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SQN Secured Income Fund plc

Strategic Report
Overview and Investment Strategy

General information

SQN Secured Income Fund plc {the “Company” or “SSIF”) was incorporated in England and Wales under the Companies
Act 2006 on 13 July.2015 with registered number 09682883. It is an investment company, as defined in s833 of the
Companies Act 2006. Its shares were listed on the London Stock Exchange Specialist Fund Segment on 23 September 2015
(“Admission”). On 28 April 2017, the Company changed its name from The SME Loan Fund plc to SQN Secured Income
Fund plc. In order to reflect the new name of the Company, the ticker for the Ordinary Shares was changed to SSIF, with
effect from 2 May 2017.

Following the passing of resolutions at a general meeting held on 27 April 2017, the investment objective and investment
policy was changed to the following:

Investment objective

The investment objective of the Company is to provide Shareholders with attractive risk adjusted returns, principally in the
form of regular, sustainable dividends, through investment predominantly in a range of secured loans and other secured
loan-based instruments originated through a variety of channels and diversified by way of asset class, geography and
duration.

Investment policy

The Company intends to achieve its investment objective by investing in a range of secured loan assets mainly through
wholesale secured lending opportunities, secured trade and recelvable finance and other collateralised lending
opportunities. Loan assets will include both direct loans as well as other instruments with loan-based investment
characteristics (for example, but not limited to, bonds, loan participations, syndicated loans, structured notes,
collateralised -obligations or hybrid securities) and may include (subject to the limit set out below} other types of
investment (for example, equity or revenue- or profit-linked instruments). The Company may make investments through
alternative lending platforms that present suitable investment opportunities identified by the Manager.

The Company will seek to ensure that diversification of its portfolio is maintained, with the aim of spreading investment
risk.

Geography
The Company will invest in loan assets in a broad range of jurisdictions {although weighted towards the UK, Continental
Europe and North America) in order to build a global portfolio of loan assets.

Asset classes

The Company will invest in a wide range of loan assets, including: short-term lending such as invoice and supply chain
financing; mid-term lending such as trade or short-term bridge finance; and long-term lending such as the provision of
fixed term loans with standard covenants and subject to monthly or quarterly interest payments.

Duration

The Company will hold a portfolio of loans and other loan-based instruments with a range of durations to maturity. This
is intended to provide the Company with both a liquid pool of assets ready for realisation, as well as a reliable stream of
longer-term income.

Security

The Company will seek to invest in loan assets with a range of different types of security. Typically, such security will be
over a range of assets, including, but not limited to, property, intellectual property, tax credits, receivables, future income
streams, pledges of shares or other specific assets, ownership of special purpose vehicles, personal or group company
guarantees or via credit insurance, or a combination of these. Loan assets will be unsecyred only in the case of short-term
iending or investment, where the perceived level of risk in respect of the particular asset is low given the quality of the
counterparty, credit assessment and design of the credit contract.

Sector
The Company will be indifferent to sector when allocating funds for investment and, instead, will adhere to the investment
restrictions which apply to the Company’s loan portfolio as a whole in order to spread investment risk.
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Strategic Report
Chairman’s Statement {continued)

Strategic Review
Following its appointment in April 2017 SQN completed a thorough strategic review of the Company's platform
investments, resulting in a rationalisation of platform-originated or related investments.

At the time of SQN's appointment, approximately 31% of the Company's assets were in cash with the remainder already
invested via platforms and through working capital ioans to platforms. Following the review, a decision was taken by your
Board, in conjunction with the Manager, to cease making working capital loans to platforms and to reduce the number of
platforms through which the Company conducts business. The selection of preferred platforms has been made after an
in-depth analysis of their credit processes and sector preferences, with a focus on diversification, "best in class" and
transparency. The Company is confident that relationships with these remaining platforms are strong and will continue to
provide consistent attractive deal flow. In the future, the Company expects the percentage of the Company's portfolio
represented by platform-originated loans to reduce in favour of direct lending. However, as the Company grows, it will
continue to allocate to platforms meaningfully.

€arnings and Dividends

Dividends per Ordinary Share declared in respect of the reporting period were 6.375p (see Note 5).

The Company elected to designate 2ll dividends for the year ended 30 june 2017 as interest distributions to its
Shareholders. In doing so, the Company took advantage of UK tax treatment by “streaming” income from interest-bearing
investments into dividends that will be taxed in the hands of Shareholders as interest income.

The Company intends to distribute at least 85% of its distributable income by way of dividends on a monthly basis. During
any year the Company may retain some of the distributable income to smooth future dividend flows.

The Company expects to achieve its annual dividend target of 6.25p, rising to at least 7.00p from July 2018, and a total
return target of at least 8.0%.

Discount :

From the commencement of the reporting period and until the announcement of SQN's appointment and the secondary
placing of the Ordinary Shares held by GLI Finance Limited on 8 March 2017, the Company traded at an average discount
to NAV of 6.9%. Since then, this discount has closed materially. Given the substantial improvement in outlook for the
performance of the Company and the radical changes undertaken, it is hoped that this discount will continue to narrow.

Change of Name

with effect from 28 April 2017, further to the appointment of SQN as the Company's manager and the change of focus to
direct loans, it was considered appropriate to change the name of the Company from The SME Loan Fund plc to SON
Secured Income Fund plc. The ticker for the Ordinary Shares changed from SMEF LN to SSIF LN on 2 May 2017.

Board of Directors ‘
| am pleased to report that, after the changes made to the Board in the last reporting period, its composition has remained
stable and no changes were made during the current reporting period.

The Board has made good progress in engaging with the new management team and have established regular
communications in line with governance guidelines.

As the Board expects the size of the Company to increase substantially over the coming years it has decided to appoint an
additional director. An independent search firm has been employed to find a suitable individual.






SQN Secured Income Fund plc

Strategic Report
Investment Manager’s Report

Introduction .

Welcome to the first Investment Manager’s report under the stewardship of SQON Asset Management Limited (“SQN AM”).
We assumed responsibility far this mandate on 1 April 2017 and | am delighted to report that we have already made
meaningful progress. We are confident that after a thorough strategic review and making our first few investments, the
outlook for the Company is good.

SQN Secured Income Fund plc is an investment company listed on the LSE and domiciled in the UK. 1t invests an a secured
basis in and through smail and medium sized companies in the UK and the rest of the world using fundamental credit skills.

SQN is a credit fund manager with a successful track record in managing assets within an investment company structure
having taunched the SQN Asset Finance Fund in July 2014. The SQN Group has a total of circa £750 million of assets under
management and has a core competency in credit management and we are suitably resourced to deliver income and total
return in line with expectations. Most significantly, we retain our own origination team within the SQN Group which
enables us to build a good pipeline of new investment opportunities. We have offices in the UK and the US.

The addition of SQN Secured Income Fund plc under the SQON umbrella is a perfect complement to the existing strategies
managed by SQN, all focused on secured, credit-driven investments with security provided by underlying assets. Deal flow
for SQN Secured Income Fund plc is a natural progression. of the existing SQN business lines which has historically been
captured by entities with limited UK-focused capacity. SQN Secured Income Fund plc now provides the opportunity to
target these investments that we believe will produce above market, risk-adjusted returns and regular income.

In the short window since our appointment:

e Dawn Kendall was appointed as managing director of SON AM.

e Amberton Asset Management Limited {“Amberton”) was appointed as sub-manager to ensure continuity of
relationships and smooth transition.

e Areview of the platforms has been completed with solid platforms retained.

e Performance of remaining platforms has improved.

e The remaining cash of 31% of the portfolio has been invested under the Company'’s revised mandate, focussed on
direct investments.

e A new business pricing structure has been created at rates between 9.5% and 11.5%, sufficient to increase overall
portfolio yield to meet the return targets.

e The majority of cash has been committed with a healthy pipeline of new opportunities supporting a future capital
raise.

Wwith the introduction of direct lending to the Company's portfolio, an enhanced risk management regime has been
introduced. SQN AM's investment approach recognises the significance of strong processes and a robust governance
regime and, accordingly, each drawdown requires a "triple lock” sign off from its legal, credit and portfolio management
teams. This is in addition to the extensive portfolio management and platform relationship capabilities SQN AM inherited
within Amberton. '

With the revision of the investment objective and policy of the Company, we have pursued investments in four core areas:
secured trade finance, receivable finance, wholesale lending and secured commercial opportunities, including
development loans and commercial property in growth sectors. As is consistent with other SQN AM programmes, we
aim to avoid consumer credit exposure. We consider this to be a prudent approach that reduces risk of correlated
performance with any macro-economic headwinds.
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Strategic Report
Company analytics as at 30 June 2017
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Strategk Report
Principal Risks (contmued}
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SQN Secured Income Fund plc

Governance
Board of Directors

Richard Hills (Non-executive Chairman)

Richard has substantial investment experience, having held senior positions at major fund management houses and a
number of non-executive directorships at investment ¢ompanies, both public and private, covering all the major asset
classes. Richard has also built and successfully sold his own investment management company and has been involved in 2
number of start-up situations including FairFX, the innovative prepaid currency card provider. He is currently Chairman of
Strategic Equity Capital plc and a director of JP Morgan Income & Capital Trust plc and Henderson International Income
Trust plc.

David Stevenson (Non-executive)

David is a financial journalist and commentator for a3 number of leading publications including The Financial Times (the
Adventurous Investor), Investment Week (The Contrarian), Money Week and the Investors Chronicle. He is also executive
director of the world's leading alternative finance news and events services www.altfi.com, which focuses on covering
major trends in marketplace lending, crowd funding and working capital provision for small to medium sized enterprises.
David is also the author of a number of books on investment including the bestselling book on ETFs and their use within
portfolios in Europe for the Financial Times. Before founding www.altfi.com, David was a director at successful corporate
communications business The Rocket Science Group and before that a senior producer in business and science in BBC TV.

Ken Hillen (Non-executive)

Ken has held a number of senior banking roles throughout his career; Including senior corporate director st RBS, managing
director for Scotland and Northern Ireland at Anglo Ifish Bank and, until 2009, head of commeércial and corporate banking
for Scotiand at Bank of Ireland. Ken has a broad experience of non-executive and consultancy roles within financial services
and other sectors, including director and chairman of a financial services business which specialises in the provision of
bridging loans.

14
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SQN Secured Income Fund plc

Governance
Directors’ Report {continued)

SQN US and SQN UK were appointed as Investment Manager to the Company with effect from 1 April 2017. In conjunction
with this appointment, SQN US appointed Amberton as its Sub-investment Adviser with effect from 1 April 2017 in relation
to the Company's existing portfolio of loans originated by or through the Investee platforms.

The Board believes that the appointment of SON US and SQN UK as Investment Manager provides the Company with
access to a broader range of investment management skills. Therefore, on S April 2017 the Board proposed to make
certain changes to the Company's investment objective and investment policy {details of which are set out below) so that
the Company could benefit from this broader range of skills and continue to provide attractive returns to Shareholders.
Following discussions with the Investment Manager regarding the anticipated returns from the Company's portfolio (both
in the shorter and longer terms), the Company rebased its annual dividend target to 6.25p per Share, increasing to at least
7.0p per Share with effect from july 2018. The monthly dividend at the new rate of 0.525p per Share was first paid in June
2017. Over the longer term, the Company will be targeting an annual net asset value total return of at least 8%.*

Having reviewed the operation of the Company's discretionary six-monthly redemption facility for up to 20% of its issued
share capital at a redemption price equal to 99.5% of the net asset value per Ordinary Share and, in particular, the need
to build up cash balances in advance of a redemption date in order to be able to satisfy redemption requests, the Directors
concluded that the redemption facility was an inefficient and inflexible structure that was not well-suited to the less liquid
assets in which the Company invests. Accordingly, the Directors used their discrelion and decided not to implement the
first potential redemption opportunity at 31 March 2017 and proposed that the Company adopt the new Articles of
Association, which remove the provisions relating to the six-monthly redemption facility.

The Directors recognise the importance to Shareholders of increasing the size of the Company in order to increase the
liquidity of its Ordinary Shares in the secondary market. The Directors believe that the Company's prospects for issuing
further Shares in due course have been enhanced significantly by the Secondary Placing and the appointment of the SQN
US and SQN UK as Investment Manager and were further enhanced when Shareholders approved the following at the
extraordinary general meeting held on 27 April 2017:

e The proposed changes to the investment objective and investment policy;

e Authority for the Company to create a share issuance programme for up to 250 million Ordinary Shares and/or C
Shares. Subject to publication of a prospectus by the Company, the share issuance programme may be
implemented by way of a series of placings and tap issues and, potentially, open offers, offers for subscription
and/or intermediaries offers; and

¢ Theadoption of the new Articles of Association which include, amongst other things, a provision for a continuation
resolution (by way of an ordinary resolution) if the Company's net assets at 31 December 2019 are less than £250
million.

At the 27 April 2017 extraordinary general meeting, several changes were approved by Shareholders to the Company's
investment restrictions {calculated based on the Company's gross assets at the time of investment) to reflect the proposed
broader focus of its investment policy:

! This is a target only, not a forecast, based on'a number of assumptions which may not materialise. There can be
no guarantee that this target will be met and this should not be taken as an indication of the Company's expected
or actual future results.
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SQN Secured Income Fund plc

Governance

Directors’ Report (continued)

Revised Investment Prior Investment
Investment Restriction Policy Policy
Geography
- Exposure to UK loan assets Minimum of 60% Maximum of 70%
- Minimum exposure to non-UK loan assets 20% 30%
Duration to maturity
- Minimum exposure to loan assets with duration of less than 6
months None 20%
- Maximum exposure to loan assets with duration of 6 - 18 months
and 18 - 36 months None 40% in each case
- Maximum exposure to loan assets with duration of more than 36
months S0% 40%
Maximum single investment 10% 2.5%
Maximum exposure to single borrower or group ' 10% None
Maximum exposure to loan assets sourced through single alternative
lending platform or other third party originator 25% None
Maximum exposure to any individual wholesale loan arrangement 25% None
Maximum exposure to loan assets which are neither sterling-
denominated nor hedged back to sterling 15% None
Maximum exposure to unsecured loan assets 25% 50%
Maximum exposure to assets (excluding cash and cash-equivalent
investments) which are not loans or investments with loan-based
investment characteristics 10% None

Results and Dividends
The results of the Company for the year are shown on page 38.

Further details, including details of future developments, are provided in the Chairman’s Statement and Investment
Manager’s Report.

The Company distributes at least 85% of its distributable income by way of dividends on a monthly basis. During any year,
the Company may retain some of the distributable income in a subsequent month to that in which it arises in order to
smooth dividend amounts or for the purposes of efficient cash management.

The Company elected to designate all of the dividends for the year ended 30 June 2017 as interest distributions to its
Shareholders. In doing so, the Company took advantage of UK tax treatment by "streaming” income from interest-bearing
investments into dividends that will be taxed in the hands of Shareholders as interest income.

The Company has (to date) announced dividends of 6.38p per Ordinary Share out of the profits for the year ended 30 June
2017, of which 5.33p per Ordinary Share were provided for in these financial statements. In accordance with IFRS,
dividends are only provided for when they become a contractual liability of the Company. Therefore, during the year a
total of £3,792,000 was incurred in respect of dividends, none of which was outstanding at the reporting date, but the
twentieth and twenty first dividends of £276,000 each had not been provided for at 30 June 2017 as, in accordance with
IFRS, they were not deemed to be liabilities of the Company at that date.

The Directors do not recommend the payment of a final dividend for the financial year.

Net Assets
At 30 June 2017, the Company had net assets of £52,048,000 (2016: £53,400,000).
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Governance

Directors’ Report (continued)

:Going Concern

‘After undertakmg prudent and robust enquiries, and assessing all data relating to the Company's |IQUIdlty, the Directars
have a reasonable expectation that the Company has’ adequate resources to continue in operational existence for the
foreseeable future and do not consnder there to be any threat to the gomg concern status of the Company. For thus reason
they have adopted the gomg ‘concern basis in preparing the Financial Statemments.

The Directors have asséssed the prospect.s of the Company over the three year ‘period to 30 June 2020. The Directors
believe this perlod to ‘be appropriate as any forecast beyond three years would” llkely produce ﬁgures that were ‘too’
uncertain to be meaningful.

In their assessment of the vrabnhty of the Company, the Directors have considered the Company’s pnnctpal risks :and
u ncertalntles together with the Company S mcome and expendlture pro;ectlons and sensmvlty analyses were runto model
the ﬁnancnal impact of changes in plausrble lmpa _ent rates.. The Dlrectors also noted the relatwely liquid nature of the'
Company s portfollo whlch could be utulrsed to meet fundmg requnrements if necessary

W|th the mvestment objectuve and pollcy, asset allocatlon ‘the portfoho flSk proﬂle, counterparty exposure, |quldIlV usk :
fore_agn exchan_ge__.rlsk.and financial gontrols.‘

jBased on the above evaluatuon ‘the Directors concluded that there i lS a reasonable expectatuon that the Cornpany will be
able to continue in operatlon ‘and meet its habllmes as they fall due’ over the three year perlod to 30 June 2020.

Litigation
So far as the Directors are aware, no lmgatnon or claim of material nmportance is pendmg or threatened against the
'Company

Internal Control and Fmancual Reportlng

have been established to, provlde effectuve lnternal controls are as follows

‘. The Admlmstrator is respons-ble forthe provision of administration and company secretarial duties;

e The dutles of lnvestment management and accounting are segregated. The procedures are demgned to
complement one another

vterms of thelr contracts and

. The Board reviews ﬁnanctal information produced by the Company [ Investment Manager and the Admmlstrator.
ona regular ba5|s

The Cornpany does not have an mternal audlt department All of the Company s management functuons are delegated to

Accordmgly, the ternal control systems ‘are des:gned to manage rather ‘than, ehmmate the nsk of fallure to achleve
‘business ObJeCtIVES and by thelr nature, can-: only provtde reasonable and .riot absolute assurance agamst mlsstatementl

and Ioss
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Governance
Directors’ Report (continued)

The Board has considered the FRC guidance on risk management, internal control and related financial and business
reporting dated September 2014 that applies from 1 October 2014. The Board is responsible for ensuring the maintenance
of a robust system of internal control and risk management and for reviewing the effectiveness of the Company’s overall
internal control arrangements and processes following recommendations from the Audit and Valuation Committee.

The appointment of the SQN US as the Alternative Invéstment Fund Manager under the Alternative Investment Fund
Managers Directive means that it is responsible for operating the Company’s internal system of control and for initially
reviewing its effectiveness. Such systems are however designed to minimise the risk and not entirely eliminate risk; they
can provide only reasonable and not absolute assurance against material misstatement or loss.

Financial Risk Profile

The Company's financial instruments comprise loans, bonds with loan type characteristics, investments at fair value
through profit or loss, cash and cash equivalents, other receivables and other payables that arise directly from the
Company's operations.

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 24 to the financial statements. The principal risks faced by the Company are outlined
on pages 11 and 12.

Material Contracts
The Company’s material contracts are with:

SQN Asset Management Limited, which acts as joint Investment Manager;

SQN Capital Management, LLC, which acts as joint [hvestment Manager and AIFM;

Cantor Fitzgerald Europe, which acts as Broker;

Elysium Fund Management Limited (“Elysium”), which acts as Administrator and Company Secretary;
Butterfield Bank (Guernsey) Limited, which acts as Banker; and

e (Capita Asset Services, which acts as Registrar.

In addition, Amberton Asset Management Limited, which acts as Sub-Investment Adviser, and until 31 March 2017 acted
as the investment manager, provides investment advisory services to the Company under a contract with the Investment
Manager.

Taxation

The Company is exempt from UK corporation tax on its chargeable gains as it satisfies the conditions for approval as an
investment trust. The Company is, however, liable to UK corporation tax on its income. However, the Company has elected
to take advantage of modified UK tax treatment in respect of its “qualifying interest income” in order to deduct all, or part,
of the amount it distributes to Shareholders as dividends as an “interest distribution”.

During the year, £5,000 was incurred in respect of taxation, being tax charged on the balance of the 2016 taxable income
not distributed by way of dividend (see note 12 for further details).

Capital structure and share issues
The Company has 52,660,350 Ordinary Shares (of 1 pence each) inissue, together with 50,000 Management Shares (of £1
each) at £1 each.

Substantial shareholdings

Until Maich 2017, GLI Finance Limited held 25,270,763 Ordinary Shares {47.99% of the Ordinary Shares in issue). On 10
March 2017, the Secondary Placing of these shares was successfully completed (see page 15).
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Governance
Directors’ Report (continued)

Substantial shareholdings (continued)
As at 30 June 2017, the Company had been informed of the following notifiable interests of 3% or more in the Company’s
voting rights in accordance with Disclosure and Transparency Rule 5.1.2:

Number of Percentage

Shareholder Ordinary Shares holding
Somerston Golf GP Limited 14,725,000 27.96
CG Asset Management Limited 4,250,000 8.07
SQN Asset Management Limited 3,300,000 6.27
Jupiter Asset Management Limited 2,943,000 5.59
Albion Resources 2,690,000 5.11
CQS Management 2,583,000 4.91
Pictet Asset Management 2,500,000 4.75
AXA Investment Managers 2,500,000 4.75
Staude Capital 2,436,000 4.63
Killik Asset Management 2,259,243 4.29
Winterflood Securities 2,025,136 3.85

There were no changes ta any of the above holdings between 30 jJune 2017 and the date of this report.

Letters of appointment and election of Directors

Biographies of the Directors are set out on page 14 and demonstrate the wide range of skills and experience each brings
to the Board. The Directors were identified and interviewed prior to their appointments and advice was taken in respect
of their appointment from the Company’s other relevant advisers.

During the year and to date, the following served as Directors of the Company:

Date of oppointment Date of resignation
Richard Hills {Chairman) 13 July 2015 -
David Stevenson 13 July 2015 -
Ken Hillen 21 June 2016 -
Nick Brind 13 july 2015 22 July 2016

Each Director signed a letter of appointment to formalise the terms of their engagement as a Director. The terms of those
letters of appointment specify that independent non-executive Directors are typically expected to serve an initial three
year term, subject to retirement by rotation in accordance with the Company’s Articles of Association. Continuation
beyond the initial three year term will be subject to re-election by the Shareholders. Copies of the letters of appointment
are available on request from the Company Secretary and will be available at the Annual General Meeting (“AGM").

Directors’ interests
At 30 june 2017, the Directors’ interests in the shares of the Company were as follows:

Ordinary shares
David Stevenson 20,256
Richard Hills 15,294
Ken Hillen 5,000

During the year, no Director had a material interest in a contract to which the Company was a party (other than their own
letter of appointment), requiring disclosure under the Companies Act 2006.

There were no changes in the interests of Directors between 30 June 2017 and the date of this report.

Political donations _ ‘ . »
The Company made no political donations during the year to organisations either within or cutside of the EU {2016: nil}.
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SQN Secured Income Fund pic

. Goverance
Directors’ Report (continued)
Statement of Directors’ Responsibilities

The Directors are respons:ble for preparing the Directors’ Report Strategrc Report, Directors’ Remuneration Report and
the Fmancual Statements if accordance with appllcable laws and regulatrons

‘Company Law reguires the Directors- to prepare Flnancral Statements for each. frnancral period. The Directors have
prepared Financial Statements in accordance with International Fmanctal Reporting Standards (“IFRS”) as adopted by the
European Union (',’EU“)

The Financial Statements are required by law and IFRS’ adopted by the-EU to present farrly the flnanctal position of the

-Company and of the fnancual performance of the Company The Compames Act 2006 provrdes in relatton to such fmancual
1statements that references in the relevant part of that Act to ﬁnanctal statements giving a true and fair view are references
1o thelr achtevmg a farr presentatron

Under company law the Directors.must not approve the FlnanC|al Statements unless they are satisfied that they give a true
'and fair view of the state of affairs. of the Company and of the. prof't or Ioss of the Company for that period.

In‘preparing the Financial Statem_ents the Directors are reguired to:
select suitable accounting policies and then‘apply them consistently;
make judgements'and 'accoun'tlng es'tim"ates'that are reésbnable and prudent;
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“The Dnrectors are respons:ble for keepmg adequate accountmg records that are sufﬁcuent to show and explam the

enable them to ensure that the fmancual statements and the Durectors Remuneratnon Report comply with the Compames
Act 2006 and, as regards the Financial Statements Artacle 4 of the IAS Regulatron They are also responsible for taking
such steps as'are reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud and
other irregularities.

rD;rectors statement pursuant to the Dlsclosure and Transparency Rules
‘Each. of the Durectors whdse names and functions are listed in‘the Diréctors Report confirm that, to the best of - each
person’s knowledge:

o the Flnancral Statements, prepared in accordance with’ IFRS as adaopted by the’ EU glve a true and fair view of the
assets, liabilities, financial posmon and proﬁt of the Company, and
. the Strateglc Report contamed in the Annual Report mcludes a fa|r feview of the deveiopment and performancev

nsks and uncertamtles that they face

The | Dlrectors are responsnble for the. maintenance and mtegrrty of thecorporate and financial information included on
SQN Secured ihcome Fund plc’s website.

'Leglslatlon in the United ngdom governmg the preparatron and drssem«natlon of financial statements may differ from
‘leglslatron in otherjurl ict v v

Richard Hills n Hiller
Chairman. - " Director.
8 September. 2017 8 September 2017
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SQN Secured Income Fund plc

Governance
Corporate Governance ‘Report (contmued)

The Board and its committees {continued)

The Board may also delegate certain functions to other pames, in partlcular the Directors may delegate to the Investment
Manager. However, the Directors retain responsibility for exercising overall control and supervision of the Investment
Manager. Matters reserved for the Board include, amongst others; approval and oveérsight of the Company’s investment
activities by ensuring that the :Company has complied with its investment restrictions. The Board:also reviews the
performance of the Company against its target return (as deﬁned in the Prospectus) and, in light of the current market
condltlon, considers the strategy taken by the. lnvestment Manager Approval of the. half-yearly report -and l"nancral_
‘statefnents, announcements, dividends and annual report and financial statémerits aré also reserved for the Board.

Audit and Valuatron Commlttee '
The Company s Audlt and Valuatlon Commlttee comprrsmg all the mdependent Directors of the Company, meets at feast

~The Audit and Valuation Committee:
¢ Monitors the financial reporting process;
.. Momtors the effectiveness of the Company sinternal control and nsk management systems;
2 Monltors the: annual statutory audit process;’
Reviews and . momtors the mdependence of the Company s auditors in partlcular in relation to the auditor's’
provuswn of addmonal servnces to the Company,
‘Rewews the whnstleblowmg procedures of the lnvestment Manager and

Monogement Engagement Commlt'tee
The Company S Management Engagement Commrttee compnsmg all the' mdependent Directors of the Company, meets

at least onice a year. Richard Hills is the charrman of the Management Engagement Committee.

The Management Engagement Commlttee, shall amongst -other things, review the actions and judgements of the
Investment Manager and also the terms of the Investrhent Management Agreement It will also réview the performance
of and agreements wlth,other service providers. The most recent évaluation found that, at a‘minimum, all service provrders
were rated satisfactory.

Remuneratron and Nominations Comm/ttee

The Cornpany S. Remuneratlon and Nomlnatlon Cormmittee, chaired by David Stévenson, consrsts of all the Directors and
meets at least once annually to ensure that the Board has an approprrate balance of skills to carty out its fiduciary duties
and to select and_ypropo’se suitable candidates when necessary for appointment.

The Board takes into account both the drversuty, lncludrng gender durlng the appointment process However the Board.
is‘committed to: apporntlng thé miost appropnate candidate. ‘Therefore, no targets have been set: against whichto report.

The Remuneration ‘and Nominations Committee undertakes.an annual jperformance evaluation of the Board, its
Compmittees, individual .Diréctors and ‘Chairman, to ensure that -all its members have devoted ‘sufficient time and
contnbuted .adequately-to the work of the Board The Chanrman reviews wrth each: Director their performance and the
Board ‘reviews the Chairman's performance in’ the Inght of these evaluattons the: Remuneratlon and Nominations
,Commrttee makes recommendatrons to the Board concermng the reapporntment by shareholders of any Dlrector under
‘Commrttee also revrews Dlrectors fees and makes recommendatlons to’ the Board as and when requtred in relation to
remuneration policy.

,Each Drrector submlts 3 list of potentral confl:cts of interest at each Board meetlng These are consrdered carefully, takmg.
-into account the circumstances surrou ndlng thern- and if consrdered appropnate are approved by the Board,
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'Govemance
Corporate Governance Report {continued)

Board meeting attendance

During the year, the Company held fourteen Board meetings, eight Committee meetings, three Audit and Valuation
Committees meetings, one Management Engagement Committee meeting and one Remuneration and Nominations
Committee meeting. Attendance at these Board and Committee meetings is detailed below:

Number of meetings
' Remuneration
Committees Auditand  Management: and
of the Valuation Engagement Nominations
Board Board Committee Committee Committee
Richard Hills 14/14 1/8 3/3 1/1 1/1
Ken Hillen 11/14 8/8 3/3 1/1 1/1
David Stevenson 13/14 0/8 3/3. 1/1 - 1/1
Nick Brind 1/2 0/0 0/0 0/0 0/0

Richard Hills and David Stevenson did not attend ali of the meetings of committees of the Board as they were not required
to.

Board’s performance evaluation

During the year, the Board undertook its first performance evaluation. As part of the evaluation, the Chairman met the
individual Directors for the purpose of a formal and rigorous performance appraisal and consideration of each Director’s
independence. The Directors met, without advisers present, to appraise the Chairman’s performance. Going forward, any
training needs identified as part of the evaluation process will be added to the agenda of the next Board meeting.

Relations with Shareholders and Annual General Meeting

The Company encourages two-way communication with both its institutional and private investors and intends to respond
quickly to queries raised. All Shareholders have the opportunity to attend and vote, in person or by proxy, at the AGM,
which will be held at 12:00pm on 8 December 2017. The notice of the AGM, which will be circulated to all registered
Shareholders with at least twenty-one days’ notice, sets out the business of the meeting and an explanation of each
proposed resolution. - Separate resolutions are proposed in respect of each substantive issue.

Shareholders are encouraged to attend the AGM and to participate in the proceedings. The Chairman of the Board and
other members of the Board, together with representatives of the Investment Manager, wili be available to answer
Shareholders’ questions at the AGM. Proxy voting figures will be available to Shareholders at the AGM.

The Investment Manager hold regular discussions with major Shareholders, the feedback from which is provided to, and
greatly valued by, the Board. The Directors are available to enter into dialogue and correspondence with Shareholders
regarding the progress and performance of the Company.

On behalf of the Board
Richard Hills
Chairman

8 September 2017
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Goyernange ‘ o ’
Audit and Valuation Committee Report

Composition
The Audit'and Valuation Committee, comprises all the independent Directors of the Company and is chaired by Ken Hillen.
Ken Hillen has substantial business experience together with the necessary experience in accounting and auditing.

Responsibilities

‘The Audit and Valuation Committee monitors the integrity of the financial statements of the Company, nncludmg its annual

and half-yearly reports and any other: formal announcements relating to its financial performance and review significant
financial reporting issues andjudgeme_nt which they contam having rega_rds to matters communicated by the auditor.

The Audit and Valuation Committee monitors potential changes to the 'UK Corporate Governance Code, AIC Code and €U
legislation relating to appointment of audltors restrictions on the non-audit services provided by external auditors and
the fees they receive.

The key responsibilities and principal activities of the Audit and Va!uatlon Committee, as identified.in its terms of reference
and other than as mentioned above, are as follows

s toreview, and challenge where necessary, the consistency 'of, and any changes to, significant accounting policies
on a year on year basis across the Company; ' ' '

¢ to review and monitor the Company’s financial reporting processes and consider the effectiveness of the
Company s internal financial control policies and procedures-

e toreéview and chailenge the going concern assumption;

e toreview the content of the Annual Report and Financial Statements and decide on whether, taken as a whole, it
is farr balanced and understandable and provides the information necessary for Sharehglders to assess the
Company ] posmon and performance business model and strategy;

e to review and approve the annual 3udit plan with the external auditor and ensure that it is consistent with the
scope of the audit engagement {after prior review by the Audit and Valuation Cominittee chairman), having regard
to the seniority, expertise and experience of the audrt team;

e toview the findings of the audit with the external audrtor |ncludmg dlscussmg the major issues that arise dunng
the audit, the key accounting and audit Judgements the levels of errors identified during the audit and the
effectiveness of the audit process

e toreview any representation Ietters requested by the external atiditor (and/or responses from the management)
before they are signed by the Board;

e ‘toassess annually the external audrtor 's independence and objectivity and the effectrveness of the audit process
taking into account relevant UK law, professronal -and reguiatory requrrements and the relatronshrp with the
external auditor as a whole, mcludmg the provision of any non-, -audit services;

# to review the adequacy and effectiveness of the Company's internal financial controls and internal controiand
risk management systems and review and approve the statements to be included in the annual report concerning
-mternal controls and risk management;

e to momtor the mtegnty ‘of the recommended valuations and any |mparrment of loans made by the Investment
Manager and to recommend vaiuatnons/rmpalrment of the Company’s lnvestments to the Board and

* toarrange for penodlc reviews of its own performance and, at least annually, revrew its constltutuon and terms of
reference to ensure itis operatmg at maximum effectweness and recommend any changes it considers necessary

As the Company has no emp!oyees, the Company does not have whistleblowing policy and procedures i in place. However,

the Audit and Valuation Commrttee revnews the wh|stleblowmg procedures ‘of the tnvestment Manager and certain other’
external service providers to énsure that the concerns of its staff may be raised in'a conf‘dentral manner.
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Govemance

The' feedback provrded by the lnvestment Manager, Sub- Investment Advrser and the Admmrstrator regardmg the audlt:
-tearn s performance was posmve The Audit and Valuation' Commrttee T knowl' d 'ed that the audit team, mcludmg the
3y dit partner, comprlsed staff wnth appropnate levels of knowliedge: and’ experi¢ « ordmgly, the Audlt and Valuatron
Committee has recommended to thé Board that RSM UK Audit LLP be re- appom ed ‘as Auditorat the forthcommg AGM

_RSM UK Audit LLP has confirmed its wulhngness to continue in office.

_(2016 £15 000) was in respect of tax services; and £m| (2016 £62 000) related 1o, repomng accountant and tax work on
‘the !PO

On behalf of the Audit and Valuatnon Commlttee

‘ -Ken Hrllen
'Chalrman of the Audrt and Valuat:on Commlttee
8 September 2017
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SQN Secured Income Fund plc

Governance
Directors’ Remuneration Report (continued)

Remuneration policy (continued)

All of the Directors are also entitled to be paid all reasonable expenses properly incurred by them in attending general
meetings, board or committee meetings or otherwise in connection with the performance of their duties. The Board may
determine that additional remuneration may be paid, from time to time, to any one or more Directors in the event such
Director or Directors are requested by the Board to perform extra or special services on behalf of the Company. The
Directors do not participate in any discussions relating to their own fee, which is determined by the other Directors.

The Company does not pay any remuneration to the Directors for loss of office.

On termination of the appointment, Directors shall only be entitled to such fees as may have accrued to the date of
termination, together with reimbursement in the normal way of any expenses properly incurred prior to that date.

During the first financial period, being the period ended 30 june 2016, your Directors were called upon to undertake a
number of additional responsibilities relating to the Company and its operations as evidenced, in part, by the 15 Board
meetings which took place during that period. In recognition of that, the Board awarded both Richard Hills and David
Stevenson an additional £10,000 remuneration, to be used to purchase Ordinary Shares of the Company. This was paid in
December 2016 and Richard Hills and David Stevenson purchased shares in March 2017, when the Company was out of a
close period.

Ken Hillen was asked by the Board to perform additional duties relating specifically to the loans held within the Company's
portfolio. These duties involved monitoring the risk profile of the portfolio in greater detail and attending regular meetings
with SQN Asset Management Limited to review the composition of the loan portfolio. He also has sight of credit proposals,
as an observer only, above an agreed upon threshold. The Board believes that this increased level of oversight by the
Board is to Shareholders' benefit. To reflect the extra time commitment required of Ken Hillen, the Board awarded him
an additional £10,000 per annum compensation, for as long as this situation continued.

Annual report on remuneration

Service contracts obligations and payment on loss of office

No Director has a service contract with the Company and, as such, no Director is entitled to compensation payments upon
termination of their appointment or loss of office.

Total remuneration paid to each Director
The total remuneration of the Directors for the year ended 30 June 2017 was:

Year ended 30 June Period ended

2017 30 June 2016

£ £

Richard Hills 47,500 ) 23,253
Ken Hillen (oppointed on 21 June 2016) 41,250 820
David Stevenson ' 37,500 19,298
Nick Brind (resigned on 22 July 2016) 2,083 19,298
Norman Crighton (resigned on 21 June 2016) - 26,013
Total 128,333 88,682

All of the above remuneration relates to salary.and fees.

Directors are not eligible for bonuses, share options or long-term incentive schemes or other performance-related benefits.
There are no pension arrangements in place for the Directors of the Company. Accordingly, there were no other items in
the nature of remuneration, pension entitlements or incentive scheme arrangements which were paid or accrued to the
Directors during the year (2016: none).

During the year, no payments were made to persons who had previously been Directors of the Company (2016: none).
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Governance
Directors’ Remuneration Report (continued)

Board diversity

Currently the Board has three male Directors. The Remuneration and Nominations Committee considers the current
structure, size and composition required of the Board, taking into account the challenges and opportunities facing the
Company. In considering future candidates, appointments will be made with regard to a number of different criteria,
including. diversity of gender, background and personal attributes, alongside the appropriate skills, experience and
expertise.

The Remuneration and Nominations Committee, and the .Board, are committed to diversity at Board level and are
supportive of increased gender diversity. The Remuneration and Nominations Committee will prioritise gender diversity
when making future recommendations.

implementation of Remuneration Policy

The Company implemented the Directors’ Remuneration Policy, after receiving Shareholder approval at the Company's
AGM, in the financial year in line with the approach taken to Directors’ remuneration during the year under review. This
included a review of fees agaihst peer companies and ifi light of the time commitment and skills of the Diréctors. However,
the Remuneration and Nomination Cor_nrriittee did not recommend any change to those noted in the Remuneration Policy.

On behalf of I
e

David Stevenson
Chairman of the Remuneration ond Nominations Committee
8 September 2017
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Governance
Regulatory Disclosures

AIFMD disclosures

In accordance with the Alternative Investment Fund Managers Directive (“AIFMD"}, the Company is classified as an
Alternative Investment Fund (“AlF”) and has appointed SON US, with effect from 1 April 2017, as its Alternative Investment
Fund Manager (“AIFM”) (previously Amberton Asset Management Limited “Amberton”) to provide portfolio management
and risk management services to the Company in accordance with the investment management agreement.

The Company is categorised as an externally managed European Economic Area ("EEA”) domiciled AIF for the purposes of
the AIFMD. As SQN USin a non-EEA AIFM, SQN US is only subject to the AIFMD to the extent that it markets an EEA AIF in
the EEA. Therefore, SON US is required to make certain financial and non-financial disclosures.

Report on remuneration

The AIFMD requires certain disclosures to be made with regard to the remuneration policy of the Company’s AIFM. The
total remuneration of the staff of Amberton during the nine months ended 31 March 2017 was £354,000 (2016: £244,000
for the period ended 30 June 2016}, comprising £290,000 fixed and £64,000 variable remuneration (2016: £221,000 fixed
and £23,000 variable remuneration). There were six beneficiaries. The aggregate amount of remuneration of senior
management and members of staff of Amberton whose actions had a material impact on the risk profile of the Company
during the period ended 31 March 2017 was £252,000 (2016: £244,000).

The total remuneration of the staff of SQN US during the three months ended 30 June 2017 was £460,000 {2016: n/a), all
fixed remuneration. There were seven beneficiaries. The aggregate amount of remuneration of senior management and
members of staff of SQN US whose actions had a material impact on the risk profile of the Company during the period
ended 30 June 2017 was £84,000 (2016: n/a).

Risk disclosures
The financial risk disclosures relating to the risk framework and liquidity risk, as required by the AIFMD, are set out in note
24. ‘

Pre-investment disclosures

The AIFMD requires certain information to be made available to investors in Alfs before they invest and requires that
material changes to this information to be disclosed in the annual report of each AIF. The Company’s Prospectus, which
sets out information on the Company’s investment strategy and policies, leverage, risk, liquidity, administration,
management, fees, conflicts of interest and Shareholder information, is available on the Company’s website
(www .thesmetoanfund.com). Except for the changes to the investment restrictions, which were approved by Shareholders
at the general meeting held on 27 April 2017, there have been no changes to this information requiring disclosure. Any
information requiring immediate disclosure pursuant to the AIFMD will be disclosed to the London Stock Exchange.
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SQN Secured Income Fund plc
Independent Auditor’s Report to the memhers.of SQN Secured Income Fund plc

Opmion on financial statements

Wehave audited the financial statements of SQN Secured Income Fund Pic for the year ended 30June 2017 Wthh compnse
.Statement of Comprehensave income, Statement of Changes in Equrty Statement of Financial Position, Statement of Cash
Flows and notes to the financial statements, mcludmg a summary of srgmﬁcant accountmg pollcues The financial reportmg
framework that has been applled iin their preparation iis applicable law ‘and lnternatronal Financial Reporting Standards
{IFRSs) as adopted by the European Union.

In our opxmon the financial statements

K ,glve a'true and fair view of the state of the company's affairs as at 30 June 2017 and ofits profit for the year then
ended

* have been properly prepared in accordance with IFRSs as adopted by the European Union; and

® have been prepared in accordance with the requirements of the Compames Act 2006

Basis for oplmon

We conducted our audlt in accordance with Internatnonal Standards on Audrtmg (UK) (lSAs (UK)) and applrcabie Iaw Our
.statements sectton of our réport: We are mdependent of the company m accordance wrth the ethlcal requrrements that
-are relevant to our audit of the ﬂnancnal statements in the UK, including ! the FRC's Ethrcal Standard and we have fulfilled

our other eth|cal responsxblhtres in accordance wrth these requnrements We beheve that ‘the audit evidence we have

Conclusions relatlng to going concern )

we have nothrng to report in respect of the followmg matters |n relation to which the 1SAs (UK) requiré us to’ reportto you

where:

e the Directors’ use of the going concern basis of ‘accounting in the: preparatlon of the financial statements is not-
approprlate, or

& the Directors have not disclosed in the financial statements any identified material uncertainties that may cast
S|gmﬁcant doubt about the company S ablllty to contmue to adopt the gomg concern bas:s of accountmg for a period

of at Ieast twelve months from the date when the ﬁnancral statements are authorised for issue.

;Key’ audit matters '

we do not provtde a separate oprmon on these matters

Investments - Valuation

;RlSk

in respect of non performmg Ioans

The Company’s accou ntmg pollcy for Ioans is dlsclosed in Note 3(b) within the 'Slgnlﬂcant accountlng polrcnes
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SQN Secured Income Fund pic
Independent Auditor’s Report to the members of SQN Secured Income Fund plc (continued)

Opinions on other matters prescrcbed by the Companies Act 2006
In our ‘opinion the part of the Directors’ Remuneratlon Report to be audited has been properly prepared in accordance
with the Compames Act 2006.

e the mformatlon gwen in the Strateglc Report and the Directors® Report for the financial year for whnch the financial
statements are prepared is consistent with the fi nancual statements and
] the__,Strategrc Report and the Directors" Report have been prepared in accordance with applicable legal requirements.

Matters on which we are requtred’to report by exception
In the light of the knowledge and understandmg of the company and its environment obtainéd i in the course of the audrt )
we have not identified material mlsstatements in the Strategic Report ( or the Directors’ Report:

We have nothmg to report |n respect of the followmg matters in re!atton to whtch the Compames Act 2006 requnres us toj
-report to you'if, in our opmnon
U adequate accounttng records have not been kept by the Company, or returns adequate for our audit have not been
recelved from branches not vrsrted by uS; ¢ or
. the ﬁnancral statements and the part of the Directors’ Remuneratioh Report to be audited are not in agreement with
the accountmg records and returns or
e certain disclosures of Dircctors’ remuneration specified by law are not made, or
#  we have hot received all the information and explanations we require for-our audit.

Responsrbtlrtres of diréctors
'As explamed more fully m the D|rectors Responsnbuhtres Statement set out on page 22; the Dlrectors are responSIbIe for.

control as the Dnrectors determtne is necessary to enable the preparatlon of fmanctal statements that are free from
matenal misstatement, whether due to fraud or error.

In prepanng the ﬁnancral statements the: Dnrectors are responsrble for assessmg the Company s abnllty to contmue as a
unless the Drrectors elther mtend'to Irowdate the Company or to cease operatnons, or ‘have no reallstlc alternatnve butto:
do s0.

Auditor’s responsibilities for the audit of the financlal statements

‘Our ob;ectlves are to obtarn reasonable assurance about" whether the f'nancual statements as a3 whole are free from
materlal mnsstatement whether dué to fraud or ‘error, and Ao issue an audntors report that mcludes -our oplmon
.,Reasonable assurance is 3 hrgh Ievel of assurance, but is not a guarantee that an audrt conducted in accordance wrth ISAs
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SQN Secured Income Fund plc
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SQN Secured income Fund plc

Statement of Cash Flows
for the year 30 June 2017

Cash flows from operating activities
Net profit before taxation
Adjustments for:
Movement in unrealised gains on loans
Movement in unrealised gain on investment at fair value through profit or loss
Movement in unrealised gain on investment in subsidiary
Movement in unrealised gain on derivatives
Realised gain on disposal of loans
Realised gain on disposal of investments at fair value through profit or loss
Realised gain on disposal of subsidiary
Realised loss on derivatives
interést received and reinvested by platforms
Capitalised interest
Decrease/(increase) in investments

Net cash inflow/(outflow)} from operating activities before working capital changes
Increase in other receivables and prepayments
increase in other payables and accruals

Net cash inflow/{outflow) from operating activities

Cash flows from financing activities
Proceeds from issue of Management Shares
Proceeds from issue of Ordinary Shares
Share issue costs paid

Dividend paid

Net cash {outflow)/inflow from financing activities

Increase in cash and cash equivalents in the year/period
Cash and cash equivalents at the beginning of the year/period
Cash and cash equivalents at 30 June 2017

Supplemental cash flow information

Non-cash transaction — receipt of seed portfolio for issue of Ordinary Shares
Non-cash transaction - interest received and reinvested by platforms

Year ended 30
June 2017
£000

2,445

718
193
677
{127)
{782)
(260)
(673)
1,008
{1,596)

11,710

(3,924)

(3,924)

The accompanying notes on pages 43 to 63 form an integral part of the financiol statements.
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Period from 13
July 2015
{incarparation) to
30 June 2016
£000

3,655

(939)
(242)
(677)
(23)
1,214
(1,505)
(23)
(9,439)
(7,979)
(624)
260

{8,343)

50
12,801
(473)
(1,843)
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SQN Secured Income Fund plc

for the year ended 30 June 2017

2. Statement of compliance (continued)

€) Segmental reporting

The Directors are of the opinion that the Company is engaged in a ‘single economic-ségmeént of business, being investment
in a range of SME loan assets.

d) Use of estimates and Judgements

'The preparation of financial statements i iri conformity with IFRSs réqiiires management to make judgements, estimates and
‘assumptions that affect the application of policies and the reported amounts of assets and habllmes income and expenses.
.The'e's'trmates and associated assumptrons are based on hlstoncal expenence and various other factors that are believed to
be reasonable under the circumstances, the results of whichform the basis of making the judgements about carrying values

‘of assets and liabilities that are not readily apparent from other sources. ‘Actual results may differ from these estimates.

The estlmates ‘and underlyung assumptions are’ rewewed on an ongomg basrs Revisions to accountmg estrmates ‘are
recogmsed in the perlod in Wthh the estimate-is revised, if the revision affects only that- perlod or in'the period of the
revision and futu_r_e_ perrqu if the revision affects both current and future penods

Judgements made by management inthe application of IFRSS that have a significant effect on thé financial statements and
estimates with a significant risk of material adjustment in the next year are discussed in note 4.

3. significant accounting policies

a) Foreign currency

Forelgn currency transactrons are translated rnto Sterhng usmg the exchange rates prevarhng at the dates of the transactrons
exchange rates of monetary assets and Irabrlmes denomrnated rn forergn currencres are recogmsed in the Statement of
Comprehensnve lncome Translatlon differences on. non- monetary financial assets and habilities are recognlsed in the
Statement of Comprehensrve |ncome

b) Financial assets and lrabrlmes
The | ﬁnanccal assets and Inabrlmes of the Company are defined as loans, bonds with loan type charactenstucs, investments at
fair value through proflt or loss,-cash'and cash equrvalents other recéivables and other payables. '

;Récognition

provuslons of the |nstrument Purchases and sales of fnancral assets that requvre delrvery of assets wrthm the tume frame
generally established by regulatron or conventuon inthe marketplace are recognlsed on the trade date, i e. the date that the'
‘Company commits to purchase or sell the asset.’

. Initial measurem'éht
Frnancral assets and ﬁn ne




SQN Secured Income Fund plc

Notes to the Financial Statements {continued)
for the year ended 30 June 2017

3. Significant accounting policies (continued)

b) Financial assets and liabilities {continued)

Subsequent measurement

After initial measurement, the Company measures financial assets designated as loans and receivables, and financial
liabilities not designated as at fair value through profit or loss, at amortised cost using the effective interest rate method,
less impairment allowance. Gains and losses are recognised in the Statement of Comprehensive income when the asset or
liability is derecognised or impaired. Interest earned on these instruments is recorded separately as investment income.

After initial measurement, the Company measures financial instruments which are classified at fair value through profit or
loss at fair value. Subsequent changes in the fair value of those financial instruments are recorded in net gain or loss on
financial assets and liabilities at fair value through profit or loss.

Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar assets) is derecognised where:
- The rights to receive cash flows from the asset have expired; or
- The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a “pass-through” arrangement; and
- Either (3) the Company has transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset. :

When the Company has transferred its rights to receive cash flows from an asset (or has entered into a pass-through
arrangement) and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
cantrol of the asset, the asset is recognised to the extent of the Company’s continuing involvement in the asset.

The Company derecognises a financial liability when the obligation under the liability is discharged, cancelled or expires.

Impairment
A financial asset is impaired when the recoverable amount is estimated to be less than its carrying amount.

An impairment loss is recognised immediately in the Statement of Comprehensive Income, unless the relevanit asset is
carried at a revalued amount, in which case the reversal of the impairment is treated as a revaluation decrease.

c) Cash and cash equivalents
Cash and cash equivalents are defined as cash in hand, demand deposits and short-term, highly liquid investments readily
convertible to known amounts of cash and subject to insignificant risk of changes in value. '

d) Receivables and prepayments

Receivables are carried at the original invoice amount, less allowance for doubtful receivables. Provision is made when there
is objective evidence that the Company will be unable to recover balances in full. Balances are written-off when the
probability of recovery is assessed as being remote.
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SQN Secured income Fund plic

Notes to the Financial Statements (continued)
for the year ended 30 June 2017

3. Significant accounting policies (continued)
€) Transaction costs
Transaction costs incurred on the acquisition of loans are capitalised upon récognition of the financial asset.

f) income and expenses
Bank interest and loan interest are recognised on a time-proportionate basis using the effective interest rate method.

Dividend income is recognised when the right to receive payment is established.

All expenses are recognised on an accruals basis. All of the Company’s expenses (with the exception of share issue costs,
which are charged directly to the distributable reserve) are charged through the Statement of Comprehensive Income in the
period in which they are incurred.

g) Taxation

The Company is exempt from UK corporation tax on its chargeable gains as it satisfies the conditions for approval as an
investment trust. The Company is, however, liable to UK corporation tax on its income. However, the Company has elected
to take advantage of madified UK tax treatment in respect of its “qualifying interest income” in order to deduct all, or part,
of the amount it distributes to Shareholders as dividends as an “interest distribution”.

h) Changes in accounting policy and disclosures

New and amended standards and interpretations

The accounting policies adopted are consistent with those of the prevnous financial year.. The Company adopted the
following new and amended relevant IFRS in the year:

IFRS 7 Financial Instruments: Disclosures - annual improvements.
IFRS 12 Disclosure of Interests in Other Entities - amendments regarding the application of the consolidation exception.
IAS 1 Presentation of Financial Statements - amendments resulting from the disclosure initiative.

The adoption of the above standards did not have an impact on the financial position or performance of the Company.

i) Accounting standards issued but not yet effective

The International Accounting Standards Board (“IASB”) has issued/revised a number of relevant standards with an effective
date after the date of these financial statements. Any standards that are not deemed relevant to the operations of the
Company have been excluded. The Directors have chosen not to early adopt these standards and interpretations and they
do not anticipate that they, with the exception of IFRS 9, would have a material impact on the Company’s financial
statements in the period of initial application.

Effective date

IFRS 2 Share-based payments . 1 January 2018
IFRS 9 Financial Instruments 1 January 2018
IFRS 15 Revenue from Contracts with Customers . 1January 2018
IAS 7 Statement of Cash Flows 1January 2017
Annual improvements to IFRSs 2014-2016 Cycle - 1January 2017

IFRIC 22 Foreign Currency Transactions and Advance Consideration 1 January 2018

In July 2014, the 1ASB issued the final version of IFRS 9, Financial Instruments that replaces 1AS 39, Financiol Instruments:
Recognition and Measurement and all previous versions of IERS 9. IFRS 9 brings together all three aspects of the accounting
for financial instruments project: classification and measurement, impairment and hedge accounting. IFRS 9 is effective for
annual periods beginning on or after 1 January 2018, with early application permctted Except for hedge accounting,
retrospective application is required but providing comparative information is not compulsory. For hedge accounting, the
requirements are generally applied prospectively, with some limited exceptions.
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SQN Secured Income Fund plc

Notes to the Financial Statements {continued)
for the year ended 30 june 2017

3. Significant accounting policies {continued)

i} Accounting standards issued but not yet effective {continued)

The Company plans to adopt the new standard on the required effective date.  The Company has performed a high-level
impact assessment of all three aspects of IFRS 9. This preliminary assessment is based on currently available information
and may be subject to changes arising from further detailed analyses or additional reasonable and supportable information
beéing made available to the Company in the future. Overall, the Company expects no significant impact on its balance sheet
and equity, and will perform a more detailed assessment in 2017.

i} Classification and measurement

The classification of financial assets will be based on the Company’s business model and the contractual cash flow
characteristics of its investments. The Company does not expect a significant impact on its Statement of Financial Position
or equity on applying the classification and measurement requirements of IFRS 9. The Board expects ta continue measuring
loans and receivables at amortised cost, and at fair value all financial assets and liabilities currently held at fair value.

ii) Impairment
IFRS 9 changes the basis of recognition of impairment on financial assets from an incurred loss to an expected credit loss
approach for assets held at amortised cost. This introduces a number of new concepts and changes to the approach to
provisioning compared with the current methodology under IAS 39:
e Expected credit losses are based on an assessment of the probability of default, loss given default and exposure at
default, discounted to give a net present value. The expected credit loss should be probability weighted and take
into account all reasonable and supportable information.

iii} Hedge accounting

The Company does not currently designate any hedges as effective hedging relationships which qualify for hedge
accounting. Therefore, the Company does not expect there to be any impact with respect to hedge accounting on the
Company as a result of applying IFRS 9.

The Directors are currently evaluating the impact of IFRS 9 upon the Company. However, it is noted that the measurement
of impairment will involve increased complexity and judgement, including estimation of probabilities of default. The use of
security on a large (and increasing) proportion of the Company’s loans will limit the impact of adopting IFRS 9. Therefore, it
is not expectéd to have a material financial impact. However, it will not be practical to disclose reliable financial impact
estimates until the implementation programme is further advanced.

The impact that (FRS 15 will have on the Company’s financial statements is also considered to be immaterial because the
Company does not have any contracts with customers which meet the definition under IFRS 15. '

4. Use of Judgements and estimates

The preparation of the Company’s financial statements requires the Directors to make judgements, estimates and
assumptions that affect the reported amounts recognised in the financial statements and disclosure of contingent liabilities.
However, uncertainty about these assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amount of the asset or liability in future periods.

Estimates and assumptions

The Company based its assu‘mptivpns and estimates on parameters available when the financial statements were approved.
However, existing circumstances and assumptions about future developments may change due to market changes or
circumstances arising beyond the control of the Company. Such changes are reflected in the assumptions when they occur.
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SQN Secured Income Fund plc

Notes to the Financial Statements (continued)
for the year ended 30 june 2017

4. Use of Judgements and estimates (continued)
1} Recoverability of loans and other receivables
The Directors assess the recaverability of the Company’s loans to determine whether any impairment provision is required.
There is an indicator of impairment for a loan when the borrower has failed to make a payment, either capital or interest,
when contractually due and, upon assessment, the Company feels that full recovery is not expected. The Company assesses
at each reporting date {(and at least on a monthly basis) whether there is objective evidence that a loan, or group of loans,
classified as loans at amortised cost, is impaired. As part of this process:

e Platforms are contacted to determine default and delinquency levels of individual loans;

e Consideration is given as to whether payment has been received after the balance sheet date or whether loans are

secured; and

e  Recovery rates are estimated.
At 30 June 2017, the Company’s financial instruments at fair value through profit or loss comprised unlisted equity shares
and derivative financial instruments. See note 17 for details.of the bases of valuation.

5. Dividends

The Company distributes at least B5% of its distributable income earned in each financial year by way of dividends. Following
discussions with the Investment Manager regarding the anticipated returns from the Company's portfolio (both in the
shorter and longer terms), with effect from May 2017, the Company rebased its annual dividend target to 6.25p per Share,
increasing to at least 7.0p per Share with effect from July 2018. The monthly dividend at the new rate of 0.525p per Share
was first paid in June 2017. Over the longer term, the Company will be targeting an annual net asset value total return of at
least 8%. The Company intends to continue to pay monthly dividends to Shareholders.

The Company elected to designate all of the dividends for the year ended 30 June 2017 as interest distributions to its
Shareholders. In doing so, the Company took advantage of UK tax treatment by "streaming” income from interest-bearing

investments into dividends that will be taxed in the hands of Shareholders as interest income.

To date, the Company has declared the following dividends in respect of earnings for the year ended 30 June 2017:

Total dividend declared
in respect of earnings in Amount per
Announcement date Pay date the year Ordinary Share

£000
23 August 2016 23 September 2016 316 0.60p
21 September 2016 28 October 2016 316 0.60p
25 October 2016 28 November 2016 316 0.60p
21 November 2016 23 December 2016 316 0.60p
12 December 2016 27 January 2017 316 0.60p
12 January 2017 24 February 2017 316 0.60p
15 February 2017 24 March 2017 316 0.60p
24 March 2017 28 April 2017 316 0.60p
19 May 2017 23 June 2017 276 0.525p
23 June 2017 28 July 2017 276 0.525p
21 July 2017 25 August 2017 276 0.525p
Dividends declared (to date) for the year 3,356 6.375p
‘Less, dividends paid after the year end {552) {1.05)p
Add, dividends paid in the year in respect of the prior period 988 1.876p
Dividends paid in the year 3,792 7.201p
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Notes to the Financial Statements (continued)
for the year ended 30 june 2017

6. Related parties (continued)
Transactions with subsidiary undertaking
Details of the transactions with the Company’s previous subsidiary undertaking are disclosed in note 14.

7. Key contracts

a) Investment Manager

With effect from 1 April 2017, SQN Asset Management Limited (“SQN UK”) and SQN Capital Management, LLC (“SQN US”)
were appointed as the investment Manager and Amberton ceased to act as investment manager. Amberton was appointed
as Sub-investment Adviser to the Investment Manager with effect from 1 April 2017.

The Investment Manager has responsibility for managing the Company’s portfolio. For their services, the Investment
Manager is entitled to a management fee at a rate equivalent to the following schedule {expressed as a percentage of NAV
per annum, before deduction of accruals for unpaid management fees for the current month):

e 1.0% per annum for NAV lower than or equal to £250 million;

e 0.9% per annum for NAV greater than £250 million and lower than or equal to £500 million; and

e 0.8% per annum for NAV greater than £500 million.

The management fee is payable monthly in arrears on the last calendar day of each month. No performance fee Is payable
by the Company to the Investment Manager. :

The Company may also incur transaction costs for the purposes of structuring investments for the Company. These costs
form part of the overall transaction costs that are capitalised at the point of recognition and are taken into account by the
Investment Manager when pricing a transaction. When structuring services are provided by the Investment Manager or an
affiliate of them, they shall be entitled to charge an additional fee to the Company equal to up to 1.0% of the cost of acquiring
the investment (ignoring gearing and transaction expenses). This cost will not be charged in respect of assets acquired from
the Investment Manager, the funds they manage or where they or their affiliates do not provide such structuring advice.

The Investment Manager has agreed to bear all the broken and abortive transaction costs and expenses incurred on behalf
of the Company. Accordingly, the Company has agreed that the Investment Manager may retain any commitment
commissions received by the Investment Manager in respect of investments made by the Company save that if such
commission on any transaction were to exceed 1.0% of the transaction value, the excess would be paid to the Company.

With effect from 1 Aprit 2017, Amberton was no longer directly appointed by the Company and was not entitled to a fee
from the Company. The fees of the Sub-Investment Adviser are borne by the Investment Manager.

During the year, a total of £408,000 {2016: £295,000) was incurred in respect of management fees (£278,000 to Amberton
and £130,000 to SQN UK (2016: £295,000 to Amberton)), of which £43,000 (2016: £93,000 to Amberton) was payable at the
reporting date.

b) Administration fees

Elysium Fund Management Limited ("Elysium”) is entitled to an administration fee of £100,000 per annum in respect of the
services provided in relation to the administration of the Company, together with time based fees in relation to work on
investment transactions. During the year, a total of £144,000 (2016: £129,000) was incurred in respect of administration
fees, of which £31,000 (2016: £35,000) was payable at the reporting date.

A set-up fee of £25,000 was also paid to Elysium in the period ended 30 June 2016.
8. Directors’ remuneration
During the year, a total of £128,000 (2016: £89,000) was incurred in respect of Directors’ remuneration, £9,000 of which was

payable at _the reporting date (2016: none). No bonus or pension contributions were paid or payable on behalf of the
Directors. Further details can be found in the Directors’ Remuneration Report on pages 29 to 32.
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SQN Secured Income Fund plc

Notes to the Financial Statements (continued)
for the year ended 30 June 2017

15. Loans at amortised cost (continued)

At 30 June 2017, the Board considered £430,000 (2016: £395,000) of loans to be impaired as, following routine investigation
of loan performance, the Investment Manager received evidence of delayed and missed interest payments in respect of the
below loans. This evidence indicated that the loans’ recoverability would be less than their carrying value and by ligising
directly with the platforms to establish a recovery rate, Amberton had estimated a recoverable amount as at 30 June 2017.

30June 2017

£'000

Funding Knight 307
UK Bond Network 104
MyTripleA 19
Liftforward -
Total impairment 430

30June 2016
£000
285

Ouring the year, £454,000 (2016: nil) of loans were written off and included within Realised gain on disposal of loans in the

Statement of Comprehensive Income.

16. Investments at fair value through profit or loss

Yeor ended 30 June 2017

£000

Balance brought forward 1,981

Additions in the year/period 181

Disposals in the year/period (1,971)
Realised gain on disposal of investments at fair value through

profit or loss 260
Movement in unrealised gain on investments at fair value

through profit or loss (193)

Balance at year/period end - 258

For further information on the investments at fair value through profit or loss, see note 17.

17. Fair value of financial instruments at fair value through profit or loss

Period from 13 July 2015
(incorporation) to 30 June
2016

£°000

1,739

The following table shows financial instruments recognised at fair value, analysed between those whose fair value is based

on:
- 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).
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SQN Secured Income Fund plc

Notes to the Financial Statements (continued)
for the year ended 30 june 2017

20. Other payables and accruals

30 June 2017 30 June 2016

£000 £000

Other payable (see below) 2,692 -
Deferred investment income 124 62
Legal and professional fees 53 -
Management fee 43 93
Transaction fees 40 -
Audit fee 35 23
Administration fee 31 3s
Other payables and accruals 18 12
8roker fee 13 23
Directors’ remuneration 9 -
Accountancy and taxation fees 8 -
Taxation S -
Withholding taxation on dividends - 131
Travel costs - 13
3,071 392

At'30 June 2017,vthe Company had entered into a fully signed agreement for a loan to a2 borrower. However, the funds left
the Company’s bank account on 4 July 2017, creating a payable at the year end.

21. Share capital

30June 2017 30 June 2016
£'000 £°000

Authorised share capital:
Unlimited number of Ordinary Shares of 1 pence each - -
Unlimited C Shares of 10 pence each - -
Unlimited Deferred Shares of 1 pence each - -
50,000 Management Shares of £1 each 50 - 50
30 June 2017 30 June 2016
. £°000 £000

Called up share capital:

52,660,350 Ordinary Shares of 1 pence each 527 527
50,000 Management Shares of £1 each 50 S0
577 577

The Management Shares, which are held by Amberton, are entitied (in priority to any payment of dividend of any other
class of share) to 3 fixed cumulative preferential dividend of 0.01% per annum on the nominal amount of the Management
Shares.

The Management Shares do not carry any right to receive notice of, nor to attend or vote at, any general meeting of the

Company unless no other shares are in issue at that time. The Management Shares do not confer the right to participate
in any surplus of assets of the Company on winding-up, other than the repayment of the nominal amount of capital.
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SQN Secured Income Fund plc

Notes to the Financial Statements (continued)
for the year ended 30 June 2017

24. Financial Instruments and Risk Management (continued)

Risk management structure

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 managerment approach within the Company.

The Company has no employees and is reliant on the performance of third party service providers. Failure by the Investment
Manager, Administrator, Custodian, Registrar or any other third party service provider to perform in accordance with the
terms of its appointment could have a significant detrimental impact on the operation of the Company.

The market in which the Company participates is competitive and rapidly changing. The risks have not changed from those
detailed on pages 20 to 30 in the Company’s Prospectus, which is available on the Company’s website.

Risk concentration

Concentration indicates the relative sensitivity of the Company’s performance to developments affecting a particular
industry or geographical location. Concentrations of risk arise 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 Company has a significant net open
position in a single foreign currency, or aggregate net open positions in several currencies that tend to move together.

With the aim of maintaining a diversified investment portfolio, and thus mitigating concentration risks, the Company has
established the following investment restrictions in respect of the general deployment of assets.

Geographical
The Company invests in a range of secured loan assets in a broad spread of jurisdictions, but weighted towards the UK,
Continental Europe and North America.

At the 27 April 2017 extraordinary general meeting, several changes were approved by Shareholders to the Company's

investment restrictions (calculated based on the Company's gross assets at the time of investment) to reflect the proposed
broader focus of its investment policy:
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Notes to the Financial Statements (continued)
for the year ended 30 June 2017

24. Financial instruments and Risk Management {continued)
Risk concentration (continued)

Revised Investment Prior Investment
Investment Restriction Policy Policy
Geography .
- Exposure to UK loan assets Minimum of 60% Maximum of 70%
- Minimum exposure to non-UK loan assets 20% 30%
Duration to maturity
- Minimum éxposure to loan assets with duration of less than 6
months None 20%
- Maximum exposure to loan assets with duration of € - 18 months
and 18 ~ 36 months None 40% in each case
- Maximum exposure to loan assets with duration of more than 36
months 50% 40%
Maximum single investment 10% 2.5%
Maximum exposure to single borrower or group 10% Noné
Maximum exposure to loan assets sourced through single alternative
lending platform or other third party originator 25% None
Maximum exposure to any individual wholesale loan arrangement 25% None
Maximum exposure to loan assets which are neither sterling- ]
denominated nor hedged back to sterling . 15% None
Maxirnum exposure to unsecured loan assets 25% 50%
Maximum éxposure to assets (excluding cash and cash-equivalent
investments) which are not loans or investmeénts with loan-based
investment characteristics 10% None

The Company complied with the investment restrictions throughout the year up to 27 April 2017, when the Company needed
to increase the level of cash held in order to meet the possible redemption facility. Since then, the Company has been
redeploying the cash and at the date of signing this report, the Company met all of its investment restrictions.

Market risk

(i) Price risk

Price risk exposure arises from the uncertainty about future prices of financial instruments held. It represents the potential -
loss that the Company may suffer through holding market positions in the face of price movements. The investments at fair
value through profit or loss (see notes 16 and 17) are.exposed to price risk and it is not the intention to mitigate the price
risk.

At 30 June 2017, if the valuation of the investments at fair value through profit or loss had moved by 5% with all other
variables remaining constant, the change in net assets would amount to approximately +/- £13,000 (2016: +/- £99,000)'. The
maximum price risk resulting from financial instruments is equal to the £258,000 carrying valueé of the investments at fair
value through profit or loss {2016::£1,981,000).
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Notes to the Financial Statements (continued)
for the year_ ended 30 Juné 2017

24 Fmancial Instraments and Risk. Management (contmued)

Market risk

(u} Fore/gn currency nsk

exchange rates Currency risk anses when future commercaal transacttons and recognlsed assets and ilabulmes are
denominated in a currency that is not the Company S functlonal currency. “The Company invests'in’ securmes ‘and other’
mvestments that are denominated in curréncies other than Sterling. Accordingly, the value of the Company’s assets, may be
affected favourably or unfavourably by fluctuations in ¢urrency rates and therefore the Company will necessarily be su bject
to’ foreugn exchange risks.

Asat 304urie 2017;3 proportlon of the net financial assets of the Company, excludmg the foreign currency forward contracts,

were denommated in currencies other than Sterllng as follows:

Investments ot Foreign

fair value Other. currency

through profit Loans-and Cash énd cash payables and . forword
‘orloss  receivables: equivalents.  eccruals Exposure “contract ~Net exposure.
30 June 2017 £°000 £'000 £000 £000 £000 £000 £000
US Dollars - 5,467 1,413 {29} 6,851 (6,854) {3)

Euros- 59 4,775 87 12) 4,919 (4,925) {6):

"59 10,242 1,500 (31) 11,770 ,(1 ;779) {9)
30 June 2016
Us Dollars 1,940 7,144 318 < 9,402 (9,122) 280
‘Euros , 25 5,467 10 . 5,502 {5,248) 254

1,965 12,611 328 - 14,904 (14,370) 534

1n order to limit the exposiire to foreign currency risk, the Company entered into hedging contracts during the year, At 30
June 2017, the Company held forelgn currency forward contracts tosell US$8 800,000 and €5 550 000{2016: US$12 100 000
and €6,300 000) with a'settlement date of 31 July 2017.

other vanables remammg constant, net assets at. 30 June 2017 would have decreased/mcreased by £(7 000)/£8 000 (2016
£(27 000)/£29 000) after accountmg for the effects of the hedging contracts’ mentroned above '

(m) Interest raté nsk ]
Interest rate rlsk anses from the possrbrllty that changes in mterest rates wnII affect future cash flows or the fall’ values of'

mcreased/decreased by"s'o bas:s pomts wrth all other varlables held constant the change in value of mterest cash flows of
these assets m the year would have been £67 000 (2016 '£19,000).

60



(m}_»_ Interes raterisk (contmued)

-304he2017:

. lavestmenits at ‘falr value: through proﬁt or Ioss
Derivative financialinstruments
Other;req_elva_b_l;es

Cash and cash equivalents:

Total finanicial assets:

Finanhiial Liabilities:
'Q..t.,,er,;,pa:v_‘a,.‘l.es’.i

‘Total interest sensitivity gap

30. Juné 2016
Fmancnal ‘Assets:

Cash 3 d;cash;ggpiyaieﬁt’s
Yotal financial assets.
rir‘séﬁciaruami'::‘ies-

Other payables

T6ta) financial liabilities

Total interest sensitivity gap. .

Fixed interest: - Varioble. interest

£1000. -£7000:

39,458
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SQN Secured Income Fund plc

Notes to the Financial Statements (continued)
for the year ended 30 june 2017

24. Financial Instruments and Risk Management (continued)

Market risk {continued)

(i} Interest rate risk (continued)

The Investment Manager manages the Company'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.

Although it has not done so to date, the Company may implement hedging and derivative strategies designed to protect
investment performance against material movements in interest rates. Such strategies may include (but are not limited to)
interest rate swaps and will only be entered into when they are available in a timely manner and on terms acceptable to the
Company. The Company may also bear risks that could otherwise be hedged where it is considered appropriate. There can
be no certainty as to the efficacy of any hedging transactions.

Credit risk
Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it
has entered into with the Company, resulting in a financial loss to the Company.

At 30 June 2017, credit risk arose principally from cash and cash equivalents of £13,376,000 (2016: £2,192,000) and balances
due from the platforms and SMEs of £40,602,000 {2016: £46,433,000). The Company seeks to trade only with reputable
counterparties that the Investment Manager believes to be creditworthy.

The Company’s credit risks principally arise through exposure to loans provided by the Company, either directly or through
ptatforms. These loans are subject to the risk of borrower default. Where a loan has been made by the Company through
a platform, the Company will only receive payments on those loans if the corresponding borrower through that platform
makes payments on that loan. The Investment Manager has sougbht to reduce the credit risk by obtaining security on the
majority of the loans and by investing across various platforms, geographic areas and asset classes, thereby ensuring
diversification and seeking to mitigate concentration risks, as stated in the “risk concentration” section earlier in this note.

The cash pending investment or held on deposit under the terms of an investment instrument may be held without limit
with a financial institution with a credit rating of “singie A” {or equivalent) or higher to protect against counterparty failure.

The Company may implement hedging and derivative strategies designed to protect against credit risk. Such strategies may
include (but are not limited to) credit default swaps and will only be entered into when they are available in a timely manner
and on terms acceptable to the Company. The Company may also bear risks that could otherwise be hedged where it is
considered appropriate. There can be no certainty as to the efficacy of any hedging transactions.

Liquidity risk

Liquidity risk is defined as the risk that the Company will encounter difficulties in realising assets or otherwise raising funds
to meet financial commitments. The principal liquidity risk is contained in unmatched liabilities. The liquidity risk at 30 June
2017 was low since the ratio of cash and cash equivalents to unmatched liabilities was 4:1 (2016: 6:1).

The Investment Manager manages the Company’s liquidity risk by investing primarily in 3 diverse portfolio of loans, in line
with the Prospectus and as stated in the "risk concentration” section earlier in this note. The maturity profite of the portfolio
(excluding the amount due from subsidiary (see Note 14)), as detailed in the investment Manager’s Report, is as follows:

30June 2017 30 June 2016

Percentage Percentage

0 to 6 months 326 241
6 months to 18 months 11.0 21.8
18 months to 3 years 19.7 30.1
Greater than 3 years 36.7 240
100.0 100.0

62



63



SQN Secured Income Fund plc

(lncorporated in England and Wales wzth reg/stered number 09682883 ond registered os an lnvesrment company under sect/on 833 of

the Compames Act 2006)
“(the “Company”]

NOTICE OF ANNUAL GENERAL MEETING

NOTICE is hereby gnven that an annual general meetlng of the Company (the "AGM") will be held at the ofﬂces of SQN Asset

:Management lerted Mehta House 124 Bndge Road, Chertsey, Surrey KT16 8LA on 8 December 2017 at 12 OOpm to»

and resolutlons 10 and 11 wh:ch are proposed as specnal resolutuons

oo WOV Xn & W N

ORDINARY BUSINESS

To teceive the Companys audited financial statements for thé year -ended 30 June 2017, together with the
Directors": Report and the Independerit-Auditors’ Report on those statements.

To a_ppro_ve '_t_he.Dlrectors Remuneratlon Policy.

To:a'pprove the Remuneration Report for the year ended 30 June 2"01'7'. :

To re-elect Richard John‘H_ilIs_as a Director _of the:Company.
To re-elect .David Clive Stevenson as a Director of the Company:
'SPECIAL BUSINESS

That in addmon to any exustlng authontles, the Dlrectors of the Company be generally and uncondmonaliy

as at the date of thls notlce of AGM) such authonty to explre at the conclusuon of the Companys next annual.-
general meetlng to be he!d in 2018 save that the Company may, before such explry, make offers or agreements

se'.c_
exprred

Explanatory note:

Pursuant to the resolutrons possed at the extraord/nary general meetmg of the Compony held on

‘tap /ssues ond potent/ally /ssues of New Shares by way of open'o'ffers offers for subscnpt:on‘
;and/or /ntermed:anes offers (the "Apnl 2017Authormes ") The Apnl 2017Authantles w:ll remam‘
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10

enter mto an ‘agreement whnch
‘the expiry of sich power and t
:an offerior agreement as if such| p

Explanatory nate

'Ordmary Shares
_sale, of Ordmary

11,

a)
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SQN Secured Income Fund plc

e')' A the Company may, before the expiry of this authoruty, make a contract to purchase Ordinary Shares under.
such authonty whuch will or may ‘be executed wholly or partly after its expiration and the Company may
make a purchase of Ordinary Shares pursuant to any such contract.

Explanatory note:

The 8oord momtors the level of the Ordinary Share price compared to the NAV. per Ordrnary
Share Where approprrote on lnvestment graunds the Company may from tlme to time
pr:ce premrum or dlscount are dnven by numerdus factors, mcludmg mvestment performance,
gearing and morket seéntiment. Accordingly, it focuses its efforts pnncrpaﬂy on addressing sources
af risk and return as the most effective. woy of. praducmg long term value for sharehalders Any
repurchase of Ordlnary Shares will be made subject to apphcable Iaws ond regulatrons and within’
any. .guidelines estabI/shed from time to time by the Boord. The making’ and timing of any
repurchases will be at the absolute dlscret/on of the Board, although: the Board will have regard
to the effects of any siich: repurchase on Iong -téirn shareholders in exercising its discretion.

Purchases of Ord/nary Shares-will only be made through the market for cash at pr/ces below the
prevarlrng ‘NAV of the Ordmary Shores (as last calculated) . where the -Directors believe such
purchases w:/l enhance sharehalder volue. Such purchases will also only be made in accordancev
with .applicable . prowsrons of the CA 2006 the Listing Rules and MAR. -Any Ordmary Shares
purchosed under this authority will be cancelled or may be held i in tredsury.

maximum number of Ordmary Shares authonsed to be purchased pursuant to’ th:s Resolution 11
have been purchased by the Company, (n) the canclusion of the next annual general meéting of
the Company t6 be held i in 2018 and (m) the date which is 18 months from the date on.which this

.authority is passed.
By order of .the Board ‘Registered Office; -
SQN SECURED INCOME FUND PLC 1 Finsbury Circds
8 S_e_ptemb_er 2917 tondon

- EC2M 75H

Notes to the Notice of Annual:General Meeting

1 A member entitled to attend and vote at ‘the AGM 'may appoint a proxy or prox1es to attend, speak and vote instead
of him or her :A proxy need not be a member of the Company. A Form of Proxy is enclosed which, if used, must be
Iodged at the Company S. Reglstrars Caprta Asset Servuces at PXSI 34 Beckenham Road Beckenham Kent: BR3 4ZF

To appomt more than one proxy you may photocopy the Form of Proxy ‘You may appomt a person other than the‘
) Chalrman as your proxy Please mdlcate the proxy holders i name and the number of Shares in relatron to whlch they

also'indicate if the. proxy rnstructlon IS one of multlple mstructlons bemg glven Al forms must be signed and should
be returned together in the same envelope ln the. case. of jomt holders where more than one of the jOlﬂt holders
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‘As at, 2% August 2017 (beung the Iatest practvcabl"’ date piior to the pubhcatuon of thrs notcce) the Company s :ssuedi
i ,,res carrylng one vote each There are no shares held in. treasury .

member concerned to. take (or, 1f the CREST member .IS a CREST personal member ‘or sponsored member or has‘
appomted 3 votmg service provnder(s) to procure that h|s CREST sponsor or votung servnce ’provnder(s) take(s)) such

time:In't :‘_‘connectlon .
,referred in pamcular to those sectrons of- the CREST Manual concernmg practlcat Iumltataons of the (CREST: systemf

and; tummgs
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resolution: (See-Nofe:

:!:Jto,verleaj)

69



RESOLUTIONS

FOR AGAINST VOTE WITHHELD

1 To receive annual report and accounts.

2 | To approve Directors’ Remuneration Policy.

3 To approve Directors' Remuneration Report.

4 | Tore-elect RSM Uk Audit LLP as auditor.

S To authorise Audit and Valuation Committee to determine
auditor's remuneration.

6 | To re-elect Kenneth Hillen as a Director.

7 | Tore-elect Richard Hills as a D_iréctor.

8 | To re-elect David Stevenson as a Director.

9 | To authorise ail’otment of sharesA repre‘éentihg 20% of the
Company's issued Ordinary Share capital (as at the date of the
notice convening the AGM).

10 | To disapply pre-eréption rightsin respect of‘al'l'otment of shares
and sales of shares from treasury representing 20% of the
Company's issued Ordinary Share capital (as at the date of the
notice convening the AGM).

11 | To authorise market purchases by the Company of shares
representing 14.99% of the Company's issued Ordinary Share
capital

Signature . et e st eaen et s shebenens {See Note 7 below)
Date  iceieesiseiesioenes 2017
Print Name
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SQN:Secured.income Fund plc:

Diréctors

Advnsers '

iSub Investment Adv:ser to the.

;2-5-Férnngdon Street :
‘London.

‘ERegistrar

‘:The Regustry
~34, Beckenham Road

;ECZM 7SH

'.Buchanan Comr_r_\_u_mcatuons lented Cantor Fntzgeréia'ébrqpe.-

107: Cheap5|de :One'Churchill Place
London. ;Canary Wharf
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