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MONTANARO ASSET MANAGEMENT LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Introduction

Montanaro Asset Management Limited ("MAM?”) is an asset management company specialising in quoted Small
and MidCap equities.

MAM provides the following services:

. Discretionary management of pooled investment vehicles (Investment Trusts and OEICs);
. Discretionary management of segregated mandates primarily for institutionaf clients.

MAM trades on an agency basis. It does not hold client assets or cash. All clients have independent
custodians. It only invests in liquid equity securities traded on recognised stock exchanges.

Business review

The launch of the Montanaro Better World Fund in April 2018 was a seminal moment in the Company's history.
Far the first time, Montanaro began investing globally in quoted smaller companies.

At 31 December 2018, MAM's funds under management were £2 billion (2017: ¢.£2 .6 billion).
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MONTANARO ASSET MANAGEMENT LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Principal risks and uncertainties

The main risks to MAM are a loss of client assets or a decline in Stock Markets (as most fee income is based on
portfolio valuations), either or both of which would result in reduced revenues to MAM. This might impact the
ability to invest in MAM as required and to retain staff.

MAM’s ICAAP financial analysis shows that MAM could continue to operate with the existing fixed cost structure
for at least 3 years with no revenue,

The Board monitors MAM's performance through the use of regular financial information and management
reports. The Board particularly focuses on MAM's levels of profitability and financial strength.

MAM is managed conservatively and has no bank debt or debt due to any external third parties. Furthermore, it
maintains significant cash balances.

MAM far exceeds its basic regulatory capital requirements which are necessary for the prudential running of the
business. This is because of the following factors:

MAM holds cash balances many times greater than its fixed overhead requirement;
Within its regulated activities MAM assumes no market risk;

MAM has a diverse and growing client base; and

MAM's clients are geographically diversified.

There are no plans to change the broad nature of MAM's business in the future.
Objectives

MAM has remained a specialist manager in quoted Small and MidCap since its foundation in 1991. There are
no plans to invest into other asset classes.

MAM aims to continue growing its funds under management by growing its Irish-domiciled open-ended funds
and accepting a small number of additional segregated mandates. In addition, MAM is in the process of
evaluating the benefits of launching an onshore fund range to cater to UK-based investors unable or unwilling to
invest offshore.

The Board believes that the MAM has plenty of capacity left to grow.

Financial key performance indicators

During the year under review, turnover increased by 26% (2017: decreased by 10%). There were performance
fees of £6.8 million {2017: £1.2m) on funds that outperformed their benchmarks in 2018.

The strength of the Balance Sheet of the Company improved with an increase in Net Asset Value of 5% (2017:
14%).
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MONTANARO ASSET MANAGEMENT LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Other key performance indicators
Employees

Staff retention and the stability of the team are important to MAM. Staff rotation was minimal in 2018 and the
number of employees moved from 26 in 2017 to 27 in 2018.

The Company is looking to appoint two additional employees over the course of 2019,
Future Development

Over the coming years MAM will be focusing on winning assets in order to take advantage of its ability to invest
globally and help offset the structural decline in fees. Management has devised a three-pronged strategy which
has already been set in motion:

1) Launch of a UK onshore fund range — the aim is to launch mirror funds to the Irish-domiciled UK Income
Fund, Eurcpean Income Fund and Better World Fund. The appetite for onshore funds in the UK has
further increased due to Brexit.

2) New markets — MAM has identified new geographies of interest from a distribution standpoint including
Australia, italy, Japan and New Zealand. The attractiveness of each market, together with the benefits of
appointing a third-party distribution partner, will be carefully evaluated over the course of the year.

3) Launch of a second Global guoted Small & MidCap fund — this product will complement MAM's existing
fund range by offering investors a traditional stock-picking Global SmallCap fund, a strategy that is of
growing interest to institutional investors worldwide.

MAM’s intention is to remain a specialist in Global quoted Small and MidCap with a strong ESG and Impact
franchise,

This report was approved by the Board and signed on its behalf.

C G B Montanaro
Director

Date: 25 Maurch 1014
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MONTANARO ASSET MANAGEMENT LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The Directors present their report and the financial statements for the year ended 31 December 2018.
Directors' responsibilities statement

The Directors are responsible for preparing the Group Strategic Report, the Directors' Report and the
consolidated 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 the
Directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial
Reporting Standard 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 Company and the Group and of the profit or loss of the Group for
that period.

In preparing these financial statements, the Directors are required to:

. select suitable accounting policies for the Group's financial statements and then apply them cansistently;

. make judgments and accounting estimates that are reasonable and prudent;

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

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.
The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and the Group and to enable them to ensure that the financial statements comply with the Companies

Act 2006. They are also responsible for safeguarding the assets of the Company and the Group and hence for
taking reasonable steps for the pravention and detection of fraud and other irregularities.

RESULTS

The profit for the year, after taxation, amounted to £5,184,759 (2017 - £8,994,866).
During the year, dividends paid totalled £3,146,000 (2017: £4,718,450).

Directors

The Directors who served during the year were:

C G B Montanaro

C P R H Burant Des Aulnois

D J Gamble
J G Tregoning
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MONTANARO ASSET MANAGEMENT LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Disclosure of information to auditor

Each of the persons wheo are Directors at the time when this Directors' Report is approved has confirmed that;

. so far as the Director is aware, there is no relevant audit information of which the Company and the
Group's auditor is unaware, and

. the Director has taken all the steps that ought to have been taken as a Director in order to be aware of
any relevant audit information and to establish that the Company and the Group's auditor is aware of that
information.

Post balance sheet events
There have been no significant events affecting the Group since the year end.

Auditor

The auditor, Hillier Hopking LLP, will be proposed for reappeointment in accordance with section 485 of the
Companies Act 20086,

This report was approved by the Board and signed on its behalf.

C G B Montanaro
Director

Date: 25 W\Q“Ll\ 1014
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MONTANARO ASSET MANAGEMENT LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF MONTANAROQ ASSET
MANAGEMENT LIMITED

Opinion

We have audited the financial statements of Montanaro Asset Management Limited (the 'parent Company'} and
its subsidiaries (the 'Group") for the year ended 31 December 2018, which comprise the Group Statement of
Comprehensive Income, the Group and Company Balance Sheets, the Group Statement of Cash Flows, the
Group and Company Statement of Changes in Equity and the related notes, including a summary of significant
accounting pelicies. The financial reporting framework that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 ‘The Financial
Reporting Standard applicable in the UK and Republic of Ireland' (United Kingdom Generally Accepted
Accounting Practice).

In our opinion 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
December 2018 and of the Group's profit for the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

. have been prepared in accordance with the requirements of the Campanies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (ISAs (UK)) and applicable
law. Qur responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the Group in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the United Kingdom, including the
Financial Reporting Council's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have cbtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusicns relating to going concern

Woe have nothing to report in respect of the following matters in relation to which the 1SAs (UK) require us to
report to you where:

. the Directors' use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
. the Directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Group's or the parent Company's ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The Directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our Auditor's Report thereon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.
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MONTANARO ASSET MANAGEMENT LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF MONTANARO ASSET
MANAGEMENT LIMITED (CONTINUED)

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to repart that fact.

We have nothing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006

In our opinicn, based on the work undertaken in the course of the audit:

. the information given in the Group Strategic Report and the Directors' Report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and
. the Group Strategic Report and the Directors' Report have been prepared in accordance with applicable

legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Group and the parent Company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Group Strategic Report

or the Directors’ Report.

We have nothing to repert in respect of the following matters in relation to which 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; or

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

Responsibilities of directors

As explained more fully in the Directors’ Responsibilities Statement on page 4, the Directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the Directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group's and the parent
Company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the Directors either intend to liquidate the Group or the
parent Company or to cease operations, or have no realistic alternative but to do so.
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MONTANARO ASSET MANAGEMENT LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF MONTANARO ASSET
MANAGEMENT LIMITED (CONTINUED)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an Auditor's Report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with [SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Auditor's Report.

Use of our report

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 18 of
the Companies Act 2008. Our audit work has been undertaken so that we might state to the Company's
members those matters we are required to state to them in an Auditor's Report and for no other purpase. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company
and the Company’s members, as a body, for cur audit werk, for this report, or for the opinions we have formed.

gxmm\ QG)Q\\N
Simaon Speller FCA (Senior Statutory Auditor)

for and on behalf of
Hillier Hopkins LLP

Chartered Accountants
Statutory Auditor

Radius House

51 Clarendon Road
Watford

Herts

wD17 1HP

Date: 25 M(\r{\f\ 2014
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MONTANARO ASSET MANAGEMENT LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover
Cost of sales

Gross profit

Administrative expenses
Fair value movements

Operating profit

Income from investments
Profit on disposal of investments
Interest receivable and similar income

Profit before taxation

Tax on profit

Profit for the financiai year

Increase in share option reserve

Other comprehensive income for the year

Total comprehensive income for the year

Profit for the year attributable to:

Owners of the parent Company

Total comprehensive income for the year attributable to:

Owners of the parent Company

The notes on pages 15 to 29 form part of these financial statements.

Note

10

11

2018 2017
£ £
22,188,801 17,575 566
(3,944,749)  (4,006,851)
18,244,052 13,568,715
(9,168,121) (12,027,495)
(2,856,557) 5,571,560
6,219,374 7,112,780
523,288 395,414
36,776 1,995 854
111,953 95,831
6,891,391 9,599,879
(1,706,632)  (605,013)
5,184,759 8,994,666
536,987 3,195,000
536,987 3,195,000
5,721,746 12,189,866
5,184,759 8,994,866
5,184,759 8,994,866
5,721,746 12,189,866
5721746 12189866
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MONTANARO ASSET MANAGEMENT LIMITED
REGISTERED NUMBER: 03246931

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2018

2018 2017
Note £ £
Fixed assets
Tangible assets 13 38,221 134,002
38,221 134,002
Current assets
Debtors: amounts falling due within one year 15 11,890,784 10,729,574
Current asset investments 16 37,506,555 26,913,439
Cash at bank and in hand 17 20,643,766 31,594,385
70,041,105 69,237,398
Creditors: amounts falling due within one
year 18  {13,522,019) {13,858,641)
Net current assets 56,519,086 55378757
Total assets less current liabilities 56,557,307 55,512,759
Creditors: amounts falling due after more
than one year 19 (52,9786) (1,584,174)
Net assets 56,504,331 53,928 585
Capital and reserves
Called up share capital 22 550,000 550,000
Other reserves 23 6,339,762 5,802,775
Profit and loss account 23 49 614 569 47,675,810
Equity attributable to owners of the —_— ——————
parent Company 56,504,331 53 928 585

56,504,331 53,928,585

ents were approved and authorised for issue by the Board and were signed on its behalf by:

C G B Montanaro
Director

Date: 25 Murth 2,014

The notes on pages 15 to 29 form part of these financial statements.
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MONTANARO ASSET MANAGEMENT LIMITED
REGISTERED NUMBER: 03246931

COMPANY BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets

Tangible assets
Investments

Current assets

Debtors: amounts falling due within one year
Current asset investments
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Net assets

Capital and reserves

Called up share capital
Other reserves
Profit and loss account

Note

13
14

15
16
17

18

18

22
23
23

11,890,784
37,506,555
20,638,877

70,036,216

(14,051,148)

2018

38,221
50,000

88,221

55,985,068

56,073,289

(52.976)

56,020,313

550,000
5,339,762
49,130,551

56,020,313

10,729,574
26,913,439
31,589,466

69,232,479

{14,387,740)

2017

134,002
50,000

184,002

54,844,739

55028741

(1,584,174)

53,444,567

550,000
5,802,775
47,091,792

53,444,567

The fin/gncial stﬁtements were approved and authorised for issue by the Board and were signed on its behalf by:
A ;
| A

C G B Montanaro
Director

Date: 725 Mqul\ 014

The notes on pages 15 to 29 form part of these financial statements.
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MONTANARQO ASSET MANAGEMENT LIMITED

CONSOLIDATED STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Called up Profit and

share Other loss
capital reserves account Total equity
E £ £ £
At 1 January 2017 550,000 2607775 43299394 46,457,169
Profit for the year - - 8,994 866 8,994 866
Share option reserve movement - 3,195,300 - 3,195,000
Dividends: Equity capital - - (4,718,450)  (4,718,450)
At 1 January 2018 550,000 5,802,775 47 575,810 53,928,585
Profit for the year - - 5,184,759 5,184,759
Share option reserve movement - 536,987 - 536,987
Dividends: Equity capital - - (3,146,000) (3,146,000}
At 31 December 2018 550,000 6,339,762 49614569 56,504, 331
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MONTANARO ASSET MANAGEMENT LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

Called up Profit and

share Other loss
capital reserves account Total equity
£ £ £ £
At1 January 2017 550,000 2607775 42,815376 45,973,151
Profit for the year - - 8.994,866 8,994,866
Share option reserve movement - 3,195,000 - 3,195,000
Dividends; Equity capital - - (4,718,450) (4,718,450)
At 1 January 2018 550,000 5,802,775 47,091,792 53,444,567
Profit for the year - - 5,184,759 5,184,759
Share option reserve movement - 536,987 - 536,987
Dividends: Equity capital - - (3,148,000) (3,146,000)
At 31 December 2018 550,000 6,339,762 49,130,551 56,020,313
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MONTANARO ASSET MANAGEMENT LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
£ £
Cash flows from operating activities
Profit for the financial year 5,184,759 8,994,866
Adjustments for:
Depreciation of tangible assets 103,061 243,965
Interest and dividends received (835,241) {491,245)
Taxation charge 1,706,632 605013
(Increase) in debtors (1,109,112} (3,178,817}
(Decrease)/increase in creditors (2,126,550 7,046,700
Net fair value losses/(gains) recognised in P&L 2,856,557  (5,571,560)
Corporation tax (paid) {1,500,000) (1,301,616}
Share Option Movement 536,987 3,195,000
(Profit) on disposal of investments (36,778) (1,995,854)
Net cash generated from operating activities 4,980,317 7,546,452
Cash flows from investing activities
Purchase of tangible fixed assefs (7,282) (8.665)
Purchase of short term listed investments {13,605,257) (217,937}
Sale of short term listed investments 155,586 2,510,271
Interest received 111,953 95,831
Dividends received 523,288 395,414
Profit on disposal of investments 36,776 1,995,854
Net cash from investing activities (12,784,936) 4,770,768
Cash flows from financing activities
Dividends paid (3,148,000) (4,718,450)
Net cash used in financing activities (3,146,000) (4,718,450)
Net (decrease)fincrease in cash and cash equivalents (10,950,619) 7,598 769
Cash and cash equivalents at beginning of year 31,594,385 239956716
Cash and cash equivalents at the end of year 20,643,766 31,594,385
Cash and cash equivalents at the end of year comprise:
Cash at bank and in hand 20,643,766 31,594,385
20,643,766 37,594,385
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

General information

Montanaro Asset Management Limited is a company incorporated in the UK. Its registered office address
and principal place of business is 53 Threadneedle Street, London, EC2R 8AR. The principal activity of
the company is asset management.

Accounting policies

2.1

2.2

2.3

24

2.5

2.6

Basis of preparation of financial statements

The financial statements have been prepared under the histarical cost convention in accordance
with Financial Reporting Standard 102, the Financial Reporting Standard applicable in the UK and
the Republic of lreland and the Companies Act 2006,

The following principal accounting policies have been applied:

Basis of consolidation

The consolidated financial statements present the results of the Company and its own subsidiaries
("the Group”) as if they form a single entity. Intercompany transactions and balances between group
companies are therefore eliminated in full.

Revenue

Revenue represents amounts receivable for investment management services provided net of VAT,
Revenue is recognised when the right to that income is earned.

Valuation of investments

Investments in subsidiaries are measured at cost less accumulated impairment.

Investments in shares and units publicy available are remeasured to market value at each Balance
Sheet date. Gains and losses on remeasurement are recognised in the Profit and Loss Account for
the period.

Tangible fixed assets

Tangible fixed assets are stated at cost or valuation less depreciation. Depreciation is provided at
rates calculated to write off the cost or valuation of fixed assets, less their estimated residual value,

over their expected useful lives on the following bases:

The estimated useful lives are as follows:

L/Term Leasehold Property - Over 10 years
Fixtures & Fittings - Qver 4 years
Office Equipment - 3tu 4 years
Debtors

Short term debtors are measured at transaction price.

Page 15



MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies {(continued)

27

2.8

2.9

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions, Cash equivalents are
highly liquid investments that are readily convertible to known amounts of cash with insignificant risk
of change in value.

Financial instruments

The Group only enters into basic financial instruments transactions that result in the recognition of
financial assets and liabilities like trade and other accounts receivable and payable, loans to related
parties and investments in shares and units that are publicly available.

Debt instruments that are payable or receivable within one vyear, typically trade payables or
receivables, are measured, initially and subsequently, at the undiscounted amount of the cash or
other consideration, expected to be paid or received.

Current asset investments in shares and units are either listed or publicly available and measured at
fair value with changes recognised in the Profit and Loss Account.

Creditors

Short term creditors are measured at the transaction price.

2.10 Foreign currency transilation

Functional and presentational currency
The company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Profit and Loss Account.

2.11 Dividends

Equity dividends are recognised when they become legally payable.

2.12 Operating leases: Lessee

Rentals paid under operating leases are charged o the Profit and Loss Account on a straight line
basis over the lease term.
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2, Accounting policies (continued)

2.13 Pensions
Defined contribution pension plan

The Group operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Group pays fixed contributions into a separate entity. Cnce the
contributions have been paid the Group has no further payment obligations.

The contributions are recognised as an expense in the Profit and Loss Account when they fall due.
Amounts nct paid are shown in accruals as a liability in the Balance Sheet. The assets of the plan
are held separately from the Group in independently administered funds.

2.14 Interest income

Interest income is recognised in the Profit and Loss Account using the effective interest methed.

2.15 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Profit and
Loss Account, except that a charge attributable to an item of income and expense recognised as
other comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the Balance Sheet date in the countries where the Company
and the Group cperate and generate income.

Deferred tax balances are recoghised in respect of all timing differences that have originated but not
reversed by the Balance Sheet date, except that:

- The recognition of deferred tax assets is limited to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits; and

- Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

2.16 Share options
The company's unapproved share option scheme is accounted for in accordance with FRS102.

Benefits accruing are charged to the Profit and Loss Account each period and held within a share
option reserve. The benefit charged is recognised where the fair value of the shares exceeds the
exercise price payable, spread over the future term of the service period as set out in note 24,
Deferred tax is recognised on the benefit charged in respect of the deferred tax relief available.

Page 17



MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies (continued)

2.17 Loyalty bonus

A fully discretionary, deferred loyalty bonus can be awarded to certain employees in certain years.
Amounts allocated under the loyalty bonus are charged to the Profit and Loss Account in the year
that they are awarded. Payment of the loyalty bonus is dependent upon certain conditions being
met. Once these conditions are met, the Company is required to make the payment to the employee
or director. Should the conditions for payment not be met, the loyalty bonus ceases to be an
obligation and it is recredited to the Profit and Loss Account.

Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial statements in conformity with generally accepted accounting principles
requires the Directors to make estimations and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results in the future could differ from those estimates. In this regard,
the Directors believe that the critical accounting policies where judgements or estimations are necessarily
applied are summarised below.

Depreciation, amortisation and residual values
The Directors have reviewed the asset lives and associated residual values of all fixed asset classes, and
have concluded that asset lives and residual values are appropriate.

Deferred taxation

Deferred tax assets are raised to the extent that it is probable that future taxable profit will be available
against which the unused tax losses and unused tax credits can be utilised. Assessment of future faxable
profit is preformed at every reporting date, in the form of future cash flows using a suitable growth rate,

Valuation of share based payments

The Directors estimate the expected value of equity settled share based payments and this is charged to
the Profit and Loss Account over the vesting periods of the relevant payments. The cost is estimated
using the Black-Scholes valuation meodel. The Black-Scholes meodel is based on a number of
assumptions, and is amended to take account of estimated levels of share vesting and exercise. This
method of estimating the value of the share based payments is intented to ensure that the actual value
transferred to employees is provided in the share based payment reserve, disclosed within other
reserves, by the time the payments are made.
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover

An analysis of turnover by class of business is as follows:

Investment management services

Analysis of turnover by country of destination:

United Kingdom
Rest of Europe
Rest of the world

Operating profit

The operating profit is stated after charging:

Exchange differences
Operating lease rentals

Auditor's remuneration

Fees payable to the Group's auditor for the audit of the annual accounts

All other services

2018 2017

£ £
22,188,801 17,575566
2018 2017

£ £
3,462,619 3,259,065
12,362,612 13,898 849
8,373,570 417,652
22,188,801 17,575,566
2018 2017

£ £

{66,530) 253,896
289,810 287,817
2018 2017

£ £

18,280 17,750
18,280 17,750
12,580 12,300
12,580 12,300
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Employees

Staff costs, including Directors' remuneration, were as follows:

Group Group Company Company

2018 2017 2018 2017

£ £ £ £

Wages and salaries 6,510,896 8,785,119 6,510,896 8785119
Social security costs 612,594 691,667 612,594 691,667
Cost of defined contribution scheme 107,674 95831 107,674 85,831

7,231,164 9,572,617 7,231,164 8,572,617

During the year, Key Management persannel received remuneration of £2,747 000 (2017: £2,641,000).

The average monthly number of employees, including the Directors, during the year was as follows:

2018 2017

No. No.

Employees 27 26
Directors’ remuneration

2018 2017

£ £

Directors' emoluments 1,322,851 1,339,823

Company contributions to defined contribution pension schemes 13,731 14,000

1,336,582 1,353,823

During the year retirement benefits were accruing to 1 Director (2077 - 1) in respect of defined
contribution pension schemes.

The highest paid Director received remuneration of £851,697 (2017 - £866,626).

The value of the company's cantributions paid to a defined contribution pension scheme in respect of the
highest paid Director amounted to £13,731 (2017 - £14,000).

During the year Director fees of £33,000 {2017 - £33,000) were invoiced to a company under the control
of a director.
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MONTANARQ ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

10.

1.

Income from investments

Income from current asset investments

Interest receivable

Other interest receivable

Taxation

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax

Origination and reversal of timing differences

Total deferred tax

Taxation on profit on ordinary activities

1,706,632

2018 2017
£ £
523,288 395,414
2018 2017
£ £
111,953 95,831
2018 2017
£ £
1,827.917 1,401,966
(69.187) -
1,758,730 1,401,966
(52,098)  (796,953)
(52,098)  (796,953)
605,013
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MONTANARQ ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

12.

Taxation (continued}

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2017 - lower than) the standard rate of corporation tax in
the UK of 18% (2017 - 19.25%). The differences are explained below:

2018 2017
£ £

Profit on ordinary activities before tax 6,891,391 9,599,879
Profit on ardinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2017 - 19.25%) 1,309,364 1,847,977
Effects of:
Expenses not deductible for tax purposes, cther than goodwill amortisation
and impairment 28217 23513
Capital allowances for year in excess of depreciation 78 567
Adjustments to tax charge in respect of prior pericds (69,187) -
Disallowable investment movements 532,261 (1,456,978}
Charitable donations {131} (942)
Capital gains 5,457 333,538
Changes in provisions leading to a decrease in the tax charge - (66,545)
Dividends from UK companies (95,425) (76,117)
Total tax charge for the year 1,706,632 605,013

Factors that may affect future tax charges

On 16 March 2016, the Chancellor of the Exchequer announced a reduction in the main rate of UK
corporation tax to 17 percent with effect from 1 April 2020. These changes were substantively enacted on
6 September 20186,

Dividends
2018 2017
£ £
Dividends on B Ordinary Shares 3,146,000 4,718,450
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

13.

Tangible fixed assets

Group and Company

Cost or valuation
At 1 January 2018
Additions

At 31 December 2018
Depreciation

At 1 January 2018
Charge for the year on owned assets

At 31 December 2018

Net book value

At 31 December 2018

At 31 December 2017

L/Term Fixtures,

Leasehold fittings and
Property equipment Total
£ £
475,978 1,378,404 1,854,382
- 7,282 7,282
475,978 1,385,686 1,861,664
459,194 1,261,188 1,720,382
2,238 100,823 103,061
461,432 1,362,011 1,823,443
14,546 23,675 38,221
16,784 117,216 134,000

Page 23



MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

14.

Fixed asset investments

Company

Cost or valuation
At 1 January 2018

At 31 December 2018

Investments in subsidiary companies included the following:

Class of
shares Holding
Direct subsidiary undertakings of the company
Montanare Holdings Limited Ordinary 100%
Indirect subsidiary undertakings of the company
Montanaro Investment Managers Limited Ordinary 100%

Investments
in
subsidiary
companies
£

50,000

50,000

Principal
activity

Darmant

Dormant

The aggregate of the share capital and reserves as at 31 December 2018 and the profit or logs for the

year ended on that date for the subsidiary undertakings were as follows:

Aggregate of share
capital and reserves

Montanaro Holdings Limited
Montanaro Investment Managers Limited

£
534,018
1
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMEER 2018

15.

16.

17.

18.

Debtors

Trade debtors

QOther debtors

Prepayments and accrued income
Deferred taxation

Current asset investments

Shares and units publicly available

Cash and cash equivalents

Cash at bank and in hand

Creditors: Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

Group Group Company Compary
2018 2017 2018 2017

£ £ £ £
6,143,962 270,843 6,143,962 270,843
1,300,263 4,975 332 1,300,263 4,875,332
2,946,610 4,035,548 2,946,610 4,035,548
1,499,949 1,447,851 1,499,949 1,447,851
11,890,784 10,729,574 11,880,784 10,729,574
Group Group  Company Company
2018 2017 2018 2017

£ £ £ £
37,506,555 26913439 37,506,555 26,913439
Group Group Company Company
2018 2017 2018 2017

£ £ £ £
20,643,766 31,594,385 20,638,877 31,589,466
Group Group Company Company
2018 2017 2018 2017

£ £ £ £

16,396 9,133 16,396 9,133

- - 529,129 529,099
1,002,939 744,209 1,002,939 744,209
288,419 192,361 288,419 192,361
7,167,205 9,199,121 7,167,205 9,199,121
5,047,060 3,713,817 5,047,060 3,713,817
13,622,019 13,858,641 14,051,148 14,387,740
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 231 DECEMBER 2018

19.

20,

Creditors: Amounts falling due after more than one year

Accruals

Financial instruments

Financial assets

Financial assets measured at fair value
through profit or loss

Financial assets that are debt instruments
measured at amortised cost

Financial liabilities

Financial liabilities measured at amortised
cost

Group Group Company Company
2018 2017 2018 2017

£ £ £ £

52,976 1,584,174 52,976 1,584,174
Group Group Company Company
2018 2017 2018 26017

£ £ £ £
58,150,321 58,507,823 58,145,432 58502905
10,115,279 89,042,248 10,115,279 9,042,248
68,265600 67,550,071 68,260,711 67,545,153
(9,315,176)

{5,116,432) (8,786,077) (5,645,561)

Financial assets measured at fair value through profit or loss comprise current asset investments and

cash at bank and in hand.

Financial assets that are debt instruments measured at amortised cost comprise trade and other

debtors and accrued income.

Financial liabilities measured at amortised cost comprise trade and other creditors and accruals.
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

21.

22,

23,

Deferred taxation

Group

2018
£
At beginning of year 1,447,851
Charged to the profit or loss 52,098
At end of year 1,499,949
The deferred tax asset is made up as follows:
Group Group Company Company
2018 2017 2018 2017
£ £ £ £
Accelerated capital allowances 2282 {18,155) 2,282 {18 155)
Provisions 1,487 667 1,466,006 1,497,667 1,466,006
1,499,949 1,447,851 1,499,949 1,447,851
Share capital
2018 2017
£ £
Allotted, called up and fully paid
3,135,000 (2017 - 3,135,000) Deferred Ordinary shares of £0.10 each 313,500 313,500
1,375,000 (2017 - 1,375,000) B Ordinary shares of £0.10 each 137,500 137,500
980,000 (20177 - 990,000} Deferred 2024 shares of £0.10 each 98,000 88,000
550,000 550,000

Reserves

Other reserves

Share option reserve represents the expected cost of share options which have not yet been exercised.

Profit & loss account

Profit and Loss Account includes all current and prior year retained profits and losses.
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

24,

25.

26.

Share based payments

The expense recognised for employee services during the year, which is reflected in administrative
expenses on the Profit and Loss Account. The expense arising from the unapproved share option

scheme for the year was £536,987 (2017: £3,195,000).

Weighted Weighted
average average
exercise exercise
price price
{pence) Number (pence) Number
2018 2018 2017 2017
QOutstanding at the beginning of the year 7355 254 375 6892 178,750
Granted during the year - 8447 75625
Forfeited during the year - -
Exercised during the year 5270 {13,750) -
7474 240,625 7355 254,375

Outstanding at the end of the year

Pension commitments

The Company operates a defined contribution pension scheme. The assets of the scheme are held
seperately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £107,674 (2017:
£95,931). Contributions totalling £Nil (2017 £Nil) were payable to the fund at the balance sheet date.

Commitments under operating leases

At 31 December 2018 the Group and the Company had future minimum lease payments under non-

cancellable operating jeases as follows:

Group Group Company Company

2018 2017 2018 2017

£ £ £ £

Not later than 1 year 299,206 289,810 299,206 289,810

Later than 1 year and not later than 5 years 1,194,922 1,159,240 1,194,922 1,159,240

Later than 5 years 455,005 724,525 455,005 724,525
1,949,133 2,173,575 1,949,133

2,173,575
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MONTANARO ASSET MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

27.

28.

29.

Related party transactions

There have been no related party transactions during the financial year other than group company
transactions.

Qualifying undertakings

The name and registered office of the qualifying undertaking of which the Company is a member is as
foliows:

Montanaro Growth and Income Fund Limited Partnership No 3
PO Box 118, Church Street, Goole, DN14 5YU

Copy of the latest accounts of the above undertaking is to be appended to a copy of the Company
accounts sent to the Registrar under section 242 of the Companies Act 2006.
Controlling party

The Company is controlled by C G B Montanaro.
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MONTANARO ASSET MANAGEMENT LIMITED
Pillar 3 Risk Disclosure {Unaudited)

Disclosure Policy

The Pillar 3 rules in BIPRU 11 set out the need for firms to have a formal disclosure policy. In
accordance with the rules of the Financial Conduct Autheority ('"FCA") Montanaro Asset
Management Limited (MAM) will disciose the information set out in BIPRU 11 (the Pillar 3 rule)
on at least an annual basis. The Pillar 3 disclosure will be made as part of the annual accounts.

MAM may omit informatian it deems as immaterial, in accordance with the rules. Materiality is
based on the criterion that the omission or misstatement of any information would be likely to
change or influence the decision of a reader relying on that information. Accordingly where
MAM has considered an item to be immaterial it has not been disclosed.

In addition, if the required information is deemed to be proprietary or confidential then MAM may
take the decision to exclude it from the disclosure. In MAM's view, proprietary information is that
which, if it were shared, would undermine its competitive position. Information is considered to
be confidential where there are obligations binding MAM to confidentiality with its customers,
suppliers or counterparties, Where information is omitted for either of these reasons this is
stated in the relevant section of the disclosure, along with the jurisdiction.

Summary
MAM is authorised and regulated by the FCA.
Key peints relevant to this statement are:
+ MAM is involved in the business of investment management, specialising in quoted
Global SmaliCap and MidCap.
s  MAM takes no positions in any securities but may invest in the funds it manages.
« MAM handles no client monies.

Background

MAM was founded in 1996, In 2009 the investment management and advisory businesses of
the Montanaro companies were absorbed into MAM to bring all the group businesses into one
company.

Capital Position

MAM is managed conservatively and has no bank debt or debt to external investors,
Furthermore, it does not have, nor require, an overdraft facility and it maintains significant cash
balances.

Capital Adequacy
MAM believes that the basic regulatory requirements, although exceeded, are greater than those
necessary for prudential running of its business. This is because of the following factors:

+« MAM holds cash balances many times greater than it's fixed overhead requirement;

e Within MAM's regulated activities it assumes no market risk;

* MAM has a diverse client base;

« MAM's clients are geographically diversified.

There are no plans to change the broad nature of MAM's business in the future,

Credit and Counterparty Risk

There are no long-term loans outstanding nor does MAM currently trade in derivatives. It is not
considered that there is exposure to counterparty risk as all security trading is undertaken on a
Delivery vs Payment ("DVP") basis.

Market Risk
MAM holds investments in funds it manages, which are invested in quoted companies with
reasonable liquidity.

Liquidity Risk
MAM has chosen to retain high levels of cash and liquid securities to ensure liquidity risk is
immaterial.
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MONTANARO ASSET MANAGEMENT LIMITED
Pillar 3 Risk Disclosure (Unaudited)

Operational Risk

MAM has limited operational risk in its activities. Those that exist largely relate to continuity
issues relating to infrastructure, including power and IT. MAM addresses these by using off-site
back-up and disaster recovery services. Operational risk is significantly reduced by the use of
Charles River iIMS. MAM has both Professional indemnity and Directors' & Officers’ insurance
with an excess of £25,000.

Insurance Risk
MAM's insurance covers legal requirements.

Wholesale and Unsecured Funding Risk
MAM uses no external funding.

Concentration Risk
MAM specialises in Global SmallCap and MidCap which provides a broad geographical spread.

In addition, MAM now manages a broad range of products {(open and closed-ended funds and
segregated mandates; UK, Continental, Pan-European and Global} reducing risk to a single
asset class and to a single revenue source.

Currency Risk
MAM carries a small currency risk only to the extent that some of its cash balances may be in
Euros or US dollars. This risk is modest in the context of its overall balance sheet.

Securitisation Risk
Not reievant. MAM has no positions and is not involved in the bundling of securities.

Interest Rate Risk
There are no long-term borrowings outstanding.

Pension Obligation Risk
MAM had a defined contribution pension scheme during the year. The maximum contribution
from MAM was 5% of base salaries. (6% from 1.1.19).

Capital Requirement

The Pillar 1 Capital requirement for the coming year is £1,298,997. This has been determined
by reference to MAM's fixed overhead requirement and calculated in accordance with the FCA's
General Prudential Sourcebook ("GENPRU"). The fixed overhead requirement exceeded both
the base and the sum of the market risk and credit risk capital requirement.

Compliance with the rules in BIPRU and Pillar 2 Rule Requirements
MAM's overall approach to assessing the adequacy of its internal capital is set out in its Internal
Capital Adequacy Assessment Process ("ICAAP").

The ICAAP involves separate consideration of risks to MAM's capital combined with stress
testing analysis to determine whether any additional capital is required for Pillar 2.

MAM is a limited license €50k firm and as such its capital requirements are the greater of:
* |ts base capital requirement of Euro 50k; or

* The sum of the market risk and credit risk capital requirements; or

* Its Fixed Overhead Requirement.

MAM has calculated its capital requirement in accordance with the relevant FCA rules and the
final level of capital is calculated as the Fixed Overhead Requirement. On completion of the
ICAAP it was concluded that no additional Pillar 2 capital is required,
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MONTANARO ASSET MANAGEMENT LIMITED

Remuneration Policy Disclosure

Montanaro Asset Management Limited (MAM) is within scope of the FCA's Remuneration
Code (the “Code”) which governs the application of remuneration policies and practices
within the firm in order to promote sound and effective risk management.

MAM adopts a conservative approach towards remuneration. The Remuneration Committee
is responsible for overseeing and approving the remuneration of Cede Staff within MAM. The
Remuneration Policy is designed to avoid any conflicts of interest and to ensure alignment of
the interests of investors in the funds managed by MAM,

The Remuneration Policy is reviewed and approved by the Remuneration Committee.
Salaries are set at a level to attract and retain skilled staff. Bonuses are paid annually on a
purely discretionary basis and are designed to reflect the performance of the individual,
subject to the profitability of MAM, No bonuses will be paid unless there is sufficient retained
profit, after bonuses, as determined by the Remuneration Committee.

MAM'’s Remuneration Policy is available at www.montanarg.co.uk.

Aggregate Remuneration of Code Staff:

Within the scope of the UCITS Remuneration Code, there are seven Code Staff.

Year end 31.12.2018

£000s %
Total remuneration 3,081 100
Base salary 1,514 49
Variable remuneration 1,567 51

Of the variable remuneration, £206,000 (13%) is deferred for between 3 and 5 years.
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Montanaro Growth and Income Fund Limited Partnership No: 3

Independent Auditors’ Report )
to the partners of Montanaro Growth and Income Fund Limited Partnership No: 3

Opinion

We have audited the financial statements of Montanare Growth and Income Fund Limited Partnership No: 3 for the
year ended 31 December 2018 which camprise the Income Account, the Statement of Total Recognised Gains and
Losses, the Balance Sheet and the related notes, The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards, including Finandial Reporting Standard 102
The financial Reporting Standard applicatie in the UK and Repubiic of frefand (United Kingdom Generaliy Accepted
Accounting Practice).

In our opinion, the financial statements:

give a true and fair view of the state of the fimited partnership’s affairs as at 31 Decernber 2018 and of its profit/loss
for the year then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice;

- have been prepared In accordance with the requirements of the provisions of the Limited Partnership Agreement,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
financial statements section of our report, We are independent of the limited partnership in accordance with the
ethical requirements that are relevant to our audit of the financlal statements in the UK, including the FRC's Ethical
Standard, and the provisions avallable for small entities, in the circumstances set out [n notes to the financial
statements, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basls for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) requires us to report
to you where:

- the partners’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

- the partners have not disclosed in the financial statements any identified matertal uncertainties that may cast
significant doubt about the limited partnership’s abllity to continue to adopt the going concern basis of accounting for
a period of at least twelve months from the date when the financial statements are authorised for Issue.

Other information

The other information comprises the informatlon included In the annual report, other than the finandial statefnents and
our auditor’s report thereon, The partners are responsible for the other information. Our opinion on the financial
statements does not cover the ather information and we do nat express any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other infarmation and, in
doing 50, conslder whether the other information Is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materfally misstated, If we identify such materfal
Inconsistencies or apparent materlal misstatements, we are reguired to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information, If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact,

We have nothing to report in this regard,

Responsibilities of partners

As explained more fully In the parthers' responsibilities statement, the partniers are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
partners determine is necessary to enable the preparation of financial statements that are free from material
misstaterment, whether due to fraud or error.

In preparing the financial statements, the partners are responsible for assessing the limited partnership’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the partners either intend to liquidate the limited partnership or to cease operations, or
have no realistic alternative but to do so.



Montanaro Growth and Income Fund Limited Partnership No: 3

Independent Auditors' Report
to the partners of Montanaro Growth and Income Fund Limited Partnership No: 3

Auditor’s responsibilities for the audit of the financial statements

Cur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion,
Reasonable assurance is a high level of assurance, but is not 2 guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists,

Misstatements can arise from fraud or error and are considered material If, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these fihancial statements.

A further description of our respensibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website. This description forms part of our auditor’s report.

\—L\\'\A‘c( \%PLY\!. LLf

Hillier Hopkins LLP
Chartered Accountants and Statutory Auditor

Radius House

51 Clarendon Road
Watford

WD17 1HP

Date: 2.5 Ma(‘(_‘/\ ’]_o\q



Montanaro Growth and Income Fund Limited Partnership No: 3

Annual report

The General Partner presents his report and financial statements for the year ended 31 December 2018.
Principal activities and review of the business

The principal activity of the limited partnership in the year under review continued to be that of investment.

The General Partner is of the opinion that the state of the limited partnership's affairs at 31 December 2018 was
satisfactory.

Statement of responsibilities in respect of the financial statements

The Partnership Agreement dated 1 April 2004 among Montanarg Asset Management Limited ("the General Partrier") and
Bast Riding of Yorkshire Counci! ("The Limited Partner”) requires the General Partner to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the income and expenditure and cash flows for
the year. In preparing those financial statements, the General Partner is required to:

- select suitable accounting policies and then apply them conslstently;
- make judgements and estimates that are reasonable and prudent;

- state whether applicable 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 partnership will
continue In business.

The General Partner is responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the Partnership and to enable that the financial statements comply with the Partnership
Agreement. The General Partner is also responsible for safeguarding the assets of the Partnership and hence Ffor taking
reasonable steps for the prevention and detection of fraud and other irregularities. The General Partner has exclusive
responsibility for the management and control of the business and affairs of the Partnership and has the power and
authority to do all that is necessary to carry out the abjectives of the Partnership. The Limited Partner takes no part in the
management or control of the business and affalrs of the Partnership, but has access to and the right to inspect the
partnership assets including all books and finandial statements of the Partnership,

Each of the persons who are partners at the time when this Annual Report is approved has confirmed that

- 50 far as that Partner is aware, there is no relevant audit information of which the Partnership's auditors are unaware;
and

- each Partner has taken all the steps that ought to have been taken as a partner in order to be aware of any information
neaded by the Partnership's auditors in connection with preparing thelr report and to establish that the Partnership's
auditors are aware of that information,

of the Geferal Partner

Director |
Montanaro Asset Management Limited - General Partner

pate: LS Maaia 704



Montanaro Growth and Income Fund Limited Partnership No: 3

Income Account
for the year ended 31 December 2018

Notes 2018 2017
£ £

Income
Dividend income from listed investments 192,218 151,319
Interest income 42 -
Expenses 2 (7,242) {7,952)
Net income for the year 185,011 143,367
Realised gains/(losses) on sale of investments - 910,671
Profit for the year 185,011 1,054,038




Montanaro Growth and Income Fund Limited Partnership No: 3

Statement of total recognised gains and losses
for the year ended 31 December 2018

Notes
Non distributable gains and losses
Unrealised (losses)/gains on investments 3
Distributable gains and losses
Profit for the year
Change in unrealised (iosses) on sale of investments 3
Distribution to General Partner as Profit Share 7¢

Total recognised (losses)/gains for the year
Note of historical cost profit and losses

for the year ended 31 December 2018

Profit for the year before gains and losses
on sale of investments
Realised gains on historical cost methed

Historical cost profit for the petiod

2018 2017
£ £
(1,097,960) _ 2,682,350
185,011 1,054,038

. (786,889)
(77,714) (47,632)
107,297 219,517
{990,663) 2,961,867
2018 2017
£ £
185,011 143,367
- 910,671
185,011 1,054,038




Montanarc Growth and Income Fund Limited Partnership No: 3

Balance sheet
at 31 December 2018

Notes 2018 2017

£ £
Fixed assets
Investments 3 13,857,773 14,765,680
Current assets
Short term cash deposits 4 73,933 127,297
Sundry debtors 5 - -

73,933 127,257
Current liabilities
Creditors: amounts falling due within one year 6 (82,636) (53,244)
Net current (liabilities)/assets (8,703) 74,053
Total assets less current liabilities 13,849,070 14,839,733
Represented by:
Loan - bimited Partner 7a 7,249,477 7,249,477
Capital contributions 7b 7,257 7,257
Income accounts 7c 1,603,636 1,496,339
Unreslised moverent in investments portfolio 7d 4,988,700 6,086,660

13,849,070 14,839,733

The financial stafements on pages 4 to 13 were approved by the General Partner on 15 Maor (Jr\ Q_OH .

C G B Montan
Director
Montanaro Asset Management Limited - General Partner



Montanaro Growth and Income Fund Limited Partnership No: 3

Cash flow statement
for the year ended 31 December 2018

Notes

Net cash inflow from operating activities 8

Capital expenditure and financial investment
Payments to acquire investments
Receipt from sales of investments

Financing
Drawings

Management of liquid resources
(Decrease)/increase in cash in year

{Decrease)/increase in short term deposits

2018 2017
£ £
214,403 171,721
(190,053)  (2,140,334)
- 2,034,608
(190,053) {105,726)
(77,714) (47,632)
(77,714) (47,632}
(53,364) 18,363
(53,364) 18,363




Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

1

Accounting policies

Basls of accounting

The financial staterments have been prepared under the historical cost convention as modified by the revaluation of
certain fixed asset investments and in accordance with applicable accounting standards.

Investments

The year-end market value of quoted investments is based on the middle market price quotation on the London Stock
Exchange.

Investment income

Income from Investments is accounted for on a receivable basis net of any tax credit,

Realised gains or losses on disposals of investments are incduded in the income account and the realisation of
previously recognised unrealised gains or losses is reflected in the Partners' income accounts,

Expenses

2018 2017

£ £

Auditors' remuneration - audit services 1,200 1,680
Custodian expenses 3,000 3,000
Accounts production and tax fees 2,750 3,182
Sundry 222 -
Bank charges 70 90
Total 7,242 7.952




Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

3 Investments

Investments at 31 December 2018 were as follows:

" Number of Value Value
Share investment Shares Cost 2018 2017
£ £ £
Montanaro UK Income Seed GB Fund 2,473,642 3,869,383 4,316,506 4,996,424
Montanaro European MidCap Fund 4,090,653 2,930,868 7,216,637 7,250,456
Montanaro Select Fund GBP Dist Class 1,838,725 2,030,162 2,243,245 2,410,163
NCC Group Plc 46,426 38,660 81,385 108,637

8,869,073 13,857,773 14,765,680

The movement on investments during the year was as follows:

2018 2017
£ £ £ £
Market value at 1 Japuary 2018 14,765,680 11,853,822
Purchases 190,053 2,140,334
Sale proceeds - (2,034,6086)
Realised gains/(losses) on sales - 810,671
Change In unreallsed (losses)/gains - (786,889)
190,053 229,508
Unrealised (losses)/gains for the year (1,097,960) 2,682,350
{1,097,960) 2,682,350
Market value at 31 December 2018 13,857,773 14,765,680
o —— e <



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

4  Short term cash deposits

At 1 January 2018
Net cash (outflow)/inflow

At 31 December 2018

5 Debtors

Dividends receivable

6  Creditors: amounts falling due within one year

Accruals

10

2018
£

127,297
(53,364)

73,933
e

2018

2018

82,636

82,636
= e ——— 1

2017
£

108,934
18,363

D ————

127,297
]

2017

£
2017

53,244

53,244
e —— 1



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial stataments
for the year ended 31 December 2018

7

Partners' loan, capital, income and unrealised movement on investment accounts

The General Partner is entitied to recelve a profit share equivalent to 0.85% per annum (plus VAT) on the NAV of the
fund, calculated quarterly and paid semi-annually, The General Partner is also entitied to carried interest of 20% of any

increase in NAV above that earmed by the MSCI Europe Small Cap Index capped at 3%.

The tota! commitment of the Limited Partner is £7,256,734 (2017: £7,256,734) of which £7,249,477 (2017:
£7,249,477) is In the form of a loan facllity.

The loan is interest free and is repayable by distribution of partnership income and capital realisation subject to the
prior payment of partnership expenses and the General Partner’s profit share,

a)

b)

€)

d)

Loan accounts:

East Riding of Yorkshire Council

-Capital contribution accounts:

East Riding of Yorkshire Councif

Income accounts:

Montanare Asset
Management Limited

East Riding of Yorkshire
Council

Unrealised movement on investments

East Riding of Yorkshire
Coundil

2018 2017
£ £
7,249,477 7,249,477
2018 2017
£ E
7,257 7,257
Balance Drawings
brought Income for  during the 31 Dacember
forward year period 2018
£ £ £ £
- 77,714 (77,714) -
1,496,339 107,297 - 1,603,636
1,496,339 185,011 (77,714) 1,603,636
Brought Realised Unrealised 31 December
forward in peried movement 2018
£ £ £ £
6,086,660 - ~{1,097,960) 4,988,700

11



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

10

Reconciliation of operating income to net cash inflow from operating activities

2018 2017
£ E
Net profit for the year 185,011 143,367
Decrease in debtors - 1,908
Increase in creditors 29,392 26,448
214,403 171,721

Related party transactions

The profit share paid to Montanaro Asset Management Limited is shown in nete 7c to the financial statements,

Included in accruals is an amount of £77,714 (2017: £47,632} in respect of profit share due to Montanaro Asset
Management Limited.

Financial instruments

a)

b)

General

The Partnership's financial Instruments comprise nvestments, cash balances and debtors and creditors that
arise dlrectly from its operations, for example, in respect of sales and purchases awalting settlement and
debtors for accrued Income.

The Partnership has little exposure to credit, cash flow or interest rate risk, There are no borrowings or
unlisted securities and no forelgn currency translations or holdings and therefore little exposure to fiquidity
or forelgn exchange risk. The main risk it faces arising from its financial instruments is market price risk
being the risk that the value of investment holdings will fluctuate as a result of changes in market prices
caused by factors other than interest rate.

These risks are monitored by the General Partner. Adherence to the Partnership Agreement mitigates the
risk of excessive expasure to any particular type of security or issuer, Further information on the investment
partfofio is set out in note 3,

Interest Rate Risk Profile of Financial Assets and Liabilities
The interest rate risk profile of financial assets and liabilities at the balance sheet date was as follows:

Total Floating
Market Value Rate *
£ £
Short term cash deposits 73,933 73,933

* Changes in the base rate will cause movements in the interest rate on cash balances.

The interest rate risk profile of financial assets and liablilities at 31 December 2017 was as follows:

Total Floating
Market Value Rate *
£ £
Shert term cash deposits 127,297 127,297

12



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

10 Financial instruments {continued)

c) Fajr Value
Fixed asset Investments are included at middle market price quotation, which approximates to their fair

vajue.
d) Short Term Debtors and Creditors-

Short term debtors and creditors have been exciuded from the disclosures of financial instruments, as
permitted by FRS 102,
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Montanaro Growth and Income Fund Limited Partnership No: 3

Independent Auditors’ Report
to the partners of Montanaro Growth and Income Fund Limited Partnership No: 3

Opinion

We have audited the financial staterents of Montanaro Growth and Income Fund Limited Partnership No: 3 for the
year ended 31 December 2018 which comprise the Income Account, the Statement of Total Recognised Gains and
Losses, the Balance Sheat and the related notes. The financial reporting framework that has been applied in their
preparation {s applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102
The Financial Reporting Standard appficable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice).

In our opinion, the financial statements:

give a true and fair view of the state of the limited partnership's affairs as at 31 December 2018 and of its profit/loss
for the year then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice;

- have been prepared in accordance with the requirements of the provisions of the Limited Partnership Agreement,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAs (UK)) and applicable law,
QOur respensibilities under those standards are further described in the Auditor’s respensibilities for the audit of the
financial statements section of our report. We are independent of the limited partnership in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical
Standard, and the provisions available for small entities, in the circumstances set cut in notes to the financial
statements, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate o provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) requires us to report
to you where:

- the partners’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

- the partners have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the limited partnership’s ability to continue to adopt the going concem basis of accounting for
a period of at least twelve months from the date when the financial statements are authorised for issue,

Other information

The other information comprises the information included in the annual report, other than the financial statements and
our auditor's report therean, The partners are responsible for the other information, QOur opinion on the financial
statements does not cover the other information and we do not express any form of assurance conclusion thereon.

In connection with cur audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the cther information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement cf the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.

Responsibilities of partners

As explained more fully in the partners’ responsibilities statement, the partners are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
partners determine is necessary to enable the preparation of finandial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the partners are responsible for assessing the limited partnership’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the partners either intend to liquidate the limited partnership or to cease operations, or
have no realistic alternative but to do so.



Montanaro Growth and Income Fund Limited Partnership No: 3

Independent Auditors' Report
to the partners of Montanaro Growth and Income Fund Limited Partnership No: 3

Auditor’s responsibilities for the audit of the financial statements

Cur cbjectives are to obtain reasonabte assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK} will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually cr in the aggregate, they could
reascnably be expected to Influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website. This description forms part of our auditor’s report,

B\ hee \@m LLE

Hillier Hopkins LLP
Chartered Accountants and Statutory Auditor

Radius House

51 Clarendon Road
Watford

WD17 1HP

Date: 725 Muf(lf\ ')_OIC‘



Montanaro Growth and Income Fund Limited Partnership No: 3

Annual report

The General Partner presents his report and firancial statements for the year ended 31 December 2018,
Principal activities and review of the business

The principal activity of the limited partnership in the year under review continued to be that of investment.

The General Partner is of the opinion that the state of the limited partnership's affairs at 31 December 2018 was
satisfactory.

Statement of responsibilities in respect of the financial statements

The Partnership Agreement dated 1 April 2004 among Montanaro Asset Management Limited {"the General Partner") and
East Riding of Yarkshire Council {"The Limited Partner") requires the General Partner to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the income and expenditure and cash flows for
the year. In preparing those financial statements, the General Partner is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- state whether applicable 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 untess it is inappropriate to presume that the partnership will
continue in business.

The General Partner is responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the Partnership and to enable that the financial statements comply with the Partnership
Agreement. The General Partner is also responsible for safeguarding the assets of the Partnership and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities. The General Partner has exclusive
responsibility for the management and cantrol of the business and affairs of the Partnership and has the power and
autharity to do all that is necessary to carry out the objectives of the Partnership. The Limited Partner takes no part in the
management or control of the business and affairs of the Partnership, but has access to and the right to inspect the
partnership assets including alf books and financial statements of the Partnership.

Each of the persons who are partners at the time when this Annual Report is approved has confirmed that

- so far as that Partner is aware, there is no relevant audit information of which the Partnership's auditors are unaware;
and

- each Partner has taken all the steps that ought to have been taken as a partner in order to be aware of any information
needed by the Partnership's auditors in connection with preparing their report and to establish that the Partnership’s
auditors are aware of that information.

On behaff of the Geheral Partner

é B Montanaro

Director
Montanaro Asset Management Limited - General Partner

Date: 1S MU(('(,L\ 20[(’{




Montanaro Growth and Income Fund Limited Partnership No: 3

Income Account
for the year ended 31 December 2018

Notes
Income
Dividend income from listed investments
Interest income
Expenses 2

Net income for the year
Realised gains/({losses) on sale of investments

Profit for the year

2018 2017
£ £
192,211 151,319
42 -
(7,242) (7,952)
185,011 143,367
- 910,671
185,011 1,054,038




Montanaro Growth and Income Fund Limited Partnership No: 3

Statement of total recognised gains and losses
for the year ended 31 December 2018

Notes 2018 2017
£ £
Non distributable gains and losses
Unrealised (losses)/gains on investments 3 (1,097,960} 2,682,350
Distributable gains and losses
Profit for the year 185,011 1,054,038
Change in unrealised {losses) on sale of investments 3 - (786,889)
Distribution to General Partner as Profit Share 7c (77,714} (47,632)
107,297 219,517
Total recognised (losses) fgains for the year (990,663) 2,901,867
Note of historical cost profit and losses
for the year ended 31 December 2018
2018 2017
£ £
Profit for the year before gains and losses
on sale of investments 185,011 143,357
Realised gains on historical cost method - 910,671
Historical cost profit for the pericd 185,011 1,054,038




Montanaro Growth and Income Fund Limited Partnership No: 3

Balance sheet
at 31 December 2018

Notes 2018 2017

£ £
Fixed assets
Investments 3 13,857,773 14,765,680
Current assets
Short term cash deposits 4 73,933 127,297
Sundry debtors 5 - -

73,933 127,297
Current liabilities
Creditors: amounits falling due within one year 6 (82,636) {53,244)
Net current (liabilities)/assets {8,703) 74,053
Total assets less current liabilities 13,849,070 14,839,733
Represented by:
Loan - Limited Partner 7a 7,249,477 7,249,477
Capital contributions 7b 7,257 7,257
Income accounts 7c 1,603,636 1,496,339
Unrealised movement in investments portfolio 7d 4,988,700 6,086,660

13,849,070 14,839,733

The financial stajements on pages 4 to 13 were approved by the General Partner on 1.5 March 2019

p .
/ I\‘\/
C G B Montan

Director
Montanaro Asset Management Limited - General Partner



Montanaro Growth and Income Fund Limited Partnership No: 3

Cash flow statement
for the year ended 31 December 2018

Notes

Net cash inflow from operating activities B

Capital expenditure and financial investment
Payments to acquire investments
Receipt from sales of investments

Financing
Drawings

Management of liquid resources
(Cecrease)/increase in cash in year

(Decreasej/fincrease in short term deposits

2018 2017
£ £
214,403 171,721
(190,053)  {2,140,334)
- 2,034,608
(190,053) (105,726)
(77,714) (47,632)
(72,714) (47,632)
(53,364) 18,363
(53,364) 18,363




Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

1 Accounting policies

Basis of accounting

The financial statements have been prepared under the historical cost convention as modified by the revaluation of
certain fixed asset investments and in accordance with applicable accounting standards.

Investments

The year-end market value of quoted investments is based on the middle market price quotation on the Londen Stock
Exchange.

Investment income

Income from investments is accounted for on a receivable basis net of any tax credit.

Realised gains or lasses on disposals of investments are included in the income account and the realisation of
previously recegnised unrealised gains or losses is reflected in the Partners' income accounts.

2 Expenses

2018 2017
£ £

Auditors’ remuneration - audit services 1,200 1,680
Custedian expenses 3,000 3,000
Accounts production and tax fees 2,750 3,182
Sundry 222 -
Bank charges 7¢ 90
Total 7,242 7,952




Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

3 Investments

Investments at 31 December 2018 were as follows:

Number of Value Value
Share investment Shares Cost 2018 2017
£ £ £
Montanaro UK Income Seed GB Fund 2,473,642 3,869,383 4,316,506 4,996,424
Meontanaro European MidCap Fund 4,090,653 2,930,868 7,216,637 7,250,456
Montanaro Select Fund GBP Dist Class 1,838,725 2,030,162 2,243,245 2,410,163
NCC Group Plc 46,426 38,660 81,385 108,637

8,869,073 13,857,773 14,765,680

The movement on investments during the year was as follows:

2018 2017
£ £ £ £

Market vaiue at 1 January 2018 14,765,680 11,853,822
Purchases 190,053 2,140,334
Sale proceeds - {2,034,608)
Realised gains/(losses) on sales - 910,671
Change in unrealised (losses)/gains - (786,889)

150,053 229,508
Unrealised (losses)/gains for the year {1,097,960) 2,682,350

{1,097,960) 2,682,350

Market vafue at 31 December 2018 13,857,773 14,765,680



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

4 Short term cash deposits

2018 2017
£ £
At 1 January 2018 127,297 108,934
Net cash {outflow)/inflow (53,364) 18,363
At 31 December 2018 73,933 127,297
5 Debtors
2018 2017
£ £
Dividends receivable - -
6  Creditors: amounts falling due within one year
2018 2017
£ £
Accruals 82,636 53,244
82,636 53,244

10



Mantanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

7 Partners’ loan, capital, income and unrealised movement on investment accounts

The General Partner is entitied to receive a profit share equivalent to 0.85% per annum (plus VAT) on the NAV of the
fund, calculated quarterly and paid semi-annually. The General Partner is also entitled to carried interest of 20% of any

increase in NAV above that earned by the MSCI Europe Small Cap Index capped at 3%,

The total commitment of the Limited Partner is £7,256,734 (2017: £7,256,734) of which £7,249,477 (2017:
£7,249,477) is in the form of a loan facility.

The loan is interest free and is repayable by distribution of partnership incerne and capital realisation subject to the
prior payment of partnership expenses and the General Partner's profit share.

a)

b}

9]

d)

Loan accounts:

East Riding of Yorkshire Council

Capital contribution accounts:

East Riding of Yorkshire Council

Income accounts:

Montanaro Asset
Management Limited

East Riding of Yorkshire
Council

Unrealised movement on investments

East Riding of Yorkshire
Ceuncil

2018 2017
£ £
7,245,477 7,249,477
2018 2017
£ £
7,257 7,257
Balance Drawings
brought Income for during the 31 December
forward year period 2018
£ £ £ £
- 77,714 (77,714) -
1,496,339 107,257 - 1,603,636
1,496,339 185,011 (77,714} 1,603,636
Brought Realised Unrealised 31 December
forward in period movement 2018
£ £ £ £
6,086,660 - {1,097,960) 4,988,700

11



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

10

Reconciliation of operating income to net cash inflow from operating activities

2018 2017
£ £
Net profit for the year 185,011 143,367
Decrease in debtors - 1,906
Increase in creditors 29,392 26,4948
214,403 171,721

Related party transactions

The profit share paid to Montanaro Asset Management Limited is shown in note 7¢ to the financial statements,

Included in accruals is an amount of £77,714 (2017: £47,632) in respect of profit share due to Montanaro Asset
Management Limited.

Financial instruments

a)

b)

General

The Partnership's financial instruments comprise investments, cash balances and debtors and creditors that
arise directly from its operations, for example, in respect of sales and purchases awaiting settlement and
debtors for accrued income.

The Partnership has little exposure to credit, cash flow or interest rate risk. There are no borrowings or
unlisted securities and no foreign currency translations or holdings and therefore little exposure to liquidity
or foreign exchange risk. The main risk it faces arising from its financial instruments is market price risk
being the risk that the value of investment holdings will fluctuate as a result of changes in market prices
caused by factors other than interest rate.

These risks are monitored by the General Partner. Adherence to the Partnership Agreement mitigates the
risk of excessive exposure to any particular type of security or issuer. Further information on the investment
portfolio is set out in note 3,

Interest Rate Risk Profile of Financial Assets and Liabilities
The interest rate risk profile of financial assets and liabilities at the balance sheet date was as follows:

Total Floating
Market Value Rate *
£ £
Short term cash deposits 73,933 73,933

* Changes in the base rate will cause movements in the interest rate on cash balances.

The interest rate risk profile of financial assets and liabilities at 31 December 2017 was as follows:

Total Floating
Market Value Rate *
3 £
Short term cash deposits 127,297 127,297

12



Montanaro Growth and Income Fund Limited Partnership No: 3

Notes to the financial statements
for the year ended 31 December 2018

10 Financial instruments {continued)

c) Fair Value
Fixed asset investmenits are included at middle market price quotation, which approximates to their fair

value,
d) Short Term Debtors and Creditors

Short term debtors and creditors have been excluded from the disclosures of financial instruments, as
permitted by FRS 102.
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