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

31 March 2020

Chairman's Statement
for the year ended 31 March 2020

Merseyside Special Investment Fund’s primary business remains that of lending to and investing in SMEs in the Liverpool City Region, whilst at the same
time maintaining its own sustainable fund available to SMEs across the North West of England and North Wales. Through our fund managers, we offer a
simplified approach to lending, which is personafised 1o our customers so that their needs are satisfied. At the time of writing this staternent the country
continues to suffer from the effects of the Covid-19 pandemic and businesses, particularly SMEs, are showing the strain. MSIF’s role in supporting such
businesses in the LCR at this time, could not be more critical.

I a year when we celebrated 25 years sintee the farmation of MSIF, it is timely to reconfirm the strategy for the Group, establish the foundations to enable
MSIF to build for the future and listen anew to what SMEs and other interested stakeholders want from MSIF.

To this end, we have reconstituted the Board of our fund manager subsidiary, Alliance Fund Managers ("AFM") with the appointment of two independent
Non-executive Directors in John Walker and K anesh Khilosia, with John 1aking responsibility as Chair. An MSJF independent director appointed in the
year, Helen Pittaway, has alse joined the AFM Board as MSIF’s representative in September 2020. These measures are beginning to see positive results in
the operational management of AFM and in a more appropriate consideration of the business’s own strategy.

A1 an executive level the integration of the Spark Impact team into AFM with the appointment of Mark Borzomato to CEQ and Marc D’ Abbaddie to COO
have brought much needed experience and deal making capabilities into the team. This solid platform will enable AFM to grow its funds under
management and significantly enhance the equity deal capability in the team, A positive step in the year under review was the award to AFM of the contract
to manage the LCRCA Flexible Growth Fund, £20m loan fund %o support projects being undertaken by growth businesses in the LCR. By the ¢nd of March
2020 this took funds under management for AFM to over £80m.

The year to 31 March 2020 was incredibly challenging with significant changes at Board and executive levels. The year culminated in the outbreak of the
coronavirus pandemic and significant impact on SM's and the Group. Nevertheless, positive achievements were realised in:-

. Assisting over 56 businesses with funding of over £3.7 miltion,
Realising over £1.1 miltion from an exit of one larger investment.
Assisting over 482 businesses through the MSIF Finance Hub. £2.2m of funding was secured across 40 investments. Many of these
businesses went on to secure funding with MSIF or other providers of funds, such as asset finance and invoice discounting. The MSIF
Finance Hub team aims to provide support and assistance in order to make the process of accessing funding easier. It continuously monitors
the North West financial landscape, 1o ensure the team has an up 1o date knowledge of all finance providers and products that can be
suggested to any SMEs looking for funding.

. Holding two LCR Angel Network events at which businesses secking funding made presentations to a pool of potential Angel investors

(which is now over 116 individuals) with a strong mix of skills and money to invest in early stage businesses. We are delighted to have

achieved promises of funding from LCR Angels for three businesses which presented at our Network events.
. Providing an initial £1m of funding to support the Government backed CBILS scheme utilising AFM accredited lender status under British
Business Bank; subsequently this was increased to £3m later in 2020 as demand continued to grow.

With the steps taken to refocus its fund manager, MSIF in the 2020/21 financial year has sought to reset its own strategic direction. Work continues in this
regard with a closer working relationship with the Liverpoo! City Region Combined Authority and the local LEP. Projects focusing on the enhancement of
LCR Angels and the Finance Hub have commenced and a clearer view of the deployment of MSIF's available funds developed with an early stage fund in
support of the Angel Network being a priority

Finally 1 would like to acknowledge and thank the team within the MSIF Group for their hard work and commitment to supporting SMEs, and assisting the
growth of businesses wherever possible. It has been a challenging year in many respects, not least with the sad loss of Laura Moss a longstanding and
dearly loved colleague The team's resilience  the face of continuing challenge is highly commendable.

9.
Mr J O'Brien
Chairman

Merseyside Special Investment Fund Limited
14 September 2021
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2020

Directors' report

The directors present their report and audited financial statements of the group and the company for the year ended 31
March 2020.

Merseyside Special Investment Fund ("MSII™) is a company limited by guarantee and was established in 1994 by the Bank
of England. Liverpoo!l Chamber of Commerce and representatives of the local community including Local Authorities,
Training and Enterprise Councils, Business Links and Higher Education Authoritics (MSIF Partners Limited) who act as
guarantors. At the end of the 2007 Financial Year, The Liverpool City Region Growth Company (previously The
Liverpool LEP and 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
smail 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 is largely financed from its own resources,

Business review

MSIF's twenty fifth year has been typified by change, change in its Board and Executive teams and its funds under
management, In the year AFM began the investment of the Liverpool City Region Combined Authority's Flexible Growth
Fund and MSIF's own Coronavirus Resilience and Recovery CBILS Fund. MSIF continues to provide access to early stage
funds and support, alongside Brabners and Grant Thornton, through the Liverpool City Region Business Angels Network.
The continued success of the MSIF Finance Hub enables businesses that need help in securing investment have access to
free support. Further commentary on the business performance in the year is contained in the Chairman's Statement.

Financial results
The Group made a loss in the year of £510,552 (2019: £614,553, as restated).

At 31 March 2020 the amount available for future investment on behalf of MSIF was £24,980,478 (2019: £24,632,185, as
restated).

As detailed in Note 2 to the financial statements and summarised below, the following prior period adjustments have been
made in relation to the year ended 31 March 2019.

(a) Following review of the group structure, in particular the determination of control over the limited partnerships within
the Group, it has been concluded that Liverpool Seed Fund Limited Partnership, Merseyside Special Investment Venture
Fund LP and Merseyside Special Investment Venture Fund No. 3 LP are ultimately controlled by MSIF and therefore
should be consolidated within the Group accounts. The impact of consolidating the additional limited partnerships
increases net assets as at 31 March 2019 by £1,067,791.

(b) The value of amounts payabie to the Regional Growth Fund ("RGF") by Small Business Loans Limited has been
recalculated during the year, reducing the net assets as at 31 March 2019 by £195,899.

{c) The results of Merseyside Loan and Equity Fund LLP, Small Business Loans Limited, North West Transitional Loan
investment Fund LLP and Merseyside Small Loans for Business Fund Limited have previously been eliminated from the
consclidated profit and loss account, as the results are transferred to the investment reserve and therefore there is a net nil
overall impact on the net profit or loss for the year. It has been concluded that the gross positon should be reflected in the
consolidated accounts and therefore the results and equal and opposite transfer to the investment reserve are now included
in the profit and loss account. The impact of this adjustment increases net assets as at 31 March 2019 by £921,710. As part
of this review, the directors have reclassified the Group investment loans of £5,931,789 from fixed assets to current assets.

(d) The provision held for repayment of funds returned from the company's investments to one of it's original investors has
been restated as a liability. The timing and amounts of the repayments were known and agreed upon as at 31 March 2019
and therefore. the amount should be held as a liability. The restatement has increased Creditors: amounts falling due after
one year by £2,275,648 and reduced Other Provisions by the same amount as at 31 March 2019.
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Merseyside Special Investment Fund Limited
Annual report and censolidated financial statements
Registered No. 02981031

31 March 2020

Directors' report
(continued)

Financial results (continued)

(e) Amounts owed by group undertakings due in morg than one year previously reported as £5,002,844 as at 31 March
2019 has been reduced to £Nil. Amounts owed by group undertakings due within one year has been increased by
£5,002,844, from the previously reported amount of £148,396 to the restated amount of £5,151,240.

The impact of the above adjustments increases net assets as at 31 March 2019 by £1,793,602, from £8.661,958 as
previously stated, to £10,455,560 as restated. The profit as previously reported for the year ended 31 March 2019 has
decreased by £833.364, from £218,811 as previously stated, to a loss of £614,553 as restated.

No dividends have been recommended to be paid during the year (26G19: £Nil).
Future outlook

MSIF continues to make available funds for investment in SMEs in the Liverpool City Region via its Merseyside Loan &
Equity Fund.

This fund is managed by AFM, alongside the NPIF Micro Loan Fund and the legacy returns under the Merseyside Small
Loans for Business Fund and the North West Transitional Fund. The award to AFM in the year of the Liverpool City
Region Flexible Growth Fund was a significant success. However, investing the fund has proved challenging with the
growing impact of the pandemic but its focus on growth businesses is an important piece of the Combined Authority's
Building Back Better response to the pandemic, which MSIF fully supports.

Principal risks and uncertainties

The directors believe that whilst there is inherent risk of non-recovery in providing loan and equity funds and that risk
affects MSIF's ability to reinvest its returns, MSIF's portfolio is managed so as to minimise that risk.

Covid-19 implications

The Directors have considered the implications of the ongoing global Covid-19 pandemic and its possible impact on the
business. Whilst in the short term a reduction in new investment opportunities of the kind common to the MSIF Group is
noted. this has been replaced by funding requiremenis from SME’s who themselves are impacted by the pandemic and
require cash to continue to trade. This is evidenced in the Coronavirns Business Interruption Loan Scheme of which MSIF
are an accredited lender.

Whilst there remain many uncertainties surrounding Covid-19, the Directors have felt it prudent to request the investment
teams within the Group to discuss the implications with our investee companies as part of their general economic
discussions, and where necessary are making appropriate arrangements to mitigate the risks and support their ongoing
sustainability, Any necessary provisions have been made in the appropriate funds.

The directors have also considered the Group’s own position in the context of Covid-19 and have a reasonable expectation
that the Group has adequate resources to address any implications of the pandemic.
Brexit considerations

The Directors have continued to consider the possible implications of the impact of the UK'’s exit from the European
Union (*Brexit™) on the business. While there remain uncertainties surrounding Brexit, the Board is satisfied that the
executive team has adequately considered such risks in the valuations of investee companies and thai the Group has
adequate resources to continue to operate successfully post Brexit.

Key Performance Indicators

The key performance indicators measured by MSIF are the number and value of investments made within the loan and
equity funds. private sector funds leveraged, number of jobs created and the number of jobs preserved.
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2020

Directors' report
(continued)

Going concern

Taking into account the events of Covid-19 and Brexit as described in this report, the Directors have a reasonable
expectation that the Company has adequate resources to continue in operational existence and meel its liabilities as they
fatl due for the foreseeable future. In forming this expectation, the Directors have considered the financial position and
performance of the Company during the year, post year end and for the 12 month period from approval of the financial
statements including appropriate sensitivitics. Thus it continues to adopt the going concern basis in preparing the annual
financial statements.

Subsequent events
There are no events subsequent to the balance sheet date that require disclosure.

Directors
The Directors of the Company who were in office during the year, and up to the date of signing the financial statements,
were:
Mr N Ashbridge
Mr M Basnett
Mrs L Greenhalgh - resigned 17 May 2019
Mr J O'Brien {Chairman)
Ms E O'Donnell - resigned 31 March 2020
Mrs H Pittaway - appointed 29 January 2020
No Director of the Company has any interest in the Company within the meaning of the Companies Act 2006.

Disclosure of information te anditor

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.

Employees
The contribution and co-operation of every employee are essential, highly valued and hereby acknowledged.

Political contributions
Neither the Company nor any of its subsidiaries made any political contributions during the year.

Auditor
KPMG LLP are deemed to be reappointed as auditors under section 487 of the Companies Act 2006.

By order of the board

) i 2" Floor Exchange Court
1 Dale Street

Liverpool
J O'Brien L2 2pPP
Director 14 September 2021
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2020

Statement of Directors’ responsibilities in respect of the Directors’ Report and the financial statements

The Directors are responsible for preparing 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 satisfled 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 each of
the group and parent company financial statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;

* make judgements and estimaltes that are reasonable and prudent;

* assess the group and parent company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concemn:

use the going concern basis of accounting unless they either intend to liquidate the group or the parent company or
to cease eperations. or have no realistic alternative but to do so.

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 are responsible for such internal
control as they determine is necessary t0 enable the preparation of the financial statements that are free from material
misstatement, whether due to fraud or error, and 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.
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Independent auditor’s report to the members of Merseyside Special Investment Fund Limited
Opinion

We have audited the financial statements of Merseyside Special Investment Fund Limited (*“the company™) for the year ended 3 March 2020
which comprise the consolidated Profit and Loss Account and Other Comprehensive Income, Consolidated and Company Balance Sheet,
Consolidated and Company Statement of Changes in Equity, Consolidated Cash Flow Statement and related notes, including the accounting
policies in note 1.

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 March 2020 and of the group’s loss for the

year then ended;
* have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial Reporiing Standard

applicable in the UK and Republic of freland ; and
* have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)™) and applicable law. Our responsibilities
are described below. We have fulfilled our ethical responsibilitics under, and are independent of the group in accordance with, UK ethical
requirements including the FRC Ethica) Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis
for cur opinion.

Going concern

The directors have prepared the financial statements on the geing concern basis as they do not intend to liguidate the group or the company or
to cease their operations, and as they have concluded that the group and the contpany’s financial position means that this is realistic. They
have also concluded that there are no material uncertainties that could have cast significant doubt over their ability to continue as a going
concem for at least a year from the date of approval of the financial statements (“the going concem period™).

We are required to report 0 you if we have concluded that the use of the going concern basis of accounting is inappropriate or there is an
undisclosed material uncertainty that may cast significant doubt over the use of that basis for a period of at least a year from the date of
approval of the financial statements. In our evaluation of the directors’ conclusions, we considered the inherent risks 10 the group’s business
model and analysed how those risks might affect the group and company’s financial resources or ability to continue operations over the going
concern period. We have nothing to report in these respects.

However, as we cannot predict alf future events or conditions and as subsequent events may result in outcomes that are incensistent with
judgements that were reasonable at the time they were made, the absence of reference to a material uncertainty in this auditor's report is not a
guarantee that the group or the company will continue in operation.

Directors’ report

The directors are responsible for the directors” report. Cur opinion on the financial statements does not cover that repont and we do not
express an andit opinion thereon.

Our responsibility is to read the directors’ report and, in doing so, consider whether, based on our financial statements audit work, the
information therein is materialty misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that work:

* we have not identified material missiatements in the directors’ report;
* in our Opinion the information given in that report for the financial year is consistent with the financiai statements; and
* in our opinicn that report has been prepared in accordance with the Companies Act 2006,

Matters on which we are required to report by exception

Under the Companies Act 2006, we are required 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 statemenis 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; or

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

We have nothing to report in these respects.
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Independent auditor’s report to the members of Merseyside Special Investment Fund Limited
{continued)

Directors’ responsibilities

As explained more fully in their statement set out on page 8, the directors are responsible for: the preparation of the financial statements and
for being satisfied that they give a true and fair view; such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error; assessing the group and 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 they either intend to liquidate the group or the parent company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 1o issue our opinion in an auditor’s report. Reasonable assurance is a high level of assurance, but does not
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 aggregate, they could reasonably be expected to influence the
econemic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at www trc.org uk/audsiorsresponsibilities

The purpose of our audit work and to whom we owe our responsibilities

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 to 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 responsibility to anyone other
than the company and the company s members, as a body, for our audit work, for this report, or for the apinions we have formed.

,,f‘fi;= Ania 75:"”:‘.“../1, -

Carla Kennaugh (Senior Statutory Auditor)

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

8 Princes Parade

Liverpool

L3 1QH

Date: 14 September 2021
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2020

Consolidated Profit and Loss Account and Other Comprehensive Income
for the year ended 31 March 2020

Notes 2020 2019

As restated

(See Note 2)

£ £

Turnover

Fee and other income 3 1,382,873 1,662,137
Administrative expenses (1,859,397) (1,608,680)

Investment loss recoveries 5,245 1,267

Movement in fair value of investments 2,145,000 372,840
Mavement in provision for investment losses {205,084} (95,693)
Amounts written off investments (1,606,673) (1,284.826)
Amounts attributable to RGF 29,354 {1,892)
Operating loss (108,682) (954.847)

Interest receivable and similar income 6 155,867 166,880
Interest payable and similar expenses (7,110) (1,961)

Maovement in fair value of fixed asset investment {227,075) 362,888
Loss before taxation 8 (187,060) (427.040)

Tax on loss 8(a) 11,307 -
Loss for the financial year (175,753) (427,040)
Transfer to Investment reserve (348,292) (559,834)
Loss after transfers to reserves (524,045) (986,874)
Loss attributable to Non Controlling Interests (13,493) (372,321)
Laoss after transfers to reserves and Non Controlling Interests (510.552) (614.553)

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

The group 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 15 to 26 form part of these financial statements.
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Consolidated and Company Balance Sheet
as at 31 March 2020

Fixed assets
Tangible assets
Financial assets
Investments

Current assets

Investment loans fincluding £2.196,656 (2019:
£2,644,.367} due in more than one year)
Debtors amounts falling due within one year
Cash and cash equivalents

Creditors: amounts falling due within one year
Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after one year
Provisions for liabilities

Net assets

Reserves
Profit and loss account
Non Controlling Interests

These financial statements were approved by the board of directors on 14 September 2021 and were signed on its behalf

by:
J O'Brien
Director

Notes

10 (a)
10 (b)

10 (a)

12

13

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

31 March 2020

Group Company
2026 2018 2020 2019
As restated As reslated
{See Note 2) (See Note 2)
£ £ £ £
6,939 24,0107 3,708 15,120
5,295,471 3,500,606 - -
10,242,293 14,450,736 10,538,822 10,746,477
15,544,703 13,675,459 10,542,530 10,761,597
4,704,011 5,931,789 - -
170,945 1,095,935 3,475,646 5,998,144
18,488,621 18,089,203 13,611,473 13,256,84])
23,363,577 25,117,017 17,087,119 19,254 987
{27,298,151) (26,301,422 (19,866,999) (20,751,775)
(3,934,574) (1,184,405) (2,779,880) (1,496,788)
11,610,129 12,791,054 7,762,650 9,264,809
(1,694,648) (2,351,527) (1,525,648) (2,275.,648)
9,915,481 10,439,527 6,237,002 6,989,161
9,773,908 10,284 461 6,237,002 6,989,161
141,573 155,066 - -
9,915,481 10,439,527 6,237,002 6,989,161
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Consolidated and Company Statement of Changes in Equity

Balance at 1 April 2018 (as originally stated)
Restatement
Balance at 1 April 2018 (as restated)

Total comprehensive income for the year
(Loss)/Profit for the vear (restated)

Balance at 31 March 2019 (restated)

Balance at 1 April 2019

Total comprehensive income for the year
Loss for the year

Balance at 31 March 2020

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

31 March 2020

Group Group Group Company
Profit and loss Non- Total Profit and loss
account  Controlling account
Interests
As restated As restated As restated
(See Note2)  (SeeNote 2)  (See Note 2)
£ £ £ £
8,443,147 - 8,443,147 6,832,237
2,455,866 527,387 2,983,253 -
10,899,013 527,387 11,426,400 6,832,237
(614,553) (372,321) (986,874) 156,924
10,284 460 155,066 10,439,526 6,989,161
Group Group Group Company
Profit and loss Non- Total Profit and loss
account  Controlling account
Interests
£ £ £ £
10,284,460 155,066 10,439,526 6,989,161
(510,552) (13,493) {524,045) (752,159)
9,773,908 141,573 9,915,481 6,237,002
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Merseyside Special Investment Fund Limited

Annual report and consolidated financial statements

Consolidated Cashflow Statement
for the year ended 31 March 2020

Net cash outflow from operating activities before interest 21

and taxation

Interest received
Interest paid

Taxation
Corporation tax refund received

Net cash inflow from operating activities

Cashflows from investing activities
Fixed assets acquired

Investment in portfolio fund

Loan and Equity investments made
Loan repayments received

Net cash inflow/(outflow) from investing activities

Cashflows from financing activities
Loans drawndown

Loans repaid

Repayment of partners capital account

Net cash inflow from financing activities

Net increase/{(decrease) in cash in year

Cash and cash equivalents at | April

Cash and cash equivalents at 31 March

Registered No. 02981031
31 March 2020

Notes 2020 2019
As restated
(See Note 2)
£ £
219,155 (516,172)
82,241 79,008
(6,038) (3,561)
8 11,307 -
306,665 (440,725)
9 (2,503) (804)
- (2,000,000)
10 (3,326,316) (4,420,901)
10 3,353,002 4,482,378
24,183 (1,939,327)
94,000 75,000
(25,520) (53,236)
- (43,0000
68,480 (21,236)
399,328 (2,401,288)
18,089,293 20,490,581
12 18,488,621 18,089,293

Page 14



1.1

Merseyside Special Investmeni Fund Limited
Annual report and ¢ lidated financial statements
Registered No. 02981031

31 March 2020

Notes to the financial statements
Accounting policies

Merseyside Special Investment Fund Limuted (the “Company™) 15 a company hmited by guarantee and incorporated, domiciled and registered in the UK The registered
number is 0298103 1 and the registered address 1s 2nd Floor, Exchange Court, | Dale Street, Liverpool, L2 2PP

Basis of preparation

These Group and parent company fnancial statements were prepared in accordance with Financial Reporting Standard 102 The Financial Reporting Standard applicable in
the UK and Republic of Ireland ¢ /RS 102") The presemation currency of these financial statements 1s sterling.

The accounting policies set out below have, unless otherwase stated, been applied consistently to ali periods presented in these financial statements
Measurement convention

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

Going Lonvern

The financial statements have been prepared on a going concern basis which the Directors consider to be appropnate for the followmy reasons. The Directors have prepared
cash flow forecasts for a period of 12 months from the date of appraval of these financial statements which take into account actual experence as a result of the COVID
pandemic These forecasts indicate that, taking account of severe but plausible downsides, and the anhicipated impact of COVID-19 on the operations and its financial
resources, the Company will have sufficient funds to meet 1ts hablities as they fall due for that period

Management have considered various scenanios reflecting the stress testing of forecasted revenue, Tus wcludes the reduction 1n the forecasted return of revenues and alse the
effect of a further lockdown. These scenarios all show a positive cash balance and profits being made and therefore have not affected the conclusion reached

Consequently, the Directors are confident that the Company will have sufficient funds 10 continie 10 meet its habilities as they fall due for at least 12 months from the date of
approval of the financial statements and therefore have prepared the financial staternents on a going concern basis

Rasis of consalidation

The consolidated financial staternents include the financial statements of the Company and uts subsidiary undertakings made up to 31 March 2020 A subsidary 1s an entsty
that 15 controlled by the parent The results of subsidiary undertakings are included in the consohdated profit and loss account from the date that contrel commences until the
date that control ceases Control 15 established when the company has the power 1o govern the operating and financial policies of an entity so as to obtain benefits from its
activities In assessing control, the Group takes into consideration potential votng rights that are curently exercisable.

An associate 1s an entty 1n which the group has sigmificant influence, but not control, aver the operating and financial policies of the entity Sigruficant influence 15 presumed
to exist when the investors holds between 20% and 50% of the equity voting rights

Under Section 408 of the Companies Act 2006 the Company is exempt from the requirement to present its own profit and loss account
In the parent financial statements, investments 1n subsidiaries are carried at cost less impairment
Group financial assets

Fair vatue measurement

Fair value is the amount for which an asset could be exchanged, a labihty seiied, or an equity instrument granted could be exchanged. between knowledgeable, willing parties
in an arm's length transaction  The following ierarchy s used to estimate fair values'

(a) The best evidence of faur value is @ quoted price for an identical asset in an active market Cruoted in an achive market in this context means quoted prices are readily and
regularly available and those pnces represent actual and regularly occurnng market ransactions on an am's length basis. The quoted price s usually the current bid pnce

(b} When quoted prices are unavailable, the price of a recent transaction for an 1dentical asset prowides evidence of fair value as long as there has not been a significant change
1n econemic circumstances or a sigmficant lapse of time since the transaction tock place If the entity ¢can demonstrate that the last transaction price is not a goed estimate of
fair value (¢ ¢ because it refleers the amaunt that an entity would recerve or pay in a forced transaenon, snvoluntary iguidation or distress sale}, that price 1s adjusted

{c) If the market for the asset is not active and recent transactions of an sdentical asset on their own are not a goed estimate of fair valug, an estimate of the fair value is made
by using a valuation technique The objective of using a valuation technique is to estimate what the transaction price would have been on the measurement date n an arm’s
length exchange mativated by normal business considerations

(d) Equuty nvestments are valued using an appropriate valuation techrmigue  For an established business we use a multiple of mantainable camings and apply a marketability
discount To ensure that we use an appropnate multiple, we will use our entry multiple for new investments, or the multiple used in any offers received or valuation exercises
performed for recent comparable deals Where we consider that the maintainahle earnings method does not give an accurate valuation we have used a net assets valuation

The group determinegs the fair value of the imvestments wath reference to the hierarchy,

Loan mvestments
Loan investments are measured at amortised cost using the effective interest rate method, which mcludes a reduction for impairment or uncellectability where necessary.

Investments m preference and ondinary shares

Investments in equity instruments are measured mually at fair value, which 15 normally the transaction price Transaction costs are excluded (f the nvestments are
subsequently measured at faur value through profit and loss Subsequent to ininal recognition, investments that can be measured reliably are measured at far value with
diminutions recogmsed through the Investment Reserve, in other creditors
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Notes to the financial statements
{continued)

A ting policies (continued)

Basic financial instruments

Trade and other debrors  crediiors

Trade and othet debtors are recognised maily at transaction price less attributable transaction costs Trade and other creditors are recognised nitialfy af transaction price plus
attributable 1r costs Subseq te imtial unition they are measured at amortised cost using the effective interest method, less any impairment losses in the case
of trade debtors If the arrangement constitutes a financing transaction, for example (f payment 1s deferred beyond normal business terms, then it is measured at the present
value of future payments discounted at a market rate of interest for a similar debt mstrument

Interesr-bearing borrowings classified as basic financial instruments
Interest-bearing borrowings are recognised imttially at the present value of future payments, discounted at a market rate of interest Subsequent to 1mtial recognition, nterest-
bearing borrowings are stated at amortised cost using the effective interest method, less any impaitment losses

Cash and cash equrvalents
Cash and cash equivalents compnse cash balances and call deposits Bank overdrafis that are repayable on demand and form an integral part of the company’s cash

[ went are included as a co of cash and cash equivalents for the purpos¢ only of the cash flow statement

Other financial instruments

Financiad instraments not consrlered fe e Buic finaneal tstruments (Crher fnancral imsrauments)
Other financial instruments not meeting the defimtion of Basic Financial Instruments are recognised mutially at fair value Subsequent 1o 1nitial recegnition other financial
instruments are measured at fair value with changes recognised in profit or loss or investment reserve as appropnate.

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation

The company assesses at ¢ach reporting date whether tangible fixed assets are impatred

Depraciation is charged to the profit and loss account on a reducing balance basis at the following rate
. fixtures and fittings 25% per year

Depreciation methods, useful Yives and residual values are reviewed if there is an indication of a significant change since last annual reporting date i the pattern by which the
company expects 1o consume an asset’s future economic benefits

Government grants

Amounts received from government agencies by the company have been invested tn Liverpool City Region ("LCR") enterprises through a number of limited pannershups and
lirnited liability partnerships Due to the nature of the investments made through the partnerships, the amounts mvested are fully provided for, and the corresponding creditor
10 the government agencies released due to the significant uncertainty over recovery Amounts that have been generated by the parinerships, have been remitted back to the
company, and the provision against the investment m the partnerships has been reversed An investment reserve 1s then created which is included in other creditors  This
balance represents amounts that must be either reinvested in LLOR enterpnses, or are due back to the govemment agencies who initially provided the funding

Dnpairment excluding deferved tax assets

Frnancial assels ficivding other debtors)

A financial asset not carried at fair value through profit or loss 15 assessed at each reporting date to determine whether there 15 objective evidence that it 15 impaired A
financial asset 1s impaired 1f objective evidence indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated reluably.

An impairment |pss m respect of a financial asset measured m amornsed cost 1s calculated as the difference betweer its carrying amount and the present value of the estmated
future cash flows discounted at the asset’'s ongnal effectve interest rate Interest on the impaired assel continues 10 be recogmised through the unwinding of the discount
Impairment losses are recogmsed in profit or loss When a subsequent event causes the amount of )mpairment loss to decrease, the decrease in impairment loss 15 reversed
through profit or loss

Provisions

A provision ss recogrsed in the balance sheet when the entity has a present legal or constructive cbiigation as a result of a past ¢vent, that can be reliably measured and 1t is
probable that an outflow of economic benefits will be requited to settle the ebligation Provissons are Tecogmsed at the best estimate of the amount required to settle the
abligation at the reporting date.

Sudgements and estimaies

The preparanon of the financial statements requires 2 to make judg and assumption that affect the apphication of the accounting policies and the
reported amounts of assets and habs!ities and revenue and expenses Actual results may differ from these estimates

Estimates and underlymg assumptions are regularly evaluated and are based on historical expenence and other factors. mcluding expectations of future events thai are
1easonable under the circumstances Revisions to accounting esumnates are recogmsed mn the period i which the estimates are revised and i any future penods affected

The key judgements and estumates made by the directors in the application of these accounting policies are in respect of the vaivation of investments

Turnover

Fees and other income
Fees and other income represents principally fund management. investment arrangement, monitonng fees and mterest recervable Income 15 from sale of services and 15
recognised as It accrues
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Accounting policies (continued)

Expenses

Operating lease

Payments {excluding costs for services and msurance) made under operating leases are recognised in the profit and Joss account on a straight-hne basis over the term of the
Icase unless the payments to the lessor are structured to increase in lng with expected general inflation, in which case the payments related to the structured increases are
recogmsed as incurred Lease incentives received are recognised in profit and loss over the term of the lease as an integral part of the total lease expense

Interest recervable and interesr Davable

Interest payable and simular charges include interest payable, finance charges on shares classified as hablities and finance leases recogmised 1n profi or loss using the effective
interest method, unwindimyg of the discount on provisions, and net foreign exchange losses that are recogmised (m the profit and loss account

Other interest recervable and simjlar income include interest recervable on funds invested

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

Employee Benefits

Defined contribution plans and aiher long term emplovee benefits

A defined contribution plan is a post-employment benefit plan under which the company pays fixed contributions mto a separate entity and wall have no legal or constructive
abligation to pay further amounts Obligations for contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the penods
during which services are rendered by employees.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax 15 recogmsed m the profit and loss account except to the extent that it relates to items recognised
directly in equity or other comprehensive income, 1n which case it 15 recogmised directly 1n equity or other comprehensive income

Current tax 15 the expected 1ax payable ar recervable on the taxable income or loss for the yoar, using tax sates enacted or substantively enacted af the balance sheet date, and
any adyustment to tax payable in respect of previous years

Deferred tax 15 provided on timing differences which arise from the inclusion of mcome and expenses 1n tax assessments in periods different from those 1 which they are
recognised 1n the financial statements The following timing differences are not provided for differences between accumulated deprecianon and tax allowances for the cost of
a fixed asset if and when all condrtions for retaimng the tax allowances have been met, and differences relating to investments 1n subsidianes, to the extent that it is not
probable that they wall reverse 1n the foreseeable future and the reporting entity is abie to control the reversal of the timing difference Deferred tax 1s not recogmsed on
permanent differences arising because certain types of income or expense are non-1axable or are disallowable for tax or because certain tax charges or allowances are greater
or smaller than the corresponding income or expense

Deferred tax 15 measured at the tax rate that is expected to apply o the reversal of the related difference, using tax rates enacted or substantively enacted at the balance sheet
date Deferred tax balances are not discounted

Unrelieved tax losses and other deferred tax assets are recogmsed only to the extent that 15 it probable that they will be recovered agamst the reversal of deferred tax liabilines
ar other future taxable profits.

Audit exemption for subsidiaries
Advantage has been taken of the audit exemption available for small cemparues conferred by section 47%a of the Companies Act 2006 on the grounds

a that for the year ended 31 March 2020 the company was entitled to the exemption from a statutory audit under section 479a of the Companies Act 2006 relating to small
companies, and

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

The directors acknowiedge their responsibilities for
a ensuring that the company keeps adequate accounting records which comply with section 386 of the Compames Act 2006; and
b, prepaning financial statements which give a true and fair view of the state of 1he affairs of the company at 31 March 2020 and of 1ts profit or loss for the year then ended

accordance with the requirement of section 394 of the Companies Act 2006, and which otherwise comply with the requirements of the Compames Act 2006 relaung 1o
financial staternents so far as applicable to the company

The following companies have 1aken advantage of the exemption from audit under Section 47%a of the Companies Act 2006, -

AFM Merseyside Mezzamne Limited (04274232), AFM Merseyside Ventures Limited {04274737), AFM Small Firms Fund Limuted (04275276), Alliance Fund Managers
Nomunees Limited (04277713), AFM R101 Ventures Limited (04274723), AFM Seed Fund Linited (05303817), BCE Fund Managers {Merseyside) Limited (03147091),
Liverpool Vemures Limited {04894769), [.VL Seed Fund Linuted (05303818), Merseyside Special Investment Mezzanine Fund Twe Limited {04257322) MSIF Seed Fund
Limated (05303819}, Merseyside Special Investment Venture Two Limited (04257309), Merseyside Special Investment Venture Fund Limited {03104077), Merseyside
Special Investment (Small Firms) Fund Twe Limuted (04257331), AFM NWF General Partner LLP (0(392158), AFM NPIF General Pantner LLP (OC415599), AFM
Business Growth Limuted {10829228)
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icontimed)

Prior period adjustment

The financial siatement include prier period adjustments for a number of issues :dentified dunng the vear The natre of these adjustments and reason for them 1s summansad below,

(2} Follonmy rervizw of the group struciure in the year, 10 particular the determnanon of control over the imiled parinerships within the Group, 1t has been concluded that Liverpool Seed
Fund Limited Parinership, Merses side Special [nvestment Venture Fuitd LP and Mersey side Special [nyestment Venture Fund Ne 3 LP are ultimately controlled by MSIF and therefore
should hay e been consolidated within the Group accounts since inception This has therefore resulted in & prier period adjustment 10 consolidate the resulis of the given entities for the
sear ended 31 March 2019

¢b) Under the 1erms of the agreement held between Small Business Loans Limuted ("SBL"} and RGF, investment income must be set aside for future reinvestment, revenue and capitai
generated can be used to pa the reasonable operating costs. amongst other things. That has always been the intention of the direclors Consequently, 11is now considered appropriale that
anv excess of income over reasonable operatng costs should be added 1o the amoums pavable 10 RGF, demonstrating that these funds are earmarked for future investment or possible
repayment 10 RGF

Following a review 1 the Year, amounis payable 10 RGF by SBL has been recalculated to more accurately reflect the balance and the amounts available for reinvestment

{c} [n previous years. the results of Mersevside Loan and Equity Fund LLP, Small Busingss Loans Limiled, North Wesi Transitional Loan Investment Fund LLP and Mersey side Small
Loans for Business Investment Fund Limited were included in the consalidated balance sheet. bul the profit for the vear. and the assets and liabilities of those enfilies were presented net
as an entry to the nvesiment reserve. In consolidating those entities. theis gross balances should hasve been included n the consolidated aceounts Therefore a pnor penod adjustment is
Tequired to correctly prasent the gross amounts in the Group Prolil and Loss Account and Balance Sheet

(d) Finally, following review of the Other Provisions balance. in particular the provision held for repayment of [unds relumed frem the company’s insesiments to one of it's onginal
investors, it has been concluded that this amount should be disclosed as a habilis rather than as a provision The timung and amounts of the repayments were known and agreed upon as
a1 31 March 2019 and therefore. the amount should be held as a l:ability This has resulted i a prior period adjusiment 1o reclassify the balance

The effect ol the restatement on the Group's comparative figures is set out below.

As previously Restatements AS vestated
reporied - Group Set (a) See (b) See () See (4)
E £ i £ £ i

Profit and loss
Fee and other income 1,254 068 18.529 - 329,540 - 1662137
Administratis ¢ gxpenses {1,563.415) (9.702) - (35.563) - (1,608,680
Inestment loss recovenes - - - L.267 - 1.267
Movement m far value ¢f investments - - - 372,840 - 372.840
Movement in provision for investment losses - {1,188.712) (R.000) L0l 019 - (Y5.643)
Amounts wniten off 1n estments - (85 &) - (1,194.026) - (1,284,826)
Amounis allnbutable to RGF - - (1.892) - - (1.892)
Operating logs {309,347) (1.205,585) {9,892} 570,077 - (954,347)
Interest receivable and simular income 165,270 - - 1610 - 166,880
Interest pavable and sumilar expenses - - - (1.961) - (1.961)
Movemen! int fair value of fixed asset iy esiment 362888 - - - - 362,888
Profit/{loss) before taxation 218,311 {1,205,685) {9,892} 569,726 - (427,040)
Tax on loss - - - - - -
Profit/(boss) for the financial year 218,811 (1,205,685) (9892) 569,726 - (427,040)
Transfer to Inyvesimeni resene - - - (559.834) - (559,834)
Profit/(loss) after transfers to reserves 218,811 (1,205,685 (9,892} 9591 - (986,874)
Loss attnbutable to Non Controlling Interasts - (372.321) - - - {372.321)
Profit’{loss) after transfers to reserves and Non Controlling
Interests 118,811 {833 364) {9,892) 9.892 - (614,553}
Balance sheet
Fixed assets
Tangible assets 24,117 - - - - 24,117
Financial assets 4,134 464 297931 - {5.931.78Y) - 3,500,606
[nvesiments 10.450,736 - - - - 10,450,736

19,609,317 297,931 - 5,931,789} - 13,975,459
Current assets
Invesiment loans - - - 5,931, 74y - 5931789
Deblors amounts falling due within one vear 1.097.081 (1.146) - - - 1,095,935
Cash and ¢ash equivalenis 17,698,687 390,606 - - - 18,089,263

18,795,768 389,460 - 5,931,789 - 25,117,017
Creditors. amounts falling due within one ear
Trade creditors 126,190 - - - - {126,190
Taxahon and social secunty 1147.747) - - - - (147.747)
Other creditors (296,750} - - - - (246,750}
Ohher creditors - invesument resen e (25.471.135) 3%7.000 - 905,677 - {24678 458)
Amounts altributable 10 RGF - - (R6Z.39%) - - {B62.899)
Accruals and deferred mcome (157,258) (6.600) - - - (163,858)
Sank {oans 1235520} - - - - (25,3203
Net current Kabilities {7.928,832) 769,550 {862.599) 6,837,466 - {1,184,405)
Total assety bess current labilities 11,680,485 1.067,791 (862,899 WSLTT - 12,791,054
Creditors” amounts {allmyg due afer one vear
Bank loans (75.879) - - - - (75.879)
Amounts payable 10 RGF (667,001 - GHT D00 - - -
Amounts pasable 1o ERDF - - - - (2.275.64%) (2.275.648)
Provisions for Habilities
Provisiens for labditees {2.275.648} - - - 2.275.648 -
Nei assets 8,661 & lgﬁTiTﬂ (195,89%) 5,677 - l0‘43'1£27
Reserves
Profit and loss account 8661958 Y12,725 {195.899) WS 6TT - 10.284.461
Non Controlling Interests - 155,064 - - - 155,066

3,661,958 1,067,791 (195,899) 905,677 - 10,439,527
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Notes to the financial statements
{continued)

Prior period adjusiment {continued)

The feliowing restalements have been made

(a) The impact of consolidating the additional hiwied partnerships increases net assels by £1.1167.791 as a1 31 March 2019 and £2.273 476 as a1 31 March 2014 and results tn an
addnional loss of £1.205,685 for the year ended 31 March 2019, of which £833,364 was atnbulable to MSIF and £372,321 was attribuable to non-controlling interests MSIF does not
own 100% of the capual of Mersevside Special Investnient Venture Fund LP nor Merseyside Special Invesiment Venture Fund No 3 LP Therefore 2 non-controllmg interest {"NCI") has
been recognised n relation (o the NCF's shares of the result for the year ended 31 March 2019 and 10 reflect the NCI's capital inlerests in both entities NC1 within equity of £135.064 at
31 March 2019, and £527.387 at | Apn) 2018, has been recognised

{b) The impaci of the Small Business Loans Limited restatemenis are as follows®

(2) Investments written off had previoush been transferred 1o the amounts due 10 RGF. with there being a nei nil impact on the profit and loss account. Such ameounts were presiously
therefore not shown on the profit and loss account, which they should have been Therefore those amounts are now presented on a gross basis, resulting in an additional £8,000 expense
1n the profit and loss account

(1iy Amounts repayable to RGF. or set aside for fulure investmeni. is based on the nel mvestment income  As noted above. all profits and losses aboye reasonable cperaing expenses are
potentially repavable 16 RGF and mes ements on this balance shouid have been recogmised 1n the profit and loss account Therefore, the profit and loss account as ai 31 March 2019 has
been restated to include a £1,892 charge for amounts attnbwiable to RGF Amounls recogmised in presious vear profits and losses have also been reclassified as due to RGF, resulting in
an mcrease 1o the amounts due 1o RGF in the balance sheet of £195 899 as at 31 March 2019, from £667,000 as previcush reported to £862.899 a5 restated

(1) The directors of MSIF or of Small Business Loans Limited are not aware of any intention by RGF to reclaim the net amounis retumed to the company thal hayve not vel been
remvested However. RGF retain the legal nght to recall these funds a1 any time. Therefore, the amounts due to RGF has been reclassified as a current liability

(¢ In the pnor year, the equity of the above named entities was meluded in the consolidated balance sheet, but the profit for the vear. and the assets and liabilibes of those entiies was
presented net as an entry (o the :mvesiment reserve In censolidating those entities, their gross balances should have been sncluded in the consolidated accounts Therefore, profit and loss
accounts have been restated. resulung m an meresse 1o profit for the year ended 31 March 2019 of £9.892. Net assets as a1 31 March 2019 have nereased by £905,677 (31 March 2018
€895 784) This increase relates (n part to an adjustment of £70%.777 for the correction of the histonc gross assets and liamlties The remaining increase in net assets of £195.900
represents the grossing up in respect of Small Business Loans Limited which, as noted above, is then adjusted separateh as part of that restatement (see (b} above) and reported separately
i thas hote for clanty. As part of this review, the directors have reclassified the Group investment loans of £5. 931,784 from fixed assets to current assels

(d) The impact of reclassify ing the Other Provision held for the repayment of funds 1o ene of the company's original nvestors 15 to decrease Other Provisions by £2.275.648 1o £Nil as al
31 March 2019 and 10 tncrease Creditors amounts falling due afler more than one year by the same amount to £2,351,527

The effect of the restaternent on the Group's opening reserves as at 31 March 2018, 1s s out below~

As previously Restatements As restated
reported 31 March
31 March 2018 see (a) See (b} See (0) See (4) 018
£ £ £ £ £ £
Group Profit and Loss Accounl 8,443,147 1.746,08Y {186.007) 895,784 - T R9Y (3
Group Non Controlling [nteresis - 527,387 - - - 527,387
8,443,147 127347 {186,007) 595,784 - 11,426,400

Cash flow statement
The effect of the restatement on the Group's consclidaled cash flow statement for the year ended 31 March 2019, 1s described below

The net cash outflow fram operating actnities has increased from £122,734 as previously reponed, 1o the restated amount of £440,725 The impact of this restatement on gach line tem
withtn operating cash flows 15 shown in the 12ble below

Ay previously Restatements As restated
Reconciliation of operating loss to net cash (outflow )/inflow from operating activities reporied -
Group

Loss 218811 (645.857) {427.040)
Depreciation 7972 - 7972
Investments writlen off’ 1,333.804 B5 800 | 419604
Mosemen in fair value of financial assets (362.888) (10,836) (373.724)
Movement in provision for invesiment losses - 166,631 166,631
Movement o fair value of portfolio invesiments - (362888 (362 BEE)
Investmen! management expenses 51.023 - 51023
Tnieres! recervable and sumular income (165270 - (165,270)
Interest pay able and similar expenses - 1,961 1.961
Taxation - - -
Decrease/(increase) in deblors {723.624) 722 (722.902)
Increase/{decrease) m credilors (559.965) 448421 (113.544)
Net cash inflow from operating activitics (Note 21) (200,132) (316,040) (516,172)
Inerest received FT,398 1,610 TU008
Interest pad - {3.561) (3,561)
Net cash outflow from operating activities {122,734) (317.991) (440,715)

The net cash owflow from invesung achvities has decreased from £2.658.027 as presiously reponied 1o the resiated amount of £1.939.327 due te the mclusion of investment repayments
recerved by Mersey side Special Investment Venture Fund LP of £300,000 and Merseyside Special Invesiment Venture Fund No 3 LP of £418,700

Net cash from financing activities has reduced from beiny a net cash inflow of £21.764, to a restated net cash outflow of £21.236, due 10 the inclusion of repas meni of pariners capital
accounts of £43.000 for the addinonal hmited parinerships now included in the consolidanon

Parent Company

Aniounts owed by group undertakings due in more than one year previously reporied as £5,002.844 o5 at 31 March 2014 has been reduced to £Nil. Amounts owed by group undenakings
due within one year has been increased by £5,002.644, from the prexioush reported amount of £148.396 to the reslated amount of £5.151,240,
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Notes to the financial statements
{continued)

Turnover

Fees and other incorme
Staff costs
Wages and salanes

Social security costs
Pension contnbutions

The manthly average number of employees during the year was

Finance and admimistration
Fund management

The company operates one defined contribution pension scheme

Directors' remuneration

Aggregated emoluments
Sums pard to third parties for directars” services

Merseyside Special Investment Fund Limiied
Annual report and i d financial

Registered No. 029831031

31 March 2020

2020 2019

As restated

{See Note 2)

£ £
1,382,873 1.662,137
2020 2019

£ £
851,355 877,793
34,312 91,372
22,020 19,143
957,687 988,308
2020 2019

7 7

° 9

16 16

2020 2019

£ £
162,025 159,083
16,994 15,992
179,019 175,075

The amount in respect of sums paid to third parties relates to amounts payable to Liverpoc! Chamber of Cornmerce for the services of Neil Ashbrnidge and Liverpool LEP for

the senvices of Mark Basnett
Interest receivable and similar income
Bank imterest

Interest on investment in postfohio fund
Other invesiment income from portfeho fund

Expenses and auditor’s remuneration
Included 1n profit/(loss) are the followng:

Depreciation of tangsble fixed assets
Auditor's remunerabion for.

Fees payable 10 the company auditor for the audit of the parent company and consolidated financial statements

Fees payable to the company's auditor and »ts assocates for other services
- The audit of the company's subsidiaries pursuant 10 legislation

- Other services pursuant to legislation

- Tax services

- Other

Operanng lease cost - land and burldings

Operating lease Cosl - equipment

Taxation

Cureent tax

UK Corporanon tax at 19% (2019 19%)
Adjustments in respect of prior periods
Total current tax

202 2019

£ £
82,241 17.108
11,442 60,290
62,124 37,872
155,807 165,270
2020 2019
£ £
19,681 7972
65,661 26,166
49093 13,196
6,094 5,800
30,300 30,740
3,090 3,000
44,113 44,113
2,264 2,264
2020 2019

£ £
11,307 -
11,307 -

The 1ax charge for the year 1s different to the standard rate of corporation tax in the UK 19% (195" 2019) as explaed below
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Notes to the financial statements
{continued)

Factors affecting 1ax charge for year

Profit(Loss) for the year
Total tax charge

Profit(Loss) before tax
Profit{Loss) muluplied by standard rate of Corporation tax in the UK of 19% (2019 19%)

Kfeciy of

Partnership profit/losses allocations

Adjust closing deferred 1ax to average rate of 19%;

Adyust opemng deferred tax to average rate of 19%

Other permanent differences

Group income

Expenses/income not chargeable for tax purposes

Deferved tax not recogmised

Adjustment 16 1ax charge in respect of prior peneds

Adjustment to tax charge in respect of prior periods - deferred tax
Unrecognised losses unlised

Unwind of FRS 102 conversion adjustrment

RGF transfer (non-taxable)nen-deductible

Partnership allocations recerved net income/(expense) / allecations transferred (net income)expense

Dreferred tax

Unrecogmsed deferred tax asset at | Apnl 2019
Movemnent in unrecognised deferred tax
Unrecognised deferred tax asset at 31 March 2020

Merseyside Special Investment Fund Limited

lidated financiak stat

Annual report and

Regisiered No. 02981031

3 March 202¢

2020 2019
As restated
(See Note 2)
£ £
(175,753) (427.040%
{11,307) -
{187.060) (427,040)
{35,541) {81,138)
- (6.923)
- 481,413
(489,104} (496,337}
97,262 -
(13,978) (16,696)
2,486 248,950
484,763 (50,672)
{11,307 (74,080)
{49,743} -
90,273) -
(4,877) (4.877)
(5,371 360
104,582 -
{11,307) -
2020 2019
£ i
4,084,680 4,138,709
426,277 54,029}
4,510,957 4,084,680

The group has net of other iming differences, which are lesses available to be carred forward for tax purposes of approximately £4 5 mullion {2019 £4 1 milhon) {eompany

£0 4 million (2019 £0 3 miilion)) at 31 March 2020, which have not been recegnised

Factors that may futsre current gnd total tux charges

The deferred tax assef at 31 March 2020 has been calculated hased on the Jatest substanively enacted rate of 19% A reduction in the UK comperation tax rate from 19% 10
17% (effective 1 April 2020) was substantively enacted on 6 September 2016 The March 2020 Budget announced that a rate of 19% would continue to apply wath effect
from 1 Apnl 2020, and this change was substanuvely enacted on 17 March 2020 In the 3 March 2021 Budget, st was announced that the UK tax rate will increase to 25%
from 1 Apnil 2023, and ths change was substantively enacted in May 2021 and wall incr¢ase the company's future current tax charge accordingly

Tangible fixed asseis

Cost

At | Apnl2015
Additions

At 31 March 2020

Accumulated depreciation
At 1 April 2019
Depreciation

At 31 March 2020

Net book vaiue at 31 March 2020
Net book value at 31 March 2019
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Group Company
Fixtures and fittings Fixtuires mnd fMitingy
£ £
229,602 68 601
2,503 -
232,105 68,661
205485 53,541
19,681 11412
225,166 64,953
6,939 3,708
24,117 15,120
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10 (b)

Notes to the financial statements
(¢ontinued)

Fizrd asset investments

Group financial asseis

Cost or valpation

At | April 2019 (as restated, see Note 2)
Amounts nvested 1n year

Movement i fair value
Realisabons/loan repayments

Written off in the year

Disposals 1n year

At 31 March 2020

Net amounts provided in the year

At 1 April 2019 (as restated, see Note 2)
Movement 1n provision for the year
Realised in respect of disposals

At 31 March 2020

Net book value at 31 March 2020
Net book value at 31 March 2019 {as restated, see Note 2)

lnvestments in Limited Partnerships made by other group companies

Cost

At § Aprd 2019
Movement in year
At 31 March 2020

Amounts written off/released
At I Apsit 2019

Movement m year

At 31 March 2020

Net book value 8131 March 2019 and 31 March 2020
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Merseyside Special Investment Fund Limited

Annusl repert and ¢

ted financial st ts

Registered No. 02981031

31 March 2020

Equity Non Equity Loan & Equity
Investments

i £ £
7,741,956 13,043,115 20,785,071
- 3,326,316 3,326,316
2,145,000 - 2,145,000
- (3,353,002) (3,353,002)
(235.000) {(1,034.288) (1,269.288)
hd 86,000 (86,000)
9i651i956 llhl}?ﬁ,liﬂ 11,5485097
4,241,350 7,111,326 11,352,676
115,135 166,804 281,939
- (86,000) {86,000)
4,356,488 7.192,130 11,548.615
5,295,471 4,704,011 9,999 482
3,500,606 5.931,78% 5,432,395
Capital grants
Investments recognised

£ £
36,567 981 (36,597,981
36,597,981 (36,597,981)

(36,597,981} 36,597,981

{36,297,981) 36,597,931
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Notes to the financial statements
(continued)

Investments

Investments 1n subsidiary compames
Investment in portfolic fund
Other investments

At 31 March 2020

Merseyside Special Investment Fund Limited
Annual report and consolidated financial stztements
Registered No, 02981031

31 March 2020

Group Company
2020 2019 2020 2019
£ £ £ £
- - 296,529 296,529
10,242,293 10,449 948 10,242,293 10,449 948
- 788 - -
10,242,293 10,450,736 10.538,822 10,746,477

As at the year-end the company directly holds the entire share capital of the followang subsidiaries, all of which have a year-end of 31 March Ail subsidiaries are registered m

England.

Name of undertaking

Companies: Profit/(Loss}
Merseyside Special Investment Venture Fund Limited -

Merseyside Special Investment Venture Fund Two Limited -

Merseyside Special Investment (Small Firms) Fund Two Limited (788)
Merseyside Special Investment Mezzanine Fund Two Limited (60)
Merseyside Small Loans for Busimess Investment Fund Limited 29,836
MSIF Seed Fund Limited {60}
Merseyside Loan & Equity Fund LLP 2,282 915
Small Business Loans Limited 5,842
Worth West Transitional Loan Investment fund LLP 112,582
North West Business Growth Fund LLP -

Alliance Fund Managers I.imited (430,617)

LVL Seed Fund Limited
AFM Seed Fund Limited

AFM Merseyside Mezzanine Limited -

Net Assets /
(liabilities)
2

16,178
577,689

31

6,608 861

205,856

560,868

{600,418)
958,768

28,001
21,001

Principal activity

Investmem Company

Investment Company

Invesiment Company

Investment Company

Investment Company

Investment Company

Investment Company

Investment Company

Investment Company

Investment Company

Management Company

2nd General Partner t¢ Liverpool Seed Fund Limited
Partnership

First (General Partner of the Liverpeol $eed Fund Linuted
Partnership

Director for White Property Services Lid

As at the year-end the group indirectly holds the entire share capital of the following subsidiaries, all of which have a year-end of 31 March All subsidianes are registered in

England
Name of undertaking

Companies:
Profit/{L.oss)

AFM Merseyside Ventures Limited -
AFM Small Firms Fund Limited -

AFM R 101 Ventures Lirmited (5,144)

Allance Fund Managers Nominees Ltd -
BCE Fund Managers (Merseyside) Lid -

AFM Business Growth Fund Limined 160

AFM NPIF General Partner LLP R
AFM NWF General Partner LLP -

Net Assets /
(liabilities)

87,702

446,764

(29,190%

Principal activity

General Partner of the Merseyside Special Investment
Venture Fund No 3 Limited Partnershup The Company
also acts as Director for White Property Services Limited

General Partner of North West Business Growth Fund LP
General Partner of the Merseyside Special [nvestment
Venture Fund Limited Partnership It 1s a Lymited Partner in
NPIF NW (Microfinance) Limied Partnership

‘The company acts as nominee shareholder for equity
investments made by other group entities

Designated Member of AFM NWF General Partner LLP
and AFM NPIF General Partner LLP

Lirmited Partner of the North West Business Growth Fund
LP

Second General Pariner of NW NPIF (Microfinance) LF
Secend General Partner of NWF {Micro Loans) LP

The registered office for all the above subsidianes is 2nd Floor, Exchange Court, | Dale Street, Liverpool, L2 2PP.
in addinon Merseyside Special Investment Fund Limited is the sole guarantor of Liverpool Ventures Limued (a company hmited by guarantee).
The drrectors believe that the carrying value of the nvestments 15 supported by their underlying net assets.

Debtors

Amounts falling due within one year:
Trade debtors

Other debtors

Amounts owed by group undertakings
Orher taxation and social security
Prepayments

Accrued iIncome

The amounts owed by group undertakings are unsecured and repayable en demand
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Group Company
2020 2019 2020 2019
As restated As restated
(See Note 2} (See Note 2)
£ £ £ £
45464 94,837 316 93,737
3,782 806,686 - 708,803
- - 3,415,992 5,151,240
22,200 334N 22,200 -
63,788 87.801 24,768 44,366
35,711 73,140 12,370 -
170,945 1,095,935 3,475,646 5,998,146




Notes 1o the financial statements.
(continued)

Cash and cash equivalents

Cash at bank and 1n hand
Cash and cash equivalents

Creditors: amounts falling due within one year

Trade creditors

Amounts owed 10 group undertakings
Taxation and social secunty

Other creditors

Crher creditors - investment reserve
Amounts atiributable to RGF
Accruals and deferred income

Bank loans

Amounts owed to ERDF

The amounts owed to group undertakimys are unsecured, repayable on demand
The investment reserve represents amounts that the group ntends to invest in enterprises 1n the future, or may be required to repay 1o the agencies that ongnally prowided the

funding

Creditors: amounts falling due after more than one year

Bank loans repayable within five years
Amounts owed 1o ERDF

Merseyside Special Investment Fund Limited

Annual report and ¢

1id

d financial stat 1

Registered No. 62981631

31 March 2020

Group Company
2020 2019 2020 2019
As restated
{See Note 2)
£ £ £ 3
18,488,621 18,089,293 13,611,473 13,265,841
18,438,621 18,089,293 13,611,473 13.265.841
Growp Company
2020 2019 2020 2019
As restated
(See Note 2)
£ £ £ ks
43,493 126,190 12034 39,527
- - 358,450 86,247
59,001 147,747 2,456 62 866
279,159 296,750 271,884 99,462
24,980,473 24,678,458 18,329,835 20,406,875
833,545 862,899 - -
350,524 163,858 142,340 56,798
1,951 25,520 - -
750,000 - 750,000 -
27,298,151 26,301,422 19,866,999 20,751,775

Growp Company
2026 2019 2020 2019
As restated
(S¢e Note 2)
i £ £ S
692,600 75,879 - -
1,525,648 2,275,648 1,525,648 2,275,648
1,694,648 2.351,527 1,525,648 2,275,648
=L

At 31 March 2020 the bank Joans represents borrowings under drawdown loan facilities of £169,000 entered inte on 10 Apnl 2018 for a period of 4 years. Interest 1s charged

at the Bank of England rate plus 4%

Interest-bearing loans and borrowings

This note provides snformanon about the contractual terms of the group's and parent company's interest-bearing loans and borrowangs, which are measured at amortised cost

Bank loans
Crednors falling due within one year
Creditors falling due after more than ong year

Terms and debt repayment schedule

Group

Unity year 3
Unity year 4

Currency

GBP
GBP
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Nominal Tnterest
Rate

4004
4 %

Year of matunty

2019
2023

2020 2019

£ £

1,951 25,520
169,000 75.879
2020 2019

£ £

1,95 25,520
165,000 75,879
170,951 101,399
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial stalements

Notes to the financial statements
(continued)

Provisigns for liabilities

Registered No. 02981031
31 March 2020

Deferred tax assets have not been carmed forward, as recovery in future years 15 not considered 1o be probable The amount of deferred tax provided and not recogmsed

COMNPrISES.
Group Deferred tax provided Deferred tax not recognised
2020 2019 2020 2019
£ £ £
At start of year - {4,084,680) (4,138.709)
Excess of depreciaion over tax allowance - 1,170 1,101
Other tming differences - (8,504} (552)
Profit and loss account mevement in year - - {418,544} 53,480
At end of year - - {4,518,958) (4,084,680}
Company Deferred Tax Provided Deferved tax not recogmised
2019 2020 20019
£ 4 £
At start of year - 347,554 447,643
Excess of depreciation over tax allowance - {1,568) (103)
Losses utilised - 11,223 (140,957)
Prior year adjustment - - 40971
At end of year - - JST& 347,554
Financial instruments
The carrying amount of the financial assets include
Group Company
2020 2019 2020 2019
As restated As restated
(See Note 2) (See Note 2)
£ £ i £
Assets measured at farr value through profit or loss 15,537,764 13,951,342 - -
Assets measured at cost less impairment 23,370,516 25,141,134 27,629,649 30,016,584
Liabilities measured at amortised cost (28,992,799) (28,652,949) (19,866,999) (20,751,775)
Provisions measured ar amortised cost - - - -
9,915,481 10,435,527 7,762,650 9,264,809

Called up share capital

The company does not have share capital and 1s hmited by guarantee  The labulity of the members 15 limited to a mmimum of £1 and a maximum of £100 each At 31 March

2020 the company had 3 members {2019 3)

Operating lease commitments

A1 31 March 2020 the Group had total commitments under non-cancellable operanng leases as set out below,

Land and Office
buildings equipment Group Group
2020 2020 2020 2019
£ i £ £
Payments due
Within one year 37,535 1,947 39,482 45,659
Between two and five years - - - 39,482
37,535 1,947 39,482 85,141
At 31 March 2020 the company had 1otal commutments under non-cencellable operating leases as set out below
Office
quipment Company Company
2020 2020 2019
i £ i
Payments due.
Within one year 1,947 1,947 2,225
Between two and five years - - 1,547
1,947 1,947 4,172

Contingent liabilities

Ome of the group entities (Merseyside Special Investment Venure Fund Two Limited) has provided a guaraniee to Mersey Pension Fund (MPF} in respect of its capital
account with Merseyside Special Investment Venture Fund No 3 Limited Partnership Merseyside Special Investment Venture Fund Two Limited guarantees to pay an amount

equal to 50% of the shortfall between the total amounts received by MPF and ther imtial loan of £2,000.000

At 31 March 2020, £1,905,362 (2019 £1,505,362) had been repaid to MPF, leaving the partnershop capital account at £94.638 (2019 £94,638) This means that the

maximum potential liability to the group 1s £47,319 (2019, £47,319)
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Merseyside Special lnvestment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031
31 March 2020
Notes 1o the financial staremenis
{continued)

Reconcilintion of operating loss to net cash (outfiow)/inflow from operating activities

2020 2019

£ £

As restated

{See Note 2)

Loss (178,753) (427.,040)
Depreciation 19,681 1972
Investments wntten off 1,269,288 1,419,609

Movement in fair value of financial assets (2,145,000} {373,724}
Movement wt provision for investment losses 281,939 166,63 !

Movement in fair value of portfolio mvestments 227,863 (362,888)
I p 54,147 51,023

Interes1 receivable and sumnilar income {155,807) (165,.270)
Interest payable and similar expenses 7,110 1961
Taxation (11,307) -
(627,839) 318274

Decrease/{increase) in debtors 924,990 {722,502}

Increasef{decrease ) in creditors {77.996) (LL1,544)

Net cash inflow from operating activities 219,155 5516,172!

Capital commitments
The group had capital commitments of £597,000 (2019 £390,000)

Related party transactions

The emalurrents of certain directors were pard to third parties (see note 4) An amount of £8,660 {2019 £7,992} was pard to Lrverpool Chamber of Coemmerce and £8,606
{2019 £8,000) was paid to the Liverpool LEP in respect of divectors’ services tn the year In addion, membership subscriptions amounting to £432 (2019 £396) and £6 300
(2019 £6,300) were paid to Liverpool Chamber of Commerce and the Liverpool LEP, respectively At the year end, £1,200 (2019 £Nul) was due to Liverpool Chamber of
Commerce and £Ni} (2019 £Nil) to the Liverpool LEP,

North West Business Growth Fund LP ("NWBGF") was considered to be a related party, as the company was the ultimate parent company of NWBGF's General Partner, the
Limited Partrer and the Founder Limited Partner That investment was written off in the year During the year, amounts totalling £Nil (2019 £708 $03) were advanced to
NWBGF for investment and funding.

The group has taken advantage of the exemption avarlable under Section 33 of FRS 102 to not disclose transactions with other wholly owned companies in the group headed
by Merseyside Special Investment Fund Limted
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