SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

ANNUAL REPORT AND AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2012



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Table of Contents Page
General information 3
Directors' report 4-7
Directors’ responsibilities statement 8
Independent auditor's report 9
Profit and loss account 10
Balance sheet 11
Cash flow statement 12

Notes to the financial statements 13-26

3]



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

General Information

Fund Registered Office
20 Reid Street

3rd Floor, Williams House
P.O. Box 2460 HMJX
Hamilton HM11

Bermuda

Directors

Alan Tennant Johnson
Philip Peter Scales
Peter Hughes

Adminis trator

Apex Fund Services Ltd
20 Reid Street

3rd Floor, Williams House
P.O. Box 2460 HMJX
Hamilton HM11

Bermuda

Custodian

Kleinwort Benson Trustees (Isle of Man) Ltd
(Formerly Close Trustees (Isle of Man) Ltd)
St. George's Court

Upper Church Street

Douglas

Isle of Man IMI1 1JE

Legal Advisors
Conyers Dill & Pearman
Clarendon House

2 Church Street
Hamilton, HM 11
Bermuda

Investment Manager

Spitfire Asset Managers (Bermuda) Ltd
Clarendon House

2 Church Street

Hamilton

HM 12

Bermuda

Listing and On-going Sponsor
Apex Fund Services Ltd

20 Reid Street

3rd Floor, Williams House

P.O. Box 2460 HMJX

Hamilton HM 1

Bermuda

Auditor

Deloitte LL.P

The Old Courthouse
Athol Street

Douglas

Isle of Man IM 99 [XJ

Currency Hedge / Investment Advisor
Canaccord Genuity Wealth (International) Ltd
(Formerly Collins Stewart Wealth Management Ltd)
(Formerly Corazon Capital Ltd)

PO Box 45,

The Grange, St. Peter Port,

Guernsey, GY 1 4AX



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Directors’ Report for the year ended 31 December 2012

The directors present herewith their report and audited financial statements for the year ended 31 December 2012.
The comparative information presented covers the year end ended 31 December 2011.

Date of incorporation

Spitfire Funds (Bermuda) Ltd (the “Company™), a Bermuda Exempted Mutual Fund Segregated Account Company
number 42429, was incorporated in Bermuda on the 19 September 2008 under the Segregated Accounts Companies
Act 2000.

The Spitfire European Property Recovery Fund (the “Fund”) is a segregated account of the Company. under the
Bermuda Companies Act 1981 which commenced operations on 1 October 2009.

Principal activity

The Company is an exempted company and was incorporated on 19 September 2008 as an open-ended investment
company with limited liability in Bermuda and has been authorised as a standard Fund under the Investment Funds
Act 2006 (“IFA™) and, as such, has power to issue and redeem shares. The Fund invests in open ended property
Funds, listed closed end property companies, global quoted property stocks, Real Estate Investments Trusts
(REITS), and any other suitable European property related investments, including ETF’s (Exchange Traded Funds).
The actual allocations across these securities types are actively managed to exploit the opportunities available and
may vary over time to seek higher returns. The non-voting redeemable shares “Spitfire European Property
Recovery Fund Class A Shares” issued by the Fund were admitted on 8 December 2009 to the Official List of the
Bermuda Stock Exchange (BSX) but were delisted on 7 June 2013 following the decision to liquidate the Fund (see
below for detail). The Funds investment portfolio is in compliance with Section 1V of the BSX listing rules. The
Fund was classified as open marketing under Section IV of the BSX listing rules.

The Fund can issue Spitfire European Property Recovery Class A USD Shares, Spitfire European Property
Recovery Class A Euro Shares and Spitfire European Property Recovery Class A Sterling Shares (collectively the
“Shares”). Other classes of shares may be created and issued at the discretion of the directors of the Company. See
Note 6 of the financial statements for further disclosures regarding these share classes.

Investment policy

It should be noted that the investment policy of the Fund, which includes investment in underlying funds, will
result in multiple layers of fees or a duplication of certain costs that will be charged to the underlying funds by their
service providers, as well as to the Fund by the service providers of the Fund. Such costs will include, but are not
limited to, formation expenses, custodian, domiciliary, management fees, audit expenses and other associated costs.

In investing in the Fund, which in turn may invest through underlying funds, a shareholder, in effect, incurs the cost
of the management fee, performance fees and any commissions paid to the Investment Managers as well as the
advisory fees, incentive fees and other fees paid to the investment advisors of an underlying fund.

By investing in an underlying fund, the Fund incurs its proportionate share of the operating costs and expenses of
the underlying fund, including, but not limited to, custody and brokerage commissions, interest charges. legal and
accounting fees and disbursements, in addition to the operating costs and expenses detailed in the relevant offering
Memorandum. As a result, the operating expenses of the Fund may constitute a higher percentage of the Net Asset
Value of the Fund than would be found in other investment schemes. Also, the purchase of an investment in an
underlying fund may involve payment by the Fund of substantial subscription fees or premiums.

Accounting Standards

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). The significant
accounting policies adopted have been mentioned in Note 2 of the financial statements.

Result for the year
The loss for the year is set out in the profit and loss account on page 10 of the financial statements.
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SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Directors’ Report for the year ended 31 December 2012 (continued)

Going concern :

Post year end, on 25 March, 2013, the directors agreed that the Fund should not remain economically viable and
should enter liquidation on completion of the 30 April 2013 Net Asset Value calculation, and therefore made an
offer to shareholders to redeem their holdings in full. As required by FRS 18, the financial statements have been
prepared on the basis that the entity is no longer a going concern. The financial statements do not include any
provision for the future costs of terminating the business of the entity except to the extent that such costs were
committed at the end of the reporting period. No material adjustments arose as a result of ceasing to apply the
going concern basis.

List of Investments
As of 31 December 2012, the Fund held the following property investments:

Security CCY Quantity Book Cost Market |Percentage of
Value Total
Portfolio
USD USD
Sirius Real Estate Ltd. EUR 1.117.920 457,637 272,831 9.02%
TR Property Investment Trust Plc GBP 110,000 272,259 309,199 10.21%
Aviva Investors Encore + Class A EUR Dis EUR 1.008.403 904,997 989,906 32.69%
Schroder RE Contl Eurp 11 Cls C Dis Ppaid 92.83% EUR 523 612,543 503,356 16.62%
Schroder Real Estate Continental European Fund E EUR 235 290,347 220,778 7.29%
Thames River Longstone Fund Class A EUR EUR 442 734,949 731,904 24.17%
As at 31 December 2012 3,272,732 | 3,027,974 100.00%

No provision for diminution in value of investments was taken; financial assets are held at fair value through profit
and loss.

Dividend
No dividend was proposed or paid during the year.

Directors
The directors of the Company holding office during the period and through to the date of this report are:

Alan Tennant Johnson appointed on 28 October 2008.
Philip Peter Scales appointed on 28 October 2008.
Peter Hughes appointed on 28 October 2008.

Directors’ Interests

The directors receive fees from the Fund which are set out in the Profit and Loss account of the financial
statements. Related party transactions where directors are involved are detailed in Note 11 of the financial
statements. None of the directors own shares in the Fund.

Secretary

The secretary of the Company holding office during the year and through to the date of this report was Sharon
Ward who was appointed on 28 October 2008.

Auditor
Deloitte LLP were appointed as independent auditor to the Fund on 9 November 2009 and, being eligible, have
indicated their willingness to continue in office in accordance with Section 89(1) of the Companies Act 1981.



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Directors’ Report for the year ended 31 December 2012 (continued)

Subsidiaries
The Fund has no subsidiaries.

Ownership of shares

The directors, the investment manager and the investment advisors do not own participating shares and have no
right to receive distributions from the Fund. The investment manager owns the management share and is entitled to
exercise voting rights in connection with this share as disclosed in Note 6 of the financial statements. The
participating shares have no voting rights and are redeemable.

Fees

The Fund incurred charges of USD 101,181 and USD nil (2011: 140,469 and USD 61,494) respectively for
investment management fees and performance fees in favour of the investment manager for the year ended 31
December 2012. The director fees amounted to USD 13,196 (2011: USD 9,251) for the same year.

None of the directors or service providers’ fees have been waived during the year.

Net Asset Value as per the Financial Statements and the Published Net Asset Value
The net asset value (“NAV™) as per the financial statements differed from the published NAV for the following
reason:

e The NAV published is calculated based on the fund supplement. As per the supplement, the organisational
cost and the deferred sale charges are amortised over a period of 5 years. In the financial statements, these
expenses were fully expensed in the first accounting period in accordance with the requirements of United
Kingdom Generally Accepted Accounting Practice. The net difference in the financial statements is a
profit of USD 305,434 (2011: USD319,715) and a reduction in Net Asset Value of USD (284,394)
(2011: USD (589,827)).

e The published NAV per share and the NAV per share per the financial statements are as follows:

2012 2011
Published NAYV per NAYV per Share per the Published NAYV per NAYV per Share per the
Share Financial Statements Share Financial Statements
(S:'l':sr: FCY USD FCY usD FCY USD FCY USD
EUR Class 82.84 109.29 75.74 99.92 93.22 120.81 78.51 101.74
GBP Class 84.20 136.80 79.40 129.01 92.27 143.47 84.17 130.87
Liquidation

After the reporting period, the board of directors through a resolution dated 25 March 2013 agreed to close the
Fund as of the 30 April 2013. This decision was taken due to the diminutive size of the Fund which made it
uneconomical to operate and maintain. The letter informing the shareholders was issued on 18 April 2013. The
final redemption proceeds were invested in the Spitfire Americas Property Recovery Fund and in the Spitfire
British Property Recovery Fund on 1 May 2013 as follows:



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Directors’ Report for the year ended 31 December 2012 (continued)

Liquidation (continued)

GBP Class EUR Class

Fund GBP USD EUR UsSD
Spitfire Americas Property Recovery Fund 1,625.988 2.525.485 428413 564,134
Spitfire British Property Recovery Fund 200,965 312,139 52,950 69,724
Results and assets and liabilities of the Fund

2012 2011 2010

USD USD USD
Assets
Financial assets at fair value through profit or loss 3,027,974 3,136,066 6,420,183
Dividends receivable 4,736 - 388
Debtors 4,056 31,779 -
Cash and cash equivalents 1,120,929 554,539 128,799
Due from broker - 1,428,290 -
Total assets 4,157,695 5,150,674 6,549,370
Creditors: amounts falling due within one year 52,224 80,359 145,436
Total liabilities: (excluding net assets attributable
to holders of redeemable shares) 52,224 80,359 145,436

Net assets attributable to holders of

redeemable shares 4,105,471 5,070,315 6,403,934
(Loss) for the year/period (12,884) (471,059) (1,124,924)




SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Directors’ responsibilities statement

The directors are responsible for preparing the financial statements in accordance with applicable law and
regulations.

The Companies Act 1981 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). Under Fund law the
directors must not approve the financial statements unless they are satisfied that they present fairly, in all material
aspects, the state of affdirs of the Fund and of the profit or loss of the Fund for that year.

In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgments and accounting estimates that are reasonable and prudent;

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 inappropriate to presume that the Fund
will continue in business.

The directors are responsible for keeping proper records of account that are sufficient to show and explain the
Fund’s transactions and disclose with reasonable accuracy at any time the financial position of the Fund and enable
them to ensure that the financial statements comply with the Companies Act 1981. 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.

The directors are responsible for the maintenance and integrity of the corporate and financial information included
on the Fund’s website. Legislation in Bermuda governing the preparation and dissemination of financial statements
may differ:frzm legiglgi@n in other jurisdictions.

OD{j /1 2013




SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Independent Auditor’s Report to the Members of Spitfire European Property Recovery Fund

We have audited the financial statements of Spitfire European Property Recovery Fund (the ‘Fund’) for the year
ended 31 December 2012 which comprise the Profit and loss account, the Balance sheet, the Cash flow statement
with related notes a) and b) and the related notes 1 to 14. The financial reporting framework that has been applied
in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice).

This report is made solely to the Fund’s members, as a body, in accordance with Section 90(2) of the Companies
Act 1981. Our audit work has been undertaken so that we might state to the Fund’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 Fund and the Fund’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they present fairly, in all material aspects, the
state of affairs of the Fund and of the profit or loss of the Fund for that year. Our responsibility is to 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 Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts 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 appropriate to the Fund’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition, we
read all the financial and non-financial information in the annual report to identify material inconsistencies with the
audited financial statements. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:

e Present fairly, in all material aspects, the state of the Fund’s affairs as at 31 December 2012 and of its loss for
the year then ended; and

e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice.

Emphasis of matter — Financial statements prepared other than on a going concern basis

In forming our opinion on the financial statements, which is not modified, we have considered the adequacy of the
disclosure made in note 2 to the financial statements, which explains that the financial statements have been
prepared on a basis other than that of a going concern.

j)(,"ClH'C" LL P
Deloitte LLP

Chartered Accountants
Isle of Man

21 Deceuber 2013



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Profit and loss account for the year ended 31 December 2012

2012 2011

Note USD USD
Income from dis continued operations
Dividend income 88.848 48,769
Other income 1,862 129
Total income 90,710 48.898
Expenses
Administrator’s fees 2 5,236 7,204
Audit fees 14,335 9,636
Bank and broker charges 4,980 2,064
Custodian fees 12 3,715 5.605
Directors' fees 13,196 9,251
Investment advisory fees 12 16,866 23,199
Management fees 12 101,181 140,469
Performance fees 12 - 61,494
Sundry expenses 27,334 26,533
Total expenses 186,843 285,455
Net loss before investment gains/(losses) (96.133) (236,557)
Net realised gains on financial assets and liabilities held
at fair value through profit or loss 3 51.235 468,268
Net change in unrealised (losses) on financial assets
and liabilities held at fair value through profit or loss 3 (65,231) (682,445)
Net loss on foreign exchange forwards 29,344 57,048
Net gains/(losses) on exchange differences 13 67.901 (77.373)
Retained loss for the year before and after taxation
attributable to holders of redeemable shares (12,884) (471,059)

The Fund has no recognised gains or losses other than those included in the profit and loss account above and
therefore no separate statement of total recognised gains and losses has been presented.

All transactions are derived from discontinued operations.

The notes on pages 13 to 26 form an integral part of these audited financial statements



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Balance Sheet as at 31 December 2012 and 2011

2012 2011

Note USD UsD
Asscts
Financial assets at fair value through profit or loss 3 3,027,974 3,136,066
Dividends receivable 4,736 -
Debtors 4 4,056 31,779
Cash and cash equivalents 1,120,929 554,539
Due from broker - 1,428,290
Total assets 4,157,695 5,150,674
Creditors: amounts falling due within one year 5 52,224 80,359
Total liabilities: (excluding net assets attributable
ta holders of redeemable shares) 52,224 80,359
Net asscts attributable to holders of 8 4,105,471 5,070,315

redeemable shaves

The financial statements on page 10 to 26 were approved by the
its behalf by:

I

Direcctor Director

gctors on :g i;l f(_’: and signed on

The notes on pages 13 to 26 form an integral part of these audited financial statements,
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SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Cash flow statement for the year ended 31 December 2012 and 2011

2012 2011
Note USD USD
Net cash outflow from operating activities (b) 1,278,952 (1.858,073)
Return on investment and servicing of finance
Interest received 1.708 129
Dividend received 84.112 49,157
Financial inves tments
Purchase of investments (522.011) (3.121,950)
Sale of investments 616,109 6.191.891
Forward currency contracts settlement 59,480 27.146
Financing
Issue of redeemable shares - -
Redemption of redeemable shares (951,960) (862,560)
Increase in cash (a) 566,390 425,740
Notes to the cash flow s tatement
(a) Analysis of changes in cash during the period 2012 2011
USD USD
Balance at the beginning of year 554.539 128,799
Net cash inflow 566.390 425,740
Balance at the end of year 1,120,929 554,539
(b) Reconciliation of operating profit/(loss) to net cash
outflow from operating activities
2012 2011
Note USD USD
Operating loss (12,884) (471,059)
Decrease/(increase) in due from broker 1,428,290 (1,428.290)
Increase in debtors (1,152) (2.751)
Decrease in creditors (29,244) (64.204)
Net unrealised loss on investments 3 65,231 682.445
Net realised gains on investments 3 (51,235) (468.268)
Net gains on foreign exchange forwards (29,344) (57.048)
Dividend income (88.848) (48.769)
Interest income (1.862) (129)
Net cash inflow/(outflow) from operating activities 1,278,952 (1,858,073)

The Notes on pages 13 to 26 form an integral part of these audited financial statements.



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Notes to the Financial Statements for the year ended 31 December 2012
1. Organization

The Spitfire European Property Recovery Fund (the “Fund”) is a segregated account of the Spitfire Funds
(Bermuda) Ltd (the “Company™), a company incorporated under the laws of Bermuda on 19 September 2008 as a
Segregated Accounts Company. The Fund commenced operations on 1 October 2009.

The investment objective of the Fund is to seek to exploit recovery themes and select a range of property related
investment opportunities offering the potential for investment returns derived from the European property market.

The base currency of the Fund is US Dollars. The Shares are offered in US dollars in respect of Class A USD
Shares, in Euros in respect of Class A Euro Shares and Sterling in respect of Class A Sterling Shares.

2. Significant Accounting Policies

The financial statements are prepared in accordance with applicable law and United Kingdom Accounting
Standards using the historical cost convention modified by the revaluation of investments and derivatives. The
significant accounting policies adopted by the Fund are as follows:

Going concern

Post year end, on 25 March, 2013, the directors agreed that the Fund should not remain economically viable and
should enter liquidation on completion of the 30 April 2013 Net Asset Value (“NAV™) calculation, and therefore
made an offer to the shareholders to redeem their holdings in full. As required by FRS 18, the financial statements
have been prepared on the basis that the entity is no longer a going concern. The financial statements do not include
any provision for the future costs of terminating the business of the entity except to the extent that such costs were
committed at the end of the reporting period. No material adjustments arose as a result of ceasing to apply the
going concern basis.

Financials assets at fair value through profit or loss

Investments are stated at the bid price or NAV on 31 December 2012, with the price provided by the relevant
Investment Managers or Administrator for the securities. Appreciation or depreciation thus arising is recorded in
the profit and loss account.

The NAVs reported by the Investment Manager or Administrator of the funds and used by the directors as at 31
December 2012 may not be audited and may differ from the amounts that would have been realised from a
redemption of the investments in the relevant underlying fund as at 31 December 2012. The directors have no
reason to believe the valuations are unreasonable.

Redeemable shares

In accordance with Financial Reporting Standard 25, Financial Instruments: Disclosure and presentation, non
management share classes and accordingly the total value of shareholders’ Funds, are deemed to be in the nature of
non-equity interests and are therefore classified as financial liabilities.

Note 6 and 7 discloses the amount of share capital and share premium arising in relation to the redeemable shares.
As the shares are financial liabilities rather than equity, these balances are revalued at the year end exchange rate
with exchange gains/losses arising.

Classification
The Fund designates its financial assets and liabilities into the categories below in accordance with Financial
Reporting Standard 26 Financial instruments: Recognition and measurement.



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Notes to the Financial Statements for the year ended 31 December 2012
2. Significant Accounting Policies (continued)
Classification (continued)

(i) Financial assets and liabilities at fair value through profit or loss

The Fund holds positions in other investment Funds which are financial assets designated at fair value through
profit or loss upon initial recognition. These financial instruments are designated on the basis that their fair value
can be reliably measured and their performance has been evaluated on a fair value basis in accordance with the risk
management and/or investment strategy as set out in the Fund’s offering document.

(ii) Initial Measurement
Purchases and sales of financial instruments are accounted for at trade date.

Financial instruments categorised at fair value through profit or loss, are measured initially at fair value, with
transaction costs for such instruments being recognised directly in the profit and loss account.

(iii) Subsequent measurement

After initial measurement, the Fund measures financial instruments, which are classified as at fair value, through
profit or loss at their fair values. Fair value is the amount for which an asset could be exchanged, or a liability
settled, between knowledgeable, willing parties in an arm's length transaction. Investments in other investment
Funds are subsequently re-measured at market value, which is the price notified by the administrator of each
respective underlying fund. In the opinion of the directors this represents the fair value of each investment.
Subsequent changes in the fair value of financial instruments are recognised in the profit and loss account.

Functional currency
The functional currency of the Fund i.e. the currency of the primary economic environment in which the entity
operates is US Dollars (USD). The presentation currency of the Fund is the US Dollars.

Foreign currency translation

Transactions denominated in other currencies which occurred during the year have been translated at the rate of
exchange prevailing at the date of the transaction. Assets and liabilities in other currencies are translated to US
Dollars at the rates of exchange prevailing at the balance sheet date. The resulting profits or losses are reflected in
“Net change in unrealised and realised losses on foreign currency” under profit and loss account.

Forward foreign currency exchange contracts

The Fund may enter into forward foreign currency exchange contracts for the purchase or sale of a specific foreign
currency at a fixed price on a future date. Risks may arise upon entering these contracts from the potential inability
of counterparties to meet the terms of the contracts and from unanticipated movements in the value of the
underlying assets. The Fund may enter into such contracts for hedging purposes as well as speculative purposes.
The values of the contracts are adjusted daily in accordance with movements in the value of each underlying asset
or liability and any appreciation or depreciation is recorded periodically for financial statement purposes as
unrealised until the contract settlement date. Realised and unrealised gains and losses are included in the profit and
loss account.

Income
Bank interest income is recognised on a time-proportionate basis using the effective interest method.
Dividend income is recognised on an accruals basis.

Cash and cash equivalents
Cash and cash equivalents comprise of cash in hand, deposits held at call with banks and other short-term highly
liquid investments with original maturities of three months.



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Notes to the Financial Statements for the year ended 31 December 2012

2. Significant Accounting Policies (continued)

Loans and receivables

Interest bearing loans, overdrafts and receivables are initially measured at fair value (which is equal to net proceeds
at inception), and are subsequently measured at amortised cost, using the effective interest rate method less any
allowance for estimated impairments. A provision is established for impairments when there is objective evidence
that the Fund will not be able to collect all amounts due under the original terms of the loan. Interest income,
together with losses when the loans are impaired are recognised on an effective interest basis in the profit and loss

account.

3. Financial assets at fair value through profit or loss

Financial assets are analysed as follows:

2012 2012 2012 2012
Security ccy Quantity | Book Cost Market Percentage of
Value Total Portfolio
USD USD
Sirius Real Estate Ltd. EUR 1,117,920 457,637 272,831 9.02%
TR Property Investiment Trust Ple GBP 110,000 272,259 309,199 10.21%
Aviva Investors Encore + Class A EUR Dis EUR 1,008,403 904,997 989,906 32.69%
Schroder RE Contl Eurp II Cls C Dis Ppaid 92.83% | EUR 523 612,543 503.356 16.62%
Schroder Real Estate Continental European Fund E| EUR 235 290,347 220,778 7.29%
Thames River Longstone Fund Class A EUR EUR 442 734,949 731,904 24.17%
At 31 December 2012 3,272,732 3,027,974 100%
2011 2011 2011 2011
Security . Market Percentage of
CCY | Quantity | Book Cost Value Total Portfolio
USD USD
Sirius Real Estate Ltd. EUR 1,117,920 457.637 307.852 9.82%
Terra Catalyst Fund GBP 285,000 227,707 242,623 7.74%
Morley Fund Management Encore A EUR 1,008,403 904,997 977.898 31.18%
Schroder RE Contl Eurp 11 Cls C Dis Ppaid 92.83% | EUR 491 580,143 517,723 16.51%
Schroder Real Estate Continental European Fund E| EUR 235 290,347 237,666 7.58%
Thames River Longstone Fund Class A EUR EUR 443 735,215 725,701 23.14%
Thames River Cap Longstone C GBP Acc NAV GBP 64 119,547 126,603 4.04%
At 31 December 2011 3,315,593 3,136,066 100%

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into level 1 to 3 based on the degree to which fair value is observable as at 31

December 2012 and 2011.

Level 1

unrestricted assets or liabilities;
Level 2

observable, either directly or indirectly;
Level 3

unobservable.

Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
Quoted prices in markets that are not active or financial instruments for which all significant inputs are

Prices or valuations that require input that is both significant to the fair value measurement and




SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Notes to the Financial Statements for the year ended 31 December 2012

3. Financial assets at fair value through profit or loss (continued)

Fair value hierarchy table

Level 1 Level 2 Level 3 Total
2012 USD USD USD USD
Investments
Investments in Property Funds 272831 2,755,143 - 3.027.974
Open Forward Contracts - (1.108) - (1,108)
Total Investments 272,831 2,754,035 - 3,026,866
Level 1 Level 2 Level 3 Total
2011 USD UsD USD USD
Investments
Investments in Property Funds 550,475 2.585.591 - 3.136.066
Open Forward Contracts - 29,028 - 29.028
Total Investments 550,475 2,614,619 - 3,165,094
No financial instruments were classified as level 3 at 31 December 2012 and 2011.
Net gains and losses on financial assets at fair value through profit or loss were:
2012 2011
UsSbh uUsD
Net realised gains on financial assets at fair value through profit or loss
- designated as fair value through profit or loss 51,235 468,268
Net change in unrealised loss on financial assets
at fair value through profit or loss
- designated as fair value through profit or loss (65,231) (682,445)
4. Debtors: amounts receivable within one year
2012 2011
Note UuspD uspD
Unrealised forward currency contracts - 29,028
Prepayments 3,902 2,750
Interest receivable 154 -
4,056 31,778
5. Creditors: amounts falling due within one year
2012 2011
Note UsD USD
Unrealised forward currency contracts 1.108 -
Management fees 14,309 29,041
Administration fees 1.529 1,948
Audit fees 22.206 22,805
Custodian fees 694 1.126
Investment advisory fees 3.583 10,544
Other payables 8.795 14.895
52,224 80,359




SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Notes to the Financial Statements for the year ended 31 December 2012

6. Share Capital

The Spitfire Funds (Bermuda) Ltd (“the Company™) has been authorized to issue 1 manager share of par value
US$1.00 and up to 11,999,000 redeemable shares of par value US$0.001 each. The Fund can issue Spitfire
European Property Recovery Class A USD Shares, Spitfire European Property Recovery Class A Euro Shares and
Spitfire European Property Recovery Class A Sterling Shares (collectively the “Shares™). Other classes of shares
may be created and issued at the discretion of the directors of the Company. The Manager shareholder shall be
entitled to vote and is not entitled to any dividends. The Class A shares are non-voting redeemable shares, and are

redeemable at the option of the holder of the shares.

Class Funds

Each share class in the Fund has a Class Fund established in accordance with the offering memorandum. The Fund

currently has Class Funds established as follows:

Class A Euro redeemable shares

Class A Sterling redeemable shares

There were no Class A USD redeemable shares issued during the year.

The proceeds from the allotment and issue of each class of shares are applied to the relevant share class.
Investment gains and losses on assets allocated to each Class Fund are applied to the relevant class. In the
case of any asset, liability, income or expense which the directors do not consider attributable to a
particular Class Fund, the directors have the discretion to determine the basis on which the asset, liability
income or expense is allocated between the Class Funds. The directors have based such allocations on the
proportion of the Net Asset Value of the Fund each Class Fund comprises.

Investors in the EUR and GBP share classes are exposed to currency risk through the denomination of the
share classes in a currency other than the reporting currency of the Fund. In accordance with the offering
memorandum the directors have appointed an investment advisor to neutralise, to the extent possible, the
impact of currency fluctuations for investors in the EUR and GBP share classes by taking out monthly
forward foreign currency contracts which mirror the value of the non-base currency assets thus mitigating
the risk from currency movements. The costs of hedging currency fluctuations in this manner, including
gains and losses on forward foreign currency contracts, are allocated to the relevant Class Fund.

Issued and fully paid: No. of Shares

USD

No. of Shares

Participating shares of EUR0.001 each

At the beginning of year 10,968
Issued during the year -
Redeemed during the year -
Exchange gain during the year -

16,685

(5,717)

At the end of year 10,968

10,968

Participating shares of GBP0.001 each

At the beginning of year 30,216
Issued during the year -
Redeemed during the year (6,889)
Exchange gain during the year

30,216

At the end of year 23,327

30,216
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7. Share Premium Account

2012 2011

UsSD USD
Participating shares of EUR0.001 each
At beginning of the year 1.126,170 1.965.108
Issued during the year W =
Redeemed during the year - (862,552)
Exchange gain during the vear 20.245 23.614
At end of the year 1,146,415 1,126,170
Participating shares of GBP0.001 each
At beginning of the year 4.432.836 4.447.090
[ssued during the year - -
Redeemed during the year (951,949) -
Exchange gain/(loss) during the year 176,353 (14.254)
At end of the year 3,657,240 4,432,836
8. Net assets attributable to holders of participating redeemable shares

Share
Capital  Share Premium Retained
2012 USD USD Earnings USD Total USD
Balance at 1 January 2012 62 5,559,006 (488,753) 5,070,315
Loss on ordinary activities " - (12,884) (12,884)
Issue of EUR0.001 shares - - - -
Redemption of EUR0.001 shares - - - -
Exchange gain/(loss) on EUR0.001 shares - 20,245 (20,245) -
Issue of GBP0.001 shares - - - -
Redemption of GBP0.001 shares (11) (951,949) - (951,960)
Exchange gain/(loss) on GBP0.001 shares 2 176,353 (176,355) -
Balance at 31 December 2012 53 4,803,655 (698,237) 4,105,471
Share
Capital  Share Premium Retained

2011 USD USD Earnings USD Total USD
Balance at | January 2011 69 6,412,198 (8,333) 6,403,934
Loss on ordinary activities - - (471,059) (471,059)
Issue of EURO0.001 shares - - - -
Redemption of EUR0.001 shares (8) (862,552) - (862,560)
Exchange gain/(loss) on EUR0.001 shares | 23,614 (23,615) -
Issue of GBP0.001 shares - - - -
Redemption of GBP0.001 shares - - - -
Exchange gain/(loss) on GBP0.001 shares - (14,254) 14,254 -
Balance at 31 December 2011 62 5,559,006 (488,753) 5,070,315
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8. Net assets attributable to holders of participating redeemable shares (continued)

Net assets by each share class

2012 2011
FCY USD FCY USD
Share
Class NAV/Share NAV NAV/Share NAV NAV/Share NAY NAV/Share NAV
EUR Class 75.74 830,766 99.92 1.095,947 78.51 861,114 101.74 1,115,917
GBP Class 79.40 1.852.243 129.01 3,009,524 84.17 2,543,185 130.87 3,954.398
4,105,471 5,070,315

9. Forward currency contracts

The amount of the contracts represents the extent of the Fund’s participation in these financial instruments. Market
risks associated with forward contracts arise due to the possible movements in foreign exchange rates underlying
these instruments.

At 31 December 2012 and 2011, the Fund held open forward contracts as set out below:

FX Rate - 31 .
Contract Unrealised
Buy Amount Sell Amount Date December
Rate (Loss) - USD
2012
EUR 935,300 GBP 759,049 1.2322 04-Jan-13 1.3192 801
GBP 1,809,041 EUR 2,229,100 1.2322 04-Jan-13 1.3192 (1,909)
Total (1,108)
FX Rate - 31
. I H
Buy Amount Sell Amount Clmtract Date December ¢ n.reallsed
Rate Gain - USD
2011
EUR 1,056,900 GBP 907,132 1.165100559  05-Jan-12 1.2959 (40,929)
GBP 1,550,425 EUR 1,806,400  1.165099892  05-Jan-12 1.2959 69,957
Total 29,028

10. Taxation

The Fund is incorporated in Bermuda, a jurisdiction with no corporate taxes. Accordingly, no provision for liability
to income tax has been included in these financial statements. The Fund may be subject to foreign withholding
taxes on certain interest, dividends and capital gains.

11. Related party transactions

Alan Tennant Johnson is the Chairman of The Spitfire Funds (Bermuda) Ltd.

Alan Tennant Johnson, Philip Peter Scales and Peter Hughes are the directors of The Spitfire Funds (Bermuda) Ltd,
the Fund and are also directors of the Frontier Global Real Estate Fund Plc and The Frontier Commercial Property

Fund Plc which have subscribed to the Fund.

Peter Hughes is a director and principal owner of the Administrator. Details of the fees payable to the
Administrator are shown in note 12.
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11. Related Party Transactions (continued)

During the year/period, the Fund carried out various transactions with the Frontier Global Real Estate Fund Plc and
The Frontier Commercial Property Fund Plc at the prevailing market prices as follows:

2012
The Frontier Commercial Property Fund Plec
Date Trade Security CCY No of shares |Price
01/09/2012fRedemption  |Spitfire Asian Property Recovery Fund GBP (6.889)h 87.09
2011
The Frontier Commercial Property Fund Plc
Date Trade Security CCY No of shares |Price
01/09/201 I§Redemption |Spitfire Asian Property Recovery Fund EUR (5.717) 104.96

The Spitfire Asset Managers (Bermuda) Ltd is the Fund’s Investment Manager where Alan Tennant Johnson is a

director. For the year ended 31 December 2012 and 2011 the fees charged by the Investment Manager were:

2012 2011

USD USD

Investment management fees 101,181 140,469
Performance fees - 61,494
101,181 201,963

Details of the fees incurred are also included in note 12.

No director of the Fund held a beneficial interest in any of the participating shares of the Fund during the year.
The Spitfire Asset Managers (Bermuda) Ltd is the owner of the manaé,er share in the Fund.

12. Fees and expenses

Basis of calculating fees
All agreements with service providers/related and third parties are kept in the records of the Fund.

Administrator

The administrator charges a fee of 0.1% of the monthly Net Asset Value, which accrues monthly and is payable
quarterly in arrears. The administrator charges USD 15 per shareholder transaction and an additional corporate
secretarial service at USD 5,000 per annum (pro-rated amongst segregated accounts of the Company).

During the year a charge of USD 5.236 (2011: USD 7,204) was incurred in regards with the administration fees and
USD 1,250 (2011: USD 917) for the corporate secretarial fees. Administration fees payable as at 31 December
2012 and 2011 amounted to USD 1,529 and USD 1,948, respectively. Secretarial fees payable as at 31 December
2012 and 2011 amounted to USD 417 and USD 361, respectively.
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12. Fees and expenses (continued)

Custodian fees

The Custodian is paid a fee of 0.05% of the Net Asset Value subject to a minimum annual fee of GBP 6,000 which
accrues monthly and is payable monthly in arrears on the last Business Day of each month. Additionally, the
Custodian is paid a transaction fee of GBP 100 per trade plus full recovery of all counter-party charges and
reimbursement of all out of pocket expenses. During the year a charge of USD 3,715 (2011: USD 5.605) was
charged by the Custodian and USD 694 was payable as at 31 December 2012 (31 December 2011: USD 1,126).

Investment management fees

The Investment Manager is paid a minimum fee equal to the aggregate of 1.95% per annum of the Net Asset Value
which is paid monthly in arrears on the last Business Day of each month. During the year USD 101,181 (2011:
USD 140,469) management fees were charged and USD 14,309 was payable as at 31 December 2012 (2011: USD
29,041).

Performance fees

The Investment Manager is paid a performance fee equal to 20% per annum of the appreciation in the net asset
value per share, above the appreciation had the assets been invested in the market at the 3-month LIBOR rate as
quoted on the first day of each calendar quarter, in the net asset value per share above the base net asset value per
share. The base net asset value per share represents the highest net asset value per share achieved. The performance
fee is paid quarterly in arrears on the last Business Day of each calendar quarter. During the year no performance
fee (2011: USD 61,494) was charged by the Investment Manager.

Deferred sales charges

The Fund reserves the right to pay an initial fee to introducers by way of commission. Such costs of acquiring and
procuring subscriptions are limited to a maximum of 5% of the amount subscribed and these costs are expensed as
they are incurred. No deferred sales charges was paid and nil payable as at 31 December 2012 and 2011.

Early redemption fees

Redemptions are subject to an early redemption fee of a percentage of the value of the redemption proceeds
between 5% and nil, calculated on a pro rata basis over a period of 50 months from the date of subscription subject
to the Directors discretion. In the year, no redemption fees were charged to investors and no income recognised.

Investment Advisor Fees

The Investment Advisor is paid a fee equal to 0.324% of the Net Asset Value up to USD 200 million, 0.20% for the
next USD 200 million and 0.1% thereafter. Fees are based on the monthly NAVs and are calculated monthly and
payable quarterly. During the year. USD 16,866 (2011: USD 23,199) investment advisory fees were incurred and
USD 3.583 was payable to the Investment Advisor as at 31 December 2012 (31 December 2011: USD 10,544).

All fees and charges are consistent with the articles of the Company and offering memorandum of the Company
and Fund.

13. Risk associated with financial instruments

The Fund is exposed to capital risk management, market risk, interest rate risk, credit risk and liquidity risk arising from
the financial instruments it holds. The nature and extent of the financial instruments outstanding at the reporting date and
the risk management policies employed by the Fund to manage these risks are discussed below.

Capital risk management
Capital is represented by the net assets attributable to the holders of redeemable shares.

Capital is managed in line with the investment parameters of the Fund seeking to generate returns for shareholders
whilst seeking to minimize risk.
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13. Risk associated with financial instruments (continued)

Capital risk management (continued)

The Fund was incorporated as an open-ended Investment Fund in Bermuda to seek opportunities for capital growth
resulting from investing in the Commercial Property Market and the listed shares of property related companies, by
investing in a range of underlying Funds.

Strategy in using financial instruments

The Fund’s activities expose it to a variety of financial risks: market risk (including currency risk, 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.

Market price risk

Market price risk is the potential for losses to be made due to investment in financial assets which suffer a
diminution in value over the year that they are invested in. Market price risk is dependant on the underlying
investments of the Fund which are shown in note 3.

All security investments present a risk of loss of capital. The directors’ policy to minimise price risk is to maintain
a diverse portfolio of investments in accordance with the respective investment objectives, which is managed by a
professional investment advisor. The Fund’s overall market positions are monitored daily by the investment
advisor.

The investment advisor uses their discretion to select investments that aim to deliver the investment objective.
Considerations are given to the macro economic environment, relative valuation levels, the political environment,
liquidity and technical analysis. Depending on the differing economic and market conditions the overall asset
allocation will shift in time.

Due to the volatile market conditions currently experienced globally, the directors have assessed market risk
sensitivity relating to all Fund investments at a potential loss of 10% and gain of 5%.

The following table illustrates the sensitivity of the profit or loss for the year and the net asset value of the Fund to
a 5% increase or 10% decrease in the market value of financial assets, assuming all other factors remain the same.

2012 2011
Increase in Market Decrease in Increase in Market Decrease in
value (5%) Market value value (5%) Market value
(10%) (10%)
USD USD SD USD
At 31 December
Net profit 151,399 (302,797) 156,803 (313,607)
Net asset value 3.69% (7.38)% 3.09% (6.19%

Credit risk

The Fund takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full
when due. It is the Fund’s policy only to enter into financial instruments with reputable counterparties. Therefore,
the Fund does not expect to incur material credit losses on its financial instruments.
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Credit risk (continued)
The Fund is also exposed to risk from default by brokers who carry out trading in financial assets. The Fund

mitigates this risk by employing reputable custodians and trading in low to medium risk markets and countries.

As at 31 December 2012 and 2011 the value of assets subject to credit risk was as follows:

2012 2011
USD USD
Cash and cash equivalents 1,120,929 554,539

Liquidity risk

It is the Fund’s policy to invest into an investment portfolio of regulated schemes which deal on a regular basis and
are considered generally readily realisable. The Fund’s liquidity risk is managed through diversification of the
investment portfolios and by maintaining a portion of its assets as cash.

The Fund can also invest in hedge Funds or listed closed end property companies that are more illiquid and require
the directors to instruct redemption to raise cash between one and three months in advance of cash being received.
As at 31 December 2012, the Fund’s portfolio of financial assets includes assets with daily and monthly liquidity.

In accordance with the Fund’s policy, the Investment Manager monitors the Fund’s liquidity position on a daily
basis, and the Board of Directors reviews it on a regular basis.

All amounts included in creditors at the balance sheet date are payable within three months.

As described in Note 6 to the financial statements, the Fund’s redeemable shares are redeemable at the
shareholder’s option for cash equal to a proportionate share of the Fund’s net asset value. The Fund is therefore
potentially exposed to monthly redemptions by its shareholders.

The number of shares of the Fund which can be redeemed in any month is limited to 5% of the total net asset value
of the Fund.

Interest rate risk

The majority of the Fund’s financial assets are non interest bearing. As a result, the Fund is not subject to
significant risk due to fluctuations in the prevailing levels of market interest rates. As such a sensitivity analysis of
the effect has not been prepared.

The underlying investment assets of the Fund may be exposed to interest rate risk, however it is not possible to quantify
this indirect interest rate risk of the Fund.

The table below summarises the Funds exposure to interest rate risk:



SPITFIRE EUROPEAN PROPERTY RECOVERY FUND

Notes to the Financial Statements for the year ended 31 December 2012
13.Risk associated with financial instruments (continued)

Interest rate risk (continued)

Fixed Less than Non-interest Total
At 31 December 2012 one month bearing usD
Assets
Financial assets at fair value through profit or loss “ = 3.027.974 3.027.974
Dividend - = 4,736 4,736
Other receivables - - 4,056 4.056
Cash and cash equivalents 2 1.120.929 - 1,120,929
Total assets = 1.120.929 3.036.766 4.157.695
Liabilities
Accounts payable - - 52,224 52,224
Net assets attributable to holders of redeemable
participating preference shares . - 4.105.471 4.105.471
Total liabilities - - 4,157.695 4,157,695
Fixed Less than Non-interest Total
At 31 December 2011 one month bearing USD
Assets
Financial assets at fair value through profit or loss = - 3.136.066 3.136.066
Dividend - - - -
Other receivables = 1.428.290 31.779 1.460,069
Cash and cash equivalents - 554.539 = 554,539
Total assets = 1,982,829 3.167.845 5.150.674
Liabilities
Accounts payable - - 80,359 80.359
Net assets attributable to holders of redeemable
participating preference shares - = 5.070.315 5.070.315
Total liabilities - - 5,150,674 5.150.674

Currency risk

The Fund is exposed to currency risk through allowing investment via currency classes which are not denominated
in the base currency of the operating account. The Fund is also permitted to invest in underlying assets which may
be denominated in currencies which are different from the base currency of the Fund.

The underlying investment assets of the fund may be exposed to currency risk; however it is not possible to
quantify this indirect currency risk exposure of the Fund.

In order to mitigate currency risk the directors have appointed the investment advisor who ensures that the currency
classes and any non-base currency assets are fully hedged on a monthly basis. This is achieved by the taking out
of monthly forward foreign currency contracts which mirror the value of the non-base currency assets thus
mitigating the risk from currency movements,
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Currency risk (continued)

Open forward currency contracts in place at the balance sheet date are shown in note 9.

The currency exposure of the Fund in respect of the Fund’s foreign currency denominated assets and liabilities at
the reporting date was as follows:

2012 2011
in foreign in foreign
Financial assets Currency currency in USD currency in USD
Cash and cash equivalents EUR 392 517 438 567
Cash and cash equivalents GBP 689,569 1,120,412 356,275 553.972
Financial assets at fair value through profit or loss EUR 2,060,926 2,718,774 2,135,072 2.766.840
Financial assets at fair value through profit or loss GBP 190,300 309,199 237,460 369.926
Debtors GBP 95 154 918,573 1,428,290
Dividends receivable GBP 2915 4,736 - -
4,153,792 5,119,595
Financial liabilities
Creditors EUR - - - -
Creditors GBP 18.984 30,845 24.496 38.089
30,845 38,089

The following table illustrates the sensitivity of the profit or loss for the period and the net asset value of the Fund
to a 5% increase in exchange rates between foreign currencies (GBP and EUR) and USD, assuming all other
factors remain the same.

2012
Impact of 5% Increase in FX Rate
Financial
Currency Assets Cash and Cash Equivalents Other Assets and Liabilities Effect on Profit % Change in NAV
GBP 15.460 56,021 (1.298) 70,183 1.71%
EUR 135,939 26 - 135,965 3.31%
Total 151.399 56,046 (1.298) 206,148 5.02%
2011
Impact of 5% Increase in FX Rate
Financial
Currency Assets Cash and Cash Equivalents Other Assets and Liabilities Effect on Profit % Change in NAV
GBP 18.461 27.699 69,510 115.670 2.28%
EUR 138.341 28 138,370 2.73%
Total 156,802 27.727 69.510 254,040 5.01%

The foreign exchange gains on revaluation of assets and liabilities (other than investments at fair value through
profit and loss) during the year amounted to USD 67,901 (2011: loss of USD 77,374).

14.Subsequent Events
After the reporting period, the board of directors through a resolution dated 25 March 2013 agreed to close the

Fund as at 30 April 2013. This decision was taken due to the diminutive size of the Fund which made it
uneconomical to operate and maintain. The letter informing the shareholders was issued on 18 April 2013.
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14.Subsequent events (Continued)
The final redemption proceeds were invested in the Spitfire Americas Property Recovery Fund and in the Spitfire

British Property Recovery Fund on 1 May 2013 as follows:

GBP Class EUR Class
Fund GBP USD EUR UsD
Spitfire Americas Property Recovery Fund 1,625,988 2.525.485 428.413 564.134
Spitfire British Property Recovery Fund 200.965 312,139 52.950 069,724

Following the decision to liquidate the Fund, on 4 June 2013, the Fund requested the delisting of its shares from the
Official List of the BSX. This request was granted with effective date 7 June 2013.

The published Net Asset Value per share as of 30 April 2013 was as follows:
30 April 2013

Share Class FCY USD
EUR Class 71.38 94.00
GBP Class 78.32 121.65




