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2019
28,300 3,165 108.13 12,094
2009 12
42,575 4,762 108.27 12,110
2010 12
30,408 3,401 98.99 11,072
2011 12
21,281 2,380 103.95 11,627
2012 12
10
26,811 2,999 108.32 12,116
2013 12
11
40,037 4,478 100.70 11,263
2014 12
12
27,379 3,062 99.58 11,138
2015 12
13
22,699 2,539 99.08 11,082
2016 12
14
19,102 2,137 104.23 11,658
2017 12
15
16,322 1,826 96.83 10,830
2018 12
2018 19,318 2,161 103.38 11,563
19,318 2,161 104.63 11,703
18,959 2,121 104.28 11,664
18,600 2,080 103.49 11,575
18,302 2,047 101.91 11,399
10 17,027 1,904 100.09 11,195
11 16,923 1,893 99.48 11,127
12 16,322 1,826 96.83 10,830
2019 16,481 1,843 100.25 11,213
16,475 1,843 101.54 11,357
16,385 1,833 102.46 11,460
16,481 1,843 104.32 11,668
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2,480 308 107.08 13,319
2010 12
2,258 281 98.04 12,194
2011 12
2,824 351 103.46 12,868
2012 12
10
1,656 206 107.50 13,371
2013 12
11
1,432 178 100.21 12,464
2014 12
12
1,434 178 98.66 12,271
2015 12
13
1,389 173 96.51 12,004
2016 12
14
2,612 325 100.59 12,511
2017 12
15
2,195 273 93.16 11,587
2018 12
2018 2,510 312 100.40 12,488
2,420 301 101.32 12,602
2,397 298 100.72 12,528
2,385 297 99.70 12,401
2,366 294 98.91 12,302
10 2,281 284 96.78 12,037
11 2,263 281 96.00 11,940
12 2,195 273 93.16 11,587
2019 2,265 282 96.12 11,955
2,279 283 97.13 12,081
2,325 289 97.72 12,154
2,362 294 99.25 12,345
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14,982 1,175 108.29 8,491
2009 12
14,084 1,104 110.17 8,638
2010 12
12,459 977 102.82 8,062
2011 12
14,741 1,156 106.76 8,371
2012 12
10
8,063 632 111.30 8,727
2013 12
11
10,168 797 103.53 8,118
2014 12
12
14,812 1,161 102.70 8,053
2015 12
13
25,679 2,013 101.17 7,933
2016 12
14
15,148 1,188 104.40 8,186
2017 12
15
12,879 1,010 96.18 7,541
2018 12
2018 13,478 1,057 103.19 8,001
13,946 1,094 104.34 8,181
13,880 1,088 103.94 8,150
13,694 1,074 103.09 8,083
13,625 1,068 101.49 7,958
10 13,095 1,027 99.51 7,803
11 13,042 1,023 08.88 7,753
12 12,879 1,010 96.18 7,541
2019 12,849 1,007 99.45 7,798
12,475 978 100.66 7,893
12,572 986 101.50 7,959
12,682 994 103.27 8,097
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2010 12
341 9,781
2011 12
378 10,330
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10
494 10,766
2013 12
11
414 10,014
2014 12
12
368 9,866
2015 12
13
202 9,674
2016 12
14
201 10,110
2017 12
15
175 9,398
2018 12
2018 194 10,109
196 10,207
201 10,148
189 10,047
187 9,966
10 183 9,761
11 181 9,686
12 175 9,398
2019 181 9,695
181 9,801
183 9,866
184 10,022
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2009 12
3.00 336
2.00 249
2010
4.00 314
150 150
2010
5.00 559
2010 12
4.00 498
2010
6.00 470
350 350
6.50 727
6.00 746
2011 2011
8.00 627
2011 12
550 550
3.00 336
2.50 311
2012
5.50 431
250 250
2012
1.50 168
2012 12
1.00 124
2012
3.50 274
100 100
2.50 280
2.50 311
2013
4.00 314
10
250 250
2013
4.50 503
2013 12
4.50 560
2013
6.00 470
450 450
3.50 391
3.50 435
2014
4.50 353
11
350 350
2014
3.00 336
2014 12
2.50 311
2014
4.50 353
250 250
0.00 0
12
0.00 0
2015 2015
1.50 118
2015 12
0 0
0.00 0
13
0.00 0
2016 2016
1.50 118
2016 12
0 0
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0.00 0
0.00 0
2017
1.50 118
14
0 0
2017
1.50 168
2017 12
0.00 0
2017
2.00 157
0 0
2.00 224
0.00 0
2018
2.00 157
15
0 0
2018
1.00 112
2018 12
0.00 0
2018
1.00 78
0 0
16
2019
2019
1.00 112
2018 0.00 0
1.00 78
2019
0 0
61.27 6,853
2004 13 46.93 5,837
82.91 6,501
2019
3,753 3,753

48/204



EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

46.44

7.53

2.57

9.56

10 10.94
11 1.03
12 1.11
13 0.50
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86,774 138,623 261,399

86,774 138,623 261,399

225,833 96,131 391,101

225,833 96,131 391,101

186,064 269,965 307,200

186,064 269,965 307,200

60,580 163,052 204,728

60,580 163,052 204,728

145,851 103,153 247,426

10 145,851 103,153 247,426
251,411 109,916 388,921

H 251,411 109,916 388,921
41,613 155,589 274,945

. 41,613 155,589 274,945
14,179 60,022 229,102

s 14,179 60,022 229,102
7,461 53,306 183,257

e 7,461 53,306 183,257
23,530 38,225 168,562

o 23,530 38,225 168,562
18,953 20,852 18,123

18,953 20,852 18,123

11,010 6,670 22,463

11,010 6,670 22,463

11,280 10,714 23,029

11,280 10,714 23,029

13,127 8,861 27,295

13,127 8,861 27,295

29,506 41,400 15,401

10 29,506 41,400 15,401
3,139 4,250 14,290

H 3,139 4,250 14,290
3,154 2,904 14,540

e 3,154 2,904 14,540
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1,180 1,331 14,389

3 1,180 1,331 14,389
12,935 1,354 25,970

1 12,935 1,354 25,970
125 2,534 23,561

o 125 2,534 23,561
178,391 190,215 135,169

178,391 190,215 135,169

105,410 112,744 127,835

105,410 112,744 127,835

37,083 43,743 121,175

37,083 43,743 121,175

110,668 95,513 136,330

110,668 95,513 136,330

30,533 94,420 72,443

10 30,533 94,420 72,443
49,212 24,446 97,209

H 49,212 24,446 97,209
75,228 28,211 144,226

e 75,228 28,211 144,226
188,756 79,170 253,812

s 188,756 79,170 253,812
19,769 128,482 145,099

1 (19,769 128,482 145,099
12,616 23,810 133,905

o 12,616 23,810 133,905
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3,113 53,975 66,235

3,113 53,975 66,235

200 25,483 40,952

200 25,483 40,952

4,642 10,716 34,878

(4,642 10,716 34,878

16,470 14,782 36,566

16,470 14,782 36,566

16,865 7,527 45,904

10 16,865 7,527 45,904
15,805 20,447 41,262

H 15,805 20,447 41,262
0 3,954 37,308

e 0 3,954 37,308
0 16,453 20,855

s 0 16,453 20,855
0 1,022 19,833

1 0 1,022 19,833
1,570 2,765 18,638

o 1,570 2,765 18,638
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3,329,670

15,254
206

29,907,285

3,345,130

58,765

1,100
69,606
41,228

8,092
62,384
49,504

6,573

123
7,785
4,611

905
6,978
5,537

290,679

32,512

29,616,606

3,312,617

168,562 96.83

133,905 96.18

23,561 93.16
18,638 9,398
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CB

2018 12 31
( ) «c )
2,294,769 256,670
(3,546,117) (396, 633)
(1,251,348) (139,963)
(1,096,405) (122,633)
(173,431) (19,398)
(1,269,836) (142,031)
1,211,337 135,488
(311,809) (34,876)
(99,400) (11,118)
(16,955) (1,896)
(28,571) (3,196)
754,602 84,402
(310, 657) (34,747)
(176,640) (19,757)
(33,649) (3,764)
(112,734) (12,609)
(108,440) (12,129)
(742,120) (83,006)
12,482 1,396

(2,508,702) (280,598)
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CB

2018 12 31
( ) «C )
12,482 1,396
2,294,769 256,670
(3,546,117) (396, 633)
(1,269,836) (142,031)
(2,508,702) (280,598)
2,451,150 274,161
965,693 108,013
14,741 1,649
144,040 16,111
(3,945,474) (441,301)
(1,853,552) (207,320)
(300, 852) (33,650)
(252,960) (28,294)
(4,006,142) (448,087)
(6,783,356) (758,718)
(556,304) (62,223)
(309, 319) (34,597)
(865, 623) (96,820)

(10,157,681) (1,136,137)
39,774,287 4,448,754
29,616,606 3,312,617
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CB

2018 12 31

( ) « )
(2,508,702) (280,598)
10,143,417 1,134,541
173,431 19,398
(136,378) (15,254)
(1,844) (206)
(518,623) (58,008)
(18,203) (2,036)
(7,573) (847)
(1,109) (124)
11,823 1,322
(6,983) (781)
7,129,256 797,407
4,161,971 465,516
(10,425,604) (1,166,104)
(865,623) (96,820)

(7,129,256) (797,407)
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ASC 946

GAAP

2018 12 31 29,769,063
100.00

ASC 815

BNY

2018 12 31
16,468,671
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0.225 0.90
0.15 0.60

UBS

0.53
0.55 0.57

0.10

0.12 0.10
0.08 72,000
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2018 20
2018 12 31
( )
2017 12 31
183,257 145,099 25,970 19,833 29,551
23,530 12,616 125 1,570
(38,225)  (23,810) (2,534)  (2,765) (29,551)
2018 12 31
168,562 133,905 23,561 18,638
2018 589,822
2.00
2.00
2018 10 275,801
1.00

1.00
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104.23 104.40 100.59 10,110
(0.07) (0.06) (0.07) 0
(4.33) (5.16) (7.36) (705)
(4.40) (5.22) (7.43) (712)
(3.00) (3.00)

96.83 96.18 93.16 9,398

(4.39) (5.18) (7.39) (7.04)

3.38 3.36 3.38 3.38
0.07 0.05 0.07 0.07
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2019 26 UFJ
111.85
2018 12 31

( ) «
4,135,412 462,546
42,522 42,362 4,738
27,795,637 25,715,826 2,876,315
124,305 13,904
30,017,905 3,357,503
136,378 15,254
112,464 12,579
248,842 27,833
29,769,063 3,329,670

131,450.64 226.47 25,331
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256,670
(396, 633)

(1,251,348)

(139,963)

1,211,337

135,488

1,211,337

135,488

311,809
99,400
16,955
28,571

34,876
11,118
1,896
3,196

456,735

51,086

754,602

84,402

(496,746)

(55,561)
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2018 12 31
( ) « )
754,602 84,402
2,294,769 256,670
(3,546,117) (396, 633)
(496,746) (55,561)
4,286,911 479,491

(13,933,582) (1,558,471)
(9,646,671) (1,078,980)

(10,143,417) (1,134,541)
39,912,480 4,464,211
29,769,063 3,329,670
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(496,746)

(23,297,663)
32,586,913
(2,311,432)

3,592,396
(343,371)

(29,601)
21,553
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(55,561)

(2,605,844)
3,644,846

(258,534)
401,809

(38,406)

(3,311)
2,411

9,722,049

1,087,411

4,805,534
(13,797,204)

537,499
(1,543,217)

(8,991,670)

(1,005,718)

730,379
3,447,395

81,693
385,591

4,177,774

467,284
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2018 12 31
868,726 2.92
873,513 2.93
800,050 2.69
1,490,623 5.01
1,818,977 6.11
3,728,082 12.52
5,628,116 18.90
16,896,140 15,208,087 51.08
1,905,760 6.40
969,400 3.26
1,021,075 3.43
4,031,011 3,896,235 13.09
1,231,030 4.14
1,221,369 4.10
4,159,105 13.97
6,868,486 6,611,504 22.21

27,795,637 25,715,826 86.38
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Nikko Global CB Fund

Statement of Assets and Liabilities
(Stated in United States Dollars)

December 31, 2018

Assets

Investment in Nmeteen 77T Global Comvertible Bond hMaster Limited
Redemption due from Nineteen77 Global Convertible Bond Master Limited
Other assets

Total assets

Liabilities

MNet unrealized loss on forward currency contracts
Redemptions payvahle

Management fee payable

Distributor fee payable

Agent Company fee pavable

Trustee and adminstration fee payable

Accrued expenses

Total liabilities

Net assets

MNetasset value per share

USD Class (based on 168,562 unils outstanding)
AUD Class (based on 133,905 units outstanding)
EUR Class (based on 23,561 units outstandmg )
JPY Class (based on 18,638 units outstanding)
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29769063
136378

1,844

29007285

58,765
1,100
69,600
41,228
8,002
62384
49,504
200,679

5 20616606

b 983
AUD 5618
€ 9316
IPY 9398

Bee aecompanying notes and attached finaneial statements af Nineteen 77 Global Convertible Bond Master

Limited.

81/204



EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

Mikko Global CB Fund

Statement of Operations
(Stated in United States Dollars)

Year Ended December 31, 2018

Realize d and unrealized gains (losses) on investments in
securities and foreign currency allocate d from Nineteen77
Global Convertible Bond Master Limited

Met realized gan on imvestments in securities and foremn currency b3 2,204,769
Net change m unrealized appreciation/depreciation on mvestments
in securities and foregn currency (354611 Et
Met boss on investments in securities and foreign currency allocated
from Mineteen?7 Global Convertible Bond Master Limited 2 O(1.251.348)

Realize d and unrealized gains (losses) on forward currency
contracts and foreign currency

MNet realized loss on forward currency contracts and foregn currency (1.096.405)
Met change m unrealized gain/bss on forward currency contracts
and foregn currency 173431}
MNet loss on forward currency contracts and foreign currency (1,269836)

Net investment income {loss) allocated from Nineteen77 Global
Convertible Bond Master Limited

Interest ncome 1,211,337
Interest expense (311,809
Professional fees (99,400
Administration fees {16,955)
Directors fees and other expenses (28,571}
Met mvestment ncome allocated from Nineteen77 Global

Corvertible Bond Master Limited T34.602

Fund expenses

Management fee (310,657)
Distributer fee (1766400
Agent Company fee (33,649
Trustee and adminstration fee (112,734)
Professional fees and other expenses (1084400
Total Fund expenses 7421200
MNet mvestment income 12482
Met change in net assets resulting from operations $ (2508 702)

See accompanying notes and attached finarncial stetements of Nineteen 77 Global Convertible Bond Master
Limited.
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Nikko Global CB Fund

Statement of Changes in Net Assets
(Stated in United States Dollars)

Year Ended December 31, 2018

Operations

MNet mvestment neome

Met realized gain on investments in securities and foreign currency
allocated from Nineteen77 Global Convertible Bond Master Limited

Net change m unrealined appreciation/depreciation on mvestments m
securities and foreign currency allocated from
Nimeteen77 Global Convertible Bond Master Limited

MNet boss on forward currency contracts and foreign currency

Met change in net assets resulting from operations

Capital unit transactions

LS Class subscriptions

AUD Class subscriptions

EUR Class subscriptions

JPY Class subscriptions

USD Class redemptions

AUD Class redemptions

EUR Class redemptions

JPY Class redemptions

JPY Class (Hedged) redemptions
Net change m net assets resulting from capital unit transactions

Distributions

USD Class dstributions

AUD Chss distributions

Met change in net assets resuliing from distributions

Met change in net assets
Met assets at begmning of vear
MNet assels at end of year
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5 12482
2,204,760

(3.546,117)

(1.269.836)
(2508.702)

2451,150
965,693
14,741
144,040
(3.945474)
(1,853,552
(300,852)
(252.960)
(4.006,142)
(6,783336)

(556304)
(309319
(86:5,623)

(10,157,681)
39774287
S 29616606

See pecompanyving notes and attached fnanciol stetements of Nineteen 77 Globel Convertibile Bond Master

Limited,
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Nikko Global CB Fund

Statement of Cash Flows
(Stated in United States Dollars)

Year Ended December 31, 2018

Operating activities
Net change m net assets resulting from operations S (2508,702)
Adjustrments to reconcile net change in net assels resulting from operations
1o net cash provided by operating activities:
Changes mn assets and labilities:
Investment in MmeteenTT Global Convertible Bond Master Lmited 10143417

Net unrealized gam/loss on forward currency contracts 173,431
Redemption due from Nineteen77 Global Convertible Bond Master Limited (136.378)
Other assets (1,844)
Subscription due to Nineteen77 Global Convertible Bond Master Limited (51846233
Management fee pavable (18,203
Distribator fee pavable (T.573)
Agent Company fee pavable (1,109}
Trustee and adminstration fee payvable 11,523
Acerued expenses (5,983}
Met cash provided by operating activities 7129256
Financing activities
Subscriptions 4161971
Redemptions (104256045
Distributions (865.623)
Met cash used in financing activities (7.129.256)
MNet change m cash -
Cash at beginning of vear -
Cash at end of year b -

See accompanying nates and attached financial stetements of Nineteen 77 Global Convertible Bond Master
Fimited.
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Nikko Global CB Fund

MNotes to Financial Statements
Year Ended December 31, 2018
1. Organization

Mikko Global CB Fund (the Fund) is an open-ended exempted trust formed under the trust laws of the
Cayman Islands by a deed of trust dated July 6, 2004, The Fund 1s regulated as a mutual fund under
the Mutual Funds Law of the Cayman I[slands and the Retail Mutual Funds (Japan) Regulations. The
Fund commenced operations on August 13, 2004, The Fund is a feeder fund in a master-feeder
structure whereby the Fund invests substantially all of its assets in Nineteen77 Global Convertible
Bond Master Limited, (the Master Fund), a company incorporated under the laws of the Cavman
Islands. The Master Fund's investment objective 1 to invest in a diversified portfolio of international
convertible securities. Convertible securities include debt securities, preferred stock and other hybrid
securities which pay current interest or dividends and give the holder the nght to exchange the
security for common stock,

The Company’s adviser is UBS O'Connor LLC (the Investment Manager), a Delaware limited
liability company, which is registered with the U.S. Securities and Exchange Commission as an
investrment adviser. The Investment Manager may use certain personnel of one or more of its affiliates
or engage one or more of its affiliates as sub-advisers to provide investment advice for certain assets
of the Master Fund. The Investment Manager 15 a wholly-owned subsidiary of UBS Americas
Holding LLC. UBS Amencas Holding LLC and any affiliated sub-adwvisers are whelly owned
subsidiaries of UBS AG (UBS) and are part of UBS Asset Management, which provides various
operational and managerial support services to the Investment Manager.

The Fund's administrator is BNY Mellon Fund Management (Cayman) Limited {the Administrator).
The Adminstrator has delegated the adminstration of the Fund to BNY Mellon Fund Services
(Ireland) Designated Activity Company (the Sub-Administrator). The Sub-Administrator provicdes
certain administrative services to the Fund, including maintenance of the Fund's books and records,
and serves as registrar for the Fund's units, The Administrator also serves as trustee of the Fund (the
Trustee).

2. Summary of Significant Accounting Policies

The Investment Manager has evaluated the structure, objectives and activities of the Fund and
determined that it meets the characteristics of an investment company. As such, these financial
statements have applied the guidance set forth in Accounting Standards Codification (ASC) 946,
Financial Services — Investment Companies, The following 15 a summary of significant accounting
and reporting policies used in preparing the financial statements.

Use of Estimates

The financial statements have been prepared in aceordance with U5, generally accepted accounting
principles (GAAP). The preparation of these financial statements requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and
accompany ing notes, Actual results could differ from such estimates.
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Nikko Global CB Fund

Motes to Financial Statements (confinued)
Year Ended December 31, 2018
2. Summary of Significant Accounting Policies (continued)
Investments

The Fund’s investment in the Master Fund is recorded at fair value, which is the Fund's interest in the
net assets of the Master Fund. The Fund records its share of the Master Fund's income, expenses and
realized and unrealized gains and losses, In addition, the Fund acerues its own income and expenses,
The performance of the Fund is directly affected by the performance of the Master Fund. Attached are
the audited financial statements of the Master Fund, including the condensed schedule of investments
and significant accounting policies, which are an integral part of these financial statements. Valuation
of imvestments held by the Master Fund 15 discussed in the notes to the Master Fund's financial
statements,

At December 31, 2018, the Fund owns all of the shares of the Master Fund, with a net asset value of
£29,769,063 which represents a 100.00% ownership interest in the Master Fund,

Allocation of Income or Loss

The Fund allocates daily income or loss pro-rata among classes of units after consideration of any
prior day aceruals for operating expenses and management fees in the Fund.

Foreign Currency Translation

The functional currency of the Fund 1s the 113, Dollar. Assets and habilities denominated in a
currency other than the US. Dallar are translated into US. Dollars at the mid-market rate of exchange
as reported by an independent pricing service. Purchases and sales of investments and income and
expenses denominated in currencies other than 1.5, Dollars are translated at the rates of exchange on
the respective dates of such transactions, The resulting gains or losses from such transactions are
included in realized and unrealized gains (losses) in the statement of operations.

Forward Currency Contracts

ASC 815, Derivatives and Hedging, requires qualitative disclosures about objectives and strategies
for using derivatives, quantitative disclosures about fair value amounts and gains and losses on
derivatives and disclosures about eredit-risk related contingent features in derivatives agreements,

Although the Fund’s functional currency 1s the U8, Dollar, a portion of the Fund's umits are
denominated in Australian Dollars, Euro and Japanese Yen. As a result, the Fund enters into forward
currency contracts with BNY Mellon, New York to minimize the fluctuations of the net asset values
of the units denominated in foreign currencies. The term of the forward currency contracts is generally
monthly. The fair value for forward curreney contracts is determined by obtamning independent rmid-
market quotes for various forward currency settlements as available and interpolating values falling
between those settlement dates to arrive at a value for the individual contract. Gains and losses from
such forward currency contracts are included in realized and unrealized gains (losses) on forward
currency contracts and foreign currency in the statement of operations and are allocated to the related
non-105, Dollar unit classes. The holders of non-ULS, Dollar unit classes may be exposed to currency
risk to the extent that these currency hedge transactions are not effective. The Investment Manager
monitors the Fund's exposure o curreney risk. For the vear ended December 31, 2018, the Fund had a
guarterly average noticnal value on forward curreney contracts of $16,468.671. No eollateral has been
pledged or received by the Fund in relation to forward currency contracts,

86/204



EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

Nikko Global CB Fund

Motes to Financial Statements (confinued)
Year Ended December 31, 2018
2. Summary of Significant Accounting Policies {(continued)

ASC 820, Fair Falue Measurement, defines fair value for financial reporting, establishes a framework
used to measure fair value and enhances disclosure requirements for fair value measurements. The
Fund has categorized its financial instruments, based on the priority of the valuation technique, into a
three-level fair value hierarchy. The valuation hierarchy is based upon the observability of the inputs
to the valuation of the financial asset or liability as of the measurement date. A financial instrument’s
categorization within the valuation hierarchy is based on the lowest level of input that is significant to
the fair value measurement,

Based on the hierarchy. the Fund classifies s three forward cumency contracts held in Australian
Dollars, Euro and Japanese Yen at December 31, 2018, with a net unrealized loss of $358,765, as Level
2 financial imstruments. Refer to the attached audited financial statements of the Master Fund,
including the significant accounting policies, for further discussion on ASC 820,

Taxation

There is currently no taxation imposed on income or capital gains by the govemment of the Cayman
Islands. As a result, no tax liability or expense has been recorded in the financial statements.

ASC 740, Income Taves, defines how uncertain tax positions should be recognized, measured,
presented and disclosed in the financial statements. The Fund has evaluated tax positions taken or
expected to be taken in the course of preparing the Fund’s tax retumns to determine whether the tax
positions are more likely than not to be sustamed by the applicable tax authonity. Based on this
analysis of all significant tax jurisdictions and open tax vears subject to examination, all material tax
pasitions were deemed to meet a more likely than not threshold. Therefore no tax expense, including
any interest or penalties, was recorded for the vear ended December 31, 2018, To the extent the Fund
15 required to record related interest and penalties, they would be included in interest expense and
other expenses, respectively, in the statement of operations.

Generally, the tax authorities in the jurisdictions in which the Fund conduets its business can initiate
examinations of tax retums or security transactions within varous time periods from the date the
returns are filed or the date the security transactions occurred. As a resull, certain tax returns or
security transactions are still subject to examination.

3. Operating Expenses

Ag described in the Prospectus, the Fund bears its own operating expenses and its pro-rata share of the
Master Fund's operating expenses. These expenses, including both transaction and non-transaction
related expenses, are accrued daily, For the vear ended December 31, 2018, the Investment Manager
has not paid any expenses on behalf of the Fund.

4. Fees

Management Fee

The Fund pays the Investment Manager a quarterly management fee equal to 0.223% of the average
daily net asset value (NAV) of each of the USD Class, AUD Class, EUR Class and JPY Class during

each quarter (0.90% per annum) and 0.153% of the average daily WAV of the JPY Class (Hedged)
during each guarter (0.60% per annum).
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Nikko Global CB Fund

Motes to Financial Statements (confinued)
Year Ended December 31, 2018
4. Fees (continued)
Distributor Fee

The Fund has appointed SMBC Nikko Securities Inc, and UBS Securities Japan Ltd., a related party
to the Investment Manager, as Distributor in Japan. The Distributor is entitled to a Distributor fee,
pavable each calendar quarter, at a per annum rate of 0.53% for the first $300 million, 0.55% for the
next S300 million and 0.57% for the part exceeding 3500 million of the average of the daily MNAV of
the Fund during such quarter. There is no Distributor fee for the JPY Class (Hedged).

Agent Company Fee

The Agent Company (SMBC Nikko Securities Inc.) is entitled to a fee each calendar quarter at a per
annum rate of 0L10% of the average daily NAV of the Fund during such quarter. In addition, any
reasonable disbursements and oul-of-pocket expenses incurred by the Agent Company for client
service on behalf of the Fund will be borne by the Fund. There is no Agent Company fee for the JPY
Class (Hedged),

Trustee and Administration Fees

The Trustee is entitled to a fee, pavable each quarter, at a per annum rate of 0.12% for the first 3300
million, 0.10% for the next 3300 mllion and 0.08% for the part exceeding $600 mullion of the
average daily NAV of the Fund during such quarter. In addition, an account maintenance fee of
72,000 per annum 15 payable to the Admimistrator.

5. Financial Guarantees

The Fund enters into contracts that contain a variety of indemnifications. The Fund's maximum
exposure under these arrangements is not known. However, the Fund has not had prior claims or
losses pursuant to these contracts and expects the risk of loss 1o be remoie.

6. Units in Issue

The Fund is offering its units of beneficial interest (Units) in four separate classes. USD Class Units
will be denominated in U5, Dollars, AUD Class Units will be denominated in Australian Dollars,
EUR Class Units will be denominated in Euro and JPY Class Units will be denominated in Japanese
Yen. The Fund also offered JPY Class (Hedged) Units which were denominated in Japanese Yen until
August 20, 2018 when the share class was fully redeemed. The Fund may issue different classes of
Units denominated in other currencies or with different terms and conditions. Although different
classes of Umts are 1o be issued, there will be no segregation of the funds ansing from the
subseription of the different classes of Units and such subseription funds, and the investments made
therewith, constitute a single undivided asset pool for the Fund. All subseniption proceeds received by
thie Trustee for the issue of Units, together with the assets in which such procesds are invested, and all
income, profits or gains attributable thereto shall be held for the benefit of all unitholders of the Fund,
except for gains and losses from forward currency contracts referenced in Note 2.

The dealing day for Units shall be each business day. Units may be redeemed any business day,
subject to the restrictions in the Prospectus,
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Nikko Global CB Fund
Motes to Financial Statements (confinued)
Year Ended December 31, 2018
6. Units in Issue (continued)
Unit transactions for the vear ended December 31, 2018, were as follows:

USD Clazs  AUD Class  EUR Class  JPY Class  JPY Class

(Hedged)
Units outstanding at
Drecember 31, 2017 183,257 145,009 25970 19,833 28,551
Units ssued 23,530 12,616 125 1,570 -
Units redeemed (38.225) (23 8109 (2,534) (2,765) (29.551)
LUnits outstanding at
December 31, 2018 168,562 133,905 23,561 18,638 -
7. Dividend

The Investment Manager may declare semi-annual distributions from the investment income and
realized and change in unrealized capital gains and, if considered necessary to maimtain reasonable
level of distributions, outl of any other funds available for distribution. The Investment Manager
intends to make distributions to unitholders on the last business day of the month of February and
August in each Nnancial yvear of the Fund, Dividends are paid to unitholders on the basis that there are
gains to distribute.

The Fund paid dividends of $389,822 with a dividend per Unit on March 7, 201 8 as follows:

AUD Class  AUD 2.00 per Unit
USD Class UsD 2.00 per Unt

The Fund paid dividends of $275,801 with a dividend per Unit on September 10, 2018 as follows:

AUD Class AL 1.00 per Unit
USD Class  USD 1.00 per Unit
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Mikko Global CB Fund

Motes to Financial Statements (confinued)

Year Ended December 31, 2018

8. Financial Highlights

The following represents the per Unit information, total return and ratios to average net assets for the

year ended December 31, 2018:

Per unit operating pe rformance
Begmning net asset value
Income (loss) from operations:

Met ivestment loss

Met realized and unrealized loss
Total from operations
Dstributions
Endmg net asset value

Total return be fore distributions
Ratios to average net assetls

Total expenses
Met mvestment loss

USD AUD EUR JPY
Class Class Class Class

F104.23 AUD 10440 € 100,59 ¥10,110

(0.07) (0.06) 007 (7.00
{(4.33) (5.16) (7.36) (705)
(4.40) (5.22 (7.43) (712)
(3.00) (3.00) - -

o682 AL 06 13 £93.16 X0 o8

(4.301% (5.18)%  (7.390%  (7.04%%

3.38% 3.36% 3.38% 3.38%
(L07%% 0.05% 0L07%% 0.07%

The financial highlights are calculated for each Class of Units taken as a whoele. An individual
unitholder’s total retum and ratios may vary from these retums and ratios based on forward currency
contracts and the tirming of capital transactions.

9. Subsequent Events

The Investment Manager has evaluated the possibility of subsequent events existing in the Fund's
financial statements through April 16, 2019, the date the financial statements were available to be
issued and has concluded that there are no recognized or non-reécognized subsequent events for
financial statement adjustment or disclosure.
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Nineteen77 Global Convertible Bond Master Limited

Statement of Assets and Liabilities
(Stated in United States Dollars)

December 31, 2018

Assets

Cash

Foregn currency, at far vahee (cost $42,.522)
Investment in securities, at fair value (cost 527,795,637
Interest recenable

Total assets

Liabilitics
Redemption payable
Accrued expenses
Total labilities

Met assets

Netasset value per share (based on 131,450.64 shares outstanding)

See gocompanving notes.
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4135412
42362
25715826
124,305

30,017.905

136378
112464

248,842

29,769,063
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Nineteen77 Global Convertible Bond Master Limited

Statement of Operations

(Stated in United States Dollars)

Year Ended December 31, 20018

Realize d and unrealized gains (losses) on investments in securities

and foreign curre ney

Met realzed gam on mvestments i securities and foregn currency

MNet change m unrealized appreciation/depreciation on

investments in securities and foreign currency
Met boss on investments in securities and foregn curreéncy

Investiment income
Interest
Tetal mvestment meome

Expenses

Interest expense

Professional fees

Administration fees

Directors fees and other expenses
Toral expenses

Met mvestment income

Net change m net assets resulting from operations

See qecompaiming notes.
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(3346117
£ (1.251.348)

1211337
1211337

311800
99400
16955
28,571

456,735
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Nineteen77 Global Convertible Bond Master Limited

Statement of Changes in Net Assets
(Stated in United States Dollars)

Year Ended December 31, 20018

Operations
Net mvestrnent income b3 754,602
Net realized gam on investments i securities and foreEn currency 2294769
MNet change m unrealized appreciation/depreciation on

investments in securities and foreign currency (3546.117)
MNet change m net assets resulting from operations (496, 745)

Capital s hare transactions

Subscriptions 4286911
Redemptions {13.933.582)
Met change in net assets resulting from capital share transactions (9646671
Net change m net assets (10,143,417
Net assets at begmning of year 39912480
Met assets at end of vear b3 20769063
See aocompanyving nofes,
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Nineteen77 Global Convertible Bond Master Limited

Statement of Cash Flows
(Stated in United States Dollars)

Year Ended December 31, 20018

Operating activitics
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Met change monet assets resulting from operations b (496,746)
Adjustments to reconcile net change in net assets resulting from operations
to net cash provided by operating activities:

Furchases of securities (23,297.663)

Proceeds from sales of securities 32586013

Met realized gam on mvestments m securities {2311,432)

Met change in unrealized appreciation/depreciation on investments in securities 35923946

Met amorlization/aceretion (343.371)

Changes i assets and liabilities:

Interest recenable (296017

Accrued expenses 21,553
Net cash provided by operating activities 9,722,049
Financing activities
Subscriptions 4,805,534
Redemptions (13,797.204)
MNet cash used in financing activities {8.991.670)
Met change m cash T30379
Cash and foreign currency at beginning of vear 3447305
Cash and foreign currency at end of year b3 4177774
See gocompanving noles,
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Nineteen77 Global Convertible Bond Master Limited

Condensed Schedule of Investments

(Stated in United States Dollars)

December 31, 2018
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Percent off
Description Fair Value Net Assets
Investments in securities
Convertible bonds
Amercas:
Capital Goocds b 868,726 2.92 %
Consumer Staples 873513 293
Communications RO 050 2.60
Energy 1,490,623 501
Financials 1,818,977 611
Health Care 3728082 12.52
Technokgy 5,628,116 18,90
Teotal Americas (cost 516,896, 140) 15,208 087 5108
Asia
Capital Goods 1,905,760 6.4
Consumer Cychical 969,400 3.26
Technolbgy 1,021,075 343
Total Asm {cost 54,031,011} 3,896,235 13.00
Europe:
Communications 1.231.030 4.14
Financials 1,221,369 4,10
Technology 4,159,105 13.97
Total Europe {cost 56,868 486) 6,611,504 22.21
Total investments in securities (cost 527,795,637) % 25715826 80,38 %%

See gecompanving notes.
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CB
2017 12 31
( ) « )

39,912,480 4,464,211
586,347 65,583
114,666 12,825
40,613,493 4,542,619
518,623 58,008
67,724 7,575
87,809 9,821
48,801 5,458
9,201 1,029
50,561 5,655
56,487 6,318
839,206 93,865
39,774,287 4,448,754

183,257 104.23 11,658

145,099 104.40 8,186

25,970 100.59 12,511

19,833 10,110
29,551 14,903

96/204



4,500

2017 12 31

CB

EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

( ) « )
1,324,992 148,200
2,124,674 237,645
3,449,666 385,845
1,798,785 201,194

(93,884) (10,501)
1,704,901 190,693
10,500 1,174
957,947 107,146
(431,403) (48,252)
(151,075) (16,898)
(16,955) (1,896)
(28,571) (3,196)
340,443 38,079
(376,198) (42,078)
(206,914) (23,143)
(39,040) (4,367)
(86,763) (9,704)
(65,190) (7,292)
(774,105) (86,584)
(433,662) (48,505)
4,720,905 528,033
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CB

2017 12 31

( ) «C )
(433,662) (48,505)
1,324,992 148,200
2,124,674 237,645
1,704,901 190,693
4,720,905 528,033
768,966 86,009
1,573,448 175,990
1,468,142 164,212
(5,477,709) (612,682)
(10,271,033) (1,148,815)
(152,590) (17,067)
(92,051) (10,296)
(552,215) (61,765)

(12,735,042) (1,424,414)

(286,253) (32,017)
(505, 447) (56,534)
(8,805,837) (984,933)
48,580,124 5,433,687

39,774,287 4,448,754
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CB

2017 12 31

( ) C )
4,720,905 528,033
8,813,609 985,802
93,884 10,501
994,144 111,195
518,623 58,008
(30, 268) (3,385)
(17,074) (1,910)
(3,221) (360)
(48,971) (5,477)
(1,182) (132)
15,040,449 1,682,274
3,224,209 360,628
(17,472,958) (1,954,350)
(791,700) (88,552)

(15,040, 449) (1,682,274)
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CB
2017 12 31
CB 2004
2004 13
UBS
UBS UBS
UBS AG UBS
UBS
BNY

BNY
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ASC 946

GAAP

2017 12 31 39,912,480
100.00

ASC 815

BNY

2017 12 31
22,032,073
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ASC 820

114,666

ASC 740

31

2017 12 31

2017 12 31
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ASC 820
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0.225 0.90
0.15 0.60
UBS
0.53
0.55 0.57
0.10
0.12 0.10
0.08 72,000
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2017 12 31
( )
2016 12 31
229,102 253,812 14,389 20,855 33,751
7,461 19,769 12,935
(53,306)  (128,482) (1,354) (1,022) (4,200)
2017 12 31
183,257 145,099 25,970 19,833 29,551
2017 250,059
1.50
2017 541,641
2.00

1.50
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)
99.08 101.17 96.51 9,674 14,134
(1.13) (1.14) (1.09)  (109) 4)
7.78 7.87 5.17 545 793
6.65 6.73 4.08 436 769
(1.50) (3.50)
104.23 104.40 100.59 10,110 14,903
6.73 6.73 4.23  4.51 5.44
3.34 3.34 3.3 3.34 2.41
1.09 1.09 1.09  1.09 0.16
2018 18
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Mikko Global CB Fund

Statement of Assets and Liabilities
(Stated in United States Dollars)

December 31, 2017
Assets
Iivestment m NineteenTT Global Comvertible Bond Master Limited
Subscriplions receivable
Net unrealzed gam on forward currency coniracts
Total assets
Liabilitie s
Subscnption due to NincteenTT Global Convertible Bond Master Limited
Bedemptions payable

Management fee payable

Drnstnbutor fee payvable

Agent Company fee payable

Trstee and admmistration fee pavable
Accrued expenses

Total liabilities

Met assels

Net asset value per share

USD Class (based on 183257 units outstanding)

AUD Class (based on 145,099 unts outstanding)

EUR Class (based on 235970 units outstanding)

TIPY Class (based on 19833 units owlstanding)

IPY Class (Hedged) (based on 29,551 umits outstanding)
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30,912,480
586,347
114 666
40,613,493

518,623
a7,724
87,809
48,801

9,201
50,561
50,487

839.206

5 30774287

5 1423
AUD 10440
€ 100,59
TEY 10,110
TEY 14,903

See accompanying notes and attached financial statenents of Nineteen 77 Global Convertibfe Bond Master

Lintred
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Mikko Global CB Fund

Statement of Operations

fStated in United States Dollars)

Year Ended December 31, 2017

Realized and unrealized gains (losses) on trading activities
and foreign currency allocated from Nineteen77 Global
Convertible Bond Master Limited
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Met realized gain on trading activities and foreign currency 5 1324992
Net change in unrealized appreciation/depreciation on trading
activities and foreign currency 2124674
Net gam on trading activities and foreign currency allocated
from Nineteen?7 Global Convertible Bond Master Limited 5 3449000
Realized and unrealized gains (losses) on forward currency
contracts and foreign currency
Met realized gam on forward currency contracts and forewn currency 1,798 785
Net change in unrealized gain on forward currency contracts (93.884)
Net gan on forward currency contracts and foreign currency 1,704,901
MNet investment income allocated from Nineteen77 Global
Conmvertible Bond Master Limited
Dmadend imcome {net of withholding tax of 54,500) 10,500
Inferest mcome Q7 04T
Interest expense (431.403)
Professional fees (151,075)
Administration fees (16955)
Dhrectors fees amnd expenses (28.571)
MNet mvestment meome allocated from Nimeteen77 Global
Comvertible Bond Master Limited 340,443
Fund expenses
Management fee (376,198)
Dhsinibutor fee (206914)
Agent Company fee (390400
Trustee and adminstration fee {86,763)
Professional fees and other expenses (65,190}
Total Fund expenses (774.105)
Met mvestment loss (433.662)
MNet change in net assets resulting from operations 54720005
See gecompanying notes and attacied franciol statements of Nineteen 77 lobal Comvertib e Bond Master

Limited,
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Mikko Global CB Fund

Statement of Changes in Net Assets
f&tated in United States Dollars)

Year Ended December 31, 2017

Operations
Net investment loss
Net realized gain on trading activities and foreign currency
allocated from Nineteen77 Global Convertible Bond Master Limited
Met change m unrealized appreciation/depreciation on
trading actnities and foreign currency allocated from
Mineteen?7 Global Comvertible Bond Master Limited
MNet gain on forward currency contracts and foreign currency
MNet change i net assels resulting from operations

Capital unit transactions

USDy Class subscriptions

AUD Class subscnplions

EUR Class subscriptions

USI> Class redemptions

AUD Class redemptions

EUR. Class redemplions

JPY Class redemptions

JPY Class (Hedged) redemplions

Met change in net assets resulting from capital wnit transactions

Distributions
LSy Class distributions
AUD Class distnbutions

Net change m net assets
MNet assets at begmnning of year
MNet assets at end of vear
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5 {433,662)

1324992

2,124,674
1,704 901
4,720,905

68, M6
1,573,448
1,468,142
(5.477.709)
(10.271,033)
(152,590)

(92051)

(552215)
(12,735042)

(286,253)
(505.447)

(8.805,837)
48,580,124

b 39774287

See accompanying notes and attacked financial statensents of Nineteen? 7 Global Convertible Bond Master

Limited,
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Mikko Global CB Fund

Statement of Cash Flows
fStated in United States Dollars)

Year Ended December 31, 2017

Oiperating Activities
MNet change m net assets resulimg from operatons b 4,720,905
Adustments to reconcile netl change i net assels resulimg from operations
to net cash provided by operating activities
Changes in assels and liabilities:

Invesitment m MNmeteen77 Global Convertible Bond Master Limited BE13.609
Net unrealed gam on forward currency contracts 03 884
Redemption due from Nneteen77 Global Comvertible Bond Master Limited 004144
Subscription due to Nmeteen77 Global Convertible Bond Master Limited 518623
Management fee payvable {30.268)
Distributor fee payable (17.074)
Agent Company fee pavable (3.221)
Trustes and admmistration fee pavable {48971)
Acerued expenses {1.182)
Net cash provided by operating activities 15,040,449

Financing activities

Subseriplions 32242009
Redemptions (17.472958)
Disstributions (791,700}
MNet cash used in fmancing activities (15,040, 449)
Net change m cash -
Cash at beginning of year -
Cash at end of year b -

Hee accompanving notes and attached financial statements of Nineteen 77 Global Convertible Bond Master
Lirrited.
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Mikko Global CB Fund
MNotes to Financial Statements

Year Ended December 31, 2017

1. Organization

MNikko Glebal CB Fund (the Fund) is an open-ended exempted trust formed under the trust laws of the
Cayman Islands by a deed of trust dated July &, 2004, The Fund s regulated as a mutual fund under
the Mutual Funds Law of the Cayman [slands and the Retail Mutual Funds (Japan) Regulations. The
Fund commenced operations on August 13, 2004, The Fund 15 a feeder fund in a master-feeder
structure whereby the Fund invests substantially all of its assets in MNineteen77 Global Convertible
Bond Master Limited, formerly O Connor Global Convertible Master Limited (the Master Fund), a
company incorporated under the laws of the Cayman Islands, The Master Fund's investment obhjective
i3 to invest in a diversified portfolio of international convertible securities. Convertible securities
melude debt securities, preferred stock and other hvbnd securities which pay current interest or
dividends and give the holder the right to exchange the security for common stock.

The Company’s adviser i1s UBS O"Connor LLC (the Investment Manager), a Delaware limited
liability company, which is registered with the U8, Securities and Exchange Commission as an
investment adviser, The Investment Manager may use cerlain personnel of one or more of its affiliates
or engage one or more of its affilistes as sub-advisers 1o provide investment advice for certain assels
of the Master Fund. The Investrnent Manager iz a wholly-owned subsidiary of UBS Americas
Holding LLC. UBS Amencas Holding LLC and any affilisted sub-advisers are wholly owned
subsidiaries of UBS AG (UBS) and are part of UBS Asset Management, which provides various
operational and managerial support services to the Investment Manager.

The Fund's administrator is BNY Mellon Fund Management (Cayvman) Limited ({the Administrator).
The Administrator has delegated the admimstration of the Fund to BNY Mellon Fund Services
(Ireland) Designated Activity Company (the Sub-Administrator). The Sub-Administrator provides
certain administrative services to the Fund, including maintenance of the Fund’s books and records,
and serves as registrar for the Fund's units. The Administrator also serves as trustee of the Fund (the
Trustes).

2. Summary of Significant Accounting Policies

The Investment Manager has evaluated the structure, objectives and activities of the Fund and
determined that it meets the characteristics of an investment compary. As such, these financial
statements have applied the guidance set forth in Accounting Standards Coedification (ASC) 946,
Financial Services — Ivestment Companies. The following is a summary of significant accounting
and reporting policies used in preparing the financial statements.

Use of Estimates
The financial statermnents have been prepared in accordance with U5, generally accepted accounting
principles (GAAP). The preparation of these financial statements requires management to make

estimates and assumplions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from such estimates.
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Mikko Global CB Fund
MNotes to Financial Statements

Year Ended December 31, 2017

2. Summary of Significant Accounting Policies (continued)
Investments

The Fund's imvestment in the Master Fund is recorded at fair value, which is the Fund's interest in the
net assets of the Master Fund. The Fund records its share of the Master Fund's income, expenses and
realized and unrealized gains and losses. In addition, the Fund acerues its own income and expenses.
The performance of the Fund is directly affected by the performance of the Master Fund. Attached are
the audited financial statements of the Master Fund, including the condensed schedule of investments
and significant accounting policies, which are an integral part of these financial statements. Valuation
of investments held by the Master Fund is discussed in the notes 1o the Master Fund's financial
statements.

At December 31, 2017, the Fund owns all of the shares of the Master Fund, with a net asset value of
£39.912,480 which represents a 100.00% ownership interest in the Master Fund.

Allocation of Income or Loss

The Fund allocates daily income or loss pro-rata among classes of units after consideration of any
prior day accruals for operating expenses and management fees in the Fund.

Foreign Currency Translation

The functional currency of the Fund is the US. Dollar, Assets and liabilities denominated in a
currency other than the U_S. Dollar are translated into U5, Dollars at the mid-market rate of exchange
as reported by an independent pricing service. Purchases and sales of investments and income and
expenses denominated in currencies other than U3, Dollars are translated at the rates of exchange on
the respective dates of such tramsactions. The resulting gains or losses from such transactions are
included in realized and unrealized gains (losses) in the statement of operations.

Forward Currency Contracts

ABC 815, Dervatives and Hedging, requires qualitative disclosures about objectives and strategies
for using derivatives, quantitative disclosures about fair value amounts and gains and losses on
derivatives and disclosures about eredit-risk related contingent features in derivatives agreements.

Although the Fund's functional currency is the U5, Dollar, a portion of the Fund's units are
denominated in Australian Dollars, Euro and Japanese Yen. As a result, the Fund enters into forward
currency contracts with BNY Mellon, New York to minimize the fluciuations of the net asset values
of the units denominated in foreign currencies. The term of the forward cwrrency contracts is
generally monthly. The fair value for forward currency contracts is determined by obtaiming
independent mid-market quotes for wvarious forward currency settlements as available and
interpolating values falling between those settlement dates to arrive at a value for the individual
contract, Gains and losses from such forward currency contrasts are included in realized and
unrealized gains (losses) on forward currency contracts and foreign currency in the statement of
operations and are allocated to the related non-10.5. Dollar umit classes. The holders of non-17.5.
Dollar unit classes may be exposed to currency risk to the extent that these currency hedge
transactions are not effective. The Investment Manager monitors the Fund's exposure to currency risk.
For the yvear ended December 31, 2017, the Fund had a quarterly average notional value on forward
currency contracts of $22,032,073. No collateral has been pledged or received by the Fund in relation
to forward currency contracts.,
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Mikko Global CB Fund
MNotes to Financial Statements

Year Ended December 31, 2017
2. Summary of Significant Accounting Policies (continued)

ABC B20, Fair Falue Measurement, defines fair value for financial reporting, establishes a framework
used to measure fair value and enhances disclosure requirements for fair value measurements. The
Fund has eategonized 11s financial instruments, based on the prionity of the valuation technigque, into a
three-level fair value hierarchy. The valuation hierarchy is based upon the observability of the inputs
to the valuation of the financial asset or liability as of the measurement date. A financial instrument’ s
categorization within the valuation hierarchy is based on the lowest level of input that is significant to
the fair value measurement,

Based on the hierarchy, the Fund classifies its forward curreney contracts held in Australian Dollars,
Euro and Japanese Yen at December 31, 2017, with a net unrealized gain of $114,666, as Level 2
financial instruments. Refer to the attached audited financial statements of the Master Fund, including
the significant accounting policies, for further discussion on ASC 820,

Taxation

There is currently no taxation imposed on income or capital gains by the govemment of the Cayman
Islands, As a result, no tax hability or expense has been recorded in the financial statements,

ASC 740, Income Taxes, defines how uncertain tax positions should be recognized, measured,
presented and disclosed in the financial statements. The Fund has evaluated tax positions taken or
expected to be taken in the course of preparing the Fund's tax retumns to determine whether the tax
positions are more likely than not to be sustained by the applicable tax authority. Based on this
analysis of all sigmificant tax jurisdictions and open tax years subject to examination, all material tax
pasitions were deemed to meet a more likely than not threshold. Therefore no tax expense, including
any interest or penalties, was recorded for the vear ended December 31, 2017. To the extent the Fund
15 required to record interest and penalties, they would be included in interest expense and other
expenses, respectively, in the statement of operations.

Generally, the tax authorities in the jurisdictions in which the Fund conduets its business can initiate
examinations of tax returns or security transactions within various time periods from the date the
returns are filed or the date the security transactions occurred. As a resull, certain tax returns or
security transactions are still subject to examination.

3. Operating Expenses

As described in the Prospectus, the Fund bears its own operating expenses and its pro-rata share of the
Master Fund's operating expenses. These expenses, including both transaction and non-transaction
related expenses, are acerued daily. For the vear ended December 31, 2017, the [nvestment Manager
has not paid any expenses on behalf of the Fund.

4. Fees

Management Fee

The Fund pays the Investment Manager a quarterly management fee equal to 0.225% of the average
daily net asset value (NAV) of each of the USD Class, AUD Class, EUR Class and JPY Class during

each quarter (0.90% per annum) and 0.15% of the average daily WAV of the JPY Class (Hedged)
during each gquarter (0.60% per annum).
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Mikko Global CB Fund
MNotes to Financial Statements

Year Ended December 31, 2017
4. Fees (continued)
Distributor Fee

The Fund has appointed SMBC Nikko Securities Inc, and UBS Securities Japan Ltd., a related party
to the Investment Manager, as Distributor in Japan. The Distributor is entitled to a Distributor fee,
pavable each calendar quarter, at a per annum rate of 0.53% for the first $300 million, 0.55% for the
next $300 million and 0.57% for the part exceeding S600 million of the average of the daily NAV of
the Fund during such quarter. There is no Distributor fee for the JPY Class (Hedged).

Agent Company Fee

The Agent Company (SMBC Nikke Securities Inc. ) is entitled to a fee each calendar quarter at a per
annum rate of 0.10% of the average daily NAV of the Fund during such quarter. In addition, any
reasonable dishursements and out-of-pocket expenses incurred by the Agent Company for client
service on behalf of the Fund will be bome by the Fund. There 15 no Agent Company fee for the JPY
Class (Hedged),

Trustee and Administration Fees

The Trustee is entitled 1o a fee, pavable each quarter, at a per annum rate of 0.12% for the first 3300
million, 0.10% for the next 3300 million and 0.08% for the part exceeding 5600 million of the
average daily NAV of the Fund during such guarter. In addition, an account maintenance fee of
E72,000 per annum is pavable to the Administrator,

5. Financial Guarantees

The Fund enters into contracts that contain a variety of indemnifications. The Fund's maximum
exposire under these arrangements is not known, However, the Fund has not had prior claims or
losses pursuant to these contracts and expects the risk of loss to be remote.

6. Units in Issue

The Fund is offering its units of beneficial interest (Units) in five separate classes. USD Class Units
will be denominated i U3, Dollars, AUD Class Units will be denominated in Australian Dollars,
EUR Class Units will be denominated in Euro, JPY Class Units and JPY Class (Hedged) Units will be
denominated in Japanese Yen. The Fund may issue different classes of Units denominated in other
currencies or with different terms and conditions, Although different classes of Units are to be issued,
there will be no segregation of the funds ansing from the subscription of the different classes of Units
and such subscription funds, and the investments made therewith, constitute a single undivided asset
paol for the Fund, All subseription proceeds received by the Trustee for the issue of Units, together
with the assets in which such proceeds are invested, and all income, profits or gains attributable
thereto shall be held for the benefit of all umitholders of the Fund, except for gains and losses from
forward currency contracts referenced in Note 2.

The dealing day for Units shall be each business day, Units may be redeemed any business day,
subject to the restrictions in the Prospectus.
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Nikko Global CB Fund
Notes to Financial Statements
Year Ended December 31, 2017
6. Units in Issue (continued)

Unit transactions for the vear ended December 31, 2017, were as follows:

USD Class AUD Class EUR Class  JPY Class  JPY Class

(Hedged)
Umts oatstandime at
December 31, 2016 229102 253812 14,389 20,855 33751
Units issued 7461 19,769 12935 = =
Units redeemed (53,306) (128,482} (1.354) (1.022) (4.200)
Unats outstanding at
December 31, 2017 183257 145,05 25970 19833 29,551
7. Dividend

The Investment Manager may declare semi-annual distributions from the investment income and
realized and change in unrealized capital gains and, if considered necessary to maintain reasonable
level of distnibutions, out of any other funds available for distnbution. The Investment Manager
intends to make distributions to unitholders on the last business day of the month of February and
Awugust in each financial year of the Fund. Dividends are paid to unitholders on the basis that there are
gains to distribute,

The Fund paid dividends off $250,059 with a dividend per Unit on March 7, 2017 as follows:
AUD Class AU 1.50 per Unit

The Fund paid dividends of 541,641 with a dividend per Unit on September 8, 2017 as follows:

AUDClass AUD 2.00 per Unit
USD Class sh 1.50 per Unit
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8. Financial Highlights

The following represents the per Unit information,
vear ended December 31, 2017:

total return and ratios o average net assets for the

USD Class  AUD Class EUR Class JPY Class JPY Class
(Hedged)
Per unit operating performance
Beginning net asset value S99.08 AUD 10117 £ 9%.51 Y0674 ¥14.134
Income (loss) from operations:
Met imvestment loss (1.13) (1.14) (1,06 (109) (24)
Met gain on trading activities,
foreipn currency amd forward
cumrency contracls 7.78 7.87 517 345 793
Total from operations 6.63 6.73 408 436 T6
Distributions {1.500 (3.50) - - -
Ending net asset value _§1 mg_ ALY 104,40 £ 100,59  ¥10,110 ¥ 14 903
Taotal return be fore distributions 6. 73% 6.73% 4,239, 4.51% 5, 44%
Ratios to average net assets
Total expenses 3.34% 3.34% 3.34% 3.34% 2.41%
MNet mvestment loss 100 1.08%0 10K 1.0K%% 0.16%

The financial highlights are caleulated for each
unitholder’s total return and ratios may vary from
contracts and the timing of capatal transactions.

9. Subsequent Events

Class of Units taken as a whele. An individual
these retums and ratios based on forward curreney

The Investment Manager has evaluated the possibility of subsequent events existing in the Fund's
financial statements through April 18, 2018, the date the financial statements were available 1o

be issued and has concluded that there are no
for financial statement adjustment or disclosure

recognized or non-recognized subsequent events
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2019
16,603,535 1,857,105,390
122,413 13,691,894
16,481,121 1,843,413,384
157,979
104.32 11,668
2019
4,731,468 588,499,990
2,369,955 294,775,003
2,361,514 293,725,111
23,793
99.25 12,345
2019
25,343,661 1,987,196,459
12,661,533 992,790,803
12,682,128 994,405,656
122,810
103.27 8,097
2019

368,094,383

183,683,501

184,410,882

18,401

10,022
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2018 12 31

UBS

2018 12 31

15,634,750 1,748,747
37,823,964 4,230,610
335,444 37,519
1,422,107 159,063
55,216,265 6,175,939
17,075,561 1,909,901
16,922,165 1,892,744
33,997,726 3,802,646
21,218,539 2,373,294

55,216,265 6,175,939
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68,882,974 7,704,561

71,989 8,052
40,761 4,559
68,995,724 7,717,172
37,048,289 4,143,851
28,444,568 3,181,525
3,659,181 409,279
1,746,805 195,380
986,145 110,300
761,242 85,145
990,361 110,772
73,636,501 8,236,253

(4,640,867) (519,081)




UBS

2018 12 31

2017 12 31
ASU  2014-09
ASU 2016-01

2018

UBS
2018 12 31

122/204

EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

4,124,488 461,324

(442,896) (49,538)

431,308 48,242
4,112,900 460,028
25,000,000 2,796,250
(4,640,867) (519,081)
(3,253,494) (363,903)

21,218,539

2,373,294




UBS

UBS

2018 12 31

123/204

EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

(4,640,867) (519,081)
(8,188,357) (915, 868)

(16,524) (1,848)

282,743 31,625
(7,049,278) (788,462)
(6,840,278) (765,085)
(26,452,561) (2,958,719)
25,000,000 2,796,250
(3,253,494) (363,903)
21,746,506 2,432,347
(4,706,055) (526,372)
20,340,805 2,275,119
15,634,750 1,748,747

104,948 11,738




UBS

UBS

2018 12 31

SMA

12,789,756
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U.S. GAAP
ASC 810 ASC
810 VIE VIE
2018 12 31 55,091

2018

2014 FASB ASU 2014-09

FASB ASU
ASU

2018
442,896
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ASC 606
ASC 606
90,978,404
27,365,870
840,476
(24,648,176)
(21,962,365)
(3,691,235)
68,882,974
2016 FASB ASU 2016-01
01 2018 FASB  ASU 2016-01
2018-03
ASU
ASU 2018
431,308
2017 FASB ASU 2017-07 715
ASU  2017-07
2018
2017 FASB
718
ASU  2017-09

2018
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VIEs
VIES
VIES
2018 12 31 VIES
2018 12 18 25,000,000
QPAM 100
UBS
UBS UBS
2018 12 31 21,962,365
UBS UBS UBS
2018 12 31 UBS 4,618,338 UBS
157,231 UBS
376,598
IT

2018 12 31

26,774,883 2018 12 31 6,347,242
UBS
2018 12 31
1,669,685
UBS
2018 12 31 24,648,176
2018 12 31 5,422,756
UBS
2018 12 31 828,397

2018 12 31 335,444
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2014
2017 1999
2014
2019 65
177,338
401
Roth401
2019
2018 4,500

65



GEB
EOP
EOP EOP
UBS
2014
2018
GEB EOP
EOP
UBS
EOP
Decp
EOP
DCCP
GEB

UBS

2017
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2014
MRTs 2017
EOP
2018 12 31 6.17
EOP
Tier AT
UBS Tier CET
FINVMA UBS
DCCP
DCCP
2018 MRT
EOP
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UBS AG UBS AG
2014
2018 15,291,346
UBS 20,000,000
2018 12 31 2018 12 31
104,948
LIBOR

2019
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UBS O’Connor LLC

Statement of Financial Condition

December 31, 2018

Assets

Cash

Advisory fees receivable
Due from affiliates
Other assets

Total assets

Liahilities and member’s equity
Accounts payable and accrued liabilities
Due to affiliates

Total liabilities

Member's equity

Total liabilities and member’s equity

See accompanying noies.
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§ 15634750

37,823,964
335444
1,422,107

§ 55216265

5 17,075,561

16,922,165

33,997726
21,218,539

§ 55216265



Statement of Operations

Year Ended December 31, 2018

Revenues
Advisory fees
Interest income
Other income
Total revenues

Expenses

Personnel

Allocated expenses from affiliates
Professional fees

Subadvisory fees to third party
Information technology

Travel and entertainment

Dther

Total expenses

Net loss

See accompanving notes.

UBS O’Connor LLC
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$ 68,382974

71,989
40,761

68,995 724

37,048,289
28,444 568
3,659 181
1,746,805
986,145
761,242
990,361

73,636,591

5 (4,640,867)




UBS O’Connor LLC

Statement of Changes in Member’s Equity

Year Ended December 31, 2018

Member’s equity as of December 31, 2017
Opening balance adjustment (Note 2) due to ASU 2014-09
Opening balance adjustment (Note 2) due to ASU 2016-01
Adjusted member’s equity as of January 1, 2018
Capital contribution from Parent
Net loss
Distribution to UBS, net
Member’s equity as of December 31, 2018

See accompanying notes.
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5 4,124 488
{442 896)
431,308

bt 4,112,900
25,000,000
(4.640,867)
(3,253.494)

3 21,218,539
—_——————————



UBS O’Connor LLC

Statement of Cash Flows

Year Ended December 31, 2018

Operating activities
et loss
Adjustments to reconcile net loss to cash used in
operating activities:
Changes in assets and liabilities:
Advisory fees receivable
Due from affiliates
Other assets
Accounts payable and accrued liabilities
Due to affiliates
Net cash used in operating activities

Financing activities

Capital contribution

Distribution to UBS, net

MNet cash provided by financing activities

Net decrease in cash
Cash at beginning of year
Cash at end of vear

Supplemental disclosure of cash flow information
Interest paid on funding line

See accompanying noies.
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5

(4,640,867)

(8,188,357)
(16,524)
282,743

(7,049,278)

(6,840,278)

(26,452,561)

25,000,000
(3.253.494)

21,746,506

(4,706,055)
20,340,805

15,634,750

$

104,948
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UBS O’Connor LLC

Motes to Financial Statements

Year Ended December 31, 2018

1. Organization and Nature of Business

UBS O'Connor LLC (the Company) is an indirect wholly-owned subsidiary of UBS Group AG
(UBS or the Parent). The Company is part of the UBS Asset Management business and is an
investment adviser registered with the U.S. Securities and Exchange Commission and the
Financial Services Agency in Japan. The Company provides asset management and advisory
services to a series of affiliated altemative investment funds and separately managed accounts
(the Funds). All of the Company’s advisory fees are from the Funds.

2, Summary of Significant Accounting Policies
Use of Estimates

The financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (LS. GAAP). The preparation of these financial statements requires
management 10 make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from such estimates.

Cash

Cash represents deposits of 512,789,756 held at affiliates of the Company and a deposit of
£2 844 994 held at a non-affiliated bank.

Advisory Fees and Receivables

Advisory fees, including asset-based and performance fees, are recorded as revenue as services
are performed based upon terms of the advisory agreements, Subadvisory fees and distribution
fees between third parties and affiliates of the Company are based on a percentage of net assets
under management and performance. Subadvisory fees and distribution fees between affiliates
are presented net within advisory fees on the statement of operations. Subadvisory fees and
distribution fees to third party are recorded within expenses on the statement of operations.
Subadvisory fees payable and distribution fees between affiliates are presented in due to
affiliates and due from affiliates, respectively, on the statement of financial condition.

Capped fees represent reimbursements from the Funds for costs and expenses borne by the
Company on behalf of the Funds, among other expenses of the Company, and are charged to the
Funds based on the a percentage of net assets under management. Capped fees are included in
advisory fee revenue on the statement of operations, net of any related Fund administration
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

expenses. Other Fund related expenses are presented within professional fees on the statement of
operations.

An allowance for doubtful accounts is established, as needed. for those accounts receivable for
which collection is in doubt. No allowance for doubtful accounts has been recorded as of
December 31, 2018.

Income Taxes

The Company is treated as a disregarded entity for U.S. federal, state and local income tax
purposes. As such, the Company does not provide for or pay any U.S. federal or state income
taxes. All income, expense, gain or loss of the Company flows through to the Parent.

Consolidation

U.S. GAAP requires a reporting entity to first assess the consalidation of entities on the basis of
the reporting entity’s ownership of a majority of voting interest. However, in certain situations,
there are no voting rights, or ownership of a majority of voting interest is not a reliable indicator
of control. If voting interests do not exist or if they differ significantly from economic interests
or if holders of the equity investment at risk lack the power to direct activities of the entity, the
obligation to absorb the expected losses of the entity or the right to receive the expected residual
returns of the entity, the entity is considered a Variable Interest Entity (VIE) under Accounting
Standards Codification (ASC) Topic 810, Consolidation (ASC Topic 810), and control is based
on a qualitative determination of which party has a controlling financial interest in the VIE
(known as the primary beneficiary). See note 3 for additional information.

Foreign Currency Remeasurement

The Company’s functional currency is the U.S. dollar, however, it transacts some business in
currencies other than the U.S. dollar. Assets and liabilities denominated in currencies other than
the U.S. dollar are remeasured to U.S. dollars at the prevailing spot rate in effect at year-end.
Revenues and expenses are translated at average rates during the period. Gains or losses resulting
from foreign currency transactions are determined using spot rates on the date of the transaction.
For the year ended December 31, 2018, net foreign currency loss of $55,091 is included in other
expenses on the statement of operations.
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Accounting Developments - Adopted in 2018

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2014-09, Reverme from Contracts with Customers. Subsequently, the FASB has
issued further ASUs for purposes of amending or clanfving that guidance. The ASUs establish
principles for revenue recognition that apply to all contracts with customers except those
relating to financial instruments, leases, and insurance contracts and require an entity to
recognize revenue as performance obligations are satisfied. In particular, the standard now
specifies that vaniable consideration is only recognized to the extent that it is highly probable
that a significant reversal will not occur when the uncertainty associated with the vanable
consideration is subsequently resolved. This may affect when certain performance-based and
asset based fees can be recognized. It also provides guidance on when revenues and expenses
should be presented on a gross or net basis and establishes a cohesive set of disclosure
requirements for information on the nature, amount, timing, and uncertainty of revenue and
cash flows from contracts with customers.

The Company adopted the standard as of its mandatory effective date on January 1, 2018, and
applied it on a modified retrospective basis, recognizing the cumulative effect of initially
applying the standard as an adjustment decreasing the opening balance of member's equity in
the amount of $442 896, and a corresponding decrease in advisory fees receivable. There were
changes in the timing and presentation of certain fee income and expense based on the guidance
provided by the standard.

The below table includes revenues which are impacted by ASC Topic 606, Revenue from

Comtracts with Customers (ASC 606), and it includes only those contracts with customers that
are in scope of ASC Topic 606.
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

Disaggregation of Revenue from Contracts with Customers

Advisory fees from the Funds S 90,978 404
Capped fees from the Funds 27.365,870
Distribution fees from affiliates 840,476
Distribution fees to affiliates (24,648,176)
Subadvisory fees to affiliates (21,962,365)
Fund administration fees (3.691,235)
Total S 6B.8E2974

In January 2016, the FASB issued ASU 2016-01, Recognition and Measurement of Financial
Assets and Financial Liabilities (ASU 2016-01). In February 2018, the FASB issued ASU No,
2018-03, Technical Corrections and Improvements to Financial Instruments-Overall (subtopic
825-10), to clanify certain provisions in ASU 2016-01. The ASUs address certain aspects of
recognition, measurement, presentation and disclosure of financial instruments and primarily
affects the accounting for financial assets and liabilities under the fair value option and the
presentation and disclosure requirements for financial instruments. The Company adopted both of
the ASUs as of January 1, 2018 and in line with transitional provisions, recognized the cumulative
effect of initially applying the standards as an adjustment increasing the opening balance of
member’s equity in the amount of $431,308, and a corresponding increase in other assets. For the
year ended December 31, 2018, the Company recognized $40,761 of income from fair value
measurement which is included in other income on the statement of operations.

In March 2017, the FASB issued ASU 2017-07, Compensation—=Retirement Benefits (Topic
713): Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement
Benefir Cost (ASU 2017-07). ASU 2017-07 requires that an employer disaggregate the service
cost component from other components of net benefit costs. The service cost component of net
pertodic pension and postretirement benefit cost should be reported in the same financial
statement line item(s) as other current emplovee compensation costs arising from services
rendered by emplovees. All other components of net benefit cost must be presented separately in
the income statement from the service cost component, and outside any subtotal of operating
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

income. The Company adopted the standard as of its mandatory effective date on January 1,
2018. This change in presentation did not have a matenial effect on the statement of operations.

In May 2017, the FASB issued ASU No. 2017-09, Receivables—Compensation—=Stock
Compensation (Subtopic 718): Scope of Modification Accommting (ASU 2017-09), which amends
the accounting for modifications of share-based payment awards. ASU 2017-09 requires that
maodification accounting be applied when a change to the terms or conditions of an award is
substantive. The Company adopted the standard as of its mandatory effective date on January 1,
2018. Adoption did not have a material impact on the Company’s financial statements.

3. Sponsored Hedge Fund Entities

The Company is the investment manager of certain hedge fund entities. The purpose of these
funds is to provide strategy specific investment opportunities for investors in exchange for
management fees and performance based fees. The investment strategies of the funds differ by
product; however, the fundamental risks of the funds have similar characteristics, including loss
of invested capital and loss of management fees and performance based fees. In the Company’s
role as tax matter partner or investment adviser, it generally considers itself the sponsor of the
applicable fund. Certain of the funds may be deemed to be VIEs. The Company's variable
interests in such VIEs predominantly include insignificant equity interests. The Company does
not provide performance guarantees and has no other financial obligation to provide funding to
any VIEs other than its own capital commitments. As of December 31, 2018, the Company did
not have any material VIEs that had to be consolidated.

4. Related-Party Transactions

On December 18, 2018, the Company received capital contribution of $25,000,000 from the
Parent. The recapitalization will permit the Company to have a positive equity position of at least
£1 million to comply with the Qualified Professional Asset Manager (QPAM) requirements.

The Company allocates a portion of its advisory fee revenue to UBS O'Connor Limited
(a UK. company), UBS Asset Management (Hong Kong) Limited (a Hong Kong company) and
UBS Asset Management (Singapore) Ltd (a Singapore company) for certain funds under
subadvisory agreements. These subadvisory fees, totaling $21,962365 for the vear ended
December 31, 2018, are netted in advisory fees on the statement of operations. UBS O’ Connor
Limited, UBS Asset Management (Hong Kong) Limited and UBS Asset Management
(Singapore) Ltd are affiliates of the Company.
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

4. Related-Party Transactions (continued)

As of December 31, 2018, 54,618,338 of subadvisory fees payable to UBS O’Connor Limited,
$157.231 of subadvisory fees pavable to UBS Asset Management (Hong Kong) Limited and
$376.598 of subadvisory fees pavable to UBS Asset Management (Singapore) Ltd are included
in due to affiliates on the statement of financial condition.

Allocated expenses relate to costs allocated to the Company by affiliates. Allocated expenses
relate to overhead, occupancy, information technology, benefits, marketing and other
compensation plan costs charged to the Company by affiliates that provide such services and
support. In addition. the Company reimburses affiliates for amounts paid on behalf of the
Company. For the year ended December 31, 2018, the Company incurred $26,774 883 in
allocated expenses from affiliates, excluding occupancy expenses. As of December 31, 2018,
$6,347.242 of such expenses is included in due to affiliates on the statement of financial
condition.

The Company occupies office space in several locations leased by other UBS affiliates under
external lease commitments. The Company reimburses those affiliates for their lease expenses.
For the year ended December 31, 2018, the Company incurred $1,669.685 in occupancy
expenses allocated from affiliates.

The Company has paid certain distribution fees to affiliates of UBS. Such distribution fees are
recorded net within advisory fees on the statement of operations. For the year ended
December 31, 2018, the Company incurred $24,648,176 in distribution fees to affiliates. As of
December 31, 2018, $5,422,756 of distnbution fees payable to affiliates is included in due to
affiliates on the statement of financial condition.

The Company has entered into an Investment Management agreement with UBS Asset
Management (Canada) Inc. to permit certain Canadian funds and investors to invest into a
Company-advised fund. Fees earned for the year ended December 31, 2018 under this agreement
of $828,397 are included in advisory fees on the statement of operations. As of December 31,
2018, fees receivable of $335,444 is included in due from affiliates on the statement of financial
condition,
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UBS O*Connor LLC

MNotes to Financial Statements (continued)

5. Employee Benefit Plans

The Company participates with affiliates in a noncontributory defined benefit pension plan
sponsored by the Parent that provides retirement benefits to eligible employees.

Effective December 2, 2001, the defined benefit pension plan was closed to new employees, and
new employvees were automatically enrolled into the new retirement contribution feature of the
defined contribution 401(k) plan and began earning retirement contributions beginning
JTanuary 1, 2002 In addition, existing emplovees as of December 1, 2001, made an election either
to participate in the new retirement contribution feature of the defined contribution 401(k) plan
as of January 1, 2002, or to remain in the defined benefit pension plan.

The Company also participates in a Parent sponsored postretirement medical and dental plan.
Retiree medical and dental premiums are subsidized for eligible employees who retired prior to
January 1, 2014. Effective January 1, 2017, retirees who retired between and including January
I, 1999 and December 31, 2013, will be required to pay the full cost for dental coverage. Eligible
employees who retired on or after January 1, 2014 pay the full cost of medical and dental
coverage. With respect to the postretirement medical plan, the Parent's policy is to fund benefits
on a pay-as-you-go basis. From January 1, 2019, these participants who are age 65 or older, or
certain employees who are pre-65 and Medicare eligible, will receive an annual notional
contribution to a Health Savings Account which they can use to purchase medical insurance and
pay for eligible medical related expenses.

The Company incurred expenses of $177,338 related to the aforementioned benefit plans for the
year ended December 31, 2018, which are included in personnel expense on the statement of
operations.

The Company also participates in a defined contribution 401(k) plan of the Parent that provides
retirement benefits to eligible employees. Under the defined contribution 401(k) plan,
participants may contribute a portion of their eligible compensation on a pre-tax basis, and on a
Roth 401(k) and afier-tax basis, with the Company matching some portion of those
contributions, subject to certain limitations prescribed by the Internal Revenue Code. The
Company’s matching contributions to each participant will be limited to an annual amount of
$5,750 effective from January 1, 2019, The limit was increased from 4,500 in 2018, Eligible
participants may also receive a retirement contribution (as discussed below) under the defined
contribution plan. A participant is 100% wvested in the Company's retirement and matching
contribution plus earnings thereon after the earlier of three years of service, attaining age 65
while still an employee, becoming totally and permanently disabled or upon death.
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UBS O*Connor LLC

MNotes to Financial Statements (continued)

5. Employee Benefit Plans (continued)

Generally, to receive a retirement contribution and/or retain the Company’s matching
contributions for the year, a participant must be an active employee on the last business day of
that year. The Company made a matching contnbution of $228,729 to this plan during the year,
which is included in personnel expense on the statement of operations. The retirement
contribution is equal to 1.5% to 3.5% of eligible compensation depending on a participant’s date
of employment, subject to certain limitations prescribed by the Internal Revenue Code.

6. Equity Participation and Other Compensation Plans

The Parent operates several equity participation and other compensation plans to align the
interests of Group Executive Board (GEB) members, Key Risk Takers and other employees with
the interests of investors while continuously meeting regulatory requirements. The Parent
operates compensation plans on a mandatory, discretionary and voluntary basis.

Equity Ownership Plan (EOP)

Certain emplovees receive a portion of their annual performance-related compensation above a
certain threshold in the form of EOP notional shares or EOP performance shares (i.e. notional
shares which are subject to performance conditions).

Notional shares represent a promise to receive UBS shares at vesting and do not carry voting
rights during the vesting period. Notional shares granted before February 2014 have no rights to
dividends, whereas awards granted since February 2014 carry a dividend equivalent which may
be paid in notional shares or cash and which vests on the same terms and conditions as the
awards. However, awards that have been granted to Material Risk Takers (MRTs) since February
2018 for the performance year 2017 do not carry such a dividend equivalent to comply with
regulatory requirements.

For employees other than GEB members, EOP awards generally vest in equal installments in
years two and three. The plan includes provisions that enable the firm to trigger forfeiture of
some, or all, of any unvested award or portion of an award (a) if an employee commits certain
harmful acts and (b) in most cases of terminated employment. EOP expense is recognized in the
performance year if the employee meets the retirement eligibility requirements at the date of
grant. Otherwise, the expense of each vesting portion of deferred compensation is recognized
from the grant date to the earlier of the vesting date or the retirement eligibility date of the
employee, on a straight line basis. All EOP expenses recognized is subject to an expected
forfeiture rate, which was 6.17% at December 31, 2018,
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UBS O*Connor LLC

MNotes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

Key Risk Takers (globally defined as those employees who, by the nature of their role, have been
determined to materially set, commit or control significant amounts of the firm’s resources and /
or exert significant influence over its nsk profile), Group Managing Directors or employees
whose total compensation exceeds a certain threshold, receive performance shares under EOP.
These performance shares only vest in full if certain performance requirements are met. Such
performance requirements are currently based on UBS Group's adjusted return on tangible equity
and the divisional return on attributed equity over the defined financial years during vesting.

Certain awards, such as replacement awards, may take the form of deferred cash under the EOP
rules.

Deferrved Contingent Capital Plan (DCCP)

Similar to EOP awards, certain employees receive a portion of their annual performance-related
compensation above a certain threshold in the form of a notional additional tier 1 (AT1) capital
instrument.

DCCP awards vest in full five years from grant and are forfeited if UBS's common equity tier 1
(CET1) capital ratio falls below 7% (for employees other than the Group Executive Board). In
addition, awards are also forfeited if a viability event occurs (that is, if the Swiss Financial
Market Supervisory Authority (“FINMA”™) provides a written notice to UBS that the DCCP
awards must be written down to prevent an insolvency. bankruptcy or failure of UBS, or if UBS
receives a commitment of extraordinary support from the public sector that is necessary to
prevent such an event). Under the DCCP, employees may receive discretionary annual interest
payments, However, no interest is paid on awards that have been granted to MRTs since
February 2018 for the performance year 2017 to comply with regulatory requirements.

Provisions for forfeiture of awarded DCCP and recognition of associated expense are the same as
with EOP,

Voluntary share-based compensation plans
Eguity Plus Plan (Equity Plus)

Equity Plus is a voluntary plan that provides eligible employees with the opportunity to purchase
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UBS O'Connor LLC

MNotes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

UBS Group AG shares at market value and receive, at no additional cost, one notional UBS
Group AG share for every three shares purchased, up to a maximum annual limit. Share
purchases may be made annually from the performance award and / or monthly through
deductions from salary. If the shares purchased are held for maximum three years and in general
if the employee remains in employment, the notional shares vest. For notional shares granted
since April 2014, employees are entitled to receive a dividend equivalent which may be paid in
either notional shares and / or cash.

The amount of non-vested awards not vet recognized in 2018, was $15291,346 which is
expected to be recognized over a weighted average period of 2 years.

7. Funding Facility

The Company has an uncommitted, unsecured money market funding facility with UBS
Americas Inc. for CHF 20 million. The agreement requires periodic interest payments on any
borrowed amounts. The funding facility has no expiration date. There were no borrowings
outstanding as of December 31, 2018. For the year ended December 31, 2018, the Company
incurred and paid $104,948 of interest related to this funding facility, which is included in other
expenses on the statement of operations. The interest rate charged is based upon an internal rate
derived using one-month LIBOR.

8. Commitments and Contingencies

The Company is involved in various regulatory matters arising in the normal course of business.
Management cannot predict with certainty the outcome of pending regulatory matters. While the
outcome of such matters cannot be predicted with certainty, in the opinion of management of the
Company, any such actions will be resolved with no material adverse effect on the Company’s
financial statements taken as a whole.

9. Subsequent Events
Management has evaluated subsequent events through June 7, 2019, the date the financial
statements were available to be issued. Management has determined that there are no material

events or transactions that would affect the Company’s financial statements or require disclosure
in the Company’s financial statements through this date.
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2017 12 31

UBS

2017 12 31

20,340,805 2,275,119
30,078,503 3,364,281
318,920 35,671
1,273,542 142,446
52,011,770 5,817,516
24,124,839 2,698,363
23,762,443 2,657,829
47,887,282 5,356,192
4,124,488 461,324

52,011,770 5,817,516
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10,901,121 1,219,290
3,253,490 363,903
(10,030,123) (1,121,869)
4,124,488 461,324
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UBS
2017 12 31
3,253,490 363,903
2,189,483 244,894
2,725,077 304,800
155,217 17,361
6,827,362 763,640
(17,622,411) (1,971,067)
(2,471,782) (276,469)
UBS (10,030,123) (1,121,869)
(10,030, 123) (1,121,869)
(12,501,905) (1,398,338)
32,842,710 3,673,457
20,340,805 2,275,119

8,603 962
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UBS O'Connor LLC
Statement of Financial Condition

December 31, 2017

Assets

Cash

Advisory fees receivable
Due from affiliates
Other assets

Total assets

Liabilities and member’s equity
Accounts payable and accrued liabilities
Due to affiliates

Total habilities

Member's equity

Total liabilities and member’s equity

See accompanying notes.
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S 20.340.805
30.078.503
318,920
1,273,542

S 52.011.770

5 24,124,839
23.762.443

47887282
4,124 488

3 52011770



Year Ended December 31, 2017

Revenues

Advisory fees (net of 517,286,741
Interest income

Other income

Total revenues

Expenses

Personnel

Distribution expenses to affiliates
Allocated expenses from afTiliates
Professional fees

Travel and entertainment
Information technology

Other

Total expenses

Net income

See accompanying notes.

UBS O'Connor LLC

Statement of Operations

in subadvisory fees)
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S 116.062.767
158,133
3757

116.224.657

49,384,250
30,457.478
27,938,250
1,954,324
048,094
875,228
1.413.543

112.971.167

5 3.253.490
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UBS O’ Connor LLC
Statement of Changes in Member’s Equity

Year Ended December 31, 2017

Member's equity as of January 1. 2017 5 10,901,121
Met income 3,253,490
Distribution to UBS, net {10.030,123)

Member’s equity as of December 31, 2017 S 4124488

See accompanying notes.
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UBS O Connor LLLLC

Statement of Cash Flows

Year Ended December 31, 2017

Operating activities
Net income $ 3253490
Adjustments to reconcile net income to net cash used in
by operating activities:
Changes in assets and liabilities:

Advisory fees receivable 2,189,483
Due from affiliates 2,725,077
Orther assets 155,217
Accounts payable and accrued liabilities 6,827,362
Due to affiliates (17,622,411}
Net cash used in operating activities (2,471,782}

Investing activities

Distribution to UBS, net {10.030,123)
Net cash used in financing activities {10.030,123)
Net decrease in cash (12.501,903)
Cash at beginning of year 32842710
Cash at end of vear § 20.340.803

Supplemental disclosure of cash flow information
Interest paid on funding line $ 5.603

See accompanying notes.
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UBS O'Connor LL.C

Motes to Financial Statements

Year Ended December 31, 2017

1. Organization and Nature of Business

UBS O'Connor LLC (the Company) is an indirect whollv-owned subsidiary of UBS Group AG
(UBS or the Parent). The Company is part of the UBS Asset Management business and is an
investment adviser registered with the U.S. Securities and Exchange Commission and the
Financial Services Agency in Japan. The Company provides asset management and advisory
services to a series of affiliated alternative investment funds (the Funds). All of the Company’s
advisory fee revenue and advisory fees receivable are from the Funds.

2. Summary of Significant Accounting Policies
Use of Estimates

The financial statements have been prepared in accordance with U.S. generallv accepted
accounting principles (U8, GAAP). The preparation of these financial statemenis requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from such estimates.

Cash

Cash represents deposits of 519.342.716 held at affiliates of the Company and a deposit of
S998.089 held at a non-affiliated bank.

Advisory Fees and Receivables

Advisory fees, including asset-based and performance fees, are recorded as revenue as services
are performed based upon terms of the advisory agreements. Subadvisory fees between third
parties and affiliates of the Company are based on a percentage of net assets under management
and performance. Subadvisory fees are presented net within advisory fee revenue on the
statement of operations, Subadvisory fees pavable to third parties are presented net with advisory
fees receivable on the statement of financial condition and subadvisory fees between affiliates of
the Company are presented in due to affiliates and due from affiliates. respectively. on the
statement of financial condition.

Capped fees are charged to the Funds based on a percentage of net assets under management and
represent reimbursements from the Funds for costs and expenses bome by the Company on
behalf” of the Funds. among other expenses of the Company. Capped fees are included in
advisory fee revenue on the statement of operations, net of any related Fund expenses.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

An allowance for doubtful accounts is established. as needed. for those accounts receivable for
which collection is in doubt, No allowance for doubtful accounts has been recorded as of
December 31, 2017,

Income Taxes

The Company is treated as a disregarded entity for U.S. federal, state and local income tax
purposes. As such, the Company does not provide for or pay anv U.S. federal or state income
taxes. All income, expense, gain or loss of the Company flows through to the Parent.

Wew tax legislation, commonly referred to as the Tax Cuis and Jobs Act (the Act), was enacted
on December 22, 2017, The Act resulted in significant changes to federal tax law. Financial
Accounting Standards Boards (FASE) Accounting Standards Codification (ASC) Topic 740,
Ineome Taxes requires companies to recognize the effect of tax law changes in the period of
enactment. As the Company does not provide for or pay any U.S. federal, state or local income
taxes, the Act has no impact on the Company’s financial statements.

Consolidation

1.8, GAAP requires a reporting entity to first assess the consolidation of entities on the basis of
the reporting entity’s ownership of a majority of voting interest. However, in certain situations,
there are no voting rights, or ownership of a majority of voting interest is not a reliable indicator
of control. If voting interests do not exist or if they differ significantly from economic interesis
or if holders of the equity investment at risk lack the power to direct activities of the entity, the
obligation to absorb the expected losses of the entity or the right to receive the expected residual
returns of the entity, the entity is considered a Variable Interest Entity (VIE) under ASC Topic
810, Consolidation (ASC Topic 810), and control is based on a qualitative determination of
which party has a controlling financial interest in the VIE (known as the primary
beneficiary). See note 3 for additional information.

Foreien Currency Remeasurement
The Company’s functional currency is the 1S, dollar; however, it transacts some business in
currencies other than the U8, dollar. Assets and liabilities denominated in currencies other than

the U.S. dollar are remeasured to U8, dollars at the prevailing spot rate in effect at vear-end.
Revenues and expenses are translated at average rates during the period. Gains or losses resulting
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

from foreign currency transactions are determined using spot rates on the date of the transaction.
Net foreign currency gains are included in other income on the statement of operations.

Accounting Developments

In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from
Caontracts with Customers. Subsequently, the FASB has issued further ASUs (collectively, the
ASUs) for purposes of amending or clarifying that guidance. The ASUs establish principles for
revenue recognition that apply to all contracts with customers except those relating to financial
instruments, leases and insurance contracts and require an entily to recognize revenue as
performance obligations are satisfied. In particular, the standard now specifies that variable
consideration is only recognized to the extent that it is highly probable that a significant reversal
will not oceur when the uncertainty associated with the variable consideration is subsequently
resolved. It also provides guidance on when revenues and expenses should be presented on a
gross or net hasis and establishes a cohesive set of disclosure requirements for information on the
nature, amount., timing and uncertainty of revenue and cash flows from contracts with
customers.

UBS adopted the standard as of its mandatory effective date on January 1, 2018 and will apply it
on a modified retrospective basis, recognizing the cumulative effect of initially applving the
standard as an adjustment to the opening balance of retained earnings. The adoption of the new
standard will not have a material impact on the Company’s net income. There will be changes in
the timing and presentation of certain fee income and expense based on the guidance provided by
the standard.

In January 2016, the FASB issued ASU 2016-01, Recognition and Measurement of Financial
Assets and Financial Liabilities (ASU 2016-01). ASU 2016-01 addresses certain aspects of
recognition. measurement, presentation, and disclosure of financial instruments. The amendment
primarily affects the accounting for financial assets and liabilities under the fair value option and
the presentation and disclosure requirements for financial instruments. The Company adopted the
standard as of its mandatory effective date on January 1, 2018, ASU 2016-01 will not have a
material impact on the Company’s statement of financial condition.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

In March 2017, the FASB issued ASU 2017-07., Compensation—Retirement Benefits {Topic
T15): Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement
Benefit Cost (ASLU 2017-07). ASU 2017-07 requires that an emplover disaggregate the service
cost component from other components of net benefit costs. The service cost component of net
periodic pension and postretirement benefit cost should be reported in the same financial
statement line item(s) as other current employee compensation costs arising from services
rendered by employees. All other components of net benefit cost must be presented separately in
the income statement from the service cost component, and outside any subtotal of operating
income. The Company adopted the standard as of its mandatory effective date on January 1,
2018, This change in presentation will not have a material effect on the statement of operations.

In May 2017, the FASB issued ASU No. 2017-09, Receivables—Compensation—=Stock
Compensation (Subtopic 718): Scope of Modification Acconnting (ASU 2017-09), which amends
the accounting for modifications of share-based payment awards. ASU 2017-09 requires that
maodification accounting be applied when a change to the terms or conditions of an award is
substantive. The Company adopted the standard as of its mandatory effective date on January 1,
2018, Adoption will not have a matenial impact on the Company's financial statements,

3. Sponsored Hedge Fund Entities

The Company is the investment manager of certain hedge fund entities. The purpose of these
funds is to provide strategy specific investment opportunities for investors in exchange for
management fees and performance based fees. The investment strategies of the funds differ by
product; however, the fundamental risks of the funds have similar characteristics, including loss
of invested capital and loss of management fees and performance based fees. In the Company’s
role as tax matter partner or investment adviser, it generallv considers itself the sponsor of the
applicable fund. Certain of the funds may be deemed to be VIEs. The Company's variable
interests in such VIEs predominantly include insignificant equity interests. The Company does
not provide performance guarantees and has no other financial obligation to provide funding to
any VIEs other than its own capital commitments. As of December 31, 2017, the Company did
not have any material VIEs that had to be consolidated.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

4. Related-Party Transactions

The Companv allocates a portion of it advisory fee revenue to UBS O'Connor Limited
(a UK. company), UBS AG Hong Kong Branch (a Hong Kong company), UBS Asset
Management (Singapore) Lid (a Singapore company) and UBS Asset Management { Americas)
Inc. for certain funds under subadvisory agreements. These subadvisory fees. totaling
$13.694,407 for the vear ended December 31, 2017, are netted in advisory fee revenue on the
statement of operations. UBS O'Comnor Limited, UBS AG Hong Kong Branch, UBS Asset
Management (Singapore) Lid and UBS Asset Management (Americas) Inc. are affiliates of the
Company.

As of December 31, 2017, $364,449 of subadvisory fees pavable to UBS O’Connor Limited,
$80,228 of subadvisory fees pavable to UBS AG Hong Kong Branch and 5731386 of
subadvisory fees payable to UBS Asset Management (Singapore) Lid are included in due to
affiliates on the statement of financial condition.

Allocated expenses relate to costs allocated to the Company by affiliates. Allocated expenses
relate to overhead, occupancy, information technology, benefits, marketing and other
compensation plan costs charged to the Company by affiliates that provide such services and
support. In addition, the Company reimburses afliliates for amounts paid on behalf” of the
Company. For the vear ended December 31, 2017, the Company incurred $25,895.736 in
allocated expenses from affiliates, excluding occupancy expenses. As of December 31, 2017,
512,291 490 of such expenses are included in due to affiliates on the statement of financial
condition.

The Company occupies office space in several locations leased by other UBS affiliates under
external lease commitments. The Company reimburses those affiliates for their lease expenses.
For the vear ended December 31, 2017, the Company incurred $2.042.514 in occupancy
expenses allocated from affiliates,

The Company has paid certain distribution-related expenses to affiliates of UBS. Such
distribution-related expenses are recorded by the Company in conjunction with the respective
advisory fees. For the vear ended December 31, 2017, the Company incurred $30.457.478 in
distribution-related expenses to afliliates. As of December 31, 2017, 510,294,890 of distribution-
related expenses pavable to affiliates is included in due to affiliates on the statement of financial
condition.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

4. Related-Party Transactions (continued)

The Company has entered into an Investment Management agreement with UBS Asset
Management (Canada) Inc. to permit certain Canadian funds and investors 1o invest into a
Company-advised fund. Fees eamed for the vear ended December 31, 2017 under this agreement
of $772.362 are included in advisory fees on the statement of operations. As of December 31,
2017, fees receivable of $318,920 are included in due from affiliates on the statement of
financial condition.

5. Emplovee Benefit Plans

The Company participates with affiliates in a noncontributory defined benefit pension plan
sponsored by UBS that provides retirement benefits to eligible emplovees. Effective
December 2, 2001, the defined benefit pension plan was closed to new emplovees, and new
employees were automatically enrolled in the new retirement contribution feature of the defined
contribution plan 401(k) plan (as discussed below) and began eaming retirement contributions
beginning on January 1, 2002, In addition, existing emplovees as of December 1, 2001, made an
election either to participate in the new retirement contribution feature of the defined
contribution 401(k) plan as of January 1, 2002, or to remain in the defined benefit pension plan.

The Company also participates in a Parent sponsored postretirement medical and dental
insurance plan. Retiree premiums are adjusted annually and deductibles, coinsurance and/or
copays apply. Retiree medical and dental premiums are subsidized for eligible employees who
retired prior to January 1, 2014, Effective January 1, 2017, retirees who retired between and
including January 1, 1999 and December 31, 2013, will be required to pay the full cost for dental
coverage. Eligible employees who retire on or after January 1, 2014 pay the full cost of medical
and dental coverage. With respect to the postretirement medical and dental plan, the Parent’s
policy is to fund benefits on a pay-as-you-go basis.

The Company incurred expenses of $374,179 related to the aforementioned benefit plans for the
vear ended December 31, 2017, which are included in personnel expense on the statement of
operations.

The Company also participates in a defined contribution 401(k) plan of the Parent that provides
retirement benefits to eligible emplovees. Under the defined contribution 401(k) plan,
participants may contribute a portion of their eligible compensation on a pre-tax basis, and as of
January 1. 2017, on a Roth 401(k) and after-tax basis. with the Company matching some portion
of those contributions, subject to certain limitations prescribed by the Internal Revenue Code.
Effective January 1, 2013, the Company’s matching contributions to each participant will be
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

5. Emplovee Benefit Plans (continued)

limited to an annual amount of 53,000, Eligible participants may also receive a retirement
contribution (as discussed below) under the defined contribution plan. A participant is 100%
vested in his or her retirement contribution plus eamings thereon afier the earlier of three vears
of service, attaining age 65 while still an employee. becoming totally and permanently disabled
or upon death.

Effective January 1, 2013, the defined contribution 401(k) plan was amended such that
emplovees newly eligible for the plan on or after January 1, 2013, will be required to complete
three vears of vesting service in order to become fully vested in the matching contributions made
bv the Company. Participants in the plan as of December 31. 2012, will continue to be
immediately fully vested in their pre-tax 401(k) contributions and the Company matching
contributions in the defined contribution plan. Generally, to receive a retirement contribution
and/or retain the Company’s matching contributions for the vear. a participant must be an active
emplovee on the last business day of that vear. The Company made a matching contribution of
$178,780 to this plan during the vear, which is included in personnel expense on the statement of
operations. The retirement contribution is equal to 1.5% to 3.5% of eligible compensation
depending on a participant’s date of employment, subject to certain limitations prescribed by the
Internal Revenue Code,

0. Equity Participation and Other Compensation Plans

The Parent operaies several equity participation and other compensation plans to align interests
of Group Executive Board members, executives, managers and other emplovees with the
interests of investors while continuously meeting regulatory requirements. The Parent operates
compensation plans on a mandatory, discretionary and voluntary basis.

Mandatory deferred cash compensation plans

Asset Management Equity Ownership Plan (EOP): To align deferred compensation of certain
Asset Management employees with the performance of the funds they manage. EOP awards are
granted to such employvees in the form of cash settled notional funds. The amount delivered
depends on the value of the underlving investment funds at the time of vesting. The awards are
generally forfeitable upon, among other circumstances, voluntary termination of employment
with UBS.

Deferred Contingent Capital Plan (DCCP): The DCCP is a mandatory performance award
deferral plan for all employees whose total compensation exceeds a certain threshold. Such
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

employees receive part of their annual incentive in the form of notional bonds, which are a right
to receive a cash pavment at vesting. DCCP awards vest in full five vears from the grant date and
are forfeited if the phase-in Basel III Common Equity Tier 1 Ratio of the Parent falls below 7%.
In addition. awards are also forfeited if a viability event oceurs, that is. if the Swiss Financial
Markets Authority determines that the DCCP awards need to be written down to prevent
insolvency, bankruptcy or failure of the Parent, or if the Parent has received a commitment of
extraordinary support from the public sector that is necessary to prevent such insolvency,
bankruptcy or failure. Imterest is paid annually for performance vears in which the Parent
generates an adjusted pretax profit. The awards are subject to standard forfeiture and harmful
acts provisions, including voluntary termination of employvment with UBS. Compensation
expense is recognized in the performance year if the emplovee meets the retirement eligibility
requirements at the date of the grant. Otherwise, compensation expense is recognized from the
grant date to the earlier of the vesting date or the retirement eligibility date of the emplovee.

Discretionary share-based compensation plans

Until 2009, under the Key Emplovee Stock Appreciation Rights Plan (KESAP) and the Key
Emplovee Stock Option Plan (KESOP), kev and high-potential employees were granted
discretionary share-settled stock appreciation rights (SARs) or options on UBS shares with a
strike price not less than the market value of a UBS share on the date of grant. A SAR gives
employees the right to receive a number of UBS shares equal to the value of any market price
increase of a UBS share between the grant date and the exercise date. One option entitles the
holder to acquire one registered UBS share at the option’s strike price. 8ARs and options are
settled by delivering UBS shares, except in jurisdictions where this is not permitted for legal
reasons. These awards are generally forfeitable upon termination of emplovment with UBS. No
options or SARs awards have been granted since 2009,

Voluntary share-based compensation plans

The Company offers a voluntary share purchase plan. The Equity Plus Plan provides eligible
employees with the opportunity to purchase shares at market value and receive, at no additional
cost, one free notional share for every three shares purchased, up to a maximum annual limit.
Share purchases mayv be made annually from bonus compensation and/or monthly through
regular deductions from salary. Shares purchased under this plan are restricted from sale for a
maximum of three vears from the time of purchase. Equity Plus awards vest after up to three
years. Prior to 2010, instead of notional shares, participants received two options for each share
they purchased under this plan. The options had a strike price equal to the fair market value of a
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Notes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

share on the grant date, a two-vear vesting period and generally expired 10 vears from the grant
date. The options are forfeitable in certain circumstances and are settled by delivering shares.
Compensation expense for this plan is recognized from the grant date to the earliest of the
vesting date or the retirement eligibility date of the emplovee. For awards granted from April
2014 onwards, employees are entitled to receive a dividend equivalent which may be paid in
either notional shares and/or cash.

UBS satisfies share delivery obligations under its share-based plans either by purchasing shares
in the market or through the issuance of new shares. The Company is required to fund trusts
established for payment arrangements for awards granted to the Company’s emplovees, The
Company recognizes the fair value of awards, determined at the date of grant, as compensation
expense over the period that the emplovee is required to provide active services in order to eam
the award.

The total share-based compensation expense recognized for the year ended December 31, 2017
by the Company, including amounts for alternative investment vehicles (AIVs) granted under
EOP, was 515,022,789, of which $14.925,627 is included in personnel expense and 597,162 is
included in allocated expenses from affiliates on the statement of operations. As of December 31,
2017, the total compensation cost related to non-vested awards not vet recognized in 2017 was
$20,115,750. which is expected to be recognized over a weighted-average period of 2 vears.

UBS measures compensation expense based on the average market price of the share on the
grant date as quoted on the SIX Swiss Exchange, taking into consideration post-vesting sale and
hedge restrictions, non-vesting conditions and market conditions where applicable. The fair
value of the share awards subject to post-vesting sale and hedge restrictions is discounted based
upon the duration of the post-vesting restriction and is referenced to the cost of purchasing an at-
the-money European put option for the term of the transfer restriction. The grant date fair value
of notional shares without dividend entitlements also includes a deduction for the present value
of the future expected dividend to be paid between the grant date and distribution.

The fair values of options and SARs have been determined using a standard closed-formula
option valuation model. The expected term of each instrument is calculated based on historical
emplovee exercise behavior patterns, taking into account the share price, strike price, vesting
period and the contractual life of the instrument. The term structure of volatility is derived from
the implied volatilities of traded options in combination with the observed long-term historical
share price volatility. Expected future dividends are derived from traded options or from the
historical dividend pattern. No options or SARs have been granted since 2009,
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Notes to Financial Statements (continued)

7. Funding Facility

The Company has an uncommitted, unsecured monev market funding facility with UBS
Americas Inc, for CHF 20 million, The agreement requires periodic interest payments on any
borrowed amounts. The funding facility has no expiration date. There were no borrowings
outstanding as of December 31, 2017, For the vear ended December 31, 2017, the Company
incurred and paid $8.603 of interest related to this funding facility, which is included in other
expenses on the statement of operations. The interest rate charged is based upon an internal rate
derived using one-month LIBOR.

8. Commitments and Contingencies

The Company is involved in various regulatory matters arising in the normal course of business.
Management cannot predict with certainty the outcome of pending regulatory matters. While the
outcome of such matters cannot be predicted with certainty, in the opinion of management of the
Company, any such actions will be resolved with no material adverse effect on the Company’s
financial statements taken as a whole,

9. Subsequent Events

Management has evaluated subsequent events through June 8, 2018, the date the financial
statements were available to be issued. In May 2018, the Company determined that $480.705 of
pre-paid legal expenses related to a reinsurance transaction would not be reimbursed as the
transaction was not completed. Management has determined that there are no other material
events or transactions that would affect the Company’s financial statements or require disclosure
in the Company’s financial statements through this date.
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Report of Independent Auditors

The Board of Directors
Nikko Global CB Fund

We have audited the accompanying financial statements of Nikko Global CB Fund which comprise the statement
of assets and liabilities as of December 31, 2018, and the related statements of operations, changes in net assets
and cash flows for the year then ended, and the related notes to the financia statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in conformity
with U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financia statements referred to above present fairly, in all materia respects, the financial
position of Nikko Global CB Fund at December 31, 2018, and the results of its operations, changes in its net
assets and its cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

Ernst & Young Ltd.
Cayman Idlands
April 16, 2019
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Report of Independent Auditors
The Member

UBS O’ Connor LLC

We have audited the accompanying financia statements of UBS O’ Connor LLC, which comprise the statement of
financial condition as of December 31, 2018, and the related statements of operations, changes in member's
equity and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements.

Management is responsible for the preparation and fair presentation of these financial statements in conformity
with U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financia statements referred to above present fairly, in all materia respects, the financia
position of UBS O’ Connor LLC at December 31, 2018, and the results of its operations and its cash flows for the
year then ended in conformity with U.S. generally accepted accounting principles.

Ernst & Young LLP
June 7, 2019
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Report of Independent Auditors

The Board of Directors
Nikko Global CB Fund

We have audited the accompanying financial statements of Nikko Global CB Fund, which comprise the statement
of assets and liabilities as of December 31, 2017, and the related statements of operations, changes in net assets
and cash flows for the year then ended, and the related notes to the financia statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in conformity
with U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financia statements referred to above present fairly, in all materia respects, the financial
position of Nikko Global CB Fund at December 31, 2017, and the results of its operations, changes in its net
assets and its cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

Ernst & Young Ltd.
Cayman Idlands
April 18, 2018
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Report of Independent Auditors
The Member

UBS O’ Connor LLC

We have audited the accompanying financia statements of UBS O’ Connor LLC, which comprise the statement of
financial condition as of December 31, 2017, and the related statements of operations, changes in member's
equity and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements.

Management is responsible for the preparation and fair presentation of these financial statements in conformity
with U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financia statements referred to above present fairly, in all materia respects, the financia
position of UBS O’ Connor LLC at December 31, 2017, and the results of its operations, changes in its member’'s
equity and its cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

Ernst & Young LLP
June 8, 2018
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