- 3i Debt Management Investments Ltd

Registered number : 05655607

''''''''''

COMPANIES HOUSE



3i Debt Management Investments Ltd ‘ ' No. 0565560.7 ;

Contents

Directors' report B . ' 1-2
Strategic report . 3
Auditors’ report ' : 4-5
Statement of comprehensivé income 6 -
Statement of cﬁanges in eduity ’ 6
Stétement of financial position ) ] » 7
Statement of cash flows ' ‘ ' 8
Accounting policies o . 9-11

Notes to accounts _ : 12-20



3i Debt Management Investments Ltd No. 05655607

Directors’ report

" The Directors submit their report with the financial statements for the year to 31 March 2016.

Business review

Principal activity ,

The principal activity of 3i Debt Management Investments Limited (the “Company”) is to provide discretionary
investment management and investment advice. It also makes capital investment into certain funds under
management for regulatory purposes. The Company is domiciled and incorporated in the United Kingdom.
The Company acts as a Fund Manager and Investment Advisor for leveraged finance funds (including
mezzanine loans and private equity assets), and has 22 funds under management at 31 March 2016 (2015:

20 funds).

Directors
The Directors of the Company during the year and upto the date of this report were :

R A Belilis

J R Ghose

P Goody

B R Loomes (resigned on 1 March 2016)

Disclosure of information to the Auditors

Pursuant to s418(2) of the Companies Act 2006, each of the Directors confirms that: (a) so far as they are
aware, there is no relevant audit information of which the auditors are unaware; and (b) they have taken all
steps they ought to have taken to make themselves aware of any relevant audit information and to establish
that the auditors are aware of such information. '

Auditors

In accordance with section 489 of the Companies Act 2006, a resolution propoéing the reappointment of
Ernst & Young LLP as auditors of the Company will be put to the forthcoming Annual General Meeting.

Going concern

The Directors are satisfied that the Company has adequate resources-to continue to operate for the
foreseeable future. For this reason, they continue to adopt the going concern basis for preparing the financial
statements.

By order of the Board

ﬁégistered office:
* 16 Palace Street
London SW1E 54D



3i Debt Management Investments Ltd ' . A No. 05655607
Directors’ report |
Statement of Directors' responsibilities

‘The Directors are responsible for preparing fhe Annual Report and financial statements in accordance with
applicable United Kingdom law and those International Financial Reporting Standards ("IFRSs") that have
been adopted by the European Union.

Under Company Law the Directors must not approve financial statements unless they are satisfied that they
present fairly the financial position, financial performance and cash flows of the Company for that period. in
preparing financial statements the Directors are required to:

(a) select suitable accounting policies in accordance with IAS 8: Accounting Policies, Changes in Accounting
Estimates and Errors and then apply them consistently;_ . :

(b) present information, including accounting policies, -in a manner that provides relevant, reliable,
comparable and understandable information;

(c) provide additional disclosures when compliance with the specific requirements in IFRSs is insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the
Company’s financial position and financial performance;

(d) state that thé Compahy has complied with IFRSs, subject to any material departures disclosed and
explained in the financial statements; and

(e) make judgements and estimates that are reasonable.

The Directors have a responsibility for ensuring that proper accounting records are kept which are sufficient
to show and explain the Company’s transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that financial statements comply with the
Companies Act 2006. They have a general responsibility for taking such steps as are reasonably open to
“them to safeguard the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

The Directors confirm that they have complied with the above requirements in preparing the financial
statements.



3i Debt Management Investments Ltd No. 05655607

Strategic report
Results and business review

The Directors present their étrategic report for the year ended 31 March 2016.

Total profit for the year amounted to £26,925k (2015: £1,883k) The Directors do not recommend a final
dividend for the year (2015: £16,625k).

Development
There have been no changes in activity in the year and the Directors do not foresee any future changes.

Principal risks and uncertainties

The Company is a subsidiary of 3i Debt Management Ltd and is regulated by the FCA. The Group sets
objectives, policies and processes for managing and monitoring risk as set out in the Directors’ report in
- the 3i Group plc annual report. The financial risks are discussed in further detail in note 17.

By order of the Board

/

Pegér G/ ody
y, ate: "7 /3 / a0,

Registered office:
16 Palace Street

London SW1E 5JD



3i Debt Management Investments Ltd | No. 05655607

Independent auditors' report to the members of 3i Debt
Management Investments Ltd

We have audited the financial statements of 3i Debt Management Ltd, for the year ended 31 March
2016 which comprise the Statement of comprehensive income, Statement of changes in equity,
Statement of financial position, Statement of cash flows, the Accounting policies A to L and the
Notes 1 to 17. The financial reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European
Union.

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to
the Company's members those matters we are required to state to them in an auditors' report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company's members as a body, for our
audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on'page 2, the directors
" are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view. Our responsibility is to audit and express an opinion on the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland): Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors.

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 includes an assessment of: whether the
accounting policies are appropriate to the’ Company's circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by
the Directors; and the overall presentation of the financial statements. In addition, we read all the
financial and non-financial information in the Directors' report and Strategic report to identify material
inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by
us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

* give a true and fair view of the state of the Company’s affairs as at 31 March 2016 and of its profit
for the year then ended;

* have been properly prepared in accordance with IFRSs as adopted by the European Union; and

= have been prepared in accordance with the requirements of the Companies Act 2006.



3i Debt Management Investments Ltd . No. 05655607

Independent auditors' report to the members of 3i Debt
Management Investments Ltd

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic report and the Directors’ report for the financial
year for which the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinion:

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

- the financial statements are not in agreement with the accounting records and returns; or

« certain disclosures of directors’ remuneration specified by law are not made; or

» we have not received all the information and explanations we require for our audit.

i

Julian Young (Senior statitory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

Date: (‘q]%



3i Debt Management Investments Ltd

Statement of comprehensive income

for the year to 31 March 2016

No. 05655607

2016 2015
Notes £'000 £'000
Revenue 1 47,245 38,283
Operating expénses 2 (16,733) (17,348)
Operating profit 30,512 20,935
Unrealised loss on the revaluation of investments (13,554) (1 0,425)
Interest receivable 95 104
Interest payable (234) (578)
Fair value movement on derivatives - (5)
Exchange movements 10,205 (8,146)
Profit before ta 27,024 1,885
Income taxes 6 . (99) " (2)
Profit for the year 26,925 1,883
Other comprehensive expense
Movement in hedge accounting reserve - (M
Total comprehensive income for the year 26,925 1,882
All items in the above statement are derived from continuing operations.
Statement of changes in equity
for the year to 31 March 2016
Issued s::;: H'e¢!ge o Other
share Accounting distributabl Total
capital payment Reserve e reserve
reserve
£'000 £'000 £'000 £'000 £'000
As at 1 April 2014 46,238 - 107. 1 46,182 92,528
Profit for the year - - - 1,883 ) 1,883
Dividend paid - - - (16,625) (16,625)
Issued share capital 46,000 - - - 46,000
Share based payments charge - 153 - - 153
Movements on - - (1) ~ - (1)
Total change in equity for the year 46,000 153 (1) (14,742) 31,410
As at 31 March 2015 . 92,238 260 - 31,440 123,938
Profit for the year - - - 26,925 26,925
Share based payments charge - 62 - - 62
Exercise of share - (4) - 4 .
Total change in equity for the year - 58 - 26,929 26,987
As at 31 March 2016 318 - 58,369 150,925

92,238

The notes and accounting policies on pages 9 to 20 form an intergral part of these financial statements.



3i Debt Management investments Ltd

Statement of financial position
as at 31 March 2016

No. 05655607

Notes 2016 2015
£'000 £'000
Assets
Non-current assets
Investments 112,802 87,921
Intangible assets 8 3,134 5,378
Trade and other receivables 10 2,345 2,977
Total non-current assets 118,281 96,276
Current assets
Trade and other receivables 10 17,871 18,322
Cash and cash equivalents 38,338 30,343
Total current assets 56,209 48,665
Total assets 174,490 144,941
Liabilities
Non-current liabilities
Trade and other payables 11 (10,702) (11,063)
Total non current liabilities (10,702) (11,063)
Current liabilities -
Trade and other payables 11 (12,863) (9,940)
Total current liabilities (12,863) * (9,940)
Total liabilities (23,565) (21,003)
Net assets 150,925 123,938
Equity
_ Issued Capital A 7 92,238 92,238
Share based payment reserve 318 260
Other distributable reserve 58,369 31,440
- Total equity 150,925 123,938

The financial statements have been approved and authorised for issue by the Board of Directors.

Peter Goody

i

ivecto

Bate/ F//aenl



3i Debt Management Investments Ltd

Statement of cash flows
for the year to 31 March 2016

No. 05655607

Cash and cash equivalents at the end of the year

2016 2015
_ . £'000 £'000
Cash flow from operating activities '
Profit before tax 27,024 1,885
Adjustments for:
J -
Amortisation of management contracts 2,244 1,923
Share based payment charge 62 153
Fair value movement on investments 13,554 10,425
Decrease in receivables 1,297 25,262
Increase/(Decrease) in payables 1,901 (2,074)
Net cash movement on derivatives - 7
Fair value movement on derivatives - 5
Exchange Movements (10,205) 8,146
" Income tax received/(paid) 400 (2,777)
Net cash flow from operating activities 36,277 . 42,955
Cash flows from investing activities
Purchase of investments (60,791) (71,551)
Return of capital 32,650 -
Net cash flow from investing activities (28,141) (71,551)
. Cash flow from financing activities
Dividends paid - (16,625)
Issued share capital - 46,000
Net cash flow from financing activities - | - 29,375
Change incash and cash equivalents 8,136 779
Cash and cash equivalents at the start of the year 30,343 30,249
Effect of exchange rate fluctuations (141) (685)
38,338 30,343




3i Debt Management Investments Ltd ‘ No. 05655607

Accounting policies
for the year ended 31 March 2016

A Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards, International Accounting Standards and their interpretations issued or adopted by the
International Accounting Standards Board as adopted for use in the European Union (“IFRS").

These financial statements have been prepared in accordance with and in compliance with the
Companies Act 2006.

The IASB has issued the following standards and interpretations to be applied to financial statements
with periods commencing on or after the following dates:

Effective for period

beginning on or after

IFRS Annual improvements 2010 to 2012 and 2011 to 2013 1 July 2014
IFRS Annual improvements 2012 to 2014 : 1 July 2016
IFRS 15 Revenue from contracts with customers 1 January 2017
IFRS 9 Financial instruments 1 January 2018

The impact of the future standards and amendments on the financial statements is being assessed by
the Company.

B Basis of preparation
The financial statements are presented in sterling, the functional currency of the Company.

The preparation of financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods. The most significant techniques for estimation are described in the accounting policies below.

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements. - S

C Revenue recognition

Revenue arises from Investment Management fees, Investment Advisory fees and incentive fees as well
as distributions from CLO investments and income from the warehouse vehicles used to ramp CLO
funds prior to close. Investment Management, Investment Advisory and Incentive fee income is
recognised on an accrual basis. All revenue derives from operations in Europe and the US.

D Foreign currency transactions

Transactions in currencies different from the functional currency of the Company are translated at the
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the statement of financial position date are translated to sterling at the exchange rate ruling
at that date. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of transaction. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated to sterling using
exchange rates ruling at the date the fair value was determined.



3i Debt Ménagement Investments Ltd No. 05655607

Accounting policies
for the year ended 31 March 2016

E Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash at bank and in hand and
short-term deposits with an original maturity of three months or less. For the purposes of the statement
of cash flows, cash and cash equivalents comprise cash and short-term deposits as defined above.

F Income taxes ‘
Income taxes represent the sum of the tax currently payable, withholding taxes suffered and deferred tax. -
Tax is charged or credited to the statement of comprehensive income, except where it relates to items
charged or created directly to equity, in which case the tax is also dealt with in equity. The tax currently
payable is based on the taxable profit for the year. This may differ from the profit included in the
statement of comprehensive income because it excludes items of income and expense that are taxable
or deductible in other years and it further excludes items that are never taxable or deductible. :

To enable the tax charge to be based on the profit for the year, deferred tax is provided in full on
temporary timing differences, at the rates of tax expected to apply when these differences ¢rystallise.
Deferred tax assets are recognised only to the extent that it is probable that sufficient taxable profits will
be available against which temporary differences can be set off. All deferred tax liabilities are offset
against deferred tax assets in accordance. with the provisions of IAS 12 "income taxes".

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

G Other receivables

Assets, other than those specifically accounted for under a separate policy, are stated at their cost less
impairment losses. They are reviewed at each statement of financial position date to determine whether
there is an indication of impairment. If any such indication exists, the asset's recoverable amount is
estimated based on expected discounted future cash flows. Any change in the level of impairment is
recognised directly in the statement of comprehensive income. An impairment is reversed at subsequent
statement of financial position dates to the extent that the asset's carrying amount does .not exceed its
original cost.

H Other payables

Liabilities, other than those specifically accounted for under a separate policy, are stated based on the
amounts which we consider to be payable in respect of goods or services received up to the statement of
financial position date.

| Share based payments :

The Company has equity-settied transactlons with certain employees. Equity-settled schemes are
measured at fair value at the date of grant, which is then recognised in the statement of comprehensive
income over the period that employees provide services, generally the period between the start of
performance period and the vesting date of the shares. The number of shares expected to vest takes
into account the likelihood that performance and services conditions included in the terms of the award
will be met.

10



3i Debt Management Investments Ltd : No. 05655607

Accounting policies
for the year ended 31 March 2016

| Share based payments (continued)

Fair value is measured by use of an appropriate model which takes into account the exercise price of the
option, the current share price, the risk-free interest rate, the expected volatility of the share price over
the life of the option and any other relevant factors. In valuing equity-settled transactions, no account is
taken of any vesting conditions, other than conditions linked to the price of the shares of 3i Group plc.
The charge is adjusted at each balance sheet date to reflect the actual number of forfeitures,
cancellations and leavers during the period. The movement in cumulative charges since the previous
balance sheet is recognised in the statement of comprehensive income, with a corresponding entry in

equity. .

J Investments Portfolio _
Investments relate to interests in managed CLOs and associated warehouse vehicles, and are
recognised on the date on which the investment is made.

The investments are designated as fair value through profit and loss and subsequently carried in the
balance sheet at fair value. Fair value is measured using a range of data including original arranging
bank models, 3i internal forecasts and models, trading data where available, and data from third-party
valuation providers.

K Incentive fees receivable ‘

The Company earns an incentive fee from funds which it manages on behalf of third parties. These fees
are earned when the fund meets certain performance conditions.

Schemes are reviewed at the balance sheet date, and an accrual for incentive fees receivable is made
once the performance conditions have been met or would be achieved if the remaining assets in that
fund were realised at the carrying value. An accrual is made equal to the Company's share of profits in
excess of the performance conditions, taking into account the cash already returned to fund investors
and the fair value of assts remaining in the fund.

Incentive fees payable

Incentive fee payable is accrued if its performance conditions, measured at the balance sheet date,
would be achieved if the remaining assets in that scheme were realised at carrying value. An accrual is
made equal to the executive's share of profits in excess of the performance conditions in place in the
carried interest scheme, discounted to reflect the likely actual cash payment date, which may be
materially later than the time of the accrual.

L Intangible .

Fund management contracts are stated at their fair value at the date of acquisition less their
accumulated amortisation and impairment losses. Amortisation is charged to the statement of
comprehensive income on a straight line basis over the estimated life of the fund, typically 5 years.

11



3i Debt Management Investments Ltd

Notes to the accounts

No. 05655607

1 Revenue 2016 2015
£'000 £'000
Investment Management fees 21,173 21,136
Investment advisory fees 2,748 3,617
Incentive fee income - 4,896 6,953
CLO distributions 17,616 5,128
Other income - 812 1,449
47,245 38,283
2 Operati‘ng expenses 2016 2015
' £'000 £'000
Staff costs 8,867 8,804
Auditor's remuneration - audit fees 12 14
Amortisation of intangible assets 2,244 1,923
Administrative expenses 5,610 6,606
16,733 17,347
3 Staff costs 2016 2015
. £'000 £'000
Wages and salaries 7,420 7,280
Social security costs 1,006 1,033
Share based payment 62 153
Pension and other costs 285 290
Reduhdancy costs 94 48
 Total 8,867 8,804
The average number of employees during the year was 25 (2015 :27).
4 Directors' emoluments 2016 2015
' £'000 £'000
Salaries and benefits 1,104 1,034
Bonuses, incentive fées and performance fees 980 1,063
Contributions to money-purchase pension schemes - 35
Amounts receivable under long-term incentive plans 3,825 3,449
5,909 5,581

12



.3i Debt Management Investments Ltd - No. 05655607
Notes to the accounts

4 Directors' emoluments(continued)
Amounts receivable under long term incentive arrangements include balances accrued on a fair value basis,
and which have not yet been realised.

The emoluments of the highest paid director were £3,237 (2015: £2,987k), of which £2,424 (2015: £2,026k)
were payable under the long term incentive arrangements.
5 Share based payment

Deferred share awards

Certain employees receive awards of deferred shares which vest after three years subject to continued
service for that period. These awards are not subject to a performance condition. The fair value of the
deferred shares is the share price at the date of the award.

Performance based awards
The total cost recognised in the statement of comprehensive income is shown below:

2016 2015

£'000 £'000
Share awards ' ' : 62 153
B 62 153

Details of share awards outstanding during the year are as follows:
2016 2015
£'000 £'000
Qutstanding at start of the year 102,237 103,166
Exercised - - (929)
Outstanding at end of the year 102,237 102,237

The awards outstanding at the end of the year have a weighted average contractual life of 1.89 years (2015:
2.89 years). The_ cost of share awards is spread over the vesting period of four years.

6 Income taxes

2016 2015

£'000 £'000
Statement of comprehensive income ‘
Current tax - 550
‘Current tax adjustrhent in relation to prior period . (533) 11
Deferred tax ‘ 90 (524)
Deferred tax adjustment in relation to prior period ' 542 (35)
Total income taxes in the statement of comprehensive income 99 2

13



3i Debt Management Investments Ltd

Notes to the accounts

6 Income taxes(continued)

Reconciliation of income taxes in the statement of comprehenéive income
The tax for the year is different to the standard rate of corporation tax in the UK 20% ( 2015 :21%). The

differences are explained below:

No. 05655607

2016 2015

. £'000 £'000

Profit before tax 27,024 1,885
. o i . o

(P2rg:|; :t;f;:;a tax multiplied by rate of corporation tax in the UK of 20% 5.405 39 6
Expenses not deductible for tax purposes 25 137
Effect of change in deferred tax rate 124 149
Prior year adjustment 8 (24)
Group relief received for nil consideration (5,463) . (656)
Total income taxes in the statement of comprehensive income 99 2

Deferred tax

Statement of -

financial position

Statement of
comprehensive

income

2016 2016

, £'000 £'000
Deferred income tax asset

Decelerated capital allowances 14 9

Long term incentive plan 2,331 624

Deferred income tax asset 2,345 -

Deferred income tax charge in the statement of ) 632

comprehensive income

Statement of
financial position

Statement of
comprehensive

income
2015 2015
£'000 £'000
Deferred income tax asset
Decelerated capital allowances 22 ‘ -
Long term incentive plan 2,955 559
Deferred income tax asset/(liability) 2,977
Deferred income tax charge/(credit) in the ) 559

statement of comprehensive income

The UK Government announced as part of the Finance (No 2) Act 2015, which received Royal Assent on 18
November 2015, that the main rate of corporation tax rate would be reduced from 20% to 19% from 1 April
2017 and further to 18% from 1 April 2020. This will affect the rate at which future UK cash tax W||| be payable

and the rate at which deferred tax assets are expected to reverse.

14



3i Debt Management Investments Ltd No. 05655607

Notes to the accounts

6 Income taxes(continued)

An additional reduction-to 17%_(effective from_1 April 2020) was announced in the Budget on 16 March 2016.
This will reduce the company's future current tax charge accordingly. The maximum effect of this rate
change on the deferred tax asset carried forward at 31 March 2016 is £246,819.

7 Share capital Number of Amount

- (i) Ordinary shares

At 31 March 2016 and 31 March 2015

Called up, allotted and fully paid ordinary shares.of £1 each

shares

92,238

These shares were ordinary shares with no additional rights attached to them.

8 Intangible assets

£'000

92,238

In August 2012, the Company acquired the rights to hanage five European Collateralised Loan Obligations
from Invesco Management Incorporated for a consideration of £10,258K. The ‘consideration for the

management contracts were impaired by £608k during the year

following a review of expected future

cashflows.
2016 2015
A £'000 £'000
Opening cost 10,258 10,258
Closing cost 10,258 10,258
Openihg accumulated amortisation 4,880 2,957
Charge for the year 2,244 1,923
Closing accumulated amortisation 7,124 4,880
Net book value 3,134 5,378
9 Investments
Unquoted Unquoted
CLO fund CLO warehouse Total
investments investments
£'000 - £'000 £'000
At 31 March 2014 -~ 33,911 - © 33,911
Additions ‘ 57,031 14,520 71,551
Foreign exchange movement (10,425) (12) (10,437)
Fair value movements (7,104) - (7,104)
At 31 March 2015 73,413 14,508 87,921
Additions 42,661 18,130 60,791
Return of capital - (32,650) (32,650)
Foreign exchange movement 10,282 12 10,294
Fair value movements (13,554)‘ - (13,554)
At 31 March 2016 112,802 - 112,802

15



3i Debt Management Investments Ltd No. 05655607

Notes to the accounts

9 Investments (continued)

The Company classifies financial instruments measured at fair value in the investments according to the
following hierarchy

Level Fair value input description Financial instruments

Quoted prices (unadjusted) from active

markets Quoted equity instruments

Level 1

Inputs other than quoted prices included
in Level 1 that are observable either

Level 2 directly (i.e. as prices) or indirectly (| e.
derived from prlces)
 Level 3 Inputs that are not based on observable Unquoted equity instruments and ‘

market data loan instruments

The company's investments are all level 3 (2015: 100% level 3). Level 3 inputs are sensitive to assumptions
made when ascertaining fair value as described in accounting policy note J. Investments held’
at 31 March 2016 were valued using using a range of data including original arranging bank models, 3i
internal forecasts and models, trading data where available, and data from third-party valuation providers.

10 Trade and other receivables

Non-current assets 2016 2015
. £'000 £'000
Deferred tax 2,345 2,977
2,345 2,977
Current assets
2016 2015
£'000 £'000.
Prepayments and accrued income 5,706 6,341
Amounts owed by group undertakings 1,003 307
VAT recoverable - 11
Corporate tax debtor 1,600 1,465
Incentive fee receivable 9,562 10,198
17,871 18,322
11 Trade and other payables
Non current liabilities 2016 2015
£'000 £'000
Long term incentive bonus 8,016 8,012
Incentive fee payable - : 2,686 3,051
10,702 11,063

16



3i Debt Management Investments Ltd No. 05655607
Notes to the accounts

11 Trade and other payables (continued)

Current liabilities : ‘ 2016 2015
£'000 £'000

Amounts owed to group undertakings ' 2,933 1,418
Loan with group undertakings* : 2,381 1,951
Other taxes and social security costs 103 107
VAT payable 43 -
Incentive fee payable 1,566 1,484
Other payables 5,837 . 4,980
12,863 9,940

* 3i Debt Management Investments Limited has a €3m (initia! loan principle €14m) 12% interest bearing loan in place with its parent, 3i Debt
Management Limited. The loan is repayable in full on or before 22 November 2022.The loan is expected to be repaid within one year and has
therefore been shown within current liabilities.

12 Related parties

During the year the Company entered into transactions, in the ordinary course of business, with other related
parties. Those transactions with Directors of the Company are disclosed in note 4. The Company has no
other key management personnel. Each of these categories of related parties and their impact on the
financiql statements is detailed below.

The Company has a service level agreement with 3i plc for the provision of support services to the Company.

Parent company
~ Borrowing arrangements

The Company has an outstanding payablé balance with its parent company.

2016 2015

£'000 £'000
Payable at the end of the period . 2,441 1,004
The Company has an intercompany loan with its parent that accrues interest at 12% p.a

2016 2015

£'000 £'000
Loan and accrued interest at the end of the period 2,381 1,951

Fellow subsidiaries and affiliated entities
Advisory and management arrangements
Total fees incurred for advisory and management services from fellow subsidiary undertakings are detailed

below:

2016 2015
£'000 © £'000
Fees incurred during the year o 1,011 1,037

Fees received for the year ' 54 306

17



3i Debt Management Investments Ltd | | No. 05655607

Notes to the accounts

Outstanding balances
The Company has receivables and payables from fellow subsidiaries of:
' 2016 2015
. £'000 £'000
Amounts due from.subsidiaries ) 322 305

Amounts due to subsidiairies 2,192 2,365

13 Parent undertaking and controlling party
The Company's immediate parent undertaking is 3i Debt Management Ltd.

The Company's ultimate parent undertaking and controlling party is 3i Group plc which is incorporated in
Great Britain and registered in England and Wales. Copies of its group financial statements, which include
the Company, are available from 16 Palace Street, London SW1E 5JD and online at www.3i.com.

14 Hedge accounting
‘The Company previously used forward foreign exchange contracts to hedge the Euro denominated senior
management fee cash flows that it receives, these all closed out in the prior year.

In the prior year an exchange loss on the forward foreign exchange contracts of £5,000 was recognised in
other comprehensive income and a gain of £14,000 was reclassified from equity to exchange movements
within the profit for the year. The counter party for the forward foreign exchange contracts was 3i Group plc
and they were therefore related party transactions. The contracts were transacted at market rates.

15 Pension scheme

Employees of the Company are entitled to join the 3i Group defined contribution retirement benefit plan, the
assets of the plan are held seperately from those of the Company. There were payments of £nil due to the
plan at the balance sheet date (2015: £nil). Historic pension scheme allocations that employees were entitled
to join are held seperately from those of the Company.

16 Country by country reporting (Unaudited)

The Capital Requirements (Country-by-Country Reporting) Regulations 2013 apply to the Company and
information required to be published by these regulations is set out below.

- The principal activity of 3i Debt Management Investments Ltd (the “Company”) is to provide investment
management and advisory services to various debt funds. The Company carries on its principal activities in
the UK and has no overseas offices or branches. The Company also does not have any subsidiaries.

2016 2015

) £'000 £'000

Turnover ) 47,245 38,283
Profit before tax 27,024 1,885
Corporation tax (received)/paid (400) 2,777

The average number of full time equivalent employees of the Company during the périod was 25 (2015:27).
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17 Financial risk management
Financial risks

The.Company's ultimate parent company is 3i Group plc, who sets objectives, policies and processes for
managing and monitoring capital and risk as set out in the Directors’ report in the 3i Group pic annual report.
This note provides further information on the specific risks faced by the Company.

. The capital structure of the Company consists of equity and cash and cash equivalents. As an investment
firm regulated by the FCA, the Company's regulated capital requirement is reviewed regularly by the Board.
The last submission to the FCA demonstrated a capital surplus in excess of the FCA's prudential rules. The
. following risk management policies have been consistently applied throughout the year.

Credit risk

Credit risk is the risk that financial loss arises from the failure of a customer or counterparty to meet its
obligations under a contract. The Company's credit exposure is to its investments in CLO funds, debtors and
bank balances. The CLO investment is monitored monthly for value loss and debtors and cash balances are
frequently monitored for size and age. Subordinate fees that are not expected to be received for the
foreseeable future have been fully provided for. This situation is monitored closely, and the Board is updated
regularly. The Company also manages the Credit Risk of each fund, and this is controlled by the terms of
reference relating to the Investment Committee, the policies and procedures relating to each fund, and the
legal documentation to each fund.

The Company's cash is held on demand in AAA rated money market funds and on short-term deposit with
banks with a credit rating of A- or higher. The Company's investments in CLO subordinated notes do not
have a credit rating.

Liquidity risk

The procedure throughout the year has been to maintain sufficient liquidity in line with FCA regulations.
Liquidity risk is managed at the Group level as discussed in the Directors' report in the 3i Group plc annual
report. The Company's current liabilities are principally amounts owed to Group undertakings and staff
remuneration.

The table below shows the maturity of the Company's financial liabilities

Due within Due between Due between

1 year 1 and 2 years 2and 5years . Total
£'000 £'000 £'000 £'000

As at 31 March 2016 : :
Long term incentive plan 3,078 2,884 5,132 11,094
Incentive fee payable 1,566 2,668 ' 18 4,252
Loan with group undertakings 2,381 - - 2,381
Amounts owed to group undertakings 2,933 - - 2,933
Other payables 2,905 - - 2,905
12,863 5,552 5,150 - 23,565
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Interest rate risk
The Company is exposed to interest rates on banking deposits held in the ordinary course of busmess and
on the balance drawn on the credit facility provided by fellow subsidiary entity. -

A 100 basis points movement, based on the closing balance sheet posmon over a 12 month penod would .
lead to a change in total comprehensive income of £383k.

Foreign exchange risk

The Company's revenue is denominated in USD and Euros, and is subject to exchange rate risk. The
exchange rate and non-sterling cash balances are monitored regularly to mitigate this risk. The Company's
market risk is predominantly due to the Euro currency exposure relating to its Euro CLO investment,
management fee receivables, deposits and forward foreign exchange contracts. A +/- 10% movement on the
Euro against sterling would lead to a net +/-£13,454k (2015: +/- £7,527k) impact in the statement of
comprehensive income.

Operational risk

Operational risk is mitigated by the Company through the application of written procedures, and the adoption
of operational risk monitoring and measurement standards. Furthermore the Company is also subject to
independent internal audit monitoring.

20



