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FINANCE WALES INV ESTMENTS (10) LIMITED

DIRECTORS’ REPORT

The directors present their annual report and the audited financial statements for the year ended 31 March 2016.

This directors’ report has been prepared in accordance with the provisions applicable to small companies entitled to
the small companies’ exemption.

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The principal activity of the Company is the provision of financial services to Small and Medium Enterprises
(*‘SMEs"").

The Company has raised £9 million to invest in Small and Medium Enterprises across Wales.

Following a competitive procurement exercise, the Welsh Council for Voluntary Action (WCVA) was appointed to
deliver £1million of the fund to third sector organisations (organisations with social or charitable goals). Following
a review, this was reduced to £0.8m in the previous year.

During the year, the Company made 84 investments totalling £2,605,000 (2015: 35 investments totalling
£1,001,500).

The directors expect the general level of activity to increase in the forthcoming year, not only as a result of the
increased funding available but also as a result of increased awareness of the fund following a number of direct
marketing campaigns targeted at micro businesses in Wales. During this financial year, a multi-channel micro loan
campaign was launched, using direct mail, online and print adverts, as well as commercial radio adverts.

Going concern

The Company is financed through grant funding and Financial Transaction Reserve funding provided by the Welsh
Government.

The Finance Wales Group comprises Finance Wales plc acting as the holding company and its subsidiaries, which
provide financial services to Small and Medium Sized Enterprises (“SMEs”). The relevant information for Finance
Wales Investments (10) Limited is set out within the Finance Wales plc Strategic report which addresses the
Group’s business activities, together with the factors likely to affect its future development, performance and
position, its financial position at the balance sheet date, its cash flows and the liquidity position, are set out in the
Strategic report within the financial statements of Finance Wales plc. In addition, note 23 of the Finance Wales plc
financial statements includes the Group’s objectives and policies and processes around managing capital risk; its
financial risk management objectives; and its exposure to market, credit and liquidity risk..

Finance Wales plc’s ultimate controlling party, the Welsh Ministers, acting through the Welsh Government, has
indicated in a letter of support that it will continue to provide both revenue and capital support at a level sufficient
to enable Finance Wales to continue as a going concern, until at least September 2017.

The Group’s forecasts and projections, taking account of reasonably possible changes in trading performance and
the financial support of the Welsh Government, show that the Group will be able to operate within the level of its
current facility over the next 12 months from signing the balance sheet. The Group’s forecasts include a forecast in
respect of this company.

After making enquiries and taking account of the factors noted above, the directors have a reasonable expectation
that the Company will have access to adequate resources to continue in existence for the foreseeable future.
Accordingly, they continue to adopt the going concern basis in preparing the financial statements.

DIVIDENDS
The directors do not recommend the payment of a dividend (2015 - £Nil).

DIRECTORS

The directors of the Company, who served throughout the financial year and subsequently to the date of this report
unless stated otherwise, are as shown on page 1. '



FINANCE WALES INVESTMENTS (10) LIMITED

DIRECTORS’ REPORT (continued)

AUDITOR
In the case of each of the persons who are directors of the Company at the date when this report is approved:

e 5o far as each of the directors is aware, there is no relevant audit information of which the Company’s
auditor is unaware; and

o each of the directors 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.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006. :

The Group has a policy of tendering the external audit every five years. The audit was tendered during the financial
year and the incumbents Deloitte LLP were reappointed.

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

T CaeZe>

J Oates
Company Secretary



FINANCE WALES INVESTMENTS (10) LIMITED

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 financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the company and of the profit or loss of the company for that period. In preparing these financial
statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

o . make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
.company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF
FINANCE WALES INVESTMENTS (10) LIMITED

We have audited the financial statements of Finance Wales Investments (10) Limited for the year ended 31 March 2016
which comprise the Statement of Other Comprehensive Income, incorporating the Profit and Loss Account, the Balance
Sheet, the Statement of Changes in Equity and the related notes | to-14. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice) including FRS 101, “the Financial Reporting Standard applicable in the UK and Republic
of Ireland”.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose.. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opinions we have formed

Respectlve responsibilities of directors and auditor

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

Scope of the audit of the financial statements .

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of whether the accounting policies are appropriate to the company’s circumstances and have
been consistently applied and.adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial statements and to identify
any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired
by us in the course of performing the audit. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report. .

Opinion on financial statements
In our opinion the financial statements:

U give a true and fair view of the state of the company’s affairs as at 31 March 2016 and of its loss for the year
then ended;
J have been properly prepared in accordancé with United Kingdom Generally Accepted Accountmg Practice; and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 reduires 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 w1th 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 preparing a strateglc report
or in preparing the directors’ report.

DA

David Heaton

Senior Statutory Auditor

for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

Cardiff, United Kingdom

96 -Suﬁ ché. ' S | 5



FINANCE WALES INVESTMENTS (10) LIMITED

STATEMENT OF COMPREHENSIVE INCOME, INCORPORATING THE PROFIT
AND LOSS ACCOUNT
For the year ended 31 March 2016

2016 2015

Note £ o
Turnover : 3 320,121 210,941
Administrative Expenses:
Impairments against loans receivable 5 (397,157) (284,052)
Other administrative expenses . (252,397) (247,227)
Total Administrative expenses (649,554) (531,279)
Other operating income 4,912 -
OPERATING LOSS , (324,521) (320,338)
LOSS ON ORDINARY ACTIVITIES BEFORE FINANCE
CHARGES (324,521) (320,338)
Interest receivable and similar income 4 1 9,279
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION (324,520) (311,059)
Tax on loss on ordinary activities 8 - -
LOSS FOR THE FINANCIAL YEAR, BEING TOTAL
COMPREHENSIVE INCOME ATTRIBUTABLE TO EQUITY
SHAREHOLDERS OF THE COMPANY , (324,520) (311,059)

All activities in the current and preceding period derive from continuing operations.



FINANCE WALES INVESTMENTS (10) LIMITED

BALANCE SHEET
At 31 March 2016
2016 2015
Note £ £
CURRENT ASSETS
Debtors
- due within one year 9 899,292 393,377
- due after one year 9 2,687,120 “ 1,375,105
Cash at bank and in hand 4,408,830 3,544,182
7,995,242 5,312,664
' CREDITORS: Amounts falling due within one year 10 (25,306) (25,008)
NET CURRENT ASSETS 7,969,936 5,287,656
TOTAL ASSETS LESS CURRENT LIABILITIES ‘ 7,969,936 5,287,656
CREDITORS: Amounts falling due after more than one year 10 (3,014,510) (7,710)
NET ASSETS 4,955,426 5,279,946
CAPITAL AND RESERVES
Public equity ' 6,000,000 6,000,000
Called up share capital ' 12 o1 1
Profit and loss account , (1,044,575) (720,055)

TOTAL SHAREHOLDERS’ FUNDS 4,955,426 5,279,946

The financial statements of Finance Wales Investments (10) Limited, registered number 7986246, were approved
by the Board of Directors and authorised for issue on 26 July 2016.

Signed on its behalf by

es Thorley
Director



FINANCE WALES INVESTMENTS (10) LIMITED

STATEMENT OF CHANGES IN EQUITY

At 31 March 2016

Public | Share Profit and

equity capital loss account Total

£ £ £ £

Balance at 31 March 2014 as previously
stated ' 6,000,000 1 (308,625) 5,691,376
Effect of change in accounting framework : - A
- Portfolio provision - - (100,371) (100,371)
Restated balance at 1 April 2014 6,000,000 1 (408,996) 5,591,005
Loss for the year - - (311,059) (311,059)
Balance at 31 March 2015 6,000,000 ' 1- (720,055) 5,279,946
Loss for the period . - - (324,520) (324,520)
Balance at 31 March 2016 6,000,000 1 (1,044,575) 4,955,426




FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

1.

ACCOUNTING POLICIES

The principal accounting policies are summarised below. They have been applied consistently throughout the
year and the preceding year.

Basis of accounting

Finance Wales Investments (10) Limited is a company incorporated in the United Kingdom under the
Companies Act 2006. The address of the registered office is given on page 1. The nature of the Company’s
operations and its principal activities are set out in the Directors’ Report on page 2.

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100)
issued by the Financial Reporting Council. Accordingly, in the year ended 31 March 2016 the Company has
changed its accounting framework from UK GAAP to FRS 101 as issued by the Financial Reporting Council
and has, in doing so, applied the requirements of IFRS 1.6-33 and related appendices. These financial
statements were prepared in accordance with FRS 101 (Financial Reporting Standard 101) ‘Reduced
Disclosure Framework’ as issued by the Financial Reporting Council. The prior year financial statements
were re-stated for material adjustments on adoption of FRS 101 in the current year. For more information see
note 14.

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain
financial instruments that are measured at revalued amounts or fair values at the end of each reporting period,
as explained in the accounting policies below. Historical cost is generally based on the fair value of the
consideration given in exchange for the goods and services. The principal accounting policies adopted are set
out below.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or liability,
the Company takes into account the characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date. Fair value for
measurement purposes in these financial statements in determined on such a basis. In addition, for financial
reporting purposes fair value measurements are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability

These financial statements are separate financial statements. The Company is exempt from the preparation of
consolidated financial statements, because it is included in the group accounts of Finance Wales plc. Details
of the parent in whose consolidated financial statements the Company is included are shown in note 13 to the
financial statements. '

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under
that standard in relation to business combinations, presentation of a statement of cash flows, standards not yet
effective and related party transactions. Where required, equivalent disclosures are given in the group
accounts of Finance Wales plc. The group accounts of Finance Wales plc are available to the public and can
be obtained as set out in note 13.



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

1. ACCOUNTING POLICIES (continued)
Going concern

The Company’s business activities, together with the factors likely to affect its future development,
performance and position, its financial position at the balance sheet date, its cash flows and the liquidity
position are set out in the Strategic Report within the financial statements of Finance Wales plc. In addition,
note 23 of the Finance Wales plc financial statements includes the Group’s objectives, policies and processes
around managing capital risk, its financial risk management objectives; and its exposure to market, credit and
liquidity risk.

The Company is financed through grant funding provided by the Welsh Government.

Finance Wales plc’s ultimate controlling party, the Welsh Ministers, acting through the Welsh Government,
has indicated in a letter of support that it will continue to provide both revenue and capital support at a level
sufficient to enable Finance Wales to continue as a going concern, until at least September 2017.

The Group’s forecasts and projections, taking account of reasonably possible changes in trading performance
and the financial support of the Welsh Government, show that the Group will be able to operate within the
level of its current facility over the next 12 months from the date of signing the balance sheet. The Group’s
forecasts include a forecast in respect of this company.

After making enquiries and having reviewed the forecasts for the Company, the directors believe there are no
material uncertainties that lead to a significant doubt on the Company’s ability to continue in business over
the next 12 months. The directors have a reasonable expectation that the Company has adequate resources to
continue in operational existence for the next 12 months. Accordingly, they continue to adopt the going
concern basis in preparing the annual report and accounts.

Taxation
Current tax

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date. The tax currently payable is based on taxable
profit for the year. Taxable profit differs from net profit as reported in the profit and loss account because it
excludes items of income or expense that are taxable or deductible in other years and it further excludes items
that are never taxable or deductible.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit not the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the
balance sheet date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Company intends to settle its current tax assets and liabilities on a net basis.

10



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

1. ACCOUNTING POLICIES (continued)
Taxation (continued)

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised
in other comprehensive income or directly in equity, in which case, the current and deferred tax are also
recognised in other comprehensive income or directly in equity respectively.

Turnover

Turnover represents interest receivable on loans, application and arrangement fees. All turnover relates to one
class of business and arises in the UK on investments made in Welsh businesses.

Interest income is recognised when it is probable that the economic benefits will flow to the Company and
the amount of revenue can be measured reliably. Interest income and loan arrangement fees are accrued on a
time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to
that asset’s net carrying amount on initial recognition.

Foreign currency

The financial statements are presented in pounds sterling, which is the currency of the primary economic
environment in which the Company operates (its functional currency).

Transactions in currencies other than the functional currency are recorded at the rate of exchange at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are reported at the rates of exchange prevailing at that date. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the relevant instrument.

Financial Assets

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as loans and receivables. Loans and receivables are measured at amortised
cost using the effective interest method, less any impairment. Interest income is recognised by applying the
effective interest rate, except for short-term receivables when the recognition of interest would be immaterial.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees on points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the asset have been impacted.
Objective evidence of impairment could include:

* significant financial difficulty of the issuer or counterparty; or
e default or delinquency in interest or principal payments; or
e it becoming probable that the borrower will enter bankruptcy or financial reorganisation.

11



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

1.

ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial Assets (continued)

Assets that are assessed not to be impaired individually are subsequently assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of financial assets could include the
Company’s past experience of recovery, and the levels and trends of specific impairments made as well as
observable changes in national or local economic conditions that correlate with default.

The impact of forbearance is also considered. Forbearance has not materially impacted impairment provision
requirements during the year; the collective provision is deemed to provide sufficient provision for
impairment.

The carrying amount of the financial asset is reduced by the impairment loss through the use of an allowance
account. Subsequent recoveries of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid

~ investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of

changes in value.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another entity. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Company retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Company continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

Financial liabilities and equity

Debt and equity instruments are classified as either financial liabilities or equity instruments according to the
substance of the contractual arrangements.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities

Financial liabilities are recognised as either financial liabilities at FVTPL or other financial liabilities.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.
Other financial liabilities are subsequently measured at amortised cost using the effective interest method,
with interest expense recognised on an effective yield basis. The effective interest method is a method of
calculating the amortised cost of a financial liability and of allocating interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts estimated future cash payments through
the expected life of the financial liability, or, where appropriate, a shorter period, to the net carrying amount
on initial recognition. '

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire.

12



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

1. ACCOUNTING POLICIES (continued)
Provisions

A provision is recognised when the Company has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Company will be required to settle that obligation and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows. '

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

Related party transactions

In accordance with the exemption conferred by paragraph 8 (j) of FRS 101 “Reduced Disclosure
Framework” the Company has not disclosed transactions with other group companies, where 100% of the
voting rights are controlled by the Group.

Public equity

The Welsh Ministers, acting through the Welsh Government, have from time to time provided funds for
investment purposes. Some of this Welsh Government funding was originally made as Public Dividend
Capital (PDC) whilst the remainder is classified as Grant in Aid or Core Funding for Investment purposes.

The funding is to invest in the long-term sustainability of Finance Wales and within the Welsh Government’s
own accounting arrangements the funds are regarded as being an investment.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences residual interest in the assets
of the Group after deducting all of its liabilities. Equity instruments issued by the Group are recorded at the
proceeds received, net of direct issue costs.

2. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, which are described in note 1 above, the directors
are required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the directors have made in the process of applying the Company’s accounting policies
“and that have the most significant effect on the amounts recognised in financial statements.

Going Concern

In preparing the financial statements, the directors have concluded that the Company is a going concern and
have assumed that it will be able to continue to trade in line with its business plan, realising the value of
assets and liabilities in the normal course of business.

13



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

2. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERAINTY (continued)

Going Concern (continued)

This judgement has significant impact on the valuation and presentation of the balance sheet as, if the
Company were no longer a going concern, the carrying value would need to be restated to market value for
assets and settlement values for liabilities. Significant items affected would include non-current assets, loans,
and deferred income.

~ Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

Impairment of financial assets

Finance Wales operates a prudent approach to the provisioning against financial assets primarily including
investments. Where uncertainty exists, either about the viability of an investee business, or an inability to
meet commitments as and when they fall due, a provision will be recognised. Each provision case is
proactively managed to identify the causes for concern and to work with investee businesses to effect
repayment or recovery of the at-risk investment.

In accordance with the accounting policy on impairment of financial assets, a provision is made only when
there is objective evidence that a loss has been incurred for which a collective assessment of a group of assets
may be undertaken. Such a collective assessment requires input of management judgement and estimation.
Management judgement is supported by consideration of underlying trends of historical data regarding the
probability of default or failure of the investee business.

3. TURNOVER

An analysis of the Company’s turnover, all of which arises in the UK, is as follows:

2016 2015
£ £
Fees 34,569 19,393
Loan interest 285,551 191,548
Turnover . 320,121 210,941
Interest receivable and similar income (note 4) 1 9,279
320,122 220,220
4, INTEREST RECEIVABLE AND SIMILAR INCOME

2016 2015
£ £

Interest receivable:
- Bank deposits 1 9,279

14



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

5. LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

2016 2015
£ £
Loss on ordinary activities before taxation in stated after charging:
Impairment loss recognised on loans receivable carried at amortised cost 397,157 284,052
6. AUDITOR’S REMUNERATION

‘ 2016 2015
. £ £

Fees payable to the Company’s auditor for the audit of the e
Company’s annual accounts 3,000 3,111

Fees payable to Deloitte LLP and their associates for non-audit services to the Company are not required to
be disclosed because the financial statements of the parent company are required to disclose such fees on a
consolidated basis.

7. INFORMATION REGARDING DIRECTORS AND EMPLOYEES
None of the directors received any emoluments from the Company in the current or the prior financial year. It
is not practicable to allocate their remuneration between their services as directors of this Company and other
group companies. Further details of directors’ remuneration are presented in the financial statements of
Finance Wales plc and Finance Wales Investments Limited.
The directors were the only employees of the Company during the current and the prior financial year.

8. TAX ON LOSS ON ORDINARY ACTIVITIES

2016 2015

Current taxation

UK corporation tax charge for the year - -

The charge for the year can be reconciled to the loss in the profit and loss account as follows:

£ £
Loss on ordinary activities before tax (324,520) (311,059)
Tax on loss on ordinary activities at standard UK corporation tax
rate of 20% (2015: 21%) (64,904) (65,322)
Effects of:
Amounts not recognised ' 64,904 65,322

Total taxation charge - -

A net deferred tax asset of £208,915 (2015: £144,011) has not been recognised in respect of deductible
temporary differences and tax losses.

From 1 April 2015, the main rate of corporation tax reduced to 20%. In July 2015, the government
announced further reductions in the main rate of corporation tax to 19% from 1 April 2017 and 18% from 1
April 2020. These changes were substantively enacted in October 2015. The reduction in rate is not
anticipated to materially affect the future tax charge of the Company.
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9. DEBTORS
2016 2015
£ £
Amounts falling due within one year: v
Loans receivable carried at amortised cost 1,044,751 465,509
Impairment : (145,736) (72,167)
899,015 393,342
Other debtors ) . 277 35
899,292 393,377
Amounts falling due after more than one year:
Loans receivable carried at amortised cost _ 3,698,823 1,904,483
Impairment (1,011,703) (529,378)
2,687,120 1,375,105
The Company enters into agreements to advance loans to Small and Medium Enterprises (SMEs) in Wales.
The average term of loans entered into is five years. The interest rate inherent in the loans is fixed at the
contract date for all of the loan term. The average effective interest rate contracted is approximately 10.2%
per annum (2015: 10.8%).
The loans advanced are a mixture of unsecured and secured loans. Security is over counterparty assets. The '
maximum exposure to credit risk of loans receivable for the current and prior period is the carrying amount.
Before accepting any new customer, the Company follows its investment operating guidelines to assess the
potential customer’s credit quality and define customer acceptance. Recoverability of loans advanced is
reviewed monthly.
Loans receivable disclosed above include amounts (see below for aged analysis) which are past due at the
reporting date but against which the Company has not recognised an allowance for doubtful receivables
because there has not been a significant change in credit quality and the amounts (which include interest
accrued after the receivable is overdue) continue to be considered recoverable.
10. CREDITORS
2016 2015
£ £
Amounts falling due within one year:
Trade creditors 222 -
Amounts owed to parent company 805 -
Other creditors 12,827 6,697
Accruals 11,452 18,311
25,306 25,008
Amounts falling due after more than one year:
Amounts owed to parent company 3,000,000 -
Other creditors 14,510 7,710
3,014,510 7,710

The Company’s financial liabilities are carried at amortised cost.

amount of trade creditors approximates their fair value.

The directors consider that the carrying

16



FINANCE WALES INVESTMENTS (10) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2016

10.

11.

CREDITORS (continued)

There are no trade creditors past due and the trade creditors and other creditors will be settled within the
credit period offered by the counterparty.

Amounts falling due to parent company relates to amounts due to Finance Wales plc in relation to Financial
Transaction Reserve money received from the Welsh Government. No formal repayment terms are in place
with the Welsh Government at present; however, there is no expectation that this will be repaid within the
next 25 years.

FINANCIAL INSTRUMENTS
Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class of
financial asset, financial liability and equity instrument are disclosed in note 2 to the financial statements.

Capital risk management

The capital structure of the Company consists of cash and cash equivalents and equity, comprising issued
capital, public equity, reserves and retained earnings as disclosed in the statement of changes in equity.

Categories of financial instruments

The Company’s financial instruments comprise investments in SMEs in the form of loans and trade
receivables and payables arising from its operations. The purpose of the instruments is to raise finance for
the Company, and to invest in SMEs in Wales. :

The accounting policy note describes how the classes of financial instrument are measured, and how income
and expenses, including fair value gains and losses, are recognised. The following table analyses the
financial assets and liabilities in the balance sheet by class of financial instrument to which they are assigned
and by the measurement basis.

Financial
Carrying value assets and
as at 31 March 2016 Ilabxlme:s at Total
amortised
£ Note cost Loa-ns and
receivables
Assets
Cash and cash equivalents 4,408,830 - 4,408,830
Loans to customers i - 3,586,135 3,586,135
Other receivables i - 277 277
Total financial assets 4,408,830 3,586,412 7,995,242
Non-financial assets
Total assets 7,995,242
Liabilities
Amounts due to parent 1 3,000,805 - 3,000,805
Trade and other payables i 39,011 - 39,011
Total financial liabilities 3,039,816 - 3,039,816
‘Reserves 4,955,426
Total reserves and liabilities 7,995,242
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11.

FINANCIAL INSTRUMENTS (continued)

Financial
Carrying value assets and
. as at 31 March 2015 liabilities at _ Total
C amortised
£ Note cost Loa'ns and
receivables
Assets :
Cash and cash equivalents 3,544,182 3,544,182
Loans to customers i - 1 768 448 1,768,448
Other receivables 1 - 35 35
- Total financial assets 3,544,182 1,768,483 5,312,664
Non-financial assets . -
Total assets . 5,312,664
Liabilities
Amounts due to parent it - - -
Trade and other payables il 32,718 - 32,718
Total financial liabilities 32,718 - 32,718
Reserves ‘ 5,279,946
Total reserves and llablhtles 5,312,664

The carrying value of the Company’s financial instruments is considered to approximate fair value and hence
a separate disclosure of carrying value versus fair value is not presented.

The following methods and assumptions have been applied"in determining fair values.
Note:

1) Loans to customers and other receivables are measured using an amortised cost basis and calculated
using the effective interest rate method in accordance with IAS 39.

it) The fair value of amounts owed to our ultimate parent, other third parties, share capital and public
equity are assumed to approximate to their carrying amount at the balance sheet date. ’

The Company hierarchy for measuring at fair value disclosures is as follows:

Level Hierarchy for fair value disclosures
1. Quoted prices (unadjusted) in active markets for identical assets orliabilities. .
2. Inputs other than quoted prices included within level 1 that are observable for the asset or liability

either directly or indirectly. For investments in non-quoted securities, the observable inputs are
derived from recent transactional events, where these are considered reliable. These methods
include using a recent valuation of the business for a funding round, using a recent offer from a
prospective purchaser, or using a discounted PE valuation.

3. Inputs for the asset or liability that are not based on observable market data.

Credit risk management

The Company’s credit risk is primarily attributable to its loan receivables. As noted in the fair value of
financial instrument section above, financial assets may be measured at cost less an allowance for
impairment. An allowance for impairment is made where there is an identified loss event which, based on
previous experience, is evidence of a reduction in the recoverability of the cash flows.

The Company has no significant concentration of credit risk as its exposure is spread over a large number of
counterparties and companies.

The following table details the Company’s sensitivity to a 1% reduction in the valuation of all financial
assets, excluding cash and cash equivalents, at the year-end.
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11.

12.

13.

FINANCIAL INSTRUMENTS (continued)

Credit risk management (continued)

2016 2015
£ £
Reduction in profit 36,000 18,000

Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of directors, which has built an
appropriate liquidity risk management framework for the management of the Company’s short, medium and
long-term funding and liquidity management requirements. The Company manages liquidity risk by
maintaining adequate reserves and banking facilities by continuously monitoring forecast and actual cash

. flows and matching the maturity profiles of financial assets and liabilities.

The deterioration in the Company’s result is not seen as a risk but as part of the normal pattern for businesses
involved in making long-term investments.

CALLED UP SHARE CAPITAL
2016 2015
£ £
Authorised and allotted
1,000 ordinary shares of £1 each . 1,000 1,000
Allotted, called up and fully paid
1 ordinary share of £1 1 1

The Company has one class of ordinary shares which carry no right to fixed income.’

ULTIMATE PARENT COMPANY AND CONTROLLING PARTY

The Company’s immediate parent undertaking is Finance Wales plc, a company incorporated in Great
Britain. Finance Wales plc is the parent of the smallest and largest group of which the Company is a member
and for which consolidated financial statements are prepared. Copies of the group financial statements of
Finance Wales plc are available from Companies House, Crown Way, Maindy, Cardiff CF14 3UZ.

Finance Wales plc regards the Welsh Ministers, acting through the Welsh Government (formerly the Welsh
Assembly Government), as the ultimate controlling party.
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14.

EXPLANATION OF TRANSITION TO FRS 101

This is the first year that the Company has presented its financial statements under FRS 101 (Financial
Reporting Standard 101) issued by the Financial Reporting Council. The following disclosures are required -
in the year of transition. The last statements under a previous GAAP (UK GAAP) were for the year ended 31
March 2015 and the date of transition to FRS 101 was therefore 1 April 2014.

Reconciliation of Equity

At1 April At 31 March
2014 2015
£ : £
Equity reported under UK GAAP 5,691,376 5,372,665
Adjustments to equity of transition to FRS 101:
Portfolio provision _ (100,371) (92,719)
Equity reported under FRS 101 5,591,005 5,279,946

Reconciliation of total comprehensive income for the year ended 31 March 2015

£
Total comprehensive income for the financial year under previous UK GAAP (318,71 1)
Portfolio provision ‘ 7,652

. Total comprehensive income for the financial year under FRS 101 (311,059)

Notes to the reconciliation of equity at 1 April 2014 and loss for 2015

The impact of the adoption of FRS101 on the entity’s opening equity position has been to reduce the equity
balance by £100,371 as at 1 April 2014. The only adjustment required on transition was the application of a
portfolio provision to the entity’s loan book. Under FRS101, general provisions are not permitted, and so a
portfolio approach is required. This approach assumes that, at a particular point in time, conditions may
already exist which could lead to the failure of an investment, but that these conditions are not yet apparent.
These pre-existing conditions are provided for in the portfolio provision calculation.: Further detail regarding
the provisioning policy can be found in note 1, Accounting Policies, Financial Assets.

The impact of the portfolio provision adjustment on total comprehensive income for the year ended 31 March
2015 was to reduce the loss previously reported by £7,652.
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