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The objective of the Trust

1s to provide shareholders with
long-term capital appreciation
in excess of the FTSE All-
Share Index by investing in
unquoted companies.

The Trust provides investors
with exposure to a diversified
portfolio of private equity
investments primarily in the
UK and Continental Europe.

',.
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References in this annual report and accounts to HgCapital Trust plc have been abbreviated to ‘HgCapital Trust’ or the “Trust’.
HgCapital refers to the trading name of HgPooled Management Limited and HgCapital LLP, who act as the ‘Manager’.



2010 PERFORMANCE

MARKET CAPITALISATION £313 MILLION

The ordinary share price rose from

£8.44 to £10.06 over the year.

An increase (on a total return basis) of:
0
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NET ASSET VALUE £348 MILLION

350 The net asset value (basic) per ordinary
share rose from £9.37 to £11.18 over the
250 year. An increase (on a total return basis) of:
50 O
0
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CASH DEPLOYED

RPP1/2 Other

wse £111 million

stepstone 1 he amount of capital deployed in 2010,
a record year for deployment.

frosunda ~ HgCapital invested in seven, primarily
fast growing companies.

Teufel
SimonsVoss
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CASH REALISED

Hoseasons

£82 million

Significant cash realised in 2010,
primarily from the sale of Pulse Staffing
and the partial sale of Visma, at an
average uplift on book value of 64%.

Other

Pulse Visma
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LONG-TERM PERFORMANCE - 10 YEAR TOTAL RETURNS

COMPOUND ANNUAL GROWTH RATE

14% p.a.

The compound annual growth rate of
the HgCapital Trust plc share price
over the last 10 years.

10 YEAR RETURN ON £1,000

£3,721

How much an investment of £1,000 in
HgCapital Trust plc ten years ago,
would now be worth.*

An equivalent investment in the FTSE
All-Share Index would be worth £1,432.

BALANCE SHEET ANALYSIS
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£348 million

The net assets of HgCapital Trust plc
as at 31 December 2010.

£90 million

The net assets in liquid funds available
for deployment as at 31 December 2010
representing 26% of NAV.

£212 million”

The amount of outstanding
commitments as at 31 December 2010
representing 61% of NAV.

*Assuming reinvestment of all dividends

**This includes an outstanding commitment to HgCapital 6 of £156 million, where the Trust has an

investment opt-out without penalty if it has insufficient cash resources to fund a new investment (see note 21).
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THE PORTFOLIO

HgCapital Trust plc gives investors access to a private equity portfolio of currently
31 companies, run by an experienced and well-resourced Manager that makes investments
in private companies across Northern Europe in the Healthcare, Industrials, Services and
TMT sectors.

Investment in HgCapital Trust plc provides exposure to a portfolio of primarily fast growing

- companies*. The top 20 buyout investments currently account for 92% of the portfolio
value. These companies have aggregate revenues of £1.9 billion and profits of £470 million.

In addition, the Trust has diversified into the renewable energy sector and currently holds
investments in two renewable energy funds.

+13% p.a.

revenue growth

The average growth in revenues of the top
20 buyout investments over the last year.

+16% p.a.

profit growth

The average growth in profits of the top
20 buyout investments over the last year.

9.7x

EV/EBITDA multple

The average valuation multiple used to
value the top 20 buyout investments at
31 December 2010.

3.6x

Net debt/EBITDA

The average net debt/EBITDA multiple
of the top 20 buyout investments at
31 December 2010.

*References in this annual report and accounts to the ‘portfolio’, ‘investments’, ‘companies’ or ‘businesses’, refer to a number of buyout investments,
held indirectly by the Trust through its direct investments in fund limited partnerships (HGT LP and HGT6 LP) of which the Trust is the sole limited
partner, and direct investments in renewable energy fund limited partnerships (HgRenewable Power Partners LP (‘RPP1’) and HgCapital Renewable
Power Partners 2 C LP (‘RPP2’)), of which the Trust is a limited partner.
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CHAIRMAN’S STATEMENT

With a portfolio of businesses that is trading well, the Trust has again created value

for shareholders. The Trust’s strong balance sheet combined with the Manager’s

clear focus offer prospects for continuing good long-term returns.

The year in review

In 2010 HgCapital Trust plc made further strong
progress towards several of our goals.

A highlight of the year was the successful placing and
open offer of new ordinary shares, raising £50 million
before expenses, that completed in April. The offer was
over-subscribed by both existing shareholders and new
investors, thus growing and diversifying the Trust’s
share register so as to provide greater liquidity in the
market to the benefit of all shareholders. At the same
time, the Trust made a bonus issue of new subscription
shares on the basis of one for every five ordinary
shares. These subscription shares have traded well,
ending the year with a market value of £1.05 per
share, providing further value to shareholders.

Each subscription share entitles the holder to subscribe
to one new ordinary share, beginning in May 2011
with the final exercise date being 31 May 2013.

If exercised in 2011 or 2012 the subscription price will
be £9.50 per share; if exercised in 2013 the price will
be £10.25. If all the subscription shares are exercised
it will raise new funds of between £59 million and

£64 million for the Trust to deploy and will further
enhance the liquidity of the market in the Trust’s shares.

Performance

The total return (net asset value plus dividend) was
22.8%, compared with a total return on the Trust’s
benchmark, the FTSE All Share Index, of 14.5%.

The basic net asset value per ordinary share increased
over the year to a record £11.19 (£10.91 diluted).

Total return in terms of share price, plus dividend,
was 22.8%. As a result, the ten-year total return to
shareholders was more than 10% p.a. in excess of the
benchmark. An investment of £1,000 made ten years
earlier, with dividends reinvested, would now have a
value of £3,721, compared with £1,432 if invested in
the FTSE All Share Index.

The total return, over the eight months following the
share issue, to shareholders who held or subscribed
new ordinary shares at the issue price of £8.45, with
subscription shares attached, and who retained both,
represented a return of 21.5% over the eight month
period which is equivalent to an annualised return
of 34.0%.

Return per ordinary share was 34.0 pence, compared
with 28.4 pence in 2009, and the Board has

HgCapital Trust plc Annual Report & Accounts 2010

recommended a final dividend of 28.0 pence
(2009: 25.0 pence).

Since the year-end, the Trust’s interest in SiTel has
been sold, delivering proceeds of £9.5 million and an
uplift over NAV at 31 December 2010 of 13.1 pence
per share (basic; 10.9 pence per share diluted). As a
result, and taking account of movements in foreign
exchange, NAV at 28 February 2011 was 1,131.4 pence
per share (basic) and 1,101.2 pence per share (diluted).

Portfolio

It was a busy year for new buyout investments, with
seven new investments made, totalling £100 million
for the Trust. A further £5 million was invested in
existing buyouts and £6 million in renewable
power projects.

Following a quiet year for realisations in 2009, the total
value of realisations to the Trust in 2010 was over

£82 million, marking a return to the levels achieved
on average over the period 2006-8. In aggregate,

these realisations delivered £32 million in excess of
their valuation at December 2009, an uplift of 64%,
adding substantially to net asset value.

Shareholder value was further created by the
unrealised revaluation of portfolio investments by

a net total of £36 million. The Manager’s attribution
analysis indicates that by far the largest contributor to
this growth in value was the growth in profits of the
businesses in the Trust’s buyout portfolio. Strong cash
flows from trading enabled reductions to be achieved
in the net debt of portfolio companies. Strong equity
markets in the latter part of 2010 led to some further
upward revaluation as the market multiples of
comparable companies improved. The effect of
changes in the value of sterling against the
currencies in which some investments are held

was broadly neutral.

It is particularly pleasing to note that at year-end
almost all the companies making up the top 20 buyout
investments continued to trade strongly. All but two of
the Trust’s top 20 buyouts at year-end achieved
growth in both sales and EBITDA during the year.
The Manager monitors trading on a monthly basis and
reports in detail on the latest trading figures to the
Board of the Trust at every meeting.

A disappointment affecting a small part of the Trust’s
investment portfolio came with the decision of the



CHAIRMAN’S STATEMENT CONTINUED

Spanish government to impose, unilaterally, adverse
changes in the terms on which the solar energy
projects in Spain had contracted to sell their power.
The Manager kept the Board well informed about this
issue and the Manager’s renewables team led the

Prospects

The Trust began the year with a compact portfolio,
diversified by geography and business across the
sectors that the Manager has used its expertise to
select. Almost all of the principal buyout businesses are

industry’s efforts to lobby the Spanish government.
Late in the year the government replaced its original
proposals with new terms that reduce short-term
returns to investors while compensating for this by
extending the life of the power sales contract. The net
effects remain adverse for the distribution of cash to
investors in the early years, and this has been taken
into account in the portfolio valuation at year-end.

Reporting

Over several years we have endeavoured each year
to improve the transparency and the clarity of our
reporting to shareholders.

This report contains for the first time not only a
statement of our investment objective, but also a clear
statement of the rationale for investing in private
equity and a description of the business model that the
Board is pursuing. In one straightforward statement
this covers the asset class, the benchmark, the Board’s
priorities for the Trust as a listed investment vehicle,
investment policy, the Board’s approach to cash,
borrowing, hedging, valuation and dividends.

This year the Board and the Manager have also
provided further information about the portfolio and
analysis of how value for shareholders has been
created across the portfolio. We believe that
shareholders also value transparency through to the
principal underlying assets in a way that is not
practical in a fund-of-funds investment vehicle.
Nearly all of our private equity investments are held
across several annual reports and, accordingly, they
are likely to be revalued several times between first
investment and final realisation. In between, trading
performance may vary from year to year; bolt-on
acquisitions and disposal of non-core activities may
add further complexity. To give a longer term view we
have this year added as a case study a description of
the investment made in Visma, the case for doing so
and the strategy adopted, the work that HgCapital’s
executives did with Visma’s management team to build
the business, and the sale of a majority interest to KKR
in late 2010. Further case studies will be provided to
shareholders in future and will be available on the
Manager’s website, www.hgcapital.com.

Later this year we plan to redesign the Trust’s website,
www.hgcapitaltrust.com, in order to make it more
useful for shareholders and prospective investors.

In line with this policy of transparency, the Manager
also publishes a pre-close statement on the website
just prior to the half-year and year-end.

trading strongly in markets that show clear growth
characteristics. Accordingly, we believe that the
prospects for continuing progress are good, but remain
subject, of course, to continuing stability in European
economies and a return to economic growth.

Private equity investment at its best brings together
long-term capital and talent in identifying good
businesses and helping them to create value. We have
consistently said that we expected an investment in the
Trust’s shares to reward the committed and patient
investor. Large institutional investors recognise the
value of making an allocation of their funds to private
equity, as HgCapital’s other clients do in joining as
limited partners into its funds. The Trust provides
individual investors and small institutions with the
opportunity to invest alongside those large institutions,
on the same terms, and in a vehicle whose shares are
traded on the London Stock Exchange.

To reinforce the valuable role that the Trust can play
in a portfolio I am pleased to report that, in the
Investment Week awards, it was again chosen, for the
sixth consecutive year, as Private Equity Investment
Trust of the Year. The citation for the award referred
to the Trust’s outstanding long-term performance and
its high standards of governance.

Roger Mountford

o

Chairman
17 March 2011
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LONG-TERM PERFORMANCE RECORD

PERFORMANCE RECORD
Net assets Net asset Net asset Revenue Earnings Dividends
attributable to value per value per Ordinary Subscription available for per per
Year ordinary  ordinary share  ordinary share share share ordinary ordinary ordinary
ended shareholders (basic) (diluted) price price shareholders share? share3
31 December £'000 p p p p £'000 p p
o]
2001 O5095 380.3 n/a 294.0 n/a 2,420 9.6 8.00
2002 83,837 332.9 n/a 21975 n/a 2,148 8.5 8.00
2003 99,987 397.0 n/a 289.5 n/a 3,969 15.8 12.00
2004 122,040 484.5 n/a 451.5 n/a 2,649 10.5 8.00
2005 156,487 621.3 n/a 583.5 n/a 2,965 11.8 10.00
2006 187,135 743.0 n/a 731.0 n/a 4,519 17.9 14.00
2007 238,817 948.2 n/a 782.5 n/a 7,446 29.6 25.00
2008 234,094 929.4 n/a 668.5 n/a 7,445 29.6 25.00
2009 236,044 IS n/a 844.0 n/a 7,148 28.4 25.00
2010 - 347,993 1,118.8 1,090.7 1 ,006.0 105.0 10,053 - 34.0 28.00*

! Diluted net asset value per share assumes that all outstanding subscription shares were converted into ordinary shares at the year-end at the minimum price of £9.50
a share.

2 Based on weighted number of shares in issue during the year.

3 Dividend proposed in respect of reported financial year; declared and paid post relevant year-end.

*Proposed final dividend for the year ended 31 December 2010, to be paid on 13 May 2011, subject to shareholder approval.

PERFORMANCE OVER TEN YEARS - TOTAL RETURN

/390-

340 1
290 A
240 A

190 1

Performance Index

140 -

90 1

40

Dec-00 Dec-01 Dec-02 Dec-03 Dec-04 Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 !

The LPX Europe Index represents the most actively traded LPE companies covered by LPX that are listed on a
European exchange. For more information visit www.lpeq.com/morelpestatistics.aspx
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LONG-TERM PERFORMANCE RECORD CONTINUED

HgCapital Trust plc’s share price has consistently delivered significant outperformance
against its benchmark across one, three, five, seven and ten-year periods.

HISTORICAL TOTAL RETURN* PERFORMANCE

One year Three years Five years Seven years Ten years

% p.a. % p.a. % p.a. % p.a. % p.a.

Share price* 22.8 12.0 14.3 2245 - 140
Net asset value (basic) 22.6 8.5 15.0 18.6 12.8
Net asset value (diluted) 19.5 7.6 14.5 18.2 12.5
FTSE All-Share Index 14.5 1.4 Bl 8.5 347

*Total return assumes all dividends have been reinvested.

INVESTMENT ACTIVITY

120 -

. Invested
. Total realised

£ million

2001 2002 2003

2004

2005

2006

2007

2008 2009 2010
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HgCAPITAL TRUST PLC

THE BOARD OF DIRECTORS

The Board of HgCapital Trust plc consists of six non-
executive Directors with a wide range of business
experience, all of whom the Board of the Trust deems
to be independent of the Trust’s Manager.

Roger Mountford (Chairman of the Board)

Aged 62, Roger Mountford was appointed to the Board
in 2004 and became Chairman in April 2005. He spent
30 years as a merchant banker in the City of London
and in the Far East, latterly as Managing Director in the
Corporate Finance Department of SG Hambros,
leading the Bank’s practice in the private equity market.
He now serves on several boards, including the Civil
Aviation Authority, where he is chairman of the CAA
Pension Scheme. He is Chairman of The Housing
Finance Corporation, the Dover Harbour Board and
LSE Enterprise Limited, the commercial subsidiary of
the London School of Economics.

Piers Brooke

Aged 70, Piers Brooke was appointed to the Board in
2001. He worked for 38 years in both commercial and
merchant banking, holding a variety of general
management positions in the UK, Continental Europe,
the Far East and North America. Most recently he was
Director of Financial Strategy at National Westminster
Bank. He has been a director of a number of
companies. He is currently a non-executive director

of Lothbury Investment Management.

Richard Brooman

Aged 55, Richard Brooman was appointed to the
Board in 2007. He is a chartered accountant and is
deputy chairman and chairman of the audit committee
of Invesco Perpetual UK Smaller Companies
Investment Trust plc, a non-executive Director of the
Camden & Islington NHS Foundation Trust, where he
chairs the Audit & Risk Committee, and was appointed
as a non-executive director of SVM UK Active Fund
Plc on 1 March 2011. He was formerly Chief Financial
Officer of Sherwood International plc and Group
Finance Director of VCI plc. Prior to this, he served as
CFO of the global Consumer Healthcare business of
SmithKline Beecham and held senior financial and
operational positions at Mars after qualifying with
Price Waterhouse. He is Chairman of the Audit &
Valuation Committee of the Trust.

Peter Gale

Aged 55, Peter Gale was appointed to the Board in
1991 and is Senior Independent Director and Deputy
Chairman of the Trust. He has worked in many
divisions of National Westminster Bank, specialising
in investment management. In 1990 he became
responsible for the investment management of
National Westminster Bank Group Pension Funds,
which subsequently became RBS Pension Trustee Ltd.

HgCapital Trust plc Annual Report & Accounts 2010

Upon the purchase of Gartmore Investment
Management plc in 1996, he became a principal of the
enlarged fund management company and in 2003
became Managing Director of Gartmore Private Equity.
Following the merger of Gartmore’s private equity
business with that of Hermes Fund Managers in 2010
Mr Gale became Chief Investment Officer of Hermes
GPE. He is a non-executive director of Lothbury
Investment Management and advisor to the West
Midlands Metropolitan Authorities Pension Fund as well
as several other large pension and investment funds.

Andrew Murison

Aged 62, Andrew Murison was appointed to the Board
in 2004. He was Senior Bursar of Peterhouse,
Cambridge for nine years and spent the previous twelve
years as a principal in private equity partnerships in the
USA. Prior to that he was a fund manager, financial
journalist and investment banker in the City of London.
He now serves on the boards of Maven Income and
Growth VCT 3 plc (formerly Aberdeen Growth
Opportunities Venture Capital Trust), Brandeaux
Student Accommodation Fund Limited and Brandeaux
US Dollar Fund Limited and is chairman of JPMorgan
European Investment Trust plc.

Mark Powell

Aged 65, Mark Powell was appointed to the Board in
2010. He has been involved in investment
management for private investors and charities
throughout his career. From 1968 to 1989 he worked
in what became C L Alexanders Laing & Cruickshank
Holdings of which he became Chief Executive.

In 1989 he joined Laurence Keen which was acquired
in 1995 by Rathbone Brothers Plc of which he became
Managing Director. He was appointed Chairman of
Rathbones in 2003 and will retire from their board in
May 2011. He is Chairman of SVM UK Active Fund
Plc and was previously Chairman of the Association of
Private Client Investment Managers & Stockbrokers
and a member of the Takeover Panel.

All Directors are members of the Audit & Valuation,
Nomination, Remuneration and Management
Engagement Committees.

All Directors are non-executive.



HgCAPITAL TRUST PLC CONTINUED

THE TRUST’S INVESTMENT OBJECTIVE AND INVESTMENT POLICY

INVESTMENT OBJECTIVE

The Investment Objective of the Trust is to provide
shareholders with long-term capital appreciation in
excess of the FTSE All-Share Index by investing in
unquoted companies. If the Board proposes to amend
the Trust’s Investment Objective, it will seek the
approval of shareholders in a general meeting.

INVESTMENT POLICY

The principal policy of the Trust is to invest in a
portfolio of unlisted companies that are expected

to grow organically or by acquisition. Any material
change to the Trust’s Investment Policy will be made
only with the approval of shareholders in a

general meeting.

The Trust’s maximum exposure to unlisted
investments is 100 per cent of gross assets. At the time
of acquisition no single investment will exceed a
maximum of 15 per cent of gross assets. The Trust
may invest in assets other than companies, so long as
the Manager believes that its expertise in private
equity investment can be profitably applied. The Trust
may invest in unlisted funds, whether managed by
HgCapital or not, up to a maximum at the time of
acquisition of 15 per cent of gross assets. The Trust
may invest in other listed investment companies,
including investment trusts, up to a maximum at the
time of acquisition of 15 per cent of gross assets.

The Trust may invest its liquid funds in government
or corporate securities, or in bank deposits, in each
case with an investment grade rating, or in managed
funds that hold investments of a similar quality.

Range and diversification

The Trust invests primarily in companies whose
operations are headquartered or substantially based in
or which serve markets in Europe. The Trust invests in
companies operating in a range of countries, but there
is no policy of making allocations to specific countries
or markets. The Trust invests across a range of sectors,
but there is no policy of making allocations to sectors.

Gearing

Underlying investments or funds are typically
leveraged to enhance value creation, but it is
impractical to set a maximum for such gearing. The
Trust may over-commit to invest in underlying assets
in order to maintain the proportion of gross assets that
are invested at any time. The Trust has the power to
borrow and to charge its assets as security.

The Articles currently restrict the Trust’s ability to
borrow no more than, broadly, twice the aggregate of
the Trust’s paid up share capital and reserves (without
shareholder approval).

Hedging
The Trust may use derivatives to hedge its exposure
to interest rates, currencies, equity markets or

specific investments for the purposes of efficient
portfolio management.

RATIONALE AND BUSINESS MODEL

The Board has a clear view of the rationale for
investing in private equity through an investment trust
and this informs its decisions on the operation of the
Trust and the evolution of the Board’s Business Model.

RATIONALE

The Board believes that there is a convincing rationale
for investing in well-researched private businesses with
potential for growth, especially where the Investment
Manager and the management of the business can
work together to implement strategic change or
operational efficiency. These can result in higher rates
of growth in sales and enhanced profits, offering
investors capital gains on realisation. Many large
institutional investors allocate a proportion of their
assets to this asset class, but it is difficult for private
investors and small institutions to invest in private
equity due to the large commitments required over
long periods of time. The Trust provides an
opportunity for investors to hold shares listed on the
London Stock Exchange through which they can invest
in private equity transactions not otherwise accessible.

BUSINESS MODEL

Working within the constraints of the Trust’s Investment
Policy, the Board and the Manager have together
developed a Business Model, which is kept under
regular review. The Business Model evolves as market
conditions change and new opportunities appear.

Asset class

The Trust invests directly into unquoted businesses

in the UK and Continental Europe alongside other
institutional clients of HgCapital, an experienced
private equity manager whose principal business is

to invest in, and manage, leveraged buyouts.

Private equity investments are normally held through
partnerships that provide legal and taxation
advantages. Most of the Trust’s investments are held
through partnerships of which it is the sole limited
partner and which invest alongside pooled funds
managed by HgCapital (currently its Hg6 fund) on the
same terms as institutional investors. The Trust
normally acquires a 15% interest in each business in
which Hgb invests. The Manager is organised in
investment teams that focus on well researched business
sectors, but it does not make top-down allocations to
these sectors or to particular countries; the balance may
change as investment opportunities appear and
portfolio companies are sold. The Trust is not a fund of
funds and does not invest in other managers’ funds.
The Trust’s strategy of making direct investments into
businesses provides greater transparency for the Board
and shareholders in the Trust and avoids the double
fees inherent in a fund of funds.

The Board of the Trust decides, after consultation with
the Manager, on the timing, amount and terms of each
commitment it makes to invest in or alongside any of

the Manager’s funds. Such commitments are normally

HgCapital Trust plc Annual Report & Accounts 2010



HgCAPITAL TRUST PLC CONTINUED

drawn down over five years as investment opportunities
arise. The Board agrees each commitment at a level it
believes the Trust will be able to fund from its own
resources or from temporary borrowing. However, to
protect the Trust from the risk of being unable to fund
any drawdown under its commitment the Board has
negotiated a right to ‘opt-out’, without penalty, of any
HGT 6 LP investment where certain conditions exist
(see note 21 to the financial statements).

In addition, the Trust has invested in renewable power
generating projects, an area where the Manager has
developed its skills and built a specialist team.

This sector provides the Trust with an element of
diversification, as it has fundamentally different
drivers of risk and return, but is expected to deliver
comparable long-term returns. In this sector it is
advantageous to the Trust to participate with other
institutional clients of HgCapital as limited partners

in HgCapital’s two renewable energy funds.

Cash and borrowing

The Board and the Manager agree that prudent use
of borrowing to fund acquisitions can increase
diversification within the portfolio and yield rates of
return superior to the market in listed shares. Businesses
in the underlying portfolio are acquired with the benefit
of bank borrowing at levels that can be serviced from the
cash flows generated within that business. The Board
does not currently see any advantage in using a
further level of structural borrowing by the Trust as
this would add risk without any certainty of enhancing
returns. From time to time the Board arranges a small
bank facility on which it can draw to meet short-term
needs between making an investment and receiving
the proceeds from a realisation.

At certain points in the investment cycle the Trust may
hold substantial cash awaiting investment, which it holds
in bank deposits or invests in short-dated government
bonds. If there appears to be surplus capital and
conditions for new investment appear to be unfavourable
the Board will consider returning capital to shareholders,
probably through the market purchase of shares.
Hedging

The Trust offers exposure to a range of businesses
operating in the UK, the eurozone and the Nordic
region. The Trust does not strategically hedge
investments back into sterling. From time to time the
Manager may use derivatives approved by the Board
to hedge tactically with the object of protecting the
anticipated sterling value of proceeds from realising
investments in other currencies.

Benchmark

For most shareholders their investment in the Trust
represents a small allocation of funds that would
otherwise be invested in UK equities. The Trust’s
benchmark is therefore the FTSE All-Share Index.

Relative data on performance, volatility etc can be found
in the Trust’s fact sheet at www.hgcapitaltrust.com and
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www.lpeq.com. To assess the Manager’s performance
relative to other private equity managers the Board
regularly compares the NAV and share price
performance against a basket of peers listed on the
London Stock Exchange and against the UK and
pan- European indices of listed private equity
companies published by LPX.

Priorities as a listed investment company

As the rationale for the Trust is to provide investors
with a way to invest in an illiquid asset class, through

a liquid listed vehicle, the Board has a number of
priorities including: retaining the status of an
investment trust; maintaining a liquid market in its
shares; providing shareholders with transparent
reports on the underlying portfolio; adopting prudent
valuations; and avoiding adding risk at the Trust level.

Valuation

The Board values each investment in the portfolio
after considering analytical data and draft valuations
prepared by its Manager. Valuations are carried out
in accordance with the International Private Equity
and Venture Capital (‘(IPEVC’) Valuation Guidelines,
September 2009 edition. Further information can be
found at www.privateequityvaluation.com.

Net asset value and trading in the Trust’s shares

The Board values the portfolio and publishes the
Trust’s NAV as at 30 June and 31 December. Each
month following these valuations the NAV figure is
published after adjustment for realisations and
movements in foreign exchange and the market prices
of any listed securities. The Trust’s shares trade on the
London Stock Exchange at prices that are independent
of the Trust’s NAV but reflect the NAV and expectations
of future changes in it. The shares have traded at a
discount to the NAV and at times at a premium to it.
The Board has not attempted to manage any discount
through repurchase of shares, which it believes usually
has only temporary effect. The Board believes that
discounts to NAV are minimised through consistent
long-term returns, transparent reporting, rigorous
valuation and avoidance of risk at Trust level.

Dividends

The Board does not structure the Trust’s balance sheet
or underlying investments in order to deliver any
target level of dividend. To maintain the Trust’s status
an investment trust, annual net revenue return
retained, after dividend distributions in respect of that
financial year, may not exceed 15% of the annual total
income earned from investments. The level of the net
revenue return varies from year to year according to
the level of the Trust’s liquid funds and the structure
of the buy-outs held at the time. Accordingly,
dividends may vary from year to year. The Trust has
elected to ‘stream’ its income from interest-bearing
investments as dividends that will be taxed in the
hands of shareholders as interest income; this
minimises the tax charge payable by the Trust.



