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FAM Services Limited

Group strategic report
For the year ended 31 December 2017

Introduction

The director presents his strategic report of FAM Services Limited (“the Company”) and its subsidiaries’
(collectively "the Group") for the year ended 31 Décember 2017. The Company’s subsidiary undertakings are
Fulcrum Asset Management LLP ("the LLP"), FAM Services Nominees Limited ("Nominees"), Fulcrum Asset
Management LP (‘the US LP"), Fulcrum Asset Management GP LLC ("the US GP") and Fulcrum_ Asset
Management GmbH ("GMBH ).

Business review

The principal activity of the Company Is that of a seivice company, providing administrative support services to
the LLP, The LLP Is.a limited liabllity partnership incorporated in England and Wales whose principal activity is
the. provlslon of Investment management services. The LLP manages a range of UCITS compliant pooled
investmeént vehiclas domiciled in Luxemburg and UK, Alternative Investmént Funds domiciled in Luxémburg and
Cayman Islands, an Australian Trust and a US, mutual fund with aggregate assets under management of £4.8bn
(2016: £4:8bn). The LLP is authorised to conduct Investment business by the Financial Conduct Authiority
(‘FCA").

The US'LP is a limited partnership incorporated and registered in the USA. The principal activity of the US LP is
to market the funds managed by the LLP'in the US.

‘GMBH Is a limited company and was incorporated and reglstered in.Germany during the year. The principal
activity of the GMBH is to market the funds managed by the LLP In Germany.

The directér does not see any change in the nature of the Group's activity going forward.
Financial key performance indicators

The Group's performance Is driven diréctly by the activities of the LLP. The key performance indicators of the
Group are therefore linked to those of the LLP, which are revenue and profit before tax. The increase in revenue
of the Group is attnbutable to the growth in the average level of the funds under management during the year.

Group tumover for the year amounted to £26,041,644 (2016: £18,950,317). The impact of the increased revenue
on profitability was partially ofiset by an increase in expenditure resulting in profit after taxation of £9,438, 803
(2016: £4,372,919). The Increase In expenditure is as & resuit of the additional resources required to drive the
growth In revenue. Total equity, including that attributable to the non-controlling interests, amounted -to
£7,361,300 (2016: £4,523,007).

Principal risks and uncertainties

The principal risks and uncertainties affecting the Group relate to the performance ot the underlying funds the
Group manages and the impact that performance has on the ability to atiract and retain investors and, hence,
maintain stable revenues for the Group. The funds advised by the Group and its affiliates are subject to various
market, counterparty, operational and regulatory risks that can ultimately have an impact on the business. To the
extent possible, the Group continues to monitor and improve its controls and processes to provide the proper
infrastructure for managing the funds. Other risks and uncertainties felate to the ability to attract and retain key
investment executives.

From an operational perspective, the key risk relates to the polential for non-compliance with the regulations
issued by the FCA thai could lead 1o the Group belng subject to a fine or a ban on trading activities. This Is
managed through regular review of the Group’s compliance framework by Senior Management.
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FAM Services Limited

Group strateglc report (contmued)
For the’ year ended 31 December 2017

‘Principal risks and uncertainties (continued)
The Group uses forward-foreign currency contradts to reduce exposire to the ‘variability of foreign exchange

,frates by fixing the rate of any material revenua entitiements dencminated in'a foreign cumency Hedge accounting
is used when. ceﬂaln criteria are met:as explained in the accounting policy note 2, 18. .

This report was approved by the board on 2F:September 2018-arid signéd on Its behalf by:

A D Stevens
Director
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FAM Services Limited

Director's report
For the year ended 31 December 2017

:T-he director presents his report and the audited financial statements for FAM Services Limited for the'year ended
31 December 2017.

Dividends

There were no dividends pald in the year under review (2016: £nif).

Director

The-director who served during the yaar and up to the date of this report was;

A D Stevens

Future developments

The director does not see any change In the nature of the Group activity going forward.

Going concern

The Company has net current liabilities and remains dependent on the performance of the LLP through the
reimbursement of expenses and profit allocation from the LLP:in order to be profitable. The ditector is not aware
of any reason that this.agreement will be terminated in the foreseeable future. The nature of the agieement with
the Company aliows a high degree of certainty that-the Company will continue to be prof‘ table and, historically,
the Company has received income in a timely manner in order to manage its obligations (which are relatively
predictable in nature)..

The future profitability of the Group Is dependent on the LLP maintaining assets under management from which
to generate future revenues. Whilst the level of assets under management Is subject to market volatility and
potential investor redemptions, the funds Have a diversified invéstor base that mitigate. the effects of redemptions
by one or more Investors and the subsequent impact on the management fees eamed.

The director has reviewed operating and cash flow forecasts for a period of at least 12 months from the date of
this réport and Is confident that the Company and the Group has sufficient resources to settle Its liabilities In the
ordinary course of business and is a going concern. As such, the consolidated financial statements have been
-prepared on a going concem basis.

Disclosure of information to auditor

The director at the time when this Director's report is. approved has confirmed that:

. so far as he is aware, there is no relevant audit information of which the Company’s and the Group's auditor
Is unaware, and

. he has taken all the steps that ought to have been taken as a director in order to be aware of any relevant
audit information and to establish that the Company’s and the Group's auditor is aware of that information.

Post balance sheet events

There have been no significant events affecting the Group since the year end.
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FAM Services Limited

Forthe year.ended 31 December 2017

independent auditor -

The auditor; Ernst & Young' LLP, Will be proposed fof feappoininient in accordance with section 485 of the
Conipariles Act 2008;

This report-was approved by.the board on 7} September 2018°and signed on its behalf by:

Director iSan
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FAM Services Limited

Director’s responsibilities statement
For the year ended 31 December 2017

The director is résponsible for preparlng the Group strategic report, the Director's report d@nd the consolidated
financial statements in accordance with applicable law and regulations,

Company law requires the director to.prepare financial statements far-each financial year. Under that law the
-dlrector has elected to prepare. the financial statements in accordance with applu;able law and United Kingdom
‘Agcounting Standards (United Kingdom Generally Accepted Accounﬂng Practice), including Financial Reportmg
Standard 102 The Financial Reporﬁng Standard applicable In the UK and Republic of Ireland'. Under company
law the dlrector must not approve the financial- statements unless he is satisfied that thay give a true and falr view
of the state of affairs of the Company and the Group. and of the profit or loss of the Group for that period. In
préparing. these financial sta!ements the dlrector Is required to:

3 select suitable accoti'ntlrig_' policles-@nd then apply them cthlstehﬁy;
.. make Judgements and‘ac_:cqgntlng estimates that are r‘_easonable and prudent;

. ‘$tate whether applicable UK Accounting Standards have been followed, subject to any materlal departures
disclosed and explained in the finarcial statements;

. prepare the ﬂnanc!_al_sfaiementé on the going concern basis uniess it Is inappropriate to presume that the
Group will continue in business.

‘The director Is responsible for keeping adequate accounting records that are sufficient to show and explain the
Group’s and the Company’s transactions and disclose with reasonable accuracy at any time the financial position
of the Company and the Group and enable him to ensure that the financial statements comply with the Com panies
Act 2008. He is also résponsible for safeguarding the assets of the Company-and the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.
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FAM Services Limited

Independant auditor's report to the shareholders-of FAM Services Limited

Opihion

‘We have audited the consclidated financial statemerits of FAM Services Limited (‘the Company') and its subsidiaries (the
‘Group’) for the year ended 31 December 2017 which comprise the Consolidated Statement of Comprshensive Income, the
Consolidated Statement of Financial Position, the Company Statement of Financial Position, the Consolidated Statement of
Changes in Equity, the Campany Statement of Changes in Equity, the Consolidated Statement of Cash Flows and the related
notes 1 to 21, Including a summary of significant accounting policies. The financial reporting framework that has beén apgliéd
I their prepargtion is appficable law and United Kingdom Accounting Standards including FRS 102 *The Financial Reporting
Standard applicable in the UK and Republic of Irsland”.

In our opinion, the consalidated financial statements:
»  give'a true and fair view of the Group's and of the Company’s affairs as at 31 December 2017 and of the Group's 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.

Bagis for opinion

We conducted our audit in accordance with Intemational Standsirds on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the *Audifors responsibilities for the audit of the financial
statements" section of our report below. We are independent of the Group and the Company in accardance with the ethical
requirements in the UK that are relévant to our audit of the financial statements, including the FRC's Ethical Standard, and
we have fulfilled our other ethical responsibllities in‘accordance with these requirements.

We belleve 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:

« the director’s. use of the going concem basis of accounting in the preparation of the consolidated financial statements is
not appropriate; or

» the director has not disclosed in the consolidated financlal statements: any identified materal uncertainties that may cast
significant doubt about the Group's or the Company's ability to continue to adopt the going concem basis of accounting
for a period of at least twelve months: from the dale when the consolidated financial statsments are authorised for issue.

Other information

The other information comprises the information included in the annual report, other than the consolidated financial statements
and our auditor's report thereon. The directors is responsible for the other information.

Our opinion on the consolidated financial statements does not cover the other information and, except to the extent otherwise
explicily stated in this report, we do not express any form of assurance conclusion thareon.

In connection with our audit of the consolidated financial statements, our responsibllity Is to read the other information and, in
doing. so, consider whether the other Information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audil 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 consolidated
financial statements or a material niisstatement of the ather information. If, based on the work we have performed, we
conclude that there is a material misstatement of the other information, we are required to report that fact.

Wae have nothing to report in this regard.
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FAM Services Limited

Independent auditor's report to the shareliolders of FAM Services Limited

Oplnions on other matters prescribed by the Companles Act 2006

In our apinion, based on the wark undertaken in the course of the audit:
s .the information given in the Strategic report and the Directar's report for the financial year for which the consolidated
financial statements are-prepared is consistent with the consolidated financial statéments; and

* ‘the Strategic report and.the Directors’ report have been prepared in accordance.with applicable legal requirements.

Mattars on which we are required to report by exception
In the light.of the knowledge and undérstanding of the Group.and the Company and its anvironmeént cbtained in the course
of the audit, we have not Identified any material misstatements in the Strategic report or the Director’s feport.

Woe have rothing to report in respect of the following matters in‘réfation 1o which the Companies Act 2006 requires s 16 report

to you If, In our opinlon:

«  adequate accounting records have not been Kept, or retums adequate for ouir audit have not been received fram branches
not visited by us; or

» the Company’s financial statements are not In agreemerit with the accounting records and retums; or
¢ certain disciosures of Director’s remuneration specified by law are not made; or

.+ we have not received all the information and explanations we require for our audit.

Responsibilities of the director

As explained more fully in the Director's Responsibilities statement set out on page 6, the director Is responsible for the
preparation of the consolidated financial siatements and for being satisfied that they give a true and fair view, and for such
internal control as the director determines Is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whethér due to fraud or error.

In preparing the consolidated financial statements, the director is responsible for assessing the Group’s and the Company’s
ability to continue as a gaing concem, disclosing, as applicable, matters related to galng concemn and using the going concern
basis of accounting unless the director aither intends to liquidate the Group or'the Company or to cease operations, or have
no realistic altemative but to do so,

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whather 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 ‘& high lavel of assurance, but is not a guarantea that an audit conducted in accordance with 1SAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are conslidered 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 on the Financial. Reporting
Council's website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.
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FAM Services Limited

Independent auditor's report to the shareholders of FAM Services Llﬁl’ité.d‘('contimiéd_)

-Use.of our report

This feport i§ made solély fo thé Company’'s members, as a body; in accardance With Chapter 3'0f Part-16 of the. Compames
-Act 2008, Our audit work has been undertaken so‘that we might stata to 1he Company S members ‘those. matters we are
required to state 16 them:in an auditor's repoit and for no other purpose. To the fillest extent permitted by law, we do not

accept or assume responsibility to anyoné other than’ the Company‘and the Company's mefribers as:a body, for our audit
“work; for this report, or for the opinions we Havé férmed.

.Nell Parker (Senlor statutory audltor) _
For and on behalf of Ernst & Young LLP (Statutory Auditor)
-London

Date: 5 e Serromape 2008
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FAM Services Limited

Consolidated statement of comprehensive income
For the year ended 31 December 2017

| 2017 2016
Note £ £
Tumover 4 26,041,644 18,950,317
Administrative expenses. (16,483,694) (14,205,755)
Gain on financial asséts held at fair value . 42,848 11,710
Operating profit 5 §,600,798 4,756,272
Interest receivable and simitar income 7 3254 1,088
Unrealised gain/{loss) from derivative contracts : » - __(98,166)
Profit before taxation 9,604,052 4,659,204
Taxation 8 (165,249) . (286.28§‘L
Profit for the year 9,438,803 4,372,919
Other comprehensive income.
Unrealised (loss)/galn on translation of overseas _ )
subsidiary (_4,.408) 16,691
Transfér of previously recognised loss to turnover upon
maturity of derivative contracts: 417,811 178,261
Unrealised gain/(loss) on derivative contracts , 254,234 (417.811)
Other compreheansive incomel/(loss) for the financial L , -
year 667,637 (222,859)
Total comprehensive income for ths financial year 10,106,440 4,150,060
Profit for the year is attributable to: » -
Owners of the Company 198,044 772,376
Non-controlling interests 9,240,759 3,600,543
9,438,803 4,372,919
Total comprehensive income for the financlal year is
attributable to:
Owners of the Company 856,681 549,517
Non-controlling Interests 9,240,759 3,800,543
10,106,440 4,150,060

The notes on pages 17 to 31 form part of theése. financial statements.
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‘FAM Services Limited
Registered number: 05000601

‘Consolidated statement of financlal position

As at 31 Deceniber 2017

Fixed assets
Tangible assets
Investments

Current assets
Debiors: amounts falling dué within one year
Cash and cash equivalents

Total cusrent assets

Creditors: amounts falling due within one year

Net current assets

Net assets

Capital and resérves
Cadlled up share-capital
-Share premium account’
Cash flow hedgé reserve
Foreign exchange reserve
Profit and loss account

Total equity attributable to owners of the Company

Non-controlling interest
Total equity

Note

11
12

13

17

2017 2016
£ £
935,992 1,100,216
768,889 . 260,451
1,704,881 1,360,667
3,630,620 2,523,224
8,275,670 7,018,733
11,906,290 9,541,957
(6,249,871) (6,379,617)
5,656,419 3,162,340
7,361,300 4,523,007
437,500 437,500
667,011 667,011
254,234 (417,811)
12,283 16,691
1,705,070 1,507,026
3,076,098 2,210417
4,285,202 2,312,590
7,361,300 4,523,007

The financial statements were approved and authorised for issue by the board on 2¥ September 2018 and were

signed on its behalf by:

A D Stevens aé(» A4 .
Director _

The notes on pages 17 to 31 form part of these financial statements.
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FAM Services Limited ,
Registered number: 05000601

Compsiny statement of finangial position
As at 31 December 2017

Fixed assets
Tangible assets
Investmenis

A(;u;rveni assets

Debtors: amounts falling due within one year
Cash and cash equivalerits

Total current-assets

~ Creditors: amouints falling due within one year

Net current liabilities

Net assets

Capital and reserves
Called up share capital
Share premium account
Profit and loss account

Total aquity

Company profit

Note

13

17

2017 2016
£ £
935,992 1,100,216
2,495,001 2,335,001
3,430,993 3,435,217
3,150,545 3,204,829
642,461 _148,401
3,793,006 3,353:030
(6,024,130) (4,899,507)
(1,231,124) (1,346,477)
2,199,869 2,088,740
437,500 437,500
667,011 867.011
1,095,358 984,229
2,199,869 2,088.740

The Company has taken advantage of the exemption allowed under section 408 of the Companies Act 2006
and has not presented its own Statement of comprehensive income in these financial statements. The profit
after tax of the Company for the year was £111,129 (2016: £848,504).

The financial statements were approved and authorised for issue by the board on 23 September 2018 and

were signed on its behalf.by:

A D Stevens
Director

The notes on pages 17 to 31 form part of these financial statements,

Page 12



FAM Services Limited

Consolidated statement of changes in equity
For the year ended 31 December 2017

Balance at 1 January 2016’

Total comprehensive (loss)fincome

Profit.for the year

Unrealised gain on translation of overseas
subsidiary

Transfer of previously recognised loss to turnover
upon maturily of derivative contracts

Unrealised 10ss on derivative contracts

) AT

Total compreh for the year
Transactions with owners

Repayment of capital to non-controlling interests
Capital contributed by non-controlling interests
Payments to non-controfling interests

Total transactions with owners

Balance-at 31 December 2016

The notes on pages 17 to 31 form part of these financial statements.

Tctal

-aquily

attributable

Called up Share  Cash fiow Forelgn  Profitand  t6-ownérs Noén-

shgre  :premium hedge  exchange foss. ofthe  controlling Totat
capital account reserve: reserve account: Company interest equity
£ £ £ 3 £ £ £
437,500 667,011 (178,261) - 734,650  1,660,8C0 657,648 2,318,548
- - - - 772,376 772;375 3,600,543  4:372,919
- - - 16,691 - 16,691 - 16,691
- 178,261 - - 178,261 : 178,261
- - (417,811) - - (417,811% - (417,811)
- (239,550) 16,691 772,376 549,517 3,600,543 4,150,060
- - - - (5,000) (5.000)
. _ - - - - 10,000 10,000
- - - - - - (1.950,601) {1,950,601)
- - - - - - (1.945,601) (1,945:601)
437,500 867,011 (417.811) . 16,691 1,507,026 2,210,417 2,312,580 4,523,007
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FAM Services Limited

Consolidated statement of changes in equity (continued)

For the year ended 31 December 2017

Balance at 1 January 2017

Total comprehansive-{loss)/income
Profit for the year

Unrealised.loss on translation of overseas
-subsidiary

Transfer of previously recognised loss to.
‘urnover:upon maturity of derivative contracts

‘Unrealised gain. on derivalive contracts

Total comprehensive incomef{loss) for the
year

Transactions with owners
Payments to non-controlling interests

Balanca at 31 December 2017

Total
‘equity,
' ) ) ) attributable
Called up Share  :Cash fiow Foreign:  Profitand-  to owners’ Non-
share premium hedge  exchange: loss~ ofthe: controlling.
capital’ account’ reserve reserve -account’ Company interest ‘Total 'équity’
£ £ £ £ £ £ £ £
437,500 667,011  (417,811) 16,601 1,507,026 2210417 2,312,500 4,523,007
- - - . 198,044 198,044  9,240,75¢ '8,438:803
- - - (4.408) - (4,408) - (4:408)
- 47,811 D v X3 - 417,811
- - 254,234 - - 254234 - 254,234
- - 672,045 (4,408): 198,044 865,681 9,240,759 10,106,440
‘ . - - - - (7.268,147) (7,268,147)
437,500 667.011 254,234 12,283 1,705,070 3,076,008  4,985:202: 7,361,300 .

The notes on pages 17 to-31 form part of these financlal statéments:
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FAM Services Limited

Company statement of changes In equity
For the year ended 31 Dacember 2017

Cailled up Share  Profitand o
Share  premium loss Total
capital accourit account equity
£ £ £ £
Balance:at 1 January 2016 437,500 667,011 135,725 1,240,236
Total comprehensive income for the year
Profit for the:year - 848504 848,504
Balance at 31 Deceinber 2016 437500 667,011 §84220 2,088,740
Called up Share  Profit and ‘
share premium loss Total
capital account account eqgiity’
£ £ £ £
Balanceat 1 January 2017 437,500 667,011 984,229 2,088,740
Total comprehensive income for the year v - B
Profit for the year - : 111,129 111,129
Balance at 31 December 2017 A437..500 6687.011 1,085,358 2,199,869

The notes.on pages 17 to 31 form part of these financial statements.
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FAM Services Limited

Consolidated statement of cash flows
For the year ended 31 December 2017

Cash flow from operating activities
‘Profit for the year

Adjustments.for:

Depreciation of property, plant.and equipment

.Gain on financial asséts held at fair. valué

Interest receivable and similar incomée.

Crystallisation of open derlvativé contracts

Taxation charged to statement of comprehensive income
Increasa in debtors

Increase in creditors

Corporation tax pald

Income tax paid

Unrealised (loss)/gain on translation of foreign subsidiary

Net cash generataed from operating activities

Cash flow from investing activities
Purchase of tangible fixed assets

Purchase of unlisted and other investments
Proceeds from disposals of unilsted and other
Investments

Interést recelved

Net cash used in investing activities
Cash flow from financing activities
Distributions paid to non=controlling interests

Capital repaid to non-controlling Interests
Capital introduced by non-controlling interests

Net cash used In financing actlvitias

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at the end of the year

The notes on pages 17 t0.31 form part of these financial statements.

2017 2018
£ £
9,438,803 4,372,919
224,779 265,870
(42,848) (11,710)
(3,254) (1,098)
(108,130) 98,166
165,249 286,285
(768,935) (208,315)
345,074 2,364,774
(189,255) (247,038)
- +(25,850)
{4,408) 16,691
9,047,975 6,910,894
(60,555) (106,211)
(487,799) (215,097)
22,209 2,018
3,254 1,098
(522,801) (318,192)
(7,268,147) (1.950,601)
- (5.000)

- 10,000
(7.268,147) {1,845,601)
1,256,937 4,647,101
7,018,733 2,371,632
8,275,670 7,018,733
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FAM Services Limited

Notes to the financial statements
For the year endéd 31 December. 2017

1.  General information

The Company is a limited habnhty company registered in England The registered office and principal place
of business is Marble Arch House, 86 Seymour Street, London, W1H 5BT,

24

2.2

23

Accounting policies

Basis of preparation of financial statements

The financial statements have been prepared on the going. concern basls under the historical cost
convention and in compliance with Financial Reporting Standard 102, the Financial Reporiing
Standard applicable in the United Kingdom and the Republic of Ireland ("FRS 102") and the
Compames Act 2008.

The preparation of financlal statemenits.in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in applying the Group's
accounting policies (see note 3),

Basis of consolidation

The consolidated financial statements present the results of Company and its subsidiaries detailed’in
note 10 ("the Group"). Intercompany transactions and balances between group compariies are
therefore ‘eliminated in full.

The consolidated financlal statements Incorporate the results of business ¢ombinations using the
purchase method. In ‘the Statement of financial position, the acquiree's identifiable assets, liabilities
and contingent liabilities are initlaily recognised at their fair values at the acquisition date. The results
of acquired operations are included in the Consolidated statement of comprehensive income from the
date on which control is 6btained. They are deconsolidated from the date control ceases.

Going concern

The Company remains dependent on the performance of the LLP through the reimbursement of
expenses and profit allocation in order to be profitable. The director is not aware of any reason that
this agreement will be terminated in the foreseeable future. The nature of the agreement with the LLP
allows a high degree of certainty that the Company will continue to be profitabie and, historlcally, the
Company has received Income In a timely manner in order to manage its obligations (which are
relatively predictable in nature).

The future profitability of the Group is dependent on the LLP and on maintaining a consistent level of
assets under management from which {o generate future revenues.

The director has reviewed operating and cash flow forecasts for a period of at least 12 months from
the date of this report and is confident that the Company and the Group has sufficient resources to
settle its liabilities in the ordinary course of business and is a golng concern. As such the consolidated
financial statements have been prepared on a going concern basis.
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FAM Services Limited

Notes to the financial statéaments (contmued)
For the year ended-31 December 2017

2.

Accounting policies {continued)

2.4

2.5

26

Foralgn currency translation

Functlonal and preésentation currency

The funcnonal currency of the Company, Nominees and the 'LLP and the Group's presentational
currency is Pound Sterling. The functional currericy of the US LP is US Doliar (%) and the functional

currency of GMBH Is Euro (“€7).
‘Transactions and balances

Forelgn currency transactions are translated Iinto the functional currency using the spot exchange

rates at the dates of the transactions.

At each period end foreign currency monetary ltems are transiated Into the functional currency-using
the closing rate. Non-monetary items measured at historical cost are translated usmg thé exchange
rate at the date of the transacétion and non-monetary items measured at fair. value are measured using

‘the exchangse rate when fair value was determined.

Foreign exchange gains and losses resulting from the settiement of transactions and from the
translation at period-end exchange rates of monetary dssets and llabllitles deénominated in foreign
currencies are racognlsed in the Consolidated statement of comprehensive income.

-On consolidation, the results of overséas operations with a different functional currency are translated

into Stérling at rates approximating to those ruling when the transactions took place. All assets.and
liabilities of overseas operations are translated at the rate rulmg at the reporting date. Exchange
differences arising on translatmg the openmg net assets at openmg rate and the results of overseas

Turnover

Turnover Is recognised on an accruals basis to the extent that it Is probable that the economic benefits
will flow to the Group and the revenue can be reliably measured. Tumover Is measured as the fair
value of the consideration recelved or recelvable, excluding discounts, rebates, value added tax and
other sales taxes.

Revenue from fund management services is recognised in the period that the management services
are performed and Is based on an agreed percentage of the total funds undér management of
underlying funds. Performance fees are based on the performance of the funds unider management’
and thus cannot be reliably determined until such time as they have crystallised and performance has
been confirmed. As such performance fee revenue is only recognised when the fee has been
crystallised.

Expenses

Except as noted below, expenses are recognised on.an accruals basis in the period that the expenses
-are incurred.

Page 18



FAM Services Limited

Notes to the financial statements (continued)

For the year ended 31 December 2017

2,

Accounting policies {continued)

2.7

238

2.9

Operating leases

‘Operating leases are those leases -where the Group has use of an asset but where significantly all
fisks and rewards of ownership remaln with the lessor and- the lease térm is not expected to be a
significant portion of the uséful life of the asset.

Rentals payable under operating leases are charged to the Statement of comprehensive income on
a stralght line basis over the term of the lease,

Any incentivés to enter .into -an operating lease are credited to the Statement of- comprehensive
income as a reduction of the rental expense on:a straight line basis over the term of the lease.

Employee benefits

Short term employee benefits:

Short term employee benefits are recognised in the Statement of comprehensive income in the period
that services are received from employees on an accruals basis.

Long term emplayee benefits:

‘The Group has implemented a deferred bonus plan whereby a portion of the annual staff incentive

granted to employees Is deferred for a specified term, curréntly three years. The deferred incentive
vests and becomas payable in equal tranches with each trariche payable annually on the anniversary
of the grant date. The deferred incentive Is charged to the Statement of comprehensive income on an
accruals basis over the pefiod that each tranche becomes payable.

Pensions
Defined contribution pension plan

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

The contributions are recognised as an expense In the Consolidated statement of comprehensive
income on an accruals basis when they fall due. Amounts not pald are shown in accruals as a liability
in the Statement of financlal position. The assets of the plan are held separately from the Group in
independently administered funds.

2.10 Interest income

Interest iricome is recognised in the Consolidated statement of comprehénsive income using the
effeclive interest method.

2.11 Taxation

Current and deferred taxation

The tax -expense for the year comprises current and deferred tax. Tax Is recognised in the
Consolidated statement of comprehensive income, except that a charge atiributable 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.

Page 19
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Notes to the financial statements _(Qqntinu,e,d)

For the year ended 31 December 2017

2

Accounting policies {continued)

2.11 Taxatlon {continued)

The current Income {ax charge Is calculated based on the tax rates and Iaws that have been enacted
or substantlvely enacted by the reportmg date in the countries wheré the Company ‘and the Group
operate and generate income.

Deferred tax balances are recognised In respect of all timing dlifferences that have originated but.not
reverséd by the Statement of financial position date, except that, the recognition of deferred tax assets
is limited to_the extenit that It is probable that they will be recovered against the reveérsal of deferred
tax liabilities or other future taxable profits,

Deferred tax is detérmined using tax rates and laws that have been enacted or substantively enacted
by the réporting date.

Income tax A

Income tax represents the fax on the daterred profit allocations made to non- -contralling Interests by
the LLP. The income tax is assessed ori the LLP and Is not recoverable from the non-controlling
interests. The Income tax Is thus recognised as an expense In the statement of comprehensive
income in the perlod that the profits arise and is calculated based on the tax rates and laws that have:
been enacted or substantively enacted by the reporting date.

2.12 Tangible assets

Tangible fixed assets under the cost mode! are stated at historical cost less accumulatéd depreciation
and any accumulated impairment losses. Historlcal cost includes’ expenditure that is directly
atiributable to bringng the asset to the location and condition necessary for it to be capable of

‘operating in the manner intended by management.

Depreciation Is charged so as to allocate the cost of assets less thelr residual value over thelr
estimated useful lives, using the straight:line meéthod.

Dspreciation Is provided on the following basis:

Leasehold Improvements - Qver the lease term
Fixtures and fittings - 4 years straight line
Office equipment - 3 years straight line
Computer equipment - 3 years straight line

2.13 Financial instrumants

The Group has opted to apply the measurement and recognition criteria set out ih Chapters 11 and
12 of FRS 102,

214 |nvestments

Investments in subsidiaries are measured at cost less accumulated impairment. Any impairment is
recognised in the Statement of Comprehensive Income
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FAM Services Limited

Notes to the financial statements (continised)
For the year ended 31 Dacember 2017

2.

Accounting policles (continued)
214 Investments {continued)

Unlisted investments are initially recognised at the transaction price and are subsequently recognised
-at_fair value. Where a reliable fair value is not available for unlisted Investments. then those
investments are measured at cost less accumulated impalrment. Investments held at fair value are
remeasured to markel value at each teporting date. Gains and losses on remeasurement are
‘recognised in the Statement-of comprehensive income for the period.

2.15 Debtors

Short term debtors are measured at {ransaction price, which equates to the amount expected to be
recelved by the Group on settiement, less any impairment. Loans receivable are measured initlally at
fair valus, net of transaction costs, and are- measured subsequently at amortised cost using the
effective interest method, less any Impalrment:

2.16 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. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known amounts
of cash with insignificant risk of changde In value.

2.17 Creditors

Short term creditors are measured at the transaction pricé, which equates to the amount expected to
the paid by the Group to settle the obiigation. Other financial liabilities, including bank loans, are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method.

2.18 Derivatives and hedge accounting

The Group uses forward foreign curfency contracts to reduce exposure to foreign exchange rates,
Derivative financlal instruments are initially measured at fair value on the date on which a derivative
contract is entered into and are subsequently measured at fair value through profit or loss. Derivatives
are carrled as assets when the fair value is positive and as liabilitles when the fair value is negative.
The fair value of the forward currency contracts is calculated by reference to current forward exchange
contracts with similar maturity profiles.

Hedges of forecast transactions are ireated as cash flow hedges. The effective portion of the cash
flow hedges is recognised as other comprehensive income In the Cash flow hedge reserve and is
released against profit and loss when the forecast transaction is included In profit and loss. The
in-effective portion of the cash flow hedges is recognised in-the Income statement In the period that
it occurs.

2.19 Non-controlling interests

Non-controlling interests represent capital contributions made by the LLP members ard profits
attributable to those members,. net of draws taken in anticipation of profit allocations from the LLP.
The capital amounts and profits are payable at the discretion of the Designated members of the LLP,
which Includes the Company.
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FAM Services Limited

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

3. Judgiments In applyinig accounting policies.and key sources of estimation uncertainty

In applying the Group's accounhng pohcles. the director may be required to make [udgements ard
estimates that could impact the amounts réportéd for assets and liabilities as at the Statement of financial
position date and the amounts reported for reventes and expenses dufing the year,

The dlrector considers the following to be slgniﬂcant accounling judgements made during the year
. Valuauan of investmeénts

o Effectiveness of cash flow hedgés

] The value of the deferred Incentives that is expacted to vest and become payable.

The director's éstimates are based on thé evidence availablé at the time; inciuding historical. -eXperience
dnd other factors that are considered to.be applicablé. Dué to the inherent subjectivity involved in making
such estimdtes, the.actual results and outcomes may differ. Estimates are reviawed on an on-going basis
and revisions to accounting estimates are recognised In the year in-which the estimate is revised:

The director is niot aware of any ‘significant sources of estimation uncertainty In the preparation of the
financlal statements.

4, Turnover

Turnover is éarned from the following classes of business:

2017 2016

£ £

‘Management fees 26,023,424 18,950,317
Other income 18,220 =

26,041,644 18,050,317

Turover was earned from the following destinations:

2017 2016

£ £

United Kingdom 10,239,182 7,023,702
Rest of Europe 2,983,583 1,422,169
Rest of the world 12,818,879 10,504,446

26,041,644 18,950,317

Fees arise from services provided to clients from the Group's registered place of business in the United
Kingdom.
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FAM Services Limited

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

5.  Operating profit

2017 2016

£ £

Depreciation of tangible assets 224,779 265,870
Fees payable to the Company's auditor for: 7

- The audit of these financial statements 31,000 31,000

= the audit of the Group's subsidiaries pursuant to fegislation 7,000 7,000

Foreign-exchange differences :59,163 (25,591)

Other operating lease rentals . 716,385, 713,437

The remuneration of thé:Company's diréctor is borne by the LLP through memibeér allocations. These are
not recharged to the Company. The costs associated with the services that the director provides to the
Company are considered to repreésent a small proportion of the overali responsibliities performed by the
director on behalf of the wider group and, accordingly, it is not considered feasible to allocate a proportion
of the director's overall remuneration to the Company.

The auditor did not receive any remuneration In respect of non-audit services provided during the year
(2016: £nil).

6. Employees

Staff costs were as follows:

2017 2016

£ £

‘Wages and salaries 7,890,303 7,441,087
Social security costs 979,346 579,180
Pension contributions’ 236,003 216,679
9,105,652 8,236,926

The average monthly number of employees of the Group, including the director, during the year was as

follows:
2017 2016
No. No.
Investment management 45 49
Office and administration 8 2
53 51

7. Interest receivable and similar income

2017 . 2016
£ £
Bank interest receivable 3,254 1,098
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FAM Services Limited

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

Taxation

‘Corporation tax:

Curfant tax on profits for the year

Adjustments-in respect of previous periods

Income tax-on deferred profits

income tax adjustments in respect of previous perlods

Foreign tax: -
Foreign tax onincome for the year.
Total current tax

Deferred tax:

Origination and reversal of temporary differences
Effect of changes in tax rates

Total deferred tax

Taxation on profit on ordinary activities

Factors affecting thie tax charge for the current year

16

2017 2016
£ £
174,197 198,264
(26) 25
76,050 58,050
- 17,100
250,221 273,439
(745) 6,833
249,476 280,272
(85,401). ‘5,762
1,174 251
(84,227) 6,013
165,249 286,285
2017 2016
£ £

The reasons for the difference between the actual tax charge for the year and the
corporation tax in the United Kingdom applied to profits for the year are as follows:

Profit for the financial year before taxation

Profit on ordinary activities multiplied by the standard rate of
corporation tax in the UK of 19.25% (2016: 20%)

Effects of:

Expenses not deductible for tax purposes

Nori-taxable income

Capital allowances in excess of depreciation

Depreciation In excess of capital allowances

Adjustment for differences in taxes paid by foreign subsidiaries
LLP profits subject to higher rate

Profits aftributable to non-controlling interests

Prior year adjustment

Effect of change in rate of tax

Total taxation

standard rate of

9,604,052 . 4,659,204
1,848,780 931,841
38,843 32,590
(8,248) -
(19,610) :

- 11,017
(17,539) (1,960)
43,518 32,250
(1,721,643) (736,829)
(26) 17,125
1,174 251

' 165,249 286,285
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FAM Services Limited

‘Notas to the financial statements (contmued)

For the year ended 31 December 2017

10.

Taxation (continued)

Factors that may affect future tax charges

The UK Government legislated in the Finance (No.2) Act 2016, which recelved Royal Assent on 18
November 2016, to reduce the standard rate of UK corporalion tax to 18% from 1 April 2020. In the 2016
Finance Act, which received Royal Assent on 15 September 2016, the Government announced a further
reductlion in the rate of corporation tax to.17% from 1 April 2020. The réduced rates of UK corporation tax

will affect future cash tax paymerits made by the Company

Tangible assets

Group and Company

Cost:

At 1 January 2017
Additions .
At 31 December 2017
Depreciation:

At 1 January 2017
Charge for the year
At 31 December 2017

Net book value:

At 31 December 2017
At 31 December 2016

investments
Group

Cost or valuation

At 1 January 2017
Additlons
Revaluations
Proceeds on disposals

At 31 December 2017

Leasehold

: Fixtures Office Computer

Improve- e ki -
ments and fittings equipmeént equipment Total
£ £ £ £ £
1,038,011 395,484 37,744 1,136,550 2,607,789
. 403 3,957 56,195 60,555
1,038,011 395,887 41,701 1,192,745 2,668,344
268,986 204,123 36,407 998,057 1,507,573
106,780 22,487 2,077 93,435 224,779
375,766 228,610 38,484 1,091,492 1,732,352
662,245 168,277 3,217 101,253 935,992
769,025 191,361 1,337 138,493 1,100,216
Unlisted
investments
£
260,451
487,799
42,848
(22,209)
768,889
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‘FAM Services Limited

Notés to the financial statements (continued)

‘For the year éenidéd 31 December 2017

10.

Investments (continuéd)

The unlisted investments compriseé holdings in the Funds managed by the LLP. These are held at fair value:

'through profit or loss with the faii value being based on ‘the net asset values provided by the fund

admlnlslrators The fund net asset values are equivalent to the falr value of the funds and are.-level 2

,valuahon inputs.

lnvestments with a mrrymg value of £412,120 (2016 £210 ,729) are held tnder the Group's deferred

incentive scheme.
‘Company Investments
. in
subsidiaries.
Cost:’ B B
At1 January 2017 2,335,001
Additions 160,000
At 31 Dscember 2017 2,495,001

The addition represents a further capital contribution made to the LLP In. order to maintain sufficlent
regulatory capitai in the LLP.

Subsidiary undertakings

The following were subsidiary undertakings of the.Company:
Country of  Class of

Name incorporation shares Holding Principal activity

Fulerum Asset England Capital 75.95% Providing investment management and
Management LLP advisory services

Fulcrum Asset usa Capital 75.95% Providing marketing services
Management LP '

Fulcrum Asset USA C_apit_al 75.95% Providing investment mahagement
Management GP services
LLC (The entity is dormant)

Fulerum Asset Germany Capital 75.95% Providing marketing services
Management
GmbH

FAM Services England Ordinary 100% ‘Acting as a nominee entity

Nominees Limited
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FAM Services Limited

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

1.

12.

13.

Debtors
Grotip Group Company Company
2017 2016 2017 2016
£ £ £ £
Trade debtors 40,834 38,975
Amounts owed by-group. ; . "
undertakings 215,368 125,615 2'5__40'4,5_4' 2,750,611
Other-debtors 683,004 117,817 117,747 86,042
.ilr"r:br:ha.)éments and accrued 2,347,990 2,274,829 363,108 363,013
Deferred taxation 16 89,190 4,963 90,261 4,963
Derivative financial Instruments 15 254,234 - - -
3,630,620 2,523,224 3,150,545 3,204,629

Amaunts.owed by group undertakings are unsecured, interest free and repayable on demand.

Cash and cash equivalents

Group Group Company Company

2017 2016 2017 2016

£ £ £ £

Cash at bankand In hand 8,275,670 7,018,733 842,461 148,401
Creditors: amaounts falling due within one year

Group Group Company Company

2017 2016 2017 2016

£ £ £ £

Trade creditors 104,224 92,483 87,873 88,713

Amounts owed to group

undertakings 100,424 63,686 - -

Corporation tax payable 172,460 198,289 176,460 198,289

Income tax payable 125,550 49,500 - .

Other taxation and social security 295,854 139,780 176,795 139,780

Other creditors 274,592 126,199 266,099 125,319

Accruals and deferred income _ 5,176,767 5,183,759 4,320,803 4,147,406

Derivative financial instruments 15 - 525,941 - .

6,248,871 6,379,617 5,024,130 4,699,507

Amounts owed to group undertakings are unsecured, interest free and repayable on demand.

Page 27



FAM Services Limited

Notes to the financial statenients (cofitinued)
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13.

14.

Creditors: Amounts falling due within oné year (continued)

Inclided in accruals and deferred income disclosed above is an amount of £154,746(2016: £115,656)
representmg the portion of the deferred incentive that has beén charged to the statement of
comprehensive income .during the year. At year end, the unvésted portion of the deférred incentive
amounted to £99,776 (2016: £73, 597). included within that amount is a total of £22,499 (2016: £21 027)
in respect of deferred incentives that have vested but are only exerclsable and payable after more than
one year’ from the slatemen’( of financial poslhon date.

Financial instruments-

Group Group Company Company

2017 2016 2017 2016

} £ £ £ £

Financial assets

Financial assets measured at A i _ o

fair value through profit or loss 768,889 260,451 150,163 196,313

Financial assets measured at » 7 , o

amortised cost 939,206 2,015,589 2,697,176 2,555,862

Financial assets that are-equity

instruments measured at cost _
less impairment’ - . 2,495,001 2,335,001
Derivative financial Instruments

designated as hedges of

fluctuations in foreign ,

currencies ' 254,234 - a ) -

1,962,329 2,276,040 5,342,340 5,087,176

Financlal liabilitles
Derivative financial instruments
designated as hedges of
fluctuations in foreign

currencles - (525,941) E -
Financlal liabllitles measured at
amortised cost (5,856,007) (5,466,107) (4,674,875) (4,361,438)

(5,656,007) (5,992,048) (4,674,875) (4,361,438)

Financlal assets measured at falr value through profit or loss comprise the fund Investments disclosed in
note 10.

Financial assets that are classified as equily instruments measured at cost less impairment comprise the
Company's investments in its subslidiaries as. disclosed in note 10.

Financial assets measured at amortised cost comprise debtors disclosed in note 11 but excludes
prepayments and taxes recoverable.
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For the year ended 31 December 2017

14,

18.

16.

Financial instruments (continued)
‘Derivative financlal instruments Included in note 15 are forward foreign exchange contracts.

Financlal liabllitles measured at amortised ¢cost comprise creditors disclosed in note 13 excluding taxation
payable and the financial instruments which are derivative financial instruments.

Derivative financial instruments

The financial instruments included in hote 11 represent the fair value of the forward currency coritracts in
place at the year end. Forward currency contracts are used to mitigate the risk of fluctuations In the
expected net revenue of the LLP that.is denominated in foreign currencies. The LLP's revenue is quoted
primarily in US Dollars (*$") and Australian Dollars, (*AUS$" and thus the LLP focuses on hedging the risks
of flictuations in revenue quoted in those currencies.

At year end the principal amount of forward cohtracts.amounted to $5,400,000 (2016: $5,300 ,000) and
AU$9,100, 000 (2016: AU$9,100,000). The total contractual redemption value of all forward contracts at
year end amounted to £9, 443,063 (2016: £9,134,922).

The forward currency contracts are a hedge.against the variability of the cash and cash equivalents and
accrued income held in foreign currency by the LLP of $2,360,595 (2016: $2,639,604) and AU$899,989
(2016: AUS$2,415,795) and future forecast nel revenue of $3,039,405 (2016: $2,660,396) and
AUS$8,200,011 (2016:. AU$6,684,205) which Is expected to be recoghised as a component of operating
profit over the period to the end of October 2018 (2016:. October 2017).

During the year, an amount of £417,811 (2016: £178,261) was transferred to the statemert of

comprehensive income from the cash flow hedge reserve in respect of the forecast transactions that

.occurred during the year and were recognised in turnover to offset against the corresponding change In

the forecast turnover. An unrealised gain of £254,234 (2016: loss of £417,811) on the forward currency
contracts expected to mature over the next year has been recognised In other comprehensive income
while a gain of £nil (2016: loss of £98,166), representing the inéffective element of the hédge relationship,
has been charged direclly to the income statement. These unrealised gain and losses will be offset.in the
future by an increase In the cash flows expected from the hedged items-as a result of the changes in the
foreign currency exchange rates.

Defarred taxation

Group Company

£ £

At beginning of the year 4,963 4,863
Credited to the statement of comprehensive income 8 - 84,227 85,298
At end of the year 89,190 90,261
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16.

17.

18.

19.

20.

Deferred taxation (continued)

“The deferred tax asset Is made.up as follows:

Group Group Company ‘Company
2017 2016 2017 2018
£ £ £ £
Accelerated capltal aflowances 4,963 4,963 6,048 4,963
Income taxed in advance of receipt. . - 1,071 -
Expenses deductible when paid 85,175 - 85,175 _ .
86,1080 4,963 20:261 4,963
.Share capital

Company.:  Company
2017 2016
£ 3

Allotted, called up and fully paid.
437,500 (2016: 437,500) Ordinary shares of £1 each 437,500 437,500

Pension commitments

At the year end pension contributions forthe year totalling £26,079 (2018: £1.471) were payable.

Commitments under operating leases

At 31 December 2017 the Group and the Company had future minimum lease paymernts under

non-canceliable operating leases as follows:

Group Group Company Compéany

2017 2016 2017 2016

£ £ £ £

Not iater than 1 year 713,958 713,858 713,958 713,058

Later than 1 year and not later 2,855,830 2,855,830 2,855,830 2,855,830
than § years

Later than 5 years 765,768 1,468,726 755,768 1,469,726

4,325 557 5,039,514 4,325,557 5,039,514

Related party transactions

Fulcrum Asset Management Limited, the Company's parent;
During the year, the Group charged Fulcrum Asset Management Limited a total of £4,557,450 (2016:
£10,980,212) for management and performance fees: These amounts were settled during the year. At
year end thé balance due from Fulcrum Assét Management Limited was £70,069 (2016: £61,929).
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20;

21.

Related party transactions

Key management personnel

The key management persaninel of the Grotiip are the:Company's director and the ncn-controllmg interests
who-are members of the LLP. The aggregate. of transactions with key management personnel is'disclosed
in'the: consohdaied stalement of changes in equity'on page 14:and In note 5.

Ultimate parent ompany and 'con't‘rdlling p'a’rt”y'

The. Companys immediate and- ultimate parent undertaking Is Fulcrum Asset Management lelted a
company registered in’ the Cayman Islands

The Group headed by the Company is the largest and smallest group that prepares consalidated financial
statements which include’ the results and financial position of the Company.
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