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The informa�on contained in this announcement is restricted and is not for publica�on, release or distribu�on in the United

States of America, any member state of the European Economic Area, Canada, Australia, Japan or the Republic of South

Africa.

 

This  announcement contains  ins ide information.

 

14 March 2023

 

Literacy Capital plc ("Literacy" or the "Company")

 

Portfolio disposal at significant premium

 

Disposal highlights

 

·    Sale of Kernel Global at a 48.9% premium to carrying value

·    Literacy's interest valued at £28.6m, resulting in a £9.4m (3.7%) uplift to Literacy's NAV

·    Literacy receives £19m in cash as part of the transaction, whilst it also retains a residual stake in the business

·    The sale delivers a 9.8x return, with no carried interest payable by Literacy

·    Cash proceeds shall be used to repay the RCF and recycled into new investments

 

Portfolio update

 

Li teracy is  pleased to announce a transac�on involving i ts  por�ol io company, Kernel  Global  ("Kernel"), funded by Three

Hi l l s  Capital  Partners . Kernel  i s  a  high qual i ty recruitment group, comprised of two trading brands, that Li teracy invested

into in June 2018.

 

O n 31 December 2022 (the date of Li teracy's  most recent quarterly factsheet and NAV update), Kernel  was  Li teracy's  fourth

largest investment (equating to 7.6% of NAV).

 

The transac�on values  Li teracy's  stake in Kernel  at £28.6 mi l l ion, a  48.9% premium to the carrying value on 31 December

2022 of £19.2 mi l l ion.

 

Had Kernel  been valued on 31 December 2022 in l ine with the valuation in this  announcement, the Company's  estimated net

asset value per share would have been 15.7p per share, or 3.7%, higher at 436.2p (31 December 2022: 420.6p as  announced

on 26 January 2023).

 

O f the £28.6 mi l l ion of value at comple�on to Li teracy, £19.0 mi l l ion is  payable in cash, with the balance remaining

invested in the bus iness . Li teracy's  total  (gross  and net) return from this  investment is  9.8x cost, before any future upl i fts .

 

I n addi�on to the £19.0 mi l l ion of cash received from this  transac�on, Li teracy previous ly received £0.7 mi l l ion from an

earl ier refinancing of the bus iness . Therefore, cash proceeds received by Li teracy in aggregate from i ts  investment in Kernel

amount to £19.7 mi l l ion, or 6.7x cost.

 

Li teracy intends to use the cash proceeds to repay the amounts  drawn under i ts  Revolving Credit Faci l i ty, before recycl ing

these proceeds into new investments . This  represents  a  highly profitable and successful  investment for Li teracy,

demonstra�ng the team's  commitment to ac�vely managing the por�ol io and recycl ing proceeds to fund new investments

in the pipel ine.

 

The transaction has  exchanged, with completion and the receipt of cash expected before the end of March.

 

Richard Pindar, CEO of the Investment Manager and Director of Literacy Capital plc, commented:

 



 

"This transac�on sees Literacy realising the majority of its investment in Kernel, which delivers a significant return for the fund

and its shareholders, whilst also providing a substantial amount of capital to fund new investment opportunities.

 

"We are very proud of the strong performance of the business led by Logan Naidu since Literacy's investment in 2018, which has

grown substan�ally with our support. The business has grown from approximately 50 employees to almost 300 in a li*le over

four and a half years and now operates in five countries across three con�nents. We wish Logan, Darren and the rest of the

team the best as they seek to continue this success in the future.

 

"We are happy to have been able to support the wishes of Kernel's management team to sell the business and we are pleased

to retain a small stake, allowing Literacy to continue benefiting from growth of the business in the future.

 

"Genera�ng cash inflows from the por/olio is important to ensure Literacy has capital available to fund new investments in our

pipeline, and we expect cash proceeds received by the Company in 2023 to be substan�ally higher than in previous years. We

are very pleased that we have been able to generate a strong return for Literacy's shareholders and we plan to achieve similar

upside and returns for our investors from the remaining por/olio companies and new investments. The premium achieved to

carrying value also provides further evidence of consistent prudence in the approach to valuing Literacy's assets."

 

Notes

 

This  announcement does  not cons�tute or describe an updated NAV for the Company. Shareholders  should take note that

the calcula�on of the NAV per share as  at 31 March 2023 wi l l  take account of the latest valua�ons of a l l  the Company's

investments  as  at this  date.

 

Enquiries

For further information, please contact:

 

  Literacy Capital plc / Literacy Capital Asset Management LLP:

  Richard Pindar / Tom Vernon

 

 

+44 (0) 20 3960 0280

  MHP Communications:

  Reg Hoare / Ollie Hoare / Matthew Taylor

 

 

+44 (0) 20 3128 8276

book@mhpgroup.com

  Singer Capital Markets Securities Limited:

  Robert Peel

 

 

+44 (0) 20 7496 3000

 
About Literacy Capital:

 

Li teracy Capital  (BO O K .L) i s  an investment trust that was  launched in 2017 by Paul  P indar and Richard P indar, before i t

l i s ted on the London Stock Exchange's  main market in June 2021. The Company focuses  on opportuni�es  to invest for the

long-term in growing private UK  bus inesses  where a clear route to crea�ng addi�onal  value can be seen. I t a lso has  a

unique chari table objec�ve to donate 0.9% of annual  NAV to chari�es  focused on improving l i teracy in UK  chi ldren. £5.8

mi l l ion has  been donated or reserved for dona�on to chari�es  s ince the trust's  crea�on in 2017 up un�l  the end of 2022.

For more information, please vis i t our website: www.l i teracycapital .com.

 

 
Website:
www.l i teracycapital .com

 

LEI: 2549006P3DFN5HLFGR54

 

A copy of this  announcement wi l l  be avai lable on the Company's  website at www.l i teracycapital .com.
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