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Administrator

SPL FINE WINE (NR2) IC LIMITED
CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2010

The Board

On 31 December 2009 three new directors were appointed to theBoard of SPL Guernsey ICC Limited (the
umbrella company for all of the SPL ICC Cells) (the “ICC”). By28 January 2010, audited financial
statements for the year ended 31 March 2009 for all Cells had been signed off by Peter Radford and Neal
Meader, two of the Directors who had been in office for the period of those financial statements and who
then resigned, leaving Bill Scott, Andrew Duquemin and I (the new Board) as continuing Directors.
Christopher Harris joined the Board on 1 August 2010. AndrewDuquemin intends to retire from the Board
on completion of the 31 March 2010 financial statements for all of the Cells in order to avoid any conflicts
of interest, since his firm (Elysium Fund Management Limited) (“Elysium”) is our new administrator. On
behalf of the Board, I would like to thank Andrew for his diligent service as a Director and for his work as
chairman of our Audit Committee in reviewing the financial reports of the Cells.

Investment Manager

Spearpoint Limited (“Spearpoint”), was appointed as the new Investment Manager for each Cell on 1
December 2009, replacing Arch Financial Products LLP.

On 20 April 2010 the new Board accepted the resignation of theadministrator of the Cells, Bordeaux
Services (Guernsey) Limited, which had also provided two ofthe former Directors, Peter Radford and Neal
Meader. That resignation was effective from 20 July 2010. Bill Scott and I subsequently interviewed six
potential replacement firms and by 1 August 2010 we had transferred the administration of all the Cells to
the most suitable firm, Elysium. From 1 August 2010, Elysiumhas been responsible for the administration
of the Cells and their related SPVs.

Objectives

At EGMs held in January 2010, the objectives of all of the Cells, with the exception of Africa Invest IC
Limited and Africa Protect IC Limited, were modified to be the realisation of their assets within the shortest
period of time consistent with achieving a reasonable realisation price for such assets and with the intention
of disposing of all such assets within five years. Realisations will be managed, as far as possible, with a
view to ensuring regular and consistent distributions of proceeds to Shareholders. 
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There have recently been two audits of the assets of the Cells: the March 2009 financial statements, audited
by Moore Stephens, were available by the end of January 2010 and the March 2010 financial statements,
audited by Ernst & Young, come with this report. We are also aware of a further review, commissioned on
behalf of the principal investors in the Cells, of the assetsof the Cells at 31 December 2008 and we will be
considering the findings of that work once it has been completed. Meanwhile the recent audit by Ernst &
Young of the March 2010 financial statements reflects all the latest known information about the assets.

FOR THE YEAR ENDED 31 MARCH 2010

Objectives (continued)

The future of Africa Invest IC Limited and Africa Protect IC Limited were considered separately and the
resolution of their affairs is reported in their separate filings.

The new Board’s objectives have been to put in place rigorousmanagement and administration, simplify
structures, ensure that management and reporting are transparent, oversee a process by which current values
are fair, that management is vigorous and that there is a process to achieve liquidity and ultimately
distributions to Shareholders and to ensure good corporategovernance. Given the eclectic nature, mix and
illiquidity of the assets we think we are as well advanced in this as we can be.

Inherited structures clarified and simplified

The new Board of the ICC took over responsibility for a complex corporate structure with 24 Cells holding a
diverse mix of assets, most of which are far from simple in their own right. Many of these assets were, and
remain, illiquid. Some appear to be of poor quality and the new Board, together with its legal advisors, is
reviewing the events surrounding the past selection of those assets. We will then consider what action
would be in the best interests of Shareholders and we will keep Shareholders informed of that at appropriate
stages.

The new Board inherited a complex structure of Cells and special purpose vehicles with cross holdings,
multiple interests, separate administration of the special purpose vehicles and several layers of cost.
Working with Spearpoint, the new Board’s priorities have included simplifying the structure, consolidating
administration, understanding some of the history, getting management reports and management reporting
lines in place with a grip on assets, instituting proper processes of corporate governance and looking
carefully at areas of potential conflicts of interest.

Restructuring

Together with Spearpoint, the new Board had to decide how best to simplify the structures, identify readily
realisable assets and get all assets properly managed with aview to realisation at the best possible value
commensurate with a reasonably early return of cash to Shareholders. Working with Spearpoint the new
Board has placed three Cells into liquidation, those Cells having distributed most of their cash to their
Shareholders where they remained in a position to do so, witha fourth to follow shortly. A further seven
Cells have been delisted from the Channel Islands Stock Exchange (“CISX”). The Board has identified and
prepared a further five Cells to be able to make tender offersto Shareholders and details on these offers have
been released with the financial statements of the relevantCells. Four of these five Cells also intend to
delist from the CISX at that time.

The assets

A high proportion of the Cells’ assets (in particular, the shipping, property, private equity and small hedge
fund assets) are illiquid and may take some time to be realised in cash. With Spearpoint, the new Board has
been trying to improve the liquidity of the portfolios, but the majority of the assets are of an illiquid nature
and not readily realisable. A number of the assets are considered to be unlikely to participate in much
market recovery in the short term.

CHAIRMAN'S STATEMENT (continued)
SPL FINE WINE (NR2) IC LIMITED
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Steps to more reliable valuations

Auditors

Past governance

Performance under the new Manager

SPL FINE WINE (NR2) IC LIMITED
CHAIRMAN'S STATEMENT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

We found that “front end” charges, made by the previous Investment Manager on the issue of shares,
amounting to £6.4m across the ICC had been carried in the regular announcements of Cell net asset values
(“NAVs”) as if they were amortising assets. They are of no value and this approach is not in accordance
with International Financial Reporting Standards so we wrote them off to bring the NAVs published on the
CISX into line with the treatment already adopted in the financial statements of the Cells.

The objective of each of the continuing Cells (in other words, excluding those already in process of
liquidation) is the realisation of assets within three to five years. Very few of the Cells’ assets are quoted on
any active market and the newly constituted valuations committee (a committee of the Administrator), which
accesses external independent evidence of valuation wherever available, reports its recommendations to the
Board. The Directors consider these monthly reports and adopt a prudent view of valuation of assets in the
knowledge of the intention to realise each asset as soon as isreasonably practical. That means that assets
are carried at a current assessment of expected realisable values, taking into consideration that some may
take a while to realise.  

Nevertheless, in some asset groups we are still some way off wholly independent valuations of assets (for
example there are many investments in relatively small hedge funds where the valuations are predominantly
those made by the managers of those funds and the same will be true of much of the private equity
holdings). With Spearpoint, the new Board has established more regular and independent reporting on such
assets as shipping and property. The valuations committee now operates to an established and independent
process. The new Board's ability to penetrate very far into the majority of the hedge fund and private equity
investments however remains limited.

On 19 March 2010, the ICC and its Cells changed auditors from Moore Stephens (Guernsey) Limited to
Ernst & Young LLP.

Together with its legal advisors, the new Board is continuing to review the past governance of the ICC and
its Cells. Questions have been, and are being, raised with the former managers, officers and advisors in this
regard. We keep the Guernsey Financial Services Commission informed of our enquiries.

The audited assets values at 31 March 2010 largely reflect the asset values inherited by the current
Investment Manager in December 2009. We doubt if there is anygreat embedded future value in most of
the assets. The shift taken in January, with overwhelming shareholder support, was to get those assets into
a realisable condition or position and convert them into cash to return to investors. 

Some of the private equity investments, those that are managed by respected private equity houses, might
improve in value over time, but in general we believe that it is in the best interests of Shareholders that the
portfolios of the Cells are realised and cash returned to Shareholders. The Board is therefore discussing
with the principal Shareholders a revised performance fee basis for the Investment Manager that will
incentivise realisation and return of cash as long as that process does not undermine asset value. There will
not be any “fire sale” of assets and all major transactions will continue to be approved by the Board.

The Board has been pleased with the vigour that Spearpoint has displayed in getting to grips with the diverse
assets in the Cells and the determination that it has appliedto helping the Board come to terms with the
history of the ICC and its Cells.
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Realisation of assets and cash returned to investors

• China AME Energy (NR1) IC Limited has returned all cash to Shareholders and has been placed into
liquidation;

• Arch Africa Private Markets Focus IC Limited has resolved towind-up, has returned all cash to
Shareholders and, on 17 September 2010, was placed into liquidation;

• The Shareholders of Africa Protect IC Limited overwhelmingly resolved to progress the sale of the
Cell’s main asset with a view to delist the Cell from the CISX in October 2010 and then place it into
voluntary liquidation;

• Plans are underway to delist four more Cells that are mostly owned by the UK OEICs and to offer to
buy out minority Shareholders close to NAV;

• A tender offer is being prepared for one Cell, which has substantial excess liquidity;
• Two further real estate SPVs applied for voluntary liquidation at the end of August, which will bring

the total number of SPVs liquidated so far to seven;
• In addition to China AME Energy (NR1) IC Limited, a further nine Cells have been delisted, five of

which are wholly-owned by the UK OEICs and have held off-market share buybacks, returning £7.7
million of liquidity to the UK OEICs;

• Eleven Cells have bought back shares via the CISX, returning£4.9 million of liquidity to non-UK
OEIC investors and a further £4.5 million to the UK OEICs;

• Intra-ICC holdings amounting to £3.3 million have been unwound via on-market buybacks;  and
• The total amount returned in the buybacks is £20.5 million, including intra-ICC unwinds.

• The need to hold cash to meet future commitments in private equity funds;
• The need to provide for working capital/escrow in real-asset operating businesses, such as shipping or

property;
• Future operating expenses pending the protracted process of turning assets into cash;
• The obtaining of necessary shareholder permissions; and
• Solvency requirements.

CHAIRMAN'S STATEMENT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

Progress continues to be made in realising liquidity from assets within the Cells, taking care to ensure that
this is undertaken in a controlled way. There are various ways to return cash to Shareholders, and some
structural changes have been needed for that. Initially, wehave focused on share buybacks, which required
a change in investment objective, shareholder approval andthe lifting of suspensions from trading on the
CISX, or the delisting of Cells from the CISX where a listing no longer made economic sense due to the fact
that there was only one shareholder (the UK OEICS). Now that there is a new administrator in place, we
intend to use further mechanisms, such as tender offers, in the case of Cells where large cash balances have
been realised, which will return larger amounts closer to NAV.  To date:

Spearpoint is ahead of its initial plan to generate liquidity within the Cells and we anticipate that more will
be made available later in the year. The main constraint at the moment is not the cash within the Cells, but
rather structural constraints that delay the release of that liquidity to investors. These structural constraints
include:

We are in the process of dealing with those constraints. In order to return additional capital, some Cells will
need to delist, for which shareholder approval will be sought at the forthcoming Extraordinary General
Meetings. Minority Shareholders in these Cells will have the choice to exit near NAV before delisting
occurs if they so wish. We are being careful to ensure that they are treated fairly. We will push through the
remaining structural changes in the latter part of 2010, thus simplifying the structure, reducing costs and
making possible further releases of liquidity.

SPL FINE WINE (NR2) IC LIMITED
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Re-establishing trading on the CISX

Results

Future policy and outlook

H G Aldous

The first is to monitor the management of the remaining assets to try to preserve value for the Shareholders
and, in doing so, to assess the performance of the Investment Manager.

The second is to ensure that value from the assets is realised as cash and returned to Shareholders.

The third is to investigate any instances where we find that the ICC and its Cells have lost value through the
actions of others and consider whether it is in Shareholders’ interests to pursue such actions. The new
Board will work in cooperation with the regulators in such matters.

Chairman
30 September 2010

Your Board has three principal objectives:

SPL FINE WINE (NR2) IC LIMITED
CHAIRMAN'S STATEMENT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

On 25 July 2009, the listing of all those Cells admitted to theOfficial List of the CISX was suspended.
Trading was resumed for thirteen of those Cells on the CISX on31 March 2010, one of which subsequently
delisted on 23 July 2010. Of the remainder, six of the suspended Cells delisted from the CISX on 15
February 2010, and three on 27 April 2010, 28 June 2010 and 17 August 2010. Africa Protect IC Limited is
the only Cell to remain suspended but, as mentioned above, its Shareholders have resolved to progress the
sale of the Cell’s main asset with a view to delist the Cell from the CISX in October 2010 and then place it
into voluntary liquidation.

The Fund reported a net loss for the year ended 31 March 2010 of£42,530 (2009: £376,325), representing a
loss per share of 1.05p (2009: 9.30p). The NAV attributable to Participating Redeemable Preference Shares
at 31 March 2010 was £3,783,205 (2009: £3,825,735), 93.44p per share (2009: 94.50p per share).

The Investment Manager’s Report contains a summary of the performance of the investments and significant
investment movements during the year.
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DIRECTORS

RESULTS AND DIVIDENDS

On 27 July 2009, the Directors suspended the listing of the Fund on the CISX pending the publication of the
March 2009 net asset valuation. The March 2009 net asset value was published on 30 December 2009 and the
suspension was subsequently lifted on 31 March 2010. The Fund was subsequently de-listed on 23 July 2010.

Pursuant to a special resolution dated 28 January 2010, the Fund changed its name from Arch Fine Wine IC
Limited to SPL Fine Wine (NR2) IC Limited effective on 9 February 2010.

SPL FINE WINE (NR2) IC LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2010

The Directors of SPL Fine Wine (NR2) IC Limited (formerly Arch Fine Wine IC Limited) (the "Fund") are
pleased to submit their report and audited financial statements for the year ended 31 March 2010.

THE FUND

The Fund is an incorporated cell of SPL Guernsey ICC Limited (formerly Arch Guernsey ICC Limited) (the
"ICC"), a closed-ended incorporated cell company registered with limited liability in Guernsey on 21 December
2006 and authorised by the Guernsey Financial Services Commission under the Incorporated Cell Companies
Ordinance, 2006. The Fund was registered with limited liability on 10 September 2007 and listed on the Channel
Islands Stock Exchange (the "CISX") on 4 January 2008. 

INVESTMENT OBJECTIVE

The results for the year are shown on page 16.

The Fund is authorised to create three classes of Shares, designated Dollar Shares, Euro Shares and Sterling
Shares, each of which is denominated in the specified currency and which rank pari passu to each other. Each
Share Class would hold an undivided share in a single portfolio of assets held by the Fund but may have certain
assets or liabilities attributable solely to the Share Class, such assets and liabilities to include, but not be limitedto,
forward foreign exchange agreements utilised by the Investment Manager for currency hedging purposes. At the
date of these financial statements, only shares in the Sterling Class had been issued.

NET ASSET VALUE PER PARTICIPATING REDEEMABLE PREFER ENCE SHARE

Following the resolution passed at the Extraordinary General Meeting ("EGM") held on 28 January 2010, the
Investment Manager now manages the Fund’s portfolio with a view to realising its assets within the shortest
period of time consistent with achieving a reasonable realisation price for such assets and with the intention of
disposing of all such assets within five years. Realisations are managed, as far as possible, with a view to
ensuring regular and  consistent distributions of proceeds to Shareholders.

The Fund did not pay any dividends during the year (2009: nil)and the Directors do not recommend the payment
of a final dividend for the financial year (2009: nil).

The Directors, all of whom are non-executive directors, areas listed on page 1. Robert Addison, who was
appointed as a Director on incorporation of the Fund, resigned as a Director on 31 December 2009. Neal Meader
and Peter Radford, who were appointed as Directors on incorporation of the Fund, resigned as Directors on 28
January 2010. Hugh Aldous, Andrew Duquemin and William Scott were appointed as Directors on 31 December
2009 and Christopher Harris was appointed as a Director on 1 August 2010.

Prior to the EGM held on 28 January 2010, the investment objective of the Fund was to provide Shareholders with
capital appreciation over the medium to long-term through an economic exposure to fine wines selected by the
Investment Manager.

At the financial reporting date, the net assets of the Fund attributable to Participating Redeemable Preference
Shares ("Shares") were £3,783,205 (2009: £3,825,735) and the net asset value ("NAV") per Share was 93.44p
(2009: 94.50p).
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DIRECTORS (continued)

SUBSTANTIAL SHAREHOLDINGS

Percentage of 
share capital

The Bank of New York (Nominees) Limited               2,221,354 54.87%
HSBC Global Custody Nominee (UK) Limited               1,648,606 40.72%

GOING CONCERN

FUTURE PROSPECTS

LITIGATION

CORPORATE GOVERNANCE

A.1.3

A.3.3

A.6.1

After making reasonable enquiries, and assessing all data relating to the Fund’s liquidity, the Directors have a
reasonable expectation that the Fund has adequate resources to continue in operational existence for the
foreseeable future and do not consider there to be any threatto the going concern status of the Fund. For this
reason, they continue to adopt the going concern basis in preparing the financial statements.

During the year, business relationships existed between the Directors of the Fund and Related Parties to the Fund.
These relationships are detailed in notes 5 and 6 to the financial statements.

The Board did not undertake a formal appraisal of the Board, its committees or the individual Directors
during the year. The Board decided that this was not appropriate given the nature of the Fund and that the
current Directors were only appointed on 31 December 2009.

As a Guernsey incorporated entity and under the CISX Rules, the Fund is not required to comply with The
Combined Code on Corporate Governance published by the Financial Reporting Council (the "2008 FRC Code").
However, the Directors place a high degree of importance on ensuring that high standards of Corporate
Governance are maintained and that the Fund complies with the Guidance on Corporate Governance in the
Finance Sector in Guernsey, issued by the Guernsey Financial Services Commission. As a result, many of the
principles set out in the 2008 FRC Code have been adopted and these are summarised below, together with the
areas of non-compliance.

Since the new Board has been appointed, the Fund has compliedwith the provisions of the Combined Code
Principles of Good Governance and Code of Best Practice, except in the following aspects:

The non-executive Directors have not met separately, without the Chairman present, to appraise the
Chairman’s performance. The Board decided that this was notappropriate given the nature of the Fund
and that the current Directors were only appointed on 31 December 2009.

The Chairman, Mr Aldous, is the senior non-executive Director. This is not in accordance with provision
A3.3 of the 2008 FRC Code but is felt to be appropriate for the size and nature of the Fund.

SPL FINE WINE (NR2) IC LIMITED
DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

At 31 March 2010 and at the date of signing this report, the Directors had no interests in the Shares of the Fund.

On 31 August 2010, the following interests in 10% or more of the issued Participating Redeemable Preference
Shares had been notified to the Fund:

The Directors believe that the Fund’s Investment Objectivecan be met in the stated five-year timeframe. Further
details are given in the Investment Manager’s Report.

So far as the Directors are aware, no litigation or claim of material importance is pending or threatened against the
Fund. The Fund has not commenced proceedings of any material importance.

Together with the legal advisors to the ICC and its Cells, thenew Board is continuing to review the past
governance of the ICC and its Cells (of which the Fund is one such Cell). Questions have and are being raised
with the former managers, officers and advisors in this regard.

Number of Participating Redeemable 
Preference Shares
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CORPORATE GOVERNANCE (continued)

B.2.1

BOARD RESPONSIBILITIES

BOARD COMMITTEES

BOARD MEETINGS

Board meetings
Audit Committee 

meetings

Risk 
Committee 
meetings

3/5 1/2 0/0
4/5 2/2 0/0
4/5 2/2 0/0

23/24 n/a n/a
20/24 n/a n/a
18/23 n/a n/a

FOR THE YEAR ENDED 31 MARCH 2010

All members of the Board are expected to attend each Board meeting and to arrange their schedules accordingly,
although non-attendance is unavoidable in certain circumstances. Directors' attendance at Board and committee
meetings for the year ended 31 March 2010, by reference to the number of meetings held whilst each Board
member was actually a Director, is set out in the following table:

Hugh Aldous (appointed on 31 December 2009)

The Board has engaged external companies to undertake the investment management, administrative and custodial
activities of the Fund. Clear documented contractual arrangements are in place with these firms, which define the
areas where the Board has delegated responsibility to them.Since the appointment of the new Directors, the Board
has met monthly to review the Fund's investments and all other important issues to ensure control is maintained
over the Fund's affairs.

The Board has neither established a remuneration committeenor a nomination committee as it does not
have any executive directors and does not consider it to be appropriate for the size and composition of the
Board.

The Board currently comprises four non-executive members,three of whom are independent non-executive
Directors. Mr Duquemin ceased to be an independent Director on 1 July 2010 when Elysium, a company of which
he is a director, was appointed administrator to certain of the ICC Cells. Mr Duquemin intends to resign as a
Director of the Fund on completion of the audits of the Cells of the ICC for the year ended 31 March 2010. The
Fund has no executive directors. As all the Directors are non-executive, the Chairman (Mr Aldous) is the senior
non-executive Director.

Andrew Duquemin (appointed on 31 December 2009)

Since all the Directors are non-executive, the Fund is not required to state how it applied B.1 to B.3 of the 2008
FRC Code on directors’ remuneration. However, the fee that was paid to each Director during the year is shown
in note 6 to the financial statements.

Since Mr Aldous, Mr Duquemin and Mr Scott’s appointments to the Board on 31 December 2009, the Fund has
used a number of committees to control its operations. Priorto 31 December 2009, the Fund did not have any
committees, with all of the business being addressed by the Board.

Each committee has formal written terms of reference, which clearly define their responsibilities.

Audit Committee
The Audit Committee comprises all the Directors of the Fund and meets at least twice a year. Mr Duquemin is
Chairman of the Audit Committee.  It provides a forum through which the Fund’s auditor reports to the Board.

Risk Committee
The Risk Committee comprises all the Directors of the Fund and meets at least once a year. Mr Scott is Chairman
of the Risk Committee. The function of the Risk Committee is to monitor the level of various risks to which the
Fund is exposed, including the risk of litigation and other legal actions.

SPL FINE WINE (NR2) IC LIMITED
DIRECTORS' REPORT (continued)

William Scott (appointed on 31 December 2009)
Peter Radford (resigned on 28 January 2010)
Neal Meader (resigned on 28 January 2010)
Robert Addison (resigned on 31 December 2009)

9



DIALOGUE WITH SHAREHOLDERS

INTERNAL CONTROL AND FINANCIAL REPORTING

•

•

•

•

•

•

PAYMENT TO CREDITORS

FINANCIAL RISK PROFILE

Amounts due to suppliers and service providers are settled promptly within the terms of the payment, except in
cases of dispute.  The Fund does not have any trade creditors.

The Directors are always available to enter into dialogue with Shareholders. The Board also stays abreast of
Shareholders’ views via regular updates from the Investment Manager as to meetings it may have held with
Shareholders.

The Board is responsible for establishing and maintaining the Fund's system of internal control. Internal control
systems are designed to meet the particular needs of the Fundand the risks to which it is exposed, and, by their
very nature, provide reasonable, but not absolute, assurance against material misstatement or loss. The key
procedures which have been established to provide effective internal controls are as follows:

The Administrator is responsible for the provision of administration and company secretarial duties;
The duties of investment management, accounting and the custody of assets are segregated. The
procedures are designed to complement one another;

The Non-Executive Directors of the Fund clearly define the duties and responsibilities of their agents and
advisers in the terms of their contracts;

The Board reviews financial information produced by the Investment Manager and the Administrator on a
regular basis;

On an ongoing basis, compliance reports are provided at each Board meeting by the Administrator; and

The Fund does not have an internal audit department. All of the Fund's management functions are delegated to
independent third parties and it is therefore felt that there is no need for the Fund to have an internal audit
function.

DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 MARCH 2010

The internal control systems are designed to meet the Fund’sparticular needs and the risks to which it is exposed.
Accordingly, the internal control systems are designed to manage rather than eliminate the risk of failure to
achieve business objectives and by their nature can only provide reasonable and not absolute assurance against
misstatement and loss.

The Fund's financial instruments comprise investments, cash and various items such as payables and receivables
that arise directly from the Fund's operations. The main purpose of these instruments is the investment of
Shareholders' funds.

The main risks are market risk (comprising price risk, foreign currency risk and interest rate risk), credit risk and
liquidity risk.  Further details are given in note 14 to the financial statements. 

SPL FINE WINE (NR2) IC LIMITED

A Valuation Committee, comprising of members of the Administrator, meets at least once a month to agree
and review valuation methodologies to ensure that valuations accurately reflect fair value and are
calculated in accordance with the Fund's valuation and accounting policies and with International Financial
Reporting Standards.
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SPL FINE WINE (NR2) IC LIMITED
DIRECTORS' REPORT (continued)

•

•

•

•

•

•

•

•

•

•

DIRECTORS' STATEMENTS

The Directors make the following statements:-

Arch Financial Products LLP resigned as Investment Manager to the Fund and Spearpoint Limited (the
"Investment Manager" was appointed in its place on 1 December2009 pursuant to an Investment Management
Agreement effective from that date (the "Management Agreement"), between the Investment Manager and the
Fund.

THE INVESTMENT MANAGER

The Companies (Guernsey) Law, 2008 as amended requires the Directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the Fund and of the profit or loss of the
Fund for that year.  In preparing these financial statements the Directors are required to:

so far as they are aware, there is no relevant audit information of which the Fund's auditor is unaware; 

The financial statements give a true and fair view of the financial position and results of the Fund and have
been prepared in accordance with International Financial Reporting Standards, The Companies (Guernsey)
Law, 2008 as amended and The Protection of Investors (Bailiwick of Guernsey) Law, 1987.

Pursuant to an agreement reached in late 2009 between Arch Financial Products LLP, Spearpoint Limited and the
old Board of Directors of the ICC and its Cells:

It now appears that there may have been an error in the calculation of the outstanding investment management
fees and/or the cross investment fees. Together with the legal advisors to the ICC and its Cells, the new Board is
continuing to investigate such potential errors and their implications (if any) for the ICC and its Cells.

Details of the fees payable to the Investment Manager are disclosed in notes 4 and 5.

Arch Financial Products LLP agreed to forgo outstanding investment management fees, then calculated to
be worth approximately £3.4 million (across all of the Cellsof the ICC), that were otherwise considered to
be due to it;

Spearpoint Limited agreed to take on the management of the ICC and its Cells for a take-on fee of £2.5
million; and

The ICC and its Cells agreed to provide Arch Financial Products LLP with a limited release in relation to
certain cross investment fees (which the ICC considered ought otherwise to be repaid to the Cells) then
calculated to be worth approximately £1.0 million.

the Directors have taken all steps they ought to have taken tomake themselves aware of any relevant audit
information and established that the Fund's auditor is aware of that information; and

make judgements and estimates that are reasonable and prudent; 

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

state whether applicable accounting standards have been followed subject to any material departures
disclosed and explained in the financial statements; and

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Fund and to enable themto ensure that the financial statements comply with
the Companies (Guernsey) Law, 2008 as amended, The Protection of Investors (Bailiwick of Guernsey) Law,
1987 and the Fund’s Principal Documents. They are also responsible for safeguarding the assets of the Fund and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors confirm that the financial statements comply with the above requirements.

FOR THE YEAR ENDED 31 MARCH 2010

select suitable accounting policies and then apply them consistently;

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
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On behalf of the Board

H G Aldous A Duquemin
Director                                                                              Director

Ernst & Young LLP replaced the previous auditor, Moore Stephens, with effect from 19 March 2010. Ernst &
Young LLP has indicated its willingness to continue in office and a resolution concerning its reappointment will
be proposed at the Fund's forthcoming Annual General Meeting.

30 September 2010

The Fund has not suffered any withholding tax in the year on its direct investments, although withholding tax may
have been suffered within certain investments held by the Fund.

AUDITOR

The Directors believe that Spearpoint Limited has performed creditably since its appointment as Investment
Manager on 1 December 2009. In the opinion of the Directors, itis in the interests of Shareholders as a whole to
retain the services of Spearpoint Limited.

Details of the fee payable to the Administrator are disclosed in notes 4 and 5.

The Income Tax Authority of Guernsey has granted the Fund exemption from Guernsey income tax under the
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 and the income of the Fund may be distributed or
accumulated without deduction of Guernsey income tax.  Exemption under the above mentioned Ordinance entails 
payment by the Fund of an annual fee of £600 for each year in which the exemption is claimed. It should be
noted, however, that interest and dividend income accruingfrom the Fund’s investments may be subject to
withholding tax in the country of origin.

The Fund appointed MeesPierson (C.I.) Limited as the Custodian of the Fund under the terms of a Custodian
Agreement dated 11 October 2007.

FOR THE YEAR ENDED 31 MARCH 2010

The appointment of the Custodian can be terminated by the Fund or the Custodian (subject to the appointment of a
replacement) upon not less than 90 days’ prior written notice or earlier upon default by either party.

THE ADMINISTRATOR

DIRECTORS' REPORT (continued)

With effect from 1 August 2010, Bordeaux Services (Guernsey) Limited resigned as Administrator to the Fund
and Elysium Fund Management Limited was appointed in its place.

CUSTODIAN

Bordeaux Services (Guernsey) Limited had been appointed asAdministrator of the Fund pursuant to an
Administration Agreement dated 12 October 2007 (the "Administration Agreement"). The Administrator had also
been appointed to act as Secretary of the ICC and the Fund. 

The Investment Manager’s appointment may be terminated, after the expiry of a minimum period of one year, on
six months’ notice given by either party or immediately at any time by the Fund upon material breach of the
Management Agreement by the Investment Manager, the insolvency, liquidation (save for the purpose of a
previously approved winding up) or receivership of the Investment Manager or if the Investment Manager ceases
to be qualified to act as such or, if for good and sufficient reason, the Fund is of the opinion that a change of
manager is desirable in the interests of Shareholders and anExtraordinary Resolution is passed removing the
Investment Manager.   

STATUS OF TAXATION 

SPL FINE WINE (NR2) IC LIMITED

THE INVESTMENT MANAGER (continued)

Details of the fee payable to the Custodian are disclosed in note 4.
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SPL FINE WINE (NR2) IC LIMITED
INVESTMENT MANAGER'S REPORT
FOR THE YEAR ENDED 31 MARCH 2010

Spearpoint Limited was appointed to manage the Fund on 1 December 2009. We played no part in the
management of the portfolio prior to this date. Neither werewe involved in valuing the assets or creating
the net asset value calculations.

In line with the change in investment objective for the Fund,approved by shareholders at the EGM vote
on 28 January 2010, we have focused on an orderly realisationof the assets of the Fund within the shortest
period of time consistent with achieving reasonable prices. To be clear, this is categorically not a fire sale
of assets.

The primary investment held by the Fund is the portfolio of Fine Wine which on a consolidated basis
accounted for over 98% of the value. The portfolio itself enjoyed a 3.8% increase in value over the year.

In line with the revised investment mandate for the Fund we began to work on seeking an exit for the
portfolio in Q1 of 2010. However, this is a very narrow asset class and so a liquidation must be handled
carefully so as not to move prices against ourselves. Using brokers or an auction also potentially involves
high costs. 

Since the year-end we have signed an agency and sale agreement which employs an agent with extensive
experience in the liquidation of investment grade wine to liquidate the portfolio on behalf of the Fund. The
agreement signed in July gives the agent the exclusive rights to sell the wine over a fixed time period. The
portfolio has been split in to two “classes” of wine made up ofthe most attractive and then the lesser
attractive chateaux/vintages. In order to protect the Fundfrom being left with a portfolio of lesser
attractive wines, the agreement ensures the most attractive wines cannot be sold prior to the lesser
attractive. 

The agent is now seeking to sell the wines but will not earn anycommission until the equivalent of the
June 2010 NAV has been received. Commission is then on a sliding scale above that June NAV. Although
there is no guarantee all of the positions will be exited successfully at desirable levels the agreement is
structured as to incentivise sales at values as high as possible and contains a number of clauses to protect
the value of the assets of the Fund. No commission is earned onsales below the agreed NAV. All sales are
subject to the prior approval of Spearpoint.

The remaining holdings of the Fund are investments into other Cells of SPL Guernsey ICC Limited,
accounting for c.1.5% of the value. Our ability to realise assets from these holdings was dependent upon
each of the underlying Cells introducing its own share buyback programme, which we could then sell into.
In turn, this was dependent upon each of the underlying Cellseither having its suspension lifted on the
CISX, to restore trading, or delisting from the CISX to facilitate off market transactions.

As we have realised cash within the Fund we have sought to return this cash to shareholders in line with
the overall objectives. The easiest means to achieve this isto use a share buyback mechanism but we will,
in due course, look at more structural methods which would facilitate a more rapid return of cash such as
tender offers.

Spearpoint Limited
6 September 2010



Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

Respective responsibilities of Directors and Auditors

The Directors are responsible for the preparation of the financial statements in accordance with applicable
Guernsey law and International Financial Reporting Standards as set out in the Statement of Directors'
Responsibilities.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with The Companies (Guernsey) Law, 2008 as amended, The Protection of Investors
(Bailiwick of Guernsey) Law, 1987, and the Principal Documents. We also report to you if, in our opinion,
the Fund has not kept proper accounting records, if the Fund’s financial statements are not in agreement with
the accounting records or if we have not received all the information and explanations we require for our
audit.

We read the other information in the Annual Report and consider whether it is consistent with the financial
statements. The other information comprises only the Chairman's Statement, the Directors’ Report, the
Investment Manager’s Report and the Portfolio Statement. We consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the financial statements. Our
responsibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the Directors in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the Fund's circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficientevidence to give reasonable assurance that the
financial statements are free from material misstatement,whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements.

SPL FINE WINE (NR2) IC LIMITED

TO THE MEMBERS OF SPL FINE WINE (NR2) IC LIMITED

We have audited the Fund's financial statements for the yearended 31 March 2010 which comprise the
Consolidated Statement of Comprehensive Income, Consolidated Statement of Financial Position,
Consolidated Statement of Changes in Net Assets Attributable to Holders of Participating Redeemable
Preference Shares, Consolidated Statement of Cash Flows and the related notes 1 to 21. These financial
statements have been prepared under the accounting policies set out therein.

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

INDEPENDENT AUDITOR'S REPORT
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Ernst & Young LLP
Guernsey, Channel Islands

30 September 2010

With respect to the comparative figures for the year ended 31March 2009 the audit evidence available to us
was limited as we were not able to obtain adequate evidence inrespect of the timing or magnitude of
adjustments which may have been necessary to the prior period results and financial position, prior to our
appointment as auditor of the Fund. The former directors of the Fund were no longer in office at the date of
our appointment and the investment manager appointed to advise the Fund was replaced before our
appointment. We were unable to obtain sufficient audit evidence regarding the comparative figures for the
year ended 31 March 2009 and were unable to satisfy ourselveson these matters by performing other audit
procedures. 

INDEPENDENT AUDITOR'S REPORT (continued)
TO THE MEMBERS OF SPL FINE WINE (NR2) IC LIMITED

Opinion - disclaimer of audit opinion regarding the results of operations and unqualified opinion 
regarding financial position

SPL FINE WINE (NR2) IC LIMITED

Because of the significance of the above matter in relation to the results of the Company's operations for the
year to 31 March 2010 we are not in a position to, and do not, express an opinion on the results of its
operations or its cash flows for the year then ended.

In our opinion, the balance sheet gives a true and fair view, in accordance with International Financial
Reporting Standards, of the financial position of the Fund as at 31 March 2010 and has been properly
prepared in accordance with the Companies (Guernsey) Law, 2008.

15



SPL FINE WINE (NR2) IC LIMITED
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2010

Notes 2010 2009
£ £

Income
Bank interest 1,377          6,748          

Total income 1,377          6,748          

Expenses
Administration fees 4,5 4,568          4,267          
Audit fees 30,051        13,054        
Custodian fees 4 5,514          6,067          
Directors' fees and expenses 6 1,117          78               
Investment Manager's initial dealing charge 5 -             (32,972)       
Investment management fees 4,5 60,593        82,964        
Performance fees 4,5 -             27,075        
Other operating expenses 34,928        38,252        

Total expenses 136,771      138,785      

Investment gains and losses
Realised gain from sale of investments 10 -             72,582        
Movement in unrealised profit/(loss) on valuation of investments 10 79,825        (329,773)     

Total investment gain/(loss) 79,825        (257,191)     

Net loss from operating activities before gains and losses on foreign 
currency exchange (55,569)       (389,228)     

Gain on foreign currency exchange 13,039        12,903        

Total comprehensive loss for the year attributable to holders of 
Participating Redeemable Preference Shares (42,530)       (376,325)     

Weighted average number of shares in existence during the year     4,048,606     4,048,606 

Loss per Participating Redeemable Preference Share (£0.0105) (£0.0930)

All items in the above statement are derived from continuing operations.

There was no other comprehensive income in the year.

The accompanying notes on pages 20 – 35 form an integral part of these audited financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2010

Notes 2010 2009
£ £

Assets
Current assets
Financial assets at fair value through profit or loss 10,11 3,545,688         3,465,863     
Other receivables and prepayments 12 2,774                3,691            
Cash and cash equivalents 254,484            402,236        
Total assets 3,802,946         3,871,790     

Equity and liabilities
Share capital – Management Shares 16 2                       2                   
Participating Redeemable Preference Shares 16 4,048,606         4,048,606     
Retained deficit 16 (265,401)          (222,871)       
Total equity 3,783,207         3,825,737     

Liabilities
Current liabilities
Net amounts due out on open forward foreign exchange contracts 15 -                   7,254            
Other payables 13 19,739              38,799          
Total liabilities 19,739              46,053          

Total equity and liabilities 3,802,946         3,871,790     

Net Asset Value per Participating Redeemable Preference 
Share 17 £0.9344 £0.9450

These financial statements were approved by the Board and authorised for issue on 30 September 2010.

For and on behalf of
SPL FINE WINE (NR2) IC LIMITED

H G Aldous A Duquemin
Director Director

SPL FINE WINE (NR2) IC LIMITED

The accompanying notes on pages 20 – 35 form an integral part of these audited financial statements.
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SPL FINE WINE (NR2) IC LIMITED

FOR THE YEAR ENDED 31 MARCH 2010

Notes 2010 2009
£ £

Net assets attributable to holders of Participating Redeemable 
Preference Shares at start of year 3,825,735         4,202,060      

Total comprehensive loss attributable to holders of Participating 
Redeemable Preference Shares (42,530)            (376,325)       

Net assets attributable to holders of Participating Redeemable 
Preference Shares at end of year 3,783,205         3,825,735      

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF 
PARTICIPATING REDEEMABLE PREFERENCE SHARES

The accompanying notes on pages 20 – 35 form an integral part of these audited financial statements.
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SPL FINE WINE (NR2) IC LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2010

2010 2009
£ £

Cash flows from operating activities
Total comprehensive loss attributable to holders of Participating 
Redeemable Preference Shares (42,530)           (376,325)         

Adjusted for:
Bank interest received (1,377)             (6,748)             
Decrease in receivables 917                  54                    
Decrease in payables (19,060)           (88,912)           
Realised profit on sale of investments -                  (72,582)           
Movement in unrealised (profit)/loss on valuation of investments (79,825)           329,773           
Purchase of investments at fair value through profit or loss -                  (1,037,383)      
Sale proceeds from disposal of investments at fair value through 
profit or loss -                  1,395,200        
Net cash flows (used in)/from operating activities (141,875)         143,077           

Cash flows from financing activities
Bank interest received 1,377               6,748               
Net cash inflows from financing activities 1,377               6,748               

Net (decrease)/increase in cash and cash equivalents (140,498)         149,825           

Effect of exchange rate changes during the year (7,254)             7,254               

Net movement in cash and cash equivalents (147,752)         157,079           

Cash and cash equivalents at start of year 402,236           245,157           

Cash and cash equivalents at end of year 254,484           402,236           

The accompanying notes on pages 20 – 35 form an integral part of these audited financial statements.
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2010

1. GENERAL INFORMATION

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance and basis of preparation

On 27 July 2009, the Directors suspended the listing of the Fund on the CISX pending the publication of the
March 2009 net asset valuation. The March 2009 net asset value was published on 30 December 2009 and the
suspension was subsequently lifted on 31 March 2010. The Fund was subsequently de-listed on 23 July 2010.

The Fund’s registered office is at 2nd floor, No.1 Le Truchot, St Peter Port, Guernsey, GY1 3JX.

Prior to the EGM, the investment objective of the Fund was to provide Shareholders with capital appreciation over
the medium to long-term through an economic exposure to a diverse range of fine wines selected by the
Investment Manager.

The audited consolidated financial statements have been prepared on a going concern basis, under the historical
cost convention as modified by the revaluation of investments and assets and liabilities at fair value through profit
or loss and in accordance with International Financial Reporting Standards ("IFRSs") issued by the International
Accounting Standards Board ("IASB") and The Companies (Guernsey) Law, 2008 as amended and The
Protection of Investors (Bailiwick of Guernsey) Law, 1987.

SPL Fine Wine (NR2) IC Limited (formerly Arch Fine Wine IC Limited) (the "Fund") is an incorporated cell of
SPL Guernsey ICC Limited (formerly Arch Guernsey ICC Limited) (the "ICC"), a closed-ended incorporated cell
Company registered with limited liability and domiciled inGuernsey on 21 December 2006 and authorised by the
Guernsey Financial Services Commission under the Incorporated Cell Companies Ordinance, 2006. The Fund was
registered with limited liability on 10 September 2007 and was listed on the Channel Islands Stock Exchange (the
"CISX") on 4 January 2008.

Following the passing of a resolution at the Extraordinary General Meeting ("EGM") held on 28 January 2010, the 
Investment Manager now manages the Fund’s portfolio with a view to realising its assets within the shortest
period of time consistent with achieving a reasonable realisation price for such assets and with the intention of
disposing of all such assets within five years. Realisations are managed, as far as possible, with a view to
ensuring regular and consistent distributions of proceeds to Shareholders.

Standards and amendments to existing standards effective on 1 April 2009

IAS 1 (revised), 'Presentation of financial statements'.
The revised standard prohibits the presentation of items ofincome and expenses (that is, 'non-owner changes in
equity') in the Statement of Changes in Net Assets Attributable to Holders of Participating Redeemable Preference
Shares, requiring 'non-owner changes in equity' to be presented separately from owner changes in equity. All non-
owner changes in equity are required to be shown in a performance statement, but entities can choose whether to
present one performance statement (the Statement of Comprehensive Income) or two statements (the Income
Statement and Statement of Comprehensive Income). Where entities restate or reclassify comparative information,
they are required to present a restated Statement of Financial Position as at the beginning of the comparative
period in addition to the current requirement to present financial statements of financial position at the end of the
current period and comparative period. The Fund has appliedIAS 1 (Revised) from 1 April 2009 and has elected
to present a single Statement of Comprehensive Income. The adoption of this revised standard has not resulted in
a significant change to the presentation of the Fund's performance statement as the Fund has no elements of other
comprehensive income.

The preparation of financial statements in conformity withIFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period.  Actual results could differ from such estimates.
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Standards, amendments and interpretations effective on 1 April 2009 but not relevant

Standards and amendments to existing standards effective on 1 April 2009 (continued)

IAS 32 (amendment), ‘Financial instruments: Presentation’, and IAS 1 (amendment), ‘Presentation of financial
statements – Puttable financial instruments and obligations arising on liquidation’.
The amended standards require entities to classify puttable financial instruments, or components of instruments
that impose on the entity an obligation to deliver to anotherparty a prorata share of the net assets of the entity only
on liquidation as equity, provided the financial instruments have particular features and meet specific conditions,
including that all financial instruments in the class of instruments that is subordinate to all other instruments have
identical features. The adoption of these amendments has not resulted in any change in the classification of the
Fund’s Participating Redeemable Preference Shares.

IFRIC 15, 'Agreements for construction of real estate'
IFRIC 13, ‘Customer Loyalty Programmes’

IAS 39 (amendment), 'Financial instruments: Recognition and measurement'.
The amendment was part of the IASB's annual improvement project published in May 2008. The definition of
financial asset or financial liability at fair value through profit or loss as it relates to items that are held for trading
was amended. This clarifies that a financial asset and financial liability that is part of a portfolio of financial
instruments managed together with evidence of an actual pattern of short-term profit taking is included in such a
portfolio on initial recognition. Adoption of this amendment did not have a significant impact on the Fund's
financial statements.

IFRS 7 (amendments), 'Financial instruments: Disclosures'.
The IASB published amendments to IFRS 7 in March 2009. The amendments require enhanced disclosures about
fair value measurement and liquidity risk. In particular, the amendments require disclosure of fair value
measurements by reference to a three-level fair value measurement hierarchy. In addition, it is clarified that the
maturity analysis of liabilities should include issued financial guarantee contracts at the maximum amount at
which the guarantee could be called; and secondly requires disclosure of remaining contractual maturities that are
essential for the understanding of the timing of the cash flows. An entity has to disclose a maturity analysis of
financial assets it holds for managing liquidity risk. The adoption of the amendments results in additional
disclosures but does not have an impact on the Fund's financial position. 

IAS 39 and IFRIC 9 (amendments), 'Embedded derivatives' (effective for all periods ending on or after 30 June
2009)

IFRS 8, 'Operating Segments'.
This standard is effective for accounting periods beginning on or after 1 January 2009, it requires disclosure of
information about the Fund's operating segments and replaced the requirement to determine primary (business)
and secondary (geographical) reporting segments of the Fund. For management purposes, the Fund is organised
into one business unit. The Fund determined that this operating segment was the same as the business segment
previously identified under IAS 14, Segment Reporting.

IFRIC 18, ‘Transfer of Assets from Customers’

IFRIC 9 (amendment), ‘Reassessment of Embedded Derivatives’
IFRS 1 (amendment), 'First time adoption of IFRS', and IAS 27,'Consolidated and separate financial statements'

IAS 23 (amendment), 'Borrowing costs'

IAS 39 and IFRS 7 (amendments), 'Reclassification of financial assets'

IFRIC 16, 'Hedges of a Net Investment in a Foreign Operation'
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Improvements to IFRS

IAS 28, ‘Investment in Associates: Required disclosures when investments in associates are accounted for at fair
value through profit or loss’ 
IAS 28, ‘Investment in Associates: Impairment of investment in associate’ 

IAS 29, ‘Financial Reporting in Hyperinflationary Economies: Consistency of terminology with other IFRS’ 

IAS 23, ‘Borrowing Costs: Components of borrowing costs’ 

IAS 27, ‘Consolidated and Separate Financial Statements: Measurement of subsidiary held for sale in separate
financial statements’

IAS 16, ‘Property, Plant and Equipment: Sale of assets held for rental’
IAS 18, ‘Revenue: Costs of originating loan’
IAS 19, ‘Employee Benefits: Curtailments and negative past service costs’
IAS 19, ‘Employee Benefits: Plan administration costs’
IAS 19, ‘Employee Benefits: Replacement of the term "fall due"
IAS 19, ‘Employee Benefits: Guidance on contingent liability’

IAS 20, ‘Accounting for Government Grants and Disclosures of Government Assistance: Government loans with
a below-market rate of interest’

IAS 29, ‘Financial Reporting in Hyperinflationary Economies: Description of measurement basis in financial
statements’ 

IAS 16, ‘Property, Plant and Equipment: Recoverable amount’

IAS 20, ‘Accounting for Government Grants and Disclosures of Government Assistance: Consistency of
terminology with other IFRS’

In May 2008, the IASB issued its first omnibus of amendments toits standards, primarily with a view to removing
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The
amendments to the following standards did not have any impact on the accounting policies, financial position or
performance of the Fund:

IFRS 5, ‘Non-current Assets Held for Sale and Discontinued Operations: Plan to sell the controlling interest in a
subsidiary’
IFRS 7, ‘Financial Instruments Disclosures: Presentation of finance costs’
IAS 1, ‘Presentation of Financial Statements: Current/non-current classification of derivatives’
IAS 8, ‘Accounting Policies, Change in Accounting Estimates and Errors:  Status of implementation guidance’

IAS 10, ‘Events after the Reporting Period: Dividends declared after the end of the reporting period’

IAS 31, ‘Interest in Joint Ventures: Required disclosures when interests in jointly controlled entities are accounted
for at fair value through profit or loss’
IAS 34, ‘Interim Financial Reporting: Earnings per share disclosures in interim financial reporting’
IAS 36, ‘Impairment of Assets: Disclosure of estimates used to determine recoverable amount’
IAS 38, ‘Intangible Assets: Advertising and promotional activities’ 
IAS 38, ‘Intangible Assets: Unit of production method of amortisation’ 

IAS 40, ‘Investment Property: Consistency of terminology with IAS 8, investment property held under lease’
IAS 41, ‘Agriculture: Discount rate for fair value calculations’
IAS 41, ‘Agriculture: Additional biological transformations’ 

IAS 39, ‘Financial Instruments: Recognition and Measurement: Reclassification of derivatives into or out of the
classification of at fair value through profit or loss’

IAS 39, ‘Financial Instruments: Recognition and Measurement: Designation and documentation of hedges at the
segment level’

IAS 39, ‘Financial Instruments: Recognition and Measurement: Applicable effective interest rate on cessation of
fair value hedge accounting’ 
IAS 40, ‘Investment Property: Property under construction or development for future use as investment property’ 

IAS 41, ‘Agriculture: Examples of agricultural produce and products, point of sale costs’ 
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Improvements to IFRS (continued)

IAS 36, ‘Impairment of Assets’ (revised April 2009 and effective for annual periods beginning on or after 1
January 2010)

IFRS 5, ‘Non-current Assets Held for Sale and Discontinued Operations’ (revised April 2009 and effective for
annual periods beginning on or after 1 January 2010)

IFRS 8, ‘Operating Segments’ (revised April 2009 and effective for annual periods beginning on or after 1
January 2010)

IFRS 9, ‘Financial Instruments – Classification and Measurement’ (revised November 2009 and effective for
annual periods beginning on or after 1 January 2013)

IAS 7, ‘Statement of Cash flows’ (revised April 2009 and effective for annual periods beginning on or after 1
January 2010)
IAS 17, ‘Leases’ (revised April 2009 and effective for annual periods beginning on or after 1 January 2010)

IAS 24, ‘Related Party Disclosures’ (revised November 2009and effective for annual periods beginning on or
after 1 January 2011)

IAS 27, ‘Consolidated and Separate Financial Statements’ (revised May 2008 and effective for annual periods
beginning on or after 1 July 2009)

IAS 32, ‘Financial Instruments: Presentation’ (revised 2009 and effective for annual periods beginning on or after
1 February 2010)

In April 2009, the IASB issued a second omnibus of amendmentsto its standards and interpretations. The
following amendment did not have any impact on the accounting policies, financial position or performance of the
Fund:

IAS 18, ‘Revenue: Determining whether an entity is acting as a principal or as an agent’

IFRIC 14, ‘IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction’ (effective January 2011)

New standards and interpretations not applied

The IASB has issued/revised the following relevant standards and interpretations with an effective date after the
date of these financial statements:

IAS 38, ‘Intangible Assets’ (revised April 2009 and effective for annual periods beginning on or after 1 July 2009)

IAS 39, ‘Financial Instruments: Recognition and Measurement’ (revised July 2008 and effective for annual
periods beginning on or after 1 July 2009)

IFRIC 17, ‘Distributions of Non-Cash Assets to Owners’ (issued November 2008 and effective for annual periods
beginning on or after 1 July 2009)
IFRIC 18, ‘Transfers of Assets from Customers’ (Transfers received on or after 1 July 2009)

The Directors have chosen not to early adopt the above standards and interpretations and they do not anticipate
that they would have a material impact on the Fund’s financial statements in the period of initial application.

IFRS 1, ‘First time adoption of International Financial Reporting Standards’ (revised July 2009 and January 2010
and effective for annual periods beginning on or after 1 July 2010)

IFRS 2, ‘Share-based Payment’ (revised April 2009 and July 2009 and effective for annual periods beginning on
or after 1 January 2010)

IFRS 3, ‘Business Combinations’ (revised January 2008 and April 2009 and effective for annual periods
beginning on or after 1 July 2009)

International Accounting Standards (IAS/IFRS)

IAS 1, ‘Presentation of Financial Statements’ (revised April 2009 and effective for annual periods beginning on or
after 1 January 2010)

IFRIC 19, ‘Extinguishing Financial Liabilities with Equity Instruments’ (effective for annual periods beginning on
or after 1 July 2010)
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Consolidation

Functional and Presentation Currency

Foreign Currency

Preliminary Expenses

Financial Assets at Fair Value through Profit or Loss

The performance of the Fund is measured and reported to investors in Sterling. The Directors consider Sterling as
the currency that most accurately represents the economic effects of the underlying transactions, events and
conditions. The financial statements are presented in Sterling, which is the Fund’s functional and presentation
currency.

The Directors designate the Fund’s investments in debt and equity securities, and related derivatives, as financial
assets at fair value through profit or loss at inception. Financial assets designated at fair value through profit or
loss at inception are those that are managed, and their performance evaluated, on a fair value basis in accordance
with the Fund’s documented investment strategy. The Fund’spolicy is for the Board of Directors to evaluate the
information about these financial assets on a fair value basis together with other related financial information.

Forward foreign currency contracts are treated as derivative contracts and as such are recognised at fair value on
the date on which they are entered into and subsequently re-measured at their fair value. Fair value is determined
by rates in active currency markets. All derivatives are carried as assets when fair value is positive and as
liabilities when fair value is negative.

With effect from 1 October 2009, the preliminary costs that were being amortised over five years, for the purposes
of calculating the published Net Asset Value ("NAV"), have been fully written off in the Statement of
Comprehensive Income. Therefore, the treatment used for the calculation of the published NAV now accords with
the accounting treatment adopted in the financial statements of the Fund under IFRS.

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

Inter-company transactions, balances and unrealised gains on transactions between Group companies are
eliminated. Unrealised losses are also eliminated but considered an impairment indicator of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

All regular way purchases and sales of investments are recognised on trade date - the date on which the Fund
commits to purchase or sell the investment.

Subsidiaries are all entities (including special purpose entities) over which the Group has power to govern the
financial and operating policies generally accompanying ashareholding of more than one half the voting rights.
The existence and effect of potential voting rights that arecurrently exercisable or convertible are considered
when assessing whether the Group controls another entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of 
an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly attributable to the acquisition.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Financial Assets at Fair Value through Profit or Loss (continued)

Investment in Subsidiary undertaking 

Cash and Cash Equivalents

Participating Redeemable Preference Shares

Segmental Reporting

Financial Assets and Liabilities

Significant Estimates and Judgements

Fair value of fine wine investments
The Fund holds stocks of fine wine that are unlisted on recognised exchanges. The Directors make judgements as
to the fair value of these fine wines based on average broker quotes obtained less an estimate of all directly
attributable selling costs. Eventual sales proceeds may vary significantly from the carrying value.

The financial assets and liabilities of the Fund are definedas investments, cash and cash equivalents, other
receivables and payables and gain/loss on forward foreign currency contracts. The currency exposure of the
Fund’s net financial assets is disclosed in note 14.

The Fund is closed-ended and therefore Shareholders will not be entitled to require the Fund to redeem their
shares at any time. Accordingly the Participating Redeemable Preference Shares have been classified as equity in
accordance with IAS 32 'Financial Instruments: Presentation'.

The Directors are of the opinion that the Fund is engaged in a single business segment, being investment in private 
finance.

Financial assets at fair value through profit or loss are initially recognised at fair value. Transaction costs are
expensed in the Statement of Comprehensive Income. Subsequent to initial recognition, all financial assets at fair
value through profit or loss are measured at fair value. Gains and losses arising from changes in fair value are
presented in the Statement of Comprehensive Income in the period in which they arise.

The Directors make estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
outlined below:

The Directors value all investments based upon the latest available information notified to the Fund by the fund
manager or administrator of the funds held in the Fund’s investment portfolio. The valuation date of such funds
may not always be coterminous with the valuation date of the Fund and in such cases the valuation of the fund as
at the last valuation date is used. The NAV reported by the fund manager or administrator may be unaudited and
may differ from the amounts which would have been realised from a redemption of the investment in the relevant
fund as, in some cases, the notified NAVs are based upon estimates. The Directors may make adjustments to the
notified NAVs where it is deemed appropriate to do so after considering the circumstances of the funds held.
Further information can be found under ‘Significant Estimates and Judgements’ below. The Directors believe that
any such valuations are reasonable.

Cash and cash equivalents are defined as cash in hand, demanddeposits and highly liquid investments readily
convertible to known amounts of cash and subject to insignificant risk of changes in value. For the purposes of
the Statement of Cash Flows, cash and cash equivalents consist of cash in hand and deposits in bank.

The investment in subsidiary undertaking is stated at cost, less any impairment provision.
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conti nued)

Income and Expenses

Expenses are recognised on an accruals basis. 

3.

4. MATERIAL AGREEMENTS 

Administration Fees

Net Asset Value Range Relevant % of NAV
£0 million < £50 million 0.16%
£50 million < £100 million 0.13%
>£100 million 0.11%

Custodian Fees

Investment Management Fees

The terms of the former Investment Management Agreement are shown in note 5.

The Investment Manager is entitled to receive an investment management fee of 1.5% per annum of the Gross
Asset Value of the Fund, calculated and accrued monthly and paid monthly in arrears. Since its appointment on 1
December 2009, the investment management fee due to Spearpoint Limited in the year ended 31 March 2010 was
£45,298 (31 March 2009: £nil) of which £9,227 was payable at 31 March 2010 (31 March 2009: £nil).

The Investment Manager is also entitled to receive a performance fee equal to 10% of the amount by which the
NAV of the Fund exceeds the greater of (i) the highest NAV per share by reference to which a performance fee
has previously been paid to Spearpoint Limited; and (ii) thehigher of (a) the prevailing NAV of the Fund as at 30
November 2009 and (b) the average NAV of the Fund as calculated in the period from March 2009 to November
2009 (inclusive). In the year ended 31 March 2010 performancefees due to Spearpoint Limited were £nil (31
March 2009: £nil) of which £nil was payable at 31 March 2010 (31 March 2009: £nil).

Bank interest and investment interest are recognised on a time-proportionate basis using the effective interest rate
method.

The Income Tax Authority of Guernsey has granted the Fund exemption from Guernsey income tax under the
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 and the income of the Fund may be distributed or
accumulated without deduction of Guernsey income tax. Exemption under the above mentioned Ordinance
entails payment by the Fund of an annual fee of £600 for each year in which the exemption is claimed. It should
be noted, however, that interest and dividend income accruing from the Fund’s investments may be subject to
withholding tax in the country of origin.

TAXATION

The Fund is responsible for the continuing fees of the Administrator, the Custodian and the Investment Manager
in accordance with the Administration agreement dated 12 October 2007, the Custodian Agreement dated 11
October 2007 and the Investment Management Agreement dated 8 October 2007.

Until its resignation on 1 August 2010, the Administrator was entitled to receive a fee calculated by reference to
the NAV of the ICC according to the following schedule and subject to a minimum fee for the ICC of £40,000 per
annum, prorated by reference to the Fund's NAV:

The Fund has not suffered any withholding tax in the year on its direct investments, although withholding tax may
have been suffered within certain investments held by the Fund.

Pursuant to the provisions of the Custodian Agreement, MeesPierson (C.I.) Limited is entitled to receive 0.075%
per annum of the NAV of the Fund, subject to a minimum annual fee of £6,000. In the year ended 31 March 2010
the custodian fee was £5,514 (31 March 2009: £6,067) with a custodian fee payable at 31 March 2010 of £1,500
(31 March 2009: £1,500).

Turnover - Group Turnover represents amounts receivable from fees and interest charges in respect of debt
finance provided.
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5. RELATED PARTIES AND RELATED PARTY TRANSACTIONS

Investment Management Fees

•

•

•

Administration Fees

In addition to the investment management and performance fees due to Spearpoint Limited, since its appointment
on 1 December 2009 (see note 4), certain fees were payable during the year to the former Investment Manager,
Arch Financial Products LLP.

Neal Meader and Peter Radford, who were Directors of the Fund during the year until their resignations on 28
January 2010, are directors of Bordeaux Services (Guernsey) Limited, the former Administrator. 

Pursuant to an agreement reached in late 2009 between Arch Financial Products LLP, Spearpoint Limited and the
old Board of Directors of the ICC and its Cells:

It now appears that there may have been an error in the calculation of the outstanding investment management
fees and/or the cross investment fees. Together with the legal advisors to the ICC and its Cells, the new Board is
continuing to investigate such potential errors and their implications (if any) for the ICC and its Cells.

Robert Addison, who was a Director of the Fund during the yearuntil his resignation on 31 December 2009, is a
partner in the former Investment Manager. The Fund was responsible for the continuing fees of the former
Investment Manager in accordance with an Investment Management Agreement dated 8 October 2007.

The former Investment Manager deducted an initial dealing charge of 2% in respect of subscriptions into the
Fund. During the year ended 31 March 2010 these initial dealing charges/(rebates) amounted to £Nil (31 March
2009: (£32,972)).

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions. During the year, business
relationships existed between Directors of the Fund and other parties to the Fund.

In the year ended 31 March 2010, administration fees totalling £4,568 (31 March 2009: £4,267) were due to
Bordeaux Services (Guernsey) Limited. As at 31 March 2010 theadministration fee payable was £754 (31 March
2009: £1,071). 

The former Investment Manager was entitled to receive an investment management fee during the year ended 31
March 2010, up to its resignation on 1 December 2009, of 2.0% per annum of the NAV of the Fund. In the year
ended 31 March 2010, investment management fees totalling £nil (31 March 2009: £82,964) were due to Arch
Financial Products LLP. As at 31 March 2010, the investment management fee payable was £Nil (31 March 2009:
£20,315).

The former Investment Manager was also entitled to receive a performance fee during the year ended 31 March
2010 at 10% of the amount by which the NAV of the Fund exceeded the greater of (i) the highest NAV per share
by reference to which a performance fee had previously been paid or (ii) £1.00, provided, however that the
performance fee may only have been charged to the extent it did not reduce the rate of return achieved by the
Fund for such year below the cumulative hurdle rate. The cumulative hurdle rate was the three month LIBOR of
the currency of the share class plus 4% set on the final business day of the previous performance period. In the
year ended 31 March 2010, performance fees totalling £Nil (31March 2009: £27,075) were due to Arch Financial
Products LLP.  As at 31 March 2010, the performance fee payable was £Nil (31 March 2009: £Nil).

Arch Financial Products LLP agreed to forgo outstanding investment management fees, then calculated to
be worth approximately £3.4 million (across all of the Cellsof the ICC), that were otherwise considered to
be due to it;

Spearpoint Limited agreed to take on the management of the ICC and its Cells for a take-on fee of £2.5
million; and

The ICC and its Cells agreed to provide Arch Financial Products LLP with a limited release in relation to
certain cross investment fees (which the ICC considered ought otherwise to be repaid to the Cells) then
calculated to be worth approximately £1.0 million.
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6. DIRECTORS' FEES

The Directors' fees allocated to the Fund during the year were as follows:
2010 2009

£ £
Hugh Aldous 357                  -                   
Andrew Duquemin 323                  -                   
William Scott 323                  -                   
Peter Radford 57                    39                    
Neal Meader 57                    39                    
Robert Addison -                   -                   

1,117               78                    

7. DIVIDENDS PAID

8. LOSS PER PARTICIPATING REDEEMABLE PREFERENCE SHAR E

9. INVESTMENT IN SUBSIDIARY UNDERTAKING

No interim dividends were paid in respect of the year (2009: Nil). The Directors do not propose the payment of a
final dividend (2009: Nil).

Basic and diluted
The loss per Participating Redeemable Preference Share ("Share") is based on the net loss of £42,530 (2009:
£376,325) and on a weighted average number of Shares in issuethroughout the year of 4,048,606 (2009:
4,048,606).

The Fund's former Directors, Robert Addison, Neal Meader andPeter Radford were each entitled to receive an
annual Director’s fee of £5,000 for the ICC and its Cells which was prorated by reference to the Fund’s NAV.
Robert Addison had agreed to waive his fee.  

The Directors are also entitled to be reimbursed for reasonable travel and accommodation expenses incurred by
them in connection with their attendance at meetings in relation to the ICC and the Fund.

The Company owns the entire issued capital of Savile Fine Wine Investments Limited, a company incorporated in
Guernsey, whose principal activity is investment in fine wine.

The new Directors, Hugh Aldous, Andrew Duquemin, William Scott and Christopher Harris are each entitled to
receive an annual Director's fee of £80,000 for the ICC and its Cells. In addition, Hugh Aldous is entitled to
receive £25,000 as Chairman and Andrew Duquemin and WilliamScott are entitled to receive £15,000 each as
Chairman of the Audit Committee and the Risk Committee respectively. All such fees shall be prorated by
reference to the Fund's NAV. Directors’ fees for the year ended 31 March 2010 were £1,117 (31 March 2009:
£78) with Directors' fees payable at 31 March 2010 of £Nil (31 March 2009: £20).

No bonus or pension contributions were paid or payable on behalf of the Directors. None of the Directors have
any interests in the share capital of the Fund.

In addition to the above, Andrew Duquemin and William Scott were each paid £74 in respect of their time spent
prior to their appointment as Directors.
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10. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR  LOSS
2010 2009

Investments £ £
Cost at start of year 3,512,709        3,797,944        
Purchases -                   1,037,383        
Disposals -                   (1,395,200)       
Realised gains on disposals -                   72,582             
Cost at end of year 3,512,709        3,512,709        
Unrealised profit/(loss) on valuation of investments 32,979             (46,846)            
Fair value of investments at end of year 3,545,688        3,465,863        

11. FAIR VALUE OF FINANCIAL INSTRUMENTS

• 
• 

• 

Level 1 Level 2 Level 3 Total
£ £ £ £

Wine investments -                   -                  3,491,265        3,491,265        
Managed Funds -                   -                  54,423             54,423             

-                   -                  3,545,688        3,545,688        

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

The determination of what constitutes ‘observable’ requires significant judgement by the Fund. The Fund
considers observable data to be market data that is readily available, regularly distributed or updated, reliable and
verifiable, not proprietary, and provided by independent sources that are actively involved in the relevant market.

The following table analyses within the fair value hierarchy the Fund’s financial assets and liabilities (by class)
measured at fair value at 31 March 2010:

The Fund has adopted the amendment to IFRS 7, effective 1 January 2009. This requires the Fund to classify fair
value measurements using a fair value hierarchy that reflects the significance of the inputs used in making the
measurements. The fair value hierarchy has the following levels:

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

Those involving inputs other than quoted prices included in Level 1 that are observable for the asset or 
liability, either directly (as prices) or indirectly (derived from prices) (Level 2); and

Those with inputs for the asset or liability that are not based on observable market data (unobservable 
inputs) (Level 3).

Financial assets designated at fair value 
through profit or loss

2010

There have been no transfers between Levels during the year ended 31 March 2010.

Financial instruments that trade in markets that are not considered to be active but are valued based on quoted
market prices, dealer quotations or alternative pricing sources supported by observable inputs are classified within
Level 2. As Level 2 investments include positions that are not traded in active markets and/or are subject to
transfer restrictions, valuations may be adjusted to reflect illiquidity and/or non-transferability, which are generally 
based on available market information.

Investments classified within Level 3 have significant unobservable inputs, as they trade infrequently. Level 3
instruments include private equity and corporate debt securities. As observable prices are not available for these
securities, the Fund has used valuation techniques to derive the fair value.
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12. OTHER RECEIVABLES AND PREPAYMENTS
2010 2009

£ £
2,774               3,691               
2,774               3,691               

13. OTHER PAYABLES
2010 2009

£ £
Investment management fees 9,227               20,315             
Administration fees 754                  1,071               
Custodian fees 1,500               1,500               
Audit fees 8,258               12,800             
Directors’ fees -                   20                    
Other payables -                   3,093               

19,739             38,799             

14. FINANCIAL RISK MANAGEMENT

Risk management structure

Excessive risk concentration

Market Risk

(i) Price Risk

Other receivables

The Investment Manager is responsible for identifying and controlling risks. The Board of Directors supervises
the Investment Manager and is ultimately responsible for the overall risk management approach within the Fund.

The Directors consider that the carrying amount of other receivables approximates to fair value.

The Fund is exposed to a number of financial risks, includingmarket risk (which includes price risk, currency risk
and interest rate risk), credit risk and liquidity risk arising from the financial instruments it holds. Risk
management procedures are in place to minimise the Fund’s exposure to these financial risks in order to create
and protect shareholder value.

Price risk exposure arises from the uncertainty about future prices of financial instruments held. It represents the
potential loss that the Fund may suffer through holding market positions in the face of price movements. All
investments present a risk of loss of capital. The price riskfor the Fund has been amplified as its investments are
illiquid. Although the Investment Manager has not been able to fully mitigate the price risk, as the investment
portfolio is in realisation, the investments are managed with a view to being sold as and when a fair price can be
achieved.

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

Concentration indicates the relative sensitivity of the Fund’s performance to developments affecting a particular
industry or geographical location. Concentrations of riskarise when a number of financial instruments or
contracts are entered into with the same counterparty, or where a number of counterparties are engaged in similar
business activities, or activities in the same geographic region, or have similar economic features that would cause
their ability to meet contractual obligations to be similarly affected by changes in economic, political or other
conditions. Concentrations of liquidity risk may arise from the repayment terms of financial liabilities, sources of
borrowing facilities or reliance on a particular market in which to realise liquid assets. Concentrations of foreign
exchange risk may arise if the Fund has a significant net openposition in a single foreign currency, or aggregate
net open positions in several currencies that tend to move together.
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14. FINANCIAL RISK MANAGEMENT (continued)

Market Risk (continued)

(i) Price Risk (continued)

(ii) Foreign Currency Risk

2010 2009
      £ £

3,778,490        3,823,982        
4,715               1,753               

3,783,205        3,825,735        

(iii) Interest Rate Risk

At 31 March 2010, if Euro exchange rates had strengthened/weakened by 5% against Sterling with all other
variables remaining constant, the increase/(decrease) innet assets attributable to holders of Participating
Redeemable Preference Shares for the year would amount to approximately (£225)/£248 (31 March 2009:
£92/(£83)).

Euro
Sterling

At 31 March 2010, if market prices had moved by 5% with all othervariables remaining constant, the change in
net assets attributable to holders of Participating Redeemable Preference Shares for the year would amount to
approximately +/- £177,284 (31 March 2009: +/- £173,293). The maximum price risk resulting from financial
instruments is equal to the fair value of the financial instruments.

Foreign currency risk is the risk that the value of a financial instrument will fluctuate because of changes in
foreign exchange rates. Currency risk arises when future commercial transactions and recognised assets and
liabilities are denominated in a currency that is not the Fund's functional currency.

Net financial assets attributable to holders of Participating Redeemable 
Preference Shares

The Fund’s currency exposures to Euro, noted above, are shown after taking into account the effect of currency
hedging. The Fund has engaged in currency hedging to reduce its exposure to fluctuations in the foreign exchange
rate of Sterling to both Euro and US Dollars. Please refer to note 15 for further details of the Fund’s currency
hedging arrangements.  The hedging arrangements are not an effective hedge as defined by IAS 39.

The Fund is exposed to risks associated with the effects of fluctuations in the prevailing levels of market interest
rates on its financial instruments and cash flow. Bonds, cash and cash equivalents are the only interest bearing
financial instruments.  

The Investment Manager manages the Fund's exposure to interest rate risk, paying heed to prevailing interest rates
and economic conditions, market expectations and its own views as to likely moves in interest rates.

As at 31 March 2010 a proportion of the net financial assets/(liabilities) (defined in note 2) of the Fund are
denominated in currencies other than Sterling as follows:

The Fund monitors its exposure to foreign exchange rates andadopts hedging techniques as required to minimise
these exposures.
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14. FINANCIAL RISK MANAGEMENT (continued)

(iii) Interest Rate Risk (continued)

Fixed interest
Variable 
interest

Non interest 
bearing

Total

Assets £ £ £ £

-                   -                  3,545,688        3,545,688        
Other receivables -                   -                  2,774               2,774               
Cash and cash equivalents -                   254,484           -                   254,484           
Total Assets -                   254,484           3,548,462        3,802,946        

Liabilities
Other payables -                   -                  19,739             19,739             
Total Liabilities -                   -                  19,739             19,739             

Total interest sensitivity gap -                   254,484           3,528,723        3,783,207        

Fixed interest
Variable 
interest

Non interest 
bearing Total

£ £ £ £

-                   -                  3,465,863        3,465,863        
Other receivables -                   -                  3,691               3,691               
Cash and cash equivalents -                   402,236           -                   402,236           
Total Assets -                   402,236           3,469,554        3,871,790        

-                   -                  7,254               7,254               
Other payables -                   -                  38,799             38,799             
Total Liabilities -                   -                  46,053             46,053             

Total interest sensitivity gap -                   402,236           3,423,501        3,825,737        

Credit Risk

2010

Financial assets at fair value through profit 
or loss

Credit risk is the risk that an issuer or counterparty will beunable or unwilling to meet a commitment that it has
entered into with the Fund. The investments of the Fund are determined by the Investment Manager in accordance
with the criteria set out in the Fund’s scheme particulars. Impairment provisions are provided for losses that have
been incurred by the financial reporting date, if any. The Fund’s maximum credit exposure is limited to the
carrying amount of financial assets recognised at the financial reporting date which amounted to £3,802,946 (31
March 2009: £3,871,790).

2009

Assets
Financial assets at fair value through profit 
or loss

Liabilities
Amount due out on forward exchange 
contracts

At 31 March 2010, if interest rates had moved by 50 basis pointson variable interest rate balances with all other
variables remaining constant, the change in net assets attributable to holders of Participating Redeemable
Preference Shares for the year would have amounted to approximately +/-£1,272 (31 March 2009: +/- £2,011),
arising entirely from cash and cash equivalents.
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14. FINANCIAL RISK MANAGEMENT (continued)

Liquidity Risk

15. FORWARD CURRENCY CONTRACTS

As at 31 March 2010, there were no outstanding forward currency contracts.

As at 31 March 2009, outstanding forward currency contracts were held as set out below:

Contractual 
Amount Sale Currency

Contractual 
Amount Maturity Date

Unrealised 
Loss

£
GBP 297,974        EUR 330,000           15 April 2009 (7,254)              

The above forward currency contracts were held for the purposes of currency hedging.

16. SHARE CAPITAL
2010 2009

£ £
2 Management Shares of £1 each 2                      2                      

- -
2                      2                      

The principal rights attaching to the shares are as follows:

(i) Management Shares:

2010 2010 2009 2009
No. £ No. £

At end of year 2                       2                      2                      2                      

Purchase 
Currency

Liquidity risk is the risk that the Fund will encounter difficulties in realising assets or otherwise raising funds to
meet financial commitments. The Fund is closed-ended and therefore is not exposed to the risk of redemptions by
investors. The principal liquidity risk is contained in unmatched liabilities. In the opinion of the Directors, the
current liquidity risk at 31 March 2010 was low since the ratioof cash and cash equivalents to unmatched
liabilities was > 12:1 (31 March 2009: >8:1).

The issued Management Shares are as follows:

Unlimited unclassified Shares of no par value that may be issued as 
Participating Redeemable Preference Shares

The Management Shares confer upon the holders thereof the right in a winding-up to the repayment of the amount
paid up on the Management Shares but confer no further or otherright to participate in the profits or assets of the
Fund. Accordingly, Management Shares will not entitle the holders thereof to receive any dividends nor do they
carry any voting rights whilst Participating Redeemable Preference Shares are in issue.

The Management Shares exist to comply with The Companies (Guernsey) Law, 2008 as amended, which requires
that the Participating Redeemable Preference Shares have preference over another class of capital in order to be
redeemable.  The Management Shares can only be issued at par and are owned by the Investment Manager.

Authorised Share 

33



SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

16. SHARE CAPITAL (continued)

(ii) Participating Redeemable Preference Shares:

2010 2010 2009 2009
No. £ No. £

At start of year 4,048,606         3,825,735        4,048,606        4,202,060        

-                   (42,530)           -                   (376,325)          
At end of year 4,048,606         3,783,205        4,048,606        3,825,735        

17. NET ASSET VALUE PER PARTICIPATING REDEEMABLE PRE FERENCE SHARE

2010 2009
£ Class £ £

NAV 3,783,205        3,825,735        

No. of shares in issue 4,048,606        4,048,606        

Financial Statements NAV per Share 0.9344                           0.9450 

-                   40,279             
Less: adjustments due to exchange rate differences (7,240)              -                   

Published NAV per Share 0.9327             0.9549             

With effect from 1 October 2009, the preliminary expenses that were being amortised over five years, for the
purposes of calculating the published NAV, have been written off in full. This treatment accords with the
accounting treatment adopted in the financial statements of the Fund under IFRS. The table below shows the
NAV per Share, by Share Class, and reconciles the differencebetween the financial statements NAV per Share
Class compared to the published NAV per Share Class: 

The net asset value per Participating Redeemable Preference Share Class ("NAV per Share") is calculated based
on the net assets attributable to holders of each Participating Redeemable Preference Share Class ("NAV") at the
financial reporting date divided by the year end number of shares in issue in that Participating Redeemable
Preference Share Class.

The issued Participating Redeemable Preference Shares  for £ Class are as follows:

Loss attributable to holders of 
Participating Redeemable Preference 
Shares

Add back: write off of formation expenses, initial charge and revaluation of 
investments

The Participating Redeemable Preference Shares confer theright to dividends. At General Meetings, on a poll,
every holder is entitled to one vote in respect of each Participating Redeemable Preference Share held.

The Fund is authorised to create three classes of Participating Redeemable Preference Shares, designated Dollar
Shares, Euro Shares and Sterling Shares, each of which is denominated in the specified currency and which rank
pari passu to each other. Each Share Class would hold an undivided share in a single portfolio of assets held by
the Fund but may have certain assets or liabilities attributable solely to the Share Class, such assets and liabilities
to include, but not be limited to, forward foreign exchange agreements utilised by the Investment Manager for
currency hedging purposes.  At 31 March 2010, only shares in the Sterling Class had been issued.

In a winding-up, the holders of Participating Redeemable Preference Shares have the right to receive surplus
assets available for distribution after repayment of the nominal amounts paid up on the Management Shares.
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SPL FINE WINE (NR2) IC LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2010

18.

Brought
forward

Issues/
increase

Redemptions/
decrease

Carried
forward

£ £ £ £

4,048,606         -                  -                   4,048,606        
Management Shares 2                       -                  -                   2                      
Change in net assets (222,871)          -                  (42,530)            (265,401)          

3,825,737         -                  (42,530)            3,783,207        

Brought
forward

Issues/
increase

Redemptions/
decrease

Carried
forward

£ £ £ £

4,048,606         -                  -                   4,048,606        
Management Shares 2                       -                  -                   2                      
Change in net assets 153,454            -                  (376,325)          (222,871)          

4,202,062         -                  (376,325)          3,825,737        

19. SEGMENTAL INFORMATION

20. CONTINGENT LIABILITIES

21. EVENTS AFTER THE FINANCIAL REPORTING DATE

Participating Redeemable Preference 
Shares

Participating Redeemable Preference 
Shares

The capital structure shows that the investment objective of the Fund is being met entirely out of equity, as the
Fund is not leveraged.

The Fund's capital risk management objectives are to ensurethat the Fund is able to continue as a going concern,
and to maximise the income and return on capital to holders ofParticipating Redeemable Preference Shares. The
Fund is not subject to any externally imposed capital requirements. 

The Fund is closed-ended and the Participating Redeemable Preference Shares are not redeemable at the instance
of Shareholders but are listed on the CISX where they may be bought or sold on a matched bargain basis through
the Fund's appointed market maker. The table below shows the capital structure as at 31 March 2010.

At 31 March 2010 there were no contingent liabilities (2009: Nil).

With effect from 1 August 2010, Bordeaux Services (Guernsey) Limited resigned as Administrator to the Fund
and Elysium Fund Management Limited was appointed in its place.

For management purposes, the Fund is organised into one mainoperating segment, which invests in equity
securities and debt instruments. All of the Fund’s activities are interrelated, and each activity is dependent on the
others. Accordingly, all significant operating decisionsare based upon analysis of the Fund as one segment. The
financial results from this segment are equivalent to the financial results of the Fund as a whole.

2010

2009

CAPITAL RISK MANAGEMENT
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SPL FINE WINE (NR2) IC LIMITED
PORTFOLIO STATEMENT
AS AT 31 MARCH 2010

Description Fair Value

% of 
Portfolio 

Value Fair Value

% of 
Portfolio 

Value
£ £

Fine wine portfolio      3,491,265 98.46            3,364,815 97.25     
SPL Finance Opportunities (PF3) IC Limited           32,470 0.92                   68,150 1.97       
SPL Private Finance (PF1) IC Limited           17,500 0.49                   26,135 0.76       
Arch Private Finance Limited EUR Class             4,453 0.13                     6,763 0.02       

     3,545,688 100.00          3,465,863 100.00   

20092010
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