[On CFML headed note paper]

Strictly confidential

Guaranteed Low Risk Income Fund Series 1
As you will be aware, Capita Financial Managers Ltd (“CFM”) is seeking to retire as operator of the Guaranteed Low Risk Income Fund Series 1 Limited Partnership (“GLRIF”) and manager of the Exempt Unit Trust in respect of GLRIF.  As CFM understands it, Mourant Fund Services Limited ("Mourant") is to take on each of these roles following CFM's retirement.

Whilst it is for Mourant to conduct its own due diligence prior to taking on these roles, CFM considers it appropriate to bring the following matters to your attention, being matters which have influenced CFM's decision to retire from its roles as operator and manager:

1. Connaught Asset Management Limited (“CAM”), which manages the assets of GLRIF, is not regulated by the Financial Services Authority (“FSA”).  CFM has recently decided that it does not wish to operate collective funds where the asset manager is not regulated by the FSA.

2. CFM's general business practice is that it does not issue financial promotions.  CFM has recently decided therefore that it no longer wishes to continue issuing the Information Memorandum for GLRIF. 

3. GLRIF’s income of 8.15% to 8.5% (net of operating expenses), in relation to its principal activity of providing finance to its specialist partner (Tiuta International Limited), is guaranteed by Tiuta plc, the parent company of Tiuta International Limited.  Following a recent internal review, CFM has decided that it is no longer willing to operate GRLIF in the absence of a guarantee from a UK authorised bank. Tiuta plc is not a UK authorised bank.

4. CFM has noted that the recently filed consolidated audited accounts of Tiuta plc show a substantial fall in net assets from £2,430k at 31 March 2008 to £148k at 31 March 2009.  CFM also notes that these audited accounts disclose that Allied Irish Bank and Bank of Cyprus are to withdraw their facilities to Tiuta plc, which amounted to £7.5m at 31 March 2009, upon redemption of the underlying loans over the course of 3 to 6 months subsequent to accounting year-end. 

5. In light of the above, CFM is no longer comfortable with CAM’s strategy of investing all the funds of GLRIF in loans issued by Tiuta International Limited and which are guaranteed by Tiuta plc.  

6. CFM has recently become aware that GLRIF has advanced loans in excess of 80% of LTV.  CFM has not, however, undertaken any further work to assess whether these loans have a guaranteed exit route, as the Information Memorandum provides that they ought to have.

7. CFM has recently become aware that GLRIF has allowed loans to be rolled-over for a longer period of time, rather than calling in the loans and returning the redemption proceeds to GLRIF, despite these loans being bridging loans for a specific purpose and duration.  

8. Ernst & Young LLP, who are named in GLRIF’s Information Memorandum as auditor have not accepted this appointment.  At the date of this letter GLRIF does not have an auditor. 

The above information is provided for your information only.  Capita accepts no responsibility to Mourant in respect of the above information and Mourant is not to rely upon this information for any purpose.  

As noted above, it is for Mourant to perform its own due diligence prior to taking on the roles of operator of GLRIF and manager of the Exempt Unit Trust in respect of GLRIF.

Further, the above information is being shared with you on a strictly confidential basis.

Yours faithfully

[name]

Capita Financial Managers Limited
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