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Viability statement
Under the AIC Code the Board is required to make a “viability statement” which considers the Company’s current 
position and principal risks and uncertainties combined with an assessment of the prospects of the Company in 
order to be able to state that they have a reasonable expectation that the Company will be able to continue in 
operation over the period of their assessment. 

The Company is intended to be a long-term investment vehicle with no �xed life however, having considered the 
inherent limitations of estimating the impact of future political and macro-economic conditions on the Company, the 
Directors have decided to assess the viability of the Company over a period of �ve years.

The Company’s prospects are driven by its business model and strategy. As explained on page 1, the Company’s 
aim is to achieve long term capital growth from investment in a diversi�ed portfolio of UK micro cap companies, 
typically comprising companies with a free �oat market capitalisation of less than £100 million at the time of 
purchase. The Board, advised by the Portfolio Manager, believes that the impact on micro cap companies of a 
return to economic growth is particularly high because of the knock-on effect of improved market con�dence. Over 
the medium term, the Portfolio Manager expects that con�dence and risk appetite amongst investors will grow 
with improving economic activity. Typically, it would expect that this will result in valuation metrics rising which will 
enhance returns for investors during this period. 

The Directors have and continue to monitor the uncertainties in the political and economic environments in particular 
the impact as a result of the UK leaving the EU. In this context, the Board’s central case is that the prospects for 
economic activity in the UK will remain such that the investment objective, policy and strategy of the Company will 
be viable for the foreseeable future through a period of at least �ve years from the balance sheet date. 

In making this judgement, the Board has assessed that the main risks to the long term viability of the Company 
are key global and market uncertainties driven by factors external to the Company, which in turn can impact on 
the liquidity and NAV of the investment portfolio. A simulation has been designed to estimate the impact of these 
uncertainties on the NAV of the Company at times of stress based on historical performance data of the Company’s 
benchmark, using techniques similar to the sensitivity analysis performed in note 9 – �nancial risk management.

Taking account of the Company’s current position and principal risks, the Board has a reasonable expectation 
that the Company will be able to continue in operation and meet its liabilities as they fall due over the period of 
assessment. The Directors expect the next Continuation Resolution at the AGM in 2024 to be passed.

The Strategic Report was approved by the Board of Directors on 17 December 2020 and signed on its behalf by:

Andrew Chapman Ian Burns
Chairman Audit Committee Chairman
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BOARD MEMBERS 

All Directors are non-executive.

CHAIRMAN

Andrew Chapman, (Independent). Appointed 2 October 2014.
Andrew holds both a BA and an MPhil in Economic & Social History.�He began his career in 1978 as a UK equity 
fund manager.
 
In 1984, Andrew was appointed to the in-house investment management team for the British Aerospace Pension 
Fund, where he had responsibility for directly investing in a number of listed markets.� In 1991, Andrew took the 
position of Investment Manager at United Assurance plc, where he was responsible for asset allocation and leading 
a team of in-house fund managers managing approximately £12 billion in assets. Andrew was subsequently a 
director of Teather & Greenwood Investment Management Limited, before joining Hewitt Associates as a Senior 
Consultant.�Between�1994 and 2003, Andrew served as a non-executive director of the Hambros Smaller Asian 
Companies Investment Trust plc (which subsequently became The Asian Technology Trust plc).

In 2003, Andrew was appointed as the �rst in-house Pension Investment Manager for the John Lewis Partnership 
Pension Fund, with responsibility for the overall investment strategy as well as the appointment and performance of 
27 external fund managers across all asset classes.�He retired from that role in 2012 and then served as the CIO for 
The Health Foundation until September 2015.
 
Since 2012 Andrew has developed a portfolio of roles, including being a member of the investment committees 
of: Homerton College (Cambridge University); Coller Capital Partners; and the Property Charities Fund.�He is also 
a non-executive director of Steadfast International Limited, Steadfast Long Capital Limited, GT ERISA Fund, GT 
Offshore Fund, and Kidney Care UK.

Key Relevant Skills
�%�� 42 years investment experience, with an emphasis on equity markets
�%�� Extensive experience in selecting and managing external fund managers
�%�� A current member of several fund boards
�%�� Strong background in governance and risk management

DIRECTORS

Ian Burns, (Independent) - Chairman of the Audit Committee and Senior Independent Director. Appointed 2 
October 2014.
Ian quali�ed as a Chartered Accountant with Ernst & Young. He spent 20 years working in private client �duciary 
businesses, ending up as Managing Director of Investec Trust globally. He then spent two years with one of 
Guernsey’s leading privately owned fund administration companies. 

Subsequently, Ian founded Via Executive Limited, a specialist management consulting company and was appointed 
the managing director of Regent Mercantile Holdings Limited, a privately owned investment company. He is licensed 
by the Guernsey Financial Services Commission as a personal �duciary.

Ian also holds a number of appointments as a non executive director of companies engaged in a diverse range of 
investment activities and is a non-executive director of the following public companies: Twenty Four Income Fund 
Limited (Audit Committee Chairman), Fast Forward Innovations Limited (Chairman).

Key Relevant Skills
�%�� Extensive operational and risk management knowledge
�%�� Quali�ed chartered accountant with extensive �nancial experience including chairing audit committees of listed 

funds
�%�� Working in �nancial services since 1988
�%�� Providing strategic consulting advice to �nancial services companies
�%�� Advising on modern corporate governance standards and developing risk management measurement and 

mitigation frameworks
�%�� Family of�ce, inheritance and private client trustee experience
�%�� Supervising technical accounting issues including specialist disclosure of risk
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Trudi Clark, (Independent) - Chairman of the Remuneration and Nomination Committee and Management 
Engagement Committee. Appointed 2 October 2014.
Trudi graduated with a �rst class honours degree in business studies and is a quali�ed Chartered Accountant.

Trudi spent 10 years working in chartered accountancy practices in the UK and Guernsey. In 1991, she joined the 
Bank of Bermuda to head their European internal audit function before moving into private banking in 1993.

Between 1995 and 2005, Trudi worked for Schroders (C.I.) Limited, an offshore private bank and investment manager. 
She was appointed to the position of banking director in 2000 and managing director in 2003. In 2005, Trudi left 
Schroders to establish and run a private family of�ce.

In July 2009, Trudi established the Guernsey practice of David Rubin & Partners LLP, an internationally known 
insolvency and liquidation specialist. Since June 2018 she has been a full time non-executive director.

Trudi holds several non-executive directorships which include BMO Commercial Property Trust Limited, NB Private 
Equity Partners Limited and The Schiehallion Fund Limited, which are listed on the London Stock Exchange.�She 
also holds a personal �duciary licence issued by the GFSC.

Key Relevant Skills
�%�� Quali�ed chartered accountant with extensive �nancial experience
�%�� Working in �nancial services since 1987
�%�� Strong background in risk and corporate governance
�%�� Experience of several Investment Company Boards

Mark Hodgson. Appointed 2 October 2014.
Mark Hodgson is a Channel Islands fund director based in Jersey, with considerable experience in the administration 
of Channel Islands funds. He has a broad fund expertise covering a wide range of differing asset classes, including 
real estate, infrastructure, credit and private equity.

Mark joined Carne in April 2014. He has over 25 years of �nancial services experience, with an extensive banking 
background. Mark spent over 20 years with HSBC Global Bank where he gained in depth knowledge of credit, 
�nancial markets and complex Real Estate structures. Prior to moving to Jersey Mark was Regional Director for 
HSBC Invoice Finance (UK) running their receivables �nance business. 

Mark moved to Jersey in 2006 to Head up HSBC’s Commercial Centre having full operational responsibility for credit 
and lending within the jurisdiction. In 2008 he moved to Capita Fiduciary Group as Managing Director Offshore 
Registration (a regulated role) with responsibility for Jersey, Guernsey and the Isle of Man. Mark also took on the 
responsibility as Managing Director of Capita Financial Administrators (Jersey) Limited (regulated role) together with 
directorship appointments of regulated and unregulated funds boards.

Mark sits on a number of very high-pro�le real estate boards including: Kennedy Wilson Investment Management 
Limited, Aviva Jersey Investors Jersey Unit Trust Management Ltd and LaSalle Investment Management (Jersey) 
Ltd. He has a broad range of funds experience covering a range of debt and credit funds.

Key Relevant skills
�%�� 25 years �nancial services experience, 15 years of being the member of various boards
�%�� Extensive fund risk management experience across multiple asset classes
�%�� A strong background in board governance
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DIRECTORS’ REPORT

The Directors present their report and the audited �nancial statements for the year ended 30 September 2020. The 
results for the year are set out in these accounts.

Dividend Policy
Details of the Company’s capital redemptions and dividend policy are shown on page 1. The Company does not 
expect to pay signi�cant dividends and no dividends have been declared or paid during the year (2019: none).

Share Capital
As at 30 September 2020, the Company had 46,445,043 Ordinary Shares (30 September 2019: 46,445,043) in issue.

Borrowing limits
The Directors may, if they feel it is in the best interests of the Company, borrow funds up to a maximum of 20% of 
NAV at the time of borrowing. On the 9 December 2016, the Company entered into a Sterling Facility Agreement, 
which was subsequently amended and extended on 13 December 2017, further extended on 11 December 2018 
and subsequently expired on 6 December 2019 as the Board decided not to renew the Facility. Please refer to note 
15 for further details.

Acquisition of own shares
To assist the Company in addressing any imbalance between the supply of and demand for Ordinary Shares and 
thereby assist in controlling the discount to NAV at which the Ordinary Shares may be trading, on 4 March 2020 the 
Company renewed general authority to purchase in the market up to 14.99% of the Ordinary Shares in issue as at 4 
March 2020, (previously granted on 27 February 2019). This authority expires on the date of the 2021 AGM. During 
the year the Company did not purchase any shares in the market.

The Directors will seek a renewal of this authority from Shareholders at the Company’s AGM on 2 March 2021.

Directors’ shareholdings
The Directors who held of�ce at the year end and their interests in the ordinary shares of the Company were as 
follows:

Director Ordinary Shares held 

Andrew Chapman 20,562

Ian Burns 5,500

Trudi Clark 11,445

Mark Hodgson 22,040

Transactions in Ordinary Shares by Directors are outlined in note 6. Ordinary Shares held by Directors have decreased 
in line with each compulsory redemption. 

Shareholders’ interests
As at 30 September 2020, the Company had been noti�ed in accordance with the Disclosure Guidance and 
Transparency Rules (“DTR”) of the Financial Conduct Authority (which covers the acquisition and disposal of 
major shareholdings and voting rights), of the following Shareholders that had an interest of greater than 5% in the 
Company’s issued stated capital. 

Percentage of total voting rights (%)

Investec Wealth & Investment Ltd 11.26

City of Bradford Metropolitan District Council 9.81

River and Mercantile Asset Management LLP 8.85

Premier Miton Group plc 7.68

Smith & Williamson 6.41

Derbyshire County Council 6.25
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Between 30 September 2020 and 17 December 2020 the Company received the following additional noti�cations:

Percentage of total voting rights (%)

Investec Wealth & Investment Ltd 12.10

Independent Auditor
PricewaterhouseCoopers CI LLP, have indicated their willingness to continue in of�ce as auditor and a resolution 
proposing their re-appointment and to authorise the Directors to determine their remuneration will be proposed at 
the forthcoming AGM.

Matters Reserved for the Board
The Directors have adopted a set of reserved powers, which establish the key purpose of the Board and detail its 
major duties. These duties cover the following areas of responsibility:

�%�� statutory obligations and public disclosure;
�%�� approval of the investment policy;
�%�� strategic matters and �nancial reporting;
�%�� Board composition and accountability to Shareholders;
�%�� risk assessment and management, including reporting, compliance, monitoring, governance and control;
�%�� responsible for �nancial statements; and
�%�� other matters having material effects on the Company.

These reserved powers of the Board have been adopted by the Directors to demonstrate clearly the importance 
with which the Board takes its �duciary responsibilities and as an ongoing means of measuring and monitoring the 
effectiveness of its actions.

The Portfolio Manager has the delegated power to make investment decisions on behalf of the Company within 
the framework of the investment objective and investment policy. The Board exerts oversight of the decisions of 
the Portfolio Manager both through its appointed Manager and by direct reporting at quarterly board meetings. The 
Portfolio Manager provides written reports to the Board and a representative of the Portfolio Manager is present at 
every quarterly Board meeting to present the report and answer questions from the board. In addition the Manager 
provides regular risk reporting on the Company’s investment portfolio and the Portfolio Manager at each quarterly 
Board meeting.

Voting policy on portfolio investments 
The Portfolio Manager, in the absence of explicit instructions from the Board, is empowered to exercise discretion 
in the use of the Company’s voting rights. All shareholdings are voted at all Company meetings where practicable in 
accordance with corporate governance policies, which seek to maximise shareholder value by constructive use of 
votes at company meetings and by endeavouring to use the Company’s in�uence as an investor with a principled 
approach to corporate governance.

Disclosures required under LR 9.8.4R
The Financial Conduct Authority’s Listing Rule 9.8.4R requires that the Company includes certain information 
relating to arrangements made between a controlling shareholder and the Company, waivers of Directors’ fees, and 
long-term incentive schemes in force. The Directors con�rm that there are no disclosures to be made in this regard.

Events after the Reporting Date
The Directors are not aware of any developments that might have a signi�cant effect on the operations of the 
Company in subsequent �nancial periods not already disclosed in this report or note 17 of the attached �nancial 
statements.
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Disclosure of Information to the Auditor
Each of the Directors who were members of the Board at the time of approving this Report con�rms that:

�%�� to the best of their knowledge and belief, there is no information relevant to the preparation of their report of 
which the Auditor was unaware; and 

�%�� they have taken all steps a Director might reasonably be expected to have taken to be aware of relevant audit 
information and to establish that the Auditor was aware of that information.

Fair, balanced and understandable
In assessing the overall fairness, balance and understandability of the Annual Financial Report the Board has 
performed a comprehensive review to ensure consistency and overall balance.

CORPORATE GOVERNANCE STATEMENT

Introduction
The Company has a premium listing on the London Stock Exchange and is therefore required to report on how 
the principles of the UK Corporate Governance Code (the “UK Code”) have been applied. Being an investment 
company, a number of the provisions of the UK Code are not applicable as the Company has no executive directors 
or internal operations.

The Board has considered the principles and provisions of the AIC Code. The AIC Code addresses all the principles 
and provisions set out in the UK Code, as well as setting out additional provisions on issues that are of speci�c 
relevance to the Company.

The Board considers that reporting against the principles and provisions of the AIC Code, which has been endorsed 
by the Financial Reporting Council and the Guernsey Financial Services Commission, provides more information 
to stakeholders. The AIC Code is available on the AIC website www.theaic.co.uk. It includes an explanation of how 
the AIC Code adapts the principles and provisions set out in the UK Code to make them relevant to investment 
companies.

The Company has complied with all the principles and provisions of the AIC Code during the year ended 30 
September 2020. 

Set out below is where stakeholders can �nd further information within the Annual Financial Report about how the 
Company has complied with the various Principles and Provisions of the AIC Code.

1. Board Leadership and Purpose
Purpose 1
Strategy 21
Values and culture 31
Shareholder Engagement 18
Stakeholder Engagement 18

2. Division of Responsibilities
Director Independence 31
Board meetings 33
Relationship with the Portfolio Manager 32-35
Management Engagement Committee 32

3. Composition, Succession and Evaluation
Remuneration and Nomination Committee 32
Director re-election 31
Use of an external search agency n/a1

Board evaluation 32
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4. Audit, Risk and Internal Control
Audit Committee 32
Emerging and principal risks 16
Risk management and internal control systems 37
Going concern statement 23
Viability statement 24

5. Remuneration 
Directors’ Remuneration Report  41

1 The Company did not appoint any new Directors during the year.

The Directors’ Report was approved by the Board of Directors on 17 December 2020 and signed on its behalf by:

Andrew Chapman
Chairman
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BOARD AND COMMITTEES

Values and Culture
Since its inception the Board of Directors of the Company has upheld the values on which it was founded. The 
Directors recognise the purpose of the Company to deliver high and sustainable returns to Shareholders. Delivery of 
the investment objective has been achieved throughout its history through both investment capability and long held 
values that centre around diversi�cation, innovation, adaptation and integrity.

These values are underpinned by the culture the Board demonstrates in the way in which the Directors interact 
with each other and with the Company’s service providers. In particular, openness, challenge and respect are 
encouraged as key to developing and implementing the strategies that will deliver the Company’s objective.

The Board
The Board currently consists of four non-executive directors all of whom were appointed on 2 October 2014 (date 
of incorporation). The Directors are:

�%�� Andrew Chapman (Independent non-executive Chairman)
�%�� Ian Burns (Senior Independent non-executive Director and Chairman of the Audit Committee)
�%�� Trudi Clark (Independent non-executive Director, Chairman of the Remuneration and Nomination Committee 

and Management Engagement Committee)
�%�� Mark Hodgson (Non-executive Director)

The Board is chaired by Andrew Chapman, who is independent of the Manager and Portfolio Manager at the time 
of his appointment and remains so. The Chairman is responsible for the leadership of the Board and ensuring its 
effectiveness in all aspects of its role.

Ian Burns has been appointed as the Senior Independent Director and provides assistance to the Chairman and 
serves as an intermediary for the other Directors where necessary.

The Chairman and all Directors, with the exception of Mark Hodgson, are considered independent of the Manager 
and the Portfolio Manager. Mark Hodgson, who is independent of the Portfolio Manager, is the Managing Director 
of the Manager and is therefore not regarded as independent. 

The opinion of the other Directors is that Mark Hodgson provides considerable and complementary expertise to the 
Board, particularly in the area of risk management, in which the Manager has a signi�cant presence. 

The Board reviews the independence of all Directors annually. 

Directors have agreed letters of appointment with the Company. No Director has a service contract with the Company 
and Directors’ appointments may be terminated at any time by one month’s written notice with no compensation 
payable at termination upon leaving of�ce for whatever reason.

Directors’ re-election
As required by the AIC Code, all Directors stand for re-election by Shareholders annually, the next occasion being 
at the AGM to be held on 2 March 2021. 

Please refer to pages 25 and 26 for biographies of each Director which demonstrates their professional knowledge 
and breadth of investment, accounting, banking and professional experience. The Board considers that there is a 
balance of skills and experience within the Board and each of the Directors contributes effectively.

Board diversity
The Board is made up of three male Directors and one female Director. The Board has due regard for the bene�ts 
of experience and diversity in its membership, including gender, and strives to meet the right balance of individuals 
who have the knowledge and skillset to maximise Shareholder return while mitigating the risk exposure of the 
Company. 

The Board supports the recommendations of the Davies Report and believes in and values the importance of 
diversity, including gender, to the effective functioning of the Board. The Board, however, does not consider it 
appropriate or in the interest of the Company and its Shareholders to set prescriptive targets for gender or other 
diversity on the Board. 
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Tenure policy
The Board has adopted a policy on the tenure of its independent Directors that aligns with the AIC Code of Corporate 
Governance and none of the three independent Directors, including the Chairman of the Board will serve for more 
than nine years. The Board has thus adopted a staged succession plan that maintains a balance between the strength 
added through continuity and experience as well as the bene�ts of new members bringing fresh perspectives. The 
Board will continue to assess annually each Board members independence.

The Board considers that boards of investment companies are more likely to bene�t from a long association with a 
company in that they will experience a number of investment cycles. 

Committees
The Board has established three committees, the Audit Committee, the Management Engagement Committee and 
the Remuneration and Nomination Committee. All the independent directors, namely Andrew Chapman, Ian Burns 
and Trudi Clark have been appointed to all Committees.

Each committee operates within clearly de�ned terms of reference and duties. The terms of reference for each 
Committee have been approved by the Board and are available in full on the Company’s website, https://microcap.
riverandmercantile.com.

Audit Committee
The Audit Committee membership comprises all of the Directors with the exception of Mark Hodgson and is chaired 
by Ian Burns. The Chairman is a member of the Committee but he does not chair it. His membership of the Audit 
Committee is considered appropriate given his extensive knowledge of the �nancial services industry. 

The report on the role and activities of this Committee and its relationship with the external auditors is set out in the 
Report of the Audit Committee on page 38.

Management Engagement Committee
Trudi Clark is the Chair of the Management Engagement Committee. The Management Engagement Committee 
membership comprises all of the Directors with the exception of Mark Hodgson.

The Management Engagement Committee carries out its review of the Company’s advisers through consideration 
of a number of objective and subjective criteria and through a review of the terms and conditions of the advisers’ 
appointments with the aim of evaluating performance, identifying any weaknesses and ensuring value for money 
for the Company’s Shareholders. In September 2020, the Management Engagement Committee formally reviewed 
the performance of the Portfolio Manager and other key service providers to the Company. During this review, no 
material weaknesses were identi�ed. Overall the Management Engagement Committee con�rmed its satisfaction 
with the services and advice received.  

Remuneration and Nomination Committee
Trudi Clark is the Chair of the Remuneration and Nomination Committee. The Remuneration and Nomination 
Committee membership comprises all of the Directors with the exception of Mark Hodgson.

Board and Committee evaluation
The Remuneration and Nomination Committee performs an annual internal evaluation of the Board, its Committees 
and each Director, this was last undertaken in September 2020. 

The Chair of the Committee reviewed and discussed various areas, including investment matters, strategy, 
Shareholder value, governance, and the process and style of meetings. In addition, the Committee reviewed the 
performance of the Chairman in his role and evaluated all the Directors’ personal contributions. It was concluded 
that all Directors had a good understanding of the investments and markets and felt well prepared and able to 
participate fully at Board meetings. It was agreed that Board meetings were effective and all relevant topics were 
fully discussed, with the Board having a good range of skills and competency. The Directors con�rmed that they 
have devoted suf�cient time, as considered necessary, to the matters of the Company.
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Succession plan
The Board’s succession plan seeks to ensure that the Board is well balanced and will be refreshed from time to time 
by the appointment of new Directors with the skills and experience necessary to replace those lost by Directors’ 
retirements and meet future requirements. 

All directors have served on the Board since the launch of the Company and Mr Burns is retiring as part of the 
staged succession plan that will ensure no independent non-executive director serves on the Board for longer than 
nine years.

The Remuneration and Nomination Committee is committed to ensuring that any vacancies arising are �lled by the 
most quali�ed candidates who have complementary skills or who possess the skills and experience which �ll any 
gaps in the Board’s knowledge or experience. 

In accordance with the succession plan, during the year the Remuneration and Nomination Committee engaged 
OSA Recruitment to identify a suitably quali�ed and experienced director to join the board who can assume the role 
of audit committee chairman on the retirement of Mr Burns. A further announcement will be made early in 2021. OSA 
Recruitment have no connections to the Company or its Directors.

Board meetings
The Board meets regularly throughout the year and a representative of the Manager and the Portfolio Manager is in 
attendance at all times when the Board meets to review the performance of the Company’s investments.

The Portfolio Manager and Manager together with the Company Secretary ensure that all Directors receive, in 
a timely manner, all relevant management, regulatory and �nancial information relating to the Company and its 
portfolio of investments.The Chairman encourages open debate to foster a supportive and co-operative approach 
for all participants.

The Board applies its primary focus on the following:

�%�� investment performance, ensuring that investment objectives and strategy of the Company are met;
�%�� ensuring investment holdings are in line with the Company’s investment restrictions; 
�%�� review and monitoring �nancial risk management, operating cash �ows and budgets of the Company; and
�%�� review and monitoring of the key risks to which the Company is exposed as set out in the Strategic Report.

At each relevant meeting the Board undertakes reviews of key investment and �nancial data, transactions and 
performance comparisons, share price and NAV performance, marketing and Shareholder communication strategies, 
peer group information and industry issues.

The Board considers the Company’s investment objectives, their continuing relevance and whether the investment 
policy continues to meet those Company’s investment objectives. The Board believes that the overall strategy of 
the Company remains appropriate.

Attendance at scheduled meetings of the Board and its committees 

Board Audit 
Committee

Management
Engagement
Committee 

Remuneration 
and 

Nomination
Committee 

Number of meetings during the 
year ended 30 September 2020 7 5 2 2

Andrew Chapman 61 5 2 2

Ian Burns 7 5 2 2

Trudi Clark 7 5 2 2

Mark Hodgson 7 n/a n/a n/a

1 Andrew Chapman was unable to attend the 20 January 2020 ad hoc board meeting to approve the 2019 annual report due to illness.
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Service providers
The Company has appointed Carne Global AIFM Solutions (C.I.) Limited (the “Manager”) to act as the Company’s 
Alternative Investment Fund Manager (“AIFM”). The Manager has delegated portfolio management of the Company’s 
investment portfolio to the Portfolio Manager. The Board will actively and continuously supervise both the Manager 
and the Portfolio Manager in the performance of their respective functions.

The Company has appointed BNP Paribas Securities Services S.C.A., Guernsey Branch (the “Administrator”) to 
provide administration, custodian and company secretarial services.  
Each of these contracts was entered into after full and proper consideration by the Board of the quality and cost 
of services offered, including the control systems in operation in so far as they relate to the affairs of the Company.

The Board receives and considers reports regularly from both the Portfolio Manager and the Manager, with ad 
hoc reports and information supplied to the Board as required. The Portfolio Manager complies with the Company 
investment limits and risk diversi�cation policies and has systems in place to monitor cash �ow and the liquidity 
risk of the Company. The Manager, Portfolio Manager and the Administrator also ensure that all Directors receive, 
in a timely manner, all relevant management, regulatory and �nancial information. Representatives of the Manager, 
Portfolio Manager and Administrator attend each Board meeting as required, enabling the Directors to probe further 
on matters of concern. 

The Directors have access to the advice and service of the corporate Company Secretary through its appointed 
representative who is responsible to the Board for ensuring that Board procedures are followed and that applicable 
rules and regulations are complied with. The Board, the Manager, Portfolio Manager and the Administrator operate 
in a supportive, co-operative and open environment and the Board will actively and continuously supervise both the 
Manager, Portfolio Manager and Administrator in the performance of their respective functions.

Performance of the Portfolio Manager
The Board reviews on an ongoing basis the performance of the Portfolio Manager and considers whether the 
investment strategy adopted is likely to achieve the Company’s investment objective.

Having formally appraised the performance, investment strategy and resources of the Portfolio Manager, the 
Board has unanimously agreed that the interests of the Shareholders as a whole are best served by the continuing 
appointment of the Portfolio Manager on the terms agreed. 

The Board believes that the portfolio management fees are competitive with other investment companies with similar 
investment mandates. The key terms of the Investment Management agreement and the portfolio management fee 
charged by the Portfolio Manager are set out in note 4. 

Shareholder communications
The main method of communication with Shareholders is through the Half-Yearly and Annual Financial Report which 
aims to give Shareholders a clear and transparent understanding of the Company’s objectives, strategy and results. 
This information is supplemented by the publication of the daily NAVs of the Company’s Ordinary Shares on the 
London Stock Exchange via a Regulatory Information Service. 

The Company’s website, https://microcap.riverandmercantile.com, is regularly updated with monthly factsheets and 
provides further information about the Company, including the Company’s �nancial reports and announcements. The 
maintenance and integrity of the Company website is the responsibility of the Directors, which has been delegated 
to the Portfolio Manager; the work carried out by the auditors does not involve consideration of these matters 
and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the �nancial 
statements since they were initially presented on the website. Legislation in Guernsey governing the preparation 
and dissemination of �nancial statements may differ from legislation in other jurisdictions. 

Information published on the internet is accessible in many countries with different legal requirements relating to 
the preparation and dissemination of �nancial statements and users of the Company’s website are responsible for 
informing themselves of how the requirements in their own countries may differ from those of Guernsey.
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The Board believes that the AGM provides an appropriate forum for investors to communicate with the Board, and 
encourages participation. The AGM will be attended by at least the Chairman of the Audit Committee. There is an 
opportunity for individual Shareholders to question the Directors at the AGM. The Directors welcome the views of 
all Shareholders and place considerable importance upon them. 

In addition to the Annual General Meeting and the monthly publication of factsheets, the Board requires its Corporate 
Broker to maintain regular contact with shareholders, to co-ordinate and facilitate meetings between shareholders 
and the Portfolio Manager and to report back to the Board the views of investors expressed at those meetings. The 
Chairman is always willing to meet with shareholders to discuss any questions or issues they might have about the 
Company.

Other communications
All substantive communications regarding any major corporate issues are discussed by the Board taking into 
account representations from the Manager, Portfolio Manager, the Auditor, legal advisers, Corporate Brokers and 
the Company Secretary.
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AIFMD REPORT

Alternative Investment Fund Manager Directive (“AIFMD”)
The Company (which is a non-EU AIF for the purposes of the AIFM Directive and related regimes in EEA member 
states) has appointed the Manager to act as its Alternative Investment Fund Manager (“AIFM”). The Manager is 
authorised by the Jersey Financial Services Commission to act as an AIFM on behalf of alternative investment funds 
(“AIFs”) in accordance with the Financial Services (Jersey) Law 1998.

The Company is registered with the Guernsey Financial Services Commission, being the Company’s competent 
regulatory authority, as a non-EU Alternative Investment Fund (AIF), and the AIFM has registered with the UK 
Financial Conduct Authority, under their relevant national private placement regime. 

The AIFM has delegated portfolio management of the Company’s investment portfolio to the Portfolio Manager and 
the Board actively and continuously supervises both the AIFM and the Portfolio Manager in the performance of their 
respective functions.

As the Company and the AIFM are Non-EU domiciled no depositary has been appointed in line with AIFMD. However, 
BNP Paribas Securities Services S.C.A., Guernsey Branch has been appointed to act as custodian.

The current risk pro�le of the Company and the risk management systems employed by the AIFM to manage 
those risks
Information relating to the current risk pro�le of the Company and the risk management systems employed by the 
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STATEMENT OF COMPREHENSIVE INCOME

For the year from 1 October 2019 to 30 September 2020

Year ended 

30 September 

2020

Year ended 

30 September 

2019

Notes £ £

Income

Investment income 3 1,100,172 1,177,507

Net gain/(loss) on financial assets designated at fair value 
through profit or loss 8 8,904,203 (19,739,019)

Foreign exchange gains - 10,026   

Total income/(loss) 10,004,375 (18,551,486)

Expenses

Portfolio performance fees (expense)/recovery 4 (1,046,428) 1,210,297

Portfolio management fees 4 (651,766) (668,888)

Operating expenses 5 (499,421) (566,330)

Finance costs 15 (4,521) (24,726)

Foreign exchange losses (7,520) -

Total expenses (2,209,656) (49,647)

Profit/(loss) before taxation 7,794,719 (18,601,133)

Taxation - -

Profit/(loss) after taxation and total comprehensive 

income/(loss)

7,794,719 (18,601,133)

Basic and diluted earnings/(loss) per Ordinary Share 13 0.1678 (0.4005)

The Company has no items of other comprehensive income, and therefore the profit/(loss) after taxation for the year 
is also the total comprehensive income/(loss).

All items in the above statement are derived from continuing operations. No operations were acquired or discontinued 
during the year.

The notes on pages 52 to 68 form an integral part of these financial statements.
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STATEMENT OF FINANCIAL POSITION

As at 30 September 2020

30 September 

2020

30 September 

2019

Notes £ £

Non-current assets

Financial assets designated at fair 
value through profit or loss 8 92,934,986 81,386,681

Current assets

Cash and cash equivalents 3,929,910 6,543,864

Trade receivables - securities sold awaiting settlement 73,663 36,862

Other receivables and prepayments 7 73,083 202,078

Total current assets 4,076,656 6,782,804

Total assets 97,011,642         88,169,485

Current liabilities

Trade payables – securities purchased awaiting settlement (104,945) (108,088)

Other payables and accruals 10 (1,293,784) (243,203)

Total current liabilities (1,398,729) (351,291)

Total liabilities (1,398,729) (351,291)

Net assets 95,612,913 87,818,194         

Capital and reserves

Stated capital 12 - -           

Share premium 12 28,391,852 28,391,852

Retained earnings 67,221,061           59,426,342

Equity Shareholders’ funds 95,612,913          87,818,194

The financial statements on pages 48 to 68 were approved and authorised for issue by the Board of Directors on 17 
December 2020 and signed on its behalf by:    

Andrew Chapman Ian Burns

Chairman Audit Committee Chairman

The notes on pages 52 to 68 form an integral part of these financial statements.
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the year ended 30 September 2020

Stated 

capital

Share 

premium

Retained 

earnings Total

£ £ £ £

Opening equity Shareholders’ 

funds at 1 October 2019 - 28,391,852 59,426,342 87,818,194

Total comprehensive income for the year - - 7,794,719 7,794,719

Closing equity Shareholders’ 

funds at 30 September 2020 - 28,391,852 67,221,061 95,612,913

For the year ended 30 September 2019

Stated 

capital

Share 

premium

Retained 

earnings Total

£ £ £ £

Opening equity Shareholders’ 

funds at 1 October 2018 - 28,391,852 78,027,475 106,419,327

Total comprehensive loss for the year - - (18,601,133) (18,601,133)

Closing equity Shareholders’ 

funds at 30 September 2019 - 28,391,852 59,426,342 87,818,194

The notes on pages 52 to 68 form an integral part of these financial statements.
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STATEMENT OF CASH FLOWS  
For the year ended 30 September 2020

Year ended 

30 September 

2020

Year ended 

30 September 

2019

Notes £ £

Cash flow from operating activities

Profit/(loss) after taxation and total comprehensive (loss)/income 
for the year 7,794,719 (18,601,133)

Adjustments to reconcile profit/(loss) after taxation to net cash flows:

 - Realised gain on financial assets designated 
at fair value through profit or loss 8 (2,344,487) (3,689,629)

 - Unrealised (gain)/loss on financial assets 
designated at fair value through profit or loss 8 (6,559,716) 23,428,648

Purchase of financial assets designated at fair value through  
profit or loss1 8 (32,221,333) (26,431,000)

Proceeds from sale of financial assets designated at fair  
value through profit or loss2 8 29,537,287 28,423,201

Changes in working capital

Decrease/(increase) in other receivables and prepayments 7 128,995 (80,441)

Increase/(decrease) in other payables 10 1,050,581 (1,180,097)                

Net cash (used in)/from operating activities (2,613,954) 1,869,549

Net (decrease)/increase in cash and cash equivalents in the year (2,613,954) 1,869,549

Cash and cash equivalents at the beginning of the year 6,543,864 4,674,315

Cash and cash equivalents at the end of the year 3,929,910 6,543,864

1 - Payables outstanding at 30 September 2020 relating to purchases of financial assets designated at fair value through profit amounted to 
£104,945 (30 September 2019: £108,088).

2 - Receivables outstanding at 30 September 2020 relating to sales of financial assets designated at fair value through profit amounted to £73,663 
(30 September 2019: £36,862).

The notes on pages 52 to 68 form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. General information

The Company was incorporated as a non-cellular company with liability limited by shares in Guernsey under The 
Companies (Guernsey) Law, 2008 (the “Companies Law”) on 2 October 2014. It listed its Ordinary Shares on the 
Premium Segment of the Official List as maintained by the FCA and was admitted to trading on the Main Market of 
the London Stock Exchange on 2 December 2014.

The Company has been registered by the GFSC as a registered closed-ended collective investment scheme 
pursuant to the Protection of Investors (Bailiwick of Guernsey) Law, 1987, as amended, and the RCIS Rules 2018. 
The Company registered number is 59106.

The Company’s registered address is BNP Paribas House, St Julian’s Avenue, St Peter Port, Guernsey, GY1 1WA.

2. Accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

a) Statement of Compliance

The financial statements have been prepared in accordance with the Companies Law and with International 
Financial Reporting Standards (“IFRS”) which comprise standards and interpretations approved by the International 
Accounting Standards Board (“IASB”), and interpretations issued by the IFRS Interpretations Committee (“IFRIC”) 
as approved by the International Accounting Standards Committee (“IASC”) which remain in effect. The financial 
statements give a true and fair view of the Company’s affairs and comply with the requirements of the Companies 
Law.

The financial statements have been prepared under a going concern basis. The Directors are satisfied that, at the 
time of approving the financial statements, no material uncertainties exist that may cast significant doubt concerning 
the Company’s ability to continue for the foreseeable future. The Directors consider it appropriate to adopt the going 
concern basis in preparing the financial statements.  

b) Basis of measurement

These financial statements have been prepared on a historical cost basis adjusted to take account of the revaluation 
of financial assets designated at fair value through profit or loss.

c) Functional and presentation currency

The Company’s functional currency is Pounds Sterling, which is the currency of the primary economic environment 
in which it operates. The Company’s performance is evaluated and its liquidity is managed in Pounds Sterling. 
Pounds Sterling is therefore considered as the currency that most faithfully represents the economic effects of the 
underlying transactions, events and conditions. The financial statements are presented in Pounds Sterling.

d) Critical accounting assumptions, estimates and judgements

The preparation of the financial statements in conformity with IFRS, requires the Company to make judgements, 
estimates and assumptions that affect items reported in the Statement of Financial Position and Statement of 
Comprehensive Income and the disclosure of contingent assets and liabilities at the date of the financial statements. 
It also requires management to exercise its judgement in the process of applying the Company’s accounting policies. 
Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to 
the carrying amount of assets or liabilities affected in future periods.

The Directors have used their judgement to determine that the functional currency is Pounds Sterling (refer to note 
2.1 (c) above) and that all financial assets designated at fair value through profit or loss are traded within an active 
market (note 2.3(c) below). 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies (continued)

2.1 Basis of preparation (continued)

e) New standards, amendments and interpretations

The Company applies for the first time IFRS 16 – Leases and IFRIC 23 – Uncertainty over Income Tax Treatments, 
which became effective on 1 January 2019. The Company does not participate in leasing arrangements and the 
Directors have determined that, as at 30 September 2020, the Company has no uncertain tax positions that would 
be disclosed under IFRIC 23 – Uncertainty over Income Tax Treatments. Accordingly, the application of IFRS 16 
– Leases and IFRIC 23 – Uncertainty over Income Tax Treatments, respectively, do not have an impact on the 
Company’s financial statements. 

During the year, a number of other new standards, amendments and interpretations became applicable for the 
current reporting period which are not relevant to the Company’s operations.

There are a number of new standards, amendments and interpretations to existing standards that will become 
effective in future accounting periods that have not been adopted by the Company.

2.2 Foreign currency translations

Foreign exchange gains and losses resulting from the settlement of transactions in foreign currencies and from the 
translation of monetary assets and liabilities at year end exchange rates to Pounds Sterling are recognised in the 
Statement of Comprehensive Income as foreign exchange gains/(losses). 

Non-monetary items such as financial assets designated at fair value through profit or loss measured at fair value 
in a foreign currency, are translated using exchange rates at the Statement of Financial Position date when the fair 
value was determined. Effects of exchange rate changes on non-monetary items measured at fair value on a foreign 
currency are recorded as part of the fair value gain or loss. 

As at 30 September 2020 all financial assets designated at fair value through profit or loss are held in Pounds 
Sterling.

2.3 Financial instruments

Financial Assets 

a) Classification

The Company classifies its investments in equity securities as financial assets designated at fair value through profit 
or loss as they are held for investment purposes. These financial assets are managed, and their performance is 
evaluated on a fair value basis in accordance with the Company’s documented investment strategy. The Company’s 
policy requires the Portfolio Manager and the Board of Directors to evaluate the information about these financial 
assets on a fair value basis together with other related financial information. Furthermore, these financial assets do 
not possess contractual cash flows. 

Financial assets also include cash and cash equivalents as well as trade receivables and other receivables which 
are classified at amortised cost using the effective interest rate method.

b) Recognition, measurement and derecognition

Purchases and sales of investments are recognised on the trade date – the date on which the Company commits to 
purchase or sell the investment. Financial assets designated at fair value through profit or loss are measured initially 
at fair value. Transaction costs are expensed as incurred and movements in fair value are recorded in the Statement 
of Comprehensive Income. Subsequent to initial recognition, all financial assets designated at fair value through 
profit or loss are measured at fair value.

Cash and cash equivalents, trade receivables, other receivables and prepayments are classified at amortised cost. 
These financial assets are initially recognised at fair value plus transaction costs and subsequently measured at 
amortised cost.

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or the 
Company has transferred substantially all risks and rewards of ownership.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies (continued)

2.3 Financial instruments (continued)

Financial Assets (continued)

c) Fair value estimation 

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. 

As at 30 September 2020, the Company held investments in a diversified portfolio of UK micro cap companies, 
typically comprising companies with a free float market capitalisation of less than £100 million at the time of purchase, 
whose securities are admitted to trading on AIM or the main market of the London Stock Exchange. Investments are 
valued at fair value, which are quoted bid prices for investments traded in active markets. 

The Directors determined that an active market exists based on the frequency and volume of transactions of each 
asset. As all the Company’s financial assets are quoted securities which are traded in active markets as at 30 
September 2020, in the opinion of the Directors, the quoted price for the financial assets as at 30 September 2020 
is representative of fair value. 

d) Valuation process

The Directors are in ongoing communications with the Portfolio Manager and hold meetings on a timely basis to 
discuss performance of the investment portfolio and the valuation methodology and in addition review monthly 
investment performance reports. 

The Directors analyse the investment portfolio in terms of both investment mix and fair value hierarchy and consider 
the impact of general credit conditions and/or events that occur in the global corporate environments which may 
impact the economic conditions in the UK and ultimately on the valuation of the investment portfolio. 

Financial liabilities

a) Classification

Securities purchased awaiting settlement represent payables for investments that have been contracted for but 
not yet settled or delivered on 30 September 2020. Financial liabilities include amounts due to brokers and other 
payables which are held at amortised cost using the effective interest rate method.

b) Recognition, measurement and derecognition

Financial liabilities are recognised initially at fair value, net of transaction costs incurred and are subsequently carried 
at amortised cost using the effective interest rate method. Financial liabilities are derecognised when the obligation 
specified in the contract is discharged, cancelled or expires.

2.4 Investment income

Dividends receivable on equity shares are recognised as revenue for the period on an ex-dividend basis and net 
of withholding taxes, as the withholding taxes are deducted at source and are not a tax on profits. Interest income 
and expenses are recognised in the Statement of Comprehensive Income using the effective interest rate method.

2.5 Expenses

Expenses are recognised on an accruals basis and are recognised in the Statement of Comprehensive Income.

2.6 Cash and cash equivalents

Cash includes cash at bank. Cash equivalents are short term, highly liquid investments with original maturities of 
three months or less that are readily convertible to known amounts of cash and are subject to an insignificant risk 
of changes in value.

2.7 Trade receivables and trade payables

Trade receivables and payables represent securities sold and securities purchased, respectively, that have been 
contracted for but not yet settled or delivered on the Statement of Financial Position date.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies (continued) 

2.7 Trade receivables and trade payables (continued)

These amounts are recognised initially at fair value and subsequently measured at amortised cost. At each period 
end, the Company measures the loss allowance on trade receivables at an amount equal to the lifetime expected 
credit losses if the credit risk has increased significantly since initial recognition. If, the credit risk has not increased 
significantly since initial recognition, the Company will measure the loss allowance at an amount equal to 12-month 
expected credit losses.

Significant financial difficulties of the broker, probability that the broker will enter bankruptcy or financial reorganisation 
and default in payments are all considered indicators that a loss allowance may be required. A significant increase in 
credit risk is defined by the Directors as any contractual payment which is more than 30 days past due. 

2.8 Segmental reporting

The Directors view the operations of the Company as one operating segment, being investment in UK micro cap 
companies. All significant operating decisions are based upon analysis of the Company’s investments as one 
segment. The financial results from this segment are equivalent to the financial results of the Company as a whole, 
which are evaluated regularly by the chief operating decision-maker (the Board with insight from the Portfolio 
Manager).

2.9 Contingent liabilities and provisions

A contingent liability is a possible obligation depending on whether some uncertain future event occurs; or a present 
obligation but payment is not probable or the amount cannot be measured reliably. A provision is recognised when:

- the Company has a present legal or constructive obligation as a result of past events; 
- it is probable that an outflow of resources will be required to settle the obligation; and
- the amount has been reliably estimated.

2.10 Taxation

The Company has applied for and been granted exemption from liability to income tax in Guernsey under the 
Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989 as amended by the Director of Income Tax in Guernsey 
for the current period. Exemption must be applied for annually and will be granted, subject to the payment of an 
annual fee, which is currently fixed at £1,200 per applicant, provided the Company qualifies under the applicable 
legislation for exemption. 

It is the intention of the Directors to conduct the affairs of the Company so as to ensure that it continues to qualify 
for exempt company status for the purposes of Guernsey taxation.

2.11 Stated capital

Ordinary Shares are classified as equity in accordance with IAS 32 – “Financial Instruments: Presentation” as 
these instruments include no contractual obligation to deliver cash and the Company is not obligated to apply the 
redemption mechanism.

Costs directly attributable to the issue of new Ordinary Shares and redemption of existing Ordinary Shares are 
shown in equity as a deduction from the proceeds.

Please refer to note 12 for details regarding the redemption mechanism of Ordinary Shares.

2.12 Capital risk management

The Board defines capital as financial resources available to the Company. The Company’s capital as at 30 
September 2020 comprises its stated capital, share premium and retained earnings at a total of £95,612,913 (2019: 
£87,818,194).

The Company’s objectives when managing capital are to: 

- safeguard the Company’s ability to continue as a going concern; 
- provide returns for Shareholders; and 
- maintain an optimal capital structure to minimise the cost of capital.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies (continued) 

2.12 Capital risk management (continued)

The Board monitors the capital adequacy of the Company on an on-going basis and all three of the Company’s 
objectives regarding capital management have been met. The Company has no imposed capital requirements.

3. Investment income

Year ended 

30 September 

2020

Year ended 

30 September 

2019

£ £

Dividend income1 1,095,656 1,156,888

Bank interest 4,516 20,619

Total investment income 1,100,172 1,177,507

1 Net of withholding taxes of £174,716 (2019: £139,155).

4. Portfolio management and performance fees

On 3 November 2014, the Company signed an Investment Management agreement with the Manager and the 
Portfolio Manager, whereby the Manager delegated to the Portfolio Manager overall responsibility for the discretionary 
management of the Company assets in accordance with the Company’s investment objective and policy. 

The Manager or the Portfolio Manager may voluntarily terminate the Investment Management agreement by 
providing six months’ notice in writing. The Manager’s power to terminate the appointment of the Portfolio Manager 
under the Investment Management agreement may only be exercised under the direction of the Board and the 
Manager has agreed to comply with the instructions of the Board as regards to any proposed termination of the 
Portfolio Manager’s appointment. 

Under the agreement, the Portfolio Manager is entitled to receive a base fee and performance fee. The Portfolio 
Manager base fee is payable monthly in arrears at a rate of one-twelfth of 0.75% of NAV. During the year ended 30 
September 2020, the Company incurred management fees expense of £651,766 (30 September 2019: £668,888).

A performance fee equal to 15% of the amount by which the Company’s NAV outperforms the total return on the 
benchmark (being Numis Smaller Companies plus AIM (excluding Investment Companies) total return index) over a 
performance period will be payable to the Portfolio Manager upon a redemption. 

The performance period is the period between two redemptions, being the first business day after the calculation 
date, (referable to the earlier redemption (opening date)), and the end day of the calculation date (referable to the 
later redemption (closing date)). The first opening date was the date of admission and in circumstances in which 
a performance fee may be payable upon termination of this Agreement, the final closing date shall be the date in 
which the agreement is terminated. The calculation date is the date determined by the Board for the calculation of 
the price to be paid on any particular exercise of the redemption mechanism.
 
The performance fee is only paid when the Company implements the redemption mechanism as detailed in note 12.

During the year ended 30 September 2020, the Company recognised performance fees expense of £1,046,428 
(during the year ended 30 September 2019, the Company recognised the reversal of the performance fees accrued 
as at 30 September 2018 of £1,210,297 as the Company’s NAV total return performance was below the benchmark). 

As at 30 September 2020, performance fees accrued were £1,046,428 (30 September 2019: £nil) as the Company’s 
NAV total return is currently outperforming the benchmark. No performance fees were paid during the period (30 
September 2019: £nil) as there has not been a redemption. Please refer to the Financial Highlights and Performance 
Summary for details of the Company’s previous redemptions on page 4.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5. Operating expenses
Year ended 

30 September 

2020

Year ended 

30 September 

2019

£ £

Administration fees 128,639 128,417

Directors’ fees 119,918 120,000

AIFM fees 54,192 54,000

Audit fees 52,798 45,000

Transaction fees 42,977 32,852

Broker fees 38,707 40,000

Custody fees 20,599 17,953

Non-audit fees 19,135 18,400

Registrar fees 16,569 18,214

Legal and professional fees 6,670 13,359

Sundry expenses (783) 78,135

Total operating expenses 499,421 566,330

Non-audit fees

Non-audit fees incurred during the year ended 30 September 2020 relating to interim review services amounted to 
£19,135 (2019: £18,400). Non-audit fees payable as at 30 September 2020 were £nil (30 September 2019: £nil).

AIFM fee

On 21 October 2014, the Company signed an AIFM agreement with the Manager to act as the Company’s AIFM. 
Under that agreement, the Manager was entitled to an annual fixed fee of £54,000 which was increased to £58,000 
per annum effective 1 September 2020 when the Company signed an amended agreement. All other provisions of the 
AIFM agreement dated 21 October 2014 remained the same.

The annual fixed fee is paid quarterly in arrears. AIFM fees payable as at 30 September 2020 were £13,574 (30 
September 2019: £13,611). The AIFM agreement can be terminated by either the Company or the Manager by giving 
the other not less than ninety days’ written notice or on immediate notice on the occurrence of certain “cause” events.

Custody fee

On 21 October 2014, the Company signed a Global Custody Agreement with the Manager and the Administrator, 
whereby the Company appointed the Administrator to carry out custodian services. In its role as custodian, the 
Administrator is entitled to a fee payable by the Company on a transaction by transaction and ad-valorem fee basis. 
Custody fees payable as at 30 September 2020 were £1,096 (30 September 2019: £955).

Registrar fee

With effect from 19 March 2018, the Company’s Registrar has been Computershare Investor Services (Guernsey) 
Limited. The registrar is entitled to an annual maintenance fee plus disbursements.

Administration fee 

On 21 October 2014, the Company signed an agreement with the Administrator to provide administrative, compliance 
oversight and company secretarial services to the Company. Under the administration agreement, the Administrator 
will be entitled to a minimum annual fixed fee for fund administration services, company secretarial and compliance 
services. These fees are paid monthly in arrears. Ad hoc other administration services are chargeable on a time cost 
basis. In addition, the Company will reimburse the Administrator for any out of pocket expenses. Administration fees 
payable as at 30 September 2020 were £10,926 (30 September 2019: £20,706).

Broker fee

On 1 August 2018, the Company announced it had appointed Cantor Fitzgerald Europe (“Cantor Fitzgerald”), to 
provide corporate stockbroker and financial adviser services to the Company as the Company’s sole broker. Under 
the agreement, Cantor Fitzgerald was entitled to a fee payable by the Company of £40,000 per annum payable 
quarterly in arrears. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5. Operating expenses (continued)

Broker fee (continued)

On 1 July 2020, the Company announced it had appointed Nplus1 Singer Advisory LLP (“N+1 Singer”), to provide 
corporate stockbroker and financial adviser services to the Company, as the Company’s sole broker, following 
Cantor Fitzgerald’s withdrawal from providing corporate broker services in this area of the UK market. Under the 
agreement, N+1 Singer is entitled to a fee payable by the Company of £40,000 per annum payable quarterly in 
advance. 

In addition, N+1 Singer is entitled to a one-off bonus fee contingent upon the average daily discount over the 
three months to 31 December 2021. The bonus will be payable to N+1 Singer only if the Company’s average daily 
discount will be no greater than 8% during this period; with a maximum bonus payable to N+1 Singer of £11,800 per 
annum, should the Company’s shares be trading at a premium during this period, reduced accordingly if the average 
daily discount lies between 8% and 0% during this period.

Total broker fees incurred during the year were £38,707 (30 September 2019: £40,000). Broker fees payable as at 
30 September 2020 were £13,333 (30 September 2019: £3,333).

6. Directors’ fees and interests

The Directors of the Company were remunerated for their services at a fee of £25,000 per annum (£40,000 for the 
Chairman) and the Chairman of the Audit Committee received an additional £5,000 for his services in this role.

The Company has no employees other than the Directors. Directors’ fees payable as at 30 September 2020 were 
£30,165 (30 September 2019: £30,000).

As at the date of approval of the Annual Financial Report, Andrew Chapman, Trudi Clark, Mark Hodgson and Ian 
Burns held 20,562, 11,445, 22,040 and 5,500 Ordinary Shares in the Company respectively. No pension contributions 
were payable in respect of any of the Directors.
   
7. Other receivables

30 September 

2020

£

30 September 

2019

£

Dividend receivable 51,480 194,378

Prepayments 6,580 6,334

Interest and other receivable 15,022 1,365

Ordinary Share receivable 1 1

Total other receivables 73,083 202,078

The Directors believe that these balances are fully recoverable and therefore have not recognised any loss allowance 
on 12-month expected credit losses. 

8. Financial assets designated at fair value through profit or loss
30 September 

2020

£

30 September 

2019

£

Financial assets designated at fair value through  

profit or loss 92,934,986 81,386,681

The Company has invested the proceeds raised from the initial Ordinary Share issue and subsequent Ordinary 
Share tap issues in a portfolio of UK micro cap companies in line with its investment strategy. These investments are 
comprised of companies whose securities are admitted to trading on the AIM, with a free float market capitalisation 
of less than £100 million at the time of purchase.

Fair value hierarchy

IFRS 13 ‘Fair Value Measurement’ requires an analysis of investments valued at fair value based on the reliability and 
significance of information used to measure their fair value.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

8. Financial assets designated at fair value through profit or loss (continued)

Fair value hierarchy (continued)

The Company categorises its financial assets according to the following fair value hierarchy detailed in IFRS 13 that 
reflects the significance of the inputs used in determining their fair values:

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: Valuation techniques based on observable inputs, either directly (i.e., as prices) or indirectly (i.e., derived 
from prices). This category includes instruments valued using: quoted market prices in active markets for similar 
instruments; quoted prices for identical or similar instruments in markets that are considered less than active; or 
other valuation techniques where all significant inputs are directly or indirectly observable from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments where 
the valuation technique includes inputs not based on observable data and the unobservable variable inputs have a 
significant effect on the instrument’s valuation. This category includes instruments that are valued based on quoted 
prices for similar instruments where significant unobservable adjustments or assumptions are required to reflect 
differences between the instruments.

Level 1 Level 2 Level 3

30 September 

2020

Total

Financial assets £ £ £ £

Financial assets designated at fair value 
through profit or loss 92,934,986 - - 92,934,986

 Level 1 Level 2 Level 3

30 September 

2019

Total

Financial assets £ £ £ £

Financial assets designated at fair value 
through profit or loss 81,386,681 - - 81,386,681

Financial assets designated at fair value through profit or loss reconciliation

The following table shows a reconciliation of all movements in the fair value of financial assets categorised within 
Level 1 to 3 between the beginning and the end of the reporting period.

30 September 2020 Level 1 Level 2 Level 3 Total

£ £ £ £

Opening valuation 81,386,681 - - 81,386,681

Purchases during the year 32,218,190 - - 32,218,190

Sales - proceeds during the year (29,574,088) - (29,574,088)

Realised gain on financial assets designated 
at fair value through profit or loss1 2,344,487 - - 2,344,487

Unrealised gain on financial assets 
designated at fair value through profit or loss2 6,559,716 - - 6,559,716

Closing valuation 92,934,986 - - 92,934,986

Total net gain on financial assets for the year 
ended 30 September 2020 8,904,203 - - 8,904,203

1 Realised gain on financial assets designated at fair value through profit or loss is made up of £10,898,127 gain and £(8,553,640) loss.
2 Unrealised gain on financial assets designated at fair value through profit or loss is made up of £20,669,693 gain and £(14,109,977) loss.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

8. Financial assets designated at fair value through profit or loss (continued)

Financial assets designated at fair value through profit or loss reconciliation (continued)

During the year ended 30 September 2020, there were no reclassifications between levels of the fair value hierarchy.

30 September 2019 Level 1 Level 2 Level 3 Total

£ £ £ £

Opening valuation 102,227,116 - - 102,227,116

Purchases during the year 26,539,088 - - 26,539,088

Sales - proceeds during the year (27,640,504) - - (27,640,504)

Realised gain on financial assets designated 
at fair value through profit or loss3 3,689,629 - - 3,689,629

Unrealised loss on financial assets designated 
at fair value through profit or loss4 (23,428,648) - - (23,428,648)

Closing valuation 81,386,681 - - 81,386,681

Total net loss on financial assets for the year 
ended 30 September 2019 (19,739,019) - - (19,739,019)

3 Realised gain on financial assets designated at fair value through profit or loss is made up of £11,956,166 gain and £(8,266,537) loss.
4 Unrealised loss on financial assets designated at fair value through profit or loss is made up of £11,314,680 gain and £(34,743,328) loss.

During the year ended 30 September 2019, there were no reclassifications between levels of the fair value hierarchy.

Please refer to note 2.3 for valuation methodology of financial assets designated at fair value through profit or loss. 

As at 30 September 2020, none of the investments held are deemed to be illiquid in nature and on this basis are not 
subject to any special arrangements.  

9. Financial risk management

The Company’s activities expose it to a variety of financial risks; market risk (including price risk, interest rate risk 
and foreign currency risk), credit risk and liquidity risk.

9.1 Market risk

a) Price risk

Price risk is the risk that the Company’s performance will be adversely affected by changes in the markets in which 
it invests. 

As at 30 September 2020, the Company held investments in a diversified portfolio of UK micro cap companies, 
comprising companies with a free float market capitalisation of less than £100 million at the time of purchase. The 
relatively small market capitalisation of micro cap companies can make the market in their shares illiquid. Therefore 
prices of UK micro cap companies are often more volatile than prices of larger capitalisation stocks, and even small 
cap companies.

While the Company does not include any specific limits placed on exposures to any industry sector, the Company 
does have investment limits and risk diversification policies in place to mitigate market and concentration risk. 
Investments limits in place include:

•	 the number of holdings in the investment portfolio will usually range from 30 to 50. 
•	 no exposure in any investee company will exceed 10% of NAV at the time of the investment.

However, any significant event which affects a specific industry sector in which the investment portfolio has a 




























