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ARCH PRIVATE FINANCE IC LIMITED
CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2010

The Board

On 31 December 2009 three new directors were appointed to the Board of SPL Guernsey ICC Limited (the
umbrella company for all of the SPL ICC Cells) (the “ICC”). By 28 January 2010, audited financial
statements for the year ended 31 March 2009 for all Cells had been signed off by Peter Radford and Neal
Meader, two of the Directors who had been in office for the period of those financial statements and who
then resigned, leaving Bill Scott, Andrew Duquemin and I (the new Board) as continuing Directors.
Christopher Harris joined the Board on 1 August 2010. Andrew Duguemin intends to retire from the Board
on completion of the 31 March 2010 financial statements for all of the Cells in order to avoid any conflicts
of interest, since his firm (Elysium Fund Management Limited) (“Elysium™) is our new administrator. On
behalf of the Board, | would like to thank Andrew for his diligent service as a Director and for his work as
chairman of our Audit Committee in reviewing the financial reports of the Cells.

Investment Manager

Spearpoint Limited (“Spearpoint”), was appointed as the new Investment Manager for each Cell on 1
December 2009, replacing Arch Financial Products LLP.

Administrator

On 20 April 2010 the new Board accepted the resignation of the administrator of the Cells, Bordeaux
Services (Guernsey) Limited, which had also provided two of the former Directors, Peter Radford and Neal
Meader. That resignation was effective from 20 July 2010. Bill Scott and | subsequently interviewed six
potential replacement firms and by 1 August 2010 we had transferred the administration of all the Cells to
the most suitable firm, Elysium. From 1 August 2010, Elysium has been responsible for the administration
of the Cells and their related SPVs.

Investment
Directors Manager Administrator
To 30 November 2009 R Addison, P Radford, | Arch Financial Bordeaux
N Meader Products LLP
From 1 December 2009 R Addison, P Radford, Spearpoint Bordeaux
N Meader Limited
31 December 2009 to 28 | H G Aldous, W Scott,
January 2010 A Duguemin, P
Radford, N Meader
From 29 January 2010 HG Aldous, W Scott,
A Duguemin
From 1 August 2010 H G Aldous, W Scott, Elysium
A Duquemin, C Harris

Objectives

At EGMs held in January 2010, the objectives of all of the Cells, with the exception of Africa Invest IC
Limited and Africa Protect IC Limited, were modified to be the realisation of their assets within the shortest
period of time consistent with achieving a reasonable realisation price for such assets and with the intention
of disposing of all such assets within five years. Realisations will be managed, as far as possible, with a
view to ensuring regular and consistent distributions of proceeds to Shareholders.
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CHAIRMAN'S STATEMENT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

Objectives (continued)

The future of Africa Invest IC Limited and Africa Protect IC Limited were considered separately and the
resolution of their affairs is reported in their separate filings.

The new Board’s objectives have been to put in place rigorous management and administration, simplify
structures, ensure that management and reporting are transparent, oversee a process by which current values
are fair, that management is vigorous and that there is a process to achieve liquidity and ultimately
distributions to Shareholders and to ensure good corporate governance. Given the eclectic nature, mix and
illiquidity of the assets we think we are as well advanced in this as we can be.

Inherited structures clarified and simplified

The new Board of the ICC took over responsibility for a complex corporate structure with 24 Cells holding
a diverse mix of assets, most of which are far from simple in their own right. Many of these assets were, and
remain, illiquid. Some appear to be of poor quality and the new Board, together with its legal advisors, is
reviewing the events surrounding the past selection of those assets. We will then consider what action
would be in the best interests of Shareholders and we will keep Shareholders informed of that at appropriate
stages.

The new Board inherited a complex structure of Cells and special purpose vehicles with cross holdings,
multiple interests, separate administration of the special purpose vehicles and several layers of cost.
Working with Spearpoint, the new Board’s priorities have included simplifying the structure, consolidating
administration, understanding some of the history, getting management reports and management reporting
lines in place with a grip on assets, instituting proper processes of corporate governance and looking
carefully at areas of potential conflicts of interest.

Restructuring

Together with Spearpoint, the new Board had to decide how best to simplify the structures, identify readily
realisable assets and get all assets properly managed with a view to realisation at the best possible value
commensurate with a reasonably early return of cash to Shareholders. Working with Spearpoint the new
Board has placed three Cells into liquidation, those Cells having distributed most of their cash to their
Shareholders where they remained in a position to do so, with a fourth to follow shortly. A further seven
Cells have been delisted from the Channel Islands Stock Exchange (“CISX”). The Board has identified and
prepared a further five Cells to be able to make tender offers to Shareholders and details on these offers
have been released with the financial statements of the relevant Cells. Four of these five Cells also intend to
delist from the CISX at that time.

The assets

A high proportion of the Cells’ assets (in particular, the shipping, property, private equity and small hedge
fund assets) are illiquid and may take some time to be realised in cash. With Spearpoint, the new Board has
been trying to improve the liquidity of the portfolios, but the majority of the assets are of an illiquid nature
and not readily realisable. A number of the assets are considered to be unlikely to participate in much
market recovery in the short term.

There have recently been two audits of the assets of the Cells: the March 2009 financial statements, audited
by Moore Stephens, were available by the end of January 2010 and the March 2010 financial statements,
audited by Ernst & Young, come with this report. We are also aware of a further review, commissioned on
behalf of the principal investors in the Cells, of the assets of the Cells at 31 December 2008 and we will be
considering the findings of that work once it has been completed. Meanwhile the recent audit by Ernst &
Young of the March 2010 financial statements reflects all the latest known information about the assets.
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CHAIRMAN'S STATEMENT (continued)
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We found that “front end” charges, made by the previous Investment Manager on the issue of shares,
amounting to £6.4m across the ICC had been carried in the regular announcements of Cell net asset values
(“NAVs”) as if they were amortising assets. They are of no value and this approach is not in accordance
with International Financial Reporting Standards so we wrote them off to bring the NAVs published on the
CISX into line with the treatment already adopted in the financial statements of the Cells.

Steps to more reliable valuations

The objective of each of the continuing Cells (in other words, excluding those already in process of
liquidation) is the realisation of assets within three to five years. Very few of the Cells’ assets are quoted on
any active market and the newly constituted valuations committee (a committee of the Administrator), which
accesses external independent evidence of valuation whatever available, reports its recommendations to the
Board. The Directors consider these monthly reports and adopt a prudent view of valuation of assets in the
knowledge of the intention to realise each asset as soon as it reasonably practical. That means that assets are
carried at a current assessment of expected realisable values, taking into consideration that some may take a
while to realise. Because this is not necessarily “fair value” as defined in IFRS, which broadly requires the
amount that would be realised from a sale at the year end date, these assets are described in the financial
statements as carried at the lower of a deemed cost (the last reliable fair value) and the current assessment of
expected realisable value. When it becomes possible to revert to “fair value” as defined in IFRS we will do
s0. Nevertheless it is important that readers understand that our assets will respond to the varied markets in
which they trade, whereas the lower of deemed cost and recoverable amount or ‘cost less impairment’ by
which they are described in the report and accounts suggests a set value.

In some asset groups we are still some way off wholly independent valuations of assets (for example there
are many investments in relatively small hedge funds where the valuations are predominantly those made by
the managers of those funds and the same will be true of much of the private equity holdings, though these
are themselves subject to underlying audits). With Spearpoint, the new Board has established more regular
and independent reporting on such assets as shipping and property. The valuations committee now operates
to an established and independent process. The new Board’s ability to penetrate very far into the majority of
the hedge fund and private equity investments however remains limited.

Auditors

On 19 March 2010, the ICC and its Cells changed auditors from Moore Stephens (Guernsey) Limited to
Ernst & Young LLP.

Past governance

Together with its legal advisors, the new Board is continuing to review the past governance of the ICC and
its Cells. Questions have been, and are being, raised with the former managers, officers and advisors in this
regard. We keep the Guernsey Financial Services Commission informed of our enquiries.

Performance under the new Manager

The audited asset values at 31 March 2010 largely reflect the asset values inherited by the current
Investment Manager in December 2009. We doubt if there is any great embedded future value in most of
the assets. The shift taken in January, with overwhelming shareholder support, was to get those assets into
a realisable condition or position and convert them into cash to return to investors.

Some of the private equity investments, those that are managed by respected private equity houses, might
improve in value over time, but in general we believe that it is in the best interests of Shareholders that the
portfolios of the Cells are realised and cash returned to Shareholders. The Board is therefore discussing
with the principal Shareholders a revised performance fee basis for the Investment Manager that will
incentivise realisation and return of cash as long as that process does not undermine asset value. There will
not be any “fire sale” of assets and all major transactions will continue to be approved by the Board.

The Board has been pleased with the vigour that Spearpoint has displayed in getting to grips with the diverse
assets in the Cells and the determination that it has applied to helping the Board come to terms with the
history of the ICC and its Cells.
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Realisation of assets and cash returned to investors

Progress continues to be made in realising liquidity from assets within the Cells, taking care to ensure that
this is undertaken in a controlled way. There are various ways to return cash to Shareholders, and some
structural changes have been needed for that. Initially, we have focused on share buybacks, which required
a change in investment objective, shareholder approval and the lifting of suspensions from trading on the
CISX, or the delisting of Cells from the CISX where a listing no longer made economic sense due to the fact
that there was only one shareholder (the UK OEICS). Now that there is a new administrator in place, we
intend to use further mechanisms, such as tender offers, in the case of Cells where large cash balances have
been realised, which will return larger amounts closer to NAV. To date:

e China AME Energy (NR1) IC Limited has returned all cash to Shareholders and has been placed into
liquidation;

e Arch Africa Private Markets Focus IC Limited has resolved to wind-up, has returned all cash to
Shareholders and, on 17 September 2010, was placed into liquidation;

e  The Shareholders of Africa Protect IC Limited overwhelmingly resolved to progress the sale of the
Cell’s main asset with a view to delist the Cell from the CISX in October 2010 and then place it into
voluntary liquidation;

e  Plans are underway to delist four more Cells that are mostly owned by the UK OEICs and to offer to
buy out minority Shareholders close to NAV;

e  Atender offer is being prepared for one Cell, which has substantial excess liquidity;

o  Two further real estate SPVs applied for voluntary liquidation at the end of August, which will bring
the total number of SPVs liquidated so far to seven;

¢ In addition to China AME Energy (NR1) IC Limited, a further nine Cells have been delisted, five of
which are wholly-owned by the UK OEICs and have held off-market share buybacks, returning £7.7
million of liquidity to the UK OEICs;

e Eleven Cells have bought back shares via the CISX, returning £4.9 million of liquidity to non-UK
OEIC investors and a further £4.5 million to the UK OEICs;

e Intra-ICC holdings amounting to £3.3 million have been unwound via on-market buybacks; and

e  The total amount returned in the buybacks is £20.5 million, including intra-1CC unwinds.

Spearpoint is ahead of its initial plan to generate liquidity within the Cells and we anticipate that more will
be made available later in the year. The main constraint at the moment is not the cash within the Cells, but
rather structural constraints that delay the release of that liquidity to investors. These structural constraints
include:

e  The need to hold cash to meet future commitments in private equity funds;

e The need to provide for working capital/escrow in real-asset operating businesses, such as shipping or
property;

e  Future operating expenses pending the protracted process of turning assets into cash;

e  The obtaining of necessary shareholder permissions; and

e  Solvency requirements.

We are in the process of dealing with those constraints. In order to return additional capital, some Cells will
need to delist, for which shareholder approval will be sought at the forthcoming Extraordinary General
Meetings. Details of the Tender Offer are disclosed on pages 45 - 47. Minority Shareholders in these
Cells will have the choice to exit near NAV before delisting occurs if they so wish. We are being careful to
ensure that they are treated fairly. We will push through the remaining structural changes in the latter part of
2010, thus simplifying the structure, reducing costs and making possible further releases of liquidity.
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Re-establishing trading on the CISX

On 25 July 2009, the listing of all those Cells admitted to the Official List of the CISX was suspended.
Trading was resumed for thirteen of those Cells on the CISX on 31 March 2010, one of which subsequently
delisted on 23 July 2010. Of the remainder, six of the suspended Cells delisted from the CISX on 15
February 2010, and three on 27 April 2010, 28 June 2010 and 17 August 2010. Africa Protect IC Limited is
the only Cell to remain suspended but, as mentioned above, its Shareholders have resolved to progress the
sale of the Cell’s main asset with a view to delist the Cell from the CISX in October 2010 and then place it
into voluntary liquidation.

Results

The Fund reported a net loss for the year ended 31 March 2010 of £21,571,636 (2009: £27,956,814),
representing a loss per £ Class share of 19.61p (2009: 32.48p) and a loss per € Class share of 17.17c (2009:
24.98c). The NAV attributable to Participating Redeemable Preference Shares at 31 March 2010 was
£72,869,939 (2009: £94,441,575), 69.37p per £ Class share (2009: 88.97p per share), 56.66¢ per € Class
share (2009: 73.11c per share).

The Investment Manager’s Report contains a summary of the performance of the investments and significant
investment movements during the year.

Future policy and outlook
Your Board has three principal objectives:

The first is to monitor the management of the remaining assets to try to preserve value for the Shareholders
and, in doing so, to assess the performance of the Investment Manager.

The second is to ensure that value from the assets is realised as cash and returned to Shareholders.

The third is to investigate any instances where we find that the ICC and its Cells have lost value through the
actions of others and consider whether it is in Shareholders’ interests to pursue such actions. The new
Board will work in cooperation with the regulators in such matters.

H G Aldous
Chairman
30 September 2010



ARCH PRIVATE FINANCE IC LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2010

The Directors are pleased to submit their report together with the audited consolidated financial statements of Arch
Private Finance IC Limited (the "Fund™) and its subsidiaries (together the "Group") for the year ended 31 March
2010.

THE FUND

The Fund is an incorporated cell of SPL Guernsey ICC Limited (formerly Arch Guernsey ICC Limited) (the
"ICC"), a closed-ended incorporated cell company registered with limited liability in Guernsey on 21 December
2006 and authorised by the Guernsey Financial Services Commission under the Incorporated Cell Companies
Ordinance, 2006. The Fund was registered with limited liability on 21 December 2006 and listed on the Channel
Islands Stock Exchange (the "CISX™) on 31 January 2007 (£ Class) and 11 June 2008 (EUR Class).

On 27 July 2009, the Directors suspended the listing of the Fund on the CISX pending the publication of the
March 2009 net asset valuation. The March 2009 net asset value was published on 30 December 2009 and the
suspension was subsequently lifted on 31 March 2010.

The Fund is authorised to create three classes of Shares, designated Dollar Shares, Euro Shares and Sterling
Shares, each of which is denominated in the specified currency and which rank pari passu to each other. Each
Share Class would hold an undivided share in a single portfolio of assets held by the Fund but may have certain
assets or liabilities attributable solely to the Share Class, such assets and liabilities to include, but not be limited to,
forward foreign exchange agreements utilised by the Investment Manager for currency hedging purposes. At the
date of these financial statements, shares in the Sterling Class and the Euro Class had been issued.

INVESTMENT OBJECTIVE

Following a special resolution passed at the Extraordinary General Meeting ("EGM") held on 28 January 2010, the
Investment Manager now manages the Fund’s portfolio with a view to realising its assets within the shortest period
of time consistent with achieving a reasonable realisation price for such assets and with the intention of disposing
of all such assets within five years. Realisations are managed, as far as possible, with a view to ensuring regular
and consistent distributions of proceeds to Shareholders.

Prior to the EGM held on 28 January 2010, the investment objective of the Fund was to provide Shareholders with
capital appreciation over the medium to long-term through an economic exposure to a diverse range of investments
in private finance selected by the Investment Manager.

RESULTS AND DIVIDENDS
The results for the year are shown on page 21.

The Fund did not pay any dividends during the year (2009: nil) and the Directors do not recommend the payment
of a final dividend for the financial year (2009: nil).

NET ASSET VALUE PER PARTICIPATING REDEEMABLE PREFERENCE SHARE

At the financial reporting date, the net assets of the Fund attributable to Participating Redeemable Preference
Shares (“"Shares") for the GBP Share Class were £55,957,707 (2009: £71,775,596) and the net asset value
("NAV") per Share was 69.37p (2009: 88.97p).

For the EUR Share Class the net assets of the Fund attributable to Participating Redeemable Preference Shares
were €18,989,054 (2009: €24,501,425) and the NAV per Share was 56.66¢ (2009: 73.11c).

DIRECTORS

The Directors, all of whom are non-executive directors, are as listed on page 1. Robert Addison, who was
appointed as a Director on incorporation of the Fund, resigned as a Director on 31 December 2009. Neal Meader
and Peter Radford, who were appointed as Directors on incorporation of the Fund, resigned as Directors on 28
January 2010. Hugh Aldous, Andrew Duquemin and William Scott were appointed as Directors on 31 December
2009 and Christopher Harris was appointed as a Director on 1 August 2010.
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DIRECTORS (continued)

During the year, business relationships existed between the Directors of the Fund and Related Parties to the Fund.
These relationships are detailed in notes 5 and 6 to the financial statements.

At 31 March 2010 and at the date of signing this report, the Directors had no interests in the Shares of the Fund.
SUBSTANTIAL SHAREHOLDINGS

On 31 August 2010, the following interests in 10% or more of the issued Participating Redeemable Preference
Shares had been notified to the Fund:

Number of Participating Redeemable  Percentage of

Sterling Class Preference Shares share capital
HSBC Global Custody Nominee (UK) Limited 53,045,493 72.37%
The Bank of New York (Nominees) Limited 18,107,635 24.70%
EUR Class

Banque de Depots et de Gestion 11,567,617 37.55%
BBHISL Nominees Limited 9,773,848 31.72%
Securities Services Nominees Limited 6,014,676 19.52%

GOING CONCERN

After making reasonable enquiries, and assessing all data relating to the Fund’s liquidity, the Directors have a
reasonable expectation that the Fund has adequate resources to continue in operational existence for the
foreseeable future and do not consider there to be any threat to the going concern status of the Fund. For this
reason, they continue to adopt the going concern basis in preparing the financial statements.

FUTURE PROSPECTS

The Directors believe that the Fund’s Investment Objective can be met in the stated five-year timeframe. Further
details are given in the Investment Manager’s Report.

LITIGATION

So far as the Directors are aware, no litigation or claim of material importance is pending or threatened against the
Fund. The Fund has not commenced proceedings of any material importance.

Together with the legal advisors to the ICC and its Cells, the new Board is continuing to review the past
governance of the ICC and its Cells (of which the Fund is one such Cell). Questions have and are being raised
with the former managers, officers and advisors in this regard.

CORPORATE GOVERNANCE

As a Guernsey incorporated entity and under the CISX Rules, the Fund is not required to comply with The
Combined Code on Corporate Governance published by the Financial Reporting Council (the "2008 FRC Code").
However, the Directors place a high degree of importance on ensuring that high standards of Corporate
Governance are maintained and that the Fund complies with the Guidance on Corporate Governance in the
Finance Sector in Guernsey, issued by the Guernsey Financial Services Commission. As a result, many of the
principles set out in the 2008 FRC Code have been adopted and these are summarised below, together with the
areas of non-compliance.

Since the new Board has been appointed, the Fund has complied with the provisions of the Combined Code
Principles of Good Governance and Code of Best Practice, except in the following aspects:

A.1.3 The non-executive Directors have not met separately, without the Chairman present, to appraise the
Chairman’s performance. The Board decided that this was not appropriate given the nature of the Fund and
that the current Directors were only appointed on 31 December 2009.

A.3.3 The Chairman, Mr Aldous, is the senior non-executive Director. This is not in accordance with provision
A3.3 of the 2008 FRC Code but is felt to be appropriate for the size and nature of the Fund.
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CORPORATE GOVERNANCE (continued)

A.6.1 The Board did not undertake a formal appraisal of the Board, its committees or the individual Directors
during the year. The Board decided that this was not appropriate given the nature of the Fund and that the
current Directors were only appointed on 31 December 2009.

B.2.1 The Board has neither established a remuneration committee nor a nomination committee as it does not
have any executive directors and does not consider it to be appropriate for the size and composition of the
Board.

BOARD RESPONSIBILITIES

The Board currently comprises four non-executive members, three of whom are independent non-executive
Directors. Mr Duquemin ceased to be an independent Director on 1 July 2010 when Elysium, a company of which
he is a director, was appointed administrator to certain of the ICC Cells. Mr Duguemin intends to resign as a
Director of the Fund on completion of the audits of the Cells of the ICC for the year ended 31 March 2010. The
Fund has no executive directors. As all the Directors are non-executive, the Chairman (Mr Aldous) is the senior
non-executive Director.

The Board has engaged external companies to undertake the investment management, administrative and custodial
activities of the Fund. Clear documented contractual arrangements are in place with these firms, which define the
areas where the Board has delegated responsibility to them. Since the appointment of the new Directors, the Board
has met monthly to review the Fund's investments and all other important issues to ensure control is maintained
over the Fund's affairs.

Since all the Directors are non-executive, the Fund is not required to state how it applied B.1 to B.3 of the 2008
FRC Code on directors’ remuneration. However, the fee that was paid to each Director during the year is shown
in note 6 to the financial statements.

BOARD COMMITTEES

Since Mr Aldous, Mr Dugquemin and Mr Scott’s appointments to the Board on 31 December 2009, the Fund has
used a number of committees to control its operations. Prior to 31 December 2009, the Fund did not have any
committees, with all of the business being addressed by the Board.

Each committee has formal written terms of reference, which clearly define their responsibilities.

Audit Committee
The Audit Committee comprises all the Directors of the Fund and meets at least twice a year. Mr Duquemin is
Chairman of the Audit Committee. It provides a forum through which the Fund’s auditor reports to the Board.

Risk Committee

The Risk Committee comprises all the Directors of the Fund and meets at least once a year. Mr Scott is Chairman
of the Risk Committee. The function of the Risk Committee is to monitor the level of various risks to which the
Fund is exposed, including the risk of litigation and other legal actions.

BOARD MEETINGS

All members of the Board are expected to attend each Board meeting and to arrange their schedules accordingly,
although non-attendance is unavoidable in certain circumstances. Directors' attendance at Board and committee
meetings for the year ended 31 March 2010, by reference to the number of meetings held whilst each Board
member was actually a Director, is set out in the following table:

Board meetings Audit Committee Risk Committee

meetings meetings
Hugh Aldous (appointed on 31 December 2009) 3/5 1/2 0/0
Andrew Duquemin (appointed on 31 December 2009) 4/5 212 0/0
William Scott (appointed on 31 December 2009) 4/5 2/2 0/0
Peter Radford (resigned on 28 January 2010) 23/24 n/a n/a
Neal Meader (resigned on 28 January 2010) 20/24 n/a n/a
Robert Addison (resigned on 31 December 2009) 18/23 n/a n/a
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DIALOGUE WITH SHAREHOLDERS

The Directors are always available to enter into dialogue with Shareholders. The Board also stays abreast of
Shareholders’ views via regular updates from the Investment Manager as to meetings it may have held with
Shareholders.

INTERNAL CONTROL AND FINANCIAL REPORTING
The Board is responsible for establishing and maintaining the Fund's system of internal control. Internal control
systems are designed to meet the particular needs of the Fund and the risks to which it is exposed, and, by their

very nature, provide reasonable, but not absolute, assurance against material misstatement or loss. The key
procedures which have been established to provide effective internal controls are as follows:

o The Administrator is responsible for the provision of administration and company secretarial duties;

o The duties of investment management, accounting and the custody of assets are segregated. The
procedures are designed to complement one another;

o The Non-Executive Directors of the Fund clearly define the duties and responsibilities of their agents and
advisers in the terms of their contracts;

o The Board reviews financial information produced by the Investment Manager and the Administrator on a
regular basis;

o On an ongoing basis, compliance reports are provided at each Board meeting by the Administrator; and

o A Valuation Committee, comprising members of the Administrator, meets at least once a month to agree

and review valuation methodologies to ensure that valuations are calculated in accordance with the Fund's
valuation and accounting policies and with International Financial Reporting Standards.

The Fund does not have an internal audit department. All of the Fund's management functions are delegated to
independent third parties and it is therefore felt that there is no need for the Fund to have an internal audit function.

The internal control systems are designed to meet the Fund’s particular needs and the risks to which it is exposed.
Accordingly, the internal control systems are designed to manage rather than eliminate the risk of failure to
achieve business objectives and by their nature can only provide reasonable and not absolute assurance against
misstatement and loss.

PAYMENT TO CREDITORS

Amounts due to suppliers and service providers are settled promptly within the terms of the payment, except in
cases of dispute. The Fund does not have any trade creditors.

FINANCIAL RISK PROFILE

The Fund's financial instruments comprise investments, cash and various items such as payables and receivables
that arise directly from the Fund's operations. The main purpose of these instruments is the investment of
Shareholders' funds.

The main risks are market risk (comprising price risk, foreign currency risk and interest rate risk), credit risk and
liquidity risk. Further details are given in note 15 to the financial statements.
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

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

. select suitable accounting policies and then apply them consistently;

. make judgements and estimates that are reasonable and prudent;

o state whether applicable accounting standards have been followed subject to any material departures
disclosed and explained in the financial statements; and

o prepare the financial statements on a going concern basis unless it is inappropriate to presume that the Fund

will continue in business.
The Directors confirm that the financial statements comply with the above requirements.

10
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES (continued)

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Fund and to enable them to ensure that the financial statements comply with
the Companies (Guernsey) Law, 2008 as amended, The Protection of Investors (Bailiwick of Guernsey) Law, 1987
and the Fund’s Principal Documents. They are also responsible for safeguarding the assets of the Fund and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

DIRECTORS' STATEMENTS

The Directors make the following statements:-

o so far as they are aware, there is no relevant audit information of which the Fund's auditor is unaware;

o the Directors have taken all steps they ought to have taken to make themselves aware of any relevant audit
information and established that the Fund's auditor is aware of that information; and

o The financial statements give a true and fair view of the financial position and results of the Fund and have

been prepared in accordance with International Financial Reporting Standards, The Companies (Guernsey)
Law, 2008 as amended and The Protection of Investors (Bailiwick of Guernsey) Law, 1987.

THE INVESTMENT MANAGER

Arch Financial Products LLP resigned as Investment Manager to the Fund and Spearpoint Limited (the
"Investment Manager™) was appointed in its place on 1 December 2009 pursuant to an Investment Management
Agreement effective from that date (the "Management Agreement"), between the Investment Manager and the
Fund.

Pursuant to an agreement reached in late 2009 between Arch Financial Products LLP, Spearpoint Limited and the
old Board of Directors of the ICC and its Cells:

o Arch Financial Products LLP agreed to forgo outstanding investment management fees, then calculated to
be worth approximately £3.4 million (across all of the Cells of the ICC), that were otherwise considered to
be due to it;

o Spearpoint Limited agreed to take on the management of the ICC and its Cells for a take-on fee of £2.5
million; and

o The ICC and its Cells agreed to provide Arch Financial Products LLP with a limited release in relation to

certain cross investment fees (which the ICC considered ought otherwise to be repaid to the Cells) then
calculated to be worth approximately £1.0 million.

It now appears that there may have been an error in the calculation of the outstanding investment management fees
and/or the cross investment fees. Together with the legal advisors to the ICC and its Cells, the new Board is
continuing to investigate such potential errors and their implications (if any) for the ICC and its Cells.

Details of the fees payable to the Investment Manager are disclosed in notes 4 and 5.

The Directors believe that Spearpoint Limited has performed creditably since its appointment as Investment
Manager on 1 December 2009. In the opinion of the Directors, it is in the interests of Shareholders as a whole to
retain the services of Spearpoint Limited.

The Investment Manager’s appointment may be terminated, after the expiry of a minimum period of one year, on
six months’ notice given by either party or immediately at any time by the Fund upon material breach of the
Management Agreement by the Investment Manager, the insolvency, liquidation (save for the purpose of a
previously approved winding up) or receivership of the Investment Manager or if the Investment Manager ceases
to be qualified to act as such or, if for good and sufficient reason, the Fund is of the opinion that a change of
manager is desirable in the interests of Shareholders and an Extraordinary Resolution is passed removing the
Investment Manager.
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ARCH PRIVATE FINANCE IC LIMITED
DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

THE ADMINISTRATOR

Bordeaux Services (Guernsey) Limited had been appointed as Administrator of the Fund pursuant to an
Administration Agreement dated 28 December 2006 (the "Administration Agreement"). The Administrator had
also been appointed to act as Secretary of the ICC and the Fund.

Details of the fee payable to the Administrator are disclosed in notes 4 and 5.

With effect from 1 July 2010, Bordeaux Services (Guernsey) Limited resigned as Administrator to the Fund and
Elysium Fund Management Limited was appointed in its place.

CUSTODIAN

The Fund appointed MeesPierson (C.I.) Limited as the Custodian of the Fund under the terms of a Custodian
Agreement dated 29 December 2006.

Details of the fee payable to the Custodian are disclosed in note 4.

The appointment of the Custodian can be terminated by the Fund or the Custodian (subject to the appointment of a
replacement) upon not less than 90 days’ prior written notice or earlier upon default by either party.

STATUS OF TAXATION

The Income Tax Authority of Guernsey has granted the Fund exemption from Guernsey income tax under the
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 and the income of the Fund may be distributed or
accumulated without deduction of Guernsey income tax. Exemption under the above mentioned Ordinance entails
payment by the Fund of an annual fee of £600 for each year in which the exemption is claimed. It should be noted,
however, that interest and dividend income accruing from the Fund’s investments may be subject to withholding
tax in the country of origin.

The Fund has not suffered any withholding tax in the year on its direct investments, although withholding tax may
have been suffered within certain investments held by the Fund.

AUDITOR

Ernst & Young LLP replaced the previous auditor, Moore Stephens, with effect from 19 March 2010. Ernst &
Young LLP has indicated its willingness to continue in office and a resolution concerning its reappointment will
be proposed at the Fund's forthcoming Annual General Meeting.

On behalf of the Board

H G Aldous A Duquemin
Director Director
30 September 2010
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ARCH PRIVATE FINANCE IC LIMITED
INVESTMENT MANAGER’S REPORT
FOR THE YEAR ENDED 31 MARCH 2010

Spearpoint Limited was appointed to manage the Fund on 1 December 2009. We played no part in the
management of the portfolio prior to this date. Neither were we involved in valuing the assets or creating the net
asset value calculations. Given the nature of the assets we inherited, and the history of the Fund, detailed
comparisons of performance of certain assets and comments on the net asset value performance of the Fund, during
the financial year, are not possible.

In line with the change in investment objective for the Fund, approved by Shareholders at the EGM vote on 28
January 2010, we have focused on an orderly realisation of the assets of the Fund within the shortest period of time
consistent with achieving reasonable prices. To be clear, this is categorically not a fire sale of assets.

The largest exposure of the Fund is to Nautical Ventures which, excluding cash, represents approximately 30% of
the assets of the Fund. The outcome here will, quite obviously, materially determine the performance of the Fund
going forward. We have, therefore, committed to an extensive program of monitoring and reporting to the Board
on a weekly basis in relation to progress on this asset. In the previous financial year this exposure was broken
down into “funding notes” issued by Arch Treasury (“AT”) identified against different ships in the fleet (Arch AT
Thelma Linked Note 07/03/09, for example, representing the “Thelma” vessel in the fleet) but to all intents and
purposes each of these funding notes represented exposure to the same overall structure and operating risks.

Following our appointment, the immediate task was to stabilise the overall structure, which was in dire financial
difficulty, whilst at the same time bringing greater transparency and reducing the potential for conflicts of interest,
thereby improving our overall position should we have to enforce. This restructuring involved writing off a
proportion of the debt which Nautical Ventures was quite clearly never going to be in a position to repay,
irrespective of any anticipated recovery in the shipping market, in return for certain commitments from the
Principals behind Nautical Ventures, who were willing to work with us in a constructive fashion. Quite simply, we
had the choice of letting it go bust and facing a highly destructive enforcement or trying to work in partnership with
them to restructure in the hope of providing some time to benefit from an anticipated recovery in the shipping
market. We took the view that whilst we would not choose to be in this deal there was no immediate way out that
did not destroy value, and that we had no real choice but to restructure, which included running the risk of being
accused of throwing good money after bad if the overall restructuring subsequently failed. Our overall plan has
been to stabilise matters, get all vessels trading so that there will be cash flow to support the remaining loans
outstanding, allow time for an anticipated increase in shipping rates to help heal the structure, and that with stability
would come a platform for a future exit.

Although the overall structure remains fragile, and it is too early to claim success, evidence to-date suggests that a
restructuring was the right option. All of the vessels are now available for trade, which is a marked improvement
on the position when we were appointed and, crucially, the Admiral, which is a bulk carrier, is finally out of the
ship yard where it was undergoing a conversion, which had been stalled due to a lack of cash flow. Now that all
vessels are available for trade, the performance of the structure will be more directly linked to the performance of
the shipping market, although certain features of the more elderly tankers in the fleet limit their trade to certain
markets. Going forward rising shipping rates will have a positive impact on the structure but the nature of certain
vessels within the fleet will limit the extent to which a recovery in shipping values will flow through to the value of
the vessels, which are the ultimate collateral.

We do not believe that Nautical Ventures will require any further cash support from the Fund. It is now a question
of working with a stabilised Nautical Ventures to recover value for the Fund which will eventually be returned in
the form of cash. In this respect we are not in the economic “double dip” camp. We believe that the economic
recovery will continue, although at a modest rate, and that world trade will continue to expand having a
consequently positive impact on shipping rates despite additional shipping capacity coming on stream. Clearly, if
we are wrong in this assumption, the fragile Nautical Ventures structure will suffer greatly from any renewed
downturn in shipping rates, or any further adverse shocks.
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ARCH PRIVATE FINANCE IC LIMITED

INVESTMENT MANAGER’S REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

The Fund has holdings in two classes of the Medley Opportunity Fund, representing approximately 16% of the
portfolio, which invests in a diversified portfolio of corporate credit and asset-based investments primarily in North
America, Latin America, Western Europe and Asia. During the year, Shareholders agreed for both classes to be
unwound and for capital to be returned to investors. However, the private asset-based lending market significantly
lags its publicly traded counterpart in terms of recovery from the credit crisis, making exits from many of the
positions difficult to achieve in the short term. We therefore have little option but to wait for the underlying loans to
mature over the next 3-4 years, returning capital to Shareholders as received until conditions improve and more
traditional take-out finance can be found.

The Fund has a holding in Ark Royal, amounting to just over 11% of the portfolio, which is a fund investing
primarily in life settlements and trade finance along with Energy Real Estate assets. Since the suspension of the
fund and its subsequent decision to unwind and return capital to investors, progress on the liquidation of assets has
been poor. However, the underlying positions held are all in asset classes which have been slow to rebound post the
credit crisis and this has contributed to the inertia. In order to try to provide some impetus to the investment
manager and gain comfort that everything possible is being done to look after investor interests, we have been in
dialogue with the board and working to ensure it fulfils its fiduciary duty in providing transparency and
governance. It is still unknown how long it will take for exits to be found from the underlying positions and we
remain dissatisfied with certain features of the current situation.

Approximately 8% of the portfolio is invested into Noble Venture Finance II Fund (“NVFII”) which is a fund
specialising in providing debt to, and receiving equity rights in, venture stage companies across Europe. Combined
with other Cells in the ICC, we collectively control a significant proportion of the equity in NVFII and are the
majority holders (68%). We have actively engaged with the board of NVFII and other Shareholders to address
concerns which we had in relation to the level of gearing within NVFII along with other features of the fund.
Subsequent to the year end, we have agreed a package of changes with the board of NVFII which will, subject to
regulatory and Shareholder approval, result in a self managed realisation of the assets. In the meantime, the board
of NVFII have sought to reduce debt within the structure which addresses our concern over excessive leverage.
Since the beginning of 2010, NVFII has cancelled £59m of debt leaving a junior debt facility of £8m and a senior
debt facility of £8m. This reduces debt to, in our view, a more prudent level and, as part of a broader debt
renegotiation with lending banks, NVFII has negotiated a waiver of a potential net tangible worth breach.

The cost structure of NVFII has been reduced by over £1m per annum and further cost savings are possible as part
of the agreed package of changes. The board of NVFII is now finalising a proposal to be put to Shareholders to
amend the fund’s investment period so that it finishes now rather than in 2013. If the package of changes is
approved by a Shareholder vote, the revised investment strategy would be to realise existing investments (debt,
equity and warrant book) over the next 3 years in an orderly fashion. As the term of most loans in the fund is 3
years, the majority of the investments are expected to be realised naturally as companies repay loans. Once debt is
fully repaid then cash flow will go to Shareholders in NVFII, including this Fund.

Caritas Royalties | Fund, approximately 4% of the portfolio, focuses on the acquisition of oil and gas related
royalty interests. A redemption request was submitted for this holding in December 2009. Due to the 6 month
notice period required by the fund, the full redemption proceeds were not received until after the year-end.

SOLA, also represented around 4% of the portfolio, and is a fund investing in non-investment grade, floating rate,
senior secured or unsecured loans, loan participations and other securities issued in public and private markets.
After the suspension of the fund, the Cells opted to move to the unwinding share class which had a mandate to
unwind over 3 years from March 2009 with the intention of returning approximately one third of investor capital
during each of these years. Phase one of this target was met in March 2010. Due to improved market conditions a
further repayment was received ahead of schedule in June 2010.
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ARCH PRIVATE FINANCE IC LIMITED
INVESTMENT MANAGER’S REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

The Arch AT Santa Maria Linked 13% Loan Note represented approximately 3.5% of the assets of the portfolio. In
total, the Cells within the ICC provided a loan to Santa Maria Lines Ltd for €6,650,000, spread across a number of
Cells through the “Arch Treasury” mechanism and represented by loan notes, which are guaranteed by G.Bros
Maritime S.A. The original loan agreement was dated 7 April 2008 and was amended twice by the original
investment manager to allow the borrower to restructure payments. The purpose of the loan was to fund the
acquisition of a ROPAX ferry to be operated between Albania and Italy. On our appointment, it was clear that the
borrower had been in continued default. We sought to negotiate some form of restructuring but found the borrower
uncooperative in all respects and a notice of default was issued. The default was not remedied and a notice of
demand was issued on the guarantor on 10 December 2009. No payments were made by either the borrower or
guarantor. The Cells enforced the mortgage held over the vessel and a provisional order to arrest was obtained in
Greece on 14 December 2009. In addition to the arrest of the vessel, lawyers also obtained court orders in the UK
and Greece to freeze the accounts of the borrower. This occurred on 17 December 2009. In addition, the Cells filed
proceedings against G.Bros and Santa Maria in the High Court in London to establish the merits of the case. These
proceedings were required in order to enforce the security in Greece (i.e. the mortgage).

A court appointed auction of the vessel was initiated by the crew (with the knowledge of Spearpoint) and was
scheduled for 7 April 2010. The auction was postponed (at the request of Spearpoint) to 12 May 2010 to provide
more time to arrange a buyer. No buyers were forthcoming and the Cells took possession of the vessel through the
auction process. Prior to obtaining ownership of the vessel, Spearpoint had to negotiate with 12 lien holders that
had registered claims against the vessel. Settlements were reached with 5 of those parties. A number of these liens
represent priority shipping liens under maritime law which means that they rank ahead of the Cells' first mortgage
position and thereby diminish the value of the Cells' collateral. The previous operator of the vessel had not, for
example, paid crew for some time and the settlement of such claims are a direct reduction in the value of the Cells'
position. In addition the previous operator had not paid insurance premiums and various amounts owing to
suppliers.

In conjunction with enforcement proceedings on the vessel, we have managed several insurance claims made
following damage suffered by the vessel and, to date, the Cells have received €322,988 in insurance proceeds. A
further claim is outstanding for damages suffered to the main engine in 2008, together with a claim for damages
suffered in 2009, both of which we continue to work on.

Following the transfer securing ownership of the vessel, we have been in discussions with several potential buyers
but have not been able to conclude a deal. The vessel will be a cost to the Cells, in terms of a skeleton crew and
port costs etc., until a buyer is found.

Pentagon Bernini, approximately a 3% holding, is a multi-strategy investment fund with a focus on structured debt,
special situations and facilitation opportunities. The fund suspended dealing and decided to begin unwinding during
2008. Due to the illiquid nature of the underlying assets, the fund has been unable to generate exits from many of
the positions it holds. Unfortunately, until private market conditions improve somewhat, this will continue to
remain the case. We remain in regular contact with the manager.

The Fund holds a position in Arch AT Marinter 11 & IV Linked Notes and at the year-end this represented a little
under 2% of the portfolio. These were funding notes issued to the Fund by Arch Treasury and represent an
investment into a “new build” shipping deal in China. In total the various Cells of the ICC provided funding for the
building of 4 vessels (HF103,104,105 and 106). Two loan agreements were signed: the first for vessels HF103 and
HF104 dated 3 August 2007 for €1,990,000 and the second for vessels HF105 and HF106 dated 23 June 2008 for
€2,660,000. Both loan agreements are in default and notices of default were provided to the borrower on 16
February 2010. On behalf of the Cells, we had conversations with the director of the borrower regarding the
possibility of reaching an agreement with the ship builders to return money held in escrow less some reasonable
costs. We found the borrower uncooperative in its approach, not least its unwillingness to properly account for
working capital provided as part of these deals, and we rejected what we found to be a wholly unreasonable
proposition from the borrower. Negotiations ceased.
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ARCH PRIVATE FINANCE IC LIMITED
INVESTMENT MANAGER’S REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

On 17 February 2010, the Cells provided notice to the ship builder that the loan with the borrower was in default
and that they had taken an assignment of the borrower’s rights under the ship building contract (the borrower is the
buyer under the ship building contract). For vessels HF103 and HF104, we notified the ship builder that the vessels
were due to be delivered on 15 November 2008 and, as they had not been delivered, the Cells were rescinding the
contract and instructed them to return the money held in escrow (€715,000 for each vessel). The ship builders
refused to release the money held in escrow and we instructed external counsel to initiate arbitration proceedings
(which are required pursuant to the ship building contract). The Cells and the ship builders each appointed an
arbitrator.

The ship builders have presented an argument that the delays in delivering the vessel are a result of the actions of
the borrower. The ship builders claim that the borrower was responsible for delivering the technical drawings for
the vessels and that work only ceased when the remainder of the drawings were not presented. The Cells lawyers
have considered this defence but remain confident that the arbitration claim will be successful.

The arbitration process can take between 3 and 6 months, however, once the claim submission is submitted, there
are various time periods which are prescribed (for example, 14 days to submit a defence after the claim is
submitted). Once all documentation is submitted to the arbitrators, a decision will be reached and will be binding
on both parties. In addition to the arbitration, the Cells have taken advice from external counsel over what further
action might be taken against the borrower.

In March 2010, the Fund sold its stake in Lonscale as part of an exit from the business by all of the Cells of SPL
Guernsey. The Fund’s interest in Lonscale had been valued at zero prior to the sale because of the high levels of
bank debt against the properties owned by Lonscale and the consistent operating losses generated by the business.
The business was sold for £10.4m to the then minority Shareholder of Lonscale in a deal featuring part up-front and
part deferred consideration. The deferred consideration is conditional and is payable over a two year period
following the date of the sale. The position is valued at zero in the accounts because of the conditional nature of
the deferred consideration, however as at the date of writing this report (6 September 2010) the Fund has received
£0.3m of upfront and deferred consideration. If the Fund is paid in full, we expect to receive £2.2m over two years
in total consideration for the sale.

Growth Management Limited, a 3% portfolio holding, is a fund focused on credit, trade finance and private equity
investments in a number of emerging markets. Due to the weight of investor redemptions the fund suspended
dealing, followed by a decision to unwind and return capital to investors during 2009. Around 12% of the March
2009 NAV was returned to the Fund during the period and further regular payments have subsequently been
received. The fund is on target to meet the expected return of around 45% of the pre-suspension NAV to investors
by the end of 2010. The remaining less liquid portion of its portfolio will then be realised as and when suitable exit
opportunities arise.

Bond Capital Partners accounts for almost 3% of the portfolio and is a private equity fund that aims to generate
returns by providing later stage structured finance for mid-market companies. The sector focus is in media,
technology and services. The Fund’s commitment to Bond Capital Partners has been fully drawn down and
invested, however the fund has an eight year investment term which commenced in 2008. Accordingly, there is no
opportunity to generate liquidity from this investment in the near-term.
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INVESTMENT MANAGER’S REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

The Cell has a minority investment in Execution Noble, representing almost 3% of the Cell’s investment exposure.
Execution Noble is a UK-based financial services firm with diverse investment banking and capital markets
operations. Execution Noble was formed following the merger of Noble Group Limited and Execution Holdings
Limited in 2009. The business is now in the process of completing another merger, this time with a much larger
investment banking partner. The deal is part shares and part cash, and so when completed, will see the Fund realise
50% of its investment in Execution Noble.

New Stream Secured Capital (1.4% of the portfolio) is a fund focused on commercial finance, life settlements and
US real estate. After the fund suspended dealing, a restructuring plan was presented to investors and agreed in May
2009. The investment manager then began to work to exit positions in an orderly manner but the nature of the
underlying positions meant progress varied depending on the asset. By March 2010 some assets had been
liquidated but cash was retained to meet life settlement premium financing commitments. Subsequent to the year-
end, certain investors have successfully challenged the restructuring plan in the courts. The original plan treated all
investors pari passu, but the courts found that specific assets held by the fund were in fact directly applicable to
certain share classes over others. At the time of writing we are still awaiting full clarification of what this will mean
for the value of the Fund’s holding but in general terms the Fund's position has been subordinated and, therefore,
disadvantaged.

Although it is a small part of the portfolio we inherited, and which had been marked down to nil in the year end net
asset value of the Fund, we are pleased to have achieved some modest recovery on the Financial Partners exposure
as this was once a significant investment by the Cells. Financial Partners was basically an international IFA based
in Indonesia, Dubai and Hong Kong. As a result of the financial collapse of the overall structure we have inherited
various rights and entitlements. We have been working to convert these into some recovery for the Cells although
the opaque nature of the entities we are now having to deal with, and the resultant asymmetric information, means
that it is difficult to determine with any form of certainty what further value might be recovered.

Aarkad Fund, which represented 2.4% of the portfolio, is another asset where we expect recovery to be very low in
relation to the size of the original investment. Aarkad is a poor quality “hedge” fund with an opagque management
structure which has subsequently gone into liquidation. We are in touch with the liquidators who do now seem to
be making some progress in terms of getting a grip on the assets. The liquidators will drive the process going
forward and so we will be necessarily passive but remain in close contact with them.

SPL Treasury (AT1) Income A relates to the Arch Treasury vehicle which was often the intermediary vehicle used
to facilitate investments on behalf of a number of different Cells in the range. We are in the process of rationalising
and simplifying this vehicle with the ultimate intention of transferring exposure directly to each Cell and closing the
treasury entity. We would not anticipate any uplift in value from the current valuations.

At the date of this report, the Fund held some small positions in other Cells within the ICC. Our ability to realise
liquidity from these holdings was dependent upon each of the underlying Cells introducing its own share buyback
programme, which we could then sell into. In turn, this was dependent upon each of the underlying Cells either
having its suspension lifted on the Channel Island Stock Exchange (“CISX”), to restore trading, or delisting from
the CISX to facilitate off-market transactions.

Subsequent to the year-end, the holding of SPL China AME Energy (NR1) IC Limited returned all capital to
Shareholders and went into liquidation. The Tranquil Insurance Company 13% Loan Note 18/08/10 repaid in full
ahead of schedule, thereby increasing the cash held within the Cell.

The Arch AT The Cloud Linked Loan Note is a fully performing loan which is expected to repay in full shortly.
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INVESTMENT MANAGER’S REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

The BMS Specialist Debt Fund is 100% owned by the Cells of the ICC and the large exposure to this Fund has
resulted in an element of consolidation for the purposes of the account. BMS have been constructive and we are
working closely with them to agree a liquidity profile. William Scott, a Director of this Cell, will be joining the
board of the BMS Specialist Debt Fund to provide an additional layer of oversight.

As we have realised cash within the Fund we have sought to return this cash to Shareholders in line with the overall
objectives. The easiest means to achieve this is to use a share buyback mechanism but we will explore the use of
other mechanisms, such as a tender offer, to accelerate the return of capital to Shareholders. Indeed, details of a
Tender Offer are disclosed on pages 45 - 47.

Spearpoint Limited
6 September 2010
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ARCH PRIVATE FINANCE IC LIMITED
INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF ARCH PRIVATE FINANCE IC LIMITED

We have audited the Group's financial statements for the year ended 31 March 2010 which comprise the
Consolidated Statement of Comprehensive Income, Consolidated Statement of Financial Position,
Consolidated Statement of Changes in Net Assets Attributable to Holders of Participating Redeemable
Preference Shares, Consolidated Statement of Cash Flows and the related notes 1 to 22. These financial
statements have been prepared under the accounting policies set out therein.

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

Respective responsibilities of Directors and Auditors

The Directors are responsible for the preparation of the financial statements in accordance with applicable
Guernsey law and International Financial Reporting Standards as set out in the Statement of Directors'
Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with The Companies (Guernsey) Law, 2008 as amended. We also report to you if, in
our opinion, the Fund has not kept proper accounting records, if the Fund’s financial statements are not in
agreement with the accounting records or if we have not received all the information and explanations we
require for our audit.

We read the other information in the Annual Report and consider whether it is consistent with the financial
statements. The other information comprises only the Chairman's Statement, the Directors’ Report, the
Investment Manager’s Report and the Portfolio Statement. We consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the financial statements. Our
responsibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the Directors in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the Fund's circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements.
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ARCH PRIVATE FINANCE IC LIMITED
INDEPENDENT AUDITOR'S REPORT (continued)
TO THE MEMBERS OF ARCH PRIVATE FINANCE IC LIMITED

Opinion - disclaimer of audit opinion regarding the results of operations and unqualified opinion
regarding financial position

With respect to the comparative figures for the year ended 31 March 2009 the audit evidence available to us
was limited as we were not able to obtain adequate evidence in respect of the timing or magnitude of
adjustments which may have been necessary to the prior period results and financial position, prior to our
appointment as auditor of the Fund. The former directors of the Fund were no longer in office at the date of
our appointment and the investment manager appointed to advise the Fund was replaced before our
appointment. We were unable to obtain sufficient audit evidence regarding the comparative figures for the
year ended 31 March 2009 and were unable to satisfy ourselves on these matters by performing other audit
procedures.

Because of the significance of the above matter in relation to the results of the Company's operations for the
year to 31 March 2010 we are not in a position to, and do not, express an opinion on the results of its
operations or its cash flows for the year then ended.

In our opinion, the balance sheet gives a true and fair view, in accordance with International Financial
Reporting Standards, of the financial position of the Fund as at 31 March 2010 and has been properly
prepared in accordance with the Companies (Guernsey) Law, 2008.

Emphasis of matter — carrying value of investments

In forming our opinion on the Fund’s financial position at 31 March 2010, which is not qualified, we have
considered the adequacy of the disclosure made in notes 2 and 10 to the financial statements concerning the
uncertainties involved in estimating impairments for those investments where fair value can no longer be
reliably measured. The matters explained in notes 2 and 10 to the financial statements indicate the existence
of a material uncertainty about the carrying value of such investments. The amounts eventually recovered
may differ from the carrying value but the difference cannot presently be determined.

Ernst & Young LLP
Guernsey, Channel Islands

30 September 2010
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ARCH PRIVATE FINANCE IC LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2010

Income

Turnover

Bank interest
Investment income
Other income
Total income

Expenses

Administration fees

Audit fees

Bad and doubtful debts

Custodian fees

Directors' fees and expenses

Investment Manager's initial dealing charge
Investment management fees
Subsidiary investment management fees
Performance fees

Investment advisory fees

Subsidiary administration fees

Loan arrangement fees

Loan interest

Other operating expenses

Total expenses

Investment gains and losses
Realised (loss)/gain from sale of investments
Movement in unrealised loss on investments

Total investment loss

Net loss from operating activities before gains and losses on
foreign currency exchange

Gain/(loss) on foreign currency exchange

Non Controlling Interests
Total comprehensive loss for the year attributable to holders of
Participating Redeemable Preference Shares

Comprehensive loss attributable to holders of £ Class
Comprehensive loss attributable to holders of € Class
Weighted average shares in existence during the year £ Class
Weighted average shares in existence during the year € Class

Loss per Participating Redeemable Preference Share - £ Class

Loss per Participating Redeemable Preference Share - € Class

All items in the above statement are derived from continuing operations.

There was no other comprehensive income in the year.

The accompanying notes on pages 25 — 42 form an integral part of these audited financial statements.
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Consolidated

2010 2009
£ £
- 441,302
9,054 610,099
2,847,854 3,607,952
386,729 249,444
3,243,637 4,908,797
129,456 127,503
68,385 19,800
1,152,994 85,894
73,080 86,714
21,653 2,239
- 1,112,430
843,482 1,108,541
107,406 -
(27,977) 24,867
107,222 34,851
118,498 73,726
21,169 -
24,971 -
550,278 204,416
3,190,617 2,880,981
(38,242,537) 9,206,770
14,406,936  (30,350,278)
(23,835,601)  (21,143,508)
(23,782,581)  (19,115,692)
2,268,045 (8,800,804)
(21,514,536)  (27,916,496)
(57,100) (40,318)
(21,571,636)  (27,956,814)
(15,817,889)  (23,553,211)
(5,753,747)  (4,403,603)
80,671,137 72,525,782
33,511,838 17,631,537
(£0.1961) (£0.3248)
(€0.1717) (€0.2498)



ARCH PRIVATE FINANCE IC LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2010

Consolidated

Notes 2010 2009
£ £
Assets
Current assets
Financial assets 10,11 42,385,485 72,076,679
Other receivables and prepayments 12 13,115,753 11,326,470
Open forward foreign exchange contracts 16 - 1,053,351
Cash and cash equivalents 24,184,870 16,199,732
Total assets 79,686,108 100,656,232
Equity and liabilities
Share capital — Management Shares 17 2 2
Participating Redeemable Preference Shares 117,211,357 117,211,357
Retained deficit 19 (44,341,418) (22,769,782)
72,869,941 94,441,577
Non-controlling interests 5,657,025 5,599,925
Total equity 78,526,966 100,041,502
Liabilities
Borrowings 13 749,656 -
Other payables 14 409,486 614,730
Total liabilities 1,159,142 614,730
Total equity and liabilities 79,686,108 100,656,232
Net Asset Value per Participating Redeemable 18 £0.6937 £0.8897
Preference Share £ Class
Net Asset Value per Participating Redeemable 18 €0.5666 €0.7311

Preference Share € Class
These financial statements were approved by the Board and authorised for issue on 30 September 2010.

For and on behalf of
ARCH PRIVATE FINANCE IC LIMITED

H G Aldous
Director

A Dugquemin
Director

The accompanying notes on pages 25 — 42 form an integral part of these audited financial statements.
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ARCH PRIVATE FINANCE IC LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO HOLDERS
OF PARTICIPATING REDEEMABLE PREFERENCE SHARES

FOR THE YEAR ENDED 31 MARCH 2010

£ Class

Net assets attributable to holders of Participating
Redeemable Preference Shares at start of year

Issue of Participating Redeemable Preference Shares

Total comprehensive loss attributable to holders of
Participating Redeemable Preference Shares

Net assets attributable to holders of Participating
Redeemable Preference Shares at end of year
€ Class

Net assets attributable to holders of Participating
Redeemable Preference Shares at start of year

Issue of Participating Redeemable Preference Shares

Notes

17

17

Redemption of Participating Redeemable Preference Shares 17

Total comprehensive loss attributable to holders of
Participating Redeemable Preference Shares

Net assets attributable to holders of Participating
Redeemable Preference Shares at end of year

2010 2009
£ £
71,775,596 72,841,366
- 22,487,441
(15,817,889)  (23,553,211)
55,957,707 71,775,596
2010 2009
£ £
22,665,979 -
- 31,271,582
- (4,202,000)
(5,753,747) (4,403,603)
16,912,232 22,665,979

The accompanying notes on pages 25 — 42 form an integral part of these audited financial statements.
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ARCH PRIVATE FINANCE IC LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2010

Cash flows from operating activities
Total comprehensive loss attributable to holders of Participating
Redeemable Preference Shares

Adjusted for:

Bank interest received

Increase in receivables

Decrease in payables

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

Purchase of investments

Sale proceeds from disposal of investments

Share of minority interest

Net cash flows from/(used in) operating activities

Cash flows from financing activities

Bank interest received

Proceeds from issue of Participating Redeemable Preference Shares
Borrowings

Net cash inflows from financing activities

Net increase in cash and cash equivalents

Effect of exchange rate changes during the year

Net movement in cash and cash equivalents

Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Consolidated

2010 2009
£ £
(21,571,636) (27,956,814)
(9,054) (610,099)
(1,789,283) (10,754,515)
(205,244) (191,629)
38,242,537 (9,206,770)
(14,406,936) 30,350,278
(92,245,090) (95,558,307)
98,100,683 65,391,700
57,100 5,599,925
6,173,077 (42,936,231)
9,054 610,099
- 49,557,023
749,656 -

758,710 50,167,122
6,931,787 7,230,891
1,053,351 (2,021,961)
7,985,138 5,208,930
16,199,732 10,990,802
24,184,870 16,199,732

The accompanying notes on pages 25 — 42 form an integral part of these audited financial statements.

24



ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2010

1. GENERAL INFORMATION

Arch Private Finance IC Limited (the "Fund") is an incorporated cell of SPL Guernsey ICC Limited (formerly
Arch Guernsey ICC Limited) (the "ICC"), a closed-ended incorporated cell Company registered with limited
liability and domiciled in Guernsey on 21 December 2006 and authorised by the Guernsey Financial Services
Commission under the Incorporated Cell Companies Ordinance, 2006. The Fund was registered with limited
liability on 21 December 2006 and listed on the Channel Islands Stock Exchange on 31 January 2007 (£ Class) and
11 June 2008 (EUR Class).

On 27 July 2009, the Directors suspended the listing of the Fund on the CISX pending the publication of the
March 2009 net asset valuation. The March 2009 net asset value was published on 30 December 2009 and the
suspension was subsequently lifted on 31 March 2010.

The Fund’s registered office is at 2nd floor, No.1 Le Truchot, St Peter Port, Guernsey, GY1 3JX.

Following the passing of a resolution at the Extraordinary General Meeting ("EGM") held on 28 January 2010, the
Investment Manager now manages the Fund’s portfolio with a view to realising its assets within the shortest period
of time consistent with achieving a reasonable realisation price for such assets and with the intention of disposing
of all such assets within five years. Realisations are managed, as far as possible, with a view to ensuring regular
and consistent distributions of proceeds to Shareholders.

Prior to the EGM, the investment objective of the Fund was to provide Shareholders with capital appreciation over
the medium to long-term through an economic exposure to a diverse range of investments in private finance
selected by the Investment Manager.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance and basis of preparation

The audited consolidated financial statements have been prepared on a going concern basis, under the historical
cost convention as modified by the revaluation of investments and assets and liabilities at fair value through profit
or loss (where applicable) and in accordance with International Financial Reporting Standards ("1FRSs") issued by
the International Accounting Standards Board ("IASB") and The Companies (Guernsey) Law, 2008 as amended
and The Protection of Investors (Bailiwick of Guernsey) Law, 1987.

The preparation of financial statements in conformity with IFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from such estimates.

Standards and amendments to existing standards effective on 1 April 2009

IAS 1 (revised), 'Presentation of financial statements'.

The revised standard prohibits the presentation of items of income and expenses (that is, 'non-owner changes in
equity") in the Statement of Changes in Net Assets Attributable to Holders of Participating Redeemable Preference
Shares, requiring 'non-owner changes in equity' to be presented separately from owner changes in equity. All non-
owner changes in equity are required to be shown in a performance statement, but entities can choose whether to
present one performance statement (the Statement of Comprehensive Income) or two statements (the Income
Statement and Statement of Comprehensive Income). Where entities restate or reclassify comparative information,
they are required to present a restated Statement of Financial Position as at the beginning of the comparative period
in addition to the current requirement to present financial statements of financial position at the end of the current
period and comparative period. The Fund has applied 1AS 1 (Revised) from 1 April 2009 and has elected to
present a single Consolidated Statement of Comprehensive Income. The adoption of this revised standard has not
resulted in a significant change to the presentation of the Fund's performance statement as the Fund has no
elements of other comprehensive income.
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ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Standards and amendments to existing standards effective on 1 April 2009 (continued)

IAS 32 (amendment), ‘Financial instruments: Presentation’, and IAS 1 (amendment), ‘Presentation of financial
statements — Puttable financial instruments and obligations arising on liquidation’.

The amended standards require entities to classify puttable financial instruments, or components of instruments
that impose on the entity an obligation to deliver to another party a prorata share of the net assets of the entity only
on liquidation as equity, provided the financial instruments have particular features and meet specific conditions,
including that all financial instruments in the class of instruments that is subordinate to all other instruments have
identical features. The adoption of these amendments has not resulted in any change in the classification of the
Fund’s Participating Redeemable Preference Shares.

IAS 39 (amendment), 'Financial instruments: Recognition and measurement'.

The amendment was part of the IASB's annual improvement project published in May 2008. The definition of
financial asset or financial liability at fair value through profit or loss as it relates to items that are held for trading
was amended. This clarifies that a financial asset and financial liability that is part of a portfolio of financial
instruments managed together with evidence of an actual pattern of short-term profit taking is included in such a
portfolio on initial recognition. Adoption of this amendment did not have a significant impact on the Fund's
financial statements.

IFRS 7 (amendments), 'Financial instruments: Disclosures' .

The 1ASB published amendments to IFRS 7 in March 2009. The amendments require enhanced disclosures about
fair value measurement and liquidity risk. In particular, the amendments require disclosure of fair value
measurements by reference to a three-level fair value measurement hierarchy. In addition, it is clarified that the
maturity analysis of liabilities should include issued financial guarantee contracts at the maximum amount at which
the guarantee could be called; and secondly requires disclosure of remaining contractual maturities that are
essential for the understanding of the timing of the cash flows. An entity has to disclose a maturity analysis of
financial assets it holds for managing liquidity risk. The adoption of the amendments results in additional
disclosures but does not have an impact on the Fund's financial position.

IFRS 8, 'Operating Segments'.

This standard is effective for accounting periods beginning on or after 1 January 2009, it requires disclosure of
information about the Fund's operating segments and replaced the requirement to determine primary (business) and
secondary (geographical) reporting segments of the Fund. For management purposes, the Fund is organised into
one business unit. The Fund determined that this operating segment was the same as the business segment
previously identified under IAS 14, Segment Reporting.

Standards, amendments and interpretations effective on 1 April 2009 but not relevant

IAS 23 (amendment), '‘Borrowing costs'

IAS 39 and IFRIC 9 (amendments), 'Embedded derivatives' (effective for all periods ending on or after 30 June
2009)

IAS 39 and IFRS 7 (amendments), 'Reclassification of financial assets'

IFRS 1 (amendment), 'First time adoption of IFRS', and 1AS 27,'Consolidated and separate financial statements'
IFRIC 9 (amendment), ‘Reassessment of Embedded Derivatives’

IFRIC 13, ‘Customer Loyalty Programmes’

IFRIC 15, 'Agreements for construction of real estate'

IFRIC 16, 'Hedges of a Net Investment in a Foreign Operation'

IFRIC 18, ‘Transfer of Assets from Customers’

26



ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Improvements to IFRS
In May 2008, the 1ASB issued its first omnibus of amendments to its standards, primarily with a view to removing
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The
amendments to the following standards did not have any impact on the accounting policies, financial position or
performance of the Fund:

IFRS 5, ‘Non-current Assets Held for Sale and Discontinued Operations: Plan to sell the controlling interest in a
subsidiary’

IFRS 7, ‘Financial Instruments Disclosures: Presentation of finance costs’

TIAS 1, ‘Presentation of Financial Statements: Current/non-current classification of derivatives’

IAS 8, ‘Accounting Policies, Change in Accounting Estimates and Errors: Status of implementation guidance’

IAS 10, ‘Events after the Reporting Period: Dividends declared after the end of the reporting period’

IAS 16, ‘Property, Plant and Equipment: Recoverable amount’

IAS 16, ‘Property, Plant and Equipment: Sale of assets held for rental’

IAS 18, ‘Revenue: Costs of originating loan’

IAS 19, ‘Employee Benefits: Curtailments and negative past service costs’

IAS 19, ‘Employee Benefits: Plan administration costs’

IAS 19, ‘Employee Benefits: Replacement of the term "fall due"

IAS 19, ‘Employee Benefits: Guidance on contingent liability’

IAS 20, ‘Accounting for Government Grants and Disclosures of Government Assistance: Government loans with a
below-market rate of interest’

IAS 20, ‘Accounting for Government Grants and Disclosures of Government Assistance: Consistency of
terminology with other I[FRS’

IAS 23, ‘Borrowing Costs: Components of borrowing costs’

IAS 27, ‘Consolidated and Separate Financial Statements: Measurement of subsidiary held for sale in separate
financial statements’

IAS 28, ‘Investment in Associates: Required disclosures when investments in associates are accounted for at fair
value through profit or loss’

IAS 28, ‘Investment in Associates: Impairment of investment in associate’

IAS 29, ‘Financial Reporting in Hyperinflationary Economies: Description of measurement basis in financial
statements’

IAS 29, ‘Financial Reporting in Hyperinflationary Economies: Consistency of terminology with other IFRS’

IAS 31, ‘Interest in Joint Ventures: Required disclosures when interests in jointly controlled entities are accounted
for at fair value through profit or loss’

IAS 34, ‘Interim Financial Reporting: Earnings per share disclosures in interim financial reporting’

IAS 36, ‘Impairment of Assets: Disclosure of estimates used to determine recoverable amount’

IAS 38, ‘Intangible Assets: Advertising and promotional activities’

IAS 38, ‘Intangible Assets: Unit of production method of amortisation’

IAS 39, ‘Financial Instruments: Recognition and Measurement: Reclassification of derivatives into or out of the
classification of at fair value through profit or loss’

IAS 39, ‘Financial Instruments: Recognition and Measurement: Designation and documentation of hedges at the
segment level’

IAS 39, ‘Financial Instruments: Recognition and Measurement: Applicable effective interest rate on cessation of
fair value hedge accounting’

IAS 40, ‘Investment Property: Property under construction or development for future use as investment property’
IAS 40, ‘Investment Property: Consistency of terminology with IAS 8, investment property held under lease’

IAS 41, ‘Agriculture: Discount rate for fair value calculations’
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ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Improvements to IFRS (continued)
IAS 41, ‘Agriculture: Additional biological transformations’
IAS 41, ‘Agriculture: Examples of agricultural produce and products, point of sale costs’

In April 2009, the IASB issued a second omnibus of amendments to its standards and interpretations. The
following amendment did not have any impact on the accounting policies, financial position or performance of the
Fund:

IAS 18, ‘Revenue: Determining whether an entity is acting as a principal or as an agent’
New standards and interpretations not applied

The IASB has issued/revised the following relevant standards and interpretations with an effective date after the
date of these financial statements:

International Accounting Standards (IAS/IFRS)

IAS 1, ‘Presentation of Financial Statements’ (revised April 2009 and effective for annual periods beginning on or
after 1 January 2010)

IAS 7, ‘Statement of Cash flows’ (revised April 2009 and effective for annual periods beginning on or after 1
January 2010)

IAS 17, ‘Leases’ (revised April 2009 and effective for annual periods beginning on or after 1 January 2010)

IAS 24, ‘Related Party Disclosures’ (revised November 2009 and effective for annual periods beginning on or
after 1 January 2011)

IAS 27, ‘Consolidated and Separate Financial Statements’ (revised May 2008 and effective for annual periods
beginning on or after 1 July 2009)

IAS 32, ‘Financial Instruments: Presentation’ (revised 2009 and effective for annual periods beginning on or after
1 February 2010)

IAS 36, ‘Impairment of Assets’ (revised April 2009 and effective for annual periods beginning on or after 1
January 2010)

IAS 38, ‘Intangible Assets’ (revised April 2009 and effective for annual periods beginning on or after 1 July 2009)
IAS 39, ‘Financial Instruments: Recognition and Measurement’ (revised July 2008 and effective for annual periods
beginning on or after 1 July 2009)

IFRS 1, ‘First time adoption of International Financial Reporting Standards’ (revised July 2009 and January 2010
and effective for annual periods beginning on or after 1 July 2010)

IFRS 2, ‘Share-based Payment’ (revised April 2009 and July 2009 and effective for annual periods beginning on or
after 1 January 2010)

IFRS 3, ‘Business Combinations’ (revised January 2008 and April 2009 and effective for annual periods beginning
on or after 1 July 2009)

IFRS 5, ‘Non-current Assets Held for Sale and Discontinued Operations’ (revised April 2009 and effective for
annual periods beginning on or after 1 January 2010)

IFRS 8, ‘Operating Segments’ (revised April 2009 and effective for annual periods beginning on or after 1 January
2010)

IFRS 9, ‘Financial Instruments — Classification and Measurement’ (revised November 2009 and effective for
annual periods beginning on or after 1 January 2013)

IFRIC 14, ‘IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction’
(effective January 2011)

IFRIC 17, ‘Distributions of Non-Cash Assets to Owners’ (issued November 2008 and effective for annual periods
beginning on or after 1 July 2009)

IFRIC 18, ‘Transfers of Assets from Customers’ (Transfers received on or after 1 July 2009)

IFRIC 19, ‘Extinguishing Financial Liabilities with Equity Instruments’ (effective for annual periods beginning on
or after 1 July 2010)
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ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Directors have chosen not to early adopt the above standards and interpretations and they do not anticipate
that they would have a material impact on the Fund’s financial statements in the period of initial application.

Consolidation

Subsidiaries are all entities (including special purpose entities) over which the Fund has power to govern the
financial and operating policies generally accompanying a shareholding of more than one half the voting rights.
The existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Fund controls another entity. Subsidiaries are fully consolidated from the date on which
control is transferred to the Fund. They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of
an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly attributable to the acquisition.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are
eliminated. Unrealised losses are also eliminated but considered an impairment indicator of the asset transferred.
Accounting policies of Subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Functional and Presentation Currency

The performance of the Fund is measured and reported to investors in Sterling. The Directors consider Sterling as
the currency that most accurately represents the economic effects of the underlying transactions, events and
conditions. The financial statements are presented in Sterling, which is the Fund’s functional and presentation
currency.

Foreign Currency

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Consolidated Statement of Comprehensive Income. Translation differences on non-
monetary financial assets and liabilities, such as financial assets at fair value through profit or loss, are recognised
in the Consolidated Statement of Comprehensive Income.

Forward foreign currency contracts are treated as derivative contracts and as such are recognised at fair value on
the date on which they are entered into and subsequently re-measured at their fair value. Fair value is determined
by rates in active currency markets. All derivatives are carried as assets when fair value is positive and as
liabilities when fair value is negative.

Preliminary Expenses

With effect from 1 October 2009, the preliminary costs that were being amortised over five years, for the purposes
of calculating the published Net Asset Value ("NAV"), have been fully written off in the Statement of
Comprehensive Income. Therefore, the treatment used for the calculation of the published NAV now accords with
the accounting treatment adopted in the consolidated financial statements of the Fund under IFRS.

Financial Assets

The Fund classifies its investments at fair value through profit or loss when fair value can be reliably measured.
The Directors consider that fair values can be reliably measured when it would be possible to redeem an
investment at either the published net asset value or, if this is not available, the latest estimate of net asset value
from the administrator or manager of the investment.

When it is no longer possible to redeem an investment at its net asset value, whether due to suspension of
redemptions, liquidation or otherwise, the Directors consider whether net asset value is a reliable estimate of fair
value. In circumstances where it is not, the investment is included in the financial statements at the most recent net
asset value at which it could have been redeemed. This amount is deemed to be a new cost for the investment.
The Directors review such cost for subsequent impairments, and reduce the carrying value accordingly.
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ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial Assets (continued)

Impairment arises if subsequent published or estimated net asset values are lower than deemed cost or other
information becomes available that indicates that the Fund will not be able to recover the carrying value of the
investment. Impairments and reversals thereof on investments are included in the Statement of Comprehensive
Income.

The Directors identify fair values and impairments to carrying values based upon the latest information available to
the Fund by the fund manager or administrator of the funds held in the Fund’s investment portfolio. The valuation
date of such funds may not always be coterminous with the reporting date of the Fund and, in such cases, fair value
adjustments and impairments or impairment reversals are based on the most recent valuation date of the funds. The
net asset values reported by the fund manager or administrator may be unaudited and may differ from the amounts
which would have been realised from a redemption of the investment in the relevant fund as, in some cases, the
notified net asset values are based on estimates. The Directors may make adjustments to the notified net asset
values where it is deemed appropriate to do so after considering the circumstances of the funds held. Further
information can be found under ‘Significant Estimates and Judgements’ in note 11.

Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as 'loans and receivables'. Loans and receivables are measured at amortised cost using
the effective interest rate method, less any impairment. Interest income is recognised by applying the effective
interest rate, except for short-term receivables when the recognition of interest would be immaterial.

Investment in Subsidiary undertaking
The investment in subsidiary undertaking is stated at cost, less any impairment provision.
Cash and Cash Equivalents

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

Loans and Borrowings

Loans are recognised initially at fair value, net of unamortised discount and financing fees incurred to acquire the
debt and are subsequently carried at amortised cost using the effective interest rate method. Consequently,
discounts and financing fees are amortised over the life of the related debt through interest expense.

Participating Redeemable Preference Shares

The Fund is closed-ended and therefore Shareholders will not be entitled to require the Fund to redeem their shares
at any time. Accordingly the Participating Redeemable Preference Shares have been classified as equity in
accordance with IAS 32 'Financial Instruments: Presentation'.

Segmental Reporting

The Directors are of the opinion that the Fund is engaged in a single business segment, being investment in private
finance.

Financial Assets and Liabilities

The financial assets and liabilities of the Fund are defined as investments, cash and cash equivalents, other
receivables and payables and gain/loss on forward foreign currency contracts. The currency exposure of the Fund’s
net financial assets is disclosed in note 13.

Significant Estimates and Judgements

The Directors make estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are set
out in note 11.
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ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Income and Expenses

Bank interest and investment interest are recognised on a time-proportionate basis using the effective interest rate
method.

Expenses are recognised on an accruals basis.

3. TAXATION

The Income Tax Authority of Guernsey has granted the Fund exemption from Guernsey income tax under the
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 and the income of the Fund may be distributed or
accumulated without deduction of Guernsey income tax. Exemption under the above mentioned Ordinance entails
payment by the Fund of an annual fee of £600 for each year in which the exemption is claimed. It should be noted,
however, that interest and dividend income accruing from the Fund’s investments may be subject to withholding
tax in the country of origin.

The Fund has not suffered any withholding tax in the year on its direct investments, although withholding tax may
have been suffered within certain investments held by the Fund.

4. MATERIAL AGREEMENTS

The Fund is responsible for the continuing fees of the Administrator, the Custodian and the Investment Manager in
accordance with the Administration Agreement dated 28 December 2006, the Custodian Agreement dated 29
December 2006 and the Investment Management Agreement dated 1 December 20009.

Administration Fees

Until its resignation on 1 July 2010, the Administrator was entitled to receive a fee calculated by reference to the
NAYV of the ICC according to the following schedule and subject to a minimum fee for the ICC of £40,000 per
annum, prorated by reference to the Fund's NAV:

Net Asset Value Range Relevant % of NAV
£0 million < £50 million 0.16%
£50 million < £100 million 0.13%
>£100 million 0.11%

Custodian Fees

Pursuant to the provisions of the Custodian Agreement, MeesPierson (C.I.) Limited is entitled to receive 0.075%
per annum of the NAV of the Fund, subject to a minimum annual fee of £6,000. In the year ended 31 March 2010
the custodian fee was £73,080 (31 March 2009: £86,714) with a custodian fee payable at 31 March 2010 of
£16,190 (31 March 2009: £25,001).
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ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

4. MATERIAL AGREEMENTS (continued)
Investment Management Fees

The Investment Manager is entitled to receive an investment management fee of 1.0% per annum of the Gross
Asset Value of the Fund, calculated and accrued monthly and paid monthly in arrears. Since its appointment on 1
December 2009, the investment management fee due to Spearpoint Limited in the year ended 31 March 2010 was
£242,759 (31 March 2009: £nil) of which £122,211 was payable at 31 March 2010 (31 March 2009: £nil).

The Investment Manager is also entitled to receive a performance fee equal to 10% of the amount by which the
NAYV of the Fund exceeds the greater of (i) the highest NAV per share by reference to which a performance fee has
previously been paid to Spearpoint Limited; and (ii) the higher of (a) the prevailing NAV of the Fund as at 30
November 2009 and (b) the average NAV of the Fund as calculated in the period from March 2009 to November
2009 (inclusive). In the year ended 31 March 2010 performance fees due to Spearpoint Limited were £nil (31
March 2009: £nil) of which £nil was payable at 31 March 2010 (31 March 2009: £nil).

The terms of the former Investment Management Agreement are shown in note 5.
5. RELATED PARTIES AND RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions. During the year, business relationships
existed between Directors of the Fund and other parties to the Fund.

Investment Management Fees

In addition to the investment management and performance fees due to Spearpoint Limited, since its appointment
on 1 December 2009 (see note 4), certain fees were payable during the year to the former Investment Manager,
Arch Financial Products LLP.

Robert Addison, who was a Director of the Fund during the year until his resignation on 31 December 2009, is a
partner in the former Investment Manager. The Fund was responsible for the continuing fees of the former
Investment Manager in accordance with an Investment Management Agreement dated 16 July 2007.

The former Investment Manager was entitled to receive an investment management fee during the year ended 31
March 2010, up to its resignation on 1 December 2009, of 1.0% per annum of the NAV of the Fund. In the year
ended 31 March 2010, investment management fees totalling £nil (31 March 2009: £1,108,541) were due to Arch
Financial Products LLP. As at 31 March 2010, the investment management fee payable was £nil (31 March 2009:
£264,021).

The former Investment Manager was also entitled to receive a performance fee during the year ended 31 March
2010 at 10% of the amount by which the NAV of the Fund exceeded the greater of (i) the highest NAV per share
by reference to which a performance fee had previously been paid or (ii) £1.00, provided, however that the
performance fee may only have been charged to the extent it did not reduce the rate of return achieved by the Fund
for such year below the cumulative hurdle rate. The cumulative hurdle rate was the three month LIBOR of the
currency of the share class plus 4% set on the final business day of the previous performance period. In the year
ended 31 March 2010, performance fees totalling £(27,977) (31 March 2009: £24,867) were due to Arch Financial
Products LLP. As at 31 March 2010, the performance fee payable was £nil (31 March 2009: £29,059).

Pursuant to an agreement reached in late 2009 between Arch Financial Products LLP, Spearpoint Limited and the
old Board of Directors of the ICC and its Cells:

e Arch Financial Products LLP agreed to forgo outstanding investment management fees, then calculated to be
worth approximately £3.4 million (across all of the Cells of the ICC), that were otherwise considered to be
due to it;

32



ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

5. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (continued)
Investment Management Fees (continued)

. Spearpoint Limited agreed to take on the management of the ICC and its Cells for a take-on fee of £2.5
million; and

e The ICC and its Cells agreed to provide Arch Financial Products LLP with a limited release in relation to
certain cross investment fees (which the ICC considered ought otherwise to be repaid to the Cells) then
calculated to be worth approximately £1.0 million.

It now appears that there may have been an error in the calculation of the outstanding investment management fees
and/or the cross investment fees. Together with the legal advisors to the ICC and its Cells, the new Board is
continuing to investigate such potential errors and their implications (if any) for the ICC and its Cells.

Administration Fees

Neal Meader and Peter Radford, who were Directors of the Fund during the year until their resignations on 28
January 2010, are directors of Bordeaux Services (Guernsey) Limited, the former Administrator.

In the year ended 31 March 2010, administration fees totalling £129,456 (31 March 2009: £127,503) were due to
Bordeaux Services (Guernsey) Limited. As at 31 March 2010 the administration fee payable was £14,970 (31
March 2009: £40,057).

6. DIRECTORS' FEES

The Fund's former Directors, Robert Addison, Neal Meader and Peter Radford were each entitled to receive an
annual Director’s fee of £5,000 for the ICC and its Cells which was prorated by reference to the Fund’s NAV.
Robert Addison had agreed to waive his fee.

The new Directors, Hugh Aldous, Andrew Duquemin, William Scott and Christopher Harris are each entitled to
receive an annual Director's fee of £80,000 for the ICC and its Cells. In addition, Hugh Aldous is entitled to
receive £25,000 as Chairman and Andrew Duquemin and William Scott are entitled to receive £15,000 each as
Chairman of the Audit Committee and the Risk Committee respectively. All such fees shall be pro rated by
reference to the Fund's NAV. Directors’ fees for the year ended 31 March 2010 were £21,653 (31 March 2009:
£2,239) with Directors' fees payable at 31 March 2010 of £nil (31 March 2009: £596).

The Directors' fees allocated to the Fund during the year were as follows:

2010 2009
£ £

Hugh Aldous 6,843 -
Andrew Duquemin 6,192 -
William Scott 6,192 -
Peter Radford 1,213 1,120
Neal Meader 1,213 1,119
Robert Addison - -

21,653 2,239

In addition to the above, Andrew Dugquemin and William Scott were each paid £1,660 in respect of their time spent
prior to their appointment as Directors.

No bonus or pension contributions were paid or payable on behalf of the Directors. None of the Directors have any
interests in the share capital of the Fund.

The Directors are also entitled to be reimbursed for reasonable travel and accommodation expenses incurred by
them in connection with their attendance at meetings in relation to the ICC and the Fund.

7. DIVIDENDS PAID

No interim dividends were paid in respect of the year ended 31 March 2010 (2009: nil). The Directors do not
propose the payment of a final dividend (2009: nil).
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10.

11.

LOSS PER PARTICIPATING REDEEMABLE PREFERENCE SHARE

Basic and diluted

The loss per Participating Redeemable Preference Share ("Share™) for the GBP Share Class is based on the net loss
of £15,817,889 (2009: loss of £23,553,211) and on a weighted average number of Shares in issue throughout the
year of 80,671,137 (2009: 72,525,782).

The loss per Share for the EUR Share Class is based on the net loss of £5,753,747 (2009: loss of £4,403,603) and
on a weighted average number of Shares in issue throughout the year of 33,511,838 (2009: 17,631,537).

INVESTMENTS IN SUBSIDIARY UNDERTAKING

Directly held:
Country of  Proportion of
Activities  incorporation shares held
BMS Specialist Debt Fund Limited Investment in
(formerly Arch BMS Finance IC Limited) private finance Guernsey 59.32%

Indirectly held (100% owned by BMS Specialist Debt Fund Limited):
BMS Finance AB Limited (domiciled in United Kingdom).
BMS Film Finance LLP (domiciled in United Kingdom)

FINANCIAL ASSETS

2010 2009

Investments £ £

Cost at start of year 98,031,496 58,658,119
Purchases 92,245,090 95,558,307
Disposals (98,100,683) (65,391,700)
Realised (losses)/gains on disposals (38,242,537) 9,206,770
Cost at end of year 53,933,366 98,031,496
Unrealised loss on investments (11,547,881) (25,954,817)
Investments at end of year 42,385,485 72,076,679

Prior to the re-classification of investments from "fair value through profit or loss" to "cost less impairment”, all of
the investments would have been classified as Level 3 under IFRS 7's fair value hierarchy.

SIGNIFICANT ESTIMATES AND JUDGEMENTS

The preparation of financial statements involves the use of estimates and judgements. The principal estimates and
judgements in the Fund’s financial statements involve the classification of investments between those that are
measured at fair value and those that are measured at deemed cost less impairment and the estimation of
impairment for those that are measured at deemed cost less impairment. There is no active market for such
investments and fair value cannot be reliably measured. Consequently the estimation of impairment and carrying
value involves judgement. The Directors use the most recent net asset value including those post year end as a
basis for assessing impairment. They also consider the underlying assets of the Fund’s investments including the
extent to which they are fair valued. These assessments are often based on unaudited information as financial
statements for the Fund’s investments are not generally available at the time of completion of the Fund’s own
financial statements and material information about the assets and liabilities of the Fund’s investments may not
have come to light at the time. Equally, changes in market conditions generally and in relation to specific
investments may cause recoverable amounts to be different to those estimated by the Directors. These conditions
give rise to material uncertainty about the recoverable amounts of the Fund’s investments.
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12. OTHER RECEIVABLES AND PREPAYMENTS

2010 2009
£ £
Bond interest receivable 607,845 725,400
Brokers fees 239,753 48,697
Loans and receivables 11,936,706 10,298,942
Other receivables 331,449 253,431

13,115,753 11,326,470

Loans and receivables are stated at original invoice amount less a provision for any uncollectible amounts. An
estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written
off when there is no possibility of recovery.

35



ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

13.

14.

15.

BORROWINGS
2010 2009
£ £
Non-recourse bank borrowings 749,656 -
749,656 -

During the year, the Group entered into two new floating rate loans secured on certain of the assets of its
subsidiary company BMS Film Finance LLP. The loans bear interest at LIBOR plus 2% and the bank base rate
plus 2% respectively and are repayable on 31 December 2010.

OTHER PAYABLES

2010 2009

£ £
Investment management fees 122,211 264,021
Subsidiary investment management fees 65,827 6,510
Administration fees 14,970 36,002
Subsidiary administration fees 10,000 4,055
Custodian fees 13,526 22,387
Subsidiary custodian fees 2,664 2,614
Audit fees 54,743 13,600
Directors’ fees - 596
Performance fees - 29,059
Subsidiary investment advisory fees 36,017 34,858
Deferred income 82,077 180,226
Other payables 7,451 20,802

409,486 614,730

FINANCIAL RISK MANAGEMENT

The Fund is exposed to a number of financial risks, including market risk (which includes price risk, currency risk
and interest rate risk), credit risk and liquidity risk arising from the financial instruments it holds. Risk
management procedures are in place to minimise the Fund’s exposure to these financial risks in order to create and
protect shareholder value.

Risk management structure

The Investment Manager is responsible for identifying and controlling risks. The Board of Directors supervises
the Investment Manager and is ultimately responsible for the overall risk management approach within the Fund.

Excessive risk concentration

Concentration indicates the relative sensitivity of the Fund’s performance to developments affecting a particular
industry or geographical location. Concentrations of risk arise when a number of financial instruments or contracts
are entered into with the same counterparty, or where a number of counterparties are engaged in similar business
activities, or activities in the same geographic region, or have similar economic features that would cause their
ability to meet contractual obligations to be similarly affected by changes in economic, political or other
conditions. Concentrations of liquidity risk may arise from the repayment terms of financial liabilities, sources of
borrowing facilities or reliance on a particular market in which to realise liquid assets. Concentrations of foreign
exchange risk may arise if the Fund has a significant net open position in a single foreign currency, or aggregate
net open positions in several currencies that tend to move together.
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15. FINANCIAL RISK MANAGEMENT (continued)
Market Risk

(i) Price risk

Price risk exposure arises from the uncertainty about future prices of financial instruments held. It represents the
potential loss that the Fund may suffer through holding market positions in the face of price movements. All
investments present a risk of loss of capital. The price risk for the Fund has been amplified as its investments are
illiquid. Although the Investment Manager has not been able to fully mitigate the price risk, as the investment
portfolio is in realisation, the investments are managed with a view to being sold as and when a fair price can be
achieved.

At 31 March 2010, if market prices had moved by 5% with all other variables remaining constant, the change in
net assets attributable to holders of Participating Redeemable Preference Shares for the year would amount to
approximately +/- £2,119,274 (31 March 2009: +/- £3,603,834). The maximum price risk resulting from financial
instruments is equal to the carrying value of the financial instruments.

(if) Foreign Currency Risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign
exchange rates. Currency risk arises when future commercial transactions and recognised assets and liabilities are
denominated in a currency that is not the Fund's functional currency.

The Fund monitors its exposure to foreign exchange rates and adopts hedging techniques as required to minimise
these exposures.

As at 31 March 2010 a proportion of the net financial assets/(liabilities) (defined in note 2) of the Fund are
denominated in currencies other than Sterling as follows:

2010 2009
£ £
Sterling 35,555,747 64,387,503
US Dollars 32,947,653 8,639,663
Euro 4,366,539 21,414,409
Net financial assets attributable to holders of Participating Redeemable
Preference Shares 72,869,939 94,441,575

The Fund’s currency exposures to Euro and US Dollars, noted above, are shown after taking into account the effect
of currency hedging. The Fund has engaged in currency hedging to reduce its exposure to fluctuations in the
foreign exchange rate of Sterling to both Euro and US Dollars. Please refer to note 16 for further details of the
Fund’s currency hedging arrangements. The hedging arrangements are not an effective hedge as defined by IAS
39.

At 31 March 2010, if exchange rates of both Euro and US Dollars had strengthened/weakened by 5% against
Sterling with all other variables remaining constant, the increase/(decrease) in net assets attributable to holders of
Participating Redeemable Preference Shares for the year would amount to approximately £1,963,905/(£1,776,866)
(31 March 2009: £1,581,793/(£1,431,146)).

(iii) Interest Rate Risk

The Fund is exposed to risks associated with the effects of fluctuations in the prevailing levels of market interest
rates on its financial instruments and cash flow. Loans, cash and cash equivalents are the only interest bearing
financial instruments.

The Investment Manager manages the Fund's exposure to interest rate risk, paying heed to prevailing interest rates
and economic conditions, market expectations and its own views as to likely moves in interest rates.
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15. FINANCIAL RISK MANAGEMENT (continued)

(iii) Interest Rate Risk (continued)

31 March 2010

Variable Non-interest Total

Fixed interest interest bearing
Assets £ £ £ £
Financial assets 13,172,078 - 29,213,407 42,385,485
Other receivables - - 13,115,753 13,115,753
Cash and cash equivalents - 24,184,870 - 24,184,870
Total Assets 13,172,078 24,184,870 42,329,160 79,686,108
Liabilities
Borrowings - - 749,656 749,656
Other payables - - 409,486 409,486
Total Liabilities - - 1,159,142 1,159,142
Total interest sensitivity gap 13,172,078 24,184,870 41,170,018 78,526,966
31 March 2009

Variable Non-interest

Fixed interest interest bearing Total
Assets £ £ £ £
Financial assets at fair value through profit
or loss 33,308,844 - 38,767,835 72,076,679
Other receivables - - 11,326,470 11,326,470
Due from brokers - - 1,053,351 1,053,351
Cash and cash equivalents - 16,199,732 - 16,199,732
Total Assets 33,308,844 16,199,732 51,147,656 100,656,232
Liabilities
Other payables - - 614,730 614,730
Total Liabilities - - 614,730 614,730
Total interest sensitivity gap 33,308,844 16,199,732 50,532,926 100,041,502

At 31 March 2010, if interest rates had moved by 50 basis points on variable interest rate balances with all other
variables remaining constant, the change in net assets attributable to holders of Participating Redeemable
Preference Shares for the year would have amounted to approximately +/-£120,924 (31 March 2009: +/- £80,999),
arising entirely from cash and cash equivalents.

Credit Risk

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a commitment that it has
entered into with the Fund. The investments of the Fund are determined by the Investment Manager in accordance
with the criteria set out in the Fund’s scheme particulars. Impairment provisions are provided for losses that have
been incurred by the financial reporting date, if any. The Fund’s maximum credit exposure is limited to the
carrying amount of financial assets recognised at the financial reporting date which amounted to £79,686,108 (31
March 2009: £100,656,232).
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15.

16.

17.

FINANCIAL RISK MANAGEMENT (continued)
Liquidity Risk

Liquidity risk is the risk that the Fund will encounter difficulties in realising assets or otherwise raising funds to
meet financial commitments. The Fund is closed-ended and therefore is not exposed to the risk of redemptions by
investors. The principal liquidity risk is contained in unmatched liabilities. In the opinion of the Directors, the
current liquidity risk at 31 March 2010 was low since the ratio of cash and cash equivalents to unmatched
liabilities was > 20:1 (31 March 2009: >26:1).

FORWARD CURRENCY CONTRACTS
As at 31 March 2010, there were no outstanding forward currency contracts.

As at 31 March 2009, outstanding forward currency contracts were held as set out below:

Purchase Contractual Contractual Unrealised
Currency Amount Sale Currency Amount Maturity Date  Profit / (Loss)
£
GBP 9,479,176 EUR 10,640,000 15 May 2009 (362,925)
GBP 9,187,279 usD 13,000,000 15 May 2009 111,824
GBP 9,500,000 EUR 10,211,485 30 May 2009 55,240
GBP 32,657,100 usD 46,200,000 15 May 2009 404,328
usD 3,175,000 GBP 2,243,816 15 May 2009 (27,311)
EUR 11,449,096 GBP 10,200,000 15 May 2009 390,523
EUR 10,211,485 GBP 9,500,000 30 May 2009 (55,240)
EUR 17,012,704 GBP 15,200,000 15 May 2009 536,912
EUR 5,700,000 GBP 5,131,436 15 May 2009 141,566
GBP 5,131,436 EUR 5,700,000 15 May 2009 (141,566)
1,053,351

The above forward currency contracts were held for the purposes of currency hedging.

SHARE CAPITAL

2010 2009
Authorised Share Capital £ £
2 Management Shares of £1 each 2 2
Unlimited unclassified Shares of no par
value that may be issued as Participating
2 2

The principal rights attaching to the shares are as follows:
(i) Management Shares:

The Management Shares exist to comply with The Companies (Guernsey) Law, 2008 as amended, which requires
that the Participating Redeemable Preference Shares have preference over another class of capital in order to be
redeemable. The Management Shares can only be issued at par and are owned by the Investment Manager.

The Management Shares confer upon the holders thereof the right in a winding-up to the repayment of the amount
paid up on the Management Shares but confer no further or other right to participate in the profits or assets of the
Fund. Accordingly, Management Shares will not entitle the holders thereof to receive any dividends, nor do they
carry any voting rights whilst Participating Redeemable Preference Shares are in issue.
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17.

18.

SHARE CAPITAL (continued)
The issued Management Shares are as follows:

2010 2010 2009 2009

No. £ No. £
At end of year 2 2 2 2

(i) Participating Redeemable Preference Shares:

In a winding-up, the holders of Participating Redeemable Preference Shares have the right to receive surplus assets
available for distribution after repayment of the nominal amounts paid up on the Management Shares.

The Participating Redeemable Preference Shares confer the right to dividends. At General Meetings, on a poll,
every holder is entitled to one vote in respect of each Participating Redeemable Preference Share held.

The Fund is authorised to create three classes of Participating Redeemable Preference Shares, designated Dollar
Shares, Euro Shares and Sterling Shares, each of which is denominated in the specified currency and which rank
pari passu to each other. Each Share Class would hold an undivided share in a single portfolio of assets held by
the Fund but may have certain assets or liabilities attributable solely to the Share Class, such assets and liabilities
to include, but not be limited to, forward foreign exchange agreements utilised by the Investment Manager for
currency hedging purposes. At 31 March 2010, shares in the Sterling Class and EUR Class had been issued.

The issued Participating Redeemable Preference Shares for £ Class are as follows:

2010 2010 2009 2009

No. £ No. £
At start of year 80,671,137 71,775,596 62,709,078 72,841,366
Issued - - 17,962,059 22,487,441
Loss attributable to holders of
Participating Redeemable Preference
Shares - (15,817,889) - (23,553,211)
At end of year 80,671,137 55,957,707 80,671,137 71,775,596

The issued Participating Redeemable Preference Shares for EUR Class are as follows:

2010 2010 2009 2009

No. £ No. £
At start of year 33,511,838 22,665,979 - -
Issued - - 38,511,838 31,271,582
Redeemed - - (5,000,000) (4,202,000)
Loss attributable to holders of
Participating Redeemable Preference
Shares - (5,753,747) - (4,403,603)
At end of year 33,511,838 16,912,232 33,511,838 22,665,979

NET ASSET VALUE PER PARTICIPATING REDEEMABLE PREFERENCE SHARE

The net asset value per Participating Redeemable Preference Share Class ("NAV per Share") is calculated based
on the net assets attributable to holders of each Participating Redeemable Preference Share Class ("NAV") at the
financial reporting date divided by the year end number of shares in issue in that Participating Redeemable
Preference Share Class.
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18. NET ASSET VALUE PER PARTICIPATING REDEEMABLE PREFERENCE SHARE (continued)

19.

With effect from 1 October 2009, the preliminary expenses that were being amortised over five years, for the
purposes of calculating the published NAV, have been written off in full. This treatment accords with the
accounting treatment adopted in the financial statements of the Fund under IFRS. The following table shows the
NAYV per Share, by Share Class, and reconciles the difference between the financial statements NAV per Share
Class compared to the published NAV per Share Class:

2010 2009
£ Class £ £
NAV 55,957,707 71,775,596
No. of shares in issue 80,671,137 80,671,137
Financial Statements NAV per Share 0.6937 0.8897
Add back: write off of revaluation of investments 67,757 1,949,756
Published NAV per Share 0.6945 0.9139
2010 2009
EUR Class € €
NAV (£) 16,912,232 22,665,979
NAV (€) 18,989,054 24,501,425
No. of shares in issue 33,511,838 33,511,838
Financial Statements NAV per Share 0.5666 0.7311
Add back: write off of formation expenses, initial charge and revaluation of
investments (8,342) 1,564,083
Published NAV per Share 0.5664 0.7778

CAPITAL RISK MANAGEMENT

The Fund's capital risk management objectives are to ensure that the Fund is able to continue as a going concern,
and to maximise the income and return on capital to holders of Participating Redeemable Preference Shares. The
Fund is not subject to any externally imposed capital requirements.

The Fund is closed-ended and the Participating Redeemable Preference Shares are not redeemable at the instance
of Shareholders but are listed on the CISX where they may be bought or sold on a matched bargain basis through
the Fund's appointed market maker. The table below shows the capital structure as at 31 March 2010.

Brought Issues/ Redemptions/ Carried

Year ended 31 March 2010 forward increase decrease forward
£ £ £ £

Participating Redeemable Preference Shares 117,211,357 - - 117,211,357
Management Shares 2 - - 2
Non controlling interests 5,599,925 - 57,100 5,657,025
Distributable reserves (22,769,782) - (21,571,636) (44,341,418)

100,041,502 - (21,514,536) 78,526,966

41



ARCH PRIVATE FINANCE IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

19. CAPITAL RISK MANAGEMENT (continued)

20.

21.

22,

Brought Issues/ Redemptions/ Carried
Year ended 31 March 2009 forward increase decrease forward
£ £ £ £
Participating Redeemable Preference Shares 67,654,334 53,759,023 (4,202,000) 117,211,357
Management Shares 2 - - 2
Non controlling interests - 5,559,607 40,318 5,599,925
Distributable reserves 5,187,032 - (27,956,814) (22,769,782)

72,841,368 59,318,630 (32,118,496) 100,041,502

The capital structure shows that the investment objective of the Fund is being met entirely out of equity, as the
Fund is not leveraged.

SEGMENTAL INFORMATION

For management purposes, the Fund is organised into one main operating segment, which invests in equity
securities and debt instruments. All of the Fund’s activities are interrelated, and each activity is dependent on the
others. Accordingly, all significant operating decisions are based upon analysis of the Fund as one segment. The
financial results from this segment are equivalent to the financial results of the Fund as a whole.

CONTINGENT LIABILITIES
At 31 March 2010 there were no contingent liabilities (2009: nil).
EVENTS AFTER THE FINANCIAL REPORTING DATE

With effect from 1 July 2010, Bordeaux Services (Guernsey) Limited resigned as Administrator to the Fund and
Elysium Fund Management Limited was appointed in its place.
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Description

Arch AT Nautical Ventures O/D Facility C 0%
Medley Opportunity Fund, C1-Al

Ark Royal Fund (Offshore) Ltd Class B, Series 1
Noble Venture Finance Il

Caritas Royalties Fund (Bermuda) Ltd, Series 11-06
Medley Opportunity Fund, Class B, Series 1

SOLAL, Class L3, Series E Initial

Arch AT Santa Maria Linked 13% Loan Note

Growth Management Limited

Execution Noble shares

Bond Capital Partners 1 Limited C shares

Pentagon Bernini Fund Ltd, Class A, Series 1

Arch AT Nautical Ventures O/D Facility A 5%
Aarkad Fund Plc USD Class

Tranquil Insurance Company 13% Loan Note 18/08/10
Arch AT Asset Marinter 111 & 1V Linked 20% 24/03/10
BMS Specialist Debt Fund: film production company loan portfolio
New Stream Sec Cap M1 (Cayman)

Arch AT The Cloud Linked Loan Note

Arch AT Asset Marinter | & Il Linked 20% Loan Note
Arch AT Nautical Ventures O/D Facility B 6%

SPL Treasury (AT1) Income A

SPL Private Finance (PF1)

Financial Partners Hong Kong Bonus Rights

SPL China AME Energy (NR1)

SPL Finance Opportunities (PF3)

Financial Partners Strategic Holdings Limited Ord
SPL Structured Finance (PF4)

Financial Partners Indo Bonus Rights

Carpedium Limited
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2010
% of Portfolio
£ Value
11,236,892 26.50
5,148,147 12.15
4,448,563 10.50
3,510,533 8.28
1,794,191 4.23
1,623,173 3.83
1,585,025 3.74
1,513,627 3.57
1,406,486 3.32
1,265,732 2.99
1,199,258 2.83
1,139,674 2.69
1,018,343 2.40
1,007,525 2.38
1,000,000 2.36
772,402 1.82
639,261 1.51
613,470 1.45
439,977 1.04
416,651 0.98
272,265 0.64
149,478 0.35
50,299 0.12
38,747 0.09
33,568 0.08
30,395 0.07
12,686 0.03
11,787 0.03
6,458 0.02
872 -
42,385,485 100.00




ARCH PRIVATE FINANCE IC LIMITED
PORTFOLIO STATEMENT
AS AT 31 MARCH 2009

Description

AT Nautical Ventures 6.558% Loan Note

AT Nautical Ventures 6.5% Loan Note

SOLA 1, Class E Initial Series

Ark Royal Fund (Offshore) Ltd Class B, Series 1
Medley Opportunity Fund, C1-B1

Noble Venture Finance Il

AT Lonscale Mezz Note

AT Santa Maria Linked 13% Loan Note

Noble Group Holdings Ltd 11% 29/12/09
Aarkad Fund Plc USD Class

Growth Management Limited

Securis | Fund Class B USD Restricted

Caritas Royalties Fund (Bermuda) Ltd, Series 11-06
Pentagon Bernini Fund Itd, Class A, Series 1
Medley Opportunity Fund, Class B, Series 1

AT Funding Note 7% 25/08/09

Bond Capital Partners 1 Limited C shares

AT The Cloud Linked Loan Note

AT Marinter 11l & IV Linked Note 20% 24/03/10
The Argo Fund Limited

New Stream Sec Cap M1 (Cayman)

AT Asset Marinter | & Il Linked 20% Loan Note
Noble Group Holdings Warrants

Ten by Ten Investments Segregated Portfolio Co
Arch Private Finance - Treasury shares *

Arch Structured Finance *

Clear Start UK Limited - Warrants (Factor 10,000)
Arch Treasury

Arche Fund Ltd, Class A sub Class 3 Series 1
Financial Partners Loan Note 10% 23/03/09
Stewardship Int Fund (Ins Strats) Class |
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2009
% of Portfolio
£ Value

16,747,886 23.23
7,579,279 10.52
5,579,167 7.74
5,402,273 7.50
5,297,917 7.35
4,009,447 5.56
3,355,504 4.66
2,544,061 3.53
2,500,000 3.47
2,358,739 3.27
2,079,654 2.89
2,006,350 2.78
1,966,294 2.73
1,770,916 2.46
1,765,964 2.45
1,579,223 2.19
1,250,804 1.74
1,010,588 1.40
902,270 1.25
759,834 1.05
718,431 1.00
450,004 0.62
225,000 0.31
114,545 0.16
59,963 0.08
42,565 0.06

1 -

0 -

0 -

0 -

0 -
72,076,679 100.00




ARCH PRIVATE FINANCE IC LIMITED
TENDER OFFER DETAILS

Return of Capital

In accordance with the Investment Policy of the Fund, the Investment Manager has been managing the Fund’s
portfolio with a view to realising its assets within the shortest period of time consistent with achieving a
reasonable realisation price for such assets. Following a number of such disposals, the Fund’s portfolio includes a
substantial proportion of cash, and the Directors wish to return this capital to Shareholders in the most efficient
manner possible by offering all Shareholders of both Sterling Shares and Euro Shares the opportunity to tender a
portion of their Shares for repurchase by the Fund.

Shareholders’ attention is drawn to the details set out in the terms and conditions of the Tender Offer (the
“Terms”), a copy of which accompanies these financial statements. The Tender Offer will be made on the terms
and subject to the conditions set out in the Terms.

The Tender Offer

The Directors have arranged for the Tender Offer to be made for 22.65% of each class of Shares of the Fund in
issue as at the date of these financial statements. Under the Tender Offer, Shareholders will be able to realise
22.65% of their holdings of each class of Shares (their “Basic Entitlement”). Shareholders may tender less than
their Basic Entitlement. Further, Shareholders will be able to tender additional Shares in excess of their Basic
Entitlement, but such tenders will only be satisfied on a pro rata basis, to the extent that other Shareholders of
the same class tender less than their Basic Entitlement of that same class of Shares. Shareholders who hold more
than one class of Shares should note that the Basic Entitlement in respect of each class is distinct to that class and
cannot be transferred between classes.

The Fund therefore invites Shareholders to tender their registered holdings of Shares as at 30 September 2010
(the “Record Date”), for purchase by the Fund for cash at a price per Share equal to the Tender Price of £0.6641
for the Sterling Shares and €0.5871 for the Euro Shares, equivalent to 97% of the NAV per Share of £0.6846 for
the Sterling Shares and €0.6053 for the Euro Shares on 31 July 2010 (the “Tender Offer”).

The Tender Price represents a discount of 3% to the NAV per Share of each class on 31 July 2010 (the
“Calculation Date”) to accommodate an adjustment to provide for the costs of the Tender Offer which are to be
borne by the Fund. The NAV per Share of each class has been calculated in accordance with the articles of
incorporation of the Fund and the Scheme Particulars of the ICC. The Tender Price has been set at a level to
enable those Shareholders who wish to realise Shares in the Fund to do so at a price which is close to the NAV
per Share of that class, whilst ensuring that ongoing Shareholders who do not wish to tender their Shares are not
disadvantaged.

The Fund intends to repurchase those Shares tendered by Shareholders pursuant to the Tender Offer on or around
3 November 2010. All Shares acquired by the Fund pursuant to the Tender Offer will be cancelled in accordance
with the provisions of The Companies (Guernsey) Law, 2008, as amended. Payment of the Tender Price due to
Shareholders whose tenders under the Tender Offer have been accepted is expected to be made (by cheque or
payment through CREST, as appropriate) by 9 November 2010 or as soon as practicable thereafter in accordance
with the Terms.

The Terms of the Tender Offer shall have effect subject to such non-material modifications or additions as the
Fund may from time to time approve in writing. The times and dates referred to in these financial statements and
the Terms may be amended by the Fund.
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ARCH PRIVATE FINANCE IC LIMITED
TENDER OFFER DETAILS (continued)

Extraordinary General Meeting

The implementation of the Tender Offer requires the Shareholders to approve the purchase of Shares by the Fund
at an Extraordinary General Meeting of the Fund. A notice convening an Extraordinary General Meeting of the
Fund, which is to be held at 11.00 a.m. on 26 October 2010, is set out in the notice of Extraordinary General
Meeting accompanying these financial statements.

The resolution to be proposed at the Extraordinary General Meeting to effect the Tender Offer (the “Resolution™)
is a special resolution, which requires that not less than three-quarters of the votes cast on the resolution vote in
favour. The Tender Offer will be implemented either in its totality or not at all. If the Shareholders fail to pass
the Resolution by the requisite majority, no part of the Tender Offer will become effective.

The Resolution permits the Fund to effect the Tender Offer so as to permit those Shareholders who wish to
realise their investment (whether in whole or in part) to do so, subject to the Terms.

Procedure for tendering Shares

Accompanying these financial statements is a Tender Form for each class of Shares in the Fund that you hold. A
separate Tender Form should be completed for each class of Shares.

Full details on how to tender your Shares under the Tender Offer are set out in the Terms. If you wish to maintain
your current shareholding in the Fund and you do not wish to tender any of your Shares you need not complete or
return the Tender Form.

Taxation

Shareholders who sell Shares in the Tender Offer may, depending on their individual circumstances, incur a
liability to taxation. Shareholders who are in any doubt as to their tax position should consult an
appropriate professional adviser.

Risk Factors relevant to the Tender Offer

The Directors have identified the following risk factors in respect of the Tender Offer. These risk factors are in
addition to, and not substitution of, the risk factors applicable to an investment in Shares as set out in the
Supplemental Scheme Particulars of the Fund. If Shareholders are in any doubt about the risks associated
with the Tender Offer they should take their own advice from a suitably qualified independent financial
adviser.

If the Tender Offer does not become unconditional, or if the Tender Offer is terminated, in each case as set out in
the Terms, the Tender Offer will not proceed but the Fund will still be obliged to bear the abortive costs of the
Tender Offer.

Although the date for acceptance of the Tender Offer is 22 October 2010 and the Tender Price for each class of
Shares has been set by reference to NAV of that class as at 31 July 2010, the settlement date for the Tender Offer
is expected to be 9 November 2010. Shareholders will not be able to deal in tendered Shares once they have been
tendered. Interest will not be paid on monies due in respect of successful tenders of Shares. Please also bear in
mind that the price of Shares can alter between the time when Tender Forms are submitted and the date on which
the repurchase of the Shares is expected to take place.
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ARCH PRIVATE FINANCE IC LIMITED
TENDER OFFER DETAILS (continued)

After a Tender Form has been delivered and/or a TTE settlement instruction has been submitted, a Shareholder
will be unable to access or otherwise deal, pending completion of the Tender Offer, in the Shares in respect of
which a Tender Form and/or TTE settlement instruction has been submitted. Shares will be held in escrow
subject to the completion of the Tender Offer. A Tender Form or settlement instruction, once submitted, may
only be withdrawn with the consent of the Board.

Shareholders submitting Shares for tender will be unable to convert them from one class to another pending
completion of the Tender Offer. Shares will be held in escrow subject to the completion of the Tender Offer.
Shareholders submitting requests for their Shares to be converted from one class to another will be unable to
accept the Tender Offer in respect of those Shares.

Shareholders who choose not to tender all or a portion of their Shares may hold a greater proportion of the Fund
following the repurchase of Shares by the Fund. As a result, such Shareholders will have a proportionately
greater exposure to the performance of the Fund. In addition, the Fund will utilise a portion of its cash reserves to
fund the repurchase of Shares pursuant to the Tender Offer, and following the repurchases the Fund will own a
greater proportion of illiquid assets.

Recommendation

The Board considers that the Tender Offer is in the best interests of Shareholders as a whole, and accordingly,
unanimously recommends Shareholders to vote in favour of the Resolution to be proposed at the Extraordinary
General Meeting.

The Directors are making no recommendation to Shareholders as to whether they should tender Shares in the
Tender Offer. Whether Shareholders decide to tender their Shares will depend, among other things, on their view
of the Fund’s prospects and their own individual circumstances, including their tax position. Shareholders who
are in any doubt as to the action they should take should consult an appropriate independent professional adviser.
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