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European Capital Fund Management Limited,

Strategic Report for the year ended 31 December 2016

The directors present their strategic repart for the year ehd‘e_d"fn December. 2016.

Numbers within this repert are-in thousands, unless. otherwise indicated.
. Review of business and key performance indicators

The. pnncrpal actwny of the Group is to provide ‘marketing, investment management:and advisory services'to a
‘small number of debt focused Alternaive Investment Funds ("A!F")

The key financial and other performance indicators during the year were as follows’

I}

_ Yéar ended ‘Period ended
31 December 31 Decemiber
2016 2015
€ 000: € 000
Reévenue 5,560 2,246 .
Operating loss: (5:874) 3.055)
Loss attributable; to the: Coritpany s ‘equity. ofder (5,651) €3.075),
Bquity sharehalder’s funds ) 3,728 2,891

The directors feél that business has perforted broadly. imline with expectations with regards to rts fundralsmg
activilies.

European. Capital Fiind Management Lifrited’s (“ECFM" or “the Company’) pnncupal activity is to. provide
marketing, investmeént. management ‘and adwsory services to @ small humber of debt focused. Alternative
ifivestment. Funds -(“"AlF"): ECFM currently: has an' investment management agreement. in plate with the
EurOpean Capital UK SME Debt: Fund LP the-European Capital Private Debt Fund LP-and theEuropeanxCapntal
Private Equity 1 SCSp (“the Funds®).

European Capital UK SME Debt Fund LP has-£100 million of capital commitmients focused: an,, providing credit
selutions for UK. Sponsened transactxons for businesses with: less. than £100 million:.in revenue. The: Eurepean
Capital Private: Debt Furd LP has in place’ subscnptxon ‘adreements for:a total of €473 million in ocmmltments
up-front €387 million s, of 31 December 2016, The Euragpean. Capital Private: Equnty 1.SCSp Fund: has totat
commitments of €100 million.

The difectors: consider that the: prindipal rusk facing the Group i§ its: abﬂlty to raise sufficient eapltal for- uts next
praspective fund. Itis expected that a mew fund; will. be launéhed. in 2017 with fundraisirig, efforts- ‘commencing
in the second quarter. Wittrthe suceessful: deploymerit of the majority of’ the Group's existing fund ¢ormmitinents,
the -new fund will be heeded to grow and maintain the: Group s potential irivestment management incame;. by
inereasing assets under management ("AUM") -while- replacmg assets.as they are realised in the.existing Funds.
During: 2016; the Funds deployed a: sngmf tant proporuon of their total commltments of €692 (2015 €524
million), with AUM totalling. €548millien (2015: €277 mllllon) The board expect the AUM figure to continue: to
increase during 2017.

ECFM: have the team' required to manage the, funds in place, having scaled' its operatioris arid procedures‘ in
2016°to the: appropnate»sfze for.current and forecast activity levels:

In January 2017, the immediaté and. ultimate.centrollifig party thanged as-described: iri note 13 and nate: 14.-6f
the financial statements..

Hugh Phﬁllxps
Director, Dateé: 18 April 2017



European Capital Fund Management Limited
Directors’ Report for the year ended 31 December 2016

‘Numbers within the Directors’ Report are in thousands.

The directors present their report and audited consolidated financial statements of the Group for the year ended
31 December 2016. The Group consists of:

European Capital Fund Management Limited
European Capital UK SME Debt 1 Limited
European Capital UK SME Debt 2 Limited
European Capital UK SME GP LLP
European Capital UK SME Carry GP LLP
European Capital Private Debt 1 Limited
European Capital Private Debt 2 Limited
European Capital Private Debt GP LLP
European Capital Private Debt Carry GP LLP
European Capital Private Equity 1 GP S.a. fil.

A number of items stated in this Directors' Report have also been included in the Strategic Report outlined on
page 2.

International Financial Reporting Standards

The directors have prepared the consolidated financial statements for the Group and the Company under EU
endorsed International Financial Reporting Standards, IFRIC interpretations (together "IFRS") and in
accordance with the Companies Act.2006.

Principal activity
The principal activity of the Group is to provide marketing, investment management and advisory services to a
small. number of debt focused Alternative Investment Funds (“AlIF”).

On 16 July 2014 ECFM was granted authorisation from the Financial Conduct Authority: ("“FCA") with the
registration number 611379. This authorisation was further enhanced on 8 September 2014, when the FCA
granted authorisation to ECFM to act as an Alternative Investment Fund Manager (“AIFM”) and to conduct cross
boerder marketing of Alternative Investment Funds to. professional investors in other EEA states. The company

also operates in France where it has a registered branch.

Future plans

It is expected that a new fund will be launched in 2017 with fundraising efforts commencing in the second
quarter. It is envisaged that that the new fund will be similar to existing funds in terms of structure and in its
principal activity of providing debt financing to private companies..

Change of company name
On 25 March 2016, European Capital Debt Management Limited changed. its name to European Capital Fund
Management Limited.

Ares Capital Corporation’s (NASDAQ: ARCC) acquisition of American Capital

On 3 January 2017, the. acquisition of American Capital was completed by ARCC and ECFM is now a wholly-
owned subsidiary of vy Hill Asset Management, L.P., a wholly-owned portfolio company of ARCC (see note 13
and note. 14).

Functional currency

The consolidated and company financial statements are denomiinated in Euros and the directors consider Euros
to be the currency of the primary economic environment in which the Group operates.

Results: and dividends
The results for the financial year are shown on page 8. The directors do not recommend the payment of a
dividend.



European Capital Fund Management Limited
Directors’ Report for the year ended 31 December 2016 (continued)

Significant events

On 20 February 2017, a Sale and Purchase Agreement was signed for the subsequent sale of ECFM from lvy
Hill Asset Management, L.P. to LGT UK Holdings Limited. The transaction is expected to complete in Aprit 2017
(see note 13 and note 14).

Going concern

The financial statements have been prepared on a going concern basis.and it is the intention for the Company
to continue to be a going concern for the next. 12 months following approval of the financial statements. The
directors consider that the Company has sufficient liquid resources: to satisfy its upcoming commitments.
Directors

The directors who served during the year and up to the date of this report are detailed on page 1.

Directors’ interests
None of the directors have held any interest in the shares of the Group during the financial year or to date.

Creditor payment policy
For all trade creditors, it.is the Group's policy to:
» agree the terms of payment at the start of business with that supplier;
e ensure that suppliers are aware of the terms of payment; and
e pay in accordance with its contractual and other legal obligations.
In 2016, the majority of the invoices. the. Group incurred were recharges from entities under common control.

Risk management policy

The Group’s risk management policy and objectives are detailed in note 3 of the Consolidated and Company
financial statements.

Statement of directors’ responsibilities

The: directors are responsible for preparing the Annual Report and Consolidated and Company Fmancnal‘
Statements in accordance with applicable law and regulations.

Company law requires the directors.to prepare consolidated and company financial statements for each financial
year. The directors have prepared the Group financial statements: in accordance with IFRS as adopted by the
European Union. The financial statements are required by law to give a true and fair view of the state of affairs
of the Group and of the profit or loss of the Group: for the year.

In preparing these consolidated and company financial statements. the directors are required to:
e select suitable accounting policies and then apply them consistently;
e make judgments and estimates that are reasonable and prudent;
e ensure that these financial statements comply with IFRS as adopted by the European Union; and

e prepare the financial statements on a going concern basis, uniess it is inappropriate to presume that
the Group will continue in business.

The directars confirm that they have complied with the above requirements in preparing the consolidated and
company financial statements.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at.
any:time the financial position of the Group and to enable them to ensure that the financial statements comply
with the Companies Act 2006. They are also responsible for safeguarding the assets of the Group and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.



European Capital Fund Managément Limited
Directors’ Report for the year erided 31 December 2016 (continued)

The directors conf" irm: that so far.as. they, ‘aré aware, there'i is no relevant auditinformation of which the Group s
alrditér is unaware dand, the ditegtors; have taker all Stepsithat they ought to have taken.as directors:in rdér to

\y(:

make ‘themselves. aware. of any. relevant audit information and:to' establish that.thie. Groups audttor is:aware-of
that'inférmatior..

‘Auditor
 Young' UL have lndfcated their willingness to continue in office-and a. resolution.to: this’ effect:will be
h.pro osed at the, Annual GeneraI' Meetmg

(A 78

“on ehalf of the Board

Hagh Phillips. ,
Dikector: Date:; 18 April 2017 -

gl



European Capital Fund Management Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF EUROPEAN CAPITAL FUND
MANAGEMENT LIMITED

We have audited the finaricial statements of European Capital Fund. Management Limited ("the Company”)
forthe:year ended 31 December 2016 which comprise the Consolidated and Company Balance Sheéts, the
Consolidated -and Company Statements of Comprehensive lncome, the Consehdated and Company
Statemerits of Changes. in Equity, the Consolidated and Company Cash. Flow ‘Statemerits, and the related
notes. 1 to:14. The financial reporting framework that has been applied in their preparation is applicable law
and International Financial, Reporting Standards (IFRSs) as adepted by the: European Union.

This repart is made solely-to the Company’s inembers, as a body, in accordance with, Chapter 3 of Part 16
of the Comipanies Act 2006. Our audit work has been undertaken so that we msghtstate 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 aothier than, the
Company and the Company’s merbers as a body, for our audit work, for this repart, or for the dpinions: we
have formied.

Respective responsibilities of directors-and auditor

As.explaingd more: fully in* the: Directors’ Responisibilities. Statement set 6ut on 'page- 4, the directors' are:
responsiblé for the preparation of the fi nancial statements and for belng satisfied that they give a trué andi
fair view. Our, responsxbnlaty is; to audit and express an opinion on the fi nancual statements in accordance
with applicable law: and Interpational Standards on: Audkmg (UK. and Ireland). Those standards require us
to comply with the Audmng Practices Board's Ethical Standards. for Auditors.

‘Scopé of the audit of the financial statements

An auditinvolves. obtalnmg evidencé about thie amoiints and disclosures in the financial statements sufficient
to. give reasonable, assurance: that the financial statements. are free from material misstatement, whether
caused by fraud ar error. This jncludes an assessment of: whetter the accounting policies.are appropriate
to the Group’s and the parent.company’s drcumstances and have been consistently applied and adequately
disclosed; the reasonableness, of significant accounting estimates made by the directors; and the overall
presentatlon of the financial statements. In addition, we read all the financial and non-fi nanmal informatton
in.the annual report to identify material mconsustencxes ‘with the audited financial staterments, and fo identify
any information that is: apparently materially incorrect based on, .or miaterially mcensstent with, the

knowledge: acquired By us. in the course of perfarming the -audit. If we become: awarée of any apparent
material misstatements.or inconsistencies we ‘cansider the implications fof our report.

Opinion.on financial statements:
In our apinior:

e the financial statements give a true and fair view of the state.of the Grotip's and of the parent
company's. affairs as at'31 December 2016, and of the Group's and the parent camipany’s fesult
for the'y year then ended;;

e the financial statéments' have: tiéen properly prepared iy accerdance with IFRSs as adopted by
the Eurdpean Union; and

o« the ﬁnancnal statements have!beén prepared in-accordance with the requirements of the
Companies Act 2006



European Capital Fund Management Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF EUROPEAN CAPITAL FUND
MANAGEMENT LIMITED (CONTINUED)

Opinion on other matter prescribed by the Companies Act 2006

Based on the work undertaken in the course of the audit

» the information given in the Strategic Report and the: Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.

» the Strategic Report and the Directors’ Report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception

In light of the knowledge and understanding of the Company and its environment obtained in the course of
the-audit, we have identified no material misstatements in the Strategic Report.or Directors" Report.

We have: nothing to report in respect of the following matters where the Companies.Act 2006 requires us:to
report to you if, in our opinion:

e adequate accounting records have not.been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us; or

s  the parent company financial statements are not in agreement with the accounting records and
returns; or

e  certain disclosures of directors’ remunération specified by law are not made; or
e we have not received all the:information and explanations we require for our audit:

Cast o Gooag L

Andrew Jonathan Dann, FCA (Senior Statutory Auditor)
For and on behalf of Ernst & Young LLP,

Statutory Auditor

Guernsey, Channel Islands

pate: 25 Ame 20/ F
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European Capital Fund Management Limited

Assets

Non-cufrent dsséts:
Investrentin affiliates .
Total noén:current ass ets.

Gurréntassets
Trade and other receivables.
Amounts due‘ from entities ander

: ,\cash;equwalents
Total'currentassets.

“Tatal assets

quiiy‘ and (jabilities.

Capttal and: reserves

‘Ordinary shares

Foreign 2xChange feserve

Accurm tedt fasses

Tatal equltyshareholder ‘s fiinds-

Liabilities

. Craditors : anmounts falling due-

Jafler.more than ane year

Loan

Credltors amounts falling due
vwithm -one year

Trade,and otliet payables

“Other [@bilties’

Tatal fiabilities, -

Total equity and fiabilities.

Note

@i dp, .

‘Consolidated and Company Balance Sheets as at 31 December 2016

Group ;Gr"qup. Conipany Company

‘2016 2015. 2016 2015

€000 - € 000 €' 000 €000

< - 20 -

- - f - 20’ -
3,921 3273 3921 3,173

1:818 1,102 2,098 1,096,

*3,284 2,520 3,146 2,464

9,021 6,795 "85 6733

T 9021, 6,795 9,185 6,733
12,491 6,000, 12,491 6:000

3 LT . F

{8,760) (3;109) (8:819) . (3,140

“3.728. — 289t 3,672 2,860

2,506 - 2,506 Lo

‘2,506 v 2,508 =

o 409 307 409

2477 3,495 2700 3,464

2,787 3,804 T3,007 3873

9,021 6795 9,185 “E,733.

The eonselrdate,d and company f‘ nénmai swtements on pageS»a ta 23 were. approved By: thie. Baard' of

Hugh Philips
Birector.

Date: 18 Apiil 2017

The notes on pages 12'to 23, form an mtegral part of these cansolidated and company financial

statements.

v



European Capital Fund Management Limited
Consolidated and Company Statements of Comprehensive Income
for the year ended 31 December 2016 ~ '

Group Group Company. Company

Year ended Year ended Year ended Year énded
31 December 31 December 31 December 31 December

2016 2015 2016 2015

€ 000 € 000. €' 000 €' 000

Revenue 5,560 2,246, 5,453 2,174
Administrative expenses (11,434) (5,301) (11,354) (5,262)
Operating loss (5,874) (‘3;055') (5,901) (3,088)
Foreign exchange gain/(loss) 223 (20) 222 (20)
Loss for the year (5.651) (3.075) (5.679) {3,108)

All the above. activities relate to conti'huiﬁg operati

ons.



European Capital Fund Management Limited
Consolidated and Company Statemerits of Changes in Equity

for the year ended 31 December 2016

Group:

"Note

s at 4 Janoary 2015
85 gF Share Capital

Loss for the pefiod:

‘As.at 31 December 2015
.Isstie‘of ‘s'_haf'e’ é’;ﬁ'ftai &
Adaitional.paid ];i.céﬁitél : 8
iLoss faf the-year

Foreign exthahge
consolidatnon reserve

As-at'31 December 2018

Campany:

As:at t Janiiaty 2015

Issuie of 3haf64pial
“Loss;for the petiod

As at 37 Decgmber 2015
Ssuerof share:capital
Agitionial paid in' apital -8
L6 for thie year

As at-31'Décembef 2016

'OFdinary/shares
€000

3,500

2,500

“Ag’gu‘mu'at_e‘q
loss

€000

+(34)

(3,075)

* Foreigh

éxchdnge" Total,

€000 €000,

(3,675).

76,0007

~4/000"

- 2. ,4‘9.31:

3,109

— — =5
- 4,000
T
- ,(5.651)

(3)‘ -(,é’)’,

iz

@ 3728

Ordinary'shares
€'.000

. 3,500,

2500

(oss
€ Qo0

..‘-39

Ji

AFore lg "
exchange Fotal-
€ 000, € 0000

L
1

4000

2:494

76,000

(3, 1400

(8/679):

is
A
8.
g

s

T 2491

= 45679)

T (8,819),

T %672

12451

p -

The notes: on.pages 12 023 form.an irtegrdl pait of these: consolidated and company fianeial statements:.

100
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European Capital Fund Management Limited

Notes to the Consolidated and Company Financial Statements for the year ended
31 December 2016 (in thousands of Euros except share data)

1. General information and summary of significant accounting poli,cies

‘General information

European Capital Fund Management Limited (“the Company” or “the Group") provides marketing, investment
management.and advisory sérvices to a small number of debt focused alternative investment funds (“AlF").

The Company is a limited ligbility company incerporated and domiciléd in the United Kingdom. The address
of its registered office is 25 Bedford Streét, London, WC2E 9ES.

The Company’is authorised and regulated by the Financial Conduct Authority: ("FCA”) (under reference
number 611379). Permissions were granted to the Company on 16.July 2015.

Basis of preparation

The consolidated financial statements of the Group and the Company have beerr prepared in accdrdance
with EU Endorsed International Financial Reporting Standards: and IFRIC interpretations. (togettier “IFRS")
and the Companies Act 2006. The consolidated financial statements have been prepared under the historical
cost convention:

The: preparation of the consolidated and company financial statements. in conforrmty with IFRS requires the
use of certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Group's. acoountmg policies. The: dreas lnvolvmg a higher degree of judgment or
complexity, or areas: where assumptions: and estimates are 'significant fo the consolidated financial
statements; are disclosed in note'2:

Numbers: within the financial statemeats. are in thousands, uniéss otherwise: indicated:

(a) Standards issued but not yet effective

The standards and intérpretations that are issued, but not yet effective, up to the date of issiiance of the
Group’s financial statements are discloséd bielow. The Graup intends to.adopt these standards, if applicable;
when they becomeé efféctive.

IFRS 9 Financial Instruments

In July:2014, the IASB issued the final versiof of IFRS.9 Firiancial Irnstruments thatreplaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all
three: aspects 6f the accaunting for financial instruments project: classification. and measuremerit, ifpairment
and: hedge accounting. IFRS@'is effective for annual periods beginning on orafter 1 January 2018, with early
applicatior: permitted, @nd it is subject to EU endorsement. Except for hedge: accounting; fetrospective
application is required. but providing comparativer inforchation is not compulisory. For hedge accounting, the
requirements: are generally applied prospectively, with some limited exceptions..

The Group plans to adopt the new standard on the: required effective date. During 2015, the Group has
performed a high-level impact assessment of all three aspects of IFRS 9. This prehmlnary assessment is
basedon currently available information and may be subject to changes. arising fram: further detailed analyses
or additional reasonable-and- supportable information beirig made available to the Group in the future., Overall;.
the Group expects no significant impact on its balance sheet and equlty except for the effect of applyirig the
impairment requirements of IFRS 9: The Graup will performi a detailed assessment in the future to determine
the extent.

12



European Capital Fund Management Limited

Notes to the Consolidated and Company Financial Statements for the year ended
31 December 2016 (in thousands of Euros except share data)
1. General information and summary of significant accounting policies (continued)

e (Classification and measurement

The Group does not expect a significant impact on its balance sheet or equity on applying the classification
and measurement requirements of IFRS 9. it expects to continue measuring at fair value all financial assets
currently held at fair value. Quoted equity shares currently held as available-for-sale (“AFS") with gains and
losses recorded in Other Comprehensive income (*OCI") will be measured at fair value through profit or loss.
instead, which will increase volatility in recorded profit or loss. The AFS reserve currently in accumulated OCI
will be reclassified to opening retained earnings. Debt securities are expected to be measured at fair value
through OCI under IFRS 9 as the Group expects not only to hold the assets to collect contractual cash flows
but also to sell a significant amount on a relatively frequent basis.

The equity shares in non-listed companies are intended to be held for the foreseeable future. The Group
expects to apply the option to present fair value changes in OCI, and, therefore, believes the application of
IFRS 9 would not have a significant impact. If the Group were not to apply that option, the shares would be
held at fair value through profit or loss, which would increase the volatility of recorded profit or loss.

Loans as well as trade receivables are held to collect contractual cash flows and are expected to give rise to
cash flows representing solely payments of principal and interest. Thus, the Group expects that these will
continue to be measured at amortised cost under IFRS 9. However, the Group will analyse the contractual
cash flow characteristics of those instruments in more detail before concluding whether all those instruments
meet the criteria for amortised cost measurement under IFRS 9.

e Impairment

IFRS 9 requires the Group: to record expected credit losses on all of its debt securities, loans and trade
receivables, either on a 12-month or lifetime basis. The Group expects to apply the simplified approach and
record lifetime expected losses on all trade receivables. The Group expects. a significant impact on its equity
due to unsecured nature of its loans and receivables, but it will need to perform a more detailed analysis
which considers all reasonable and supportable information, including forward-looking elements to determine:

the extent. of the impact.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a five-step maodel to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for transferring goods or services to a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a
full retrospective application or a modified retrospective application is required for annual periods: beginning
on or after 1 January 2018, when the International Accounting Standards Board ("IASB") finalises their
amendments to defer the effective date of IFRS 15 by one year. Early adoption is permitted. The Group plans
to adopt the new standard on the required effective date using the full retrospective method.

During 2015, the Group performed a preliminary assessment of IFRS 15, which is subject to changes arising
from a more detailed ongoing analysis. Furthermore, the Group is considering the clarifications issued by the
IASB in an exposure draft.in July 2015 and will monitor any further developments.

The Group recognises revenue from services at the fair value of the consideration received or receivable, net
of allowances, discounts and rebates. If revenue cannot be reliably measured, the Group defers revenue.
recognition until the uncertainty is resolved. Such provisions could give rise to variable consideration under
IFRS 15, and would be required to be estimated at contact inception.

IFRS 15 requires the estimated variable consideration to be constrained to prevent over-recognition of
revenue.

13



European Capltal Fund Management lelted

' Notes to'the Consolldated and Company Flnanclat Statements for the: year ended.
31 December 2016 (ln thousands of Euros except share data)

> b - -
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1.. General information and summary of significant accounting,policies (continued) ",

The: Group continues to assess mdwtdual contracts to: determlne any. vanable cons:deratuon and related ’
constralnts

-

! IFRS 16 Leases

The IASE" nssued‘ the riew. standard for accountmg for- leases “IFRS 16 Leases irv January 201%‘ The new -
standard does not srgmf cantly change the accounting for leases for, lessors..However, it daes. requ e lessees
to ‘recognise. ‘most leases -on their balance sheets as lease liabilities, with‘ the correspondlng nght— of-use .
assets Lessees must apply a smgle model for all reeogmsed reases' but will have:the optlontnot

'expense recogmsed sepa:ately in the statement of prof' t or loss -

IFRS 16 i effective for annual penods begmnlng on: or. after 1January 201 9. Early appltcatton & perrmtted
prowded the new reveriue- standard IFRS 15 is‘applied on’the same’ date. Lessees; must‘adopt IFRS 16 ¢
,usmg elther a fuII retrospecttve or a modlﬁed retrospectwe appreaoh

The GrOUp does not antncupate eariy adoptunglFRS 16 and |s currentiy evaluatmg its |mpact'

Anéndménts 16 IAS 12 lnéome Taxes .

In January 2016 through lssuihg amendments to IAS 12 the IASB clanﬁed the accountlng treatment of
deferred tax ‘assets.of debt mstruments measured at fair. value for. acoountmg. bt measured ‘at costfar tax':
.purposes The amendment is effectwe from1 January 2017. The Group is ourrentl'yt valuatmg the! lmpact
tbut 'does:. not antrclpate that adoptlng the ‘amendments would have a matenal lmpact on its. ﬁnanclal
statements

Amendments to IAS 7 Statementof Cash Flows
in January 2016 the IASB issued- amergdments 170} IAS 7 Statement of. Cash Flows with, the lntentlon to..

_____

timprove disclosurés.of fi nancmg actiities and help users to better inderstand. the, reportmg ent&tues llquudlty ‘u
positions. Under the new requlrements ‘entities will need to dnsctose oﬁanges in their. fi nancjal habllmes asan:
‘ result of fini nanc:ng aCthltlés sut:h as.changes from cash ﬁows and non-cash ntems(e g gams and Iosses due
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Eurcpean.Capital Fund Management Linited-

Notes, to the.Consolidated.and Company | Financial Statements for the year ehded 31 December 2016 (in: thousands. of Euros'

except-share data)

1. ‘Geénéral information'and summary.of significant accouting policies (continued)

Consolidation

‘Subsidiariés dre all ‘entities:aver which the: Groupxhas the: power to govern the: jlnancial and operating policiés:and ¢

tain'benefits. as-a result. The consoiidated

financial.statements ¢ of the: Group: mclude the financial statements .of the following;

‘Bubscrihed P éentage. .

‘Subsldiary. " -gapital
£
<1

‘European Ca;;nal Fhvata DebM L ed €

European Capital Private Del Llrvited &r

European Capdal mva!e DeerP LLP

European Oapnal ‘Private Debt &rry GP.LLP* L

Edropean Capité Piivate Equity 16pPS3 €20,000

Qwrership
%.

1Country of
.Incorparation: Prlnclpa\“Aotivity

‘nited Kingdorr - Corporate Partner to Genelsl F
Unlhad K‘lngdum Co;poratc Pafiner (6 Géneral Pa

United lﬁngdom Ganeral Parﬁner'

United Kingdov  Gereral Partrigr
Luxermoyrg Oorponate Partrer to: General Partnér

EgropeariCapital Fund Management Limited;js a‘private company/limited by’Sharés. ltisinearporatéd under the Compariias Act 2006:



European Capltal Fuhd Management lelted‘

Notes to the Consolldated and Company Fmanc:al Statements for the year ended
31 December 2016 (m thousands ‘of Euros. except share data) (contmued)

Y ' B '
'II!QO!!'?—'
((a) -Provision of services
" Reverive compnses the fair value. of the consideration. recelved of recenvable for the provnsmn of servnces in

*the. ordinary course of the Group s activities. Revenue is shown net of valué added tax ceturps; rebates and ”
odi soounts and after eliminating sales within the: Group ’ .

The Groupl recognlses revenue when thé :amourit of revenue can be rehably measured, it is probable that.
« future ecdnomic benefits: will flow to'the entity and specnﬂc criteria have been met for each of the: Group s
actnvrtles as described below. The amount of reveriue is not conSIdered to be relrabry measurabte ‘untib all -
‘contingencies relating to the sale have been resolved, The Group bases its estimate's on historical results,
* taklngvlnto conslderauon the type of customer the type of transactlon and t’ne specrf cs: ot“ each an’angement

(b) Interest mcome

The Group has not made any substantnal toans and has,not placed any substantial sum on deposut Interest
income.is. recogn lsed onan accruals basis that matenally approxlmates to the effectwe nnterest rate method

- -

- Foreigii- curréncy translation .
The: results and. ﬁnanc:al po‘sition of Company are measured i in euros. “The functional: currency of the Group +
is. Euros Transacttons in forelgn currencies. are recorded usmg the rate of éxc ,hange rullng at the date of the
transactlon “All, monetary assets and liabilities: denommated n foreign curreéncies are translated at‘the rates
.of exchange ruling at the year.end. Exchange differences arising from-thé re-translatlon of foreign currency:

- o“enommated assets and liabilities together with other exchange' dlfferences ansmg i the year are included ¢
m the Consohdated Statement of Comprehenswe Incéme, .

-

Y Fmancsal assets

- 1)

The Group classnﬁes lts fi nanclal assets as Ioans and receivables; Managernent determines’ the classrf ication’
of its ﬂnancnal assets at mttlal recogmtlon. < -

'Loans and receivables

-

......

after the: balance sheet date These are- classrf' ed Fas non—current assets Loans and recenvabres are classlﬁed ¢
as trade and other recelvables in the Balance Sheetst

The effect of dlscountlng these “fir nanclal mstruments IS not. cons«dered to'be- matenal and loans and
’ recelvables are stated gross of any, dlscountmg v

' Loans and recetvables aré recognlsed mmally at falr value and subsequently measured at cost less provrslon
for impairment-A provision for impairinént is ‘éstablished wheri there'is objective. evtdence that the Group will
not be ablé to coiléct ail amounts dué aocordmg te.the onglnal terms.of the recewables The amount of the: .

. provusuon ig the drfference between. the asset's carrying.amotnt and.the present value of estimated future »
msh fiows. The carfying amount: of the asset is reduced through the use. afan. allowanéee account and the.
amount of the loss is recognrsed in the Consolrdated and Company: Statements of Comprehenswe Incame

- withirt admmlstratwe expenses When : an amount s uncollectlble it is written- off within® adnumstratwe
expenses Subsequent recoverles of - amounts prevlously wntten orf are cred” ted: agalnst admlnlstratlve

-

Cash arid ¢ash éqdivéler’-is'
““Cash. and cash equuvalents includes cash in hand, deposits held at call with, banks and other short. term hlghly
* liquid mvestments with original ‘maturities of three months or less

-~



European Capital Fund Management Limited
Notes to the Consolidated and Company Financiai Statements for the year ended
‘31 December 2016 (in thousands of Euros except share data) (contlnued)

1. General information and summary of significant accounting policies (continued)

Financial liabiiities.

‘The Group's. policy is te classrfy its financial ]lablhtles into one of twe categones "Fair valug through prof" t or
logs" and ‘méasured at amortised cost’ but since inception the Group is yet to classify a:fif nancial Iiabmty as:
fair value through profit or loss.

‘Trade and other payables.

These are recognised, initially at fair value and subsequently measured: at- amortised cost. Trade and other
payables represent amotints owed to third parties, including related paties. They are non-intérest bearing
:and are normally settled within 30 days.

‘Share capital
Financial, instruments issued by the: Group are treated as: equity only to the: extent they do not meet the

-defit nmon of a financial liabjlity: Ordinary shares are classified as equity. Incremental.costs: dlrectly attributaﬁ!e
to the issue of new shiares are shown in equnty asa deductlon net of tax, from the proceéds recelved

Forthe purposes of the disclosures ¢ given.in note 3, the Group consnders its éapital fo campnse of its ordinary
:share' capital and accumulated comprehensive loss. No financial. liabilities are considered capital and né
¢apitgl items are considered financial liabilities for caputai management plirposes.

The Coémpany is subjéct to externally |mposed capitdl requirements. as it is-an Alternative Investment Fund
Manager (“AIFM") authofised Collective Portfolic Management. Investment Firms (‘CPMIF?) under FCA
classifications. The Company: ensures that it remains compliant with-these requirements-as descnbed ip.note

3.

Taxation

The Group and. the- Cempany are deemed to have a permanent establishment and be. subject in corperate,
income taxes. in the UK.and France, the. territory, that it has. a “branch in. Please see. note 2 for further

mformatnon
Currenit income tax assets: and liabilities for the current year are measured at the amount expected (o be
recovered from: or paid to the taxation authorities.

2, Critical accouriting estimatés and judgments

The Board of Directors. cantinue to evatuate -any requireménts to make- estimates and' jUdgments i the
preparation of these financial statements. Any siich estimate or assumptions are based: on. historical
‘experience: -and cthen factors including expectations-of futtire events that are believed tobe reasonable under

‘the csrcumstances
There were no significant estimates or asstimptions made that are required t6-be. disclosed i these financiak
Statements.
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Européan Capital Fund Management Limited

Notes to the Consolidated and Company Financial Statements for the year ended
31 December 2016 (in thousands of Euros except share data) (continued)

3. Financial risk management (Group and Company)

In common with other businesses, the:'Group is exposéd to risks that arise from its use of financial
instruments. 'The Group’s activities expose it to‘a variety of financial risks, such as market risk (including
currency risk and price risk), credit risk and |quIdl'(y risk. The Group s financial risk management programme:
focuses on the unpredictability of financidl markets and seeks. to minimise. potential adverse effects of the
Group'’s financial performance.

The principal financial instruments used by the Group, from which financial risk arises, are:
-+ ‘Cashand cash equivalents
o Trade d@nd other reéceivables

(a). Foreign exchange risk
The: Group operates iinternationally and is expesed to foreign exchiange fisk arising from. vafious: cufrency

exposures, primarily with respect to the US'dolfar and pounds Sterling. Foreign exchange risk may.arise from
future commercial transactions and recognised assets and liabilities.

Other fore:gn excharige risks affecting the: Group are due to the Group purchasing services. and assets in
currencies other than, euros. Thése services and assets.are predominately denominated in pounds Sterling,
a 10% change i the exchange rate. at balance sheet date would increase/decrease the net |oss by €290
(2015: €93).

(b) Price risk
The Group.is not exposed to.any grice risk as. it does: not hold investments or other assets which are sensitive

to market prices or other sngnlf‘ icant volatility i valuation due fo either external conditions or estimation
techniques.

(c). Cash flow and fair value interest rate risk
The Group ﬁas no sngnif canf interestébearmg Ilablimes and although cash balances do attractinterest fncome,

rates 3 FhancuaL nsk management (contmued)

{d) Fair value estimation:

The carrying values less intpairment. provisions. of trade receivables and payables are considered to
approximate their fair values due to the Short-term nature of trade receivables.

(e) t::quzd:ty risk’

The Group.aims to mitigate/liquidity risk in-various ways, including maintaining high levels. of liquid resburces,
rewéwmg contingency furiding arrangements-and incorporating tight Gredit control processes:

The Group menitors éxpected cash flows: for future years. Excess cash identified in managing: liquidity is
invested In financial instruments exposed to. mmgmﬁcant risk of changes in market value, being placed on
interest-bearing deposat with maturities: that will allow the Group to.meet its expected future cash needs. As
the Group is regulated.by the FCAi liquidity requiremerits are imposed. on the Group to which it adheres.

() Capital resources:

The' Group considers its overall capltal to comprisé of its ordinary share capital, other reserves less
acclimiilated comprehensuve lass. No financial liabilities -are consudered capital.

In managing its capital, thé Gréup's primary objective is to-ensure its; ability to provnde a.consistent retiirn for
its equity shareholder through distributions and the possiblé orderly unwinding of its business if this were to
happen. In order to achievethis, the Grotip has established a capital adequacy assessment process, whereby
the Group reviews; the total risks that. face the Group and considers an appropriate amount of capital that
should be held to meet thése iisks..
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European Capital Fund Management Limited
Notes to the Consolidated and Company Financial Statements for the year ended

31 December 2016 (in thousands of Euros except share data) (continued)

4.  Auditor remuneration

During the year the Group and the Compariy ebtained the following services from the Group's auditor:

Audit services

5. Tradeand other receivables

Trade debtors

Prepayments

6. Amounts due from entities under common control

Due from European Capital UK SME LP

Due from European Capital Asset Manadgéfent

Dug from European Capital UK SMEGP LLP

Due from EC UK:SME Debt Carry and Co
investment L.P.

Due from.Eurdpean Capital Private Debt:LP

Due from'European: Capital Private Debt GP’

LLP

Due from EC Private Debt Carry and Co
Investment'L.P.

Due from ECPE1 GP-SARL

Due from ECPE1 SCSp

Due, from ECPB Carry GP LLP

Due from.EC UK.SNE Carry GP LLP

All amounts due:from entities under-common control are interest free, unsecured, ‘and repayable on

-demand.

Group Group Company Conipany.
2016 2015 2016 2015
€' 000 €' 000. €' 000 € 000
87 60 67 60’
‘Group Group Com pany Com pany’
2016 2015 2016 2015
€000 € 000 €' 000 € 000
9 - 9 -
3,912 3,173 3,912 3,173
3,921 3173 3,921 3473
Grotip Group: Comipany Coimpany
2016 2015 2016 2015
€ 000 € 000 € 000 €"000
165 206 i6 61
133 - 133
- - 122 137
1 1 - -
1,504 894 152 106
- - 1,362 792
2 1 - B
. . '299
19 - 11 -
- - 2 -
- - 1 -
1,816 1,102 2,098 1,096
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European Capital Fund Management Limited
Notes to the Consolidated and Company Financial Statements for the year ended
31 December 2016 (m thousands of Euros except share: data) {continued)

.T; Cashiand cashequivalerits
Group ‘Group ‘Company Company
2@118, 2015;’ 2016 2015.
€000 ‘€ 000 €000 €000
Unresiricted casti 3288 2,520- 3446, 2:464
Cashatbank-and on-hand: 3384 25 s 2468
‘8. Share'capital
The figures in this note are ot fn thousands:
-Groiip and Comipany.
“Grdinary shies 2046 2016 2018 2075
i Number. € Number €
tssued‘ > . N & - - - . - -
<At Beginfing.¢ of theyedr 6,000,000 6,000,000 350080 . 3,500,008
«&sud.of share.caphal 4,000,000 4,000,000 2,506,000- 2,500,000
+Additional paid'in capial - 2,491,000, . -
At end ot the. year 10,000,000 T2A51,000 ' 6000, ooo ~6,000, 000 _

Hclders oﬁsthe. Company’s ordinary shares have NG restnct:ons aver thenr nghts to the dustnbutxen of capntal
"oF.over: reeenpt of dw;dends. All.shares have: equal voting rights.

I,h_g{a_uthonsed share capital, .of theCompaqy is. unllmnted

“Additional paid it capital 6f £2,497, .000-felates tohe sfock compensation.cost of the carried intérest schemes:

ofthe rGroGp‘, .mar a'ged funds..
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European Capltal Fund Management Limited’

Notes to the Consolldated and Company Fmanc|a| Statements for the year~ended
31 December 2016 (m thousands of Euros except share data) (contmued)

-

.
9J
-

“Trsgé an e payables.

«Bud for Birbpaan Caita) Asset
‘Management Lid-

\ Due to¢Europea‘n Captta( Fil ﬁanf::‘al
JServices Ltd”

‘maw &PC1 GF’SARL

~

3.
me to: E:UK SME Debt‘Carry and €or
[nvestn'ent Lp:

Due to EJrOpean CapnahPrivate mbt '
"G.arry

“Taxation-and. Social securty
Acgrigdibionises’

‘Othgr.accrials:

10\S:a“sh fdéeg in op erations -

e T

Loss Before’tax:
Adjustments for!
Forengn ‘exchange movements on:
‘operating activiies? ®
Cﬁanges n w orking:capital:,
Trade and other.. recelvablesy
Trade andxomer pays ables b

‘Cashiused in-operations .

-Credltors amounts fallmg due wnthln one year

“,

'Group ZforE:u';i .Company, éom pany.
-2016. 2015 .207&: 20157
‘€000 ‘€ 000 ) €.600- « € 000
310, -409 * 307 - 409
133 .258 +133¢ 258
786 1425 1786, 1,425,
4 R > EE
- - 242 -
A - i. -
‘.1;1 - 1 -
"573 ‘275 56" *375.
,
‘687 327 887 +327-
2860 7.510 ¢ 274 17479,
“{n{. _ '&siuz - 3007 - 38737
. Group ’ «Group_ (:om panyA Com pany'
Year ended : Year ended’ Year ended Year ended
31.¢Q.ec9m_ber .31 December. 31 Decéni ber ‘}1 Decemibér
M -201¢: 2015 2016 201§
€000, €. 000° € 000 € 000
(5851’ (3.075) (5:673): (3.108)
hia2). 2 (223 -
(1,462 (4 154). {11750) {4138y
4,389 " 3,860 1,640 3,849
S5 A - S (&) Y - -1/)




European Capital Fund Management Limited
Notes to the Consolidated and Company Financial Statements for the year ended

31 December 2016 (in thousands of Euros except share data) (continued)

11. Reélated party transactions

Year end balances with related parties:

Group Administrative Payable at Receivable at
Revenue expenses year end year end
€ 000 €' 000 €' 000 € 000
2016 .
Entities. under common control 5,544 3,935 3,427 ** 1,816
2015
Entities; under common control! 2,246 2,242 1,383 1,102
Company, Administrative Payable at Receivable at
Revenue expenses year end year end
€ 000 €000 €' 000 ‘€’ 000
2016
Entitie's. under-common control 6,439 3,935 3,669 ** 2,098
2015
Entities: under common controk 2,174 2,242 1,383 1,096

Subsidiaries

** This -figure includes the loari of €2,506K due to. American Capital Asset Management, LLC.

22



European Capital Fund Management Limited

Notes to the Consolidated and Company Financial Statements for the year ended

31 December 2016 (in thousands of Euros except share data) (continued)

12. Staff costs (Group and Companyy)

Staff costs include secondment costs recharged from entities under common control and costs associated

with the Company’s employees.

Staff costs excluding difectors

Wages and salaries

Social'security- costs

Average numbers of employees excluding directors

Administration

Directors’ emoluments, and highest paid director

Aggregate emoluments paid'in respect:of qualifying sefvices.

Highest paid director

Emoluments

13. Immediate and ultimate parent and controlling parties

Year ended

Year ended

31 December 31 December
2016 2015

€ 000 € 000.

5,168 2,250

1,124 506-

6,292 2,756

Year ended
31 December
2016

Number

16

Year ended
31 December
2015,

Number

10

Year ended
31 December
2016

366

Year ended
31 December
2015,

525.

Year ended

31 Deceimber
2016

292

Year ended
31 December
2015

427

During 2016, the immediate parent of the group was American Capital Asset Management, LLC, a company’
registered in the United States of America. The ultimate: parent company and controllifig party. at that date

was American Capital Ltd, also registered in the United Statés of America (sée riote 14).

14. Events after the reporting year (Group and Company)

On 3 January 2017, the acquisition of Amierican Capital was completed by Ares Capital Corporation ("ARCC”)
and ECFM became a wholly-owned subsidiary 6f Ivy Hill Asset Management, L.P., a wholly-owned portfolio

company of ARCC.

On 20 February 2017, a Sale and Purchase Agreement was signed for the subsequent sale of ECFM from
Ivy Hill Asset Management, L.P. to LGT UK Holdings Limited. The transaction is expected to complete in April

2017,
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