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FINANCIAL HIGHLIGHTS
(Under U.S. GAAP)
(In thousands, except per share and ADS amounts or as noted)

Year Ended December 31,

2008 2007
Net iNCOME (IOSS) .....ovoiiiiiieieecce e $(1,571) $ 376
Basic and diluted earnings (loss) per share.................cccocoiviiciiiiienc $ (0.03) $ 0.01
Basic and diluted earnings (loss) per ADS...........c...occoviiiiiiiiii $ (0.31) $ 0.07
Ordinary Shares outstanding (including ADSS) ........ccccceiiiiiiiiiiiiiccce 64,439 64,439
Shareholders’ @QUILY.................oooiiii e $ 14,979 $16,479
Net asset value per share " ... $ 0.29 $ 0.32
Net asset value per ADS .. e $ 294 $ 324

™ Based on the net asset value of the Group after deducting the cost of the shares held by the employee benefit

trusts, and on the number of shares outstanding excluding the shares held by the employee benefit trusts.
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As used herein, the terms “Company,” “we,” “us” and “our” refer to Berkeley Technology Limited. Except
as the context otherwise requires, the term “Group” refers collectively to the Company and its subsidiaries.

ORGANIZATIONAL STRUCTURE

We currently have two business segments that we operate through our subsidiaries: venture capital
consulting, and life insurance and annuities. Our principal operating subsidiaries are set forth below:

Principal Subsidiaries Business Segment Location
Berkeley International Capital Corporation Venture capital consulting San Francisco, California
London Pacific Assurance Limited Life insurance and annuities Jersey, Channel Islands

BOARD OF DIRECTORS AND EXECUTIVE OFFICERS
Arthur I. Trueger, Executive Chairman

Mr. Trueger is the founder and a principal shareholder of Berkeley Technology Limited. He has worked
for us for more than 31 years and holds A.B., M.A. and J.D. degrees from the University of California.

Victor A. Hebert, Deputy Chairman, Non-Executive Director

Mr. Hebert has been a non-executive director since the Company’s incorporation in January 1985 and
Deputy Chairman since February 1996. In October 2008, Mr. Hebert joined Burrill & Company as Managing
Director, Chief Administrative Officer and Chief Legal Officer. Burrill & Company, based in San Francisco, is a
global leader in life sciences with principal activities in venture capital, private equity, merchant banking and
media. Previously, Mr. Hebert practiced law with Heller Ehrman LLP since 1962. Mr. Hebert is a member of
the Compensation Committee.

Harold E. Hughes, Jr., Non-Executive Director

Mr. Hughes has been a non-executive director since January 1987. He has been Chief Executive
Officer of Rambus, Inc., a chip-semiconductor interface supplier, since January 2005, and a director of
Rambus since June 2003. Previously, he was Chairman of Pandesic LLC, an eCommerce software supplier
owned jointly by Intel Corporation and SAP, from 1997 to 2000. Prior to Pandesic, he was employed by Intel
Corporation for 23 years, during which time he held a number of positions in financial and operational
management. He previously served on the boards of Xilinx, Inc. and REMEC, Inc., having resigned those
board seats in 2006 and 2005, respectively. Mr. Hughes is a member of the Audit, Business Development and
Compensation Committees.

The Viscount Trenchard, Non-Executive Director

Lord Trenchard has been a non-executive director since August 1999. He was appointed a Managing
Director of Mizuho International plc in 2007, and became a director of Bache Global Series also in 2007.
Previously, Lord Trenchard was a Senior Adviser to Prudential Financial, inc., a provider of international
private client wealth management services, from 2002 to 2008. He was a director of Robert Fleming and Co.
Limited, or one of its principal subsidiaries, from 1996 to 2000, where he was also head of Japanese
Investment Banking. He was a director of Kleinwort Benson Limited from 1986 to 1996, whose Tokyo office he
managed for many years. Lord Trenchard is a member of the Audit and Business Development Committees.

lan K. Whitehead, Chief Financial Officer

Mr. Whitehead has held the position of Chief Financial Officer of Berkeley Technology Limited since he
joined the Company in 1990. He is a member of the Institute of Chartered Accountants in England and Wales.



REVIEW OF THE YEAR

Our consolidated net loss, computed in accordance with U.S. generally accepted accounting principles
("U.S. GAAP"), for the year ended December 31, 2008, was $(1.6) million, or $(0.03) per diluted share and
$(0.31) per diluted ADR, compared with consolidated net income of $0.4 million, or $0.01 per diluted share and
$0.07 per diluted ADR, for the year ended December 31, 2007. No dividends will be paid on the outstanding
shares and ADRs for 2008.

We are operating in a significantly weaker economic environment. Consulting fee revenues were $1.2
million lower in 2008 compared to 2007 due to a reduction in the number of clients and the decrease in fee
income from 2007 to 2008 from a consulting contract. Interest income declined by $0.5 million after the
dramatic cut in interest rates during the second half of 2008. Net realized investment gains in 2008 of $1.1
million were slightly lower than in 2007. In January 2007, we received a $1.2 million partial distribution from
the WorldCom, Inc. securities litigation. In February 2008, we received a final WorldCom distribution of $0.3
million. In December 2008, we received a $1.3 million partial distribution from the Enron Corporation securities
litigation. These payments recover part of the losses that we realized in 2002 upon the sale of publicly traded
WorldCom and Enron bonds. The $1.6 million in recoveries in 2008 were offset by a reduction in the carrying
value of one of our private equity investments during difficult market conditions. Our review of investment
values identified “other-than-temporary” impairments and thus write-downs were taken during 2008 totaling
$0.5 million. Operating expenses increased by $0.3 million in 2008, primarily due to severance costs. These
increased costs will continue through June 30, 2009, but after taking into account other cost savings and
favorable currency movements, the net increase in quarterly costs is expected to be approximately $53,000
until the end of the second quarter of 2009.

We are an international venture capital consulting firm with a focus on Silicon Valley technology
companies. In certain cases, we may benefit from investments made by our clients if their investments are
successful. We use our consuiting relationships in part to generate fees that help cover operating expenses.
The level of consulting fees is expected to be volatile depending on the nature and extent of our work at any
point in time and the global economy. We are actively seeking new clients and business opportunities.



REPORT OF THE DIRECTORS

The directors present this report and the consolidated financial statements of the Company for the year
ended December 31, 2008.

Principal Activities

The primary activity of the Company and its subsidiaries is venture capital consulting. The Company is
incorporated in Jersey, Channel Islands.

Share Capital

As of December 31, 2008, the Company had authorized share capital of 86,400,000 Ordinary Shares
with a par value of $0.05, of which 64,439,073 shares were issued and outstanding. All of the Company’s
shares are listed on the London Stock Exchange (“LSE”). Shares are also traded in the form of American
Depositary Shares (“ADSs”), which are evidenced by American Depositary Receipts (“ADRs"), in the United
States in the ratio of ten Ordinary Shares to each ADS. The ADSs are traded on the Over-the-Counter (*OTC”)
Bulletin Board. On February 14, 2003, warrants to purchase 1,933,172 of the Company’s Ordinary Shares at a
price of £0.1143 were issued to the Bank of Scotland in connection with the Term Loan and Guarantee Facility
entered into between the Company and Bank of Scotland. This bank facility was repaid fully and terminated in
June 2003.

Directors
The directors of the Company who served throughout the year were:

Arthur |. Trueger, Executive Chairman
Victor A. Hebert, Deputy Chairman
Haroid E. Hughes, Jr.

The Viscount Trenchard

The Company’s Articles of Association provide that at each Annual General Meeting, one-third (or the
number nearest to but not exceeding one-third) of the directors other than the Executive Chairman shall retire
from office by rotation. Under the Articles of Association, there shall be no less than three directors. The
directors, other than the Executive Chairman, are elected to hold office until they are subject to retirement by
rotation. Retiring directors may be eligible for re-election.

Harold E. Hughes, Jr. retires by rotation and, being eligible, offers himself for re-election.
Except as noted below, no director or his dependants had any interest in the share capital of the
Company or its subsidiaries at any time during the year, nor any entitlements under the Company's share

option plans.

The interests of the directors and their dependants in the shares of the Company, all being held
beneficially, as of December 31, 2008 were as follows:

Ordinary

Ordinary Share

Shares Options M

ARTAUF 1. TIUEGET .. 19,260,693 2,000,000
VICtOr AL HEDEM ... 45,000 120,000
Harold E. HUGhES, Jr. . ..o - 140,000
The Viscount TrenChard...............ueeeeeeiiiciecieieiiee e - 120,000

M All vested at March 31, 2009, except for 75,000 options held by Mr. Hebert, 75,000 options held by Mr. Hughes and 75,000
options held by the Viscount Trenchard.



All directors’ interests were held at both December 31, 2008 and March 31, 2009.

In addition to Mr. Trueger, who has an interest in 29.9% (19,260,693 shares) of the Company's issued
share capital, the Company is aware of the following shareholders with an interest in 3% or more of the issued
share capital as of March 31, 2009:

Ordinary Percentage

Shares Held

The London Pacific Group 1990 Employee Share Option Trust (" ................. 13,084,681 20.3%
SC Fundamental Value Fund, L.P. ..........c.ccccocoooiiiieiieeieeee e 5,634,240 @ 8.7%
SC Fundamental Value BVI, Ltd. ...........c.cccoooiiiiiirieeeeeeeeee e 4,079,970 ® 6.3%
Mr. P. Gyllenhammar @) ..., 5,175,000 8.0%
BronsSStAdet AB ........oooiviiiiie e 3,130,000 4.9%
The Union Discount Company of London Limited............cccccevicciniiienneen. 2,045,000 3.2%

M 2,000,000 of these shares are under option (at an exercise price of $5.40) to Arthur |. Trueger and are not included in the

29.9% above.
) 3,067,740 are held in ADR form.
2,221,470 are held in ADR form.
Includes interest in the shares held by The Union Discount Company of London Limited and Bronsstadet AB, shown below.

Except as noted above, there were no other interests of the directors in any contract of significance to
which the Company or any of its subsidiaries was a party at any time during or at the end of the year.

Corporate Governance

There is no general code of practice covering corporate governance in Jersey. Inevitably, our corporate
governance procedures are affected by the small size of our company with only six employees. The most
significant way in which the Company’s corporate governance practice differs from the “Combined Code on
Corporate Governance” in the United Kingdom is that the role of Chairman and Chief Executive Officer is
combined. Also, all three non-executive directors have been directors for over nine years, but the board
considers all three non-executive directors as independent in character and judgment. None of the directors
has a service contract with the Company.

Meetings of the Board

The board of directors held four meetings during 2008. The Board has three committees: Audit,
Compensation and Business Development. The Audit Committee held four meetings during 2008, and there
were no meetings held by the Compensation Committee and the Business Development Committee. Director
attendance at all Board and committee meetings was 96% during 2008.

Committees of the Board

- Audit Committee: Harold E. Hughes, Jr. (Chairman), The Viscount Trenchard
- Compensation Committee: Victor A. Hebert (Chairman), Harold E. Hughes, Jr.
- Business Development Committee: Harold E. Hughes, Jr., The Viscount Trenchard

Statement of Directors’ Responsibilities and Approval of the Annual Financial Statements

The directors are responsible for preparing the Annual Report and the financial statements in
accordance with the Companies (Jersey) Law 1991. The directors have opted to prepare financial statements
for the Group in accordance with Accounting Principles Generally Accepted in the United States (“U.S.
GAAP").

The directors are responsible for the maintenance of proper accounting records and the preparation,
integrity and fair presentation of the financial statements of Berkeley Technology Limited and its subsidiaries.



The directors also prepared the other information included in this Annual Report and are responsible for
both its accuracy and its consistency with the financial statements.

The directors also have general responsibility for selecting suitable accounting policies and applying
them consistently, and for taking such steps as are reasonably open to them to safeguard the assets of the
Group and prevent and detect fraud and other irregularities. The going concern basis has been adopted in
preparing the financial statements. The directors have no reason to believe that the Group and the Company
will not be a going concern in the foreseeable future based on forecasts and available cash resources. The
viability of the Company and the Group is supported by the financial statements.

The financial statements have been audited by the independent accounting firm, BDO Stoy Hayward
LLP, which was given unrestricted access to all financial records and related data, including minutes of all
meetings of shareholders, the board of directors and committees of the board. The directors believe that all
representations made to the independent auditors during their audit were valid and appropriate. BDO Stoy
Hayward LLP's audit report is presented on page 43.

Results and Dividends

The Group's consolidated net loss for the year amounted to $1.6 million. In view of the Company's
requirement to conserve cash in order to meet the operating needs and growth opportunities of the business,
an interim dividend for 2008 was not paid and the board of directors will not be recommending a final dividend
for the year 2008.

The London Pacific Group 1990 Employee Share Option Trust has waived its entitlement to dividends.

Taxation Implications

Under the new tax system in Jersey, the Company will be required to send out details of deemed
dividend distributions to Jersey resident shareholders who own more than 2% of the Company's ordinary
shares for their proportionate share of the Company's taxable profits after deducting allowable tax losses
carried forward. We are not aware of any shareholder in the Company currently in this category. It is unlikely
there will be any Jersey income tax credit arising on any future dividends. Shareholders should consuit their
tax advisor with respect to their own tax positions.

Auditors
BDO Stoy Hayward LLP and BDO Seidman, LLP have indicated their willingness to continue in office.

During 2008, the Company's Audit Committee pre-approved all audit and permissible non-audit related
fees incurred with BDO Stoy Hayward LLP and BDO Seidman, LLP. The Audit Committee considered and
concluded that the provision of the non-audit services during 2008 was compatible with maintaining the
independence of BDO Stoy Hayward LLP and BDO Seidman, LLP.

By Order of the Board

Robert A. Cornman
Secretary

One Castle Street
St. Helier JE2 3RT
Jersey, Channel Islands

March 31, 2009



MANAGEMENT REPORT

This Management Report should be read in conjunction with the audited consolidated financial
statements, and the notes thereto, presented in this Annual Report. The consolidated financial statements are
prepared in accordance with accounting principles generally accepted in the United States. This section
should also be read in conjunction with the Cautionary Statement included in this Annual Report.

RESULTS OF OPERATIONS BY BUSINESS SEGMENT

income (loss) before income tax expense for our reportable operating segments, based on
management’s internal reporting structure, is as follows:

Year Ended December 31,

Income (loss) from before income tax expense
by operating segment:

Consulting in VENTUIe CaPItal .......c.cocviiiiiiiiiiic e $ (738) $ 317

Life INSUrance and @nNUILIES ...........uuuiiiiiiiiiiiiiiiiiis bbb bebeeeees 1,027 1,228
289 1,545

Reconciliation of segment amounts to consolidated amounts:

a1 =] (S T ale o] 1 1 1= 3PP OPPPPPTPTTN 77 226

COTPOTALE BXPENSES ... ettt ettt ettt (1,933) (1,393)

Consolidated income (loss) before
INCOME tAX EXPENSE ..ot $ (1,567) $ 378

Business segment data contained in Note 14 to the Consolidated Financial Statements included in this
Annual Report should be read in conjunction with this discussion. A detailed discussion of the results for each
reportable segment follows.

Consulting in Venture Capital

Certain information regarding our consulting segment's results of operations is as follows:

Year Ended December 31,

2008 2007
(In thousands)

Revenues:

CONSUIING FEES ...iiiiiiii e $ 564 $ 1,718
TOMAl FEVEINUES ....oooieiiiiiiiiieee et ettt e e e e e et 564 1,718
OPErating EXPENSES .....c.uuiiiiiiiii ettt 1,302 1,401
Income (loss) before income tax eXpPense...........c.ccccooiiviiiiiiiic e, $ (738) $ 317
2008 compared to 2007

In 2008, our consulting segment contributed a loss before income taxes of $0.7 million to our overall loss
before income taxes, compared to income before income taxes of $0.3 million in 2007. This decrease in
income before taxes for this segment in 2008 was attributable to a $1.1 million decrease in consulting fee
revenues.



Consulting fee revenues decreased from $1.7 million in 2007 to $0.6 million in 2008, due to a decline in
the number of consulting clients. A contract was signed with a client in early 2007 that generated $0.9 million
in consulting fees during 2007; however, that contract ran only through the end of 2007. A new contract was
signed with this client in March 2008, though the scope of our work under this contract was significantly
reduced and thus consulting revenues from this client for 2008 were significantly lower at $0.4 million. This
second contract expired at the end of 2008, and as of this date, a new contract for 2009 has not yet been
agreed.

Under the 2007 contract referenced above, we are entitled to earn additional compensation in the future
depending upon the performance of certain venture capital investments made by the client during 2007 with
our assistance. Any such compensation would be paid to us as a proportion of any capital gain realized by the
client, after deducting certain costs, upon a defined realization of the investment by the client. To date, no
such compensation has been realized.

Some of our former consulting agreements provided that we receive promissory notes that are
convertible into preferred stock, or common stock options, as part of our compensation. During 2007, we
received preferred stock in a consulting client valued at $140,000, resulting from the conversion of $140,000 in
promissory notes. We also hold common stock options in a technology company that are now fully vested,
though we believe that currently these have no value.

BICC'’s typical client is a Silicon Valley technology company or a large international telecommunications
company. Our objective has been to use consulting revenues to finance the development of large
telecommunications company relationships in Europe and Asia, which has led to several equity investments by
a client with additional fees for work performed by BICC. The level of consulting fees is expected to be volatile
depending on the nature and extent of our work at any point in time and the global economy. We are actively
seeking new clients and business opportunities.

Life Insurance and Annuities

Certain information regarding our life insurance and annuities segment’s results of operations is as
follows:

Year Ended December 31,
2008 2007

(In thousands)
Revenues and net investment gains and losses:

INVESTMENT INCOIME ... ittt e e et e et et e e s e et e e san e et esin s e s e e nineeeanin e $ 237 $ 578
INSUrance PoliCy Charges .......cooiuieeriiiiee e - 2
Net realized iNvVesStMENt gaiNs ........ooooiiiiiie e 1,143 1,198
Total revenues and net investment gains and losses ... 1,380 1,778
Expenses:

Amounts credited on insurance policyholder accounts ................coocviviniiiniiine e, 6 44
General and administrative EXPEeNSES........c.ooviiiiiiiiiiiii e 347 506
TOtal @XPENSES .. ..ooiiiiiiie et s 353 550
Income before income tax eXPENSEe ..........ccevvieiiiiiiiiiiii $ 1,027 $ 1,228

LPAL'’s policyholder liabilities fell during 2008 from $141,000 to $106,000 primarily due to exchange rate
changes. As of December 31, 2008, LPAL has three policies remaining which are scheduled to mature in the
first half of 2009. There are currently no plans to write new policies.



2008 compared to 2007

In 2008, LPAL contributed income before income taxes of $1.0 million to our overall ioss before income
taxes, compared to income before income taxes of $1.2 million in 2007. The $0.2 million lower income before
taxes in 2008 is attributable to a decrease of $0.3 million in interest income and a decrease of $0.1 million in
net realized investment gains, offset by a $0.2 million decrease in expenses.

interest income on cash and corporate bond investments declined by $0.3 million in 2008 to $237,000,
due to the maturity of all corporate bond holdings by July 2007 (which was tied to the maturity of policies), as
well as to a decline in interest rates. The level of LPAL’s cash and cash equivalents at the end of 2008 was
$11.8 million, compared with $10.3 million at the end of 2007, with $1.4 million in cash coming in at the very
end of 2008 related to the Enron securities litigation settlement payment (see below for more information).
Interest credited on policyholder accounts decreased to $6,000 in 2008, compared to $44,000 in 2007. This
decrease was due to policy maturities of $3.6 million during 2007. The average rate credited to policyholders
was 4.25% in 2008, compared with 4.8% in 2007.

LPAL’s total assets increased to $13.2 million as of December 31, 2008, compared to $12.2 million as of
December 31, 2007, primarily due to the receipt in February 2008 of the $0.3 million final payment from the
WorldCom, Inc. securities litigation settlement and the receipt in December 2008 of the $1.4 million partial
payment from the Enron securities litigation settlement (see below for more information), which was offset by
other-than-temporary write-downs totaling $0.5 million on one of LPAL'’s private equity investments.

Net realized investment gains for 2008 were $1.1 million, compared to $1.2 million for 2007. In January
2007, LPAL received $1.2 million representing a partial distribution from the WorldCom, Inc. securities
litigation. In February 2008, LPAL received a final WorldCom distribution of $0.27 million. LPAL held certain
WorldCom, Inc. publicly traded bonds which it sold at a loss in 2002. These two payments totaling almost $1.5
million recover part of the realized loss recognized by LPAL in 2002. In December 2008, LPAL received a
partial distribution of $1.37 million from the Enron Corporation securities litigation. LPAL held certain Enron
Corporation publicly traded bonds which it sold at a loss in 2002. This payment recovers part of the realized
loss recognized by LPAL in 2002. The timing and amount of future Enron distributions is currently uncertain.
The two payments received in 2008 totaling $1.64 million were offset by other-than-temporary impairment
write-downs totaling $0.5 million on one of LPAL’s private equity investments.

Policyholder liabilities as of December 31, 2008 were $106,000. There are three policies outstanding as
of that date totaling $72,000 which are scheduled to mature in the first half of 2009. The balance of $34,000
relates to two death claims which are pending payment.

Included in general and administrative expenses for 2007 are $44,000 of employee severance costs.
Excluding these employee severance costs, general and administrative expenses for 2007 were $0.5 million,
compared with $0.3 million for 2008. This $0.2 million decrease in expenses for 2008 was primarily due to
lower staff costs as well as to lower facilities costs subsequent to the closure of our Jersey office in mid-2007.
We no longer have staff or operations in Jersey, though LPAL maintains a registered office in Jersey and is still
regulated by the JFSC.

Corporate and Other
2008 compared to 2007

Corporate expenses increased by $0.5 million to $1.9 million in 2008, compared to $1.4 million in 2007.
This increase was due to a $0.1 million increase in professional services costs, a $0.1 million write-off in web
development costs paid to a third party vendor subsequent to our decision not to go forward with a web based
project, and a $0.3 million increase in compensation paid to our Chief Financial Officer, Mr. lan K. Whitehead,
under an agreement dated August 12, 2008. Under that agreement, the Company gave notice to Mr.
Whitehead that his employment agreement would end on June 30, 2009. Reference is made to Exhibit 10.3.1
to the Company’s Form 10-K for the year ended December 31, 2000 for a copy of Mr. Whitehead'’s
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employment agreement and to the Company’s Proxy Statement dated April 29, 2008 for a description of his
salary waiver of May 2003. The Company’s operating expenses for the 12-month period ending on June 30,
2009 will increase by approximately $0.7 million, of which approximately half has already been recognized in
the second half of 2008.

Interest income, excluding interest income earned by LPAL, decreased by $149,000 to $77,000 for 2008
compared to $226,000 in 2007, due to declining cash balances (outside of LPAL), as well as to lower interest
rates. As of December 31, 2008, our cash and cash equivalents, excluding the amount held by LPAL,
amounted to $1.9 million, a decrease of $2.4 million from December 31, 2007. This decrease resulted from the
use of cash in operating activities.

Consolidated Income (Loss) Before Income Tax Expense
2008 compared to 2007

Our consolidated loss before income tax expense was $1.6 million in 2008, compared to income before
income taxes of $0.4 million in 2007. This $2.0 million decline in income before taxes was due to a decrease
in consulting fee revenues of $1.2 million, a decrease in interest income of $0.5 million, and an increase in
operating expenses of $0.2 million, all as explained above.

Income Taxes

We are subject to taxation on our income in all countries in which we operate based upon the taxable
income arising in each country. However, realized gains on certain investments are exempt from Jersey and
Guernsey taxation. Through 2008, we were subject to income tax in Jersey at a rate of 20%. In the United
States, we are subject to both federal and California taxes at rates up to 34% and 8.84%, respectively.

2008 compared to 2007

The $4,000 tax expense for 2008 is comprised of $2,000 in minimum California taxes and $2,000 in
federal alternative minimum taxes caused by the consolidation of London Pacific Life & Annuity Company in
our U.S. tax group's consolidated returns from 2005 onwards. For more information, see Note 6 “Income
Taxes” to our consolidated financial statements included in this Annual Report. Other than these taxes, no
other tax expense or benefits were applicable to our Group for 2008. A loss before income taxes of $0.5
million was contributed by our Jersey operations and a loss before income taxes of $1.1 million was
contributed by our U.S. operations; however, we did not recognize any tax benefits due to the 100% valuation
allowances that we have provided for all deferred tax assets. In 2007, our only tax expense was $2,000 of
minimum California taxes.

CRITICAL ACCOUNTING POLICIES

Management has identified those accounting policies that are most important to the accurate portrayal of
our financial condition and results of operations and that require management’s most complex or subjective
judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain. These most critical accounting policies pertain to our investments, life insurance policy liabilities,
revenue recognition, and assumptions used to value share options granted. These critical accounting policies
are described below.

Accounting for Investments
From January 1, 2008, our primary business for financial reporting purposes is considered to be

consulting in venture capital rather than life insurance and annuities. As such, our private equity investments
are now carried at cost less any other-than-temporary impairments. Previously, we carried our private equity

11



investments at fair value in accordance with Statement of Financial Accounting Standards No. 115,
“Accounting for Certain Investments in Debt and Equity Securities” (‘SFAS 115”). Under paragraph 127(b) of
SFAS 115, insurance companies are required to report equity securities at fair value even if they do not meet
the scope criteria in paragraph 3 of SFAS 115. With respect to our private equity investments held at
December 31, 2007, our best estimate of their fair value was their cost basis. Therefore, the change from an
insurance company for financial reporting purposes to a consulting company as of January 1, 2008 did not
have an impact on the carrying values of our private equity investments.

For 2008, because ali of our private equity investments are less than 20% in the investee companies,
and we do not have any significant influence on the investee companies, all such investments are accounted
for in accordance with the cost method. In accordance with FASB Staff Position Nos. FAS 115-1 and FAS
124-1 ("FSP 115-1 and 124-1"), “The Meaning of Other-Than-Temporary Impairment and Its Application to
Certain Investments,” we evaluate our investments for any events or changes in circumstances (‘impairment
indicators”) that may have significant adverse effects on our investments. If impairment indicators exist, then
the carrying amount of the investment is compared to its estimated fair value as determined in accordance with
Statement of Financial Accounting Standards No. 157 (“SFAS 1577), “Fair Value Measurements.” If any
impairment is determined to be other-than-temporary, then a realized investment loss would be recognized
during the period in which we make such determination.

Determination of Fair Values of Investments

When a quoted market price is available for a security, we use this price in the determination of fair
value. If a quoted market price is not available for a security, management estimates the security’s fair value
based on valuation methodologies as described below.

We hold investments in privately held equity securities, primarily convertible preferred stock in
companies doing business in various segments of technology industries. These investments are normally held
for a number of years. Investments in convertible preferred stock come with rights that vary dramatically both
from company to company and between rounds of financing within the same company. These rights, such as
anti-dilution, redemption, liquidation preferences and participation, bear directly on the price an investor is
willing to pay for a security. The returns on these investments are generally realized through an initial public
offering of the company’s shares or, more commonly, through the company’s acquisition by a public company.

One of the factors affecting fair value is the amount of time before a company requires additional
financing to support its operations. Management believes that companies that are financed to the estimated
point of operational profitability or for a period greater than one year will most likely return value to the investor
through an acquisition between a willing buyer and seller, as the company does not need to seek financing
from an opportunistic investor or insider in an adverse investment environment. If a particular company needs
capital in the near term, management considers a range of factors in its fair value analysis, including our ability
to recover our investment through surviving liquidation preferences. Management’s valuation methodologies
also include fundamental analysis that evaluates the investee company’s progress in developing products,
building intellectual property portfolios and securing customer relationships, as well as overall industry
conditions, conditions in and prospects for the investee’s geographic region, and overall equity market
conditions. This is combined with analysis of comparable acquisition transactions and values to determine if
the security’s liquidation preferences will ensure full recovery of our investment in a likely acquisition outcome.
In its valuation analysis, management also considers the most recent transaction in a company’s shares.

SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date (an exit price). SFAS
157 has also established a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels. Level 3 inputs apply to the determination of fair value for our private
equity investments. These are unobservable inputs where the determination of fair values of investments
requires the application of significant judgment. It is possible that the factors evaluated by management and
fair values will change in subsequent periods, especially with respect to our privately held equity securities in
technology companies, resulting in material impairment charges in future periods. From January 1, 2008, only
other-than-temporary impairments will be recognized and the carrying value of a private equity investment
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cannot be increased above its cost unless the investee company completes an initial public offering or is
acquired.

Other-than-temporary Impairments of Investments

Management performs an ongoing review of all investments in the portfolio to determine if there are any
declines in fair value that are other-than-temporary.

In relation to our private equity securities that do not have a readily determinable fair vaiue, factors
considered in impairment reviews include: (i) the length of time and extent to which estimated fair values have
been below cost and the reasons for the decline, (ii) the investee’s recent financial performance and condition,
earnings trends and future prospects, (iii) the market condition of either the investee's geographic area or
industry as a whole, and (iv) concerns regarding the investee’s ability to continue as a going concern (such as
the inability to obtain additional financing). If the evidence supports that a decline in fair value is other-than-
temporary, then the investment is reduced to its estimated fair value, which becomes its new cost basis, and a
realized loss is reflected in earnings.

The evaluations for other-than-temporary impairments require the application of significant judgment. It
is possible that the impairment factors evaluated by management and fair values will change in subsequent
periods, especially with respect to privately held equity securities in technology companies, resulting in material
impairment charges in future periods.

Life Insurance Policy Liabilities

We account for life insurance policy liabilities in accordance with Statement of Financial Accounting
Standards No. 97, “Accounting and Reporting by Insurance Enterprises for Certain Long-Duration Contracts
and for Realized Gains and Losses from the Sale of Investments.” We account for life insurance policy
liabilities for deferred annuities as investment-type insurance products and we record these liabilities at
accumulated value (premiums received, plus accrued interest to the balance sheet date, less withdrawals and
assessed fees).

Revenue Recognition

The timing of revenue recognition for consulting services requires a degree of judgment. Under SEC
Staff Accounting Bulletin No. 104 (“SAB 104"), revenue is realized or realizable and earned when persuasive
evidence of an arrangement exists, delivery has occurred or services have been rendered, the seller's price to
the buyer is fixed and determinable and collectibility is reasonably assured. We recognize consulting fee
revenues in our consolidated statement of operations as the services are performed, if all the conditions of
SAB 104 are met. We do not recognize performance based revenues under a consulting arrangement until the
payments are earned, the client has acknowledged the liability in writing and collectibility is reasonably
assured.

Valuation of Share Options Granted

We calculate the fair value of share option grants to employees using the Black-Scholes option pricing
model, even though this model was developed to estimate the fair value of freely tradable, fully transferable
options without vesting restrictions, which differ significantly from the Company’s share options. The Black-
Scholes model also requires subjective assumptions, including future share price volatility and expected time
to exercise, which greatly affect the calculated values. The expected term of options granted is derived from
historical data on employee exercises and post-vesting employment termination behavior. The risk-free rate is
based on the U.S. Treasury rates in effect during the corresponding period of grant. The expected volatility is
based on the historical volatility of the Company's share price. These factors could change in the future, which
would affect the share based compensation expense in future periods, if the Company, through the ESOT,
should grant additional share options. It should be noted, however, that share based compensation expense in
the Company’s consolidated statement of operations has no negative impact on total shareholders’ equity
because there is an offsetting entry to additional paid-in capital in the Company’s consolidated balance sheet.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

See Note 1 to the Consolidated Financial Statements included in this Annual Report for a summary of
recently issued accounting pronouncements.

LIQUIDITY AND CAPITAL RESOURCES

Our cash and cash equivalents decreased during 2008 by $0.9 million from $14.6 million as of
December 31, 2007 to $13.7 million as of December 31, 2008. This decrease in cash and cash equivalents
resulted from $2.5 milion of cash used in operating activities, which was partially offset by $1.6 million of cash
provided by investing activities. Cash used in operating activities primarily resulted from the $1.6 million
operating loss for 2008, as adjusted for net realized investment gains of $1.1 million which includes the $1.6
million partial proceeds from the Enron securities litigation settlement (which is included in cash flows provided
by investing activities), net of $0.5 million in other-than-temporary write-downs on one private equity
investment taken during 2008. As of December 31, 2008, our cash and cash equivalents, excluding the
amount held by LPAL, amounted to $1.9 million, a decrease of $2.4 million from December 31, 2007. This
decrease resulted from the use of cash in operating activities.

The $11.8 million of cash and cash equivalents held by LPAL, as well as the $1.3 million of investments
held by LPAL, are not currently available to fund the operations or commitments of the Company or its other
subsidiaries. However, a dividend could be paid from LPAL to the Company. In April 2008, the Company
obtained approval from the JFSC for LPAL to make dividend payments up to a total of $5.0 million to the
Company in the future. As a condition of the JFSC’s approval, the Company has agreed to provide financial
support to LPAL in the unlikely event LPAL’s funds are insufficient to pay off its policy liabilities totaling
$106,000 as of December 31, 2008, as well as the operational costs of LPAL.

Shareholders’ equity decreased during 2008 by $1.5 million from $16.5 million at December 31, 2007 to
$15.0 million as of December 31, 2008, primarily due to the net loss for the period of $1.6 million. As of
December 31, 2008 and 2007, $62.6 million of our Ordinary Shares, at cost, held by the employee benefit
trusts have been netted against shareholders’ equity.

During 2008, LPAL continued to service its existing policyholders. There were no policy maturities or
surrenders in 2008. Policyholder liabilities were $106,000 as of December 31, 2008, compared to $141,000 as
of December 31, 2007. The $35,000 decrease in policyholder liabilities was primarily due to exchange rate
changes. The three policies remaining at December 31, 2008 are scheduled to mature in the first half of 2009.
LPAL has sufficient liquid resources to fund these maturities. As of December 31, 2008, LPAL had cash of
$11.8 million.

As of December 31, 2008, we had no bank borrowings, guarantee obligations, material commitments
outstanding for capital expenditures or additional funding for private equity portfolio companies.

As of December 31, 2008, we had $1.9 million of cash and cash equivalents, excluding cash held by our
life insurance and annuities segment. We believe that this cash balance, along with dividends to the Company
from LPAL up to a total of $5.0 milion (as discussed above), is sufficient to fund our operations (consulting in
venture capital and corporate activities) over at least the next 12 months.

PRINCIPAL RISKS AND UNCERTAINTIES

We consider the principal risks and uncertainties for 2009 to be the following: (1) the level of consulting
fee revenues is expected to be volatile depending on the nature and extent of our work at any point in time,
particularly in the current economic environment; (2) by their very nature, venture capital investments are risky,
and the private equity investments held by the Company’s insurance subsidiary could decline in value; and (3)
U.S. dollar interest rates have fallen significantly in 2008 and may continue to remain at a very low level
thereby minimizing our interest income.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands, except share amounts)
December 31,

2008 2007
ASSETS
Current assets:
Cash and Cash €QUIVAIEBNTS ...............cooeveeeieeeieiees e $ 13,681 " $ 14,568
Accounts receivable, less allowances of $0 and $34 as of December 31,
2008 and 2007, reSPeCtiVEIY .......ccooiiiiiiiiic e 222 423
Interest receivable..... ... 1 14
Prepaid expenses and depositS ........cooovvvieiiiiiiiiiii 147 164
Total CUITENE @SSELS . .iiiiiiiee i e 14,051 15,169
Private equity investments (at lower of cost or estimated fair value) ................... 1,484 1,984
Property and equipment, net of accumulated depreciation of $177 and $175

as of December 31, 2008 and 2007, respectively...........ccccconiiiiiiinininn. 9 14
O Al @SSO S ..o ee et $ 15,544 $17,167

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Accounts payable and accrued EXPENSES........cccvvvrirriiiriiir e $ 459 $ 547

Policyholder liabilities (due in less than one year) ............c..cooooeviiiiiiiiinnn, 106 46
Total current abilities ...........ooovieriieee e 565 593
Policyholder liabilities (due in more than one year)............c..cccooiiiii, - 95
Total Habilities ..o 565 688
Commitments and contingencies (See Note 8)
Shareholders' equity:
Ordinary shares, $0.05 par value per share: 86,400,000 shares authorized;

64,439,073 shares issued and outstanding as of December 31, 2008

AN 2007 .o 3,222 3,222
Additional paid-in capital ... 67,860 67,789
Retained arningS ...... ..o eeiieeiie e 6,894 8,465
Employee benefit trusts, at cost (13,522,381 shares as of

December 31, 2008 and 2007) .........vveeeeoiiiie e (62,598) (62,598)
Accumulated other comprehensive 10SS .........ccccoceviiiiiii e (399) (399)
Total shareholders’ equUity.............ccoooiiii e, 14,979 16,479
Total liabilities and shareholders' equity...............c..oooiiiiii $ 15,544 $17,167
Arthur |. Trueger Trenchard
Executive Chairman Director

March 31, 2009

™ The Company's insurance subsidiary, London Pacific Assurance Limited (“LPAL"), holds $11,823 of the Group's
$13,861 in cash and cash equivalents and $1,344 of the Group’s $1,484 in private equity investments which are
only available to fund the operations or commitments of LPAL, and not to the parent company or any of the other
subsidiaries.

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share and ADS amounts)

Year Ended December 31,

2008 2007
Revenues:
ConsUlting fE8 INCOME........ooiiiiiiiiei e $ 564 $1,718
INVESIMENT INCOME ... e 314 804
INSUrance poliCy Charges .........ooiiiiiiiiiiie e - 2
Net realized iNVeStMENt gaiNS ......cccoviiiiiiii e 1,143 1,198

2,021 3,722
Expenses:
OPErating EXPENSES .....o.uiieiiiieeiie ettt et ettt sb e e ettt enee e sabe e e 3,582 3,300
Amounts credited on insurance policyholder accounts .............cccccooniiiiniiecnee, 6 44

3,588 3,344
Income (loss) before income tax eXpense............ccccocoovieiiiciiiicic e, (1,567) 378
INCOME tAX EXPENSE ..ottt e e e e e e e e e 4 2
Net iNCOME (I0SS) ......co.oiiiiieiie e e $(1,571) $ 376
Basic and diluted earnings (loss) pershare.................c... $(0.03) $0.01
Basic and diluted earnings (loss) per ADS...............cccoiiiiiiiinini $ (0.31) $0.07

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

NEt iNCOME (IOSS) ..oeeiieieeii ettt

Adjustments to reconcile net income (loss) to net
cash used in operating activities:

Depreciation and amortization ................ccociiii e
Non-cash CoNSUIING fEES .......oivviii
Amounts credited on insurance policyholder accounts ...........cccccooviiniiiinnn
Net realized investment Qains ........cccoooiiiiiiiii e
Net amortization of investment premiums and diSCOUNtS............cccceeeiiiiin i,
Share based COMPENSAtION ........ooiiiiiiiiiiiie e

Net changes in operating assets and liabilities:
Accrued iNVeStMENE INCOME ........iiiiiieeiii ettt
ORI @SSELS ...ooeveeiiiitiiiiee et e e et e et e e e e e e e e e e ettt aaaaaaaa
Life insurance policy Habilities..........ccooer i
Accounts payable, accruals and other liabilities ..............cc.cooiiiii

Other operating cash flOWS ........cccooeiiiiiiiii e
Net cash used in operating activities..........................

Cash flows from investing activities:
Purchases of available-for-sale equity secunities ........c.c.oovviiiiiii s
Proceeds from maturity of held-to-maturity fixed maturity securities ......................
Proceeds from sale and maturity of available-for-sale fixed

MUty SECUFITIES .....veeiiiiiiiiiiii e e
Proceeds from WorldCom, Inc. and Enron securities litigation settlements .............
Capital eXpenditures ...

Net cash provided by investing activities ..........................

Cash flows from financing activities:
Insurance policyholder benefits paid...................ccoi

Net cash used in financing activities ................c....co.cc
Effect of exchange rate changes on cash...........cccccoiiii

Net increase (decrease) in cash and cash equivalents.................c.ccccoo,
Cash and cash equivalents at beginning of year ..................ooo

Cash and cash equivalents atend of year ......................co

Supplemental disclosure of cash flow information:

Cash paid during the year for:
Income taxes (net of amounts recovered).........ccc.cooviiiiiiiiiiiii

Year Ended December 31,

2008 2007

$(1,571) $ 376
6 5
- (140)

6 44
(1,143) (1,198)
- 30

71 71

13 289
218 (237)
- (2)
(74) (27)

- 2
(2,474) (787)
- (1,000)

- 3,000

- 9,000

1,643 1,198
(2) (4)

1,641 12,194
- (3,560)
- (3,560)

(54) 14
(887) 7,861
14,568 6,707
$ 13,681 $ 14,568
$ 2 $ 2

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Balance as of January 1, 2007

Netincome..........cccoooieriinn.
Change in net unrealized
gains and losses on
available-for-sale securities .
Foreign currency translation
adjustment ...
Unclaimed dividends...............
Share based compensation,
including income tax
effect of $0 ...

Balance as of
December 31, 2007 ............

Netloss ..o,
Share based compensation,
including income tax
effect of $O ...cooooviviiii.

Balance as of
December 31,2008 ............

(In thousands)

Accumulated

Oth

Ordinary Shares Additional Employee Com:rre- Total
Paid-in Retained Benefit hensive Shareholders’

Number Amount Capital Earnings Trusts Loss Equity
64,439 $ 3,222 $ 67,718 $ 7,999 § (62,598 $ (418) $15,923
- - - 376 - - 376
- - - - - 14 14
- - - - - 5 5
- - - 90 - - 90

- - 71 - - - 71
64439 $ 3222 $ 67,789 $ 8465 $(62,598) $ (399) $ 16,479
- - $ - $(1,571) $ - $ - $(1,571)

- - 71 - - - 71
64439 $ 3222 $ 67,860 $ 6,894 $(62,598)  $ (399) $ 14,979

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands)

Year Ended December 31,

2008 2007

NELINCOME (IOSS) .......ooeiiiiiuieii ittt ettt ettt ettt ebe bt e e et st anee e $ (1,571) $ 376
Other comprehensive income, net of deferred income taxes:
Foreign currency translation adjustments, net of income taxes of $0.............cc....... - 5
Change in net unrealized gains and losses:

Unrealized holding gains and losses on available-for-sale securities.................... - 14
Other comprehensive iNCOME ................eeiiiiiiiiiiiiii e - 19
Comprehensive iNCOME (I0SS) ......c.coooviiiiiiiiiie e $ (1,571) $ 395

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

As used herein, the term “Company” refers to Berkeley Technology Limited. Except as the context
otherwise requires, the term “Group” refers collectively to the Company and its subsidiaries.

Note 1. Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statements have been prepared by the Company in conformity
with United States generally accepted accounting principles (“U.S. GAAP”). These consolidated financial
statements include the accounts of the Company, its subsidiaries, the Employee Share Option Trust (‘ESOT")
and the Agent Loyalty Opportunity Trust (“ALOT"). Significant subsidiaries included in the operations of the
Group and discussed in this document include Berkeley International Capital Corporation (“BICC”) and London
Pacific Assurance Limited (“LPAL"). All intercompany transactions and balances have been eliminated in
consolidation.

From January 1, 2008, the consolidated balance sheets are presented in a classified format as is
appropriate for a consulting company rather than in an unclassified format as is appropriate for a life insurance
and annuities company. The majority of the Group’s assets continue to be held by its life insurance and
annuities business; however, there are few policies remaining and there were no new policies issued or
policies that matured in 2008. Policy maturities and surrenders during 2007 were $3.6 million. This change
had no impact on the Company’s shareholders’ equity at January 1, 2008. The Group’s primary business is
now consulting in venture capital. See Note 2 “Investments” below for a discussion of the impact of this
change on the Company’s accounting policy for its private equity investments.

The Company is incorporated under the laws of Jersey, Channel Islands. its Ordinary Shares are traded
on the London Stock Exchange and in the U.S. on the OTC Bulletin Board in the form of American Depositary
Shares (“ADSs"), which are evidenced by American Depositary Receipts (“ADRs”). Each ADS represents ten
Ordinary Shares. Pursuant to the regulations of the U.S. Securities and Exchange Commission (*SEC”), the
Company is considered a U.S. domestic registrant and must file financial statements prepared under U.S.
GAAP. As the Company is a “Smaller Reporting Company” as defined by SEC rules that became effective on
February 4, 2008, only two years of financial statements are included herein.

Cash and Cash Equivalents

The Group considers all highly liquid investments with an original maturity of three months or less to be
cash equivalents.

Investments

As discussed above, from January 1, 2008, the Group’s primary business for financial reporting
purposes is now considered to be consulting in venture capital rather than life insurance and annuities. As
such, the Group’s private equity investments are now carried at cost less any other-than-temporary
impairment, if any. Previously, the Group carried its private equity investments at fair value in accordance with
Statement of Financial Accounting Standards No. 115 (“SFAS 115”), “Accounting for Certain Investments in
Debt and Equity Securities.” Under paragraph 127(b) of SFAS 115, insurance companies are required to
report equity securities at fair value even if they do not meet the scope criteria in paragraph 3 of SFAS 115.
With respect to the Group’s private equity investments held at December 31, 2007, the Group’s best estimate
of their fair value was their cost basis. Therefore, the change from an insurance company for financial
reporting purposes to a consulting company as of January 1, 2008 did not have an impact on the carrying
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

values of the Group’s private equity investments. Marketable debt and equity securities will be carried at fair
value in accordance with SFAS 115, should the Group make such investments in the future.

As of December 31, 2008 and 2007, the Group’s only investments were private equity securities.

For 2008, because all of the Group’s private equity investments are less than 20% in the investee
companies, and the Group does not have any significant influence on the investee companies, all such
investments are accounted for in accordance with the cost method. In accordance with FASB Staff Position
Nos. FAS 115-1 and FAS 124-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to
Certain Investments,” the Group’s management evaluates the Group’s investments for any events or changes
in circumstances (‘impairment indicators”) that may have significant adverse effects on the Group’s
investments. If impairment indicators exist, then the carrying amount of the investment is compared to its
estimated fair value as determined in accordance with Statement of Financial Accounting Standards No. 157
(“SFAS 157"), “Fair Value Measurements.” If any impairment is determined to be other-than-temporary, then a
realized investment loss would be recognized during the period in which such determination is made by the
Group’s management.

SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date (an exit price). SFAS
157 has also established a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels. See Note 9 “Fair Value Measurements and Disclosures” below for
the three levels of the SFAS 157 hierarchy. Level 3 inputs apply to the determination of fair value for the
Group’s private equity investments. These are unobservable inputs where the determination of fair values of
investments requires the application of significant judgment. As discussed above, from January 1, 2008, only
other-than-temporary impairments will be recognized and the carrying value of a private equity investment
cannot be increased above its cost unless the investee company completes an initial public offering or is
acquired. During 2008, the Group determined that impairment indicators existed for one of its private equity
investments, and then determined that the impairment was other-than-temporary. The Group recognized
realized investment losses in its consolidated statement of operations totaling $500,000 on this investment
during the third and fourth quarters of 2008. It is possible that the factors evaluated by management and fair
values will change in subsequent periods, resulting in material impairment charges in future periods.

When a quoted market price is available for a security, the Group uses this price to determine fair value.
If a quoted market price is not available for a security, management estimates the security’s fair value based
on appropriate valuation methodologies. Management's valuation methodologies include fundamental analysis
that evaluates the investee company’s progress in developing products, building intellectual property portfolios
and securing customer relationships, as well as overall industry conditions, conditions in and prospects for the
investee’s geographic region, overall equity market conditions, and the level of financing already secured and
available. This is combined with analysis of comparable acquisition transactions and values to determine if the
security's liquidation preferences will ensure full recovery of the Group’s investment in a likely acquisition
outcome. In its valuation analysis, management also considers the most recent transaction in a company’s
shares.

Realized gains and losses on securities are included in net income using the specific identification
method. Any other-than-temporary declines in the fair value of the Group’s investments, below the cost or
amortized cost basis, are recognized as realized investment losses in the consolidated statements of
operations. The cost basis of such securities is adjusted to reflect the write-down recorded.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
Property, Equipment and Leasehold Improvements
Property, equipment and leasehold improvements are stated at cost less accumulated depreciation.

Depreciation is calculated on a straight-line basis at rates sufficient to write-off such assets over their estimated
useful lives on the following basis:

Furniture and equipment - five years
Computer equipment, including software - three to five years
Leasehold improvements - life of lease

Assets held under capital leases are included in property, equipment and leasehold improvements and
are depreciated over their estimated useful lives. The future obligations under these leases are included in
accounts payable and accruals. Interest paid on capital leases is charged to the statement of operations over
the periods of the leases.

Life Insurance Policy Liabilities, Revenues and Expenses

Life insurance policy liabilities, premium revenues and related expenses are accounted for in
accordance with Statement of Financial Accounting Standards No. 97, “Accounting and Reporting by
Insurance Enterprises for Certain Long-Duration Contracts and for Realized Gains and Losses from the Sale of
Investments,” as follows:

i) Life insurance policy liabilities for deferred annuities are accounted for as investment-type insurance
products and are recorded at accumulated value (premiums received, plus accrued interest to the balance
sheet date, less withdrawals and assessed fees);

if) Revenues for investment-type insurance products consist of charges assessed against policy account
values for surrenders; and

iii)y Benefits for investment-type insurance products are charged to expense when incurred and reflect
the claim amounts in excess of the policy account balance. Expenses for investment-type products include the
interest credited to the policy account balance.

Revenue Recognition

Consulting fees are recognized in income on an accrual basis, based upon when services are performed
and in accordance with SEC Staff Accounting Bulletin No. 104 (“SAB 104”). Under SAB 104, revenue is
realized or realizable and earned when persuasive evidence of an arrangement exists, delivery has occurred
or services have been rendered, the seller’s price to the buyer is fixed and determinable and collectibility is
reasonably assured. Performance based revenues under a consulting arrangement are not recorded until the
payments are earned, the client has acknowledged the liability in writing and collectibility is reasonably
assured.

Investment income comprises interest on fixed maturity securities and cash balances and is accounted
for on an accrual basis. Dividends are accounted for when declared.

22



BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
Share Based Compensation
Equity compensation plan

The London Pacific Group 1990 Employee Share Option Trust (‘ESOT”), which was approved by
shareholders in 1990, provides for the granting of share options to employees and directors. Such grants to
employees and directors are generally exercisable in four equal annual installments beginning one year from
the date of grant, subject to employment continuation, and expire seven to ten years from the date of grant.
Until August 2008, options were generally granted with an exercise price equal to the fair market value of the
underlying shares at the date of grant. On August 19, 2008, the exercise price of 4,450,000 options granted on
March 27, 2007 to employees and directors was modified from $0.10 to $0.31, the net book value of the shares
as of December 31, 2006. Until further notice, new option grants will have an exercise price equal to the net
book value of the shares as of the end of the previous quarter.

Share based compensation expense

Effective January 1, 2006, the Company adopted Statement of Financial Accounting Standards No. 123
(revised 2004) (“SFAS 123R"), “Share-Based Payment,” which establishes standards for the accounting of
transactions in which an entity exchanges its equity instruments for goods or services, primarily focusing on
accounting for transactions where an entity obtains employee services in share based payment transactions.
SFAS 123R requires a public entity to measure the cost of employee services received in exchange for an
award of equity instruments, including share options, based on the fair value of the award on the grant date,
and to recognize it as compensation expense over the period the employee is required to provide service in
exchange for the award, usually the vesting period. SFAS 123R supersedes the Company’s previous
accounting under Accounting Principles Board Opinion No. 25 (“APB 25”), “Accounting for Stock Issued to
Employees,” and related interpretations, for periods beginning in fiscal 2006. In March 2005, the SEC issued
Staff Accounting Bulletin No. 107 (“SAB 107”) relating to SFAS 123R. The Company applied the provisions of
SAB 107 in its adoption of SFAS 123R.

The Company adopted SFAS 123R using the modified prospective transition method as permitted under
SFAS 123R. Accordingly, prior period amounts were not restated. Under this application, the Company is
required to record compensation expense for all awards granted after the date of adoption and for the
unvested portion of previously granted awards that remain outstanding at the date of adoption. Prior to the
adoption of SFAS 123R, the Company used the intrinsic value method as prescribed by APB 25 and thus
recognized no compensation expense for options granted with exercise prices equal to the fair market value of
the Company’s ordinary shares on the date of grant.

In November 2005, the Financial Accounting Standards Board (“FASB”) issued Staff Position No. FAS
123(R)-3 (“FSP 123R-3"), “Transition Election Related to Accounting for the Tax Effects of Share-Based
Payments.” The Company elected to adopt the alternative transition method provided in FSP 123R-3 for
calculating the tax effects of share based compensation under SFAS 123R. The alternative transition method
includes simplified methods to establish the beginning balance of the additional paid-in capital pool (*APIC
pool”) related to the tax effects of share based compensation, and for determining the subsequent impact on
the APIC pool and consolidated statements of cash flows of the tax effects of share based compensation
awards that are outstanding upon adoption of SFAS 123R.

SFAS 123R requires companies to estimate the fair value of share based payment awards on the date
of grant using an option pricing model. The value of the portion of the award that is ultimately expected to vest
is recognized as expense over the requisite service periods in the Company’s consolidated statement of
operations.
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Share based compensation expense recognized in the Company’s consolidated statement of operations
for the year ended December 31, 2008 and 2007 includes compensation expense for share options granted
prior to, but not yet vested as of December 31, 2005, as well as compensation expense for 4,500,000 share
options granted to employees and directors on March 27, 2007, and 3,450,000 share options granted to
employees and directors on August 20, 2008. No share options were granted during 2006. SFAS 123R
requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if
actual forfeitures differ from those estimates. Share based compensation expense calculated in accordance
with SFAS 123R is to be based on awards ultimately expected to vest, and therefore the expense should be
reduced for estimated forfeitures. The Company’s estimated forfeiture rate of zero percent for the first six
months of 2008 and for the full year 2007 was based upon the fact that all unvested options related to
longstanding employees and directors. However, in September 2008, an employee gave notice of his
resignation effective at the end of October 2008. As such, 2,900,000 unvested options were forfeited on
October 31, 2008. As these forfeitures were expected as of September 30, 2008, share based compensation
expense was reduced in the third quarter of 2008 by $18,000. This represents the reversal of share based
compensation expense amortization through the third quarter of 2008 related to the 2,900,000 unvested and
forfeited options. In August 2008, the Company gave notice to its Chief Financial Officer that his current
employment agreement would end on June 30, 2009. As a result, it is expected that this employee will forfeit
500,000 options that will be unvested as of June 30, 2009. The Company’s net share based compensation
expense for 2008 was not impacted by this expected forfeiture of 500,000 options; however, there will be no
net compensation expense related to these options from the second quarter of 2009 (a reduction of $4,056 of
compensation expense per quarter). Despite the departure of these two employees, the Group’s management
continues to believe that a zero percent forfeiture rate for future periods is appropriate.

SFAS 123R requires the cash flows resulting from the tax benefits resuiting from tax deductions in
excess of the compensation cost recognized for those options to be classified as financing cash flows. As
there were no share option exercises during 2008 or 2007, the Company had no related tax benefits during
those years. Prior to the adoption of SFAS 123R, those tax benefits would have been reported as operating
cash flows had the Company received any tax benefits related to option exercises.

The fair value of share option grants to employees and directors is calculated using the Black-Scholes
option pricing model, even though this model was developed to estimate the fair value of freely tradable, fully
transferable options without vesting restrictions, which differ significantly from the Company’s share options.
The Black-Scholes model also requires subjective assumptions, including future share price volatility and
expected time to exercise, which greatly affect the calculated values. The expected term of options granted is
derived from historical data on employee exercises and post-vesting employment termination behavior. The
risk-free rate is based on the U.S. Treasury rates in effect during the corresponding period of grant. The
expected volatility is based on the historical volatility of the Company’s share price. These factors could
change in the future, which would affect the share based compensation expense in future periods, if the
Company, through the ESOT, should grant additional share options.

Income Taxes

The Group accounts for income taxes in accordance with Statement of Financial Accounting Standards
No. 109 (“SFAS 109"), “Accounting for Income Taxes.” Under SFAS 109, the Group recognizes taxes payable
or refundable for the current year, and deferred tax assets and liabilities due to temporary differences in the

basis of assets and liabilities between amounts recorded for financial statement and tax purposes.

The Group provides a valuation allowance for deferred income tax assets if it is more likely than not that
some portion of the deferred income tax asset will not be realized. The Group includes in income any increase
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or decrease in a valuation allowance that results from a change in circumstances that causes a change in
judgment about the realization of the related deferred income tax asset.

The Group includes in additional paid-in capital the tax benefit on share options exercised during the
period to the extent that such exercises result in a permanent difference between financial statement and tax
basis compensation expense.

In June 2006, the FASB issued Interpretation No. 48 (“FIN 48”), “Accounting for Uncertainty in Income
Taxes.” FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements in accordance with Statement of Financial Accounting Standards No. 109, “Accounting for Income
Taxes.” This interpretation prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48
also provides guidance on de-recognition of tax benefits, classification on the balance sheet, interest and
penalties, accounting in interim periods, disclosure and transition. The Company adopted FIN 48 on January
1, 2007. The adoption of the FIN 48 did not have any impact on the Company’s consolidated financial
statements.

Earnings Per Share and ADS

The Company calculates earnings per share in accordance with Statement of Financial Accounting
Standards No. 128 (“SFAS 128”), “Earnings per Share.” This statement requires the presentation of basic and
diluted earnings per share. Basic earnings per share is calculated by dividing net income or loss by the
weighted-average number of Ordinary Shares outstanding during the applicable period, excluding shares held
by the ESOT and the ALOT which are regarded as treasury stock for the purposes of this calculation. The
Company has issued employee share options, which are considered potential common stock under SFAS 128.
The Company has also issued Ordinary Share warrants to the Bank of Scotland in connection with the
Company’s bank facility (now terminated), which are also considered potential common stock under SFAS
128. Diluted earnings per share is calculated by dividing net income by the weighted-average number of
Ordinary Shares outstanding during the applicable period as adjusted for these potentially dilutive options and
warrants which are determined based on the “Treasury Stock Method.”

Earnings (loss) per ADS is equivalent to ten times earnings (loss) per Ordinary Share.
Foreign Currencies

Prior to July 1, 2007, the Group used the British pound sterling (“sterling”) as the functional currency of
LPAL and the U.S. dollar as the functional currency of the Company and all other significant subsidiaries. Due
to significant changes in the operating environment of LPAL, the functional currency of LPAL was changed to
the U.S. dollar effective July 1, 2007. By the end of the second quarter of 2007, almost all policies had been
redeemed, and LPAL'’s sterling assets were a small portion of its total assets. In addition, LPAL’s sterling
operating expenses have been significantly reduced. With this change in functional currency, LPAL's foreign
exchange gains and losses resulting from the remeasurement of foreign currency assets and liabilities into
U.S. dollars are included in operating expenses in the Group’s consolidated statement of operations, rather
than included in a separate component of other comprehensive income in shareholders’ equity, effective July
1, 2007. This change did not have a material impact on the Group’s consolidated statement of operations.
The $(399,000) balance as of June 30, 2007 in accumulated other comprehensive income (loss) in the Group’s
consolidated balance sheet will remain until such time LPAL is sold or liquidated.
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Comprehensive Income

Comprehensive income consists of net income; changes in unrealized gains and losses on available-for-
sale securities, net of income taxes; and foreign currency translation gains or losses arising on the translation
of the Group’s non-U.S. dollar based subsidiaries.

Recently Issued Accounting Pronouncements

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157 (“SFAS
15677"), “Fair Value Measurements,” which defines fair value, establishes guidelines for measuring fair value and
expands disclosures regarding fair value measurements. SFAS 157 does not require any new fair value
measurements but rather eliminates inconsistencies in guidance found in various prior accounting
pronouncements. SFAS 157 is effective for financial assets and financial liabilities within its scope for fiscal
years beginning after November 15, 2007 and for interim periods within those fiscal years. The Company
adopted SFAS 157 for financial assets and financial liabilities within its scope during the first quarter of 2008
and the adoption did not have an impact on its financial statements. In February 2008, the FASB issued FASB
Staff Position No. FAS 157-2 (“FSP FAS 157-2"), “Effective Date of FASB Statement No. 157," which defers
the effective date of SFAS 157 for all non-financial assets and non-financial liabilities for fiscal years beginning
after November 15, 2008 and interim periods within those fiscal years for items within the scope of FSP FAS
157-2. The adoption of FSP FAS 157-2 effective January 1, 2009 for the Company’s non-financial assets and
non-financial liabilities is not expected to have an impact on the Company’s consolidated financial statements.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159 (“SFAS 159”),
"The Fair Value Option for Financial Assets and Financial Liabilities - Including an amendment of FASB
Statement No 115.” SFAS 159 permits entities to choose to measure many financial instruments and certain
other items at fair value that currently are not required to be measured at fair value. SFAS 159 is effective no
later than fiscal years beginning after November 15, 2007. While the Company had the option of adopting this
standard for the first quarter of 2008, the Company did not apply the provisions of SFAS 159 to any existing
financial instruments and therefore SFAS 159 did not have an impact on its consolidated financial statements.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 160 (“SFAS
1607), “Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51.”
SFAS 160 amends ARB 51 to establish accounting and reporting standards for the noncontrolling interest in a
subsidiary and for the deconsolidation of a subsidiary. It clarifies that a noncontrolling interest in a subsidiary,
which is sometimes referred to as a minority interest, is an ownership interest in the consolidated entity that
should be reported in the equity section of the balance sheet. Among other requirements, the statement
requires that the consolidated net income attributable to the parent and the noncontrolling interest be clearly
identified and presented on the face of the consolidated income statement. SFAS 160 is effective for fiscal
years beginning on or after December 15, 2008 and earlier adoption is not permitted. The Company is
currently evaluating the effect that the adoption of SFAS 160 will have on its consolidated financial statements.

In May 2008, the FASB issued Statement of Financial Accounting Standards No. 162 (“SFAS 162"),
“The Hierarchy of Generally Accepted Accounting Principles.” This statement identifies the sources of
accounting principles and the framework for selecting the principles to be used in the preparation of financial
statements of non-governmental entities that are presented in conformity with generally accepted accounting
principles in the United States ("“US GAAP”). This statement will be effective 60 days following the SEC’s
approval of the Public Company Accounting Oversight Board (“PCAOB”) amendments to AU Section 411, “The
Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles.” The Company is
currently evaluating the effect that the adoption of SFAS 162 will have on its consolidated financial statements.
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Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities as of the date of these consolidated financial statements as well as the
reported amount of revenues and expenses during this reporting period. The Group’s management’s
estimates are based on historical experience, input from sources outside of the Company, and cther relevant
facts and circumstances. Actual results could differ materially from those estimates. Accounting policies that
include particularly significant estimates include the assessment of recoverability and measuring impairment of
private equity investments, investment and impairment valuations, measurement of deferred tax assets and the
corresponding valuation allowances, fair value estimates for the expense of employee share options, valuation
of accounts receivable, and estimates related to commitments and contingencies.

Note 2. Investments

See Note 1 “Summary of Significant Accounting Policies” above for a discussion of the Group’s
accounting policies with respect to its investments. As of December 31, 2008 and 2007, the Group's only
investments were private corporate equity securities. As of December 31, 2007, the carrying value of these
investments totaled $1,984,000, which represented their estimated fair value and which was also their cost
basis. During 2008, the Group recognized other-than-temporary impairment losses totaling $500,000 on one
of its private equity investments, leaving an aggregate carrying value of its investments of $1,484,000 as of
December 31, 2008.

Investment Concentration and Risk

As of December 31, 2008, the Group's investments consisted of three private corporate equity securities
with individual carrying values of less then 10% of the Group’s shareholders’ equity. One of these
investments, with a carrying value of $500,000, is in preferred stock of a technology company that is a
consulting client of BICC. Another investment, with a carrying value of $140,000, is in preferred stock of
another technology company that was a consulting client of BICC in prior years. The third investment has a
carrying value of $844,000 and is in preferred stock of a technology company.

As of December 31, 2008, the Company’s Jersey based life insurance subsidiary, LPAL, owned 91% of
the Group’s $1.5 million in private equity securities. LPAL is a regulated insurance company, and as such it
must meet stringent capital adequacy requirements and no transfers, except in satisfaction of long-term
business liabilities, are permitted from its long-term insurance fund without the consent of LPAL’s directors and
actuary. LPAL’s investments are not currently available to fund the operations or commitments of the
Company or its other subsidiaries. However, in April 2008, the Company obtained approval from the Jersey
Financial Services Commission (“JFSC”) for LPAL to make dividend payments up to a total of $5.0 million to
the Company in the future. As a condition of the JFSC’s approval, the Company has agreed to provide
financial support to LPAL in the unlikely event LPAL's funds are insufficient to pay off its policy liabilities
totaling $106,000 as of December 31, 2008, as well as the operational costs of LPAL.

The Group held no fixed maturity securities as of December 31, 2008 and 2007.
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Net Investment Income

The details of net investment income are as follows:
Year Ended December 31,
2008 2007

(In thousands)

Interest on fixed maturity SECUNIES.........cocciiiiiiiii e $ - $ 208
Interest on cash and cash equIvaleNtS............coccii i 314 596
Gross iNvestmMeNnt INCOME ... 314 804
Amounts credited on insurance policyholder accounts (6) (44)
Net investment INCOME ..ottt $ 308 $ 760

Realized Gains and Losses
Information about gross and net realized gains and losses on securities transactions is as follows:

Year Ended December 31,
2008 2007

(In thousands)
Realized gains (losses) on securities transactions:
Fixed maturities, available-for-sale:
GIOSS QAINS .uveiiiiee et e ettt $ 1,643 $ 1,198

Realized gains on fixed maturities, available-for-sale ..................ccccovvvviiiii e, 1,643 1,198

Equity securities:

GrOSS OSSO ..ttt ettt a e et (500) -
Realized losses on equity SECUMEES .......o.ooiiiiiiiii e (500) -
Net realized investment gains on securities transactions ..............cccccceeeceiiiinn. $1,143 $1,198

The net realized gain of $1.2 million in 2007 represents a partial distribution received by LPAL from the
WorldCom, Inc. securities litigation. LPAL held certain WorldCom, Inc. publicly traded bonds which it sold at a
loss in 2002. In February 2008, LPAL received an additional $270,000 payment representing the final
distribution from the WorldCom, Inc. securities litigation. These two payments totaling almost $1.5 million
recover part of LPAL'’s realized loss on the WorldCom bonds recognized in 2002.

In December 2008, LPAL received a $1.37 million partial distribution from the Enron Corporation
securities litigation. LPAL held certain Enron Corporation publicly traded bonds which it sold at a loss in 2002.
This payment recovers part of LPAL'’s realized loss on the Enron Corporation bonds recognized in 2002. The
timing and amount of future Enron distributions is currently uncertain.
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Note 3. Property and Equipment

Property and equipment are carried at cost and consisted of the following:
December 31,

Property, equipment and leasehold improvements ..., $ 186 $ 189
Accumulated depreciation ........... ..o (177) (175)
Property and equipment, net ... $ 9 $ 14

Note 4. Life Insurance Policy Liabilities

An analysis of life insurance policy liabilities is as follows:
December 31,

Deferred annuities — policyholder contract deposits ..o, $ 72 $ 95
Other policy claims and benefits ... 34 46
$ 106 $ 141

The liability for future policy benefits and policyholder contract deposits was determined based on the
following assumptions:

Mortality Assumptions

Assumed mortality rates were based on standard tables commonly used in the U.K. life insurance
industry, namely the AMB8O table for male lives and the AF80 table for female lives.

Withdrawal Assumptions

Withdrawal charges on deferred annuities generally ranged from 1% to 7%, grading to zero over a
period of up to 7 years.

Note 5. Statutory Financial Information and Restrictions

LPAL is regulated by the JFSC and under Article 6 of the Insurance Business (Jersey) Law 1996 is
permitted to conduct long-term insurance business. The JFSC requires LPAL to submit annual audited
financial statements (prepared under U.S. GAAP which is permitted), and an audited annual filing in the format
consistent with that required by the Financial Services Authority in the United Kingdom. The annual filing
submitted by LPAL to the JFSC must be accompanied by a Certificate from the Appointed Actuary that based
on sufficiently prudent assumptions, assets are sufficient to cover all liabilities. The annual filing contains a
report from the Appointed Actuary on the matching of investments to liabilities.

29



BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The JFSC sets out the conditions with which LPAL must comply and determines the reporting
requirements and the frequency of reporting. These conditions require that: (i) LPAL must hold, at all times,
approved assets at least equal to the long-term insurance fund plus the required minimum solvency margin,
(i) the margin of solvency must be the greater of £50,000 or 2.5% of the value of the long-term business fund,
and (iii) assets equal to not less than 90% of liabilities must be placed with approved independent custodians.
As of December 31, 2008, LPAL met all of these conditions.

LPAL is also required under the insurance laws to appoint an actuary. The actuary must be qualified as
defined under Jersey law and is required to supervise the long-term insurance fund. No transfers, except in
satisfaction of long-term insurance business liabilities, are permitted from LPAL’s long-term insurance fund
without the consent of LPAL'’s directors and actuary. Dividends require the approval of the JFSC. In April
2008, the Company obtained approval from the JFSC for LPAL to make dividend payments up to a total of
$5.0 million to the Company in the future. As a condition of the JFSC’s approval, the Company has agreed to
provide financial support to LPAL in the unlikely event LPAL's funds are insufficient to pay off its policy
liabilities totaling $106,000 as of December 31, 2008, as well as the operational costs of LPAL.

Note 6. Income Taxes

In June 2006, the FASB issued Interpretation No. 48 (“FIN 487), “Accounting for Uncertainty in Income
Taxes.” FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements in accordance with Statement of Financial Accounting Standards No. 109, “Accounting for Income
Taxes.” This interpretation prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48
also provides guidance on de-recognition of tax benefits, classification on the balance sheet, interest and
penalties, accounting in interim periods, disclosure and transition. The Company adopted FIN 48 effective on
January 1, 2007.

The Company’s management believes that its income tax positions would be sustained upon
examination by appropriate taxing authorities based on the technical merits of such positions, and therefore the
Company has not provided for any unrecognized tax benefits at the adoption date, and there has been no
change to the $0 of unrecognized tax benefits from January 1, 2007 through December 31, 2008. The
Company’s tax returns remain subject to examination by taxing authorities for the tax years 2004 through
2007.

The Group is subject to taxation on its income in all countries in which it operates based upon the
taxable income arising in each country. However, realized gains on certain investments are exempt from
Jersey and Guernsey taxation. This tax benefit which may not recur has reduced the tax charge in 2008 and
2007.

The Group is subject to income tax in Jersey at a rate of 20% through 2008. In the United States, the
Group is subject to both federal and California taxes at rates up to 34% and 8.84%, respectively.
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A breakdown of the Group’s book income (loss) before income taxes by tax jurisdiction follows:

Year Ended December 31,

2008 2007

(In thousands)
Income (loss) before income taxes:

Jersey, Guernsey and United Kingdom ..o, $ (476) $ 270
T 1= T IS =) (=TT PP PP SO PPPPPPPPON (1,091) 108
Total income (loss) before iINCOME taXeSs .........cooeiiiiiiiiie $ (1,567) $ 378

The provision for income taxes differs from the amount computed by applying the Jersey, Channel
Islands statutory income tax rate of 20% to the income (loss) before income taxes. The sources and tax

effects of the difference are as follows:
Year Ended December 31,

2008 2007

(In thousands)
Income tax expense (benefit) computed at Jersey statutory income tax

FAEE OF 2090 vttt ettt ettt ettt $ (313) $ 76
Realized and unrealized investment gains not subject to taxation

T = 1= AU P T PP PPV UPUUPT PRSP (229) (240)
Other losses not deductible IN JErsSeY ... 289 158
Income not taxable IN GUEIMNSEY ....cc.ceir it - (10)
Tax expense (benefit) on losses at higher than 20% statutory Jersey rate:

Income (losses) iNthe U.S. ... (249) 24
Increase (decrease) in valuation allowance ... 359 (48)
Expiration of capital loss carryforwards of U.S. entities ... - 67,245
Decrease in valuation allowance related to expiration of capital loss

CAITYFOTWEAITS ... ceeeeeii et - (67,245)
(@] (0= PO OSSPSR PP 147 42
ACtUAL 1AX EXPENSE ....cooiiiiiiie et $ 4 $ 2

The components of the actual tax expense were as follows:
Year Ended December 31,

2008 2007

(In thousands)
Jersey, Guernsey and United Kingdom:

CUITENE TAX EXPEIISE ....veeeveeieeiie et eieeeete e ettt s steeaee s ere e ste e areebeeeaae b e st s anee e e $ - $ -

Deferred taX @XPENSE ..ocviiiiiiei ittt e - -
United States:

CUITENE TBX BXPENSE ....eiiiiiie et c e e e e bbb 4 2

Deferred taX EXPENSE .......cveeieereieriieieiee et - -
Total ACtUAl taX EXPENSE ..c..iviivieiieieieetceie st sre e bbbt $ 4 $ 2
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The Group recognizes assets and liabilities for the deferred tax consequences of temporary differences
between the tax basis of assets and liabilities and their reported amounts in the financial statements. These
temporary differences will result in taxable or deductible amounts in future years when the reported amounts of
assets and liabilities are recovered or settled. The deferred income tax assets are reviewed periodically for
recoverability and valuation allowances are provided as necessary. Deferred income tax assets and liabilities
are disclosed net in the consolidated financial statements when they arise within the same tax jurisdiction and
tax return.

The tax effects of temporary differences that give rise to significant portions of the deferred income tax
assets and deferred income tax liabilities are presented below. As of both December 31, 2008 and December
31, 2007, full valuation allowances were provided on the net deferred tax assets of the U.S. tax group due to
the uncertainty of generating future taxable income or capital gains to benefit from the deferred tax assets.

December 31,

U.S. subsidiaries:

Deferred income tax assets:

Net operating 10ss carryforwards ...........c..oooiiiiiiie e, $ 5,868 $ 5,497
Deferred Compensation ..........cc.oooii e 3 3
Bad debts ... - 14
Other @SSEtS ... e 2 1
Valuation allowance ...t (5,873) (5,514)
Deferred income tax assets, net of valuation allowance .............c.....ccoeeeeeeeee.. - 1

Deferred income tax liabilities:
Depreciation, amortization and other ..............ccccoooiiie - (nm

Net deferred income tax assets — U.S. subsidiaries....................ccc................ $ - $ -

As of December 31, 2008, the Group's U.S. subsidiaries have pre-tax federal net operating loss
carryforwards of approximately $14.2 million expiring as follows: approximately $1.3 million in 2011, and
approximately $12.9 million from 2020 to 2028. These subsidiaries have California net operating loss
carryforwards of approximately $11.9 million expiring from 2012 to 2028. The Group has recorded a full
valuation allowance for the deferred tax assets arising from these carryforward amounts as of December 31,
2008 due to the uncertainty of generating future taxable income to benefit from the deferred tax assets.

The Company’s Jersey, Channel Islands subsidiaries have net operating loss carryforwards of
approximately $19.5 million as of December 31, 2008; however, no deferred tax assets, and no corresponding
valuation reserves, have been recorded for these net operating loss carryforwards due to the introduction of a
new tax system in Jersey in 2009 when the expected tax rate for certain Jersey corporations will be zero. The
Company expects that its tax rate for its Jersey entities will be zero.

During the third quarter of 2008, the Internal Revenue Service issued a private letter ruling that the

Group's U.S. holding company, Berkeley (USA) Holdings Limited (“BUSA"), should include London Pacific Life
& Annuity Company in Liquidation (“LCL") in its federal consolidated tax returns for tax years commencing with
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2005. LCL is not considered a variable interest entity within the scope of FASB Interpretation No. 46
(Revised), “Consolidation of Variable Interest Entities,” which interprets Accounting Research Bulletin No. 51,
“Consolidated Financial Statements.” BUSA holds the common stock of LCL but BUSA does not have any
voting or management control over LCL. The financial statements of LCL have not been included in the
Company's consolidated financial statements and they will not be included in the future. The Group will be
filing amended federal consolidated tax returns for 2005 through 2007 during 2009, and the Group’s
management believes that the inclusion of LCL in the federal consolidated tax returns of BUSA for 2005
through 2008 will result in insignificant tax liabilities for the Group. As of the end of 2007, LCL has
approximately $59 million of net operating loss carryforwards and approximately $74 milllion of capital loss
carryforwards. The Group’s management believes that these loss carryforwards should be sufficient to offset
any taxable income of LCL in the foreseeable future and that any resulting tax liabilities (e.g., alternative
minimum tax) will not be material. In addition, future taxable income generated by LCL also could be offset
with BUSA’s carryforward net operating or capital losses, if any, and with BUSA's current net operating or
capital losses, if any. Alternatively, BUSA’s future taxable income could be offset with LCL's carryforward or
current net operating or capital losses, if any. BUSA and LCL have signed a tax allocation and sharing
agreement. Under this agreement, any benefit to BUSA of utilizing the tax losses of LCL to offset BUSA's
separate taxable income in BUSA’s federal consolidated tax returns should BUSA not have any of its own
carryforward losses will be paid by BUSA to LCL, and any benefit to LCL of utilizing the tax losses of BUSA to
offset LCL's separate taxable income in BUSA’s federal consolidated tax returns should LCL not have any of it
own carryforward losses will be paid by LCL to BUSA. Any tax liabilities, including alternative minimum taxes,
created by the inclusion of LCL in the federal consolidated tax returns of BUSA will be paid by LCL either
directly to the U.S. Internal Revenue Service (“IRS”") or reimbursed to BUSA by LCL if payment is made to the
IRS by BUSA. For purposes of computing allocable federal income tax liability, BUSA will allocate taxable
income brackets and exemptions on a pro-rated basis among members of the affiliated tax group.

Note 7. Shareholders’ Equity

The Company has authorized 86,400,000 Ordinary Shares with a par value of $0.05 per share. As of
December 31, 2008 and 2007, there were 64,439,073 Ordinary Shares issued and outstanding.

No dividends were declared or paid in 2008 or 2007.

Prior to December 31, 2007, the Company had a liability on its consolidated balance sheet of $215,000,
representing the amount of dividend checks issued by the Company’s share registrar to shareholders that had
not been cashed. As the Company had previously remitted the full amount of the dividends to its registrar,
after a period of time, the registrar would return the funds to the Company in the amount of the uncashed
dividend checks. Pursuant to the Company’s Memorandum and Articles, any unclaimed dividend after twelve
or more years after the date of its declaration shall be forfeited and shall revert back to the Company. As such,
at the end of 2007, the Company wrote-off $90,000 of unclaimed dividends that were more than 12 years old,
directly as a credit to retained earnings in the Company’s consolidated balance sheet.

Accumulated other comprehensive loss consists of one component, foreign currency translation
adjustments. Accumulated foreign currency translation adjustments were $(399,000) as of both December 31,
2008 and 2007. For further information, see the discussion under “Foreign Currencies” in Note 1 “Summary of
Significant Accounting Policies” above.

The Group has two share incentive plans as described in Note 10 “Share Incentive Plans” below. Under
the terms of these plans, shares of the Company may be purchased in the open market and held in trust.
These shares are owned by the employee benefit trusts, which are subsidiaries of the Company for financial
reporting purposes.
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Changes in the number of shares held by The London Pacific Group 1990 Employee Share Option Trust
(“ESOT”) and the Agent Loyalty Opportunity Trust (“ALOT") were as follows:
Year Ended December 31,
2008 2007
ESOT ALOT ESOT ALOT

(In thousands)

Shares held as of January 1 ..o, 13,084 438 13,084 438
PUIChaSed ... ..o - - - -
EXEICISEA ... e - - - -
Shares held as of December 31........o.oovovooeeee, 13,084 438 13,084 438

m 834,000 shares are held in ADR form.
Warrants

On November 11, 2002, the Company agreed to grant 1,933,172 warrants to subscribe for the
Company’s Ordinary Shares to Bank of Scotland in connection with the extension of the Group’s credit facility
(which was fully repaid and terminated in June 2003). The warrants were granted on February 14, 2003 and
have an exercise price of £0.1143 (based on the average of the closing prices of the Ordinary Shares over the
trading days from November 1, 2002 through November 11, 2002), which was higher than the market price of
£0.09 on November 11, 2002. These warrants are exercisable at any time prior to February 14, 2010 and their
fair value was determined to be $251,125, based on a risk-free rate of 2.80%, volatility of 179% and a dividend
yield of zero. The Company recognized $30,625 of expense relating to these warrants in 2002. The balance
of $220,500 was recognized as an expense in 2003, with the corresponding entries to additional paid-in
capital.

Note 8. Commitments and Contingencies
Lease Commitments

The Group leases office space under operating leases. Total rents under these operating leases were
$223,000 (net of sublease income of $78,000) and $201,000 (net of sublease income of $86,000), for the

years ended December 31, 2008 and 2007, respectively. The Group had no capital leases as of December
31, 2008 or 2007.
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Future minimum lease payments required under non-cancellable operating leases with terms of one
year or more, as of December 31, 2008, were as follows:

Operatin
Leases(g

2000 o et e aas $ 272
00 e e s 48
Ol oot a e et e e et e e et $ 320

™ Jncludes commitments related to the Group’s Jersey office lease which expires in September 2010. The Group entered into a
sublease of its Jersey office during 2006. Expected future sublease income from 2009 through 2010 is $93,000. A liability of
$51,000 remains recorded on the Company’s consolidated balance sheet as of December 31, 2008, representing the loss on
the sublease from 2009 through September 2010.

Approximately 64% of the Jersey office lease commitments are covered by a sublease to a third party.

Guarantees

In November 2002, the FASB issued FASB Interpretation No. 45 (“FIN 45”), "Guarantor's Accounting
and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others - an
interpretation of FASB Statements No. 5, 57 and 107 and rescission of FASB Interpretation No. 34." The
following is a summary of the Company's agreements that the Company has determined are within the scope
of FIN 45.

Under its Memorandum and Articles of Association, the Company has agreed to indemnify its officers
and directors for certain events or occurrences arising as a result of the officer or director serving in such
capacity. The maximum potential amount of future payments the Company could be required to make under
these indemnification agreements is unlimited. However, the Company maintains directors and officers’
liability insurance that limits the Company’s exposure and enables it to recover a portion of any future amounts
paid. As a result of its insurance coverage, the Company believes the estimated fair value of these
indemnification agreements is minimal and has no liabilities recorded for these agreements as of December
31, 2008.

The Company enters into indemnification provisions under its agreements with other companies in its
ordinary course of business, typically with business partners, clients and landiords. Under these provisions,
the Company generally indemnifies and holds harmless the indemnified party for losses suffered or incurred by
the indemnified party as a result of the Company's activities. These indemnification provisions sometimes
include indemnifications relating to representations made by the Company with regard to intellectual property
rights. These indemnification provisions generally survive termination of the underlying agreement. The
maximum potential amount of future payments the Company could be required to make under these
indemnification provisions is unlimited. The Company believes the estimated fair value of these agreements is
minimal. Accordingly, the Company has no liabilities recorded for these agreements as of December 31, 2008.
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Note 9. Fair Value of Financial Instruments

The Company adopted SFAS 157 for financial assets and liabilities as of January 1, 2008. SFAS 157
defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date (an exit price). The standard also outlines a
valuation framework and creates a fair value hierarchy in order to increase the consistency and comparability
of fair value measurements and the related disclosures. Under U.S. GAAP, certain assets and liabilities must
be measured at fair value, and SFAS 157 details the disclosures that are required for items measured at fair
value. Financial assets and liabilities are measured using inputs from the three levels of the SFAS 157
hierarchy. The three levels are as follows:

Level 1 — Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that are
accessible by the Company. During the twelve months ended December 31, 2008, the Company’s Level 1
assets included money market mutual funds which are included in cash and cash equivalents in the condensed
consolidated balance sheets. As of December 31, 2008, the Company had $328,000 in money market mutual
funds, compared to $1,871,000 as of December 31, 2007.

Level 2 — Inputs include quoted prices in markets that are not active or financial instruments for which all
significant inputs are observable, either directly or indirectly. During the twelve months ended December 31,
2008, the Company held no Level 2 assets.

Level 3 — Unobservable inputs for the asset or liability including significant assumptions of the Company
and other market participants. As of December 31, 2008 and December 31, 2007, the Group held $1,484,000
and $1,984,000, respectively, of private equity investments which are carried at cost, as adjusted for other-
than-temporary impairments. In order to determine if any other-than-temporary impairments exist, the Group
must first determine the fair values of its private equity investments using Level 3 uncbservable inputs,
including the analysis of various financial, performance and market factors. During the twelve months ended
December 31, 2008, the Group recognized other-than-temporary impairment losses totaling $500,000 on one
of its private equity investments. The Group’s management considered the investee company’s declining cash
position, less favorable business environment and likely acquisition value in determining the fair value
estimates of this investment.

The change in carrying value of the Group’s private equity investments, all of which have Level 3 inputs
in the SFAS 157 hierarchy, for the twelve months ended December 31, 2008 was as follows:

(In thousands)

Balance at December 31, 2007 ... $ 1,984

Realized investment losses included in earnings in 2008 determined by considering
fair value measurements using significant unobservable inputs (Level 3)...............cccccoooein, (500)

Balance at December 31, 2008 ........ ... $1,484

Cash and cash equivalents, accounts receivable, interest receivable, prepaid expenses and deposits,
accounts payable and accrued expenses, and insurance policyholder liabilities are reflected in the consolidated
balance sheets at carrying values which approximate fair values due to the short-term nature of these
instruments.
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The carrying values and estimated fair values of the financial instruments held by the Group, excluding
its private equity investments, were as follows:

December 31,

2008 2007

Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

(In thousands)
Financial assets:
Cash and cash equivalents..........ccccoccciiinnnnnn $ 13,681 $ 13,681 $ 14,568 $ 14,568

Financial liabilities:
Life insurance policy liabilities .............ccccceceen 106 105 141 139

The following methods and assumptions were used by the Group in estimating the carrying value of the
financial instruments presented:

Cash and Cash Equivalents: The carrying amounts reported in the consolidated balance sheet for these
instruments approximate fair value.

Life Insurance Policy Liabilities: The balance sheet caption ‘life insurance policy liabilities” includes
investment-type insurance contracts (i.e., deferred annuities). The estimated fair values of deferred annuity
policies are based on their account values after deduction of surrender charges.

Note 10. Share Incentive Plans

The Group has two share incentive plans for employees, agents and directors of Berkeley Technology
Limited and its subsidiaries that provide for the issuance of share options and stock appreciation rights.

Employee Share Option Trust

The London Pacific Group 1990 Employee Share Option Trust (‘ESOT"), which was approved by
shareholders in 1990, provides for the granting of share options to employees and directors. The objectives of
this plan include retaining the best personnel and providing for additional performance incentives. Such grants
to employees and directors are generally exercisable in four equal annual installments beginning one year from
the date of grant, subject to employment continuation, and expire seven to ten years from the date of grant.
Until August 2008, options were generally granted with an exercise price equal to the fair market value of the
underlying shares at the date of grant. On August 19, 2008, the exercise price of 4,450,000 options granted on
March 27, 2007 to employees and directors was modified from $0.10 to $0.31 cents, the net book value of the
shares as of December 31, 2006. Until further notice, new option grants will have an exercise price equal to
the net book value of the shares as of the end of the previous quarter.

The ESOT may purchase shares of the Company in the open market, funded each year by a loan from
the Company or its subsidiaries. While the loan is limited up to an annual maximum of 5% of the consolidated
net assets of the Group, the ESOT is not limited as to the number of options that may be granted, as long as it
holds the shares underlying the total outstanding options. The loan is secured by the shares held in the trust,
is interest-free, and is eliminated in the consolidated financial statements. The ESOT has waived its
entitlement to dividends on any shares held. See Note 7 “Shareholders’ Equity” for a summary of the share
activity within the ESOT.
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Share option activity for the years ended December 31, 2008 and 2007 was as follows:

2008 2007

Weighted- Weighted-
Number Average Number Average
of Exercise of Exercise

(Options in thousands) Options Price Options Price
Outstanding as of January 1 .......ccoceeieioiieiiiie e 9,625 $1.45 5,225 $2.59
Granted ) .......o.ie e 3,450 0.30 4,500 0.10
FOrfeited ... ... (3,400) 0.31 (100) 0.20
EXErCISEU ...ooiiiiiiiii e - - - -
EXDIFA ...t - - - -
Outstanding as of December 31 ..., 9,675 $1.54 9,625 $1.45
Options exercisable as of December 31 .........ccoovvovievoiiciieeeen, 5,538 $2.47 4,675 $2.88

™ The 4.5 million options granted in March 27, 2007 with an exercise price of $0.10 were repriced in August 2008 to $0.31. This is
reflected in the weighted average exercise price of the options outstanding and options exercisable as of December 31, 2008.

See Note 1 “Summary of Significant Accounting Policies” for information regarding the Group's
accounting for share based compensation.

Summary information about the Group’s share options outstanding as of December 31, 2008 is as
follows:

)

Options Outstanding M Options Exercisable

Weighted-

Average Weighted- Weighted-

Range of Remaining Average Average

Exercise Number Contractual Exercise Number Exercise
Prices Outstanding Life Price Exercisable Price

(In thousands) (Years) (In thousands)

$0.11 - $0.50 7,365 7.18 $0.29 3,228 $0.28

0.51- 5.00 220 2.18 2.46 220 2.46

5.01-10.00 2,030 2.38 5.41 2,030 5.41

10.01 - 21.00 60 1.68 21.00 60 21.00

$0.11 - $21.00 9,675 6.03 $1.54 5,538 $2.47

& The intrinsic value of all options outstanding as of December 31, 2008 was zero, as the market value of the underlying shares
was $0.04 as of that date.

Valuation and expense information under SFAS 123R

The estimated fair value of share option compensation awards to employees and directors, as calculated
using the Black-Scholes option pricing model as of the date of grant, is amortized using the straight-line
method over the vesting period of the options. For each of the years ended December 31, 2008 and 2007,
compensation expense related to employee share options under SFAS 123R totaled $71,000, and is included
in operating expenses in the accompanying statements of operations.
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On March 27 2007, 4,500,000 options were granted to employees and directors at an exercise price
equal to the fair market value of the underlying shares on the grant date which was $0.10. These options were
valued using the Black-Scholes option pricing model using the following assumptions: expected share price
volatility of 66%, risk-free interest rate of 4.52%, weighted average expected life of 6.25 years and expected
dividend yield of zero percent. The fair value of the 4,500,000 options was $292,000. During 2007, 50,000 of
these options were forfeited. As discussed above, on August 19, 2008, the exercise price of the remaining
4,500,000 options was modified from $0.10 to $0.31, the net book value per share as of December 31, 2006.
The fair value of the modified options was determined to be $160,000, calculated using the Black-Scholes
option pricing model using the following assumptions: expected share price volatility of 99%, risk-free interest
rate of 3.04%, weighted average expected life of 4.85 years and expected dividend yield of zero percent.
Using these same assumptions, the fair value of the original 4.45 million options immediately prior to the
exercise price modification was calculated to be $216,000. As the fair value of the modified options is less
than the fair value of the original options immediately before the exercise price modification, under SFAS123R,
there is no incremental cost resulting from the modification and therefore the original grant date fair value will
continue to be amortized over the remaining vesting schedule to March 27, 2011, less the value of any actual
or expected forfeitures of unvested options.

On August 20, 2008, 3,450,000 options were granted to employees and directors with an exercise price
of $0.30, the net book value of the shares as of June 30, 2008. These options were valued using the Black-
Scholes option pricing model using the following assumptions: expected share price volatility of 99%, risk-free
interest rate of 3.27%, weighted average expected life of 6.25 years and expected dividend yield of zero
percent. The fair value of the 3,450,000 options was $151,000.

During 2008, 1,362,500 options became vested, 3,450,000 options were granted, 3,400,000 were
forfeited and no options were exercised. At December 31, 2008, there were 9,675,000 options outstanding
with a weighted average exercise price of $1.54. There were no in-the-money options outstanding at that date.
Of the outstanding options, 5,538,000 were exercisable at December 31, 2008, and these have a weighted
average exercise price of $2.47. The remaining 4,137,000 options were unvested at December 31, 2008.
These unvested options have a weighted average exercise price of $0.30. As of December 31, 2008, total
unrecognized compensation expense related to unvested share options was $143,000, which is expected to be
recognized as follows: $55,000 in 2009, $46,000 in 2010, $28,000 in 2011 and $14,000 in 2012.

Agent Loyalty Opportunity Trust

The Agent Loyalty Opportunity Trust (‘ALOT”") was established in 1997 (without shareholders’ approval)
to provide for the granting of stock appreciation rights (“SARs”) on the Company’s Ordinary Shares to agents
of the Company’s former U.S. life insurance subsidiary. Each award unit entitled the holder to cash
compensation equal to the difference between the Company’s prevailing share price and the exercise price.
The award units were exercisable in four equal annual instaliments commencing on the first anniversary of the
date of grant and were forfeited upon termination of the agency contract. Vesting of the award in any given
year was also contingent on the holder of the award surpassing a predetermined benchmark tied to sales and
persistency. The SARs expired seven years from the date of grant. No awards have been outstanding under
this plan since 2006.

The ALOT may purchase Ordinary Shares in the open market, funded by a loan from a Group
subsidiary. The loan is secured by the shares held in the trust and bears interest based upon the trust’s net
income before interest for each financial period. The trust receives dividends on all Ordinary Shares held. The
loan, interest income and dividend income are eliminated in the consolidated financial statements. See Note 7
“Shareholders’ Equity” for a summary of the share activity within the ALOT.
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Note 11. Pension Plan

The Group provides a defined contribution plan for its U.K. employees. There is currently one participant
in the plan. The Group has no ongoing liabilities associated with the plan. Contributions of $303,000 and
$175,000 were made by the Group to the plan in 2008 and 2007, respectively. Of the 2008 and 2007
contributions, $245,000 and $121,000, respectively, were offset by a salary waiver.
Note 12. Earnings Per Share and ADS

Earnings (loss) per ADS are equivalent to ten times earnings (loss) per Ordinary Share.

A reconciliation of the numerators and denominators for the basic and diluted earnings (loss) per share

calculations in accordance with Statement of Financial Accounting Standard No. 128 (“SFAS 128”), “Earnings
per Share,” is as follows:

Year Ended December 31,

2008 2007

(In thousands, except per
share and ADS amounts)

Netincome (I0SS) ..o e, $ (1,571) $ 376

Basic earnings (loss) per share and ADS:
Weighted-average number of Ordinary Shares outstanding,

excluding shares held by the employee benefit trusts.....................ccooovvieeenn, 50,917 50,917
Basic earnings (1055) PEr Share..........ccviueiuiiiiiiie e $ (0.03) $ 0.01
Basic earnings (10Ss) Per ADS .. ..o $ (0.31) $ 0.07

Diluted earnings (loss) per share and ADS:
Weighted-average number of Ordinary Shares outstanding,

excluding shares held by the employee benefit trusts...............cc...oool. 50,917 50,917
Effect of dilutive securities (warrants and employee share options) ..................... - 304

Weighted-average number of Ordinary Shares used in diluted

earnings (loss) per share calculations .................coociiviiicee e, 50,917 51,221
Diluted earnings (10SS) Per Share ..........ccoooiieeiii oo $ (0.03) $ 0.01
Diluted earnings (10SS) PEr ADS ..........ooiiiiiiiiiii e $ (0.31) $ 0.07

For the year ended December 31, 2008, there were no “in-the-money” options or warrants, and therefore
no potentially dilutive securities. As a result, if the Company had reported net income for the year ended
December 31, 2008, diluted earnings per share would be the same as basic earnings per share.
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Note 13. Transactions with Related Parties

The Group paid legal fees of approximately $45,000 and $5,000 during 2008 and 2007, respectively, to
a law firm of which one of its directors, Victor A. Hebert, was a member until October 2008.

Note 14. Business Segment and Geographical Information

The Company's reportable operating segments are classified according to its businesses of consulting in
venture capital, and life insurance and annuities, in accordance with Statement of Financial Accounting
Standards No. 131, "Segment Reporting.”

Intercompany transfers between reportable operating segments are accounted for at prices which are
designed to be representative of unaffiliated third party transactions.

Summary revenue and net investment gain and loss information by geographic segment, based on the
domicile of the Group company generating those revenues, is as follows:

Year Ended December 31,

(In thousands)

JET Y e $ 1,409 $ 1,842
GUEBITISEY ...ttt eh et eb bbb - 52
UNIEEA STAIES....tiii ettt 612 1,828
Consolidated revenues and net investment gains and losses.......................... $ 2,021 $3.722

(In thousands)

JEBISBY e $ 13,643 $ 14,135
GUEBITISEY ..ttt 1 1
(0TI 0= Te ) =1 (<3 T OO PPP P UENN 1,900 3,031
Consolidated total @SSEUS ............oovviiiiiiiiieii s $ 15,544 $17,167
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Revenues and income (loss) before income tax expense for the Company's reportable operating
segments, based on management's internal reporting structure, were as follows:

Year Ended December 31,

(In thousands)
Revenues and net investment gains and losses:

Consulting in venture capital .................ococoiiiiiiiii $ 564 $ 1,718

Life insurance and annuities ...........cccoooiiiiiiiiiiii e 1,380 1,778
1,944 3,496

Reconciliation of segment amounts to consolidated amounts:

INEErEST INCOME. ..uiiiiiiiii e 77 226

Consolidated revenues and net investment gains and losses........................ $ 2,021 $ 3,722

Income (loss) before income tax expense:

Consulting in venture Capital..........cccccoi i $ (738) $ 317

Life insurance and @nNUItIES ...........ccooiiiviiiiiiiiiiiie e 1,027 1,228
289 1,545

Reconciliation of segment amounts to consolidated amounts:

INEEIEST INCOME. .. e e e e e e e e e e e e e eennn 77 226

COIPOTAtE EXPEINSES ... eiieiee ettt et et e ettt e e et e ettt as et ate e e saraae el (1,933) (1,393

Consolidated income (loss) before income tax expense ................................. $ (1,567) $ 378

Assets attributable to each of the Company'’s reportable operating segments, based on management's
reporting structure, were as follows:
December 31,

2008 2007
(In thousands)
Assets:
Consulting in VENtUre Capital...........coociviiiiii e $ - $ -
Life insurance and anNUILIES .......o..iiieiii et 13,226 12,238
Corporate @nd OtNEE ......c..iviiee e 2,318 4,929
Consolidated total @SSetS...........c.ccooiiiiiii e $ 15,544 $17,167

Note 15. Client Concentration
The Group’s revenues are from a limited number of clients. During 2008, the Group's largest consulting

client accounted for 20% of its consolidated revenues. No other consulting client accounted for more than 10%
of consolidated revenues.
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REPORT OF THE INDEPENDENT AUDITORS
To the shareholders of Berkeley Technology Limited:

We have audited the consolidated financial statements of Berkeley Technology Limited (the “Group”) for
the year ended December 31, 2008 which comprise the consolidated balance sheet, the consolidated
statement of operations, the consolidated statement of cash flows, the consolidated statement of changes in
shareholders’ equity and the consolidated statement of comprehensive income (loss). These consolidated
financial statements have been prepared under the accounting policies set out therein.

Respective Responsibilities of Directors and Auditors

The directors' responsibilities for preparing the Annual Report and the financial statements in accordance
with applicable laws and Generally Accepted Accounting Principles in the United States of America (“U.S.
GAAP") are set out in the Statement of Directors' Responsibilities and Approval of the Annual Financial
Statements on page 6.

Our responsibility is to audit the financial statements in accordance with International Standards on
Auditing (U.K. and Ireland).

We report to you our opinion as to whether the consolidated financial statements are presented fairly and
have been properly prepared in accordance with the Companies (Jersey) Law 1991. We also report to you if,
in our opinion, the Report of the Directors is not consistent with the consolidated financial statements, if the
Company has not kept proper accounting records, and if we have not received all the information and
explanations we require for our audit.

We read the other information contained in the Annual Report and consider the implications for our
report if we become aware of any apparent misstatements within it. The other information comprises only
Review of the Year, Report of the Directors and Management Report.

Our report has been prepared pursuant to the requirements of the Companies (Jersey) Law 1991 and for
no other purpose. No person is entitled to rely on this report unless such a person is a person entitled to rely
on this report by virtue of and for the purpose of the Companies (Jersey) Law 1991 or has been expressly
authorized to do so by our prior written consent. Save as above, we do not accept responsibility for this report
to any other person or for any other purpose and we hereby expressly disclaim any and all such liability.

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Auditing (U.K. and Ireland)
issued by the Auditing Practices Board in the United Kingdom. An audit includes examination, on a test basis,
of evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also
includes an assessment of the significant estimates and judgments made by the directors in the preparation of
the consolidated financial statements, and of whether the accounting policies are appropriate to the Group’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
consolidated financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion, we also evaluated the overall adequacy of the presentation of
information in the consolidated financial statements.
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Opinion

In our opinion:

. The consolidated financial statements give a true and fair view, in accordance with Generally Accepted
Accounting Principles in the United States of America, of the state of the Group’s affairs as at December 31,

2008 and of its results for the year then ended;

. The consolidated financial statements have been properly prepared in accordance with the Companies
(Jersey) Law 1991; and

. The information given in the Report of the Directors is consistent with the consolidated financial
statements.

BDO Stoy Hayward LLP
Chartered Accountants
55 Baker Street

London W1U 7EU

March 31, 2009
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RESPONSIBILITY AND CAUTIONARY STATEMENTS
Responsibility Statement
We confirm that to the best of our knowledge:

e The financial statements for the twelve months ended December 31, 2008 included in this Annual
Report, which has been prepared in conformity with United States generally accepted accounting
principles (“U.S. GAAP”), give a true and fair view of the assets, liabilities, financial position and profit
or loss of the Company and the undertakings included in the consolidation taken as a whole; and

e This Annual Report includes a fair review of the information required by the Financial Services
Authority's Disclosure and Transparency Rules (‘DTR”) 4.1.8 to 4.1.11 (including a fair review of the
business, a description of the principal risks and uncertainties facing the Company, a review of the
development and performance of the Company, any important events since the end of the financial
year and likely future developments).

Cautionary Statement

This Annual Report is addressed to shareholders of Berkeley Technology Limited and has been prepared
solely to provide information to them.

This Annual Report is intended to inform the shareholders of the Company’'s performance during the
twelve months ended December 31, 2008. Statements contained herein which are not historical facts are
forward-looking statements that involve a number of risks and uncertainties that could cause the actual results
of the future events described in such forward-looking statements to differ materially from those anticipated in
such forward-looking statements. Factors that could cause or contribute to deviations from the forward-looking
statements include, but are not limited to, (i) variations in demand for the Company’s products and services, (ii)
the success of the Company’s new products and services, (iii) significant changes in net cash flows in or out of
the Company’s businesses, (iv) fluctuations in the performance of debt and equity markets worldwide, (v) the
enactment of adverse state, federal or foreign regulation or changes in government policy or regulation
(including accounting standards) affecting the Company’s operations, (vi) the effect of economic conditions and
interest rates in the U.S., the U.K. or internationally, (vii) the ability of the Company’s subsidiaries to compete in
their respective businesses, (viii) the ability of the Company to attract and retain key personnel, and (ix) actions
by governmental authorities that regulate the Company’s businesses, including insurance commissions. The
Company undertakes no obligation to update any forward-looking statements, whether as a result of new
information, future developments or otherwise.

On behalf of the Board
lan K. Whitehead

Chief Financial Officer

March 31, 2009
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SHAREHOLDER AND INVESTOR INFORMATION
Market Information

The principal trading market for our Ordinary Shares is the London Stock Exchange (“LSE”), under the
symbol “BEK.L,” on which such shares have been listed since February 1985. ADSs, each representing ten
Ordinary Shares, are evidenced by ADRs for which The Bank of New York Mellon is the Depositary. Our ADSs
have traded in the United States from September 1992 through August 1993 on the OTC Bulletin Board, from
September 1993 through November 1999 on The Nasdaq Stock Market®™ under the symbol “LPGL,” from
November 1999 through July 3, 2002 on the New York Stock Exchange (“NYSE") under the symbol “LDP,”
from July 12, 2002 through June 15, 2003 on the OTC Bulletin Board under the symbol “LDPGY .PK" and since
June 16, 2003 on the OTC Bulletin Board under the symbol “BKLYY.PK.” As of December 31, 2008, there
were 64,439,073 Ordinary Shares outstanding of which 11,871,930, or 18.4%, were represented by 1,187,193
ADSs. ADS holders may exercise their voting rights through the ADR Depositary.

In June 2002, we completed a one-for-ten reverse split of our ADSs. On June 24, 2002, every ten of our
ADSs issued and outstanding were converted and reclassified into one post-split ADS. Consequently, effective
from the opening of business on June 24, 2002, each ADS is equal to ten Ordinary Shares. Fractional new
ADSs were sold by the Depositary Bank and paid in cash to the ADR holders. This ADS split did not affect our
Ordinary Shares listed on the LSE.

On July 9, 2002, trading of our ADRs was suspended and the securities were withdrawn from listing and
registration on the NYSE due to a fall in price below the minimum permitted by the NYSE. As a result of the
delisting, the liquidity of our common stock and its price were adversely affected. These actions may limit our
ability to raise additional capital in the future, and there is no assurance that a significant trading market for the
ADRs will develop. If an active trading market does not develop, ADR holders may be unable to sell their
ADRs.

Subsequent to the delisting, the ability of ADR holders to buy and sell is limited to trading on the OTC
Bulletin Board. Shares traded on the OTC market generally experience lower trading volume than those traded
on the organized exchanges. The trading volume of the ADRs has decreased substantially since the NYSE
delisting and the transfer of the ADRs to the OTC Bulletin Board.

The following table shows, for the quarters indicated, the reported highest and lowest middle market
quotations (which represent an average of bid and asked prices) for our Ordinary Shares on the LSE, based on
its Daily Official List, and the high and low trade price information of the ADSs as obtained from the OTC
Bulletin Board:

LSE OTC Bulletin Board
Pounds Sterling Per U.S. Dollars
Ordinary Share Per ADS

High Low High Low
2008:
First Quarter.........ooiiii e 0.07 0.03 0.90 0.50
Second QUANET..........viiie e 0.07 0.04 0.95 0.38
Third Quarter..........ccooii e 0.06 0.02 0.75 0.20
Fourth quarter ... 0.05 0.02 .0.22 0.09
2007:
First quarter..........ocoooiieee e 0.10 0.03 1.08 0.56
Second QUAMET...........coiiiiie e 0.07 0.05 1.05 0.80
Third QUAEr ... 0.07 0.04 0.99 0.65
Fourth quarter ...........ccccoiiiiii e 0.07 0.05 1.00 0.65
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Holders

As of February 28, 2009, we had approximately 1,292 Ordinary shareholders of record and 71 ADS
holders of record. Because many Ordinary Shares and ADSs are held by brokers and various institutions on
behalf of other holders, we are unable to estimate the total number of beneficial holders represented by these
holders of record.

Dividends

Until 2002, we paid dividends on our Ordinary Shares in every year since we became listed on the LSE
in 1985. Dividends on our Ordinary Shares were paid twice a year. In view of our requirement to conserve
cash in order to meet the operating needs and growth opportunities of the business, we did not pay an interim
or final dividend for 2007 or an interim dividend for 2008. Our Board of Directors will not be recommending a
final dividend for the year 2008.

Holders of ADSs are entitled to receive dividends paid, if any, on our Ordinary Shares through the ADR
Depositary.

There is currently no double taxation treaty between the U.S. and Jersey. Generally, the dividend paid to
a U.S. holder is includable in gross income and treated as foreign source dividend income for U.S. federal
income tax purposes. Such dividends generally will not be eligible for the dividends received deduction allowed
to U.S. corporations. ADS holders should consult their own tax advisors as to the tax consequences of such
ownership. Please refer to information regarding statutory restrictions on the payment of dividends in the
section entitied “Management Report.”

Inquiries

Shareholders who have questions relating to our business should write to Berkeley Technology Limited,
P.O. Box 715, Jersey JE4 OPX, Channel Islands. Administrative inquiries concerning shareholdings, such as
loss of share certificates, dividend payments or change of address, should be sent directly to Computershare
Investor Services (Channel Islands) Limited, Ordnance House, 31 Pier Road, St. Helier, Jersey JE4 8PW,
Channel Islands. Inquiries relating to ADSs should be sent directly to BNY Mellon Shareowner Services, P.O.
Box 358516, Pittsburg, PA 15252-8516.

A copy of our Annual Report for the year ended December 31, 2008 on Form 10-K and/or Proxy
Statement as filed with the SEC is available from our registered office at the address shown above.
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ADDRESSES

Berkeley Technology Limited
Registered office:

One Castle Street

St. Helier, Jersey JE2 3RT
Channel Islands

Mailing address:
P.O. Box 715

Jersey JE4 OPX
Channel Islands

Telephone: (01534) 607700

Berkeley International Capital
Corporation

650 California Street, 26" Floor
San Francisco, California 94108

Telephone: (415) 249 0450
Facsimile: (415) 249 0553
Website: www.berkeleyvc.com

London Pacific Assurance Limited
P.O.Box 715

Jersey JE4 OPX

Channel Islands

Telephone: (01534) 607780

London Stock Exchange symbol: BEK.L
OTC Bulletin Board ADR symbol: BKLYY.PK
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Registrar

Computershare Investor Services
(Channel Islands) Limited
Ordnance House

31 Pier Road

St. Helier, Jersey JE4 8PW
Channel Islands

Telephone: (01534) 825200
Website: www.computershare.com

ADR Depositary

The Bank of New York Mellon
Shareowner Services

P.O. Box 358516

Pittsburg, PA 15252-8516

Email: shrrelations@bnymellon.com
Telephone: (888) 269 2377

From outside the U.S.: (201) 680 6825
Website: www.adrbnymellon.com



NOTICE OF THE ANNUAL GENERAL MEETING

be hel

Notice is hereby given that the twenty-fith Annual General Meeting of Berkeley Technology Limited will
d at the Jersey Museum, Ouless Room, The Weighbridge, St. Helier, Jersey, Channel Islands on Friday,

July 31, 2009 at 9:00 a.m. (local time) for the following purposes:

Ordinary Business

1.

Other

4.

To receive the report of the directors and the financial statements included in the Company’s Annual
Report to Shareholders for the year ended December 31, 2008, together with the report of BDO Stoy
Hayward LLP, the Company’s independent auditors.

To re-elect a director, Harold E. Hughes, Jr., who is retiring by rotation.

To re-appoint BDO Stoy Hayward LLP as the Company’s independent auditors for purposes of the
Company’s primary listing on the London Stock Exchange and BDO Seidman, LLP as the Company’s
independent registered public accounting firm for purposes of the Company’s listing in the U.S., and to
authorize the directors to fix their remuneration.

Business

To act on any other matters that may properly come before the meeting.

By Order of the Board

Robert A. Cornman
Secretary

April 29, 2009

Notes

A member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on
a poll, to vote instead of him/her. A proxy need not be a member of the Company. A form of proxy is
enclosed for use at the Annual General Meeting for holders of Ordinary Shares.

To be valid, the form of proxy must be lodged at the registered office of the Company not less than
48 hours before the time fixed for the meeting.

No director has a contract of service with the Company.
If you have sold or otherwise transferred all of your shares in Berkeley Technology Limited, you should
send this document together with the accompanying form of proxy, to the purchaser or transferee or to

the stockbroker, bank or other agent through whom the sale or transfer was effected, for transmission to
the purchaser or transferee.
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