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Chairman's Statement
for the year ended 31 March 2017

MSIF’s primary business remains lending and investing to SME’s in the Liverpool City Region where there
is market failure, whilst at the same time maintaining its own sustainable fund available to SME’s across the
North West. This strategy will result in MSIF continuing to be a sustainable long term stimulator of growth
for the Region,

2016/17 has been a good year for both realisations and money out with 116 businesses assisted during the
year, with funding and grant commitments of over £8.6 million.

Other achievements in 2016/17 include:-

. Jointly winning the tender to deliver Northern Powerhouse Investment Fund’s loan and equity
investments in the Liverpool City Region and the surrounding area.

. The launch of the MSIF Finance Hub. The Finance Hub is a free gateway for SMEs in the
Liverpool City Region whe are wishing to access funding. The MSIF Finance Hub team aims to
provide support and assistance, making the process of accessing funding less confusing.

MSIF remains vigilant as to any new Funds or Finance available throughout the North West and wherever
these funds align with our core strategy then we are happy to bid to manage them.

Our team has been strengthened this year with several new recruits who are all well known in the local
business and professional community. Our added value to SME’s in providing initial and ongoing advice
combined with speed of response for requests for funding continues to be our differentiating feature.

Finally 1 would like to acknowledge and thank all those operating within MSIF for their hard work,
dedication and commitment over the last year and look forward to a successful year ahead.

Mr A Righy
Chairman

Merseyside Special Investment Fund Limited
18 July 2017
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Director's report

The directors present their report and audited financial statements of the Group and the Company for the year ended
31 March 2017.

Merseyside Special Investment Fund (MSIF) 1s a company limuted by guarantee and was established in 1994 by the
Bank of England, Liverpool Chamber of Commerce and representatives of the local community including Local
Authorities, Training and Enterprise Councils, Business Links and Higher Education Authorities (MSIF Partners
Limited) who act as guarantors. At the end of the 2007 Financial Year, The Liverpool LEP (previcusly The Mersey
Partnership) replaced the Bank of England as guarantor.

Principal activities

The Company and Group’s principal activity is to facilitate the investment of venture and loan capital investment
funds in small and medium sized enterprises (SMEs) and provide support and monitoring of those investments,
thereby assisting to regenerate business in the region. The Company and Group 1s largely financed from its own
Tesources.

Business review

MSIF has now completed 1ts twenty-second year, and currently has five active funds. During the year it finished
investing two of the loans funds discussed below and was appomted to deliver loan and equity funds as part of the
the Northemn Powerhouse Investment Fund (NPIF) on behalf The British Business Bank. Further commentary on
the business is referred to mn the Chairman’s statement on page 2 of this report.

Financial results
The Group made a loss in the year of £35,233 (2016: profit of £4,598,003).

At 31 March 2017 the amount available for future mmvestment on behalf of MSIF was £23,734,673 (2016:
£25,294,791).

No dividends have been recommended to be paid during the year (2016° £Nil).
Future outlook

The fully invested Seed, Equity and Loan funds (the "funds”) which finished investing on 31 December 2008
continue to be managed through te full repayment of loans and realisation of equity investments. MSIF continues to
receive distributions from these funds which increase the value of its Merseyside Loan & Equity Fund which is
available for investment in SMEs in Merseyside.

These funds are managed by Alliance Fund Managers Limited, the fund manager subsidiary of MSIF, wheo fully
invested the Small Loans for Business fund by 31 March 2013, and now continues to reinvest the legacy returns.

From October 2013, MSIF was awarded monies from the Regional Growth Fund to invest in companies in
Merseyside and the surrounding areas, This fund completed investing in June 2016.

In October 2014 MSIF entered into a partnership to deliver the Micro Loan Fund on behalf of North West Fund.
Within that partnership MSIF is targeted with providing loans within the Merseyside arca. This fund completed
investing in June 2016.

In February 2017 MSIF entered into a partnershrp to deliver the NPIF Micro Loan Fund, and has been subcontracted
to deliver the NPIF Equity Fund on behalf of The British Business Bank, Within those arrangements MSIF is
targeted with providing loans and equity investments within Merseyside and the surrounding areas.
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Director's report
{continued)

Risks and uncertainties

The directors believe that whilst there is inherent risk of non-recovery m providing loan and equity funds, that risk
affects MSIF's ability to reinvest its returns. MSIF's portfolio is managed so as to minumise the risk to it and believe
that income will be received as planned.

MSIF is currently looking at how to invest its legacy funds to dehiver optimum success for SMEs in the region.

Key Performance Indicators

The key performance indicators measured by MSIF are the number and value of investments made within the loan
and equity funds, number of jobs created and the number of jobs preserved.

The investment statistics can be found within the Chairman’s statement on page 2 of this report, and to date MSIF
has created and preserved over 14,000 jobs.

Directors

The directors of the company who were i office during the year and up to the date of signing the financial
statements were:

Mr R Swainson
Mr B McCann
Mr A Rigby

Mrs L Greenhalgh
Mr M Basnett

Ms E O'Donnell

No director of the Company has any interest tn the company within the meaning of the Companies Act 2006.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the company’s auditor is unaware; and each director has taken
all the steps that they ought to have taken as a director to make themselves aware of any relevant audit information
and to establish that the company’s auditor is aware of that information.

Auditor

KPMG LLP are deemed 1o be reappointed as auditors under section 487(2) of the Companes Act 2006,

By order of the board
2™ Floor Exchange Court
I Dale Street
Liverpool
L Greenh#lgh L2 2pp
Director 18 July 2017
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Statement of directors’ responsibilities in respect of the Annual Report, the
Director’s Report and the financial statements

The directors are responsible for preparing the Annual Report, the Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law they have elected to prepare the group and parent company financial statements in accordance with
UK Accounting Standards and applicable law (UK Generally Accepted Accounting Practice), including
FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland .

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the group and parent company and of their profit or
loss for that period. In preparing these financial statements, the directors are required to:

sefect suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the parent company’s transactions and disclose with reasonable accuracy at any time the
financial position of the parent company and enable them to ensure that its financial statements comply
with the Companies Act 2006. They have general responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the group and to prevent and detect fraud and other irregularities.



Independent auditor’s report to the members of Merseyside Special Investment Fund Limited

We have audited the financial statements of Merseyside Special Investment Fund Lirited for the year ended 31 March 2017
set out on pages 7 to 21. The financial reporting framework that has been applied in their preparation is applicable law and
UK Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting
Standard applicable i the UK and Republic of Ireland .

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006, Our audit work has been undertaken so that we might state to the company’s members those matters we are
required 1o state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume respensibility to anyone other than the company and the company’s members, as a body, for our audit
work, for this report, or for the opinions we have formed.

Respective respensibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 6, the directors are responsible for the
preparation of the financral statements and for being satisfied that they give a true and fair view. Our responsibility is to
audit, and express an opinion on, the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors,

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 15 provided on the Financial Reporting Council’s website at
www fre org uk/auditscopeuhpny ate.

Opinion on financial statements

In our opimion the financial statements:

give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31 March 2017 and of the
group’s loss for the year then ended;

* have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

* have been prepared in accordance with the requirements of the Companies Act 2006,

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given in the Directors’ Repert for the financial year 31 March 2417 1s consistent with the
financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
in our opinion,

adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been
received from branches not visited by us; or

the parent company financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law are not made;

we have not received all the information and explanations we require for our audit, or

the directors were not entitled to take advantage of the small companies exemption from the requirement to prepare a
Strategic report.

(Y Voo

Hywel Jones (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

8 Princes Parade

Liverpoot

L31QH

18 July 2017
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Consolidated Profit and Loss Account and Other Comprehensive Income
for the year ended 31 March 2017

Notes 2017 2016
£ £
Turnover
Fee and other income 992,526 1,064,601
Investment income 2 - 65,856
992,526 1,130,457
Administrative expenses {1,134,546) (1,187,372)
Release from bad debt provision - 4,182,450
Operating (loss)/profit before interest (142,020) 4,125,535
Interest receivable and similar income 5 106,787 213,225
{Loss)/Profit on ordinary activities before taxation 6 {35,233) 4,338,760
Tax on (loss)/profit on ordinary activities 6 (a) - 259,243
(Loss)/Profit for the financial year {35,233) 4,598,003

The results shown above derive from continuing operations in both the current and preceding

year.

The Company has no other recognised income other than those included in the results above
and therefore no separate Other Comprehensive Income statement has been presented.

The accounting policies and notes on pages 11 to 21 form part of these financial statements.
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Consolidated and Company Balance Sheet
as at 31 March 2017

Group Company
Notes 2017 2016 2017 2016
£ £ £ £
Fixed assets
Tangible assets 7 31,519 32,242 16,685 16,710
Financial assets 8 (a) 7,011,038 9,602,645 - 1,011,578
Investments 8(c) - - 296,529 296,529
7,042,557 9.634 887 313,214 1,324 817
Current assets
Debtors amounts falling due within
one year ] 117,840 113,049 5,259,801 7.688.674
Cash at bank and in hand 30,284,268 29484170 25,016,360 22,691,556
30,402,108 29,597,219 30,276,161 30,380,230
Creditors: amounts falling due
within one year 11 (25,940,907) (27,174,703) (21,338,230) (22,408,055)
Net current assets 4,461,201 2,422,516 8,937,931 7,972,175
Total assets less current liabilities 11,503,758 12,057,403 9,251,145 9.296,992
Creditors: amounts falling due after
one year 12 (423.941) (942,353) - -
Provisions for liabilities 14 (2,275,648) {2.275,648) (2,275,648) (2,275,648)
Net assets 8,804,169 §,839.402 6,975,497 7,021,344
Reserves
Profit and loss 8,804,169 8,839,402 6,975,497 7,021,344

These financial statements were approved by the board of directors on 18 July 2017 and were signed on its behalf
by:

@é%;\os&%\

L Greenhaigh
Director
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Consolidated and Company Statement of Changes in Equity

Group Company
Profit and loss Profit and loss
account account
£ £
Balance at 1 April 2015 4,241,399 2,803,303
Total comprehensive income for the period
Profit for the period 4,598,003 4,218,041
Balance at 31 March 2016 8,839,402 7,021,344
Profit and Profit and loss
loss account
£ £
Balance at 1 April 2016 8,839,402 7,021,344
Total comprehensive income for the period
Loss for the period (35,233) (45,847)
_alance at 31 March 2017 8,804,169 6,975,497




Consolidated Cashflow Statement
for the year ended 31 March

Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

Notes

Net cash inflow from operating activities before interest 18

Interest received

Net cash inflow from operating activities

Capital expenditure and financial investment

Loan and Equity investments made
Fixed assets acquired
Loan repayments received

Net cash inflow before financing

Financing
[.oans received
Loans repaid

Increase in cash in year

Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March

10

10

31 March 2017

2017 2016
£ £
2,515,927 6,092,248
106,787 213,225
2,622,714 6,305,473
(3,732,775) (3,648,083)
(1,715) (7,372)
2,436,286 3,157,042
(1,304,204) (498,413)
1,318,510 5,807,060
; 470,000
(518,412) (407,647)
800,098 5,869,413
29,484,170 23,614,757
30,284,268 29,484,170




1.1

1.2

i4

1.5

Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031
31 March 2017
Notes to the financial statements

Accounting policies

Merscyside Special Investment Fund Linmted {the “Company™) 1s a company hunited by guarantee and incorporated and domueiled m
the UK

Basis of preparation

These Group and parent company financial statements were prepared in accordance with Financial Reporting Standard 102 The
Fmancial Reporting Standard apphcable in the UK and Republic of Ireland (“FRS 102”) as issued in August 2014 The
amendments to FRS 102 issued in July 2015 and effective inunediately have been appled The presentation currency of these
financial statements 1s sterling.

The accountmg policies set out below have, unless otherwise stated, been apphed consistently to all periods presented in these
financial statements The Company has changed its accounting policy mn respect of movement in provisions and returns on
mvestments.

Measurement canvention

The financial statements are prepared on the historical cost basis, except for equity investments which are measured at fair value

Going concern

The directors have a reasonable expectation that the Company has adequate resources to confinue 1t operational existence for the
foreseeable future, based on forecast funding The group has significant investment reserves which it wall continue to invest, alongside
the NPIF funds which 1t 1s investing on behalf of the British Business Bank, therefore it continues to adopt the going concern basis in
prepanng the annual financizl statements.,

Basis of consolidation

The consohidated financial statements inciude the financial statements of the Company and uts subsidiary undertakings made up te 31
March 2017 A subsidiary 1s an entity that is controlled by the parent. The results of subsidiary undertakings are mcluded m the
conschdated profit and foss account from the date that control commences until the date that control ceases. Control is established
when the Company has the power to govern the operating and financial policies of an entity so as to obtain benefits from its activifies
In assessing control, the Group takes nto consideration potential voting nghts that are currently exercisable

An associate 15 an entity 1n which the Group has sigmificant influence, but not control, over the operating and financial pelicies of the
entity Significance influence 1s presumed to exists when the investors holds between 20% and 50% of the equity voting rights

Under Section 408 of the Companies Act 2006 the Company 15 exempt from the requirement 1o present its own profit and loss account
In the parent financial statements, investments i subsidiaries are carned at cost less impairment
Basic financial instruments

Trade and ather debtors / creditors

Trade and other debtors are recogmised mitially at transaction price iess attributable transaction costs Trade and other creditors are
recognised inmally at transaction price plus attnbutable transaction costs. Subsequent to imitial recognition they arc measured at
amortised cost using the effective mterest method, less any impairment losses in the case of trade debtors If the arrangement
constitutes a financing transaction, for example if payment is deferred beyond normal business terms, then 1t is measured at the present
value of future payments discounted at a market rate of interest for a similar debt instrument.

Interest-bearing borrowngs classified as basic financial imstruments

Inferest-bearing borrowings are recognised initially at the present value of future payments discounted at a market rate of inferest
Subsequent to initial recognition, nterest-bearing borrowings are stated at amortised cost using the effective interest method, less any
impairment losses
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Notes to the financial statements
(continued)

Accounting policies (continued)
Basic financial instruments (continued)

Fuanr value measurement
Fair value 1s the amount for which an asset could be exchanged. a llability settled, or an equity instrument granted could be exchanged,

between knowledgeable, willing parties 1n an arm'’s length transaction The following hierarchy 1s used to estimate fair values

(a) The best evidence of farr value 15 a quoted price for an identical asset 1n an active market Quoted mn an active market in this
context means quoted prices are readily and regularly available and those prices represent actual and regularly occurring market
transactiens on an arm’'s length basis The quoted price 15 usually the current bid price.

(b) When quoted prices are unavailable, the price of a recent transaction for an identical asset provides evidence of fair value as long
as there has not been a significant change 1n economic cireumstances or a signiftcant lapse of time since the transaction took place. If
the entity can dernonstrate that the last transaction price 15 not a good estimale of fair value (e.g because it reflects the amount that an
catity would recerve or pay in a forced transaction, involuntary hiquidation or distress sale), that price 1s adjusted

(c} Tf the market for the asset 1s not active and recent transactions of an 1dentical asset on their own are not a good estimate of fair
value, an entity estimates the fair value by using a valuation techmigque The objective of using a valuation technque is to estimate what
the transaction price would have been on the measurement date m an arm’s length exchange motivated by normal business
considerations

The group determunes the fair value of the investments with reference to the hicrarchy

Loan investments
L.oan investments are measured at amortised cost using the effectiv e interest rate methed. which inchudes a reduction for impairment
or uncollectabihity where necessary

Investments in preference and ordinary shares

[nvestments in equity instruments are measured inihally at fair value, which 1s normally the transaction price Transaction costs are
excluded if the investments are subsequently measured at farr value through profit and loss Subsequent to iutial recognition
investments that can be measured rehably are measured ai farr value with changes recogmised m profit or loss

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and form an
integral part of the Company's cash management are included as a component of cash and cash equivalents for the purpose only of the
cash flow staterent

Other financial instruments

Financial mstruments not considered to be Baste financial tnstruments (Other financial instruments)

Other financial instruments not mecting the definition of Basic Financial Instraments are recognised tutially at fair value Subsequent
1o itial recognition other financial instruments are measured at fair value with changes recognised in profit or loss or investment
feserve as appropriate

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation
The company asscsscs at cach reporting date whether tangble fixed assets are impaired.
Depreciation is charged to the profit and loss account on a reducing balance bas:s at the following rate

. fixturcs and fittings 25% per year

Depreciation methods, useful hives and residual values are reviewed if there is an indication of a significant change since last annual
reporting date in the pattern by which the company expects to consume an asset’s future economic benefits

Government grants

Amounts received from government agencies by the Company have been invested in Merseyside enterprises through a number of
limited partnerships and limiated Liability partnerships. Due to the nature of the investments made through the partnerships, the amounts
mvested are fully provided for, and the corresponding creditor to the government agencies released due to the sigmificant uncertainty
over recovery. Amounts that have been generated by the partnerships, have been remitted back to the Company, and the provision
agamst the investment in the partnerships has been reversed An investment reserve is then created which is included in other
creditors  This balance represents amounts that must be esther remvested m Merscyside enterprise, or are due back to the government
agencics who initially provided the funding.
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Notes to the financial statements
{continued}

Accounting policies (continued)
Impairment excluding deferred tax assets

Financial assets (including vther debtors)

A financial assct not carmed at fair value through profit or loss 18 asscssed at cach rcporting date to determune whether there 1s
objective cvidence that st is impaired A financial asset 1s impaired if objective evidence indicates that a loss event has occurred after
the inihial recogmition of the asset, and that the loss event had a negative effect on the cstimated future cash flows of that asset that can
be estimated reliably,

An impairment loss m respect of a financial asset mecasured at amortised cost is calculated as the difference between 1ts carrying
amount and the present value of the esthmated future cash flows discounted at the asset’s original effective mnterest rate Interest on the
impaired asset continues to be recognised through the unwinding of the discount Impairment losses arc recognised 1 profit or loss
When a subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss 1s reversed through profit
or loss.

Provisions

A provision 1s recognised i the balance sheet when the entity has a present legal or constructive obligation as a result of a past event,
that can be rchably measured and 1t 13 probable that an outflow of economuc benefits will be required to setile the obligation.
Provisions are recognised at the best estimate of the amount required to settle the obhgation at the reporting date

Where the parent Company enters into financial guarantec contracts to guarantee the indebiedness of other companies withm ats
group, the company treats the guarantee coniract as a contingent hability 1n 1its individual financial statements until such time as 1t
becomes probable that the company will be required to make a payment under the guarantee

Turnover

Fees and other incone
Fees and other incore represents princaipally fund management, investment arrangement and monittoring fees Income 15 recognised as
1t accrues.

Investment incone
Ihvestment income represents Joan interest receivable en fixed asset investments Income 1s recognised as 18 accrues

Expenses

Cperating lease

Payments {excluding costs for scrvices and msurance} made under operating leascs are recognised in the profit and loss account on a
stratght-line basis over the term of the lease unless the payments to the lessor are structured to increase 1n line with expected general
inflation, 1n which case the payments related to the structured mncreases are recognised as incurred. Leasc incentives received are
recognised in profit and loss over the term of the lease as an integral part of the total leasc expense.

Interest recervable and interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as habihties and finance leases
recognised 1n profit or loss using the effective interest method, unwinding of the discount on provisions, and net foreign exchange
losses that are recognised in the profit and loss account.

Other mterest receivable and sinular income include interest recervable on funds invested

Interest income and nterest payable are recognised m profit or loss as they accrue, using the effeetive interest method

Employee Benefits

Defined contribution plans and vther long term employee benefits

A defined contribution plan 1s a post-employment benefit plan under which the company pays fixed contmbutions into a separate entity
and will have no legal or constructive obligation to pay further amounts Obligations for contributions to defined contribution pension
plans are recognised as an expense 1n the profit and loss account in the periods during which services are rendered by employees

Taxation

Tax on the profit or loss for the year comprises current and deferred tax Tax is recognised in the profit and loss account except to the
extent that it relates to items recogmsed directly in equuty or other comprehensive income, in which case 1t is recognised directly in
cquity or other comprehensive income,

Current tax is the expested tax payable or recervable on the taxable income or loss for the year, using tax rates cnacted or substantively
cnacted at the balance sheet date, and any adjustment to tax payable n respect of previous years
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{continued)

Accounting policies (continued)
Taxation (continued)

Deferred tax 1s provided on timing differences which anse from the nclusion of meome and expenses in tax assessments in penods
different from those n which they arc recogmsed 1n the financial statements. The following timmyg differences are not provided for:
differences between accumulated depreeiation and tax allowances for the cost of a fixed asset 1f and when all condinons for retaining
the tax allowances have been met; and differences relating te investments in subsidiaries, to the extent that it 1s not probable that they
will reverse 1n the foreseeable future and the reporting entity 13 able to control the reversal of the tuning difference  Deferred tax 1s not
recognised on permanent differences arising because certain types of income or cxpense are non-taxable or are disallowable for tax or
because certain fax charges or allowances arc greater or smaller than the corresponding income or expense

Deferred tax 1s measured at the tax rate that is expected to apply to the reversal of the related difference, usmg tax rates enacted or
substantively enacted at the balance sheet date Deferred tax balances are not discounted

Unrelieved tax Josses and other deferred tax assets arc recognised only to the extent that 15 1t probablc that they will be recovered
against the reversal of deferred tax habilities or other future taxable profits.

Audit exemption for subsidiaries

Advantage has been taken of the audit exemption available for small companies conferred by section 479z of the Companies Act 2006
on the grounds:

a. that for the year eaded 31 March 2017 the company was entitled to the excmption from a statutory audit under section 479a of the
Companies Act 2006 relating to small compamics, and

b. that no notice has been deposited under section 476 of the Companies Act 2006 1n relation te the financial statements for the
financial year

The directors acknowledge their responsibilities for.

a. ensuring that the company keeps adequate accounting records which comply with section 386 of the Compantes Act 2006; and

b. preparing financial statements which grve a true and fair view of the state of the affamrs of the company at 31 March 2017 and of its
profit or loss for the year then ended in accordance with the requirement of section 394 of the Companics Act 2006, and which
othcrwise comply with the requirements of the Companies Act 2006 rclating to financial statements so far as applicable to the
company

The following compamies have takcn advantage of the exemptien from audit under Section 47%9a of the Compantes Act 2006 .-

AFM Merseyside Mezzanine Limited (04274232), AFM Merseyside Ventures Linuted (04274737), AFM Small Firms Fund Linuted
(04275276), Alhance Fund Managers Nominees Limited (04277713), AFM R10] Ventures Limited (04274723), AFM Sced Fund
Limited (05303817), BCE Fund Managers (Merseysidc) Limited (03147091), Liverpool Ventures Limited (04894769), LVL Seed
Fund Limited (05303818), Merseyside Special Investment Mezzanine Fund Two Limited (04257322), MSIF Seed Fund Linmted
(05303819), Merseyside Special Investment Venture Two Limited (04257309), Merseyside Special Investment Venture Fund Lirmited
(03104077), Merseyside Special Investment (Small Firms) Fund Two Linuted (04257331), AFM NWF General Partner LLP
(0C392158)

Turnover 2017 2016
£ £

Income from loan investments - 65,856
- 65,856

Staff costs 2017 2016
£ £

Wages and salaries 539,739 521,091
Soctal sccurity costs 51,521 49,365
591,260 570,456

The monthly average number of employees during the year was.

2017 2016
Finance and admimsstration 7 6
Fund management 7 7
14 13

The company operates two defined contnbution pension schemes.
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{continued)
Directors' remuneration 2017 2016
£ 3
Aggtepated emoluments 109,923 101,736
Sums paid to third parties for directors’ services 55,037 60,000
164,960 161,736

The amount 1n respect of sums paid to third partics relates to amounts payable to Liverpool Chamber of Commerce, KYC Limuted,
Liverpool LEP and Kinnagoe Ventures Ltd for the services of Messrs Brnan McCann, Andrew Righy, Mark Basnett and Elaine

ODonnell respectively. 2016 included payments to Atherton Consulting for the services of Terence Atherton

Interest receivable and similar income 2017 2016
£ £
Bank 106,787 97,697
Partner company - 115,528
106,787 213,225
{Loss)/Profit on ordinary activities before taxation 2017 2016
£ £
{Loss)/Profit on ordinary activities before taxation is stated afier charging.
Depreciation of tangible fixed assets 8,438 9,537
Auditors' remuneration for
Audit fees
Fees payable to the company auditors for the audiv of the parent company and consolidated
financial statements 31,000 19,500
Fecs payablc to the company's auditors and 1ts associates for other services
- The audit of the company’s subsidiaries pursuant to legislation 10,080 10,341
- Other services pursuant te legislation 5,000 -
- Tax Services 31,395 29.400
- Other 2,000 16,000
Operating lease cost-land and buildings 36,652 37,265
Tax on loss on erdinary activities 2017 2016
£ £
UK Corporation tax at 20% (2016. 20%) - -
Deferred tax - {259,243)
- {259,243)
The tax credit for the year 15 different to the standard rate of corporation tax 1n the UK 20% (20%: 2016} as explamned below
Factors affecting tax charge for year
2017 2016
£ £
(Loss)/profit for the year {35,233) 4,598,003
Total tax credit - (259,243)
(Loss)/profit on ordinary activities before tax {35,233) 4,338,760
(Loss)/profit on ordinary activities multiplied by standard rate of Corporation tax 1 the
UK of 20% {2016° 20%) {7,047} 867,752
Effects of
Fixed asset differences 853 -
Adjustments to brought forward values 86,953 -
Other permenant differences 19 -
Group mcome (8,530) -
Income/expenses not chargeable for tax purposes 11,656 16,033
Profits altocated from partnership - 1,193,005
Group relief not paid (9,235) 13,053
Adjustment to tax charge in respect of pior periods - (792,199}
Deferred tax not recognised (74,669) {1,556,887)
Total tax credit for the year (note 6(a)) - (259,243)
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Deferred tax

Excess of depreciation over tax allowances
Ongnation and reversal of timung differences
Adjustments 1i respect of previous periods
Losses

Proviston at start of year
Deferred tax charge 1n profit and loss account
Provision at cnd of year

Merseyside Special Investrnent Fund Limited
Annual report and consclidated financial statements
Registered No. 02981031

31 March 2017

2017 2016
£ £
- 259,240
- (259,240}

The Group has net of other timing differences, losses available to be carmed forward for tax purposes of approximately £4.4 mullion

(2016: £4 8 nulhon) (company £0.6 rmlhion (2016: £0 7 nullion)) at 31 March 2017, which have not been recognised

Factors that may future current and total tax charges

Reductions in the UK corporation tax rate from 23% to 21% (effective from | April 20t4) and 20% (effectine from | Apnil 2015)
were substantively enacted on 2 July 2813 Further reductions to 19% (effective from 1 Apnl 2017) and to 18% (effective 1 Apnl
2020) was substantively enacted on 26 October 2015 An additional reduction to 17% (effective from 1 Apni 2020) was substantively

enacted on 6 Scptember 2016

Tangible fixed assefs

Cost

At 1 Apnl 2016
Additions during the year
At 31 March 2017

Accumulated depreciation
At1 Apnl 2016

Provided duning year

At 31 March 2017

Net book valoe at 31 March 2017
Net baok value at 31 March 2016

Fixed asset investments
Group financial assets

Loan investments made by MSIF Limited t/as Start Up Loans

Cost

At 1 Apnil 2016
Transferred in year
Repayments

At 31 March 2017

Net amounts provided in year
At1 Apnil 2016

Transferred in year

At 31 March 2017

Net book value at 31 March 2017
Net book value at 31 March 2016

Group Company
£

211,263 54,600

7,715 4.241

218,978 58,841

175,021 37.890

8,438 4,266

187,459 42,156

31,519
32,242

16,685
16,710

Loan investment
£

1,348,771
(1,348,771}

337,193
(337,193}

1.011,578
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Group financial assets (continued)

L.0an investments made by Merseyside Small Loans for Business Investment Fund Limited

Cost

At 1 Apnl 2016
Additions 1n year
Written off » the year
Repayments

At 31 March 2017

Net amounts provided in year

At 1 April 2016

Movement in provision for the year
At 31 March 2017

Net book value at 31 March 2017
Net book value at 31 March 2016

Loan investments made by Small Business Loans Limited

Cost

At ] Apnl 2016
Additions in year
Wrnitten off in the year
Repayments

At 31 March 2017

Net amounts provided in year

At 1 April 2016

Movement 1n provision for the year
At 3] March 2017

Net book value at 31 March 2017
Net book value at 31 March 2016

Loan investments made by North West Transitional Loan Investment Fund LLP

Cost

At ] Apnl 2016
Additions mn year
Loan repayments
Written off in year
At3F March 2017

Net amounts provided in year

At 1 April 2016

Movement in provisien for the year
At 31 March 2017

Net book value at 31 March 2017
Net book value at 31 March 2016

Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2017

Loan investment
£
1,566,158
407,500
{(10,000)
(439,670)

1,523,988

973,601
{34,943)

938,658

585,330

592,557

Loan investment
£
1,845,862
188,295
(5.595)
(423,118)

1,605,446

522,954
41,479

564,433

1,641,013
1,322,908

Loan investment
£
1,892,223
365,000
{337,527)
(71,681)

1,848,015

1,203,334
171,427

1,374,761

473,254
688,885



§ (a)

8(b)

8(c)

8 (c)

Notes to the financial statements
(continued)

Group financial assets (continued)

Merseyside Special Investment Fund Limited

Loan and equity investments made by Merseyside Loan & Equity Fund LLP

Cast or valuation

Atl Apnl 2016
Amounts invested in year
Movement in fair value
Repayments

Loans novated

Written off in year

At 31 March 217

Net amounts provided for

At 1 Apnl 2016

Movement i provision for the year
Loans novated

At31 March 2017

Net book value at 31 March 2017
Net book value at 31 March 2016

Annual repori and consolidated financial statements

Registered No. 02981031

31 March 2017

Equity Non Equity Loan & Equity
Investment

£ £ £
1,306,465 9,365,255 10,671,720
141,980 2,630,000 2,771,980
(809,436} - (809,436)
- (1,235,973} (1,235,973)

- 689,290 689,290
- (42,894} (42,894)

639,009 11,405,678 12,044,687

- 4,685,007 4,685,007

- 1,758,949 1,758,949

- 689.290 689,290

- 7,133,246 7,133,246

639,009 4,272,432 4,911,441
1,306,465 4,680,248 5,986,713

Equity investments are valued using an appropriate valuation techmque  For an established business we use a nulitple of maintainable
carmings and apply a marketability discount Te ensure that we use an appropnate multiple, we will use our entry multiple for new
investments. or the mulhple used n any offers recerved or valuation excerciscs performed for recent companbie deais.

investments in Limited Partnerships made by other group companies

Cost

At ] April 2016
Movement in year
At 31 March 2017

Amounts written off/released
At 1 Apnl 2016

Movement tn year

At 31 March 2017

Net book value at 31 March 2016 and 31 March 2017

Investments in subsidiary wndertakings

Company
At l Apnl 2016
At 31 March 2017

Capital grants

Investments recogoised
£ £

40,447,815 (40,447.815)
(1,029,400) 1,029,400

39,418,415 (39,418,415
(40,447,815) 40,447,815

1,029,400 (1,029,400)
(39,418,415) 39,418,415

£

296,529

296,529

As at the year-end the company holds the entire share capital of the following principal subsidianies, all of which have a year-end of 31

March, All subsidiaries are registered 1n England.

Investments in subsidiary undertakings (continued)

Name of undertaking

Companies:

Merseyside Special Investment Venture Fund Limited
Merscyside Special Investment Venture Fund Two Limited
Merseyside Special Investment (Small Firms) Fund Two Limited
Merseyside Special Investment Mezzanme Fund Two Limited
Merseyside Small Loans for Business Investment Fund Limited
MBSIF Seed Fund Linuted

Merscyside Loan & Equity Fund LLP

Small Business Loans Limited

North West Transitional Loan Investment Fund LLP

Alliance Fund Managers Lumited

Principal activity

Investment Company
Investment Company
Investment Company
Investment Company
Investment Company
Investment Company
Investment Company
Investment Company
Investmcent Company

Management Company

In addition Merseyside Special Investment Fund Limited 15 the sole guarantor of Liverpool Ventures Limuted {a company limited by

guarantee)

The directors believe that the carrying value of the investments 1s supporicd by their underlying net assets
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Debtors Group Company
2017 2016 2017 2016
£ £ £ £
Amounts falling due within one year:
Other debtors 1,204 21,683 6,972
Amounts owed by group undertakings - - 5,223,091 7.650,172
Other taxation and social security 37,545 37,491 - -
Prepayments and accrued income 79,091 53,875 36,710 31,530
117,840 113,049 5,259,801 7,688,674

The amounts owed by group undertakings arc unsecured, repayable on demand and at a2 vanable rate of mterest

Cash and cash equivalents/bank overdrafis 2017 2016

£ £
Cash at bank and in hand 30,284,268 29,484,170
Cash and cash equevalents per cash flow statements 30,284,268 29,484,170

Creditors: amounis falling due within one year

Group Company
2017 2016 2017 2016
£ £ £ £
Trade creditors 27,625 27,591 13,674 16,619
Amounts owed to group undertakings - - 4 5.380
Taxation and social secunty 35,116 56,304 35,116 56,304
Other creditors 25,712,142 26922711 21,223,838 22,254,068
Accruals and deferred income 166,024 168,097 65,598 75,684
25,940,907 27,174,703 21,338,230 22,408,055

The amounts owed to group undertakings are unsecured, repayable on demand and at a mil rate of interest

Other creditors include amounts totalling £23,734,673 (2016 £25,294,791} that Merseyside Special Investment Fund Limited 1s
obhiged to invest in future Merscyside enterprise. OFf this £2.442,712 (2016. £1,044,113) has becn released in the year to reflect
nvestments previously made but subsequently written off and increases in provisions for doubtful debts

Creditors: amounts falling due after more than one year

Group Company
2017 2016 1017 2016
£ £ £ £
Bank loans repayable within five years 423,941 942,353 - -
423,941 942,353 - -

At 31 March 2017 the bank loans represents borrowings under drawdown lean facilihes of £450,000 entered mto on 10 July 2013,
£530,000 entered mnte on 31 July 2014 and £370,000 entered mto on 10 June 2015 for a period of 4 years

Interest is charged at the Bank of England rate plus 3 5% on the agreement entered into on 10 July 2013, at the Bank of England rate
plus 4% on the agreement entered mto on 31 July 2014 and at the Bank of England rate plus 4% on the agreement entered mto on 10
June 2015

Interest-bearing loans and borrowings

This note provides information about the contractual terms of the Group's and parent company's interest-beaning loans and borrowings,
which are measured at amortised cost

2017 2016
£ £

Creditors falling due after more than one year
Bank Loans 423,941 942,352
423,941 942,352
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Interest-bearing loans and borrowings (continued)

Termy and debt repayment schedule

Nonunat Year of

Group Currency Interest Rate maturity 2017 2016
£ £

Unity year 1 GBP 3 5% 2017 129,716 104,117
Unity year 2 GBP 4 0% 2018 106,904 365,013
Unity year 3 GBP 4.0% 2019 257,605 369,105
Co Operative Bank GBP 3.5% 2017 29,716 104,117
423,941 942,352

Provisions for Habilities

Deferred tax assets have not been cammed forward, as recovery 1a future years 1s not considered to be probable The amount of
deferred tax provided and not recognised comprises

Group Deferred Tax Provided Deferred tax not recognised

2017 2016 2017 2016

£ £ £ £

At start of year - 259,243 {4,895,645) (4.099,756)
Excess of depreciation over tax allowance - - (8,309) {5.815)
Other timuing differences - - - -
Profit and loss account movement in year - (259,243) 531,134 (790,074)
At end of year - - {4,372,820) (4.895,645)
Group and Group and
Company Company

Other provisions 2017 2016
£ £

At start of year 2,275,648 4,551,297
Provided 1n year - -
Paid in the year - {2,275,649)
At end of year 2,275,648 2,275,648

There 1s a hability to repay some of the funds retumed from the company's investments to one of 1ts original investors  The group
intends to settle this when it falls due and has provided for the balance 1n full

Analysis of total provision 2017 2016
£ £

Current - -
Nen Current 2,275,648 2,275,648
2,275,648 2,275,648

Called up share capital

The company does not have sharc capital and is linuted by guarantec. The habulity of the members 1s limited to a nunimum of £1 and a
maximum of £100 cach. At 31 March 2017 the company had 3 members (2016 3)

Operating lease commitments

At 3] March 2017 the company had annual commitiments under non-cancellable operating leases as set out below:

Land and Land and
buildings buildings
2017 2016
£ £
Expiring’
Within one year 13,335 34935
Between one and two years - 13,335

Between two and three years

20
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Contingent liabilities

31 March 2017

One of the group entities {Merseyside Special Investment Venture Fund Tweo Linited) has provided a guarantee to Merscy Pension
Fund (MPF) in respect of its capital account with Merseyside Special Investment Venture Fund No 3 Limted Partnership. Merseyside
Special Investment Venture Fund Two Limuted guarantees to pay an amount equal to 50% of the shortfall between the total amounts

received by MPF and thewr mutial loan of £2,000,000

At 31 March 2017, £1,625,142 (2016: £1,534,542) had been repaid to MPF, leaving the partnership capital account at £372,858

(2016 £463.,458) This means that the maximum potentsal hability to the group 1s £186,429 (2016: £231,729)

Reconciliation of operating loss to net cash inflow from operating activities

2017 2016
£ £
(Loss)/Profit for the year (35,233) 4,598,003
Depreciation 8,438 9,537
Loans written off 130,170 96,484
Increase 10 provisions agamnst fived assets - 168,459
Interest recervable and similar mcome (106,787) (213,225)
Taxation (259,243)
(3,412) 4,400,015
(Increase}/Decrease in debtors under 1 year (4,791) 29,196
Decrease in creditors 2,524,130 3.938.680
Increase 1 provision for liabilitics - (2,275,649)
Net cash inflow from operating activitics 2,515,927 6,092,248

Capital commitments

The Group had capital commutments of £520,500 (2016 £1,559.667).
Related party transactions

The emeluments of certain dircetors were paid to third parties (sec note 4)

The Group has taken advantage of the exemption available under Scetion 33 of FRS 102 to not disclose transactions with other

companies in the group headed by Merseyside special Investment Fund Ltd.

Transactions with limited partnershups of the group are not considered to be related party transactions, as Merseyside Special
Investment Fund Limited does not gam any econormc benefits from these vehicles, as any return on these mnvestments must be

telmvested
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