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Baroness Hogg
Chairman
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Introduction
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Agenda 

• Update on company

• Audit and risk governance and
refreshed key Group performance measures

• Corporate responsibility, including update on 
our approach to CR in the portfolio

• Training on board skills for portfolio management

Baroness Hogg

Robert Swannell

Kevin Dunn/
Patrick Dunne

Patrick Dunne
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Highlights in the year

Improved 
performance

Improved 
performance

Transformed 
financial position

Transformed 
financial position

Significant business 
development

Significant business 
development

• Reduced net debt from £1.9bn to £258m

• Gearing reduced to 8% 

• Extended maturity profile of outstanding debt

• Liquidity of £2.7bn

• €1.2bn Growth Capital fund raised

• 3i QPE plc closed

• Venture portfolio sold, non-core portfolio down to 5%

• Business model refreshed

• Total return of £407m, a 16.2% return on opening shareholders’ funds

• Realisations of £1,385m

• Investment of £386m

• Operating expenses reduced from £250m to £221m

• Net asset value up 15% to 321p

• Final dividend of 2p per share, 3p for the year
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3i’s core business

3i Group

AUM £5,227m

Growth Capital InfrastructureBuyouts

Mid-market investor in 
companies with an enterprise 
value up to €1bn in 
Europe and Asia

Investing in infrastructure 
assets, primarily utilities, 
transportation and social 
infrastructure in Europe, 
India and North America

Minority investments of 
between €25m-€150m 
in growth companies in 
Europe, Asia and
North America 

AUM £9.6bn* 

AUM £2,585m AUM £1,627m

80 investment professionals

46 portfolio companies

25 investment professionals

15 portfolio companies**

60 investment professionals

67 portfolio companies

* This includes £168m of non-core assets and £26m invested in other funds.
** Total investments, either directly or indirectly, through 3i Group, 3i Infrastructure and 3i India Infrastructure Fund
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Our approach
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Achieve full potential…

Active partnership

• 90 Active partnership initiatives implemented across the portfolio

• Focus: strategic, commercial, operational, functional performance improvements

Banking team
• Covenants under review – down from 16 to 7

• Buyout leverage 5.0x
• Growth leverage 2.2x

• Over 80% matures 2013 or later

Business Leaders Network

• 30 chairmen appointed in past three years
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Achieve full potential…

45% increase in EBITDA further €15m identified

• Result of organic growth and acquisitions (12 acquisitions)

• Improved EBITDA margins 

• New divisional CEOs, FDs and operations directors appointed 

Active partnership

• Full working capital review

• Pricing efficiencies achieved across largest 
operational divisions

• Cost efficiencies identified 

• Continued review of sales force 
effectiveness and procurement processes
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Deliver outstanding investment returns…

• Invested €207m in Carema in 2005

• Advised, financed and supported integration of Mehilainen in 2006

• Integrated over 24 further acquisitions

• Average 15% (sales) and 31% (EBITDA) growth per year from 2004

• February 2010, 3i sold Ambea for €850m (42% IRR)
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Board appointments

• Sir Adrian Montague - Chairman

• John Allan – Chairman of Remuneration Committee

• Alistair Cox – Non-Executive Director

• Annual election
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Robert Swannell
Chairman of Audit and Compliance Committee 
and Senior Independent Director
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Audit and risk governance and refreshed 
key Group performance measures
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What risks do we manage?

External Political, legal, regulatory, economic, 
competitor changes

Strategic Analysis, design, implementation of business 
model, investment levels, capital allocation

Investment Specific asset investment decisions, 
performance management, 
portfolio concentrations

Treasury and funding Changes in market prices and rates, 
access to capital markets and third-party funds, 
Group’s capital structure

Operational Processes, people, systems



13

Risk management

Group Risk Management Committee (Chairman: Chief Executive)

- Oversight of the Group’s overall risk management processes

- Monitors changes in the Group’s external and strategic risk profile

- Reviews reports from each of the Treasury Management, Portfolio Risk and Operational Risk Committees

- Assesses the adequacy of risk mitigation steps put in place in respect of higher level risks

- Reports to the Audit and Compliance Committee

Chairman: Chief Executive

Treasury Management 
Committee

Chairman: Chief Executive

- Oversees management of 
funding, gearing, liquidity, 
interest rate and foreign 
exchange exposures in 
relation to policies agreed 
by the Board

Operational Risk 
Committee

Chairman: Group Communications
Director

- Oversees the key operational 
risks facing the Group, 
including changes to the 
operational risk profile and 
new and emerging risks

Portfolio Risk 
Committee

Chairman: Managing Partner/
Chief Investment Officer

- Oversees risks arising from 
investment portfolio 
concentration by vintage, 
geography, sector and size
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Gross portfolio return £843m

Fees receivable      £59m

Net carried interest   £(58)m

Operating expenses £(221)m

Net portfolio return £623m

Net portfolio return £623m

Net interest payable £(112)m

Exchange movements £(35)m

Other                 £(69)m

Total return     £407m

Return on opening 
portfolio value

Realised profits £218m

Unrealised value movement £458m  

Portfolio income £167m

Gross portfolio return £843m

Total returnNet portfolio return

Key Group financial performance measures - year to 31 March 2010

20.9% 15.5% 16.2%
Return on opening 
equity

Return on opening 
portfolio value

Gross portfolio return
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Key Group performance measures- changes for 2011

Operating expenses as percentage of assets under management

Net portfolio return
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Kevin Dunn
General Counsel and Company Secretary
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Corporate responsibility
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Corporate responsibility

• Core values

• Group standards and controls

• Responsible employer

• Risk management

As a corporate As an investor

• Policies and procedures

– environmental

– ethical

– social

• Two key phases

– pre-investment

– portfolio management

3iCR.com
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“Our responsible approach and style of investing..”

• Reputation enhancement

• Brand differentiation

• Recruitment and motivation of staff

• Can prompt innovation
(eg Tesco, 3i backed Radius)

• Facilitates exits/IPOs

• Helps in discussions with regulators 
and authorities

Positive Defensive
• Market expectations

• Enhanced due diligence

• Cost savings (eg energy)

• Portfolio companies with CR issues
potentially tougher to sell/IPO
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CR portal
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CR portfolio project - objectives

• Test 3i’s knowledge of the CR position/approach in the 
current portfolio

• Engagement with portfolio companies - understanding their 
perspective on CR 

• Highlight CR opportunities and risks

• Provide evidence where good CR practices deliver 
business benefits

Important to note

• Focused on larger assets, across geographies, business lines 
and sectors

• Not an audit of company CR performance, more a sense check
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Framework: issues

Environmental

Environment
• pollution, waste,      

natural resource 
depletion, ecosystem 
conservation, biodiversity

Climate change
• carbon emissions, 

physical impacts

Governance

Business ethics
• integrity, bribery and 

corruption, fraud, 
product/service 
responsibility

Transparency
• requirements by 

regulators, customers 
and voluntary standards

Social

Labour issues
• health and safety, 

workplace practices

Human rights
• freedom of association, 

forced labour, child 
labour, human security

Corporate responsibility 

• Aligned with 3i issue Guidance Notes
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Framework: identifying risks and opportunities

•Risk/opportunity 
identification

•Mitigation measures 
(policy/procedures)

•Performance improvements

•Board monitoring/reporting

•Roles/responsibilities

•Engagement initiatives

•Product innovation

•Attitude

•CR Matrix and 3i issue 
Guidance Notes

•Briefings from 
multilateral 
organisations 
(eg IFC, UNEPFI) 
and industry bodies

•Portfolio company 
business model

•Interviews with 
investment 
professionals

Materiality
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Materiality to 3i as investor

Engagementvs
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Current portfolio

Materiality

E
ng

ag
em

en
t

High

High

Low



24

Patrick Dunne
Group Communications Director
Chairman of Operational Risk Committee
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Board skills training for portfolio management
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Why interact with the Board – active partners

• We’re trying to change outcomes for 3i

• Influence strategy

• Control and manage exit – improved opportunities for realisation

• Assess the board, including the chairman

• Detect and act on underperformance

• Route to deliver 3i added value

Why interact with the board? 
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“Being good at being on a board or interacting with a board”

• Increases knowledge, control and influence

• Creates value and reduces risk

• Is market practice

• Is expected of us by shareholders, fund investors and management

• Demonstrates 3i as a clear value added investor

• Helps to build both 3i and personal reputations
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Sometimes your natural instincts aren’t helpful
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Agenda – this morning

08.30

08.45

09.00

09.45

10.15

10.30

12.00

12.30

Introduction

Your issues

3i approach to boards

Feedback from those who work closely with us

Coffee

Legal aspects

Board composition and operation

Lunch
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Agenda – this afternoon

13.30

14.00

15.00

15.30

16.15

16.45

17.30

19.00

Board composition and operation

Case studies

Tea

Case study feedback and role play

Decision making

Working groups - individual issues

Close

Drinks and dinner with Hamdi Conger
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Agenda - tomorrow

08.00

08.45

09.15

10.00

10.20

12.00

13.00

13.30

14.00

14.30

15.00

Feedback on working sessions

Business Leaders Network

Characteristics of effective directors and effective boards

Coffee break

Characteristics of effective directors and effective boards

Lunch

Corporate responsibility

Removing directors

Outstanding issues

Summing up

Close
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People Processes

Purpose

RESULT

A way of thinking about it
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Board alignment 

Low High
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Role of board

• Right strategy

• Right resources

• Keep out of jail!
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Sets/agrees investment strategy

Establishes legal ground rules

Focuses on:

− Value

− Chairman performance

− Operational performance

Puts in place:

− Incentives for delivery

− Monitoring/review mechanisms

− Initiates change of Chairman
and use of legals

Develop business plan

Deliver business plan

Maintain financial and 
operational integrity

Implements investment 
strategy/exit

Judges the executive team 
on operational/financial 
performance

Responsible for 
management change

3i Chairman Executive team

Clear roles - the Buyouts model
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“The addition is correct Wilkins, but where is the money?”

Judgement
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Discussion


