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Chrysalis (General Partner) Limited

Directors' report for the year ended 31 December 2020

The directors present thelr report and the financial statements. for the penod ended 31 December .
2020. .

Principal activities and review of busmess

The principal actlwty of the company is acting as the general partner for a l:mlted partnership, whose
principal activity is that of providing loan finance for industrial and commercial urban development
projects in the Liverpool City Region under the JESSICA (Joint European Support for Sustainable
investment in City Areas) initiative. Liverpool City Region Combined Authority owns the Loan and
provides oversight and performance management of the General Partner.

Chrysalis faces market disruption created by the Covid:19 pandemic. Chrysalis is in a strong posmon
to address the challenges this presents through robust financial risk management

" Directors

The directors who, held office durmg the year and up to the date of the signing of the accounts, were
as follows: . :

J H Gill independent Chair

C K Brown

K Groucutt -

G Millar (resigned 2 December 2020) )
R N Miller . (appointed 2 December 2020)

M Rawstron

' G J Singleton  (appointed 14 December 2020)
. G J J Tucker .

J Williamson - (appointed 2 December 2020)

Directors’ responsibilities statement

The directars are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations. .

‘Company law requires the directors to prepare financial statements for each financial year. Under

that law the directors have prepared 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 finaricial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the compary 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 copsistently;

« make judgements and accounting estimates that are reasonable and prudent;

o 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 sufﬁc:ent 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 responsuble for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention’and detection of fraud and other
irregularities.

Directors’ mdemmtles

The Company mamtams liability insurance for its dlrectors which is a qualifying third party indemnity
provision for the purposes of the Companies Act 2006.



- Chrysalis (General Partner) Limited

Directors' report for the year ended 31 December 2020 (continued)

- Small company provisions

This directors’ report has been prepared in accordance with the small Companies regime of the
" Companies Act 2006. :

By order of the board on’28 September 2021.

C K Brown
Director



Chrysalis (General Partneér) Limited

' Income Statement
for the, year ended 31 December 2020

2020

Note 2019

£ £

‘Sh\are of re5ult of Iimited partnership 15 - -
'Resutt on ordinary activities before taxation 2 - -
Taxation on result on ordinary activities 4 - -
.9 - -

Result for the ﬁnénc_ial year

All activity relates to-continuing operations.

The company has no recognised gains or losses, other than the result above and therefore no
separate statement of total recognised gains and losses has been presented.

N

There is no difference between the result on ordinary activities before taxation and the result for the

years stated above, and their historical cost equivalents.
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Chrysalis (General Partner) Limited

Balance sheet
as at 31 December 2020

Notes 2020 2019
£ £
Fixed assets
Investments ‘ ) ' "5 2 2
Curren-t assets
Debtors | ' o 6 1 1
Creditors: amounts failing due within oné year 7 , i (2) (2)
Net current assets . | o W) 4}
Total assets less current liabilities : ‘ ’ 1 . 1
Net assets - ] 4 ' . 1 ’ 1
Capitalvand reserves .
. Called up share capital . . ‘ 8 ' '1 1
Profit and loss account“ 9 o - -
Total shafeholders’ funds - ’ 10 1 BRI

For the year ended 31 December 2020 the company was entitled to exemption from audit under
section 480 of the Companies Act 2006 relating to dormant companies.

Directors’ responsibilities:

» The members have not required the company to obtain an audit of its financial statements for the
year in question in accordance with section 476; and

e The directors acknowledge their responsibilities for complying with the requirements of the
Companies Act 2006 with respect to accounting records and the preparation of accounts.

The financial statements on pages 5 to 7 were approved by the board of directors on 28 September
2021 and were signed on its behalf by: ’ .

sz

C K Brown
Director

Chrysalié (General Partner) Limited . Registered number: 07949782



Chrysalis- (General Partner) Limited

Notes to the financial statements for the period ended 31
December 2020 '

‘ Prmclpal accounting policies

A summary of the more important accountlng policies, whtch have been applied consistently is set -
out below. v

Basis of preparation

The financial statements have been prepared on a going concern basrs in acoordance with
applicable accounting standards in the United Kingdom and the Companies Act 2006 under the
“historical cost acoountmg rules. .

Cash flow

The company is exempt from the requurement of Financial Reporting Standard 1,to prepare a cash
flow statement on the grounds that it is a small company.

Taxation

" ‘Deferred taxation is provided on an undiscounted basis at the anticipated tax rates on timing
differences arising from the inclusion of items of ihcome and expenditure in taxation computations in
periods different from those in which they are included in financial statements. Liabilities are fully
provided and assets are recognised to the extent that it is more likely than not that they erI be .

-realised.

Result on ordinary activities before taxation

The company had no employees during the year.

Remuneration of directors

.The directors received no remuneratlon for therr services to, or management of, the company in the
year

Tax on results on ordinary activities '

The company has a 0.1% share of the tax losses arising in the Chrysahs Limited Partnership and no
credit anses as these cannot be utilised in the current year.

_ The tax credit differs from applying the UK corporahon tax rate of 19% to the result for the year as
" follows:

2020 2019

£ £

Result for the year o o ' - -
Tax on results on ordinary activities : ' - -

No deferred tax asset is recognised, as future utilisation of the losses is, as yet, uncertain.



Chrysalis (General Partner) Limited

Notes to the financial statements for the period ended 31

-‘December 2020 (continued)

Investments

. £
Cost ' \ |
At 31 ’Dec‘;émber 2019 and 31 _Decerinber 2020 2

The investment represents a 0.1% interest in the Chrysalis Limited‘Partnership, a partnership. The
Partnership facilitates the provision of loans originally from the Liverpool City Region Combined

Authority, through its Jessica programme for propeérty development in Merseyside, in order to

encourage the physical regeneration and economic resurgence of the Merseyside.
The directors believe that their underlying net assets support the carrying value of the investments.

Debtors

2020 2019
£ - £
Amounts falling due within one year:
Amounts owed by related under;akings 1 1
This amount is owed by the sharéﬁél;jer (see note 12) and is interest free. ,
Creditors: amounts falling due within one year
. | 2020 2019
£ £
Amounts owed to relateq undertaking (Chrysalis Limited Partnership) ‘ 2 2
The amoynt owed to Chrysalis Limited Partnership is interest free. A
Called up share capital
2020 - 2019
£ £
Allotted, called bp and fully paid
1 1 _

Ordinary shares of £1 each
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Chrysalis (Géneral Partner) Limited

Notes to the financial statements for the period end'ed 31
December 2020 (continued) '

Profit and loss account

£
Profit and loss account at, 3i Decerﬁber 2019 and 31 December 2020 -
Proﬁts would not bé distributable until cash is distributed from the partnership.
Réconciliation of movements in shareholders’ funds
2020 2019
£ £
Result for ,tf;e financial year ' . o - -

Opening total shareholders’ funds ) ; - -

Closing total shareholders’ funds - .

Ultimate and immediate parent company

The General Partner manages the partnership. The immediate parent undertaking is Igloo
Iinvestment Management Limited. The ultimate parent undertaking and controlllng party is Igloo

: Regeneratlon Limited, a company incorporated in England.

Related party transactions

The company acts as the general partner for a Limited Partnershlp in Wthh the shareholders of the
company or entities under common control éach have the same share of interests.

A copy of the latest financial statements of the Limited Partnership will be appended to the
company’s financial statements filed with the Registrar of Companies.



Chrysalis Limited Partnership |
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UK Companles Act 2006 as applied to qualifying partnerships have been included.

Based on our work undertaken in the course of the audit, the Compames Act 2006 as abplied to
qualifying partnerships requires us also to report certain opinions and matters as described below.

' General Partner's report

In our opinion, based on the work undertaken in the course of the audit, the lnformat:on given in the
General Partner's report for the year ended 31 December 2020 is consistent with the financial
statements and has been prepared in accordance-with applicable legal requirements.

In light of the knowledge and understanding of the partnership and.its environment obtained in the
course of the audit, we did not identify any material mlsstatements in the Genera} Partner's report,

ResponSIbllmes for the financial statements and the audit
Responsibilities of the general partner for the financial statements

As explained more fully in the Statement of the General Partner's responsibilities, the general partner is
responsible for the preparation of the financial statements in accordance with the applicable framework
and for being satisfied that they give a true and fair view. The general partner is also responsible for
such internal control as they determine is necessary to enable the preparation of ﬂnancual statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the general partnér is responsnble for assessing the qualifying
partnership’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concem and using the-going concern basis of accounting unless the general partner either intends to
liquidate the qualifying partnership.or to cease operations, or has no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to jssue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with 1ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

frregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect
of iregularities, mcludmg fraud. The extent to which our procedures are capable of detecting
irregularities, including fraud, is detailed below.

Based on our understanding of the partnership and industry, we identified that the principal risks of non-
compliance with laws and regulations related to Companies Act 2006, and we considered the extent to
which- non-compliance might have. a material effect on the financial statements. We also considered
those laws and regulations that have a direct impact on the financial statements such as the Companies
Act 20086 as applied tp qualifying partnerships by the Partnerships (Accounts) Regulations 2008. We
evaluated management’s incentives and opportunities for fraudulent manipulation of the financial
statements (including the risk of override of controls), and determined that the principal risks were
related to posting of inappropriate journal entries and the application of potential management bias in
accounting estimate, specifically the consideration of expected credit losses under IFRS 9. Audit
procedures performed by the engagement team mcluded

e discussing with management and those charged with governance in relatlon to known or suspected
instances of non-compliance with laws and regulations and fraud;
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Chrysalis Limited Partnership
General information

Directors of the General Partner

The General Partner directors during the year and at the date of the signing of the financial
statements are as follows: .

J H Gill independent Chair

C K Brown -

K Groucutt

G Mitlar (resigned 2 December 2020)

R N Miller . (appointed 2 December 2020)

M Rawstron \ o ‘

GJ Singleton - - (appointed 14 December 2020‘)

G J J Tucker , , o

J Williamson e (appointed 2 December 2020)
_ Registered Office A

73 Tib Street, Manchester, M4 1LS

Company Secretary o ‘

Igloo Regeneration Limited (Regisfered in England 4057460)
General Partner ‘ ' :
Chrysalis (General Partner) Limited, 73 Tib Street, Manchestef, M4 1LS
Limited Partner - | .
" lgloo Investment Management Limited ’
Pankeré .
- Barclays Bank PLC, One Snowhill, Snowhill Queensway, Birmingham B3 2WN
Independent Auditors V ‘ '
PricewaterhouseCoopers LLP, One Chamberiain Square, Birmingham B3 3AX



Chrysalis Limited Partnership

General Partner’s report for the year ended 31 December 2020

The General Partner (“Chrysalis (General Partner) Limited®) presents its report and the audited
financia!l statements for the year ended 31 December 2020 of Chrysalis Limited Partnership (‘the
Partnership®). The General Partner has taken advantage of the small companies' exemption from
preparing a strategic repor‘(

Prmcapal activities

The principal activity of the Partnership is that of providing loan finance for industrial and commercial
urban development projects in the Livérpaool City Region under the JESSICA (Joint European .
Support for Sustainable Investment in City Areas) initiative developed by the European Commission
(EC). Liverpool City Region Combined Authority (LCRCA) owns the Loan, via LCR Chrysalis
Holdings Limited Partnership, a limited partnership formed by the LCRCA, and will provide oversight
and performance management of the General Partner.

The General Partner manages the activity of the Parthership. The General Partner is managed by
Igloo Regeneration Limited (“Igloo”). The General Partner Board-consists of three directors nominated
by Igloc and two nominated by the Liverpool City Region Cabinet. Along with a Director from Igloo, the
Igloo Directors on the Board consist of 2 .independent representatives who were previously
representatives of Royal Bank of Canada (Europe) Limited ("RBC") and Avison Young ("AY"). An
Independent Chair chairs the Board.

‘The statement of comprehensive income for the year is set out on page 9.
Statement of the General Partners’ responsibilities

‘The General Partner is responsible for preparing the Annual Report and the financial statements in
accordance with applicable law-and regulation. ‘

Company law, as applied to qualifying partnershlps by the Partnerships (Ac¢ounts) Regulations 2008
{the "Regulations”), requires the General Partner to prepare financial statements for each financial
year. Under that law the General Partner has prepared the financial statements in accordance with
international-accounting standards in conformity with the requirements of the Companies Act 2006.

Under company law, as applied to qualifying partnerships, a general partner 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 partnership and of the profit or loss of the partnership for that period. In preparing the financial -
statements, the General Partner is required to: ’

e select suitable-accounting policies and then apply them consistently;

e state whether applicable international - accounting standards in conformity with the
requirements of the Companies Act 2006 have been followed, subject to any material
departures disclosed and explained in the financial statements; :

e 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 partnership will continue in business. .

The General Partner is also respon'sible for safeguarding the assets of the partnership and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The General Partner is responsible for keeping adequate accounting records that are sufficient to show
" and explain the partnership’s transactions and disclose with reasonable accuracy at any time the
financial position of the partnership and enable them to ensure that the financial statements comply
with the Companies Act 2006. :
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Chrysalis Limited Partnership
General Partner’s report for the year ended 31 December 2020

Business Review .
Total funding committed in 2012 for the delivery of the JESSICA fund in Merseyside was £34. 3-miltion.

Funds repaid by borrowers become available for re-lending. As at 31 December 2020, from the initial
round of funding, £34.3m had been committed and lent to eligible projects and £17.2m had been
répaid, with a further £8.1m repaid since the year end. £9.9m of the repaid funds have been relerit to
further projects. The General Partner is preparing a pipeline of eligible projects to commrtthe remaining
available funds. The status of each loan is set out in note 5.

Revenue was madé up of fees and interest on loans of £0.9m (2019: £1.4m) dunng the year. Costs
were made up of operating costs for the corresponding amounts.

Chrysalis faces market disruption created by the Covid-19 pandemic. Chrysalis is in a strong position
to address the challenges this presents through robust financial risk management as set out in note
13 to the financial statements. Chrysalis expects to continue to feceive all of its contractual fees and '
interest on loans in full.

Key Performance Indicators (KPIs)

The key performance indicators momtored to ensurethat the Partnership delivers against the business .
plan are at two levels:

1. Value of loans committed, drawn and repaid.

2. Corporate KPls that indicate overall business performance, Wthh include fund rate of return
loan portfolio risk, net asset value, progress against the Operational Agreement targets and
compliance with the Partnership’s approved Investment Strategy. :

KPls are reported to the General Partner Board at each Board meetlng and to LCRCA on a quarterly
basis. .

Risks

- The principal risks facing the Partnérship relate to Liverpool City Region’s property development and
sustainable investment market and, consequently, the availability of eligible projects that require
funding on the terms permissible under the Operational Agreement and Investment Strategy.

- The market risk is mainly in the area of fragility in the demand for and value of the commercial
- property market that was showing signs of growth but has since been hampered by the impact on
global markets from the Covid-19 pandemic and the effect this has had on both the regional and
national economy. The loan finance which Chrysalis has provided to ehglble projects have been
secured or have appropriate guarantees in place which meet the fund’s investment criteria. This
should help protect the recoverability of the loans should there be any further downturn in the
economy (see note 13 “Financial Risk Factors”), Availability of funds for commitment to new projects
is dependent on the successful completion and settlement of loans on existing projects, these repaid
monies then being recycled. Two of the four existing loans have been successfully repaid since 31
December 2020 and new loan facilities have been made available.. ’

Processes to Manage Risk A ’
The General Partner has }esponsibility for risk management.

Specific risks addressed by the'Partnership are:

i) A\)ailability of eligible projects

The Operational Agreement required funds repaid from original loans to be re-committed to new
projects within two years of receipt. The recent low level of industrial and commercial development
activity in the Liverpool City Region creates a risk that suitable investments cannot be identified.



Chrysalis Limited Partnership

General Partner’s report for the yéar‘ ended 31 December 2020
(continued)

Processes to Manage Risk (contimied) '

This risk is managed through a monthly review of the fund pipeline, regular dialogue with project
promoters, local authorities. and an active marketing campaign to identify suitable opportunities. At
present, the Partnership has a pipeline of developments under appraisal to utilise all the available
funding'and funds repaid from loans reaching maturity.

i) Credit Risk

Loans that fail to perform as underwritten may reduce the Partnership’s returns and/or assets. The
General Partner's advisors assess the credit risks relating to prospective loans and a comprehensive
credit assessment is undertaken when establishing loan terms. Portfolio performance review is
undertaken regularly as part of the General Partner's monrtorlng programme The credit risk is
ultimately taken by LCRCA.

Going Concern

The financial statements disclose all matters of which the General Partner is aware that are relevarit
to the Limited Partnership’s ability to continue as a going concern, including all significant conditions
and events, mitigating factors and the Limited Partnership’s plans. The Limited Partnership also has
the intent and ability to take actions necessary to continue as a going concem.

In the light of the COVID-19 virus pandemic that emerged in the United Kingdom in March 2020, the
General Partner Board and the manager of the General Partner have considered the impact of the
virus on the going concern of the Limited Partnership. The assessment considered the potential
impact on the projects lent to and the knock-on effect on the liquidity. of the Partnership (see note 13
“Financial Risk Factors®). The current funding arrangemeénts that the Partnership has in place are
detailed below and are deemed to be sufficient The conclusion under each of the scenarios
modelfed was that the Limited Partnership has access to sufficient funding to contmue to trade over
the next 12 months.

Funding

With-regards to the funding from the Liverpool City Region Combined Authority, the original
committed funding of £34.3mis avallable for new lendlng until March 2022 (the “Portfolio
Management Period”).

The General Partner has considered the preparation of the financial statements on a going concern
basis. In determining the appropriateness of the going concern basis of preparation the Generat
Partner confirms that for the next 12 months following the date the accounts were approved the
Partnership has sufficient resources to enable the business to:

) continue to pay for ongoing running costs of the Partnership;

(h continue to lend monies on outstanding commitments on loans; -

(1) pay for all known or estimated non-recoverable liabilities if Chrysalis enforced its position’

as borrower and took control of each and every property on each of the loans.

Detalis of loans repald and new facilities provided since 31 December 2020 are provrded in note 15.
Partners ’
The partners throughout the year were: !

1. Igloo Investment Management Limited (‘The Limited Partner’)

2. Chrysalis (General Partner) Limited ('The General Partner’)



Chrysahs Limited Partnershlp

General Partner s report for the year ended 31 December 2020
(continued) )

Statement of disclosure of information to auditors

So'far as the General Partner is aware, there is no relevant audit information of which the Partnership’s
auditors are unaware, the General Partner has taken all the steps that ought to have been taken in
order to make itself aware of any relevant audit information and to establish that the Partnership’s
auditors are aware of that information.

For and on behalf of the General Partner.

Ol

C K.Brown
Director

28 September 2021



Chrysalis Limited Partnership

Independent auditors’ report to the partners of Chrysalis Limited
- Partnership

Report on the audit of the financial statements
Opinion .
in our opinion, Chrysalis Limited Partnershlp s ﬁnanccal statements

¢ . give a true and fair view of the state of the partnership's affairs as at 31 December 2020 and of
its result and cash flows for the year then ended;

e have beeri properly prepared in accordance with international accounting standards in conforrmty
with the requirements of the Companies Act 2006 as applied to qualifying partnerships; and

e have been prepared in accordance with the requnrements of the Companies Act 2006 as applied
to qualifying partnerships by the Partnerships (Accounts) Regulations 2008.

We have audited the financial statements, included within the Annual report and audited financial
statements (the “Annual Report”), which comprise: the statement of financial position as.at 31
December 2020; the statement of comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended; and the notes to the financial statements, which
include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with international Standards on Auditing (UK) (“ISAs (UK)*) and
applicable taw. Our responsibilities under 1ISAs (UK) are further described in the Auditors’
responsibilities for the audit of the financial statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for 6ur opinion.

independence

We remained independent of the partnership in accordance with the ethical requirements that are
" relevant to our audit of the financial statements in the UK, which includes the FRC's Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements.

\

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relatlng to
events or conditions that, individually or collectively, may cast significant doubt on the partnershlp S
ability to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for i issue. .

_In auditing the financial statements, we have concluded that the general panner‘s use of the gomg
concern basis of accounting in the preparatlon of the financia! statements is appropriate.

However, because not all future events or conditions can be pred:cted this conclusion is-not a
guarantee as to the partnership's ablllty to continue as a going concern.

Our responsibilities and the responsubllmes of the general partner with respect to going cencern are
described in the relevant sections of this report.

Reporting on other information )

The other information comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The general partner is responsible for the other
information. Our opinion oh the financial statements does not cover the other information and,
accordingly, we do not express an audit opinion or, except to the extent otherwisé explicitly stated in this
report, any form of assu rance thereon.

in connection with our audit of the financiat statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If
we identify an apparent material inconsistency or material misstatement, we are required to perform-
procedures to conclude whether there is a material misstatement of the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude



Chrysalis Limited Partnership
‘Independent auditors’ report to the partners of Chrysalis Limited

Partnership (contmued)

" that there is a material misstatement of this other mformatron we are required to report that fact. We
have nothing to report based on these responsibilities.

With respect to the General Partner's report, we also considered whether the disclosures required by the
UK Companies Act 2006 as applied te qualifying partnerships have been included.

Based on our work undertaken in the course of the audit, the Cornpanies Act 2006 as applied to
quallfyrng partnerships requires us aiso to report certain opinions and matters as descnbed below.

General Partner's report

In our opinion, based on the work ufidertaken in the course of the audit, the information given in the
General Partner's report for the year ended 31 December 2020 is consistent with the financial
statements and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the partnership and its environment obtained in the
course of the audit, we did not identify any material misstatements in the General Partner’s report.

' Responsibilities for the financial statements and the audit
Responsibilities of the general partner for the financial statements

As explained more fully in the Statement of the General Partner's responsibilities, the general paitner is
responsible for the preparation of the financial statements in accordance with the applicable framework
and for being satisfied that they give a true and fair view. The general partner is also responsible for
such internal control as they determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error,

" In preparing the financial statements, the general partner is responsible for assessing the qualifying
partnership’s ability to continue as a going concemn, disclosing, as applicable, matters related to going
concemn and using the.going concern basis of accounting unless the general partner either intends to
Irqurdate the qualifying partnershlp or to cease operations, or has no realrstlc alternative but to do so.

Auditors’ responsrbnlltles for the audit of the financial statements

Our objeotlves are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not-a guarantee that an
audit conducted in accordance with 1ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise fromfraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

lrregulanties mcluding fraud are instances of non- compliance with laws and regulations We design
_ of iregularities, including fraud. The extent to which our procedures are capable of detectmg
- irreqularities, including fraud, is detailed below.

Based on our understanding of the partnership and industry, we identified that the principal risks of non-
compliance with laws and regulations related to Companies Act 2006, and we considered the extentto -
which non-comphance might have a material effect on the financial statements. We also considered
those laws and regulations that have a direct impact on the financial statements such as the Companies
Act 2006 as applied to qualifying partnerships by the Partnerships (Accounts) Reguiations 2008. We
evaluated management's incentives and opportunities for. fraudulent manipulation of the financial
statements (including the risk of override of controis), and determined that the principal risks were
related to posting of inappropriate journal entries and the application of potential management bias in
accounting estimate, specifically the consideration of expected credit losses under lFRS 9. Audit
procedures performed by the engagement team included:

e discussing with management and those charged with gdvernance in relation to known or suspected
instances of non-comp!iance with laws and regulations and frau'd;



_Chrysalis Limited Partnérship
Independent auditors’ report to the partners of Chrysalis Limited
Partnership (continued)

that there is a material misstatement of this other information, we are requlred to report that fact. We
have nothlng to report based on these responsibilities.

\Aith racnact tn tha Ranaral D-;rone.r'e ranart win alen anncidarad s abhar Baa dinalaaiean camricad bl bk



Chrysalls Limited Partnershlp

Independent auditors’ report to the partners of Chrysalis L|m|ted
Partnership (continued)

e performing risk assessment analytical procedures to identify any unusual or unexpected relationships,
transactions outside the normal course of busmess or that may be lnducatwe of a material
misstatement due to fraud;

» reading minutes of meetings of those charged with governance
performing testing over manual journals based on a specific risk parameters to address the risk of

" fraud through management override of controls and considering any impairment tnggers to mitigate
the risk of investments being potentially overstated; and

e considering elements of unpredictability into the nature,.timing and/or extent of our testing

There are inherent limitations in the audit procedures describéd above. We are less hkely to become
aware of instances of non-compliance with laws.and regulations that are not closely related to events and
transactions reflected in the financial statements. Also, the risk of not detecting a material misstatement
due to fraud is higher than the risk of not detecting one resulting from error, as fraud may invoive
deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

A ﬁ:rther description of our responsibilities for the audit of the financial statements is located on the FRC's "
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the partners of the qualifying
partnership as a body in accordance with the Companies Act 2006 as applied to qualifying partnerships
by the Partnerships (Accounts) Regulations 2008 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other purpose or to any other person to whom this

- réport is shown or into whose hands it may come save where’ expressly agreed by our prior consent in
writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 as applled to quahfymg partnershlps we are required to report to you if,
in our opinion: .

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

o adequate accounting records have not been kept by the partnership, or returns adequate for
our audit have not been received from branches not visited by us; or

‘e certain disclosures of general partner's remuneration specified by law are not made; or
e the ﬁnancié! statements are not in agreement with the accounting records and returns.
We have no exceptions to report a'rising from this responsibility.
Entitlement to exemptions

‘Under the Companies Act 2006 as applied to qualifying partnerships we are required to report to yod if,'
in our opinion, the general partner was not entitled to take advantage of the small companies exemption
from preparing a strategic report. We have no exceptions to report arising from this responsibility.

J
\

' Haﬁﬁeh Solway (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopérs LLP
Chartered Accountants and Statutory Auditors
Birmingham

28 September 2021



 Chrysalis Limited Partnership

Statement of comprehensive income
for the year ended 31 Decembéer 2020

Note 2020 2019

£m . £m.
Revenule. : ' : 2 ) 09 1.4
Cost of sales | ‘ \ e (14
Re;e;ult for the financial year ‘ | 9 ' - -

All of the-above results relate to the continuing activities of the Partnership.

The notes on pages 13 to 25 ate an integral part of these financial statements.



Chrysalis Limited Partnership

- Statement of financial position as at 31 December 2020

9 .

Note’ - 2020 2019
£m £m
Assets
Non-current Aséets .
Loaﬁs 5 25.1 225
Trade and other receivables 6 20 1.')
Total non-cﬁ r’fe_nt assets: 27.1‘ 24.2
- Current Assets |
"Cash and cash equ‘;v'alents 9.5 12.2
Total current assets 95 12;2
fotal assets 36.6 36.4
Liabilities i
‘ Non-current liabilities -
Borrowings 7 (34.8) (34.8)
Total non-current liabilities (34.8) (34.8)
Current Liabilities . ‘ V
Trade and other payables 8 (1.8) (1.6)
Total current liabilities | (1.8) (1.6)
Total liabilities . (36.6) (36.4)
Equity
Capital accounts 9 - -
Profit and loss account 9 - -
Partners’ equity -

The financial statements on péges 9 to 25 were.approved by the General Partner on

28 September 2021 and were signed on its behalf by:

Ol 2

C K Brown
Director

10



Chrysalis Limited Partnership

-Statement of changes in equity for the year ended 31 December
2020 ' : ‘ '

Note Total
\ \ £

Capifal’ accounts:
At 1 January 2019 S ' ‘ 100
Movements in year ' o o -
At 31 December 2019 - - 9 100

Movements in year ' : ' . -

At 31 December 2020 ' 9 100

R’etained earnings:
At 1 January 2019 . , : -

Result for the year - ' -

N

Retained earnings at 31 December 2019 o : 9 -

Result for the year . ‘ , ,‘

Retained earnings at 31 December.2020 o 9 :

Total equity at 31 December 2019 and 31 December 2020 9 100

11



Chrysalis Limited Partnership

‘Statement of cash flows for the year ended 31 December 2020

-

Note 2020

2019
£m £m
Cash flows from operating activities

Cash used in operations 10 .(2.7')~ (1,8)‘
Net cash used in o;;eréﬁng/;' activities ' ‘ , (2.7I) (1.8)

- Net decrease in ca,sh and ¢cash eguivalent§ (2.7) (1.8)
' Caéh and‘ cash equivalents at the béginning of the year . 12.2 | k14_.0
Cash and cash eqﬁivalents at the end of the year - 12.2

11 9.5

12



Chrysalis Limited Paﬁner‘ship

Notes to the financial statements.
for the year énded 31 December 2020

Principal accounting policies

The financial statements have been prepared in accordance with international accounting standards
in conformity with the requirements of the Companies Act 2006. The principal accounting policies
applied in the preparation of the financial statements are set out below. These policies have been

" consistently applied to all the years presented, unless otherwise stated.

/

The General’ Partner has taken advantage of the small companies’ exemption from preparing a

“strategic report.

Basis of accounting and preparation

The financial statements are brep'ared in 'accordan'ce with the historical cost convention and on a going
concern basis.

Changes in acceunting policy and disclosures
New standards and interpretations not yet adopted

There are no new accounting standards and interpretations that have been published that the
Partnership is adopting early.

The following standard (and amendments thereto) have been issued by the IASB and the IFRIC
which are not yet effective and have not been adopted, many of which are either not relevant to the
Partnership or have no material effect on the. f nancial statements of the Partnership.

Effectlve Dates *

IFRS 17 Insurance Contracts N 01 January 2023

The effective dates stated above are_those given in the original IASB/IFRIC standards and
interpretations. In the majority of cases this will result in an effective date consistent with that given in
the original standard of intefpretation but the need for. endorsement restncts the Partnership and
Partnership’s discretion to early adopt standards. - :

Revenue

Revenue consists of funds received or receivable in the United Kingdom from LCRCA, interest
receivable from borrowers and project costs directly rechargeable to borrowers.

Interest receivable on financial assets is calculated by applying the effective interest rate to the gross .

carrying amount of financial assets. (See the financial instruments accounting policy befow).

Other non-interest revenue is recognised on completion of the underlying service and fulfilment of
performance obligations in accordance with IFRS 15. The performance obligation of the Partnership
is providing a loan facility to the borrower. Revenue is recognised when the interest’is contractually
entitled to as stated in a borrower loan agreement. The revenue is measured at the interest rate on
the outstanding capital balance of the borrower loan amount. ) .

Cost of sales

Coet of sales represents those costs attributable to management fees for the delivery of the JESSICA
programme (including set up fees) and associated expenses recorded in the-yeat.

13



Chrysalis Limited Partnership

Notes to the fmanmal statements ,
for the year ended 31 December 2020 (contmued)

1. Principal accounting policies (continued) ,
Taxation

Tax payable on the Limited Partnership’s profits is the liability of the individual or corporate partners
and consequently is not dealt with in these financial statements.

VAT is not recoverable on supplies.
Financial instruments ‘
Recognition and de-recoghition

Financial assets and financial liabilities are recognised when the Partnership becomes a party to the
contractual provisions of the instrument. At initial recognition, financiat assets and financial liabilities
are measured at fair value, plus or minus transaction costs that are incremental and directly
attributable to the acquisition or issue of the financial asset or financial liability. The Partnership
continues to recognise financial assets until the rights to receive cash flows have expired or the
Partnership has transferred substantially all the risks and rewards of ownership. The Partnership

- continues to recognise financial liabilities until the liability has been settled, extinguished or has
expired.

"~ Classification and subsequent measurement -

Financial assets 1

Financial assets that are held to collect contractual cashflows and the contractual cashflows
represent solely payments of principal and interest are classified and measured as amortised cost.
The Partnership’s financial'asséts classified and measured as amortlsed cost are loans, cash and
cash equivalents and trade and other receivables.

Financial assets that are held to collect contractual cash flows and for subsequent sale, where the
asséts' cash flows represent solely payments of principal and interest are classified and measured
as fair value through other comprehensive income. The Partnership currently has no financial assets
classified and measured as fair value through other comprehensive income.

Financial assets are classified and measured as fair value through profit or loss where they do not
meet the criteria to be measured at amortised cost or fair value through other comprehensive income
or where they are optionally and irrevocably designated at fair value.through profit or loss. The
Partnership currently has no financial assets classified and measured as fair value through profit or
loss. .

Finaricial liabilities
Financial liabilities are classified and measured at amortised cost unless they are held for trading

(including all derivatives) or has been optionally and irrévocably designated at fair value through
proﬁt or loss. The Partnershlp s borrowings are classified and measured as amortised cost

Amortised cost

The amortised cost is the amount at which the financial asset or financial Ilablllty is measured at
initial recognition minus the principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between that initial amount and the maturity amount
and, for financial assets, adjusted for any loss allowance. Interest income is recognised using the
effective interest method.

14



_Chrysalis Limited Partnership

Notes to the finahcial statements
for the year ended 31 December 2020 (continued)

1. Principal accounting pollcles (contmued)

Financial instruments (continued)

The effective interest rate is the rate that discounts estimated future cash payments or receipts
through the expected life of the financial asset or financial liability to the gross carrying amount of a
-financial asset (i.e. its amoitised cost before any impairment allowance) or to the amortised cost of a
financial liability. The calculation does not consider expected credit losses and includes transaction
costs, premiums or discounts and fees and points paid or recelved that are integral to the effective

interest rate, such as origination fees.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of
financial assets, except for financial assets that have subsequently become credit-impaired (or ‘'stage
~ 3'), for which interest income is calculated by applying the effective interest rate to thelr amortised
- cost (i.e. net of the expected credit loss prowswn)

Impairment of financial assets

At each reporting date, the Partnership recognises a loss allowance for expected credit losses
(ECLs) on financial assets carried at amortised cost. The measurement of ECL reflects an unbiased
probability weighted amount that is determined by evaluating a range of possible outcomes on a
forward-looking basis.

IFRS 9 outlines a three stage model for impairment based ‘on changes in credit risk since initial
recognition:

e ‘Stage 1 — Financial agsets are classified in stage 1 unless there has been a significant
increase in credit risk since initial recognition or the asset is deemed to be credit impaired.

e Stage 2 - Financial assets with a significant increase in credit risk since initial recognition are
classified as stage 2.

o . Stage 3 - Financial assets which are credit impaired are classified as stage 3.

‘Loss allowances are recognised for 12 month ECLs for financial assets in stage 1, and lifetime ECLs
for financial assets in stage 2 or 3.

Significant increase in credit risk

At each reporting date, the Partnership assess whether the credit risk on a financial asset has
increased significantly since initial recognition. In making this assessment; the Partnership considers
“the change in the risk of a default occurring over the expected life of the financial asset rather than
the change in the amount of expected credit losses.

A significant increase in credit risk is considered to have occurred when:

Short-term forbearance arrangements are made;

Covenants are waived;

A significant deterioration in the financial performance or position of the borrow is identified;

A significant deterioration in collateral value occurs which is expected to increase the I’lSk of

default is identified;

e Significant adverse changes in the business, financial and/or economic envnronment in Whlch
the borrow operates are identified; or :

e Early signs of ﬂnéngial difficulty of the' borrower are identified.

15



Chry_salis Limited Partnership

Notes to the. fmanmal statements
for the year ended 31 December 2020 (contmued)

1. Principal accounting policies (continued)

A back-stop is applied, with a financial asset considered to have experienced a significant increase
- in credit risk if the borrower is more than 30 days past due on its contractual obligations. '

Definition of default and credit-impaired assets

A financial asset is considered to be in.default and credit-impaired when:
e Long-term forbearance arrangement are made;
e . Covenants are breached;

e The borrower is insolvent or likely to enter bankruptcy; or
« Other indicators that the borrower is in significant financial difficulty are identified.

A back-stop is applied, with a financial asset considered to have experienced a significant increase
in credit risk if the borrower is more than 90 days past due on its contractual obligations.
Measurement of ECL~

The measurement of ECL reflects an unbiased probability weighted amount that is determined by
evaluating a range of possible outcomes on a forward-looking basis. The ECL is measured on either
a 12 month or lifetime basis depending on whether a significant increase in credit risk has occurred
since initial recognition or whether a financial assét is considered to be credit impaired.

The key components of the ECL calculation are the probability of default (PD) and loss given default
(LGD).

PD represents the likelihood of the borrower defaulting on its obligations and becoming credit-
impaired. This is measured over the next 12 months for stage 1 financial assets or over the assets
expected lifetime for stage 2 and 3 financial assets. The estimate of PD includes consideration of
historic loss experience. .

LGD descnbes the Partnership’s estimate of potential Ioss if a borrower were to default. The
estimate of LGD includes consideration of collateral type, collateral value, and outstanding exposure
at default.

Forward-looking information is captured in the calculation of ECL through the inclusion of mumple
scenarios and potential outcomes which are probability weighted.

Write-off policy

The Partnership writes off financial assets, in whole or in part, when it has exhausted all practicat
recovery efforts and has concluded that there is no reasonable expectation of recovery.

Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits held on call with banks.
- Capital

Partners’ equity balances are classified according to the substance ofAthe contractual arrangements
entered into. '

Critical accounting judgements and estimation uncertainty

Estimates and judgements are contin'ually evaluated and are based on historical experience and other
factors, including expectatlons of future events that are believed to be reasonable under the
circumstances, .

The critical estimates and judgements are described below:

)
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Chrysalis Limited Partnership

Notes to the fmancual statements
for the year ended 31 December 2020 (contmued)

1. Principal accounting policies (continued)

Impairment on loans

The estimation of the required allowance for ECL reqmred the use of several assumptlons and
management Judgement .

Key assumptions within the estimation of allowance for ECL includes an assessment of significant
¢hanges in credit risk, estimates of the PD and LGD. See the accounting policy for financial
instruments above. It is considered that any reasonably possible variation in the assumptions
adopted could impact the estimated ECL recognised in the financial statements. However based on
the assessments performed, changes in these assumptlons are not considered material relatlng to .
" the facts and circumstances at the balance sheet date.
7z .
With the subsequent change in the economic conditions and impact of Covid it is considered likely
that market expectations of collateral values and additional strain on developers to complete and
successfully market properties wiil occur. We continue to monitor our investments and the credit
worthiness of our lenders and are continuing to assess the potential impact of these potential
negative indicators. ~

Revenue

Revenue consists of funds received or receivable in the United Kingdom from LCRCA, interest
receivable from borrowers and project costs directly rechargeable to borrowers. Revenue is
recognised when the interest is contractually entitied to as stated in a borrower loan agreement. The
revenue is measured at the interest rate on the outstanding capital balance of the borrower loan
amount.

Operating result
Operating result is stated atter charglng

2020 2019
£'000 £'000
Fees payable to auditors for the audit of partnership ﬁna‘ncial statements ' 48 39 -

Staff
There were no (2019: none) staff employed by the partnérship during the year.

17.



Ch'rysalis Limited Partnership

Notes to the financial statements
for the year ended 31 December 2020 (contmued)

Loans
Stage 1 Stage 2 Stage 3 - Total
£m » £m | £m £m
" At 31 Qeceﬁber 2020
Loans B 80 15 56 251
- Less allowance for expeeted credit l.osv,sesv < ‘ ‘ - . - -

Total ' ) : ‘8.0 11.5 5.6 25.1

During 2014, Chrysalis Limited Partne’rshlp advanced £5.6m for a building development in Liverpooi:
City Centre. As at 31 December 2020, having performed an ECL assessment, we are comfortable that
a material |mpa|rment is not required on the loan. The findl repayment date of the loan principal is 5
October 2023

The collateral for this loan includes a fixed, first ranking charge over the subject property and bank
accounts in addition to a capped parent company guarantee totalling £150, 000. There have been no
material changes to the quality of the-collateral over the period.

During 2015, Chrysalis Limited Partnership advanced £11.5m to a Life Sciences building in Liverpool.
As at 31 December 2020, there was no material impairment of the loan. The final repayment date of
the loan principal is 31 August 2022.

This is an unsecured loan. Reliance is placed upon the financial covenant of the borrgwer with the
-express support of the Secretary of State for Health under Section 70 of the Nationai Health Service
Act 2006. There have been no material changes to the quality of the collateral over the period.

During 2018, Chrysalis Limited Partnership advanced £4.9m for the development of a new Grade A
industrial/logistics facility on'Knowsley industrial Park. As at 31 December 2020 there was no material
impairment of the loan. The entire loan was fully repaid in April 2021. .

The collateral for this loan includes a fixed, first ranking charge over the subject property and bank
accounts a pledge of the Sponsor's shares in the Borrower and floating, first ranking charge over the
borrower. There have been no material changes to the quahty of the collateral over the period.

During 2019, Chrysalis Limited Partnership advanced £0.6m for the development of a multi-fet
industrial project in Sefton, Liverpool. A further £2.6m was drawn in 2020 and the entire loan was fully
repaid in January 2021.

The collateral for this loan includes a f rst ranking security package over the assets of the borrower,
including debenture over the project (first ranking security) in addttion to an uncapped parent
company guarantee. There have been no material changes to the quallty of the collateral over the
period.

The carrying value of the loans are deemed to be a reasonable approxumatlon of their fair value.

The loans are repayable over an agreed period at a variable interest rate above base rate, which is at
. a market rate. Any interest paid by the borrowers is payable to LCRCA under the Loan Agreement.

18



Chrysalis Limited Partnership

Notes to the financial statements
for the year ended 31 December 2020 (continued)

5. Loans (continued)
IFRS 9 Loan Imgairment Staging Assessment

Project Principal Staging Staging Assessment
Amount Assessment 2020 2019
Outstanding £€m :

Life Sciences 115 Stage 2 . Stage 3
. buildmg, leerpool . .

| New Grade A 4.9 . | Stage 1 Stage 1
industrial/logistics - : '
facility, Knowsley

Officebuilding | = 56 Stage 3 Stage 3
development, '

Liverpool

Multi-let industrial . 3.1 Stage 1 . Stage 1

project, Sefton

Total 251

It should be noted that the staging assessment for the Life Scuences bu:ldlng loan has moved from a
Stage 3 in 2019 to Stage 2 for the current period.

_ The assessment of the significant increase in credit risk was impacted in2019 by a breach of the
minimum occupahcy 'thre‘shé_l;i which has since been rectified.

6 Trade and other receivables

2020 2019
£m £m

Trade debtors o ' 20 1.7
Total ' - " 20 1.7
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Chrysalis Limited Partnership.

Notes tb‘th_e financial statements
for the year ended 31 December 2020 (continued)

Borrowings

2020 2019
£fm . £m
‘Non-current
LCRCA loan _ , 05 0.5
LCRCA funds available for commitment ’ 34.3 1343
Total - ; ’ . . 348 34.8

1

LCRCA funds advanced as loans (the Loan) has been fully drawn for the purpose of investment into
projects complying with the Investment Strategy agreed with LCRCA. The Loan is not interest bearing
other than any interest accrued on bank deposits and that paid to Chrysalis Limited Partnership under
On-Lending Agreements with projects from which fees and costs are deducted. LCRCA have a.charge
over cash held within Chrysalis Limited Partnership deposit accounts and assignment rights over On-
Lending Agreements. .

The Loan is repayable ffom March 2022 as Chrysalis Limited Partnership receives funds as
repayments under On-Lending Agreements. The first possible repayment date is February 2023.

The carrying value is viewed as a reasonable approximation to fair value. Partnership funding from -
LCRCA is not exposed to interest rate or currency fluctuation. Please refer also to Note 13 on Financial
Risk Factors in accordance with IFRS. .

Trade ‘and other payables

2020 2019
" £m £m
. Accruals and deferred jnco}ne ' 18 1.6

Total , : 18 16
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Chrysalis (General Partner) . Igloo
Limited Investment
Management
Limited
£ £
Capital accounts: 3 ‘
At 1 January 2020 and 31 December 2020 , l ’ o co- 100
. Profit and loss account: |
" Results for the financial year ended 31 December ‘ - -
2019 and 2020 ‘
Total equity at 31 December 2019 and 31 . | - 100
December 2020 _ . ' .
Cash used in operations ) )
Reconciliation of Result for the financial y_e‘er to Cash from operations:
2020 2019
£m £m -
Result for the financial year ' ' . - -
Adijustrnent for:
.Changes in working capital
- Trade and other recervables ) - (0.3) (0.1)
- Trade and other payables : o 0.2 0.3
- Loansto borrowers o . (2.6) (2.0)
Cash used in operations N S (2.7) (1.8)

Chrysalis Limited Partnership

Notes to the financial statements: .
for the year ended 31 December 2020 (contmued)

Partners’ eqdity A

21 .
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Chrysalis Limited Partnership

Notes to the financial statements
for the year ended 31 December 2020 (contmued) , .

Reconciliation of net debt

At 1 January 2020 .Cash flow 31 December

2020
£m - £Em £m
Cash and cash equivalents ‘ 12.2 (2.7) . - 95
Borrowings due after one year . (34.8) ' - - (34.8) V
. Net debt o . (228) @ (25.3)

Related Party Transactions: _
During the year the Partnership entered into the following aggregate trading transactions with sales to

. and purchases from related partles

2020 -2019
£m £m
lgloo Regeneration Limited (lgloo) — Fees charged” ' ’ 0.5 _ 0.5

v

The amounts paid to igloo include charges for the services and expenses of Chrysalis Limited
Partnership in relation to the Chrysalls Limited Partnership consortium partners (AY and RBC) and
other expenses.

At 31 December 2020, £0.1m is due to Igloo Regeneration Limited (31 December 2019: £0.1 m)

The relationships with the related parties were as follows;

Related Party Relationship
Igloo Regeneration " Uttimate Parent compény of the General Partner and Limited Partner and
Limited common directorship.
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Chrysalis Limited Partnership , , -

Notes to the financial statements
for the year ended 31 December 2020 (contmued)

Financial Risk Fac’tdrs :

The Partnership’s risk’ management policiés are monitored by Igloo in its capacity as Urban '
Development Fund (UDF) Manager of the Partnership and risks are reviewed quarterly by the Directors
of the general partner. The process of continuous monitoring, review and challenge is via the quarterly
GP Board meetings. All individual loans are reviewed and progress reported at each meeting via the
Progress Report. The Progress Report includes full updated commentary on every portfolio. loan
together with a traffic light rating of a variety of specific risks related to each loan and ongoing
commentary on borrower covenant/ financial standing and any other material issues.

The Partnership’s exposure to different types of risk i is Ilmrted by the nature of rts busmess to fmanmal
risks as follows: . .

(i) Market risk

~ The Partnership’s exposure to market risk takes the form of property valuations and rental rates, which

have a direct impact on the value of security held against loans and the ability of the asset to generate'
cash to service these loans.

Where appropriate, external mdependent valuatlons are instructed as part of the process of analysing -
property specific risks. Through the Managers regular monitoring quarterly updates on letting
enquiries, occupancy levels, rent collection / arrears, lease events and any other material |ssues are
reviewed for each portfolio loan.

(ii) Credit risk

The Partnership's exposure is to receivables under Loan Agreements consisting of fees, iaterest
payments and capital repayments and cash balances held by the Partnership.

The credit risk on cash is limited because the cash is held with recognised and regulated banks. As of
31 December 2020, the Partnership held cash with Barclays Bank PLC. The current long term credit
rating from Moody’s is A1 Stable.

The General Partner's advisors assess the credit risks relating to prospective loans and a

.comprehensive credit assessment is undertaken when establishing loan terms. A portfolio

performance review is undertaken regularly as part of the General Partner's monitoring programme,
including consideration of the creditworthiness of the borrower and collateral assessment. For the
loans that are secured the Loan to Value ratio is used and reviewed as part of the ongoing monitoring
and checking for any decline in market valuations. Appropriate covenant tests are applied to each loan
and monitored in accordance with loan agreements.

Coliateral, in the form of debenture over the assets of borrowers and/or fixed charges over property,
is considered sufficient to mitigate any material expected credit losses. The Fund has experienced no
incidence of loss of principal (i.e. an inability to recover loan principal) since inception to date.

Where Chrysalis Limited Partnership is unable to recover amounts under On-Lending Agreements,

" this amount is waived under the Operational Agreement with LCRCA once all routes for recovery

have been exhausted.

.Trade and other receivables are not considered to represent a material credit risk. These :principally

comprise accrued interest on portfolio loans as normal course of business. There has been no
experience of loss (or any write off) of interest nor principal to date since fund inception.

The maximum exposure to credit risk is equivalent to the carrying amount for all financial assets.



Chrysalis Limited Partneréhip

Notes to the financial statements
for the year ended 31 December 2020 (continued)

13. Financial Risk Factors (continued)

(iif) Operational risk

Operational risk arises as a resuit of inadequate or failed internal processes, peOpie or systems, or
from external events. The partnership managers operate in accordance with an approved compliance

manual setting out the operational procedures. The proceduyres are subject to ongoing review and
external scrutiny. .

(iv) Liquidity risk

Liquidity risk is managed by ensuring that there is always sufficient headroom available to meet the
working capital requirements of the Partnership using the financial model updated and monitored by
the Managers. Additional consideration has been given to potential liquidity risk via the IFRS9 Loan
Impairment analysis and further, a specific paper addressing potential cashflow risk to the Fund in a

range of downside (defauit) scenarios. Even in the worst case scenario (one of total default across all .

portfolio loans), sufficient liquidity would remain available to allow the Fund to continue to operate
business as usual over a 12 month period (from the date of these aceounts being approved) as a resut
of additional funding measures being available if required and- before any operational or future
investrhent decisions being further reviewed.

(v) Maturities of financial liabilities

The tables below analyse the Partnership’s financial Iiébilities into relevant matu_rity'groupingé based
on their contractual maturities.

The amounts disclosed in the table are contractuai undiscounted cash flows. Balances due within 12.
months equal their carrying balances ?s the impact of discaunting is not significant.

Contractual maturities of financial

liabilities Less6 months 6-12months Between1-2 Between2-§ Total Carrying
) ’ years | years - Contractual .amount
cash flows
At 31 December 2020 £€m £m £m £m £m £m
Non-derivatives
Borrowings . ‘ - - - 348 348 348
Trade and other payables . 0.1 - Co- 1.7 ' 18 1.8
Tot;l non-derivatives 0.1 ‘ - - " 36.5 36.6 36.6
Contractual maturities of i ' - ; .
li:t?ilirt?eSM| maturities of financial Less 6 months 6 -12months Betwéen1-2 Between2-5 Total Carrying
- years years Contractpal amount
R ’ ) cash flows
ot
- At 31 December 2019 £m -Em £m £m £m £m
Non-derivatives
" Borrowings - ’ - , - ) 348 348 348
Trade and other payables ' 01 - ‘ - 15 16 15
Total non-derivatives ; 01 . - - 36.3 " 364 36.4
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Chrysalis Limited Partnership _

Notes to the financial statements .
for the year ended 31 Decem_ber 2020 (continued)

Financial Risk Factors (continued)
vi) Capital management and borrowing

N

The Partnership’s objectives When managing capltal is to safeguard the Partnership’s ability to
continue as a going concern in order to provide returns and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of ¢apital.

vii) Offsetting Financial Assets and Financial Liabilities

Within all assets and liabilities, all amounts are shown gross. As per IAS 32, offsetting is allowable if
there is a legally enforceable right to do so and an intention ta settle on a riet basis. The Partnership -
does not meet the criteria within IAS 32.

viii) Capital . .
The managed capltal of the Limited Partnership constitutes total equity. These consist éntirely of
issued ordinary share cap:tal and any retained earnings.

Commltments and contmgencues

As at 31 December 2020 the Partnership had loan commitments contracted for but not yet dl*sbursed
of £0.4m (2019: £0.4m) relating to the £5.4m loan facility for the logistics facility on Knowsley
Industrial Park. This loan was repaid in full in April 2021, plus a £1.6m profit share.

The Partnership had loan cornmitments contracted for but not yet disbursed of £1.5m (2019: £4.0m)
relating to the £4.5m loan facility for the multi-let industrial pro;ect in Sefton. This loan was repaid in
fullin January 2021.

~Post balance sheet events -

Two existing loans were repaid in full siﬁce 31 Deoember 2020 (see note 14).

Two new loan facilities have been committéd since 31 December 2020, totalling £8m £4.8m of
available facahtles have been drawn. :

»Controllmg party

The General Partner manages the Partnership. Igloo Regeneratlon Limited is the ultimate controllmg
party.
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