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Registered No: 04470767

Strategic report

For the year ended 31 December 2017

The directors present the strategic report of DG Partners Services Limited (“the company™) for the year
ended 31 December 2017.

Change of name

On 1 March 2017, the name of the limited company was changed from London Diversified Fund
Management (UK) Limited to DG Partners Services Limited.

Principal activity and review of the business

The principal activity of the company during the year was the provision of support services to DG Partners
LLP (formerly known as London Diversified Fund Management LLP) (“the LLP”). During the year, the
LLP was the trading advisor for an offshore fund (DG Macro Fund Limited (formerly known as London
Select Fund Limited), or “the Fund”) and its associates, as well as the trading advisor of various managed
accounts.

The results for the year and the financial position at the year end were considered satisfactory by the
directors.

In October 2010 a joint venture agreement was entered into between David Gorton and Brevan Howard
Group under which the systematic trading business of the LLP was transferred to a new vehicle (BH-DG
Systematic Trading LLP (“the vehicle”). The company shares a wide range of resources with the vehicle,
these being primarily staff and technology related. Such costs are shared between the two entities and split
on a usage basis.

The directors do not anticipate any change in the nature of the company’s principal activity going forward.
Results

The profit for the financial year amounted to £463,254 (2016: loss of £24,988,960) as shown on page 9.
Key performance indicators (KPls)

Given the straightforward nature of the business, the directors are of the opinion that analysis using KPIs is
not necessary for an understanding of the development, performance or position of the business.

Financial risk management

The key business risks and uncertainties affecting the business relate to the performance and assets under
management of the Funds, managed by the LLP. Further to this, the company is exposed to a tax risk related
to the potential payment of pay-as-you earn tax (“PAYE”) and national insurance contributions (“NIC") in
relation to a Share Scheme Award established by the company as disclosed in note 16. To mitigate the
resulting liquidity risk, the directors and one former director of the company have agreed to honour a
proportion of the liability should payment become due, with this reimbursement recognised as an asset in
note 13.

The directors consider that the company has sufficient capital and resources for at least 12 months from the
date of these accounts. :

The strategic report was approved by the board of directors and signed on its behalf by:

div 4w

D M Gorton
Director
10 May 2018
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Directors’ report
For the year ended 31 December 2017

The directors present their report and the audited financial statements of DG Partners Services Limited for
the year ended 31 December 2017,

Dividends

“The directors do not propose payment of an ordinary dividend (2016: £nil).

Directors
The directors of the company during the year and up to the date of this report were:

D M Gorton
R C Standing

Going concern

These financial statements have been prepared on a going concern basis. The directors believe that this is
appropriate as the company has sufficient liquid resources and an ongoing arrangement to provide services
to the LLP, which itself has ongoing investment management and advisory contracts, for which the company
is reimbursed for a proportion of expenses incurred. Therefore, the directors have a reasonable expectation
that the company has adequate resources to meet its liabilities as they fall due for the foreseeable future.

Statement as to disclosure of information to auditors

At the date of approving this report, so far as each director is aware, there is no relevant audit information
(any information needed by the auditor in connection with preparing its report) of which the company’s
auditors are unaware. Having made enquiries of fellow directors, each director has taken all steps that they
are obliged to take as a director in order to make themselves aware of any relevant audit information and to
establish that the auditors are also aware of that information.

Auditors

The auditors, BDO LLP, have indicated their willingness to continue in office and a resolution concerning
their reappointment will be proposed at the board meeting held to approve these financial statements.

By order of the board

Ju

D M Gorton
Director
10 May 2018




_ DG Partners Services Limited

Statement of directors’ responsibilities
For the year ended 31 December 2017

The directors are responsible for preparing the strategic report, the directors’ report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial period. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland’ and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:
o select suitable accounting policies and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.
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Independent auditors’ report
to the members of DG Partners Services Limited

Opinion

We have audited the financial statements of DG Partners Services Limited (“the company”) for the year
ended 31 December 2017 which comprise the statement of comprchensive invuue, statement of tinancial
position, statement of changes of equity, statement of cash flows and notes to the financial statements,
including a summary of significant accounting policies. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its
profit for the year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

* have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial statements
in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us
to report to you where:

o the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

«»: the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company’s ability to continue to adopt the going concemn
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact.

We have nothing to report in this regard.




DG Partners Services Limited
Registered No: 04470767

Independent auditors’ report (continued)

to the members of DG Partners Services Limited

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

o the information given in the strategic report and directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.
Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified material misstatements in the strategic report and Director’s report.
We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion;
o adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
o the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.
Responsibilities of directors

As explained more fully in the statement of directors’ responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.




DG Partners Services Limited ‘
Registered No: 04470767

Independent auditors’ report (continued)

to the members of DG Partners Services Limited

Auditor’s responsibilities for the audit of the financial statements

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is located at the Financial
Reporting Council’s website at:

https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

&Oo Ll

Neil Fung-On (Senior Statutory Auditor)

For and on behalf of BDO LLP, statutory auditor
London

United Kingdom

10 May 2018

BDO LLP is a limited liability partnership registered in England and Wales (with registered number
0C305127).
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Statement of comprehensive income

For the year ended 31 December 2017

Turnover
Expenses reimbursement from LDFM LLP
Other income

Administrative expenses

Operating profit

Employee benefit trust tax cost

Loss on disposal of investments

Revaluation on fixed asset investments

Interest receivable

Interest payable

Profit/(loss) on ordinary activities before taxation
Tax charge

Profit/(loss) for the financial year

Other comprehensive income:
Other comprehensive income

Total comprehensive income for the year

All activities arc derived from continuing operations.

2017 2016
Note £ £
3 2,028,879 2,037,478
W16 e P . 6,972,863
2,028,879 9,010,341
....(1,348,845) . . (2,310,436) .
5 680,034 6,699,905
16 “ (31,361,881)
10 - (6,601)
10 (299,255) 842,363
4,886 5,849
(16517 -
369,148 (23,820,365)
7 94,106 .. .. .(1,168,595) .
463,254 (24,988,960)
... 463254 . (24,988_,9.6%

The notes on




DG Partners Services Limited
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Statement of financial position
As at 31 December 2017

Restated
. 2017 2016
Note 4 £
Fixed assets
Tangible fixed assets 9 9,350 33,015
Investments 10 - 12,385,154 11,684,409
Employee benefit trust & Employee retirement plans 16,20 . ..90,216,715. . 94,324,901
. 102,611,219 106,042,325
Current assets
Debtors 13 24,360,368 30,980,982
Cash and cash equivalents 11 ‘ 13913,879 “{,_6_39,_672 _
| 26,274,247 35,620,654
Current liabilities .
Creditors: amounts falling due within one year 14 - (752,418)... . .. (1,869,227)
Net current assets — 25',521',82.9 . 33,751,427 .
Total assets less current liabilities 128,133,048 139,793,752
Provisions for liabilities and charges 16,20 ...(113,377,604, :.:,.( ;.25,501 ,362).
Net assets e 14,755,444 .. 14,202,190
Capital and reserves
Called up share capital 12 17,790,368 17,790,368
Profit and loss reserve o (340341924) (3,498,178)
Total shareholders’ funds 14755444  14;292;190

The financial statements were approved by the board of directors and signed on its behalf by:

DM(}oﬁon""' A

Director
10 May 2018

SR PR e e

10




DG Partners Services Limited
Registered No: 04470767

Statement of changes in equity
For the year ended 31 December 2017

Called up Retained

share capital earnings Total equity

£ F £

At January 2016 1 21,490,782 21,490,783
Loss for the financial year - (24,988,960) (24,988,960)
Share capital issued 17,790,367 @ 17,790,367
At 31 December 2016 17,790,368 (3,498,178) 14,292,190
Profit for the financial year w 463,254 463,254
At 31 December 2017 17,790,368 (31034,924) 14,755,444

""" tegral part statements o T

The notes on pages 13 — 25 formi an integral part

of these financi
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Statement of cash flows
For the year ended 31 December 2017

Note
Cash flows from operating activities
Profit/(loss) on ordinary activities before taxation
Net foreign exchange losses/(gains) 5
Loss on disposal of investments 10
Revaluation losses/(gains) on fixed asset investments 10

Reduction of social security tax provision and reimbursement
Interest receivable

Interest payable

Depreciation of tangible fixed assets 9
Interest paid .

Corporation tax paid

(Increase)/decrease in debtors

Decrease in creditors

Net cash outflow from operating activities

Cash flows from investing activities

Interest received

Proceeds on disposal of fixed asset investments

Payments to acquire investments 10

Net cash (outflow)/inflow from investing activities

Cash flows from financing activities
Share capital issued 12

Net cash inflow from financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of year

Net foreign exchange (losses)/gains

Cash and cash equivalents at the end of year 11

2017
£

369,148
154,546
299,255
(460,291)
(4,886)
16,517
23,665
(60)
(867,107)
(633,313)
(473,607)

2016
£

(23,820,365)
(119,332)
6.601
(842,363)
(5,849)

45,602

1,802,465
(456,003)

4,886 4,862
9,559,863
(1,000,000)
(995.114) 9564725
17,790,367

= TT11,790,367
(2,571,247) 3,965,348
4,639,672 554,492
(154,546) 119,332

. 1913879

“The notes on pages 13 — 25 form an integral part of these financial statements
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Registered No: 04470767

Notes to the financial statements
For the year ended 31 December 2017

Accounting policies

1.1

1.2

13

14

1.5

1.6

1.7

General information

DG Partners Services Limited is a limited company registered in England and Wales. The registered
office is 4th Floor Reading Bridge House, George Street, Reading RG1 8LS.

On 1| March 2017, the name of the limited company was changed from London Diversified Fund
Management (UK) Limited to DG Partners Services Limited.

Basis of preparation of financial statements

The financial statements have been prepared under the historical costs convention and in accordance
with FRS 102, the Financial Reporting Standard applicable in the United Kingdom and the Republic
of Ireland and the Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires company management to exercise judgement in
applying the company’s accounting policies (note 2).

The following principal accounting policies have been applied:

Going concern

These financial statements have been prepared on a going concern basis. The directors believe that
this is appropriate as the company has sufficient liquid resources and an ongoing arrangement to
provide services to the LLP, which itself has ongoing investment management and advisory
contracts, for which the company is reimbursed for expenses incurred. Therefore, the directors have
a reasonable expectation that the company has adequate resources to meet its liabilities as they fall
due for the foreseeable future. '

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received, excluding discounts, rebates, value added tax and other sales taxes.

Interest income
Interest income is recognised in the statement of comprehensive income.
Operating leases

Rentals paid under operating leases are charged to the statement of comprehensive income on a
straight-line basis over the lease term. The value of any rent-free periods are amortised over the life
of the lease.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours.
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MDG Partners Services Limited

"Registered No: 04470767

Notes to the financial statements (continued)
For the year ended 31 December 2017

Accounting policies (continued)

18

1.9

Pensions

Defined contribution pension plan

The company operates a defined contribution plan for its employees. A defined contribution plan is
a pension plan under which the company pays fixed contributions into a separate entity. Once the
contributions have been paid the company has no further payment obligations.

The contributions are recognised as an expense in the statement of comprehensive income when they
fall due. Amounts not paid are shown in other creditors as a liability in the statement of financial
position. The assets of the plan are held separately from the company in independently administered
funds. :

Tangible fixed assets

Tangible fixed assets are stated at historical cost less accumulated depreciation and any accumulated
impairment losses. Historical cost includes expenditure that is directly attributable to bringing the
asset to the location and condition necessary for it to be capable of operating in the manner intended
by management.

The company adds to the carrying amount of an item of fixed assets the cost of replacing part of such
an item when that cost is incurred, if the replacement part is expected to provide incremental future
benefits to the company. The carrying amount of the replaced part is derecognised. Repairs and
maintenance are charged to profit or loss during the period in which they are incurred.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

The estimated useful lives range as follows:

Computer and office equipment - 3 to 4 years straight line
Motor vehicles - S years straight line
Fumiture and fittings - 4 years straight line
Leasehold improvements - Over the term of the lease
Bicycles - 1 year straight line

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised within ‘other operating income' in the statement of comprehensive income.

Valuation of investments

Investments in unlisted company shares, which have been classified as fixed asset investments as the
company intends to hold them on a continuing basis are remeasured to fair value at each statement
of financial position date. Gains and losses on remeasurement are recognised in statement of
comprehensive income for the period. Where the investment cannot be remeasured to fair value it is
held as cost less impairment. ‘

The net investment in the Employee Benefit Trust has been remeasured to fair value at each statement
of financial position date. The assets and liabilities of the EBT are recorded gross on the balance
sheet and the net gain or loss on their remeasurement is recognised in statement of comprehensive
income for the period.

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment, except where repayable on demand.

....... 14
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Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)

1.11 Financial instruments

Financial assets

Basic financial assets, including trade and other debtors, and cash and bank balances, are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction, where the

transaction is measured at the present value of the future receipts discounted at a market rate of
interest. Such assets are subsequently carried at amortised cost using the effective interest method.

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the statement of comprehensive income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate, which is an approximation of the
amount that the company would receive for the asset if it were to be sold at the reporting date.

Other financial assets, including investments in equity instruments which are not subsidiaries,
associates or joint ventures, are initially measured at fair value, which is normally the transaction
price.

Such assets are subsequently carried at fair value and the changes in fair value are recognised in the
statement of comprehensive income, except that investments in equity instruments that are not
publically traded and whose fair values cannot be measured reliably are measured at cost less
impairment.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party without imposing
additional restrictions.

Financial liabilities

Basic financial liabilities, including trade and other creditors, bank loans, and loans from related
parties, are initially recognised at transaction price, unless the arrangement constitutes a financing
transaction, where the debt instrument is measured at the present value of the future receipts
discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is
due within one year or less. If not, they are presented as non-current liabilities. Trade payables are
recognised initially at transaction price and subsequently measured at amortised cost using the
effective interest method.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancetled or expires.
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Registered No: 04470767

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)

1.12 Foreign currency translation

Functional and presentation currency

The company's functional and presentation currency is pounds sterling. Foreign currency
transactions are translated into the functional currency using the spot exchange rates at the dates of
the transactions.

At each period end, foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

1.13 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the statement
of comprehensive income, except that a change attributable to an item of income and expense
recognised as other comprehensive income or to an item recognised directly in equity is also
recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted
or substantively enacted by the reporting date in the countries where the company and the company
operate and generate income.

Deferred balances are recognised in respect of all timing differences that have originated but not
reversed by the statement of financial position date, except that:

. The recognition of deferred tax assets is limited to the extent that it is pfobable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits;

. Any deferred tax balances are reversed if and when all conditions for retaining associated .
tax allowances have been met; and

. Where they relate to timing differences in respect of interests in subsidiaries, associates,
branches and joint ventures and the company can control the reversal of the timing
differences and such reversal is not considered probable in the foreseeable future.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values
of assets acquired and the future tax deductions available for them and the differences between the
fair values of liabilities acquired and the amount that will be assessed for tax. Deferred income tax
is determined using tax rates and laws that have been enacted or substantively enacted by the
reporting date.

2. Judgements in applying accounting policies and key sources of estimation
uncertainty

In applying the company’s accounting policies, the directors are required to make judgements, estimates
and assumptions in determining the carrying amounts of assets and liabilities. The directors’ judgements,
estimates and assumptions are based on the best and most reliable evidence available at the time when the
decisions are made, and are based on historical experience and other factors that are considered to be
applicable. Due to the inherent subjectivity involved in making such judgements, estimates and
assumptions, the actual results and outcomes may differ.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates are recognised in the year in which the estimate is revised, if the revision affects only that year,
or in the year of the revision and future years, if the revision affects both current and future years.

(a) Critical judgements in applying the entity’s accounting policies

The directors are of the opinion that a reliable fair value cannot be determined for the company’s
investment in DG Partners LLP, or LDFM (Co Invest) I Limited, and as such these investments have been
stated at cost less impairment.
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DG Partners Services Limited

Registered No: 04470767

Notes to the financial statements (continued)
For the year ended 31 December 2017

Judgements in applying accounting policies and key sources of estimation
uncertainty (continued)

(b) Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are addressed below.

Impairment of investment not held at fair value

The directors have reviewed the operating results and financial positions of DG Partners LLP, and LDFM
(Co Invest) I Limited and are confident that there are no indications that the company's investments are
impaired

Useful economic lives of non-financial assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful economic
lives and residual values of the assets. The useful economic lives and residual values are re-assessed
annually. They are amended when necessary to reflect current estimates, based on technological
advancement, future investments, economic utilisation and the physical condition of the assets. See note 9
for the carrying amount of the non-financial assets, and note 1.9 for the useful economic lives for each
class of assets.

Turnover

Turnover represents fees receivable as service provider to DG Partners LLP, and other income received.
All fees arise in the United Kingdom.

Other income

2017 2016

£ £

Receipt from the Employee benefits trust (note 16) = 6,585,789

Claim settlement s 219,014
Distribution from the London Diversified Fund . & 168,060

= 6,972,863

The claim settlement relates to Lehman Brothers recovery of claim made for monies owed when Lehman
Brother went bankrupt in 2008.

17
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Registered No: 04470767

Notes to the financial statements (continued)
For the year ended 31 December 2017

5. Operating profit

2017 2016

The operating profit is started after charging/(crediting):
Depreciation of tangible fixed assets (note 9) 23,665 45,602

Auditors’ remuneration:
- fees payable to auditors for the audit of the financial

statements 19,303 17,350
Operating lease rental:

- property = 250,000
Reversal of a provision (375,564) e
Net foreign exchange losses/(gains) e 134,546 (119 332)..

The reversal of a provision relates to a liability for a compromise agreement that settled as a result of the
Her Majesty’s Revenue and Customs (“HMRC?”) settlement agreed in the prior year.

6. Staff costs

2017 2016

£ £

Wages and salaries ‘ 1,080,367 1,167,368
Social security costs 125,131 147,756
Other pension costs i 20T 20,794

L..1,335918

The average monthly number of employees (including executive directors) during the year was as follows:

2017 2016

£ £

Marketing » 1 1
Administration 13 11
Investment management . 4
17 16
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7. Taxation

Corporation tax
Current tax for the year
Adjustments in respect of prior periods

Total current tax

Tax charge/(credit) on ordinary activities

Factors affecting the tax charge for the year
Profit/(loss) on ordinary activities before taxation
Corporation tax at 19.25% (2016: 20%)

Effect of:

Disallowed expenses and non-taxable income

Adjustments to current tax charge in respect of previous periods
Employee benefits trust settlement expenses

Bond fund (loss)/gain on investments

Impact of tax rate change on losses carried back

Utilisation of losses brought forward

Tax charge on ordinary activities

Factors that may affect future tax charges:

2017 2016

£ £
(94,106) 1,170,137
= __(1,542)
4106), . 116895,
...(94,106).. ......1,168,595 .
369,148 (23,820,365)
71,061 (4,764,073)
(88,590) -
- (1,542)
(72,283) 6,285,157
(736) 2,339
(3,558) Es
s, (353,286)...
Q4106 1 1168595,

The company elected to carry back taxable losses in 2017 to 2016 resulting in a tax refund as at 31

December 2017.

The UK Government announced as part of the Finance (No 2) Act 2015, which received Royal Assent on
18 November 2015, to reduce the main rate of corporation tax rate from 20% to 19% from 1 April 2017
and further to 18% from 1 April 2020. In the 2016 Finance Bill, the UK Government announced a further
reduction to the Corporation Tax main rate for the year starting 1 April 2020 setting the rate at 17%. The
17% rate will replace the previous 18% rate from 1 April 2020 when it is substantively enacted. This will

affect future cash tax payable by the company.

T
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8. Directors’ emoluments

2017 2016
£ £
Remuneration ‘ & -

As disclosed in note 16, the company has previously made contributions to an Employee Benefit Trust for
the principal benefit of existing and future employees. Until such time as allocations are made, amounts
payable to directors are uncertain, and have not been included within directors’ emoluments.

The amounts paid in respect of the highest paid director are as follows:

Remuneration

9. Tangible fixed assets

Furniture Computer
and fittings equipment ‘Total
£ £ £

Cost:
As 1 January 2017 9,200 208,936 218,136
At 31 December 2017 ' 9200 208,036 218,136
Depreciation:
As 1 January 2017 1,100 184,021 185,121
Charge for the year 100 23,565 23,665
At 31 December 2017 T 1200 207,586 208,786
‘Net book value:
At 31 December 2017 8,000 1,350 19,350 _
At 31 December 2016 8,100 24,915 A 33,015
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10. Fixed asset investments

At cost less Unlisted

At fair value impairment investments

£ £ £

At 1 January 2017 4,458,074 7,226,335 11,684,409

Fair value adjustments (299,255) = (299,255)
Additions . , L 1,000,000 . . 1,000,000 ..
At 31 December 2017 . 4,158,819 85226;335 12,385,154 ..

Included in the investments above at cost less impairment, £6,996,000 (2016: £5,996,000) represents the
company’s capital contribution in the LLP, a limited liability partnership incorporated in England and
Wales. During the year, £1,000,000 (2016: £nil) was invested in the LLP. The aggregate amount of
members’ capital and other reserves of the LLP as at 31 December 2017 amounted to £5,144,569 (restated
2016: £4,535,950). The profit of the LLP available for distribution to members for the year ended 31
December 2017 amounted to a loss of £391,381 (restated 2016: loss of £1,469,866). The company does
not control or exert significant influence over the LLP.

Included in the investments at cost less impairment above, £1,230,335 (2016: £1,230,335) represents the
company’s capital contribution in LDFM (Co Invest) I Limited (known as “Co Invest”) a company
incorporated in Jersey, Channel Islands. The loss and net assets of Co Invest for the year ended 31
December 2017 are £29,762 (2016: £31,279) and £8,912,450 (2016: £9,779,366) respectively. The
company has a 14% interest in the redeemable shares of Co Invest and does not control nor exert significant
influence over the entity.

At 31 December 2017, the market value of the DG Macro Fund Limited (formerly known as London Select
Fund Limited) investments was £4,158,819 (£2016: £4,458,074).

During the prior year, the company disposed of £9,566,464 of the London Diversified Fund Limited
investments (including the side pocket) recognising a loss on disposal of £6,601.

11. Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents comprise the following balances:

2017 2016
£ £
Cash at bank 1,913,879 4,639,672
12. Called up share capital
2017 2016
£ £

Issued and fully paid: 17,790,368 (2016: 17,790,368)

ordinary shares of £1 e 11,790,368 . w11, 790,368....

On 20 May 20186, the company authorised and issued 17,790,367 ordinary shares of £1 each. Consideration
of £17,790,368 was received in full. The purpose of the share issue was to provide additional working
capital for the company.

.21 ,
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13. Debtors

207 2016
£ £
Due within one year
Amounts due from the LLP 1,018,857 410,009
Corporation tax (note 16) 301,555 =
Other debtors 84,496 39,948
Amounts owed by related parties (note 18) 3,043 97
VAT recoverable 14,806 20,311
Prepayments and accrued income 78,277 95,801
Reimbursement asset (note 16) ... 22859334 =,
24,360,368 566,166
Due after more than one year .
Reimbursement asset (note 16) . L e .30,414,816. .
- 30,414,816
Total debtors 24,360,368 . 30,980,982
14. Creditors
2017 2016
£ £
Due within one year
Corporation tax 223,905 867,107
Trade creditors 37,236 57,868
Other creditors - 375,564
Accruals and deferred income 409,330 535,745
Taxation and social security i D1, 94T

Lreeemmesepemnt ppreseyal

.................. 152,418 . . 1,869,227

15. Pensions

The pension cost charged during the year amounted to £20,477 (2016: £20,794). The amount outstanding
at the year end was £2,376 (2016: £1,530) and is included within creditors.

e - e sseemn T ———————— — trerr—— e — V22
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For the year ended 31 December 2017

16. Provisions for liabilities and charges

Employee
benefit trust
& Employee
retirement Social
plans security tax
restated provision Total
£ £ £
At 1 January 2016 53,655,639 30,573,805 84,229 444
Recognise ERP 2007 25,400,076 25,400,076
Fair value adjustments (45,533) , (45,533)
At 1 January 2016 restated 79,010,182 30,573,805 109,583,987
Increase in provision - 602,856 602,856
Net adjustment to amount transferred to
company or its parent to settle the lnabllxty
with HMRC 6,985,725 - 6,985,725
Distribution paid from EBT (1,908,970) B (1,908,970)
Fair value adjustments 10,237,964 i} s 10,237,964
At 31 December 2016 restated 94,324,901 31,176,661 125,501,562
Decrease in provision z (8,015,772) (8,015,772)
Distribution paid from EBT (1,903,971) = (1,903,971)
Fair value adjustments e n(2,204215).
As at 31 December 2017 — [ X 216 715_ 23,160 889‘.“

113 .,77 604.

The company established an Employee Benefit Trust (“EBT”) in 2003 for the prmc1pa1 beneﬁt of existing
and future employees. The company reflected an asset, representing the fair value of assets purchased by
the EBT at cost and an equivalent obligation representing amounts due to employees, in respect of the trust
at the year end. The asset has been reflected within fixed assets and the obligation as a provision for
liabilities and charges in the statement of financial position. During 2007, the LDFM Executive Retirement
Plan (“ERP 2007”) was set up. During 2011, the LDFM Executive Retirement Plan 2011 (“ERP 2011°")
was set up in relation to a sub-fund of the EBT and assets with a market value of £18,378,604 were
transferred from the EBT to the ERP 2011.

During the year the company made no payments on behalf of the EBT, ERP 2007 or ERP 2011.

As at 31 December 2017, the market value of the assets held by the EBT, ERP 2007 and ERP 2011 were
£60,713,119 (2016: £66,009,236), £29,503,596 (2016: £28,314,656), and £nil (2016: £1,009) respectively.

On 25 January 2016, the company entered into a settlement agreement with HMRC to settle the company's
PAYE, NIC and inheritance tax (“IHT”) position in respect of the EBT. The total amount directly payable
to HMRC as a result of this settlement was £31,361,881 which was paid to HMRC on 27 May 2016.
Included within other income in the prior year is an amount of £6,585,789 received from the EBT in
relation to the settlement of the HMRC payment above.

On 23 February 2018, the company entered into a settlement agreement with HMRC to settle the
company’s PAYE and NIC due in relation to a Share Scheme Award established by the company, set up
in 2004. The total amount directly payable to HMRC as a result is £23,160,889 less the corporation tax
asset of £301,555 that HMRC has agreed to deduct. This results in a net payment due to HMRC of
£22,859,334 due in quarter 2 of 2018. The directors and one former director of the company agreed to
honour an amount greater than the settlement value, so the company has recognised a reimbursement asset
equal to the settlement value of £22,859,334 (2016: £30,414,816) included in note 13.
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17. Financial instruments

Restated
2m7 2016
£ £
Financial assets
Financial assets measured at fair value 94,375,534 98,782,975
Financial assets that are equity instruments measured at amortised
cost 8,226,335 7,226,335
Financial assets that are debt instruments measured at amortised cost 23,965,730 30,864,870 .
126,567,599 — 136,874,180
Financial liabilities
Financial liabilities measured at fair value 90,216,715 94,324,901
Financial liabilities that are debt instruments measured at amortised
cost - 23,308,276 ’ 31,61 ]A,623 _
113,524,991 125,936,524

The fair value of the unlisted fixed asset investments are determined using the market value of the fund
units.

18. Related party transactions

The company is a member of DG Partners LLP, a limited liability partnership registered in England and
Wales. Expense reimbursements and profit share income received from DG Partners LLP are disclosed on
the face of the statement of comprehensive income. Amounts outstanding at the year end are disclosed in
note 13.

David Gorton, a director of DG Partners Services Limited, is also a designated member of BH-DG
Systematic Trading LLP. During the year, the company charged BH-DG Systematic Trading LLP net
expenses in the amount of £2,946 (2016: £3,152). At the year end, BH-DG Systematic Trading LLP owed
the company £3,043 (2016: £97) to the company which is included in debtors.

Included within debtors is a reimbursement asset totalling £22,859,334 (2016: £30,414,816). This relates
to the potential payment of tax, social security and accrued interest in relation to a share scheme established
by the company in 2004. Certain participants who also happen to be directors of the company have
provided personal guarantees for this amount which in the directors’ opinion is virtually certain, should
the liability arise.

The company has investments of £1,230,335 (2016: £1,230,335) in LDFM (Co Invest) I Limited, a
company incorporated in Jersey, Channel Islands. The investment represents the acquisition of 2,010,000
“B” ordinary redeemable shares at USD | per share. LDFM (Co Invest) [ Limited is a fellow group
undertaking of DG Partners International Limited, and is also the company’s ultimate controlling party.
The investment is included within fixed asset investments (note 10).

19. Uitimate parent undertaking and controlling party

The company is a wholly-owned subsidiary of DG Partners International Limited (formerly known as
London Diversified Fund Management International Limited), a company incorporated in the Cayman
Islands. DG Partners International Limited is therefore considered the ultimate parent undertaking and
controlling party.
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20. Prior period restatement

The following adjustments have been made to the comparative data:

£
Net assets
Net assets at 31 December 2016 14,292,190
Prior year adjustment to EBT & ERP 2007 asset at 31 December 2015 25,354,543
Prior year adjustment to EBT & ERP 2007 liability at 31 December 2015 (25,354,543)
Prior year adjustment to EBT & ERP 2007 asset at 31 December 2016 2,673,149
Prior year adjustment to EBT & ERP 2007 liability at 31 December 2016 . (2,673,149)
Net assets at 31 December 2016 restated .. 14,292,190 |

During 2007, the LDFM Executive Retirement Plan (“ERP 2007") was set up with the company given
control over aspects of it. The ERP 2007 was never recognised as an asset and related liability (note 16).
Therefore, an adjustment was required in 2015 to recognise the asset value and related liability.
Consequently, an adjustment was required in 2016 to recognise an increase in the asset value and related
liability. In addition, there were changes to the Employee Benefit Trust (“EBT”) fair values in 2015 &
2016 which have also been restated. These adjustments had no impact to prior years’ profit or loss for the
year, or net assets.

21. Events after the reporting period

Subsequent to the year end on 23 February 2018 the company entered into a settlement agreement with
HMRC to settle the company's PAYE and NIC position in respect of the Share Scheme Award. The total
amount directly payable to HMRC as a result of this settlement is £22,859,334 which is due for payment
to HMRC by 31 May 2018. The amount due to be paid is guaranteed by the directors and one former
director.




