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Members' report 31 March 2011

The members present their report with the financial statements for the year ended 31
March 2011

Principal activity
The principal acuvity of the LLP during the year was as investment advisor

Review of business and future developments
The members are satisfied with the results for the year and expect continued growth 1n the
future

Designated members
The designated members during the year were as follows

A B Haddad
Bainbridge (UK) Services Limited

Members’ capital and drawings

During the period, the members contributed capital of £l (2010 £330,000) to the LLP
Members may be permutted to contnbute addinional capital at the LLP’s discrenon No
member may be required by the LLP to contnbute additional capital

The members may only withdraw capital contribunons at the sole discrenon of the LLP,
and therefore the capital contnbuted 1s classified as equity under FRS 25

Each member 1s permutted to take drawings 1n anticipation of the profits of the LLP, subject
to the approval of the LLP I[f the cash requirements of the LLP’s business conflict wath the
allowance of cash drawings, therefore, the LLP may dechine the payment of advance
drawings

Members’ responsibilities
The members are responsible for preparing the financial statements 1n accordance with
applicable law and regulations

Legislanon applicable to hmited liability partnerships requires the members to prepare
financial statements for each financial year Under that law the members have elected to
prepare the financial statements 1n accordance with United Kingdom Generally Accepted
Accounting Practuice (United Kingdom Accounting Standards and applicable law) The
financial statements are required to give a true and fair view of the state of affairs of the LLP
and of the profit or loss of the LLP for that period In preparing the financial statements the
members are required to

* select smitable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,
* state whether applicable accounting standards have been followed, subject to any

material departures disclosed and explained 1n the financial statemenss, and
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Members’ report 31 March 2011

Members’ responsibilities (continued)
* prepare the financial statements on a going concern basis unless 1t 1s 1appropnate
to presume that the LLP will continue 1n business

The members are responsible for keeping proper accounung records that disclose, with
reasonable accuracy at any time, the financial position of the LLP and that enable them to
ensure that the financial statements comply with the Companies Act 2006 as modified by
the Lunited Liability Partnerships Regulauions 2008 They are also responsible for
safeguarding the assets of the LLP and hence for taking reasonable steps for the prevention
and detecuon of fraud and other irregularities

The responsibilities are exercised by the designated members on behalf of the members

Signed on behalf of the members

L)

Designated member

Approved by the members on \iH U",' |?/°\. |
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Independent auditor’s report 31 March 2011

Independent auditor's report to the members of Bainbridge Partner LLP

We have audited the financial statements of Bainbndge Partners LLP for the year ended 31
March 2011, which compnse the profit and loss account, the balance sheet, the cash flow
statement, the principal accounnng policies and the related notes The financial reporning
framework that has been applied 1n their preparation 1s applicable law and United Kingdom
Accounung Standards (United Kingdom Generally Accepted Accounung Practice)

This report 15 made solely to the LLP’s members, as a body, 1n accordance with Chapter 3 of
Part 16 of the Compames Act 2006 as applied to limuted hability partnerships by the Lumited
Liabihty Partnerships (Accounts and Audit) (Apphcation of Compames Act 2006)
Regulations 2008 Our audit work has been undertaken so that we mughe state to the LLP’s
members those matters we are required to state to them in an anditor’s report and for no
other purpose To the fullest extent permutted by law, we do not accept or assume
responsibility to anyone other than the LLP and the LLP’s members, as a body, for our audit
work, for this report, or for the opinions we have formed

Respective responsibilities of members and auditors

As explained more fully 1n the Members’ Responsibiites Statement, set out on page 2, the
members are responsible for the preparation of the financial staternents and for being satisfied
that they give a true and fair view Our responsibility 15 to audit and express an opimion on
the financial statements in accordance with applicable law and International Standards on
Audiing (UK and lIreland) Those standards require us to comply with the Audinng Pracuces
Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements
A descnption of the scope of an audit of firancial statements 1s provided on the APB's
website at www fre org uk/apb/scope/pnvate cfim

Opinion on financial statements
In our opimon the financial statements

* give a true and far view of the state of the hmited habihty partnership’s affairs as at
31 March 2011 and of 1ts profit for the year then ended,

] have been properly prepared in accordance with United Kingdom Generally
Accepted Accounung Practice, and

] have been prepared 1n accordance with the requirements of the Compames Act 2006
as appled to limuted lhability partnerships by the Limmted Liability Partnerships
{Accounts and Audit) (Application of Compames Act 2006) Regulations 2008
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Independent auditor's report 31 March 2011

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act
2006 as applied ro limited habilsty partnerships requires us to report to you if, in our opimon

¢ adequate accounting records have not been kept, or returns adequate for our audit
have not been received from branches not visited by us, or

] the financial statements are not mn agreement with the accountung records and
returns, or
¢ we have not received all the information and explanations we require for our audit

Sueget? Lo

David Jarman

Senior Statutory Auditor

for and on behalf of Buzzacott LLP
Statutory Auditor, Chartered Accountants
130 Wood Street

London

EC2V 6DL

1% Tulny Lol
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Profit and loss account Year ended 31 March 2011

Penod from
14
November
Year ended 2008 to
31 March 31 March
2011 2010
Notes £ £
Turnover 1 1,632,911 1,110,765
Administrative expenses (924,631) (819,754)
Operating profit 2 708,280 291,011
Profit for the finanaal period before
members’ remuneration and profit shares 3 708,280 291,011
Results for the financial penod available
for discretionary division among
members 708,280 291,011

All of the LLP’s activities derived from conunung operauons during the above financial
penods

No statement of total recognmised gains and losses has been prepared as there are no
recognised gains and losses other than the profit for the above financial penods

The principal accounting policies and notes on pages 8 to 11 form an mntegral part of the
financial statements
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Balance sheet 31 March 2011

2011 201 2010 2010
Notes £ £ £ £
Current assets
Debtors 4 234,681 251,265
Cash at bank and in hand 716,152 413,911
950,833 665,176
Creditors amounts falling due
within one year 5 (12,512) (14,185)
Net current assets 938,321 650,891
Total assets less current
hiabilities 938,321 650,991
Net assets attnbutable to
members 938,321 650,991
Represented by:
Loans and other debts due to
members within one year
Other amounts 6 608,321 320,991
Members’ other interests
Members’ capital classified as equity 6 330,000 330,000
938,321 650,991
Total members’ interests
Loans and other debts due to
members 6 608,321 320,99
Members’ other interests 6 330,600 330,000
938,321 650,991

Signed on behalf of the members

Ass=tl L)

A B Haddad
Designated Member

Approved by the members on m\ i, Lol {

Bainbridge Partners LLP
0C341436 (England and Wales)

The principal accounting policies and notes on pages 8 to 11 form an integral part of the

financial statements
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Cash flow statement Year ended 31 March 2011

Period from

Year 14 November

ended 31 2008 to

March 31 March

2011 2010

£ £
Net cash inflow from operating activities 7 723,191 53,931
Transactions with members 8 {420,950) 359,980
Increase in cash in the year 302,241 413,911

Reconciliation of net cash flow movement in net funds

Period from

14 November

Year ended 2008 to

31 March 31 March

2011 2010

£ f
Increase Iin cash in the year 302,241 413,911
Increase in net funds in the year 302,241 413,911
Net funds at start of year 9 413,911 —
Net funds at end of year 9 716,152 413,911

The principal accounting policies and notes on pages 8 to 11 form an integral part of the
financial statements
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Principal accounting policies 31 March 2011

Basis of preparation
The financial statements have been prepared under the histonical cost convention and 1n
accordance with applicable accounting standards and the requirements of the Statement of

Recommended Practice ‘Accounting by Limited Liability Partneships’, 1ssued in March
2010

The principal accounung policies are unchanged from the previous perniod and are set out
below

Turnover
Turnover represents mcome dernved from the LLP’s principal activity of providing sub
advisory services, net of Value Added Tax (VAT)

Foreign currencies

Transactions 1n foreign currencies are recorded at the rate of exchange ruling at the date of
the transacon Monetary assets and habilines denormnated in foreign currencies are
translated using the rate of exchange ruling ar the balance sheet date and the gains and losses
on translation are included i the profit and loss account

Taxation

The taxation payable on the partnership profits 15 the personal hability of the members and
consequently neither taxanon nor related deferred taxation are accounted for in the
financial statements Amounts retained for tax are treated in the same way as other profits
of the partnership and are included 1n “Members’ interests” or in “Loans and other debts
due to members” depending on whether or not division of profits has occurred

Members’ capital

Members” capital 15 classified as equity 1n accordance with FRS 25 and the SORP
Repayment of members’ capital 15 governed by the Lummed Liabihty Partnership
Agreement dated 9 March 2009
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Notes to the financial statements 31 March 2011

Turnover

Turnover represents the amounts derived from the provision of sub advisory services during
the year and 1s stated net of VAT All turnover denves from activities performed in the
Umted Kingdom

Operating profit

Period from

Year 14 November

ended 31 2008 to

March 31 March

2011 2010

Operating profit is stated after charging £ £
Auditor’s remuneration - audit 7.500 7,000
- taxation 3,500 11,750
- other 3,700 1,000

Members’ share of profits and average number of members

Profits are divided among the members during each accounting year and in accordance
with established profit shanng arrangements and as the designated members may determmine
from time to tme

The profit attnbutable to the member with the highest entitlement to profit during the year
was £521,754 (2010 - £277,355)

Perrod from
14 November
Year ended 2008 to
31 March 31 March
2011 2010
Average number of members during the year 2 2
Debtors
2011 2010
£ f
Trade debtors 230,617 248,441
Other debtors 325 —
Prepayments 3,739 2,824
234,681 251,265
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Notes to the financial statements 31 March 2011

5 Creditors: amounts falling due within one year
2011 2010
£ £
Trade creditars 1,900 4,935
Accruals 10,612 9,250
12.512 14,185
6 Members’ interests
Members’ other mnterests
Loans and
other debts 201 2010
due to/ Total Total
Members’ Other (from) members” members’
capital reserves Total members interests  Interests
£ £ f £ £
Members’ interests at 31 March
2010 330,000 — 330,000 320,991 650,991 —
Profit for the period available for
discretionary division among
members — 708,280 708,280 — 708,280 291,011
Members’ interests after profit for
the pernod 330,000 708,280 1,038,280 320,997 1,359,271 291,011
Allocation of profit — (708,280) (708,280) 708,280 - —
Capital contributions - — — — — 330,000
Drawings — — — (431,804) (431,804) (13,656)
Other movements - — — 10,854 10,854 43,636
Amounts due to members 608,321
Members’ interests at 31 March
2011 330,000 — 330,000 608,321 938,321 650,991

In the event of a winding up, loans and other debts due to members rank after unsecured

creditors
7 Net cash inflow from operating activities
Period
from 14
Year November
ended 31 2008 to 31
March March
2011 2010
£ £
QOperating profit 708,280 291,011
Decrease/(increase) in debtors 16,584 {251,265)
(Decrease)fincrease In creditors (1.673) 14,185
Net cash inflow from operating activities 723,11 53,931
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Notes to the financial statements 31 March 2011

10

1

Analysis of cash flow statement headings

Period from

14 November

Year ended 2008 o

31 March 31 March

2011 2010

£ £

Transactions with members

Capital contrnbutions — 330,000
Drawings (431,804) (13,656)
QOther movements 10,854 43,636

(420,950) 359,980

Analysis of changes in net funds

At 31 At 31

March March

2010 Cash flow 2011

£ f £

Cash 413,911 302,241 716,152

Controlling party

Durnng the two periods ended 31 March 2011, the ulimate controlling party was Mr
Antomne Haddad, Chief Executive of Bainbnidge Partners LLP, by virtue of this majonty
holding of the voting nghts of the LLP

Related party transactions

During the year, Banbndge (UK) Services Lumted charged the LLP (894,349 (2010 -
A£770,012) 1n relanon to admumstravon costs At 31 March 2011, after profit allocantions,
£503,599 (2010 - £320,991) remained outstanding

Dunng the year, income of £ml (2010 - £676,684) was received from Bainbnidge Partners
LLC, a Limited Liability Company incorporated mn the U S A There was no balance
outstanding at the year end (2010 - £nil)

During the year, the LLP paid £579 (2010 - £ml} i relation to legal costs on behalf of
Sequent Capital LLP There was no balance outstanding at the year end

Bainbndge (UK} Services Limited, Sequent Capital LLP and Bainbridge Partners LLC are
considered to be related parties by virtue of commeon ultimate control
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Unaudited information
Pillar 3 disclosures 31 March 2011

Introduction

Bainbndge Partners LLP “the Firm” sets out below s Pillar 3 disclosure 1n accordance
with the FSA’s “Prudenual Sourcebook for Banks, Building Societies and Investment
Firms™ (BIPRU), specifically BIPRU 11 3 3 R The Capital Requiremnents Directive {Basel
II) came nto force on 1st January 2007 and introduced rules requiring the Firm to assess
the adequacy of 1ts capital resources 1n light of the nsks they faced by 1its business 1n order to
ensure the continued protectien of chients and underlying investors

L 4

Frequency
The Firm will make 1ts Pillar 3 disclosures on an annual basis 1in line with the Firm’s
financial year end

Media and Location
It 1s intended that the disclosure will be made 1n the notes to the annual financial
staternents

Matenahey

Information which by 1ts omission or musstatement could change or influence the
assessment or decision of a user relying on that informanon for the purpose of
making economic decisions 1s deemed by the Firm to be matenal for the purposes
of these disclosures If the Firm deems a certain disclosure to be immatenal, 1t may
be omitted from this statement

Confidentiality

Informanion, the sharing of which with the public would undermine us
compentive posion, will be deemed to be propnetary mformation Such
proprietary information may include information on products or systems which, 1f
shared with compettors, would render the Firm’s investments therein less valuable

Further, the Firm must regard informanon as confidential if there are obhgations to
custorners or other counterparty relationships binding the Firm to confidentiality

In the event that any such information 1s omutted, the Firm will disclose that fact
and explamn the grounds on which 1t has been decided that it should be excluded
from the disclosures

Summary
The CRID requirements comprise three pillars

¢

¢

Pillar 1 addresses the Firm’s mimmurm capital requirements,

Pillar 2 concerns the Firm’s Internal Capital Adequacy Assessment Process
(“ICAAP”) This s undertaken by the firm and may be subject to a Supervisory
Review and Evaluanon Process through which the Firm and regulator satisfy
themselves on the adequacy of capital held by the Firm 1 relation to the risks 1t
faces, and

Pillar 3 1s concerned with the public disclosure of nsk management pohcies, capital

resources and capital requirements The regulatory aim of these disclosures s to
improve market disciphne
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Unaudited information
Pillar 3 disclosures 31 March 2011

Bainbridge Partners LLP introduction

The Firm 1s an investment management firm The Firm 1s a hmited liabihity partnership
incorporated 1n the UK, and 15 authonsed and regulated by the Financial Services
Authonty The Firm 1s categonised under the BIPRU section of the FSA’s Handbook as a
“BIPRU 50k hmited hcence” firm

The Firm adwvises on a range of Fund of Fund products and client accounts It does not
hold chent money and consequently the principal protection afforded to chents of the Firm
1s derived from the third party client money arrangements

Risk Management

The Firm 1s governed by uts Partners who determune 1ts business strategy and nsk appetite
They are also responsible for establishing and mamtaiming the Fim’s governance
arrangements along with designing and implemennng a nsk management framework that
recognises the nsks that the business faces

The Partners also determuine how the risk the business faces may be mitigated and assess on
an ongoing basis the arrangements to manage those nisks The Partners meet on a regular
basis with senior staff and discuss current projections for profitability, cash flow, regulatory
capital management, and business planming and nisk management The Partners manage the
Firm’s nsks business though a framework of policy and procedures having regard to
relevant laws, standards, principles and rules (including FSA principles and rules) with the
aim to operate a defined and transparent nsk management framework

The Partners have 1dentified that operational and business risk are the main areas of risk to
which the Firm 15 exposed, the Firm considered 1ts market and credit nisks as being himuted

Annually the Partners formally review their nsks, controls and other nsk mitgation
arrangements and assess their effectiveness Where the Partners 1dentify matenal nsks they
consider the financial 1impact of these nisks as part of our business planming and capital
management and conclude whether the amount of regulatory capital 1s adequate

Business Risk

The main nisk the Firm faces 15 an event leading to a sigmificant fall 1n the level of assets
under management as the Firm'’s revenue 1s rehant on the performance of the existing funds
and 1ts ability to launch new funds/obtain new mandates As such, the nsk posed to the
Firm relates to underperformance resulung in a decline 1n revenue and adverse market
conditions hindening the launch of new funds and ulumately the nsk of redempnons from
funds managed by the Firm In the event of significant falls in revenues the Partners are
confident that wiath the existing high levels of capital held by 1t, the Firm should continue
to cover all the expenses of the business

Bainbridge Partners LLP 13




Unaudited information
Pillar 3 disclosures 31 March 2011

Operational Risk

Operational nsk 15 the nsk of loss resulting from mmadequate or failed internal processes,
people and systems, or resulting from external events The Firm places strong rehance on
the operational procedures and controls that it has 1n place 1n order to mingate nsk and
seeks to ensure that all personnel are aware of their responsibihities n this respect

The Firm has identified a number of key operational nsks These relate to the outsourcing
of investment accounting, transfer agency and vanous muddle/ back office functions
Appropnate polices are 1n place to mitigate aganst these nisks, including undertaking both
onsite and desk based monstoring and the ongoing review of nisk indicators and errors and
mcidents

The nsk of loss of key investment staff 1s mitigated by the cross traming of staff and

extended notice periods for key personnel

Credit Risk
Credit nisk 15 the nisk that a party will default on a financial agreement The Firm 1s exposed
to credit nsk as follows

* Fund management and performance fees due from unregulated collective
mnvestment schemes (‘IJSIC?)

. UK authonised banks 1n relations to deposits held with them
The nisks are mitigated by

+ Performing credit checks and completing due diligence checks at the outset of
entering into material contracts

* Penodic momtenng of the financial strength of the credit insutunon wath whom
the Firm banks

* Contractual arrangements in relation to the payment of management fees and
monitoring payments against agreed payment arrangements, with monthly
management fees being drawn monthly and performance fees drawn quarterly as
applicable

Market Risk
The Firm takes no market nsk other than foreign exchange nisk 1n respect of 1ts accounts
receivable and cash balances held in currencies

The risk 1s mitigated by keeping the size of the debtor balance under regular review

Cash balances are maintained in both sterhng and USD
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Unaudited information
Pillar 3 disclosures 31 March 2011

Regulatory Capital
The Firm 15 a Limited Liability Partnership and its capital arrangements are estabhshed 1n 1ts

Partnership agreement  As at 31 March 2011 the Firm held regulatory capital resources of
£330,000

Pillar 1
The Firm 15 a himited lIicence firm, and as such 1ts capital requirements are the greater of

¢ It's base capital requirement of €50,000,
¢ The sum of 1ts market and credit nsk requirements, or
+ Its fixed overhead requirement (“FOR”)

At 31 March 2011 the Firm’s Pillar 1 requirement was £284,000 This has been
determined with reference to the Firm’s FOR and calculated 1n accordance with the FSA’s
General Prudental Sourcebook (“GENPRU”) The requirement 1s based on the FOR
since at all tumes this exceeds the total of the credit and market nsk requirements 1t faces
and also exceeds its base capital requirement of €50,000

The FOR. 15 based on annual expenses net of vanable costs deducted, which nclude
discrenonary bonuses pard to staff, allowable commuission and fees and other varnable
expenditure The Furmn momtors its expenditure on a monthly basis and takes into account
any material fluctuations in order to determine whether the FOR remains appropnate to
the size and nature of the business or whether any adjustment needs to be made intra-year
This 15 momtored by the CFO and reported to the Partners on a periodic basis

Pillar 2

Satisfaction of capital requirements

Since the Firm's [CAAP (Pillar 2) process has not idenufied capital to be held over and
above the Pillar 1 requirement, the capital resources detailed above are considered adequate
to continue to finance the Firm over the next year No additional capital injections are
considered necessary and the Finm expects to continue to be profitable

Capital Resources at 31 March 2011

47000
Tier 1 Capital 330
Tier 2 Capital 0
Tier 3 Capital 0
Total Capital Resources 330
Pillar 1 Requirement 284
Surplus over Capital Requirements 46
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Unaudited information
Pillar 3 disclosures 31 March 2011

Pillar 3

Remuneration Policy

The FSA has amended the Prudenuial Sourcebook for Banks, Building Sccieties and
Investment Firms (BIPRU), and specifically BIPRU 11, to now include a requirement for
disclosure of the Company's approach to linking remuneration to nsk

The Company feels that 1ts Remuneration Policy appropnately addresses potential conflicts
of interest and the Company’s authonsed persons are not rewarded for taking nappropnate
levels of nsk  Under the Remuneranon Code, the Company 1s classified as a Tier Four
Firm, which allows the Company to disapply many of the technical requirements of the
Code and proportionately apply the Code’s rules and pnncples 1in establishing the
Company’s policy In formahsing the Remuneranion Policy, the Firm relied on established
systems and controls already 1n use Remuneration shall be based on compeutive market-
based wages that fairly compensate employees in view of skills provided, work performed
and responsibility undertaken Overall remuneration will also mnclude an annual mncentive
compensation reflecung individual performance and responsibility, both short-term and
long-term, as well as the company’s averall performance

The Bamnbndge Partners LLP remuneration policy 1s available for review on site on request
The Firm will declare its remuneration data by the 31" December 2011 and make 1t
publically available on site on request
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