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Dunedin Enterprise Investment Trust PLC  
specialises in the provision of private equity  
finance. Private equity is medium to long  
term finance provided in return for an equity  
stake in established, potentially high growth  
private companies.

The Company’s primary objective is to achieve  
substantial long term growth in its assets through  
capital gains from its investments.
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1 Dunedin Enterprise Investment Trust PLC

Net asset value per share decreased by 0.4% to 527.3p per share

Interim dividend of 2.4p per share

New investment of £11.2 million in the half year

Realisations of £20.5 million in the half year

Comparative Performance

   
   FTSE FTSE

   Small Cap All Share

   (ex Inv Cos) (ex Inv Cos)

Periods to 30 June 2008 Net Asset value Share price Index Index

Six months -0.4% -11.5% -18.9% -13.2%

One year -2.7% -25.4% -35.6% -16.3%

Three years 26.7% -2.9% -13.3% 11.1%

Five years 70.5% 51.1% 17.5% 44.0%

Ten years 58.0% 34.5% -4.2% 3.2%

 

Financial Highlights
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Overview 
In the six months to 30 June 2008, Dunedin 

Enterprise’s unaudited net asset value 

decreased from £159.9m at 31 December 

2007 to £159.1m, a movement of –0.4%. 

The net asset value per share decreased 

from 529.5p to 527.3p. This compares to 

a decrease of 18.9% in the FTSE Small 

Cap over the same period. During the six 

months to 30 June 2008 the share price 

of Dunedin Enterprise decreased by 11.5% 

from 415.75p to 368p. In times of falling stock 

markets discounts of share price to net asset 

value often widen. This has been the case 

across the private equity sector in the past 

six months.

In the half year to 30 June 2008, Dunedin 

Enterprise invested a total of £11.2m 

and realised £20.5m from investments. 

Realisations in the half year generated a 

profi t of £5.6m over the opening valuation.

An interim dividend of 2.4p is to be paid on 

30 September 2008 to shareholders on the 

register at close of business on 5 September 

2008. The ex-dividend date is 3 September 

2008. This compares to an interim dividend 

of 1.5p paid for the eight month period to 

31 December 2007.

Investment policy
In May 2008, shareholders were asked to 

approve proposals to amend the investment 

policy of the Company and to adopt new 

management fee and incentive arrangements. 

Each of these proposals was approved by 

shareholders with more than 99% of votes 

cast being in favour of the proposals. 

The strategy of increasing the overall private 

equity investments which are held through 

third party managed funds has now 

commenced. To date a commitment of 

€12.7m has been made to FSN Capital III 

LP, a €375m mid-market buyout fund that 

focuses on small to medium sized buyouts in 

the Nordic region. The manager, FSN Capital, 

is independently owned by its partners and 

operates from offi ces in Oslo and Stockholm. 

The investment strategy of the manager is 

to add value to portfolio companies through 

operational improvement and acquisitions. 

A commitment of €15m has been made to 

Realza Capital Fondo FCR. The fund targets 

small and medium sized buyouts in Spain. 

The manager, Realza, is a newly formed 

company based in Madrid and was 

established by two highly experienced 

investors in the Spanish private equity market. 

The investment strategy of the fund is to seek 

out investment opportunities among small 

to medium sized companies in Spain and 

to add value by professionalising the 

management of these businesses.

Net asset movements in the six months 
to 30 June 2008

The movement in net asset value is 

summarised in the table below:-

 £’m

Net asset value at 31 December 2007 159.9

Realised profi t over opening valuation 5.6

Unrealised value increases 3.3

Unrealised value decreases (12.1)

Other movements 2.4

Net asset value at 30 June 2008 159.1

Portfolio movements
Dunedin Enterprise’s investment portfolio 

comprises:-

•  Dunedin managed funds 

(including direct investments),

•  third party managed funds

•  listed private equity companies, and

•  legacy technology funds.

Manager’s Review
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In the half year a total of £11.2m was invested 

by Dunedin Enterprise. The majority of new 

investments were made through Dunedin 

managed funds. The largest investment was 

£8.5m in the recapitalisation of CGI in March 

2008. There was also a £0.7m follow-on 

investment made in Practice Plan. A total 

of £0.9m was invested in the third party 

managed funds program.

In the half year to 30 June 2008, a total of 

£20.5m was generated from realisations. 

Again the majority of realisations were 

from investments made through Dunedin 

managed funds. Dunedin Enterprise realised 

£11.0m on the recapitalisation of CGI. The 

realisation represented an uplift of £2.4m 

on the valuation of CGI at 31 December 2007. 

To date the investment in CGI has returned 

a multiple of over three times the original 

investment. 

In February 2008, deferred proceeds 

of £2.7m were received from the sale of 

Caledonian Building Systems which occurred 

in April 2006. This investment has returned in 

excess of six times the original investment. 

In February 2008, Capula repaid early 

£2.5m of Dunedin Enterprise loan stock 

following a recapitalisation.

Realisations from within the LGV 4 & 5 limited 

partnership funds generated proceeds 

totalling £3.5m. This represented an uplift of 

£0.4m on the valuation of these investments 

at 31 December 2007.

Unrealised movements in valuation
Within Dunedin managed investments, 

both OSS and Gardner have shown strong 

trading growth. The valuation of these 

investments has been increased by £1.6m 

and £1.3m respectively. OSS is the UK’s 

largest waste oil collection and recycling 

business and Gardner produces a wide 

range of machined components for airframes 

and aircraft engines. New Horizons, the 

childcare business, was sold in July 2008. 

A full provision was made against New 

Horizons at 31 December 2007, and the 

uplift in valuation at 30 June 2008 of £0.4m 

represents the proceeds from the sale of the 

investment. The disposal has crystallised a 

loss of £6.2m when compared to the original 

cost of the investment. 

 Valuation  Additions Disposals Realised Unrealised Valuation

 at 1-1-08 in half year in half year movement movement at 30-6-08

 £’m £’m £’m £’m £’m £’m

Dunedin 

managed 60.7 10.2 (16.5) 5.2 (0.6) 59.0

Third party 

managed 7.3 0.9 (3.5) 0.4 (3.5) 1.6

Listed 

private equity 33.1 – – – (4.0) 29.1

Legacy 

technology funds  3.5 0.1 (0.5) – (0.7) 2.4

 104.6 11.2 (20.5) 5.6 (8.8) 92.1
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Stock market conditions have adversely 

affected the valuations of ABI, Practice Plan 

and Capula. The price earnings multiples 

applied in valuing these businesses have 

fallen by between 16% and 26% over the 

half year to 30 June 2008. As a result the 

valuation of these companies has decreased 

by £2.0m, £0.6m and £0.4m respectively. 

A further provision has been made against 

the investment in Total Fitness of £1.4m 

refl ecting both a fall in price earnings multiples 

and concerns over the impact a reduction 

in consumer spending and a rise in energy 

costs will have on trading.

The fi ve European listed private equity 

companies share prices decreased in 

value by a total of £4.0m in the half year. 

The fall in value refl ects negative sentiment 

towards fi nancial companies generally 

and an anticipated economic slowdown 

across Europe and a widening of discounts 

in listed private equity stocks. 

The portfolio is valued in accordance with 

the International Private Equity and Venture 

Capital Valuation Guidelines.

VAT on investment trust management fees
In June 2007, the European Court of Justice 

ruled that management fees on investment 

trusts should be exempt from VAT. HM 

Revenue and Customs (“HMRC”) announced 

in November 2007 its intention not to appeal 

against this ruling to the UK VAT Tribunal and 

therefore protective claims which had been 

made in relation to the Company could be 

processed by HMRC. Agreement has been 

reached with HMRC on claims in relation to 

the period from 2001 onwards leading to 

recognition of a VAT recoverable asset of 

£2.2m in the half year accounts to 30 June 

2008. The amount that the Company will 

receive in relation to the period prior to 2001, 

and any interest on either the period pre or 

post 2001, is at present uncertain and the 

Company has taken no account in these 

fi nancial statements of any such repayment. 

The Company has not been charged VAT 

on its investment management fees since 

1 November 2007. 

Outlook
These times of uncertainty have historically 

provided fertile ground for private equity and 

we believe that the same will be true in the 

current climate. Through periods of volatility 

in stock markets, private equity has provided 

consistently high returns. As reported in the 

2007 BVCA Private Equity and Venture Capital 

Performance Measurement Survey, over 

three, fi ve and ten years, the performance of 

UK private equity funds is considerably better 

than all other main asset classes: equities, 

bonds, alternatives and property.

Dunedin Enterprise has a well diversifi ed 

and mature portfolio of investments with 

minimal exposure to the retail, fi nancial 

or property sectors. Despite the current 

economic background the portfolio is in a 

sound condition as refl ected in the marginal 

fall in net asset value. The Company is well 

positioned, with substantial cash reserves, 

to deploy funds into new investments both 

via Dunedin managed funds and through 

the third party managed funds program. 

In the medium term it is expected that there 

will be buying opportunities which are more 

attractively priced than in recent years. 

The ability to take advantage of these 

opportunities will depend upon the 

continued availability of debt fi nance. 

The Company has benefi ted from a strong 

fl ow of realisations over the past six years. 

This level of activity is likely to slow over the 

medium term as exits at attractive prices are 

less likely until economic conditions improve.

Dunedin Capital Partners Limited
27 August 2008

Manager’s Review continued
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 Approx.   Percentage

 percentage Cost of Directors’ of net

 of equity investment valuation assets

Company name % £’000 £’000 %

SWIP Private Equity Fund of Funds II PLC 4.5 15,025 17,736 11.2

Practice Plan Group (Holdings) Limited 26.2 10,262 11,888 7.5

CGI Group Holdings Limited 41.4 8,509 8,509 5.4

Capula Group Limited 35.5 5,753 6,654 4.2

OSS Environmental Holdings Limited 41.8 6,184 6,417 4.0

WFEL Holdings Limited 24.2 6,400 6,400 4.0

Gardner Group Limited 24.4 5,644 5,302 3.3

GIMV 0.6 4,971 4,636 2.9

CapMan plc 2.5 4,852 3,952 2.5

Dinamia Capital Privado SA 2.1 5,017 3,713 2.3

  72,617 75,207 47.3

 

Ten Largest Investments 
(both held directly and via Dunedin managed funds) by value at 30 June 2008
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