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BURFORD CAPITAL

Putting fears to rest

Burford has announced its results for 2019. As previously indicated, these were
lower than in the previous year. Revenue fell 17% from $430m in 2018 to $357m.
Profit after tax, on Burford’s basis, declined 31% from $329m to $226m. As
announced earlier, there will be no final dividend so only the interim dividend of
¢4.17 was paid for FY19. Unusually, Burford has also released a trading update for
early 2020 alongside its main figures. Court results and arbitral awards have been
obtained that would generate some healthy profits. Most notable is $200m in
income ($300m in cash receipts) regarding which further legal review is unlikely.

» New presentation: Burford has always tried to be open about how it works,
but this report overhauls its presentation. Additional information on
commitments, fair-value accounting and returns should reassure investors and
finally put to rest the hazy allegations that have been made against it.

> Balance sheet: Cash generation from operations was $518m, only slightly
down from the $526m generated in 2018. With the new SWF arrangement in
place, balance sheet deployments were much reduced at $465m, compared
with $670m in 2018. Year-end cash was down $71m to $206m.

» Risks: The investment portfolio is highly diversified, both by number of claims
and type. However, it retains some very large investments, which means
revenue could be volatile, particularly in the smaller divisions. The Petersen case
shows that this volatility is not simply a negative.

» Investment summary: Burford has already demonstrated an impressive ability
to deliver good returns in a growing market while investing its capital base. As
the invested capital continues to grow, we would expect that the litigation
investment business will continue to produce strong earnings growth.

Financial summary and valuation

Year-end Dec ($m) 2014 2015 2016 2017 2018 2019
Revenue 82.0 103.0 163.4 341.2 429.7 356.7
Operating profit 60.7 772 1244 2851 3547 2746
Reported net income 454 64.5 108.3 249.3 318.1 2121
Underlying net income 53.0 64.5 114.2 264.8 329.0 226.3
Underlying RoE 12.1%  16.0%  221%  359%  302%  16.3%
Underlying EPS ($) 0.26 0.32 0.55 1.27 1.50 1.03
Statutory EPS ($) 0.22 0.32 0.53 1.20 1.51 0.97
DPS ($) 0.07 0.08 0.09 0.11 0.13 0.04
Dividend yield 1.1% 1.2% 1.4% 1.7% 1.9% 0.6%
NAV per share ($) 1.87 212 2.22 3.19 5.62 6.40
P/E (underlying, x) 254 20.9 12.0 52 4.4 6.4
Price/NAV (x) 3.5 3.1 3.0 2.1 1.2 1.0

Source: Hardman & Co Research

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document
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Results summary

A broad outline of Burford’s results was given in the February trading statement and
update in early April. As indicated in those statements, a quiet second half of 2019
led to a decline in profits compared with 2018. Nevertheless, the results are solid
and clearly put to bed any concerns that COVID-19 delays had raised.

In this report, Burford has made substantial changes to its presentation. With BOF-
C - the fund from which deployments by the SWF are made - becoming more
substantial, the results now split out both it and the complex strategies fund
(Strategic Value fund). As usual, our analysis focuses on the Burford only results,
rather than the IFRS results, which consolidate both of those.

In addition to the new presentation, Burford has changed the segmental disclosure.
The New Initiative segment, which for some time has consisted solely of asset
recovery, has been discontinued. The latter has been split into two. The part that
invested capital has been grouped with core litigation investment to form a new
Capital Provision segment. Given asset recovery had been described as being like a
“mini-Burford”, this is reasonable. The fee-for-services part of asset recovery has
been added to a new segment called “Services and other corporate”. This includes
insurance as well as the former Corporate segment. Although insurance has supplied
substantial profits, it has been in run-off for several years. This year's revenue of
$3.5m is slightly more than 1% of the total and is likely to keep shrinking.

Capital provision is split into two categories. The direct subdivision is made up of
investments from Burford’s balance sheet, be they from the former core litigation
investment, non-fund complex strategies or asset recovery businesses. The indirect
subdivision is for Burford’s balance sheet investments into its funds, which currently
is the Strategic Value fund (complex strategies).

Burford has supplied 2018 and 2019 figures on this basis. The figures from earlier
years remain relevant, but there will be occasions in this report where the earlier
figures are not strictly on the same basis. Nevertheless, we will use them to
demonstrate trends. As before, the non-IFRS figures are not supplied on a line-by-
line basis, which can lead to some minor discrepancies between the numbers that
we quote in different areas.

The headline figures showed declines in line with those indicated in the February
trading statement. Revenue fell 17% from $430m to $357m. Profit after tax, on
Burford's basis, declined 31% from $329m to $226m. As indicated earlier, there will
be no final dividend so only the interim dividend of ¢4.17 was paid for FY19.

Results by division

Capital provision
The following table includes the 2018 and 2019 figures for this segment, together
with those for core litigation investment in 2016 and 2017. The historical revenue
figures for asset recovery are also given for reference, although these include the
service revenue too.
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Capital provision

$m 2016 2017 2018 2019
Net realised gain over cost 156.8 128.4
Previously recognised gains -76.5 -79.3
Fair value adjustment 314.8 265.6
Income 140.2 318.2 392.5 316.8
Expenses 26.0 33.5 394 48.6
PBT 114.2 284.7 353.1 268.2
Tax 4.7 2.4 15.2 -10.8
PAT 118.9 287.1 368.3 257.4
Operating margin 81% 89% 90% 85%
Revenue (asset recovery) 8.85 2.97 9.53

Source: Burford Capital, Hardman & Co Research
Assumption: the expense adjustment for the fund reconciliation is all in this division

After a record first half, where litigation finance revenue was $265m, the second
half was exceptionally quiet with revenues of ca.$50m.

The majority of the gains came from the YPF (the Argentine national oil company)
claims, especially Petersen. The total gain from the YPF claims was $188m, of which
$20m was realised gains over the previous valuation and $168m of fair-value
movement. This leaves $128m (40%) from other investments.

Investors will be aware of the sale in June 2019 of 10% of Burford’'s exposure to
the Petersen claim for $100m. This gave an implied value for the entire claim of
$1bn, with Burford retaining 61.25%. It also owns the entirety of the, smaller, claim
from Eton Park.

While Burford is still constrained from discussing all the legal aspects of the case,
other than what has been publicly announced, it has given much more information
on the financial aspects. In particular, the size of the June 2019 transaction and
breadth of participants has allowed Burford to value all the YPF assets based on that
transaction. Their carrying value is now $773m, of which $39m is deployed cost and
$734m unrealised gain.

We have previously noted that, as well as fewer gains, there was a very low loss rate
in the second half of 2019. This supports Burford’s explanation of lower activity
rather than any adverse development in the portfolio.

Expenses continued to show substantial growth at 23% year-on-year. Although this
exceeded the growth in activity, some of it was due to 2018 bonuses being paid in
the first quarter. With the reduction in revenue, the operating margin declined to
85% in this business. While a decline is disappointing, it is still superb and remains
better than prior to 2017.

In the annual report, Burford makes a point that is still underappreciated. Several
investors have observed that, if Petersen is excluded, then the aggregate profitability
of Burford would be much less attractivel. Burford notes that the profitability of
Petersen has permitted Burford to grow its business quicker than it otherwise would.
In an alternative universe where Burford did not invest in Petersen, its staffing and
expenses would be much lower. Bonuses would be reduced too. Consequently, the
true profitability ex-Petersen would have been higher than commentators estimate.
Following this idea further, there would probably be fewer investments too with a
corresponding effect on future returns.

1 We note that some commentators use existing reserves and forget to add back dividends in their
calculations. This does not affect their point, but does mean they understate the profitability ex-
Petersen.

3 June 2020



Burford Capital

a HARDMANE&CO.

Investment management

Investment management

$m 2017 2018 2019
Income 15.63 15.80 26.13
Expenses 7.16 12.18 19.80
PBT 8.47 3.62 6.33
Tax -3.01 -0.16 0.09
PAT 5.46 3.46 642

Source: Burford Capital, Hardman & Co Research

Income in this area grew 65%, driven primarily by expense reimbursements from
BOF-C. Sadly, there was only $0.6m in performance fees, the smallest amount since
asset management started. The European performance fee structure means these
are only payable once investors have received their capital back. While Burford
cannot control the timing of outcomes, both Partners | and Partners Il have been
close to delivering for some time, so it is a slight disappointment that more have not
materialised.

The increase in expenses is only slightly more than the $7.1m fee re-imbursement
from BOF-C.

It was a quieter year for fundraising, with the new post-settlement fund (Burford
Alternative Income Fund) raising nearly $300m. This is smaller than the
commitments for its predecessor. In total, Burford now has $2.97bn of
commitments, although $1.21bn of those are for funds that are being realised and
are not earning management fees. The total also includes $667m for BOF-C, which
has an expense reimbursement agreement.

Burford gives an AUM of $2.9m, which represents the fair value of the investments
plus any commitments. The portion capable of earning management fees is much
lower at ca.$1.1bn, hence the $18.4m of management fees; albeit this is 31% more
than in 2018.

Complex strategies investment was less active than in previous years, with the fund
now being fully deployed and new investments coming from recycled capital.

Services and other corporate

The 2018 and 2019 figures for this segment are shown in full, although, due to the
adjustments, not for earlier years. The prior year revenue figures for insurance
income are given. The remaining figures for 2016 and 2017 are from the previous
corporate segment.

Insurance

$m 2016 2017 2018 2019
Insurance income 12.92 7.61 10.41 3.55
Services income 1.65 2.13
Other income -5.15 0.45 -0.01 8.12
Expenses 5.98 7.30 15.61 9.03
Amortisation -5.95 -3.84 -1.47 2.05
Finance costs -14.11 -24.25 -38.54 -39.62
PBT -63.65 -50.02
Tax -2.57 -2.68
PAT -66.21 -52.70

Source: Burford Capital, Hardman & Co Research

The 2018 revenue figures for insurance were a positive surprise for a business that
has been running off. The prior trend was restored in 2019. We noted previously
that costs had also been scaled down accordingly. Services income from asset
recovery showed healthy growth. Cash management revenues jumped, primarily
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due to an adverse fair-value movement that occurred in 2018, while forex
movements provided a positive contribution too.

In addition to the expenses above, Burford incurred another $4.66m. Of these,
$1.75m related to equity and listing expenses. There will be further costs associated
with the US listing. There were also $2.90m of case-related legal fees.

With no further debt listing in 2019, movements in finance costs were entirely due
to exchange-rate movements.

Investments

Returns

Burford has supplied further information on its returns, which are summarised in the
following table.

Cumulative returns

2015 2016 2017 2018 2019
RolC - core litigation finance 70% 60% 75% 85% 93%
IRR - core litigation finance 28% 27% 31% 30% 31%
RolC - capital provision-direct 70% 61% 75% 80% 88%
IRR - capital provision-direct 28% 28% 31% 30% 31%

Source: Burford Capital, Hardman & Co Research

The difference between the two categories is the latter includes principal
investments from complex strategies outside the Strategic Value fund and asset
recovery investments. The asset recovery figures are small relative to the totals.
Burford has previously noted that complex strategies investments are typically
shorter duration, with attractive IRRs but accordingly lower RolC. This explains why
the RolC for the broader grouping is lower, but the IRR is almost the same.

Both RolC and IRR saw a small boost in 2019. With $98m of the $100m received
from the Petersen sale being profit, this likely played a large part in that increase.

Cumulative capital provision-direct recoveries on the balance sheet are now up to
$1.26bn, with $588m of profits. Burford has added some additional disclosure on
the composition of these returns on pages 38 and 39 of its report. Of most interest
may be the split between the different ways results are achieved:

» Adjudication - gains: 21% of deployments have gone to adjudication and have
won. These take a median of 3.4 years, and have generated a 48% IRR and
297% RolC.

» Adjudication - losses: 11% of deployments have lost in adjudication. There have
still been some small recoveries, but these have generated a -84% RolC with no
IRR given (it is probably mathematically not defined here).

» Settlement: 68% of deployments settle in a median of 1.5 years. These have
generated an IRR of 41% and 52% RolC.

Sales are included in adjudications, which means Petersen has a strong influence on
the first category. We can't calculate the IRR, but ex-Petersen the RolC is still 145%.
Crudely, if cases go to adjudication, then almost twice as many have gone in
Burford'’s favour than against it, a figure that many fund managers would envy. The
RolC is almost 3x relative to settlements, albeit it takes more than twice as long to
get that. While delays in cases are frustrating, if it leads to more adjudications then
Burford's track record suggests it may be more favourable for shareholders in the
long run.
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Burford has introduced a second way of calculating the duration of investments. To
date, it has weighted duration by deployments, but has now added a figure weighted
by recoveries. In 2019, average duration weighted by recoveries was 2.3 years
compared with 1.7 years when weighted by deployments. The former is an increase
from 2.1 years in 2018, while the latter is flat.

Neither calculation is perfect. The realisation-weighted figure gives no weight to
those that give no return. However, shareholders may argue that these are of less
interest anyway. Nevertheless, the long-standing Burford guidance of a two-year
average remains. We note, however, that Petersen is now a 5-year old case and
would have a large effect on the recovery-weighted measure in the event of a
positive resolution.

New investments

The following table again provides 2016 and 2017 figures from litigation
investments for context and 2018 and 2019 figures for the new capital provision
segment.

Capital provision investments

$m 2016 2017 2018 2019
Additions 271.6 414.9 387.2 388.8
Invested capital 394.3 6314 825.9 877.3
Direct asset FV 559.7 982.2 1,289.5 1,649 .4
FV/IC 142% 156% 156% 188%
Indirect asset FV 232.0 184.6
Balance sheet total FV 1,521.6 1,833.9
Balance sheet commitments 296.4 503.4 614.8 828.6

Source: Burford Capital, Hardman & Co Research

As described in the February trading statement, new investments showed complex
patterns. Group-wide commitments grew 19% to $1.57bn, while deployments
decreased 5% to $1.07bn. The difference was influenced by the Strategic Value
fund (complex strategies). This usually deploys shortly after committing, but is now
running at capacity. This means it can only make new commitments when capital is
being recycled.

The on-balance sheet figures for commitments declined 5% to $726m and
deployments fell 31% to $465m. There are two factors explaining this difference.
One is the Strategic Value fund mentioned above, but more significant is the SWF
arrangement. Under this arrangement, Burford will deploy a lower proportion of
capital in new investments than previously (a net of 42%), but will get a higher
proportion of the return than before (60% of the total, including 5% from
performance fees).

Part of this arrangement was the Burford Opportunities Fund, BOF, which is now
almost fully committed. Burford has not started fundraising to replace that and has
agreed that, between BOF becoming full and a new fund being raised, BOF-C will
take a 50% allocation of any new investments. The balance-sheet proportion will
also rise to 50%, but Burford will get 70% of any profits.

The net effect is that invested capital for the direct capital provision grew more
slowly. The different structure of returns on new investments means that, had the
old structure been in place, this would have been equivalent to a growth rate more
in line with historical trends.

On a technical note, Burford now includes the cashflows for hedges and margin calls
for investments in the Strategic Value fund. It has provided adjusted historical
figures, and we have referred to these above for comparison. In 2019, these were
almost a wash, being $92m in commitments/deployments ($54m on balance sheet)
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and $97m ($56m) in realisations/proceeds. These account for $39m of the growth
in group-wide commitments referred to above.

In 2019, Burford closed 99 investments from 1,414 enquiries, an approval rate of
7.0%. This is up from 5.9% in 2018 from 1,470 enquiries. This low approval can be
interpreted as Burford being very fussy about its investments, and is comparable
with venture capital approval rates. However, Burford has also noted it could imply
that there are many low-quality enquiries. Burford has built an in-house origination
team to improve the quality of enquiries and this may be the first tangible sign that
it is being successful.

Fair value

Additional information has been supplied on the fair-value calculations that Burford
has been using. The latest table is given below:

Summary of fair-value components at 31/12/19

Deployed Unrealised Carrying
$m cost gain value
Capital provision-direct

YPF-related assets 39 734 773
Other assets 838 38 876
Total 877 772 1649
Capital provision-indirect 181 4 185
Total capital provision assets 1,058 776 1,834

Source: Burford Capital, Hardman & Co Research

With full disclosure of the Petersen and Eton Park valuations, this allows disclosure
of the aggregate fair-value marks on the rest of the portfolio. These are currently
$38m, or 4.5% of the deployments.

Over its history, Burford has only taken a total of $134m of annual fair value
adjustments, excluding YPF-related assets. The highest this amount has been is
$68m, which was most likely when Teinver had been adjudicated on but had not yet
concluded. On pages 60 to 62 of the annual report, Burford supplies additional
information on fair value, some of which is similar to earlier disclosures.

It is clear that the fair value uplifts ex Petersen are relatively small and should finally
put to rest the concerns some observers had about aggressive accounting. We note
that Petersen is a single-case investment. While Burford strongly believes the legal
case is strong, there is no guarantee of a positive outcome and a loss could mean no
further recovery other than the sales already realised.

Added information on investments

As usual, Burford supplies a broad range of information in its annual report, which
repays a thorough reading. Some of this information is different from before and
would take too long to summarise. Nevertheless, there are a few points worth
highlighting:

» Across the group, portfolio investments are 68% of the total. We note that
single-claim investments continue to be written and some, such as the two
outstanding cases from 2010, have the potential to deliver significant returns if
successful.

» Burford’s geographical analysis shows the global spread of its business.
Nevertheless, US$ remains the currency of choice at around three-quarters of
commitments.

» An analysis by case type and industry has been added. For the former, mixed
portfolios are almost 30% and the largest single category is antitrust at around
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half that. By sector, mixed exposure is again the largest with no individual sector
above 10%. Both demonstrate the diversification of the portfolio.

» Further information on the Petersen claim is given. While little can be given on
the legal structure, a more detailed analysis of possible financial outcomes is
provided.

Burford has also continued the new detailed disclosure on its individual investments
and will update on a half-yearly basis.

Balance sheet
The following table uses the litigation investment assets for 2016 and 2017.

Summary balance sheet

$m 2016 2017 2018 2019
Capital provision 559.7 982.2 1500.9 1834.0
Cash investments & equivalents 169.5 131.4 2774 206.4
Due from litigation investments 40.1 4.8 37.1 19.0
Goodwill & intangible asset 173.3 161.7 152.2 142.7
Total assets 968.2 1318.0 2056.3 2267.0
Debt 274.0 486.9 638.7 655.9
Equity 596.2 798.6 1363.2 1533.0
Net gearing 18% 45% 27% 29%
Gross gearing 46% 61% 47% 43%
Net debt/tangible assets 13% 31% 19% 21%

Source: Burford Capital, Hardman & Co Research

We also note that, as expected, receivables declined sharply from the half-year
figures. They also declined year-on-year.

Slide 15 of the results presentation gives the waterfall for sources and application
of cash, with the figures given in the table below.

Principal sources and applications of cash in 2019

Source Amount ($m) Applications Amount ($m)
Cash at start of year 277 Operating expenses 82
Cash generated from operations 518 Finance costs and dividends 67
Investment deployments 465
Net change in receivables/payables 25
Cash at year-end 206

Source: Burford Capital, Hardman & Co Research

Over the year, the aggregate of cash and equivalents decreased from $277m to
$206m. Although the second half was slow, the cash generated was $5m more than
in 2018. Deployments were much reduced for the reasons described earlier, leaving
Burford with a healthy cash position. This is particularly true given there will be no
final dividend and the current trading that was given in the RNS.

Additional disclosure was supplied on Burford's commitments. The balance sheet
total was $829m at the year-end. Of these, $288m are obligations that are
contracted, subject to certain events taking place. The balance is discretionary,
comprising arrangements with clients to fund future claims; however, these may be
subject to further underwriting.

Over the past three years, the annual drawdown of commitments has been between
15% and 30% of the total. While the legal industry is trying to keep activity going,
there has been an inevitable slowdown. Given the definitive drawdowns are based
on milestones in the progress of a claim, this slowdown will have an effect on them.

Burford remains open to raising further capital through a bond issue. The strategy
has always been an opportunistic one and there is currently no sign of when such
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an opportunity will be available again. Burford observes that demand for litigation
tends to grow when there are economic problems, while corporate balance sheets
will be weaker. This suggests there will no shortage of investment opportunities
going forward.

Unusually, Burford has added a trading update to the results announcement, giving
significant additional progress since the 3 February announcement.

Interestingly, these arise from court results or arbitral awards rather than
settlements, implying that some of them may be subject to appeal or further review.
In raw terms, if paid in full, this would amount to more than $500m in income across
the group and approximately $300m in balance sheet income on cash receipts of
almost $800m group-wide and over $450m on balance sheet.

Of the balance sheet totals, more than $200m in income (more than $300m in cash
receipts) are unlikely to be subject to further legal review. Given this is less than four
months through the half, this is a very positive development. For comparison, the
FY19 income figure was £317m.

This further validates Burford’s assertion that the second half of 2019 was just a
slow one. We note, however, the comments about the legal system slowing down
somewhat and the usual uncertainties about the timing of resolutions means no read
across from this can be taken for the remainder of the year.

In the April update, CEO Chris Bogart and CIO Jonathan Molot committed to using
their bonuses to purchase shares in Burford. They have done so.

The annual report also reaffirmed the board changes that will take place over the
next few vyears. By 2023, the majority of the board, by the UK Corporate
Governance Code, will be independent again. The board is independent according
to the code of Burford’s domicile, Guernsey.

COVID-19 has also had an effect on the timetable for Burford’s US listing. Audited
accounts were required, and these have taken a month longer to produce than was
originally planned. Burford is proceeding, but the timetable has already been delayed
and may be subject to further delays. The intention is to publish the 2020 interim
results in September. If the listing delays go past the end of June, then there may
be a further delay until the interim results are published.

Since the results, Burford has announced that the High Court denied its application
to obtain trading data from London Stock Exchange (LSE) around the short attack in
August 2019. Although some of the grounds for denial do not appear to be very
strong, Burford is unable to pursue the matter further. It may be that the financial
consequences may have been more meaningful for the LSE than Burford;
nevertheless, this matter appears to be closed.
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Financials

Summary financials

Year-end Dec ($m) 2014 2015 2016 2017 2018 2019
Revenue 82.0 103.0 163.4 341.2 429.7 356.7
Expenses 21.3 25.8 39.0 52.3 73.6 774
Operating profit 60.7 77.2 124.4 285.1 354.7 274.6
Finance cost 3.7 9.3 141 243 38.5 39.6
Exceptional items -9.7 0.0 -5.9 -3.8 0.0 0.0
Reported pre-tax profit 47.3 67.9 104.1 249.2 306.6 225.5
Reported taxation -0.7 -2.2 4.8 0.1 11.4 -13.4
Minorities 1.2 1.2 0.6 0.0 0.0 0.0
Underlying net income 53.0 64.5 114.2 264.8 329.0 226.3
Statutory net income 454 64.5 108.3 2493 318.1 2121
Underlying basic EPS ($) 0.26 0.32 0.55 1.27 1.50 1.03
Statutory basic EPS ($) 0.22 0.32 0.53 1.20 1.51 0.97
DPS ($) 0.07 0.08 0.09 0.11 0.13 0.04
Balance sheet (@31 Dec)

Total equity 382.7 433.1 462.2 664.5 1,229.2 1,399.0
Invested capital 207.5 252.9 394.3 6314 853.1 899.8
Fair value balance 266.8 334.2 559.7 9822 1,512.9 1,825.3
Total assets 533.2 608.7 968.2 1,318.0 2,128.0 2,083.7
NAV per share ($) 1.87 2.12 222 3.19 5.62 6.40
Underlying RoE 121%  16.0% 221% 359% 302% 16.3%

Source: Hardman & Co Research

£1=$1.25
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained
from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect of the
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-
disclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. \WWe may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 60084 3. Hardman Research Ltd is registered at Companies
House with number 8256259.

(Disclaimer Version 8 - Effective from August 2018)

Status of Hardman & Co'’s research under MiFID I

Some professional investors, who are subject to the new MiFID Il rules from 3rd January, may be unclear about the status of Hardman & Co research and,
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive Il.

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public...’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-

2016-2031.pdf

In addition, it should be noted that MIFID II's main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the
reader of our research to trade through us, since we do not deal in any security or legal entity.
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