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Don’t invest unless you’re prepared to lose all the money you invest. This is a high-risk investment and you are

unlikely to be protected if something goes wrong. Take 2 minutes to learn more below.

FCA Prescribed Risk Warning

Risk summary for non-readily realisable securities which are shares.
Estimated reading time: 2 min
Due to the potential for losses, the Financial Conduct Authority (FCA) considers this investment to be high risk.

WHAT ARE THE KEY RISKS?

1. YOU COULD LOSE ALL THE MONEY YOU INVEST
e If the business you invest in fails, you are likely to lose 100% of the money you invested. Most start-up businesses fail.

2. YOU ARE UNLIKELY TO BE PROTECTED IF SOMETHING GOES WRONG

e  Protection from the Financial Services Compensation Scheme (FSCS), in relation to claims against failed regulated
firms, does not cover poor investment performance. Try the FSCS investment protection checker here
https://www.fscs.org.uk/check/investment-protection-checker/

e  Protection from the Financial Ombudsman Service (FOS) does not cover poor investment performance. If you have a
complaint against an FCA-regulated firm, FOS may be able to consider it. Learn more about FOS protection here
https://www.financial-ombudsman.org.uk/consumers
YOU WON’T GET YOUR MONEY BACK QUICKLY

e Even if the business you invest in is successful, it may take several years to get your money back. You are unlikely to
be able to sell your investment early.

e The most likely way to get your money back is if the business is bought by another business or lists its shares on an
exchange such as the London Stock Exchange. These events are not common.

e |f you are investing in a start-up business, you should not expect to get your money back through dividends. Start-up
businesses rarely pay these.

. DON’T PUT ALL YOUR EGGS IN ONE BASKET
e  Putting all your money into a single business or type of investment for example, is risky. Spreading your money across
different investments makes you less dependent on any one to do well.
e A good rule of thumb is not to invest more than 10% of your money in high-risk investments.
https://www.fca.org.uk/investsmart/5-questions-ask-you-invest

THE VALUE OF YOUR INVESTMENT CAN BE REDUCED

e The percentage of the business that you own will decrease if the business issues more shares. This could mean that
the value of your investment reduces, depending on how much the business grows. Most start-up businesses issue
multiple rounds of shares.

e These new shares could have additional rights that your shares don’t have, such as the right to receive a fixed
dividend, which could further reduce your chances of getting a return on your investment.

e |f you are interested in learning more about how to protect yourself, visit the FCA's website here.
https://www.fca.org.uk/investsmart

Date of Publication: November 2023
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Important Information

This guide provides general information about the Enterprise Investment Scheme (EIS) and Seed Enterprise Investment
Scheme (SEIS) and should not be regarded as investment, financial, taxation or other advice. Individuals should only
invest on the basis of information provided in the respective Deepbridge Information Memorandum and application
documentation which can be found at: www.deepbridgecapital.com.

This document is a financial promotion pursuant to
section 21 of the Financial Services and Markets Act
2000 (the Act), and has been approved by Deepbridge
Capital LLR

This document does not constitute, and may not be
construed as, an offer or invitation to invest or make
commitments pursuant to Section 21 of the Financial
Services and Markets Act 2000. The information
contained herein is subject to updating, amending and
verification therefore you should not rely upon it for
any purpose.

This Guide has been prepared in accordance with

our interpretation of current legislation, rules and
practice. However, please note that it is always possible
legislation, rules and practice may change. Any such
changes, and in particular any changes to the bases

of taxation, tax reliefs, rates of tax or the Investor’s tax
position, may affect the return Investors receive.

The tax benefits described and their value to an Investor

are dependent on the Investor’s personal circumstances.

Therefore, these tax benefits may not be available
to all Investors and/or may be lost by Investors in
certain circumstances.

Tax relief may be withdrawn in certain circumstances
and Deepbridge does not accept any liability for any
loss or damage suffered by any Investor or other person
in consequence of such relief being withdrawn or
reduced. Tax law is complex and Investors should seek
independent tax advice.

Deepbridge always recommends clients consult an
independent financial adviser, who is authorised under
the Financial Services and Markets Act 2000. We also
recommend that they seek specific tax advice, in relation
to their particular circumstances.

Nothing in this document shall be regarded as
constituting tax advice. No reliance should be placed
upon the tax content herein.

Investment in unquoted companies carries high risks.
It is highly speculative and potential investors should
be aware that they could lose the total value of their
investment. EIS/SEIS investments are not suitable for
everybody so it is important that the risks involved are
fully understood before deciding whether an EIS/SEIS
is the right option. Past performance is not a reliable
indicator of future performance.

The Information provided does not constitute or form
part of an offer, subscription or recommendation for any
investment. No undertaking, representation, warranty or
other assurance is given, and none should be implied,
as to the accuracy, completeness or fairness of the
information or opinions contained in this document. No
reliance should be placed upon the content.

Rates of tax, tax benefits and allowances are based on
current legislation and HM Revenue & Customs (HMRC)
practice. HMRC may change the rules on EIS tax relief at
any point and investors should ensure that they keep up
to date with any changes made.
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Formed 1n 2010,
Deepbridge was
founded with the
aim of building an
investment team

that could redefine
the growth
capital market.

lan Warwick
Managing Partner,
Deepbridge Capital




Introduction

The Enterprise Investment Scheme (EIS) is a Government initiative designed to attract investment into smaller UK
companies. EIS investments provide enterprise capital to smaller unlisted companies that might otherwise struggle to
attract funding. The Government recognises the important role smaller businesses play in a successful economy and
offers tax benefits to EIS investors in order to ensure funding is available.

Since their introduction in 1994, EIS investments have grown in popularity with funds raised ensuring an overall upward
trend of investment volumes. According to latest figures provided by HM Revenue & Customs (HMRC), up to the end of
the 2021/22 tax year over £25 billion of funds have been raised. HMRC data for the 2021/22 tax year shows that 4,480
companies raised a total of £2.3 billion via EIS.

In 2012, the UK Government launched the Seed Enterprise Investment Scheme which offered further tax reliefs for those
investing in very early-stage companies. In the 2021/22 tax year, 2,270 companies received investment through the Seed
Enterprise Investment Scheme (SEIS) and £205 million of funds were raised.

EIS/SEIS FUND SINGLE COMPANY EIS/SEIS

An EIS/SEIS fund is generally a professionally It is possible to invest directly in to EIS/SEIS qualifying
managgd service that 'nV?S_tS Ina numper of ' single companies. However, any investment in to
underlying EIS/SEIS qualifying companies. Tax relief a single company lacks diversification and could

is available from the date shares are issued by the represent additional risk.

investee company.
As propositions are in unquoted shares, there is not

usually a secondary market (where investors buy and
sell securities they already own — what most people
typically think of as a ‘stock market’) to sell shares
unless the company itself is in a position to buy back
the shares.

As shares in investee companies are in unquoted
shares, there is no secondary market to sell shares.
However, it may be that the company itself may be in a
position to buy back the shares.




Tax reliefs at a glance

Income Tax relief

30% (30% carry back)

SEIS

50% (50% carry back)

Minimum term 3 Years? 3 Years?
Maximum !nvestment ‘ £2m, as long _as Y£1m in . £200,000
(for the investor) Knowledge Intensive’ companies
Lifetime funding limit £12m (up to a maximum
(for the company) of £56m per year)? EAZUfLLY
Carry Back Yes® Yes?
Dividends Taxed Taxed
Growth Tax Exempt Tax Exempt
CGT deferral Yes - No Maximum 50% CGT Mitigation

IHT exemption (BR)

After 2 Years

After 2 Years

Loss relief

Yes

Yes

Access within holding period

None

None

‘From date shares are issued or trading commences, whichever is later.

2Knowledge Intensive companies have a higher lifetime funding limit of £20m.

3Provided the limit for the previous year hasn’t been exceeded.



EIS qualification

HMRC sets prescriptive EIS qualification criteria for companies:

Any investment must be purchasing

new shares (rather than acquiring
existing shares).

The company must have fewer than
250 full-time equivalent employees
at the time the shares are issued.
The company must have gross
assets of £15m or less before any
shares are issued (or no more than
£16m after investment).

EIS investment in a singular
company must not exceed £5m

in any one year (up to £10m if
‘Knowledge Intensive’).

The company must use the
investment within 24 months.

The company cannot be controlled
by another company, or must not
have more than 50% of its shares
owned by another company.

The company cannot control
another company other than the
qualifying subsidiaries.

For more information, please visit:

https:

There are a number of excluded
industry sectors, predominantly

in and around financial services
and property.

The company must receive its
first EIS funding less than seven
years (or ten years if ‘Knowledge
Intensive’) since the Company
first ‘traded’.

The company must have a
permanent establishment in the UK.
The company must not be trading
on a recognised stock exchange
at the time of the share issue and
does not plan to do so.

The company must not expect to
close after completing a project or
series of projects.

The company must meet the Risk to

Capital condition.

www.gov.uk/guidance/venture-capital-schemes-apply-for-the-enterprise-

investment-scheme
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Since thetr
introduction

in 1994, EIS
investments
have grown 1n
popularity with
funds raised

ensuring an overall
upward trend

of investment
volumes.

Did you know?

In the Finance Bill 2018, the UK Government
announced an increase in EIS allowances for
‘Knowledge Intensive Companies’. These new
allowances increased the EIS fund raising limit
for such companies from £5m to £10m per tax
year and the lifetime limit per company increased
from £12m to £20m.




Non-qualifying criteria

HMRC sets prescriptive EIS and SEIS qualification criteria for companies:
e Only companies which conduct a ‘qualifying trade’ are eligible for EIS and SEIS. Most trades are acceptable, but there

are some ‘excluded activities’ or ‘excluded trades.

Companies will not qualify for EIS or SEIS funding if any of their daily business activities (a maximum of 20% on
an overall group basis) consist of the following activities, or if they provide services to businesses trading in the

following activities:

e Dealing in land, commodities, futures, securities or
financial instruments (including investment activities).

e Dealing in goods other than normal retail or
wholesale distribution.

e Banking, insurance, hire purchase, money lending, and
other financial activities.

e Leasing.

e Receipt of royalties or licence fees.

e |Legal and accounting services.

For a full list, please see:
https://www.gov.uk/hmrc-internal-manuals/venture-
capital-schemes-manual/vem3010

Property development.

Farming and market gardening.

Forestry.

Operating or managing hotels or residential care homes.
Coal production, steel production and shipbuilding.
Energy production, including renewable energy.

Providing services to a non-qualifying business under
similar ownership.

Did you know?

Investors can, depending on their individual
circumstances, enjoy some or all of the tax benefits
available under the Enterprise Investment Scheme.




Risk to Capital

The Finance Act 2018 introduced a new Risk to Capital condition for companies raising funds via the Enterprise
Investment Scheme (and Seed Enterprise Investment Scheme). As a result, an investee company must intend to grow and
develop its trade long term and there must be a ‘significant risk’ of a capital loss, i.e. it is a genuine business with the
intention to grow and not a constructed vehicle seeking to limit investor risk. ‘Significant risk’ is not specifically defined
and is reviewed on a case by case basis.

HMRC particularly references in relation to the risk to Capital condition:
e Sources of income.

* Assets.

e Structure.

e Use of subcontractors.

e Marketing of the investment opportunity.

e Relationship with other companies.

HMRC (in its internal guidance VCM8550) indicates that it will carry out post-investment checks on companies to see
if the risk to Capital condition was met, as well as reviewing if the money raised has been used in accordance with the
information provided in their compliance statement.

Following these checks, HMRC is able to withdraw relief if information provided to them was misleading or incomplete.
HMRC confirms that a company cannot rely on advance assurance, or authorisation to issue compliance certificates, if full
facts relating to the company’s eligibility are withheld from HMRC at the time of investment.



EIS and SEIS differences

EIS and SEIS are very similar in many respects, but there are some important differences.
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EIS and SEIS serve the same essential purpose — to be a conduit for early-stage investment into high-growth-potential,
smaller and younger UK companies, for which there is widely regarded to be a ‘finance gap’, meaning many promising
businesses can struggle to obtain growth funding. The key difference between the two is that SEIS is explicitly targeted
at start-ups and very early-stage companies, while EIS can be used by larger and more mature companies — though these

are still relatively small and young in the context of the UK’s business and corporate landscape.

EIS FUNDING CRITERIA FOR COMPANIES

Trading for less
than seven
years (or less
than 10 years
for ‘knowledge-
intensive’
companies —
typically those
with high research
and development
costs/
requirements)

Fewer than 250
employees

SEIS FUNDING CRITERIA FOR COMPANIES

Trading for less
than two years

Fewer than 25
employees

Gross assets
valued at no more
than £15m

Gross assets
valued at no more
than £200,000

No previous
investment from
a Venture Capital

Trust or EIS

No previous
investment from
a Venture Capital

Trust or EIS

Maximum lifetime

amount that
can be raised
under EIS, SEIS
and Venture
Capital Trusts is
£12m (or £20m
for ‘knowledge
intensive’
companies)

Subject to a
lifetime SEIS
funding limit of
£250,000
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EIS Tax reliefs

Investors can, depending on their individual circumstances, enjoy some or all of the tax benefits available under the
Enterprise Investment Scheme. The following is a general summary of the main current tax advantages that may be
available to an Investor under the Enterprise Investment Scheme in respect of an investment made in an Investee
Company during the tax year.

£1m being invested in Knowledge Intensive Companies.

CAPITAL GAINS TAX deferral of unlimited gains on the sale of any assets if an EIS investment is made within

% 30% UPFRONT income tax relief up to a maximum individual investment of £2m per tax year, subject to at least
'/I\' one year before or three years after the date of the disposal of the assets which give rise to a gain.

~, NO CAPITAL GAINS TAX on the disposal of shares which have been held for at least three years in EIS
Qualifying Companies.

Wity

[=) 2100% INHERITANCE TAX exemption after EIS qualifying investment has been held for at least two years. Please

note that HMRC will only assess whether your investment is Business Relief qualifying, and therefore eligible
for 100% Inheritance Tax exemption, upon death and not at the time that the investment is made. Therefore,
legislation at the time of death will be the basis for assessment for Business Relief eligibility.

@ INCOME TAX CARRY-BACK RELIEF claims may be made for amounts subscribed for shares in EIS qualifying
companies, such that an investment is treated for income tax relief purposes as having been made in the
previous year, subject to maximum investment levels for that tax year. This enables the investor to claim tax
relief in the period(s) most advantageous to him/her.

LOSS RELIEF providing total tax relief of up to 61.5% for a 45% tax payer.

» B

The above tax advantages can only be claimed at the time when the investment is made, rather than when an
investor makes an initial subscription to the EIS fund.

There is no limit to the amount of gains that can be deferred for CGT purposes.

Please note that the terms of the Enterprise Investment Scheme may change and the benefits available today may
not be available in the future.

Please note that tax benefits depend on personal circumstances, are not guaranteed, and rely on UK tax legislation
which may change in the future.

The above does not constitute tax advice to any person: it is recommended that investors should seek personal
advice from a qualified professional adviser.
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SEIS Tax reliefs

Investors can, depending on their individual circumstances, enjoy some or all of the tax benefits available under the Seed
Enterprise Investment Scheme. The following is a general summary of the main current tax advantages that may be

available to an Investor under the Seed Enterprise Investment Scheme in respect of an investment made in an Investee
Company during the tax year.

L® | 50%INCOME TAX RELIEF up to a maximum investment in SEIS of £200,000 per tax year per individual.
T CAPITAL GAINS made that are reinvested in SEIS shares qualify for a 50% exemption from CGT.
w|w

... TAX FREE GAINS There is no capital gains tax liability on gains on the disposal of shares which have been held
for 3 years in SEIS qualifying companies, on which SEIS income tax relief has been obtained.

ok

100% INHERITANCE TAX exemption through the availability of Business Relief may be available after each
individual investment has been held for at least 2 years.

INCOME TAX CARRY-BACK RELIEF claims may be made for amounts subscribed for shares in SEIS qualifying
companies, such that an investment is treated for income tax relief purposes as having been made in the
previous year, subject to maximum investment levels for that tax year. This enables the investor to claim tax
relief in the period(s) most advantageous to him/her.

¥ D E

ol

LOSS RELIEF A loss on any qualifying investment in the portfolio, irrespective of the overall performance of the
portfolio, can be offset by individuals against income of the tax year of loss, or the previous year, or against
capital gains of the tax year of the loss and future years.

The above tax advantages can only be claimed at the time when the investment is made, rather than when an
investor makes an initial subscription to the SEIS fund.

Please note that the terms of the Seed Enterprise Investment Scheme may change and the benefits available today
may not be available in the future.

Please note that tax benefits depend on personal circumstances, are not guaranteed, and rely on UK tax legislation
which may change in the future.

The above does not constitute tax advice to any person: it is recommended that investors should seek personal
advice from a qualified professional adviser.



13

Claiming Tax Relief

EIS3 _

- /
a—

Before investors can claim
EIS tax relief they must have
received an EIS3 form (for SEIS
companies, this is an SEIS3
form) from the company in which
they have invested.

TAX

The claim can then be made on
the Self-assessment tax return
for the tax year in which the
shares were issued.

If the shares were issued in a
previous year, and/or if the claim
is for capital gains deferral relief,
the claim part of the form must

also be completed and sent to

the investor’s tax office.

not already been exceeded.

Claims for relief can be made up to five years after the first 31 January following the tax year in which the investment
was made. Carry back is possible on all or part of the investment to the preceding tax year if the limit for relief has
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Knowledge Intensive Companies

In the Finance Bill 2018, the UK Government announced an increase in EIS allowances for ‘Knowledge Intensive
Companies’. These new allowances increased the EIS fund raising limit for such companies from £5m to £10m per tax
year and the lifetime limit per company increased from £12m to £20m. Similarly, investors may now claim EIS income tax

An investee company is deemed a knowledge-intensive company if, at the time of the share issue, it meets an operating
costs condition and either the innovation condition or the skilled employee condition:

The operating costs conditions are:

In at least one of the ‘relevant three preceding years’, at least 15% of operating costs consisted of
research and development or innovation expenditure. Operating costs are, broadly, expenses recorded in
the profit and loss account or income statement other than those incurred intra-group; or

In each of the three ‘relevant three preceding years’, at least 10% of operating costs consisted of

R&D expenditure.

The innovation condition is:

At the time the shares are issued, the issuing EIS
company has created or is creating (or is preparing

to create) intellectual property and it is reasonable to
assume that within ten years of the investment, the
exploitation and/or use of that intellectual property will
form the greater part of the issuing (EIS) company’s
business. To be clear here, the majority of the intellectual
property (in terms of value) must be created by the
Company and the right to exploit it must vest in the
Company (whether alone or jointly with others).

The skilled employee condition is:

At least 20% of the investee company’s full time
equivalent workforce has a higher education qualification
and is engaged directly in R&D carried on by the issuing
EIS. This condition will be required to be met throughout
the period commencing with the investment and ending
on the third anniversary of that date.
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Technology Growth EIS

Example Companies

Through the Deepbridge Technology Growth and Life Sciences EIS funds, Deepbridge has invested over £220m into more
than 100 companies to date. The below gives a brief description of 10 companies, illustrating the types of companies
which Deepbridge seek to invest in.

DEEPBRIDGE TECHNOLOGY EIS

\ algaecytes®

ALGAECYTES LIMITED
An innovative and
sustainable producer of
high-grade Omega 3 oils
from freshwater algae,
supported by robust
intellectual property.

AM

AEROSPACE-
MEDTRACHEO LIMITED
Developing a new
tracheostomy device
that aims to provide
substantial cost savings
to existing healthcare
providers and increases
patient safety.

arbn

ARBNCO LIMITED
Developing software
solutions for managing
energy and environmental
performance in
commercial real estate.

vjjy LCC

BEYOND BUILDING BLOCKS

LIVERPOOL CHIROCHEM
LIMITED

Specialists in chemical
building blocks & chiral
small molecules.

SMALLSPARK SPACE
SYSTEMS LIMITED

A space tech company in
the process of developing
and commercialising
propulsion systems and
a proprietary artificial
intelligence design
product offering, with

the aim of becoming a
market leader in access
to space technologies.

N&m

NANOPTIMA LIMITED
Developed a drug
delivery platform for use
in ophthalmology (eye
diseases and disorders).

tquch .
biometrix

TOUCH BIOMETRIX
LIMTIED

Developing proprietary
technology for the
biometric identity
authentication industry.

ideregen

Bringing tissue repair fo life

VIDEREGEN LIMITED
Regenerative medicine
company, developing a
range of personalised
products targeting
serious and life-
threatening diseases.

U viime

VTIME HOLDINGS
LIMITED

Creating platforms and
services that allow real,
human connections to
flourish through alternate
realities.

ZIllco

real-time medical diagnostics

ZILICO LIMITED
Electrical Impedance
Spectroscopy (EIS)
cancer diagnostic device
technology.
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EIS Journey from Investment to Repeat

Investment

/’@\

Recycle and repeat? @ @ Funds deployed ASAP
Z

Exit timescale y7 @ Contract notes
3-7 years issued to investor
\ 9 POINT

EIS JOURNEY j
@ Quarterly valuations
EIS3 Certificates typically _ _
received 12-15 weeks after the — Tax reliefs claimed

investment is deployed using EIS3

Regular company
updates and
annual report
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The purpose of the Enterprise
Investment Schemes 1s to recognise
that unquoted trading companies can
often face considerable difficulties

in realising relatively small amounts
of share capital. The new scheme is
intended to provide a well-targeted
means for some of those problems to
be overcome.

Michael Portillo
Chief Secretary to the Treasury, 1993
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Sourcing EIS-qualifying investments

There is no stock market for EIS companies and so a big part of the challenge in EIS investing is finding great companies.

When thinking about EIS investing, it can be useful to compare it with investing in stock-market-listed companies. These
tend to be very visible: they have a daily share price, they publish results and trading statements, and they are often

the subject of independent research and analysis by brokers who assess whether they might or might not make a good
investment. For fund managers who invest in listed equities it is therefore relatively easy to find potential investments (the
skill is picking the ones that will rise in price the most, or fall the least, from the thousands of companies available).

EIS-qualifying companies cannot be listed on major stock markets (although listing on the Alternative Investment Market
(AIM) is allowed) and therefore the identification of appropriate investment opportunities is not as obviously straight-
forward. Focussing on the technology and life sciences sectors, Deepbridge works closely with respected and experienced
contacts to aim to identify the very best investment opportunities to support and fund.

Potential sources of deal flow include:

University professors and academics, who might be
aware of the most exciting and commercially promising
ideas and technologies emerging from their institutions.
Experienced professionals and senior executives in
different industries and sectors, who know where the
new talent is within their fields.

Accountants, lawyers, corporate financiers and
professional service providers, who are working with
new businesses and entrepreneurs. Part of their role
may be to help companies raise money through external
EIS investment.

e Successful serial entrepreneurs, investors and

business angels, who have made it their business to
try to find and support the most exciting companies
and entrepreneurial talent the UK has to offer. They
may share investment opportunities with the aim to
reduce their investment risk, while making it easier for
companies to get the money they need.

It is relatively common for a company seeking EIS
funding to make a direct approach to a fund manager.
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Due diligence

Based on years of real-world experience of business building, Deepbridge
undertakes extensive due diligence on all Investee Companies, covering five
key factors.

EVALUATION: Businesses must be able to articulate proof of concept
(showing a significant market need), proof of relevance (highlighting the
potential to create new market segments or displace existing market
offerings) and proof of commercialisation (define a clear and realistic path to
commercialisation).

ACTION: Investee companies should be able to demonstrate necessary
supply chains, robust intellectual property and a committed and engaged
founding team.

EXECUTION: Companies must be able to provide a clear business plan with
defined commercial objectives as well as a robust organisational plan with
distinct goals. Deepbridge work closely with investee companies to guide,
mentor and counsel, as required, to ensure plans are delivered.

PERSONALITY: Those founding, growing and managing investee companies
must be able to demonstrate their expertise and skills in order to ensure
that they are the most appropriate individuals to provide the Company with
the best possibility of success.

OUTCOME: Investee companies need to demonstrate a clear exit strategy

in order to aim to provide investors with their returns. Deepbridge considers
that flexibility is key. Therefore, the Deepbridge team will assess any
opportunity to capitalise on exit opportunities, notwithstanding the three-year
EIS period, if an exit is in investors’ best interests.

In any event, by the end of the initial
three-year period, we expect, but
cannot guarantee, that investee
companies should have established
revenue streams supported by a three-
year track record.

As such, Deepbridge believes that
either a sale of the investee company,
or a sale or refinancing of the assets
owned by the investee company,

may enable funds to be returned

to Investors.
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Managing growth investments

Successful investment in small businesses requires an appropriate balance between entrepreneurial optimism and
venture capital realism. Investors can be blinded by the potential upside in early stage development. However, seeing
the path to commercialisation from a realistic standpoint demands an objective and experienced perspective from the
Investment Provider.

Deepbridge takes an active role to guide, mentor and counsel an investee company’s management team. The provision of
hands on operational experience combined with financial expertise can materially mitigate the investment risk borne by
the investor, along with comprehensive due diligence on investee companies.

As well as taking a seat on the Board, Deepbridge may also provide investee companies with:

e Assistance in establishing controls, procedures and e Advice from and/or secondment of our team of
financial reporting at a standard required for exit experienced business builders

e Advice, guidance and mentoring to impart the wealth of e Assistance in establishing worldwide distribution
experience Deepbridge has with a view to growing the through our network of partners and distributors around
company quickly and profitably the world.

It is often the case that a company will not raise all the capital it requires in just the one round. Most start-ups go through
a series of follow-on fundraisings before they become capable of supporting themselves from their own cash-flows. It is
important to try to assess how likely it is that further investment may be needed before an exit can happen and what that
could mean for the investment.

Deepbridge has internal criteria regarding which companies receive investment. Deepbridge invests in sectors where the
management team has experience or knowledge of the industry in order to ensure they have the ability to engage with the
company in a proactive manner.
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Benefits of a Deepbridge EIS

THE 100% RULE: Deepbridge EIS propositions are manager fee-free EIS opportunities at the point of investment for
subscriptions received by a financial adviser. Investors are therefore not charged any manager fees at the point of
investment, if subscriptions are received via a financial adviser. Upfront and most ongoing manager fees are paid by the
Investee Companies: this advantage allows investors to enjoy up to 100% of EIS tax benefits and to have up to 100%
of their investment actually put to work earning investment returns. Please note that, in line with the Retail Distribution
Review, Deepbridge can facilitate financial adviser fees: this may result in a deduction from subscription prior to the

deployment of funds.

GROWTH-FOCUSED: Investing in
smaller UK businesses has the
potential to offer significant long-term
growth, if they are successful. Smaller
businesses often have the possibility
for quicker growth than larger
businesses although they also carry

a higher risk of loss and value can be
more volatile.

Risks

MONEY IS AT RISK: Investment in
unquoted companies carries high
risks. It is highly speculative and
potential investors should be aware
that they could lose the total value of
their investment. Investors should

be aware that investment in smaller
unlisted companies (including EIS and
SEIS qualifying companies) carries
with it a high degree of inherent risk,
regardless of any tax advantages
which such an investment might

carry and/or regardless of any steps
taken to attempt to mitigate that risk.
Investment in a Deepbridge EIS or
SEIS should therefore be considered a
high-risk investment.

DIVERSIFICATION: Smaller companies
often behave and perform in a
different manner to larger listed
organisations. Therefore, investing

in early-stage, unquoted companies,
whilst benefiting from the potential

tax reliefs available via the Enterprise
Investment Scheme, may bring
additional diversification to an
investment portfolio.

LONG-TERM INVESTMENT: EIS and
SEIS shares are held in unlisted
companies, from which investors might
only be able to exit via a refinance or
company sale. EIS and SEIS shares
must be held for at least three years
in order to qualify for income tax relief.
If shares are sold prior to being held
for three years, any claimed income
tax relief will have to be repaid. EIS
and SEIS investments should therefore
be considered as a medium-term or
long-term investment and investors
are unlikely to have access to their
capital during the investment period.
No established market exists for the
trading of shares in private companies,
making it difficult to sell shares.

ALTERNATIVE INVESTMENT: As
pension lifetime allowances have
reduced, many investors require
alternative forms of tax efficient long-
term investment, such as an EIS.
Deepbridge always recommends that
clients seek advice from their financial
adviser to ensure their financial
planning is cohesive.

TAX RULES MAY CHANGE: EIS and
SEIS tax reliefs are specific to an
individual’s circumstances. Tax rules
may change and companies may

not always be EIS or SEIS qualifying.

If a company fails to meet the
requirements of EIS legislation, or if
qualifying status is not maintained, tax
reliefs may be withdrawn and investors
may have to repay rebated tax. HMIRC
may change the rules on EIS and SEIS
tax relief at any point.

Please see respective Information
Memorandum’s for more detailed
risks.
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Frequently asked questions

What should be considered when choosing an EIS proposition?

e |tis strongly recommended that independent financial advice is sought prior to investing, in order to ensure suitability.

e Understand the potential investment risk and the steps the investment team takes to mitigate these.

e Understand the tax risk and understand how underlying investments comply with the qualification criteria of EIS and the
wider spirit of EIS.

Are the underlying investee companies seeking to create jobs and/or innovation?

e Consider the experience and approach of the management team. Consider whether the investment team has
experience of managing and mentoring growing businesses.

e Understand the fees payable and identify whether the investment provider is charging fees to both the investor and
investee companies.

What are your long-term financial needs?

e An EIS investment is likely to be illiquid and you may not be able to access your cash for a minimum of three years and
often for considerably longer.

e Understand how quickly the investment provider expects to deploy your invested funds into investee companies. It is
only once funds have been deployed and shares have been allotted that the process of claiming tax reliefs may start.
The three-year minimum holding period also starts at this point. Therefore, it is imperative to understand when funds
are to be deployed as this will impact on the time taken to claim tax reliefs, and ultimately will impact on any potential
exit timescale for investors from the Fund.

How and when can tax reliefs be claimed?

In order for investors to claim their tax reliefs, they must be in receipt of an EIS3 certificate in respect of each investee
company in to which they are invested. Deepbridge has found that EIS3 certificates usually take around 16 weeks to
produce although this can take longer, from deployment of funds.

What happens if the investor dies?

If the investor has had the qualifying shares for two years and still owns them at the time of their death, the EIS
investment is eligible for 100% inheritance tax relief. If the investor has used an EIS investment to defer the tax on any
capital gains, this tax liability dies with them.

Can | invest in EIS propositions all year round?

Investing via EIS should be considered throughout the year. Historically many investors have waited until the end of the tax
year to invest. However, this wait may lead to the investor missing opportunities to claim tax reliefs earlier.

Waiting to the end of the tax year may reduce the quality of opportunities on offer. If there is a rush of investment prior

to the end of tax year, it has been known for some EIS providers to struggle to deploy funds or accept inferior quality
investee companies in order to deploy funds in time.
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Useful Notes

ADVICE: Although Deepbridge can transact business directly with clients, it is always recommended that clients consult
their own independent financial and tax advisers regarding their particular circumstances.

EXPERIENCE: It is important to understand who is managing your EIS on your behalf. Although returns cannot be
guaranteed and past performance is not a reliable indicator of future performance, understanding who will be looking
after your investment and overseeing the investee companies can provide reassurance that your money is in the most
appropriate care.

ELIGIBILITY: Deepbridge EIS propositions are designed for UK taxpaying individuals who are seeking an attractive, longer-
term investment opportunity and have an income tax liability, have large capital gains to defer or have an IHT liability.

LIMITS: Deepbridge only accepts individual investments in excess of £10,000. For EIS investments income tax relief
may only be claimed up to a maximum individual investment of £2m per tax year, subject to at least £1m being invested
in Knowledge Intensive Companies. For SEIS investments, income tax relief may only be claimed up to a maximum
investment of £100,000 per tax year.

OWN BUSINESS INVESTMENT: Individuals cannot claim Income tax relief on an investment if they are employed by the
company or any subsidiary - except as a director in some cases or hold a total of more than 30% of the company’s shares,
rights to assets if the company is wound-up or voting rights.

INVESTMENT STRUCTURE: EIS investors buy shares directly in the investee companies rather than owning units in a
traditional fund structure.
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