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FPHAURCS TIMBER FUND LIMITED

PRELIMINARY ANNOUNCEMENT OF INTERIM RESULTS
HIGHLIGHTS

- UB%485 miilion in subscriptions since launch
- Wet asset value per share of US51,00

- US540 million in investments closec (plus an additional US533.5
rmillion since the mid-year)

- Extensive pilpeline of deals in progress
CHEATIRMANS STATEMENT

INTRCDUCTICH

Dear Sharehclders,

It is my pleasure in this first report to welcome all shareheolders after our
successful furndraisings. Phaunos rafsed U55115 million in a placing by Shore
Capital Stoeckbrekers Linited and LCF Edmond de Rothschild Securities Limited and
joined AIM and the Channel Islands Stock Zxchange on 20 December 2006, The
Comnpany ralsed an additional 5370 millieon in a secondary issue on 5 June 2007.
The Board believes that Phaunecs now has sufficient funds to achieve a
well-diversified investment preogranme.

Shauncs has moved Zforwarcd rapidly te ensure its investment prograrme has an
excellent pipeline of well diversified international investrents in line with
zhe Ceompany's cbiectives and guidelines. Phaunos has already cleosec on five
imizizl investrents, tWoe prior to pericd end and three after, and expects to
announce others in the coming wWeeks and months as projects that are in advanced
stages are finalized subject to final due diligernce and negetlations.

The Company's investment managez, FourWinds Capital Management, has continued to
build its team aof senier timber investment professicnals fecused on bullding and
managing the Phaunos pertfolic. The Beard is pleased with the high ethical and
environmental standards applied by the investnent manager.

FPhaunos is focused on generating attractive leng term returns from a diversified
glokal portfelie of timberland and timber-related investments.

¥ET ASSET VALUE
The Cempany's unaudited net asset value per share is 51,00 as at 30 June 2007.

CIVIDERDS
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The Zgard 18 not proposing a dividend for the peried.
INVESTHENTS

During the period from inception teo 30 June 2007, the Company closed cn deals
totalling US540 million:

- US530 millien in a partnership for investment in the nerth-western
United States, which has acouired its first tree plantation, a 35,000-acre
hybrid poplar tree farm in Boardnan, Oregon. The tree farm is certified under
the stringent forest practices guidelines of the Torest Stewardship Council
{ r FS:II J H

= US510 millien to an invesatnent partnership investing in the
spouth-eastern United States designed to realise the "higher-and-better-use"
values of timherland oroporties,

Since 30 June 2007, the Company has alse clesed on an additienal U5%33.5 miilion
in investments in Uruguay anrd Indonesias inciuding 18,500 hectares of FSC
certified pine plantations and other foresiry secter investments,

Cther investments aze under review and negotiation in Latin Amerieca, Oceania,
Ezstern Eurcpe, Africa, and haia.

OUTLCOK

The investment manager has an extensive plpeline of potential investments that
meet the Company's specified investment criteria. The broad international scope
and variety of return streams from the projects under consideration is
particularly interesting for the future diversification of the portfolio.

I leok forwarg to reporting the Company's progress in the annual report for the
year ended 31 December 2007. In the meantime shareholders should note that
further information abeut the Company is available on its website at
wWyw.phaunestirber. com

HZITH CATES
CHAIRMAN
27 SEPTEMBZR 2007

Contacss

The Company

Keith Oates 01481 T2Zze0

The Investmoan: Manager

Kimberly Tara +33 gA5E 75 38 41
Shore Capital - Nominated Adviser

Guy Peters 020 7408 4200

BACHGROUND INFCREMATICH

Fhaunos Timber Fund Limited is a closed-ended investment cempany incorporated in
Guernsey con 28 September 2006 with an cnlimited 1ife. The Company has cne class
cf share in issue, being US Dollar denoninatzed Crdinary Shares. The Company
ralsed approximately US$115 millicn through a placing of 115,130,000 Crdinary
Shares at a price of USS51 each, On 20 Cecember 2006 this share class was
adritted o liaring and trading on AIM and the Channel Islands S5tock Exchange.

The Company raised a further US5370 miilien threough a secondary eguity
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fundraising in June 2007 through e placing of 335,768,230 Ordinary Shares at a

placing price of US51.04 per share, These shares began trading on 5 June Z007.

INVESTHENT STEATEGY

The Company's fnvestment objective ls to provide shareholders with attractive
long term total returns, predominantly [expected to be) in the form of capital
appreciation but with some inceme, through a diversified portfolio of timberland
and timber-related investments,

The Investment Manager will seex te accomplish this investment objective by |
seexing exposure to timberland and timber-related investments on a global kas
{ii) seepking portfelic diversificazion by tree species, age classes and
gqecgraphical timberland markets; and (iii) seeking te centrel risk through
oortfolio diversification, investment vehicle selestion and inplementation of
ris% control strategies. The only predetermined geographical limits enforced on
the Company are that no single countzy or US region may garner more than 40% of
the Company's tertal investment portfolio. This high limitc has been placed to
ensure that the Company can maintain flexibility in the market place. The
Company will invest in developed timberland markets in pelitically stable
countrices and will invest in at least three different regions of the world., No
single investment nay, at the time of acquisition, exceed 30 per cent. of the
gross assets of cthe Company, withouz the unaninous approval of the Board.

1
-
1

Gy

It is the intention of cthe Investment Manager te seek for the Company
investments that meet cr exgead the guidelines set out in the Sustainable
Fereacry Initiative.

It is the intenticn cf the Directors, subject to market canditions, Zor the
Company to be subatantially invested (i.e. BO o 85 per cent.) or committed in
accordance with its investment policy within 18 months of the first placing and
thereafter at all times, although the Investment Manager may exerclse its
discretion te held cash cr cash equivalent instruments,. Pending such investment
the Company's net funds are invested in fixed income investments (including but
not limited to bank deposits, beonds or government issued treasury securities)
for the purpose of protecting the capital value of the Company's cash assets,

Since net all of the Company's Investments will be income generating the Company
may &lse retain a propeortion of its liguid assets in cash or near-cash
investments for weorking capital purposes.

The Company's investment pertfelle is expected to comprise predominantly US
Collar denominated investments. The Directors intend that all monies eventually
returned to shkareholders and the reperted Net Asset Value of a share will be
cenominated in US Dollars. In order to nedge zgainst interest rate risks or
currency risx, the Company may, where approopriate, also enter inteo forward
interest rate agreements and forward currency agreenents,

As reguired under the AIM Rules, the Di
approval of the Company's investment st
the Company.

coctors intend to seek Shareholder
ategy at eacn annual general meeting of

The Directors do not currently intend to propose any changes to the Company's
investment objective and policy (and asscelated investment strateqgy] until the
earlier of the time when the net funds currently availabkle are fully invested or
three years from the first placing, save in the case of exceptional and
unfereseen circumstances and with the prior approval of shareholders by way of
soeclial resolution.

NET ASSET VALUE PER SHARE

The Company's net unaudited net asset wvalue of a share is U5$1.00 per share as
at 30 June 2007,
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CONSOLIDATED STATEMENT OF QPERATICHS

For the pericd from incorporaticn teo 30 June 2007

28 Sep 2006 to

30 Jun 2007

ush

Wet movement in unrealised less on investments (29,205
Operating inccome 4,164,360
Operating expenses (1,619, 220)
Galn on ordinary activities before taxaticn 2,516,135
Taxation on ordinary activitles -
Het gain fer the periecd attributable to shareholders 2,516,135
Cents

Earnings per share fcr the period - Basic and Dilluted 1.82

In arriving at the results for the financial pericd, all amounts above relzte to
continuing aperations.

There are no recognised gains or leosses for the period other than those
disclosed above.
CONSOLIDATEDR WET ASSET STATEMENT

As at 30 June 2007

30 Jun 20C7
ust
FIXED ASSETS
Inveatrnents in subsidiaries 20,200,000
Unguoted financial assets designated
as fair walue through profit or loss 3,120,620
23,320,620
CURRENT ASSETS
Cebtcrs 1,714,026
Cash and cash eguivalents 146,630,498

-!49; 364: 52"1

CURREXT LIABILITIES

Creditors - due within ene year 37,971
HET CURRENT ASEETS d48, 306, 553
TOTAL ASEETS LESS CURRENT LIABILITZIES 471, 627,173
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WET ASSETS ATTRIBUTABLE TO SHARZHOLDERS 471,627,173
CRPITAL AND REIZSERVES

Share capital

Share premium 358, 693, 034
Retained carnings 2,515,544
Distributable reserves 110,418,545
471,627,173

SHARES IMN ISSUE 470,918,230
UsD

YAV PER SHARE 1.00

The NAY per share 18 calculated in accordance with Internaticonal Financial
Beperting Standards.

CONSOLIDATED STATEMENT OF ChSH FLCKS
For the pericd fronm incorporatien to 30 June 2007

30 Jun 2007
Jsho

Opprating activities
Net gain for the peried attributable to shareholders 2,518,135
Add: Unrealised depreciation on investments 23,205
Acd: Increase in accrued expenses 37,9871
Less: [Increase) in prepayments and acerved income (1,714,028)
Het cashflew from operating activities BES, 285
Investing activities
Purchase of financial asspts (23,326, 968}
Het cash outflew from investing activities {23,326, 968)
Financing activities
Procesds of issue of shares 485,150,000
Cpats of isaue of shares (16,038,371)
¥et cash inflow Zrcm financing activicies 469,111,629
Cash and cash eguivalents at beginning of pericd =
Increase in cash ond cash equlvalents 446,673,946
Cash and cash equivalents at end of periecd 496,673,346
STATEMENT OF CHANGES IN EQUITY
FROM THE PERICD ENDED 20 JUNE 2007-08%-25

30 Jun 2007

Ush

GROUF
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Cpening balance =

Issue of shares 485,150,000
Share isste costs (14,038,370
Net galn for the period attributable to shareholders 2,518,135
Closing balance as at 30 June 2007 471,627,764
at Jun 2007
UsoD

COoMBARY

Crening balance -

Iastue of shares 485,130,000
Share lssue costs [16,038,371)
Het gain fer the period attributable to shareholders 2,515,544
Closing balance as at 30 June 2007 471,627,173
HOTES

CCOURTING PQLICIES
Basls of preparation

The firanc!lal statements have been prepared in conformity with Intermational
Financlal Reporting Standards and applicable Guernsey law. The financial
statements nave been prepared on an historical cost basis except fer the
measurement at fair value of financial instruments. The financial statements
have been prepared in accordance with the regquiremants of IAS 34.

Basis of calculation

The consolidated financial statements incorporate the financlal statements of
the Company and entities controlled by the Company (its subsidiaries) made up teo
30 June 2007, Control is achieved where the Cocmpany has the power to govern the
financial and operating policies of an investee entity so as to cbtain benefits
from its activities. All inter-group transactions, balances, incocme and expenses
are eliminated on consolidation.

Taxatzien

The Company has been granted exempticn under the Income Tax {Zxempt Bodies)
(Guernsay] Ordinance, 1589 from Guernsey Incone Tax, and 1s charged an annual
fee of £600.

Zxpengcy

All expenses are accounted for en an accruals basis.

Interest ilacome

Interest fncome is accounted for on an accruals basis.

Share issue costs

The share issue costs incurred amounted to USS516,038,271. Because the Company's
shares have no fixed redemption date, the costs are written off through the
statement of changes in net assets.

Cash and casn equivalents

Cash at bank ard short term ceposits which are held to maturity are carried at
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cost. Cash and cash eguivalents are defined as call deposits, short term
deposits and highly liguid investments readily convertible to known amounts of
cash and subject to insignificant risk of changes in value. For the purpecses of
the Statenent of Cash Flows, cash and cash eguivalents censist of cash and
deposits at kank.

Investnents

All investments have keen designateg "fair wvalue through preflt or losas”.
Investrnents are initially recognised on the date of purchase at cest, being the
fair value of the consideraticon given, including transaction costs associated
with the investment., After initial recegnition, investments are measured at falr
value, with unrealised gains and lesses on investnents and impairment of
investrents recognised in the Statement of Operations. Iavestments are
recegnised on thelr maturity date. Gains and lesses on the sale of investments
will he taken to the Statement of Operations.

EARNINGE PER SHARE

Earnings per share is based con the net gain for the pericd attributakle to
sharehelders of Group £2,516,135 and Company £2,515,544 and onn 138,436,713
Shares, being the weighted average number of shares in issue during the period.
There are no cllutive instruments and therefore basic and diluted earnings per
share |[are identical,

IRVESTHMENTS IN SUBSIDIARIES

Investments in subsidiaries consist of investments in the following wholly owned
group |[company:

Company Flace of No. of 30 Jun 2007
Incorporaticon shares usDh
Fhaunas US Incorporated Usa 20,200,000 20,200,000

20,200,000

Phaungs Timber Tund Limited owns 100% of the issued share capital of the above
company. The wvalue of the Investment is stated at cost. Following advice fronm
TourWinds the Directors consider that there has been no diminution in the walue
of the investment.

GROUE
UNQUOTED FINANCIAL ASSETS DESIGNATED THROUGH FROFIT 20 Jun 2007
OR LOS3 AS FAIR VALUE UEsDh

Opening portfolio cost -
Addiclons at cost 23,326, 964
Unreallsed appreciation on valuaticn brought ferward =

Unrealised appreciaticon/(depreciation)
en wvaluation for the pericd (259, 208)

Unrealised appreciation/|depreciation)
cn valuation carried forward (289,208

Closing wvaluation 23,297,763

INVESTMENTS

COMPANY
UNDQUCTED FIWANCIAL ASSETS DESIGNATED THROUGH FRCFIT 30 Jun 2007
OR LCSS A5 FAIR VALUZ s

Opening portfpolio cost =
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Additiens at cost
Unrealised aporeclation on valuation brought forward

Unrealised appreciaticn/(cepreciation}
o valuation for the periecd

Unrealised approciaticon/ (depreciation)
orn. valuation carried forward

Closing valuation

Investments are shown at In the directors' copinieon th

investments approximates

SHARE CAFITAL

Authorised, issued and fully paid
Unlimited Ordinary Shares of ne par value

The issues of shares took place as follows:

Date of issue Humber Price par

of shares share USD

A0 Degember 2006 115,150,C00 1.00

5 June 2007 355,769,230 1.04
470,919,230

As the company has enly one class cof shares, the heolders of
uncEer general law ba entitled to participate in any surplusg
winding-up in proporcion to thelr shareholdings.

SHARZ PREMIUNM

COMEPANY AND GRODUP

Share premium as at 20 September Z006

Share premium on initial raising 20 December 2006

Share premium on second ralsing 3 June 2007

Less: Share issue costs

Traasfer te distributable reserves [

Share prenivn

RETAINED ZARNING
Company
30 Jun 2007
5D
Balance as at 28 September 20046 -
et gain for the period attributable to
shareholders 2,835,544

Halance as at 30 June 2007 2,510,544
DISTRIBUTABLEZ RESERVES

Company

30 Jun 2007

UsD

110,418,385

Balance as at 28 September 20086
Transferred from share premium

Page 8 of 9

3,149,825

(23, 205)

(28, 2058])
3,120,620

e fair waluve of

30 Jun 2007
Usk

Amount
recoeived UED
15,250,000
370,000,000

485,153,000

its shares will
assets in a

30 Jun 2007
uso

115,150,000
370,000,000
{16,038,371)
110,418,5858)

358,683,034

Group
30 Jun 2007
sk

2,516,135

2,516,135

Toup
30 Jun 2007
usp

110,418,595
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Balance as at 30 June 2007 110,418,585 110,418, 5%5

The Company has passed a special reseletion reducing the amount standing te the
credit of the share premium account on the initial raising to USS Zero, and that
the aurplus created form a distributable reserve, In accordance with The
Companies (Guernsey) Law, 19%4% (as arended) (the "Companles Law"}, the Directers
applied to the Royal Court in Guernsey for an order conflzming such reduction of
the share premium account fellewing zcmission. The distributable reserve created
on cancellation is avallable as distributable prefits to be used for all
ourposas permitted by the Companies Law, lncluding the buy back of Ordinary
Shares and the payment of dividends.

EVINTS AFTER THE 3ALANCE SHEET DATE

Since the year end, the Company has made further commitments of US521 millian
inte & jeint venture, US57 million in a wholly owned subsidiary and USS55.5
million in a learn to a foundation. Twe of these investments are in Uruguay and
ene is in Indonesia.

The Company nas also rmade further commitments to provide funding of around USs17
million into investments exiating at 30 June 2007.

Copies of the interim repeort and further information regarding the Company can
ke found on its website at www.phaunostimber, com

These interin acecounts do not comprise statutory accounts for PFhaunos and they
are unaudited. Full audited statutory accounts will be expected to pe released
in or bafare June 2008,

For further information contact:
Anson Tund Managers Limited
Company Secretary

Tel: 01481 722260

or

Shore Capizal Ltd

Nominated Adviscr for AIM

Tel: 0207 408 4040

27 September 2006

18]
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