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The Board

Mark Fane*+, 51, (Chairman), was appointed
to the Board in 2000 and was appointed as
Chairman of the Board in 2009.

He is Chairman and Chief Executive of Crocus.
co.uk, an internet-based gardening retailer
established in 1999.

He is a non-executive director of the commercial
arm of the Royal Horticultural Society and was
also a non-executive director of Ottakar’s, a
company in the portfolio of Graphite Enterprise,
from 1992 until its takeover by HMV in July 2006.

He was a director of Graphite Capital
Management from 1988 until 1990 and was
Executive Chairman of Waterers Landscape plc
from 1990 until its sale in 2003.

Peter Dicks*+, 67, was appointed to the Board
in 1998. He was co-founder of Abingworth plc,
a venture capital investment company, where he
worked from 1973 to 1991.

Since then he has been non-executive director
or chairman of a number of companies. He is
currently Chairman of Private Equity Investor
plc and Sportingbet plc, and a director of Polar
Capital Technology Trust PLC, MearsGroup PLC
and Standard Microsystems Corporation, a U.S.
based NASDAQ listed company.

Mr Dicks is the Chairman of the Audit Committee
and is the senior independent non-executive
director.

Michael Cumming*+, 69, was appointed to the
Board in 1999. He has been involved in private
equity for 40 years having helped found Midland
Montagu Industrial Finance in 1969 and Barclays
Private Equity in 1979. He was Managing Director
of the latter from (981 to 1995.
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Since then he has undertaken a wide range of
non-executive roles. He is currently Chairman
of Private & Commercial Finance PLC, and
Chairman of the Advisory Committees for Mercia
Fund | and 2 and a director of other quoted and
unquoted companies.

Sean O'Connor*, 61, was appointed to the Board
in 2001. He worked in advertising for a number of
leading agencies from 1970 to 1991, culminating in
the role of Vice Chairman of Lowe International.

He is currently Chairman of Cape PLC,
Springboard Urban and the Sean O’Connor
Consultancy. He is the senior independent
non-executive director of Sportingbet plc and
non-executive director of Crow TV.

He was the founder of Stoves Group PLC and
Chairman until 2001. He was the Chairman of
Applied Energy, a company in the portfolio of
Graphite Enterprise, from 2002 until its sale in
2007.

Jeremy Tigue*+,50, was appointed to the Board
in 2008. He has been the fund manager of Foreign
& Colonial investment Trust plc since 1997
and a Deputy Chairman of the Association of
Investment Companies since 2006.

He is the Head of Global Equities at F&C
Management, which he joined in 1981.

He is also an Investment Advisor to the BP and
British Steel pension funds.

* Independent non-executive director
+ Member of Audit Committee
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The 30 Largest Underlying Investments

The tables below and on the following pages present the 30 companies in which Graphite Enterprise had
the largest investments by value at 31 December 2009. These investments may be held directly, through
funds, or in some cases both. The valuations are gross and are shown as a percentage of the total of
these gross figures.

Value as a %

Year of of investment

Company investment  Country portfolio
I Micheldever Tyre Services

Distributor and retailer of tyres 2006 UK 53%
2 Wagamama

Operator of Japanese noodle restaurants 1996 UK 4.3%
3 Park Holidays UK

Operator of caravan parks 2006 UK 2.6%
4 Kurt Geiger

Retailer and distributor of luxury footwear 2008 UK 2.5%
5 Standard Brands

Manufacturer of domestic fire products 2001 UK 2.1%
6 NES Group

Provider of recruitment services 2006 UK 2.1%
7 Ceridian

Provider of human resources services and payment processing services 2007 USA 1.9%
8 Norit

Supplier of water purification technologies 2007 Netherlands 1.8%
9 Weetabix

Manufacturer of breakfast cereals 2004 UK 1.8%
10 Alexander Mann Solutions

Provider of recruitment process outsourcing 2007 UK 1.4%

Total of the 10 largest underlying investments 25.8%
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The 30 Largest Underlying Investments (continued)

Value as a %

Year of of investment

Company investment  Country portfolio
I Data Explorers Group

Provider of information to the global securities lending industry 2007 UK [.3%
12 Evonik Industries

Diversified industrial group 2008 Germany 1.3%
13 Hellerman Tyton

Manufacturer of high performance cable management products 2006 UK 1.3%
14 Dominion Gases

Supplier of specialist gases to the oil and gas industries 2007 UK 1.2%
I5 Ziggo

Operator of cable TV networks 2006 Netherlands 1.2%
l6 Segur Iberica .

Provider of security services and products 2004 Spam 1.2%
17 Algeco Scotsman

Supplier and operator of modular buildings 2007 UK 1.2%
18 TMF

Provider of management and accounting outsourcing services 2008 Netherlands 1.2%
19 Balta _

Manufacturer of carpets and floor coverings 2004 Belgium [.19%
20 Intermediate Capital*

Provider of mezzanine finance 1989 UK [.196

Total of the 20 largest underlying investments 37.9%

* Quoted
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Value as a %

Year of of investment

Company investment  Country portfolio
21 Phadia

Manufacturer of medical testing equipment 2007 Sweden [.1%
22 Avanza Group ,

Operator of buses 2007 Spain [.19%
23 Stork

Diversified engineering group 2008 Netherlands [.19%
24 OPD Group*

Provider of recruitment services 2009 UK [.1%
25 Clyde Bergemann

Supplier of components for the power generation industry 2005 Germany 1.0%
26 CEVA

Manufacturer and distributor of animal health products 2007 France 1.0%
27 Alma Consulting

Provider of cost reduction and tax recovery services 2007 France 1.0%
28 Avio

Manufacturer of aerospace engine components 2007 Italy 1.0%
29 InnBrighton

Operator of nightclubs, bars and pubs 2007 UK 0.9%
30 West Corporation

Provider of outsourced communication services 2006 USA 0.9%

Total of the 30 largest underlying investments 48.1%

* The investment in this quoted company is held indirectly through an unquoted company
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Performance of Largest Underlying Investments

Enterprise 2009
value/  Net debt/ EBITDA  Proportion
EBITDA EBITDA Leverage growth  of portfolio
Top 10 Holdings 8.9x 4.7x 52.8% 20.9% 25.8%
Top 20 Holdings 9.0x 4.4x 48.9% 14.8% 37.8%
Top 30 Holdings 9.0x 4.5x 50.0% 13.0% 48.1%

Performance of the Fund Portfolio

Value at

31 December

Number of 2009

Percentage change in value funds £m
Decrease of more than 20% 6 9.8
Decrease of 10% — 20% 4 [9.0
Decrease of 0% — 10% 6 |79
Increase of 0% — 10% 5 59.7
Increase of 10% — 20% 2 [6.3
Increase of more than 20% 13 61.2
Total 36 183.9

(Note: this analysis excludes five funds valued at less than £0.5 million at 31 December 2009.)
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The |5 Largest Fund Investments

The largest funds by value at 31 December 2009 are set out below.

Outstanding
commitment  Year of Country/ Value

Company £m investment Region £m
| Graphite Capital Partners VI

Mid-market buy-outs 6.1 2003 UK 22.7
2 ICG European Fund 2006

Mezzanine loans to buy-outs 13.6 2007 Europe 147
3 Fourth Cinven Fund

Large buy-outs 10.3 2006 Europe 4.3
4 Doughty Hanson & Co V

Mid-market and large buy-outs [1.8 2006 Europe 12.1
5 Doughty Hanson & Co IV

Mid-market and large buy-outs 0.1 2005 Europe 1.2
6 Apax Europe VI

Large buy-outs 99 2007 Global 10.5
7 Thomas H Lee Equity Fund VI

Large buy-outs 10.3 2007 USA [0.1
8 Candover 2005 Fund

Large buy-outs 47 2005 Europe 8.7
9 Graphite Capital Partners VIl

Mid-market buy-outs 30.6 2007 UK 7.6
10 Deutsche Beteiligungs AG Fund IV

Mid-market buy-outs - 2002 Germany 6.4
Il Euromezzanine 5

Mezzanine loans to mid-market buy-outs 2.2 2006 France 55
12 CVC European Equity Partners Tandem Fund

Large buy-outs 3.5 2006 Global 52
13 Euromezzanine 4

Mezzanine loans to mid-market buy-outs 0.5 2002 France 49
14 TDR Capital Fund Il

Mid-market and large buy-outs 12.0 2006 Europe 4.8
15 CVC European Equity Partners Fund V

Large buy-outs 194 2008 Global 4.8

Total of the 15 largest fund investments 135.0 143.5

Percentage of total investment portfolio 62.0%
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Historical Record

Revenue Total Net asset  Mid-market
return dividend value price
per share per share per share per share
Year ended 31 December p p p p
2009 (0.11) 2.25 464.1 305.0
2008 5.12 4.5 449.0 187.0
2007 8.86 8.0 5194 474.0
2006 744 6.5 454.6 386.0
2005 10.24 8.8* 3984 364.3
2004 8.54 7.1+ 3249 283.0
2003 4.88 4.3 2892 222.3
2002 447 4.3 263.5 206.5
200! 4.38 4.3 284.8 228.5
2000 473 4.3 3339 316.0
* Includes special dividend of 4.5p per share
+ Includes special dividend of 2.8p per share
Analysis of Investors
Number of  Number of Average
31 December 2009 Investors ~ Shares held % Holding
Individuals 32,758 49,383,419 67.8 % 1,508
Insurance companies 29 8,324,325 14 % 287,046
Investment companies 40 6,632,656 9.1 % 165,816
Pension funds [5 5171332 71 % 344,755
Private equity 8 3,152,576 43 % 394,072
Other 3 248,692 03% 82,897
32,853 72,913,000 100.0% 2,219
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Investing in Private Equity

The private equity market

Private equity is a term used to describe
investment in private companies. It covers a wide
spectrum from start-up companies capitalised at
less than £1 million to large management buy-outs
capitalised at over £1 billion. The main sub-sectors
of the private equity market are venture capital,
which covers early stage investing, and buy-outs,
which covers management buy-outs, buy-ins and
similar transactions. Graphite Capital's focus is on
the buy-out market.

Buy-out investments generally involve the
purchase of entire companies. The sellers may be
the founders or other individuals, or they may be
larger companies seeking to divest subsidiaries.
Quoted companies are also bought by private
equity investors in public to private transactions.

There is less short term performance pressure on
private equity investments, making it possible to
adopt a longer term approach. When companies
are eventually ready for disposal, they may be
sold to trade or financial buyers, or they may be
floated on the stock market.

Buy-out investments are generally in well
established companies and are structured with
higher levels of debt than quoted companies,
using senior bank debt and sometimes mezzanine
debt. Mezzanine is junior debt with a higher
return than senior debt to compensate for the
greater risk. Private equity investors provide the
remainder of the funding, in the form of equity
and equity-related investments. These both carry
the greatest risk in the structure and earn the
highest return when investments are successful.

Fund investing

A private equity fund-of-funds invests primarily
in funds managed by private equity managers;
it may also invest directly in buy-outs or other
transactions.

Private equity funds are generally structured
with a life of ten years. Commitments are drawn
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down from investors as investments in underlying
companies are made and proceeds are returned
to investors as investments are realised.

Cash is typically drawn down over a period of
four to six years and may begin to be returned
in the fourth or fifth year As a result, the
maximum net amount drawn down by individual
funds is often considerably less than the amount
committed to them.

In order to achieve full or near-full investment
from a portfolio of funds, it is therefore usual to
make commitments exceeding the amount of
cash available for investment. This is described as
‘overcommitment’ in the private equity industry.

Graphite Enterprise

Graphite Enterprise makes investments mainly
through specialist private equity funds managed
by third parties but also directly. The overall
objective is to provide shareholders with long
term capital growth through investments in
unquoted companies.

Investments in UK-based medium-sized
companies are primarily made through Graphite
Capital's own funds. Investments in other sectors
of the UK market and in overseas markets are
made through third party funds selected by
Graphite Capital. As it has long experience both
of managing its own funds and of investing in third
party funds, Graphite Capital has the advantage
of an unusually broad perspective when assessing
new fund investments.

As well as investing in funds, Graphite Enterprise
makes co-investments alongside them. When
funds are considering investments that are
too large for them to make alone, they often
invite other investors to participate. Graphite
Enterprise is attractive to funds as a co-investor,
as it is able to benefit from the experience of
Graphite Capital's direct investment team in
evaluating co-investments.
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Investment Policy

The objective of Graphite Enterprise is to provide
shareholders with long term capital growth
through investment in unquoted companies,
mainly through specialist funds but also directly.

Asset allocation

Graphite Enterprise invests principally in
unquoted companies either indirectly through a
fund or directly in a company. Where investments
are made through a fund, that fund may itself be
either unquoted or quoted. Unquoted companies
in which Graphite Enterprise has an interest may
from time to time obtain a quotation and the
Company may continue to hold its interest in
quoted form. Investments in unquoted companies
and quoted companies held post-flotation will
typically comprise between 50% and 100% of the
Company's gross assets.

The Company makes a significant majority of its
investments through funds. It also invests directly,
mainly in the form of co-investments alongside funds.

The Company expects the largest part of its
investment portfolio to be in well established
companies. The Company may also invest in
infrastructure projects, early stage companies and
other unquoted investments.

Underlying investments will mostly be in equity,
or equivalent risk instruments. A minority
may also be in lower risk instruments such as
mezzanine debt.
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The Company may from time to time make
investments which provide exposure to other
asset classes or which provide exposure to
unquoted companies in other forms. These
investments (including the market exposure
provided by them) may comprise up to 40% of
the Company’s gross assets.

Risk diversification

Graphite Enterprise’s policy is to maintain an
investment portfolio which provides exposure
to unquoted companies across a broad range of
sizes, with the greatest emphasis on medium-
sized and large companies. The aim is for the
portfolio to be diversified by geography, industry
sector and year of investment. The expectation is
that the portfolio will include investments in the
order of 200 underlying companies at any given
point.

The Company will ensure that its interest in
any one company, taking into account direct
and indirect holdings, will not exceed [5% of
the Company's total investments at the time of
initial acquisition or subsequent addition. This
is a condition for the Company to maintain its
investment trust status.

It is the Company'’s policy to invest no more than
15% of its gross assets in other listed investment
companies (including listed investment trusts).
This allows other investment trusts to have larger
holdings in the shares of the Company than would
be permitted in the absence of this policy.



Borrowings

The companies in which Graphite Enterprise
invests often use borrowings to enhance the
returns to equity investors. It is also possible for
the funds through which the Company invests to
use borrowings.

The Company does not expect to take on long
term borrowings but may have long term facilities.
Short to medium term borrowings may be
required from time to time.

Overcommitment

Overcommitment is the practice of making
commitments to funds which exceed the
cash available for immediate investment.
Overcommitment is explained further in Investing
in Private Equity on page 27.

The Company may be overcommited in order to
ensure that it is more fully invested. The level of
overcommitment will be monitored regularly by
the Board and the Manager, taking into account
uninvested cash, the projected timing of cashflows
to and from the portfolio, and market conditions.
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Surplus cash

The Company holds surplus cash on deposit with
UK banks or invests it in institutional liquidity
funds. These funds invest in high quality short
term debt instruments. The Company will invest
surplus cash only in low risk assets and will limit
exposure to any one fund to 15% of gross assets.

Benchmark

The Company’'s benchmark is the FTSE
All-Share Index, which measures the share price
performance of quoted companies of all sizes in
the UK. The Board considers that this provides
the most appropriate comparator for the
Company's shareholders.

Currency risk

The Company holds investments in currencies
other than sterling and is exposed to the risk
of movements in the exchange rate of these
currencies. From time to time the Company may
put in place hedging arrangements in order to
manage currency risk.
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Investment Plans

Graphite Enterprise continues to be a member
of the F&C Investment Plans. Investors can hold
shares in Graphite Enterprise through one or
more of these plans, details of the which are set
out below.

Private Investor Plan
Investors can invest a lump sum or make regular
monthly payments.

Pension Savings Plan

Investors can enjoy tax benefits and save for
retirement using this plan. Investors can also
invest up to £3,600 per annum on behalf of a
non-working spouse or a child.

Individual Savings Account (ISA)

In the 2010/11 tax years, investors can invest up
to £10,200 free of capital gains tax or additional
income tax in an ISA. Investors can invest a lump
sum, make regular monthly payments or transfer
existing ISAs (including cash ISAs and ex-PEP ISAs).

Child Trust Fund

Parents can invest the Government voucher
issued to all children born since | September
2002. Parents, grandparents and other relatives
can add contributions totalling £1,200 per year.
Gains and income are tax free.

Children’s Investment Plan

Parents, grandparents and other relatives
can invest on behalf of a child by setting up a
designated account or bare trust.

F&C Investor Services Team

The F&C Investor Services Team aims to provide
clear answers to investors’ questions. The team is
trained to deal with all aspects of investment trust
plan management and administration. The team
provides information on Graphite Enterprise and
on investments managed by F&C Management
Ltd but cannot offer financial advice.

30

Existing investors can contact the Investor
Services Team on:

Telephone: 0845 600 3030

(UK calls charged at local rate)
Email: investorenquiries@fandc.com
Fax: 020 7410 9203

Address: F&C Plan Administration, Block C,
Western House, Lynch Wood Business Park,
Lynch Wood, Peterborough PE2 6BP.

For all other queries about investing in the F&C
Investment Plans, please contact the Investor
Services Team:

Telephone: 0800 136 420

Email: info@fandc.com Fax: 0131 243 1330
Address: F&C Investments Clandeboye Business Park
West Circular Road, Bangor BTI19 |AR.

Further information is available on F&C's website
at www.fandc.co.uk

Registrars
The registrars of Graphite Enterprise are
Computershare Investor Services plc:

Telephone: 0870 702 0010

Address: Registrars Department, PO Box 82,
The Pavillions, Bridgewater Road,

Bristol, BS99 7NH.

Potential investors are reminded that the value of
investments and the income from them may fall
as well as rise and investors may not receive back
the full amount invested. Tax benefits may vary as
a result of individual circumstances.

The information on this page has been issued by
Graphite Capital Management LLP and approved
by F&C Management Limited, both of which
are authorised and regulated in the UK by the
Financial Services Authority (FSA).
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GRAPHITE ENTERPRISE TRUST PLC

Report of the Directors

For the Year Ended 3| December 2009

This report should be read in conjunction with
the Chairman’s Statement on pages 2 to 9 and the
Manager's Review on pages 10 to 7.

Status of Company

Graphite Enterprise Trust PLC (“Graphite Enterprise”
or the “Company”) is an investment company as
defined by Section 833 of the Companies Act 2006 and
is registered and domiciled in England (No. 1571089).

During the year under review the Company carried
on the business of an investment trust. The last
accounting period for which the Company has been
approved by HM Revenue & Customs in accordance
with the provisions of Section 842 of the Income and
Corporation Taxes Act 1988 was the year ended
31 December 2008. In accordance with the self
assessment of corporation tax this approval is based
on the computations submitted by the Company
and is subject to the findings of any enquiries that
HM Revenue & Customs may make. The Company has
subsequently directed its affairs with the objective of
retaining such approval.

The Company's shares are eligible for inclusion in
Individual Savings Accounts (ISAs) and Child Trust
Funds (CTFs).

The Company makes investments both directly
and through its subsidiary limited partnerships
Graphite Enterprise Trust LP and Graphite Enterprise
Trust (2) LP. These three entities together form the
group (the “Group").

Investment Policy
The Company's investment policy is set out on pages
28 and 29. There will be no material change to the

investment policy without prior shareholder approval.

Business Review
The investment strategy, key performance indicators
and the progress of the Company are discussed in the

Chairman’s Statement and in the Manager's Review.
The Company's key performance indicator is:

* net asset value per share performance over one,

three, five and ten years.
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The risks and uncertainties facing the Company are
regularly reviewed by the Board, Audit Committee and
the Manager. The main risks are set out in Note |9 of
the Notes to the Accounts.

Corporate Social Responsibility

In carrying out its activities and in relationships with
suppliers and the community, the Company aims
to conduct itself responsibly, ethically and fairly.
The Company has no employees and the Board is
comprised entirely of non-executive directors. As an
investment trust, the Company has no direct impact

on the environment.

Dividend

The final dividend in respect of the year ended
31 December 2009 of 2.25p per share will, if approved,
be paid on 26 May 2010 to holders of ordinary shares

on the register at the close of business on 7 May 2010.

Directors

All of the directors listed on page 20 held office
throughout the year under review. In addition,
Mr Sclater served as director and chairman from
the beginning of the year until his retirement
at the Annual General Meeting ("AGM”) on
19 May 2009. All of the directors of the Company
are resident in the UK and their biographical
details on page 20 demonstrate the wide range of skills
and experience that they bring to the Board.

Mr Dicks, Mr Cumming and Mr Fane have served on
the Board for more than nine years and accordingly
stand for re-election for a further year. The Board
believes that Mr Dicks, Mr Cumming and Mr Fane
make a relevant and significant contribution and bring
considerable knowledge and experience to the Board.

Their re-election is recommended to shareholders.

The directors have each signed a letter of appointment
setting out the terms of their engagement as
non-executive directors. Copies of these letters are
available for inspection at the Company's registered
office during normal business hours and will also be
available at the AGM. No director has a service contract
with the Company. Details of the directors’ interests in
contracts and agreements are given in note 0.



In addition to the requirement of the Company's
Articles of Association that one third of the Board
is subject to retirement each year, all directors are
required to submit themselves for re-election at least
every three years.

The interests of the directors in the share capital of the
Company, which are beneficial unless otherwise noted,
were as follows:

3| December 3| December

Ordinary Shares 2009 2008
J. Sclater n/a 24,347*
M. Fane 119,250 19,250
J. Tigue 58,555 [1,639
P. Dicks 7,000 7,000
M. Cumming 10,000 5,000
S. O'Connor 20,000 =
214,805 67,236

#20,000 of these shares were owned by Mr Sclater’s

wife.

There have been no additional purchases or disposals
of shares held by directors since the year end.

Directors Remuneration

The Company has no employees or executive
directors and consequently does not have a
remuneration committee. A Directors’ Remuneration
Report, which shareholders will be asked to approve at
the Annual General Meeting, can be found on page 71.
The directors’ remuneration is not conditional upon

the resolution being passed.

Manager

Under the terms of the Company's management
agreement (the “Management Agreement”), Graphite
Capital Management LLP (“Graphite Capital” or the
“Manager”), which is authorised and regulated by
the Financial Services Authority, provides investment
management, company secretarial and general
administrative services to the Group. The management
agreement can be terminated by either party giving

not less than one year's notice.

The investment management charge is calculated as
[.5% of the Investment Portfolio, excluding investments
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in Graphite Capital funds and 0.5% of Outstanding
Commitments, excluding those to Graphite Capital
funds. The Company also pays a charge to the Manager
on its investments in Graphite Capital funds. These
charges are at the same level as those paid by third

party investors.

In 2007 the Board made a commitment of £50.0 million
to Graphite Capital Partners VIl and £20.0 million to
Graphite Capital Partners VII Top Up Fund. In 2003 the
Board made a commitment of £50.0 million to Graphite
Capital Partners VI. The Company also has a small
secondary investment in Graphite Capital Partners V.
In December 2008, the Company sold £10 million of
its commitments in each of Graphite Capital Partners
VI, Graphite Capital Partners VII and the Graphite
Capital Partners VIl Top Up Fund. In September
2009, the Board made a commitment of £3.0 million
to the Top Up Fund Plus. Other than for the Top
Up Fund, the terms of these investments specify that
annual management charges are 2.0%, calculated by
reference to total commitments for the first five years,
and thereafter by reference to the cost of unrealised
investments. For the Top Up Fund and Top Up Fund
Plus, annual management charges are 1.0%, calculated
by reference to amounts drawn down and invested.
The co-investment arrangements within these funds are
similar to those that are in place in the Group.

The directors review the activities and performance
of the Manager on an ongoing basis. In addition, the
Audit Committee carries out a formal annual review
of the Manager’s internal controls and risk management
systems and the Board annually reviews the Manager’s
investment strategy and performance. Such reviews
were carried out during the year under review. The
Board reviewed the Company's investment record
over short and long term periods, taking into account
factors including the net asset value per share and
the share price as well as the performance and
competence of the Manager. The Board is satisfied with
the past performance and with the way the Company
is managed. Based on this it is the Board's opinion
that the continuing appointment of Graphite Capital
Management LLP as Manager on the agreed terms is in
the best interests of shareholders as a whole.
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Report of the Directors (continued)

Capital

There were no movements in the number of
outstanding ordinary shares during the year. A
resolution renewing the Board's share buy back
authority is proposed at this year's AGM.

At the AGM in 2009 shareholders gave the Board
authority, which expires no later than |5 months after
the AGM, to acquire up to 10% of its issued share
capital in any twelve month period and hold those
shares in treasury for re-issue at a future date. The
resolution passed at the AGM gave the Board the
authority to disapply pre-emption rights on up to
|0% of the issued share capital to enable the Board to
re-issue any ordinary shares held in treasury without
having first to offer them to all existing shareholders.
No shares have been held in treasury during the year
or since the year end. The same resolutions are to be
submitted to this year's AGM.

Substantial Share Interests

At 30 March 2010 the Company had received
notification of the following disclosable interests in
its issued share capital: Legal and General Investment
Management Limited, 2,759,426 ordinary shares,

representing 3.8% of issued share capital at that date.

Co-investment Scheme

There are co-investment arrangements in place under
the terms of which the executives of the Manager
(or their nominees) and an associate of the Manager
(together the “Co-investors”) co-invest with the
Company through Graphite Enterprise Trust LP
(“Partnership 1) and Graphite Enterprise Trust (2)
LP (“Partnership 2"). Investments made through
Partnership | relate to new fund commitments and
new direct investments made before 24 May 2007
and investments made through Partnership 2 relate to
those made after 24 May 2007.

For so long as Graphite Capital is the manager of the
Group, the Co-investors are required to subscribe
0.5% of the Group’s cost of each new investment
made by either partnership. If an investment made by

either partnership achieves at least an 8% per annum
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compound return (the “Threshold”), the Co-investors
are entitled to a payment representing 10% of the
total of the Group's gross income and capital gains (the
““Share™) from that investment.

In Partnership |, if the Threshold is not achieved on
any individual investment, the Co-investors receive no
payment. For investments in Partnership | the Share
is paid on the cash receipt by Partnership | of gross
income and capital proceeds from investments in
excess of the Threshold or on the flotation of portfolio

companies when it may be satisfied in specie.

In Partnership 2 the cost of the Co-investors'
investment is returned to Co-investors at the same
time as the Company recovers its cost of investment.
The balance of the Share is paid on the cash receipt
by Partnership 2 of gross income and capital proceeds
from investments in excess of the Threshold or on
the flotation of portfolio companies when it may be
satisfied in specie.

Policy on payments to suppliers

The Company’s principal supplier, the Manager, is
paid for its services in accordance with the terms and
conditions of the Management Agreement. Payment
terms are negotiated with other suppliers on an
individual basis. At 31 December 2009 the Company
had no outstanding trade creditors (2008: nil)
However, there was an accrued balance for £151,000
in relation to management fees payable to the Manager
(2008: £908,000).

Corporate Governance

The Company is committed to appropriate standards
of corporate governance. The Board complies with the
principles set out in the Combined Code on Corporate
Governance issued by the Financial Reporting Council
in June 2008 (the “Combined Code").

The Board is currently comprised of five non-executive
directors. There is no Chief Executive position within
the Company as day-to-day management of the
Company's affairs has been delegated to the Manager.
The Board regularly reviews the independence



of its members and, having due regard to the
definitions and current guidelines on independence
under the Combined Code, considers all directors
to be independent. There are no relationships or
circumstances relating to the Company that are likely to
affect their judgment. Mr Dicks has been appointed as the

Senior Independent Director.

The Board considers that Mr Dicks, Mr Cumming and
Mr Fane are independent despite having served on
the Board for more than nine years. The Board is of
the view that length of service does not necessarily
compromise the independence or contribution of
directors of an investment trust, where continuity and
experience can add significantly to the strength of the
Board. Given the long term nature of the Company’s
investments the Board considers the long service of
Mr Dicks and Mr Fane as an asset.

It is the responsibility of the Board to ensure that
there is effective stewardship of the Group's affairs.
Strategic issues are determined by the Board and a
formal schedule of operational matters reserved for
the Board has been adopted. In order to enable them
to discharge their responsibilities, directors have full
and timely access to relevant information. The Board,
which meets at least four times each year reviews
the Group’s investment portfolio and investment
performance and considers financial reports. There
is also contact with the directors between meetings

where this is necessary for the Group's business.

There is an agreed procedure under which directors,
wishing to do so in the furtherance of their duties, may
take independent professional advice at the Company'’s
expense. The directors have access to the advice and

services of the company secretary.

The quorum for any Board meeting is two directors
but attendance by all directors at each meeting is
strongly encouraged. During the year under review,
four regular meetings were held and each of the
directors attended them all, apart from Mr Cumming
who was unable to attend one meeting in person and
attended by telephone. Four additional telephone
meetings were held. Mr Sclater, Mr Fane, Mr O’Connor
and Mr Cumming were each unable to attend one of
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these additional meetings. At least four directors were

present at each meeting.

During the year under review, the Board has
maintained appropriate insurance cover in respect of
legal action against the directors. The policy does not

cover dishonest or fraudulent actions by the directors.

The Board has contractually delegated responsibility
for management of the investment portfolio, the
operation of custodial services for unquoted securities
and the provision of accounting and company
secretarial services to the Manager. The operation
of custodial services for quoted securities has been

contractually delegated to a third party custodian.

Performance Evaluation

The Board has formalised a process by which to evaluate
its own performance and that of the Chairman on an
annual basis. This process is based on an open discussion
and assesment of the Board and its committees, with
the Chairman making recommendations to improve

performance where necessary.

Audit Committee

The Audit Committee of the Company operates
within written terms of reference clearly setting out its
authority and duties. It is comprised of fourindependent
directors: Mr Dicks (Chairman), Mr Cumming, Mr Fane
and Mr Tigue. There is a range of recent and relevant
financial experience among the members. The primary
role of the Committee is to review the accounting
policies, the contents of the interim and annual financial
statements, the adequacy and scope of the external
audit, the risks to which the Company is exposed, the
controls in place to mitigate those risks and compliance
with regulatory and financial reporting requirements.
The Committee meets at least three times a year. In
both 2008 and 2009 the Committee met three times with
the Company'’s auditors, PricewaterhouseCoopers LLP.
The Committee also has direct access to the auditors
as necessary at other times and the opportunity to
meet the auditors without the Manager being present.
The Committee has met this year to consider the
Company’s audit process, its financial statements, the
report of the auditors and auditor independence.
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The quorum for the Audit Committee is any two of
the four members comprising the Committee but
attendance at each meeting is strongly encouraged. Al
the meetings in the year were fully attended.

The Audit Committee has carried out a full risk and
control assessment, including reviewing the Manager's
internal controls and risk management arrangements,

the results of which were satisfactory.

The directors have overall responsibility for the
Company's systems of internal controls and for
reviewing their effectiveness. The purpose of the
controls is to ensure that the assets of the Company are
safeguarded, proper accounting records are maintained
and the financial information used within the business
and for publication is reliable. The identification,
control and evaluation of risk is assisted by a series of
quarterly investment performance reports, Manager's
reports and the Manager's annual Statement of
Internal Controls. The systems of internal controls are
designed to manage rather than eliminate risk of failure
to achieve business objectives and can only provide
reasonable, but not absolute, assurance against material

misstatement or loss.

The Manager has set out in a Statement of Internal
Controls for 2009 its control policies and procedures
with respect to the administration of the Company’s
investments which contains a report from the external
auditors. The effectiveness of these controls is monitored
by the Manager. The Audit Committee has received
and reviewed the Statement of Internal Controls.

By means of the procedures set out above, and in
accordance with “Internal Control: Guidance for
Directors on the Combined Code” published by
the Working Party of the Institute of Chartered
Accountants in England and Wales, the directors
have established an ongoing process for identifying,
evaluating and managing the significant risks faced by
the Company and have reviewed the effectiveness of
the internal control systems for the year. This process
has been in place throughout the year under review and
up to the date of this report and will be reviewed by
the Board on a regular basis going forward. This process
accords with the reviewed Turnbull guidance.
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In common with most investment trusts, the Company
does not have an internal audit function. All of the
Company's management functions are delegated
to the Manager which has its own internal control
and risk monitoring arrangements. The need for an
internal audit function is reviewed annually by the
Audit Committee.

PricewaterhouseCoopers LLP have been the Company’s
auditors for many years. The Committee remains
satisfied with their independence and effectiveness and
has therefore not considered it necessary to require an
independent tender process. A new audit partner was
appointed during the year in line with guidance issued
by the Auditing Practices Board requiring rotation after
five years for listed companies.

The Audit Committee has reviewed the provision of
non-audit services and believes them to be cost effective
and not an impediment to the auditors’ objectivity and
independence. The non-audit services are the provision
of training for the directors, review of the payments
under the co-investment schemes and occasional tax
advice. It has been agreed that all non-audit work to be
carried out by the external auditors must be ratified
by the Audit Committee. Any special projects would
be approved by the Audit Committee in advance. The
cost of non-audit services for the financial year ended
31 December 2009 was £30,000 (2008: £15,000) and
is not of a material nature.

Nominations Committee

All of the directors serve on the Nominations
Committee which meets at least once a year and when
necessary to select and propose suitable candidates for
appointment or re-appointment to the Board. When
making an appointment, the Board considers the
existing composition of the Board to determine areas
which require strengthening. External consultants may
be used if required.

The Board's tenure and succession policy seeks
to ensure that the Board is well balanced by the
appointment of directors with a range of skills and
experience. Candidates for the Board are assessed as
to the appropriateness of their skills and experience
prior to their appointment. New directors are given a



preliminary briefing on the workings of the Group by
the Chairman and by executives of the Manager.

Going Concern

Having reviewed the balance sheet and current
activities of the Group, the directors believe that it is
appropriate to continue to adopt the going concern
basis of preparation of the Group’s financial statements.
The Group'’s business activities, together with factors
likely to affect its future development, performance and
position as well as its cashflow requirement are set out
in the Chairman’s Statement and Manager’s Review on

pages 2 to |7.

Investor Relations

Both the Company’s Annual Report and Accounts,
containing a detailed review of performance and
of changes made to the investment portfolio, and
the Interim Report, containing updated information
in a more abbreviated form, are sent to investors.
At the AGM investors are given an opportunity to
question the Chairman, the other directors and the
Manager. The Manager holds regular discussions with
shareholders and values the feedback obtained in this
manner. In addition, the Board are available to enter in
to dialogue with shareholders on any relevant matter.

Charitable and Political Donations

The Company has a covenant with the Charities Aid
Foundation for £10,000 per annum (2008: £10,000).
No political donations were made in 2009 (2008: nil).

Independent Auditors

The auditors, PricewaterhouseCoopers LLP, have
indicated their willingness to continue in office and
a resolution re-appointing them and authorising the
directors to fix their remuneration will be submitted
at the AGM.
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Summary of the Company’s Articles

Set out below is a summary of:

a) certain provisions of the Company's current
Articles of Association (the “Articles”) (these were
adopted by special resolution on 25 April 2000 and
subsequently amended by special resolutions on
24 May 2007 and 4 May 2008); and

b) relevant aspects of English company law (the
Companies Act 2006).

As this is only a summary, the relevant provisions of the
Articles or the Companies Acts should be consulted if
further information is required. This summary does not
take into account changes which are proposed at the
Company's forthcoming AGM (see page 75).

Share Capital
The Company has a single class of share capital which is

divided into ordinary shares of 10 pence each.

Dividends and Distributions

Subject to the provisions of the Companies Act 2006,
the Company may by ordinary resolution declare
dividends not exceeding the amount recommended
by the Board. The Board may pay interim dividends
whenever the financial position of the Company, in the
opinion of the Board, justifies such payment.

The Board may withhold payment of all or any part of
any dividends or other monies payable in respect of the
Company’s shares from a person with an interest of
more than 0.25% (as defined in the Articles) if he has
both failed to provide the Company with information
concerning interests in those shares required to be
provided under the Companies Act 2006 and has been

served with notice in respect of that failure.

Voting rights
At any general meeting:

i) on ashow of hands every member entitled to vote
who is present in person and every person (not
being himself entitled to vote) who is present as
proxy for a member entitled to vote shall have one
vote; and
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i) on a poll every member entitled to vote who is
present in person or by proxy shall have one vote
for every share of which he is the holder,

provided that:

a) a person appointed as proxy in respect of a
share shall not be entitled to vote if the member
who appointed that person as his proxy, or (in
the case of a corporation) the duly authorised
representative of such member, exercises his right

to vote in respect of that share; and

b) subject to paragraph (a) above, in the event that on
a poll a member is present both in person and by
proxy, his proxy shall have one vote for every share
in respect of which he has been appointed and the
member shall have one vote for every other share
he holds.

If two or more persons are joint holders of a share,
then only the vote of the senior holder (determined
by the order in which the names stand in the Register)

shall be accepted.

Under the Companies Act 2006 members are entitled
to appoint a proxy, who need not be a member of
the Company, to exercise all or any of their rights
to attend, and to speak and vote on their behalf at a
general meeting. A member may appoint more than
one proxy provided that each proxy is appointed to
exercise the rights attached to a different share or

shares held by that member.

A member that is a corporation may appoint one
or more individuals to act on its behalf at a general
meeting as a corporate representative. Any person
so authorised shall be entitled to exercise the
same powers on behalf of that corporation as the
corporation could exercise if it were an individual

member of the Company.

Restrictions on voting

No member shall, unless the Board determines
otherwise, be entitled to vote at a general meeting
either in person or by proxy, or to exercise any other
right or privilege as a member in respect of a share
held by him unless all sums due and payable by him in

respect of that share has been paid to the Company.
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In addition no member shall be entitled to vote if he has
both failed to provide the Company with information
concerning interests in those shares required to be
provided under the Companies Acts and has been
served with a notice in respect of that failure.

Deadlines for exercising voting rights
Proxy forms must be submitted not less than 48 hours
before the time appointed for the holding of a general

meeting.

Transfer of shares

All transfers of shares may be made by transfer in
writing or in any other form acceptable to the Board.
The instrument of transfer shall be executed by or on
behalf of the transferor. The transferor shall remain
the holder of the shares concerned until the name of
the transferee is entered in the Register of members

of the Company.

The Board may, in its absolute discretion and without
giving any reason, refuse to register any transfer of a
share unless (a) it is in respect of a share which is fully
paid up, (b) it is in favour of a single transferee or not
more than four joint transferees, (c) it is duly stamped
(if required), and (d) it is delivered for registration
to the Company's registrar, accompanied by the
certificate for the shares to which it relates (except in
the case of a transfer where a certificate has not been

issued).

If the Board refuses to register a transfer it shall within
two months after the date on which the letter of
transfer was lodged with the Company send a notice
of the refusal to the transferee.

Appointment and replacement of directors

There shall be at least two and not more than ten
directors. A director is not required to hold any
shares in the Company. One third of the directors are
required to retire by rotation at each AGM.

The Company may by ordinary resolution appoint a
person who is willing to act to be a director, either to
fill a vacancy or as an addition to the existing Board.
The Board shall have power at any time to appoint
any person who is willing to act as a director, either
to fill vacancy or as an addition to the existing Board.
Any director so appointed shall retire at the AGM



of the Company following the appointment and shall
not be taken into account in determining the number
of directors who are to retire by rotation at that
meeting. A director who retires at an AGM (whether
by rotation or otherwise) may, if willing to act, be

re-appointed.

Powers of the directors

Subject to the Articles, the Companies Act 2006 and
any directions given by special resolution, the business
of the Company will be managed by the Board which

may exercise all the powers of the Company.

The Board may exercise all the powers of the Company
to borrow money, issue debentures or other securities
and to mortgage or charge any of its property. The
total borrowing may not, without the prior sanction
of an ordinary resolution, exceed an amount equal

to shareholders’ funds subject to certain adjustments.

Amendment of Articles of Association

The company proposes certain amendments to
the Articles of Association. These are detailed on
page 75 and predominantly relate to changes required
to conform with the Companies Act 2006.

Annual General Meeting

The Annual General Meeting of the Company will
be held at the Grosvenor House Marriott Hotel,
Park Lane, London, WIK 7TN at |1.30am on 9 May
2010. The resolutions are set out in the Notice of

Meeting on pages 76 to 79.

By order of the Board,
Graphite Capital Management LLP, Secretary

31 March 2010

GRAPHITE ENTERPRISE TRUST PLC
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GRAPHITE ENTERPRISE TRUST PLC

Consolidated Income Statement

For the year ended 31 December 2009 2008
Revenue Capital Revenue  Capital
return  return Total  return  return Total
Notes  £°000s  £’000s £°000s £'000s £'000s £'000s

Investment returns
Gains and losses on investments held at fair value 2,10 892 28,166 29,058 326 (63443) (62,117)
Income from cash and cash equivalents 2 1,020 - 1,020 5,00l - 500l
Other Income 2 17 - 17 298 = 298
Foreign exchange gains and losses - (9143) (9,143) - 12516 12,516

2,029 19,023 21,052 6,625 (50,927) (44,302)
Expenses
Investment management charges 3 (887) (2,662) (3,549) (I,110) (3,330) (4,440)
VAT reclaim - - - 647 [942 2,589
Other expenses 4 (1,170) (68) (1,238) (1,090) @8 (1,171

(2,057) (2,730) (4,787) (1,553) (1469) (3,022)
(Loss)/profit before taxation (28) 16,293 16,265 5072 (52,396) (47,324)
Taxation 6 (54) = (54) (1,337) 396 (941)
(Loss)/profit for the period (82) 16,293 16,211 3,735 (52,000) (48,265)
Attributable to:
Equity shareholders (82) 14,382 14,300 3,735 (50,527) (46,792)
Non-controlling interest - 1,911 1,911 - (1,473) (1473)
Basic and diluted earnings per share 7 19.61p (64.09p)

The columns headed ‘Total' represent the income statement for the relevant years and the columns headed

‘Revenue return’ and ‘Capital return’ are supplementary information. See note |. There is no other comprehensive

income.

The notes on pages 46 to 70 form an integral part of the financial statements.
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Consolidated Balance Sheet

GRAPHITE ENTERPRISE TRUST PLC

At 31 December 2009 2008
Notes £’000s £’000s £'000s £'000s
Non-current assets
Investments held at fair value
— Unquoted investments 10,19 228,464 188,137
— Quoted investments 10,19 2,757 4,041
231,221 192,178
Current assets
Trade and other receivables [2 690 2,750
Cash and cash equivalents [l 113,970 138,963
114,660 141,713
Current liabilities
Trade and other payables 13 1,284 2,152
Net current assets 113,376 139,561
Total assets less current liabilities 344,597 331,739
Capital and reserves
Called up share capital [4,15 7,292 7,292
Capital redemption reserve |5 2,112 2,112
Share premium |5 12,936 12,936
Capital reserve |5 304,448 290,066
Revenue reserve 15 11,576 14,939
Equity attributable to equity holders |5 338,364 327,345
Non-controlling interest 15,18 6,233 4,394
Net assets 344,597 331,739
Net asset value per share (basic and diluted) 16 464.1p 449.0p

The notes on pages 46 to 70 form an integral part of the financial statements.

The financial statements were approved by the Board of directors on 3| March 2010 and signed on its behalf by:

M. Fane

P. Dicks

Directors
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GRAPHITE ENTERPRISE TRUST PLC

Consolidated Cash Flow Statement

For the year ended 31 December 2009 2008
Notes £°000s £'000s

Operating activities

Sale of portfolio investments 13,074 24,454
Sale of portfolio of fund interests - 54,949
Purchase of portfolio investments (23,950) (77,869)
Sale of FTSE 100 Call Option - 7,693

Income received from investments 842 1,791

Other income received 1,137 5,299
Investment management charges paid (4,398) (3,204)
VAT reclaimed on investment management charges 2,271 —
Other expenses paid (756) (1,412)
Taxation paid (789) (1,731)
Net cash (outflow)/inflow from operating activities (12,569) 9970

Financing activities

Investments by non-controlling interests - 580
Distributions to non-controlling interests - (1,899)
Purchase of ordinary shares - (11,070)
Equity dividends paid (3,281) (5,833)
Net cash outflow from financing activities (3,281) (18,222)
Net decrease in cash and cash equivalents (15,850) (8,252)
Cash and cash equivalents at beginning of year 138,963 134,699
Net decrease in cash and cash equivalents (15,850) (8,252)
Effect of changes in foreign exchange rates (9,143) 12,516
Cash and cash equivalents at end of year |l 113,970 138,963

The notes on pages 46 to 70 form an integral part of the financial statements.
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Consolidated Statement of Changes in Equity

For the year ended 3| December 2009 2008

Notes £000s £'000s
Total equity at the beginning of the year 331,739 398,277
Profit/(loss) attributable to equity shareholders 14,300 (46,792)
Profit/(loss) attributable to non-controlling interests 1,911 (1,473)
Total profit/(loss) for the period and total recognised income and expenses 16,211 (48,265)
Dividends to equity shareholders 8,15 (3,281) (5,833)
Purchase of ordinary shares 14,15 = (11,070)
Net distribution to non-controlling interests™* 18 (72) (1,370)
Total equity at the end of the year 344,597 331,739

*No cash was distributed to non-controlling interests during 2009, however £72,000 was reclassified as a creditor

at the end of the year.

Parent Company Statement of Changes in Equity

For the year ended 31 December 2009 2008

Notes £’000s £'000s
Total equity at the beginning of the year 327,345 391,040
Profit/(loss) attributable to equity shareholders 14,300 (46,792)
Total profit/(loss) for the period and total recognised income and expenses 14,300 (46,792)
Dividends to equity shareholders 8,15 (3,281) (5,833)
Purchase of ordinary shares 14,15 - (11,070)
Total equity at the end of the year 338,364 327,345

The notes on pages 46 to 70 form an integral part of the financial statements.
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Parent Company Balance Sheet

At 31 December 2009 2008
Notes £’000s £°000s £'000s £'000s
Non-current assets
Investments held at fair value
— Unquoted investments 10,19 189,951 156,642
— Quoted investments 10,19 2,757 4,041
— Subsidiary undertakings |0 34,065 42,370
226,773 203,053
Current assets
Trade and other receivables 12 817 3,078
Cash and cash equivalents [ 111,886 123,268
112,703 126,346
Current liabilities
Trade and other payables 13 1,112 2,054
Net current assets 111,591 124,292
Total assets less current liabilities 338,364 327,345
Capital and reserves
Called up share capital |4,15 7,292 7,292
Capital redemption reserve |5 2,112 2,112
Share premium 15 12,936 12,936
Capital reserve I5 304,448 290,066
Revenue reserve I5 11,576 14,939
Equity attributable to equity holders 338,364 327,345
Net asset value per share (basic and diluted) 16 464.1p 449.0p

The notes on pages 46 to 70 form an integral part of the financial statements.

The financial statements were approved by the Board of directors on 31 March 2010 and signed on its behalf by:

M. Fane

P. Dicks
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GRAPHITE ENTERPRISE TRUST PLC

Parent Company Cash Flow Statement

For the year ended 3| December 2009 2008
Notes £°000s £'000s
Operating activities
Sale of portfolio investments 22,031 10,681
Sale of portfolio of fund interests - 45,499
Purchase of portfolio investments (20,104) (64,327)
Sale of FTSE 100 Call Option - 7,693
Income received from investments 991 2,817
Other income received 1,184 5,008
Investment management charges paid (4,398) (3,204)
Other expenses paid 1,245 (1,307)
Taxation paid (789) (1,731
Net cash inflow from operating activities 160 1,129
Financing activities
Purchase of ordinary shares = (11,070)
Equity dividends paid (3,281) (5,833)
Net cash outflow from financing activities (3,281) (16,903)
Net decrease in cash and cash equivalents (3,121) (15,774)
Cash and cash equivalents at beginning of the year 123,268 127,526
Net decrease in cash and cash equivalents (3,121) (15,774)
Effect of changes in foreign exchange rates (8,261) [1,516
Cash and cash equivalents at end of year [l 111,886 123,268

The notes on pages 46 to 70 form an integral part of the financial statements.
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Notes to the Accounts

| ACCOUNTING POLICIES

These financial statements relate to Graphite Enterprise Trust PLC (*‘the Company") and its subsidiaries, Graphite
Enterprise Trust LP and Graphite Enterprise Trust (2) LP (“‘the Partnerships”), together the “Group™. The registered
address and principal place of business of the Company and the Partnerships is Berkeley Square House, Berkeley
Square, London W1J 6BQ.

(a) Basis of preparation

The consolidated financial information for the year ended 3|1 December 2009 has been prepared in accordance with
the Companies Act 2006 and International Financial Reporting Standards (“IFRS™). IFRS comprises standards and
interpretations approved by the International Accounting Standards Board (“IASB”) and the International Financial
Reporting Interpretations Committee (“IFRIC") as adopted in the European Union as at 31 December 2009. These
financial statements have been prepared on a going concern basis and on the historical cost basis of accounting,
modified for the revaluation of certain assets.

The directors have at the time of approving the financial statements a reasonable expectation that the Company
and the Group have adequate resources to continue in operational existence for the foreseeable future. Further
detail is contained in the Report of the Directors on page 32.

In order to reflect the activities of an investment trust company, supplementary information which analyses the
income statement between items of a revenue and capital nature has been presented alongside the income
statement. In analysing total income between capital and revenue returns, the directors have followed the guidance
contained in the Statement of Recommended Practice for investment trusts issued by the Association of Investment
Companies in January 2009 (the “SORP").

The recommendations of the SORP which have been followed are:

» Capital gains and losses on investments sold and on investments held arising on the revaluation or disposal of
investments classified as held at fair value through profit and loss should be shown in the capital column of the

income statement.

* Returns on any share or debt security for a fixed amount (whether in respect of dividends, interest or otherwise)

should be shown in the revenue column of the income statement.

* The Board should determine whether the indirect costs of generating capital gains should also be shown in the
capital column of the income statement. If the Board decides that this should be so, the management fee should
be allocated between revenue and capital in accordance with the Board's expected long term split of returns, and
other expenses should be charged to capital only to the extent that a clear connection with the maintenance or
enhancement of the value of investments can be demonstrated.

The accounting policy regarding the allocation of expenses is set out in note I (h).

In accordance with the Company's status as a UK investment company under Section 833 of the Companies Act

2006, net capital return may not be distributed by way of dividend.

At the balance sheet date the Company had adopted all Standards and Interpretations that were either issued or
which had become effective by the year end.

The Group has adopted the following new and amended IFRSs as of | January 2009:
* IFRS 7 'Financial instruments — Disclosures’ (amended).
* IAS | (revised) ‘Presentation of financial statements'.

* IFRS 8 'Segmental Reporting’.
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| ACCOUNTING POLICIES (CONTINUED)

The following new and amended IFRS was effective during the year but has no significant impact on the financial
statements.

* IFRS 2 (amended) ‘Share-based payment'.

The following Standards and Interpretations were issued during the year, but were not effective at the balance sheet
date:

* |AS 27 (revised) ‘Consolidated and separate financial statements’.

* IFRS 3 (revised) ‘Business combinations'.

* IAS 38 (amendment) ‘Intangible Assets’.

* |[FRS 5 (amendment) ‘Measurement of non-current assets (or disposal groups) classified as ‘held-for-sale’.
* IAS | (amendment) ‘Presentation of financial statements’.

* IFRS 2 (amendments) ‘Group cash-settled and share-based payment transactions.

* IFRIC I7 ‘Distribution of non-cash assets to owners.

These standards have not been applied in preparing the financial statements for the year ended 31 December 2009.

It is not anticipated that the adoption of these standards will have any significant impact on the financial statements.

(b) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries.
Control is achieved where the Company has the power to govern the financial and operating policies of an investee
entity so as to obtain benefits from its activities. All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

(c) Financial assets
The Group classifies its financial assets in the following categories: a) at fair value through profit or loss; and b) loans
and receivables. The classification depends on the purpose for which the financial assets were acquired. The

classification of financial assets is determined at initial recognition.

Financial assets at fair value through profit or loss
The Group classifies its quoted and unquoted investments as financial assets at fair value through profit or loss.
These assets are measured at subsequent reporting dates at fair value and further details are disclosed in note |(d).

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. These are classified as current assets and measured at amortised cost using the effective interest
method. The Group's loan and receivables comprise cash and cash equivalents and trade and other receivables in
the balance sheet (notes || and 12).
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Notes to the Accounts

[ ACCOUNTING POLICIES (CONTINUED)

(d)

Investments

All investments are designated upon initial recognition as held at fair value through profit and loss (described in these

financial statements as investments held at fair value) and are measured at subsequent reporting dates at fair value.

Changes in the value of all investments held at fair value, which include returns on those investments such as

dividends and interest, are recognised in the income statement and are allocated to the revenue column or the

capital column in accordance with the SORP. More detail on certain categories of investment is set out below, and

this accounting policy also applies to subsidiaries in the Parent Company balance sheet.

©)

Unquoted investments

Fair value for unquoted investments is established by using various valuation techniques. The primary valuation
methodology used is an earnings multiple methodology, with other methodologies used where they are more
appropriate. Funds are valued at the manager’s valuation where this is consistent with the requirement to use
fair value. Where this is not the case, which is very rare, alternative methods are used as appropriate. The fair
value of direct unquoted investments is calculated in accordance with the International Private Equity and
Venture Capital Valuation (“IPEV") Guidelines issued in October 2006 and updated in September 2009.

Quoted investments

Quoted investments include both listed investments and those traded on other recognised markets. They are
held at the last traded bid price on the balance sheet date. When a purchase or sale is made under contract,
the terms of which require delivery within the timeframe of the relevant market, the contract is reflected on
the trade date.

Associates
Investments which fall within the definition of an associate under IAS 28 (Investments in associates) are

accounted for as investments held at fair value through profit and loss, as permitted by that standard.

IAS 28 requires certain disclosures to be made about associates, including summary historical financial
information, even where these associates have been accounted for in accordance with IAS 39 and held at fair
value. Graphite Enterprise has a small number of investments which fall within the definition of an associate, all

of which are held at fair value.

The disclosures required by IAS 28 have not been made. It is considered that, in the context of the current
investment portfolio, such information would not be useful to users of the accounts. Information is considered
useful if it helps users assess the net asset value of the Group or the future growth therein. Many factors are
taken into account in determining the fair value of individual investments, of which historical financial information
is only one. Taken alone, this information would not be useful in making such an assessment and would be

misleading in some instances.

Cash and cash equivalents

Cash comprises cash in hand and on-demand deposits. Cash equivalents are short-term, highly liquid investments

that are readily convertible to known amounts of cash and that are subject to an insignificant risk of changes in value.

(f) Dividend distributions
Dividend distributions to shareholders are recognised in the period in which they are paid or approved.
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(g) Income
When it is probable that economic benefits will flow to the Group and the amount can be measured reliably, interest
is recognised using the effective interest method.

Dividends receivable on quoted equity shares are brought into account on the ex-dividend date. Dividends
receivable on equity shares where no ex-dividend date is applicable are brought into account when the Group's right
to receive payment is established.

Income distributions from funds are recognised when the right to distributions is established.

(h) Expenses
All expenses are accounted for on an accruals basis. Expenses are allocated to the revenue column in the income
statement with the following exceptions:

* Expenses which are incidental to the acquisition of investments (transaction costs) are allocated to the capital
column.

» Expenses which are incidental to the disposal of investments are deducted from the disposal proceeds of
investments and therefore also effectively allocated to the capital column.

* The Board expects the substantial majority of long term returns from the portfolio to be generated from capital
gains. The investment management charges have therefore been allocated in 2008 and 2009 75% to the capital

column and 25% to the revenue column, in line with this expectation.

* Other expenses are allocated to the capital column where a clear connection with the maintenance or
enhancement of the value of investments can be demonstrated.

All expenses allocated to the capital column are treated as realised capital losses (see note |(k)).

(i) Taxation
Investment trusts which have approval as such under Section 842 of the Income and Corporation Taxes Act 1988
are not liable for taxation on capital gains.

Tax recognised in the income statement represents the sum of current tax and deferred tax charged or credited in
the period. The tax effect of different items of expenditure is allocated between capital and revenue on the same

basis as the particular item to which it relates.

Deferred tax is the tax expected to be payable or recoverable on the difference between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable

profit, and is accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised. Deferred tax assets are not recognised in respect of tax losses carried forward to future
periods.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the assets are realised. Deferred tax is charged or credited in the income statement, except when it relates to items

charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.
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(j) Foreign currency translation
The functional currency of each of the entities in the Group is sterling since that is the currency of the primary
economic environment in which the Group operates. The presentation currency for the Group and each entity in

it is also sterling.

Transactions in currencies other than sterling are recorded at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, financial assets and liabilities denominated in foreign currencies are
translated at the rates prevailing on the balance sheet date.

Gains and losses arising on the translation of investments held at fair value are included within gains and losses on
investments held at fair value in the income statement. Gains and losses arising on the translation of other financial

assets and liabilities are included within foreign exchange gains and losses in the income statement.

(k) Revenue and capital reserves
The revenue return component of total income is taken to the distributable Revenue reserve within the Statement
of Changes in Equity.

The capital return component of total income is taken to the non-distributable capital reserve within the statement
of Changes in Equity. Gains and losses on the realisation of investments including realised exchange gains and losses
and expenses of a capital nature are taken to the realised capital reserve (see note I(h)). Changes in the valuations
of investments which are held at the year end and unrealised exchange differences are accounted for in the

unrealised capital reserve.

(1) Key estimates and assumptions

Estimates and judgements used in preparing the financial information are continually evaluated and are based on
historic experience and other factors, including expectations of future events that are believed to be reasonable.
The resulting estimates will, by definition, seldom equal the related actual results.

The only estimates and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities relate to the valuation of unquoted investments which may be managed directly by

the Manager, Graphite Capital, or third party private equity firms selected by the Manager.

For investments managed by third parties, funds are valued at the Manager’s valuation where this is consistent with
the requirement to use fair value. Where this is not the case, which is rare, alternative methods are used as

appropriate.

Investments managed by Graphite Capital are valued in accordance with IPEV guidelines as set out in note I(d).
Judgement is required in order to determine the appropriate valuation methodology under these guidelines, and
subsequently in determining the inputs into the valuation models used. These judgements include making assessments
of the future earnings potential of portfolio companies and appropriate earnings multiples to apply. Although the
judgements are significant, the valuation guidelines are clear, well established and supported by a large part of the

global private equity industry.

(m) Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker who is responsible for allocating resources and assessing
performance of the segments has been identified as the Board. It is considered that the Group's operations comprise

a single operating segment.
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(n) Non-controlling interests

GRAPHITE ENTERPRISE TRUST PLC

Non-controlling interests represent the interest of the Co-investors in the assets of the Partnerships. These are

discussed further in Note 9 and Note 8.

2 GAINS AND LOSSES ON INVESTMENTS HELD AT FAIR VALUE — REVENUE RETURN

2009 2008
Group and Parent Company £’000s £'000s
Income from investments
Dividends from UK companies# 161 476
UK unfranked investment income# 127 403
Overseas interest and dividends# 136 =
Income from cash equivalents* 985 3,919
Other income from investments# 468 447
1,877 5,245
Other income
Deposit interest on cash* 35 1,082
Other 17 298
152 [,380
Total income 2,029 6,625
Analysis of income from investments
Quoted in the UK 161 476
Unquoted 1,716 4,769
1,877 5,245
# These items make up from the investment portfolio of £892,000 (2008: £1,326,000)
* These items make up income from cash and cash equivalents of £1,020,000 (2008: £5,001,000)
3 INVESTMENT MANAGEMENT CHARGES
2009 2008
Revenue Capital Total Revenue Capital Total
Group and Parent Company £°000s £°000s £’000s £'000s £'000s £'000s
Investment management fee 872 2,617 3,489 [,110 3,330 4440
Irrecoverable VAT 20 6l 8l - - -
VAT reclaim (5) (l16) (21) (647) (1,942) (2,589)
887 2,662 3,549 463 1,388 [,851

The allocation of the total investment management charges was unchanged in 2009 with 75% of the total allocated

to capital and 25% allocated to income.
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3 INVESTMENT MANAGEMENT CHARGES (CONTINUED)

The Company has borne a management charge of £438,000 (2008: £764,000) in respect of Graphite Capital
Partners VI and £795,000 (2008: £784,000) in respect of Graphite Capital Partners VII and Graphite Capital
Partners Top Up Fund. These charges are at the same level as those paid by third party investors. The Company
does not pay any additional fees to the Manager on these investments. The total investment management charges
payable by the Group to the Manager (excluding VAT), including the amounts set out in the table on the previous
page, were therefore £4,782,000 (2008: £5,988,000).

Graphite Capital Management LLP was a related party of Graphite Enterprise Trust PLC during the year. The
amounts payable during the vyear are set out above. There was an accrued amount outstanding of £151,000
(excluding VAT) as at 31 December 2009 (2008: £908,000).

4 OTHER EXPENSES

The Group did not directly employ any staff in 2008 or 2009.

2009 2008
Group and Parent company £’000s £°000s £'000s £'000s
Directors’ fees (see note 5) 165 [75
Auditors' remuneration:
Statutory audit of the Company 71 58
Additional costs of statutory audit for prior year 19 21
Other services
Auditing of accounts of the subsidiaries of
the Company required by legislation 36 23
Other services required by legislation
(interim review) 2| 22
Other 15
Total auditors' remuneration 178 139
General expenses 827 776
Other expenses allocated to revenue 1,170 1,090
Other expenses allocated to capital — transaction costs 68 8l
1,238 [171

5 DIRECTORS' REMUNERATION AND INTERESTS

The amounts paid by the Company as directors’ fees are shown in the Directors’ Remuneration Report on page 71.
No income was received or receivable by the directors from any other entity in the Group. The directors’ interests
in the share capital of the Company are shown in the Directors’ Report on page 32.
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The tax charge is lower (2008: higher) than the standard rate of corporation tax, principally due to the Company'’s

status as in investment trust, which means that capital gains are not subject to corporation tax. The effect of this

and other items affecting the tax charge is shown in note 6(b) below.

2009 2008
Group and Parent company £’000s £'000s
a) Analysis of charge in year
Tax charge on items allocated to revenue 54 1,362
Tax credit on items allocated to capital - (396)
UK corporation tax at 28.0% (2008 — 28.5%) 54 966
Adjustment in respect of prior years (relating to items allocated to revenue) - (25)
54 941

b) Factors affecting tax charge for year
Profit/(loss) on ordinary activities before tax 16,265 (47,324)
Profit/(loss) on ordinary activities multiplied by standard rate

of corporation tax in the UK of 28.0% (2008 — 28.5%) 4,554 (13,487)
Effect of:
— net capital (losses)/gains not subject to corporation tax (5,325) 14,514
— UK dividends not subject to corporation tax (45) (136)
— expenses not deductible for tax purposes 69 75
— excess management expenses carried forward 774 =
— other taxable income 26 =
— overseas tax expensed | —
Adjustment in respect of prior years - (25)
Total tax charge 54 941

Graphite Enterprise has carried forward excess management expenses of £2,766,000 and no other carried forward

deferred tax assets or liabilities (2008: nil). Due to the Company's status as an investment trust, and the intention

to continue meeting the conditions required to obtain approval in the foreseeable future, the Company has not

provided deferred tax on any capital gains and losses arising on the revaluation or disposal of investments. For all

investments the tax base is equal to the carrying amount.

The market value of the Company’s ordinary shares at 3| March 1982 was 16.0p.
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7 EARNINGS PER SHARE

2009 2008
Revenue (loss)/return per ordinary share (0.11p) 5.12p
Capital return/(loss) per ordinary share 19.72p (69.21p)
Earnings per ordinary share (basic and diluted) 19.61p (64.09p)

Revenue loss per ordinary share is calculated by dividing the revenue loss attributable to equity shareholders of
£82,000 (2008: return of £3,735,000) by the weighted average number of ordinary shares outstanding during
the year.

Capital return per ordinary share is calculated by dividing the capital return attributable to equity shareholders of
£14,382,000 (2008: loss of £50,527,000) by the weighted average number of ordinary shares outstanding during
the year.

Basic and diluted earnings per ordinary share are calculated by dividing the earnings attributable to equity
shareholders of £14,300,000 (2008: (loss of) £46,792,000) by the weighted average number of ordinary shares

outstanding during the year.

The weighted average of ordinary shares outstanding during the year was 72,913,000 (2008: 73,012,852). There
were no potentially dilutive shares, such as options or warrants, in either year.

8 DIVIDENDS

2009 2008
Group and Parent company £’000s £'000s
Final paid: 4.5p (2008: 8.0p) per share 3,28l 5,833

The Board has proposed a final dividend of 2.25p per share in respect of the year ended 3|1 December 2009 which,
if approved by shareholders, will be paid on 26 May 2010, to shareholders on the register of members at the close
of business on 7 May 2010.

9 SUBSIDIARY UNDERTAKINGS

Graphite Enterprise Trust LP and Graphite Enterprise Trust (2) LP (the “Partnerships™), which are registered in
England, were subsidiary undertakings at 3|1 December 2009.

The Company makes investments through the Partnerships, as well as directly. The Co-investors invest alongside
the Company in the Partnerships under the co-investment arrangements described in the Report of the Directors
on page 32. Contributions by the Company and the Co-investors take the form of loans to the Partnerships. The
Partnerships are subsidiary undertakings of the Company and accordingly consolidated accounts have been

prepared.
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Quoted Unquoted Total
Group £'000s £'000s £'000s
Cost at | January 2009 2,060 222971 225,031
Unrealised appreciation/(depreciation) at | January 2009 1,98l (34,834) (32,853)
Valuation at | January 2009 4,041 188,137 192,178
Movements in the year:
Purchases at cost 627 23,323 23,950
Transfer between unquoted and quoted (880) 880 =
Sales — proceeds (627) (12,446) (13,073)
— realised (losses)/gains based on carrying value at
previous balance sheet date (1,446) 216 (1,230)
Movement in unrealised appreciation 1,042 28,354 29,396
Valuation at 31 December 2009 2,757 228,464 231,22|
Cost at 31 December 2009 1,978 228,186 230,164
Unrealised appreciation at 3| December 2009 779 278 1,057
Valuation at 3| December 2009 2,757 228,464 231,22|
FTSE 100
Quoted  Unquoted  Call Option Total
Group £'000s £'000s £'000s £'000s
Cost at | January 2008 168 235966 5,271 242,405
Unrealised appreciation at | January 2008 8,569 6,388 7486 22,443
Valuation at | January 2008 9,737 242,354 12,757 264,848
Movements in the year:
Purchases at cost |,021 76,848 = 77,869
Sales — proceeds (249) (79,154) (7,693) (87,096)
— realised gains/(losses) based on carrying value at
previous balance sheet date 13 (2,542) (5,064) (7,593)
Movement in unrealised depreciation (6,481) (49,369) = (55,850)
Valuation at 3|1 December 2008 4,041 188,137 = 192,178
Cost at 31 December 2008 2,060 222,971 - 225,031
Unrealised appreciation/(depreciation) at
31 December 2008 1,981 (34,834) = (32,853)
Valuation at 3|1 December 2008 4,041 188,137 — 192,178
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[0 INVESTMENTS (CONTINUED)

2009 2008
Group £’000s £'000s
Realised losses based on cost (5,744) (7906)
Amounts recognised as unrealised in previous years 4,513 313
Realised losses based on carrying values at previous balance sheet date (1,230) (7,593)
Increase/(decrease) in unrealised appreciation/depreciation 29,396 (55,850)
Gains/(losses) on investments 28,166 (63/443)
Subsidiary
Quoted Unquoted Undertakings Total
Parent £'000s £'000s £'000s £'000s
Cost at | January 2009 2,052 185,813 35,772 223,637
Unrealised appreciation/(depreciation) at | January 2009 1,989 (29,171) 6,598 (20,584)
Valuation at | January 2009 4,041 156,642 42,370 203,053
Movements in the year:
Purchases at cost 627 19477 (11,159) 8,945
Transfer between unquoted and quoted (880) 880 — —
Sales — proceeds (627) (9,968) — (10,595)
— realised (losses) based on carrying value at previous
balance sheet date = (104) = (104)
Movement in unrealised (depreciation)/appreciation (404) 23,024 2,854 25474
Valuation at 31 December 2009 2,757 189,951 34,065 226,773
Cost at 31 December 2009 1,960 228,242 24,613 254,815
Unrealised appreciation/(depreciation) at
3| December 2009 797 (38,291) 9,452 (28,042)
Valuation at 31 December 2009 2,757 189,951 34,065 226,773
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FTSE 100 Subsidiary
Quoted Unquoted  Call Option Undertakings Total
Parent £'000s £'000s £'000s £'000s £'000s
Cost at | January 2008 [,168 196,698 5,271 26,344 229,48
Unrealised appreciation at | January 2008 8,569 4958 7486 13,178 34,191
Valuation at | January 2008 9,737 201,656 12,757 39,522 263,672
Movements in the year:
Purchases at cost |,021 63,306 = 9428 73,755
Sales — proceeds (249) (65,448) (7,693) — (73,390)
— realised gains/(losses) based on carrying
value at previous balance sheet I3 (2,207) (5,064) = (7,258)
Movement in unrealised (depreciation)/
appreciation (6,481) (40,665) = (6,580) (53,726)
Valuation at 31 December 2008 4,041 156,642 — 42,370 203,053
Cost at 31 December 2008 2,052 185,813 = 35772 223,637
Unrealised appreciation/(depreciation) at
31 December 2008 1,989 (29,171) = 6,598 (20,584)
Valuation at 3| December 2008 4,041 156,642 = 42,370 203,053
2009 2008
£°000s £'000s
Realised gains based on cost 4,475 5,905
Amounts recognised as unrealised in previous years (4,579) (13,163)
Realised losses based on carrying values at previous balance sheet date (104) (7,258)
Increase/(decrease) in unrealised appreciation 25,474 (53,726)
Gains/(losses) on investments 25,370 (60,984)
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Significant interests in Investee Undertakings
The Group had an interest of more that 20% of a class of share capital of the investee undertakings shown below
which also each represent more than % by value of the quoted and unquoted investments of the Group.

Country of Percentage
incorporation of class
Company or registration Number and class of shares held held
Standard Brands (UK) Limited UK 34,289 'A' Ordinary Shares 50%

Investee companies may issue a number of different classes of share. The percentage of the total issued ordinary
share capital held by the Company in the investee company listed above may therefore be less than the percentage
of the share classes shown.

Mr Cumming and Mr Dicks held interests in Lion/Katsu Investments S.a.rl, the parent company of Wagamama during

the year. Each of these interests represented less than 5% of the equity in these companies.

In addition the Group had an interest that was material to the Group in the following entities:

Percentage
Fund interest
Apax Europe VI 0.3
Candover 2005 Fund 09
Doughty Hanson & Co IV [.5
Doughty Hanson & Co V 0.8
Fourth Cinven Fund 0.5
Graphite Capital Partners VI 10.7
Graphite Capital Partners VII 8.4
ICG European Fund 2006 24
Thomas H Lee Equity Fund VI LP 1.2

Further information on these funds is given on page 25.

Note: There are no convertible securities. The value of fixed income securities is £15.4 million or 6.7% of the
investment portfolio. (2008: £9.4 million or 4.9% of the investment portfolio).
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2009 2008
Group Parent Group Parent
£'000s £'000s £'000s £'000s
Cash at bank and in hand 9,592 7,509 27201 |1,506
Cash equivalents 104,378 104,377 [11,762 [11,762
113,970 111,886 138,963 123,268

Cash equivalents consist of institutional money market funds. These are short-term highly liquid investments which

may normally be converted into cash within 24 hours.

2 TRADE AND OTHER RECEIVABLES — CURRENT

2009 2008
Group Parent Group Parent
£'000s £'000s £'000s £'000s
Prepayments and accrued income 690 664 419 416
VAT reclaim - - 2,331 2,331
Amounts owed by subsidiary undertakings - 153 = 331
690 817 2,750 3,078
I3 TRADE AND OTHER PAYABLES — CURRENT
2009 2008
Group Parent Group Parent
£'000s £'000s £'000s £'000s
Taxation 58 58 724 724
Accruals 624 624 1,330 1,330
Other creditors 602 430 98 —
1,284 1,112 2,152 2,054
4 SHARE CAPITAL
Authorised Issued and fully paid
Nominal Nominal
Equity share capital Number £'000s Number £'000s
Ordinary shares of 10p each
Balance at | January 2009 120,000,000 12,000 72,913,000 7,292
Balance at 31 December 2009 120,000,000 12,000 72,913,000 7,292

During the year ended 3| December 2009, the Company did not buy back any of its own shares (2008: 2,374,000).

All ordinary shares have equal voting rights.
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5 CHANGES IN EQUITY

Capital Realised  Unrealised Total Non-
Share redemption Share capital capital Revenue shareholders'  controlling Total
capital reserve premium reserve reserve reserve equity interest equity
Group £'000s £'000s £'000s £'000s £'000s £'000s £'000s £'000s £'000s

Year ended 3| December 2009
Opening balance at

| January 2009 7292 2,112 12936 320,583  (30,517) 14939 327345 4394 331,739
(Loss)/profit for the period

attributable to recognised

income and expense = = = (17,556) 31,938 (82) 14,300 [ 911 16,211
Dividends paid or approved = = = = = (3,281) (3,281) = (3,281)
Net distribution to

non-controlling interests = = = = = = = (72) (72)
Closing balance 7292 2112 12936 303,027 1421 11576 338364 6233 344,597

Capital Realised  Unrealised Total Non-
Share redemption Share capital capital Revenue shareholders'  controlling Total
capital reserve premium reserve reserve reserve equity interest equity
Group £'000s £'000s £'000s £'000s £'000s £'000s £'000s £'000s £'000s

Year ended 3| December 2008
Opening balance 7,529 1,875 12936 335,232 16431 17,037 391,040 7237 398,277
(Loss)/profit for the period

attributable to recognised

income and expense = = = (3,579) (46,948) 3,735  (46,792) (1,473)  (48,265)
Dividends paid or approved - - - - - (5,833) (5,833) = (5,833)
Purchase of own shares (237) 237 - (11,070) = - (11,070) - (11,070)
Net distribution to

non-controlling interests — — — — = — = (1,370) (1,370)
Closing balance 7292 2,112 12,936 320,583 (30,517) 14,939 327,345 4,394 331,739

The Institute of Chartered Accountants in England and Wales, has issued guidance (TECH 01/08), stating that profits arising out of a
change in fair value of assets, recognised in accordance with accounting standards, may be distributed, provided the relevant assets can
be readily converted into cash. Securities listed on a recognised stock exchange are generally regarded as being readily convertible into
cash and hence unrealised profits amounting to £779,000 (2008: £1,982,000) in respect of such securities, currently included within
the unrealised capital reserve may be regarded as distributable under company law. However, as the Company is an investment trust the
distribution of capital reserves is prohibited by the Articles of Association. These amounts are the same for the Group and the

Parent Company.
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Capital Realised  Unrealised Total

Share redemption Share capital capital Revenue shareholders’

capital reserve premium reserve reserve reserve equity

Parent £'000s £'000s £'000s £'000s £'000s £'000s £'000s

Year ended 3| December 2009

Opening balance at | January 2009 7,292 2,112 12,936 302,823 (12,757) 14939 327,345
(Loss)/profit for the period attributable to recognised

income and expense - - - (17,556) 31,938 (82) 14,300

Dividends paid or approved = = = = = (3,281) (3,281)

Closing balance 7,292 2,112 12,936 285,267 19,181 [1,576 338,364

Capital Realised  Unrealised Total

Share redemption Share capital capital Revenue shareholders’

capital reserve premium reserve reserve reserve equity

Parent £'000s £'000s £'000s £'000s £'000s £'000s £'000s

Year ended 3| December 2008

Opening balance at | January 2009 7,529 1,875 12,936 317472 34,191 17,037 391,040
(Loss)/profit for the period attributable to recognised

income and expense — — — (3,579) (46,948) 3,735 (46,792)

Dividends paid or approved - - - - — (5,833) (5,833)

Purchase of own shares (237) 237 - (11,070) - - (11,070)

Closing balance 7292 2,112 12,936 302,823 (12,757) 14,939 327,345

The loss after taxation of the parent company was £14,300,000 (2008: £46,792,000). A separate income statement for the Company
has not been included, as permitted by Section 480 of the Companies Act 2006.
6 NET ASSET VALUE PER SHARE — GROUP AND COMPANY

The net asset value per share is calculated on shareholders’ funds of £338,364,000 (2008: £327,345,000) and on 72,913,000
(2008: 72,913,000) ordinary shares in issue at the year end. There were no potentially dilutive ordinary shares, such as options or
warrants, at either year end. Calculated on both the basic and diluted basis the net asset value per share is 464.1p (2008 449.0p).
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|7 CAPITAL COMMITMENTS AND CONTINGENCIES

The Group had uncalled commitments in relation to the following portfolio investments as at 3|1 December:

2009 2008

Group Parent Group Parent

£°000s £°000s £'000s £'000s
Graphite Capital Partners VIl 30,600 30,600 32,541 32,541
CVC European Private Equity Partners V 19,351 15,481 22,852 18,281
Activa Capital Fund |l 15,979 12,783 17,775 14,220
ICG European Fund 2006 13,593 10,874 15,072 12,058
TDR Capital Fund |l 12,012 9,610 15,258 12,207
Doughty Hanson & Co V 11,824 9,460 12,882 10,306
Deutsche Beteiligungs AG Fund V 10,646 8,516 12,046 9,636
Arcadia |l Beteiligungen 10,623 8,499 13,041 10,433
Vision Capital Partners VII 10,455 8,353 [1,544 9,223
Thomas H Lee Fund VI 10,276 8,221 12,342 9,874
Fourth Cinven Fund 10,262 8,209 13,164 10,531
Apax Europe VI 9,859 7,886 16,389 13,112
AnaCap Financial Partners Il 9,175 7,340 12,016 9,613
PAI Europe V 8,955 7,164 24,670 19,736
Bowmark Capital Partners [V 8,321 6,657 8,511 6,809
Advent Central and Eastern Europe IV 7,952 6,362 9,283 7426
CSP Secondary Opportunities Fund I 7,000 5,600 7,000 5,600
Graphite Capital Partners VII Top Up Fund 6,980 6,980 6,980 6,980
Graphite Capital Partners VI 6,106 6,106 7,044 7044
Candover 2005 Fund 4,695 3,756 5,334 4,267
CVC European Equity Partners Tandem Fund 3,518 2,815 4,885 3,908
Graphite Capital Partners VII Top Up Fund Plus 3,000 3,000 = =
Segulah IV 2,850 2,280 3,665 2,932
Piper Private Equity Fund [V 2,488 1,990 2,613 2,090
Euromezzanine 5 2,221 1,777 2,611 2,089
Activa Capital Fund 1,584 1,267 [,821 1,457
Vision Capital Partners VI 885 708 |,687 [,349
Terra Firma Capital Partners Il - - 9985 7988
Other 1,966 1,561 4,296 3,425
Total 243,176 203,855 307,307 255,135

There were no other contingent liabilities or commitments (2008: nil).
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18 NON-CONTROLLING INTERESTS

Non-controlling interests represent the interests of the Co-investors in the assets of the Partnerships at the year
end (see note 9).

No cash payments were made to Co-investors during the year ended 31 December 2009. The Co-investors were
due a payment of £160,000 under the co-investment arrangements but £88,000 of this was used to fund the
Co-investors' contributions for the investments made in the period. This left a surplus in the scheme of £72,000
which was reclassified as a creditor at the end of the year.

During the year ended 3| December 2008 the Co-investors subscribed an amount of £530,000 and received cash

payments totalling £1,899,000 under the co-investment arrangements.

The non-controlling interest shown in the consolidated balance sheet represents Co-investors’ potential share of the
gains on investments calculated on the assumption that investments were realised at their valuation at the year end.

19 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Company is an investment company as defined by section 833 of the Companies Act 2006 and conducts its
affairs so as to qualify as an investment trust under the provisions of section 842 of the Income and Corporation
Taxes Act 1988 (“Section 842"). The Group's objective is to provide shareholders with long term capital growth

through investment in unquoted companies, mostly through specialist funds but also directly,

Investments in funds have anticipated lives of approximately ten years. Direct investments are made with an
anticipated holding period of between three and five years. Investment agreements will, however, usually provide
that any loans advanced to investee companies are for a longer period than this. The agreements will usually provide

for repayments to be made by instalments with provision for full repayment on sale or flotation.

Financial risk management

The Group's activities expose it to a variety of financial risks: market risk (comprising currency risk, interest rate risk
and price risk), investment risk, credit risk and liquidity risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group's
financial performance. The Manager has overall responsibility for managing the risks and the framework for
monitoring and coordinating these risks. This is monitored by the Board. The Group's financial risk management
objectives and processes used to manage these risks have not changed from the previous period and the policies
are set out below:

Market risk

(i) Currency

The Group's investments are principally in the UK and continental Europe and are primarily denominated in sterling
and in euros. There are also smaller amounts in US dollars and in other European currencies. The Group is exposed
to currency risk in that movements in the value of sterling against these foreign currencies will affect the net asset
value and the cash required to fund undrawn commitments. The Board regularly reviews the level of foreign
currency denominated assets and outstanding commitments in the context of current market conditions and may

decide to buy or sell currency or put into place currency hedging arrangements.
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The composition of the net assets of the Group by currency at 3| December 2009 and 31 December 2008 is set

out below:
Other North
European American
Sterling currencies currencies Total
3| December 2009 £'000s £'000s £'000s £'000s
Group
Investments 91933 124,455 14,833 231,221
Cash and cash equivalents and other net current assets 93,950 17,306 2,120 113,376
185,883 141,761 16,953 344,597
Parent
Investments 115,343 99,564 11,866 226,773
Cash and cash equivalents and other net current assets 93,785 15,788 2,018 [11,591
209,128 115,352 13,884 338,364
Other North
European American
Sterling currencies currencies Total
31 December 2008 £'000s £'000s £'000s £'000s
Group
Investments 73,807 103,226 15,145 192,178
Cash and cash equivalents and other net current assets 33,924 96,388 9,249 139,561
107,731 199,614 24,394 331,739
Parent
Investments [10,615 80,322 12,116 203,053
Cash and cash equivalents and other net current assets 31,813 86,882 5,597 124,292
142,428 167,204 17,713 327,345

These figures are based on the reporting currency of the funds and may overstate the foreign currency investments

as a proportion of the total investment portfolio, as certain funds which are denominated in euros have underlying

investments in the UK.

The effect of a 25% increase or decrease in the value of sterling against the euro would be a fall and a rise of

£25.] million and £27.6 million in the value or shareholders' equity at 3l

December 2009 respectively

(2008: £43.4 million and £43.2 million based on 25% increase or decrease). As explained above, this does not take

account of underlying investments made in the UK by euro denominated funds. The percentages applied are based

on market volatility in exchange rates over the year
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(ii) Interest rate risk

The fair value of the Group's investments, money market funds and cash balances are not directly affected by
changes in interest rates. The Group has no borrowings and its liabilities are therefore not affected by changes in
interest rates. However, changes in interest rates do affect interest income from institutional liquidity funds and cash
balances.

The impact on loss after tax and on shareholders’ equity of a 1.0% increase or a decrease to zero in interest rates
(2008: 5.0% increase or 1.0% decrease), in absolute terms and as a percentage of those figures, is shown in the
table below:

The percentages applied are based on market volatility in interest rates over the year. These sensitivities are not
symmetric as UK interest rates had fallen to below 1.0% as at 3| December 2009 and can not fall to less than zero.

2009 2008
Increase in  Decrease in Increase in  Decrease in
variable variable variable variable
£°000s £°000s £'000s £'000s
Total impact on loss after tax and shareholders’ equity 870 (1,020) 4,108 (822)
Total impact as a percentage of loss after tax 5.4% (6.3%) 8.5% (1.7%)
Total impact as a percentage of shareholders’ equity 0.3% (0.3%) 1.3% (0.3%)

The Group does not hedge against changes in interest rates.

(i) Price Risk

The risk that the value of a financial instrument will change as a result of changes to market prices is one that is
fundamental to the Group's objective, which is to provide long term capital growth through investment in unquoted

companies. The investment portfolio is continually monitored to ensure an appropriate balance of risk and reward
in order to achieve the Group's objective. No hedging of this risk is undertaken.

The Group is exposed to the risk of change in value of its fund investments, direct unquoted investments and quoted
investments. For quoted investments and fund investments, the market risk variable is deemed to be the price itself.
For unquoted direct investments, the market variable is deemed to be the price/earnings ratio. The impacts on loss
after tax and on shareholders’ equity, in absolute terms and as a percentage of those figures, of movements in these
variables are set out in the table below. The percentages applied are based on market volatility in prices and price/

earnings ratio.
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2009 2008
Increase in  Decrease in Increase in  Decrease in

variable variable variable variable

£°000s £°000s £'000s £'000s
30% (2008: 30%) movement in the price of fund investments
Impact on loss after tax 55,003 (55,011) 47,369 (47,327)
Impact as a percentage of loss after tax 339.3% (339.3%) 98.1% (98.1%)
Impact on shareholders’ equity 51,131 (52,763) 44,923 (45,648)
Impact as a percentage of shareholders’ equity 15.1% (15.6%) 13.7% (13.9%)
30% (2008: 30%) movement in the price/earnings ratio for direct unquoted investments
Impact on loss after tax 25,974 (28,891) 11,093 (22,225)
Impact as a percentage of loss after tax 160.2% (178.2%) 23.0% (46.0%)
Impact on shareholders’ equity 24,336 (27,307) 10,033 (21,344)
Impact as a percentage of shareholders’ equity 7.2% (8.1%) 3.1% (6.5%)
30% (2008: 30%) movement in the price of quoted investments
Impact on loss after tax 820 (828) 1,230 (1,188)
Impact as a percentage of loss after tax 5.1% 5.1% 2.5% (2.5%)
Impact on shareholders’ equity 819 (829) 1,021 (1,398)
Impact as a percentage of shareholders’ equity 0.2% (0.2%) (0.3%) (0.4%)

Credit and investment risk

(i) Investment risk

Investment risk is the risk that the financial performance of the companies in which Graphite Enterprise invest either
improves or deteriorates, thereby affecting the value of that investment. Investments in unquoted companies
whether indirectly or directly are by their nature subject to potential investment losses. The investment portfolio is
highly diversified and the Group complies with the Section 842 requirement for investment trusts not to invest more

than 15% of the portfolio in the securities of any one company at the time of initial or subsequent purchase.

(if) Credit risk

The Group'’s exposure to credit risk arises principally from its investment in money market funds and its cash
deposits. This risk is managed through diversification across a number of separate funds which have strong credit
ratings. The Group's policy is to limit exposure to any one fund to 5% of gross assets. This is regularly monitored

by the Manager as a part of its cash management process.

Each of the institutional liquidity funds in which the Company invests has a credit rating of AAAm from Standard &
Poor’s. As at 3|1 December 2009 the total invested in institutional liquidity funds was £104,400,000 (2008:
£111,800,000). Cash is held on deposit principally with two UK banks and totalled £9,600,000 (2008: £27,200,000).
Together, these represent the maximum exposure to credit risk at the balance sheet date. No collateral is held by
the Group in respect of these amounts. None of the Group's institutional liquidity funds or cash deposits were past
due or impaired at 3| December 2009 (2008: nil).

The Company does not expect any losses from non-performance by these counterparties.
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Liquidity risk

The Group has significant investments in unquoted companies which are inherently illiquid. The Group also has
substantial undrawn commitments to funds, the great majority of which are likely to be called over the next five
years. The Group aims to manages its affairs to ensure sufficient cash will be available to meet contractual
commitments when they are called and also seeks to have cash generally available to meet other short term financial
needs. All cash and cash equivalents are available on demand. The Group’s liquidity management policy involves
projecting cashflows and considering the level of liquid assets necessary to meet these.

The Group has power to enter into borrowing arrangements, both short and long term. The Group currently has

no borrowing facilities in place.

As at 31 December 2009 the Group's financial liabilities amounted to £1,284,000 of trade and other payables
(2008: £2,152,000) which were due in less than one year.

Capital Risk Management

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going concern
in order to provide returns for shareholders and to maintain an optimal capital structure. In order to maintain or
adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders (whilst remaining
within the restrictions imposed by its investment trust status), return capital to shareholders or issue new shares.
The Group currently has no debt.

Fair values estimation
The group adopted the amendment to IFRS 7 with effect from | January 2009 for financial instruments that are
measured in the balance sheet at fair value. This requires disclosure of fair value measurements categorised according

to the following fair value measurement hierarchy:
* Quoted prices (unadjusted) in active markets for identical assets or liabilities (level I).

* Inputs other than quoted prices included within level | that are observable for the asset or liability, either directly

(that is, as prices) or indirectly (that is, derived from prices) (level 2).

* Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)
(level 3).

The following table presents the group’s assets and liabilities that are measured at fair value at 3|1 December 2009:

Level | Level 2 Level 3

£'000s £'000s £'000s
Assets
Unquoted investments — indirect = = 183,918
Unquoted investments — direct = = 44,546
Quoted investments — direct 2,757 - -
Insitutional money market funds 104,378 = =
Total assets 107,135 - 228,464

The group had no financial liabilities measured at fair value at the balance sheet date.
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The following table presents the parent’s assets and liabilities that are measured at fair value at 31 December 2009.

Level | Level 2 Level 3
£'000s £'000s £'000s
Assets
Unquoted investments — indirect = = 153,784
Unquoted investments — direct = = 36,167
Quoted investments — direct 2,757 -
Subsidiary undertaking — - 34,065
Insitutional money market funds 104,377 =
Total assets 107,134 = 224,016

The group had no financial liabilities measured at fair value at the balance sheet date.

All private equity and quoted investments are valued at fair value in accordance with IAS 39. Information on the
Group's private equity investments is included in notes I(d) and 10, and information on the Group's cash and cash
equivalents is included in note | (e) and 1.

Analysis of financial assets and liabilities by measurement basis.

Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost. The
summary of significant accounting policies in note | describes how the classes of financial instruments are measured,
and how income and expenses, including fair value gains and losses, are recognised.

The following table presents the changes in level 3 instruments for the group for the year ended 31 December 2009.

Unquoted Unquoted
investments  investments
(indirect) at (direct) at

fair value fair value
through profit through profit
and loss and loss
account account Total
£'000s £'000s £'000s
Opening balances 158,167 29,970 188,137
Additions 20913 3,359 24,272
Disposals (11,919) (527) (12,446)
Gains and losses recognised in profit or loss 16,757 [1,744 28,50
Closing balance 183918 44,546 228,464
Total gains or losses for the period included in profit or loss for assets
held at the end of the reporting period 16,757 11,744 28,501
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The following table presents the changes in level 3 instruments for the parent for the year ended
31 December 2009.
Unquoted Unquoted

investments  investments
(indirect) at (direct) at

fair value fair value
through profit through profit
and loss and loss Subsidiary
account account  Undertaking Total
£'000s £'000s £'000s £'000s
Opening balances 132,664 23977 42,371 199,012
Additions 17,306 3,997 (I1,159) 10,144
Disposals (9,514) (453) (9,967)
Gains and losses recognised in profit or loss 13,328 8,646 2,854 24,828
Closing balance 153,784 36,167 34,065 224,016
Total gains or losses for the period included in profit or
loss for assets held at the end of the reporting period 13,328 8,646 2,854 24,828

20 VAT ON MANAGEMENT FEES

Graphite Enterprise Trust PLC may be entitled to repayments of VAT previously paid to Graphite Capital
Management LLP. HM Revenue and Customs (“HMRC") confirmed in October 2007 that fund management
services to investment trusts are exempt from VAT. The Manager charged VAT on its invoices to the Company for
management fees up to and including the third quarter of 2007.

The Manager has received repayment for the period from 2002-2007 and at the period end had lodged claims with
HMRC relating to the period 1990-1996. The Company and the Manager have agreed that the net amount reclaimed
by the Manager as a result of these two changes (that is, the overpaid output VAT less the resulting reduction in
input VAT recovered) will be passed to the Company.

For the year ended 31 December 2008 the Company received £258,000 and recognised a receivable of £2,331,000
and accrued interest thereon of £277,000 in respect of the claim relating to the period from 2002 onwards. The
VAT was allocated to income and capital in the ratio 25:75 and the interest was allocated to income. A further
£2,271,000 was received during the year ended 31 December 2009 bringing the total repayment for the claim for
the period from 2002 onwards to £2,529,000. The over accrual of £60,000 at 3|1 December 2008 was charged back
to income and capital in the same proportion as originally allocated.

Until all remaining uncertainties surrounding the reclaim process have been resolved, it is not practicable to quantify
the amount of VAT relating to 1990-1996 with sufficient certainty and accordingly no asset has been recognised in
these accounts. The total amount recovered is likely to be less than 0.3% of the Company’s net asset value at
31 December 2009. Any recovery will be credited to the income reserve and realised capital reserve in the same
proportion as originally charged.
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2| RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on
consolidation for the Group. Transactions between the Company and the Manager are disclosed in note 3.

Significant transactions between the parent company and its subsidiaries are shown below:

2009 2008
Subsidiary Nature of transaction £'000s £'000s
Graphite Enterprise Trust LP (Decrease)/Increase in loan balance (11,385) 5,579
Income allocated 335 335
Graphite Enterprise Trust (2) LP Increase in loan balance 226 3,850
Income allocated 10 10

Amounts owed by Amounts owed to

subsidiaries subsidiaries

2009 2008 2009 2008
Subsidiary £000s £'000s £°000s £'000s
Graphite Enterprise Trust LP 2,660 14,045 - =
Graphite Enterprise Trust (2) LP 4,075 3,850 - =
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Directors’ Remuneration Report

The directors submit this report in accordance with
the requirements of Schedule 7A to the Companies
Act 2006. An ordinary resolution will be put to the
members to approve this Report at the forthcoming
Annual General Meeting.

Remuneration Committee

As the Board of Directors is comprised solely of
non-executive directors, it has taken advantage of the
exemption granted by the Listing Rules not to appoint
a remuneration committee. The determination of the
directors’ fees is a matter dealt with by the whole
Board. The level of fees for non-executive directors is

reviewed annually by the whole Board.

The Company's Articles of Association currently limit the
aggregate fees payable to the Board of Directors to a
total of £250,000 per annum. Subject to this overall limit
and any amendment to the Articles of Association, it is
the Company's policy to determine the level of directors’
fees having regard to the level of fees payable to
non-executive directors in the industry generally, the role
that individual directors fulfil, and the time committed to
the Company’s affairs. It is not the Company's policy to
include an element of performance related pay. It is not
the Company's policy to enter in to service contracts with
its non-executive directors and no non-executive

director has a service contract with the Company.

Remuneration for Qualifying Services

The Company’s performance is measured against the
FTSE All-Share Index as this is considered to be the
most appropriate benchmark.

Performance Graph
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Source: Thomson Reuters Datastream

Estimated

Taxable Compensation value of
Salary and expense for loss of non-cash 2009 2008
Fees Bonus allowance office benefits Total Total
Name £'000s £'000s £'000s £'000s £'000s £'000s £'000s
John Sclater* I5 - - - - I5 37
Michael Cumming 29 = = = = 29 27
Peter Dicks 30 = = = = 30 29
Mark Fane 36 = = = = 36 27
Sean O'Connor 26 = = = = 26 25
Jeremy Tigue 29 = = = = 29 20
Peter Gray+ = = = = = = 10
165 - - — - 165 175

* retired on 19 May 2009 + resigned on 14 May 2008

No director had any share options or any long term incentives in 2008 or 2009.

The information in the above table has been audited — see Independent Auditors’ Report on pages 73 and 74.

The Directors’ Remuneration Report was approved by the Board of Directors on 31 March 2010 and signed on its behalf by:

M. Fane, Chairman
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Statements of Directors’ Responsibilities

The directors are responsible for preparing the Annual
Report, the Directors’ Remuneration 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 Group
and Parent company financial statements in accordance
with International Financial Reporting Standards
(IFRSs) as adopted by the European Union. Under
company law the directors must not approve the
financial statements unless they are satisfied that they
give 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 these financial
statements, the directors are required to:

* select suitable accounting policies and then apply

them consistently;

* make judgements and accounting estimates that are
reasonable and prudent;

state whether applicable IFRSs as adopted by the
European Union have been followed, subject to any
material departures disclosed and explained in the
financial statements; and

.

prepare the financial statements on the going
concern basis unless it is inappropriate to presume

that the Company will continue in business.

The directors are responsible for keeping adequate
accounting records that 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 the Group and enable them to
ensure that the financial statements and the Directors’
Remuneration Report comply with the Companies Act
2006 and, as regards the Group financial statements,
Article 4 of the IAS Regulation. They are also
responsible for safeguarding the assets of the Company
and the Group and hence for taking reasonable steps
for the prevention and detection of fraud and other

irregularities.
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The directors are responsible for the maintenance and
integrity of the company's website. Legislation in the
United Kingdom governing the preparation and
dissemination of financial statements may differ from
legislation in other jurisdictions.

Each of the directors, whose names and functions are
listed in the Report of the Directors confirm that, to

the best of their knowledge:

* the Group financial statements, which have been
prepared in accordance with IFRSs as adopted by
the EU, give a true and fair view of the assets,
liabilities, financial position and profit of the Group;
and

* the Chairman’'s statement and Manager's Review
includes a fair review of the development and
performance of the business and the position of the
group, together with a description of the principal
risks and uncertainties that it faces.

By order of the Board
M. Fane, Chairman

31 March 2010
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Independent Auditors’ Report to the
Shareholders of Graphite Enterprise Trust PLC

We have audited the financial statements of Graphite
Enterprise Trust PLC for the year ended 3| December
2009 which comprise the Consolidated Income
Statement, the Consolidated and Parent Company
Balance Sheets, the Consolidated and Parent Company
Cash Flow Statements, the Consolidated and Parent
Company Statements of Changes in Equity and the
related notes. 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 and, as regards the
parent company financial statements, as applied in
accordance with the provisions of the Companies Act
2006.

Respective responsibilities of directors and auditors
As explained more fully in the Statement of Directors’
Responsibilities set out on page 72, 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 the financial
statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland).
Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for
Auditors.

This report, including the opinions, has been prepared
for and only for the company's members as a body in
accordance with Chapter 3 of Part 6 of the
Companies Act 2006 and for no other purpose. We
do not, in giving these opinions, accept or assume
responsibility for any other purpose or to any other
person to whom this report is shown or into whose
hands it may come save where expressly agreed by our

prior consent in writing.

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 group’s and the parent 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.

Opinion on financial statements

In our opinion

* the financial statements give a true and fair view of
the state of the group’s and of the parent company’s
affairs as at 31 December 2009 and of the group’s
profit and group’s and parent company's cash flows

for the year then ended;

the group financial statements have been properly
prepared in accordance with IFRSs as adopted by
the European Union;

* the parent company financial statements have been
properly prepared in accordance with IFRSs as
adopted by the European Union and as applied in
accordance with the provisions of the Companies
Act 2006; and

* the financial statements have been prepared in
accordance with the requirements of the Companies
Act 2006 and, as regards the group financial
statements, Article 4 of the IAS Regulation.

Opinion on other matters prescribed by the
Companies Act 2006

In our opinion:

* the part of the Directors’ Remuneration Report to
be audited has been properly prepared in
accordance with the Companies Act 2006;

* the information given in the Directors’ Report for
the financial year for which the financial statements
are prepared is consistent with the financial
statements.

Under the Companies Act 2006 we are required to
report to you if, in our opinion:
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(continued)

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

* the parent company financial statements and the
part of the Directors’ Remuneration Report to be
audited are not in agreements with the accounting

records and returns; or

e certain disclosures of directors' remuneration

specified by law are not made; or

e we have not received all the information and

explanations we require for our audit.
Under the Listing Rules we are required to review:

* the directors' statement, set out on page 72, in

relation to going concern; and

* the parts of the Corporate Governance Statement
contained in the Report of the Directors relating to
the company's compliance with the nine provisions
of the June 2008 Combined Code specified for our

review.

Parwinder Purewal (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

31 March 2010
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Proposed changes to the Articles of Association

Significant changes to company law have been made by
the Companies Act 2006. These changes have been
implemented in a number of phases. The Company
began the phased implementation of the Act by
amending its articles during 2008.

The Company is required to make further amendments
to its Articles at the Annual General Meeting on
19 May 2010 in order to reflect the final draft of
changes brought in by the Companies Act 2006 and to
comply with the Shareholder Rights Regulation 2009
which came into force on | October 2009.

In addition, the Company proposes to make further
cosmetic changes to bring the terminology used in line
with the current law.

The directors are therefore proposing to adopt new
Articles of Association incorporating these changes to
take effect from the end of the Annual General
Meeting. The principal changes have been noted below.
Other changes, which are of a minor, technical or
clarifying nature are not detailed here but will be
available for review at the AGM.

The Company’s objects

The provisions regulating the operations of the
Company are currently set out in the Company’s
Memorandum and Articles of Association. The
Company’'s Memorandum contains, among other
things, the objects clause which sets out the scope of
activities the Company is authorised to undertake.

For existing companies incorporated prior to
| October 2009, the Companies Act 2006 significantly
reduces the significance of a company’s memorandum
and states that unless a company’s articles provide
otherwise, a company’'s objects are unrestricted.
Adopting a new set of articles would remove the
existing objects clause from the Company's constitution.

[t is proposed that the objects clause from the
Memorandum is incorporated into the new Articles.
This will mean there will be no change to the range of
activities the Company is allowed to undertake. Also,
it is proposed that all references to the Company’s
Memorandum are removed from the new Articles as
the remaining Memorandum provisions are deemed to
form part of the Articles.

Change of name
Previously, a company could only change its name by
special resolution. Under the Companies Act 2006 a

company will be able to change its name by other
means provided for by its articles. To take advantage of
this provision, it is proposed that the new Articles
allow the directors to pass a resolution to change the
Company’s name.

Authorised share capital and unissued shares

The Companies Act 2006 abolishes the requirement
for a company to have an authorised share capital and
the new Articles will reflect this. Directors will still be
limited as to the number of shares they can at any time
allot because allotment authority continues to be
required under the Companies Act 2006.

Redeemable shares

Under the Companies Act 1985, if a company wished
to issue redeemable shares, it had to include in its
articles the terms and manner of redemption. The
Companies Act 2006 enables directors to determine
such matters instead provided they are so authorised
by the articles. It is proposed that the new Articles will
contain such an authorisation.

Authority to purchase own shares, consolidate and
sub-divide shares, and reduce share capital

Previously, a company required specific provisions in its
articles to purchase its own shares, to consolidate or
sub-divide its shares and to reduce its share capital.
The current Articles include these enabling provisions.
Under the Companies Act 2006 a company will only
require shareholder authority to do any of these things
and it will no longer be necessary for articles to contain
enabling provisions. Accordingly it is proposed that the
relevant enabling provisions will be removed in the
new Articles.

Suspension of registration of share transfers

The current Articles permit the directors to suspend
the registration of transfers. Under the Companies Act
2006 share transfers must be registered as soon as
practicable. The power in the current Articles to
suspend the registration of transfers is inconsistent
with this requirement. Accordingly, it is proposed that
this power will be removed in the new Articles.

Adjournments for lack of quorum

Under the Companies Act 2006 as amended by the
Shareholders’ Rights Regulations, general meetings
adjourned for lack of quorum must be held at least [0
clear days after the original meeting. It is proposed that
the current Articles are changed to reflect this
requirement.

75



GRAPHITE ENTERPRISE TRUST PLC

Notice of Meeting

Notice is hereby given that the twenty-ninth Annual
General Meeting of Graphite Enterprise Trust PLC will
be held at the Grosvenor House Marriott Hotel,
Park Lane, London, WIK 7TN on |9 May 2010 at
[1.30 a.m. for the following purposes:

Resolutions 9 to |l inclusive will be proposed as
special resolutions. All other resolutions will be
proposed as ordinary resolutions.

| To receive and adopt the reports of the directors
and auditors and the Company's accounts for the
year ended 3| December 2009.

2 To declare a dividend on the ordinary shares.
3 To re-elect P. Dicks as a director.

4 To re-elect M. Cumming as a director.

5 To re-elect M. Fane as a director.

6 To re-appoint PricewaterhouseCoopers LLP as
auditors to the Company to hold office until the
conclusion of the next general meeting at which
accounts are laid before the Company, and to
authorise the directors to fix the remuneration of
the auditors.

7 To consider; and if thought fit, to approve the
Directors’ Remuneration Report for the year
ended 3| December 2009.

Authority to allot shares

8 THAT:

a) the directors be generally and unconditionally
authorised, in accordance with Section 55| of the
Companies Act 2006 (the “Act”), to exercise all the
powers of the Company to allot shares in the
Company or to grant rights to subscribe for or to
convert any security into shares in the Company up
to an aggregate nominal amount of £364,565
(representing 3,645,650 ordinary shares of [0p
each, such amount being equivalent to 5% of the
present share capital) during the period commencing
on the date of the passing of this resolution and
expiring at the conclusion of the Annual General
Meeting of the Company in 2011; and

76

b) all authorities and powers previously conferred
under Section 55| of the Act are hereby revoked,
provided that such revocation shall not have
retrospective effect.

Disapplication of pre-emption rights

9 THAT:

a) the directors be empowered to allot equity
securities wholly for cash during the period
commencing on the date of the passing of this
resolution and expiring at the conclusion of the
Annual General Meeting of the Company in 2011:

i) in connection with an allotment of shares
pursuant to the authority referred to in
resolution 8 above, up to an aggregate nominal
amount of £364,565;

i) in connection with the sale of treasury shares,
up to an aggregate nominal value of £728,401;
as if Section 561 of the Companies Act 2006
(the “Act”) did not apply to any such allotment;
and

b) by such power the directors may make offers or
agreements which would or might require equity
securities to be allotted after the expiry of such
period.

Authority to repurchase shares

|0 THAT:
the Company be and is hereby unconditionally and
generally authorised for the purpose of Section
701 of the Companies Act 2006 to make market
purchases (as defined in Section 693 of that Act) of
ordinary shares of 10p each in the capital of the
Company on such terms and in such manner as the

directors may determine, provided that:

a) the maximum number of shares which may be
purchased is 10,929,658 (being 14.99 per cent. of
the issued ordinary share capital);

b) the minimum price which may be paid for each

ordinary share is 10p;



©) the maximum price which may be paid for a share
is an amount equal to the highest of (a) 105 per
cent of the average of the closing price of the
Company's Ordinary shares as derived from the
London Stock Exchange Daily Official List for the
5 business days immediately preceding the day on
which such share is contracted to be purchased,
(b) the price of the last independent trade, or (c)
the highest current bid, as stipulated by Article 5(1)
of Commission Regulation (EC) 22 December
2003 (No 2273/2003); and

d) this authority shall expire at the conclusion of the
Annual General Meeting of the Company held in
2011 o, if earlier on the expiry of 15 months from
the date of resolution (except in relation to the
purchase of shares the contract for which was
concluded before the expiry of such authority and
which might be executed wholly or partly after
such expiry) unless such authority is varied,
revoked or renewed prior to such time.

To consider and, if thought fit, to pass the following

resolution as an ordinary resolution:

Avrticles of Association
Il That with effect from the date this resolution is
passed:

a) the Articles of Association of the Company be
amended by deleting all references to the
Company’s Memorandum of Association as its
provisions, by virtue of section 28 Companies
Act 2006, are now provisions of the Company’s
Articles of Association; and

b) the Articles of Association produced to the
meeting and initialled by the chairman of the
meeting for the purpose of identification be
adopted as the Articles of Assocation of the
Company in substitution for, and to the exclusion

of, the existing Articles of Association.

By order of the Board
Graphite Capital Management LLP Secretary
31 March 2010

Registered office:
Berkeley Square House, Berkeley Square,
London WIJ 6BQ

GRAPHITE ENTERPRISE TRUST PLC

Notes

Note |: A member entitled to attend and vote at this
meeting may appoint one or more persons as his/her
proxy to attend, speak and vote on his/her behalf at
the meeting. A proxy need not be a member of the
Company. If multiple proxies are appointed they must
not be appointed in respect of the same shares. To be
effective, the enclosed form of proxy, together with
any power of attorney or other authority under which
it is signed or a certified copy thereof, should be lodged
atthe office ofthe Company’s Registrar, Computershare
Investor Services PLC, the Pavilions, Bridgwater Road,
Bristol BS99 6ZY not later than 48 hours before the
time of the meeting. In view of this requirement,
investors holding shares in the Company through the
F&C Private Investor; Personal Equity or Pension
Savings Plans, an F&C Child Trust Fund or in a F&C
Individual Savings Accounts should ensure that forms of
direction are returned to Computershare Investor
Services PLC not later than 96 hours before the time
appointed for the meeting. The appointment of a
proxy will not prevent a member from attending the
meeting and voting in person if he/she so wishes. A
member present in person or by proxy shall have one
vote on a show of hands and on a poll every member
present in person or by proxy shall have one vote for
every ordinary share of which he is the holder. Holders
of Subscription shares are not entitled to attend and
vote at this meeting.

To appoint more than one proxy, members will need
to complete a separate proxy form in relation to each
appointment (you may photocopy the proxy form),
stating clearly on each proxy form how many shares
the proxy is appointed in relation to. A failure to
specify the number of shares each proxy appointment
relates to or specifying an aggregate number of shares
in excess of those held by the member will result in the
proxy appointment being invalid. Please indicate if the
proxy instruction is one of multiple instructions being
given. All proxy forms must be signed and should be

returned together in the same envelope.

Note 2: A person to whom this notice is sent who is a
person nominated under Section 146 of the
Companies Act 2006 to enjoy information rights (a
“Nominated Person”) may, under an agreement

between him/her and the Shareholder by whom
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Notice of Meeting (continued)

he/she was nominated, have a right to be appointed
(or to have someone else appointed) as a proxy for the
Annual General Meeting. If a Nominated Person has no
such proxy appointment right or does not wish to
exercise it, he/she may, under any such agreement,
have a right to give instructions to the Shareholder as

to the exercise of voting rights.

The statements of the rights of members in relation to
the appointment of proxies in Notes | and 2 above do
not apply to a Nominated Person. The rights described
in those Notes can only be exercised by registered

members of the Company.

Note 3: As at |15 April 2010 (being the last business day
prior to the publication of this notice) the Company’s
issued share capital and total voting rights amounted to

72,913,000 ordinary shares carrying one vote each.

Note 4: Pursuant to Regulation 41 of the Uncertificated
Securities Regulations 2001, the Company specifies that
only those Shareholders registered on the Register of
Members of the Company as at 6.00 p.m. on |7 May
2010 (or in the event that the meeting is adjourned,
only those Shareholders registered on the Register of
Members of the Company as at 6.00 p.m. on the day
which is two days prior to the adjourned meeting) shall
be entitled to attend in person or by proxy and vote at
the Annual General Meeting in respect of the number
of shares registered in their name at that time. Changes
to entries on the Register of Members after that time
shall be disregarded in determining the rights of any
person to attend or vote at the meeting.

Note 5: CREST members who wish to appoint a proxy
or proxies through the CREST electronic proxy
appointment service may do so for this meeting and
any adjournment(s) thereof by using the procedures
described in the CREST Manual, which is available to
download from the Euroclear website (www.euroclear.
com/CREST). CREST Personal Members or other
CREST sponsored members, and those CREST
members who have appointed a voting service
provider(s), should refer to their CREST sponsor or
voting service provider(s), who will be able to take the
appropriate action on their behalf.
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In order for a proxy appointment or instruction made
using the CREST service to be valid, the appropriate
CREST message (a “CREST Proxy Instruction”) must
be properly authenticated in accordance with
Euroclear's specifications and must contain the
information required for such instructions, as described
in the CREST Manual.

The message, regardless of whether it constitutes the
appointment of a proxy or to an amendment to the
instruction given to a previously appointed proxy must, in
order to be valid, be transmitted so as to be received by
the issuer's agent (ID 3RA50) by the latest time(s) for
receipt of proxy appointments specified in the notice of
meeting. For this purpose, the time of receipt will be taken
to be the time (as determined by the timestamp applied
to the message by the CREST Applications Host) from
which the issuer’s agent is able to retrieve the message by
enquiry to CREST in the manner prescribed by CREST.
After this time any change of instructions to proxies
appointed through CREST should be communicated to
the appointee through other means.

CREST members and, where applicable, their CREST
sponsors or voting service providers should note that
Euroclear does not make available special procedures
in CREST for any particular messages. Normal system
timings and limitations will therefore apply in relation
to the input of CREST Proxy Instructions. It is the
responsibility of the CREST member concerned to
take (or if the CREST member is a CREST personal
member or sponsored member or has appointed a
voting service provider(s), to procure that his CREST
sponsor or voting service provider(s) take(s)) such
action as shall be necessary to ensure that a message is
transmitted by means of the CREST system by any
particular time. In this connection, CREST members
and, where applicable, their CREST sponsors or voting
service providers are referred, in particular, to those
sections of the CREST Manual concerning practical
limitations of the CREST system and timings.

The Company may treat as invalid a CREST Proxy
Instruction in the circumstances set out in Regulation
35(5) (a) of the Uncertificated Securities Regulations
2001.



Note 6: In accordance with section 319A of the
Companies Act 2006, the Company must cause any
question relating to the business being dealt with at the
AGM put by a shareholder attending the meeting to be
answered. No such answer need be given if:

(@) to do so would:

i) interfere unduly with the preparation for the
AGM, or

i) involve the disclosure of confidential

information;

(b) the answer has already been given on a website in
the form of an answer to a question; or

(c) it is undesirable in the interests of the Company
or the good order of the meeting that the question

be answered.

Note 7: Shareholders should note that it is possible that,
pursuant to requests made by shareholders of the
Company under section 527 of the Companies Act
2006, the Company may be required to publish on a
website a statement setting out any matter relating to:
(i) the audit of the Company's accounts (including the
Auditor's Report and the conduct of the audit) that are
to be laid before the AGM; or (i) any circumstance
connected with an auditor of the Company ceasing to
hold office since the previous meeting at which annual
accounts and reports were laid in accordance with
section 437 of the Companies Act 2006. The Company
may not require the shareholders requesting any such
website publication to pay its expenses in complying
with sections 527 or 528 of the Companies Act 2006.
Where the Company is required to place a statement
on a website under section 527 of the Companies Act
2006, it must forward the statement to the Company’s
auditor not later than the time when it makes the
statement available on the website. The business which
may be dealt with at the AGM includes any statement
that the Company has been required under section 527
of the Companies Act 2006 to publish on a website.

GRAPHITE ENTERPRISE TRUST PLC

Note 8: A copy of this Notice of Annual General
Meeting is available on the Company’s website:

www.graphite-enterprise.com

Note 9: The following documents will be available for
inspection at the registered office of the Company
during usual business hours on any weekday (except
Saturdays and public holidays) until the date of the
AGM and at the place of the AGM for a period of
fifteen minutes prior to and during the meeting:

(a) the terms and conditions of appointment of

non-executive Directors; and

(b) a copy of the Current Articles of Association and
the proposed New Articles of Association.

None of the Directors has a contract of service with

the Company.

If you are in any doubt as to the content or action you
should take, you should consult immediately your
stockbroker, bank manager, solicitor, accountant or
other independent financial advisor authorised under
the Financial Services and Markets Act 2000.

If you have sold or otherwise transferred all of your
shares in the Company, please send this document,
together with the accompanying form of Proxy and
Attendance Card, to the purchaser or transferee or to
the stockbroker, bank or other agent through whom
the sale or transfer was effected for transmission to the

purchaser or transferee.
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