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Members’ report

The members present their annual 1eport and audited financial of MCAP Global Finance (UK) LLP (the
LLP*} statements for the year ended 31 December 2013

Results, distributions and contributions
The results for the year are shown n the profit and loss account on page 7 The members interests as
detarled on page 8 shows a satisfactory position, amounting to £1,636.893 (2012 — £Nil)

Principal activity and review of the business

The principal acuvity of MCAP Global Finance (UK) LLP 1s to provide sub advisory services (o
Marathon Asset Management LP The profit prior to distributsons for the year (o 31 December 2013 was
£886 893 (2012- £MNil)

Members® profit allocation
Any profits are shared among the members as decided by the Managing Membeis and governed by the
Limited Liability Partnership Agreement dated | July 2012 (the Paitneiship Agieement’)

Policy for members’ drawings, subscriptions and repayments of members’ capital

Policies for members’ drawings, subsciiptions and repayment of members capital and transters between
equity and debt are governed by the Partnership Agreement

Member’s drawings subscriptions and repayment of members’ capital aie subject to the approval of at
least a major ity of members

Going concern

The members have indicated that in their judgement there 1s reasonable evpectation that the LLP has
adequate resources o continue n operational existence for the foreseeable future and the members
continue to adopt the going concern basis in preparing these financial statements  The members believe
that reliance on one customer as discussed below, does not mbubit the partnership from continuing as a
gomng concern into the foreseeable future

Principal rmisks and uncertainties

I he members regularly review the risks and uncertainties facing the LLP The LLP cffectively rehies upon
only one customer and 1s consequently exposed to that customer s willingness and capacity to provide
capital for management by the LLP The LLP 15 also exposed to legal and regulatory risks, as an FCA
regulated investment firm and as an nvestment manager active 1n many markets The members
continuously review thewr comphance proceduies

Pillar 3

Details of the LLP's unaudited Pillar 3 disclosure required under Chapter 11 of the Financial Conduct
Authority’s Prudential Sourcebook for Banks, Building Societies and Investment Firms (‘BIPRUT) 15
disclosed i the unaudited appendiv to the financial statements on page |4
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Members’ report (continued)

Members
The members of the LLP during the year were as follows

MCAP Global Finance Limited*

Louis Hanover*
(* indicates a Designated Member)

Disclosure of information

So far as the members approving this report are aware, there 1s no relevant audit information needed by
the audrtor i connection with preparing its report, of which the auditor 1s unaware The members have
taken all the steps that they are obligated to take as members n order to have made themselves aware of
any relevant audit information and to establish that the audstor is aware of that information

Auditors
A resolution to reappomt Emst & Young LLP as auditors will be put to the members at the next members
meeting

By order of the members

A1 v

Louws Hanover
Designated Member

23 April 2014

—y
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Statement of designated members’ responsibilities

The Designated Members are responsible for preparing the Members® Report and the financial statements
in accordance with applicable law and regulations

The Linuted Liabihty Partnerships (Accounts and Audit} (Apphicaton of Companies Act 2006)
Regulatiens 2008 made under the Limited Liability Partnerships Act 2000 require the members to prepare
financial statements each year Under that regulation the Designated Members have elected to prepare the
financial statements in accordance with Umted Kingdom Generally Accepted Accounting Pracuce (United
Kingdom Accounting Standards and applicable law) Under the regulation the Designated Members must
not approve the financial statements unless they are satisfied that they give a ttue and fair view of the state
of affairs of the LLP and of the profit or loss of the LLP for that year In pieparing these financial
statements, the Designated Members are required to

¢ select suitable accounting policies and then apply them consistently
e mahke judgements and estimates that are reasonable and prudent

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

«  prepare the financial statements on the going concern basis unless it is apptoptiate to presume that
the LLP will continue i business

The Designated Members are responsible for keeping adequate accounting records that are sufficient to
show and explain the LLP s transactions and disclose with reasonable accuracy at any tume the financial
posiion of the LLP and to enable them to ensuie that the financial statements comply with The Linmited
Lability Partnerships (Accounts and Audit) (Application of Compames Act 2006) Regulations 2008 The
Designated Members are also responsible for safeguarding the assets ot the LLP and hence for taking
reasonable steps tor the prevention and detection of fraud and other irregularities




Independent auditor’s report
to the members of MCAP Global Finance (UK} LLP

We have audited the financial statements of MCAP Global Finance (UK) LLP for the year ended 31
December 2013 which comprise the Profit and Loss Account, the Statement of Total Recognised Gains
and Losses, the Balance Sheet, the Cash Flow Statement and the related notes | tol2 The financial
reporting framework that has been applied 1n their preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 as apphed by The Limited Liabibity Partnerships (Accounts and Audit) (Application
of Companies Act 2006) Regulations 2008  Cur audit work has been undertaken so that we might state to
the members those matters we are required to state to them in an audttor’s report and for no other purpose
To the fuliest extent permitted by law, we do not accept or assume respensibility to anyone other than the
members as a body, for our audit work, for this report, or for the opiions we have formed

Respective responsibilities of members and auditor

As explained more fully in the Members’ Responsibihities Statement set out on page 4, the members are
responsible for the preparation of the financial statements and for bemng satisfied that they give a true and
fair view Qur responsibility 15 1o audit and express an opinion on the financial statements in accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditois

Scope of the audit of the financial statements

An audit involves obtaining evidence about the ameunts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
approprate to the hmited hiability partnership’s circumstances and have been consistently applied and
adequately disclosed the teasonableness of significant accounting estimates made by the designated
members, and the overall presentation of the financial statements In addition, we 1ead all the financial
and non-financial information 1n the member’s report and the financial statements to 1dentify material
inconsistencies with the audited financial statements f we become awaie of any apparent matenal
misstatements ot inconsistencies we consider the implications for our report

Opinion on financial statements
In our opimon the financial statements

> give atrue and fair view of the state of the limited hability partnership s aftairs as at 31 December
2013 and of uts profit for the year then ended,

»  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

»  have been prepared 1n accordance with the requirements of the Companies Act 2006 as apphed to
limited hability partnerships by the Limited Liability Partnerships (Accounts and Audit) (Application
of Companies Act 2006) Regulations 2008




Independent auditors’ report
to the members of MCAP Global Finance {(UK) LLP (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 as applhed to
hmited hability partnerships requires us to report to you if, 1n our opinion

»  adequale accounting records have not been hept. or returns adequate for our audit have not been
received from branches not visited by us, or

» the financial statements are not in agreement with the accounting records and returns, or

»  we have not recerved all the information and explanations we require for our audit

é}m»‘/(ajw

Ashley Coups (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutery Auditor
|.ondon

Pu W/’b/l)( Lot
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Profit and loss account
for the year ended 31 December 2013

2013 2012
Notes £

income
Sub advisory fees 2 9625670 -
Administrative expenses (8 738 777 -
Operating profit 3 886,893 -
Interest income - -
Profit for year available for discretronary division amongst members 886 893 -

All amounts arose from continuing operations

Statement of total recognised gains and losses
for the year ended 31 December 2013

There are no recogmised gains or losses other than the profit of £ 886 893 in the year ended
31 December 2013 (2012 — Nil)

The accompanying notes 1 to 12 form part of the financial statements
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Balance sheet
at 31 December 2013

Current assets
Debtors
Cash at bank and 1n hand

Creditors. amounts falimg due within one year
Net current assets
Total assets less current liabilities

Net Assets attributable to members represented
by
Equity

Members® capital
Other reserves/net mcome

Total members' interests
Amounts due to members
Members® other interests

Total members’ interests

P T o R e e e T e

20i3
Notes £

5 5,850,388
186,563

2012

6,036,951
6 (4,400,058)

1,636,893

1,636,893

7 750,000
$86,893

1,636,893

4,338,058
1,636,893

5,974,951

The financial statements on pages 7 to 13 were approved by the managing member on 23 April 2014 and

signed on 1ts behalf by;

A lbre

Louis Hanover
Designated member

The accompanying notes 1 to 12 form part of the financial statements
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Statement of cash flows
for the year ended 31 December 2013

Nore
Net cash cutflow from operating activities 9(a)
Returns on investments and servicing of finance
Bank interest received
Transactions with members
Contributions 9(b)
Increase in cash for the year 9(c)

(563,437)

750,000

186 563

The accompanying notes | to 12 form part of the financial statements
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Notes to the financial statements
at 31 December 2013

Accounting policies
Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards, under
the historical cost convention and in accordance with the Statement of Recommended Practice
*Accounting by Limited Liabihity Partnerships (SORP) 1ssued i March 2010 The financial statements
have been prepared under United Kingdom Generally Accepted Accounting Practice (UK GAAP)

The financial statements are presented in sterling, the primary currency of opeiations of the partnership

income

Income, which 1s stated net of VAT, repiesents fees receivable for investment advisory services provided
during the year and arising from conunwing activities m the UK Fees are recogmsed when the LLP
obtains the night for consideration 1n exchange for its performance and are measured at the fau value of
the consideration 1eceived

Taxation

No provision has been made for tasation n the financial statements Each paitner 1s exclusively hable for
any tax habilities ansing out of their interest n the LLP which will be assessed on the individual partners
and not on the LLP

Foreign currencies

Monetary assets and habihties in foreign currencies are translated into sterhng at the rates of exchange
ruling at the balance sheet date Transactions 1n foreign currencies are translated into sterling at the rate of
exchange 1uling at the date of the tiansaction Exchange diffetences are tahen to the profit and loss
account

Income
Income ts compnised as follows
2013 2012
£ £
Sub adwvisory fees 9625670 -

All of the income n the year 1s fiom the sub advisory service to Marathon Asset Management LP
Operating income

This 1s stated after charging,

1Hors remunerat - vICe
Auditors u 1on — audit services 17 000 )

10
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Notes to the financial statements
at 31 December 2013

Members' remuneration and allocation of profits

Profit for the year before members 1emuneration and profit share

Profit for the year available for division among the members

Profit in respect of the highest pawd member

The average number of members during the year was
Debtors

Trade debiors
VAT recewvable

Due from Member

Creditors: amounts falling due within one year

Due to parent undertaking
Accruals

2013 2012
¢ ¢
886 893 i
886 893 )
No No
2
2013 2012
£
5379254 -
461,134 -
10,000 -
5850 388 -
2013 2012
£ £
4 338,058 -
2,000 -
4,400,058 .

11



Notes to the financial statements
at 31 December 2013

7. Members' financial statements

Caprtal account
Corporate
membet
¢
At 31 December 2013 740,000

Other
member s Total
£ £
10,000 750,000

8. Reconciliation of movements in members’ total interests

Total
members
Members’ Other other

Loans and
other debts
due to/(fi ony) Member s

capital reserves mrerests members total wnierests

£ £ { { £

At | January 2013 - - - - -

Capital introduced 750,000 - 750 000 - 750,000
Profit for allocation among

members - 886,893 886,893 - 886,893

Drawings - - - - -

Other movements - - - 4 338,058 4 338,058

At 31 December 2013 750,000 886,893 1636.893 4.338,058 5,974,951

9. Notes to the statement of cash flows

(a)  Reconciliation of operating profit to net cash flow from operating acuvities

Operating profit
Increase 1n debtors
Increase n credilors

2013 2012
d £
886,893 -

(5,850,388) -

4 400,058 -

Net cash outflow from operating activities

(563,437) -

(b)  Analysis of cash flow for headings netted in the statement of cash flows

Returns on investments and servicing of finance
Interest recerved

Capital expenditure and financial investment

Capntal introduced

2013 2012
£ £
750,000 -

12
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Notes to the financial statements
at 31 December 2013

(©) Reconcihauon of net cash
At 12172013 Cash m flow At 1712/2013

{ £ £
- 186,563 186.563

Other financial commitments and contingencies
There are no other financial commitments or contingencies

Related party transactions

During the period the LLP provided investment advisory seivices to us ultimate parent undertaking
Marathon Asset Management LP of £9 625,670 (2012 -Nil) The amount due from Marathon Assel
Management LP at 31 December 2013 and 2012 1s disclosed in note 5 In addition the LLP obtained
services from s parent, MCAP Global Finance Limited for £8,738.777 (2012 -Nil) The amount due to
MCAP Global Finance Limited at 31 December 2013 and 2012 1s disclosed in note 6

Intermediate and ultimate parent undertaking

The LLP 15 a majority-owned subsidiary of MCAP Global Finance Limited which 1s a wholly-owned
subsidiary of Marathon Asset Management LP, incorporated i the United States of America Marathon
Asset Management LP has included the LLP and MCAP Glebal Finance Limited in 1ts group accounts

13
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Appendix to the financial statements
at 31 December 2013

Unaudited Pillar 3 disclosure - MCap Global Finance (UK) LLP

Disclosure Pohicy

The Pillar 3 rules in BIPRU 11 set out the need for fiums to have a formal disclosure
policy In accordance with the rules of the Financial Conduct Authority ("FCA™) MCap
Global Fimance (UK) LLP (“*“MCAP”) will disclose the information set out in BIPRU 11
(the Pillar 3 rule) on at least an annual basis The Pillar 3 disclosute will be made via the
Companies House (we will enclose 1t as an addendum to the Annual Audited Accounts)

MCap may omut information 1t deems as immatertal 1n accordance with the rules
Malteriality 1s based on the criterion that the omission o1 misstatement of any information
would be hikely to change or nfluence the decision of a rcader relying on that
mformation Accordingly where MCap has considered an item to be immaterial 1t has not
been disclosed

In addition if the required mformation 1s deemed to be propnetary or confidential then
MCap may take the decision to exclude it from the disclosme In the firm’s view
proprietary nformation 1s that which, if 1t were shared, would undermine 1its competittve
posttion Information 1s considered to be confidential where thete aie obligations binding
MCap to confidentiality with our customers. suppliers or counterparties Where
mformation 1s omitted for either of these reasons this 1s stated n the televant section of
the discloswie, along with the jurisdiction

Introduction

MCap 1s authorised and regulated by the FCA and as such s subject to minimum
regulatory capital requirements MCap s categonised by the FCA. for capital putposes. as
a Iimited hcence firm It 1s an mvestment management firm 1t has no trading book
exposures 1t 1s not required to prepare consolidated reporting for prudential purposes

The FCA’s current prudential regime can be split into three “pillars”

o Pullar | — prescribes the minimum capital requirements that authorised firms need
to hold This s the higher of €50k, quarter of the firms annual adjusted
expenditure (the Fixed Overheads Requirement), or the sum of the firm’s
prescribed Credit risk + Market nsk

e Pillar 2 — requires firms to analyse the risks to the business and then consider
whethei the risks are mitigated to an appropnate standard [fthe firm feels that the
risks are not adequately mitigated then they should allocate capital against those
risks  Stress and scenario tests are conducted to ensuic that the processes.
strategies and systems are comprehensive and robust and that the allocation of
capital is sufficient

14
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Appendix to the financial statements
at 31 December 2013

e Pillar 3 - requires firms to develop a set of disclosures which will allow market
participants to assess key information about the firm s underlying nsks. risk
management controls and capital position

The Fixed Overheads Requirement determmes the Firm’s Capital Resources
Requirement

MCap 1s a hmited habthity paitnership and its capital arrangements are establhished in its
linuted habihty partnership agreement [ts capital 1s summaiised as follows

£000°s
Partners’ capital 750
Revenue reserves 887
Pattneis’ capital and other reserves 1,637

The main features of the Fum’s Capital Resources Requirement are as follows

Capital Item £'000s
Tier | capital less mnovative tier | capital 1.673
Total tier 2. innovative tier | and tier 3 capital 1 673
Deductions from tier 1 and tier 2 capital ()
Total capital resouices, net of deductions 1,673

Risk Management

Due to the size. nature, scale and complexity of the MCap there 1s no independent risk
management function Senmor management of the fiim determine the business strategy
and risk appetite along with the nisk management policies and procedures An
identification of risks to the firm 1s considered and the fiim s 1esultant exposure 1S
assessed afier the application of both management and mitigation of these risks
Furthermote, MCap then undergoes a series of stress tests and scenario analyses on these
risks to determine the effect they would have on the firm

If necessary MCap would allocate extra capital to the relevant risk as per the Pillar 2
requirement this has not been deemed necessary This process 1s conducted at
management meetings which are held on a semi-annual basis and the relevant policies
and procedures aie updated where necessary

Sentor management has identified operational risk as the mam area of rnisk to which the
firm 1s exposed

15




MCap Global Finance (UK) LL

FEETE £ Y ST MR TR AL L oy BT e, M Ty A e TR YRS B L T A

Appendix to the financial statements
at 31 December 2013

MCap has concluded that 1ts Tier | capital 1s sufficient to cover 1ts Pillar 1 and Pillar 2
requirements

Unaudited Remuneration disclosure for the 2013 financial year - MCap Global
Fmance (UK) LLP

Governance

The purpose of the Remuneration Code 1s to ensure fums establish. implement and
maintain remuneration pohicies, procedures and practices that are consistent with, and
promote, sound and effective risk management

The Remuneration Code applies to ‘Remuneration Code Staff” ("Code Staff™) This
includes senior management nisk takers. staff engaged mn conuol functions and any
employee receiving total remuneration that takes them mnto the same remuneration
bracket as sentor management and nsk takers. whose professional activities have a
matenial impact on the firm’s nisk profile

MCap Global Finance (UK) LLP ("MCap™) has consideied the contnbution that can be
made by a remuneration committee In order to take a propoitionate appioach given the
size and non-complex nature of both the activities undertaken and the organisation.
MCap has decided that the governing body will undertake the role which would
otherwise be undertaken by a remuneration comnuttee This ts in line with guidance
provided by the FCA for level 3 firms under the Remuneration code. The governing body
will be responsible for setting MCap’s policy on remuneration

MCap’s Remuncration Policy will be reviewed. at least annually by the governing body
to ensure that 1t remains consistent with the Remuneration Code Principles and MCap s
objectives The governing body will use all informatton available to 1t 1n order to carry
out 1ts responsibilities undet the code, for example, information on risk and financial
petformance  In addition. the Comphance Officer as pait of MCap’s 1egulatory
monitoring will include a 1eview of the umplementation of this Policy by the firm

Link between pay and performance
Remuneration at MCap 1s made up of fixed (*salary’) and vanable ( bonus’) components

Salary 1s set in hne with the market at a level to retain. and when necessary attract, skilled
staff

16
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Appendix to the financial statements
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Any bonus paid 1s designed to both reflect the performance of a person n contributing to
the success of the firm and their success in meeting. o1 exceeding. taigets that have been
set by the firm on an individual basis

Where remuneration 1s performance-related then in addition to the performance of the
individual MCap will also take into account the peiformance of the busmess unit
concerned and the overall results of the firm Performance assessment will not relate
solely to financial ciiteria but will also include comphance with regulatory obligations
and adherence to effective risk management In keeping with MCap’s long term
objectives, the assessment of performance will take nto account longer-term
performance and payment of any such performance related bonuses may need to be
spread over more than one year to take account of the fiim’s business cycle

The measurement of financial performance will be based principally on profits and not on
revenue or turnover

Awards will reflect the financial peiformance of MCap and as such vanable remuneration
may be contracted wheie subdued or negative financial performance occurs MCap will
not ordinarily make any variable remuneration awards should the firm make a loss In
exceptional circumstances such payments may need to be considered In such cases the
governing body, in conjunction with the Comphance Officer, will consider and document
whether such an award would be in keeping with the Remuneration policy

Quantitative remuneration information

MCap s required to disclose aggregate mformation on temuneration i respect of its
Code Staft, broken down by business area and by senior management and other Code
Staff The relauvely small size and lack of complexity of the firm’s business 1s such that
MCap only has the one business area (investment management) and does not regard rtself
as operating. or needing to operate separate “business areas’ and the following aggregate
remuneration data should be read in that context

Aggregate Remuneration

All Code Staff £1.437,410

Number of Code Staff 4

MCap has not further broken down the disclosure of the remuneration for senior
management and for other Code Staff on the basis that the fitm’s business model 1s
relatively small and non-complex and only has a single senior person that would be
required to be disclosed separately On the basis of data protection principles the firm
has chosen to omit the disclosure of the single sentor manager’s remuneration as 1t would

17




MCap Global Finance (UK) LL

RS

Appendix to the financial statements
at 31 December 2013

be such that an individual’s remuneration would be appaient to the general public. and
instead the firm has chosen to aggregate his remuneration with those of all Code Staft as
set out above

This remuneration disclosure 1s made under the Basel Pillar 3 framework Our non-
remuneration Pillat 3 disclosures can be found at Companies lHouse

18
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Appendix to the financial statements
at 31 December 2013

Unaudited Stewardship Code for the 2013 financial year - MCap Global Finance
(UK) LLP

Conduct of Busmess Sourcebook rule 2 2 3R, requires MCap Global Finance (UK) LLP
("Firm™) 1o make a public disclosure stating the natute of its commitment to the UK
Stewardship Code (“the Code ") 1ssued by the Financial Reporting Councit If the Firm
does not commit to the Code. 1t must state n general terms its alternative investment
suategy The Code sets out various principles relating to the ievel of engagement by
nvestors with UK equity investors

The Firm’s alternative investment strategy 1s a mult strategy approach coveling various
junisdictions and asset classes This strategy does not have significant investments in UK
equities Therefore. although the Firm supports the objectives set out within the Code, the
provisions are not deemed Lo be relevant to the type of investment stiategy and trading
currently undertahen by the firm Should any material changes occui to the strategy
which would make the Code 1elevant the Firm will amend this disclosure

The Fum has only one chient. Marathon Asset Management LP (" Chent”™) The Firm
does not have a website on which 1t can post this disclosuie statement 1cpresenting this
memorandum Therefore. this memoiandum will be pubhished with the Firm’s annual
accounts at Companies House

19




