The world is yours

Corporate Responsibility Report
for the year to 31 March 2004

( )




Our approach

Philosophy
As an international business operating in 14 countries
with around 750 employees worldwide, 3i aims to
conduct its business in a socially responsible manner.
It is committed to being a responsible member of the
communities in which it operates and recognises the
mutual benefits of engaging and building relationships
with those communities. 3i believes that respect for
human rights is central to good corporate citizenship.
In everything 3i does, it aims to be commercial and
fair, to maintain its integrity and professionalism and to
respect the needs of shareholders, staff, suppliers,
the local community and the businesses in which
it invests.

3i endeavours to comply with the laws,
regulations and rules applicable to its business and to
conduct its business in accordance with established
best practice in each of the countries in which it
operates. Environmental, ethical and social
responsibility issues and standards are also taken into
consideration in every aspect of the business.

3i aims to be a responsible employer and has
adopted corporate values and standards designed to
help guide its employees in their conduct and business
relationships. These values and standards are an
integral part of 3i’'s culture.
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Responsibilities and accountabilities

The Board as a whole is responsible for ethical
standards. The executive Directors are responsible
for ensuring compliance with 3i’s corporate values
and standards.

The Corporate Responsibility Committee
(the “Committee”), comprising Tony Brierley, Company
Secretary and Chairman of the Committee, Patrick
Dunne, Group Communications Director, Charles
Richardson, Manager of a UK portfolio management
team, and Hans Middelthon, an investment executive
in 3i's Oil and Gas team, considers and reviews
environmental, ethical and social issues relevant to 3i’s
business and associated risks. It also monitors and
reviews the operation of 3i’'s corporate responsibility
policies and procedures.

Tony Brierley has specific responsibility for 3i’s
environmental policies, leading the development of
new initiatives and targets and reporting to the Board.
He is also a member of the Leadership Team of
Business in the Environment.

The Committee, on behalf of the Board,
identifies and assesses the significant risks and
opportunities for 3i arising from social, ethical and
environmental issues. A risk matrix methodology is
used to identify new risks, monitor developing trends
and best practice, and consider changes in 3i’s
business and culture. This risk matrix is reviewed and
updated at each meeting of the Committee and
significant risks are reported to 3i's Risk Committee.
The Committee reports regularly to the Board.

All employees have a responsibility to be aware
of, and abide by, 3i’s environmental, ethical and social
policies which are available to all staff through 3i’'s
intranet. Employees are encouraged to make
suggestions to improve processes and procedures.



Environment

The environment

As a financial services business employing around
750 employees worldwide, 3i’s direct environmental
impact is relatively low. 3i measures its own energy
and resource usage where practicable and sets
targets to achieve improvement. The principal
benchmarks against which 3i measures its
performance are for:

- CO, emissions; and

— recycling of paper and other materials.

3i also assesses the environmental standards of
suppliers, through its procurement policy.

In Kind Direct

During the year, 3i supported
In Kind Direct, a UK charity
which distributes
manufacturers’ surplus goods
to other UK voluntary
organisations. These include
essentials such as toiletries
and tools, office supplies and
equipment, and household
products and appliances,
which might otherwise be
disposed of in landfill sites.

3i was particularly pleased to
support a charity which utilises
surplus products in an
environmentally efficient
manner.




As an investor

Investment policy

3i has a portfolio of investments in over 1,800
businesses in Europe, Asia Pacific and the United
States. As an investor, corporate governance is a
priority and account is taken of environmental, ethical
and social issues when making investment decisions.
3i believes it is important to invest in companies
whose owners and managers act responsibly on
environmental, ethical and social matters.

3i aims to invest in companies which:

— respect human rights;

— comply with current environmental, ethical and
social legislation;

— have proposals to address defined future legislation;

— seek to comply with their industry standards and
best practice.

3i recognises that the most significant risks to 3i's
short-term and long-term value arising from
environmental, ethical and social matters arise from its
investment business. If a company in which 3i has an
investment acts irresponsibly on corporate
responsibility issues, this might affect the monetary
value of that investment and, as a shareholder in that
company, raise reputational issues for 3i. Although 3i
does not have operational control over the companies
in which it invests, it does have the opportunity to
influence the behaviour of these businesses and
encourages the development and adoption of good
corporate governance. This is achieved through the
training of investment staff and non-executive directors
who are appointed to the boards of investee
companies and the raising of awareness within
investee companies of social, environmental and
ethical issues.

3i has clear procedures to reduce the risks of
3i investing in businesses which operate in an
environmentally, ethically or socially unacceptable
manner. When reviewing businesses for potential
investment, investment executives are required to
consider whether any corporate responsibility risks
arise and, if any risks are identified, to follow 3i’s
corporate responsibility investment procedures.
Depending on the nature of the risk identified and its
seriousness, a condition precedent or post completion
undertaking requiring that the situation be remedied
may be required from the investee company or its
management. Alternatively, it may be decided not to
proceed with the investment.

Where, after an investment has been made,
3i becomes aware that an investee company is not
operating in an acceptable way, 3i will seek to use its
influence to encourage improvement. Where that is not
possible, 3i will seek to divest itself of the investment.

Training and development

Encouraging the continuous development of staff is
important to 3i and its business. During the year, a
revised training and development programme was
launched for 3i staff. This programme includes courses
on communications and presentations, working within
a management matrix environment, coaching and
mentoring, and networking and management skills. In
addition, investment staff are required to complete an
investment training programme on joining 3i and all staff
are encouraged to attend external courses on subjects
relevant to their roles within 3i. During the year, in
addition to these external courses, approximately 300
employees attended training and development courses.

It is a legal and regulatory requirement that all
executives involved in making or managing investment
transactions receive anti-money laundering training
and refresher training on a rolling two year basis.

All relevant executives have received anti-money
laundering training and, during the year, 3i delivered a
refresher training presentation to all relevant
executives.

A programme of role-play-based workshops
across the business and regular articles in 3i’s staff
magazine are being used to raise awareness of
corporate responsibility issues, to stimulate debate
and provide employee training. During the year, nine
workshops, covering 336 employees, were held in the
UK. Workshops will be held in continental Europe,
Asia Pacific and the US in the coming year. Following
feedback from these workshops, a fact sheet,
explaining 3i’s approach to corporate responsibility
and providing further information for staff, is being
circulated.

Training for Directors on corporate
responsibility issues is achieved through a system of
regular Board reporting and by Board presentations
on relevant corporate responsibility issues.



Charity and community

3i’s charitable policy

3i’s charitable policy aims to support:

— causes based in the communities in which 3i
has offices;

— charitable activities of staff. 3i matches donations
made by UK staff under the Give as You Earn
scheme (“GAYE”) and the proceeds of staff
fundraising efforts. In the year to 31 March 2004,
approximately 32% of 3i’'s charitable donations were
matching GAYE donations;

— charities relevant to its corporate activity, for
example, 3i supports businessdynamics, a charity
which aims to help young people understand
business.

Charitable donations made in the UK in the year to
31 March 2004 amounted to £253,419, supporting a
variety of different charities with donations ranging up
to £35,000.




How are we doing?

Performance and measurement

To assist it in benchmarking 3i’s corporate
responsibility performance, the Committee has had
informal discussions with other companies and
specialists in this area. The Committee has overseen
the formulation and implementation of corporate
responsibility investment procedures, implemented
appropriate risk management procedures and set
strategic targets and objectives for corporate
responsibility.

3i's performance is measured against two indices:

— the Dow Jones Sustainability World Index (“DJSI”),
a global index which tracks the financial performance
of leading companies in terms of corporate
sustainability; and

— Business in the Community Corporate Responsibility
(“BitC”), an index which aims to benchmark
environmental, ethical and social performance and
encourage sustainable development.

3i has again been selected as a constituent of the
DJSI during the year and was placed top in its industry
group on a global basis, an improvement on last year.
The DJSI researchers commented that “3i is clearly
positioned among the best in the financial services
industry” (source: SAM Research Inc). 3i aims to
continue to be included within this Index and to
maintain its position in the next DJSI assessment.

3i participated in the second annual BitC
Corporate Responsibility Index. 3i was included
in the BitC’s “Top 100 Companies that Count”.
3i's performance score increased from 46.33% in the
2002 Index to 85.45% in the 2003 Index. 3i aims to
continue to be included within this Index and to
maintain its performance.

Each of 3i's business unit and department
heads is required to confirm on an annual basis that
their operating procedures, including investment
procedures, are consistent with 3i’'s standards and
controls and that these procedures are operating
in practice.
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3i's performance management appraisal process
reviews the performance of individual members of staff
against agreed objectives and the knowledge, skills
and behaviours expected by 3i. This process includes
360 degree feedback for all employees.

All 3i’'s offices are the subject of health and
safety audits to ensure high standards are adopted
on a consistent basis worldwide.

Audit and verification

The Committee is responsible for monitoring the
operation of 3i’s corporate responsibility policies and
procedures. The identification and management of
corporate responsibility risks is integral to the ongoing
operational processes of 3i’s business units and
functions. 3i’s internal audit function carries out
periodic independent reviews of risks and related
controls in this area, including compliance with 3i’s
corporate responsibility investment procedures.

The Committee may also supplement internal
review processes with external reviews where
necessary. The Committee is not aware of any material
breaches of 3i’s policies and procedures for managing
risks from corporate responsibility issues.

The disclosures in this Corporate responsibility
report are the subject of a process requiring every
statement made in this report to be verified.
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