Corporation tax payable - 25,000 - -
Foreign taxes 27410 75,930 - -
Other creditors 349,806 102,640 989,697 10,534

4,784,158 8,254,475 389,736 541,227

Amounts falling due after more than one year

Group Company

2012 2011 2012 2011

£ £ £ £

Loan notes - 3,430,000 - 3,430,000
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Ciimate Change Capital Group Limited

thes to the financial statements

at 31 December 2012

13. Creditors (continued)

During the year ended 31 December 2010, the company created and authonsed the 1ssue of £3,430,000
Convertible Unsecured Loan Notes, on a maximum § year agreement on which, a 9% coupon 1s payable
annually In March 2012, as part of the acquisition by the Bunge Group of Climate Change Capital
Group Limited, these Loan Notes were converted m “B” ordinary shares

14. Obligations under operating leases

Annual commitments under non-cancelilable operating leases as set out below

Operating leases which expire
Within one year
In two to five years

15. Share capital

“B” ordinary shares of 1p each

Land and
butldings
2012 2011
£
840,375

54,673 897,095

897,048 897,095

Allotted, called up and fully paid

2012
No £ No

2011
£

129,518,353 1,295,183 102,178,822 1,021,738

“A” ordinary shares of 1p each

61,095 611 61,095

611

On 19 March 2012, 27,289,530 and 1 “B” ordinary shares were ssued at 12 81p and 20 70p each
respectively with an aggregate nominal value £272,895 1n exchange for settlement of £3,430,000 n
Convertible Unsecured Loan Notes and accrued interest thereon of £65,789 (note 13)

An additional 50,000 “B” ordinary shares 1ssued at
vesting in a prior pertod was recognised during the

£1 00 in relation to a non-executive share award
year

The 1ssued share capital of the company comprises “B” ordinary and “A” ordinary shares They have
different rights 1n relation to shareholder distributions and return of capital as detailed n the Articles of

Association of the company
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Climate Change Capital Group Limited

e

Notes to the financial statements
at 31 December 2012

Share capital (continued)
The following description 1s a summary only

The B ordinary shares confer one vote per share, and enjoy prionity on the receipt of dividends to the A
shares (prior to an “exit conversion™) which only receive a dividend after a 12% return to B shareholders
has been received for that year and then enjoy 30% of the balance of the dividend distributed Afier an
exit conversion any available profits of the company are distributed among the two classes of share 1n
proportion to the number of shares held by them  An exat converston 1s a change of control or a listing of
the company

On a return of capital prior to an exit conversion, assets are distributed first to the holders of B shares 1n
such amount as 1s required to ensure their aggregate retum up to a particular value Thereafter, to the
holders of A shares to the value of their subscription price, and subsequently to the holders of B shares
and A shares n the ratio of 70 30 The threshold 15 set by reference to the ongmal subscrniption pnce for
B shares increased at an annual hurdle rate of 12% After an exit conversion the assets are distnbuted 1n
payment of the shares’ subscription price and then 1n proportion to the number of shares held A shares
carry the right to vote only following an exit conversion Owmnership of A shares was transferred from the
Managing Directors of the UK group to its immediate parent entity within the Bunge Limited group

Reserves
Group Share
premim Revaluation Special Profit and
account reserve reserve loss account
£ £ £ £
At 1 January 2011 100,492,637 489,440 1,358,591 (95,430,416)
Issue of shares - - - -
Loss for the year - - - (3,935,682)
Gain/(loss) on revaluation of investments - (77,982) - 27,822
Exchange difference on mvestment n
subsidiary undertakings - (518,060) - 496,429
Distribution of treasury shares - - - (733,782)
Share based payment - - 178,653 -
At 1 January 2012 100,492,637 (106,602) 1,537,244  (99,575,629)
Issue of shares 3,222 894 - - -
Loss for the year - - - (3,419,544)
Gaw/(loss) on revaluation of investments - 64,894 - -
Exchange difference on investment 1n
subsidiary undertakings - (20,219) - -
Share based payment (adjustment) - - {500) -
At 31 December 2012 103,715,531 (61,927) 1,536,744  (102,995,173)
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Notes to the financial statements
at 31 December 2012

Reserves (continued)

Company Share

premum Special Profit and

account reserve loss account

£ £ £
At | January 2011 100,492,637 165,973 (89,721,131)
Loss for the year - - (1,486,550)
Award of own shares - - (733,782)
Share based payment - 178,653 -
At 1 January 2012 100,492,637 344,626 (91,941,463)
Issue of shares 3,222,894 - -
Loss for the year - - (1,122,469)
Share based payment (adjustment) - (500) -
At 31 December 2012 103,715,531 344,126 (93,063,932)

The special reserve 15 the cumulative effect of the equity-settied share based payment charpe

Share-based payments

The expense recogmsed for share-based payments 1n respect of employee services received during the
year to 31 December 2012 1s £N1l (2011 - £178,653)

Non-executive director award

Durning 2008, a share based award was granted to non-executive directors The award vested annually in
equal mstalments over three years and as of 1 January 2012, all awards under the scheme were fully and
unconditionally vested Therefore there was no expense recogmsed for this scheme 1n respect of
employee services recerved during the year to 31 December 2012 (2011 - £9,028)

Sentor executive award

Duning 2011, a share based award was granted to two senior executives 1n office at the ume and the award
vested immediately Therefore there was no expense recogmised for this scheme 1n respect of employee
services received during the year to 31 December 2012 (2011 - £169,625)

Capital commitments

Amounts contracted for but not provided 1n the financial statements amounted to £33,198 (2011 -
£63,635) for the group and £ml (2011 - £ml) for the company The amount relates to commtments to co-
invest alongside third party funds managed by the group into investee compames
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Notes to the financial statements
at 31 December 2012

Derivatives

The group purchases forward foreign currency contracts to hedge currency exposure on group’s future
commitments The fair values of the denvatives held at the balance sheet date, determined by reference to
their market values, are as follows

2012 2011
£ £
Forward foreign currency contracts, unrealised gain/(loss) 183,936 109,925

In addition, since 2010 the company has entered into two emisston reduction purchase agreements
(“ERPAs”) with project counterparties, whereby the company undertook to assume the obhgations of
buyer as principal

An ERPA 1s a long term contract to purchase Certified Emission Reductions (“CERs™) from a Clean
Development Mechanism project A project 1s mtially registered by the United Nations and CERs are
then 1ssued on a periodic basis as the project’s emission reductions are momtored and venfied

The group has contracts covermng 9 4 mallion tonnes of CERs, and will pay a floating price (percentage of
then market index) upon issuance

The group expenses all costs incurred in connection with the contract Assurmung the project 1s
successfully registered and 1ssues CERs to the maximum contracted volume, the undiscounted fair value
of the contracts held at the balance sheet date, determined by reference to the forward price curve for CER
futures, 1s as follows

2012 2011
£ £
Forward ERPA contracts, unrealised gain/(loss) 1,787,992 6,858,941

Related party transactions

Duning the year, the company recogmsed an interest charge of £65,789 (2011 £308,700) n relation to the
Convertible Unsecured Loan Notes 1ssued to shareholders duning the year At 31 December 2012, the
total amount owed to shareholders was £Nil (2011 £3,738,700} In addition, a cash deposit from
Chimate Change Capital Limited, a wholly owned subsidiary, was provided to the immediate parent entity
CCC International Holdings Limted as part of a Bunge Limited group treasury policy At the end of the
year the amounts owed from this related party was £3,000,000 (2011 £Nul)

The company 1s the parent undertaking of the largest and smallest group for which UK group financial
statements are prepared

Climate Change Capital Group Limited 1s a wholly owned subsidiary of CCC International Holdings
Limited, which 1n turn 1s a wholly owned subsidiary of the Bunge Limited group The directors regard
Bunge Limuted as the company’s ultimate parent undertaking and controlling party at 31 December 2012
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