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RBS SME INVESTMENTS LIMITED 06838433

DIRECTCRS’ REPORT

The directors present their report and the audited financial statements for the perod
from 5 March 2009 to 31 December 2009

INCORPORATION

RBS SME Investments Limited (‘the Company’) was incorporated on 5 March 2009
ACTIVITIES AND BUSINESS REVIEW

Activity

The principal activity of the Company is to manage investments

The Company 1s a subsidiary of The Royal Bank of Scotland Group plc, (“the Group™)
which provides the Company with direction and access to all central resources it needs
and determines policies in all key areas such as finance, nsk, human resources or
environment For this reason, the directors beheve that performance indicators specific
to the Company are not necessary or appropriate for an understanding of the
development, performance or position of the business The annual reports of The Royal
Bank of Scotland Group plc review these matters on @ Group basis Copies can be
obtained from Group Secretanat, RBS Gogarburn, Edinburgh, EH12 1HQ, the Registrar
of Companies or through the Group's website at rbs com

Review of the period
Business review

The company’s principle investments compnse debt and equity participations in
collective investment schemes in unquoted businesses and for that purpose It assumes
obligations as a lmited partner in limited partnerships  The Company's invesiment
strategy will be guided by its immediate parent company

Financial performance

The Company's financial performance I1s presented in the Statement of Comprehensive
Income on page 7

The directors, anticipated a loss and are satisfied with the loss for the pernod of £9,680
No dividend was paid during the period and no dividend In respect of 2009 1s proposed

The company’s Investments of £2,744,564 at 31 December 2009 are presented at farr
value determined using financial models incorporating assumptions, judgements and
estimates The closing financiai position showed total assets of £2,748,329

The Company s funded by facilities from The Royal Bank of Scotland pic It seeks 1o
minimise its exposure to external financial nsks other than credit nsk, further imformation
on financial nsk management policies and exposures 1s disclosed in Note 6

The directors, hawing made such enquines as they considered appropriate have
prepared the financial statements on a going concern basis  They considered the
financial statements of The Royal Bank of Scotland Group plc for the year ended 31
December 2009, approved on 24 February 2010, which were ptepared on a gomng
concern basis




RBS SME INVESTMENTS LIMITED 06838433
DIRECTORS’ REPORT (continued)

SHARE CAPITAL

The company was incorporated with a share capital of £1 consisting of one ordinary
share of £1

DIRECTORS AND SECRETARY

The present directors and secretary, who have served throughout the period except
where noted below, are listed on page 1

From 5 March 2009 to date the following changes have taken place

Appointed Resigned
Directors
Alan Sinclair Devine 5 March 2009 13 April 2010
Michael Eilwood 5 March 2009 6 Apnil 2010
Melanie Jane Hannay 13 Apnl 2010
Steven Bruce Matthews 13 Apnl 2010
Kathryn Anne Winup 5 March 2009
Secretary
Gary Robert McNeilly Stewart 5 March 2009

DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the annual report and the financial
statements in accordance with applicable law and regulations

Company law requires the directors to prepare a directors' report and financial
statements for each financial period and the directors have elected to prepare them in
accordance with Intemational Financial Reporting Standards (‘IFRSs’) as adopted by the
European Union Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and far view of the state of
affairs at the end of the period and the profit and loss for the financial period as far as
concern members of the company In prepanng these financial statements, under
International Accounting Standard 1, the directors are required to

« select suitable accounting policies and then apply them consistently,

« present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information,

» provide additional disclosures when comphance with the specific requirements In
IFRSs are insufficient to enable users to understand the impact of particular
transactions, other events and conditions of the entity’'s financial position and
performance, and

« make an assessment of the company’s ability to continue as a going concern




RBS SME INVESTMENTS LIMITED 06838433
DIRECTORS’ REPORT (continued)

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 to enable them to ensure that the
directors’ report and financial statements comply with the requirements of the
Companies Act 2006 They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregulanties

DISCLOSURE OF INFORMATION TO AUDITORS
Each of the directors at the date of approval of this report confirms that

a) so far as he/she 1s aware there 15 no relevant audit information of which the
Company's auditors are unaware, and

b) the director has taken all the steps that he/she ought to have taken to make
themselves aware of any relevant audit information and to establish that the
Company’s auditors are aware of that information

This confirmation 1s given and shall be Interpreted in accordance with the provisions of
section 418 of the Companies Act 2006

DIRECTORS’ INDEMNITIES

In terms of section 236 of the Companies Act 2006, Steven Bruce Mathews and Kathryn
Anne Winup have been granted Qualifying Third Party Indemnity Provisions by The
Rovyal Bank of Scotland Group plc

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The Company follows the policy and practice on payment of creditors determined by The
Royal Bank of Scotland Group plc (*"RBSG”), as outhined below

RBSG I1s committed to maintaining a sound commercial relationship with its suppliers
Consequently, 1t 1Is RBSG’s policy to negotiate and agree terms and conditions with its
suppliers, which includes the giving of an undertaking to pay suppliers within 30 days of
receipt of a correctly prepared invoice submitted in accordance with the terms of the
contract or such other payment period as may be agreed

AUDITORS

Deloitte LLP have expressed their willingness to continue in office as auditors

Approved by the Board of Directors
and signed on behalf of the Board

Kathryn Anne Winup
Director
Date L0June 2010




RBS SME INVESTMENTS LIMITED 06838433
DIRECTORS’ REPORT (continued)
SHARE CAPITAL

The company was incorporated with a share capital of £1 consisting of one ordinary
share of £1

DIRECTORS AND SECRETARY

The present directors and secretary, who have served throughout the period except
where noted below, are listed on page 1

From 5 March 2009 to date the following changes have taken place

Appointed Resigned
Directors
Alan Sinclarr Devine 5 March 2009 13 Apnl 2010
Michael Ellwood 5 March 2009 6 April 2010
Melanie Jane Hannay 13 Apnl 2010
Steven Bruce Matthews 13 Aprl 2010
Kathryn Anne Winup 5 March 2009
Secretary
Gary Robert McNeilly Stewart 5 March 2009

DIRECTORS' RESPONSIBILITIES

The dwectors are responsible for preparing the annual report and the financial
statements 1n accordance with applicable law and regulations

Company law requres the directors to prepare a directors' report and financial
statements for each financial period and the directors have elected to prepare them in
accordance with International Financial Reporting Standards ('IFRSs’) as adopted by the
European Union 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 at the end of the period and the profit and loss for the financial perod as far as
concern members of the company In preparing these financial statements, under
International Accounting Standard 1, the directors are required to

¢ select suitable accounting policies and then apply them consistently,

* present information, including accounting policies, In a manner that provides relevant,
rehable, comparable and understandable information,

o provide additional disclosures when compliance with the specific requirements In
IFRSs are insufficient to enable users to understand the impact of particular
transactions, other events and conditions of the entity's financial position and
performance, and

¢ make an assessment of the company’s ability to continue as a going concern




RBS SME INVESTMENTS LIMITED 06838433

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF RBS SME
INVESTMENTS LIMITED

We have audited the financial statements of RBS SME Investments Limited (‘'the
Company’) for the pernod from 5 March 2009 to 31 December 2009 which comprise the
Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in
Equity, the Cash Flow Statement and the related Notes 1 to 10 The financial reporting
framework that has been applied in their preparation I1s applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Unton

This report 1s made solely to the company's members, as a body, in accordance with
Chapter 3 of Parl 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 ihem n an auditors report and for no other purpose To the {ullest 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
opintons we have formed

Respective responsibilities of directors and auditors

As explained more fully in 'the Directors Responsibibties Statement, the directors are
responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view Qur responsibility 1s to audit the financial statements In
accordance with applicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board's (APB’s)
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free
from matenal misstatement, whether caused by fraud or error This Includes an
assessment of whether the accounting policies are appropriate to the company’s
circumstances and have been consisiently applled and adequately disclosed, the
reasonabieness of sigmificant accounting estimates made by the directors, and the
overall presentation of the financial statements

Opinion on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company’s affars as at 31 December
2009 and of its loss for the penod from 5 March 2009 to 31 December 2009,

. have been properly prepared in accordance with IFRSs as adopted by the
European Union, and

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




RBS SME INVESTMENTS LIMITED 06838433

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF RBS SME
INVESTMENTS LIMITED (continued)

Separate opinion in relation to IFRSs as 1ssued by the IASB

As explaned i Note 1 to the financial statements, the company in addition to applying
IFRSs as adopted by the European Union, has also appled IFRSs as 1ssued by the
International Accounting Standards Board (IASB)

In our opinion the financial statements comply with IFRSs as 1ssued by the IASB

Opinion on other matter prescribed by the Companies Act 2006

in our opinion the information given in the Directors’ Report for the financial penod for
which the financial statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

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

. adequate accounting records have not been kept, or returns adequate for our
audit have not been received from branches not visited by us, ot

. the 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 reguire for our
audit

Voo d Uank

Dawd Claxton, ACA (Senior Statutory Auditor)

for and on behalf of Deloitte LLLP

Chartered Accountants and Statutory Audrtors, Edinburgh, Scotland
2edune 2010




RBS SME INVESTMENTS LIMITED 06838433

STATEMENT OF COMPREHENSIVE INCOME for the period from 5 March 2009 to
31 December 2009

For the period from
5 March 2009 to
Notes 31 December 2009

£
Interest payable (8,444)
Operating expenses 2 (5,000)
Operating loss before tax (13,444)
Tax charge 3 3,764
Loss and comprehensive income for the period (9,680)

The loss for the perniod is attributable to the equity shareholders of the Company and is
from continuing operations



RBS SME INVESTMENTS LIMITED 06838433

BALANCE SHEET as at 31 December 2009

Notes 2009
£

Assets
Amounts due from other Group entity 59 1
Equity shares 45 2,744 564
Current tax asset 35 3,764
Total assets 2,748,329
Liabilities
Bank overdraft 59 2,752,945
Amounts due to other Group entity 539 63
Accruals 5 5,000
Total liabilities 2,758,008
Shareholder’'s equity
Called up share capital 7 1
Retained deficit (9,680)
Total equity (9,679)
Total liabilities and equity 2,748,329

The financial statements of RBS SME Investments Limited, were approved by the Board of
directors and authorised for issue on pJune 2010 and signed on its behalf by

Kathryn Anne Winu
Director




RBS SME INVESTMENTS LIMITED

STATEMENT OF CHANGES IN EQUITY for the period from 5 March 2009 to

31 December 2009

06838433

Total
attributable to
equity holders

Share Retained of the

Notes capital deficit Company

£ £ £

Issue of share capital 7 1 - 1
Loss for the period L - (9,680) (9,680)
Balance at 31 December 2009 1 (9,680) (9,679)




RBS SME INVESTMENTS LIMITED

06838433

CASH FLOW STATEMENT for the period from 5 March 2009 to 31 December 2009

Operating loss before taxation

Increase in amounts due from other Group entity
Increase in amounts due to other Group entity
Increase in accruals

Net cash from operating activities before and after tax
Investing activities

Purchase of equity shares

Net cash used by investing activities
Financing activities

Issue of ardinary share

Net cash from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents as at 5 March 2009

Cash and cash equivalents as at 31 December 2009

10

For the period from

5 March 2009 to
31 December 2009

£
(13,444)

(M

63

5,000
(8,382)_

(2,744,564)
(2,744,564)

(2,752,945)

~ (2,752,945)




RBS SME INVESTMENTS LIMITED 06838433

NOTES TO THE FINANCIAL STATEMENTS
1 Accounting policies
a) Accounting convention

The financial statements, which should be read in conjunchion with the directors’ report are
prepared on a going concern basis and in accordance with International Financial Reporting
Standards ('IFRSs') issued by the International Accounting Standards Board and
interpretations 1ssued by the International Financial Reporting Interpretations Committee of
the IASB (fogether IFRS) as adopted by the European Union {EU)

The financial statements are prepared on the histonical cost basis Historic cost 1s generally
based on the fair value of the consideration given in exchange for the assets The principal
policies adopted are sel out below

b) Going concern

The directors have, at the time of approving the financial stalements, a reasonable
expectation that the company has adequate resources to continue in operational exisience
for the foreseeable future Thus, they adopt the going concern basis of accounting in
prepanng financial statements as disclosed in the directors’ report

c) Adoption of new and revised standards

The Company has adopted the revisions to IAS 1 “Presentation of financial statements”
which introduced a snnglele performance statement “Statement of Comprehensive Income”
and extended the “Statement of Changes in Equity”

d) Taxation

Provision 1s made for taxation at current enacted rates on taxable profits, ansing 1n iIncome
or In equity, taking nto account relief for overseas taxation where appropnate Deferred
taxation 1s accounted for in full for all temporary differences between the carrying amount of
an asset or hability for accounting purposes and its carrying amount for tax purposes

Deferred tax assets are only recognised to the extent that it is probable that they will be
1ecovered

e} Financial assets

Financial assets are classified as loans and receivables or avalable-for-sale The
classification depends on the nature and purpose of the financial assets and 1s determined
at the time of inihial recognition

Loans and receivable

These are non-dernvative financial assets with fixed or determinable repayments that are
inihially recognised at farr value plus directly related costs They are subsequently measured
at amortised cost using the effective interest method less any impairment losses

The effective interest rate method 1s a method of calcuiating the amorlised cost of a financial
asset or financial habiity (or group of financial assets or habilities} and of allocating the
interest income or interest expense over the expected life of the asset or liabiity The
effective interest rate 1s the rate that exactly discounts estimated future cash flows to the
nstrument's mitial carrymg amount Calculation of the effective interest rate takes into
account fees receivable, that are an integral part of the instrument's yield, premiums or
discounts on acqusition or issue, early redemption fees and transaction costs All
contractual terms of a financial instrument are considered when estimating future cash flows

11




RBS SME INVESTMENTS LIMITED 06838433

NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies (continued)
e) Financial assets (continued)

Available-for-sale

Financial assets that are not classified as held-to-maturity, held-for-trading, designated at
fair value through profit or loss, or loans and receivables are classified as available-for-sale
Financial assets can be designated as available-for-sale on nitial recognition Available-for-
sale financial assets are initially recognised at fair value plus directly related transaction
costs They are subsequently measured at farr value Equily investments are inmially
recognised at cost and are subsequently revalued in accordance with the International
Private Equity and Venture Capital (' IPEVC”) valuation guidelines Impairment losses are
recognised In profit or loss together with interest calculated using the effective interest
method Other changes in the farr value of available-for-sale financial assets are reported in
a separate component of shareholder's equity until disposal, when the cumuiative gain or
loss 1s recognised in profit or loss

f) Impairment of financial assets

The company assesses at each balance sheet date whether there 1s any objective evidence
that a financial asset or group of financial assets are iImparred Financial assets are impaired
and an impairment loss incurred If there 1s objective evidence that an event or events since
initial recognition of the asset have adversely affected the amount or timing of future cash
flows from the asset

Impairment losses are recognised through the Statement of Comprehensive Income Any
reversals are credited to the Statement of Comprehensive Income

g) Fair value of financial instruments

Financial instruments classified as avalable-for-sale are recogmsed in the financial
statements at fair value All denvatives are measured at farr value Unrealised gains and
losses on avaiable-for-sale financial assels are recognised directly in equity unless an
impairment loss 1s recognised

Financial instruments measured at fair value include

Equity shares, availlable-for-sale comprises equity shares in the Capital for Enterprise Fund
of sterling unlisted companies or corporations

Fair value ts the amount for which an asset could be exchanged, or a lability seliled,
between knowledgeable, willing parties in an arm's length transaction Far values are
determined from quoted prices in active markets for identical financial assets or financial
iabilities where these are avallable Where the market for a financial instrument 15 nol active,
far value s established using a valuation technique These valuation techniques involve a
degree of estimation, the extent of which depends on the instrument’s complexity and the
avalabilily of market-based data

12




RBS SME INVESTMENTS LIMITED 06838433
NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies {continued)

h) Financial habilhities

All financial liabiltties are measured at amortised cost using the effective nterest rate
method

i) Derecognition of financial assets and liabilities

A financial asset 1s derecognised when it has been transferred and the transfer qualtfies for
derecognition A transfer requires that the company either (a) transfers the contractual
rights o receive the asset's cash flows, or (b} retains the right to the assel's cash flows but
assumes a contractual obligation to pay those cash flows to a third party After a transfer,
the company assesses the extent to which it has retaned the nsks and rewards of
ownership of the lransferred asset If substantally all the nsks and rewards have been
retained, the asset remains on the balance sheet If substantially all of the nsks and rewards
have been transferred, the asset 1s derecognised |f substantially all the nsks and rewards
have been neither retained nor transferred, the company assesses whether or not it has
retained control of the asset If it has not retained control, the asset 1s derecognised Where
the company has retained control of the asset, it continues to recognise the asset to the
extent of its continuing involvement

A financial liability 1s removed from the balance sheet when the obligation ts discharged, or
cancelled, or expires

1) Critical accounting estimates and judgements

The reported results of the Company are sensitive to the accounting policies, assumptions
and estimates that underlie the preparation of its financial statements UK Company law and
IFRS requiwe the directors, in preparing the Company’s financial statements, to select
suitable accounting policies, apply them consistently and make judgements and estimates
that are reasonable and prudent There are no crnitical accounting estmates

In the absence of an applicable accounting standard, 1AS 8 ‘Accounting Policies, Changes
In Accounting Estimates and Errors’ requires management to develop and apply an
accounting pohcy that results in relevant and reliable informaton 1n the light of the
requirements and guidance in IFRS dealing with similar and related issues and the IASB's
Framework for the Preparation and Presentation of Financial Statements

The company’'s policy i1s to report investments at fairr value detlermined using financial
models incorporating assumptions, judgements and estimates, at 31 December 2009, there
was no matenal change in value from the cost of the investments There are no other
particular judgements and assumptions involved in the Company's accounting policies that
are considered by the Board to be significant to the portrayal of its financial condition

13




RBS SME INVESTMENTS LIMITED 06838433
NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies (continued)

k) Accounting developments

International Financial Reporting Standards

The |ASB reissued IAS 24, 'Related Party Disclosures’, in November 2009 clanfying the
existing standard and to provide certain exemptions for entities under government control The
revised standard 1s effective for accounting periods beginning on or after 1 January 2011 and
1Is expected generally to reduce the volume of disclosure between the Company and other
parties related to the UK Government

The IASB 1ssued IFRS 9 ‘Financial Instruments’ in November 2009 Simplifying the
classification and measurement requrements In IAS 39 ‘Financial Instruments Recogmition
and Measurement’ In respect of financial assets The standard reduces the measurement
categones for financial assets to two fawr value and amorlised cost A financial asset Is
classified on the basis of the entity’s business model for managing the financial asset and the
contractual cash flow charactenstics of the financial asset Only assets with contractual terms
that give rise to cash flows on specified dates that are soiely payments of principal and
interest on the principal amount outstanding and which are held within a busingss model
whose objective 1s to hold assets in order to collect contractual cash flows are classified as
amortised cost All other instruments are measured at fair value Changes in the value of
instruments measured at farr value are generally taken to profit or loss The standard 1s
effective for annual periods beginning on or after 1 January 2013, early applcation s
permitted

This standard makes major changes to the framework for the classification and measurement
of financial assets and will have a significant effect on the Group’s financial statements The
Group 1s assessing this impact which i1s likely o depend on the outcome of the other phases
of IASB’s 1AS 39 replacement project

At the date of authorisation of these financial statements, there are no other new standards
and interpretations i 1ssue but not yet effective which the directors anticipale will, upcn
adoption In future penods, have a matenat affect on the financial statements of the Company

2. Operating expenses
For the period from
5 March 2009 to
31 December 2009
Operating loss is stated after charging: £

Auditors’ remuneration — audit services . 5,000

3. Taxation
For the period from
5 March 2009 to
31 December 2009
£
Current taxation
UK corporation tax credit for the period _ 3764

There 1s no difference In the expected tax credit computed by applying the average UK
corporation tax rate of 28%

14




RBS SME INVESTMENTS LIMITED 06838433

NOTES TO THE FINANCIAL STATEMENTS

4 Equity shares
2009
Unhsted
£

Avalable-for-sale 2,744 564

As at December 2009, no revaluation movements or imparments have been recognised and all
mvesimeants remain at cost

The company invested In Capital for Enterprise Fund which supports small businesses and
projects by providing finance Under the scheme the UK Government, a related party trading
under the name Department for Business Innovation and Skills, holds the majonty shareholding
with four high street banks each contributing and holding an 8 33% stake The banks involved are
The Royal Bank of Scotland pic {via the Company), Barclays Bank PLC, HSBC Bank plc and
Lloyds Banking Group plc

5 Financial instruments

The tollowing tables analyse the Company's financial assets and liabilities in accordance with the
categones of financial mstriments in 1AS 39 Non-financial assets and labiities are shown
separately
Non
At financial
Available- Loans and amortised assets/
2009 for-sale receivables cost habilities Total
£ £ £ £ £

Assets

Amounts due from other

Group entity - 1 - - 1
Equity shares 2,744,564 - - - 2,744,564
Current tax asset - - - 3,764 3,764
2,744 564 1 - 3,764 2,748,329
Liabiities
Bank overdraft - - 2,752945 - 2,752,945
Amounts due to other
Group entity - - 83 - 63
Accruals ' - - 5,000 - 5,000
- - 2,758,008 - 2,758,008
Equity {(9.679)
Total liabilities and equity 2,748,329

There 1s no material difference between the carrying value and the fair value of the financial
statements

15




RBS SME INVESTMENTS LIMITED 06838433
NOTES TO THE FINANCIAL STATEMENTS
6. Risk management

Capital risk management

The Company considers its capital to consist of equity attributable to the equity holders of the
Company, comprising 1ssued share capital The Company 1s a member of the Royal Bank of
Scotland Group of companies (the ‘Group’) which has regulatory disciplines over the use of 1ts
capital The Company operates controls and policies put in place by the Group to ensure that
the Company can continue as a going concern and to ensure that the Group comples with
these regulatory disciphnes

Risk management

The Company uses a comprehensive framework for managing risks established by the Royal
Bank of Scotland Group of companies The rnisks asscciated with the Company are as
follows

Interest rate risk

Structural interest rate nsk anses where assets and habilities bhave different repricing
maturities

The financial habihties of the Company consist of amounts due to Group entiies The amounts
due to Group entities do not have any significant interest rate rnisk as they are due primarily on
demand The third party trade payables do nol have any significant interest rate nsk as the
Company follows the policy and practice on payment of creditors determined by the Royal
Bank of Scotland Group plc as detailed in the directors’ report

Credit risk

Credit nsk I1s the nsk that companies, financial institutions, Individuats and other counterparties
will be unable to meet their obligations tc the Company

All balances were with other Group entities and therefore the risk 1s considered mimimal
Liquidity risk

Liguidity nsk anses where assets and liabilities have different contractual maturities The
Company manages hquichty nsk through applying the established framework in place within
the Group

Liguidity management within the Group focuses on both overall balance sheet structure and
the control, within prudent imits, of nisk ansing from the mismatch of matunties across the
balance sheet and from undrawn commitments and other contingent obhgations |t s
undertaken within imits and other policy parameters set by Group Asset and Liabilty
Management Commitiee (GALCQO)

The Company has no significant iguidity nsk as i1 has access to financing facilities and
support provided by fellow Group companies

16




RBS SME INVESTMENTS LIMITED 06838433
NOTES TO THE FINANCIAL STATEMENTS
6. Risk management (continued)

Market risk

Market nsk is defined as the nsk of loss as a result of adverse changes n nsk factors
including Interest rates, foreign currency and equity prices together with related parameters
such as market volatiities

The principal market nsks to which the Company I1s exposed Is interest rates and the fall in
value of equity shares

The Company operates solely within the UK and its functional currency 1s Sterling Therefore
the Company has no currency rnisk

Operational risk

Operational nsk 1s the risk of unexpected losses attnbutable to human error, systems fallures,
fraud or inadequate internal financial controls and procedures The Company manages this
nsk, in line with the Group framework, through systems and procedures to monitor
transactions and positions, the documentation of transactions and periodic review by internal
audit The Company also maintains contingency facilities to supporl operations in the event of
disasters

7. Called up share capital |

2009
£
Authorised: .
1 ordinary shaie of £1 each 1
Issued and fully paid:
1 ordinary share of £1 each. . 1

oy

The company issued 1 ardinary share of £1 on 5 March 2009
The company has one class of ordinary share which carry no nght to fixed income

8 Commitments

The company 1s committed to investing a further £3,505,499 to Caputal for Enterpnise Limited
These amounts can be drawn at anytime when avallable investment opportunities have been
identified by the fund managers of Capital for Enterprise Limited

Commitments, which have been entered into with Capital for Enterprise Limited, are not
included in assets

9. Related party transactions

The Company 1s a subsidiary of The Royal Bank of Scotland Group plc whose policy 1s for
companies to bear the costs of therr full time staff The time and costs of executives and other
staff who are pnimanly employed by the Group are not specifically recharged However, the
Group recharges subsidianes for management fees which include an allocation of certain staff
and administrative support costs

17




RBS SME INVESTMENTS LIMITED 06838433
NOTES TO THE FINANCIAL STATEMENTS

9. Related party transactions (continued)

Key management personnel

in the Company and the Group, key management comprise drectors of the Company and
members of the Group Executive Management Committee The emoluments of the directors
of the Company are met by the Group

Other related companies

On 1 December 2008, the UK Government through HM Treasury became the ultimale
controling party of The Royal Bank of Scotland Group pic The UK Government's
shareholding 1s managed by UK Financial Investments Limited, a company wholly owned by
the UK Government As a result, the UK Government and UK Government controlied bodies
became related parties of the Company

The Company’s ullimate holding company 1s The Royal Bank of Scotland Group plc and iis
immediate parent company 1s The Royal Bank of Scotland plc Both companies are
incorporated in Great Britain and registered in Scotland

As at 31 December 2009, The Royal Bank of Scotland Group plc heads the largest group n
which the Company 1s consolidated and The Royal Bank of Scotland plc heads the smallest
group in which the Company 1s consolidated Copies of the consolidated accounts of both
companies may be obtained from The Secretary, The Royal Bank of Scotland Group plc,
Gogarburn, PO Box 1000, Edinburgh EH12 1HQ

Transactions with other Group companies in the period 5 March 2009 to 31 December 2009
comprised

Transactions between the Company, the UK Government and UK Government conlrolled
bodies, consisted solely of corporation tax and Equity shares, which are disclosed in Notes 3
and 4 respectively

2009
£
Amounts due from
Parent The Royal Bank of Scotland plc 1
Other Department for Business tnnovation and Skills 2,744,564
__2.744,565
Amounts due to
Parent The Royal Bank of Scotland plc 2,752,945
Parent The Royal Bank of Scotland plc B 63
__ 2,753,008

10. Post balance sheet events

On 12 January 2010, the Company received a bank ioan of £2,700,000 from The Royal Bank
of Scotland Group plc to assist with the funding of the Company
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