From Foundations Capital Limited, promoter of the Foundations Program PLC (the

“Program”)

Dear Participants in the Program

Please find enclosed a copy of the consolidated audited financial statements for Foundations
Program plc.

As with all audits, this is a snapshot of the condition of the company at a particular point, in this
case the 30" of June 2009. The 2009 financial statements incorporate post balance sheet events
that are required to be made based on evidencing of positions for the auditors. These post balance
sheet events do not take into effect any contacts or arrangements that have not been formalised
following the sign off of the financial statements. In this respect the Directors are pleased to
provide you with an update on its strategy for the Program.

Lending Facility

The Program operates by borrowing money against assigned Participants assets that will be
utilised by the Program in identifying suitable investments. The borrowing will then be investments
that will deliver the Programs investment objectives. Obviously this has been a difficult time in this
regard. In September 2008 Barclays removed the line of credit it had provided to the Program for
the previous four and a half years. Since then the fund has sought to secure replacement lending
facilities from other banks or financial institutions. As you are quite aware, the global crisis has
seen the withdrawal of credit facilities and although some potential lenders were willing to take
smaller positions, these would not have been sufficient to repay the outstanding loans to Barclays
and to re-inflate the Program’s portfolio to the levels anticipated by the drip feed investment model.

The Directors have been able to develop a lending facility that will transform the Program’s
borrowing model from reliance on a single bank to diversifying the counterparty risk and engaging
multiple lenders by way of fixed term, fixed interest notes (“Notes”). These Note issues will then be
bolstered by smaller loans provided by banks or financial institutions. This development will provide
the Program with a robust diversified lending model.

Participant’s assets are assigned to a wholly owned subsidiary of the Program; FPA Limited
(“FPA”). FPA is entering into a Management Agreement with Brewer Financial Services (“Brewer”);
a US based financial institution who will distribute the Note issues. Brewer have worked with the
Board to develop an offering which meets the needs of certain sectors within their client market.
During our discussions with Brewer it became apparent that financial institutions were being
cautious in their approach to advancing credit facilities, however in recent weeks several US based
trusts and family investment offices have agreed heads of terms that, in conjunction with other
financial institutions, will provide a replacement lending facility by end of June 2010.



Portfolio

In order to repay the Barclays lending facility, the Program was obliged to realise its liquid assets.
This led to a reduction in the portfolio from US$24 million to just less than $11 million. The residual
illiquid investments consisted of;

e a selection of four Arch funds;

¢ an indirect holding in a UK student accommodation company; Club Easy, being held in
concert with investments from several Arch Funds;

e a $1.2 million participating loan to a marina project in the USA (known as “Wydro”); and
e  Wydro restructuring commission, amounting to US$1.25m included in the 2008 results.
The Program was also obliged to provide for fees payable to service providers.
Arch and Club Easy

Following intervention by the United Kingdom’s FSA, the Arch Group was required to surrender its
investment management of Arch funds to Spearpoint Limited (“Spearpoint”). Spearpoint are
aggressively liquidating the Arch funds and structures although some funds would not be wound up
for some 5 to 7 years. Further complications arose due to the Arch funds providing a mezzanine
loan to the Club Easy investment.

The directors have negotiated a favourable solution, in respect of the Arch funds and Club Easy,
with Spearpoint.

In exchange for the Arch funds, held in the Program’s portfolio, and a 2 year payment schedule,
Spearpoint have agreed to cancel the mezzanine loan. This will provide a once off appreciation in
the value of the Program’s Club Easy holding following the completion of the 2 year payment
schedule.

By way of information, Club Easy was started in 1982. It has 2,600 student beds and manages
another 1,100 beds for other institutions. Club Easy has a strong brand name and prides itself in
averaging over 98% occupancy. It has a diverse property and geographical base with offices in
Hull, Lincoln, Exeter, Loughborough, and Durham.

At the time of audit, the Arch/Club Easy agreement had not been finalised. The value of the Club
Easy asset was excluded from the statements as the Club Easy Group was required to be valued at
nil.

Wydro

The Directors of the Promoter waived their rights to structuring commission on an investment
known as Wydro Limited (the “Wydro Note”), amounting to US$1.25m, in favour of the Program.
The Program then provided the Wydro Note with a loan of US$1.2m at an interest rate of 18%. The
issuer of the Wydro note has defaulted on their obligations to honour the structuring commission
and in an attempt to protect the Program’s loan it has had to restructure the Wydro Note with
another investor. In undertaking this restructuring the Program has released its first charge over
the assets of Wydro in favour of the new investor.



At the time of audit, the Program was unable to provide substantive evidence to support the
restructuring and charge over the assets of Wydro and as such the investment has been excluded
from the financial statements. The directors of the Program remain confident that this project will
perform on its obligations.

Summary

The last eighteen months have been challenging. As a borrower it has been difficult for the
Program fulfil its investment objectives in the prevailing credit markets. The fall of Arch was a major
blow to our strategy. That said, with the completion of the Clubeasy deal, £7 million, and the
performance of super yachts $1.2 million plus performance rights and interest, the Directors would
argue that the portfolio exceeds the debt and therefore will be recovering any losses incurred during
the period.

When the new combination of Note and small bank lending facilities take effect from June 2010, the
Program will be able to operate from a position of strength. The re-inflation of the Program’s
portfolio to levels that were experienced prior to the withdrawal of the initial lending facility will
enable the Program to rebuild the key components of the portfolio.

We have appreciated your patience and understanding in these difficult times, and look forward to
rewarding you with solid performance going forward.

Date: 25 May 2010




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



