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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Fund information, Investment Objective and Policy

Introduction

The Flight and Partners Recovery Fund Limited (the “Fund”) is a Guernsey-domiciled closed-ended
investment company listed on The International Stock Exchange (“TISE”). The Fund aims to achieve
attractive risk-adjusted returns over the economic cycle through investment in stressed and distressed
small to medium-sized UK businesses with fundamentally sound business models that offer strong
recovery prospects.

The Fund invests in transactions that are originated, executed and managed by Rcapital Partners LLP
(the “Investment Adviser” or “Rcapital”’). Rcapital aims to use its financial restructuring and operational
turnaround capabilities to improve the performance of the acquired businesses. The Fund has no sector
bias, but investments are not made in sectors regarded by the Board as inherently problematic.

The Fund’s investments are made in the form of loans that are secured against the underlying assets in
the investee company. Loans are provided at a minimum interest rate of 10% or 6% over base rate,
whichever is higher. The Fund typically also receives an equity stake in the investee company at zero or
nominal cost.

The Fund’s investments are valued in accordance with the International Private Equity and Venture
Capital Valuation (“IPEV”) Guidelines. Equity interests in investee companies are provided by Rcapital
and reviewed by the Board, where they are deemed to have value, this is included in the net asset value
of the Fund. The holding periods for loan finance and equity participation are intended to be of limited
duration to enable the Fund’s resources to be reinvested over time.

Investment Objective and Policy
The investment objective of the Fund is to generate significant total returns over the long term with limited
risk to shareholders’ subscriptions.

The Board (through the management and advisory services provided by Flight & Partners Limited (the
“Manager”) and Rcapital aims to achieve the following investment objectives:

e to identify financially or operationally distressed businesses with fundamentally sound business
models that offer strong prospects for recovery;

e to use the skills of the Investment Adviser to restructure the businesses (usually involving the
transfer of the business and assets of the target into a new company in which the Fund will have a
material equity interest) with a view to ensuring their long-term viability and profitability;

e to provide loan finance to and acquire an equity interest in the restructured businesses;

. to use the technical, operational and management skills of the Investment Adviser to enhance the
profitability and value of the restructured businesses with a view to eventual disposal of the Fund’s
equity interests at a gain; and

e consequently to extract a return for the Fund from a combination of interest and fees charged on the
loan finance and equity gains, targeting a minimum return of at least 6% per annum above bank
base rate or 10% per annum, whichever is higher.



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Fund information, Investment Objective and Policy, continued
The investment policy of the Fund is to target small and medium-sized UK companies that:

e are in financial difficulties due to any one or more or of mismanagement, poor internal controls
(particularly over costs), shareholder disputes or other operational challenges;

o in the view of the Manager and the Investment Adviser have fundamentally solid underlying
business models;

e represent good prospects for a return to viability and profitability through restructuring, refinancing
and the application of management expertise and cost reduction;

e have assets presenting good security for loan finance; and

e once restructured and/or returned to profitability, represent attractive acquisition or refinancing
candidates for strategic acquirers and/or financial investors.

The Investment Adviser

The Investment Adviser is Rcapital Partners LLP (“Rcapital”’), a special situations investment firm that
has been operating since 2004 and has made over 80 investments in this period. The Board and the
Manager consider that Rcapital has a leading track record in assessing, executing and managing
turnaround investments, providing the Fund with a key competitive advantage.

Rcapital is able to source a wide range of investment opportunities through its relationships with banks,
insolvency practitioners and corporate finance houses. The investment team have a strong knowledge of
UK insolvency law and how this can be used to restructure businesses. Rcapital also has its own team of
operating partners with business turnaround expertise and a network of contacts for the recruitment of
executives with relevant turnaround and sector experience.

Rcapital is obliged to offer to the Fund all recovery investment opportunities it identifies and recommends
which meet the Fund’s criteria. If the Fund does not wish to invest or does not have the cash so to do, or
the investments are too large, Rcapital is free to invest in such businesses itself, or to place them with
other parties. The interests of the Fund and the Adviser are aligned by the Investment Adviser's
remuneration terms which are to receive 70% of the equity available in investee companies, free of cost
or at minimal cost, with the Rcapital obligation to make good any losses incurred by the Fund’s loan book
from gains on its investments in other investee companies.



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Chairman’s Statement
For the year ended 30 June 2022

During most of the first half of our financial year (i.e. the second six months of 2021), the ready supply of
cheap money provided by the various Government support schemes continued to provide huge amounts
of liquidity to UK corporates and deferred insolvencies that might otherwise have occurred.

However, the after effects of the pandemic started to emerge towards the end of 2021 and into the first
half of 2022. Combined with the impact of Brexit and the of Ukrainian/Russian war and associated
sanctions which caused severe disruption in global supply chains — especially in shipments in and out of
China where the pandemic response of the authorities was particularly stringent — price inflation has leapt
to levels unseen in this country since the early 1990s. The inflationary trajectory continues for the time
being post the period end with the rate of increase of the RPI All Items Index in July 2022 at levels last
exceeded over 40 years ago, in February 1981, according to the ONS.

The outcome for our Fund is that we (ironically) experienced one of the quietest years on record for
distressed investing in 2021, as Government intervention resulted in record low levels of corporate
insolvencies and given that our investees are typically acquired out of actual or impending insolvency
processes. Accordingly, the pace of our deployment of the new capital raised in January 2021 was
behind budget and the Fund did not complete any new deals in the second half of 2021, as we adopted a
strategy of capital preservation over ‘chasing deals’.

In the latter stages of 2021 and early 2022 we saw a notable pick-up in distressed activity, as inflationary
pressures started to bite on UK corporates and liquidity support schemes began to drain away. Initially
this was limited to discrete sectors (e.g. energy supply and construction) but started to filter out into other
markets such as manufacturing and distribution. On this theme, our new investment in Nasmyth Group,
completed in February 2022, was an excellent example of the type of investment opportunity that the
Fund targets — a business suffering from structural issues in its market, and with multiple opportunities to
improve performance through operational improvement and restructuring.

Although behind our original target, we had by the end of our financial year largely fully deployed on the
capital raised in January 2021, and will likely be seeking to raise additional capital in the near future in
order to take advantage of the increasing availability of attractive investment opportunities.

We remain conscious there are previous investors who voted to redeem their shareholdings in 2020 who
are due further redemption payments. Alongside Rcapital, we are working hard to realise value in the
‘old’ investment portfolio in a manner that delivers the best shareholder value. Some of the old portfolio
companies have seen a challenging trading period over the last 12 months which has delayed this exit
process and necessitated alternative exit routes (in particular Capital Cooling and Independent Group),
but we are now well progressed on the disposal of the remaining assets, with the aim of repaying the
majority of the balance due to redeeming shareholders by the end of 2022.

We are also pleased to announce we paid our first interim dividend for the Class A shareholders in
August 2022, after the year end, equivalent to a 1.8% vyield on the initial investment. We plan to pay a
further final dividend in January following publication of the December results.

As we look forward into 2023, the outlook for the UK economy looks increasingly bleak, with a
challenging combination of high inflation and low growth, and a Government with few fiscal levers to pull
without damaging economic growth and voter confidence.



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Chairman’s Statement, continued
For the year ended 30 June 2022

Whilst clearly this is not the general economic environment we would all prefer given the impact on our
wider investment portfolios, it should create some interesting opportunities for the Fund to acquire assets
at attractive prices and generate significant shareholder value. Therefore, | would suggest that the Fund
represents an excellent diversification strategy for shareholders at a time when it is extremely challenging
to find attractive investment opportunities in other areas.

William Scott
Chairman

Date: 7 October 2022



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report
For the year ended 30 June 2022

Introduction

During the year, we were all delighted to see the end of the lockdown measures implemented during the
Covid pandemic. However, the aftermath of the pandemic created a challenging trading environment for
many of our companies due to a combination of high inflation and supply chain pressures. Many of our
businesses experienced problems importing goods, employing sufficient staff and with spiralling energy
and raw material costs.

During the year inflation increased from 2.4% to 9.1%, and to combat this, the Bank of England Base
Rate was increased from 0.1% to 1.25%. Given this backdrop, and the amount of Government support
available in 2021, the Fund saw mixed performance across the two share classes in the year to 30" June
2022:

e The A Shares, raised in January 2021, saw an uplift of 3.7% in the year, to an NAV per share of
£1.06. This was behind the annual target of 10-15% as deployment of new funds was behind budget
due to benign liquidity support market conditions in 2021; and

e The Redeemable Preference Shares (the “Ordinary Shares" or “Sterling Redeemable Preference
Shares”) saw a decrease in NAV per share of 12.2% to £1.58. This was due to challenging market
conditions for portfolio companies and the resultant reduction in equity values.

The A Shares, raised in January 2021, saw marginal improvements in the year as there was a limited
supply of attractive investment opportunities to deploy the capital raised. The existing investments,
Patrick Parsons and First Access, performed well, and we were delighted to add Nasmyth Group to the
portfolio. All three of these companies are trading strongly and we are excited for their potential to create
value for the Fund and its shareholders.

The Ordinary Shares saw declines given they were heavily invested in pre-existing portfolio companies
which were impacted by the economic pressures and the stance adopted by some banks and trade
finance providers. In particular we saw the administration and subsequent sale of Capital Cooling, which
resulted in a write-off for the Fund. This was due to a series of events that were beyond our control, as
supply chain issues resulted in the business having its bank funding lines pulled, culminating in a
complete lack of liquidity for the business. This was an immense disappointment for all involved, given
the hard work that had gone in to turning around this business over a number of years. Ironically, the
company had displayed some of its best trading results in the run up to its administration, but the
directors had no option but to appoint administrators given that it had no cash available to trade. In the
end, the sale to a strategic buyer represented the best possible outcome for all stakeholders.

Following the extraordinary market conditions in 2021, we have seen a notable increase in new deal
opportunities throughout late 2021 and 2022, as demonstrated by the graph below. This gives us great
confidence in the opportunity for the Fund moving forwards and our ability to source lucrative deals.
During the latter stage of 2021 and early 2022, many of these deals were in unappealing sectors, but we
are increasingly seeing more attractive investment opportunities with the potential for significant profit
improvement through financial and operational restructuring.



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report, continued
For the year ended 30 June 2022

Exhibit 1: Rcapital — Deals Reviewed in FY21 and FY22
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Fund Performance

Ordinary Shares

The NAV per Ordinary Share at 30 June 2022 was £1.5812, a decrease of 12.2% from the position at 30
June 2021. Over the last 7 years the Fund is up 42.3%, and up 58% since inception, as illustrated by the
graph below. Following a period of 16.5% average annual growth in the 7 years to December 2019, long
term performance has been negatively impacted over the last 2 years by the Covid pandemic and the
impact on portfolio companies.

Exhibit 2: Ordinary Shares — 7-year Historical NAV per Share
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report, continued
For the year ended 30 June 2022

Exhibit 3: Ordinary Shares — Net Asset Value Analysis

NAV Analysis (Em) Jun-21 Jun-22 Diff.
Cash £0.5m £0.7m £0.2m
Loans £3.3m £2.3m -£1.0m
Equity / Make Good £7.6m £7 4m -£0.2m
Other Assets £0.3m £0.1m -£0.2m
Gross Asset Value £11.7m £10.5m -£1.2m
Other Liabilities -£5.8m -£56m £0.2m
NetAsset Value £5.9m £4.9m -£1.0m
Shares in issue (000s) 3,302 3,101 (200)
NAV per share (£) £1.8002 £1.5812 -£0.2190

Commentary on the material movements is as follows:

e  Cash —increased by £0.2m due to interest income received;

e Loans —reduced by £1.0m primarily due to the write off of the loan to Capital Cooling;

e  Equity / Make Good — decreased by £0.2m mainly due to the reduction in equity value in
Independent Group; and

e Other Assets/Liabilities — varies with the working capital movements of the Fund.

A Shares

The NAV per A Share as at 30 June 2022 was £1.0555 per share, an increase of 3.7% from position at
30 June 2021, and 5.6% since inception. Whilst this is behind the long-term target return of 10-15% per
year, this represents reasonable performance during an extraordinarily quiet year for the distressed
investment market and when other markets have shown significant negative returns.

Exhibit 4: A Shares — Performance Since Inception
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report, continued
For the year ended 30 June 2022

Exhibit 5: A Shares — Net Asset Value Analysis

NAV Analysis (Em) Jun-21 Jun-22 Diff.
Cash £8.4m £3.1m -£5.3m
Loans £6.4m £11.8m £5.4m
Equity / Make Good £0.5m £06m £0.1m
Other Assets £0.0m £0.4m £0.4m
Gross Asset Value £15.3m £15.9m £0.6m
Other Liabilities -£0.1m -£0.1m £0.0m
NetAsset Value £152m £15.8m £0.6m
Shares in issue (000s) 14,947 14,947 0
NAV per share (£) £1.0175 £1.0555 £0.0380

Commentary on the material movements is as follows:

e Cash — reduced by £5.3m due to the investment in Nasmyth Group, offset by interest income
received,;

e Loans —increased by £5.4m due to the investment in Nasmyth Group; and

e Equity — increased by £0.1m due to marginal increase in the valuation of Patrick Parsons; and

¢ Other Assets/Liabilities — varies with the working capital cycle of the Fund.

The Fund’s Investments
As of 30 June 2022, the Fund held the investments in the following five companies (see table below for
further details):

¢ Independent Group (UK) Limited (“Independent Group”);
¢ Richard Irvin FM Limited (“Richard Irvin”);

e PPCP Limited (“Patrick Parsons”);

e FAE Ventures Limited (“FAE”); and

¢ Nasmyth Group Limited (“Nasmyth Group”)

Over the year the Fund exited one investment, the business and assets of Beheren Limited (“Capital
Cooling”), and completed one new investment, Nasmyth Group.

Exhibit 6: Fund Investments as at 30 June 2022

FAE Ventures Music Publishing 481.6 6.343.3

Independent Group Insurance Support Services 1,029.2 - 20.5%

Nasmyth Group Aerospace Engineering 281.7 5,208.3 1.2% 20.7%
Patrick Parsons Engineering Consultancy 13.4 186.6 1.5% 20.5%
Richard Irvin Facilities Management Provider 500.0 - 23.7%

FAE Ventures

FAE Ventures Limited (“FAE”, formerly First Access Entertainment Ltd) is a music publishing company. It
identifies, develops and produces new musical talent, typically taking a c.50% share in the music IP
developed and therefore any royalty income generated.



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report, continued
For the year ended 30 June 2022

FAE Ventures, continued
The company has a stable of well-known artists and generates consistent levels of monthly royalty
income, predominantly through the digital music platforms such as Spotify and Apple Music.

In 2021 the music portfolio generated gross royalty income of £10.4m and net income of £4.5m (after
distribution costs and artists’ share). The Fund has provided a loan of £6.43m secured against this IP
(and all other assets of the company). The loan was for an initial period of 12 months, and has recently
been extended for a further 6 months, and is expected to generate a return in excess of the minimum
hurdle for the Fund. It is a slightly unusual investment for us in so far as FAE is strongly cash generative
and not in distress in the conventional sense. We and Rcapital have not therefore had the opportunity to
obtain our customary equity, our anticipated returns coming from the high interest rate on the loan.

There is currently an active investment market for music portfolios such as this, due to the annuity
income they generate. Independent analysis undertaken suggests that average multiples paid for
portfolios are around 15.9x annual average earnings, with a range between 6.5x and 26.2x. The FAE
portfolio has been independently valued by an expert at over 4x the value of the Fund’s loan. The loan is
secured against this portfolio, providing strong asset-backing.

Financial commentary:

¢ FAE continued its strong recent trading over the year, with EBITDA ahead of budget for the quarter
and full year.

¢ Music catalogue revenues have demonstrated consistent good performance. Pleasingly, musical
performance and management fee revenue has also recently shown a positive recovery and is now
tracking ahead of budget.

e The forecast for 2022 sees a continuation of this trend, with performance and management fee
income forecast to be 17% up on the prior year.

e In addition, the company currently has £7.6m of cash on its balance sheet, which more than covers
the outstanding amount on the Fund’s loan.

Independent Group

Independent Group was the holding company for a group of companies which provide a wide range of
outsourced services to the insurance industry relating to domestic and commercial claims. Their brands
included:

¢ Ansa Drainage Solutions — which validates and fulfils drainage claims;
¢ ChemDry — a leading fire and flood disaster remediation provider; and
¢ Independent Inspections — which specialises in handling water damage claims.

The Fund’s loan to the company, originally totalling £1.5m, was made via two Rcapital loan companies,
FCAP Six Limited and Blackstar 2016 Limited. To date Independent has repaid a total of £470,806. The
Fund holds a 20.5% equity stake in the Group, valued at £121,725 as at 30 June 2022.

Financial commentary:

e Following the pandemic, Independent had suffered from a challenging trading environment as a result
of structural changes in its market.

¢ Inlight of this, the board, in collaboration with Rcapital, took immediate action in assessing the optimal
strategic options for the group.

e The largest division, Independent Inspections, had become unprofitable and the trade and assets
were sold to a competitor in May 2022. The upfront proceeds were used to repay senior bank debt,
with various future payments becoming due based on performance.

¢ A second division, Ansa, was sold in June 2022 to a different trade acquirer. Again, the proceeds
were used predominantly to settle the remaining outstanding senior debt and other costs.

e The board is now exploring strategic options for the final division, ChemDry, with a view to seeking an
optimal return for the Fund and its investors.



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report, continued
For the year ended 30 June 2022

Nasmyth Group
Nasmyth Group is a provider of specialist precision engineering services to the aerospace, defence and
related industries.

The business is headquartered in the Midlands with international operations in the US, Philippines and
India. The Group achieved sales of over £80m pre-COVID but was negatively impacted by the dramatic
drop in demand for passenger air transport during the pandemic.

Following a competitive and complex transaction process, Rcapital acquired the business in February
2021, providing the business with £20m in new long term debt facilities from a senior bank and the Flight
Fund.

The long-term trends in air travel globally remain strong, and this investment will enable Nasmyth to take
full advantage of opportunities within the market as aviation volumes return. Working alongside the
existing management team, Rcapital will remain actively involved to support management, driving
performance improvement and acting as a catalyst for growth.

The Fund has a loan of £5.5m into the company, which is fully secured against the assets in the
business, and holds an equity stake of 21.9%, valued at £219,050 as at 30 June 2022.

Financial commentary:

¢ Following the acquisition of Nasmyth Group in February 2022 we have spent a huge amount of time
working with management to understand the opportunities for growth and operational improvement in
the business.

e Trading has been largely in line with expectations and the company has been profitable at an EBITDA
level.

¢ We remain very excited about the prospects for the business, given the opportunities for a continued
market recovery in the aviation sector, and the potential to drive operational improvement and
margins in the business. We have already extracted significant cost savings and the group is now
demonstrating consistent levels of run-rate profitability, and is well positioned for a further market
recovery.

Patrick Parsons

PPCP Limited (“Patrick Parsons”) is a full service multi-disciplinary engineering consultancy to the built
environment. The group is headquartered in Birmingham with 3 further UK offices and 100 engineers,
generating annual turnover of ¢.£10million.

The business offers a one-stop solution of engineering disciplines: Civils, Structural, Geo-environmental
and Mechanical & Electrical. The company serves a range of blue-chip clients in the construction,
infrastructure and house-building industry, with many under framework contracts.

The Flight Fund has provided a £750k loan facility (of which £200k has been drawn) to finance the
acquisition of the company and support growth in the business and has taken an equity stake of 22.0%,
valued at £467,529 alongside Rcapital as at 30 June 2022.

On 23 December 2021, a restructuring of the Patrick Parsons group was completed, in order to simplify
the historic group structure and drive operational efficiencies.

10



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Manager’s Report, continued
For the year ended 30 June 2022

Patrick Parsons (continued)

Financial commentary:

e Patrick Parsons has demonstrated continued strong progress in recent months following the
restructuring in December 2021, which has resulted in a more efficient business with a lower fixed
overhead base.

¢ Revenue was marginally behind budget for the YTD but ahead of the prior year. EBITDA is ahead of
both budget and prior year for the YTD.

e The company has a strong bidding pipeline and is seeing is good levels of activity, despite the cost
headwinds in the construction market.

Richard Irvin

Richard Irvin is a leading facilities management company based in Aberdeen that works mainly for local
authorities and commercial clients in Scotland and the UK and has contracts to support a number of key
Ministry of Defence sites.

The business has 6 offices across Scotland and employs approximately 340 people, including 270 field
engineers. The business provides a range of hard FM services, including technical FM, managed
services, housing services, energy services, small projects and compliance.

The Fund’s investment in Richard Irvin comprises a loan totalling £0.5m and a 23.67% shareholding,
valued at £2,053,609 as at 30 June 2022.
Financial commentary:

¢ Richard Irvin has demonstrated consistent strong performance. Revenue is ahead of budget for the
quarter and YTD, and profits are in line with expectations.

e The key divisions of Managed Services and Mobile Services are both ahead of budget for the quarter
and YTD, and the pipeline in Housing Services and Energy & Projects is looking increasingly positive.

e The company also has a positive bidding pipeline of new contracts.

The Lord Flight
Chairman
Flight & Partners Limited

Date: 7 October 2022
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Report of the Directors
For the year ended 30 June 2022

The Directors of The Flight and Partners Recovery Fund Limited (the “Fund”) are pleased to present their
annual report and audited financial statements for the year ended 30 June 2022 (“the Financial
Statements”), which have been prepared properly, in accordance with United Kingdom Generally
Accepted Accounting Practice, including FRS 102 “The Financial Reporting Standard applicable in the
UK and Ireland” (“FRS 102”), The Protection of Investors (Bailiwick of Guernsey) Law, 2020 and in
accordance with any relevant enactment for the time being in force; and are in accordance with the
requirements of The Companies (Guernsey) Law, 2008. The Redeemable Preference Shares (the
“Ordinary Shares” or “Sterling Redeemable Preference Shares”) of the Fund are listed on The
International Stock Exchange (“TISE”). The A Shares were listed on TISE on 6 January 2021.

At the Extraordinary General Meeting and Class Meeting held on 12 October 2020 (the “Continuation
Proposal”), shareholders passed all of the resolutions and in particular the resolution that the Fund
continues for another 7-year period. Accordingly, the Fund will continue for another 7-year period and, as
promised to those shareholders who elected to redeem, the Board has effected the redemption of their
shares as at 31 December 2020 in line with the Articles of Incorporation of the Fund.

INVESTMENT OBJECTIVE AND POLICY
The Fund’s investment objective and policy are detailed on page 1.

GOING CONCERN

The Fund has considerable financial resources which includes available cash balances at 30 June 2022
of £3,777,894 which is sufficient to meet the expected operating expenditure of the Fund for at least the
next 12 months. This excludes any expected interest receipts from the loan investments held at the year
end 30 June 2022. After making enquiries the Directors have a reasonable expectation that the Fund has
adequate resources to continue in operational existence for the foreseeable future. Accordingly, the
Directors continue to adopt the going concern basis in preparing these Financial Statements.

The fluidity of the COVID-19 virus and ongoing geopolitical events (such as the Russia/Ukraine crisis)
makes it difficult to predict their ultimate impact. However, the Directors do not underestimate the
seriousness of the issue and the inevitable effects they will have on the global economy and many
businesses across the world. The assessment of these situations will need continued attention and will
evolve over time.

RESULTS
The results for the year are set out in the Statement of Comprehensive Income on page 23.

For the continuing Ordinary Shareholders the Directors propose to reinvest all profits earned after costs,
including interest, and commitment and redemption fees (and any associated fees) earned on loan
finance provided to restructured businesses representing investments of the Fund, into the Fund’s
available cash for investment.

Continuing Ordinary Shareholders entitlement to their proportion of the Fund will not be affected or

geared by the entitlement of the redeemed former shareholders as the latter will vary in line with the
proceeds of disposal (and prior to that, the valuation of) the corresponding investments).

12



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Report of the Directors, continued
For the year ended 30 June 2022

DIRECTORS
The Directors, all of whom are non-executive directors, are as listed on page 47. All the Directors were
appointed on incorporation.

DIRECTORS’ INTERESTS
The interests in the Fund, as at 30 June 2022, of the Directors who held office during the year and their
families are set out below:

Sterling Redeemable Sterling Redeemable
Preference Shares Preference Shares
2022 2021

No. No.

William Scott (Chairman) - -
Mark Warde-Norbury 40,061 40,061
Roger Le Tissier - -

There were no changes in the interests of the Directors prior to the date of this report.

DIVIDENDS
There were no dividends paid in the year ended 30 June 2022 (30 June 2021: none).

Post the year end on 11 August 2022, the Company declared a payment of a dividend of 1.8 pence per
Class A share. The dividend was paid gross on 31 August 2022 to Class A Shareholders of record on 15
August 2022. The ex-dividend date was 12 August 2022.

MANAGER AND INVESTMENT ADVISER INTERESTS

As at 30 June 2022, directors and associates of both the Manager and Investment Adviser owned a total
of 2,863,023 Ordinary Shares and no Class A Shares (“Shares”) in the Fund. (30 June 2021: 2,863,023
Ordinary Shares) or 15.86% (30 June 2021: 15.86%) of the Fund’s total Shares in issue. Further details
of the Manager and Investment Adviser interests are disclosed in note 4 to these Financial Statements.

OTHER SIGNIFICANT INTERESTS

As at 30 June 2022, Mr Jamie Christopher Constable held an interest of 11.77% (30 June 2021: 11.77%)
of the issued share capital of the Fund. The Cayzer Trust Company Limited held an interest of 16.62%
(30 June 2021: 16.62%) of the issued share capital of the Fund. Harris & Sheldon Investments Limited
held an interest of 13.85% (30 June 2021: 13.85%) of the issued share capital of the Fund.

DIRECTORS’ RESPONSIBILITIES STATEMENT

The Companies (Guernsey) Law, 2008 requires Directors to prepare Financial Statements for each
financial year which give a true and fair view of the state of affairs of the Fund and of the profit or loss of
the Fund for that period and are in accordance with applicable laws. In preparing these Financial
Statements the Directors are required to:

¢ Select suitable accounting policies and then apply them consistently;

e Make judgements and estimates that are reasonable and prudent;

e State whether applicable accounting standards — FRS 102 have been followed subject to any
material departures disclosed and explained in the Financial Statements; and

e Prepare the Financial Statements on a going concern basis unless it is inappropriate to presume that
the Fund will continue in business.

The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Fund and enable them to ensure that the Financial
Statements have been prepared in accordance with the Companies (Guernsey) Law, 2008 and the
Fund’s principal documents. They are also responsible for safeguarding the assets of the Fund and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

13



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Report of the Directors, continued
For the year ended 30 June 2022

DIRECTORS’ RESPONSIBILITIES STATEMENT, CONTINUED

So far as the Directors are aware, there is no relevant audit information of which the Fund’s auditor is
unaware, having taken all steps the Directors ought to have taken to make themselves aware of any
relevant audit information and to establish that the Fund’s auditor is aware of that information.

CORPORATE GOVERNANCE

Following the publication by the GFSC of the Finance Sector Code of Corporate Governance in
September 2016 (the "Code"), the Directors continually consider the effectiveness of their corporate
governance practices with regard to the principles set out in the Code. The Directors are satisfied with
their degree of compliance with the principles set out in the Code in the context of the nature, scale and
complexity of the Fund.

DATA PRIVACY

The Fund has polices in place to comply with The Data Protection (Bailiwick of Guernsey) Law, 2017 (as
amended) and to the extent that goods or services are offered to individuals within the EU, the EU data
protection regime introduced by the General Data Protection Regulation (Regulation 2016/679) (together
the “Data Protection Legislation”). The Fund’s Data Protection Notice (“the Notice”) describes how your
personal data is collected, handled, stored, disclosed, and otherwise processed to meet the Fund’'s data
protection obligations in compliance with the Data Protection Legislation. Shareholders can obtain a copy
of the Notice by contacting the Fund Secretary at Sarnia House, Le Truchot, St Peter Port, Guernsey
GY1 1GR or by telephoning +44 1481 737600.

ANTI-BRIBERY AND CORRUPTION

The Board acknowledge that the Fund's operations may give rise to possible claims of bribery and
corruption. In consideration of the enacted UK Bribery Act, at the date of this report the Board had
conducted an assessment of the perceived risks to the Fund arising from bribery and corruption to
identify aspects of business which may be improved to mitigate such risks. The Board has adopted a
zero tolerance policy towards bribery and has reiterated its commitment to carry out business fairly,
honestly and openly.

COMMON REPORTING STANDARD

The Common Reporting Standard (“CRS”), formally the Standard for Automatic Exchange of Financial
Account Information, became effective on 1 January 2016, and is an information standard for the
automatic exchange of information developed by the Organisation for Economic Co-operation and
Development (“OECD”). CRS is a measure to counter tax evasion and it builds upon other information
sharing legislation, such as FATCA, the UK — Guernsey Inter-Governmental Agreement for the Automatic
Exchange of Information and the European Union Savings Directive. Early adopters who signed the
Multilateral Agreement (including Guernsey) have made the necessary information exchanges since
September 2017.

FOREIGN ACCOUNT TAX COMPLIANCE ACT

The Foreign Account Tax Compliance Act (“FATCA”) is aimed at determining the ownership of assets of
US persons in foreign accounts and improving US tax compliance with respect to those assets. On 13
December 2013, the States of Guernsey entered into an intergovernmental agreement (“IGA”) with US
Treasury, in order to facilitate the requirements under FATCA. The Fund registered with the Internal
Revenue Service (“IRS”) during 2014 as a Foreign Financial Institution (“FFI”) and received a Global
Intermediary Identification Number.

ALTERNATIVE INVESTMENT FUND MANAGERS DIRECTIVE

The Fund is categorised as a non-EU Alternative Investment Fund (“AlIF”). The Fund does not expect to
be required to comply with the AIFM Directive except to the extent required to permit the marketing of the
Fund ’s shares in EEA Member States. Should the Fund undertake any future marketing of its shares into
any EEA Member State, the Board would seek professional advice, as appropriate, to ensure the Fund
complies with applicable provisions of the AIFM Directive. Compliance with the AIFM Directive would be
expected to have a minor impact on costs, including regulatory and compliance costs. If this were to
occur the relevant regime remains the national private placement arrangements in the relevant EEA
Member State.
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Report of the Directors, continued
For the year ended 30 June 2022

ALTERNATIVE INVESTMENT FUND MANAGERS DIRECTIVE, CONTINUED

The Manager acts as AIFM on behalf of the Fund. The Manager is responsible for fulfilling the role of the
AIFM and ensuring the Fund complies with the AIFMD reporting requirements.

INDEPENDENT AUDITOR

BDO Limited was re-appointed as auditor of the Fund and is eligible for re-appointment at the
forthcoming AGM.

Director: William Scott
On behalf of the Board of Directors

Date: 7 October 2022
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF THE FLIGHT AND PARTNERS RECOVERY FUND
LIMITED

Opinion on the financial statements
In our opinion, the financial statements of The Flight and Partners Recovery Fund Limited (“the
Company”):

e give a true and fair view of the state of the Company’s affairs as at 30 June 2022 and of its loss for
the year then ended;

e have been properly prepared in accordance with the Financial Reporting Standard Applicable in the
UK and Republic of Ireland (“FRS 102”); and

e have been properly prepared in accordance with the requirements of the Companies (Guernsey)
Law, 2008.

We have audited the financial statements of the Company for the year ended 30 June 2022 which
comprise the Statement of Financial Position, Statement of Comprehensive Income, Statement of
Changes in Equity, Statement of Cash Flows and notes to the financial statements, including a summary
of significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable law and FRS
102.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs

(UK)) and applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. Our audit
opinion is consistent with the additional report to the audit committee.

Independence

We remain independent of the Company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to listed
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis
of accounting in the preparation of the financial statements is appropriate. Our evaluation of the Directors’
assessment of the Company’s ability to continue to adopt the going concern basis of accounting
included:

e Obtaining those charged with governance and the Directors’ going concern assessment and
discussing this with those charged with governance and directors to gain a full understanding of the
assessment.

e Consideration of the significant cash available versus the forecasted annualised running expenses of
the Company and challenging the directors whether the assumptions used in the expenses forecast
were reasonable based on, and consistent with, our knowledge of the Company gained throughout
the audit.

e Performing our own sensitivity analysis of the headroom of the cash available over the annual
running expenses.

¢ Reviewing the minutes of meetings of those charged with governance, the RNS announcements and
the compliance reports for any events of conditions in respect of going concern.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the entity’s ability to
continue as a going concern for a period of at least twelve months from when the financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described
in the relevant sections of this report.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF THE FLIGHT AND PARTNERS RECOVERY FUND
LIMITED, CONTINUED

Overview
2022 2021
Investment v v
ownership and
Key audit matters valuation
Ownership and v 4

recoverability of
loans receivable

£455,000 (2021:£473,000) based on 1.75%
(2021:1.75%) of total assets

Materiality

An overview of the scope of our audit

Our audit was scoped by obtaining an understanding of the Company and its environment, including the
Company’s system of internal control, and assessing the risks of material misstatement in the financial
statements. We also addressed the risk of management override of internal controls, including assessing
whether there was evidence of bias by the Directors that may have represented a risk of material
misstatement.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period and include the most significant assessed risks of
material misstatement (whether or not due to fraud) that we identified, including those which had the
greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing the
efforts of the engagement team. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

Key audit matter How the scope of our audit addressed the key audit

matter
Investment The Company makes
ownership and investments in underlying | We challenged the Investment Advisor and the board on
valuation. investee companies that key judgements including maintainable EBITDA,

Notes 2(g), 3,7
and 14.

are unquoted entities.

We focused on the
investment valuation and
ownership as they are key
drivers to the Company’s
net asset value.

The application of the
judgements such as
valuation method,
earnings basis and the
appropriate multiples are
considered to be one of
the most critical
accounting judgements
and estimates made by
the Directors and the
Investment Advisor and
we therefore, consider this
to be a key audit matter.

investment multiples, net debt adjustments, discounted
cash flow model inputs and asset values affecting the
investee Company valuations in the context of observed
industry best practice and the provisions of the
International Private Equity and Venture Capital
Valuation Guidelines.

In particular, we considered, based on the underlying
investments stage of progress, the appropriateness of
the valuation basis selected by the Investment Advisor
for each investment as well as the underlying
assumptions, such as the choice of benchmark for
earnings multiples.

We compared key underlying financial data inputs used
in the valuation provided by management to external
sources such as Capital IQ investment multiples, and
investee management information, as applicable.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF THE FLIGHT AND PARTNERS RECOVERY FUND
LIMITED, CONTINUED

Key audit matter

How the scope of our audit addressed the key audit
matter

In particular, we challenged the assumptions around the
sustainability of earnings based on the plans of the
investee companies, historical results and whether these
are achievable.

We obtained shareholding confirmations direct from the
underlying investee companies to verify ownership of the
investments held at year end.

Key observations
Based on our procedures we are satisfied that the
judgements applied in valuing the investments are

appropriate.

Based on our procedures we did not identify any issues
over the ownership of the investments

Recoverability
and existence
of loans
receivable.
Notes 2(g), 3, 8
and 14.

In addition to acquiring
equity in the underlying
unquoted investees, the
Company advances
loans.

Similar to the
investments, the loan
ownership and
recoverability are key
drivers to the Company’s
net asset value.
Judgement over the
recoverability of loans
could significantly impact
this performance
indicator.

Impairment
considerations are
considered to be one of
the most critical
accounting judgements
and estimates made by
the Directors which
include the determination
of appropriate
assumptions underlying
the impairment analysis
and we therefore
considered this to be a
key audit matter.

We evaluated the Investment Advisor’s and the board’s
assumptions and judgements used to assess whether the
loans had incurred any impairment.

Our procedures included:

- discussions with the Investment Advisor as to the
rationale for the assumptions and judgements around the
recoverability of the loans receivable;

- obtaining and then considering whether latest financial
information of the debtors supports such conclusions
made;

- considering post year end information such as the
management accounts of the underlying investee
companies that may indicate an impairment at the
balance sheet date; and

- We obtained loan confirmations from the underlying
investee companies to verify ownership of the loans
receivable at year end.

Key observations
Based on our procedures we are satisfied that

judgements made in valuing the loans receivable is
appropriate and that the Company has title to the loans.

18




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF THE FLIGHT AND PARTNERS RECOVERY FUND
LIMITED, CONTINUED

Our application of materiality

We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect
of misstatements. We consider materiality to be the magnitude by which misstatements, including
omissions, could influence the economic decisions of reasonable users that are taken on the basis of the
financial statements.

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality,
we use a lower materiality level, performance materiality, to determine the extent of testing needed.
Importantly, misstatements below these levels will not necessarily be evaluated as immaterial as we also
take account of the nature of identified misstatements, and the particular circumstances of their
occurrence, when evaluating their effect on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole
and performance materiality as follows:

Company financial statements
2022 2021
Materiality £455,000 £473,000
Basis for determining 1.75% of total assets 1.75% of total assets
materiality
Rationale for the benchmark Due to it being an investment fund with the objective of generating
applied significant total returns over the long term with the investment and
loans being a key focus of the financial statements.
Performance materiality £318,500 | £331,100
Basis for determining 70% of materiality
performance materiality
This was determined using our professional judgement and took into
account control environment in place, the Directors’ assessment of
risk and our past experience of adjustments

Reporting threshold

We agreed with the Audit Committee that we would report to them all individual audit differences in
excess of £22,750 (2021:£23,650). We also agreed to report differences below this threshold that, in our
view, warranted reporting on qualitative grounds.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report and Audited Financial Statements, other than the financial statements and
our auditor’s report thereon. Our opinion on the financial statements does not cover the other information
and, except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon. Our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the course of the audit, or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether this gives rise to a material misstatement in the financial statements themselves. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact.

We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF THE FLIGHT AND PARTNERS RECOVERY FUND
LIMITED, CONTINUED

Other Companies (Guernsey) Law, 2008 reporting
We have nothing to report in respect of the following matters where the Companies (Guernsey) Law,
2008 requires us to report to you if, in our opinion:

e proper accounting records have not been kept by the Company; or

e the financial statements are not in agreement with the accounting records; or

e we have failed to obtain all the information and explanations which, to the best of our knowledge and
belief, are necessary for the purposes of our audit.

Responsibilities of Directors

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

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

Auditor’s responsibilities for the audit of the financial statements

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

Extent to which the audit was capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud is detailed below:

Based on our understanding of the Company and the industry in which it operates, we identified that the
principal risks of non-compliance with laws and regulations related to its investment activities, and we
considered the extent to which non-compliance might have a material effect on the Company’s financial
statements.

We obtained an understanding of the legal and regulatory frameworks that are applicable to the
Company and have a direct impact on the preparation of the financial statements. We determined that
the most significant frameworks which are directly relevant to specific assertions in the financial
statements are those that relate to the reporting framework such as FRS 102 and the Companies
(Guernsey) Law, 2008.

We communicated relevant identified laws and regulations and potential fraud risks to all engagement

team members and remained alert to any indications of fraud or non-compliance with laws and
regulations throughout the audit.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF THE FLIGHT AND PARTNERS RECOVERY FUND
LIMITED, CONTINUED

We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial
statements (including the risk of management override of controls), and determined that the principal
risks were related to revenue recognition in relation to the interest income from the loans receivable and
management bias and judgement involved in accounting estimates, specifically in relation to the loan
recoverability (the response to which are detailed in our key audit matters above).

Audit procedures performed by the engagement team to respond to the risks identified included:

e Discussion with and enquiry of Directors concerning known or suspected instances of non-
compliance with laws and regulations and fraud;

e Obtaining an understanding of the internal control environment in place to prevent and detect
irregularities;

¢ Reading minutes of meetings of those charged with governance, correspondence with the Guernsey
Financial Services Commission, internal compliance reports, complaint registers and breach
registers to identify and consider any known or suspected instances of non-compliance with laws and
regulations and fraud;

e Recalculating loan interest income based on the underlying loan agreements.

Our audit procedures were designed to respond to risks of material misstatement in the financial
statements, recognising that the risk of not detecting a material misstatement due to fraud is higher than
the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for
example, forgery, misrepresentations or through collusion. There are inherent limitations in the audit
procedures performed and the further removed non-compliance with laws and regulations is from the
events and transactions reflected in the financial statements, the less likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council’s website at:
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

The engagement director on the audit resulting in this independent auditor’s opinion is Simon Hodgson
Use of our report

This report is made solely to the Company’s members, as a body, in accordance with Section 262 of the
Companies (Guernsey) Law, 2008. Our audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

BDO Limited
Chartered Accountants
Place du Pré

Rue du Pré

St Peter Port
Guernsey

Date: 7 October 2022
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Statement of Financial Position
As at 30 June 2022

Notes 30 June 2022 30 June 2021
£ £
Non Current Assets
Investments at fair value through profit or loss 7 2,861,913 3,239,119
Loans and receivables 8 5,226,498 6,604,903
8,088,411 9,844,022
Current Assets
Loans and receivables 8 14,054,096 8,176,950
Other receivables 9 130,330 38,786
Cash and cash equivalents 3,777,894 8,972,132
17,962,320 17,187,868
Total Assets 26,050,731 27,031,890
Current Liabilities
Other payables 10 241,048 207,291
Total net assets 25,809,683 26,824,599
Equity
Revenue reserve 6,214,552 6,338,510
Share capital 11 14,465,716 14,465,716
Redeemers’ reserve 12 5,129,413 6,020,371
25,809,681 26,824,597
Management share capital 11 2 2
Total equity 25,809,683 26,824,599
Net asset value per Sterling Redeemable Preference
Share 13 £1.5812 £1.8042
Net asset value per Class A Sterling Redeemable
Preference Share 13 £1.0555 £1.0175
Net asset value per Redeemer’s Share 13 £1.2409 £1.4564

The Financial Statements on pages 22 to 46 were approved and authorised for issue by the Board of
Directors on 7 October 2022 and signed on its behalf by:

Director: William Scott

The accompanying notes on pages 26 to 46 form an integral part of these Financial Statements.
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Statement of Comprehensive Income
For the year ended 30 June 2022

Notes 30 June 2022 30 June 2021
£ £

Income
Loan interest 8 524,629 232,934
Net gains on investments and loans at fair value
through profit or loss 7,8 447 174 1,660,603
Movement in make good 8 150,789 1,727,629
Movement in impairment charge and bad debt provision 8 (1,324,767) (1,490,000)
Total income (202,175) 2,131,166
Expenses
Supplemental return due to Rcapital 4 (28,976) (4,950)
Management fee 4 (516,193) (388,715)
Administration fee 4 (87,928) (70,109)
Directors’ fees and expenses 4 (39,000) (35,714)
Auditor’s remuneration (33,750) (32,687)
Legal and professional (8,835) (11,390)
Bad debt - (10,323)
Other expenses (36,950) (37,405)
Total expenses (751,632) (591,293)
(Loss)/profit for the financial year before taxation (953,807) 1,539,873
Net withholding tax charge 16 - -
(Loss)/profit for the financial year (953,807) 1,539,873
Other comprehensive income - -
Total comprehensive (loss)/income for the year (953,807) 1,539,873
Basic and diluted (loss)/earnings per Sterling
Redeemable Preference Share 6 (22.30p) 17.97p
Basic and diluted earnings per Sterling Redeemable
Preference A Share 6 3.80p 4.00p

Basic and diluted earnings per Redeemer’s Share -

The results for the current and prior years are derived from continuing operations.

The accompanying notes on pages 26 to 46 form an integral part of these Financial Statements.
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Statement of Changes in Equity

For the year ended 30 June 2022

Management
Notes Share capital share capital Revenue reserve Redeemers reserve Total equity
£ £ £ £ £
As at 30 June 2021 14,465,716 2 6,338,510 6,020,371 26,824,599
Total comprehensive loss for the year - - (123,958) (829,849) (953,807)
A Shares issued 11 - - - - -
Costs of A Share issue - - - - -
Funds due to Redeemers 12 - - - - -
Share redemptions 12 - - - (61,109) (61,109)
As at 30 June 2022 14,465,716 2 6,214,552 5,129,413 25,809,683
For the year ended 30 June 2021
Management
Notes Share capital share capital Revenue reserve Redeemers reserve Total equity
£ £ £ £ £
As at 30 June 2020 7,061,581 2 4,812,258 - 11,873,841
Total comprehensive income for the year - - 1,526,252 13,621 1,539,873
A Shares issued 11 14,947,000 - - - 14,947,000
Costs of A Share issue (336,115) - - - (336,115)
Funds due to Redeemers 12 (7,206,750) - - 7,206,750 -
Share redemptions 11 &12 - - - (1,200,000) (1,200,000)
As at 30 June 2021 14,465,716 2 6,338,510 6,020,371 26,824,599

The accompanying notes on pages 26 to 46 form an integral part of these Financial Statements.
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Statement of Cash Flows
For the year ended 30 June 2022

Operating activities

Loan interest received

Loan repayments on loan at fair value through profit or loss
Operating expenses paid

Loans advanced

Loan repayments received

Proceeds from sale of investments

Net cash outflow from operating activities

Financing activities

A Shares issued

A Share issue costs
Share redemptions paid

Net cash (outflow)/inflow from financing activities

(Decrease)/increase in cash and cash equivalents in the
year

Reconciliation of net cash flow

Balance brought forward

(Decrease)/increase in cash and cash equivalents in the
year

Balance carried forward

Reconciliation of (loss)/profit for the financial year to
net cash flow from operating activities

(Loss)/profit for the financial year

Unrealised movement on investments

Movement in impairment charge and bad debt provision
Sale proceeds receivable

(Increase)/decrease in receivables

Increase in payables

Loans advanced

Capitalised interest

Movement in make good

Loans repayments received

Notes 30 June 2022 30 June 2021
£ £

8 459,388 279,648
643,249 -

(700,938) (503,140)

8 (5,600,000) (6,530,000)
8 - 910,000
65,172 -

(5,133,129) (5,843,492)

11 - 14,947,000
1 - (336,115)
11 (61,109) (1,200,000)
(61,109) 13,410,885

(5,194,238) 7,567,393
8,972,132 1,404,739
(5,194,238) 7,567,393
3,777,894 8,972,132

(953,807) 1,539,873

7 304,487 (170,603)
1,324,767 -

9 (43,240) _
(48,304) 272,596

33,757 87,038

8 (5,600,000) (6,530,000)
- (224,767)

8 (150,789) (1,727,629)
8 - 910,000
(5,133,129) (5,843,492)

The accompanying notes on pages 26 to 46 form an integral part of these Financial Statements.
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Notes to the Financial Statements
For the year ended 30 June 2022

(a)

(b)

(c)

The Fund

The Fund is a Guernsey closed-ended investment fund, incorporated with limited liability in Guernsey on 31
January 2008 in accordance with The Control of Borrowing (Bailiwick of Guernsey) Ordinance, 1959 as
amended and the Companies (Guernsey) Law, 2008. The Fund commenced business on 17 March 2008.
The Redeemable Preference Shares (the “Ordinary Shares” or “Sterling Redeemable Preference Shares”)
of the Fund are listed on The International Stock Exchange (“TISE”). The A Shares were also listed on TISE
on 6 January 2021.

The Fund is a Guernsey Authorised Closed-Ended Investment Scheme and is subject to the Authorised
Closed-Ended Investment Scheme Rules, 2008.

Principal Accounting Policies

Statement of Compliance

The Financial Statements of the Fund for the year ended 30 June 2022 have been prepared in accordance
with United Kingdom (“UK”) accounting standards, under the Financial Reporting Standard Applicable in the
UK and Republic of Ireland (“FRS 102”).

Going Concern

The Fund has considerable financial resources which includes available cash balances at 30 June 2022 of
£3,777,894 which is sufficient to meet the expected operating expenditure of the Fund for at least the next
12 months. This excludes any expected interest receipts from the loan investments held at the year end 30
June 2022. After making enquiries the Directors have a reasonable expectation that the Fund has adequate
resources to continue in operational existence for the foreseeable future. Accordingly, the Directors
continue to adopt the going concern basis in preparing these Financial Statements.

The fluidity of the COVID-19 virus and ongoing geopolitical events (such as the Russia/Ukraine crisis)
makes it difficult to predict their ultimate impact. However, the Directors do not underestimate the
seriousness of the issue and the inevitable effects they will have on the global economy and many
businesses across the world. The assessment of these situations will need continued attention and will
evolve over time.

Foreign Currency

(i) Functional and Presentation Currency

The Fund’s investors are mainly from the UK, with the subscriptions and redemptions of the Shares
denominated in sterling. The primary objective of the Fund is to offer UK investors the opportunity to
generate significant total returns over the long term with limited risk to Shareholders’ subscriptions. The
performance of the Fund is measured and reported to investors in sterling. The Directors consider sterling
to be the currency that most faithfully represents the economic effects of the underlying transactions, events
and conditions. The Financial Statements are presented in sterling, which is the Fund’s functional and
presentation currency.

(ii) Transactions and Balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation at period-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the Statement of Comprehensive Income. Translation
differences on financial assets and liabilities such as equities at fair value through profit or loss are
recognised in the Statement of Comprehensive Income.
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THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Notes to the Financial Statements, continued
For the year ended 30 June 2022

(d)

(e)

Principal Accounting Policies, continued
Income

Investment income
Income is included in the Statement of Comprehensive Income as follows:

¢ Income is recognised on a gross basis including withholding tax, if any.
¢ Interest revenue is recognised on a time-proportionate basis using the effective interest method.

Financial Instruments
The Fund adopts the recognition and measurement principles of IAS 39 in respect of its Financial
Instruments and the Disclosure requirements of Sections 11 and 12 of FRS 102.

Financial assets and financial liabilities are recognised in the Statement of Financial Position when the Fund
becomes a party to the contractual provisions of the instrument.

(i) Financial assets
The classification of financial assets at initial recognition depends on the purpose for which the financial
asset was acquired and its characteristics.

All financial assets are initially recognised at fair value. All purchases of financial assets are recorded at
trade date, being the date on which the Fund became party to the contractual requirements of the financial
asset.

The Fund’s financial assets are categorised as financial assets at fair value through profit or loss and loans
and receivables. Unless otherwise indicated the carrying amounts of the Fund’s financial assets
approximate to their fair values. Gains and losses arising from changes in the fair value of financial assets
classified as fair value through profit or loss are recognised in the Statement of Comprehensive Income.

A financial asset (in whole or in part) is derecognised either:

¢ when the Fund has transferred substantially all the risk and rewards of ownership;

e when it has not retained substantially all the risk and rewards and when it no longer has control
over the asset or a portion of the asset; or

e when the contractual right to receive cash flow has expired.

Loans are initially recognised at fair value, which at the point of acquisition is equal to cost, less transaction
costs that are directly attributable to the acquisition and subsequently carried at amortised cost, using the
effective interest rate method, less provisions for impairment, if they meet the definition of a basic financial
instrument.

(i) Financial liabilities
The classification of financial liabilities at initial recognition depends on the purpose for which the financial
liability was issued and its characteristics.

All financial liabilities are initially recognised at fair value, which at the point of the transaction is equal to
cost, net of transaction costs incurred.
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(e)

()

Principal Accounting Policies, continued
Financial Instruments, continued

(i) Financial liabilities, continued
Financial liabilities measured at amortised cost include trade payables and other short-term monetary
liabilities, and are subsequently carried at amortised cost using the effective interest rate method.

A financial liability (in whole or in part) is derecognised when the Fund has extinguished its contractual
obligations, it expires or is cancelled. Any gain or loss on derecognition is taken to the Statement of
Comprehensive Income.

Impairment of Loans and Receivables

Loans and receivable assets are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They principally comprise trade and other receivables, but also incorporate
other types of contractual monetary assets.

Loans and receivables are assessed at each reporting date to determine whether there is any objective
evidence that they are impaired. Loans and receivables are considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of that
asset. Other factors considered include information about the counterparty, liquidity, solvency, business and
financial risk exposures and the fair value of collateral and guarantees.

Individually significant financial assets are tested for impairment on an individual basis. In considering the
gross impairment of the Fund’s loan book, consideration is given to the Investment Adviser undertaking to
make good losses incurred by the Fund on loans advanced to portfolio companies to the extent that the
Investment Adviser has attributable gains available on its equity in other relevant portfolio companies. This
capped guaranteed amount is based on the fair value of Rcapital’s equity holdings in underlying investee
companies in which the Fund co-invested. Any make good effectively serves to reduce impairments which
would otherwise be recognised by the Fund on Portfolio loans.

All impairment losses as reduced by make good are recognised in the Statement of Comprehensive Income.
Rcapital’'s make good obligations exist for all investments. However, make good obligations relating to
losses on investments made prior to the continuation vote on 31 December 2015 were not to be taken into
account against new investments. As at 30 June 2022, £5,226,498 of make good obligation is due from the
Investment Adviser in respect of the investments. (30 June 2021: £5,075,709).

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognised. The reversal is recognised in the Statement of Comprehensive Income.

(g) Investments at Fair Value Through Profit or Loss

(i) Classification
Equity investments are measured at fair value through profit or loss.

(ii) Measurement

Investments at fair value through profit or loss are initially recognised at fair value, which at the point of
acquisition is equal to cost. All investments are designated at fair value through profit or loss as the portfolio
is managed on this basis. Transaction costs are expensed in the Statement of Comprehensive Income.
Subsequent to initial recognition, all investments are measured at fair value through profit or loss. Realised
and unrealised gains and losses arising on such investments are presented in the Statement of
Comprehensive Income in the period in which they arise.
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(9)

Principal Accounting Policies, continued
Investments at Fair Value Through Profit or Loss, continued

Classification of Fair Value Measurements

In accordance with FRS 102, the Fund is required to classify fair value measurements using a fair value
hierarchy that reflects the significance of the inputs used in making the measurements. Management has
adopted the amendments to the fair value hierarchy disclosures to FRS 102 contained within the section 34
and issued in March 2016. The fair value hierarchy has the following levels:

¢ Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

e Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and

e |nputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement in its
entirety. For this purpose, the significance of an input is assessed against the fair value measurement in its
entirety. If a fair value measurement uses observable inputs that require significant adjustment based on
unobservable inputs, the measurement is a Level 3 measurement. Assessing the significance of a particular
input to the fair value measurement in its entirety requires judgement considering factors specific to the
asset or liability.

(iii) Fair value estimation
Unquoted investments at fair value through profit or loss are valued in accordance with the International
Private Equity and Venture Capital valuation guidelines (“IPEV”).

When valuing the underlying investee companies the Investment Adviser and Manager review information
provided by the underlying investee companies and apply IPEV methodologies to estimate a fair value as at
the date of the Statement of Financial Position.

Initially acquisitions are valued at cost, being price of recent investment. Once maintainable earnings can
be identified the preferred method of valuation is the earnings multiple valuation technique, where a multiple
that is an appropriate and reasonable indicator of value (given the size, risk profile and earnings growth
prospects of the underlying company) is applied to the maintainable earnings of the company. Where the
earnings multiple valuation technique is not considered to be the most appropriate valuation method other
methods will be applied.

In the current year equity investments are valued as follows:
Sum of the Parts — Independent Group (UK) Limited
EBITDA Multiple — Richard Irvin FM Limited

EBITDA Multiple — PPCE Group Limited

EBITDA Multiple — Nasmyth Group Limited

The loan held at fair value is valued using a discounted cash flow.

(Refer to Note 7 for further details).
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(9)

(h)

(i)

Principal Accounting Policies, continued

Investments at Fair Value Through Profit or Loss, continued

The Board reviews and considers the fair value arrived at by the Investment Adviser and Manager before
incorporating into the fair value of the investments adopted by the Fund. The variety of valuation bases
adopted, quality of management information provided by the underlying investee companies and the lack of
liquid markets for the investments mean that there are inherent difficulties in determining the fair value of
these investments that cannot be eliminated. Therefore, the amounts realised on the sale of investments
may differ from the fair values reflected in these Financial Statements and the differences may be
significant.

Expenses
Expenses are accounted for on an accruals basis.

Cash and Cash Equivalents

Cash comprises current deposits with banks. Cash equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash, are subject to an insignificant risk of change in value, and
are held for the purpose of meeting short-term cash commitments rather than for investment or other
purposes.

Critical Accounting Estimates And Judgements

The preparation of Financial Statements in conformity with FRS 102 requires management to make
judgements, estimates and assumptions that affect the application of policies and the reported amounts of
assets and liabilities, income and expenses. These estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of judgements relating to the carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from estimates. Estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.

Key sources of estimation uncertainty
The following are the key assumptions and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

(i) Fair value of Investments at fair value through profit or loss
The Fund’s policy is for the Investment Adviser and the Board of Directors to evaluate the information about
these investments on a fair value basis together with other related financial information.

Initially acquisitions are valued at cost. Once maintainable earnings can be identified the preferred method
of valuation is the earnings multiple valuation technique, where a multiple that is an appropriate and
reasonable indicator of value (given the size, risk profile and earnings growth prospects of the underlying
company) is applied to the maintainable earnings of the company. Where the earnings multiple valuation
technique is not considered to be the most appropriate valuation method other methods will be applied.

The Board reviews and considers the fair value arrived at by the Investment Adviser and Manager before
incorporating into the fair value of the investments adopted by the Fund. The variety of valuation bases
adopted, quality of management information provided by the underlying investee companies and the lack of
liquid markets for the investments mean that there are inherent difficulties in determining the fair value of
these investments that cannot be eliminated. Therefore, the amounts realised on the sale of investments
may differ from the fair values reflected in these Financial Statements and the differences may be
significant. Please refer to note 15 for further information on sensitivities.
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3. Critical Accounting Estimates and Judgements, continued

(i) Loan recoverability

Loans and receivables are assessed by the Board at each reporting date to determine whether there is any
objective evidence that they are impaired. Loans and receivables are considered to be impaired if objective
evidence indicates that one or more events have had a negative effect on the estimated future cash flows of
that asset. Other facts considered include information about the counterparty, liquidity, solvency, business
and financial risk exposures and the fair value of collateral and guarantees.

In accordance with the Fund’s investment policy, the Fund identifies financially distressed companies and
aims, along with the Investment Adviser, to financially restructure the company by providing finance by way
of loans. As such, as the Fund invests in distressed companies, the loans carry more risk than if they had
been provided to standard operating companies and the Board take this into account when considering any
impairment.

The Board also considers that where the equity associated with an investment has value, this implies that
the associated loan is recoverable as all loans would be repaid through a sale. Where there is no value in
the equity, the Board considers that the associated loans carry considerably more risk than those backed
with equity value. As at 30 June 2022, loans amounting to £7,229,194 (30 June 2021: £1,629,194) had an
associated equity value of £2,861,913 (30 June 2021: £3,239,119).

In the case of the £6,400,000 loan to FAE Ventures Limited, The Company does not hold any equity in the
company but the Board considers that the loan is low risk given the value of the music catalogue owned by
the business. As at 30 June 2022, the loan had a fair value of £6,824,902 (30 June 2021: £8,076,950) and
had no associated equity value.

In assessing impairment management take account of Rcapital’s obligations under the cumulative make
good, as at 30 June 2022, there were £4,206,355 of losses to consider and, as such, £1,520,842 make
good obligation has arisen (30 June 2021: there were £2,990,000 of losses to consider and, as such,
£1,727,629 make good obligation had arisen).

4. Related Parties and Material Agreements
Flight and Partners Limited (the “Manager”) is a related party of the Fund. Mark Warde-Norbury, a Director
and shareholder in the Fund (see Directors’ interests as disclosed at the end of this note), is also a director
of the Manager.

The Lord Flight, a director of the Manager, is a shareholder in the Fund.

As at 30 June 2022, Mr Permijot Valia, a director of the Manager, holds 50,000 A Shares in the Fund (30
June 2021: 50,000 A Shares).

As at 30 June 2022, the Manager owned a total of 62,500 (30 June 2021: 62,500) Shares in the Fund.

As at 30 June 2022, the families of the directors and associates of the Manager owned a total of 403,084
(30 June 2021: 403,084) Shares in the Fund.

As at 30 June 2022, directors and associates of the Investment Adviser beneficially owned a total of
2,550,000 Shares (30 June 2021: 2,500,000) in the Fund through entities owned or controlled by the
directors of the Investment Adviser.

The Fund is responsible for the continuing fees of the Manager and Administrator in accordance with the
Investment Management Agreement dated 5 February 2008 (as amended and restated on 18 January
2017) and Administration Agreement dated 5 February 2008.
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4. Related Parties and Material Agreements, continued

Investment Manager

The Manager was appointed to the Fund pursuant to an Investment Management Agreement dated 5
February 2008 between the Fund and the Manager. The Investment Management Agreement was
amended and restated on 18 January 2017 and as further amended and restated on 17 September 2020
(the “Investment Management Agreement”). Under this agreement the Manager is responsible, inter alia, for
the management on behalf of the Fund, of the Fund’s investments, such management to be undertaken in
accordance with the Investment Strategy and Investment Restrictions, and to act as Alternative Investment
Fund Manager (“AIFM”) for the Fund. The Manager is also responsible for advising the Board from time to
time on the Fund’s Investment Strategy and programme. The Manager has express authority under the
terms of the Investment Management Agreement to delegate part of its responsibilities to the Investment
Adviser and the Administrator.

Pursuant to the provisions of the Investment Management Agreement, the Manager is entitled to receive a
management fee during the period calculated at 2.0% per annum of the quarter end NAV of the Fund,
payable quarterly in arrears. The total management fee due to the Manager for the year was £516,193 (30
June 2021: £388,715) and as at 30 June 2022 the management fee creditor was £129,340 (30 June 2021:
£134,430).

As a result of the previous continuation vote, the Manager has waived its right to a performance fee.

The Investment Management Agreement may be terminated by either party giving not less than 12 months’
notice in writing (or such shorter notice as the Manger may accept) to the other party expiring on or after the
twentieth anniversary of 11 February 2008 of the Investment Management Agreement. In addition, the
Investment Management Agreement may be terminated earlier upon certain breaches of the Investment
Management Agreement or the insolvency or receivership of either party.

Investment Adviser

Rcapital Partners LLP was appointed Investment Adviser to the Manager pursuant to an Investment
Advisory Agreement dated 11 February 2008 amended and restated on 18 January 2017 and as further
amended and restated on 12 October 2020 (the “Investment Advisory Agreement”) between the Manager
and the Investment Adviser (and amended, as advised in the Managers’ Report in the Annual Report and
Audited Financial Statements for the year ended 30 June 2010, in order to clarify and refine the
circumstances and arrangements under which the Investment Adviser is required to underwrite any losses
of capital and the levels of income arising on the Fund’s portfolio from the gains it realises on its equity
interests in investee companies). Under this agreement the Investment Adviser is responsible, amongst
other things, to act as investment adviser to the Manager in relation to the Fund.

The Investment Advisory Agreement may be terminated by either party giving not less than 3 months’
notice in writing to the other party or after the twentieth anniversary of 11 February 2008 of the Investment
Advisory Agreement. In addition, the Investment Advisory Agreement may be terminated earlier upon
certain breaches of the Investment Management Agreement or the insolvency or receivership of either

party.

Under the terms of the Discretionary Advisory Services Agreement between the Investment Adviser and the
Manager, the Investment Adviser holds 70% of the available equity interest in any investments that the
Fund invests in. The Investment Adviser will also be entitled to charge and recover charges directly from
fund investments:

e In respect of services provided by the Investment Adviser to fund investments comprising management
consultancy, operational and related financial restructuring advice;

e In respect of legal, accountancy or professional services arranged by the Investment Adviser for the
benefit of fund investments; and

¢ In respect of other services required to improve the operation or financial position of fund investments.
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Related Parties & Material Agreements, continued

Investment Adviser, continued

Additionally, under the terms of the Discretionary Advisory Services Agreement, the Investment Adviser has
two qualified obligations to the Fund. First the Investment Adviser will make good any losses (whether such
losses arise from the failure of the borrower to make repayments of principal, interest, commitment,
redemption charges or other sums due) arising in respect of the Fund’s portfolio. Secondly the Investment
Adviser will underwrite returns in the event that the average returns across the Fund’s loan portfolio shall
fall short of the equivalent of an annual return of 6% above Barclays Base Rate or 10%, whichever is
higher. In summary the two qualified obligations are structured as described in paragraphs a) and b) below:

the obligation to make good losses is measured each time the Investment Adviser realises equity
investments it holds in companies in which the Fund is also an equity investor. If at the date of realisation a
loss has arisen on the Fund’s loan book (through failure of a borrower to make a required payment or where
a provision has been made in respect of a loss) an amount equivalent to the loss will be paid by the
Investment Adviser to the Fund out of the proceeds of sale of the Investment Adviser’s equity investment. If
the proceeds of sale are insufficient to recover the loss, the shortfall will be recovered (to the extent such
proceeds are available) from the proceeds of sale of subsequent realisations of equity investments held by
the Investment Adviser in companies in which the Fund is also an investor;

the obligation to underwrite returns was measured firstly on 30 June 2009 and then on each anniversary of
that date until the expiry of the expected initial seven year duration of the Fund. If, at the date of
measurement average returns across the Fund’s loan portfolio fall short of the equivalent of an annual
return of 6% above Barclays Base Rate or 10%, whichever is higher the Investment Adviser will have an
obligation to reimburse the shortfall to the Fund from subsequent realisations of equity investments held by
the Investment Adviser in companies in which the Fund is also an investor;

the Investment Adviser’s obligations to make good losses and to underwrite returns are qualified in three
ways. Firstly, the Investment Adviser’'s aggregate commitment cannot exceed a maximum of the proceeds
of sale of equity interests held by the Investment Adviser in companies in which the Fund holds an equity
interest. Secondly, the Fund cannot make a double recovery by recovering sums representing the same
loss under the Investment Adviser's obligation to make good losses (sub-paragraph (a) above) and to
underwrite returns (under sub-paragraph (b) above). Thirdly, if when the Investment Adviser disposes of
equity it either has no obligation to make good losses out of the proceeds of sale or the losses are covered
by the proceeds of sale, the remaining balance of the proceeds of sale, once any sums due to the Fund by
way of underwriting of returns are deducted, are the irrevocable property of the Investment Adviser and will
not be available to the Fund for the reimbursement of future losses; and

the Fund will take a charge over the Investment Adviser's equity interests to secure the Investment
Adviser’s obligations regarding losses and returns.

As at 30 June 2022 a make good amount of £5,226,498 (30 June 2021: £5,075,709) has been taken into
account when considering and recognising cumulative loan book impairments as explained in note 2 (f). In
addition, no make good (30 June 2021: £nil) was received from the Investment Adviser during the year by
way of actual make good received and an amount of £nil (30 June 2021: £nil) was written-off. While
Rcapital’s make good obligations will continue with regard to both existing and new investments, make
good obligations relating to historic losses arising on investments made before 31 December 2015 will not
be taken into account against investments made after that date. Make good on investments made prior to
Continuation Proposal on 1 January 2021, will only be attributable to Sterling Redeemable Preference
Shares and redeemed former shareholders. Make good on investments made post 1 January 2021, will
only be attributable to A Shares and Sterling Redeemable Preference Shares.
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Investment Adviser, continued

The make good obligation is calculated based on an estimate of the underlying value of the Investment
Adviser’s shares in investee entities. As such the level of recognised make good is subject to future
fluctuation based on the underlying investee company valuations.

In addition, under the terms of the Discretionary Advisory Services Agreement, should the Fund receive any
additional payment of a capital or income nature, in relation to the loan facilities (excluding principal
repayments and income returns constituting the Minimum Average Return) (“Supplemental Return”), the
Fund shall be entitled to receive 30% of the Supplemental Returns so received and the Investment Adviser
shall be entitled to receive 70%. These payments include, but are not limited to, exceptional interest
payments, arrangement fees, commitment fees and redemption fees or any additional or increased
payments of this type.

The Supplemental Returns can be offset against the obligations of the Investment Adviser to the Fund, as
described above. During the year, an amount of £28,976 (30 June 2021: £4,950) was received by the Fund
which was due to the Investment Adviser as Supplemental Return. As at 30 June 2022, the amount of
Supplemental Return payable to the Investment Adviser was £52,999 (30 June 2021: £24,022).

The Administrator

Sanne Fund Services (Guernsey) Limited (formerly Praxis Fund Services Limited) (the “Administrator”’) has
been appointed to the Fund pursuant to an Administration Agreement dated 5 February 2008, as amended
on 12 October 2020 (the “Administration Agreement”) between the Administrator and the Fund. The
Administrator has also been appointed to act as Secretary of the Fund. Under this agreement, the
Administrator will be responsible for certain administrative duties in accordance with the Administration
Agreement.

With effect from 3 December 2021, the fund services division of PraxisIFM Group, which included Praxis
Fund Services Limited, the Company’s Secretary and Administrator of the Company, was acquired by
Sanne Group plc. Effective 6 December 2021, Praxis Fund Services Limited changed its name to Sanne
Fund Services (Guernsey) Limited.

On 4 August 2022, the entire share capital of Sanne Group Plc, the ultimate parent company of Sanne
Fund Services (Guernsey) Limited, the Administrator, was acquired by Apex Acquisition Company Limited,
a wholly-owned subsidiary of Apex Group Limited.

The Administration Agreement may be terminated by either party on not less than 180 days written notice,
or earlier upon certain breaches of the Administration Agreement or the insolvency or receivership of either
party or if the Administrator ceases to be qualified to act as such.

With effect from 12 October 2020, the Administrator is entitled to receive an annual administration fee of
0.125% of the Fund’s NAV, subject to a minimum fee of £37,500 together with a fee for company secretarial
services charged on a time basis and a fixed fee of £10,000 per annum, per class. The minimum fee is
subject to increase by inflation based on Guernsey Retail Price Index from 1 May. The total administration
fee due for the year was £87,928. (30 June 2021: £70,109, of which £15,000 related to a one off launch fee
in relation to the A-Shares) and as at 30 June 2022 the administration fee creditor was £19,733 (30 June
2021: £13,077).

With effect from 1 May 2020, the Administrator is entitled to receive a sponsor fee of £6,000 per annum in
consideration for acting as the Fund’s listing sponsor on TISE. The total sponsor fee due for the year was
£6,000 (30 June 2021: £5,166) and as at 30 June 2022 the sponsor fee creditor was £Nil (30 June 2021:
prepayment £1,003).
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Directors’ Fees and Interests

Each of the Directors has entered into an agreement with the Fund providing for them to act as a non-
executive director of the Fund. Their annual fees, excluding all reasonable expenses incurred in the course
of their duties which will be reimbursed by the Fund are as follows:

30 June 2022 30 June 2021

Annual Fee Annual Fee

£ £

William Scott (Chairman) 15,000 13,500
Mark Warde-Norbury 12,000 11,000
Roger Le Tissier 12,000 11,000
39,000 35,500

As at 30 June 2022, an amount of £Nil (30 June 2021: £495) was payable to the Directors. During the year,
an amount of £Nil was paid in relation to Directors’ expenses (30 June 2021: £214).

The interests of the Directors who held office during the year and their families are set out below:

30 June 2022 30 June 2021
Shares Shares

William Scott (Chairman) - -
Mark Warde-Norbury 40,061 40,061
Roger Le Tissier

40,061 40,061

Subsequent to the year end, there have been no changes in the interests of the Directors prior to the date
of approval of this report.

5. Controlling Parties
The Shares of the Fund are owned by a number of different parties, with no individual owning more than
20% of the Shares in issue, and therefore, in the opinion of the Directors, there is no ultimate controlling
party of the Fund.

As at 30 June 2022, Mr Jamie Christopher Constable held an interest of 11.10% (30 June 2021: 11.77%) of
the issued share capital of the Fund. The Cayzer Trust Company Limited held an interest of 16.62% (30
June 2021: 16.62%) of the issued share capital of the Fund. Harris & Sheldon Investments Limited held an
interest of 13.85% (30 June 2021: 13.85%) of the issued share capital of the Fund.

6. Basic and diluted earnings/(deficit) per Sterling Redeemable Preference Share
Loss per Sterling Redeemable Preference Share is based on the allocated loss for the year of £691,550 (30
June 2021: profit £928,423) and the weighted average number of Sterling Redeemable Preference Shares
in issue for the year ended 30 June 2022 which was 3,101,404 (30 June 2021: 5,165,436).

Profit per Class A Share is based on the profit for the year of £567,592 (30 June 2021: profit £597,829) and
the weighted average number of A Shares during the year of 14,947,000 (30 June 2021: 14,947,000).

Loss per Redeemer’s share is based on the loss for the year of £829,849 (30 June 2021: profit £13,621)
and the number of Sterling Redeemable Preference Shares redeemed as at 31 December 2020 of
4,133,733 (30 June 2021: 4,133,733).

There are no instruments in issue which could dilute future earnings.
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7. Investments at Fair Value Through Profit or Loss

Book cost brought forward

Sale of investments

Realised gains on investments

Book cost carried forward

Net unrealised gain on fair value through profit or
loss investments:

Brought forward

Movement during the year

Unrealised gain carried forward

Fair value carried forward

Total (losses)gains on investments at fair value
through profit or loss:

Movement in gains on loan at fair value through
profit or loss (see note 8)

Realised gains

Investment income

Movement in net unrealised (losses) on equities at
fair value through profit or loss

30 June 2022 30 June 2021
£ £

(108,412) -
108,412 -
3,239,119 1,900,699
(377,206) 1,338,420
2,861,913 3,239,119
2,861,913 3,239,119

30 June 2022 30 June 2021
£ £

72,719 322,183
108,412 R
643,249 -
(377,206) 1,338,420

447 174 1,660,603

The following table analyses within the fair value hierarchy the Fund’s financial assets at fair value through

profit or loss:

2022

Level 2
£

Total
£

Investments at fair value through profit or loss

2,861,913

2021

Level 2
£

Total
£

Investments at fair value through profit or loss

3,239,119

The valuation and classification of the investments are reviewed on a regular basis. The Board determines
whether transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on
the lowest level input that is significant to the fair value measurement as a whole) at the end of each

reporting period. There were no transfers within the fair value hierarchies during the year.

No investments have been reclassified between non-current assets and current assets during the year

ended 30 June 2022 or 30 June 2021.
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Valuation methodology Description Discounted multiples Fair value
30 June 2022
The investment in Independent Group (UK)
Sum of the Parts Limited is valued based on achieved/expected N/ £121,725
L e a
sale proceeds of the three divisions within the
Independent Group (UK) Limited Group.
EBITDA Multiple
EBITDA multiple of 5 times at £2,521,138
PPCE Group Limited Commonly used Private Equity valuation investee level.
: : . methodology. Used for investments which are
Richard Irvin FM Limited profitable and for which a set of listed
companies and precedent transactions with
similar characteristics can be determined.
Lettbel Limited (Nasmyth Group) EBITDA multiple of 8 times at £219,050
investee level.
30 June 2021
EBITDA multiple of 5 times at £3,239,119
EBITDA Multiple investee level.
Commonly used Private Equity valuation
Independent Group (UK) Limited methodology. Used for investments which are
profitable and for which a set of listed
PPCE Group Limited companies and precedent transactions with
similar characteristics can be determined.
Richard Irvin FM Limited
Breakup value (asset value) The investment into Beheren Limited is held at | Breakup value (asset value) £nil

Beheren Limited (trading as Capital Cooling)

fair value and has been valued using breakup
value (asset value) approach adjusted for
preferential HMRC creditors and administration
costs. The assets include the Debtors and
stock which have been included at 90% and
80% of balance sheet value respectively.
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8. Loans and Receivables

30 June 2022
Loans at Loan Total loans
amortised Loan held at interest Make good and
cost fair value receivable receivable receivables
£ £ £ £ £
Loans and receivables
Current 7,229,194 6,824,902 - 5,226,498 19,280,594
Other receivables (see note 9) - - 84,434 - 84,434
Total loans and receivables 7,229,194 6,824,902 84,434 5,226,498 19,365,028
30 June 2022
Loans at Loan Total loans
amortised Loan held at interest Make good and
cost fair value receivable receivable receivables
£ £ £ £ £
Book cost brought forward 5,943,961 6,752,183 19,193 5,075,709 17,791,046
Interest charged - - 524,629 - 1,167,878
Loans advanced 5,600,000 - - - 5,600,000
Movement in make good - - - 150,789 150,789
Capitalised interest - - - - -
Repayments of loan
investments and interest - (643,249) (459,388) - (1,102,637)
Fair value movement - 715,968 - - 72,719
Book cost carried forward 11,543,961 6,824,902 84,434 5,226,498 23,679,795
Net impairment:
Brought forward (2,990,000) - - - (2,990,000)
Impairment movement (1,324,767) - - - (1,324,767)
Carried forward (4,314,767) - - - (4,314,767)
Loans and receivables carried
forward 7,229,194 6,824,902 84,434 5,226,498 19,365,028

As described in the accounting policy note 2 (f), when assessing for impairment on the loan portfolio, the
Directors take account of the capped guaranteed amount of Rcapital’s underlying co-invested equity as part

of its obligation to make good.

Where make good has been received this is a reversal of a past impairment and has been shown
separately for clarity. Any make good receivable effectively serves to reduce impairments which would
otherwise be recognised by the Fund on portfolio loans; however, the Directors have as additional
information shown make good movements separately in the above table.

The loan held at fair value relates to the FAE Group loan. It does not meet the definition of a basic financial
instrument due to the profit share element of the income received. Consequently, the loan is required to be
held at fair value. The discount rate applied to the loan as at 30 June 2022 is 10% (30 June 2021: 10%).
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Loans and Receivables, continued

30 June 2021
Loans at Loan Total loans
amortised Loan held at interest Make good and
cost fair value receivable receivable receivables
£ £ £ £ £
Loans and receivables
Current 2,953,961 6,752,183 - 5,075,709 14,781,853
Other receivables (see note 9) - - 19,193 - 19,193
Total loans and receivables 2,953,961 6,752,183 19,193 5,075,709 14,801,046
30 June 2021
Loans at Loan Total loans
amortised Loan held at interest Make good and
cost fair value receivable receivable receivables
£ £ £ £ £
Book cost brought forward 6,529,194 - 290,674 3,348,080 10,167,948
Interest charged - - 232,934 232,934
Loans advanced* 3,824,767 6,430,000 - 10,254,767
Movement in make good - - - 1,727,629 1,727,629
Capitalised interest 224,767 - (224,767) - -
Repayments of loan
investments and interest* (4,634,767) - (279,648) - (4,914,415)
Fair value movement - 322,183 - - 322,183
Book cost carried forward 5,943,961 6,752,183 19,193 5,075,709 17,791,046
Net impairment:
Brought forward (1,500,000) - - - (1,500,000)
Impairment movement (1,490,000) - - - (1,490,000)
Carried forward (2,990,000) - - - (2,990,000)
Loans and receivables carried
forward 2,953,961 6,752,183 19,193 5,075,709 14,801,046

*£3,724,767 was a reassignment of a loan between Capital Cooling and Beheren Limited

As described in the accounting policy note 2 (f), when assessing for impairment on the loan portfolio, the
Directors take account of the capped guaranteed amount of Rcapital’s underlying co-invested equity as part

of their obligation to make good.

Total gains on loans and receivables:

Loan interest

Other Receivables

Deferred sale proceeds
Prepayments
Loan interest (note 8)
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30 June 2022 30 June 2021
£ £

1,167,878 232,934
1,167,878 232,934

30 June 2022 30 June 2021
£ £

43,240 -

2,656 19,593

84,434 19,193
130,330 38,786
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10. Other Payables

11.

30 June 2022 30 June 2021

£ £

Management fees (note 4) 129,340 134,430
Supplemental return due from Rcapital* (note 4) 52,999 24,022
Audit fee 32,354 31,855
Administration fee (note 4) 19,733 16,489
Directors’ fee - 495
Nominee fee 500 -
Sundry creditors 6,122 -
241,048 207,291

*Supplemental Return is a 70% share of any additional amounts received by the Fund, such as, exceptional interest, arrangement
fees, commitment fees and redemption fees, relating to loans advanced and which is payable to the Investment Adviser. See note 4 for
further detail.

The Directors consider that the carrying amount of trade and other payables approximates fair value.

Share Capital

Number of shares Share premium

£

At 30 June 2021 18,048,404 14,465,716
Sterling Redeemable Preference Shares redeemed

during the year - -

At 30 June 2022 18,048,404 14,465,716

Number of shares Share premium

£

At 30 June 2020 7,235,137 14,465,716
Sterling Redeemable Preference Shares redeemed

during the year - -

A Shares issued (less related costs) 14,947,000 14,947,000

A Shares issue costs - (336,115)

At 30 June 2021 18,048,404 14,465,716

The authorised share capital of the Fund on incorporation was divided into an unlimited number of Sterling
Redeemable Preference Shares of no par value and 2 Management Shares of £1.00 each.

Subject to the provisions of the law and without prejudice to any rights attaching to any existing shares or to
the provisions of the Articles, any new shares in the Fund may be issued with or have attached thereto such
preferred, deferred or other rights or such restrictions whether in regard to dividend, return of capital, voting
or otherwise as the Fund may from time to time by ordinary resolution determine, or, if no such resolution is
passed or so far as any pertinent resolution does not make specific provision, as the Directors may decide.

Share Capital refers to the equity which has arisen due to share dealing transactions in the Fund. Revenue

reserves relates to the net income the Fund has earned to date, less any dividend or distributions paid to
investors.

40



THE FLIGHT AND PARTNERS RECOVERY FUND LIMITED

Notes to the Financial Statements, continued
For the year ended 30 June 2022

11.

12

Share Capital, continued

Management Shares

The Management Shares have been created and issued so that Redeemable Preference Shares may be
issued. To qualify as Redeemable Preference Shares, the shares were required under the Companies
(Guernsey) Law, 1994, at incorporation, to have a preference over some other class of share capital.
Accordingly, in a winding up, the holders of the Management Shares have a right to repayment only of paid-
up capital after repayment of the paid-up capital on the Preference Shares. The Management Shares are
not redeemable and do not carry a right to participate in the profits or assets of the Fund. Each holder of
Management Shares is entitled to receive notice of and attend any general meeting of the Fund. The holder
does not have the right to vote at a General Meeting until such time as there are no Preference Shares in
issue.

Sterling Redeemable Preference Shares

The Sterling Redeemable Preference Shares carry the right to any dividends as determined by the
Directors. The shares carry a right to attend and vote at any general meeting. In a winding up, holders of
these shares also have a preferential right in respect of return of capital. The shares are redeemable at the
option of the Fund only, not at the instance of the shareholders and are therefore classified as equity.

Sterling Redeemable Preference A Shares

On 6 January 2021, the Fund issued 14,947,000 Sterling Redeemable Preference A Shares. The Sterling
Redeemable Preference A Shares carry the right to any dividends as determined by the Directors. The
shares carry a right to attend and vote at any general meeting. In a winding up, holders of these shares also
have a preferential right in respect of return of capital. The shares are redeemable at the option of the Fund
only, not at the instance of the shareholders and are therefore classified as equity.

Redeemers’ reserve

The Redeemers’ reserve reflects the value attributable to those shareholders who elected to redeem at the
12 October 2020 EGM. The Board effected the formal redemption of their shares as at 31 December 2020,
following which redeeming shareholders became creditors of the Fund for their pro rata entitlement to the
sales proceeds of existing investments as they were realised, and including income received after 31
December 2020 from those investments prior to their disposal; and their share of other net assets as at 31
December 2020.

The Redeemers’ reserve is adjusted for expenses which are attributable to the existing investments held as
at 31 December 2020.The aggregate amount that redeeming shareholders ultimately receive will be
dependent on the final sales proceeds of the relevant investee companies.

The below table details the Redeemers Reserve reconciliation:

30 June 2022 30 June 2021
£ £
Liability brought forward as at 1 July 6,020,371 -
Share redemptions - 7,206,750
Movement in Redeemers’ Reserve due to fair value movements on
investments (829,849) 13,621
Instalment proceeds paid to redeemers (61,109) (1,200,000)
Liability carried forward as at 30 June 5,129,413 6,020,371

The £61,109 instalment proceeds paid in the year ended 2022 were a result of an adjustment based on the
first instalment of proceeds paid in the year ended 2021.
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13.

14.

15.

Net asset value per share

The net asset value per Sterling Redeemable Preference Share is based on the net assets at 30 June 2022
attributable to Sterling Redeemable Preference shareholders of £4,903,967 (30 June 2021 £5,595,512) and
on the year end number of Sterling Redeemable Preference Shares in issue of 3,101,404 (30 June 2021:
3,101,404).

The net asset value per Sterling Redeemable Preference A Share is based on the net assets at 30 June
2021 attributable to Sterling Redeemable Preference A shareholders of £15,776,301 (30 June 2021:
£15,208,714) and on the year end number of Sterling Redeemable Preference A Shares in issue of
14,947,000 (30 June 2021: 14,947,000).

The net asset value per Redeemer’s Share is based on the net assets at 30 June 2022 attributable to those
redeemed former shareholders of £5,129,415 (30 June 2021: £6,020,371) and on the number of their
Sterling Redeemable Preference Shares redeemed as at 31 December 2020 as part of the Continuation
Proposal of 4,133,733 (30 June 2021: 4,133,733).

Financial Instruments

(a) Significant accounting policies:

Details of the significant accounting policies and methods adopted in respect of the Fund’s financial assets
and liabilities, including the criteria for recognition, the basis of measurement and the basis on which
income and expenses are recognised, are disclosed in note 2 to these Financial Statements.

(b) Categories of financial instruments:

Financial assets comprise loans and receivables, unquoted equity investments, trade receivables and cash
and cash equivalents. As at 30 June 2022, the fair value of the Fund’s financial instruments was
£26,048,075 (30 June 2021: £27,012,297). This was 100.92% (30 June 2021: 100.70%) of net assets
attributable to Shareholders and Redeemers.

(c) Derivatives:

In accordance with the Fund’'s scheme particulars the Fund may invest in derivatives or forward foreign
exchange contracts for the purpose of efficient portfolio management. No such derivatives or forward
foreign exchange contracts were held during the year ended 30 June 2022 (30 June 2021: none).

Financial Risk Management

Strategy in Using Financial Instruments:

The Fund’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The Fund’s overall
risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Fund’s financial performance.

The Fund’s investment objective is to generate significant total returns over the long term with limited risk to
Shareholders’ subscriptions.

Market Risk

All securities investments present a risk of loss of capital. The Manager moderates this risk through a
careful selection of securities and other financial instruments within specified limits. The maximum risk
resulting from financial instruments is determined by the fair value of the financial instruments. The Fund’s
portfolio and investment strategy is reviewed on a rolling basis by the Investment adviser and on a quarterly
basis by the Board and the Investment Manager. The investments held, including loans, make up 66% (30
June 2021: 23%) of the Fund’s NAV and these are monitored by the Investment Manager on a monthly
basis (refer to note 15 — Concentration risk).
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15. Financial Risk Management, continued

Market Risk, continued

Market risk is affected by three main components: changes in actual market prices, interest rate and foreign
currency movements. The Fund currently only invests in sterling denominated investments and is therefore
not directly subject to market foreign currency risk. Market risk is also impacted by macro-economic factors.

When preparing the following sensitivity analysis the make good amount is included within the value of
equity investments as it is directly linked to the equity value and as such any increase or decrease in the
equity value would also impact the make good amount (refer to note 4).

The Fund’s equity investments are currently valued at £2,861,913 (30 June 2021: £3,239,119) inclusive of
make good. £5,226,498 make good obligation is due from Rcapital as at 30 June 2022 (30 June 2021:
£5,075,709). If the price of the underlying investments, which are valued using a multiple basis, determined
by the investee’s EBITDA and EBITDA Multiple, increased by 10% with all other variables held constant
representing the Directors’ assessment of a reasonable possible change, this would bring about a £286,191
(30 June 2021: £323,912) increase in the net assets attributable to holders of Shares. Please refer to note
3(i) for further sensitivities.

If the equity investment value decreased by 10% with all other variables held constant representing the
Directors’ assessment of a reasonable possible change, this would bring about a £286,191 (30 June 2021:
£323,912) decrease in the net assets attributable to holders of Shares.

Interest Rate Risk

The Fund has exposure to risks associated with the effects of fluctuations in the prevailing levels of market
interest rates on its financial instruments and future cash flows as approximately 15% (30 June 2021: 33%)
of gross assets comprise floating rate loan instruments and floating rate cash. As at 30 June 2022, no
floating rate loan instruments were held, therefore at 30 June 2022 there was no negative exposure to lower
interest rates on loan instruments. These floating rate assets are generally held at amortised cost (since
they are held to maturity and are short duration).

The table below summarises the Fund’s exposure to interest rate risk by the contractual maturities:

Weighted
average
effective Less than1 Greater than No Fixed
At 30 June 2022 interest rate year 1 year Maturity Total
% £ £ £ £
Financial assets
Fixed interest rate unlisted
loans 10.58 200,000 7,029,194 - 7,229,194
Loan at fair value through
profit or loss 10.00 6,824,902 - - 6,824,902
Floating interest rate cash
at bank 0.00 3,777,894 - - 3,777,894
Non-interest bearing 127,674 - 8,088,411 8,216,085
Total financial assets 10,930,470 7,029,194 8,088,411 26,048,075
Financial liabilities
Non-interest bearing (241,048) - - (241,048)
Net financial assets 10,689,422 7,029,194 8,088,411 25,807,027
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Interest Rate Risk, continued

Weighted
average
effective Lessthan1 Greater than No Fixed
At 30 June 2021 interest rate year 1 year Maturity Total
% £ £ £ £
Financial assets
Fixed interest rate unlisted
loans 5.80 1,424,767 1,529,194 - 2,953,961
Loan at fair value through
profit or loss 10.00 6,752,183 - - 6,752,183
Floating interest rate cash
at bank 0.00 8,972,132 - - 8,972,132
Non-interest bearing 19,193 - 8,314,828 8,334,021
Total financial assets 17,168,275 1,529,194 8,314,828 27,012,297
Financial liabilities
Non-interest bearing (207,291) - - (207,291)
Net financial assets 16,960,984 1,529,194 8,314,828 26,805,006

The sensitivity analysis below has been determined based on the Fund’'s exposure to interest rates for
interest bearing assets and liabilities (included in the interest rate exposure table above) at the Statement of
Financial Position date and the stipulated change taking place at the beginning of the financial year and
held constant through the financial year in the case of instruments that have floating rates.

Although the Fund has the ability to borrow for investment, it has not done so to date. Accordingly,
fluctuations in public policy or market interest rates have little direct impact on Fund operations.

Interest rates may have a significant impact on the operating environment of investee companies and on
their borrowings from other providers, such as banks, and the Manager and Board consider such effects as
part of their regular portfolio monitoring. Although the direct impact of fluctuations in market and policy
interest rates on the Fund’s operations is considered by the Board to be immaterial, for illustrative purposes
a 100 basis points (30 June 2021: 25 basis points) increase or decrease is used in this note to indicate the
effect of such changes, representing the Directors’ assessment of a reasonable possible change.

If interest rates had been 100 basis points higher/(lower) (30 June 2021: 25 basis points), for assets and
liabilities as at 30 June 2022 that are subject to changing interest rates, and all other variables were held
constant, the Fund’s net assets attributable to holders of Shares for the year ended 30 June 2022 would
have increased/decreased by £37,779 (30 June 2021: £22,430). The floating interest rate unlisted securities
have interest rate floors to reduce the Fund’s exposure to a decrease in interest rates.

Foreign Currency Risk
Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.

As at 30 June 2022 and 30 June 2021 all of the Fund’s assets and liabilities are denominated in sterling, the

reporting currency of the Fund. Therefore, the Fund has no direct exposure to fluctuations in exchange
rates.
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Credit Risk

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a commitment that it
has entered into with the Fund. The maximum exposure to credit risk that the Fund faces is equal to the fair
value of the loans and receivables (and other receivables) held by the Fund.

This risk is managed through diversification of the investment portfolio and regularly reviewing third party
borrower’s underlying performance. The Fund aims to hold a diversified portfolio with a target of up to 10
holdings. The Fund has advanced loan finance on a secured basis only after a full assessment has been
made by the Investment Adviser of the adequacy of the security (and associated protections inherent in the
nature of the business) available to cover the loan finance concerned. The Fund has no sector bias. The
Fund has not invested in sectors regarded as problematical for recovery opportunities due to the nature of
their underlying businesses as determined by the Board from time to time.

Cash deposits are placed with Lloyds Bank plc. As at 30 June 2022 the long-term credit rating of Lloyds
Bank plc provided by Fitch, a leading provider of credit ratings, was ‘A+’ (30 June 2021: ‘A+’). 100% (30
June 2021: 100%) of the loans advanced are repayable within one year. All loans are carried at amortised
cost. Market conditions may dictate that loan investments need to be impaired. In calculating impairment,
consideration is given to the Investment Adviser's qualified guarantee to make good any losses (refer to
note 4) and the value of the co-invested equity which is held as collateral to secure the guarantee.

As at 30 June 2022 a make good amount of £5,226,498 (30 June 2021: £5,075,709) has been taken into
account when considering and recognising cumulative loan book impairments as explained in note 2 (f). No
make good was received from the Investment Adviser during the year (30 June 2021: £Nil).

As at 30 June 2022, loans and receivables have been impaired, after make good provisions, by a total of
£4,314,767 (30 June 2021: £2,990,000). Credit risk on loans held is the total value of loans and receivables
held of £7,229,194 (30 June 2021: £2,953,961) or 28.01% (30 June 2021: 11.01%) of net assets
attributable to Sterling Redeemable Preference Shareholders.

During the year to 30 June 2022, loan interest of £Nil (30 June 2021: £Nil) was received in relation to
impaired assets.

Liquidity Risk

Liquidity risk is the risk that the Fund will encounter in realising assets or otherwise raising funds to meet
financial commitments. The Fund has sufficient liquid assets to meet creditors/liabilities that fall due and all
liabilities of the Fund are regular, and as such, are all due within 6 months of the reporting date.

Concentration Risk

The Fund holds a relatively small number of investments, each of which represents a relatively large
proportion of the Fund’s net assets. Losses incurred in such investments could have a materially adverse
effect on the Fund’s overall financial position. As the majority of the pre-Continuation Proposal portfolio’s
investments have been realised and distributed, the Investment Adviser is pursuing and appraising potential
investments for the Fund. The key criteria are to identify investments of sufficiently good quality and which
are an appropriate size for the Fund. As at 30 June 2022, the Fund has eight (30 June 2021: eight)
investments with a maximum exposure of £16,916,009 (30 June 2021: £12,945,263).
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Financial Risk Management, continued

Capital Risk Management

The Fund’s capital is represented by its share capital. The Fund’s objective when managing capital is to
safeguard its ability to continue as a going concern in order to provide returns to Shareholders and to
maintain a strong capital base to support the development of investment activities of the Fund. In addition,
the Fund is able to raise capital by way of borrowing under the terms of its prospectus, however, it has not
done so to date.

Taxation

The Income Tax Authority of Guernsey has granted the Fund exemption from Guernsey income tax under
the Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989, as amended and the income of the Fund
may be distributed or accumulated without deduction of Guernsey income tax. Exemption under the above
mentioned Ordinance entails payment by the Fund of an annual fee of £1,200 (30 June 2021: £1,200 per
annum) for each year in which the exemption is claimed.

The Fund has suffered no withholding tax during the year (30 June 2021: £Nil). It should be noted, however,
that interest and dividend income accruing from the Fund’s investments may be subject to withholding tax in
the country of origin.

Commitments
As at 30 June 2022, the Company had total commitments of £750,000 regarding its investment in Patrick

Parsons, with £550,000 of this outstanding at 30 June 2022 (30 June 2021: £650,000).

Post Balance Sheet Events

On 4 August 2022, the entire share capital of Sanne Group Plc, the ultimate parent company of Sanne
Fund Services (Guernsey) Limited, the Administrator, was acquired by Apex Acquisition Company Limited,
a wholly-owned subsidiary of Apex Group Limited.

On 11 August 2022, the Company declared a payment of a dividend of 1.8 pence per Class A share for the
year ended 30 June 2022 (30 June 2021: £nil). The dividend was paid gross on 31 August 2022 to Class A
Shareholders of record on 15 August 2022. The ex-dividend date was 12 August 2022.

On 5 September 2022, the Company received a £250,000 principal repayment from the loan to FAE
Ventures Limited. The remaining principal on the loan is £6,180,000.

On 9 September 2022, the Company entered into a new loan agreement with JCP Five Limited, an Rcapital
loan vehicle, to provide a loan facility of £825,000 to JCP Two Limited and Avonside Energy Limited. To
date, £825,000 has been drawdown by JCP Five Limited.

There were no other post year end events that require disclosure in these Financial Statements.
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