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Strategic report

The directors present their Strategic report of Black Diamond Capital Management Limited (“the company™) for the year
ended 31 December 2021.

Principal activity

The company, a private limited company incorporated under the laws of the United Kingdom, is wholly owned by Black
Diamond Capital Management LLC (“BDCM"). The company provides investment advisory services to BDCM, which is
the company’s solc client. BDCM is controlled by Black Diamond Capital Holdings, LLC (the “LLC”), a Delaware
limited liability company. The LLC provides investment management services to a range of alternative investment
vehicles. The company is regulated by the Financial Conduct Authority. The directors consider that the activities of the
company will remain unchanged for the foreseeable future.

Review of business

Pursuant to a consultancy agreement, as assigned to BDCM in 2021, the company provides investment advisory services
to BDCM, which is the company’s sole client. BDCM is the U.S. registered investment adviser affiliate of the collateral
manager to Black Diamond CLO 2015-1, DAC, Black Diamond CLO 2017-2, DAC, Black Diamond CLO 2019-1, DAC
and Black Diamond CLO 2022-1, DAC (collectively, the “Euro CLOs™) and the investment manager of Black Diamond
Credit Strategies Master Fund, Ltd. (the “Hedge Fund™). The Euro CLOs represent BDCM’s full complement of
European based investment product offerings. The principal investment activity of the Euro CLOs is the purchase and
disposition of loan securities of European companies and the principal investment activity of the Hedge Fund is the
purchase and disposition of loans and securities of companies based primarily in the United States and Europe.

Overview of performance

Given the relatively straight forward nature of the company’s business activities (as described above), the directors
consider revenue and profitability to be the company’s only relevant key performance indicators. As the company receives
income based on a fixed mark-up relative to the company’s administrative expenses, the performance and profitability of
the company are driven by changes o the cost base. There have been no other major changes in relation to the company’s
expenses, which have remained relatively stable compared to the prior year.

Principal risks and uncertainties

As a result of the nature of the company’s agreement with BDCM, the company’s revenue and profit are stable and
predictable. Therefore, the company’s principal risks are associated with the fact that BDCM is the company’s sole client.
Given that the company’s revenue is entirely derived from the BDCM relationship, the company’s principal risks relate to
the credit default and liquidity risks associated with receipt of income on a timely basis from this counterparty. These risks
are managed through regular dialogue with BDCM and the LLC to ensure that the company maintains sufficient working
capital to meet its liabilities as they fall due.

Another of the company’s risks is in the retention of its professional staff. From an operational perspeclive, the key risk
relates to the potential for non-compliance with the regulations issued by the Financial Conduct Authority that could lead
to the company being subject to a fine or a ban on trading activities. This is managed through regular review of the
company’s compliance framework by Scnior Management.

On February 24, 2022, Russia invaded Ukraine. Such event and/or future additional geopolitical conditions are highly
uncertain and its impact cannot be predicted. The members continue to monitor the market and assess this evaluation as
the situation develops.

Signed on behalf of the Rpard by:

M Ward
Director
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Directors’ report
The directors present their report and the financial statements of Black Diamond Capital Management Limited (“the
company”) for the year ended 31 December 2021.

Results and dividends
The profit of the company for the year after taxation amounted to £270,309 (2020 — £269,154). The directors do not
recommend the payment of a final dividend (2020 — £nil) and did not make a dividend payment during the year.

Going concern

While the company remains dependent on a single source of revenue from BDCM, the directors are not aware of any
reason that this agreement will be terminated in the foreseeable future. The nature of the agreement with BDCM provides
a high degree of certainty that the company will continue to be profitable and, historically, the company has received
income in a timely manner in order to manage its obligations (which are relatively predictable in nature).

The full extent to which the COVID-19 pandemic may impact company’s results, operations or liquidity is uncertain.
However, having performed an impact analysis management believes regulatory capital requirements continue to be met
and have sufficient liquidity to meet its liabilities for the next 12 months.

As aresult, the directors believe that the company is well placed to manage its business risks successfully and the directors
have a reasonable expectation that the company has adequate resources to continue in operational existence for the
foreseeable future. Accordingly, the Directors continue to prepare the {inancial statements of the company on a going
concem basis.

Note 1 outlines the company’s assessment of the impacts of COVID-19 on the company and its ability to continuc to
operate as a going concern during the wind-down process.

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

S Deckoff
M Ward

Disclosure of information to the auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information, being information needed by the auditor in connection with preparing its report, of which the auditor is
unaware. Having made cnquiries of fellow directors and the company’s auditor, each director has taken all the steps that he
is obliged to take as a director in order to make himself aware of any relevant audit information and to establish that the
auditor is aware ol that information.

Auditor
A resolution to reappoint Ernst & Young LLP as the company’s auditor will be put to the members at the Annual General
Meeting.

Signed on behalf of the Board by:

M Ward
Director
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Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

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

e  select suitable accounting policies in accordance with Section 10 of FRS 102 and then apply them consistently;
. make judgments and estimates that are reasonable and prudent;

. present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

e  provide additional disclosures when compliance with the specific requirements in FRS 102 is insufficient to enable
users to understand the impact of particular transactions, other events and conditions on the company financial
position and financial performance;

e  state whether applicable UK Accounting Standards including FRS 102 have been followed, subject to any material
departures disclosed and explained in the financial statements; and '

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

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

Under applicable law and regulations, the directors are also responsible for preparing a strategic report, and directors’
report that comply with that law and those regulations. The directors are responsible for the maintenance and integrity of
the corporate and financial information included on the company’s website.
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Independent auditor’s report

to the members of Black Diamond Capital Management Limited

Opinion

We have audited the financial statements of Black Diamond Capital Management Limited for the year ended 31 December
2021 which comprise the Statement of comprehensive income, the Statement of financial position ,the Statement of
changes in equity and Statement of cash flows and the related notes | to 18, including a summary of significant accounting
policies The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ireland” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e  give atrue and fair view of the company’s affairs as at 31 December 2021 and of its profit for the year then ended;
e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

e have been prepared in accordance with the reduiremems of the Companies Act 2006.

Basis for opinion

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

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.

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 company’s ability to continue as a going concern for a
period of at least 12 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. However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the company’s ability to continue as a going concern.

Other information

The other information comprises the information included in the annual report set out on pages 2 to 4, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other information contained
within the annual report.

Our. opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in this 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
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materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

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

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

e the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to

report to you if, in our opinion:

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

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

e certain disclosures of directors’ remuneration specitied by law are not made; or

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

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 4, 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
S0.

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.

Explanation as to what extent the audit was considered 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 irregularities, including fraud. 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 or intentional misrepresentations, or through collusion. The extent to which our
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procedures are capable of detecting irregularities, including fraud is detailed below. However, the primary responsibility-
for the prevention and detection of fraud rests with both those charged with governance of the entity and management.

Our approach was as follows:

e  We obtained an understanding of the legal and regulatory frameworks that are applicable to the Company and
determined that the most significant are those that relate to the reporting framework International Accounting
Standards in conformity with the requirement of Companies Act 2006, the Companies Act 2006 and the relevant
direct and indirect tax compliance regulation in the United Kingdom. In addition, the Company is required to comply
with relevant Financial Conduct Authority’s (FCA) rules and regulations relating to its operations.

= We understood how Black Diamond Capital Management Limited is complying with those frameworks by making
enquiries of management and by seeking representation from those charged with governance. We corroborated our
understanding by reviewing members’ meeting minutes and relevant policy and procedures manuals. We also
reviewed correspondence with relevant authorities.

»  We assessed the susceptibility of the Company’s financial statements to material misstatement, including how fraud
might occur by considering the risk of management override and by designating revenue recognition as a fraud risk.
We incorporated data analytics and performed journal entry testing by specific risk criteria, with a focus on manual
journals and journals indicating large or unusual transactions based on our understanding of the business. We
recalculated the revenue based on the transfer pricing arrangement applied by management and tested a sample of
inputs in the calculation back to source documentation.

*  Based on this understanding we designed our audit procedures to identify non-compliance with such laws and
regulations. Our procedures involved enquiries of management and those charged with governance, review of legal
and professional expenses, review of breaches and complaints register, and review of members’ meeting minutes.

*  The Company is a regulated investment manager under the supervision of the FCA. As such, the Senior statutory
auditor reviewed the experience and expertise of the engagement team to ensure that the team had the appropriate
competence and capabilities.

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

Use of our report

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

DM\’ 4 ‘(Omu\ L\-P

Ahmer Huda (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

Date: 28 September 2022
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Statement of comprehensive income
for the year ended 31 December 2021

Notes
Turnover 3
Administrative expenses
Operating profit 4
Profit on ordinary activities before taxation
Taxation on profit on ordinary activities 8

Profit for the financial year
Other comprehensive income

Total comprehensive income for the year

All amounts relate to continuing activities.

2021 2020
£ £
2,558,583 2,406,938
(2,224,854)  (2.092,990)
333,729 313,948
333,729 313,948
(23247)  (44,794)
310,482 269,154
310482  269.154

The accompanying notes on pages 12-19 are an integral part of these financial statements.
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Statement of financial position
As at 31 December 2021

2021 2020
Notes £ £
Fixed assets
Tangible assets 9 17,445 18,687
Current assets
Debtors 10 4.405,093 3,810,312
Cash at bank and in hand 82,723 183,601
4487816 3,993,913
Creditors: amounts falling due within one year 1 (1,049,891)  (994,350)
Net current assets 3,437.925 2,999,563_
Total assets less current liabilities 3455370 3,018,250
Creditors: amounts falling due in more than one year 12 (723.831)  (597,193)
Net assets 2,731,539 2,421,057
Capital and reserves
Called up share capital 14 i 100,000 100,000
Profit and loss account 2,631,539 2.321.057
Total equity . 2,731,539 2.421.057

The financial statements were approved by the board on 27 September 2022 and authorised for issue on its behalf by:
Martin Ward ‘

Director

Registered No. 03883749

The accompanying notes on pages 12-19 are an integral part of these financial statements.



Black Diamond Capital Management Limited
L+ -]

Statément of changes in equity

for the year ended 31 December 2021

At 1 January 2021
Total comprehensive
income for the year
At 31 December 2021

At 1 January 2020
Total comprehensive
income for the year
At 31 December 2020

Called up shqre Profit and loss Total equity
capital account
£ £ £
100,000 2,321,057 2,421,057
- 310,482 310,482
100,000 2,631,539 2,731,539
Called up shc.zre Profit and loss Total equity
capital account
£ £ £
100,000 2,051,903 2,151,903
- 269,154 269,154
100,000 2,321,057 2,421,057

The accompanying notes on pages 12-19 are an integral part of these financial statements.

10
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Statement of cash flows
for the year ended 31 December 2021

2021 2020
Notes £ £
Net cash (used in)/generated from operating activities 15 (100,878) 82,194
Investing activities
Payments to acquire tangible fixed assets - (14,564)
Net cash flow used in investing activities - (14,564)
Net (decrease)/increase in cash and cash equivalents (100,878) 67,630
Cash and cash equivalents at 1 January 183,601 115,971
Cash and cash equivalents at 31 December 82,723 183,601

The accompanying notes on pages 12-19 are an integral part of these financial statements.

1
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Notes to the financial statements
at 31 December 2021

1. Accounting policies

Basis of preparation

The financial statements of the company have been prepared on a going concern basis under the historical cost convention
in accordance with FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland” (“FRS
102) and the Companies Act 2006.

The functional and presentational currency of the company is Great British Pounds.

On January 30, 2020, the World Health Organization declared the outbreak of coronavirus (“COVID-19") to be a public
health emergency of international concern. This coronavirus outbreak has severely restricted the level of economic activity
around the world. In response to this coronavirus outbreak, the governments of many countries, states, cities and other
geographic regions have taken preventative or protective actions, such as imposing restrictions on travel and business
operations and advising or requiring individuals to limit or forego their time outside of their homes.

The full extent to which the COVID-19 pandemic may impact the company’s results, operations or liquidity is

uncertain. Management continues to monitor the impact that the COVID-19 pandemic has on the company, the asset
management industry and the economies in which the company operates. Management has performed a COVID -19
impact analysis as part of their going concern assessment using information available to the date of issue of these financial
statements. The analysis has modelled a number of adverse scenarios to assess the potential impact that COVID-19 may
have on company’s operations, liquidity, solvency and regulatory capital position as well as including an assessment of any
relevant mitigations management have within their control to implement.

All of the company’s cost are recharged to the US parent plus a markup under a service agreement. The main risk is
therefore that the US parent fails to be able to pay the recharged costs. The main stress testing therefore concemns the
failure of the US parent and /or its funds. Cost reduction measures have been put in place in light of the COVID-19
pandemic, but in the event of liquidity issues, the US parent is able to obtain funding through realisation of liquid
investments, available borrowing lines or redemptions from the funds which could provide sufficient liquidity to enable it
to provide financial support to the company.

It is not possible to quantify the overall impact of Covid-19 as financial markets continue to react to developments and
management has a number of actions that they are able to take to protect profitability and solvency.

Having performed this analysis, management believes regulatory capital requirements continue to be met and have
sufficient liquidity to meet its liabilities for the next 12 months from the date of issuance of these financial statements and
that the preparation of the financial statements on a going concern basis remains appropriate as the company expects to be
able to meet its obligations as and when they fall due for the foreseeable future.

Turnover

Turnover, which is net of any value added tax, represents fees receivable for investment advisory services arising from
continuing activities in the United Kingdom. Advisory fees are recognised on an accruals basis when the company obtains
the right for consideration in exchange for its performance of services.

Tangible fixed assets

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

12
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1. Accounting policies (continued)
Tangible fixed assets (continued)

The company adds to the carrying amount of an item of tangible assets the cost of replacing part of such an item when that
cost is incurred, if the replacement part is expected to provide incremental future benefits.to the company. The carrying
amount of the replaced part is derecognised. Repairs and maintenance are charged to Statement of comprehensive income
on an accruals basis during the period in which they are incurred. Depreciation is charged so as to allocate the cost of
assets less their residual value over their estimated useful lives, using the straight line method over the following
depreciable periods:

Office equipment - 5-7 years on a reducing balance basis

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in circumstances indicate
the carrying value may not be recoverable. Any impairment is recognised in the Statement of comprehensive income.

Taxation

Current tax is the expected tax payable or receivable on the taxable income or loss for the year using tax rates enacted or
substantively enacted at the statement of financial position date and any adjustment to tax payable in respect of the
previous years.

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at the statement of
financial position date where transactions or events have occurred at that date that will result in an obligation to pay more,
or right to pay less, tax in the future.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which timing
differences reverse, based on tax rates and laws enacted or substantively enacted at the statement of financial position date.
A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of all available
evidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted.

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates of exchange ruling
at the statement of financial position date.

Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the transaction.
Exchange gains and losses are recognised in the Statement of comprehensive income.

Cash at hand and in bank

Cash at bank and in hand comprise of cash at banks and in hand and short term deposits with an original maturity date of
three months or less.

Administrative expenses
Expenses incurred have been recognised on an accruals basis.
Debtors

Short term debtors are measured at transaction price which equates to the amount expected to be received by the company
on settlement, less any impairment. Loans receivable are measured initially at fair value, net of transaction costs, and are
measured subsequently at amortised cost using the effective interest method, less any impairment, which is recognised in
the Statement of comprehensive income when it arises.

Creditors

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

Operating leases

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

13
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1. Accounting policies (continued)
Holiday pay

Employees are not permitted to carry over holiday entitlements from one year to the next, nor will payments in lieu be
made in respect to holiday not taken in the relevant holiday year. Therefore, the company has not accrued holiday pay.

Pensions

The company operates a defined contribution pension scheme. Contributions are charged in the statement of
comprehensive income on an accruals basis as they become payable in accordance with the rules of the scheme.

Employee deferred compensation

A portion of certain employees’ annual bonus compensation is deferred at the discretion of the company. The amounts
payable to employees are adjusted by the return generated from certain designated share classes (without regard to
management and incentive fees) of investment vehicles managed by an affiliate of the company. This element of employee
remuneration is recorded as a component of the wages and salaries expense. The annual deferred bonus amounts vest
rateably over three years. The value of the deferred bonus award is recognised evenly on an accrual basis over the three
year vesting period in the statement of comprehensive income.

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

In the application of the accounting policies, which are described in note 1, the directors are required to make judgements,
estimates and assumptions which affect the amounts reported for assets and liabilities as at the year-end date and the
amounts reported for revenues and expenses during the year. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. However, the nature of the estimation means that
actual outcomes could differ from these estimates.

The directors are not aware of any significant areas of accounting judgements or estimation uncertainty that have been
required in the preparation of the company’s financial statements.

3. Turnover

Turnover is attributable to one continuing activity, that of investment advisory services in the UK.

4. Operating profit
The operating profit of the company is stated after charging:

2021 2020

£ £

Auditor’s remuneration (see note 6) 65,902 51,810

Depreciation of fixed assets 1,243 1,148

Foreign exchange gains 4,030 7,644

Operating lease rentals 213,691 193,810
5. Directors’ remuneration

2021 2020

£ £

Total remuneration 566,627 146,276

14
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5. Directors’ remuneration (continued)

Amounts payable to the company’s highest paid director are as follows:

2021 2020
£ £
Remuneration (including benefits in kind) 566,627 146,276
6. Auditor’s remuneration
2021 2020
£ £
Fees payable in respect of statutory audit of the financial statements ' 38,250 30,750
Other fees payable to the auditor:
Taxation services 27,652 21,060
65,902 51,810
7. Staff costs
2021 2020
£ £
Wages and salaries 1,527,260 1,484,021
Social security costs 207,719 192,810
Pensions 9,919 15,093
1,744,898 1,691,924

The average monthly number of employees of the company during the year was made up as follows:

2021 2020
No. . No.
Administration I 1
Fund management 3 4
4 5
15
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8. Tax
(a) Tax on profit on ordinary activities

The tax charge is made up as follows:

2021 2020
£ £
Current tax:

UK corporation tax on the profit for the year 63,185 63,542
Adjustment in respect of prior years 11 (734)
Total current tax 63,196 62,808

Deferred tax:
Origination and reversal of timing differences 224 (3,892)
Effects of changes in tax rate (40,173) (14,122)
39,949 (18,014)
Total tax charge 23,247 44,794

(b) Factors affecting current tax charge for the year
The tax assessed for the year differs from the standard rate of corporation tax in the UK of 19.00% (2020 — 19.00%).

The differences are explained below:

2021 2020
£ £
Profit on ordinary activities before tax 333,729 313,948
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19.00% (2020 — 19.00%) 63,409 59.650
Effects of:
Rate change adjustments (40,173) (14,122)
Current tax prior year adjustment 11 (734)
Tax charge for the year 23,247 44,794

16



Black Diamond Capital Management Limited
-y - ]

9. Tangible fixed assets

Leasehold
improve- Office
ments equipment Total
£ £ £
Cost:
At 1 January 2021 559,984 432,962 992,946
Disposals (559,984) (398,839) (958.,823)
At 31 December 2021 - 34,123 34,123
Depreciation:
At 1 January 2021 559,984 414,275 974,259
Depreciation - 1,243 1,243
Depreciation adjustment for disposals (559,984) (398,840) (958,824)
At 31 December 2021 - 16,678 16,678
Net book value:
At 31 December 2021 - 17,445 17,445
At | January 2021 - 18,687 18,687
10. Debtors
2021 2020
£ £
Amounts due from parent undertaking (see note 17) 3,575,974 3,544,391
VAT receivable 14,689 17,135
Deferred tax asset 178,788 138,839
Other debtors 625,035 109,947
Prepayments and accrued income 10,607

4,405,093 3,810,312

Other debtors include £99,312 in rent deposits (2020: £60,000) in relation to the company’s office premises,
and £449,032 from a director promissory note collected in 2022 (2020: £0) .

11. Creditors: amounts falling due within one year

2021 2020

£ £

Trade payables 58,361 45,671
Employee deferred compensation - 126,630
UK corporation tax payable 29,038 4,320
Payroll taxes and social security payable 899,204 481,124
Accruals 63,288 336,605
1,049,891 994,350

17
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12. Creditors: amounts falling due in more than one year

2021 2020
£ £
Employee deferred compensation 723,831 597,193
723,831 597,193

13. Deferred tax asset
2021 2020
£ £
At | January 138,839 120,824
Effect of deferred employee bonuses 2 6,996
Net reversal of decelerated capital allowances (225) (3,103)
Rate change adjustments 40,173 14,122
At 3t December 178,789 138,839

Made up of:

Unpaid employee bonuses 177,359 137,527
Decelerated capital allowances 1,430 1,312
178,789 138.839

The UK Government legislated in the Finance (No. 2) Act 2015 which received Royal Assent on 18 November 2015 to
reduce the standard rate of UK Corporation Tax to 19% from 1 April 2017. In the Finance Act 2016, which received
Royal Assent on 135 September 2016, the UK Government announced a further reduction in the rate of UK Corporation
Tax to 17% from | April 2020. Further, the 17 March 2020 Finance Bill, which received Royal Assent on 22 July 2020,
which has subsequently reversed the intended corporation tax reduction, with the rate remaining at 19%.

The UK Chancellor announced in the March 2021 budget that the rate will increase to 25% from April 2023.

The rate increase was substantively enacted in May 2021 and the UK deferred tax balances have been revalued
accordingly.

14. Issued share capital

2021 2020
Allotted, called up and fully paid No. £ No. £
Ordinary shares of £1 each 100,000 100,000 100,000 100,000
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15. Net cash flow from operating activities

2021 2020

£ £

Operating profit 333,729 313,948
Depreciation of tangible fixed assets 1,243 1,148
(Increase)/Decrease in debtors (554,832) 277,440
Decrease in creditors 157,461 (381,842)
Tax paid (38.479) (128.,500)
Net cash inflow from operating activities (100,878) 82,194

16. Operating lease commitments

At 31 December 2021 the company had minimum future commitments under non-cancellable operating leases falling due
for payment as set out below:

Land and buildings

2021 2020

£ £

Not later than [ year 55,198 137,125
Later than 1 year and not later than 5 years 190,636 -
Total commitments 245,834 137,125

17. Related party transactions

During the year the company provided investment advisory services in the ordinary course of business to Black Diamond
Capital Management, LL.C ("BDCM?), its parent undertaking. The total amount of the fees receivable by the company for
the year in respect of these services is £2,558,583 (2020 — £2,406,938), as at the year end a receivable of £3,575,974 (2020
—£3,544,391) was due from BDCM.

On 13 October 2021 the company provided a forgivable promissory note to a director in the amount of £449,032 due
twelve (12) months from the date of the note. The note was repaid in 2022.

18. Ultimate parent undertaking and controlling party

The directors regard BDCM, a company incorporated in the United States of America, as the immediate parent
undertaking of the company and Black Diamond Capital Holdings LLC, a company incorporated in the United States of
America, registered in the state of Delaware on 21 September 2006, as the ultimate parent undertaking and controlling
party of the company.
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