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ARCH SUSTAINABLE FINANCE IC LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2009

The Directors of Arch Sustainable Finance IC Limited (“thenB”) are pleased to submit their report and
audited financial statements for the year endeil&ich 2009.

THE FUND

The Fund is an incorporated cell of Arch Guernsey ICC Limitgte ICC”), a closed-end incorporated cell
company registered with limited liability in Guernsey on R&cember 2006 and authorised by the Guernsey
Financial Services Commission under the Incorporated Celinpanies Ordinance, 2006. The Fund was
registered with limited liability on 21 May 2007 ahsted on CISX in August 2007.

The Fund has created three classes of Shares designated Sladires, Euro Shares and Sterling Shares each
of which is denominated in the specified currency and whatkrpari passu to each other. Each Share Class
will hold an undivided share in a single portfolio of asse¢ddhby the Fund but may have certain assets or
liabilities attributable solely to the Share Class, suckets and liabilities to include, but not be limited to,
forward foreign exchange agreements utilised by the Man&gecurrency hedging purposes. Additional
Share Classes may be created in the future and may have tdestaes different from the Share Classes
specified above. At the date of these accountgsimdres in the Sterling class had been issued.

INVESTMENT OBJECTIVES

The investment objective of the Fund is to provide Sharedrslavith capital appreciation over the medium to
long term through an economic exposure to a diverse rangevesiments in sustainable opportunities. The
Fund is designed to capture the expected growth investmdrdse value and profitability are underpinned by
major long-term environmental, social and econamdnds.

RESULTS AND DIVIDENDS

The results for the year are shown on page 9.
The Directors do not recommend the payment of &léind for the financial year.

DIRECTORS

The Directors, all of whom are non-executive directors, aselisted on page 1. All the Directors were
appointed on incorporation. During the year businessiogiahips existed between the Directors of the Fund
and Related Parties to the Fund, these relatiogstigpdetailed in notes 3 to 5 of the financiaiestents.

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Companies (Guernsey) Law, 2008 requires Directors épgre financial statements for each financial
year which give a true and fair view of the state of affairsha Fund and of the profit or loss of the Fund for
that year. In preparing these financial statemtérgdirectors are required to:

. select suitable accounting policies and then af@yn consistently;

. make judgements and estimates that are reasonableradent;

. state whether applicable accounting standards have bdélewdd subject to any material departures
disclosed and explained in the financial statememtd

. prepare the financial statements on a going concern baksauit is inappropriate to presume that the
Fund will continue in business.

The Directors are responsible for keeping proper accogmgoords which disclose with reasonable accuracy
at any time the financial position of the Fund and to enalbdertio ensure that the financial statements comply
with The Companies (Guernsey) Law, 2008, The Protectiomedédtors (Bailiwick of Guernsey) Law, 1987
and the Fund’s principal documents. They are also respleniib safeguarding the assets of the Fund and
hence for taking reasonable steps for the preveiatiml detection of fraud and other irregularities.



ARCH SUSTAINABLE FINANCE IC LIMITED
DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2009

DIRECTORS' STATEMENTS

The Directors make the following statements:-

. so far as they are aware, there is no relevant audit infoomadif which the Company's auditor is
unaware; and

. the Directors have taken all steps they ought to have takenaie themselves aware of any relevant
audit information and established that the Compaayditor is aware of that information; and

. the financial statements give a true and fair view and havenbprepared in accordance with
International Financial Reporting Standards and with Tleen@anies (Guernsey) Law, 2008 and The
Protection of Investors (Bailiwick of Guernsey)w,al987.

THE INVESTMENT MANAGER

Arch Financial Products LLP (the "Manager") has been apgpdiinvestment Manager to the Fund pursuant to
an Investment Management Agreement dated 23 May 2007, {ffemdgement Agreement") between the
Investment Manager and the Fund.

The Manager’s appointment may be terminated on three mamkise given by either party or immediately at
any time by the Fund upon material breach of the Managemergehgent by the Manager, the insolvency,
liquidation (save for the purpose of a previously approvéttimg up) or receivership of the Manager or if the
Manager ceases to be qualified to act as such or, if for goddsafficient reason, the Fund is of the opinion
that a change of manager is desirable in the interests ofeBblalers and an Extraordinary Resolution is
passed removing the Manager.

THE ADMINISTRATOR

The Manager has delegated to Bordeaux Services (Guernseyled certain of its administrative duties
pursuant to an Administration Agreement dated 24 May 20ig, ‘(Administration Agreement”) between the
Administrator and the Manager. The Administrator has akenbappointed to act as secretary of the ICC and
the Fund.

The Administration Agreement may be terminated by eithetypan not less than three months’ notice, or
earlier upon certain breaches of the Administration Agrexnor the insolvency or receivership of either party
or if the Administrator ceases to be qualified ¢ba@s such.

CUSTODIAN

The Manager has appointed MeesPierson (C.I.) Limited a<tistodian of the Fund under the terms of a
Custodian Agreement dated 24 May 2007 (betweetQeand the Custodian).

The appointment of the Custodian can be terminated by thd Buthe Custodian (subject to the appointment
of a replacement) upon not less than three moptis' written notice or earlier upon default by grarty.

STATUS OF TAXATION

The Income Tax Authority of Guernsey has granted the Fundhpiien from Guernsey income tax under the
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 la@dnicome of the Fund may be distributed or
accumulated without deduction of Guernsey income tax. Htem under the above mentioned Ordinance
entails payment by the Fund of an annual fee of £600 for eaah igewhich the exemption is claimed. It
should be noted, however, that interest and dividend incaateuing from the Fund’s investments may be
subject to withholding tax in the country of origin. With etft from 1 January 2008 the standard rate of
income tax for most companies in Guernsey is zero per cent.Ek@mpt status continues to exist and the
Fund will continue to apply for this status.

The Fund has not suffered any withholding tax in the year sulitect investments, although withholding tax
may have been suffered within certain investmealtd hy the Fund.



ARCH SUSTAINABLE FINANCE IC LIMITED
DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2009

AUDITORS

The auditors Moore Stephens have indicated their willisgn& continue in office, and a resolution
concerning their reappointment will be proposethatAnnual General Meeting.

N Meader
Director

Date: 20 December 2009



ARCH SUSTAINABLE FINANCE IC LIMITED
INVESTMENT MANAGER'’S REPORT
FOR THE YEAR ENDED 31 MARCH 2009

The Company was incorporated in May 2007 and listed in Au@dsfThe Company share price fell by 7.97%
(offer-to-mid) in the period from inception to end March 20@or the year ended March 2009, the share price
of the Company fell by 15.02% (over the same period, the nettasmlue rose by 12.05%). As such, it has
comfortably outperformed traditional asset classes sadisi@d equities and real estate, on a like-for-like basis.
Against the backdrop of significant duress in public maskétis represents a decent return for investors, both
in absolute and relative terms. Investors should be awaitethle share price can differ from the net asset value
of the Company. At any point in time, the net asset value canidfger or lower than the share price. It is worth
pointing out that there will be occasions where there may bmgificant difference between share prices and
net asset values at a particular date, especially duringgewhere asset prices are highly volatile, leading to
post-dated changes in the net asset value calonlati

The investment strategy of the Company is to combine (indiyoaqual proportion) the exciting and profitable
features of the Investment Manager's sustainable oppitiganstrategy with the steadier risk/return
characteristics of private finance, in order to reduce alenarket risk. Given the respectable return generated
since the inception of the Company in the summer of 2007, laadelatively low volatility, it could reasonably
be argued that this strategy has been one of the very few #lvat $ucceeded in delivering uncorrelated returns
at a time when wealth destruction has been almusersal.

In terms of the sustainable opportunities segment of théfgar of the Company, the central investment
proposition is to prosper from (i) the growing scarcity oftural resources on our planet, (ii) the increasing
regulatory costs of their usage and (iii) socio-economid @emographic trends as the world population
continues to grow and urbanise. Governments, investordasihesses all have vested interests to continue to
exploit their natural resources and to develop major imfugsural projects, in order to better serve the future
needs of their populations. At the same time environmerte@dardship is an increasingly dominant global
investment theme.

Similarly long term socio-economic trends and infrastouat demands are driving changes in investment
behaviour within developed and developing nations. Wasgtandards of living are becoming much more
prevalent in the newly industrializing world, and this isvilig demand for life essentials such as the provision
of food, water, health, energy, housing and industrialastiructure. The continuing supply/demand imbalance
in natural resources provides a large number of risk-sigesidopportunities for investment, in natural resource
assets, transportation and distribution. By focusing @tose and value chains where there is a structural supply
shortage, the Company is less vulnerable to cyclical chamgeable to obtain a higher likelihood of decent
returns with lower risk.

Sample investment exposures within this segmetiteoportfolio of the Company include the following:

. An investment into a general partnership that invests immmanies at the forefront of using and/or
producing climate change technology. This investiieestill in its early stages;

. An investment into a Fund that invests into distressed tifairance policies (this has produced extremely
favourable returns over the past year);

. An investment into a Fund that is a specialist investor ia Bhihd non-life securities (this has delivered
respectable positive returns over the past finhyeiar);

. An investment into a Fund that invests into collateraliseghogt finance loans to Latin American
companies involved in the production of bio-energy (resuaver the past six-nine months have been
decent);

. An investment into a Fund that derives regular royalty inedimom oil and gas rights (again, this has
generated very good returns over the past 12-18hmapn



ARCH SUSTAINABLE FINANCE IC LIMITED
INVESTMENT MANAGER’S REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2009

The private finance segment of the Company constitutedrak@6% of the assets as at March 31st 20009.
Within the private finance segment, the Company has twoendfit types of exposure, firstly through an
investment into the shares of various private finance agtiganies run by Arch (around 18% of the Company’s
assets), and secondly through an exposure to some diregth@sked shipping loans (around 8% of the
Company’s assets).

The investment in the private finance cell companies is a whyroviding shareholders with a widely
diversified exposure to this asset class. The underlyingstments in the cell companies are generally well-
collateralised cash flow financings for companies at ativa rates driven by scarceness of capital. Private
finance is also referred to asset-backed lending and camdedridge financing, term lending and structured
financing arrangements. In general terms, these privatnée cell companies performed reasonably well for
most of the last financial year — for example, the Sterlingreftlass of Arch Private Finance IC Ltd rose by 5%
in the nine months to December 2008.

However, the share prices fell significantly in the firstagier of 2009, especially in March, most likely
reflecting the selling pressure exerted by major investhus in turn to redemptions by their investors. With
regard to the asset-backed shipping loans undertaken @dhmwany, the decline in the value of the shipping
collateral underpinning these loans has been a drag onrperfice. However, in recent months these loans have
been restructured in an attempt to ensure resgeaiak-adjusted returns over time.

Despite the worst liquidity environment for decades, casiels within the Company is slowly improving, both
on a current cash and forward cash basis. This is an impateugiopment, as liquidity pressures are the most
damaging to value preservation at this time.

Arch Financial Products LLP
31 March 2009

ADDITIONAL POST-MARCH 2009 COMMENTARY ON ANY SIGNIF ICANT DEVELOPMENTS

Since the end of the financial year for the Company, globaitahmarkets have experienced a significant
recovery, after a period of unprecedented turmoil in theipres 12-18 months. For example, most of the major
equity indices (such as the FTSE 100) have risen by 50% shredotvs recorded in the first half of March
2009. Although equity and credit markets have recoveradesasset markets remain somewhat depressed, such
as residential and commercial property. Some stabilindias been observed very recently, but property market
conditions overall remain challenging.

Private market assets have generally lagged the recovamyliic markets, as might be expected, it is worth
pointing out that private assets did not fall as hard as plyblisted securities in the first instance. In the private
equity space, deal flow has definitely improved over receminths and the prospects are encouraging,
notwithstanding the ongoing dearth of credit availabilltyprivate finance, the recovery in collateral values has
provided some comfort to lenders. However it is fair to saat tthe general disposition towards asset backed
lending remains very cautious and that distressed opptigsirstill abound. Reflecting on developments over
recent months, the Company has disposed of some of its ekferrd holdings in order to generate liquidity. At
this time the cash position of the Company is Vergithy.

Arch Financial Products LLP
30 November 2009



ARCH SUSTAINABLE FINANCE IC LIMITED
INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF ARCH SUSTAINABLE FINANCE IC LIMIT ED

We have audited the financial statements of Arch SustagnBbiance IC Limited (the "Fund") for the year
ended 31 March 2009 which comprise the Income StatemenB#ilance Sheet, the Statement of Changes in
Net Assets attributable to holders of Participating RededenPreference Shares, the Statement of Cash Flows
and the related notes. These financial statements havedrepared under the accounting policies set out
therein.

This report is made solely to the Fund's members, as a bodgcimrdance with Section 262 of The Companies
(Guernsey) Law, 2008. Our audit work has been undertakematowe might state to the Fund's members
those matters we are required to state to them in an auditgps'rt and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume resgbiysio anyone other than the Fund and the
Fund's members as a body, for our audit work,Hiw ieport, or for the opinions we have formed.

Respective responsibilities of Directors and Auditics

The Directors' responsibilities for preparing the finat@tatements in accordance with applicable Guernsey
Law and International Financial Reporting Standards (‘$FRas set out in the Directors’ Report on pages 2 to
4.

Our responsibility is to audit the financial statements ttadance with relevant legal and regulatory
requirements and International Standards on Awgl{ti¥K and Ireland).

We report to you our opinion as to whether the financial sta&tets give a true and fair view and are properly
prepared in accordance with The Companies (Guernsey) L@®8,2Z'he Protection of Investors (Bailiwick of
Guernsey) Law, 1987 and the Fund's principal documents. &t r@port to you if, in our opinion, the
information in the Directors' Report is not consistent wittle financial statements, if the Fund has not kept
proper accounting records or if we have not received all fifierination and explanations we require for our
audit.

We read the other information contained in the Annual Repad consider wheter it is consistent with the
audited financial statements. The other information cdasesr only the directors' report, the investment
manager's report and the portfolio statement. We consiaemtplications for our report if we become aware
of any apparent misstatements or material inconsistendgitbsthe parent company financial statements. Our
responsibilities do not extend to any other infdiora

Basis of Opinion

We conducted our audit in accordance with Internationah@eds on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examinatiom aatest basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also iredudn assessment of the significant estimates and
judgements made by the Directors in the preparation of thentiial statements, and of whether the accounting
policies are appropriate to the Fund's circumstanmensistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all thenrdton and explanations which we considered
necessary in order to provide us with sufficient evidencegitee reasonable assurance that the financial
statements are free from material misstatement, whetheedaby fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequddi® presentation of information in the financial
statements.



ARCH SUSTAINABLE FINANCE IC LIMITED
INDEPENDENT AUDITORS' REPORT (continued)
TO THE MEMBERS OF ARCH SUSTAINABLE FINANCE IC LIMIT ED

Opinion
In our opinion the financial statements:

e give a true and fair view, in accordance with IFRS, of theeststthe Fund's affairs as at 31 March 2009
and of its loss for the year then ended; and

« have been properly prepared in accordance with The ConmpéBisernsey) Law, 2008, The Protection of
Investors (Bailiwick of Guernsey) Law, 1987 and Ewand's principal documents.

MOORE STEPHENS
Chartered accountants
Town Mills South

La Rue du Pre

St. Peter Port
Guernsey

GY1 3HZ

Date: 20 December 2009



ARCH SUSTAINABLE FINANCE IC LIMITED
INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2009

Year ended Period from 21
31 March May 2007 to 3.

Notes 2009 March 2008
£ £

INCOME
Bank interest 35,01t 114,999
Investment interest 199,53t 140,450
Dividend income 40,92¢ 35,787
Other net changes in fair value on financial asaetsfinancial
liabilities at fair value through profit or loss - 1,533,101
Total income 275,48 1,824,337
Expense
Administration fees 3,4 16,24 6,852
Audit fees 9,50t 1,116
Custodian fees 4 13,89: 7,151
Directors' fees and expenses 5 29! 230
Foreign exchange loss 1,918,61! 117,786
Investment manager's initial dealing charge 3 - 152,728
Management fees 3 247,11 131,947
Performance fees 3 50,80 252,517
Other operating expenses 12,15. 20,906
Other net changes in fair value on financial asaetsfinancial
liabilities at fair value through profit or loss 1,222,102 -
Total expense 3,490,73: 691,233
(Decrease)/increase in net assets attributable tolders of
Participating Redeemable Preference Shares durindghe
year/period (3,215,253) 1,133,104
Weighted average shares in existence during thépgzad 16,193,71° 9,638,589
(Loss)/earnings per Participating Redeemable Prefence Share (£0.20 £0.12

The notes on page 13 — 25 form an integral pattede financial statements.
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ARCH SUSTAINABLE FINANCE IC LIMITED
BALANCE SHEET
AS AT 31 MARCH 2009

Notes 200¢ 2008
£ £

Asset:
Current asset:
Financial assets at fair value through profit @slo 6 14,596,93¢ 14,110,497
Other receivables and prepayments 7 18,48 78,947
Cash and cash equivalents 2,431,47- 1,034,737
Total asset: 17,046,89¢ 15,224,181
Equity and liabilities
Share Capital — Management Shares 10 y 2
Participating Redeemable Preference Shares 10 18,676,37¢ 13,676,376
Retained (deficit)/earnings 10 (2,082,14¢ 1,133,104
Total equity 16,594,22¢ 14,809,482
Liabilities
Current liabilities
Net amounts due out on open forward foreign exchang 11 27,22¢ 144,063
Amounts due to brokers 363,10: -
Other payables 8 62,34: 270,636
Total liabilities 452,67( 414,699
Total equity and liabilities 17,046,89¢ 15,224,18!
Net Asset Value per Participating Redeemable Prefence 12 £0.920: £1.0829

These financial statements were approved by thedlmal authorised for issue on 20 December 2009.

For and on behalf of
ARCH SUSTAINABLE FINANCE IC LIMITED

N Meader

Director

The notes on page 13 — 25 form an integral pattede financial statements.
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ARCH SUSTAINABLE FINANCE IC LIMITED

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF
PARTICIPATING REDEEMABLE PREFERENCE SHARES
FOR THE YEAR ENDED 31 MARCH 2009

Year ended Period from 21
31 March May 2007 to 31

Note 2009 March 2008
£ £
Net assets attributable to holders of ParticipatingRedeemable
Preference Shares at start of year/period 14,809,480
Movement due to issue and redemption of shares:
Amounts receivable on issues 10 5,000,000 13,676,376
19,809,48 13,676,37

(Decrease)/increase in net assets attributablelttets of
Participating Redeemable Preference Shares (3,215,253) 1,133,104
Net assets attributable to holders of ParticipatingRedeemable
Preference Shares at end of year/period 16,594,227 14,809,480

The notes on page 13 — 25 form an integral pathtede financial statements.
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ARCH SUSTAINABLE FINANCE IC LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2009

Cash flows from operating activities
(Decrease)/increase in net assets attributableltzis of
Participating Redeemable Preference Shares

Adjusted for:

Bank interest received

Decrease/(increase) in receivables
(Decrease)/increase in payables

Realised (profit)/loss on sale of investments
Unrealised loss/(profit) on investments

Purchase of investments at fair value through poofioss
Sale proceeds from disposal of investments avédire through
profit or loss

Asset swap

Net cash used in operating activities

Cash flows from financing activities

Bank interest received

Proceeds from issue of Participating Redeemablieférece Shares
Net cash inflow from financing activities

Net increase in cash and cash equivalents
Effect of exchange rate changes during the yeaofper

Net movement in Cash and cash equivalents
Cash and cash equivalents, start of the year/period
Cash and cash equivalents, end of the year/period

Year ended 31

Period from 21
May 2007 to 3:

March 2009 March 2008
£ £

(3,215,253) 1,133,104
(35,016) (114,999)
60,460 (78,945)
(208,295) 270,636
(2,360,951) 754,464
3,583,052 (2,287,565)
(12,332,39¢ (16,293,585)
10,986,958 5,668,819
- (1,952,630)
(3,521,444) (12,900,701)
35,016 114,999
5,000,00i 13,676,376
$35,016 13,791,375
1,513,572 890,674
(116,835) 144,063
396,737 1,034,737

1,034,737 -

2,431,474 1,034,737

The notes on page 13 — 25 form an integral patiede financial statements.
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2009

1.

GENERAL INFORMATION

Arch Sustainable Finance IC Limited (the “Fund”) is an impanmated cell of Arch Guernsey ICC Limited (the
“ICC"), a closed-ended incorporated cell company regesterith limited liability and domiciled in Guernsey
on 21 December 2006 and authorised by the Guernsey Fin@waraces Commission under the Incorporated
Cell Companies Ordinance, 2006. The Fund was exgdtwith limited liability on 21 May 2007.

The principal activity of the Fund is to provide Sharehofdeith capital appreciation over the medium to
long term through economic exposure to a diverse range afsimvents in sustainable opportunities. The
Fund is designed to capture the expected growth investménise value and profitability are underpinned
by major long-term environmental, social and ecoiednends.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following principal accounting policies have been @&apkonsistently in the preparation of the financial
statements:

Statement of Compliance and basis of preparation

The audited financial statements have been prepared onng goincern basis, under the historical cost
convention as modified by the revaluation of investments @assets and liabilities at fair value through profit
or loss and in accordance with International Financial Reémpp Standards (“IFRS”) issued by the

International Accounting Standards Board (“IASBHdawith The Companies (Guernsey) Law 2008.

The preparation of financial statements in conformity WRS requires management to make estimates and
assumptions that affect the reported amounts of assetsadmlities and disclosure of contingent assets and
liabilities at the date of the financial statements and #ported amounts of revenues and expenses during the
reporting period. Actual results could differ frauch estimates.

Interpretations effective for the year ended 31 Mach 2009 but not relevant:

IFRIC 11, IFRIC 2 - Group and share transactions;

IFRIC 12 - Service concession arrangements;

IFRIC 13 - Customer loyalty programmes;

IFRIC 14 - The limit on a defined benefit assethimium funding requirements and their interaction;
IFRIC 15 - Agreements for the construction of restate;

IFRIC 16 - Hedges of a net investment in a forepgaration;

IFRIC 17 - Distributions of non-cash assets to awnand

IFRIC 18 - Transfers of assets from customers.

Standards, amendments and interpretations to existing stadards issued at 31 March 2009 that are not
yet effective and have not been early adopted byéHund:

IAS 1 (Revised), ‘Presentation of financial statementffe@ive from 1 January 2009). The revised standard
will prohibit the presentation of items of income and exgEnéhat is, ‘non-owner changes in equity’) in the
statement of changes in equity, requiring ‘non-owner clkanig equity’ to be presented separately from
owner changes in equity. All non-owner changes in equity bl required to be shown in a performance
statement, but entities can choose whether to present orferrpance statement (the Statement Of
Comprehensive Income) or two statements (the Inc8taement and Statement Of Comprehensive Incc

Where entities restate or reclassify comparative infoionatthey will be required to present a restated
balance sheet as at the beginning comparative period iti@utld the current requirement to present balance
sheets at the end of the current period and comparativedodriee Fund will apply IAS 1 (Revised) from 1
January 2009 and it is likely the Fund will present solely a&nent Of Comprehensive Income. This change
is not expected to significantly change the prest@am of the Fund’s performance statement.

13



ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Standards, amendments and interpretations to existing stadards issued at 31 March 2009 that are not
yet effective and have not been early adopted byé¢hHund (continued):

IFRS 1 (amendment), First time adoption of IFRS and IAS 2/h<otdated and separate financial statements
(effective from 1 January 2009). The amendments to IFRS dwallan entity to determine the 'cost' of
investments in subsidiaries, jointly controlled entiteesassociates in its opening IFRS financial statements in
accordance with IAS 27 or using a deemed cost. The amendmdASt 27 requires all dividends from a
subsidiary, jointly controlled entity or associate to beagnised in the Income Statement in the separate
financial statement. Both revisions will be effective fardncial years beginning on or after 1 January 2009.
The revision to IAS 27 will have to be applied prospectivelhe new requirements affect only the parent's
separate financial statement and do not have aadngm the consolidated financial statements.

IAS 27 (revised), Consolidated and separate financiaéstants (effective from 1 July 2009). IAS 27 is
issued to enhance the relevance, reliability and complégabf the information that a parent entity provides
in its separate financial statements and in its consolid&tencial statements for a Company of entities
under its control. The amendments shall be applied for dnper@ods beginning on or after 1 July 2009.
However an entity shall not apply these amendments for dipasaods beginning before 1 July 2009 unless
it also applies IFRS 3 as revised in 2008.

IFRS 8 - Operating segments (Effective date - 1 January 20693S 8 replaces IAS 14 and aligns segment
reporting with the requirements of the US standard - Stat¢mwieFinancial Accounting Standards ("SFAS")
131, ‘Disclosures about Segments of an Enterprise and &Relaformation’. The new standard requires a
‘management approach’, under which segment informatigerésented on the same basis as that used for
internal reporting purposes.

The IASB's latest annual improvements project was complaieApril 2009 and changed a number of
standards, but these changes, except for those listed pbatewot expected to have a material impact on the
Fund.

IFRS 7 (amendment) - Financial Instruments: Disclosuresmprbving Disclosures about Financial

Instruments (Effective date - 1 January 2009). The amentimequire enhanced disclosures about fair value

measurements and liquidity risk. Among other thjrthe new disclosures:

o clarify that the existing IFRS 7 fair value disclosures mustmade separately for each class of financial
instrument

e add disclosure of any change in the method forrdeténg fair value and the reasons for the change

e establish a three-level hierarchy for making failue measurements:

1. guoted prices (unadjusted) in active markets feniital assets or liabilities (Level 1);

2. inputs other than quoted prices included within Level 1 tae¢ observable for the asset or
liability, either directly (i.e. as prices) or imdctly (i.e. derived from prices) (Level 2); and

3. inputs for the asset or liability that are not based on olsd#evmarket data (unobservable inputs)
(Level 3).

¢ add disclosure, for each fair value measurement in the r8&teOf Financial Position, of which level in
the hierarchy was used and any transfers between levelsadditional disclosures whenever level 3 is
used including a measure of sensitivity to a changeput data.

» clarify that the current maturity analysis for non-derivatfinancial instruments should include issued
financial guarantee contracts.

e add disclosure of a maturity analysis for derivafivnancial liabilities.
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Functional and Presentation Currency

The Fund’s subscriptions and redemptions of Participa@adeemable Preference Shares are denominated in
Sterling. The performance of the Fund is measured and mghdd investors in Sterling. The Directors
consider Sterling as the currency that most accuratelyesgmts the economic effects of the underlying
transactions, events and conditions. The financial stam¢snare presented in Sterling, which is the Fund’s
functional and presentation currency.

Foreign Currency

Foreign currency transactions are translated into thetiwmal currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gaindoasds resulting from the settlement of such
transactions and from the translation at period-end exghamtes of monetary assets and liabilities
denominated in foreign currencies are recognised in thenhecStatement. Translation differences on non-
monetary financial assets and liabilities such as equdtidair value through profit or loss are recognised in
the Income Statement.

Forward foreign currency contracts are treated as devizatntracts and as such are recognised at fair value
on the date on which they are entered into and subsequentheasured at their fair value. Fair value is
determined by rates in active currency markets. All deivest are carried as assets when fair value is
positive and as liabilities when fair value is niaga

Preliminary Expenses

The fees and expenses incurred in connection with the estat#nt of the fund were £7,000. For the
purpose of establishing the Net Asset Value per Particigdiedeemable Preference Share of the Fund for
issues and redemptions of shares these establishmentoesisiortised on a straight line basis over 5 years.
For the purpose of the Fund’s financial statements thesblestment costs have been written off as incurred
to the Income Statement in accordance with IFRS.

Financial Assets at Fair Value through Profit or Loss

The Fund classifies its investments as financial assetaiawvélue through profit or loss. These financial
assets are classified as held for trading or designatedebpittectors at fair value through profit or loss at
inception. Financial assets held for trading are those ieedjyprincipally for the purposes of selling in the
short term.

All purchases and sales of investments are recognised da tiae - the date on which the Fund commits to
purchase or sell the investment.

Financial assets at fair value through profit or loss artaity recognised at fair value. Transaction costs are
expensed in the Income Statement. Subsequent to initiagnéion, all financial assets at fair value through

profit and loss are measured at fair value. Gains and losssisigafrom changes in the fair value are

presented in the Income Statement in the periadhioh they arise.

Directors value all investments based upon the latestabailinformation notified to the Fund by the fund
manager, administrator or Company, of the funds held in thedfs investment portfolio. The valuation date
of such funds may not always be coterminous with the valuatiate of the Fund and in such cases the
valuation of the fund as at the last valuation date is used it asset value reported by the fund manager or
administrator may be unaudited and may differ from the arteowhich would have been realised from a
redemption of the investment in the relevant fund as, in soases, the notified net asset values are based
upon estimates. The Directors believe that sutimatians are reasonable.
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)
Cash and Cash Equivalents

Cash and cash equivalents are defined as cash in hand, deeywosits and highly liquid investments readily
convertible to known amounts of cash and subject to indamt risk of changes in value. For the purposes
of the Statement of Cash Flows, cash and casha&quig consist of cash in hand and deposits in.bank

Participating Redeemable Preference Shares

The Fund has no planned end date and shareholders will natthkee to require the Fund to redeem their
shares at any time. Accordingly the Participating RededenBloeference Shares have been classified as
equity in accordance with IAS 32 “Financial Instrembs: Presentation”.

Segmental Reporting

The Directors are of the opinion that the Fund is engaged inglessegment of business, being investment
business.

Financial Assets and Liabilities

The financial assets and liabilities of the Fund are defiasdnvestments, cash and cash equivalents and
other receivables and payables. The currency exposure dfuithd’s net financial assets is disclosed in note
9.

Significant Estimates and Judgements

The Directors make estimates and assumptions concernenfutre. The resulting accounting estimates
will, by definition, seldom equal the related actual resulfThe estimates and assumptions that have a
significant risk of causing a material adjustment to theyiag amounts of assets and liabilities within the
next financial year are outlined below:

Fair value of unlisted financial instruments

The Fund holds instruments that are unlisted on recognisglte@ges. The Directors make judgements as to
the fair value of these instruments based on estimates isdppl the administrators of the underlying
investments.

Income and Expenses

Bank interest and investment interest are recognised aneggiroportionate basis using the effective interest
method.

Expenses are recognised on an accruals basis.
Taxation

The Income Tax Authority of Guernsey has granted the Funchpiien from Guernsey income tax under the
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 lamihcome of the Fund may be distributed or
accumulated without deduction of Guernsey income tax. ptiem under the above mentioned Ordinance
entails payment by the Fund of an annual fee of £600 for eaah ipewhich the exemption is claimed. It
should be noted, however, that interest and dividend incaoteuing from the Fund’s investments may be
subject to withholding tax in the country of origin. With eftt from 1 January 2008 the standard rate of
income tax for most companies in Guernsey is zero per cext.Ekampt status continues to exist and the
Fund will continue to apply for this status.

The Fund has not suffered any withholding tax in the periodt®ulirect investments, although withholding
tax may have been suffered within certain investshanld by the Fund.
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

3.

RELATED PARTIES AND RELATED PARTY TRANSACTIONS

During the year business relationships existed betweeDiteetors of the Fund and Related Parties to the
Fund:

Robert Addison is a director of Arch Financial Rrots LLP, the Investment Manager.

The Fund is responsible for the continuing fees of the Imaest Manager in accordance with the Investment
Management Agreement dated 23 May 2007.

Management Fees

Pursuant to the provisions of the Management Agreementintrestment Manager is entitled to receive a
management fee during the year ended 31 March 2009 at 1.5%npeim of the Net Asset Value of the

Fund. In the year to 31 March 2009 management fees total®4y A14 (31 March 2008: £131,947) were
due to Arch Financial Products LLP. As at 31 March 2009 the agament fee payable was £44,504 (31
March 2008: £74,295).

The Manager deducts an initial dealing charge of 2% in rdspiesubscriptions into the Fund. During the
year ended 31 March 2009, these initial dealing charges ateduo £Nil (31 March 2008: £152,728). For
the purpose of establishing the Net Asset Value per padiitigp Redeemable Preference Share of the Fund
for issues and redemptions of shares, these establishmststare amortised on a straight line basis over 5
years. For the purpose of the Fund's financial statemeertethstablishment costs have been written off as
incurred to the Income Statement in accordancERSI

Performance Fees

Pursuant to the provisions of the Management Agreementintrestment Manager is entitled to receive a
performance fee during the year ended 31 March 2009 at 20%earhount by which the Net Asset Value of
the Fund exceeds the greater of (i) the highest Net Assete\fz#u share by reference to which a performance
fee has previously been paid or (ii) £1.00, provided, how#vat the performance fee may only be charged to
the extent it does not reduce the rate of return achieved bly Bund for such year below the cumulative
hurdle rate. The cumulative hurdle rate is the three monBOR of the currency of the share class plus 4%
set on the final business day of the previous performandegein the year to 31 March 2009 performance
fees totalling £50,807 (31 March 2008: £252,517) were dukreh Financial Products LLP. As at 31 March
2009 the performance fee payable was £Nil (31 Ma@fd8: £183,313).

Administration Fees
Neal Meader and Peter Radford are directors of &g Services (Guernsey) Limited, the Administrator

In the year to 31 March 2009 administration fees totalling,247 (31 March 2008: £6,852) were due to
Bordeaux Services (Guernsey) Limited. As at 31 March 20@%atifministration fee payable was £4,305 (31
March 2008: £4,013).

MATERIAL AGREEMENTS

The Fund is responsible for the continuing fees of the Adstiator and the Custodian in accordance with the
Investment Management Agreements dated 23 May 2007 anddhenfstration and Custodian Agreement
dated 24 May 2007.

Administration Fees

The Administrator is paid a fee from the Fund under the terfrth® Administration Agreement, calculated
by reference to the Net Asset Value of the Fund, payable momtharrears according to the following
schedule:
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ARCH SUSTAINABLE FINANCE IC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

4.

MATERIAL AGREEMENTS (continued)

Administration Fees (continued)

Net Asset Value Range Relevant % of NAV

£0 million < £50 million 0.16%
£50 million < £100 million 0.13%
>£100 million 0.11%

The Administrator’s fee will be subject to an annual minimofMmE40,000 for the ICC and its Cells, which
minimum fee shall bero rated by reference to the Fund’'s Net Asset Value.

Custodian Fees

Pursuant to the provisions of the Custodian Agreement, Fieeson (C.l.) Limited is entitled to receive
0.075% per annum of the Net Asset Value of the Fund, subjegtnbinimum annual fee of £6,000. As at 31
March 2009 the custodian fee was £13,891 (31 March 200854Y \ith a custodian fee payable of £3,559
(31 March 2008: £4,576).

DIRECTORS' FEES

The Fund's directors comprise the key managemestpeel.

Robert Addison, Neal Meader and Peter Radford are eacHeent receive an annual Director’s fee of
£5,000 for the ICC and its Cells which shall be pro rated bgnexfice to the Fund’'s Net asset Value, which is
reviewable on an annual basis. Robert Addison has agreedit@ \is fee. As at 31 March 2009 Directors’
fees were £295 (31 March 2008: £230) with a Direstiees payable of £80 (31 March 2008: £230).

The Directors will also be entitled to be reimbursed for oFeble travel and accommodation expenses
incurred by them in connection with their attendance at ingstin relation to Arch Guernsey ICC Limited
(“the ICC") and the Fund.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2009 2008
Investment £ £
Cost at start of year/period 11,822,932 -
Purchases 12,695,500 18,246,215
Sales (10,986,958) (5,668,819)
Realised gains on sales 2,360,951 (754,464)
Cost at end of year/period 15,892,425 11,822,932
Unrealised (loss)/gain on revaluation of investment (1,295,487) 2,287,565
Fair value of investments at end of year/period 14,596,938 14,110,497
OTHER RECEIVABLES AND PREPAYMENTS
2009 2008
£ £
Investment interest 15,623 -
Other receivables 2,864 78,947
18,487 78,947

The Directors consider that the carrying amourdtbér receivables approximates to fair value.
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

8. OTHER PAYABLES

200¢ 200¢
£ £

Management fee 44 504 74,295
Administration fee 4,305 4,013
Custodian fee 3,559 4576
Audit fee 6,800 1,116
Directors’ fees 80 230
Performance fee - 183,313
Other payables 3,093 3,093

62,341 270,636

The Directors consider that the carrying amourdtbér payables approximates to fair value.

9. FINANCIAL RISK MANAGEMENT

The Fund is exposed to a hnumber of financial risks includirgk®et price risk, interest rate risk, credit risk,
liquidity risk and currency exchange risk arising from tlahcial instruments it holds. Risk management
procedures are in place to minimise the Fund’s supoto these financial risks.

Market Price Risk

Market price risk results mainly from the uncertainty abéuture prices of financial instruments held. It

represents the potential loss the Fund may suffer throudtiinigp market positions in the face of price

movements and changes in exchange rates. All securitiestiments present a risk of loss of capital. The
Investment Manager moderates this risk through a carefldcsen of securities and other financial

instrument. The maximum risk resulting from financial mshents is determined by the fair value of the
financial instruments.

At 31 March 20009, if market prices had moved by 5% with all ot&riables remaining constant, the change
in net assets attributable to holders of redeemable sharethé year would amount to approximately +/-
£729,847 (31 March 2008: £ +/- £705,525).

Foreign Currency Risk

Foreign currency risk is the risk that the value of a finahaistrument will fluctuate due to changes in
foreign exchange rates. Currency risk arises when futunenzercial transactions and recognised assets and
liabilities are denominated in currency that is ti@ Fund's functional currency.

The Fund monitors its exposure to foreign exchange ratesaalogits hedging strategies as required to
minimise these exposures.

Currency Exposure

As at 31 March 2009 a proportion of the net financial assetfirfdd in note 2) of the Fund are denominated
in currencies other than Sterling as follows:

2009 2008
£ £
Sterling 7,937,065 15,243,482
US Dollars 9,092,898 (395,490)
Euro (305,200) (38,512)
Net financial assets attributable to holders of
Participating Redeemable Preference Shares 16,724,763 14,809,480
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

9. FINANCIAL RISK MANAGEMENT (continued)
Currency Exposure (continued)

The above table shows the value of financial assets thatearentinated in foreign currency after hedging.
The Fund uses forward foreign exchange contracts as hedtgatggy to mitigate its exposure to fluctuations
in the foreign exchange rate. Details of currenegding strategies are stated in note 11.

At 31 March 2009, if the exchange rates of Euro and US Dollarsteengthened or weakened by 5% against
Sterling, with all other variables remaining constant, therease/(decrease) in net assets attributable to
holders of redeemable shares for the year would amount tamxippately £462,510 / (£418,462) (31 March
2008: £20,667 / (£22,842)).

Credit Risk

Credit risk is the risk that an issuer or counterparty willlmable or unwilling to meet a commitment that it
has entered into with the Fund. The investments of the Fuadiarermined by the Investment Manager in
accordance with the criteria set out in the Fund’s schemicpéars. Impairment provisions are provided for
losses that have been incurred by the Balance Sheet datey.ifTAe Fund’'s maximum credit exposure is
limited to the carrying amount of financial assets recoggiiat the Balance Sheet date which amounted to
£17,046,899 (31 March 2008: £15,224,181).

All transactions in securities are settled upon deliveringisapproved brokers. The risk of default is
considered minimal as the trade will fail if eithgarty fails to meet their obligation.

Interest Rate Risk

The Fund is exposed to risks associated with the effectsuafuétions in the prevailing levels of market
interest rates on its financial instruments andh dksv. Bonds, cash and cash equivalents are theimeres
bearing financial instruments.

The investment manager actively manages the Fund's exptisinterest rate risk, paying heed to prevailing
interest rates and economic conditions, market expeatatad their own views as to likely moves in interest

rates.
31 March 2009
Fixed Variable Non interest
Interest interest bearing Total
Assets £ £ £ £
Financial assets at fair value
through profit or loss 1,189,045 13,407,893 14,596,938
Other receivables and prepayments - 18,487 18,487
Cash and cash equivalents 2,431,474 - 2,431,474
Total Assets 1,189,045 2,431,474 13,426,380 17,046,899
Liabilities
Amount due out on open forward
foreign exchange 27,228 27,228
Amount due to brokers 363,101 363,101
Other payables 62,341 62,341
Total Liabilities - 452,670 452,670
Total interest sensitivity gap 1,189,045 2,431,474 12,973,710 16,594,229
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

9. FINANCIAL RISK MANAGEMENT (continued)
Interest Rate Risk (continued)

31 March 2008

Fixed Non interest

interest Variable interest bearing Total
Assets £ £ £ £
Financial assets at fair value
through profit or loss 1,590,902 - 12,519,595 14,110,497
Other receivables and prepaym - - 78,947 78,947
Cash and cash equivalents - 1,034,737 - 1,034,737
Total Assets 1,590,902 1,034,737 12,598,542 15,224,181
Liabilities
Net amount due out on open
forward exchange contracts - . 144,063 144,063
Other payables - : 270,636 270,636
Total Liabilities - - 414,699 414,699
Total interest sensitivity gap 1,590,902 1,034,737 12,183,843 14,809,482

At 31 March 20009, if interest rates had moved by 50 basis paiiith all other variables remaining constant,
the change in net assets attributable to holders of reddensitares for the year would amount to
approximately +/-£12,157, arising substantially from tesh and cash equivalents (31 March 2008: +/-
£6,697).

Liquidity Risk

Liquidity risk is the risk that the Fund will encounter dfilties in realising assets or otherwise raising funds
to meet financial commitments. The Fund is closed ended hatkfore is not exposed to the risk of
investors redeeming out. The principal liquidity risk ismt@ined in unmatched liabilities. In the opinion of
the Directors the current liquidity risk at the 31 March 2G69ow as cash and cash equivalents exceeds
unmatched liabilities >5.4:1 (31 March 2008: > 2)5:

10. SHARE CAPITAL

2009 2008
Authorised Share Capital £ £
2 Management Shares of £1 each 2 2
Unlimited unclassified Shares of no par value thay be
issued as Participating Redeemable PreferenceShare - -
2 2
Number of
Shares Share Capital
Issued Share Capital No. £
Management Shares at 31 March 2008 and 2009 2 2
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

10. SHARE CAPITAL (continued)
The principal rights attaching to the shares ar®li®wvs:
(i) Management Shares:

The Management Shares exist to comply with Guernsey Law hwhexuires that the Participating
Redeemable Preference Shares have preference over acla®eof capital in order to be redeemable. The
Management Shares can only be issued at par amavaed by the Investment Manager.

The Management Shares confer upon the holders thereofgiteimia winding-up on repayment of capital to
the repayment of the amount paid up on the Management Shatesobfer no further or other right to
participate in the profits or assets of the Fund. Accordiniylanagement Shares will not entitle the holders
thereof to receive any dividends nor do they carry any votiigints whilst Participating Redeemable
Preference Shares are in issue.

(i) Participating Redeemable Preference Shares:
In a winding-up the holders of Participating RedeemablddPeace Shares have the right to receive surplus

assets available for distribution after repayménhe nominal amounts paid up on the ManagementeSha

The Participating Redeemable Preference Shares confergtiteto dividends. At General Meetings, on a
poll, every holder is entitled to one vote in regps each Participating Redeemable PreferenceeStedd.

Brought Carried
Year ended 31 March 2009 forward Issued Redeemed  forward
Number of Participating Redeemable No. No. No. No.
Preference Shares
£ Class 13,676,37 4,354,64 - 18,031,018
Total Participating Redeemable Preference
Shares 13,676,37 4,354,64 - 18,031,01
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

10. SHARE CAPITAL (continued)

Brought Issued/ Redeemed. Carried
Year ended 31 March 2009 forward Increase Decrease forward
Value of Participating Redeemable £ £ £ £
Preference Shares
Share Premium - £ Class 13,676,37 5,000,000 - 18,676,376
Decrease in net assets - £ Class 1,133,104 (3,215,253) (2,082,149)
Total 14,809,48 5,000,000 (3,215,253) 16,594,22
Brought Carried
Period ended 31 March 2008 forward Issued Redeemed forward
Number of Participating Redeemable No. No. No. No.
Preference Shares
£ Class - 13,676,376 - 13,676,376
Total Participating Redeemable Preference
Shares - 13,676,376 - 13,676,376
Brought Issued/ Redeemed/ Carried
Period ended 31 March 2008 forward Increase Decrease forward
Value of Participating Redeemable £ £ £ £
Preference Shares
Share Premium - £ Class - 13,676,376 - 13,676,376
Increase in net assets - £ Class - 1,133,104 - 1,133,104
Total - 14,809,48 - 14,809,480

11. FORWARD CURRENCY CONTRACTS

As at 31 March 2009 outstanding forward currenaytiaets were held as set out below:

Purchase Contractual Contractual
Currency Amount Sale Currency Amount Maturity Date Unrealised Loss
£
GBP 892,089 uUsbD 990,000 15 April 2009 (23,694)
GBP 144,471 EUR 160,000 15 April 2009 (3,534)
(27,228)

The above forward currency contracts are for thrpg@aes of currency hedging.

As at 31 March 2008 outstanding forward currenaytiaets were held as set out below:

Purchase Contractual Contractual

Currency Amount Sale Currency Amount Maturity Date Unrealised Loss
£

GBP 6,319,881 USD 12,780,000 16 June 2008 (122,463)

GBP 683,239 EUR 760,000 16 June 2008 (21,600)
(144,063)

The above forward currency contracts are for thrpg@aes of currency hedging.
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ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

12.

13.

NET ASSET VALUE PER PARTICIPATING REDEEMABLE PRE FERENCE SHARE

The net asset value per Participating Redeemable Pretef@mare Class (“NAV per Share”) is calculated
based on the net assets attributable to holders of eacltipating Redeemable Preference Share Class
(“NAV”) at the Balance Sheet date divided by the year end nemslof shares in issue in that Participating
Redeemable Preference Share Class.

For the purposes of calculating the NAV, preliminary exmenare being written off over a five year period,
commencing on the launch of the Fund. However, in compliantie IFRS preliminary expenses have been
expensed in the Income Statement as incurred. Furtherrheréotward foreign exchange contracts were
valued for valuation purposes using the forward close ot rdhe table below shows the NAV per Share,
by Share Class, and reconciles the difference between tfadial statements NAV per Share Class
compared to the dealing NAV per Share Class:

2009 2008
£ £

NAV 16,594,227 14,809,480
No. of shares in issue 18,031,018 13,676,376
Financial Statements NAV per 0.9203 1.0829
Adjustment for:

Write off of formation expenses, initial charge amglaluation of

forward exchange contracts 387,386 206,766
Dealing NAV per Share 0.9418 1.0980

CAPITAL RISK MANAGEMENT

The Fund's capital management objectives are to ensurénth&und is able to continue as a going concern,
and to maximise the income and return on capital to holdeRaoficipating Redeemable Preference Shares.
The Fund is not subject to any externally imposauital requirements.

In line with the scheme particulars, initial subscriptianthe Fund is closed but the Directors may offer
through placing further subscription as may be requirede Atlders of Participating Redeemable Preference
Shares could exit the Fund on a matched basis through a maddetr appointed by the Directors, this
ensures that the Directors are in control of capital flowthimi the Fund. The table below shows the capital
structure as at 31 March 2009.

Increase / Carried

Opening Issued Decrease forward
Participating preference share 13,676,376 5,000,000 - 18,676,376
Management shares 2 - - 2
Movement in net assets 1,133,104 - (3,215,253) (2,082,149)
31 March 200¢ 14,809,48.5,000,00! (3,215,253 16,594,22¢

24



ARCH SUSTAINABLE FINANCE IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2009

13.

14.

15.

CAPITAL RISK MANAGEMENT (continued)

The capital structure shows that the investment objectifése Fund is being met entirely by equity, as the
Fund is not leveraged, the Directors and investment maramer of the opinion that the existing capital
structure will enable the Fund to enhance returns to holoeparticipating redeemable preference shares by
taking advantage of new opportunities from a position oérggth as the global economies emerge from
recession.

COMMITMENTS

The Fund has a commitment in Climate Change Capital with entiatl outstanding commitment at 31 March
2009 of €2,144,865.

POST BALANCE SHEET EVENTS

Arch Financial Products LLP has resigned as Investment Bemaith effect from 1 December 2009. The
Board have appointed Spearpoint Limited as the new InvedtiManager to the Fund with effect from 1
December 2009.
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ARCH SUSTAINABLE FINANCE IC LIMITED
PORTFOLIO STATEMENT
FOR THE YEAR ENDED 31 MARCH 2009

Description

Arch Private Finance

Arch AT St Mary Linked 6.558% Loan Note
Acheron Portfolios Corp Ltd Class A

Arch Fine Wine

Arch AT Asset Marinter | & Il Linked 20% Loan Note
Arch Cru Private Finance

Arch Finance Opportunities

Climate Change Capital Private Equity LP

Noble Group Holdings Limited shares

Arch Structured Finance

Securis | Fund Class B USD Restricted

Latin America Bioenergy (Offshore) Fund

Caritas Royalties Il (Bermuda) - Regular S01/11/06
Natsource Aeolus Offshore Fund Il Ltd - Class A
Oceanic Hedge Fund Class B

Natsource Aeolus Offshore Fund Ltd Series 2007-05M
Natsource Aeolus Offshore Fund Il Ltd - SP1
Natsource Aeolus Offshore Fund Il Ltd - SP2

Total Portfolio

Description

Natural Resource Related Investments
Insurance Related Investments

Collective Investment Schemes (Debt-based)
Unlisted Equities (Other)

Listed Equities

Asset Swap

Collateralised Loan Notes
21/08/12 (20% + warrants)
24/08/08 (10% + warrants)

Total Portfolio
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31 March 2009

% of Asset

Fair Value Value
£
1,754,092 12.02
748,086 5.12
1,712,866 11.73
880,422 6.03
440,959 3.02
445,673 3.05
264,479 1.81
314,519 2.15
116,578 0.80
172,925 1.18
2,006,350 13.75
1,500,617 10.28
2,469,686 16.92
1,248,180 8.55
367,064 2.51
107,240 0.73
36,898 0.25
10,304 0.07
14,596,938 100.00

31 March 2008

% of Asset

Fair Value Value
£
3,709,609 26.29
2,419,973 17.15
3,296,129 23.36
948,271 6.72
181,000 1.28
1,964,613 13.92
12,519,595 88.72
527,908 3.75
1,062,994 7.53
1,590,902 11.28
14,110,497 100.00




