Company Registered No: 06838433

RBS SME INVESTMENTS LIMITE:D
ANNUAL REPORT AND FINANCIAL STATEMENTS

For the year ended 31 December 2021

: COMPANIES HOUSE

3 0 SEP 2072

EDINBURGH MAILBOX

e T

FRIDAY

I T

30/09/2022 #160

COMPANIES HOUSE i

:

J



- . RBS SME INVESTMENTS LIMITED . 06838433

CONTENTS | ‘ o S Page -
Officers and profession.al advisers o - | o . S
Directors' repéi’t ' ) - N o : R o '_ A 2
:Indéperident aﬁditor"s report - | A o S ' , 4_ ' 5
Profit and loss accd_uﬁt o - B  : - o | ‘ 8
Statement of_com;;rghensive income i o ‘ 9
Balance sheet o | . L 10
Statement §f chaqgés in equity " . ' . S o ‘ ' : 1
Notes to the ﬁnancéial statements o : | S 12

S



RBS SME INVESTMENTS LIMITED -

OFFICERS AND PROFESSIONAL ADVISERS

~DIRECTORS: |

' COMPANY SECRETARY: .

' REGISTERED OFFICE: -

INDEPENDENT AUDITOR:

{

Regisfer’ed in England and Wales:

DG Harris
S C Johnstone
C Tait.

NatWest Group Secretarial Services Limited

250 Bishopsgafe .

-London

EC2M 4AA -
England

- Ernst& Young LLP

25 Churchill Place
Canary Wharf
London )

E14 5EY -

© 06838433



RBS SME INVESTMENTS LIMITED o . 06838433
' DIRECTORS’ REPORT
ACTIVITIES AND BUSINESS REVIEW

The Dlrectors report has been prepared in accordance with the prowsrons appllcable to companies
entitled to the small companies exemption and therefore does not include a Strategic report.

CHANGE OF REGISTERED OFFICE

"On"18 October 2021, the registered office of the Company changed from 1 Princes Street, London,
EC2R BPB England to 250 Bishopsgate, London EC2M 4AA England. 4

Actrvuty

The prmcnpal activity of RBS SME Investments Limited (“the Company“) is to hold the NatWest Group s
. mvestment in Busmess Growth Fund ("BGF plc"), and other similar businesses. : '

Business Growth Fund is an independent company established‘by the UK’s Iargest‘banks, includihgh
‘NatWest Group, to help fast growing businesses by providing long-term growth capital.

The Company is a subsidiary of NatWest Group plc which provides the Company with direction and
access to all .central resources it needs and determines policies in all key areas such as finance, risk,
human resources -or environment. For this reason, the directors believe 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 NatWest Group plc review these matters
on a group basis. Copies may be requested from Legal, Governance and Regulatory Affairs, NatWest
-Group plc, Gogarburn, Edinburgh, PO Box 1000 EH12 1HQ, the Reglstrar of Companies’ or at
WWw. natwestqroup com. .

NatWest Group comprisés NatWest Group pIc its subsidiary and associated undertaklngs
Review of the year ’

Business review ' '

The Company’s principal mvestments comprise debt and eqmty parhcnpatlons in collective .investment
schemes in unquoted businesses and for that purpose it assumes' obligations as a limited partner in -
limited partnerships. The Company’s investment strategy will be gurded by the board of the Company
and the NatWest Group. Post balance sheet events are descnbed in note 14 to the f nancial statements.

The Company has mvestments in three separate funds: Scottish Loan Fund (“SLF"), Busmess Growth,
Fund ("BGF") and Business Growth Fund Ireland (“BGFI") during the year. '

The Company holds a srgnmcant investment in BGF equal to 24.62%, while the part|C|pat|on heldin SLF
and BGFlis 9.99% and 3.45% respectively: .

Business Growth Fund
During the year ended 31 December 2021, the Company lnvested £39 125k (2020: £39 625k) in the :
BGF, W|th nothlng further investment up to the date of signing. :

BGF provides long-term growth cap|ta| to help fast growmg businesses. The Company continues to "
exercise significant influence over BGF plc, as a consequence of representation on BGF s plc Board
and in conjunction with the significant voting rlghts on key decusnons

..Scottlsh Loan Fund :
This fund supports small and medium sized businesses in Scotland by providing debt flnance During
the year the Company has not invested further (2020: £nil) in SLF and received distributions of £507k,
£42k of which is dividend income (2020: £561k, £56k of which is dividend income). oo

As of 31 December 2021, SLFhada portfolio of five active (2020: hine). These businesses cover a Wide
range of sectors including Engineering, Oil & Gas, Telecoms and Manufacturing.



RBS SME INVESTMENTS LIMITED _ - A - 06838433

~ DIRECTORS’ REPORT

BGF Ireland

_ During the year ended 31 December 2021, the Company invested £339k (2020: £667k) and received
distributions of £nil (2020: £352k) from BGFI with a further mvestment of £1 14k (2020 £32k) up to the .
date of signing.

Financial performan‘ce
The Company s fnancual performance is presented on pages 8 to 11.. L . . S

The operating prof it before taxation for the year was £18k (2020 £169K). The retalned profit for- the year
~was £72k (2020: £387k)

At the end of the year, the balance sheet showed total assets of £508,893k (2020: £470 273k)
Drvndends
‘The directors do not recommend the payment ofa dividendl(2020: £nil).

. Principal risks and uncertainties
The Company seeks to minimise its exposure to f nancial risks.

Management focuses on both the overall baiance sheet structure and the control, within prudent I|m|ts
of risk arising from mismatches, including currency, maturity, interest rate and I|qU|d|ty It is undertaken
-within limits -and other policy parameters -set by NatWest Group Asset and Liability Management
Committee, (NatWest Group ALCO) and agreed with the Directors of the company.

The Company is funded by facmtles from NatWest Group plc. These are denomlnated in sterllng which -
'|s the functional currency and carry no sngnlfcant financial risk:. :

The Companys assets malnly comprise interest in. assomate equity shares and cash at bank which
- would expose it to interest rate, credit and market risk except that the counterparties are NatWest Group
companies and credit risk is not consrdered sugnlf icant.

The principal rlsks associated with the Company are as foIIows:A

Interest rate risk
Structural interest rate risk arises where assets and |labl|ItIeS have different repricing maturltles

The Company manages interest rate risk by monltonng the con5|stency in the mterest rate proftle of its
assets and I|ab|I|t|es and Ilmltlng any reprlcmg mismatches. ,

"The financial liabilities of the Company consnst of amounts due to group companles WhICh do not have -
- any significant interest rate risk as they have dlfferent repricing maturities and being carried at frxed rate
“of interest. :

Market risk : ‘

Market risk is defined as the risk of loss as a result of adverse changes in risk factors mcludmg interest
rates, foreign currency and equity prices together with related parameters such as market volatilities.
Market risk is managed by the directors of the company: through the diversification of investments and ..
* monitoring of fair value changes '

The prmcnpal market nsks to which the Company is exposed is in relation to quctuatlon in the value of
* underlying investments of BGF, SLF and BGFI; dlfﬁculty in valuatlon of lnvestments and rlsk that the
investments may be difficult to exit.

Liquidity risk : .
The Company has no significant Ilqmdlty risk as it has access to financing facmtles and support provided
by RBS AA Holdings (UK) Limited.

Basis of preparatlon
These f nancial statements are prepared ona gomg concern basis, see note 1 on page 12.

A3‘>



RBS SME INVESTMENTS LIMITED o - . 06838433
DIRECTORS’ REPORT -

~ SHARE CAPITAL

During the year, the Company increased its share capital from 15 ordinary shares of £1each to 17

ordinary shares of £1 each. Shares are issued at premium, Refer note 10 for details.

DIRECTORS AND SECRETARY '

The present directors and secretary, who have served throughout the year except where noted below

are listed on page 1. .

From 1 January 2021 to‘date the following changes have taken place:

Directors -~ - _ 'Appointed ' " Resigned

S M Thomson : . - - 14 March 2022 .

c Tait S 12 May 2022 -

DIRECTORS' RESPONSIBILITIES STATEMENT '
.The directors are responsible for preparing the annual report and the financial statements in
accordance with applicable law and regulations. '

Company law requires the directors to prepare Directors’ Report and financial statements for each
~financial year. Under that law, the directors have elected to prepare the financial statements in
accordance with Financial Reporting Standard (FRS) 101 Reduced Disclosure Framework, and 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 year and the profit or loss of the Company for that.year. -

“In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent

state whether FRS 101 has been followed; and -

make an assessment of the Company s ability to continue as a going concern

- The dlrectors are responsible for keeping adequate accounting records that are suff' C|ent 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 irregularities.

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

e sO far as they are aware, there |s no reIevant audlt information of which the Company’s audltor |s
unaware; and :

e directors have taken all the steps that they ought to have taken to make themselves aware of any

" relevant audit . Informatlon and to establish that the Company’'s auditor is aware of that
lnformatlon

‘This conflrmatlon is given and shall be interpreted in accordance with the provisions of sectlon 418 of
the Companies Act 2006.

INDEPENDENT AUDITOR
Ernst & Young LLP has expressed lts wrllmgness to continue in office as audltor ‘L

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

COLIN TAIT-

COLIN TAIT (Sep 28, 2022.17:20 GMT+1)
CCTait”

Director

Date: 28 September 2022
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INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF DIRECTORS OF RBS SME INVESTMENTS -
' LIMITED

.Opinion

We have audited the financial statements of RBS SME Investments Limited (“the Company”) for the
year ended 31 December 2021 which comprise the Profit and Loss Account, the Statement of
Comprehensive Income, the Balance Sheet, the Statement of Changes in Equity and the related notes -
-1 to 14, including a summary of significant accounting pohcces The financial reporting framework that
has been applied in their preparation is applicable iaw and United Kingdom Accounting Standards
including FRS 101 “Reduced Drsclosure Framework” (Unlted Klngdom Generally Accepted Accounting
Practice). ‘ : .

In our oprnron the fnancral statements:

- e give a true and fair view of the company’s affairs as at 31 December 2021 and of its profit for the
year then ended,;

e have been properly- prepared in accordance with Unrted Kingdom Generally Accepted Accountrng
Practice; and '

- » - have been prepared in accordance with the requrrements of the Companies Act 2006.

BaS|s for oplnlon

We conducted our audit in accordance with Intemational Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's .
-responsibilities for the audit of the financial statements. section of our report. We are independent of
the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard and we have fulfilled our other ethical
responsrbllmes in accordance with these requrrements .

" We believe that the audit evidence we' have obtalned is suffi crent and approprlate to provrde a basis
for our oprnlon . v .

Conclusrons relatmg to gorng concern

In auditing the financial statements, we have concluded that the drrectors use of the gorng concern
basrs of accountrng in the preparation of the fi nancral statements is approprlate '

Based on the work we have performed, we have not identified any rnaterlal uncertainties relating to

events or conditions that, individually or collectively, may cast significant doubt on the entity’s ability to

~ continue as a going concern for a period of at least twelve months from when the financial statements
are authorised for issue. :

AO'ur responsibilities and the responsibilities' of the directors with respect to going concern are
described in the relevant sections of this report. However, because not all future events or conditions.
can be predicted, this statement is not a guarantee as to the companys ability to contmue as a going
concern.

" Other information

The other lnformatron compnses the information mcluded in the annual report, other than the fi nanmaIA
statements .and’ our auditor’s report thereon. The directors are responsible for the other information
contained within the annual report :

‘ ~ Our opinion on the financial statements does not cover the other information and except to the extent
otherwise explicitly stated in this report we do not express any form of assurance conclusion thereon

Our responsrbllity is to read the other |nformat|on and, -in dorng so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge’ obtained in the
course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements themselves. If, based on the work we have
. performed we conclude that there is a material misstatement of the other information, we are requrred
to report that fact. :

We have nothing to report in this regard.



INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF DIRECTORS OF RBS SME INVESTMENTS

LIMITED
Opmlons on other matters prescrrbed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

- o the information given in the directors’ report for the financial year for which the fmancral
-statements are prepared is consistent with the ﬁnancral statements and

o the directors’ report has been prepared in accordance with appllcable legal requnrements

Matters on whlch we are required to report by exceptlon

In the light of the knowledge and understanding of the Company and its environment’ obtained |n the
course of the audit, we have not rdentlﬁed material misstatements in the directors report. .

~ We have nothing to report in respect of the following matters in relation to whlch the Compames Act
12006 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; or

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 require for our audit - .

the directors were not entitled to prepare the financial statements in accordance with the small. .

companies’ regime and take advantage of the small companies’ exemptlons in preparlng the

directors’ report and from the requirement to prepare a strateglc report.

Responsibilities of dlrectors

As explained more fully in the directors’ responsrbllmes statement set out on page 4, the directors are

responsible for the preparation of the financial statements and for being satisfied that they give a true

and fair view, and for such internal control as the directors determine is necessary to enable the -
‘preparation of financial statements that are free from material misstatement, whether due to fraud or

error. -

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

' Audltor s responsibilities for the audit of the financial statements

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

Explanat:on as to what exlent the audit was considered capable of detecting rrregularmes,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. The
.- risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
" intentional misrepresentations, or through collusion. The extent to which our procedures are capable
~ of detecting irrégularities, including fraud is detailed below. However, the primary responsibility for the
prevention and detection of fraud rests with both those charged with governance of the entity and-
management. Our approach was as follows: :

«  We obtained an understanding of the legal and regulatory frameworks that are applicable to the
Cornpany and determined that the most significant are as laid down by Financial Reporting
standard FRS 101-Reduced Disclosure Framework, Companies Act 2006 and UK tax legislation-
(governed by HM Revenue and Customs).. -

.-
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INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF DIRECTORS OF RBS SME INVESTMENTS
LIMITED

*  We understood how the Company is complying with those framewaorks by making inqoirieé of .
management and those charged with governance. We also reviewed minutes of the board of the
directors and galned an understandlng of the Company'’s governance framework.

-« We assessed the. susceptlblllty of the Companys financial statements to material mlsstatement

including how .fraud might occur through the results of our inquires with management from our .
knowledge of the business and the control environment in which the Company operates. We also
considered the controls that the Company has established to address fraud risks identified, or that -
otherwise seek to prevent, deter or detect fraud. With regards to the ability of management to
override controls, we challenged management on whether there was any indication that the
investment in associates or investments may be impaired. We also tested the appropriateness of.
manual- journal entries and evaluated the business rationale for significant and/or unusual
transactions. We verifi ed that the selected’ journals "were supported by . appropnate
documentation and adequ.ately authorised. ' : .

+ Based on this understanding we designed our audit procedures to identify non-compliance with
such laws and regulations. Our procedures involved review of minutes of the meetings held by
the Board of directors, inquiries of key management and those charged with governance, and the.
performance of journal entry testing to address the risk of management override of controls. We.
also reviewed the. fi nancual statements to ensure compllance with the reporting requirements of
the company. .

A further des'cnptton of our responS|b|I|t|es for the audit of the financial statements is located on the
Financial Reporting Council's website' at www.frc.org. uk/audttorsresponsrbllmes This description

~ forms part of our auditor’s report.

Use of our report

This report is made solely to the Company s members asa 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 aother than the company and the Company s members as a body, for our audit work, for this
report, or for the opinions we have formed.

- DocuSIgne(I by: . .
[E%?VLﬁ % (fowng ([P
FSAFCD7ADA4044S...
Dayid_-GonneIli (Senior. statutory auditor)'

for and on behalf of Ernst & Young LLP, Statutory Auditor -

London,: ' Septernber 2022

29 september 2022 | 11:32:30 BST
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'RBS SME INVESTMENTS LIMITED i | , 06838433

- PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2021 -

: X , Notes 2021 . 2020
Income from continuing operations : . £'000. . £'000
" Other operating income L 2 42 ’ 204
Total income - o o ‘ - . 42 . , 204 - |
Opera,ti-ng expenses - : . .3 C 0 (24) B “(35)
Profit before tax | o | 18 169
Tax credit . :'. ‘ o 4 54 218
Profit for the financial year ‘ o | 72 387

The éccompanying notes form ah integral part of these financial statements. '



RBS SME INVESTMENTS LIMITED

4 STATEMENT OF COMPREHENSIVE INCOME
_ for the year ended 31 December 2021

Noté .

Profit for the financial year'

Other comprehensive income: subject to reclassmcatlon N

. 06838433

Unrealised (loss)/gain on investment , 6
Total comprehensive (Ioss)lgam for the fmam:lal year .

2021 2020
£000 £000
72 387
(448) 114
(376) 501

, The_accompanymg notes form an integral part of these financial statements.



RBS SME |NVESTMENTS LIMITED>

'BALANCE SHEET
as at 31 December 2021

Non-current assets
. Interest in"associate
Investments

Current assets
Current tax asset
Cash at bank

. Total assets

~ Current liabilities
Accruals '
Total liabilities

"Equity .
Share capital
Sharé premium account -

* Fair-value through other comprehenswe income

Retained earnings
Total equity

Total liabilities and equity

' Notes

S 10

A

06838433

2021 2020
£'000 £000
481,782 442,657
1758 . 2333
483540 444,990
95 215
25,258 25,068
25,353 25.283 -
508,893 470,273
48 52
48 52
513,280 474,280
(100) 348
" (4,335) (4,407)
508,845 470,221
'508,893

470,273

The accompanying notes form an mtegral part of these f nancial statements:

The fi nanC|al statements of the Company were approved by the Board of Dlrectors on 28 September

2022 and: S|gned on its behalf by:
COLINTHT
COLIN TAIT {Sep28, 2022 17:20 GMT+1)

C Tait
Director -

10



RBS SME INVESTMENTS LIMITED, | . .| 06838433

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2021

‘Fair value

Share through other
Share premlum comprehenswe Retained o
capital account income earnings Total

. _ S o -£'000 £'000 - _£'000 £'000. £'000
At 1 January 2020 ' - 434,630 - 234 (4,794) 430,070
Receipt of share premium : o - 39,650 o o C - 39,650
Unrealised gain on investment ‘ e e 114 - 114
-Profit for the year : - - - - 387 387.
At 31 December 2020 R ) . - 474,280 348 . (4,407) 470,221
Receipt of share premium ' - 39,000 - _— 39,000
Unrealised loss on investment : - S. . (448) - (448) . -

~ Profit for the year : ' k - - - 72 72

At 31 December 2021 ‘ "~ - 513,280 : (1oo) ' (4,335) 508,845 -

Total comprehenswe loss for the year of £376k (2020 mcome £501k) was wholly attrlbutable to the :
-equny holder of the Company. - '

The_ accompanylng notes form an integral part of these financial éta’tements.

11



RBS SME INVESTMENTS LIMITED | - 06838433
' NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies

a) Preparation and presentatlon of financial statements '
These financial statements are prepared:

e ona going concern ba3|s wh|ch were assessed over 12 months from the date of thelr approval;
and

¢ -under Financial Reportlng Standard (FRS) 101 Reduced Disclosure Framework in accordance
with international accounting standards in conformlty with the requirements of the Compames :
Act; and

« on the historical cost basis except that the following assets and I|ab|||t|es are stated at their fair
value and fair value through other comprehensive income. -

The directors have a reasonable expe'ctation that the Company has-adequate resources-to continue in
operational existence for the foreseeable future and have prepared the financial statements on a going
. concern -basis. This conclusion is-based on the director's assessment of the Company's financial

position, including the expectation of financial and operational support provided by RBS AA Holdmgs
(UK) Limited. The directors, in relying on this support have considered the |mmed|ate parent company's
ability to provide this support with' no issues noted.’

The Company meets the defnltlon of a qualifying entlty under FRS 100 Appllcatlon of F|nanC|aI
_. Reportlng Requirements issued by.the Financial Reporting Council.

The Company is incorporated in the UK and reglstered in England and Wales and the fnanual
statements are presented: s -
& ‘in accordance with the Companles Act 2006:
e in sterling which is the functional currency of the Company and
e with the benefit of the disclosure exemptions permitted by FRS 101 with regard to:
o cash-flow statement;
o standards not yet effective; and-
o related party transactions. _ : ,
o disclosure requirements of IFRS 7 “Financial Instruments: Disclosure” and IFRS 13
“Fair value Measurement?. ‘ '

Where requured equnvalent disclosures are given in the group accounts of NatWest Group plc these
accounts are available to the publlc and can be obtained as set out in note 13

The changes to IFRS that were effectnve from 1 January 2021 have had no material effect on the
. Company's Financial Statements for the year ended 31 December 2021.

b) Revenue recognltlon

- Interest income or expense relates to financial mstruments measured- at amortised cost and debt

" instruments classified as fair value through other comprehensive income using the effective interest rate
method, the effective part of any related accounting hedging instruments and finance lease income
recognised at a constant periodic rate of return before tax on-the net investment. Negative effective
“interest accruing to financial assets is. presented in interest payable.

_ .Dividend income is recognised when the paying company is obliged to make the payment.
c) Taxation -

Income tax expense or income, comprising current tax and deferred tax is recorded |n the Prof t and
- Loss Account except income tax on items recognised outside profit or loss wh|ch is credited or charged

" to other comprehensive income or to equuty as appropnate

" Current tax is income tax payable or recoverablé in respect of the taxable prof' it or loss for the year
arising in income or in equity. Provision i |s made for current tax at rates enacted or substantlvely enacted
at the balance sheet date. - - : :

12



RBS SME INVESTMENTS LIMITED ) S - 06838433
NOTES TO THE FINANCIAL' S;I'ATEMENTS ‘ |
1.. Accounting policies (continued)

d) Interestin associate .

' An ‘associate is a»n entity |n'wh|ch the Company has' significant influence, but not control, over the
operating and fihancial management policy decisions. This is generally demonstrated by the Company
holding in excess of 20%, but no more than 50% of the voting rights.

Interest in associate is stated at cost less any lmpalrment. The impairment is calculated based on the
share of the net assets. In. assessing.whether there is any indication that an investment in associate
may be impaired, the Company considers whether the asset's market value has declined srgnif cantly .
more than would be expected as a result of the passage of time or normal use.

e) Financial instruments
Financial instruments are cIassrf ed either by product by business model or by reference to the IFRS
_ default classification. '

Classification by product relies on specific designation criteria which are applicable to certain classes of
financial assets or circumstances where accounting mismatches would otherwise arise. Classification
by business madel reflects how the Company manages its financial assets to generate cash flows. A
business model assessment determines if cash flows result from holding financial- assets to collect the
contractual cash flows; from selling those financial assets; or both

The product classifications apply to fi nancrai assets that are either designated at fair value through profit
or loss (DFV), or to equity investments designated as at fair value through other comprehensive income
(FVOCI). In all other instances, fair value through profit or loss (FVTPL) is the default cIassiﬁcatlon and
measurement category for ﬁnanC|a| assets.

Regular way purchases of fi nancral assets classified as amortised cost are recognised on the settlement
date; all other regular way transactions in financial assets are recognised on the trade date.

All financial instruments are measured at fair value on initial recognition
All liabilities not subsequently measured at fair value are measured at amortised cost.

Most financial assets are held to collect the contractual cash flows that comprlse solely payments of
principal and interest and are measured at amortised cost. Certain financial assets managed under a
business model of both to collect contractual cash flows comprising solely of payments of principal and
‘ interest, and to sell, are measured at fair value through other comprehensive income. .

f) Impairment of financial assets

At each balance sheet date each financial asset or portfolio of loans measured-at amortised cost or at
fair value through other comprehensive income,  issued financial guarantee and loan commitment is
assessed for impairment. Loss allowances are forward looking, based on 12 month-expected credit
losses where there has not been a significant increase in credlt risk rating, otherwise aIIowances are
based on Ilfetlme expected losses:

Expected credit losses are a probability-weighted estimate of credit losses. The probability is determined . .

" by the risk of default which is applied to the cash flow estimates. In the -absence of a change i in credit.
rating, allowances are recognlsed when there is reduction in the-net present value of expected cash
flows. On a significant increase in credit risk, allowances are recognised. without a change in the.
expected cash flows, although typically expected cash flows do also change; and expected credit losses
_are rebased from 12 month to lifetime expectations

g) Derecogmtion

- Afinancial asset is derecognised when the contractuai right to receive cash flows from the asset has
expired or when it has been transferred and the transfer qualif es for derecognition in accordance with

IFRS 9 “Financial Instruments -

" Afinancial liability is removed from the balance sheet when the obligation is drscharged or cancelled,
or expires. :

13-



RBS SME INVESTMENTS LIMITED ' o _ 06838433

NOTES TO THE FINANCIAL STATEMENTS

Crltlcal accounting policies and key sources of estlmatlon uncertalnty

The reported results of the Company are sensitive to the accounting polncnes assumptions and '

estimates that underlie’ the preparation of its financial statements. In accordance with their

responsibilities for these financial statements, the estimates the directors consider most important to the '

portrayal of the Company's performance and financial condltlon are discussed below
Interest in associates and investments

The Company has reviewed the carrying value of interest in associates and mvestments and concluded

that there are no indications of impairments. The movement and details of the interest i in associates and _

investments are presented in note 5 and note 6 on page 15.

S .
“2.  Other operating income

2021 - 2020
' . : . - £'000 ~ . £'000
Dividend income ' . 42 204
I ’ - : .
3. Operating'expenses . -
- ' 2021 2020
) : " £'000 - £'000
Auditor's remuneration - audit services : B . : 24 35

Staff costs, ‘number of employees and directors’ emoluments

All staff and directors were employed by NatWest Group plc, the accounts for which contain full

"disclosure of employee benefit expenses incurred in the period including share based payments and
pensions. The Company has no employees. The Company does not remunerate directors nor can
remuneration from elsewhere in the group-be apportloned meanlngfully in respect of their services to
the Company..

The accrual for auditor’s remuneratuon for statutory audlt work for the Company was £24k (2020: £28k)

The audit fees for 2021 and.2020 will be paid by RBS AA Holdings (UK) Limited. No remuneratlon was

paid to the auditor for non- audlt work (2020: £nil).

4, Tax .
2021 2020 -
_ . © £'000 ~. £'000
Current tax: _ _ , : ‘ . _
- UK corporation tax credit for the year S ' A (52) "~ (5)
~ Over provision in respect of prior periods ‘ o : . (2) (213)
Tax credit for the year . S - (54) . (218)

" The actual tax charge differs from the expected tax charge computed by applymg the standard UK -
corporatlon tax rate of 19% (2020: 19%) as foIIows

2021 2020

, , ) S _£'000 , £'000

Expected tax charge : : : : L3 32
Partnership (losses)/profits - _ ' . (17) 29
Transfer pricing adjustment : o 5 (30) (27)

~ Non-taxable items’ ) ‘ - o (8) " (39)
Adjustments to tax charge in respect.of prior perlods o : (2) . (213)
Actual tax credit for the financial year : ‘ ' (54) ' (218)

The UK Corporatlon tax rate appllcable to the company from 1 Apnl 2020 is. 19%.-

it was an'no'u_nced in the UK Government's Budget on 3 March 2021 that the main UK corporation tax
rate will increase to 25% from 1 April 2023. This change was substantively enacted on 24 May 2021.

14 R SN
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RBS SME INVESTMENTS LIMITED A ' : : 06838433

NOTES TO THE FINANCIAL STATEMENTS

4, Tax (contmued) :

On 23 September 2022 the Chancellor of the- Exchequer announced that the corporation tax rate will
remain at 19% from 1 April 2023 rather than increasing to 25%. This announcement of the cancellation
of the rate increase has not been enacted or substantrvely enacted and accordlngly has no impact on
tax balances at 31 December 2021. ~

The potentlal impact of this change on the deferred tax baIances at 31 December 2021 is expected to
be immaterial.

5. Interestin associate
Interest in assocuate is carried at cost Iess |mpa|rment Movements dunng the year were as foIIows

2021 2020

L . £000 -~ £000
“At1January . . : . 442,657 403,032
Additions - ST . 39,125 39,625
At31December = .- - S 481,782 442,657

Details of the interest in associate, including the name, country of incorporation, and proportion of -
ownership interest are in the following table. The entities entire position and results of operatlon are
presented, not just RBS SME Investments L|m|ted S share

~ ' , Aggregated
. . Place of Proportlon of Proportion of - A © capital & Profit
‘Name of mcorporatlon " ownership voting power Principal Reserves after tax
associate and operation - interest% held% activity £000 - £000
Business  Engiand and - 24.62% 24.62% Provide Long- 2,752,594 344,281
Growth Fund ‘Wales o term capital to '
Group Limited o ' o UK based
‘ : : companies
No impairment indicators have been identified during the year.
6. Investments : : .

' ' 2021 : 2020
‘ o S : ~ - £'000 - £'000
As-at 1 January , : o 2,333 - 2,261
Additions ' - : - 339 . 667
Return of capital ' o . : , . {465) (709)
Unrealised (loss)/gain < ' : : A (448) - 114

" As at 31.December . _ ) 1,759 - 2,333
Cost of investments split , )
Additions and returns from investments - . . 1,859 ' 2027
Fair value through other comprehensive income ‘ (100) L 234

‘ 1,759 - 2,261 .

The Company holds a 9. 999% stake in the SLF which supports small and medium sized businesses in
Scotland by provudlng debt finance. The Company holds a.3.45% in BGF ireland which’ mvests in
growmg Irish companles that need long-term capital to drive their future success. .

7. Cash at bank .
) 2021 2020

o o . £000 - £000
Cash-at bank : SR L _ 25,258 25,283

Cash at bank represents cash deposns onIy The carrylng value of these deposnts is approxumately equal
to their fair value. .
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NOTES TO THE FINANCIAL STATEMENTS

8. Accruals . :
- 2021 2020

E - £'000 - - £'000
. Auditfees A ' _ - o : 48 _ 52

9. . Bank overdraft

v

The bank overdraft was from The Royal Bank of Scotland pIc and repard oh demand. The overdraft I|m|t
was £3,250k (2020 £3 250k) - .

10. Share capltal

2021 . 2020

Allotted, called up and fully paid:
Equity shares ’ o .
17 (2020 15) ordinary shares of £1 each ' ' 17 15

,The Company has one class of ordinary shares which carry no right to fixed income. The share capital' N
~of company was increased from 15 ordinary shares of £1 each to 17 ordinary shares of £1 each, and
the shares are is.s.ued at premium of £18m on 29th March 2021 and £21m on 28th June 2021.

M. Capital _resourCee )

. . N
The Company’s capital consists of equity comprising issued share capital and retained earnings. The
Company is @ member of NatWest Group plc which has regulatory disciplines over the use of capital. In
the management of capital resources, the Company is governed by the Group's policy which is to-
.maintain a strong capital base: it is not separately regulated. NatWest Group plc has complied with the
Prudential Regulation Authority's capital requirements throughout the year. -

12. - Commitments

. The Company is committed to investing £5645m in BGF, this will take the form of periodic subscriptions

for shares in the capital of BGF as notified by BGF, subject to an annual maximum commitment set in -
- advance each calendar year (2021: £60m; 2020 £1 06.2m). The Company has subscrlbed £39. 1m to 4
31 December 2021 (2020: £39.6m). :

The Company is committed to mvest with BGF |reland 1A LP with a commrtment of €5m. On the date
of investment it has invested £1.14m into the fund.

With regards to SLF, the Company is committed to investing the lower of £15m or 9.9999% of the total
fund. The commitment at 31 December 2021 was £8m. The Company had subscribed £7m to 31
December 2021 (2020: £7m). The’ fund was closed to new investment with effect from-March 2017
however the committed, but undrawn balance (i.e. £8m less £7m) remains available for follow on funding
for existing investee companles SLF has started the process to run-off its. current mvestment

Commltments WhICh have been entered into wrth Business Growth Fund PLC, Business Growth Fund
Ireland and, Scottish Loan Fund L.P. are not included within assets on‘the balance sheet.

The Company- has been entirely equity funded by RBS AA Holldings (UK) Limited..
13. * Related parties
UK Government

The UK Government through HM Treasury is the ultnmate controllmg party of NatWest Group plc. Its

_shareholding is managed by UK Government Investments Limited, a company it wholly owns and as a-
result, the UK Government and UK Government controlled bodles are related parties of the Company.
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13. . Related parties (contmued) :
Transactions between the Company, the UK Government and UK Government controlled bodles
consisted solely of corporatron tax and equity shares, which are drsclosed in notes 4and 6 respectrvely

Group undertaklngs

At 31 December 2021

| The Company's immediate parent was: ‘| RBS AA Holdings (UK) Limited
The smallest consolidated accounts |ncIud|ng '
the company were prepared by:

The ultimate parent company was: . - NatWest Group plc.

NatWest Group plc

Al parent companles are incorporated in the UK Copies of their accounts may be requested from Legal,
Governance and Regulatory Affairs, NatWest Group plc, Gogarburn PO Box 1000, Edlnburgh EH12

. 1HQ :

: 14. Post balance sheet events

There-have been no payments to BGF and SLF. There were.no materual changes in the valuatlon of the
investments in associates to date. .
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