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Risk Warning for EIS Schemes 

Individuals should always read and bear in mind the risk warning notices that are included within 
providers’ investment offer literature/documentation, including prospectuses, information 
memorandums, securities notes, brochures and other related marketing literature. Whilst the following 
list is not exhaustive, some of the main risks to be aware of include:  

 Investments are in small, unquoted companies and should be considered as high risk;  

 Investments are illiquid and need to be held for at least three years in order to retain the initial 

income tax relief; 

 An EIS/Seed EIS investment should be viewed as a long-term investment; 

 Legislation, along with the nature and level of tax reliefs is subject to change. There can be no 

certainty that investments will be eligible or remain eligible for EIS/Seed EIS Relief; 

 Historic investment performance cannot be used as a guide to future performance, and the 

value of any given investment may rise or fall; 

 Many EIS/Seed EIS Schemes involve investment in a single company or sector and therefore 

should only be considered as a small part of an overall portfolio; 

 Investors may not have independent representation on the Boards of investee companies which 

can mean their interests are not adequately considered relative to the executive team; 

 EIS/Seed EIS investments should only be considered by sophisticated investors who 

understand, and have given careful consideration to, the underlying investment strategy and 

associated risks. For help in determining potential investment suitability, professional advice 

should be sought; 

 Often there will be no regulatory oversight and investors will usually not be eligible for 

compensation if things go wrong. 
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Executive Summary 

 

Manager: Founded in 2010, Seneca Partners Limited (“Seneca” or the “Manager”) is a specialist corporate 

financier providing equity/debt funding and advisory services to small and medium sized enterprises 

(“SMEs”), which Seneca defines as businesses with an annual turnover of up to £100 million. It operates 

mostly in the Midlands, the North West, Yorkshire and the North East, where it has established a strong 

presence across its group of Seneca branded companies. In order to help SMEs to raise capital tax-

efficiently, Seneca entered the tax advantaged sector in 2012, raising funds for the Enterprise Investment 

Scheme (“EIS”) qualifying companies and an inheritance tax service using business relief (“BR”).  It also 

provides corporate finance and debt advisory services to SMEs.  The Seneca family of companies have an 

aggregate staff count of 70 and assets under management (“AUM”) of circa £400 million. These 

associated companies provide a range of financial services including equity investments, debt funding and 

corporate advisory services to SMEs. This review concentrates on the Seneca entity that manages the EIS 

Service, Seneca Partners Limited. 

Product:  Launched in December 2012, the Service has invested £26 million in 45 investment rounds 

across 25 companies in a wide number of sectors, in companies where Seneca believes it has the expertise 

and connections to enhance the operational and trading efficiency of the business, thereby raising its 

valuation in order to facilitate an exit strategy, such as attracting a third party buyer or via an AIM 

flotation. Seneca’s network of long standing relationships with intermediaries, accountants and business 

advisers suggests that an abundance of suitable opportunities can be sourced in its preferred regions 

outside London and the Home Counties, where valuations can be attractive since there is a generally 

regarded lower supply of venture capital (“VC”) funding. Seneca currently has circa £6 million of cash 

allocated to forthcoming deals from capital subscribed by investors and which is being held by the 

custodian awaiting drawdown when these deals complete. Almost half the portfolio has already secured 

an exit through obtaining an AIM listing, which is a remarkable feature of the track record. The 13 

companies (22 separate investment rounds) within the portfolio which are listed on AIM have shown a 

composite appreciation in value of 48% and to date 14 of the 22 investment rounds are in positive 

territory. Investors should also note that while the Service is marketed as being a generalist without 

sector partiality, the portfolio is biased towards biotech/pharmaceutical companies, which the Manager 

says it expects to lower, however, this may not happen quickly. Seneca has stated that it has up to £9.5 

million of potential new opportunities which could receive immediate funding from new subscriptions. 

Summary Opinion: Seneca’s regional presence, may help EIS investors with existing EIS portfolios to gain 

a degree of geographical diversification. In a relatively short time, Seneca has been very active in 

acquiring, founding and affiliating companies to trade under the Seneca name.  We acknowledge that this 

should boost economies of scale and rise the firm’s market presence, helping it to attract good deals and 

raise funds. While the Service is still at an early stage (most of its portfolio companies are still within the 

three year obligatory EIS holding period), it is notable for its high number of AIM listings thus far, 

facilitating liquidity for investors who like to exit promptly. 

Although a relatively small investment manager, we found its governance and due diligence to be 

thorough and robust, and its investment team well resourced, with expertise in identifying VC 

opportunities. In summary, investors seeking to widen the geographical diversification to an existing 

portfolio of venture capital EIS companies may be attracted to the Service, as indeed may investors who 

value the focus on the portfolio companies providing an exit through an AIM listing, which appears a 

strength of this particular manager. 

 

Offer: Seneca Partners Limited (“Seneca” or the “Manager”) is looking to raise up to £40 million for 

The Seneca EIS Portfolio Service (the “Service”) for the tax year ending 2016/17.  The Service seeks to 

provide investors with a portfolio of between four to six EIS qualifying investments in UK small 

companies situated mainly in the Midlands, the North West, Yorkshire and the North East. The 

Manager aims to achieve an exit in less than five years. 

Service seeks to identify early stage, EIS qualifying companies that have the potential to grow strongly 
and secure an exit from the fourth year of capital deployment by Seneca. 
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Positives  

At the Manager level: 

 Seneca has demonstrated a steady growth in assets under management (“AUM”) year on year since 

entering the tax advantaged sector in 2012;  

 The product range has grown from the provision of equity, debt and corporate advisory services to 

include an EIS portfolio service and an inheritance tax service as part of their tax advantaged product 

range; 

 Seneca has a wide group of affiliated companies through which it can exploit economies of scale 

through the pooling of central resources with affiliated companies;  

 Seneca has hired strongly in the last three years, and has carefully delineated investor duties across 

divisions with a total staff of 70 across affiliated companies; 

 Seneca is a financially stable, profitable company with adequate cash reserves, and with clearly 

identified future revenue streams; 

 Its regional presence also allows it to enjoy a strong recruitment catchment area for professionals 

not wishing to work in London or the Home Counties, where VC firms historically tend to prefer to be 

located; 

 All the senior management are shareholders in the business; and the shareholding is diverse, 

preventing the intervention of one of more shareholders to force issues; 

 The Manager has consistently met its fundraising targets over the past four years, allowing it to 

launch an inheritance tax service to complement its EIS Service; 

 Governance is controlled and overseen by four committees with links through each to the Board of 

Directors, which is a reassuring feature. 

At the Product level: 

 The investment selection, screening and process is robust, clearly defined, and established; 

 The Investment team of seven is, in our opinion, of ample size to fulfil the Service’s mandate; it has 

evidenced itself as being, if the team is taken as a whole, as skilled in the construction and 

management of EIS and the investment in early stage companies; 

 The number of portfolio companies that have listed on AIM is remarkably high over such a short 

period, which facilitates a cash exit for those investors with the relevant companies in their 

portfolios; 

 Seneca’s regional presence should ensure that it receives good deal flow from its network of 

professional advisers and intermediaries situated outside the South of England, where valuations, 

the Manager believes, offer better value, thanks to the lower supply of available capital for these 

companies; 

 The annual management charge is notably deferred and capped at a maximum of 4 years until it can 

be paid from the proceeds of a third party sale, but is only taken once investors have received back 

their original gross subscription. It aligns the interests of the Manager and those of investors 

somewhat, though it should be noted that Seneca also charges up to 4% in arrangement fees, which 

is implemented on a deal by deal basis. Nonetheless, we noted that the weighted average 

arrangement fee charged has been 1.7% with individual fees charged varying from 0% to 5%, which 

gives an indication that some deals may be charged at the higher end; 

 Pipeline appears ample with over £9.5 million in identified opportunities. 
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Issues to consider 

At the Manager level: 

 Seneca is relatively young in tax advantaged investments, having launched its first EIS fund in 2012; 

 Despite the advantages of the affiliation of companies as already referred to (cross selling 

opportunities, economies of scale etc.), the structure is also complicated, which could, for example, 

influence the allocation of resource between the different entities; 

 Seneca is significantly dependent on the income generated from its tax advantaged products, which 

could suffer from future commercial and legislative changes, and expansion of their non-tax 

advantaged products could ensure greater diversification of its revenue sources. However, the 

revenue earned from the tax advantaged products is minute compared to the overall Seneca 

branded group of companies and the impact of the above-said risks could be somewhat absorbed;   

 Seneca’s corporate finance involvement with investee companies could potentially create a conflict 

of interests between its role in acting in the best interests of investee companies and acting in the 

best interests of investors. This is to a certain extent offset by the benefits of the greater knowledge 

Seneca will gain of investee companies. Nonetheless, Seneca has put in place stringent compliance 

procedures to address such matters and we also found the conflicts of interest policy comprehensive 

and detailed.     

At the Product level: 

 At the time of writing, 8 out of the 22 investment rounds into the 13 AIM companies are below par; 

 While Seneca regards itself as a generalist investor, the current portfolio of 28 companies is heavily 

weighted towards bio-technology.  Seneca has expressed a desire to lower this exposure, which 

should lower the concentration risk; 

 The precursor to the Service, Seneca Growth Capital Approved EIS fund in 2012, invested in four 

companies, one of which exited early, triggering a loss of EIS benefits, albeit at a net profit of 1.8x to 

investors.  Even though the exit generated a fair return, it is unknown whether or not a more 

advantageous or equivalent return could have been achieved after the EIS mandatory holding 

period; 

 Whilst the Manager aims to achieve exits within five years for all unquoted investments and has 

demonstrated an ability to deliver, the nature of these investments is such that a much longer 

holding period may be necessary in some cases. 
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Manager Quality  

Manager Profile 

Seneca Partners Limited (“Seneca” or the “Manager”) was formed in 2010 by private individuals with the 

aim to provide small and medium sized companies (“SME”) with equity/debt funding and corporate 

advisory services, particularly in the Midlands, North of England and its neighbouring counties, entering 

the sector EIS in 2012. It is therefore relatively new to the sector of tax advantaged investments.  

Since the firm’s founding in 2010, the Directors have been very active in assembling an affiliation of 

companies to trade under the Seneca name, in the provision of services that are complementary to each 

other, as far as possible. In short, it has created or acquired two subsidiaries and has founded three stand-

alone entities that the directors state will act in concert with each other in the promotion of the Seneca 

portfolio of activities. Although the Seneca branded companies cannot be viewed as a corporate group 

through interconnecting holdings, they share central systems, such as human resources and payroll, 

which are conducted from the Haydock central office. Seneca believes this is advantageous due to the 

creation of economies of scale and increased commercial opportunities - which we acknowledge, while 

remaining mindful that the corporate structure is somewhat informal, overall. The table below 

summarises the current six related entities trading under the Seneca name: 

TABLE 1:  

SENECA RELATED COMPANIES 

Entity Activity Location Structure 
AUM 

(£million) 

Seneca Partners Limited 
Corporate 

Finance/Investment 
Management 

Haydock/ 
Birmingham 

Parent Company 53 

Seneca Investments Ltd 
Management Consultants 

Turn around special 
situations 

Leeds 
Subsidiary of Seneca 

Partners Ltd 
5 

Acceleris Capital Ltd 
Venture Capital Investment 

EIS and non-EIS 
Manchester 

Subsidiary of Seneca 
Partners Ltd 

32 

Seneca Investment 
Managers Ltd 

Fund Management Liverpool 

Common Shareholders 
with Seneca Partners Ltd 

 

350 

Seneca Secured Lending 
Ltd 

Bridge Finance 
Haydock/ 

Birmingham 
19 

Seneca Banking 
Consultants Ltd 

Bank Miss-selling Advice Bolton n/a 

Source: Seneca; AllenbridgeIQ 

The Seneca companies have a total staff of around 70 and are continuing to grow; Seneca Partners 

Limited, under review here, employs 30 and manages £53 million: £34 million of EIS funds, and £19 million 

of BR inheritance tax products. The Seneca affiliation of companies manages around £400 million.   

Seneca has a narrow if expanding product range.  Having started as a corporate financer of SMEs in 2012 

it expanded into EIS funds with an approved EIS fund, followed by the portfolio service the following year 

and an inheritance tax product the year after. Regarding product range, Seneca’s short term aim is to 

concentrate on strengthening its current product range before launching further products.  

Regarding AUM, from a relatively small amount of AUM in 2012, funds have grown strongly since the 

launch of its first EIS fund in December of that year. 
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CHART 1:  

SENECA AUM GROWTH AS AT MAY 01 2016    

 

Source: Seneca; AllenbridgeIQ 

With the addition to its product range of an inheritance tax BR solution in 2014, AUM again rose strongly.  

AUM also benefitted from Seneca’s strengthening market profile; the firm successfully established itself, 

through its sales campaigns, as a regional alternative corporate financier and EIS. Its market profile was 

further enhanced by the publicity generated by its remarkable AIM record of its portfolio companies.  

The chart below illustrates the breakdown by AUM of Seneca’s retail product range (“Others” refers to 

non-tax advantaged, bespoke investments such as loan stock on a large property assets):  

CHART 2:  

PRODUCT BREAKDOWN OF SENECA’S AUM AS OF 1 AUGUST 2016 

 

Source: Seneca; AllenbridgeIQ 
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We would expect Seneca’s AUM to continue rising in the foreseeable future thanks to the lack of strong 

competition from regional managers in EIS and the commitment of Seneca’s board to its ambitions to 

grow as evidenced by the resource it allocates to the growth in tax advantaged investments. To help 

maintain its AUM growth, Seneca has engaged additional salespeople to help the sales director cover a 

widening audience of wealth managers. In addition, Seneca has engaged the specialist marketer, LGBR 

Capital since January 2015 to help raise assets.  

Seneca has a dedicated client relationship team at its Haydock office, which handles incoming queries 

from advisers and clients. Seneca has three field-based staff to visit advisers and high net worth investors 

at their offices and three dedicated customer service managers. IFAs can log in on line and draw down a 

valuation statement for their clients, a feature not offered to clients because of compliance issues, Seneca 

states. Valuations of the portfolio companies are updated monthly; investors receive a six monthly 

valuation statement on their investments, showing performance and corporate activity. For each deal, 

investors will receive a business summary of the rationale for investment. The Seneca website provides 

details of each portfolio investee company, with updated news flow on and pricing for the AIM-listed 

companies.  

We reviewed the Manager’s complaint procedure and found it robust and detailed. The Manager stated 

that to date it has not received a complaint that required escalation.  

Financial & Business Stability 

As mentioned above, Seneca was founded in 2010 by five professionals, raising additional funds from 

personal contacts who became passive investors. Three of the five professionals formed the board: Ian 

Currie, Richard Manley, and Steve Charnock. No individual shareholder owns more than 12.5%, resulting 

in a shareholder base that is unlikely in the near future to be influenced by one or more shareholders and 

can operate relatively democratically. The directors also benefit from diversified revenue from other 

Seneca companies. 

As described to Allenbridge, a significant portion of Seneca’s revenue (57%) has to date been derived 

from initial fees levied for running its two discretionary EIS and Inheritance Tax (‘ITS’) management 

services. The Manager, depending on the success of the EIS Service, will be due to collect AMC’s (capped 

at 4 years) and also performance fees once hurdle rates have been met. However, as the majority of the 

holdings within the Service are within their 3 year minimum holding period, only the initial fees are 

included in the Manager’s accounts appended below. The remaining 43% of turnover is derived from 

activities relating to their corporate finance business and administration for other parts of the wider 

Seneca ‘group’.  

Considering the summary accounts, total revenue have increased significantly between 2014/15 and 

2015/16, pushing the firm into profitability, thanks to strong fundraising, which boosted initial fees. 

Regarding the receiving of deferred fees, the Service’s portfolio of companies is still relatively young, 

however, a large proportionate number of the portfolio companies have listed on AIM, which may provide 

a prompt exit after the fourth year of trading through the liquidity of listed equities.  

TABLE 2:  

KEY FINANCIAL METRICS SUMMARY 

(£'000)  To March 2016 To March 2015 

Total Revenues 2,073 1,825 

Pre Tax Profit 245 473 

Profit Margin 12% 26% 

Net Balance Sheet Assets 1,112 932 

Debt to Assets 0% 0% 

Net cash flow from Operating Activities 745 194 

Source: Seneca; AllenbridgeIQ 

Note: The figures above denoted the performance of the Seneca Partners Limited, excluding the subsidiaries  
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Seneca (as distinct from the wider ‘group’) could be vulnerable to legislation changes since it relies  to a 

significant extent on the revenues generated from tax advantaged products. However, as mentioned 

above, the revenues generated from Seneca is smaller in comparison to the income generated by the 

wider group of Seneca branded companies, hence, the impact of changes in legislation may be minimal. 

In this context, the Manager accounts for approximately 20% of the ‘group’ turnover.     

The initial fees depend strongly on Seneca’s ability to fund raise; given its strong fundraising in 2015 and 

year-on-year increase in fundraising, it is reasonable to expect that this is likely to be a relatively reliable 

source of income for the foreseeable future for reasons described above under Manager Profile. Seneca 

will also benefit from a performance fee triggered if its portfolio companies secure a positive exit for 

investors: Seneca will receive 20% of distributions made to investors on amounts above a hurdle rate of 

109p per 100p share invested. As referred to above, many of the portfolio companies have listed on AIM 

which could theoretically result in the prompt payment of this bonus after the third year of trading since 

there is always a mechanism to sell listed equities. However, this does depend on the share price 

adequately trading at a premium to the Service’s buy price and currently several of the shares are trading 

at a loss to the price paid by Seneca’s investors. However, the potential for receiving performance fees is 

unpredictable, though the probability increases hand in hand with the maturity of the portfolio and size of 

the portfolio.  

In summary, Seneca has demonstrated ample working capital to maintain its activities in the short to 

medium term, irrespective of whether it secures performance fees or initial fees on future fund raising. 

This is evidenced by its net cash flow from operating activities of £745,000 as at the time of writing this 

report, up from the previous year.  

It should also be noted that the Seneca ‘group’ is likely to provide the Manager with support in terms of 

staff and working capital if called upon. However, since three of the six affiliated companies are not 

controlled by Seneca but by common shareholders, it may not be enforceable and could also prove 

unpredictable.  

The Manager operates from an office in Haydock. It employs 30 members of staff. It has just hired two 

new members of the team and expects to hire more in 2016.  

Track Record 

Overall tax product performance: Seneca began investing in tax-advantaged investments in 2013; it has 

two tax-advantaged investment products open for subscriptions: an EIS Service and an inheritance tax 

service. It also invested in four single EIS portfolio companies via a small Approved EIS Fund (prior to 

launching through the Seneca EIS Portfolio Service Service) in 2012 which is now closed to subscriptions; 

it made four investments in four companies and was regarded by Seneca as a beta test launch prior to 

launching its EIS Portfolio Service. One of these four companies exited early as it was acquired by another 

entity; the deal generated a return of 1.8x for investors albeit at the expense of losing the EIS benefits. 

The Manager accepted an early opportunity to exit, as they felt it was the prudent choice at that point in 

time. However, it has to be noted that even though the deal yielded a fair return, it is unknown whether or 

not a more advantageous or equivalent multiple could have been achieved after the EIS mandatory 

holding period. 

Although clearly the period of analysis is very short, since most portfolio companies remain within the 

three year EIS holding period, where Seneca’s performance differentiates itself from others is by the very 

high number,13, of AIM listings its portfolio companies have obtained. Although, we note as at 21 

September 2016 that some of the companies are currently trading below their purchase price.  The AIM 

element of the whole portfolio is trading at a profit of circa 43% which is encouraging, while also 

facilitating a valuable exit mechanism for investors, it has also placed the pertinent shares at the vagaries 

of a market that can be volatile and where exiting shareholders may drive down the price. We discuss this 

further in the Performance section of the EIS Service. In summary, the time period is rather short to allow 

a meaningful analysis of Seneca’s track record in tax advantaged investments, however, we note certain 

strong features, such as the AIM listings and the relatively embryonic inheritance tax service has achieved 

its short term financial goals. 
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Overall fundraising performance: In the last five years, Seneca’s fund raising has consistently met its 

campaign targets.  Beginning with modest fund raising amounts in the firm’s first year of trading, fund 

raising has grown substantially year on year as the firm established its regional presence and widened its 

product range.  

CHART 3:  
FUNDRAISING TRACK RECORD  

 

Source: Seneca; AllenbridgeIQ 

Quality of Governance and Management team 

Within the limits of a relatively small investment firm, Seneca has put in place governance structures 

which are robust and defensible, through the use of four committees that detail process and allocate 

responsibility to individual directors: an Executive Committee which runs the firm, an Investment 

Committee which opines on all fund decisions, a Management Committee effectively project-manages, 

and a Compliance Committee which seeks to identify and address issues of risk and compliance. The 

minutes of the meetings are taken for all except the Management Committee, and we have seen 

examples.  

TABLE 3:  

OVERSIGHT COMMITTEES 

 Details 

Executive Committee 

Mandate: Manage, oversee and implement the daily strategic and 
operational activities of the firm 

Members:  All executive board members  

Frequency: Quarterly 

Management Committee 

Mandate: Project management of all products 

Members:  Main directors plus heads of department 

Frequency: Weekly 
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Investment Committee 

Mandate: Oversee and ratify the daily and on-going investment/portfolio 
activities of Seneca 

Members: All executive board members plus senior investment 
personnel 

Frequency: Monthly, or as and when required 

Compliance Committee  
 

Mandate: To review the daily activities of Seneca in relation to risk and 
compliance 

Members: Compliance Director, Compliance Officer, CEO 

Frequency: Daily 

Source: Seneca; AllenbridgeIQ 

The Executive Committee deals with all decisions and considerations with regard to the running and 

direction of the firm. It sets strategy, based on operational milestones, allocates resource, and rules on 

risk/compliance issues that have been escalated by the Compliance Committee.  It reviews key personnel 

and writes the business plan to meet the firm’s ambitions. This Committee comprises of the three 

directors and the three non-executive directors. It meets at least quarterly; all three main directors must 

attend and decisions are arrived at with a quorum of four. We have studied examples of the minutes of 

these meetings which were detailed and apposite to the topics under scrutiny.  

The Management Committee sits weekly to deal with activity issues within project management 

including the allocation of resource available within the firm, dealing with staff issues, project analysis, 

and pipeline development. Taking a pragmatic approach, issues that can be resolved at this level will be. 

Decisions are arrived at democratically through compromise and agreement between the different 

divisions. If ratification at the executive level is required, issues will be escalated to the Investment 

Committee but normally points are resolved.  

The Investment Committee is specifically comprised of individuals with expertise in EIS and early stage 

company investment (it is constructed differently for ones that monitor the inheritance tax service) 

considers issues relating to the review and management of the Seneca EIS Portfolio Service’s investment 

policies, strategies, transactions and direction. It sets all aspects of the investment process, reviews 

existing investments and ratifies proposals of new ones. It reviews client portfolios, agrees valuations, and 

considers offers to exit proposed by its portfolio companies. The Investment Committee comprises the 

board directors plus the senior investment personnel. It meets monthly or as required. Should any 

member of the Investment Committee be unable to attend a meeting, their views will be sought in 

advance and conveyed during the meeting. The Committee may invite other members of the Advisory 

Partners Network to join the committee on an issue by issue basis, where it is believed their input and 

involvement will be beneficial. The Advisory Partners Network comprises successful entrepreneurs, 

business owners and senior level executives with whom Seneca has established longstanding 

relationships. The Manager informed us that Nick Leitch, who was one of the Investment Committee 

members, left Seneca recently and no replacements will be sought. At the time of writing, there were 

only two members and their bios are shown in Appendix 1.    

The Regulatory/Compliance Committee opines on ongoing risk mitigation issues, the firm’s compliance 

monitoring programme, client issues including money laundering checks, and suitability and 

appropriateness checks. The firm’s CEO, compliance officer and compliance manager meet daily to 

discuss regulatory and compliance issues, generally with regard to individual client checks and the 

information that clients are receiving. If any issue is outside their knowledge base, they will seek third 

party specialist advice.  

Seneca provides corporate finance and advisory services to some of the investee companies which may 

create a conflict of interest with investors. However, Seneca operates under a stringent compliance 

procedures to address such matters and the conflicts of interest policy adhered is detailed and 

comprehensive.  
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Product Quality Assessment 

Investment Team   

Seneca has six investment professionals actively running the Service. Three of the six have worked 

together or known each other for at least five years being the directors and founders of the firm. They 

constitute the core of the original team, which is supported by two additional investment managers hired 

in 2014 and 2015 to deal with the rising AUM and a member of Acceleris, the Manchester based subsidiary 

and VC specialist, bought by Seneca when the EIS Service was fledgling. All members of the team have 

knowledge and expertise of investing in SMEs and EIS.  

TABLE 4:  
KEY INVESTMENT PROFESSIONALS 

Name Job title 
Date 

started  
Biography 

Ian Currie Director 2010 

Ian qualified as a chartered accountant in 1986 
with KPMG and has been involved in corporate 
finance with Peel Hunt & Co, Apax Partners & Co 
and Altium Capital. He co-founded Zeus Group 
and at the point of demerger in 2010, the Group 
had over £350m of assets in a variety of 
businesses, including corporate finance, private 
equity, stockbroking and pension administration. 
Ian sits on the board of Hedley & Co Stockbrokers, 
is a founder and majority shareholder of Liberty 
SIPP, is a partner of Palatine Private Equity LLP and 
is on the board of trustees for the Lowry Arts 
Centre in Manchester. 

Richard Manley  Director 2012 

Richard qualified as a chartered accountant with 
KMPG in 2003. He worked for KPMG for over five 
years, initially in their audit business and latterly 
in their corporate recovery division working on 
financial and operational restructurings and 
formal insolvencies. In 2007, Richard joined NM 
Rothschild’s leveraged finance team in 
Manchester before joining Cenkos Fund Managers 
in June 2008. Richard holds a BSc (Hons) in 
Mathematics from the University of Birmingham.  

Steve Charnock  Director  2011 

Steve qualified as a chartered accountant in 1986 
before joining Charterhouse Securities as a 
building and construction analyst, later becoming 
a managing director and head of research. He was 
voted number one construction analyst in 2000 
and 2001 in the Reuters survey for UK smaller 
companies. Steve set up a consultancy in 2003, co-
founded Cenkos Fund Managers in 2007 and sits 
on private and public company boards. Steve has 
managed investments of over £100m into UK 
SMEs over the last 10 years.  
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Norman Molyneux  
Director of 
Acceleris 
Capital  

2012 

Norman is a director of Acceleris Capital Ltd, a 
subsidiary of Seneca Partners Ltd. He qualified as 
an accountant in 1981. Since then, he has worked 
as a management consultant for Price 
Waterhouse and has held board positions in 
manufacturing companies. In 2005, he completed 
a master’s degree in Finance and Accounting and 
he is FCA-approved. Norman founded Acceleris in 
2000. Norman has been advising and securing 
funding for high growth companies for the last 15 
years.  

John Davis  
Investment 

Director 
2014 

John joined Seneca Partners in June 2015 as 
Investment Director, assisting in the deal 
execution of new EIS investments and managing 
the EIS investment portfolio. John qualified as a 
chartered accountant in 2006 having worked for 
PwC and RSM Robson Rhodes for a combined 4 
years, initially in their Audit businesses and 
latterly in Robson Rhodes’ Transaction Services 
team. In 2007, John joined BDO, where he worked 
in the Transaction Services. In 2012, John joined 
Clearwater Corporate Finance. John holds a BSc 
(Hons) in Business and Financial Management 
from the University of Salford.  

Connor Grimes 
Investment 

Director 
2015 

Connor joined Seneca Partners in September 
2014. He actively monitors our existing portfolio, 
conducts due diligence on potential investee 
companies and is part of the deal execution team 
on new investments. He also heads up our 
internal reporting and monitoring function which 
forms the basis of all investor portfolio 
communications. Previously he gained experience 
at Kleinwort Benson in London working with their 
Finance and Principal Investment & Advisory 
teams. Connor is a graduate of the Rotterdam 
School of Management where he earned an MSc 
in Finance & Investments. Alongside his academic 
and professional backgrounds, he has competed 
at the highest level in field hockey in the 
Netherlands and represented Canada at the 
Beijing Olympic Games.  

Source: Seneca; AllenbridgeIQ 

The team will be assisted when required by other members of Acceleris Capital, a subsidiary of Seneca.  

Acceleris advises and raises funds for early and development stage businesses, many of which are EIS 

qualifying. With the support of Acceleris to cover the need for additional personnel and to mitigate 

against key man issues, we conclude that the team is appropriately qualified and has relevant expertise to 

run the Service’s mandate with no key man issues apparent. 

Investment Strategy & Philosophy 

The Service is an evergreen product that allocates investor capital broadly into four to six EIS qualifying 

investments in UK SMEs located mainly in the Midlands, the North West, Yorkshire and the North East on 

a generalist basis. The Service aims to provide investors with an exit in less than five years. The current 

timeline is for investors to be fully invested in around eight months from the date of subscription which is 

ahead of the long stop date of 12 months in the Information Memorandum. 

The primary objective of the Service is capital growth with the investments into later-stage, established, 

well-managed businesses, to promote growth projects. The companies will need to have strong 

management above all, sound financial metrics, established market share, and a product or service that 

can be quickly scalable.  
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The Service tends to avoid technologies that require high levels of capital to develop or firms that are in 

heavily regulated environments. The Service will provide small businesses with growth and development 

capital and advisory support, where the fundamentals appear to offer good growth prospects within five 

years of investing. The Manager will expect to invest between £500,000 and £2 million in each portfolio 

company, making four to six diverse holdings within each investor’s individual portfolio.  

Seneca is a generalist Service with no sector bias. Each investor’s portfolio should have a degree of sector, 

industry and investment-stage diversification. However, the Manager prefers to select investments on 

their commercial merit rather than as part of an overall investment strategy.   

The Service will seek to exit between four to five years after the initial investment. When the time comes 

for the Service to realise its investments, a market value should have been established that will yield a 

price that will equate to an IRR of around 15% per annum, through an exit route facilitated by one of the 

following:  

 Sale to third party or trade sale;  

 Flotation on AIM or other public markets; 

 Management buy-out by other shareholders or by the portfolio company itself; or 

 A sale in the public markets. 

The Service is likely to make follow-on capital available to its portfolio companies. Generally, the Service 

will pay a price at par with the original investment valuation or potentially at a premium. If a premium is 

being asked, the uplift in valuation must be fully evidenced by Seneca, as shown by clear growth, and key 

milestones achieved in accordance with the original plan.  

Pipeline/Prospects and Current Portfolio 

This is an evergreen service and its existing portfolio of investments has evolved over time to adjust for 

the market opportunity. As stated, the Service has no sector bias, however, 

biotechnology/pharmaceuticals is a significant component of the aggregate portfolio, which Seneca 

attributes to the chance success of the companies in this sector (four of the nine in this sector have 

progressed to AIM), which both grew and received further financing rounds. Seneca expects the bio-

technology/pharmaceutical sector to reduce significantly as the relevant portfolio companies become a 

smaller component of the overall portfolio, which is an issue we will monitor.  

CHART 4:  

CURRENT SUB SECTOR ALLOCATION OF EIS PORTFOLIO  

 

Source: Seneca; AllenbridgeIQ 
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Seneca has at least five portfolio companies, with total investment size of £9.5 million, which are 

currently undergoing due diligence, the details of which cannot be disclosed. However, Seneca expects 

the pipeline, if fulfilled, to be divided into the following sectors: 

CHART 5:  

PIPELINE OF COMPANIES BY THEIR INDIVIDUAL SECTORS 

 

Source: Seneca; AllenbridgeIQ 

In addition to this pipeline of new opportunities, Seneca expects to provide follow-on finance to around 

40% of the Service’s current portfolio companies. It is predicted that new investment to follow-on 

investment will be in a ratio of 60/40 respectively. Based on the Service’s fundraising record, the growing 

portfolio, Seneca’s strengthening position in the regions, we conclude that deal flow should be ample.  

Investment Process 

We have reviewed the investment process for this Service and were impressed with the structure and 

clarity of the adopted processes. The below graphic summarises the different stages of the investment 

process: 

CHART 6:  

SIMPLIFIED ILLUSTRTATION OF THE INVESTMENT PROCESS  

 

Source: Seneca; AllenbridgeIQ 

Seneca has a network of 150 professionals, who are well-regarded entrepreneurs and professionals with 

personal and professional connections in venture capital and SMEs. In addition, Seneca has strong 

contacts with the following from whom it sources investment opportunities: 

 Financial intermediaries;  

 Industrial spin-out departments;  

 Investors and associated entrepreneurs; 

 Technology and science parks. 

This network introduces over 500 potential EIS deals per year to Seneca. Some deals are unsolicited, 

many are referrals from professionals such as solicitors and accountants. The ones that have the following 

strong business fundamentals proceed to due diligence and the rest will be rejected 
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 Are revenue generating; 

 Have a strong management team; ideally with a record of commercialisation of that particular 

trade; 

 Management and shareholder goals are aligned; 

 Is trading in a product or service that has proof of concept; 

 Can demonstrate a strong balance sheet; 

 Has a viable growth strategy; 

 Has a defensible market share; 

 An exit must be visible and anticipated to take place within four to five years of investment; 

 Target IRR must be a minimum of 15% per annum (excluding EIS tax reliefs).  

Senior management within the investment team appoint an investment director, referred to by the firm 

as the “sponsor”, to lead the due diligence work, contact the relevant management team of the portfolio 

company and arrange a meeting. The deal sponsor is chosen based on the relevance of the person’s 

background to the portfolio company and their availability and is supported by a “secondary sponsor” 

who is appointed to support the lead sponsor. The meetings may be attended jointly or separately by deal 

sponsors who may call upon their colleague’s expertise. 

For the deals that pass the first level of due diligence, the sponsor writes a summary of the potential deal 

to share with the investment team members. The summary will include key features, market analysis, 

possible entry price, exit strategy, potential returns and key due diligence issues. The team will discuss 

initial high level findings, at which point the opportunity is either declined or it is agreed that Seneca will 

undertake a deeper level of due diligence, completing an investment paper; a more detailed investigation 

of the investment opportunity is undertaken to prepare an investment paper, including legal, commercial, 

management and financial details, deal structure, forecasts, valuations, a finalisation of deal structure. 

Heads of terms are agreed with the portfolio company. At this stage Seneca would normally seek 

advanced assurance from HMRC that the proposed share issue will be eligible for EIS. The number of 

meetings and amount of time allocated to this process is unlimited until the team is confident that the 

investment paper should be escalated to the Investment Committee for its formal approval. The 

Investment Committee convenes and reviews; any issues are dealt with and the Committee’s signs off; 

Seneca duly instructs the custodian to deploy capital.   

Of the 500 proposals, as a rule, around 300 are filtered out at outset, leaving 200 to undergo initial due 

diligence, including meetings with management. Of these 200, around 40 might move on to the 

advanced due diligence stage, of which 20 might be escalated to the Investment Committee. Of the final 

20, 15 are likely to proceed (not all portfolio companies will agree to the terms).  

Post the deployment of capital, Seneca will take a board position on the portfolio company or obtain 

observer rights. Seneca will review the company’s performance monthly, taking remedial action for any 

underperformance, and managing alignment to the exit strategy. When an exit offer is presented, the 

entire process is repeated before any sale is agreed or completed.  

Risk Management 

Seneca’s belief is that traditional financial gauges and instruments used in portfolio management such as, 

using their examples, stop losses, sell orders, correlation matrices, and efficient frontiers are not 

applicable when dealing with the SMEs, because they are invariably unquoted and cannot provide strong 

metrics or historical data for analysis. Hence, Seneca emphasises the risk mitigation value of ensuring 

that the portfolio company shares are bought at good valuations, emphasising the rigour of its due 

diligence at outset. High debt burdens, inexperienced management, unrealistic valuations, and unrealistic 

revenue projections are all strong warning signs. Seneca relies strongly on qualitative judgement of 

management.  

Seneca also stresses the risk mitigation value of providing portfolio companies with ongoing support, and 

added value during their important growth stages, and the monitoring of each company from their board 
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downwards. Hence, monitoring by a board position or observer rights are stipulated at outset, carefully 

watching to see that milestones are met. Through its monitoring role, Seneca will watch for threats to 

revenues such as the loss of major customer, or disruptions to the management team, supplier issues that 

could disrupt production, or regulatory change raising production costs. All such issues would instigate a 

more formal review of the investment.  

To protect against EIS qualification issues, advance assurance from HMRC will be obtained for Portfolio 

Companies prior to investment.  

Seneca will seek to protect itself against boards acting outside the interests of its investors by asking for 

written shareholder agreements and may receive such preferences or rights as can be received under the 

EIS rules, where applicable.   

At the portfolio level, the Service has guidelines for diversification.  The minimum number of holdings per 

shareholder subscription is four, preferably six. At least four of the holdings (if it is six or all four if not) 

should be trading in different sectors. Preferably the holdings will demonstrate other disparate 

characteristics that might suggest diversification benefits, such as being at different stages of their 

development, or trading in different geographical areas. The investment committee manages the risks of 

individual client portfolios; it aims to limit the exposure to a single company 10% to 25% of the invested 

amount and diversify subscriptions across various sectors.  

Key Features 

The following fees (number 1-4) describe the fees directly payable by the investors and the product fees 

(number 5) incurred by Seneca.   

1. Initial and Ongoing Fund Management Fee 

TABLE 5:  
FEES PAID TO THE MANAGER 

Initial Fees (Fund Setup Fees) 
Ongoing Annual Management 
Fees 

Fees paid to Custodian  

2% of gross investments 2% of gross investments* 0.35% 

Source: Seneca/AllenbridgeIQ 

 

The annual management fee is calculated based on the investor’s original subscription. The annual 

management fee will only become payable upon realisation of any portfolio investment and after 

investors have received back their original stake in that company. If returns are insufficient from the 

gains, Seneca will forfeit its fees. This is a rare and commendable feature, aligning Seneca’s interests with 

those of its investors, at least in part.  

2. Early bird fees and other discounts 
 
There are no early bird fees offered from this Service. 
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3. Subscription/Application Fees 

TABLE 6:  
SUBSCRIPTION/APPLICATION FEES 

Type of Investor 
Initial Application Fee (and initial 
commissions/initial adviser 
charges) 

Ongoing management charges 
(and ongoing 
commissions/ongoing adviser 
charges) 

Direct Application (investors who 
make an application, without 
using a financial advisor or 
‘execution-only intermediary)’ 

5% 2 

Application through an adviser 
(investors who make an 
application through a registered 
financial adviser with an ongoing 
fee) 

2% 2 

Source: Seneca; AllenbridgeIQ 

 

4. Performance Fee 

Seneca charges a performance fee of 20% on capital returns in excess of 100% of capital invested per 

investor. While we acknowledge that this is common across the industry, we would prefer a higher 

performance fee trigger to reflect the opportunity cost for investors and the erosion of the value of capital 

due to time. In addition, the fee is not levied per company but rather across the aggregate holdings of 

each client, which would seem more equitable. The deferred annual management fees will be paid after 

investors receive back 100p per share but before they receive excess distributions beyond this.   

5. Product Fees 

The detailed fees are listed in the following table. 

TABLE 7:  
FEE DETAILS 

Fees Details 

Administration Charge (charged by the 
Custodian) 

0.35% plus £75  

Annual Management Charge 2% 

Arrangement Fee (% of deal) 0-4% 

Average Annual Costs 0% 

Directors’ Fees 0% 

Excluded Costs 0% 

Historical Cap Costs 0% 

Recent Running Costs 0% 

Running Costs 0% 

Dealing costs 
(charged by the Custodian) 

0% 

Source: Seneca; AllenbridgeIQ 

The annual management tariff and initial fees are in line with competitor albeit deferred. The Manager 

has charged some investee companies an arrangement fee; this is charged on a case-by-case basis. This 

has been as high as 4% arrangement fee though the weighted average arrangement fee charged has 

been 1.7%, we note that the individual fees charged has ranged from 0% to 5%, which implies that some 

deals may be charged at the higher end; notwithstanding the fact that it is to be paid by the portfolio 

company.  
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Performance 

The Service’s portfolio began in 2012, making its first investment in spring 2013. The majority of its 

investments therefore are still within the three year obligatory EIS holding period. Since 2013, the Service 

has made 42 investments in 25 companies of which 12 have been listed on AIM.  

Regarding the unquoted company portfolio, applying British Venture Capital Association Guidelines 

(“BVCA”), Seneca values unquoted companies under management at cost, unless there is a recognised 

impairment to warrant a reduction or a valid reason to revalue upwards. None of the unlisted businesses 

has suffered an impairment to date; four have been valued upwards, as follows: 

TABLE 8:  
PERFORMANCE FIGURES UNQUOTED AS AT 21ST SEPTEMBER2016 

Unquoted Stock Date Invested Change % Invested Value 

Yorkshire Process Technology (1) Apr-2013 13.2% £29,150 £33,000 

Yorkshire Process Technology (2) Apr-2015 0.0% £130,032 £130,032 

FJ Holdings Jan-2014 0.0% £400,007 £400,007 

Cytox Mar-2014 0.0% £250,000 £250,000 

Reacta Biotec Mar-2014 0.0% £45,000 £45,000 

Incorporate Travel (1) Apr-2014 0.0% £300,000 £300,000 

Incorporate Travel (2) Jul-2014 0.0% £325,200 £325,200 

My Parcel Delivery (1) Apr-2014 25.0% £500,000 £625,000 

My Parcel Delivery (2) Apr-2015 11.1% £300,150 £333,500 

My Parcel Delivery (3) Apr-2016 0.0% £600,000 £600,000 

Rockar Aug-2014 0.0% £1,000,000 £1,000,000 

JS Commissioning Sep-2014 0.0% £150,000 £150,000 

Redag Crop (1) Oct-2014 117.3% £499,999 £1,086,612 

Redag Crop (2) Dec-2015 0.0% £500,002 £500,002 

Redag Crop (3) Feb-2016 0.0% £199,998 £199,998 

WSR Medical Solutions Mar-2015 0.0% £450,000 £450,000 

23.5 Degrees Sep-2015 0.0% £1,349,578 £1,349,578 

Foodpack Oct-2015 0.0% £1,275,000 £1,275,000 

Vapour Media Apr-2016 0.0% £750,000 £750,000 

Jump Xtreme Jun-2016 0.0% £1,200,323 £1,200,323 

Wejo Jul-2016 0.0% £1,265,306 £1,265,306 

Source: Seneca; AllenbridgeIQ 

The Service has also completed 22 investment rounds in 13 companies that listed on AIM soon after the 

deployment of capital. At the time of writing this report, 8 of these investment rounds were below the 

share price paid by Seneca with the AIM content as a whole showing an uplift of circa 43%.  
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TABLE 9:  

PERFORMANCE FIGURES OF AIM LISTED COMPANIES AS AT 21ST SEPTEMBER 2016  

 
Date 

Invested 

Cost 
Share 
Price 

Current 
Share 
price 

Change  
Amount 
Invested 

Current    
Value 

Kalibrate 
Technologies PLC 

Nov-13 £79.00 £83.50 5.70% £280,001 £295,951 

Premaitha Health 
PLC (1) 

Jul-14 £11.00 £10.62 -3.45% £366,886 £354,212 

Premaitha Health 
PLC (2) 

Jul-15 £20.00 £10.62 -46.90% £610,000 £323,910 

Optibiotix Health 
PLC (Exit) 

Aug-14 £8.00 £81.52 918.99% £264,448 £2,694,709 

Optibiotix Health 
PLC (1) 

Aug-14 £8.00 £71.00 787.50% £235,552 £2,090,523 

Optibiotix Health 
PLC (2) 

Feb-16 £78.00 £71.00 -8.97% £1,000,000 £910,256 

Collagen 
Solutions PLC 

Dec-14 £7.00 £8.38 19.71% £206,850 £247,629 

Premier 
Technical 
Services Group 
PLC 

Feb-15 £52.00 £73.00 40.38% £651,553 £914,680 

RedX Pharma Ltd 
(2 to 5) 

Numerous £50.00 £54.50 9.00% £836,926 £912,249 

RedX Pharma Ltd 
(6) 

Sep-14 £56.00 £54.50 -2.68% £1,087,758 £1,058,622 

RedX Pharma PLC 
(IPO) (7) 

Mar-15 £85.00 £54.50 -35.88% £865,110 £554,688 

RedX Pharma (8) Mar-16 £35.00 £54.50 55.71% £1,553,069 £2,418,350 

Gear4music PLC Jun-15 £139.00 £234.50 68.71% £1,250,001 £2,108,814 

Evgen Pharma 
Ltd (1) 

Aug-15 £26.13 £30.00 14.83% £500,137 £574,320 

Evgen Pharma 
PLC (IPO) 

Oct-15 £37.00 £30.00 -18.92% £600,000 £486,487 

Totally PLC (1) Sep-15 £17.50 £67.50 285.71% £157,500 £607,500 

Totally PLC (2) Apr-16 £62.00 £67.50 8.87% £1,201,066 £1,307,613 

Venn Life 
Sciences Holdings 
PLC 

Oct-15 £22.00 £28.25 28.41% £345,800 £444,039 

Nektan PLC (1) Dec-15 £145.00 £42.00 -71.03% £685,000 £198,414 

Nektan PLC (2) Mar-16 £81.00 £42.00 -48.15% £270,000 £140,000 

Yu Group PLC Mar-16 £185.00 £270.00 45.95% £881,249 £1,286,148 

LoopUp Group 
PLC 

Aug-16 100.000 120.500 20.50% £400,000  £482,000  

Source: Seneca; AllenbridgeIQ 

The number of early AIM listings is remarkable for VC style investment, which traditionally can take years 

to provide its investors with an exit route. Among competing rival products, such results so early on are 

highly unusual. However, the advantage of the liquidity and price visibility should be balanced to some 

extent by the fact that investments can be effected by short term market volatility. Seneca’s investment 

strategy is to hold for at least three years to avoid the loss of the EIS tax benefits, hence, we acknowledge 

that it would not have looked to market-time a sale of the AIM stocks for its investors.     
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Appendix 1: Key Personnel 

Directors 

Ian Currie 

See above 

Richard Manley 

See above 

Steve Charnock 

See above 

Members of the Investment Committee  

Tim Murphy 

Tim is a Director of Seneca Banking Consultants Ltd. He began his finance career with Barclays in 1983 

where he undertook corporate and credit roles, before joining County Natwest in 1990 where he worked 

in structured and acquisition finance. In 1993, Tim joined the Royal Bank of Scotland’s fledgling 

acquisition finance business, initially establishing the Leeds office. He was subsequently responsible for all 

UK regional teams before, in 2002, founding RBS Corporate & Structured Finance. As joint managing 

director, he had responsibility for the national mid-cap structured finance business, whilst being a 

member of the Banks Corporate Credit Committee. In 2005, Tim joined Deloitte (Manchester) as a 

corporate finance partner to establish the National Debt Advisory business, advising on capital raising and 

stressed debt refinancing. After a successful spell, he joined HBOS as UK Managing Director, Large 

Corporate in 2008. Tim joined Seneca from NorthEdge Capital, where he was a founding partner. Tim’s 

investment record includes working on an EIS investment into a specialist healthcare manufacturer WS 

Rothband and the MBO of rented storage company Smart Storage. 

Norman Molyneux 

Norman is a director of Acceleris Capital Ltd, a subsidiary of Seneca Partners Ltd. He qualified as an 

accountant in 1981. He has worked as a management consultant for Price Waterhouse and has held board 

positions in manufacturing companies. In 2005, he completed a master’s degree in Finance and 

Accounting and he is FCA-approved. Norman founded Acceleris in 2000. He has been advising and 

securing funding for high SME for the last 15 years.  
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This report is published by Allenbridge Limited. It is normally available to Professional Advisers by private 

subscription.  

 

 

 

 

 Allenbridge Limited 2016 

8 Old Jewry, London EC2R 8DN  
Telephone 020 7079 1000 
 

Allenbridge is a trading name of Allenbridge Limited which is incorporated and registered in England and  

Wales - Registered number 07435167 - Registered office 8 Old Jewry London EC2R 8DN Allenbridge 

Limited is an appointed representative of Allenbridge Capital Limited which is Authorised and Regulated 

by the Financial Conduct Authority.  

 

NOTE: 

Readers should note that investment in a Venture Capital Trust, BR IHT or EIS carries a greater risk than 

some other investments, there is unlikely to be an active market in the shares, which will make them 

difficult to dispose of, and proper information for determining their current value may not be available. 

Prospective investors are strongly advised to consult their professional adviser about the amount of tax 

relief (if any) they can obtain.   

 

Although we have taken reasonable care to ensure statements of fact and opinion contained in this 

document are fair and accurate in all material respects, such accuracy cannot be guaranteed. Accordingly, 

we hereby disclaim all responsibility for any inaccuracies or omissions, which may make such statements 

misleading, and for any consequence arising there from. While reports in this publication may make 

specific investment recommendations, nothing in the publication enclosed with it is an invitation to 

purchase or subscribe for shares or other securities. 


