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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 personalised to our customers so that their needs are satisfied. At the time of writing this statement 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.

In a year when we celebrated 25 vears since the formation of MSIF, it is timely to reconfirm the strategy for the Group, establish the foundations 1o enable
MSIF to build for the future and listen anew to what SMEs and other interested stakebolders 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-exegutive Directors in John Walker and Kanesh Khilosia, with John taking responsibility as Chair. An MSIF independent director appointed in the
vyear, 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.

At an executive level the integration of the Spark Impact team into AFM with the appoiniment of Mark Borzomato to CEO and Marc D’ Abbaddie to COO
have brought much needed experience and deal making capabilities imo the team. This solid platform will enable AFM to grow its funds under
management and significantly enhance the equity desl capability in the team. A positive step in the year under review was the award to AFM of the contract
10 manage the LCRCA Flexible Growth Fund, £20m loan fund to support projects being undertaken by growth businesses in the LCR. By the end of March
2020 this took funds under managemeni 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 cutbreak of the
coronavirus pandemic and significant impact on SM's and the Group. Nevertheless, positive achievements were reatised -

. Assisting over 56 businesses with funding of over £3.7 million.

. Realising over £1.1 million 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 MSTF
Finance Hub team aims to provide support and assistance in order to make the process of accessing funding easier. Tt continuously monitors
the North West financial landscape, to ensure the team has an up to date knowledge of all finance providers and preducts that can be
suggested to any SMEs looking for funding.

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

(which is now gver 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 ta £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 Liverpool City Region Combined Authority and the ocal 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 I 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 in the face of continuing challenge s Highly commendabie.

9.
Mr JO'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 ("MSIF") is a company limited by guarantee and was established in 1994 by the Bank
of England, Liverpool Chamber of Commerce and representatives of the local community including Local Authorities.
Training and Enterprise Councils, Business Links and Higher Education Authorities (MSIF Partners Limited) who act as
guarantors. At the end of the 2007 Financial Year, The Liverpool City Region Growth Company {(previously The
Liverpoo! 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
small and medium sized enterprises (SMEs) and provide support and monitoring of those investments, thereby assisting to
regenerate business in the region. The company and group 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 Corenavirus 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 (o
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 nel assets as at 31 March 2019 by £1,067,791.

(b} The value of amounts payable 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
consolidated 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 consolidated financial statements
Registered No. 02981031

31 March 2020

Directors' report
(continued}

Financial results (continued)

(e) Amounts owed by group undertakings due in more 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 restaied. The profit as previously reported tor 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 (2019: £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 chalienging 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 giobal 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 requirements from SME’s who themselves are impacted by the pandemic and
require cash to continue to trade, This is evidenced in the Coronavirus 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 te 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 1o 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 that the Group has
adequate resources to continue to operate successfully post Brexit.

Key Performance Endicators

The key performance indicators measured by MSIF arc 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 Envestment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2020

Directors' report
(continued)

Guoing concern

Taking into account the events of Covid-19 and Brexit as described in this report, the Directors have a reasonable
cxpectation that the Company has adequate resources to continue in operational existence and meet its liabilities as they
fall 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 sensitivities. 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 to auditor

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

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

Pelitical 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

. - 2™ Floor Exchange Court
1 Dale Street

Liverpool
J O'Brien L2 2PP
Director 14 Seplember 2021
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial statements
Registered No, 62981031

31 March 2020

Statement of Directors’ responsibilities int 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 ¢ach financial year. Under that law they have elected to
prepare the group and parent company financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland .

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the group and parent company and of their profit or loss for that period. I[n 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 estimates 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 concern;

use the going concern basis of accounting unless they either intend to liquidate the group or the parent company or
to cease aperations, 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 to 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 $pecial Investment Fund Limited (“the company™) for the year ended 31 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
vear then ended;
= have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial Reporting Standard

applicable in the UK and Republic of Ireland ; 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 responsibilities under, and are independent of the group in accordance with, UK ethical
requirements including the FRC Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis
for our opinion

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to hquidate the group or the company or
to cease their operations, and as they have concluded that the group and the company’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
concern for at least a year from the date of approval of the financial statements (“the going concern period”).

We are required to report to you ift 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 to 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 all future events or conditions and as subsequent events may result in outcomes that are inconsistent 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 tesponsible for the directors” report. Qur opinion on the financial statements does not cover that report and we do not
express an audit opinion thergon.

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 materially misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that work:

we have not identified material misstatements in the directors’ report;
* inour opinion the information given in that report for the financial year is consistent with the financial statements; and
* in our opinion 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 opinien:

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

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

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

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

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

We have nothing to report in these respects.
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Independent auditor’s report to the members of Merseyside Special lnve t 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
unfess they cither intend to liquidate the group or the parent company of t0 cease operations, or have no realistic alternative but to do so.

Auditor’s responsihilities

Our cbjectives are to obtain reasonable assurance about whether the financial statements as a whole are tree from material misstatement,
whether due to fraud or error, and to issue our opinion in an auditer’s report. Reasonable assurance is a high level of assurance, but does not
guarantee that an audit conducted in accordance with 1SAs (UK ) will always detect a materizl misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggrepate, they could reasonably be expected to influence the
economic 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. fic org uk/auditorsresponsibilities

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 1o 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 opinions we have formed.

(-

./(f’.ﬂ Ll ?{f‘“i;h‘j‘)_

Carla Kennaugh (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statatory 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
Movement 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 6 155,807 166,880
Interest payable and similar expenses (7,110) (1,961)

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

31 Marech 2020

Consolidated and Company Balance Sheet
as at 31 March 2020

Group Company
Notes 2020 2019 2020 2019
As restated As restated
{See Note 2) {See Note 2)
£ £ £ £
Fixed assets
Tangible assets 9 6,939 24,117 3,708 15,120
Financial asscts 10 (a) 5,295.471 3,500,606 - -
Investments 10 (b} 10,242,293 10,450,736 10,538,822 18,746,477
15,544,703 13,975,459 10,542,530 10,761,597
Current assets
Investment loans fincluding £2,196,656 (2019:
£2,644,367) due in more than one year} 10 (a) 4,704,011 5,931,789 - - |
Debtors amounts falling due within one year i1 170,945 1,095933 3,475,646 5,998,146
Cash and cash equivalents 12 18,488,621 18,085,293 13,611,473 13,256,841
23,363,577 25117017 17,087,119 19,254,987
Creditors: amounts falling due within one year 13 (27,298,151} (26,301,422)  {19,866,999) (20,751,775)
Net current jiabilities (3,934,574) (1,184,405) (2,779,880) (1,496,788)
Total assets less current ligbilities 11,610,129 12,791,054 7,762,650 9.264,809
Creditors: amounis falling due after one year 14 {1,694,648) (2,351,527) (1,525,648) (2,275,648)
Provisions for liabilities 16 - - - -
Net assets 9,915,481 10,436 527 6,237,002 6,989,161
Rescrves
Profit and loss account 9,773,908 10,284,461 6,237,002 6,989,161
Non Controlling Interests 141,573 155 066 - -
9,915,481 10,439,527 6,237,002 6,989,161

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
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Merscyside Special investment Fund Limited
Annual report and consolidated financial statements
Registered No. 02981031

31 March 2020

Consolidated and Company Statement of Changes in Equity

Group Group Group Company

Profit and loss Non- Total Profit and loss

account  Controlling account
Interests

As restated As restated As restated
(See Note2)  {(SeeNote2)  (See Note 2}

£ £ £ £
Balance at 1 April 2018 (as originally stated) 8,443,147 - 8,443,147 6,832,237
Restaternent 2,455 866 527,387 29832583 -
Balance at 1 April 2018 {as restated) 10,899,013 527,387 11,426,400 6,832,237
Total comprehensive income for the year
{Loss)/Profit for the year (restated) (614,553) (372,321) (986,874} 156,924
Balance at 31 March 2019 (restated) 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
£ £ £ £
Balance at 1 Apnl 2019 10,284,460 155,066 10,439,526 6,989,161
Total comprehensive income for the year
Loss for the year (510,552) (13,493) (524,045) (752,139)
Balance at 31 March 2020 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
Registered No. 02981031

31 March 2020

Consolidated Cashflow Statement
for the year ended 31 March 2020

Notes 2020 2019
As restated
(See Note 2)
£ £
Net cash outflow from operating activities before interest 21 219,155 (516,172)
and taxation
Interest received 82,241 79,008
Interest paid (6,038) (3.561)
Taxation
Corporation tax refund received 3 11,307 -
Net cash inflow from operating activities 306,665 (440,725)
Cashflows from investing activities
Fixed assets acquired 9 (2,503) (804)
Investment in portfolio find - (2,000,000)
Loan and Equity investments made 10 (3,326,316) (4,420,901)
Loan repayments received 10 3,353,002 4,482,378
Net cash inflow/(outflow) froin investing activities 24,183 (1,939.327)
Cashflows from financing activities
Loans drawndown 94,000 75,000
Loans repaid (25,520) (53,236)
Repayment of partners capital account ~ (43,000)
Net cash inflow from financing activities 68,480 (21,236)
Net increase/(decrease) in cash in year 399,328 (2,401,288)
Cash and cash equivalents at 1 April 18,089,293 20,490,581
Cash and cash equivalents at 31 March 12 18,458,621 18,089,293
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Merseyside Special Investment Fund Limited
Annual report and © lid

d financial
Registered No, 2981031
31 March 2020

Notes to the financial statements
Accounting policies

Merseyside Special Investment Fund Limited (the “Company™) 1s a company lmuted by guarantee and incorporated, domiciled and registered in the UK. The registered
number is 02981031 and the registered address 1s 2nd Floor, Exchange Court, | Dale Street, Liverpool, L2 2PP.

Basis of preparation

These Group and parent company financial statements were prepared 1n accordance with Financial Reporting Standard 102 The tinancial Reporting Standard appheable an
the UK and Republic of Ireland ( “FRS /027) The presentation currency of these financial statements 1s sterling

The accounting palicies set out below have, unless otherwise stated, been applied consistently to all periods presented in these financial statements.
Measurement convention

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

The finanicial statements have been prepared on a going concern basis which the Directors consider to be appropriate for the followiny reasons The Directors have prepared
cash flow forecasts for a period of 12 months from the date of approval of these financial statements which 1ake into account actual expenence as a result of the COVID
pandenuc  These forecasts indicate that, taking account of severe but plausible downsides, and the anticipated impact of COVID-19 on the operations and s financial
resources, the Company will have sufficient funds to meet its [iabilibes as they fall due for that period

Management have considered vartous scenarios reflecting the siress testing of forecasted revenue, this includes the reduction 1n the forecasted return of revenues and also the
effect of a further Tockdown. These scenarios all show a posttive cash balance and profits being made and therefore have not affected the conclusion reached.

Consequently, the Dhrectors are confident that the Company will have sufficient funds o continue to meet its liabilities 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

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and 1ts subsidiary undertakings made up 1¢ 31 March 2020, A subsidzary s an entity
that is 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 is estabhished when the company has the power to 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 voting rights that are currently exercisable

An associate is an entity in which the group has significant influence, but not control, over the eperating and financial policies of the entity Sigmificant influence 15 presumed
10 exist when the investors holds between 20% and 50% of the equity voting nighis.

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

Faur vatue measurement

Fair value 1s the amount for which an asset could be exchanged, a liabality settled, or an equity instrument granted could be exchanged, between knowledgeable, willing parties
m an arm’s length transaction  The followang hierarchy 1s used to estimate fair values.

(a) The best ewidence of fair value 1s a quoted price for an identical asset in an active market Quoted in an active market m this context means quoted prices are readily and
reguiarly available and those prices represent actual and regularly ocourring market transactions on an arm’s length basis The quoted price is usually the current bid price

(b} When quoted prices are unavailable, the price of a recent transaction for an dentical asset provides evidence of fair value as long as there has not been a sigmificant change
in econormie circumstances or a s:ignificant lapse of time since the transaction took place If the entity can demonstrate that the last transaction price is not @ good estimate of
fair value (e g because it reflects the amount that an entity would receive or pay in a forced transaction, involuntaty liquidation or distress sale), that price 1s adjusted.

{c) If the market for the asset 13 not active and recent transactions of an identical asset on thewr ewn are not a good estimate of fair value, an estimate of the fair value 1s made
by using a valuation techmque The objective of using a valuation technique is to estimate what the transaction pnce would have been on the measurement date in an arm’s
length exchange motivated by normal business considerations

{d) Equity investments are valued using an appropniate valuation technique  For an established business we use a multiple of maintainable eammungs and apply a marketabilay
discourt  To ensure that we use an appropriate multiple, we will use our entry multiple for new investments, or the muluple used in any offers received or valuation exercises
performed for recent comparable deals Where we consider that the maintainable earmings method does not give an accurate valuation we have used a net assets valuation

The group determines the fair value of the investments with reference to the hierarchy.

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

Invesiments in preference and ondinary shares

Investments in equity mstruments are measured mitially a1 fair value, which 15 normally the transaction price Transaction costs are excluded 1f the investments are
subsequently measured at faic value through profit and loss Subsequent to nital recognition, investments that can be measured reliably are measured at fair value with
diminutions recognised through the Investment Reserve, in other creditors
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Notes to the financial statements
(continued)

A ing policies {conti }
Basic financeal insiraments

Trade and other debiors  creditors

Teade and other debtors are recogmsed initially at transaction price less attnbutable transachion costs Trade and other creditors are recognised initially at transaction price plus
annbutable transaction costs Subsequent to mital recognition they are measured at amortsed cost using the effective interest method, less any mpairment losses in the case
of trade debtors If the arrangement consttutes a financing transaction, for example 1f payment 1s deferred beyond normal business terms, then it 1s measured at the present
value of future payments discounted at a market rate of interest for a simular debt instrument

Interest-bearing borrowings classified as basic financial mstruments
Interest-bearing borowings are recognised mtially at the present value of future payments, discounted at a market fate of interest Subsequent to initial recogmtion, interest-
bearing barrowings are stated at amortised cost using the effective interest method, less any impairment losses

Cash and cash equivalenis
Cash and cash equivalénts compnse cash balances and call deposits Bank overdrafs that are repaysble on demand and form an witegral part of the campeny’s cash
management are included as a component of cash and cash equivalents for the purpose only of the cash flow statement.

(Hther firancial instruments

Fnancral insiruments not considered o be Basic financial msiruments {Other financial instrumennis)
Other financial instruments not meeting the definition of Basic Financial Instruments are recogmsed snitially at fair value Subsequent to iniial recogmtion other financial
imstruments are measured at fair value with changes recogmsed in profit or loss o1 investment reserve as appropriate.

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

Deepreciation 1s charged 10 the profit and loss account on a reducing balance basis at the followang rate
. fixtures and fittings 25% per year

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

Government grants

Amounts received from government agencies by the company have been invested n Liverpool City Region ("LCR") enterprises through a number of limited partnerships and
limited liability partnerships. Due to the nature of the investments made through the partnerships, the amounts invested are fully provided for, and the corresponding crediter
to the government agencies released due to the significant uncertainty over recovery Amounts that have been generated by the partnerships. have been remitted back to the
company, and the provision against the investment in the partnerships has been reversed. An investment reserve is then created wiuch is included in other crediors This
balance represents amounts that must be either reinvested in LCR enterpnises, or are due back to the government agencies who inittally provided the funding

Inmpairment excluding deferred tax assets

Financial assets (including ather debiors)

A financial asset not carried at fair vaiue through profit or loss 15 assessed at each reporting date to determine whether there is objective evidence shat it 15 impaired A
financral asset is 1mpaired if objective evidence indicates that a foss event has occurred after the nitial recognition of the asser, and that the ioss event had a negative effect on
the estimated future cash flows of that asset that can be estimated reliably

An impairment loss in respect of a financial asset measuted at amorused cost 1 calculated as the difference between its carrymg amount and the present value of the estimated
future cash flows discounted at the asser’s onginal effective weresy rade Interest on the smpaired asset continues to be ised through the ding of the discount
Impairment losses are recognised in profit or loss When a subsequent event causes the amount of impairment Joss to decrease, the decrease in imparment loss s Teversed
through profit or loss.

Pravisions

A provision 13 recognised 1n the balance sheet when the entity has a present legal or constructive obligation as a result of a past event, that can be reliably measured and it 1s
probable that an outflow of economic benefits will be required to settle the obligation Provisions are recogrused at the best estmate of the amount requured te settle the
obligation at the reporting date

Judgements and estimates

The preparation of the financial Tequires 1t to make jud estumates and assumption that affect the application of the accounting palicies and the

reported amounts of assets and liabilites and revenue and expenses. Actual results may differ from these estimates

Estimates and underlying assumptions are regularly evaluated and are based on historical expenence and other factors, including expectations of future evems that are

r ble under the Revisions to accounting eshimates are recogmised 1n the period in which the estimates are revised and in any future penods affected
The key judgements and estimates made by the d 1n the appl n of these g policies are in respect of the valuation of investments
Turnover

Fees and other mcome
Fees and other income represents principally fund i ar , monitonng fees and imerest recetvable Income 15 from sale of services and 1s
recognised as it accrues
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Notes to the financial statements
{continued)

Accounting policies {continued)
Expenses

Qperating lease

Payments (excluding costs for services and insurance) made under operating leases are recegmsed n the profit and loss account en a straight-line basis over the term of the
lease unless the payments to the Jessor are structured to ncrease m ling with expected general inflation, m wiuch case the payments related to the structured increases are
recognised 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,

Tnterest recervable and interest payable

Interest payable and sirmlar charges include mtgrest payable, finance charges on shares classified as habilities and finance leases recogrised in profit or loss using the effective
interest methed, unwinding of the discount on provisions, and net foreign exchange losses that are recognised in the profit and loss account

Other interest recervable and similar inceme include interest receivable on funds invested

Interest income and nterest payable are recogmsed in profit or loss as they accrue, using the effectuve mierest methed

Employee Benefits

Liefined contribution plans and other long term employee benefits

A defined contnibution plan 15 a post-employment benefit plan under which the company pays fixed contributions inte a separate entity and will have no legal or constructive
obligation to pay further amounts Obligations for contributions 10 defined conteibution penston plans are recogmsed as an expense 1n the profit and loss account 1n 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 is recognised in the profit and loss account except to the extent that it relates to items recognised
directly in equity or other comprehensive income, in which case f 1s recognised directly 1n equity or other comprehensive tcome.

Current tax 1s the expected tax payable or receivable on the taxable income or loss for the year, vsing tax rates enacted or substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous years

Deferred tax 1s provided on uming differences which arise from the inclusion of income and expenses n tax assessments 1n periods different from those in winch they are
recogmsed in the financial statements. The following timing differences are not provided for differences between acoumulated depreciation and tax allowances for the cost of
a fixed asset if and when all conditions for retaining the tax allowances have been met, and differences relating to investments in subsidiaries, to the extent that it 15 not
probahle that they will Teverse in the foreseeable future and the reporting entity 15 able to centrol the reversal of the uming difference Deferred tax is not recognised on
permanent differences arising because cerfain types of income or expense arg non-taxable or are disallowable for tax or because certain tax charges or allowances are greater
or smaller than the corresponding income or expense

Deferred tax is measured at the tax rate that is expected 10 apply 10 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 recognised only to the extent thal 1s it probable that they wall be recavered against the reversal of deferred tax liabilies
or other future taxable profits

Audit exemption for subsidiaries
Advantage has been taken of the audit exempnion available for small companies cenferred by section 4792 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 sectien 47%9a of the Compames Act 2006 relating to small

companies, and

b that no notice has been deposited under section 476 of the Compames Act 2006 in relation to the financial statements for the financial year

The directors acknowledge their responsibilities for

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

b, preparing financial statements which give a true and fair view of the state of the affacs of the company at 31 March 2020 and of us profit or loss for the year then ended in
accordance with the requirement of secuon 394 of the Companies Act 2006, and which otherwise comply with the requirements of the Companies Act 2006 relating to
financial statements so far as applicable 1o the company

The following companies have taken advantage of the exemption from audit under Section 475a of the Compames Act 2006 -

AFM Merseys:de Mezzanine Limited (04274232}, AFM Merseyside Ventures Limited (64274737), AFM Small Firms Fund Linuted (04275276), Alliance Fund Managers
Nommees Limited (04277713), AFM R101 Ventures Limited {04274723), AFM Seed Fund Limued (05303817), BCE Fund Managers (Merseyside) Limited {031470%1),
Liverpoo! Ventures Limited {04894769), LVL Seed Fund Limited (05303818), Merseyside Special Investment Mezzanine Fund Two Limited (04257322}, MSIF Seed Fund
Limited {05303819), Merseyside Special Investment Venture Two Limited (04257309), Merseyside Special Investment Venture Fund Limited {03104077), Merseyside
Special Investment {Small Firms) Fund Two Limited (04257331), AFM NWF General Partner LLP {0C392158), AFM NPIF General Partner LLP (DC415599), AFM
Busmess Growth Limited {10829228)
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{continued)
Prior period adjustment

The financial statement include pnor period adjustments for 2 number of 155ues identified during the vear The nature of these adjustments and reason for them 1s summansed below

(n) Following review of the group sirueture in the v ear, in paricular the detesmmation of conirol over the limited parinerships within e Group. 1t has been concluded that Liverpool Seed
Fund Limied Parmerstup, Mersen side Special Investment Venture Fund LP and Merseyside Special Investment Venture Fund Ne 3 LP are ultimately controlled by MSIF and therefore
should have been consohidaled within the Group accounts since inception This has therefore resulted n a prior period adjustment Lo consohdate the results of the given entities for the
yearended 31 March 2019,

(b} Under the terms of the agresment held between Small Business Loans Lirmited ("SBL") and RGF. imvesiment income must be set aside for future reinvestment. revenue and capital
Eenerated can be vsed 10 pay the reasonable operating <osis, amongst cther things. That has always been the intention of the directors Consequently, it1s now considered appropriate that
amy excess of iIncome o1 er reasonable eperating cosis should be added to the amounts payable to RGF. demonstrating that these funds are earmarked for future ms estment or possible
fepayment to RGF.

Foliowng a review in the year. amounts payable 1o RGF by $BL has been recalculated 1o more accurstely reflect the balance and the amounts as ailable for reinyesiment

(c} In previous vears, the results of Merseyside Loan and Equity Fund LLP. Small Business Loans Limited, North West Transitional Loan Investmen Fund LLP and Merseyside Small
Loans for Business Investment Fund Limited werg included in the consohidaled balance sheet, bul the profit for the s sar, and the assets and hiabilitics of those entities were presented ner
as an eniry 1o the investment reserve {n consolidating those entilles, their gross bafances shouid have been inciuded m the consolidated accounts Therefore a prior penod adjustment 1s
required to correctly present ihe gross amounts in the Group Profit and Loss Account and Balance Sheet

(d) Finally, folloning review of the Other Provisions balance, in part:cular the provision held for repavment of fiinds retumned fom the compamy's im estments 1p one of 1¥'s original
investors, 51 has been concluded that this amount should be disclosed as a liability, rather than as a provision The tming and amounts of the repavments were known and agreed upon as
at 3} March 2019 and sherefore, the amount should be held as a hiabliry, Thus has resulted m a prior penod adjustment to reclassify the balance.

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

As previously Restatements As restated
reported - Group See (a) See (b) See () See (d}
£ i £ £ £ £

Profit and loss

Fee and other iIncome 78 529 - 3203540 - 1,662,137
Admunistrauve expenses 9,700 - (35,563) - {1.ALE &80)
Ins esument logs fecoveries - - - 1.267 - 1.267
Movement i1 farr value of invesunents - - - 372840 - 372 840
Movement m provision for insestment Josses - {1,188.712) FEAIN)) IRIDNIED - {95,697)
Amounts wntien off investmenis - (85.500) - ¢1.199,026) - {1.284,826)
Amounts auribuiable 10 RGF - - {1.852) - - {1.892)
Operating loss {309,347) (1,205,685) (9,892} 570,077 - {954,847
Interest teceivable and similar income 165,270 - - L6l0 - 166,880
Interesl payable and similar gxpenses - - - (L.961) - {1,961}
Movement in fwr value of fixed asset invesiment 362 848 - - - - 362 868
Profit/(loss) before iaxation 218,811 {1,205,685) {9,892) 569,716 - (427,040)
Tax on loss - - - - - -
Profit/{loss) for the financial year 218,811 (1,205,685} {9,891} £69,726 - (427,040)
Transfer to Invesimend reserve - . - (559.834) - {559,834)
Profit(lass) after iransfers (o reserves 218811 (1,205,685) {9.892) 94892 ~ (986,874}
Loss atinbutable to Non Controlling Interests - (372,321} - - . (372.321)
Profit/(kass) after transfers to reserves and Non Controlling
Tnterests 218,511 (833,364) (9,892) 9,892 - (614,553)
Balance sheet
Fixed aszets
Tangible assets 24117 - - - - 24,117
Financial assets 9134 464 297931 - {5,931.789) - 3,500, 606
Investments. 10,450,736 - - - - 10,430,735
19,609,317 297931 - {5,931,789) - 13,975,459
Current assets
Invesimeni loans - - - 5.931.789 - 5.931,789
Debtors amounts falling due within one vear 1.5097 081 (1.146) - - - 1,005,935
Cash ang cash equivalemis 17,698 687 A50.606 - - - 13 089393
18,795,768 339,460 - £,931,789 - 25,117,017
Creditors amoutts fallg due within one vear
Trade credilors {126,190) - - ~ - (126,190)
Taxabion and social secunb, (147,747) - - - - (142,747}
Other creditors (296,750) - - . - (296,750)
Other creditors - investment resen e {25.971,135) IRT.000 - GUS 6T - (24,678 458)
Amounis atinbutable to RGF - - (862.899) - - (862,899)
Accrualy and deferred income (157 258) (6,600) - - - (163,858)
Bank loans £25.520) - - - - 125,520
Net curvent liabilities {7,928,832) 769,360 (862,859) 6,837 466 - (1,184,405)
Total azsets less current liabilities 11,680,485 1,067,791 (862,899) 905,677 - 12,791,054
Creditors amounts falling due after oneyear
Bank loans (73879) - - - - {75,879)
Amounis pa able 10 RGF (66T (XD - 667000 - - -
Amounts payablg {0 ERDF - - - - {2.275.648) (2,275.644)
Provisions for Kabikities
Provisians for liabilines (2,275,648) - - - 2275698 -
Net assery 5,661 958 1,067,791 (195,899} 905,677 - 10,439,527
Reserves
Profit and Joss account 8.661.958 $)2,725 {195.399) 905677 - 1282461
Non Controlling Interests - 155,066 - - - 155,066
8,661,958 1,067,791 (195,399 905,677 - 10,43 527
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Prior period adjustment {continued)

The following restatements have been made:

{a) The impaci of censolidating the additional limited partnerships increases nel assets by £1,067,791 as at 31 March 2019 and £2,273,476 as at 31 March 2018 and resulls 1n an
addiional loss of £1,205,685 for the year ended 31 March 2019, of which £833.364 was atinbutable to MSIF and £372.321 was anributable 10 non-controlling interesis MSIF does not
own 100% of the capital of Mersevside Special Investmen? Venture Fund LP nor Merseyside Special Insesiment Venture Fund No_ 3 LP Therefore o non-controlling mterest ("NC[*) has
been recognised 1n relation 1o the NCI's shares of the result for the vear ended 31 March 2019 and o reflect the NC1's capital interests in both entities NC1 within equity of £155.066 at
31 March 201%, and £527 387 at 1 Apnl 2018, has been recognised.

{b) The impac1 of the Small Business Loans Limited restatements are as follows.

(1) Investments written ofT had previously been transfered 1o the amounts gug 10 RGF, with there beiny 2 net ml impact on the profic and loss account. Such amounts were previously
therefore not shown on the profi1 and loss account. which they should have been Therefore those amounts are now presenied on a gross basis, resultng in an additional £8,000 expense
in the profit and loss account

{1i) Amounits repavable to RGF. or sel aside for future invesiment. is based on the nel invesiment income  As noted abose, all profits and losses above reasonable operating expenses are
potentially repavable to RGF and movements on this balance should have been recopnised m the profit and loss account Therefore. the profit and loss account as at 31 March 2019 has
been restated 10 include a £1,892 charge for amounts atinbutable 10 RGF Amounts recognised i presious year profits and losses have alse been reclassified as due to RGF, resulting in
an increase lo the amounts due 10 RGF 1o the balance sheet of £195.89% as at 31 March 2014, from £667.000 as previoush reported to £662 899 as restated

{tit} The diteciors of MSIF or of Small Business Loans Limited are not aware of any intention by RGF to reclaim the net amounts returned 10 the company that have not yel been
reinvested. However, RGF retain the legal nght to recall these funds at am time. Therefore, the amounts due 10 RGF has been reclassified as a current habihty

{¢) In the pnor vear. the equity of the abore named ennities was tncluded in the consolidated balance sheet, but the profit for the vear. and the assets and hiabilizes of those entities was
presented net as an entry to the investment reserve 1n consolidating those entities, their gross balances should have been meluded in the consolidated accounts Therefore, profil and loss
accounts have been restated. resulting in an increase to profit Jor the year ended 31 March 2019 of £9,892 Net assels as a1 31 March 2019 hane increased by £905,677 (31 March 2018
£R95.784), This increase relales in part fo an adjustment of £709,777 for the correction of the historic gross assets and liabilities. The remaining increase in net assets of £195,900
represents the grossing up n respect of $Small Business Loans Lumited which, as noted above, is then adjusted separately as pan of that restatement (see {b} above) and reported separately
1 this note for clanty  As part of this review, the directors have reclassified the Group investment Joans of £5,931. 789 from fixed assets to current assets

{d} The impact of reclassifving the Other Provision held for the repas ment of funds te one of the company’'s onginal investors 1s to decrease Other Provistons by £2,275,648 (0 £N1] as a1
31 March 2019 and 10 increase Creditors: amounts falling due after more than one vear by the same amount 10 £2,351.527

The effect of the restatement on the Group's opening reserves as at 31 March 2018, 1s set ow below

As previously Restatements As restated
reported 31 March
31 Mareh 2018 see (a) See (b} See (¢} See {d) 2018
£ £ £ £ £ £
Group Profit and Loss Account 5.443,147 1,746,089 (1860017 85,784 - 10,899,013
Group Non Conirolling Interests - 527.387 - - - 527,387
8,443,147 2,275,476 (186,007) 895,784 - 11,426,400

Cash flow statement
The effect of the resiatement on the Group's consolidated cash flow statement [or the vear ended 31 March 201915 descnbed below

The net cash oulflow from eperaling activities has increased from £122.734 as previously reported, 1o the restated amount of £440,725 The impact of this restaiement on each line item
within operating cash flows 1s shown in the table below-

As previously R As
Reconcitiation of operating losy to net cash (outflowYinflow from operating activities reported -
Group

Loss 2183811 (645.851) {427.040}
Deprecialion 7972 - 772
Investments wntten off 1,333,809 BS_BOO 1419609
Moy ement in fair v alue of financsal assets (362 8%8) {10,836) {373,724}
Movement in provision for investment losses - 166.631 166.631
Movementn fair value of portfelio investments - (362 RHR) {162 8R&)
Investment management expenses 51,023 - 51,023
Interesi receivable and similar income (165,270} - {165,270}
Interest pavable and similar expenses - 1961 1,963
Taxation - - -
Decreasef{increase) in debtors (723,624} 722 {722,902)
Increase/{dectease) in creditors (559.965) 448,421 {111,534}
Net cash inflow from operating activities (Note 21) (200,132) {316,640) (516,172}
Interest recerved 77,398 1610 79,008
Interest paid - (3.561) (3,561}
Net cash sutflow from operating activities (122,734) {317,991) {440,715)

The net cash outllow from investing aclivilies has decreased from £2,658.027 as previously reported to the restated amount of £1,939.327 due 10 the inclusion of investmeni repayments
receired by Mersevside Special Investmen Venture Fund LP of £300,000 and Mersevside Special Investiment Venture Fund No 3 LP of £418,700

Net cash from financing activities has reduced from being a net cash inflow of £21.764, to a restated net cash outflow of £21,236, due to the inclusion of repayment of partners capital
accounts of £43.000 for the additional hmuted partnershups now included in the conselidanon,

Parent Company

Amounts owed by group undertakings due in more than one year previously reporied as £5.002,844 as at 31 March 2019 has been reduced 1o £Nil. Amounts owed by group undertakings
due within one vear has been increased by £5.002 844, from the previously reported amount of £148,396 to the restated amount of £5.151,240
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Nates (o the financial statements
(continued)

Turnover

Fees and other income

Staff costs
Wages and salaries

Social security costs
Pension contnbutions.

The momhly average number of employees dunng the year was

Finance and admimstration
Fund management

The company operates one defined coninibution pension scheme

Dirzctors' remuneration

Aggregated emoluments
Sums paid 10 third parties for directors” services

M,

yside Special Inv Fund Limited
Annual report and lidated fi ial

Registered No. $2981031
31 March 2020

26 2019
As restated

(Sce Note 2)

£ £
1,582,873 1,662,137
2020 2019

£ £
851355 877,793
84,312 91,372
22.020 19,143
957,687 988,308
2020 2019

7 7

9 G

16 16
2020 2019

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

The amount 1n respect of sums paid 1o third parties relates to amounts payable to Liverpool Chamber of Commerce for the services of Neil Ashbridge and Liverpool LEP for

the services of Mark Basnett
Interest receivable and similar income
Bartk interest

Interest on investment 1n portfolio fund
Other investment income from portfohio fund

Expenses and auditor's remuneration
Included 1n profiv(loss) are the following,

Depreciatien of tangible fixed assets
Audior's remuneration for

Fees payable to the company auditor for the audu of the parent company and consohdated financial statements

Fees payable 1o the company’s auditer and 1ts associates for other services
- The audit of the company's subsidiaries pursuant to legislation

- Other services pursuant to legislation

- Tax services

- Other

Operanng lease cost - land and buildings

Operating lease cast -

Taxation

Current tax

UK Corporalion tax at 19% [2019. 19%)
Adjustments 1n respect of pnor periods
Total current tax

2020 2019

£ £
82,241 17,108
11,442 60,290
62,124 87,872
155,807 165270
2020 2019

£ £
19,681 7,972
65,661 26,166
49,093 13,19
6,094 5,800
30300 38,740
3,090 3,000
#4113 44,113
2,264 2,264
2020 2019

1 £
11,307 -

1307 :

The tax charge for the year 15 different to the standard rate of corporanon tax n the UK 19% (19% 2019} as explained below.
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B(c)

Notes to the financial statements
{continued)

Factors affecting tax charge for year

Profit/{Loss} for the year
Total tax charge

Profit/{Loss} before tax
Profit/{Loss) multiplied by standard rate of Corporatien tax in the UK of 19% (2019 19%)

Effecs of:

Partnershup profivlosses allocations

Adjust closing deferred tax to average rate of 19%

Adjust opentng deferred tax to average rate of 19%

Other permanent differences

Group income

Expenses/income not chargeable for tax purposes

Deferred tax not recognised

Adjustment to tax charge n respect of prior penods

Adjustment to tax charge in respect of prior periods - deferred tax
Unrecogmsed losses utilised

Unwind of FRS 102 conversion adjustment

RGF transfer (non-taxable)/non-deductible

Partnership allocations received net income/{expense) / allocations transferred (net income)/expense

Deferred tax

Unrecognised deferred tax asset at 1 Apnl 2019
Movement it unrecognised deferred tax
Unrecogrused deferred 1ax asset at 31 March 2020

Merseyside Special Investment Fund Limited

Annual report and ¢

lidated

il stat "

Regisiered No. 02981031

31 March 2020

2020 2018
As restated
{See Note 2)
£ £
(175,753) {427,040}
{11,307) -
(187,060} (427,040}
(35,5413 (31,138)
- (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)
{4%,743) -
{90,273) -
{4.377) (4.877)
{5,577 360
104,582 -
{11,307) -
2020 2019
£ )
4,084,680 4,138,709
426,277 (54.029)
4,510,957 4,084,680

The group has net of other timing differences, which are losses avarlable 1o be carried forward for tax purposes of approximately £4 5 rmillon {2019 £4 1 nulhon) {company

£0 4 mallion (2019 £0.3 mallion))y at 31 March 2020, which have not been recogrised

Foctors that may future eurrent and total tax charges

The deferred tax asset at 31 March 2020 has been calculated based on the latest substantively enacted rate of 19% A reduction in the UK corporation tax rate from 19% to
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 with effect
from 1 April 2020, and this change was substantively enacted on 17 March 2020. In the 3 March 2021 Budget, it was announced that the UK tax rate wall increase to 25%
from | Apnil 2023, and this change was substantively enacied in May 2021 and will increase the company's future current tax charge accordingly

Tangible fixed assets

Cost

At 1 Apnil 2019
Add:tions

At 31 March 2020

Accumulated depreciation
At 1 April 2019
Depreciation

At 31 March 2020

Net book ¥alug at 31 March 2020
Net book value at 31 March 2019
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Group Company
Fizturcs and firtings Fixtures and fittings
£ £
229,602 68,661
2,503 -
232,105 68,661
205,485 53,541
19,681 11,412
225,166 64,953
6,939 3,708
24,117 15,120
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Notes to the financial statements
{continued)

Fixed asset investments

Group financial assels

Cost or valuation

AL 1 April 2019 (as restated. se¢ Note 2)
Amounts invested in year

Movement in far value
Realisations/loan repayments

Written off 1n the year

Dhsposals in year

At 31 March 2020

Net amounts provided in the year

At 1 Apnl 2019 {as restated, see Note 2)
Movernent in provision for the year
Realised 1n respect of disposals

At 31 March 20290

Net beok value at 31 March 2024
Net book value at 31 March 2019 {as restated, see Note 2}

Investments in Limited Partnerships made by other group companies

Cost

At} April 2019
Movement in year
A1 31 March 2020

Amounts written offireleased
At l Apnl 2019

Movement 1n year

At 31 March 2020

Net book value at 31 March 2019 and 31 March 2020

Pape 22

Merseyside Special Investment Fund Limited

Anrnugl report and lidated fi I stat:

Registered No. 02981031
31 March 2020
Equity Nom Equity Loan & Equity
lavestutents

£ £ £
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)
R (86,000) (86.000)
9i65]§956 11,356,141 21,548,097
1241 350 7.111,326 11,352,676
115,135 166,804 281,939
. (86,000) (86,000)
4,356,485 7,152,130 11,548,615
5295471 4,704,011 9,999,482
3,500,606 5,937,789 9,432,395

Chapital grants

Investments recognised
£ £
36,597,981 (36,597,981}

36,597,081 (36,597,981)

(36,597,931) 36,597,981
{36,597,581) 36,597,981
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Notes to the financial statements
{continued)

Investments

Investments in subsidiary companies
Investment in portfelic fund
Other investments

At 31 March 2020

Merscyside Special Investment Fund Limited
Annusl report and consolidated financial stztements
Registered No. 02981031

31 March 2020

Group Company
2020 201% 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 following subsidiaries, all of which have a year-end of 31 March All subsidiaries are registered 1n

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 Mezzamne Fund Two Limued (60)
Merseyside Small Loans for Business Investment Fund Limited 29,836
MSIF Seed Fund Limited {60)
Merseyside Loan & Equity Fund LLP 2,282.015
Small Business Loans Limited 5,842
North West Transitional Loan Investment Fund LLP 112,582
North West Buginess Growth Fund LLP -

Alltance Fund Managers Lirmited (430,617)

LVL Seed Fund Limited
AFM Seed Fund Limated

AFM Merseyside Mezzanine Limited -

Net Assets /
{liabilities)
2

16,178
577,689

3l
6,608,861
205,856
560,868
(600,418}
958,768

1

28,001
21,001

Principal activity

Investimen: Company

Investment Company

Investment Company

Investment Cotmpany

Investment Company

Investment Company

Investment Company

Investment Company

Investment Company

Investment Company

Management Company

2nd General Parmer to Liverpool Seed Fund Limited
Partnership

First Generat Partner of the Liverpool Seed Fund Limited
Partnership

Director for White Property Services Ltd

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

England.
Name of undertaking

Companies:
Profhit/(L.oss)

AFM Merseyside Ventures Limited -
AFM Small Firmns Fund Limited -

AFM R101 Ventures Limited (9,144)

Alliance Fund Managers Nominees Ltd -
BCE Fund Managers (Merseyside) Ltd -

AFM Business Growth Fund Limited 160

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

Net Assets /
(liabilities}

$7.702

446,764

{25,190)

Principal activity

General Partner of the Merseyside Special Investment
Venture Fund No 3 Limited Partnership 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 Invesiment
Venture Fund Limited Partnership It is a Limited Partner in
NPIF NW (Microfinance) Linuted Partnership

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

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

Limited Partner of the North West Business Growth Fund
LP

Second General Pariner of NW NPIF (Microfinance) LP
Second General Partner of NWF (Miero Loans) LP

The registered office for all the above subsidiaries 1s 2nd Floor, Exchange Court, 1 Dale Street, Liverpool, L2 2PP
In additien Merseyside Special Tnvestment Fund Limited is the sole guarantor of Liverpeal Ventures Limited {a company limited by guarantee).
The directiors beheve that the carrying value of the investments 15 supported by their underlying net assets.

Debtors

Amounts falling due within gne year:
Trade debtors

Other debtors

Amounts owed by group undertakings
Other taxaton and social security
Prepayments

Accrued income

The arnounts owed by group undertakings are unsecured and repayable en demand

Pape 13

Group Company

2020 2019 2020 2019
As Testated As restated
{See Note 2) (See Note 2)

£ £ £ i
45,464 94 837 316 93,737
3,782 806,636 - 708,803
- - 3,415,992 5,151,240
22,200 33,47 22,200 -
63,788 £7.801 24,768 44,366
35,711 73.140 12370 -
170,945 1,095,935 3,475,646 5,968,146
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Notes ta the financial statements
{continued)

Cash and cash equivalents

Cash gt bank and 1n hand
Cash and cash equivalents

Creditors: amounts falling due within one year

Trade creditors

Amounts owed ta group undertakings
Taxat:on and social secunty

Other creditors

Other creditors - investment reserve
Amounts atiributable to RGF
Accruals and deferred incotne

Bank loans

Amounts owed 1o ERDF

The amounts owed to group undertakings are unsecured, repayable on demand
The invesiment reserve represents amounts that the group mtends to invest in enterpnses in the future, or may be required to repay to the agencies that originally provided the

funding

Creditors: amounts Falling due after more than one year

Bank loans repayable within five years
Amounts owed 10 ERDF

Merseyside Special Investment Fund Limited

Annug} report and

T g 1

Registered No. 02581031
31 March 2020

Group Company
2020 2019 2020 209
As restated
(See Note 2)
£ £ £ £
18,488,621 18,089,253 13,611,473 13,265,841
13,488,621 18,089,293 13,611,473 13,265,841
Gronp Company
2020 2019 2020 2019
As restated
(See Note 2)
£ i £ £
43,493 126,190 12,034 39527
R - 358 450 86,247
59,001 147,747 2,456 62,866
279,159 296,750 271,884 99,462
24,980,478 24,678,458 18,329,835 20,406,875
833,545 BG2,859 - -
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

Group Company
2020 2019 2020 2019
As restated
(See Note 2}
£ £ £ £
169,000 75,879 - -
1,525,648 2,275,648 1,525,643 2,275,648
1,694,648 2,351,527 1,525,648 2,275,648
—ClLai Aol

At 31 March 2020 the bank |oans represents borrowings under drawdown loan facilities of £169,000 entered mto on 10 Apnil 2018 for a period of 4 years Interest 1s charged

at the Bank of England rate plus 4%

Interest-bearing loans and borrowings

This pote provides information about the contractus) terms of the group's and parent company's isterest-beanng loans and borrowangs, which are measured at amomsed cost

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

Terms and debt repayment schedule
Group

Unity year 3
Unity year 4

Currency

GBP
GBpP

Page 24

Nominal Interest

Year of maturity

Rate
40% 2019
4 0% 2023

2020 2019

£ 3

1,951 25,520
169,000 75,879
2020 2019

£ 3

1,951 25,520
163,000 75 875
170,951 101,399
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Merseyside Special Investment Fund Limited
Annual report and consolidated financial statemenis
Registered No. 02981031
31 March 2020
Notes to the financial statements
(continued)

Provisions for liabilities

Deferred tax assets have not been carmed forward, as recovery in future vears 15 not considered to be probable The amount of deferred tax provided and not recognised
comprises:

Growp Deferred tax provided Deferred tax not recognised
2020 2019 2020 2019
£ i £ £
At start of year - - {4,084,680) (4,138,709}
Excess of depreciation over tax allowance - - 1,170 1,101
Other uming differences - - (8,504) (552)
Profit and loss account movement n year - - (418,944) 53,480
Atend of year - - {4,510,958) (4.084.680)
Company Deferved Tax Provided Deferred 1ax not recognised
20240 2019 2020 2019
£ £ £ £
At siart of year - - 347,554 447 643
Excess of depreciation gver tax allowance - - (1,568) (103)
Laosses utilised - - 11,223 {140,957
Prior year adjustment - - - 40,971
Atend of year - - 357,209 347,554

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)
. £ £ £ £
Assets measured at fair value through profit or loss 15,537,764 13,951,342 - -
Assets measured at cost less impairment 23,379,516 25,141,134 27,629,649 30,016,584
Liabilities measured a1 amortised cost (28,992,799) {28,652,949) {19,866,999) (20,751,775)
Provisions measured at amortised cost i - - - -
5,915,481 10,439,527 7,762,650 G.264.80%

Called up share capijtal

The company does not have share capital and 1s imited by guarantee The liability of the members is limited to a minimum of £1 and a maximum of £100 each At 31 March
2020 the company had 3 members (2019 3)

Operating lease commitments

At 31 March 2020 the Group had total commitments under non-cancellable operating leases as set out below:

Land and Office
building quif t Grouwp 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 total commitments under non-cancellable operating leases as set out below,
Office
tquipment Company Company
2020 2020 2019
£ £ i
Payments due
Within one year 1,947 1,947 2225
Between two and five years - - 1,947
5,947 1,947 4,172

Contingent liabilities

One of the group entities {(Merseyside Special Investment Venture Fund Two Limited) has provided a guarantee 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 their matial loan of £2.000,000

At 31 March 2020, £1,905,362 (2019, £1,905.362) had been repaid 1o MPF, leaving the partnership capital account at £94,638 (2019 £94,638) This means that the
maximum potential hiability 1o the group 13 £37.319 (2019 £47,.319)
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Merseyside Special Investment Fund Limited
Annausl report and lidated financial stat t:
Registered No. 02931031

31 March 2020

Notes to the financial statements
(continued)

Reconciliation of operating loss to net cash {ontflow)/inflow from operating activities

2020 2019

£ i

As restated

(See Note 2)

Loss (175,753} (427,040
Depreciation 19,681 1972
investments writtén off 5,269,288 1,419,609

Movement 1n fair value of financial assets (2,145,000) {373.724)
Movement in provision for investment losses 181,939 166,631

Movement in fair value of pertfolio investments 227,863 (362,888)
Investment management expenses 54,147 51,023

Inierest recervable and similar income (155,807) {165,270)
ntevest payable and similar expenses 7110 1.961
Taxation {11,307} -
(627,839) 318,274

Decrease/(increase) in debtors 924,990 (722.902)

Increase/(decrease) in creditors (77,996) (111,544)

Net cash inflow from operating acnvities 219,155 {516,172)

Cagpital commitments

The group had capital commitments of £597,000 (2019 £390.000)
Related party transactions

The emoluments of certain directors were paid to third parties (see note 4) An amount of £8,660 (2019 £7.992) was paid to Liverpool Chamber of Commerce and £8 (00
(2019 £8,000) was paid to the Liverpool LEP 1n respect of directors' services in the year In addition, 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 £Nil} was due to Liverpool Chamber of
Commerce and £Nil (2019 £Nil) to the Liverpool LEP

North West Business Growth Fund LP ("NWBGF") was considered 1o be a related party, as the company was the ultimate parent company of NWBGF's General Partner, the
Limited Partner and the Founder Linuted Partner That investment was wniten off in the year Duning the year, amounts totalling £Nil {2019. £708,803) were advanced to
NWBGF for investment and funding

The group has 1aken advantage of the exemptien available under Section 33 of FRS 102 to not diselose transactions with other wholly owned compantes in the group headed
by M de Special In Fund Limited
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