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CO RP O RATE SUMMA RY

 
INVESTMENT O BJECTIVE

I n l ine with the revised I nvestment O bjec0ve and Pol icy approved by shareholders  at the Extraordinary General  Mee0ng in

January 2021, the Company is  undertaking an orderly real isation of i ts  investments .

 

STRUCTURE

The Company is  a  non cel lular company l imited by shares  and incorporated in Guernsey on 29 November 2012 under the

Companies  Law. The Company's  registra0on number is  55917 and i t has  been registered with the Guernsey  F inancial

Services  Commiss ion (GFS C) as  a  registered closed ended col lec0ve investment scheme. The Company's  O rdinary Shares

were admi;ed to the premium segment of the F inancial  Conduct Authori ty's  (FC A) O fficial  List and to trading on the Main

Market of the London Stock Exchange as  part of i ts  I P O  which completed on 5 February 2013. The issued share capital

comprises  the Company's  O rdinary Shares  denominated in Pounds Sterl ing. The Company previous ly made investments  in

i ts  por=ol io through I CG Longbow Senior Debt S.A., the Company's  whol ly owned Luxembourg subs idiary. The Board

resolved to s impl i fy i ts  corporate structure by col laps ing the subs idiary company which acted historical ly as  the lender for

the Company's  investments . Fol lowing this  decis ion, the subs idiary, I CG Longbow Senior Debt S.A., was  dissolved under

Luxembourg Law with effect from 18 January 2022. Fol lowing the dissolu0on, the Company assumed the assets  and

l iabi l i ties  of i ts  former subs idiary.

 

INVESTMENT M ANAGER

The Company has  appointed I CG Alterna0ve I nvestment Limited as  external  discre0onary investment manager, under the

Alternative Investment Fund Management Directive (AIFMD) within a  remit set by the Board.

 
F IN A N C IA L  H IGHL IGHTS

FO R THE Y EA R EN DED 31 JA N UA RY  2023
PO RTFO L IO

 
£67.4 M IL L IO N (1) IN V ESTED IN  FO UR LOA N S A S AT 31 JA N UA RY  2023
 
£62.1 M IL L IO N  IN V ESTED IN  FO UR LOA N S A S AT 22 MAY  2023
 
 31 JA N UA RY  2023 31 JA N UA RY  2022
WEIGHTED AV ERAGE  LOA N

CO UP O N (1)

7.43%
 

7.39%
 

WEIGHTED AV ERAGE LOA N

MATURITY (1)

0.31 YEARS

 
0.97 YEARS

 
WEIGHTED AV ERAGE LOA N

TO  VA LUE RATIO (1)

80.9%
 

67.8%
 

 
PERFO RMA N C E

 31 JA N UA RY  2023 31 JA N UA RY  2022



 31 JA N UA RY  2023 31 JA N UA RY  2022
EA RN IN GS PER SHA RE 1.62 P ENC E 6.05 P ENC E

TOTA L  IN CO ME PER SHA RE(1) 5.99 P ENC E 7.85 P ENC E

NAV PER SHA RE(1) 63.77 P ENC E 72.35 P ENC E

DEC L A RED D IV IDEN D P ER

SHA RE (1)

3.6 P ENC E 5.6 P ENC E

CA P ITA L  D ISTRIBUTIO N  P ER

SHA RE (1)

6.0 P ENC E 26.0 P ENC E

(1)  These are Alternative Performance Measures

 
F IN A N C IA L  SUMMA RY

 
Performance

·       The Company is  con0nuing an orderly real isa0on of i ts  assets .  During the financial  year, the Company returned £7.3

mi l l ion of shareholder capital , equating to 6.0 pence per ordinary share.

 

·       NAV of £77.35 mil l ion as  at 31 January 2023 (31 January 2022: £87.77 mil l ion), equivalent to 63.77 pence per

ordinary share (31 January 2022: 72.35 pence per ordinary share). 

 

·       Total  income for the year ended 31 January 2023 was £7.27 mil l ion (31 January 2022: £9.52 mil l ion), and profit aHer

tax was  £1.96 mil l ion (31 January 2022: £7.34 mil l ion).

 

·       The Company raised EC L provis ions  of £3.9 mi l l ion. £2.3 mi l l ion in respect of the Southport loan which was class ified

as  Stage 3 fol lowing the appointment of an administrator over the borrower, and £1.6 mi l l ion in respect of the

RoyaleLi fe loan which was downgraded and is  in default.

 

·       Earnings  per share of 1.62 pence (31 January 2022: 6.05 pence) with total  dividends paid or declared for the year

ended 31 January 2023 of 3.6 pence per share (31 January 2022: 5.6 pence per share).

 

·       After a l lowing for shareholder capital  return, pro forma NAV per share fel l  by 2.58 pence in the period.

 

·       Fol lowing the year end, the Company returned a further £6.7 mi l l ion of shareholder capital , equa0ng to 5.5 pence per

ordinary share. As  at the date of this  report, the Company has  now returned 37.5 pence per ordinary share to

shareholders , equating to £45.5 mi l l ion in total . 

 

Dividend and Capital Distributions

·       Total  dividends paid or declared for the year ended 31 January 2023 of 3.6 pence per share (31 January 2022: 5.6

pence per share), made up as  fol lows:

o  Interim dividend of 1.1 pence per share paid in respect of quarter ended 30 Apri l  2022

o  Interim dividend of 1.0 pence per share paid in respect of quarter ended 31 July 2022

o  Interim dividend of 1.0 pence per share paid in respect of quarter ended 31 October 2022

o  Interim dividend of 0.5 pence per share paid in respect of quarter ended 31 January 2023

·       Total  capital  distribu0ons paid or declared for the year ended 31 January 2023 of 6.0 pence per share (31 January

2022: 26.0 pence per share)

 
Investment Portfolio

·       The por=ol io weighted average LTV was 80.9% (31 January 2022: 67.8%), reflec0ng revalua0ons and changes  to the

composition of the loan portfol io.

 

·       The portfol io weighted average res idual  term was 0.31 years  (31 January 2022: 0.97 years).

 

·       The Company's  Northlands  loan was par0al ly repaid fol lowing the year end. As  a  result of these repayments , the

Company's  por=ol io as  at 22 May 2023 comprises  four loans  with an aggregate principal  balance before impairment

of £62.1 mil l ion and a pro forma portfol io weighted average LTV of 81.1%.

 

·       A further return of capital  wi l l  be made fol lowing addi0onal  an0cipated repayments  of the Northlands  loan, expected

during June 2023.

 

·       Notwithstanding the property valua0ons received in prepara0on of this  report, debt and property markets  remain



·       Notwithstanding the property valua0ons received in prepara0on of this  report, debt and property markets  remain

chal lenging and shareholders ' a;en0on is  drawn to the risks  set out in the accoun0ng pol icies , the stress  analys is

and elsewhere in the notes  to the accounts .

 

·       Fol lowing the period end, the Company, in conjunc0on with i ts  fel low lenders , appointed an administrator over two of

the companies  providing securi ty for the RoyaleLi fe loan. This  i s  a lso discussed in the stress  analys is  and in Note 5 to

the accounts .

 

*Unless  stated otherwise, loan balances  are stated gross  of EC L provis ions  for impairment.  A comparison to the carrying
value of the loans  is  set out in Note 5 to the accounts .
 

CHA IRMA N 'S STATEMEN T
 

Introduction

On behalf of the Board, I  now present the tenth Annual  Report for the Company, for the year ended 31 January 2023. 

 

Economic and market condi0ons in the period were turbulent. Concerns  over the war in Ukraine, double digi t infla0on and

the ris ing interest rate environment led to widespread fa l ls  in global  asset prices . I n the UK , the impact and aHermath of

the doomed autumn 'mini -budget' led to a  rapid sel l -off in UK  Government bonds, ampl ified by forced sel l ing by UK  pension

funds seeking to meet margin cal ls  on their Liabi l i ty Driven I nvestment por=ol ios .  This  rapidly resulted in a  change of

Chancel lor and, ul timately, Prime Minister.

 

W hi le the appointments  of Jeremy Hunt and Rishi  Sunak assuaged markets , many of the aHer-effects  remain and, as  the

I nvestment Manager sets  out below, the impact on pricing and l iquidity in the property and commercial  mortgage markets

was marked.  Transac0onal  ac0vity was  severely reduced in the second hal f of 2022, a l though there has  been a modest

improvement in sen0ment in 2023 as  UK  publ ic finances  have largely defied most nega0ve forecasts .  This  has  narrowed

bid-ask spreads  and al lowed for markets  to clear in certain instances.  However, price discovery is  s0l l  con0nuing in many

sectors  and both sales  and refinancing transac0ons are taking longer to complete than in the recent past and many are

aborting.  

 

I n this  difficult period, the Company's  investments  were not immune from the dis loca0on.  The sale and refinancing

processes  of a  number of the Company's  borrowers  stal led, with the result that certain loans  have now extended beyond

their original  contractual  maturi ty dates .  W hi le unwelcome, this  has  been a market-wide rather than Company-specific

phenomenon and the I nvestment Manager's  approach of working consensual ly with borrowers  towards  exi ts , whi le

charging increased coupons and fees, has  helped in securing over £10 mi l l ion of repayments  s ince the beginning of the

calendar year 2023 whi le a lso modestly improving earnings  on those loans. More asser0ve ac0on though has  had to be

taken on two of the Company's  loans  and this  i s  discussed more ful ly below and in the Investment Manager's  report.

 

As  a  result, the Company has  con0nued i ts  capital  return programme and, as  at the date of these accounts , the Company

has  paid capital  distribu0ons to shareholders  total l ing 37.5 pence per share.  During the year, the Board has  a lso been

able to con0nue to distribute dividends from retained earnings  and cashflow.  I n the financial  year to 31 January 2023,

dividends of 3.6 pence per ordinary share were declared or paid.

 

The Company's  holdings  now comprise a  smal l  number of remaining investments  and these are undoubtedly those that

have been more chal lenged by market condi0ons. The Company placed the Southport hotel  into administra0on during the

period and, fol lowing the receipt of bids  by the administrator and an independent surveyor's  revalua0on, the Board now

considers  i t prudent to recognise an impairment in respect of this  investment of £2.3 mi l l ion, equa0ng to 1.8 pence per

ordinary share.

 

The RoyaleLi fe borrower has  faced l iquidity i ssues  as  a  result of Covid-19 and supply chain constraints  delaying i ts

bus iness  plan.  As  a  result, the borrower has  been unable to pay interest and the loan was placed in default. An

independent valua0on as  at 31 December 2022 confirmed the investment remained secure from a loan to value

perspective.  However, i t appears  unl ikely that the loan wi l l  repay at i ts  maturi ty date in October 2023.  As  a  result, the loan

has  been downgraded and an EC L provis ion for interest arrears  and impairment of £1.6 mi l l ion (1.35 pence per share) has

been raised.

 

The I nvestment Manager was  in discuss ions  to restructure the loan. However, as  a  result of working capital  chal lenges,

no0ce of a  winding up pe00on was filed by a  third-party creditor against certain of the vehicles  within the Company's

borrower group.  As  a  consequence, on 11 May 2023, the Investment Manager appointed administrators  over these vehicles

in order to protect the Company's  pos i0on. The borrower i tsel f and other group en00es con0nue to operate.  The

administra0on process  creates  a  less  certain outlook for the Company's  loan both in terms of debt service and eventual



administra0on process  creates  a  less  certain outlook for the Company's  loan both in terms of debt service and eventual

repayment. As  a  result, interest wi l l  be recognised on a gross  bas is  and an EC L provis ion wi l l  be raised, and i t i s  now our

expecta0on that the repayment date may extend s ignificantly. This  i s  more ful ly discussed in the I nvestment Manager's

report and notes  to the financial  s tatements

 

Whi le the Board is  satis fied with the net carrying values  as  at 31 January 2023 included in this  report and accounts , we are

opera0ng in a  market with a  heightened level  of risk, reduced credit avai labi l i ty and deteriora0ng economics  in real

estate.  Accordingly, shareholders ' a;en0on is  drawn to the risks  to valua0ons as  discussed in the principal  risks , and

notes  to the financial  s tatements . The Board bel ieves  that the stress  analys is  gives  some guidance to the poss ible impact of

deteriora0on in ci rcumstances  to the value of the por=ol io, no0ng that deteriora0on may not be l imited to the examples

given.

 

The Board and Investment Manager wi l l  continue to evaluate any options  to accelerate redemptions.

 

Portfolio

At 31 January 2023, the por=ol io comprised four loans  with a  total  principal  balance outstanding of £67.4 mi l l ion (before

impairment). 

 

During the year the Company received repayment in ful l  of the LBS P roper0es  Limited (LBS) loan (£6.5 mi l l ion) and the

remaining balance of the Q ua;ro loan (£6.0 mi l l ion).  I n each case the loan repayments  were accompanied by exi t and

prepayment fees , enhancing shareholder returns.  A £0.9 mi l l ion par0al  repayment of the Northlands  loan was a lso

received in the period; a  further £5.3 mi l l ion of this  loan repaid after period end, with further monies  anticipated in June.

 

As  highl ighted above, whi le exi t processes  are underway for the remaining portfol io loans, some of these may be protracted

and the outlook for the 0ming of the redemp0on of the RoyaleLi fe loan, in par0cular, i s  less  certain. Various  op0ons are

being explored by the administrator and I nvestment Manager. The property securing the Affinity loan is  being marketed for

sale into what is  currently a  difficult market and the sponsor is  a lso pursuing refinance op0ons.  The Southport hotel

securing our loan is  under condi0onal  offer, fol lowing the appointment of an administrator, a lbeit there is  no assurance

this  sale wi l l  complete. This  i s  discussed further in the Investment Manager's  report.

 

Dividend

The Company paid dividends equa0ng to 3.6 pence per share during the year despite the market disrup0on, the steadi ly

reducing loan portfol io and the interruptions  in interest income in certain of the Company's  investments . 

 

The dividend outlook for the Company is  more chal lenging in the near term and is  discussed in the outlook section. 

 

Governance and Management

The orderly wind up of the Company's  Luxembourg subs idiary company has  helped reduce opera0ng expenses  by

approximately £0.1 mi l l ion in the period.  The Board bel ieves  that the management structure of the Company remains

appropriate for the reducing portfol io of investments .

 

Post Year End Trading

Between March and May 2023, the Company received par0al  repayments  of the Northlands  loan total l ing £5.3 mi l l ion.  I n

May 2023, two companies  connected to the RoyaleLi fe borrower were placed into administration.

 

Outlook

The Company remains  commi;ed to the 0mely real isa0on of i ts  investment por=ol io and intends to con0nue to return

capital  to shareholders  as  funds  become avai lable, taking account of the Company's  working capital  requirements . 

 

However, the remaining loans  in the por=ol io are those where exits  are currently more chal lenging due to the property and

debt market condi0ons discussed in both this  and the I nvestment Manager's  statements  as  wel l  as  the specific issues  with

the Southport and RoyaleLi fe loans  highl ighted above.  Moreover, as  the por=ol io reduces  in s ize, the Company's  fixed cost

base wi l l  absorb a growing propor0on of the por=ol io income.  As  a  consequence, the Board and I nvestment Manager are

exploring the op0mum way to manage this  cost base and wi l l  cons ider a l terna0ve op0ons for exi0ng the remaining

positions.

 

The Board has  a lso cons idered the Company's  abi l i ty to pay further quarterly dividends to shareholders .  We have

previous ly s ignal led that the Company would seek to distribute an amount equal  to an annual ised 6% of the prevai l ing

quarter's  net asset value, whi le i t was  prudent to do so.  Henceforth, the Board, wi l l  distribute dividends from earnings  as

and when profi ts  and cashflow prudently a l low.  



 

There is  no doubt that we are now opera0ng in a  more difficult market than when we reported to you in our last annual  and

interim reports .  The market correc0on during the year has  been responsible for a  deteriora0on in the aggregate Loan to

Value ra0o from 67.8% to 80.9%.  W hi le the Board is  sa0sfied with the net carrying value of our assets  at 31 January 2023,

we have in this  report discussed the risks  a;endant to future real isa0ons.  We wi l l  con0nue to work with the I nvestment

Manager to manage those risks  and del iver the best outcome for shareholders  in the most real is tic timeframe.

 

IN V ESTMEN T MA N AGER'S REP O RT

 
The I nvestment Manager's  Report refers  to the performance of the loans  and the por=ol io for the year to 31 January 2023,

and the general  market condi0ons prevai l ing at that date.  Any forward-looking statements  in this  report reflect the latest

information avai lable as  at 22 May 2023.

 

Investment Objective

The investment objec0ve of the Company, as  approved by the shareholders  of the Company, i s  to conduct an orderly

real isation of the assets  of the Company.  

 

Fund facts

Fund launch:  5 February 2013 Fund type: 
Closed ended investment

company
Investment
Manager:        ICG-Longbow Domici le:    Guernsey
Base currency:        GBP Listing:        London Stock Exchange
Issued shares:        121.3 mi l l ion ISIN code:  GG00B8C23S81
Management fee:   1.0% LSE code:   LBOW

Website:      www.lbow.co.uk
 

Share price & NAV at 31 January 2023  Key portfolio statistics at 31 January 2023
Share price (pence per share): 52.25 Number of investments: 4

NAV (pence per share) (1): 63.77 Percentage capital  invested(1) (3): 83.0%

Premium / (Discount) (1): (18.1%) Weighted avg. investment coupon: 7.43%

Approved dividend (pence per share)(2): 0.5 Weighted avg. LTV: 80.9%

Dividend payment date(2): 4 May 2023

(1)  These are Alternative Performance Measures
(2)  For the Quarter ended 31 January 2023
(3)  Loans advanced at amortised cost/Total Equity attributable
to the owners of the Company.

 

Summary

At 31 January 2023, the investment portfol io comprised four loans.  Principal  activi ty in the period included:

 

·      Repayment in ful l  of the remaining £6.0 mi l l ion balance of the Quattro loan;
·      Repayment in ful l  of the £6.5 mi l l ion LBS loan;
·      Partia l  £0.9 mi l l ion repayment of the Northlands  loan;
·      Working capital  advance of £0.2 mi l l ion on the Southport loan.
 
As  a  consequence of the above ac0vity, total  commitments  at period end stood at £67.4 mi l l ion* (31 January 2022: £80.9
mi l l ion) with the par value of the loan portfol io being £69.9 mi l l ion (31 January 2022: £80.5 mi l l ion).
 

The weighted average loan to value ra0o increased to 80.9% (31 January 2022: 67.8%) reflec0ng revalua0ons and the

changes  to the por=ol io composi0on.  The loans  carry a  contractual  weighted average coupon rate of 7.43% (31 January

2022: 7.39%), with returns  supplemented by fees  and default interest charges.   

 

At the year end, and as  discussed further below, the Company made a £2.29 mi l l ion provis ion for impairment against the

Southport loan. The Company also made a £1.6 mi l l ion EC L provis ion for impairment against the RoyaleLi fe loan.  As  a

result, the current effective weighted average coupon rate is  s igni ficantly below the 7.43% per annum stated above.

 

Fol lowing the year end, the Company received further repayments  total l ing £5.3 mi l l ion on the Northlands  loan. As  a  result,

as  at the date of this  report, the Company's  por=ol io totals  four investments  with an aggregate commi;ed balance of £62.1

mi l l ion.  The weighted average LTV is  81.1%.

 

Company Performance

During a  period of cons iderable dis loca0on in property and finance markets , the I nvestment Manager has  con0nued to

http://www.lbow.co.uk


During a  period of cons iderable dis loca0on in property and finance markets , the I nvestment Manager has  con0nued to
focus  on monitoring the credit qual i ty of the por=ol io investments  and taking steps  to incen0vise or del iver exi ts  of the
remaining assets .  Certain of the por=ol io investments  have passed their contractual  maturi ty dates , and al l  the lender's
rights  have been reserved in respect of these breaches, with default interest being charged. 
 
During the period we appointed administrators  over the borrower of the Southport loan fol lowing a breach in the LTV
covenant which the borrower fa i led to cure. The hotel  remains  open and con0nues to trade sa0sfactori ly and a sales
process  is  ongoing with the property currently under condi0onal  offer to a  na0onal  hotel  brand.  There is  however no
assurance that any sale wi l l  complete and we cons ider i t prudent to recognise an impairment provis ion of £2.3 mi l l ion to
the carrying value of the loan on an EI R bas is  to reflect the level  of the current offer, costs  of administra0on and sale. The
Company has  a lso recognised interest on a net bas is  aHer EC L provis ion on the loan with surplus  opera0ng cashflows
being retained by the administrator as  working capital  for the con0nuing hotel  opera0ons. I t i s  an0cipated that surpluses,
i f any, wi l l  form part of the redemption proceeds upon exit. 
 
The RoyaleLi fe borrower pursued a corporate refinance of i ts  whole bus iness  during the period. However, these discuss ions
fel l  away in Q 4 2022 aHer a  materia l  change in terms offered by the incoming lender. Fol lowing extens ive investment in
planning and s i te infrastructure, the bus iness  became cash constrained as  a  result of depressed sales  momentum during
the pandemic and subsequent supply chain issues  hampering comple0ons. We bel ieve the fundamental  bus iness  model  of
the Royale group remains  strong and, based on an independent valua0on as  at 31 December 2022, the loan capital
remains  adequately secured with an updated LTV of 72% (85.5% including outstanding interest and charges). However,
cashflow constraints  have affected interest service and the loan has  been downgraded to sub-standard for the purpose of
risk assessment, resul0ng in an EC L provis ion for impairment of £1.6 mi l l ion reflec0ng the derecogni0on of accrued
interest and the poss ibi l i ty of loss  for a  Stage 2 loan under the Company's  IFRS 9 pol icy.
 
AHer period end, these cash constraints  on the borrower's  bus iness  led to winding up pe00ons being filed by a  third-party
creditor against two of the vehicles  within the borrower group both of, which are securi ty providers  for the Company's
loan.  I n response to this , the Company, in conjunc0on with i ts  co-lenders , appointed an administrator over these vehicles
on 11 May 2023 in order to protect the lenders ' pos i0on.  I t i s  important to highl ight that, as  at the date of this  report, the
borrowing vehicle i tsel f and the remaining group companies  and securi ty providers  continue to operate. 
 
The Company's  loan to RoyaleLi fe is  part of a  larger lending syndica0on with other I CG private funds. The I nvestment
Manager is  now in discuss ions  with i ts  syndicate partners  and the administrator to cons ider the next steps  for the loan
which, amongst other op0ons, may include the provis ion of a  working capital  faci l i ty and extens ion of the loan beyond i ts
current O ctober 2023 maturi ty date.  Un0l  such 0me as  a  sa0sfactory resolu0on is  reached in respect of the above, default
interest wi l l  con0nue to accrue. However, we bel ieve cash for interest service wi l l  be constrained in the near term and, as  a
result, recognition of interest wi l l  be recognised on a gross  bas is  and an ECL provis ion wi l l  be raised.
 
*Unless  stated otherwise, loan balances  are stated gross  of EC L provis ions  for impairment. A comparison to the carrying
value of the loans  is  set out in Note 5 to the accounts .
 
The property securing the Affinity loan was relaunched for sale in Q 1 2023, fol lowing an abor0ve process  in H2 2022 when
property markets  became severely dis located.  W hi le the loan has  passed i ts  maturi ty date and default interest i s  being
charged, the underlying occupa0onal  performance remains  strong with occupancy in excess  of 90%.  I n addi0on to a  sale,
the Sponsor is  a lso pursuing refinancing op0ons for the faci l i ty.  Based on a revalua0on in Apri l  2023, the loan remains
adequately secured with an LTV ratio of 85.9% as  at the date of these accounts .
 
As  a  result of the repayments  received during the year, the Company's  loan commitments  at period end stood at
approximately £67.4 mi l l ion, with a l l  commitments  ful ly drawn.  Por=ol io LTV was 80.9% on a weighted average bas is , a l l
secured by first ranking mortgage investments . The weighted average loan coupon of 7.43% is  supplemented by default
interest and contractual  exi t fees . 
 

Portfolio

 

Portfolio statistics 31 January 2023 31 January 2022
Number of loan investments 4 6
Aggregate principal  advanced £67,443,056 £80,543,427
Weighted average LTV 80.9% 67.8%
Weighted average interest coupon 7.43% 7.39%
Weighted average unexpired loan term 0.31 years 0.97 years
Cash held £9,209,494 £4,801,224
 

Investment Portfolio Summary as at 31 January 2023

 

Project Region Sector Maturity
Balance

outstanding (£m)(2)
Current LTV

(%)
Affini ty South West Office March 2023 17.30 85.9%
Southport (1) North West Hotel Feb 2023 15.20 104.8%

Northlands London Mixed use Oct 2022 9.56 56.5%
RoyaleLi fe National Res identia l Oct 2023 25.38 72.4%
Total / weighted average  67.44 80.9%
 

(1)   LTV reflects  balance outstanding before provis ion for impairment.

(2)   Balance outstanding excludes  accrued interest.  A comparison to the carrying value of the loans  is  set out in Note

5 to the accounts .

 



 

Economy and Financial Market Update

I ni0al  pos i0ve market expecta0ons for 2022 were rapidly derai led by the Russ ian invas ion of Ukraine and an intens i fying

energy cris is , leading to a  very different year than the recovery period widely expected fol lowing the pandemic. The UK

Government's  ini0al  forecasts  of 7% economic growth and around 4% infla0on were consequently wide of the mark, with

GDP growth essentia l ly flat during the year and the UK economy sti l l  below i ts  pre-pandemic level .

 

As  a  result of both global  and domes0c infla0onary pressures , the Bank of England commenced a programme of success ive

and rapid increases  to the Bank rate, from 0.25% in January 2022 to 3.50% in January 2023 and 4.25% as  at the date of

these accounts .  Given the lag in these increases  feeding through to price changes, infla0on con0nues to remain elevated,

with CPI ris ing by 10.1% in the 12 months  to end-March 2023.

 

These difficul0es  were ampl ified by the res igna0on of Boris  Johnson in July 2023, and new P rime Minister Liz Truss 's  i l l -

fated September mini  budget. The ensuing interest rate shock hit property markets  hard, with s ignificantly reduced

transac0on volumes as  confidence among market par0cipants  fel l  and price discovery became chal lenging.  During Q 4 the

benchmark five-year swap rate, which is  a  key market barometer, peaked at over 5%, leaving many borrowers  unwi l l ing or

unable to transact on new loans.

 

Occupational Demand/Supply

 

Offices

Despite con0nued debate on the effects  on offices of the rise in flexible working, pos i0ve occupa0onal  dynamics  con0nued

across  many markets . London office leas ing was 13% up in 2022, and regional  office leas ing was only 8% down on

previous  years , according to Savi l l s , a  far be;er result than many expected.  We have observed that much of this  take up

has  been driven by corporate occupiers  seeking space with greater sustainabi l i ty and wel lbeing creden0als , and this  has

magnified the dis0nc0on between prime and secondary assets , with the la;er being more chal lenging to lease and sel l . The

demand/supply imbalance of ES G-compl iant office space and l imited development pipel ine look set to con0nue to drive

rental  growth for best-in-class  assets , despite subdued economic conditions. 

 

Industrial

AHer a  golden run for industria l  property, industry giant Amazon sent shockwaves  through the sector by returning space in

2022. Despite this , the market saw over 30 mi l l ion sq H in big box Grade A take up for the third year running, according to

JLL. A lower propor0on was taken by e-commerce tenants  over the year, as  manufacturing tenants  increased their share of

take up, seen by some as  a  response to the supply chain cris is  and reshoring moves  amid geopol i0cal  uncertainty. I n

response to con0nued demand, prime headl ine rents  increased by 12.9% and big box space under construc0on at year end

increased by a lmost 10 mi l l ion sq H rela0ve to the prior year. The wider industria l  market (excluding big box units )

mirrored this  trend, with Col l iers  reporting 10% average rental  growth across  the sector.

 

Retail

The past year brought l i;le respite for retai l , as  the cost of l iving cris is  put pressure on consumer confidence. Total  retai l

sa les  outperformed the prior two years  according to Cushman & Wakefield, however this  was  cons idered to be a result of

rampant price infla0on rather than increas ing volumes. At year end, the pain was  somewhat offset for the high street by the

propor0on of December onl ine sales  (26.5%) being cons iderably lower than 2021 (30.5%). Average retai l  rents  are now

es0mated at 17% below their 2018 peak, according to Carter Jonas, however retai l 's  subsectors  con0nued to show very

disparate performance, with shopping centres  and food stores  seeing more pain than high street shops and retai l

warehouses  in 2022. O ne green shoot in 2022 was a  soHening rate of rental  decl ine, at only 1% over the last 12 months  to

January 2023.

 

Hotels

Average dai ly room rates  in the UK  recovered to above 2019 levels  and whi le occupancy is  lagging s l ightly, revenue per

avai lable room (RevPAR, a  key performance metric) has  pushed ahead, according to industry monitor STR. A key headwind

for the sector is  energy prices .  By Q 3 2022, i t was  es0mated that u0l i0es  costs  were 70% up on 2019 levels , and staff pay

pressures  are a lso ris ing, putting pressure on profi tabi l i ty. 

 

Property Investment Market

 

AHer a  gain of 20% during 2021, a l l  property capital  values  fel l  by 13.3% in 2022, according to C BR E, reflec0ng a rapid

repricing in the market in the second hal f of the year. Par0cularly affected were 0ghtly priced industria l  assets , which saw

capital  values  drop 21% during the year, despite rental  income growth. The total  investment volume of over £52bn

represented a fa l l  from over £63bn in 2021 but remained above 2019 and 2020 levels  according to RCA.

 



 

P roperty yields  rose rapidly over the course of H2 2022.  Savi l l s  es0mate an increase in prime office yields  of 75 bps  in

London and the South East in the 12 months  to Jan 2023, and 125 bps  in the UK  regions. W hi le industria l  yields  were

es0mated to have moved out 125 bps  regardless  of subsector, prime yields  on retai l  vary widely, with high streets  flat at

6.5%, shopping centres  moving out 50 bps  to 8.0% and retai l  warehousing a  more modest 25 bps  to 6.0%. Es0ma0on of

yields  became increas ingly difficult in the la;er part of the year, with l i;le transac0onal  evidence in many markets  and a

number of abor0ve deals  including Abrdn's  £250m sale of the Churchi l l  Square Shopping Centre in Brighton and Tesco

Pension Fund's  sale of £600m of i ts  industria l  assets . The most s ignificant retai l  transac0on of the year, the sale of the

Fenwick's  department store in Mayfair, transacted at £430m.  This  was  seen as  a  redevelopment opportunity, and skewed

sector volumes.

 

As  a  result of this  market uncertainty and widening bid-ask spreads, several  managers  including Schroders , BlackRock and

Columbia Threadneedle gated some of their open-ended property funds  in the la;er hal f of the year, as  the market engaged

in a  period of repricing.

 

Finance Markets

 

Outstanding debt in the property markets  grew marginal ly to £173.8bn over the year to January 2023, according to the Bank

of England, however outstanding debt to development property dropped over 12% in the period.

 

The ultra-low interest rate environment which had supported low yields  and ris ing valua0ons was eroded over the course

of the year by the success ive base rate increases  to counter ris ing infla0on. The biggest shock came in September, as  gi l t

yields  rose 120 bps  in three days  in response to the UK  Government's  disastrous  mini  budget. The 1.5% increase in the

benchmark five-year swap rate seen in 2021 paled in comparison with last year's  2.25% increase in rates , with five year

money peaking at over 5% in O ctober 2022.  We observed that both borrowers  and lenders  were unwi l l ing (or unable) to

transact in this  period.

 

F inancing condi0ons became more conserva0ve in the la;er part of the year, a  result of asset repricing and a con0nued

decl ine in LTV ra0os offered by lenders , according to C BR E. This  created par0cular difficul0es  for borrowers  seeking

refinancing, as  we have observed both within our por=ol io and across  the wider market.  At the end of H1 2022, over £35bn

of UK  real  estate debt was  due for refinancing within the fol lowing 12 months, according to the annual  Bayes  Commercial

Real  Estate Lending Survey, and we have seen many loans  extended further or fa i l  to repay at maturi ty.

 

IN V ESTMEN T PO L IC Y
 

Investment Objective

The investment objec0ve of the Company, as  approved by the shareholders , i s  to conduct an orderly real isa0on of the

Company's  assets .

 
Investment Policy
The assets  of the Company are being real ised in an orderly manner, returning cash to Shareholders  at such 0mes and in
such manner as  the Board may, in i ts  absolute discre0on, determine. The Board wi l l  endeavour to real ise a l l  the Company's
investments  in a  manner that achieves  a  balance between maximis ing the net value received from those investments  and
making timely returns  to Shareholders .
 
The Company may not make any new investments  save that:
 
·              investments  may be made to honour commitments  under exis0ng contractual  arrangements  or to preserve the

value of the underlying property securi ty; and

·              cash held by the Company may be invested in quoted bond and other debt instruments  with a  final  maturi ty of less
than 365 days  as  wel l  as  money market funds  for the purposes  of cash management provided any such instrument
has  a  minimum credit rating.

The Company wi l l  continue to comply with the restrictions  imposed by the Listing Rules  in force from time to time.

Any materia l  change to the Company's  publ ished investment pol icy wi l l  be made only with the prior approval  of
Shareholders  by ordinary resolution at a  general  meeting of the Company.

BOA RD O F D IREC TO RS
 

Jack Perry CBE - Chairman and Non-Executive Independent Director

Appointment: Appointed to the Board and as  Chairman in November 2012

Experience: Jack is  an independent non-execu0ve board member and adviser to a  number of publ ic and private companies .

He is  currently Chairman of European Assets  Trust P LC and a director and chairman of the audit commi;ee of the W itan

I nvestment Trust plc. He previous ly served as  Chief Execu0ve of ScoSsh Enterprise, Scotland's  enterprise, innova0on and



I nvestment Trust plc. He previous ly served as  Chief Execu0ve of ScoSsh Enterprise, Scotland's  enterprise, innova0on and

investment agency for s ix years  unti l  November 2009.

 

P rior to this , he was the managing partner of Ernst & Young in Glasgow. I n addi0on, he was Regional  I ndustry Leader for

Scotland and Northern Ireland for Ernst & Young's  Technology & Communications  and Consumer Products  practices .

 

He is  a  former non-execu0ve director of F TS E 250 company, Robert W iseman Dairies  P LC and Capital  for Enterprise Ltd. He

also served as  a  member of the Advisory Committee of Barclays  UK & Ireland Private Bank.

 

Jack is  a  member of the Insti tute of Chartered Accountants  of Scotland.

 

Committee Membership: Nomination Committee, Management Engagement Committee, Remuneration Committee

 

Stuart Beevor - Non-Executive Independent Director

Appointment: Appointed to the Board in November 2012

Experience: Stuart i s  an I ndependent Consultant with various  roles  advis ing cl ients  in real  estate fund management,

investment, development and asset management. He is  a  Trustee Director of the Legal  & General  UK  Senior Pens ion Scheme.

From 2004 to 2013 he was a  non-execu0ve director at Unite Group P lc and from 2013 to 2020 a non-execu0ve director of

Metropol i tan Thames Val ley Housing. Furthermore, from 2016 to 2022, he was a  non-execu0ve director of Empiric Student

P roperty plc. From 2002 to 2011 he was Managing Director of Grosvenor Fund Management Limited and a member of the

Board of Grosvenor Group Limited, the interna0onal  property group. P rior to joining Grosvenor, he was Managing Director

at Legal  and General  P roperty Limited, having previous ly held a  number of roles  at Norwich Union (now Aviva). Stuart i s  a

Chartered Surveyor with over 40 years ' experience in real  estate both in the UK and overseas.

 

C OMMITTEE M EMBERSHIP:  Audit and Risk Commi;ee, Nomina0on Commi;ee, Management Engagement Commi;ee,

Remuneration Committee

 

Fiona Le Poidevin - Non-Executive Independent Director

Appointment: Appointed to the Board in September 2020

Experience: A Chartered Director, Fel low of the I ns0tute of Directors  and Chartered Accountant (FC A), F iona is  a  non-

execu0ve director with 25 years ' experience working in financial  services  in both London and the Channel  I s lands  across

the accoun0ng and tax profess ions  with experience in strategy, marke0ng, P R and the regulatory and l i s ted company

environments . Among her appointments , F iona is  director of Sequoia Economic I nfrastructure I ncome Fund Limited, a  F TS E

250 company, and Audit Chair of I CG-Longbow Senior Secured UK  P roperty Debt I nvestments  Limited, both premium l is ted

companies  with shares  admi;ed to trading on the Main Market of the LS E. She is  a lso director and Chair of Doric Nimrod

Air Two Limited and director of Doric Nimrod Air Three Limited, companies  admi;ed to trading on the Special is t Fund

Segment of the LSE.

 

Un0l  the end of July 2020, F iona was Chief Execu0ve O fficer of The I nterna0onal  Stock Exchange Group Limited where she

was responsible for the commercial  aspects  of the l i s ted exchange group's  opera0on. P revious ly F iona was Chief Execu0ve

of Guernsey F inance, the promo0onal  body for Guernsey's  finance industry interna0onal ly, and prior to this  she was an

auditor and la;erly tax adviser at P wC (London and Channel  I s lands) and K P M G (Channel  I s lands) for over 13 years . F iona

is  a  member of the AIC Channel  Is lands  Committee and non-executive Chairman of a  local  Sea Scouts  group.

 

C OMMITTEE M EMBERSHIP:  Audit and Risk Commi;ee (Chair), Nomina0on Commi;ee, Management Engagement Commi;ee,

Remuneration Committee

 

Paul Meader - Non-Executive Independent Director

Appointment: Appointed to the Board in November 2012

 

Experience: Paul  i s  an independent director of investment companies , insurers  and investment funds. Un0l  2012, he was

Head of Por=ol io Management for Canaccord Genuity based in Guernsey, prior to which he was Chief Execu0ve of Corazon

Capital . He has  over 35 years ' experience in financial  markets  in London, Dubl in and Guernsey, holding senior pos i0ons in

por=ol io management and trading. P rior to joining Corazon, he was managing director of Rothschi ld's  Swiss  private

banking subs idiary in Guernsey. He is  currently a  non-executive director of Schroder Oriental  Income Fund Limited.

 

Paul  i s  a  Chartered Fel low of the Chartered I ns0tute for Securi0es  & I nvestments , a  past Commiss ioner of the Guernsey

Financial  Services  Commiss ion and past Chairman of the Guernsey International  Bus iness  Association.

He is  a  graduate of Hertford Col lege, Oxford. Paul  i s  a  res ident of Guernsey.

 



C OMMITTEE M EMBERSHIP:  Audit and Risk Commi;ee, Nomina0on Commi;ee, Management Engagement Commi;ee,

Remuneration Committee

 

REP O RT O F THE D IREC TO RS
 
The Directors  hereby submit the Annual  Report and Financial  Statements  for the Company for the year ended 31 January

2023. This  Report of the Directors  should be read together with the Corporate Governance Report.

 

General Information

The Company is  a  non-cel lular company l imited by shares  incorporated in Guernsey on 29 November 2012 under the

Companies  Law. The Company's  registra0on number is  55917 and i t i s  registered with the GFS C as  a  registered closed-

ended col lec0ve investment scheme. The Company's  O rdinary Shares  were admi;ed to the premium segment of the FC A's

O fficial  List and to trading on the Main Market of the London Stock Exchange on 5 February 2013. As  previous ly reported,

the Board resolved to s impl i fy i ts  corporate structure by col laps ing the Luxembourg subs idiary company which acted

historical ly as  the lender for the Company's  investments . These investments  have now been transferred to the Company at

par, and in a  manner understood to be tax neutral  for the Company. The subs idiary, I CG Longbow Senior Debt S.A., was

dissolved under Luxembourg Law with effect from 18 January 2022.

 

Principal Activities

I n l ine with the revised I nvestment O bjec0ve and Pol icy approved by shareholders  at the Extraordinary General  Mee0ng in

January 2021, the Company is  now undertaking an orderly real isa0on of i ts  investments  and the Board has  commenced

capital  distributions.

 

Business Review

A review of the Company's  bus iness  and i ts  l ikely future development is  provided in the Chairman's  Statement and in the

Investment Manager's  Report.

 

Listing Requirements

Since being admi;ed on 5 February 2013 to the O fficial  List maintained by the FC A, the Company has  compl ied with the

appl icable Listing Rules .

 

Results and Dividends

The results  for the year are set out in the Financial  Statements .

 

During the year, and s ince the year end, the Directors  declared the fol lowing dividends:

 

Dividend Quarter Ended Date of Declaration Payment Date
Amount per

Ordinary Share
(pence)

Interim dividend 31 January 2022 24 March 2022 29 Apri l  2022 1.1
Interim dividend 30 Apri l  2022 23 June 2022 29 July 2022 1.1
Interim dividend 31 July 2022 21 September 2022 26 October 2022 1.0
Interim dividend 31 October 2022 1 December 2022 5 January 2023 1.0
Interim dividend 31 January 2023 6 Apri l  2023 19 May 2023 0.5

 

Share Capital

The Company has  one class  of O rdinary Shares. The issued nominal  value of the O rdinary Shares  represents  100% of the

total  i ssued nominal  value of a l l  share capital . Under the Company's  Ar0cles  of I ncorpora0on, on a show of hands, each

shareholder present in person or by proxy has  the right to one vote at Annual  General  Mee0ngs. O n a pol l , each

shareholder is  enti tled to one vote for every share held.

 

Holders  of O rdinary shareholders  are en0tled to a l l  dividends paid by the Company and, on a winding up, providing the

Company has  sa0sfied al l  of i ts  l iabi l i0es , the shareholders  are en0tled to a l l  of the surplus  assets  of the Company. The

Ordinary Shares  have no right to fixed income.

 

Under Company Ar0cles  the Company may, from 0me to 0me, issue Redeemable B Shares  in order to return capital  to

holders  of Ordinary Shares.  The Company made one such issuance during the year:

 

No. B Shares issued Purpose Date of Declaration Payment Date
Par Value per

Redeemable B
Share (pence)

121,302,779 Return of Capital 18 May 2022 13 June 2022 6.0
 



As set out in the recent R NS announcement, the Directors  resolved on 26 January 2023 to return a further 5.5 pence per

share with a  payment date of 10 February 2023.

 

Shareholdings of the Directors

The Directors ' beneficia l  interests  in the shares  of the Company as  at 31 January 2023 and 2022 are detai led below:

 

Director

Ordinary Shares
of £1 each held

31 January 2023

% holding
at

31 January
2023

Ordinary Shares
of £1 each held

31 January 2022

% holding at
31 January 2022

Mr Perry 108,609 0.09 108,609 0.09
Mr Beevor 30,000 0.02 30,000 0.02
Mr Meader 305,921 0.24 290,766 0.24
Mrs Le Poidevin - 0.00 - 0.00
 

During the year a  person closely associated of Mr Meader ceased to be closely associated. This  person closely associated

held 20,766 shares. During the year an addi0onal  35,921 shares  were purchased by another person closely associated. Mr

Perry purchased an addi0onal  22,630 shares  aHer the year end bringing the total  holdings  of Mr Meader and Mr Perry at

the date of this  report to 305,921 shares  and 131,239 shares  respectively.

 

D irectors ' beneficial  interests  in the shares  of the Company as  at 22 May 2023, being the most current informa0on

avai lable, are unchanged from those disclosed above.

 

Directors' Authority to Buy Back Shares

The Directors  bel ieve that the most effec0ve means of minimis ing any discount to Net Asset Value which may arise on the

Company's  share price, i s  to del iver strong, cons istent performance from the Company's  investment por=ol io in both

absolute and rela0ve terms. However, the Board recognises  that wider market condi0ons and other cons idera0ons wi l l

affect the ra0ng of the shares  in the short term and the Board may seek to l imit the level  and vola0l i ty of any discount to

Net Asset Value at which the shares  may trade. The means by which this  might be done could include the Company

repurchas ing shares. Therefore, subject to the requirements  of the Lis0ng Rules , the Companies  Law, the Ar0cles  and other

appl icable legis la0on, the Company may purchase shares  in the market in order to address  any imbalance between the

supply of and demand for shares  or to enhance the Net Asset Value of shares.

 

I n deciding whether to make any such purchases  the Directors  wi l l  have regard to what they bel ieve to be in the best

interests  of shareholders  and in accordance with the appl icable Guernsey legal  requirements  which require the Directors

to be sa0sfied on reasonable grounds that the Company wi l l , immediately aHer any such repurchase, sa0sfy a  solvency

test prescribed by the Companies  Law and any other requirements  in i ts  Memorandum and Ar0cles  of I ncorpora0on. The

making and 0ming of any buybacks  wi l l  be at the absolute discre0on of the Board and not at the op0on of the

shareholders . Any such repurchases  would only be made through the market for cash at a  discount to Net Asset Value.

 

Annual ly the Company passes  a  resolu0on gran0ng the Directors  general  authori ty to purchase in the market up to 14.99%

of the shares  in issue immediately fol lowing Admiss ion at a  price not exceeding the higher of (i ) 5% above the average mid-

market values  of shares  for the five bus iness  days  before the purchase is  made or (i i ) the higher of the last independent

trade or the highest current independent bid for shares. The Directors  intend to seek renewal  of this  authori ty from the

shareholders  at the Annual  General  Meeting.

 

P ursuant to this  authori ty, and subject to the Companies  Law and the discre0on of the Directors , the Company may

purchase shares  in the market on an ongoing bas is  with a  view to address ing any imbalance between the supply of and

demand for shares.

 

Shares  purchased by the Company may be cancel led or held as  treasury shares. The Company may borrow and/or real ise

investments  in order to finance such share purchases.

 

The Company has  not purchased any shares  for treasury or cancel la0on during the year or to date. During the year, the

Board cons idered i f such a purchase of shares  would be appropriate and concluded that i t would not be in the best

interests  of shareholders .

 

Directors' and Officers' Liability Insurance

The Company maintains  insurance in respect of D irectors ' and O fficers ' l iabi l i ty in rela0on to their acts  on behalf of the

Company.

 

Substantial Shareholdings



Substantial Shareholdings

As at 31 January 2023, the Company had been no0fied, in accordance with Chapter 5 of the Disclosure and Transparency

Rules , of the fol lowing substantia l  voting rights  as  shareholders  of the Company.

 

Shareholder Shareholding % holding 

Close Brothers  Asset Management 21,432,570 17.67%

Almitas  Capital 12,943,432 10.67%

Canopius 12,276,107 10.12%

TDC Pensionskasse 10,600,000 8.74%

Premier Miton Investors 10,500,000 8.66%

Intermediate Capital  Group 10,000,000 8.24%

Hargreaves  Lansdown, stockbrokers  (Execution Only) 5,674,988 4.68%

RBC Brewin Dolphin, stockbrokers 5,357,129 4.42%

CG Asset Management 4,882,100 4.02%

Interactive Investor (EO) 3,680,328 3.03%

 

I n addi0on, the Company also provides  the same informa0on as  at 24 Apri l  2023, being the most current informa0on

avai lable.

 

Shareholder Shareholding % holding 

Close Brothers  Asset Management 21,547,570 17.76%

Almitas  Capital 12,372,209 10.20%

Canopius 12,276,107 10.12%

TDC Pensionskasse 10,600,000 8.74%

Premier Miton Investors 10,000,000 8.66%

Intermediate Capital  Group 6,113,761 8.24%

Hargreaves  Lansdown, stockbrokers  (Execution Only) 5,165,459 5.04%

RBC Brewin Dolphin, stockbrokers 4,882,100 4.26%
CG Asset Management 3,737,175 4.02%

Interactive Investor (Execution Only) 3,265,430 3.08%

 

The Directors  confirm that there are no securi0es  in issue that carry specia l  rights  with regard to the control  of the

Company.

 

Independent External Auditor

Deloi;e LLP  has  been the Company's  external  auditor s ince the Company's  incorpora0on. The Audit and Risk Commi;ee

reviews the appointment of the external  auditor, i ts  effec0veness  and i ts  rela0onship with the Company, which includes

monitoring the use of the external  auditor for non-audit services  and the balance of audit and non-audit fees  paid, as

included in Note 14 to the F inancial  Statements. Fol lowing a review of the independence and effec0veness  of the external

auditor, a  resolu0on was proposed and accepted at the 2022 Annual  General  Mee0ng to re-appoint Deloi;e LLP. Each

Director bel ieves  that there is  no relevant informa0on of which the external  auditor i s  unaware. Each had taken al l  s teps

necessary, as  a  director, to be aware of any relevant audit informa0on and to establ ish that Deloi;e LLP  is  made aware of

any per0nent informa0on. This  confirma0on is  given and should be interpreted in accordance with the provis ions  of

Sec0on 249 of the Companies  Law. Further informa0on on the work of the external  auditor and reasons  for not puSng the

audit service out to tender is  set out in the Report of the Audit and Risk Committee.

 

Articles of Incorporation

The Company's  Articles  of Incorporation may only be amended by special  resolution of the shareholders .

 

NMPI Status

The Company wi l l  no longer meet the cri teria  to be an exempt NM P I  and the Company expects  to be removed from the AI C

l is t of excluded securi ties .

 

AIFMD
The Company is  a  non-EU domici led al terna0ve investment fund and appointed I CG Alterna0ve I nvestments  Limited as  i ts
discre0onary I nvestment Manager on 25 November 2020. P rior to this  appointment the Company was internal ly managed.
Any offer of shares  to prospec0ve investors  within selected member states  of the European Economic Area and the UK  wi l l
be made in accordance with the appl icable na0onal  private placement regime, and the Company wi l l  no0fy i ts  inten0on to
market to the competent authori ty in each of the selected member states  for the purposes  of compl iance with AIFMD.
 
AEOI Rules

Under AEO I  Rules  the Company con0nues to comply with both FATC A and C RS requirements  to the extent relevant to the

Company.

 



The Board is  commi;ed to upholding and maintaining a  zero-tolerance pol icy towards  the criminal  faci l i ta0on of tax

evas ion.

 

Change of Control

There are no agreements  that the Company cons iders  s ignificant and to which the Company is  party that may affect i ts

control  fol lowing a takeover bid.

 

Going Concern

The Directors , at the 0me of approving the F inancial  Statements , are required to cons ider whether they have a reasonable

expecta0on that the Company has  adequate resources  to con0nue in opera0onal  existence for the foreseeable future and

do not cons ider there to be any threat to the going concern status  of the Company. At the EGM of the Company on 14

January 2021, fol lowing a recommenda0on from the Board publ ished in a  ci rcular on 16 December 2020, shareholders

voted by the requis i te majori ty in favour of a  change to the Company's  O bjec0ves  and I nvestment Pol icy which would lead

to an orderly real isation of the Company's  assets  and a return of capital  to shareholders .

 

I t i s  intended that the investments  wi l l  be real ised as  and when the loans  fa l l  due or a  later date by nego0a0on with the

loan sponsor or as  a  result of administra0on processes.  Specific ac0ons taken by the Company to maximise loan

recoveries  may result in delays  to repayment beyond the original  maturi ty date.  W hi lst the Directors  are sa0sfied that the

Company has  adequate resources  to con0nue in opera0on throughout the real isa0on period and to meet a l l  l iabi l i0es  as

they fa l l  due, given the Company is  now in a  managed wind down the Directors  cons idered i t appropriate to adopt a  bas is

other than a going concern in preparing the financial  s tatements , as  was  the case for the year ended 31 January 2022. No

materia l  adjustments  to accoun0ng pol icies  or the valua0on bas is  have arisen as  a  result of ceas ing to apply the going

concern bas is .

 
Viability Statement  

The AIC Code requires  that, the Directors  make a viabi l i ty statement in which they assess  the prospects  of the Company over

a period longer than the 12 months  required by the going concern provis ion.

 

A change in I nvestment Pol icy was  approved by the shareholders  at the EGM on 14 January 2021 with the resultant

intention that the Company undergo an orderly real isation of assets , returning capital  to shareholders .

 

For this  reason, and as  discussed above, the Company is  preparing the financial  s tatements  on a bas is  other than going

concern due to the Company being in a  managed wind down.

 

S ince the EGM, seven loans  have repaid in ful l  and £45.5m of capital  has  been returned to Shareholders . Based on the

maturi ty profile of the Company's  investments , the Board expects  the wind down of the Company to be completed within

two years , a l though this  cannot be guaranteed.

 

Cashflow projec0ons have been prepared based on the Board's  current inten0on to hold a l l  investments  to maturi ty or

later es0mated date. The Board intends to return surplus  capital  to investors  fol lowing each loan repayment, whi lst i t

remains  prudent to do so and taking into account the commitments , l iabi l i0es  and expected dura0on of the Company at the

time.

 

Having conducted a robust analys is  on this  bas is , the Directors  remain sa0sfied that the Company can, in a l l  quarters ,

meet i ts  l iabi l i0es  as  they fa l l  due over the period under cons idera0on to January 2025, i f the Company con0nues in

opera0on up un0l  that date. The Company cons iders  i t l ikely, given the expected repayment profile of the remaining loans,

that i t wi l l  operate with a  cashflow deficit in some quarters . Cash reserves  wi l l  be held to cover this  eventual i ty and wi l l  be

re-assessed with each loan repayment. The Company wi l l , on a  prudent bas is , maintain working capital  reserves  to meet a l l

l iabi l i ties  as  they fa l l  due through to the latest expected repayment date.

 

Directors' Responsibilities to Stakeholders

 
Sec0on 172 of the UK  Companies  Act 2006 appl ies  directly to UK  domici led companies . Nonetheless , the AI C  Code requires

that the ma;ers  set out in sec0on 172 are reported on by a l l  companies , i rrespec0ve of domici le. This  requirement does

not confl ict with Guernsey company law.

 

Sec0on 172 recognises  that Directors  are responsible for ac0ng in a  way that they cons ider, in good fa i th, i s  the most l ikely

to promote the success  of the Company for the benefit of i ts  shareholders  as  a  whole. I n doing so, they are a lso required to

consider the broader impl ica0ons of their decis ions  and opera0ons on other key stakeholders  and their impact on the

wider community and the environment. Key decis ions  are those that are ei ther materia l  to the Company or are s igni ficant to



wider community and the environment. Key decis ions  are those that are ei ther materia l  to the Company or are s igni ficant to

any of the Company's  key stakeholders . The Company's  engagement with key stakeholders  and the key decis ions  that were

made or approved by the Directors  during the year are described below.

 

 

Stakeholder Group Methods of Engagement Benefits of Engagements

Shareholders
 

Following the Covid-19 pandemic
and the Company share price falling
to a deep discount to NAV,
shareholders supported a
recommendation by the Board to
wind down the Company.
 
The Company sought to maintain
shareholder satisfaction through:

·      Transparency of
communication

·      Capital preservation
·      Payment of regular and

sustainable dividends for
as long as considered
prudent and

·      Return of capital on loan
repayments

 
 

 

 

 
The Company engages with its
shareholders through the issue of
regular portfolio updates in the form of
RNS announcements and quarterly
factsheets.
 
The Company provides in depth
commentary on the investment
portfolio, corporate governance and
corporate outlook in its semi-annual
and annual financial statements.
 
The Board receives quarterly feedback
from its Broker in respect of their
investor engagement and investor
sentiment.
 
The engagement with shareholders,
including the AGM, will continue
through
the wind down period as capital is
returned to investors.

 

 
In the financial year the Company
issued:
-           2 Portfolio updates by way of RNS
-           4 Quarterly fact sheets.
 
The Company has continued to execute
the orderly realisation of assets of the
Company during the year. Discussions
involving Directors, the Investment
Manager and the Company's brokers
have been held directly with major
shareholders during the year.

Engagement with shareholders through
regular announcements and fact sheets
enables shareholders to take informed
decision as to the winding up process
and timetable.

 

Borrowers
The Company's principal clients are its
Borrowers to whom the Company
provides term finance.
 
The Board believes that the Company
and its Investment Manager have a
duty to act fairly in respect of its
Borrowers and that strong engagement
with Borrowers drives favourable
outcomes for stakeholders and
Borrowers themselves.
 

 
The Company engages with its
Borrowers through its Investment
Manager.
 
The Investment Manager forms and
maintains a close working relationship
with Borrowers through the ongoing
quarterly monitoring of loans over their
respective terms.
 
The Board monitors the timeliness and
quality of these engagements through
its
regular engagement with the
Investment
Manager.
 
The Investment Manager works closely
with borrowers to support the delivery
of their business plans.
 

 
During the course of the year, the
Investment Manager has undertaken
and
the Board has reviewed four monitoring
reports and the Investment Manager
provides additional updates to the
Board as required.
 
The Investment Manager has regularly
engaged with all its borrowers during
the year in order to drive timely exits
from the remaining loan positions. 
During the period, this led to two full
loan repayments and one partial
repayment. 
 
 

Service Providers
The Company does not have any direct
employees; however, it works closely
with a number of service providers (the
Investment Manager, Administrator,
Company Secretary, Broker and other
professional service providers) whose
interests are aligned to the success of
the Company.
 
The quality and timeliness of their
service provision is critical to the
success of the Company.

 
The Company's Management
Engagement Committee has identified
its key service providers. On an annual
basis it undertakes a review of
performance based on a questionnaire
through which it also seeks feedback.
 
Furthermore, the Board and its sub-
committees engage regularly with its
service providers on both a formal and
informal basis.
 
The Management Engagement
Committee will a lso regularly review all
material contracts for service quality
and value.

 
The feedback given by the service
providers is used to review the
Company's policies, controls, and
procedures to ensure open lines of
communication, operational efficiency,
robustness and, appropriate pricing for
services provided.

Community & Environment
As an investment company whose
purpose is the provision of and
investment in commercial real estate
debt, the Company's direct
engagement with the local community
and the environment is limited.
 
However, the Board recognises the role
the Company can play in terms of the
environment by supporting and guiding
Borrowers to find environmentally
friendly sustainable solutions in the
maintenance of their properties and
delivery of their business plan
objectives more generally.

 
Within its investment strategy, the
environmental and social impact of the
properties on which the Company's
loans are secured was an important
consideration when it had made its
investments.

 
In the year to 31 January 2023, the
Company made no new loans, but
previous loans included substantial
capital expenditure facilities, generally
to be applied towards the
refurbishment of existing properties
which has a substantially lower
environmental impact than demolition
and redevelopment.
Such refurbishments generally seek to
improve the energy performance of the
target properties as well as providing
improved working or living
environments for their occupiers.
 
The ESG report provides further
information on the Investment
Manager's approach to this important
subject.

Key Decisions

Key decis ions  are defined as  both those that are materia l  to the Company but a lso those that are s ignificant to any of our

key stakeholders  as  discussed above.

 



 

I n making the fol lowing key decis ions, the Board cons idered the outcome from i ts  stakeholder engagement as  wel l  as  the

need to maintain a  reputation for high standards  of bus iness  conduct and the need to act fa i rly between the members  of the

Company:

 

During the year the Board decided to pay a  dividend at 1.1 pence per share for the first quarter, a  dividend of 1.0 pence per

share in respect of both quarter two and three, and a dividend of 0.5 pence per share in respect of the final  quarter, during

which the portfol io was  being trans itioned.

 

Given that some of the Company's  loans  were ful ly repaid, the Board approved one distribu0on of capital  equa0ng to a

total  of 6.0 pence per share for the year. A second distribu0on equivalent to 5.5 pence per O rdinary Share was approved

after the year end.

 

Fol lowing a breach of LTV covenant, a  fa i led sales  process , and con0nuing default, the Company appointed an

administrator in respect of the Southport hotel  and provided a £0.2 mi l l ion working capital  loan to maintain i ts  ongoing

operation and preserve shareholder value.

 

The Board cons idered and reviewed the valua0ons, us ing third-party advisors  and market evidence, of proper0es  securing

al l  loans  together with the prospect of repayment at maturi ty given the dis loca0on in property and debt markets  in 2022. I n

l ine with i ts  I F RS 9 pol icy, the Board has  ra ised a provis ion for the expected credit loss  in respect of the Stage 3 Southport

hotel  and in respect of poten0al  loss  and unpaid interest on the Stage 2 RoyaleLi fe loan. The Board has  permi;ed the

extens ion of some loans, or a  period of forbearance, during this  period of market dis loca0on to maximise the poten0al  for

shareholder returns  as  compared to taking more aggress ive action.

 

The Board has  reviewed prospec0ve cashflows under each loan and, as  a  result, determined to recognise interest on a net

bas is  aHer a l lowance for EC L on the Stage 3 Southport loan.  An EC L provis ion has  a lso been raised against interest due on

the Stage 2 RoyaleLi fe loan. I nterest due on both loans  wi l l  con0nue to be appl ied in accordance with the accoun0ng

pol icies  set out in note 2, unti l  such time as  i t i s  received.

 

The Board reviewed the performance of the I nvestment Manager which was cons idered to be sa0sfactory.  Accordingly, the

Investment Manager's  reappointment was  confi rmed.

 

Financial Risk Management Policies and Procedures

Financial  Risk Management Pol icies  and Procedures  are disclosed in Note 11 to the Financial  Statements .

 

Principal Risks and Uncertainties

Principal  Risks  and Uncertainties  are discussed in the Corporate Governance Report.

 

Subsequent Events

Signi ficant subsequent events  have been disclosed in Note 17 to the Financial  Statements .

 

Alternative Performance Measures

The Directors  bel ieve that the performance indicators  detai led in the F inancial  Highl ights  and Financial  Summary, which

are typical  for en00es inves0ng in real  estate debt, wi l l  provide shareholders  with sufficient informa0on to assess  how

effectively the Company is  meeting i ts  objectives .

 

Annual General Meeting

The AGM of the Company wi l l  be held at 12:00 BST on 20 June 2023 at F loor 2, Trafalgar Court, Les  Banques, St Peter Port,

Guernsey, GY1 4LY. Detai ls  of the resolu0ons to be proposed at the AGM, together with explana0ons of the AGM

arrangements , wi l l  appear in the Notice of Meeting to be distributed to shareholders .

 

Members  of the Board wi l l  be in attendance at the AGM and wi l l  be avai lable to answer shareholder questions.

 

By order of the Board

 

 

Jack Perry

Chairman

22 May 2023

D IREC TO RS' RESP O N SIBIL ITIES STATEMEN T



D IREC TO RS' RESP O N SIBIL ITIES STATEMEN T
 

The Directors  are responsible for preparing the Annual  Report and Financial  Statements  in accordance with appl icable law

and regulations.

 

The Companies  Law requires  the Directors  to prepare F inancial  Statements  for each financial  year.  Under that law the

Directors  are required to prepare the F inancial  Statements  in accordance with I F RS. Under the Companies  Law, the

Directors  must not approve the F inancial  Statements  unless  they are sa0sfied that they give a  true and fa ir view of the state

of affairs  of the Company and of the profit or loss  of the Company for that period.  I n preparing these F inancial  Statements ,

the Directors  are required to:

 

·      select suitable accoun0ng pol icies  in accordance with I AS 8: Accoun0ng Pol icies , Changes  in Accoun0ng Es0mates

and Errors  and then apply them consistently;

·      make judgements  and estimates  that are reasonable and prudent;

·      present informa0on, including accoun0ng pol icies , in a  manner that provides  relevant, rel iable, comparable and

understandable information;

·      provide additional  disclosures  when compl iance with the speci fic requirements  in IFRS are insufficient to enable users

to understand the impact of par0cular transac0ons, other events  and condi0ons on the Company's  financial  pos i0on

and financial  performance;

·      state that the Company has  compl ied with I F RS, subject to any materia l  departures  disclosed and explained in the

Financial  Statements; and

·      prepare the F inancial  Statements  on a going concern bas is  unless  i t i s  inappropriate to presume that the Company wi l l

continue in bus iness .

 

The Directors  confi rm that they have compl ied with the above requirements  in preparing the Financial  Statements .

 

The Directors  are responsible for keeping proper accoun0ng records, which disclose with reasonable accuracy at any 0me,

the financial  pos i0on of the Company and enable them to ensure that the F inancial  Statements  comply with Companies

Law. They are a lso responsible for safeguarding the assets  of the Company and hence for taking reasonable steps  for the

prevention and detection of fraud, error and non-compl iance with law and regulations.

 

The Directors  are responsible for ensuring that the Annual  Report and Financial  Statements , taken as  a  whole, i s  fa i r,

balanced and understandable and provides  the informa0on necessary for shareholders  to assess  the Company's

performance, bus iness  model  and strategy.

 

The Directors  are a lso responsible under the AI C  Code to promote the success  of the Company for the benefit of i ts  members

as  a  whole and in doing so have regard for the needs of wider society and other stakeholders .

 

As  part of the prepara0on of the Annual  Report and Financial  Statements  the Directors  have received reports  and

informa0on from the Company's  Administrator and I nvestment Manager.  The Directors  have cons idered, reviewed and

commented upon the Annual  Report and Financial  Statements  throughout the draHing process  in order to sa0sfy

themselves  in respect of the content.

 

The Directors  are responsible for the maintenance and integri ty of the corporate and financial  informa0on included on the

website (www.lbow.co.uk).

 

Legis la0on in Guernsey governing the prepara0on and dissemina0on of the F inancial  Statements  may differ from

legis lation in other jurisdictions.

 

Responsibility Statement of the Directors in Respect of the Annual Report under the Disclosure and Transparency Rules

Each of the Directors  confi rms to the best of their knowledge and bel ief that:

·      the F inancial  Statements , prepared in accordance with I F RS, give a  true and fa ir view of the assets , l iabi l i0es , financial

pos ition and profi t or loss  of the Company taken as  a  whole;

·      the Annual  Report includes  a  fa i r review of the development and performance of the bus iness  and the pos i0on of the

Company, together with a  description of the principal  risks  and uncertainties  faced.

 

Responsibility Statement of the Directors in Respect of the Annual Report under the Corporate Governance Code

 



The Directors  are responsible for preparing the Annual  Report and Financial  Statements  in accordance with appl icable law

and regula0ons. Having taken advice from the Audit and Risk Commi;ee, the Directors  cons ider the Annual  Report and

Financial  Statements , taken as  a  whole, as  fa i r, balanced and understandable and that i t provides  the informa0on

necessary for shareholders  to assess  the Company's  performance, bus iness  model  and strategy.

 

By order of the Board

 
Jack Perry Fiona Le Poidevin
Chairman Director
22 May 2023
 

22 May 2023
 

       

CO RP O RATE GOV ERN A N C E REP O RT
 

As  a  UK  premium l is ted Company, I CG-Longbow Senior Secured UK  P roperty Debt I nvestment Limited's  governance pol icies

and procedures  are based on the principles  of the Corporate Governance Code as  required under the Lis0ng Rules . The

Corporate Governance Code is  avai lable on the Financial  Reporting Counci l 's  website, www.frc.org.uk.

 

The Company became a member of the AI C  effec0ve 27 February 2013 and has  therefore put in place arrangements  to

comply with the AI C  Code of Corporate Governance (''AI C  Code'') and thereby compl ies  with the UK  Corporate Governance

Code. The Directors  recognise the importance of sound corporate governance, par0cularly the P rinciples  and P rovis ions

addressed within the AIC Code. The AIC Code is  avai lable on the AIC's  website www.theaic.co.uk.

 

The Company is  subject to the GFS C Code, which appl ies  to a l l  companies  registered as  col lec0ve investment schemes in

Guernsey. The GFS C has  a lso confirmed that companies  which report against the UK  Corporate Governance Code or AI C

Code are deemed to meet the GFSC Code.

 

The AI C  Code addresses  a l l  the principles  set out in the UK  Corporate Governance Code, as  wel l  as  seSng out addi0onal

principles  and recommenda0ons on issues  that are of specific relevance to investment companies  such as  the Company.

The Board cons iders  that repor0ng against the principles  and recommenda0ons of the AI C  Code provides  appropriate

information to shareholders .

 

The Board monitors  developments  in corporate governance to ensure the Board remains  a l igned with best practice.

 

Throughout the year ended 31 January 2023, the Company has  compl ied with the recommenda0ons of the AI C  Code and the

relevant provis ions  of Section 1 of the Corporate Governance Code, except as  set out below.

 

The Corporate Governance Code includes  provis ions  relating to:

·      the role of the chief executive;

·      executive directors ' remuneration; and

·      the need for an internal  audit function.

 

For the reasons  set out in the AI C  Code, and as  explained in the UK  Corporate Governance Code, the Board cons iders  that

the above provis ions  are not currently relevant to the pos i0on of the Company, which delegates  most day-to-day func0ons

to third parties .

 

The Directors  have access  to the services  provided by the Company Secretary, O corian Administra0on (Guernsey) Limited,

who ensure statutory obl igations  of the Company are achieved.

 

As  an investment company, the Company has  no employees, a l l  D irectors  are non-execu0ve and independent of the

I nvestment Manager and, therefore, the Directors  cons ider the Company has  no requirement for a  Chief Execu0ve or Senior

I ndependent Director and the Board is  sa0sfied that any relevant issues  can be properly cons idered by the Board. The

absence of an internal  audit function is  discussed in the Report of the Audit and Risk Committee.

 

Environmental Social and Governance Report

As an investment company, the Company's  activi ties  only have a l imited direct impact on the environment.

 

Fol lowing the change in I nvestment O bjec0ve and Pol icy approved by shareholders  in January 2021, the Company is  now

conducting an orderly real isation of i ts  investments . As  such, the opportunity to implement materia l  ESG changes  across  i ts

por=ol io is  rela0vely l imited and ES G cons idera0ons are expected to be l imited to monitoring the exis0ng investments  for

http://www.theaic.co.uk


por=ol io is  rela0vely l imited and ES G cons idera0ons are expected to be l imited to monitoring the exis0ng investments  for

their own performance in this  area.

 

Nonetheless , the Board con0nues to bel ieve that i t i s  in shareholders ' interests  to cons ider environmental , socia l  and

governance factors  in monitoring i ts  investments . The parent of the I nvestment Manager is  a  longstanding s ignatory to the

UN P rinciples  for Responsible I nvestment and has  a  ful ly formal ised and embedded Responsible I nves0ng Pol icy which is

appl ied to a l l  investment decis ions  and the monitoring of each investment opportunity.

 

The parent of the I nvestment Manager con0nues to develop i ts  ES G pol icies  and procedures. I ts  responsible investment

pol icy is  avai lable to view at: ICG Website

 

The Board rel ies  on the I nvestment Manager to apply i ts  Responsible I nvestment Pol icy and any associated ES G

considera0ons to the investments  of the Company. As  a  lender to, rather than direct owner of, real  estate assets , the

Company is  general ly in a  pos i0on only to influence rather than control  the ES G impacts  of i ts  borrowers . Moreover, as  the

Company wi l l  no longer make any new investments , and is  ac0vely seeking to real ise the remaining assets  in i ts  por=ol io,

i t i s  cons idered unl ikely there wi l l  be s ignificant opportuni0es  to support borrowers  in ES G ma;ers  outs ide of the del ivery

of existing bus iness  plans.

 

Culture and Values

The Board recognises  that i ts  tone and culture is  important and wi l l  greatly impact i ts  interac0ons with shareholders  and

service providers  as  wel l  as  the development of long-term shareholder value. The importance of sound ethical  values  and

behaviours  is  crucia l  to the abi l i ty of the Company to achieve i ts  objectives  successful ly.

 

The Board individual ly and col lec0vely seeks  to act with di l igence, honesty and integri ty. I t encourages  i ts  members  to

express  differences  of perspec0ve and to chal lenge but a lways  in a  respec=ul , open and coopera0ve fashion. The Board

encourages  divers i ty of thought and approach and chooses  i ts  members  with this  approach in mind. The governance

principles  that the Board has  adopted are des igned to ensure that the Company del ivers  long term value to i ts  shareholders

and treats  a l l  shareholders  equal ly. Al l  shareholders  are encouraged to have an open dia logue with the Board.

 

The Board recognises  that the Company wi l l  take risks  in order to achieve i ts  objec0ves, but these risks  are monitored and

managed.  The Company seeks  to avoid excess ive risk-taking in pursuit of returns. A large part of the Board's  ac0vi0es  are

centred upon what is  necessari ly an open and respec=ul  dia logue with the I nvestment Manager. The Board bel ieves  that i t

has  a  very construc0ve rela0onship with the I nvestment Manager whi lst holding them to account and chal lenging the

choices  and recommendations  made by them.

 

The Board

The Company is  led and control led by a  Board of Directors , which is  col lec0vely responsible for the remaining real isa0on

period of the Company. I t does  so by ac0ng in the interests  of the Company, crea0ng and preserving value and has  as  i ts

foremost principle to act in the interests  of shareholders .

 

The Company bel ieves  that the composi0on of the Board is  a  fundamental  driver of i ts  success  as  the Board must provide

strong and effec0ve leadership of the Company. The current Board was selected, as  their biographies  i l lustrate, to bring a

breadth of knowledge, ski l l s  and bus iness  experience to the Company. Al l  D irectors  are members  of profess ional  bodies

and serve on other boards, which ensures  that they are kept abreast of the latest technical  developments  in their areas  of

exper0se. The Directors  detai ls , which set out their range of investment, financial  and bus iness  ski l l s  and experience

represented. I n terms of gender balance, the Board has  25% female and 75% male representa0on. F iona Le Poidevin is  the

Chair of the Audit and Risk Committee.

 

The Chairman leads  the Board and is  responsible for i ts  overal l  effectiveness  in directing the Company.  The Chairman must

be independent and is  appointed in accordance with the Company's  Ar0cles  of I ncorpora0on. I n cons idering the

independence of the Chairman, the Board took note of the provis ions  of the AI C  Code rela0ng to independence and has

determined that Mr Perry is  an independent Director.

 
The Board meets  at least four 0mes a year and, in addi0on, there is  regular contact between the Board, the I nvestment

Manager and the Administrator. At each mee0ng the Board fol lows a formal  agenda that covers  the bus iness  to be

discussed. Directors  meet regularly with the senior management employed by the I nvestment Manager both formal ly and

informal ly to ensure the Board remains  regularly updated on al l  i ssues. Ordinari ly, the Board also has  regular contact with

the Administrator and the Board is  suppl ied in a  0mely manner with informa0on by the I nvestment Manager, the Company

Secretary and other advisers  in a  form and of a  qual i ty to enable i t to discharge i ts  duties .

 

The Company has  adopted a share deal ing code which is  compl ied with by the Directors  of I CG Longbow Senior Secured UK

https://www.icgam.com/~/media/Files/I/ICGAM-V2/responsible-investing-documents/2021-icg-responsible-investing-policy-2.pdf


The Company has  adopted a share deal ing code which is  compl ied with by the Directors  of I CG Longbow Senior Secured UK

Property Debt Investments  Limited and relevant personnel  of the Investment Manager.

 

Board Tenure and Re-election

Three of the four remaining Directors  were appointed in November 2012 and Fiona Le Poidevin was  appointed on 1

September 2020. Therefore, three of the four members  of the Board have served for longer than nine years  to date. The issue

with respect to long tenure has  arisen and, in accordance with the AI C  Code, when and i f any Director shal l  have been in

office (or on re-elec0on would have at the end of that term of office) for more than nine years , the Company wi l l  cons ider

further whether there is  a  risk that such a Director might reasonably be deemed to have lost independence through such

long service.

 

The Nomina0on Commi;ee takes  the lead in any discuss ions  rela0ng to the appointment or re-appointment of Directors

and gives  cons idera0on to Board rota0on in advance of the nine-year tenure l imit. The Board recognises  that Directors

serving nine years  or more may appear to have their independence impaired. However, the Board nonetheless  cons iders  the

Directors  to remain independent as  noted further below. I n addi0on, the Board bel ieves  i t i s  beneficial  for shareholders

that there is  con0nuity of Board leadership during this  final  managed real isa0on phase before placing the Company in

l iquidation.

 

Directors  are appointed under le;ers  of appointment, copies  of which are avai lable at the registered office of the Company.

The Board cons iders  i ts  composi0on and success ion planning on an ongoing bas is . The Company's  Ar0cles  of

I ncorpora0on speci fy that at each annual  general  mee0ng of the Company al l  D irectors  shal l  re0re from office and may

offer themselves  for election or re-election by the Members . Mr Perry, Mr Beevor,

 

Mr Meader and Mrs  Le Poidevin wi l l  re0re as  Directors  of the Company in accordance with the Ar0cles  and wi l l  be put

forward for re-election at the forthcoming AGM.

 

Any Director who is  elected or re-elected at that mee0ng is  treated as  con0nuing in office throughout. I f they are not elected

or re-elected, they shal l  retain office un0l  the end of the mee0ng or (i f earl ier) when a resolu0on is  passed to appoint

someone in their place or when a resolution to elect or re-elect the Director is  put to the meeting and lost.

 

The Board remains  confident that i ts  membership respects  the spiri t of the Code regarding Board composi0on, divers i ty,

particularly with respect to gender, and how effectively members  work together to achieve the Company's  objectives .

 

The Company's  pol icy on Chair tenure is  that the Chair should not normal ly serve longer than nine years  as  a  Director and/

or Chair unless  i t i s  determined to be in the best interests  of the Company, i ts  shareholders  and stakeholders .

 

O n 14 January 2021, the Company's  shareholders  voted for the orderly real isa0on of the Company's  assets  and the return

of capital  to shareholders . As  the Company now has  a  finite remaining opera0ng l i fe, not expected to exceed one year from

the date of this  report, i t i s  cons idered in the best interests  of shareholders  and stakeholders  to maintain the con0nuity

and experience of the exis0ng Board. I n addi0on, i t i s  cons idered imprac0cal  to a;ract, recruit and induct new Board

members  for such a short period of 0me. Accordingly, the current Chair of the Company, barring unforeseen ci rcumstances,

is  expected to remain in office un0l  the Company is  placed into l iquida0on. I n prac0ce this  means that his  tenure wi l l

con0nue to exceed the recommended nine-year term. S imi larly, Mr Beevor and Mr Meader wi l l  a lso con0nue to exceed the

recommended nine-year term for the reasons  stated, unti l  the Company is  placed in l iquidation.

 

Directors' Remuneration

The level  of remunera0on of the Directors  reflects  the 0me commitment and responsibi l i0es  of their roles . The Chairman is

en0tled to annual  remunera0on of £ 50,000 (31 January 2022: £50,000). The Chair of the Audit and Risk Commi;ee is

en0tled to annual  remunera0on of £ 40,000 (31 January 2022: £40,000). The other independent Directors  are en0tled to

annual  remuneration of £35,000 (31 January 2022: £35,000). These levels  of remunera0on have remained unchanged s ince

July 2017.

 

During the year ended 31 January 2023 and the year ended 31 January 2022, the Directors ' remuneration was as  fol lows:

Expected fees 1 February
2023 to 31 January 2024

1 February 2022 to 31 January
2023

1 February 2021 to 31 January
2022

Director  £ £ £
Jack Perry  50,000  50,000 50,000
Paul  Meader                 35,000 35,000 35,000
Stuart Beevor                 35,000 35,000 35,000

Fiona Le Poidevin1                 40,000 40,000 38,024

Patrick Fi rth2                          -  - 16,466



Patrick Fi rth2                          -  - 16,466

 

(1)      Fiona Le Poidevin appointed 1 September 2020 and was appointed Audit and Risk Committee Chair on 28 June 2021

(2)      Patrick Firth retired 28 June 2021

 

The Company Directors ' fees  for the year amounted to £160,000 (31 January 2022: £171,375) with outstanding fees  of

£31,250 due to the Directors  at 31 January 2023 (31 January 2022: £31,250) (see Note 8).

 

Al l  of the Directors  are non-execu0ve and are each cons idered independent for the purposes  of Chapter 15 of the Lis0ng

Rules .

 

Duties and Responsibilities

The Board has  overal l  responsibi l i ty for maximis ing the Company's  success  by direc0ng and supervis ing the affairs  of the

business  and mee0ng the appropriate interests  of shareholders  and relevant stakeholders , whi le enhancing the value of

the Company and also ensuring the protection of investors . The Board has  adopted a Schedule of Matters  which sets  out the

particular duties  of the Board. Such reserved powers  include the fol lowing:

 

•         s trategic matters ;

•         ri sk assessment and management including repor0ng, compl iance, governance, monitoring and control  and

financial  reporting;

•         s tatutory obl igations  and publ ic disclosure;

•         declaring Company dividends;

•         managing the Company's  advisers ;

•         appointment of a  l iquidator; and

•         other matters  having a  materia l  effect on the Company.

 

The Directors  have access  to the advice and services  of the Administrator, who is  responsible to the Board for ensuring that

Board procedures  are fol lowed and that i t compl ies  with Companies  Law and appl icable rules  and regula0ons of the GFS C

and the London Stock Exchange. W here necessary, in carrying out their du0es, the Directors  may seek independent

profess ional  advice and services  at the expense of the Company. The Company maintains  appropriate Directors ' and

Officers ' l iabi l i ty insurance in respect of legal  action against i ts  Directors , should this  occur.

 

The Board's  responsibi l i0es  for the Annual  Report are set out in the Directors ' Responsibi l i ty Statement. The Board is  a lso

responsible for i ssuing appropriate Interim Reports  and other price-sens itive publ ic reports .

 

O ne of the key cri teria  the Company uses  when selec0ng non-execu0ve Directors , i s  their confirma0on prior to their

appointment that they wi l l  be able to a l locate sufficient 0me to the Company to discharge their responsibi l i0es  in a  0mely

and effective manner.  The Board assesses  the training needs of Directors  on an annual  bas is .

 

The Board formal ly met four 0mes during the year and ad-hoc Board mee0ngs were cal led in rela0on to specific events  or

to issue approvals , oHen at short no0ce and did not necessari ly require ful l  a;endance. Each Board member receives  a

comprehensive Board pack at least five days  prior to each mee0ng which incorporates  a  formal  agenda together with

suppor0ng papers  for i tems to be discussed at the mee0ng. Directors  are encouraged when they are unable to a;end a

mee0ng to give the Chairman their views and comments  on ma;ers  to be discussed, in advance. Representa0ves  of the

I nvestment Manager a;end relevant sec0ons of the Board mee0ngs  by invita0on and the Directors  a lso l ia ise with the

Investment Manager whenever required and there is  regular contact outs ide the Board meeting schedule.

 

Attendance is  further set out below:

 

Director
 

Scheduled
Board

Meetings
4

Ad-hoc
Board

Meetings
3

 

Audit and
Risk

Committee
Meetings

4

Ad-hoc
Committee
Meetings

4

 
 
 

Nomination
Committee

Meeting
1

 
 

Management
Engagement
Committee

Meeting
1

 
 
 

Remuneration
Committee

Meeting
1

Stua rt Be e vor 4 3 4 3 1 1 1
Pa ul  Me a de r 4 3 4 4 1 1 1

Ja ck Pe rry1 4 3 - 4 1 1 1
Fi ona  Le  Poi de vi n 4 3 4 4 1 1 1

 

(1)      Mr Perry has a standing invita0on to Audit and Risk Commi;ee mee0ngs, however his a;endance at the mee0ngs is as an observer

only and is not recorded.

 



 

The quorum for any Board meeting is  two directors  but attendance by a l l  Directors  at each meeting is  encouraged.

 

Conflicts of interest

A Director has  a  duty to avoid a  s i tua0on in which he or she has, or can have, a  direct or indirect interest that conflicts , or

poss ibly may conflict, with the interests  of the Company. The Board requires  Directors  to declare a l l  appointments  and

other s i tua0ons that could result in a  poss ible conflict of interest and has  adopted appropriate procedures  to manage and,

i f appropriate, approve any such conflicts . The Board is  sa0sfied that there is  no compromise to the independence of those

Directors  who have appointments  on the boards  of, or relationships  with, companies  outs ide the Company.

 

Committees of the Board

The Board bel ieves  that i t and i ts  commi;ees have an appropriate composi0on and blend of backgrounds, ski l l s  and

experience to discharge their du0es effec0vely. The Board is  of the view that no one individual  or smal l  group dominates

decis ion-making. The Board keeps  i ts  membership, and that of i ts  commi;ees, under review to ensure that an acceptable

balance is  maintained and that the col lec0ve ski l l s  and experience of i ts  members  con0nue to be refreshed. I t i s  sa0sfied

that a l l  Directors  have sufficient time to devote to their roles  and that undue rel iance is  not placed on any individual .

 

Each commi;ee of the Board has  wri;en terms of reference, approved by the Board, summaris ing i ts  objec0ves, remit and

powers  and are reviewed on an annual  bas is . Each commi;ee has  access  to such external  advice as  i t may cons ider

appropriate.

 

Al l  commi;ee members  are provided with an appropriate induc0on on joining their respec0ve commi;ees, as  wel l  as

ongoing access  to training. Minutes  of a l l  mee0ngs  of the commi;ees are made avai lable to a l l  D irectors  and feedback

from each of the committees  is  provided to the Board by the respective committee Chairs  at the next Board meeting.

 
The Board and i ts  commi;ees are suppl ied with regular, comprehensive, and 0mely informa0on in a  form and of a  qual i ty

that enables  them to discharge their du0es effec0vely. Al l  D irectors  are able to make further enquiries  of the I nvestment

Manager and Administrator whenever necessary and have access  to the services  of the Company Secretary.

 
Audit and Risk Committee

The Audit and Risk Commi;ee is  chaired by Mrs  Le Poidevin who was appointed Chair on 28 June 2021, aHer Mr Firth's

re0rement on 28 June 2021. The Commi;ee also comprises  Mr Beevor and Mr Meader, who held office throughout the year.

Mr Perry has  a  standing invita0on to a;end mee0ngs. However, his  a;endance at these mee0ngs  is  as  an observer only.

The Chair of the Audit and Risk Commi;ee, the I nvestment Manager and the external  auditor, Deloi;e LLP, have held

discuss ions  regarding the audit approach and iden0fied risks . The external  auditors  a;end Audit and Risk Commi;ee

mee0ngs and a private mee0ng is  held rou0nely with the external  auditor to afford them the opportunity of discuss ions

without the presence of the I nvestment Manager or Administrator. The Audit and Risk Commi;ee's  ac0vi0es  are contained

in the Report of the Audit and Risk Committee.

 

Management Engagement Committee

The Management Engagement Commi;ee is  chaired by Mr Perry and also comprises  Mr Meader, Mr Beevor and Mrs  Le

Poidevin, a l l  of whom held office throughout the year. The Management Engagement Commi;ee meets  not less  than once a

year pursuant to i ts  terms of reference, which are avai lable on the Company's  website.

 

The Management Engagement Commi;ee's  main func0on is  to review and make recommenda0ons in rela0on to the

Company's  service providers . The Management Engagement Commi;ee wi l l  review, in par0cular, any proposed amendment

to the I nvestment Management Agreement and wi l l  keep under review the performance of the I nvestment Manager

(including effective and active monitoring and supervis ion of the activi ties  of the

 

I nvestment Manager) in i ts  role as  investment manager to the Company as  wel l  as  the performance of other principal

service providers  to the Company. The Audit and Risk Committee also reports  on i ts  relationship with the external  auditor.

 

Nomination Committee

The Nomina0on Commi;ee is  chaired by Mr Perry and also comprises  Mr Beevor, Mr Meader and Mrs  Le Poidevin, a l l  of

whom held office throughout the year. Given that the Company is  in orderly wind-down and that there is  no expecta0on for

the Commi;ee/Board composi0on to change for the reasons  provided in this  Report, i t was  no longer deemed necessary for

the commi;ee to meet at least once a year. Therefore, the terms of reference were updated during the period to reflect that

the committee is  only required to meet as  and when required, having last met on 22 June 2022. The Nomination Committee's

remit i s  to review regularly the structure, s ize and composi0on of the Board, to give ful l  cons idera0on to success ion

planning for Directors , to keep under review the leadership needs of the Company and be responsible for iden0fying and



nominating, for the approval  of the Board, candidates  to fi l l  Board vacancies  as  and when they arise.

 

Board Performance Evaluation

I n accordance with P rovis ion 26 of the AI C  Code, the Board is  required to undertake a formal  and rigorous  evalua0on of i ts

performance on an annual  bas is . The Board bel ieves  that annual  evalua0ons are helpful  and provide a valuable

opportunity for con0nuous improvement. Such an evalua0on of the performance of the Board as  whole, the Audit and Risk

Commi;ee, the Nomina0on Commi;ee, the Management Engagement Commi;ee, the Remunera0on Commi;ee, individual

Directors  and the Chairman is  carried out and the results  are cons idered by the whole Board.

 

The internal  evalua0on conducted by the Board during the year took the form of sel f-appraisal  ques0onnaires  and

discuss ion to determine effec0veness  and performance as  wel l  as  the Directors ' con0nued independence. The responses

were consol idated and anonymised and common themes iden0fied in order for the Board to determine key ac0ons and next

steps  for improving Board and Committee effectiveness  and performance.

 

The evalua0on concluded that the Board is  performing sa0sfactori ly and is  acquiSng i ts  responsibi l i0es  wel l  in the areas

reviewed which incorporated: investment ma;ers; Board composi0on and independence; rela0onships  and

communica0on; shareholder value; knowledge and ski l l s ; Board processes; and the performance of the Chairman. The

Board bel ieves  that the current mix of ski l l s , experience and knowledge of the Directors  i s  appropriate to the requirements

of the Company.

 

The Nomina0ons Commi;ee has  a lso reviewed the composi0on, structure and divers i ty of the Board, the independence of

the Directors  and whether each of the Directors  has  sufficient 0me avai lable to discharge their du0es effec0vely. The

Commi;ee and the Board confirm that they bel ieve that the Board has  an appropriate mix of ski l l s  and backgrounds and

that a l l  Directors  should be cons idered as  independent in accordance with the provis ions  of the AIC Code and have the time

avai lable to discharge their duties  effectively.

 

Accordingly, the Board recommends that shareholders  vote in favour of the re-elec0on of a l l  D irectors  at the forthcoming

AGM.

 

Succession Planning

The Board recognises  that Directors  serving nine years  or more may appear to have their independence impaired. However,

the Board may nonetheless  cons ider Directors  to remain independent. The Board cons iders  i t beneficial  for shareholders

that there is  con0nuity of Board leadership during this  final , managed real isa0on phase before placing the Company in

l iquida0on. Therefore, the Board has  determined that, barring any unforeseen ci rcumstances, the present complement of

Directors  wi l l  continue in office unti l  the appointment of a  l iquidator.

 

Remuneration Committee

The Remunera0on Commi;ee is  chaired by Mr Perry and comprises  of Mr Meader and Mr Beevor who have held office from

12 December 2019, when the Remunera0on Commi;ee was formed, and Mrs  Le Poidevin who was appointed to the

Commi;ee on 10 December 2020. The Remunera0on Commi;ee is  responsible for recommending and monitoring the level

and structure of remunera0on for a l l  the Directors , including any compensa0on payments , taking into account the 0me

commitments  and responsibi l i0es  of Directors  and any other factors  which i t deems necessary, including the

recommendations  of the AIC Code.

 

There had been no changes  to the Director fees  s ince they were set on 1 July 2017 and they were not expected to change,

subject to any unforeseen ci rcumstances, so an annual  mee0ng was no longer deemed necessary. As  such, the terms of

reference were updated in the period to reflect that the commi;ee is  only required to meet as  and when required, having

last met on 22 June 2022. I t was  agreed that there wi l l  be no increase to fees  during the real isa0on period subject to any

unforeseen ci rcumstances. No change in remuneration is  proposed for the year to 31 January 2024.

 

Internal Control and Financial Reporting

The Directors  acknowledge that they are responsible for establ ishing and maintaining the Company's  system of internal

controls  and reviewing i ts  effec0veness . I nternal  control  systems are des igned to manage rather than el iminate the fa i lure

to achieve bus iness  objec0ves  and can only provide reasonable but not absolute assurance against materia l

misstatements  or loss . The Directors  can confirm they have carried out a  robust assessment of the principal  risks  facing

the Company, including those that would threaten i ts  bus iness  model , future performance, solvency or l iquidity.  The key

procedures  which have been establ ished to provide internal  control  are:

 

•        the Board has  delegated the day-to-day opera0ons of the Company to the Administrator and I nvestment

Manager, however i t remains  accountable for a l l  functions  i t delegates;



Manager, however i t remains  accountable for a l l  functions  i t delegates;

 

•        the Board clearly defines the du0es and responsibi l i0es  of the Company's  agents  and advisers , and

appointments  are made by the Board aHer due and careful  cons idera0on. The Board monitors  the on-going

performance of such agents  and advisers  and con0nues to do so through the Management Engagement

Committee;

 

•       the Board monitors  the ac0ons of the I nvestment Manager at regular Board mee0ngs and is  a lso given frequent

updates  on developments  aris ing from the operations  and strategic direction of the underlying borrowers; and

 

•        the Administrator provides  administra0on and corporate secretaria l  services  to the Company. The Administrator

maintains  a  system of internal  controls  on which i t reports  to the Board.

 

The Board has  reviewed the need for an internal  audit func0on and has  decided that the systems and procedures  employed

by the Administrator and I nvestment Manager, including their own internal  controls  and procedures, provide sufficient

assurance that an appropriate level  of risk management and internal  control , which safeguards  shareholders ' investment

and the Company's  assets , i s  maintained. An internal  audit func0on specific to the Company is  therefore cons idered

unnecessary.

 

I nternal  controls  over financial  repor0ng are des igned to provide reasonable assurance regarding the rel iabi l i ty of

financial  repor0ng and the prepara0on of financial  s tatements  for external  repor0ng purposes. The Administrator and

I nvestment Manager both operate risk-control led frameworks  on a con0nual  ongoing bas is  within a  regulated

environment. The Administrator undertakes  an I SAE 3402: Assurance Report on Controls  at a  Service O rganisa0on audit

which is  provided to the Board when final ised. The Administrator a lso formal ly reports  to the Board quarterly through a

compl iance report. The I nvestment Manager formal ly reports  to the Board quarterly, including relevant updates  regarding

their pol icies  and procedures, and also engages  with the Board  on an ad-hoc bas is  as  required. No major weaknesses  or

fai l ings  within the Administrator or Investment Manager have been identi fied.

 

The systems of control  referred to above are des igned to ensure effec0veness  and efficient opera0on, internal  control  and

compl iance with laws and regula0ons. I n establ ishing the systems of internal  control , regard is  paid to the materia l i ty of

relevant risks , the l ikel ihood of costs  being incurred and costs  of control . I t fol lows, therefore, that the systems of internal

control  can only provide reasonable but not absolute assurance against the risk of materia l  misstatement or loss . This

process  has  been in place for the year under review and up to the date of approval  of this  Annual  Report and Financial

Statements . I t i s  reviewed by the Board and is  in accordance with the F RC's  internal  control  publ ica0on: Guidance on Risk

Management, Internal  Control  and Related Financial  and Bus iness  Reporting.

 

The Company has  delegated the provis ion of services  to external  service providers  whose work is  overseen by the

Management Engagement Commi;ee at i ts  regular scheduled mee0ngs. Each year a  detai led review of performance

pursuant to their terms of engagement is  undertaken by the Management Engagement Commi;ee. An on-s i te review of the

I nvestment Manager was  undertaken by the Directors  in January 2022 as  part of the internal  control  environment, however,

given the expected remaining l i fe of the Company, i t was  not deemed necessary to undergo a vis i t in 2023. The conclus ions

of these reviews have been highly sa0sfactory, providing assurance to the Board. I n addi0on, the Company maintains  a

website which contains  comprehensive informa0on, including regulatory announcements , share price informa0on,

financial  reports , investment objectives  and strategy, investor contacts  and information on the Board.

 

Investment Management Agreement

The Company has  entered into an agreement with the I nvestment Manager. This  sets  out the I nvestment Manager's  key

responsibi l i0es , this  includes  being responsible to the Board for a l l  i ssues  rela0ng to the maintenance and monitoring of

existing investments .

 

In accordance with Listing Rule 15.6.2(2) R and having formal ly appraised the performance and resources  of the Investment

Manager, in the opinion of the Directors  the con0nuing appointment of the I nvestment Manager on the terms agreed is  in

the interest of the shareholders  as  a  whole.

 

Whistleblowing

The Board has  cons idered the AI C  Code recommenda0ons in respect of arrangements  by which staff of the I nvestment

Manager or Administrator may, in confidence, ra ise concerns  within their respec0ve organisa0ons about poss ible

improprieties  in matters  of financial  reporting or other matters .

 

It has  concluded that adequate arrangements  are in place for the proportionate and independent investigation of such



matters  and, where necessary, for appropriate fol low-up action to be taken within their organisation.

 

Principal risks and uncertainties

During the year the Board has  overseen the Company's  risk management framework and risk culture. The Audit and Risk

Commi;ee undertook a robust assessment of the Company's  principal  risks  and associated risk appe0te, taking into

account changes  in the bus iness  and the external  environment. Determina0on of the risk appe0te al lows the Company to

assess  the nature and extent of principal  risks  that i t i s  exposed to and/or wi l l ing to take to achieve objectives .

 

The Board cons iders  the process  for iden0fying, evalua0ng and managing any s ignificant risks  faced by the Company on an

ongoing bas is  and these risks  are reported and discussed at Board mee0ngs. This  ensures  that effec0ve controls  are in

place to mi0gate these risks  and that a  sa0sfactory compl iance regime exists  to ensure al l  appl icable local  and

international  laws and regulations  are adhered to.

 

The Board can confirm that i t has  undertaken a robust assessment of the principal  risks  facing the Company. The risks  set

out below represent a  snapshot of the Company's  current principal  risk profile. These risks  have been ranked cons idering

the magnitude of poten0al  impact, probabi l i ty and taking into account the effec0veness  of exis0ng controls . This  i s  not an

exhaus0ve l i s t of a l l  ri sks  the Company faces. As  the macro environment changes  and country and industry ci rcumstances

evolve, new risks  may arise or existing risks  may recede or the rankings  of these risks  may change.

 

For each materia l  ri sk, the l ikel ihood and poten0al  impact are iden0fied. The Company's  financial  instrument risks  are

discussed in Note 11 to the Financial  Statements .

 

The Directors  have identi fied the fol lowing as  the key risks  faced by the Company:

 

Description Nature of Risk Potential Impact Mitigation
Inabi l i ty to secure sales
or refinancing of
underlying properties  to
faci l i tate timely capital
repayments

As  market and
economic conditions
are currently
volati le, the
Company's
borrowers  may find
it chal lenging to
secure sales  or
refinancing of
underlying
properties .

This  could result in
delayed repayment of
loans  and therefore
delayed repayment of
capital  to the
Company's  investors
which could, as  a
consequence, impact i ts
share price.

The Company has  the abi l i ty
to extend loans  where i ts
borrowers  are unable to sel l
or refinance properties  due
to a market dis location. The
Investment Manager
maintains  an active dia logue
with al l  remaining
borrowers  and keeps  the
Board and shareholders
informed of any issues
aris ing. Loans  are monitored
on at least a  quarterly bas is
to identi fy any deterioration
and look for s igns  of
underperformance or
distress .
 
Al l  loans  include covenants
which give the Company the
opportunity to intervene and
take protective action at an
early stage i f the value of the
underlying property or the
income profi le reduces
materia l ly. The Investment
Manager remains  an active
participant in the UK CRE
financing market and as
such is  continual ly
monitoring property and
finance market conditions,
meaning i t i s  wel l  placed to
anticipate any issues.
 
Delays  are being experienced
with the Affini ty loan
repayment and the
borrowers  for the RoyaleLi fe
loan and the Southport loans
are in administration.
Impairment provis ions  have
been raised against the
Southport and RoyaleLi fe
loans  which wi l l  l ikely result
in a  deferral  of repayment.
The Board recognises  that
such uncertainty may cause
concern amongst
shareholders  and ultimately



shareholders  and ultimately
share price weakness .

Non-payment of interest Economic condi0ons
or other chal lenges
may mean that some
businesses ,
including tenants  of
the Company's
borrowers , are
unwi l l ing or unable
to pay rents  when
due.
 

Should a  materia l
number of the tenants
in the properties
securing the Company's
investments  fa i l  to pay
rents , the Company
may, consequently,
experience a shortfal l
in receipts  of interest
over the coming
quarters .
 

The Board and the
Investment Manager work
pro-actively with borrowers
to monitor, mitigate and
manage any issues  and,
where appropriate, wi l l
capital ise interest and/or
reserve i ts  rights .  
 
Currently, the Southport
hotel  i s  in administration
and therefore the Company
is  not receiving interest. The
RoyaleLi fe loan is  behind on
interest payments  and the
borrower faces  l iquidity
issues, with certain of the
borrower group companies
placed into administration
after period end. Both of
these developments  are
being monitored closely by
the Investment Manager and
the Board. Given these
developments  and the
diminishing portfol io, the
Company wi l l  recognise
interest on the above two
loans  on a receipts  bas is
only, and has  amended i ts
working capital  forecasts
and dividend pol icy
accordingly, to ensure the
Company is  able to meet i ts
l iabi l i ties  as  they fa l l  due.
 
 
 

Fal l  in col lateral  values,
and accuracy of
valuations

Commercial  property
values  are typical ly
l inked to a  property's
abi l i ty to generate
cashflows. The
property industry
may not therefore be
able to value
accurately certain
UK  commercial  real
estate assets .
Economic and
market vola0l i ty
create materia l
uncertainty in terms
of property
valuations.
 
 

This  may impact the
Company's  abi l i ty to
accurately determine
col lateral  values, to test
financial  covenants  and
to appropriately
consider the permanent
impairment of any
particular investment.
 
 

The current volati le market
conditions  make the
accuracy of valuations
somewhat less  rel iable. Al l
the loans  are now due for
repayment or wi l l  be due
within 6 months  of the date
of this  report, with only 4
loans  outstanding. As  things
stand at the time of review,
the market for refinancing
loans  or the sale of
underlying properties  i s
uncertain and constrained.
 
 

Portfol io Divers i fication As loans  repay and
capital  i s  returned to
shareholders  over
time, the value of the
Company's  assets
has  reduced and is
concentrated in
fewer holdings.

As  the loan portfol io
reduces, the effect on
the Company of any
chal lenges  experienced
on the remaining
investments  (such as
non-payment of interest
or inabi l i ty to refinance
or sel l ) wi l l  be
magnified and could
lead to increased
volati l i ty in cashflows
or net asset values.
 
Furthermore, some of
the Company's  costs  are
fixed and wi l l  therefore
comprise a  greater
proportion of the
Company's  revenues
which may impact the
amount of funds
avai lable for
distribution to
shareholders .

As  part of the orderly
real isation, the Investment
Manager and the Board have
stepped up monitoring of the
individual  investments  and
the Investment Manager
provides  updates  to the
Board on at  least a
quarterly bas is .
 
The Board also continues  to
closely monitor the
Company's  costs , to ensure
best value is  obtained during
the real isation of the
portfol io.
 
However, with only 4 loans
outstanding, the portfol io's
concentration risk has
increased s igni ficantly and
wi l l  continue to increase as
loans  are repaid.
 

Liquidation process  and
timel iness  of final
capital  distribution

The Company's
l iquidation is
expected to fol low
repayment of the

Liquidation may be
delayed and the
Company may continue
to operate with high

The performance of a l l  loans
and timings  of repayment is
monitored closely.
 



repayment of the
final  loan and the
discharge of a l l
creditors  and cla ims,
timings  of which is
uncertain for the
reasons set out
above.

to operate with high
fixed costs  relative to
the remaining income
streams.

 
The Board and Investment
Manager wi l l  continue to
weigh the merits  of
accelerated exits  versus
orderly repayment to
maximise shareholder
returns  where poss ible.
 
Potentia l  cla ims and
l iabi l i ties  wi l l  be identi fied
and addressed in advance
wherever poss ible.

 

The Company's  principal  risk factors  are ful ly set out in the Company's  2018 P rospectus  avai lable on the Company's

website (www.lbow.co.uk) and should be reviewed by shareholders , together with the supplemental  prospectus  issued in

2019, a lbeit in the context that the Company has  now adopted a new Investment Pol icy and is  in managed wind down which

has  changed the nature of the principal  risk factors  to some extent, as  described above.

 

Emerging risks  are regularly cons idered to assess  any poten0al  impact on the Company and to determine whether any

ac0ons are required. Emerging risks  include those related to regulatory/legis la0ve change, the Ukrainian Cris is , and

macroeconomic and pol i tical  change.

 

I n summary, the above risks  are mi0gated and managed by the Board through con0nual  review, pol icy seSng and upda0ng

of the Company's  detai led risk matrix to ensure that procedures  are in place with the inten0on of minimis ing the impact of

the above-men0oned risks . The Board rel ies  on periodic reports  provided by the I nvestment Manager and Administrator

regarding risks  that the Company faces. W hen required, experts  wi l l  be employed to gather informa0on, including property

surveyors , tax managers , legal  managers  or environmental  managers  as  appropriate.

 

By order of the Board

 
Jack Perry Fiona Le Poidevin
Chairman Director
22 May 2023
 

22 May 2023
 

 
REP O RT O F THE AUDIT A N D R ISK CO MMITTEE

 

The Audit and Risk Commi;ee, chaired by Mrs  Le Poidevin, operates  within clearly defined terms of reference (which are

avai lable from the Company's  website) and includes  a l l  ma;ers  indicated by Disclosure and Transparency Rule 7.1, the AI C

Code and the UK Code. Its  other members  are Mr Beevor and Mr Meader.

 

O nly independent Directors  can serve on the Audit and Risk Commi;ee. Members  of the Audit and Risk Commi;ee must be

independent of the Company's  external  auditor and I nvestment Manager. The Audit and Risk Commi;ee wi l l  meet no less

than twice a  year, and at such other times as  the Audit and Risk Committee Chair shal l  require.

 

The Commi;ee members  have cons iderable financial  and bus iness  experience and the Board has  determined that the

membership as  a  whole has  sufficient recent and relevant sector and financial  experience to discharge i ts  responsibi l i0es.

The Board has  taken note of the requirement that at least one member of the Audit and Risk Commi;ee should have recent

and relevant financial  experience and is  sa0sfied that the Audit and Risk Commi;ee is  properly cons0tuted in that respect,

with a l l  members  being highly experienced and, in par0cular, with one member having a  background as  a  chartered

accountant.

 

The du0es of the Audit and Risk Commi;ee in discharging i ts  responsibi l i0es  include reviewing the Annual  Report and

Financial  Statements  and the I nterim Report, the system of internal  controls , and the terms of appointment of the

Company's  independent auditor together with their remuneration. It i s  a lso the formal  forum through which the auditor wi l l

report to the Board of Directors . The objec0vity of the auditor i s  reviewed by the Audit and Risk Commi;ee which wi l l  a lso

review the terms under which the external  auditor i s  appointed to perform non-audit services  and the fees  paid to them or

their affi l iated fi rms overseas.

 

Responsibilities

The main duties  of the Audit and Risk Committee are:

 

•       reviewing and monitoring the integri ty of the F inancial  Statements  of the Company and any formal

announcements  rela0ng to the Company's  financial  performance, reviewing s ignificant financial  repor0ng

judgements  contained in them;



judgements  contained in them;

 

•        repor0ng to the Board on the appropriateness  of the Company's  accoun0ng pol icies  and prac0ces  including

cri tical  judgement areas;

 

•        reviewing any draH impairment reviews of the Company's  investments  prepared by the I nvestment Manager, and

making a recommendation to the Board on any impairment in the value of the Company's  investments;

 

•        mee0ng regularly with the external  auditor to review their proposed audit plan and the subsequent audit report

and assess  the effec0veness  of the audit process  and the levels  of fees  paid in respect of both audit and non-

audit work;

 

•        making recommenda0ons to the Board in rela0on to the appointment, re-appointment or removal  of the external

auditor and approving their remuneration and the terms of their engagement;

 

•        monitoring and reviewing annual ly the auditor's  independence, objec0vity, exper0se, resources, qual ifica0on

and non-audit work;

 

•        cons idering annual ly whether there is  a  need for the Company to have i ts  own internal  audit function;

 

•        monitoring the internal  financial  control  and risk management systems on which the Company is  rel iant;

 

•        reviewing and cons idering the UK Code, the AIC Code and the FRC Guidance on Audit and Risk Committees; and

 

•       reviewing the risks  facing the Company and monitoring the risk matrix.

 

The Audit and Risk Committee is  required to report i ts  findings  formal ly to the Board, identi fying any matters  on which i t

cons iders  that action or improvement is  needed, and make recommendations  on the steps  to be taken.

 

The external  auditor i s  invi ted to a;end the Audit and Risk Commi;ee mee0ngs as  the Directors  deem appropriate and the

Audit and Risk Commi;ee has  the opportunity to meet the external  auditor without representa0ves  of the I nvestment

Manager or the Administrator being present at least once per year.

 

Financial Reporting

The primary role of the Audit and Risk Commi;ee in rela0on to the financial  repor0ng is  to review with the Administrator,

I nvestment Manager and the auditor the appropriateness  of the Annual  Report and Financial  Statements , concentra0ng on,

amongst other matters :

 

•        the qual i ty and acceptabi l i ty of accounting pol icies  and practices;

 

•        the clari ty of the disclosures  and compl iance with financial  repor0ng standards  and relevant financial  and

governance reporting requirements;

 

•        materia l  areas  in which s ignificant judgements  have been appl ied or where there has  been discuss ion with the

external  auditor including the going concern status  and viabi l i ty statement;

 

•        whether the Annual  Report and Financial  Statements , taken as  a  whole, i s  fa i r, balanced and understandable and

provides  the informa0on necessary for shareholders  to assess  the Company's  performance, bus iness  model  and

strategy; and

 

•        any correspondence from regulators  in relation to the Company's  financial  reporting.

 

To aid i ts  review, the Audit and Risk Commi;ee cons iders  reports  from the Administrator and I nvestment Manager and also

reports  from the auditor on the outcome of their annual  audit. The Audit and Risk Commi;ee supports  the external  auditor

and recognises  the necessary profess ional  scepticism their role requires .

 

Meetings

During the year ended 31 January 2023, the Audit and Risk Commi;ee met formal ly on four occas ions. The ma;ers

discussed at those meetings  included:

 



 

•        review of the terms of reference of the Audit and Risk Committee for approval  by the Board;

 

•        review of the accounting pol icies  and format of the Financial  Statements;

 

•        detai led review of the Annual  Report and Financial  Statements , I nterim Report and recommenda0on for approval

by the Board including the bas is  other than that of a  going concern and the viabi l i ty statement;

 

•        detai led review and updating of the Company's  risk matrix;

 

•        review and approval  of the audit plan and final  Audit and Risk Committee report of the auditor;

 

•        discuss ion and approval  of the fee for the external  audit;

 

•        assessment of the independence of the external  auditor;

 

•        assessment of the effectiveness  of the external  audit process  as  described below; and

 

•        review of the Company's  key risks  and internal  controls .

 
Primary Area of Judgement

The Audit and Risk Commi;ee determined that the key risk of misstatement of the Company's  F inancial  Statements  relates

to the valua0on and recoverabi l i ty of the loans, in the context of the judgements  necessary to evaluate any related

impairment of the loans  and associated credit loss .

 

The Company's  loans  are the key value driver for the Company's  NAV and interest income. Judgements  over the level  of any

impairment and recoverabi l i ty of loan principal  and interest could s igni ficantly affect the NAV.

 

The Board reviews the compl iance of a l l  loans  with terms and covenants  at each Board mee0ng. The Board also receives

updates  from the I nvestment Manager regarding the trading performance for each borrower, the borrower's  performance

under the loans  and on the general  UK  property market. As  a  result, the Board seeks  to determine the level , i f any, of

impairment to the loans.

 

The Audit and Risk Commi;ee notes  that cri0cal  judgements  have been made in rela0on to the assessment of the staging of

the loans  together with the estimation of the probabi l i ty of default and also the loss  given default.

 

The incorrect treatment of any arrangement, exi t and prepayment fees  and the impact of loan impairments  in the effec0ve

interest rate calcula0ons may s ignificantly affect the level  of income recorded in the year thus  affec0ng the level  of

distributable income.

 

The Audit and Risk Commi;ee focused their work on disclosures  required in the Annual  Report fol lowing requirements

under the AI C  Code, cons idera0on of emerging risks , environmental , socia l  and governance ma;ers  and on subsequent

event disclosures.

 

The Audit and Risk Commi;ee also focused on I F RS 9 and in par0cular the assessment of the credit risk changes,

probabi l i ty of default and loss  given default in rela0on to the loan por=ol io. The Audit and Risk Commi;ee has  reviewed

detai led impairment analys is  and current loan performance reports  prepared by the I nvestment Manager together with the

consideration of the current col lateral  values  underpinning the loan portfol io.

 

The Audit and Risk Commi;ee cons idered the poten0al  for impairment of the por=ol io in the longer term, in accordance

with I F RS 9, based on an agreed credit ra0ng methodology which is  benchmarked against the I nvestment Manager's

previous  experience in managing senior debt and whole loan portfol ios . 

 

The Audit and Risk Commi;ee also reviewed the income recogni0on and the treatment of arrangement and exit fees  which

were based on effec0ve interest rate calcula0ons prepared by the I nvestment Manager and the Administrator. The internal

credit ra0ng of each loan as  at 31 January 2023 was reviewed. W hi lst past due, and in default, the Northlands  loan was

considered to be Stage 1, with no risk of loss , given the advanced stage of real isa0on through sales . Two loans, Affinity and

RoyaleLi fe were iden0fied as  Stage 2 and as  such have an EC L over a  twelve-month period of £0.61 mi l l ion together with a

provis ion against accrued and unpaid interest of £1.03 mi l l ion. The Southport loan has  been iden0fied as  Stage 3 as  the

Company has  appointed an administrator in respect of this  loan and cons iders  i t prudent to recognise an impairment



provis ion of £2.3 mi l l ion on that investment. Al l  loans  were discussed at the Audit and Risk Commi;ee mee0ng to review

the Annual  Report, with the I nvestment Manager, the Administrator and Auditor. I n l ine with requirements  of I F RS as  set out

in the accoun0ng pol icies , interest accruing and unpaid on Stage 3 loans  is  not recognised as  income in the Statement of

Comprehensive I ncome, whi lst interest accrued and unpaid on the Stage 2 loan RoyaleLi fe has  been recognised as  income

and impaired as  an ECL provis ion.

 

The Audit and Risk Commi;ee has  reviewed the judgements  and es0ma0ons in determining the fa ir value of prepayment

op0ons embedded within the contracts  for loans  advanced. The key factors  cons idered in the valua0on of prepayment

op0ons include the exercise price, the interest rate of the host loan contract, differen0al  to current market interest rates ,

the risk-free rate of interest, contractual  terms of the prepayment op0on, and the expected term of the op0on. I n response

to these factors , i t has  been evaluated that the probabi l i ty of exercise by the borrower is  low and the 0ming of exercise is

indeterminable. As  a  result, the Audit and Risk Commi;ee has  concluded that i t i s  appropriate no value is  a;ributed to

embedded prepayment options.

 

Risk Management

The Company's  risk assessment process  and the way in which s ignificant bus iness  risks  are managed is  a  key area of focus

for the Audit and Risk Commi;ee. The work of the Audit and Risk Commi;ee is  driven primari ly by the Company's

assessment of i ts  principal  risks  and uncertain0es  as  set out in the Corporate Governance Report, and i t receives  reports

from the I nvestment Manager and Administrator on the Company's  risk evalua0on process  and reviews changes  to

s ignificant risks  iden0fied. Furthermore, the I nvestment Manager monitors  the risks  associated with the investments  and

the compl iance of the investment portfol io with the investment restrictions  of the Company.

 

Internal Audit

The Audit and Risk Commi;ee con0nues to review the need for an internal  audit func0on and has  decided that the systems

and procedures  employed by the Administrator and the I nvestment Manager, including their own internal  controls  and

procedures, provide sufficient assurance that an appropriate level  of risk management and internal  control , which

safeguards  shareholders ' investment and the Company's  assets , i s  maintained. Furthermore, the vis i t to the I nvestment

Manager's  London office in January 2022 gave the board assurance around the Investment Manager's  internal  controls  and

included a discuss ion with the I nvestment Manager's  head of internal  audit. An internal  audit func0on specific to the

Company is  therefore cons idered unnecessary.

 

External Audit

Deloi;e LLP  has  been the Company's  external  auditor s ince the Company's  incep0on. This  i s  the tenth audit period and

therefore the Company is  obl iged to cons ider tendering for a  new audit firm. As  the Company is  in a  managed real isa0on,

the Audit and Risk Committee has  determined that Deloitte LLP should remain as  auditor unti l  the Company has  wound up.

 

The external  auditor i s  required to rotate the audit partner every five years . The current Deloi;e LLP  lead audit partner, Mr

David Becker, s tarted his  tenure in 2020 (in respect of the year ended 31 January 2020) and his  current rota0on wi l l  end

with the audit of the 2024 Annual  Report and Financial  Statements . The Audit and Risk Commi;ee has  cons idered the re-

appointment of the auditor and decided not to put the provis ion of the external  audit out to tender, given the l imited l i fe of

the Company.

 

The objec0vity of the auditor i s  reviewed by the Audit and Risk Commi;ee which also reviews the terms under which the

external  auditor may be appointed to perform non-audit services . The Audit and Risk Commi;ee reviews the scope and

results  of the audit, i ts  cost effec0veness  and the independence and objec0vity of the auditor, with par0cular regard to any

non-audit work that the auditor may undertake. I n order to safeguard auditor independence and objec0vity, the Audit and

Risk Commi;ee ensures  that any other advisory and/or consul0ng services  provided by the external  auditor do not conflict

with i ts  statutory audit responsibi l i0es. Advisory and/or consul0ng services  wi l l  general ly only cover reviews of I nterim

Reports  and capital  ra is ing work. Any non-audit services  conducted by the auditor outs ide of these areas  wi l l  require the

consent of the Audit and Risk Committee before being ini tiated.

 

The external  auditor may not undertake any work for the Company in respect of the fol lowing ma;ers  - prepara0on of the

Financial  Statements , provis ion of investment advice, taking management decis ions  or advocacy work in adversaria l

s i tuations.

 

The Commi;ee reviews the scope and results  of the audit, i ts  cost effec0veness  and the independence and objec0vity of the

auditor, with particular regard to the level  of non-audit fees .

 

The Commi;ee regularly monitors  non-audit services  being provided by the external  auditor to ensure there is  no

impairment to their independence or objectivi ty.



impairment to their independence or objectivi ty.

 

Notwithstanding such services , the Audit and Risk Commi;ee cons iders  Deloi;e LLP  to be independent of the Company and

that the provis ion of such non-audit services  is  not a  threat to the objec0vity and independence of the conduct of the audit

as  appropriate safeguards  are in place.

 

To ful fi l  i ts  responsibi l i ty regarding the independence of the auditor, the Audit and Risk Committee wi l l  cons ider:

 
•       discuss ions  with or reports  from the auditor describing i ts  arrangements  to iden0fy, report and manage any

confl icts  of interest; and

 

•        the extent of non-audit services  provided by the auditor and arrangements  for ensuring the independence,

objec0vity, robustness  and percep0veness  of the auditor and their handl ing of key accoun0ng and audit

judgements .

 

To assess  the effectiveness  of the auditor, the Audit and Risk Committee wi l l  review:

 

•        the auditor's  ful fi lment of the agreed audit plan and variations  from i t;

 

•        discuss ions  or reports  highl ighting the major issues  that arose during the course of the audit;

 

•        feedback from other service providers  evaluating the performance of the audit team;

 

•        arrangements  for ensuring independence and objectivi ty;

 

•        the robustness  of the auditor in handl ing key accounting and audit judgements; and

 

•        a  summary of the FRC's  Audit Qual i ty Review report for Deloitte and discuss  the findings  with the audit partner to

determine i f any of the indicators  in that report had par0cular relevance to this  year's  audit of the Company.

Specifical ly, the Audit and Risk Commi;ee discuss  the extent of the auditor's  chal lenge of key es0mates  and

assump0ons in key areas  of judgement, including asset valua0ons and impairment tes0ng and the qual i ty of the

fi rm's  audit of revenue.  

 

The Audit and Risk Commi;ee is  sa0sfied with Deloi;e LLP 's  effec0veness  and independence as  auditor having cons idered

the degree of di l igence and profess ional  scep0cism demonstrated by them. Having carried out the review described above

and having sa0sfied i tsel f that the auditor remains  independent and effec0ve, the Audit and Risk Commi;ee has

recommended to the Board that Deloitte LLP be reappointed as  auditor for the year ending 31 January 2024.

 

The Board's  recommenda0on to shareholders  on the re-appointment of Deloi;e LLP  as  external  auditor wi l l  be put to

shareholders  at the Annual  General  Meeting.

 

The Chair of the Audit and Risk Commi;ee wi l l  be avai lable at the Annual  General  Mee0ng to answer any ques0ons about

the work of the Committee.

 

 

On behalf of the Audit and Risk Committee

 

Fiona Le Poidevin

Chair of the Audit and Risk Committee

22 May 2023

 

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ICG-LONGBOW
SENIOR SECURED UK PROPERTY DEBT INVESTMENTS LIMITED
 
Report on the audit of the financial  s tatements

1.     Opinion

In our opinion the financial  s tatements  of ICG-Longbow Senior Secured UK Property Debt Investments  Limited (the

'Company'):

·      give a  true and fa ir view of the state of the company's  affa irs  as  at 31 January 2023 and of i ts  profi t for the year then



ended;

·      have been properly prepared in accordance with United Kingdom adopted international  accounting standards; and

·      have been prepared in accordance with the requirements  of the Companies  (Guernsey) Law, 2008.

We have audited the financial  s tatements  which comprise:

·      the statement of comprehensive income;

·      the statement of financial  pos ition;

·      the statement of changes  in equity;

·      the statement of cash flows; and

·      the related notes  1 to 17.

The financial  reporting framework that has  been appl ied in their preparation is  appl icable law and United Kingdom

adopted international  accounting standards.

2.     Bas is  for opinion

We conducted our audit in accordance with International  Standards  on Auditing (UK) (ISAs  (UK)) and appl icable law. Our

responsibi l i ties  under those standards  are further described in the auditor's  responsibi l i ties  for the audit of the financial

statements  section of our report.

We are independent of the company in accordance with the ethical  requirements  that are relevant to our audit of the

financial  s tatements  in the UK, including the Financial  Reporting Counci l 's  (the 'FRC's ') Ethical  Standard as  appl ied to l i s ted

publ ic interest enti ties , and we have ful fi l led our other ethical  responsibi l i ties  in accordance with these requirements . We

confirm that we have not provided any non-audit services  prohibited by the FRC's  Ethical  Standard to the company.

We bel ieve that the audit evidence we have obtained is  sufficient and appropriate to provide a bas is  for our opinion.

3.     Emphasis  of matter - Financial  s tatements  prepared other than on a going concern bas is

We draw attention to Note 2b) of the financial  s tatements , which indicates  that the financial  s tatements  have been

prepared on a bas is  other than that of a  going concern. Our opinion is  not modified in respect of this  matter.

4.     Summary of our audit approach

Key audit matters The key audit matters  that we identi fied in the current year were:
·    The assessment of expected credit losses  (ECL) on loans  advanced; and

·    Income recognition.

Within this  report, key audit matters  are identi fied as  fol lows:

Newly identi fied

Increased level  of risk

Simi lar level  of risk

Decreased level  of risk

Materiality The materia l i ty that we used in the current year was  £1.6 mi l l ion which was determined on
the bas is  of approximately 2% of the forecast net asset value.

Scoping We preformed a ful l  scope audit to respond to the risks  of materia l  misstatement.

Significant changes in our
approach

As described in in note 2a), the Company has  taken responsibi l i ty for the remaining assets
and l iabi l i ties  of i ts  previous  sole subs idiary. Our approach has  been adapted to the
extent required to reflect the fact that the Company no longer prepares  consol idated
financial  s tatements .

5.     Key audit matters

Key audit matters  are those matters  that, in our profess ional  judgement, were of most s igni ficance in our audit of the

financial  s tatements  of the current period and include the most s igni ficant assessed risks  of materia l  misstatement

(whether or not due to fraud) that we identi fied. These matters  included those which had the greatest effect on: the overal l

audit strategy, the al location of resources  in the audit; and directing the efforts  of the engagement team.

These matters  were addressed in the context of our audit of the financial  s tatements  as  a  whole, and in forming our opinion

thereon, and we do not provide a separate opinion on these matters .

5.1.  The assessment of expected credit losses (ECL) on loans advanced 

Key audit matter
description

As at 31 January 2023, the aggregate value of loans  advanced at amortised cost amounted
to £69.0 mi l l ion (2022: £83.3 mi l l ion) representing 89% of total  assets  (2022: 94%).
As  described in the Report of the Audit and Risk Committee, the Company's  loans  are the
key value driver for the net asset value and income from loans. Judgements  over the level
of potentia l  impairment of loan values  us ing the expected credit losses  (ECL) model  under



of potentia l  impairment of loan values  us ing the expected credit losses  (ECL) model  under
IFRS 9, and the recoverabi l i ty thereof, has  been identi fied as  a  key audit matter.
As  the contractual  maturi ty of a l l  loans  is  within the next 12 months, a  key source of
estimation uncertainty within in the ECL model  i s  the determination of the loss  given
default ('LGD'), which is  made with reference to col lateral  asset values  and net proceeds
receivable from the sale or refinance of those assets . Management may seek to manipulate
the assumptions  adopted to influence key performance indicators . As  such, there is  an
incentive to overstate the value of loans  and we identi fied this  as  a  potentia l  area for
fraud.
 
The estimate also cons iders  the impact of loan-speci fic matters  included in the loan
monitoring reports  such as :

·      movement in loan to value and interest cover ratios  s ince date of ini tia l  recognition (i .e.
deterioration in assets  securi ty);

·      covenant breaches;
·      del inquency in contractual  payments  including unexpected modifications  to contractual

cash flows;
·      a borrower's  actual  performance in relation to i ts  bus iness  plan;
·      changes  to the contractual  documentation that could indicate financial  s tress  on the part

of the borrower; and
·      other s igns  of financial  s tress .

 
This  matter i s  explained further in the Report of the Audit and Risk Committee. Note 2(k)
and note 3 to the financial  s tatements  set out the associated accounting pol icy and
disclosure in respect of cri tical  judgements  and key sources  of estimation uncertainty,
note 5 set out the composition of the debt portfol io as  wel l  as  the stress  analys is  and note
11 sets  out detai ls  of the associated risk factors , including credit risk.

How the scope of our
audit responded to the
key audit matter

We have:
·      Obtained an understanding of relevant controls  relating to the loan loss  provis ioning

review process;

·      Chal lenged the estimated net proceeds receivable for the underlying col lateral  of
loans. For real ised disposals , this  was  performed with reference to actual  proceeds
received. For unreal ised disposals , we involved our internal  valuation special is ts  to
chal lenge assumptions  made by management in respect of the col lateral  valuation;

·      In l ight of the above procedure and with the involvement of our internal  credit
special is ts , chal lenged the estimation of LGD by performing scenario analys is ,
including the impact of discounting, and recalculating the headroom or defici t to
carrying value;

·      With the involvement of our internal  credit specia l is ts , chal lenged the judgments
(including evaluation of qual i tative and quanti tative cri teria) related to the
categorisation of loans  into the various  credit stages  required under IFRS 9. We
considered this  in the context of management's  defini tion of Signi ficant Increase in
Credit Risk and performed an assessment  of the Loan Monitoring Reports  to assess
evidence of changes  in credit risk;

·      Obtained evidence to assess  the reasonableness  of estimates  appl ied to determine the
Probabi l i ty of Default and Exposure at Default for each stage within which loans  are
class i fied and their compl iance with IFRS 9 requirements;

·      Tested the clerical  accuracy of the expected credit loss  provis ion based on the above
inputs ; and

·      Evaluated the appropriateness  of disclosures  made in the financial  s tatements  in l ight
of the requirements  of IFRS 9.

Key observations Having carried out the procedures, we concluded that the resulting ECL provis ion was
appropriately accounted for.

 

5.2.  Income recognition 

Key audit matter
description

Interest income from loans  advanced total led £7.1 mi l l ion for the year ended 31 January
2023 (2022: £9.3 mi l l ion), with other fee income from loans  of £0.1 mi l l ion (2022: £0.2
mi l l ion). Management appl ies  the effective interest rate ('EIR') method to amortise any
premium/discount over the loan asset l i fe with further assumptions  made as  to these loan
assets ' future cash flows.
There is  a  risk that revenue may be recognised in the incorrect period due to di fferences  in
the timing between cash receipts  of interest and investment principal  repayments , and the
appl ication of the EIR method. In addition the existence of prepayments  and exits  aris ing
from early repayments  in the period wi l l  have an impact on the recorded income and may
not be correctly recorded in accordance with the EIR requirements  set out in IFRS 9.
The timing of recognition of these one-off fees  including the cons ideration of any
contractual  restriction is  cons idered a potentia l  fraud risk given the involvement of
management judgement.
The key accounting pol icies  related to this  key audit matter can be found in note 2(e), 2(f)
and note 3 to the financial  s tatements . This  matter i s  a lso described in the Report of the
Audit and Risk Committee.

 

How the scope of our
audit responded to the
key audit matter

We have:
·      Obtained an understanding of and tested the relevant controls  relating to the

recognition of income from loans  advanced;



key audit matter recognition of income from loans  advanced;

·      Assessed management's  judgements  in respect of the inclus ion of the upfront fees  and
exit fees  in the EIR calculation;

·      Recalculated the interest income from loans  accrued under the EIR method, taking
into account any prepayments  on the investments  and the impact on interest income
recognised;

·      Evaluated the impact of any loan loss  provis ioning on the recognition and valuation
of interest income recorded in the period;

·      Evaluated the impact of any prepayments  or exi t fees  from early repayments  on the
interest income recorded in the period; and

·      Agreed cash receipts  in the year to and from the bank statements .

Key observations Having carried out the procedures, we determined that interest income and loan related
fees  are appropriately accounted for in the financial  s tatements .    

 

6.    Our application of materiality

6.1.  Materiality

We define materia l i ty as  the magnitude of misstatement in the financial  s tatements  that makes  i t probable that the

economic decis ions  of a  reasonably knowledgeable person would be changed or influenced. We use materia l i ty both in

planning the scope of our audit work and in evaluating the results  of our work.

 

Based on our profess ional  judgement, we determined materia l i ty for the financial  s tatements  as  a  whole as  fol lows:

Materiality £1.6 mi l l ion (2022: £1.8 mi l l ion)

Basis for
determining
materiality

2% (2022: 2%) of net asset value

Rationale for
the benchmark
applied

We bel ieve net asset value is  the most appropriate benchmark as  i t i s  cons idered one of
the principal  cons iderations  in assess ing financial  performance.  
Furthermore, as  the focus  of the Company is  on the real isation of i ts  loan investments
and expected to be the key driver of future distributions  to investors , we no longer
consider i t necessary to apply a  lower threshold to loan interest income and expenses.

 
6.2.  Performance materiality

We set performance materia l i ty at a  level  lower than materia l i ty to reduce the probabi l i ty that, in aggregate, uncorrected

and undetected misstatements  exceed the materia l i ty for the financial  s tatements  as  a  whole. Performance materia l i ty was

set at 70% of materia l i ty for the 2023 audit (2022: 70%). In determining performance materia l i ty, we cons idered the

fol lowing factors :

·      our risk assessment, including our assessment of the overal l  control  environment; and

·      our past experience of the audit, which has  indicated a low number of corrected and uncorrected misstatements
identi fied in prior periods.

 
6.3.  Error reporting threshold

We agreed with the Audit and Risk Committee that we would report to the Committee al l  audit di fferences  in excess  of

£80,000 (2022: £87,000), as  wel l  as  di fferences  below that threshold that, in our view, warranted reporting on qual i tative

grounds. We also report to the Audit and Risk Committee on disclosure matters  that we identi fied when assess ing the

overal l  presentation of the financial  s tatements .

7.    An overview of the scope of our audit

7.1.  Scoping

Our audit was  scoped by obtaining an understanding of the company and i ts  environment, including internal  control , and

assess ing the risks  of materia l  misstatement of the company. We performed a ful l  scope audit.
7.2.  Our consideration of the control environment

The Company is  administered by a  third party Guernsey regulated service provider. As  part of our audit, we obtained an

understanding of relevant controls  establ ished at the service provider.

8.    Other information

The other information comprises  the information included in the annual  report, other than the financial  s tatements  and

our auditor's  report thereon. The directors  are responsible for the other information contained within the annual  report.

Our opinion on the financial  s tatements  does  not cover the other information and we do not express  any form of assurance

conclus ion thereon.



Our responsibi l i ty i s  to read the other information and, in doing so, cons ider whether the other information is  materia l ly

inconsistent with the financial  s tatements  or our knowledge obtained in the course of the audit, or otherwise appears  to be

materia l ly misstated.

If we identi fy such materia l  incons istencies  or apparent materia l  misstatements , we are required to determine whether this

gives  rise to a  materia l  misstatement in the financial  s tatements  themselves. If, based on the work we have performed, we

conclude that there is  a  materia l  misstatement of this  other information, we are required to report that fact.

We have nothing to report in this  regard.

9.    Responsibilities of directors

As explained more ful ly in the directors ' responsibi l i ties  statement, the directors  are responsible for the preparation of the

financial  s tatements  and for being satis fied that they give a  true and fa ir view, and for such internal  control  as  the

directors  determine is  necessary to enable the preparation of financial  s tatements  that are free from materia l

misstatement, whether due to fraud or error.

In preparing the financial  s tatements , the directors  are responsible for assess ing the company's  abi l i ty to continue as  a

going concern, disclos ing as  appl icable, matters  related to going concern and us ing the going concern bas is  of accounting

unless  the directors  ei ther intend to l iquidate the company or to cease operations, or have no real is tic a l ternative but to do

so.

10.  Auditor's responsibilities for the audit of the financial statements

Our objectives  are to obtain reasonable assurance about whether the financial  s tatements  as  a  whole are free from

materia l  misstatement, whether due to fraud or error, and to issue an auditor's  report that includes  our opinion.

Reasonable assurance is  a  high level  of assurance, but is  not a  guarantee that an audit conducted in accordance with ISAs

(UK) wi l l  a lways  detect a  materia l  misstatement when i t exists . Misstatements  can arise from fraud or error and are

considered materia l  i f, individual ly or in the aggregate, they could reasonably be expected to influence the economic

decis ions  of users  taken on the bas is  of these financial  s tatements .

 

A further description of our responsibi l i ties  for the audit of the financial  s tatements  is  located on the FRC's  website at:

www.frc.org.uk/auditorsresponsibi l i ties . This  description forms part of our auditor's  report.

11.  Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregulari ties , including fraud, are instances  of non-compl iance with laws and regulations. We des ign procedures  in l ine

with our responsibi l i ties , outl ined above, to detect materia l  misstatements  in respect of i rregulari ties , including fraud. The

extent to which our procedures  are capable of detecting i rregulari ties , including fraud is  detai led below.
11.1. Identifying and assessing potential risks related to irregularities

In identi fying and assess ing risks  of materia l  misstatement in respect of i rregulari ties , including fraud and non-

compl iance with laws and regulations, we cons idered the fol lowing:

·      the nature of the industry and sector, control  environment and bus iness  performance including the des ign of the company's
remuneration pol icies , key drivers  for directors ' remuneration, bonus levels  and performance targets ;

·      the company's  own assessment of the risks  that i rregulari ties  may occur ei ther as  a  result of fraud or error that was
approved by the board on 1 December 2022;

·      results  of our enquiries  of management and the Audit and Risk Committee about their own identi fication and assessment of
the risks  of i rregulari ties ,

·      any matters  we identi fied having obtained and reviewed the company's  documentation of their pol icies  and procedures
relating to:

o  identi fying, evaluating and complying with laws and regulations  and whether they were aware of any instances
of non-compl iance;

o  detecting and responding to the risks  of fraud and whether they have knowledge of any actual , suspected or
al leged fraud;

o  the internal  controls  establ ished to mitigate risks  of fraud or non-compl iance with laws and regulations;

·      the matters  discussed among the audit engagement team and relevant internal  specia l is ts , including credit specia l is ts ,
regarding how and where fraud might occur in the financial  s tatements  and any potentia l  indicators  of fraud.

As  a  result of these procedures, we cons idered the opportunities  and incentives  that may exist within the organisation for

fraud and identi fied the greatest potentia l  for fraud in the fol lowing areas:

·      The assessment of expected credit losses  (ECL) on loans  advanced; and

·      Income recognition.

In common with a l l  audits  under ISAs  (UK), we are a lso required to perform speci fic procedures  to respond to the risk of

management override.

http://www.frc.org.uk/auditorsresponsibilities


management override.

We also obtained an understanding of the legal  and regulatory frameworks  that the Company operates  in, focus ing on

provis ions  of those laws and regulations  that had a direct effect on the determination of materia l  amounts  and disclosures

in the financial  s tatements . The key laws and regulations  we cons idered in this  context included the Companies  (Guernsey)

Law, 2008, the Listing Rules  and relevant tax legis lation.

In addition, we considered provis ions  of other laws and regulations  that do not have a direct effect on the financial

statements  but compl iance with which may be fundamental  to the Group's  abi l i ty to operate or to avoid a  materia l  penalty.

These included the Company's  regulatory l icences  and The Protection of Investors  (Bai l iwick of Guernsey) Law, 2020.

 
11.2. Audit response to risks identified

As a result of performing the above, we identi fied the assessment of ECL on loans  advanced and income recognition as  key

audit matters  related to the potentia l  ri sk of fraud. The key audit matters  section of our report explains  the matters  in more

detai l  and also describes  the speci fic procedures  we performed in response to those key audit matters .

In addition to the above, our procedures  to respond to risks  identi fied included the fol lowing:
·      reviewing the financial  s tatement disclosures  and testing to supporting documentation to assess  compl iance with

provis ions  of relevant laws and regulations  described as  having a  direct effect on the financial  s tatements;

·      enquiring of management and the Audit and Risk Committee concerning actual  and potentia l  l i tigation and cla ims;

·      performing analytical  procedures  to identi fy any unusual  or unexpected relationships  that may indicate risks  of materia l
misstatement due to fraud;

·      reading minutes  of meetings  of those charged with governance and reviewing correspondence with Guernsey Financial
Services  Commiss ion; and

·      in address ing the risk of fraud through management override of controls , testing the appropriateness  of journal  entries  and
other adjustments; assess ing whether the judgements  made in making accounting estimates  are indicative of a  potentia l
bias ; and evaluating the bus iness  rationale of any s igni ficant transactions  that are unusual  or outs ide the normal  course
of bus iness .

We also communicated relevant identi fied laws and regulations  and potentia l  fraud risks  to a l l  engagement team members

including internal  specia l is ts , and remained alert to any indications  of fraud or non-compl iance with laws and regulations

throughout the audit.

Report on other legal  and regulatory requirements

12.  Corporate Governance Statement

The Listing Rules  require us  to review the directors ' s tatement in relation to going concern, longer-term viabi l i ty and that

part of the Corporate Governance Statement relating to the company's  compl iance with the provis ions  of the UK Corporate

Governance Code speci fied for our review.

Based on the work undertaken as  part of our audit, we have concluded that each of the fol lowing elements  of the Corporate

Governance Statement is  materia l ly cons istent with the financial  s tatements  and our knowledge obtained during the audit:

·      the directors ' s tatement with regards  to the appropriateness  of adopting the going concern bas is  of accounting and
any materia l  uncertainties  identi fied;

·      the directors ' explanation as  to i ts  assessment of the company's  prospects , the period this  assessment covers  and why
the period is  appropriate;

·      the directors ' s tatement on fa ir, balanced and understandable;

·      the board's  confi rmation that i t has  carried out a  robust assessment of the emerging and principal  risks ;

·      the section of the annual  report that describes  the review of effectiveness  of risk management and internal  control
systems; and

·      the section describing the work of the Audit and Risk Committee.

13.  Matters on which we are required to report by exception

13.1. Adequacy of explanations received and accounting records

Under the Companies  (Guernsey) Law, 2008 we are required to report to you i f, in our opinion:

·      we have not received al l  the information and explanations  we require for our audit; or

·      proper accounting records  have not been kept by the parent company; or

·      the financial  s tatements  are not in agreement with the accounting records.

We have nothing to report in respect of these matters .

14.  Other matters which we are required to address

14.1. Auditor tenure

Fol lowing the recommendation of the Audit and Risk Committee, we were re-appointed by board on 9 May 2023 to audit the

financial  s tatements  for the year ending 31 January 2023. The period of total  uninterrupted engagement including previous

renewals  and reappointments  of the fi rm is  10 years , covering the years  ending 31 January 2014 to 31 January 2023.

 



14.2. Consistency of the audit report with the additional report to the Audit and Risk Committee

Our audit opinion is  cons istent with the additional  report to the Audit and Risk Committee we are required to provide in

accordance with ISAs  (UK).

15.  Use of our report

This  report i s  made solely to the Company's  members , as  a  body, in accordance with Section 262 of the Companies

(Guernsey) Law, 2008. Our audit work has  been undertaken so that we might state to the Company's  members  those

matters  we are required to state to them in an auditor's  report and for no other purpose. To the ful lest extent permitted

by law, we do not accept or assume responsibi l i ty to anyone other than the Company and the Company's  members  as  a

body, for our audit work, for this  report, or for the opinions  we have formed.

 

David Becker

For and on behalf of Deloitte LLP

Recognised Auditor

St Peter Port, Guernsey

22 May 2023

 

STATEMEN T O F CO MP REHEN SIV E IN CO ME

For the year ended 31 January 2023
 
 

1 February 2022 to 1 February 2021 to
Notes 31 January 2023 31 January 2022

£ £
Income    
Income from loans 2 e) 7,136,574                         9,310,030
Other fee income from loans 2 f) 133,051                            207,739
Income from cash and cash equivalents  2,864                                        -  
Total income  7,272,489                         9,517,769
  
Expenses  
Investment Management fees 13 761,047                         1,165,922
Directors ' remuneration 12 160,000                            171,375
Audit fees  for the Company 14 42,353                              46,454
Finance cost 16 -                              63,351
Reorganisation Costs  -                            129,941
ECL provis ion on financial  assets 5 3,940,181 -
Other expenses 15 409,085                            594,049
Total expenses  5,312,666                         2,171,092
Profit for the year before tax  1,959,823 7,346,677
Taxation charge 4 -                              10,912
Profit for the year after tax  1,959,823 7,335,765
Total comprehensive income for the year  1,959,823 7,335,765
Basic and diluted Earnings per Share
(pence) 9 1.62 6.05
 

Al l  i tems within the above statement have been derived from discontinuing activi ties  on the bas is  of the orderly real isation

of the Company's  assets .

 

The Company had no recognised gains  or losses  for ei ther period other than those included in the results  above.

 

The accompanying notes  from 1 to 17 form an integral  part of these Financial  Statements .

 
STATEMEN T O F F IN A N C IA L  PO SITIO N

As at 31 January 2023
 
 

Notes 31 January 2023 31 January 2022
£ £

Assets   
   
Current Assets   
Loans  advanced at amortised cost 5 68,963,675 83,257,529
Trade and other receivables 6 43,435 502,485
Cash and cash equivalents 7 9,209,494 4,801,224
Total current assets  78,216,604 88,561,238

 
Total assets  78,216,604 88,561,238



Total assets  78,216,604 88,561,238
 

Liabilities  
  
Current Liabilities  
Trade and other payables 8 861,653 793,223
Total current liabilities  861,653 793,223

 
Total liabilities  861,653 793,223
    
Net assets  77,354,951 87,768,015

 
Equity  
Share capital 10 80,298,419 87,576,589
Retained (loss) / earnings  (2,943,468) 191,426

Total equity attributable to the owners of the Company
 77,354,951 87,768,015

Number of Ordinary Shares in issue at year end
10 121,302,779 121,302,779

Net Asset Value per Ordinary Share (pence)
9 63.77

                       
72.35

 

The Financial  Statements  were approved by the Board of Directors  on 22 May 2023 and s igned on their behal f by:

 
Jack Perry Fiona Le Poidevin
Chairman Director
22 May 2023
 

22 May 2023
 

 

The accompanying notes  from 1 to 17 form an integral  part of these Financial  Statements .

 
STATEMEN T O F CHA N GES IN  EQ UITY

For the year ended 31 January 2023
 

 Number Ordinary Share B Share Retained  

Notes of shares capital capital
 (loss) /

earnings Total
  £ £ £ £

As at 1 February 2022    121,302,779
         

87,576,589                          -  
          

191,426           87,768,015
 

Total  comprehensive
income                       -  

                           
-    - 1,959,823 1,959,823

Dividends paid 10                       -  
                           

-    - (5,094,717) (5,094,717)
B Shares  issued May
2022 10   121,302,779

         
(7,278,170)           7,278,170 - -

B Shares  redeemed &
cancel led May 2022 10 (121,302,779)  - (7,278,170)          -            (7,278,170)
As at 31 January 2023    121,302,779 80,298,419 - (2,943,468) 77,354,951

 
For the year ended 31 January 2022

 
Number Ordinary Share B Share Retained

Notes of shares capital capital earnings Total
£ £ £ £

As at 1 February 2021   121,302,779
       

119,115,310            133,829         119,249,139

Total  comprehensive
income                       -  

                           
-    -         7,335,765              7,335,765

Dividends paid 10                       -  
                           

-    -     (7,278,168)        (7,278,168)

B Shares  issued Sept 2021 10   121,302,779
         

(6,671,651)
         

6,671,651 -                            -  
B Shares  redeemed &
cancel led Sept 2021
 10 (121,302,779)  -

        
(6,671,651)  -            (6,671,651)

B Shares  issued Dec 2021 10   121,302,779
          

(7,884,681)
         

7,884,681  -                             -  
B Shares  redeemed &
cancel led Dec 2021 10 (121,302,779)  -

        
(7,884,681)  -        (7,884,681)

B Shares  issued Jan 2022 10   121,302,779
      

(16,982,389 )
       

16,982,389  -                            -  
B Shares  redeemed &
cancel led Jan 2022 10  (121,302,779)  -

      
(16,982,389)  -        (16,982,389)

As  at 31 January 2022   121,302,779
         

87,576,589
                        

-             191,426           87,768,015



 

The accompanying notes  from 1 to 17 form an integral  part of these Financial  Statements .

 
STATEMEN T O F CA SH FLOWS

For the year ended 31 January 2023
 

 1 February 2022 to 1 February 2021 to
Notes 31 January 2023 31 January 2022

£ £
Cash flows generated from operating activities
Profi t for the year 1,959,823 7,335,765
Adjustments  for non-cash i tems and working capital
movements:
Movement in other receivables 459,050 731,350
Movement in other payables  and accrued expenses 68,430 (675,545)
Movement in tax payable - (1,679)
Loan amortisation  1,193,484 (1,321,983)

3,680,787 6,067,908

Loans advanced less  arrangement fees  (487,610) (1,643,473)
Arrangement fees  received  64,740 -
Loans  repaid at par  13,523,240 30,420,038
Net loans  repaid less  arrangement fees  13,100,370 28,776,565
Net cash generated from operating activities 16,781,157 34,844,473

Cash flows used in financing activities
Dividends paid 10 (5,094,717) (7,278,168)
Return of Capital  paid 10 (7,278,170) (31,538,721)
Net cash (used in) financing activities  (12,372,887) (38,816,889)
Net increase / (decrease) in cash and cash
equivalents 4,408,270 (3,972,416)
Cash and cash equivalents  at the start of the year 4,801,224 8,773,640
Cash and cash equivalents at the end of the year 9,209,494 4,801,224
 

The accompanying notes  from 1 to 17 form an integral  part of these Financial  Statements .

 

1.   General information

I CG-Longbow Senior Secured UK  P roperty Debt I nvestments  Limited is  a  non-cel lular company l imited by shares  and was

incorporated in Guernsey under the Companies  Law on 29 November 2012 with registered number 55917 as  a  closed-ended

investment company. The registered office address  is  F loor 2, P O  Box 286, Trafalgar Court, Les  Banques, St Peter Port,

Guernsey, GY1 4LY.

 

The Company's  shares  were admi;ed to the P remium Segment of the O fficial  List and to trading on the Main Market of the

London Stock Exchange on 5 February 2013.

 

I n l ine with the revised I nvestment O bjec0ve and Pol icy approved by shareholders  in the Extraordinary General  Mee0ng in

January 2021, the Company is  now undertaking an orderly real isa0on of i ts  investments . As  sufficient funds  become

avai lable the Board intends to return capital  to shareholders , taking account of the Company's  working capital

requirements  and funding commitments .

 

I CG Alterna0ve I nvestment Limited is  the external  discre0onary investment manager. The Board resolved to s impl i fy i ts

corporate structure by col laps ing the Luxembourg subs idiary company which has  historical ly acted as  the lender for the

Company's  investments . The subs idiary was  dissolved on 18 January 2022.  Under Luxembourg Law, and as  sole

shareholder, the Company has  taken responsibi l i ty for the remaining assets  and l iabi l i0es  of i ts  subs idiary fol lowing i ts

dissolution.

 

2.  Accounting policies

a)    Basis of preparation

The Financial  Statements  for the year ended 31 January 2023 have been prepared in accordance with UK  adopted I F RS and

the Companies  (Guernsey) Law, 2008.

 

P rior to i ts  dissolu0on on 18 January 2022, the Subs idiary (I CG Longbow Senior Debt S.A.), was  consol idated into the

Company's  accounts  and the Company's  financial  s tatements  were prepared on a consol idated bas is , as  the Group existed

for the majori ty of the financial  year ended 31 January 2022. The financial  s tatements  for the year ended 31 January 2023

have been prepared for the Company only, with compara0ve informa0on compris ing the results  of the Group. S ince the

Company has  taken responsibi l i ty for the remaining assets  and l iabi l i0es  of i ts  subs idiary fol lowing i ts  dissolu0on, the



Directors  cons ider these comparatives  to be appropriate.

 

O ther than as  set out above, the same accoun0ng pol icies  and methods of computa0on have been fol lowed in the

prepara0on of these F inancial  Statements  as  in the Annual  Report and Financial  Statements  for the year ended 31 January

2022.

 

At the date of approval  of these F inancial  Statements , the Company has  reviewed the fol lowing new and revised I F RS

standards  and interpretations  that have been issued and are now effective:

 

The adoption of these standards  and interpretations  has  had no impact on the Financial  Statements  of the Company.

  Effective for periods
commencing

IFRS 3 Business  Combinations  (Amendments  regarding updating references  to the
Conceptual  Framework for Financial  Reporting)

01 January 2022

IFRS 9 Financial  I nstruments  (Amendments  regarding fees  to be included in the
10% test for derecognition of financial  l iabi l i ties)

01 January 2022

IAS 16

P roperty, P lant and Equipment (Amendments  prohibi0ng a company from
deduc0ng from the cost of property, plant and equipment amounts  received
from sel l ing i tems produced whi le the company is  preparing the asset for
i ts  intended use)

01 January 2022

IAS 37
P rovis ions, Con0ngent Liabi l i0es  and Con0ngent Assets  (Amendments
regarding the costs  to include when assess ing whether a  contract i s
onerous)

01 January 2022

 

The fol lowing new and revised IFRS standards  and interpretations  that have been issued and are not yet effective. The

Company intends to adopt these new and amended standards  and interpretations, i f appl icable, when they become

effective.

  
Effective for

periods
commencing

IFRS
17

I nsurance Contracts  (Amendments  to address  concerns  and
implementa0on  chal lenges  that were iden0fied aHer I F RS 17 was
publ ished (includes  a  deferral  of the effec0ve date to annual
periods  beginning on or after 1 January 2023))

01 January 2023  

IAS 1 P resenta0on of F inancial  Statements  (Amendments  regarding the
class i fication of l iabi l i ties)

01 January 2024  

IAS 1 P resenta0on of F inancial  Statements  (Amendments  regarding the
class i fication of debt with covenants)

01 January 2024  

IAS 8 Accoun0ng Pol icies , Changes  in Accoun0ng  Es0mates  and Errors
(Amendments  regarding the defini tion of accounting estimates)

01 January 2023  

IAS 12 I ncome Taxes  (Amendments  regarding deferred tax on leases  and
decommiss ioning obl igations

01 January 2023  

 

b)    Going concern

The Directors , at the 0me of approving the F inancial  Statements , are required to sa0sfy themselves  that they have a

reasonable expecta0on that the Company has  adequate resources  to con0nue in opera0onal  existence for the foreseeable

future and whether there is  any threat to the going concern status  of the Company. At the EGM of the Company on 14

January 2021, fol lowing a recommenda0on from the Board publ ished in a  ci rcular on 16 December 2020, shareholders

voted by the requis i te majori ty in favour of a  change to the Company's  O bjec0ves  and I nvestment Pol icy which would lead

to an orderly real isation of the Company's  assets  and a return of capital  to shareholders .

 

I t i s  intended that the investments  wi l l  be real ised as  and when the loans  fa l l  due and the Directors  expect that the

investments  wi l l  be held to maturi ty with the last loan currently due for repayment by the end of 2023. The Company may

take ac0ons with the consequence of accelera0ng or delaying repayment in order to op0mise shareholder's  returns  in the

context of the Company's  s ize.  W hi lst the Directors  are sa0sfied that the Company has  adequate resources  to con0nue in

opera0on throughout the real isa0on period and to meet a l l  l iabi l i0es  as  they fa l l  due, given the Company is  now in a

managed wind down, the Directors  cons ider i t appropriate to adopt a  bas is  other that of going concern in preparing the

financial  s tatements . I n the absence of a  ready secondary market in real  estate loans  by which to assess  market value, the

bas is  of valua0on for investments  is  amor0sed cost net of impairment, recognis ing the real isable value of each investment

in the orderly wind down of the Company. I n accordance with the Company's  I F RS 9 Pol icy there has  been a change in the

carrying value of some investments  fol lowing the need for a  l i fe0me EC L al lowance on two Stage two loans  and a l i fe0me

EC L on one Stage three loan, as  detai led in note 5. No materia l  adjustments  have arisen solely as  a  result of ceas ing to

apply the going concern bas is .

 

c)    Functional and presentation currency

The Financial  Statements  are presented in Pounds Sterl ing, which is  the func0onal  currency as  wel l  as  the presenta0on

currency as  a l l  the Company's  investments  and most transactions  are denominated in Pounds Sterl ing.

 

d)    Foreign currencies



d)    Foreign currencies

Transac0ons in foreign currencies  are trans lated at the foreign exchange rate rul ing at the date of the transac0on.

Monetary assets  and l iabi l i0es  denominated in foreign currencies  at the repor0ng date are trans lated at the foreign

exchange rate rul ing at that date. Foreign exchange differences  aris ing on trans la0on are recognised in the Statement of

Comprehensive Income.

 

e)    Interest income

I n accordance with I F RS 9 interest income is  recognised when i t i s  probable that the economic benefits  wi l l  flow to the

Company and the amount of revenue can be measured rel iably. I nterest income is  accrued on a 0me bas is , by reference to

the principal  outstanding and at the effec0ve interest rate appl icable, which is  the rate that exactly discounts  es0mated

future cash receipts  through the expected l i fe of the financial  asset to that asset's  net carrying amount on ini0al

recogni0on. Arrangement and exit fees  which are cons idered to be an integral  part of the contract are included in the

effective interest rate calculation.

 

For financial  assets  in stage 3, interest i s  recognised on a net bas is  aHer a l lowance for EC L. For financial  assets  in Stage 2,

where the Company cons iders  that the quantum or 0mel iness  of the economic benefit cannot be measured rel iably, in

accordance with IFRS, interest wi l l  be recognised on a gross  bas is  and an ECL provis ion wi l l  be raised.

 

Interest on cash and cash equivalents  i s  recognised on an accruals  bas is .

 

f)    Other fee income

O ther fee income includes  prepayment and other fees  due under the contractual  terms of the debt instruments . Such fees

and related cash receipts  are not cons idered to form an integral  part of the effec0ve interest rate and are accounted for on

an accruals  bas is .  

 

g)    Operating expenses

O pera0ng expenses  are the Company's  costs  incurred in connec0on with the ongoing management of the Company's

investments  and administrative costs . Operating expenses  are accounted for on an accruals  bas is .

 

h)    Taxation

The Company is  exempt from Guernsey taxa0on under the I ncome Tax (Exempt Bodies) (Guernsey) O rdinance 1989 for

which i t pays  an annual  fee of £1,200 which is  included within other expenses. The Company is  required to apply annual ly

to obtain exempt status  for the purposes  of Guernsey Taxation.

 

i)    Dividends

Dividends payable are recognised as  distribu0ons in the financial  s tatements  when the Company's  obl iga0on to make

payment has  been establ ished. Dividends paid during the year are disclosed in the Statement of Changes  in Equity.

Dividends declared post year end are disclosed in Note 17.

 

j)    Segmental reporting

O pera0ng segments  are reported in a  manner cons istent with the internal  repor0ng provided to the chief opera0ng

decis ion-maker. The chief opera0ng decis ion-maker, who is  responsible for a l loca0ng resources  and assess ing

performance of the opera0ng segments , has  been iden0fied as  the Board of Directors , as  a  whole. The key measure of

performance used by the Board to assess  the Company's  performance and to a l locate resources  is  the total  return on the

Company's  Net Asset Value, as  calculated under I F RS, and therefore no reconci l ia0on is  required between the measure of

profi t or loss  used by the Board and that contained in the Financial  Statements .

 

For management purposes, the Company is  organised into one main opera0ng segment, being the provis ion of a  divers ified

portfol io of UK commercial  property backed senior debt investments .

 

The majori ty of the Company's  income is  derived from loans  secured on commercial  and res iden0al  property in the United

Kingdom.

 

Due to the Company's  nature, i t has  no employees.

 

k)    Financial instruments

 

Financial  assets  and financial  l iabi l i ties  are recognised in the Company's  Statement of Financial  Pos ition when the

Company becomes a party to the contractual  provis ions  of the instrument. Financial  assets  and financial  l iabi l i ties  are

only offset and the net amount reported in the Statement of Financial  Pos ition and Statement of Comprehensive Income



only offset and the net amount reported in the Statement of Financial  Pos ition and Statement of Comprehensive Income

when there is  a  currently enforceable legal  right to offset the recognised amounts  and the Company intends to settle on a

net bas is  or real ise the asset and l iabi l i ty s imultaneously.

 

Financial Assets

Al l  financial  assets  are recognised and de-recognised on a trade date where the purchase or sale of a  financial  asset i s

under a  contract whose terms require del ivery of the financial  asset within the 0meframe establ ished by the market

concerned, and are ini0al ly measured at fa i r value, plus  transac0on costs , except for those financial  assets  class ified as

at fa i r value through profi t or loss , which are ini tia l ly measured at fa i r value.

 

Financial  assets  are class i fied into the fol lowing speci fied categories : financial  assets  at fa i r value through profi t or loss ,

financial  assets  at fa i r value through Other Comprehensive Income or financial  assets  at amortised cost.

 

The class ifica0on depends on the nature and purpose of the financial  assets  and is  determined at the 0me of ini0al

recognition.

 

The Company's  financial  assets  currently comprise loans, trade and other receivables  and cash and cash equivalents .

 

i)          Loans and receivables

These assets  are non-deriva0ve financial  assets  with fixed or determinable payments  that are not quoted in an

active market. They comprise loans  and trade and other receivables .

 

They are ini0al ly recognised at fa i r value plus  transac0on costs  that are directly a;ributable to the acquis i0on, and

subsequently carried at amor0sed cost us ing the effec0ve interest rate method, less  a l lowance for Expected Credit

Loss  (ECL). The effect of discounting on trade and other receivables  is  not cons idered to be materia l .

 

ii)         Cash and cash equivalents

Cash and cash equivalents  comprise cash on hand and demand deposits  and other short-term highly l iquid

investments  with an original  maturi ty of three months  or less  that are readi ly convertible to a  known amount of cash

and are subject to an ins igni ficant risk of changes  in value.

 

iii)        Effective interest rate method

The effec0ve interest rate method is  a  method of calcula0ng the amor0sed cost of a  debt instrument and of

al loca0ng interest income over the relevant period. The effec0ve interest rate is  the rate that exactly discounts

es0mated future cash receipts  (including al l  fees  paid or received that form an integral  part of the effec0ve interest

rate, transac0on costs  and other premiums or discounts) through the expected l i fe of the debt instrument, or, where

appropriate, a  shorter period, to the net carrying amount on ini tia l  recognition.

 

iv)        Impairment of financial assets

The Company recognises  a  loss  a l lowance for EC L on trade receivables  and loan receivables . The amount of EC L is

updated at each repor0ng date to reflect changes  in credit risk s ince ini0al  recogni0on of the respec0ve financial

instrument. The Company always  recognises  12-month EC L for trade receivables  and loan receivables  that fa l l  under

stage 1 assets . For stage 2 assets , the Company recognises  l i fe0me EC L when there has  been a s ignificant increase in

credit risk s ince ini0al  recogni0on. The EC L on these financial  assets  are es0mated us ing a  provis ion matrix based

on the I nvestment Manager's  historical  credit loss  experience, adjusted for factors  that are specific to the debtors ,

general  economic condi0ons and an assessment of both the current as  wel l  as  the forecast direc0on of condi0ons

at the repor0ng date, including 0me value of money where appropriate. The Company has  adopted a s impl ified

model  for trade receivables  where l i fetime ECL is  estimated and does  not materia l ly di ffer from the twelve-month ECL.

 

v)         Significant increase in credit risk

I n assess ing whether the credit risk on a financial  instrument has  increased s ignificantly s ince ini0al  recogni0on,

the Company compares  the risk of a  default occurring on the financial  instrument at the repor0ng date with the risk

of a  default occurring on the financial  instrument at the date of ini0al  recogni0on. I n making this  assessment, the

Company cons iders  both quan0ta0ve and qual i ta0ve informa0on that i s  reasonable and supportable, including

historical  experience and forward-looking informa0on that i s  avai lable without undue cost or effort. Forward-

looking informa0on cons idered includes  the future prospects  of the industries  in which the Company's  debtors

operate, obtained from economic expert reports , financial  analysts , governmental  bodies , relevant think tanks  and

other s imi lar organisa0ons, as  wel l  as  cons idera0on of various  external  sources  of actual  and forecast economic

information that relate to the Company's  core operations.

 



I n par0cular, the fol lowing informa0on is  taken into account when assess ing whether credit risk has  increased

s igni ficantly s ince ini tia l  recognition:

 

• an actual  or expected s ignificant deteriora0on in the financial  instrument's  external  (i f avai lable) or internal

credit rating;

• s igni ficant deterioration in external  market indicators  of credit risk for a  particular financial  instrument,

e.g. a  s ignificant increase in the credit spread, the credit default swap prices  for the debtor , or the length of 0me or

the extent to which the fa ir value of a  financial  asset has  been less  than i ts  amortised cost;

• exis0ng or forecast adverse changes  in bus iness , financial  or economic condi0ons that are expected to cause a

s igni ficant decrease in the debtor's  abi l i ty to meet i ts  debt obl igations;

• any actual  or expected s igni ficant deterioration in the operating results  of the debtor;

• s igni ficant increases  in credit risk on other financial  instruments  of the same debtor; or

• an actual  or expected s ignificant adverse change in the regulatory, economic, or technological  environment of the

debtor that results  in a  s igni ficant decrease in the debtor's  abi l i ty to meet i ts  debt obl igations.

 

Despite the foregoing, the Company assumes that the credit risk on a financial  instrument has  not increased

s ignificantly s ince ini0al  recogni0on i f the financial  instrument is  determined to have low credit risk at the

reporting date. A financial  instrument is  determined to have low credit risk i f:

 

(1) The financial  instrument has  a  low risk of default;

(2) The debtor has  a  strong capacity to meet i ts  contractual  cash flow obl igations  in the near term; and

(3) Adverse changes  in economic and bus iness  condi0ons have not, or wi l l  not in the foreseeable future, reduce the

abi l i ty of the borrower to fulfil  i ts  contractual  cash flow obl iga0ons.  W here the abi l i ty to meet cashflow

obl iga0ons, including payment of interest, are impacted the risk associated with the financial  instrument may be

considered to have increased.

 

The Company cons iders  a  financial  asset to have low credit risk when the asset has  external  credit ra0ng of

'investment grade' in accordance with the global ly understood defini0on or i f an external  ra0ng is  not avai lable, the

asset has  an internal  ra0ng of 'performing'. Performing means that the counterparty has  a  strong financial  pos i0on

and there are no past due amounts .

 

The Company regularly monitors  the effec0veness  of the cri teria  used to iden0fy whether there has  been a

s ignificant increase in credit risk and revises  them as  appropriate to ensure that the cri teria  are capable of

identi fying s igni ficant increase in credit risk before the amount becomes past due.

 

vi)        Definition of default

The Company cons iders  the fol lowing as  cons0tu0ng an event of default for internal  credit risk management

purposes  as  historical  experience indicates  that financial  assets  that meet ei ther of the fol lowing cri teria  may not

be ful ly recoverable:

• when there is  a  breach of financial  covenants  by the debtor which has  not be waived or where the lender's  rights

have not be reserved pending action by the borrower; or

• informa0on developed internal ly or obtained from external  sources  indicates  that the debtor is  unl ikely to pay i ts

creditors , including the Company, in ful l  (without taking into account any col lateral  held by the Company).

 

There is  a  rebu;able presump0on that where loans  are past due or interest i s  unpaid for more than 30 days, this

leads  to a  s ignificant increase in credit risk or that i f unpaid for more than 90 days  this  leads  to an event of default.

However, the Company may elect to waive the default or give a  period of forbearance and reserve i ts  rights  in respect

of the default to enhance returns  and hence may rebut the presump0on that there is  a  s ignificant increase in credit

risk or an event of default.

 

vii)       Credit-impaired financial assets

A financial  asset i s  credit impaired when one or more events  that have a detrimental  impact on the es0mated future

cash flows of that financial  asset have occurred. Evidence that a  financial  asset i s  credit impaired includes

observable data about the fol lowing events :

 

(a) s igni ficant financial  di fficulty of the issuer or the borrower;

(b) a  breach of contract, such as  a  default or past due event (see (vi ));

(c) the lenders  to the borrower, for economic or contractual  reasons  rela0ng to the borrower's  financial  difficulty

having granted to the borrower concess ions  that the lenders  would not otherwise cons ider;

(d) i t i s  becoming probable that the borrower wi l l  enter bankruptcy or other financial  reorganisation; or



(d) i t i s  becoming probable that the borrower wi l l  enter bankruptcy or other financial  reorganisation; or

(e) the disappearance of an active market for that financial  asset because of financial  di fficulties .

 

viii)      Write-off policy

The Company writes  off a financial  asset when there is  informa0on indica0ng that the debtor is  in severe financial

difficulty and there is  no real is0c prospect of recovery, e.g. when the debtor has  been placed under l iquida0on or

has  entered into bankruptcy proceedings, or in the case of loan receivables , when the amounts  are over two years

past due, whichever occurs  sooner. F inancial  assets  wri;en off may s0l l  be subject to enforcement ac0vi0es  under

the Company's  recovery procedures, taking into account legal  advice where appropriate. Any recoveries  made are

recognised in profi t or loss .

 

ix)        Measurement and recognition of ECL

 

The measurement of EC L is  a  func0on of the probabi l i ty of default, loss  given default (i .e. the magnitude of the loss  i f

there is  a  default) and the exposure at default. The assessment of the probabi l i ty of default and loss  given default i s

based on historical  data adjusted by forward looking informa0on as  described above. As  for the exposure at

default, for financial  assets , this  i s  represented by the asset's  gross  carrying amount at the reporting date.

 

For financial  assets , the EC L is  es0mated as  the difference between al l  contractual  cash flows that are due to the

Company in accordance with the contract and al l  the cash flows that the Company expects  to receive, discounted at

the original  effective interest rate.

 

I f the Company has  measured the loss  a l lowance for a  financial  instrument at an amount equal  to l i fe0me EC L in the

previous  repor0ng period but determines  at the current repor0ng date that the condi0ons for l i fe0me EC L are no

longer met, the Company measures  the loss  a l lowance at an amount equal  to 12 month EC L at the current repor0ng

date, except for assets  for which a s impl i fied approach was used.

 

The Company's  measurement of EC L reflects  an unbiased and probabi l i ty-weighted amount that i s  determined by

evalua0ng the range of poss ible outcomes as  wel l  as  incorpora0ng the 0me value of money. The Company has  a lso

considered reasonable and supportable informa0on from past events , current condi0ons and reasonable and

supportable forecasts  for future economic conditions  when measuring ECL.

 

·      Stage 1 covers  financial  assets  that have not deteriorated s igni ficantly in credit risk s ince ini tia l  recognition;

·      Stage 2 covers  financial  assets  that have s ignificantly deteriorated in credit qual i ty s ince ini0al  recogni0on;

and

·      Stage 3 covers  financial  assets  that have objective evidence of impairment at the reporting date.

 

Twelve-month EC L are recognised in stage 1, whi le l i fe0me EC L are recognised in stages  2 and 3.  The Company's

remaining loan book has  a  res idual  contractual  maturi ty of less  than one year and as  a  result 12 month and l i fe0me

ECL wi l l  be the same.

 

x)        Modification of cash flows

Having performed adequate due di l igence procedures, the Company may nego0ate or otherwise modify the

contractual  cash flows of loans  to customers, usual ly as  a  result of loan extens ions. W hen this  happens, the

Company assesses  whether or not the new terms are substantia l ly di fferent to the original  terms.

 

I f the terms are not substan0al ly different, the renego0a0on or modifica0on does  not result in derecogni0on, and

the Company recalculates  the gross  carrying amount based on the revised cash flows of the financial  asset and

recognises  a  modifica0on gain or loss  in profit or loss . The new gross  carrying amount is  recalculated by

discounting the modified cash flows at the original  effective interest rate.

 

I f terms are substan0al ly different the original  asset i s  derecognised and a new financial  asset i s  recognised. I t i s

assumed that the terms are substan0al ly different i f the discounted present value of the cash flows under the new

terms, including any fees  paid net of any fees  received and discounted us ing the original  effec0ve rate is  at least 10

per cent different from the discounted present value of the remaining cash flows of the original  financial  asset. I f the

modifica0on is  not substan0al , the difference between: (1) the carrying amount of the l iabi l i ty before the

modification; and (2) the present value of the

cash flows aHer modifica0on is  recognised in profit or loss  as  the modifica0on gain or loss  within other gains  and

losses  as  explained in paragraph above. 

 



 

xi)        Derecognition of financial assets

 

The Company derecognises  a  financial  asset only when the contractual  rights  to the cash flows from the asset

expire, or when i t transfers  the financial  asset and substan0al ly a l l  the risks  and rewards  of ownership of the asset

to another en0ty. I f the Company neither transfers  nor retains  substan0al ly a l l  the risks  and rewards  of ownership

and con0nues to control  the transferred asset, the Company recognises  i ts  retained interest in the asset and an

associated l iabi l i ty for amounts  i t may have to pay. If the Company retains  substantia l ly a l l  the risks  and rewards  of

ownership of a  transferred financial  asset, the Company con0nues to recognise the financial  asset and also

recognises  a  col lateral ised borrowing for the proceeds received.

 

O n derecogni0on of a  financial  asset measured at amor0sed cost, the difference between the asset's  carrying

amount and the sum of the cons ideration received and receivable, i s  recognised in profi t or loss .

 

Financial liabilities

The class ifica0on of financial  l iabi l i0es  at ini0al  recogni0on depends on the purpose for which the financial  l iabi l i ty was

issued and i ts  characteristics .

 

Al l  financial  l iabi l i0es  are ini0al ly recognised at fa i r value net of transac0on costs  incurred. Al l  purchases  of financial

l iabi l i0es  are recorded on a trade date, being the date on which the Company becomes party to the contractual

requirements  of the financial  l iabi l i ty. Unless  otherwise indicated the carrying amounts  of the Company's  financial

l iabi l i ties  approximate to their fa i r values.

 

The Company's  financial  l iabi l i ties  cons ist of only financial  l iabi l i ties  measured at amortised cost.

 

i)          Financial liabilities measured at amortised cost

These include trade payables  and other short-term monetary l iabi l i0es , which are ini0al ly recognised at fa i r value

and subsequently carried at amortised cost us ing the effective interest rate method.

ii)         Derecognition of financial liabilities

The Company derecognises  financial  l iabi l i0es  when, and only when, the Company's  obl iga0ons are discharged,

cancel led or have expired. The di fference between the carrying amount of the financial  l iabi l i ty derecognised and the

consideration paid and payable is  recognised in profi t or loss .

 

l)    Equity instruments

An equity instrument is  any contract that evidences  a  res idual  interest in the assets  of an en0ty aHer deduc0ng al l  of i ts

l iabi l i ties . Equity instruments  issued by the Company are recognised as  the proceeds received, net of direct i ssue costs .

 

3.  Critical accounting judgements and estimates in applying the Company's accounting policies

The prepara0on of the F inancial  Statements  under I F RS requires  management to make judgements , es0mates  and

assump0ons that affect the appl ica0on of pol icies  and reported amounts  of assets  and l iabi l i0es , income and expenses.

The es0mates  and associated assump0ons are based on historical  experience and other factors  that are bel ieved to be

reasonable under the ci rcumstances, the results  of which form the bas is  of making judgements  about carrying values  of

assets  and l iabi l i ties  that are not readi ly apparent from other sources. Actual  results  may di ffer from these estimates.

 

The es0mates  and underlying assump0ons are reviewed on an on-going bas is . Revis ions  to accoun0ng es0mates  are

recognised in the period in which the es0mate is  revised i f the revis ion affects  only that period or in the period of the

revis ion and future periods  i f the revis ion affects  both current and future periods.

 

Critical judgements

In assess ing the ECL, the Board have made cri tical  judgements  in relation to the staging of the loans  and assessments  which

impact the loss  given default.  I n assess ing whether the loans  have incurred a s ignificant increase in credit risk the

I nvestment Manager, on behalf of the Board, assesses  the credit risk a;aching to each of the loans. The Company has

adopted the I nvestment Manager's  internal  credit ra0ng methodology and has  used i ts  loss  experience to benchmark

investment performance and poten0al  impairment for Stage 1, Stage 2 and Stage 3 loans  under I F RS 9 cons idering both

probabi l i ty of default and loss  given default. The judgement appl ied in a l loca0ng each investment to Stage 1, 2 or 3 is  key

in deciding whether losses  are cons idered for the next 12 months  or over the res idual  l i fe of the loan. I t i s  noted that the

Company's  remaining loans  a l l  have a res idual  contractual  maturi ty of less  than one year.   The I nvestment Manager and

the Board wi l l  a lso take into cons idera0on the l ikely repayment term of loans  that have become past due, and of ac0ons

taken to repay such loans. Consequently a  loan which is  past due, but otherwise performing, may con0nue to be assessed

as  Stage 1 where there is  an ac0ve repayment plan in place, or suppor0ng evidence that the loan can be repaid in ful l  and

the Company has  given a period of forbearance whi lst reserving i ts  rights  to, or charging, default interest.



the Company has  given a period of forbearance whi lst reserving i ts  rights  to, or charging, default interest.

 

The Board iden0fied three of the remaining loans  as  having shown evidence of heightened credit risk s ince origina0on

reflec0ng the prolonged impacts  of Covid-19 on the property markets  and, more recently, the increase in UK  interest rates .

I n cons idering the staging of loans  with heightened credit risk the Board, advised by the I nvestment Manager, has  made

assump0ons, supported by third party valua0on evidence, regarding the real isable col lateral  value and headroom over the

principal  loan amounts  as  wel l  as  the res idual  term of the loans.  Two of these loans  have been iden0fied as  Stage 2 assets ,

one as  a  Stage 3 asset. W hi lst a l l  loans  have a res idual  contractual  maturi ty of less  than one year the 12 months  and

l i fetime assessment of ECL shal l  be the same.

 

The Board has  a lso cons idered the l ikel ihood and 0mel iness  of future interest payments  under a l l  remaining loans. For

Stage 3 loans  interest wi l l  be recognised on a net bas is  aHer a l lowance for EC L, where payment is  l ikely to be sourced from

any surplus  on the real isa0on of the loan.  I n the case of the Stage 2 RoyaleLi fe loan, the Board recognises  that interest

payments  are unl ikely in the near term and has, and wi l l  con0nue to, ra ise EC L provis ions  against accrued interest which in

i ts  judgement is  unl ikely to be received in the near term.

 

Critical accounting estimates

The measurement of both the ini0al  and ongoing EC L a l lowance for loan receivables  measured at amor0sed cost i s  an area

that requires  the use of s ignificant assump0ons about credit behaviour such as  l ikel ihood of borrowers  defaul0ng and the

resul0ng losses . I n assess ing the probabi l i ty of default, the Board has  taken note of the experience and loss  history of the

I nvestment Manager which may not be indica0ve of future losses . The default probabi l i0es  are based on a number of

factors  including rental  income trends, interest cover and LTV headroom and sectoral  trends  which the I nvestment Manager

bel ieves  to be a good predictor of the probabi l i ty of default, in accordance with recent market studies  of European

commercial  real  estate loans.

 

I n l ine with the Company's  investment strategy at the 0me, most benefited from s ignificant LTV headroom at origina0on,

with bus iness  plans  des igned to del iver further value increases  over 0me. This  combined with 0ght covenants  have, to date,

enabled the I nvestment Manager to manage risk over the term of the loans. Fol lowing the change in I nvestment Strategy to

one of orderly wind down, the I nvestment Manager and the Board have placed greater emphasis  on the source and del ivery

of repayment over the res idual  term of each loan when assess ing valuation and the risk of capital  loss .

 

I nfla0on rates  in the UK , and the fiscal  and monetary 0ghtening that has  fol lowed, remain a  concern for the por=ol io given

its  short res idual  dura0on and the Company's  inten0on to wind down. The UK  base rate increased from 0.1% during Covid-

19 to 4.25% as  at the date of this  report and is  now forecast to remain higher for longer. Higher interest rates  are having a

materia l  impact on refinancing and property sales  and hence the 0ming of repayment of the Company's  remaining loans.

P roperty values  have fa l len general ly, as  the cost of finance impacts  investor returns  and LTV headroom in the remaining

loans  has  been eroded as  a  result. 

 

However, the Stage 1 and Stage 2 loans  con0nue to benefit from a lower but s0l l  adequate equity buffers . No loss  a l lowance

has  been recognised based on 12-month expected credit losses  for the loan in Stage 1. A £1,651,530 (31 January 2022: £ni l )

provis ion for l i fe0me losses  has  been recognised for the in Stage 2 loans  which includes  a  provis ion for the non-receipt of

accrued interest in the case of the RoyaleLi fe loan. The Southport loan has  been assessed as  Stage 3 fol lowing the

appointment of an administrator over the hotel , which con0nues to trade, and a provis ion for impairment of £2,288,651

(31 January 2022: £ni l ) has  been recognised, reflec0ng the es0mated net present value of the sales  proceeds expected from

the current offer to purchase the hotel , less  the Company's  estimate of sales  and administrative costs .

 

Revenue recogni0on is  cons idered a s ignificant accoun0ng judgement and es0mate that the Directors  make in the process

of applying the Company's  accoun0ng pol icies  (see Notes  2e) and 2 f)).  I n view of the trading condi0ons of the Southport

hotel  and l iquidity chal lenges  facing the RoyaleLi fe loan, the Directors  cons ider i t prudent to recognise interest on a net

bas is  aHer a l lowance for EC L in respect of the Stage 3 Southport loan, and to make a provis ion against the poten0al  non-

receipt of accrued interest in respect of the Stage 2 RoyaleLi fe loan.  I n both cases  interest on these loans  wi l l  be recognised

in the Statement of Comprehensive I ncome as  set out in Accoun0ng Pol icies  Note 2 above.  Fol lowing the period end, certain

of the companies  providing securi ty to the RoyaleLi fe loan were placed into administra0on by the lenders , however an

independent valua0on undertaken at 31 December 2022 confirms that the aggregate property values  con0nue to exhibit an

equity buffer above the carrying value of the Company's  loan par0cipa0on.  The assump0ons and sens i0vi0es  in assess ing

ECL  of the loan portfol io are set out in note 5 below.

 
4.  Taxation                                           
The tax charge of £10,912 for the previous  year ended 31 January 2022 cons isted of taxes  levied on Luxco, before i t was

dissolved. As  a  result, no tax was  chargeable for the current year ended 31 January 2023. The net wealth tax charge, set at a



rate of 0.5% for the year ended 31 January 2022 on Luxco's  global  assets  (net worth), was  determined as  at the 1 January of

each calendar year before dissolution of Luxco.

 

1 February 2022 to
31 January 2023

 1 February 2021 to
31 January 2022

£  £
Net wealth tax - current year - 7,199
Net wealth tax - prior year - 3,713

- 10,912

 

 

5. Loans advanced at amortised cost

 

(i)            Loans advanced

 

1 February 2022 to
31 January 2023

1 February 2021 to
31 January 2022

£ £
Loans  Advanced: 72,903,856           83,257,529
Less: Expected Credit Losses (3,940,181) -

68,963,675           83,257,529

 

31 January 2023 31 January 2023 31 January 2022 31 January 2022
Principal advanced At amortised cost Principal advanced At amortised cost

£ £ £ £
Northlands 9,561,076 9,829,286              10,431,143           10,548,056
Quattro* - -                 5,956,304             5,984,263
Affini ty 17,299,963 17,774,436              17,299,963           17,706,033
Southport 15,200,000 15,988,651              15,000,000           15,348,830
RoyaleLi fe 25,382,017 29,311,483              25,382,017           27,145,110
LBS* - -                 6,474,000             6,525,237

67,443,056 72,903,856              80,543,427           83,257,529
*repaid in ful l  during the period

 

(ii)           Valuation considerations

As noted above the Company is  now in the process  of an orderly wind down. I t remains  the inten0on of the I nvestment

Manager and Directors  to hold loans  through to their repayment date. The Directors  cons ider that the carrying value

amounts  of the loans, recorded at amor0sed cost in the F inancial  Statements , are approximately equal  to their fa i r value.

For further information regarding the status  of each loan and the associated risks  see the Investment Manager's  Report.

 

Amor0sed cost i s  calculated us ing the effec0ve interest rate method which takes  into account a l l  contractual  terms

(including arrangement and exit fees) that are an integral  part of the loan agreement. As  these fees  are taken into account

when determining ini tia l  net carrying value, their recognition in profi t or loss  i s  effectively spread over the l i fe of the loan. 

 

The Company's  investments  are in the form of bi lateral  loans, and as  such are i l l iquid investments  with no readi ly

avai lable secondary market. W hi lst the terms of each loan includes  repayment and prepayment fees , in the absence of a

l iquid secondary market, the Directors  do not bel ieve a wi l l ing buyer would pay a  premium to the par value of the loans  to

recognise such terms and as  such the amortised cost i s  cons idered representative of the fa ir value of the loans.

 

Each property on which investments  are secured was subject to an independent, third-party valua0on at the 0me the

investment was  entered into and updated valua0ons are obtained as  deemed appropriate. Al l  investments  are made on a

hold to maturi ty bas is . Each investment is  monitored on a quarterly bas is , in l ine with the underlying property rental  cycle,

including a  review of the performance of the underlying property securi ty. O ther than the Stage 3 Southport loan, no market

or other events  have been iden0fied through this  review process  which would result in a  fa i r value of the investments

s ignificantly different to the carrying value aHer a l lowance for expected credit losses  as  set out in this  note. The Board now

considers  i t prudent to recognise an impairment in respect of the Southport  loan of £2.28 mi l l ion (31 January 2022: £ni l )

representing accrued outstanding interest and the net present value of the expected net sales  proceeds.

 

(iii)          IFRS 9 - Impairment of Financial Assets

W hilst the UK  economy has  largely recovered from the immediate impacts  of Covid-19, supply pressures , exacerbated by

the impact of the devas0ng war in Ukraine, have led to spiral l ing infla0on in the energy, food and raw materia l  sectors  and

consequently The Bank of England has, in l ine with most central  banks, embarked upon a pol icy of monetary 0ghtening in

an a;empt to reduce infla0on, with base rate now at 4.25% and infla0on forecast to remain above the 2% target through to

2025.  The I nvestment Manager has  reviewed the plans  in place and prospects  for repayment of each loan over i ts  res idual



term, and whi lst the prospect of a  recess ion looks  less  unl ikely, the economic outlook is  less  certain than at 31 January

2022, impac0ng property values. However, with respect to the Stage 1 and Stage 2 loans, the balance outstanding in each

case remains  at an adequate discount to the value of the underlying real  estate on which they are secured. The Southport

loan has  been subject to an EC L a l lowance of £0.53 mi l l ion in respect of arrears  of interest and £1.75 mi l l ion in respect of

the expected loss  as  set out in the table below.  W hi lst the RoyaleLi fe loan remains  Stage 2 reflec0ng the level  of equity

surplus  in the independent property valuation, the loan's  credit rating has  been downgraded to substandard resulting in an

EC L provis ion of £0.61 mi l l ion against the loan and £1.03 mi l l ion against the unpaid accrued interest. The Directors  do not

currently cons ider any loan, other than Southport and RoyaleLi fe, to be subject to specific impairment, or for there to be an

immediate risk of not achieving ful l  repayment, including arrears  of interest, over the res idual  term of each loan.

 

O n 11 May 2023 the Company, ac0ng together with i ts  co-lenders , appointed an administrator over two of the companies

providing securi ty to the RoyaleLi fe loan.  This  was  a  defens ive measure fol lowing the fi l ing of winding up peti tions, against

these two group companies , by a  third-party creditor.  W hi lst the appointment was  a  post balance sheet event and the 31

December 2022 property valua0on pointed to there being an adequate equity buffer above the carrying value of the

Company's  par0cipa0on in the loan, the Board and the I nvestment Manager have cons idered the poten0al  impact of

administration on the Company's  investment, and this  i s  discussed further in the sens itivi ty analys is  below.

 

The internal  credit ra0ng of each loan as  at 31 January 2023 has  been reviewed. O f the two loans  iden0fied as  Stage 2

assets  at 31 January 2022, one has  s ince repaid in ful l  whi le the other is  now iden0fied as  Stage 3, with an EC L provis ion of

£2,288,651 (31 January 2022: £ni l ). Two other loans  that were iden0fied as  Stage 1 assets  showed deteriora0on and are

considered as  Stage 2 assets  with an ECL over a  twelve-month period of £1,651,530 (31 January 2022: £ni l ).

 

As at 31 January 2023
 Stage 1 Stage 2 Stage 3 Total

Principal  advanced 9,561,076 42,681,981 15,200,000 67,443,056
Gross  carrying value 9,829,286 47,085,919 15,988,651 72,903,856
Less  ECL a l lowance - (1,651,530) (2,288,651) (3,940,181)

9,829,286 45,434,389 13,700,000 68,963,675
As at 31 January 2022

 Stage 1 Stage 2 Stage 3 Total
Principal  advanced 59,587,122 20,956,304 - 80,543,426
Gross  carrying value 61,924,436 21,333,093 - 83,257,529
Less  ECL a l lowance - - - -

61,924,436 21,333,093 - 83,257,529
 

Two loans  were cons idered as  Stage 2 loan as  at 31 January 2023 (31 January 2022: two loans).

 

The Quattro loan, identi fied as  Stage 2 as  at 31 January 2022, was  repaid in ful l  in Apri l  2022, fol lowing the combination of

property sales  and a refinance by the borrower.

 

Southport, the second Stage 2 loan as  at 31 January 2022, has  been recognised as  Stage 3 as  at 31 January 2023. This

fol lows an unsuccessful  sa les  process  by the borrower and the subsequent appointment of an administrator by the

Company.  The administrator has  remarketed the property on behalf of the creditors , of which the Company is  the first

ranking senior secured creditor, and is  progress ing a  condi0onal  offer for sale at £14.5 mi l l ion.  The administrator and

advisors  are working with the prospective purchaser to satis fy the conditions  to completion of the sale.

 

The Affinity loan has  been iden0fied as  Stage 2 as  at 31 January 2023 fol lowing a fa l l  in i ts  internal  credit ra0ng reflec0ng

a reduction in the underlying property value in l ine with the wider UK property market.

 

The RoyaleLi fe Loan has  been iden0fied as  Stage 2, fol lowing a 13% fal l  in the valua0on of the underlying proper0es

reflec0ng lower expected profits  on the sale of res iden0al  units  and a higher discount rate being appl ied to the long-term

income they generate.

 

The LBS loan, iden0fied as  stage 1 as  at 31 January 2022, was  repaid in ful l  in January 2023 fol lowing a refinancing of the

property securing the loan.

 

The Northlands  loan has  shown no materia l  deteriora0on s ince incep0on or over the course of the financial  period and

has  been s ignificantly de-risked fol lowing the financial  year end through the sale of a  number of proper0es, with further

sales  contracted which are expected to repay the loan in ful l  together with interest and fees.  The Northlands  loan, whi lst

past due, i s  cons idered as  Stage 1 asset with no ECL over a  twelve-month period reflecting the advanced sales  process .

 

A reconci l iation of the ECL a l lowance is  presented as  fol lows:

Expected Credit Loss Allowances



Expected Credit Loss Allowances
£

Affini ty 12,702
Southport 2,288,651
RoyaleLi fe 1,638,828

3,940,181
 

(iv)          IFRS 9 Impairment - Stress Analysis

As discussed above, the Company's  EC L is  a  func0on of the probabi l i ty of default ("P D") and loss  given default ("LGD"),

where P D is  benchmarked against I CG Real  Estate's  internal  credit ra0ng model  and LGD is  based on I CG Real  Estate's  track

record of over £5.7 bi l l ion of senior and whole loans  which would satis fy the Company's  investment parameters .

 

O ther than Southport, loans  are currently expected to be capable of repayment in ful l  in due course at their carrying value.

The Company, together with i ts  co-lenders  and the administrator, i s  cons idering i ts  next steps  in respect of the RoyaleLi fe

loan, however i t i s  anticipated an extended period wi l l  be required to a l low for real isation.  

 

I n respect of i ts  Stage 1 and Stage 2 assets , the Company has  performed stress  analys is  on i ts  expected credit loss  by

considering the impact of a  one, two and three grade deteriora0on in the credit ra0ng and cons idered the impact of

impairment over the l i fe of the loans.

 

As  discussed above the recent rise in UK  interest rates  and worsening near term economic outlook have impacted the UK

property market in most sectors , reducing value and l iquidity.  As  a  consequence, the Company's  equity buffer has  been

eroded. However, based on the latest market valua0ons al l  loans, except the Southport loan, could withstand a further 10%

fal l  in property values  before the Company faced risk of loss . Notwithstanding the valua0on of the underlying col lateral

represents  the most s ignificant judgement, any delays  in real is ing this  col lateral  or increases  in the costs  of real isa0on

could a lso impact on the eventual  proceeds from each loan pos ition.

 

W ithin I CG's  benchmark por=ol io the Covid-19 pandemic, and i ts  impact on valua0on of retai l  sector proper0es  in

par0cular, lowered I CG's  recovery expecta0ons for non performing loans. As  a  result, the appl ica0on of stress  tests  in

accordance with the Company's  pol icy results  in a  s ignificantly higher risk profile than pre Covid-19, reflec0ng I CG's  loss

experience. It should be noted that the Company has  very l imited exposure to the retai l  sector.

 

Stress test impact on Expected Credit Loss at 31 January 2023

Stage 1 and Stage 2 Loans 31 January 2023 31 January 2022
One grade deterioration in credit rating £3,286,000 £166,000

Two grade deterioration in credit rating £5,072,000 £654,000

Three grade deterioration in credit rating £5,412,000 £3,137,000

 

I n addi0on to the standard stress  tests  described above, the Company has  cons idered the poten0al  impact of the post

balance sheet appointment of an administrator over two of the RoyaleLi fe group companies .  The Company has  cons idered

a number of scenarios  with respect to 0meframe for repayment and poten0al  net real isable value rela0ve to the latest

valua0on as  wel l  as  abi l i ty to service debt during that period. The downside outcomes of those scenarios  fa l l  within the

bounds of the standard stress  test impacts  set out above.

 

The Southport loan has  been recognised as  a  Stage 3 asset with a  provis ion for impairment of £2,288,651 based on the

current condi0onal  offer for sale being progressed by the administrator. A further 10% fal l  in the property value, would

result in an additional  ECL of £1,450,000.

 

The current performance of each loan is  discussed in the Investment Manager's  report.

 

6. Trade and other receivables

 
31 January 2023  31 January 2022

£  £
Other receivables 43,435 502,485

 

O ther receivables  include accrued interest on loans  receivable. There were no factors  to indicate s ignificant increase in

credit risk or objec0ve evidence of impairment or default at year end, hence no l i fe0me EC L was recognised on the

balances. Please see comments  in note 5 above in respect of the loan portfol io.

 

The Company has  management pol icies  in place to ensure that a l l  receivables  are received within the credit 0me frame. The



The Company has  management pol icies  in place to ensure that a l l  receivables  are received within the credit 0me frame. The

Directors  cons ider that the carrying amount of a l l  receivables  approximates  to their fa i r value.

 

During the period we appointed administrators  over the borrower of the Southport loan fol lowing a breach in the LTV

covenant. W hi le, the hotel  remains  open and con0nues to trade with a  sale process  ongoing, i t was  decided to recognise

interest on a net bas is  after a l lowance for ECL.

 

Fol lowing the date of this  report an administrator was  appointed over two of the companies  providing securi ty for the

RoyaleLi fe loan. Payment of the accrued interest receivable to date is  l ikely to be delayed due to the administra0on

process . W hi lst the loan wi l l  con0nue to accrue default interest, such interest income wi l l  be subject to ongoing EC L

provis ions  for impairment  and recognised as  and when received. 

 

7.  Cash and cash equivalents

Cash and cash equivalents  comprise cash held by the Company and short-term bank deposits  held with maturi0es  of

twelve months  or less . The carrying amounts  of these assets  approximate their fa i r value.

 

The table shows the Company's  cash balances  and the banks  in which they are held:

 

31 January 2023 31 January 2022
£ £
  

Royal  Bank of Scotland Global  Banking (Luxembourg) S.A. - 1,266,096
Lloyds  Bank International  Limited 581,954 396,016
Barclays  Bank plc 581,983 396,056
Butterfield Bank (Guernsey) Limited 582,571 396,076
Royal  Bank of Scotland International  Limited 7,462,986 2,346,980

9,209,494 4,801,224
 

8. Trade and other payables

 
31 January 2023  31 January 2022

£  £
Investment Management fees  (see Note 13) 517,343 289,107
Directors ' remuneration (see Note 12) 31,250 31,250
Administration fees  (see Note 13) 43,283 22,188
Broker fees - 51,650
Audit fees  (see note 14) 50,138 29,723
Other expenses 40,465 44,419
Trade creditors 179,174 324,886

861,653 793,223

Trade creditors  comprise amounts  payable to borrowers . The Company has  management pol icies  in place to ensure that a l l

payables  are paid within the credit 0me frame. The Directors  cons ider that the carrying amount of a l l  payables

approximates  to their fa i r value.
 
9. Earnings per share and Net Asset Value per share
 
Earnings per share

  
1 February 2022

to 1 February 2021 to
  31 January 2023  31 January 2022
Profi t for the year (£) 1,959,823 7,335,765
Weighted average number of Ordinary Shares  in issue 121,302,779 121,302,779
Basic and di luted EPS (pence) 1.62 6.05
Adjusted bas ic and di luted EPS (pence) 1.50 5.25

 

The calcula0on of bas ic and di luted earnings  per share is  based on the profit for the year and on the weighted average

number of Ordinary Shares  in issue in for the year ended 31 January 2023.

 

There are no di lutive shares  in issue at 31 January 2023 (31 January 2022: none).

 

Net Asset Value per share
  31 January 2023  31 January 2022
NAV (£) 77,354,951 87,768,015
Number of Ordinary Shares  in issue 121,302,779 121,302,779
NAV per share (pence) 63.77 72.35

 

The calculation of NAV per share is  based on Net Asset Value and the number of Ordinary Shares  in issue at the year end.

 

10. Share capital

The authorised share capital  of the Company is  represented by an unl imited number of O rdinary Shares  with or without a



The authorised share capital  of the Company is  represented by an unl imited number of O rdinary Shares  with or without a

par value which, upon issue, the Directors  may des ignate as  (a) O rdinary Shares; (b) B Shares; and (c) C  Shares , in each

case of such classes  and denominated in such currencies  as  the Directors  may determine.

31 January 2023  31 January 2022

Number of shares  Number of
shares

Authorised
Ordinary Shares  of no par value Unlimited Unlimited
B Shares  of no par value Unlimited Unlimited
   
 Total No Total No
Ordinary Shares 121,302,779 121,302,779
 
B Shares
B Shares  issued September 2021 - 121,302,779
B Shares  redeemed and cancel led September 2021 -  (121,302,779)
B Shares  issued December 2021 - 121,302,779
B Shares  redeemed and cancel led December 2021 -  (121,302,779)
B Shares  issued January 2022 -  121,302,779
B Shares  redeemed and cancel led January 2022 -   (121,302,779)
B Shares  issued May 2022 121,302,779  -
B Shares  redeemed and cancel led May 2022  (121,302,779) -

-  -
                

£  £
Share capital  brought forward 87,576,589 119,115,310
Repaid in the year (7,278,170)  (31,538,721)
Share capital carried forward 80,298,419 87,576,589

 

Dividends

Dividends are recognised by the Company in the quarterly NAV calcula0on fol lowing the declara0on date. A summary of

the dividends declared and/or paid during the year ended 31 January 2023 and 31 January 2022 are set out below:

 
Dividend per

share  Total dividend
 

1 February 2022 to 31 January 2023 Pence  £  
Interim dividend in respect of quarter ended 31 January 2022 1.10 1,334,331  
Interim dividend in respect of quarter ended 30 Apri l  2022 1.10 1,334,331  
Interim dividend in respect of quarter ended 31 July 2022 1.00 1,213,028  
Interim dividend in respect of quarter ended 31 October 2022 1.00 1,213,027  

4.20  5,094,717  
Dividend per share  Total dividend

1 February 2021 to 31 January 2022 Pence  £
Interim dividend in respect of quarter ended 31 January 2021 1.50 1,819,542
Interim dividend in respect of quarter ended 30 Apri l  2021 1.50 1,819,542
Interim dividend in respect of quarter ended 31 July 2021 1.50 1,819,542
Interim dividend in respect of quarter ended 31 October 2021 1.50 1,819,542

                           6.00 7,278,168

 

As  two of the remaining investments  have s ignificant EC L provis ions, there is  projected to be a s ignificantly reduced level  of

opera0ng cashflow in the next two quarters , and no forecast cash inflows thereaHer un0l  investments  repay. This  wi l l  have

a cons iderable impact on the Company's  abi l i ty to pay a  dividend.

 

The Company has  a  predictable cost base and the abi l i ty to hold back capital  from the imminent (contracted) and

prospec0ve future repayments  to meet costs  and preserve working capital  over the medium to long-term. However, i t i s  no

longer cons idered appropriate to distribute a  regular dividend unti l  and unless  profi ts  and cashflow prudently a l low.

 

Return of Capital

Return of Capital  i s  recognised by the Company in the quarterly NAV calculation fol lowing the declaration date.

The Directors  announced one return in the year and have returned a total  amount of 6 pence per O rdinary Share to

shareholders , being 121,302,779 in total  based on the current number of O rdinary Shares  in issue. This  return of capital

was  effected by way of an issue of redeemable B Shares  to exis0ng shareholders  pro rata to their shareholding on the

record date set out below and the subsequent redemption of those B Shares.

 
Return of Capital

per share
 Total Return of

Capital
1 February 2022 to 31 January 2023 Pence  £
Return of Capital  May 2022 6.00 7,278,170

6.00 7,278,170



6.00 7,278,170

 
1 February 2021 to 31 January 2022 Pence  £
Return of Capital  September 2021 5.50  £       6,671,651
Return of Capital  December 2021 6.50  £       7,884,681
Return of Capital  January 2022 14.00  £     16,982,389

26.00  £     31,538,721

 

Rights attaching to Shares

The Company has  a  s ingle class  of O rdinary Shares  which are not en0tled to a  fixed dividend. The company had one issue

of redeemable B shares  which were redeemed throughout the year on a Return of Capital  payment to shareholders  of the

redeemable B shares. At any General  Mee0ng of the Company each O rdinary Shareholder is  en0tled to have one vote for

each share held. The O rdinary Shares  a lso have the right to receive a l l  income a;ributable to those shares  and par0cipate

in distribu0ons made and such income shal l  be divided pari  passu among the holders  of O rdinary Shares  in propor0on to

the number of Ordinary Shares  held by them.

 

The Company's  Ar0cles  include a B Share mechanism for returning capital  to Shareholders  and fol lowing Shareholder

approval  on 14 January 2021, the Company has  and wi l l  con0nue to u0l ise this  mechanism in future. W hen the Board

determines  to return capital  to Shareholders , the Company has  issued B Shares , paid up out of

the Company's  assets , to exis0ng Shareholders  pro rata to their holding of O rdinary Shares  at the 0me of such issue. The

amount paid up on the B Shares  wi l l  be equal  to the cash distribu0on to be made to Shareholders  via  the B Share

mechanism. The B Shares  shal l  be redeemable at the op0on of the Company fol lowing issue and the redemp0on proceeds

(being equal  to the amount paid up on such B Shares) paid to the holders  of such B Shares

 

on such terms and in such manner as  the Directors  may from 0me to 0me determine. I t i s  therefore expected that the B

Shares  wi l l  only ever be in issue for a  short period of 0me and wi l l  be redeemed for cash shortly aHer their i ssue in order

to make the return of capital  to Shareholders .

 

I t i s  intended that fol lowing each return of capital  the Company wi l l  publ ish a  revised es0mated Net Asset Value and Net

Asset Value per O rdinary Share based on the prevai l ing publ ished amounts  adjusted to take into account the return of

capital .  The number of Ordinary Shares  in issue wi l l  remain unchanged.

 

11. Risk Management Policies and Procedures

The Company through i ts  investment in senior loans  is  exposed to a  variety of financial  ri sks , including market risk

(including currency risk and interest rate risk), credit risk and l iquidity risk. The Company's  overal l  ri sk management

procedures  focus  on the unpredictabi l i ty of opera0onal  performance of the borrowers  and on property fundamentals  and

seek to minimise potentia l  adverse effects  on the Company's  financial  performance.

 

The Directors  are ul0mately responsible for the overal l  ri sk management approach within the Company. The Directors  have

establ ished procedures  for monitoring and control l ing risk.  The Company has  investment guidel ines  that set out i ts  overal l

bus iness  strategies , i ts  tolerance for risk and i ts  general  risk management phi losophy.

 

I n addi0on, the I nvestment Manager monitors  and measures  the overal l  ri sk bearing capacity in rela0on to the aggregate

risk exposure across  a l l  ri sk types  and activi ties .  Further detai ls  regarding these pol icies  are set out below:

 

Market risk

Market risk includes  market price risk, currency risk and interest rate risk. I f a  borrower defaults  on a loan and the real

estate market enters  a  downturn i t could materia l ly and adversely affect the value of the col lateral  over which loans  are

secured. This  risk i s  cons idered by the Board to be as  a  result of credit risk as  i t relates  to the borrower defaul0ng on the

loan.

 

Market risk i s  moderated through a careful  selec0on of loans  within specified l imits . The Company's  overal l  market

pos ition is  monitored by the Investment Manager and is  reviewed by the Directors  on an ongoing bas is .

 

Currency risk

The Company's  currency risk exposure is  cons idered to be immateria l  as  a l l  investments  have been and wi l l  be made in

Pounds Sterl ing.

 

Interest rate risk

I nterest rate risk i s  the risk that the value of financial  instruments  and related income from cash and cash equivalents  wi l l

fluctuate due to changes  in market interest rates .

 



 

The majori ty of the Company's  financial  assets  are loans  advanced, which are at a  fixed rate of interest, and cash and cash

equivalents . The Company's  interest rate risk i s  l imited to interest earned on cash deposits .

 

The fol lowing table shows the portfol io profi le of the materia l  financial  assets  as  at 31 January 2023 and 31 January 2022:

 

31 January 2023  31 January 2022
£  £

Floating rate
Cash 9,209,494 4,801,224
Fixed rate  
Loans  advanced at amortised cost, net of ECL a l lowance 68,968,675 83,257,529

78,178,169 88,058,753

Credit risk

Credit risk i s  the risk that a  counterparty wi l l  be unable to pay amounts  in ful l  when due. The Company's  main credit risk

exposure are on the loans  advanced, where the Company invests  in secured senior debt, and in respect of monies  held with

banks.  

 

O uts ide of i ts  investment por=ol io, discussed, in order to minimise credit risk, the Company has  adopted a pol icy, where

poss ible, of only deal ing with creditworthy counterpar0es  as  a  means of mi0ga0ng the risk of financial  loss  from defaults .

The Company only transacts  with en00es that are rated the equivalent of investment grade and investments  in these

instruments , including bi l l s  of exchange, debentures  and redeemable notes , where the counterpar0es  have minimum BBB-

credit ra0ng, are cons idered to have low credit risk for the purpose of impairment assessment. The credit ra0ng

informa0on is  suppl ied by independent ra0ng agencies  where avai lable and, i f not avai lable, the Company uses  other

publ icly avai lable financial  informa0on and i ts  own trading records  to rate i ts  major customers. The Company's  exposure

and the credit ra0ngs  of i ts  counterpar0es  are con0nuously monitored and the aggregate value of transac0ons concluded

is  spread amongst approved counterparties .

 

W ith respect to i ts  loan por=ol io the Company has  adopted the I nvestment Manager's  internal  credit ra0ng methodology to

assess  and monitor the creditworthiness  of each loan and resultant credit risk, P D and LGD. The model  takes  into account

factors  below such as :

 

·      financial  ri sk of the borrower - cons iders  the financial  pos i0on of the borrower in general  and cons iders  LTV, I C R and

amortisation profi le/debt maturi ty;

·      property risk - where the property location, qual i ty (speci fication, condition) and letting risk are cons idered;

·      income risk - the income risk category cons iders , tenant divers i ty, tenant credit qual i ty and lease length ra0o, sector

divers i ty and geographical  divers i ty; and

·      borrower/structure risk - where factors  such as  history of the borrower/sponsor, loan control  (securi ty package) and

covenants  are cons idered.

 

The credit ra0ng methodology is  dynamic and recognises  the interplay between divers i ty and qual i ty as  a  risk mi0gant. The

Company's  current credit risk grading framework comprises  the fol lowing categories  and portfol io weightings:

 

Grade Description Maximum credit risk
exposure 2023

Maximum credit risk
exposure 2022

AAA,
AA+

Virtual ly no
risk

- - 

AA to 
A Low risk

-
- 

BBB Moderate risk 9,595,622  10,548,056

BB Average risk 17,182,749  49,155,980

B Acceptable
risk

-  20,956,304

CCC+ Borderl ine
Risk

- - 

CCC Special
Mention

- - 

CC Substandard 26,405,642 - 

D Doubtful 15,734,452 - 

D Loss - - 

 

 

The class i fication of loans  for the purpose of cons idering expected credit loss  are discussed in the company's  accounting

pol icies  and in note 5 above, these include a deterioration in credit rating from the date of ini tia l  recognition and are not

based solely on the absolute credit rating at a  point in time.



 

The Company has  used the I nvestment Manager's  loss  experience to benchmark investment performance and poten0al

impairment for both Stage 1 and Stage 2 loans  under I F RS 9 cons idering both probabi l i ty of default and expected credit

loss . The total  exposure to credit risk arises  from default of the loan counterparty and the carrying amounts  of other

financial  assets  best represent the maximum credit risk exposure at the year-end date, including the principal  advanced on

loans, interest outstanding on loans  and cash and cash equivalents . As  at 31 January 2023, the maximum credit risk

exposure was £68,918,465 (31 January 2022: £80,660,340).

 

The I nvestment Manager has  adopted procedures  to reduce credit risk exposure through the inclus ion of covenants  in

loans  issued, a long with conduc0ng credit analys is  of the counterpar0es, their bus iness  and reputa0on, which is

monitored on an on-going bas is . The Investment Manager routinely analyses  the profi le of the Company's  underlying risk in

terms of exposure to s ignificant tenants , reviewing market data and forecast economic trends  to benchmark borrower

performance and to ass ist in identi fying potentia l  future stress  points .

 

Collateral held as security

Each loan is  secured by a  charge of commercial  real  estate property pledged by the borrower. The current valua0ons for

these proper0es  and LTV informa0on for each loan (and for the por=ol io as  a  whole) are detai led in the loan summary

section in the Investment Manager's  report.

 

To divers i fy credit risk the Company maintains  i ts  cash and cash equivalents  across  four (31 January 2022: four) different

banking groups as  shown below. I n order to cover opera0onal  expenses, a  working capital  balance at Royal  Bank of

Scotland I nterna0onal  Limited is  maintained and monitored. This  i s  subject to the Company's  credit risk monitoring

pol icies . 

 

The table below shows the Company's  cash balances  and the credit rating for each counterparty:

 

Rating 31 January 2023 31 January 2022
 £ £

Royal  Bank of Scotland Global  Banking (Luxembourg) S.A. A- - 1,266,096
Lloyds  Bank International  Limited A 581,954 396,016
Barclays  Bank plc A 581,983 396,056
Butterfield Bank (Guernsey) Limited BBB+ 582,571 396,076
Royal  Bank of Scotland International  Limited A- 7,462,986 2,346,980

9,209,494 4,801,224
 

The carrying amount of these assets  approximates  their fa i r value.

 

Liquidity risk

Liquidity risk i s  the risk that the Company wi l l  not be able to meet i ts  l iabi l i0es  as  they fa l l  due. The Company's  loans

advanced are i l l iquid and may be di fficult or imposs ible to real ise for cash at short notice.

The Company manages  i ts  l iquidity risks  through the regular prepara0on and monitoring of cash flow forecasts  to ensure

that i t can meet i ts  obl igations  as  they fa l l  due.

Liquidity risks  arise in respect of other financial  l iabi l i0es  of the Company due to counterpar0es.  The Company expects  to

meet i ts  ongoing obl iga0ons from cash flows generated by the loan por=ol io.  The Company's  financial  assets  and

financial  l iabi l i0es  a l l  have maturi ty dates  within one year. An analys is  of the maturi ty of financial  assets  class ified as

loans  advanced is  shown in the table:

 

Less than one year Between one
and five years

Total as at

 31 January 2023

£ £ £

Northlands  - principal 9,561,076 - 9,561,076

Northlands  - interest and exit fees 316,874 - 316,874

Affini ty - principal 17,299,963 - 17,299,963

Affini ty - interest and exit fees 326,231 - 326,231

Southport - principal 15,200,000 - 15,200,000

Southport - interest and exit fees 534,452 - 534,452

RoyaleLi fe - principal 25,382,017 - 25,382,017

RoyaleLi fe - interest and exit fees 4,261,464 - 4,261,464

72,882,077 - 72,882,077

 

Less than one year
Between

one and five
years

Total as at

 31 January 2022



years  31 January 2022

£ £ £

Northlands  - principal 10,431,142 - 10,431,142

Northlands  - interest and exit fees 715,242 - 715,242

Quattro - principal 5,956,304 - 5,956,304

Quattro - interest and exit fees 203,167 - 203,167

Affini ty - principal 17,299,963 - 17,299,963

Affini ty - interest and exit fees 801,862 - 801,862

Southport - principal  - 15,000,000 15,000,000

Southport - interest and exit fees 1,050,000 483,904 1,533,904

RoyaleLi fe - principal  - 25,382,017 25,382,017

RoyaleLi fe - interest and exit fees 2,030,561 5,268,400 7,298,961

LBS - principal 6,474,000 - 6,474,000

LBS - interest and exit fees 571,451 - 571,451

45,533,692 46,134,321 91,668,013

 

The Company could a lso be exposed to prepayment risk, being the risk that the principal  may be repaid earl ier than

an0cipated, caus ing the return on certain investments  to be less  than expected. The Company, where poss ible, seeks  to

mi0gate this  risk by inclus ion of income protec0on clauses  that protect the Company against any prepayment risk on the

loans  advanced for some of the period of the loan. To date, a l l  loans  advanced have included income protec0on clauses  in

the event of prepayment of the loans  for the majori ty of the loan term.

 

The Company has  loans  and receivables  with a  prepayment op0on embedded. Given the low probabi l i ty of exercise and

indeterminable exercise date, the value a;ributed to these embedded deriva0ves  is  cons idered to be £ni l  (31 January 2022:

£ni l ).

 

Capital management policies and procedures

The Company's  capital  management objec0ves  are to ensure that the Company wi l l  be able to con0nue to meet a l l  of i ts

l iabi l i ties  as  they fa l l  due and to maximise the income and capital  return to equity shareholders .

 

I n accordance with the Company's  investment pol icy, the Company's  principal  use of cash has  been to fund investments  in

the form of loans  sourced by the I nvestment Manager, as  wel l  as  on-going opera0onal  expenses  and payment of dividends

and other distributions  to shareholders  in accordance with the Company's  dividend pol icy.

The Board, with the ass istance of the I nvestment Manager, monitors  and reviews the broad structure of the Company's

capital  on an on-going bas is .

The Company has  no external ly imposed capital  requirements . The Company's  capital  at the year-end comprised equity

share capital  and reserves.

 

12.  Related Party Transactions and Directors' Remuneration

Par0es  are cons idered to be related i f one party has  the abi l i ty to control  the other party or exercise s ignificant influence

over the party in making financial  or operational  decis ions.

 

I n the opinion of the Directors , on the bas is  of shareholdings  advised to them, the Company has  no immediate or ul0mate

control l ing party.

 

Directors

The Directors ' fees  for the year amounted to £160,000 (31 January 2022: £171,375) with outstanding fees  of £31,250 due to

the Directors  at 31 January 2023 (31 January 2022: £31,250) (see Note 8).

 

13.  Material Agreements
Investment Manager Agreement
I nvestment Management fees  for the year amounted to £761,047 (31 January 2022: £1,165,922), of which  £517,343 (31

January 2022: £289,107) was  outstanding at the year-end (see Note 8).

 
The I nvestment Manager is  en0tled to a  management fee at a  rate equivalent to 1% per annum of the Net Asset Value paid
quarterly in arrears  based on the average Net Asset Value as  at the last bus iness  day of each month in each relevant
quarter.
 
The I nvestment Manager's  agreement became effec0ve from 25 November 2020 and shal l  con0nue thereaHer unless
terminated in accordance with the terms of the agreement. The I nvestment Manager's  appointment cannot be terminated by
the Company with less  than 12 months ' no0ce. The Company may terminate the I nvestment Management Agreement with
immediate effect i f the I nvestment Manager has  commi;ed any materia l , i rremediable breach of the I nvestment
Management Agreement or has  commi;ed a materia l  breach and fa i ls  to remedy such breach within 30 days  of receiving
no0ce from the Company requiring i t to do so; or the I nvestment Manager is  no longer authorised and regulated by the FC A



no0ce from the Company requiring i t to do so; or the I nvestment Manager is  no longer authorised and regulated by the FC A
or is  no longer permi;ed by the FC A to carry on any regulated ac0vity necessary to perform i ts  du0es under the I nvestment
Management Agreement. The I nvestment Manager may terminate their appointment immediately i f the Company has
commi;ed any materia l , i rremediable breach of the I nvestment Management Agreement or has  commi;ed a materia l
breach and fa i ls  to remedy such breach within 30 days  of receiving notice from the Company requiring i t to do so.
 
Administration Agreement
The Administrator has  been appointed to provide day to day administra0on and company secretaria l  services  to the

Company, as  set out in the Administra0on Agreement. Under the terms of the Administra0on Agreement, the Administrator

is  en0tled to a  fixed fee of £90,000 per annum for services  such as  administra0on, corporate secretaria l  services ,

corporate governance, regulatory compl iance and stock exchange con0nuing obl iga0ons provided to the Company. The

Administrator wi l l  a lso be en0tled to an accoun0ng fee charged on a 0me spent bas is  with a  minimum fee of £40,000 per

annum. Administra0on and accoun0ng fees  for the year amounted to £155,832 (31 January 2022: £205,285) of which

£43,283 (31 January 2022: £22,188) was  outstanding at the year end.

 

Registrar Agreement

The Registrar has  been appointed to provide registra0on services  to the Company and maintain the necessary books  and

records, as  set out in the Registrar Agreement.

 

Under the terms of the Registrar Agreement, the Registrar i s  en0tled to an annual  fee from the Company equal  to £1.78 per

shareholder per annum or part thereof, subject to a  minimum of £7,500 per annum. O ther Registrar ac0vi0es  wi l l  be

charged for in accordance with the Registrar's  normal  tari ff as  publ ished from time to time.

 

Depositary Agreement

The Depositary has  been appointed from 25 November 2020 to provide depositary services  under the AI F M D to the

Company, which include cash monitoring, asset veri fication and overs ight, as  set out in the Depositary Agreement.

 

Under the terms of the Depositary Agreement, the Depositary is  en0tled to a  fixed fee from the Company of £25,000 per

annum.

 

14. Auditor's Remuneration

Audit and non-audit fees  payable to the auditors  can be analysed as  fol lows:

 
 31 January 2023

   
31 January 2022

£   £

Audit fees  for the Company 48,025 46,454

Total Audit fees 48,025 46,454

There were no non-audit fees  paid during the year.

 

15. Other Expenses

 31 January 2023  31 January 2022
 £  £
Luxco operating expenses - 95,358

Broker fees 25,550 76,925

Administration fees 155,832 205,285

Regulatory fees 21,415 16,524

Listing fees 15,239 14,573

Legal  and profess ional  fees 71,296 122,555

Other expenses 119,753 62,829
 409,085 594,049

 

16. Finance Costs

Finance costs  comprise £Ni l  (31 January 2022: £63,351) rela0ng to the amor0sa0on of arrangement fees  on a revolving

credit faci l i ty.

 

17.  Subsequent events

O n 6 Apri l  2023, the Company declared a dividend of 0.5 pence per O rdinary Share, £606,513.90, in respect of the quarter

ended 31 January 2023, which was paid on 4 May 2023.

 

O n 11 May 2023, the Company, together with i ts  co-lenders , appointed an administrator over two of the companies

providing securi ty for the RoyaleLi fe loan.  This  i s  discussed further in the Chairman's  Statement, I nvestment Manager's

Report, the Accounting Pol icies  and in Note 3 and 5.

 
A LTERN ATIV E P ERFO RMA N C E MEA SURES



A LTERN ATIV E P ERFO RMA N C E MEA SURES
Performance Measure Definition Reason for Use
Weighted Average Loan
Coupon
 

The money weighted average rate of interest
being charged on each investment at the
relevant reporting date. 
 

To provide shareholders  with a
means to assess  whether the
interest payable on the
Company's  loans  reflects  the risk
of such loans; and whether this  i s
in l ine with the Company's
investment parameters  and
shareholders ' return
expectations.
 

Capital  Distribution
Per Share

The total  annual  Return of Capital  to
shareholders  divided by the number of
Shares  in issue (other than shares  held in
treasury).

To ass ist shareholders  in
assess ing the performance of the
Company in relation to i ts
Investment Objectives .
 

Weighted Average Loan
Maturi ty/ Portfol io
Weighted Average
Residual  Term
 

The money weighted average period from the
relevant reporting date unti l  the Company's
investments  reach their contractual
repayment date. 
 

To provide transparency to the
Company's  investment outlook
and l ikely level  of loan
repayments , and to ass ist
shareholders  in identi fying
whether the remaining duration
of the loans  reflects  their own
investment time frames.
 

Weighted Average Loan
to Value
Ratio/Portfol io
Weighted Average LTV

The money weighted average Loan to Value
ratio at the relevant reporting date,
calculated on the bas is  of the outstanding
loan amount for each investment as  a
percentage of the most recent Market Value
of the properties  securing each investment. 
 

To provide transparency to the
Company's  risk pos itioning and
to demonstrate compl iance with
the investment restrictions.
 

Current LTV The current Loan to Value ratio for each
individual  loan at the relevant reporting
date, calculated on the bas is  of the
outstanding loan amount for each
investment as  a  percentage of the most
recent Market Value of the property securing
the investment.

To provide transparency to the
Company's  risk pos itioning and
to demonstrate compl iance with
the investment restrictions.
 

Total  Income per Share
 

The total  income of the Company as
disclosed in the Statement of Comprehensive
Income divided by the number of Ordinary
Shares  in issuance at the relevant reporting
date.
 

To provide transparency to the
Company's  investment returns.
 

NAV per Share
 

The net asset value of the Company divided
by the number of Ordinary Shares  in
issuance at the relevant reporting date. 
 

To ass ist shareholders  in
assess ing the performance of the
Company over a  period in
relation to i ts  Investment
Objectives .
 

Dividend per Share
 

The total  dividends per Ordinary Share
declared and/or paid during the relevant
reporting period.
 

To ass ist shareholders  in
assess ing the performance of the
Company in relation to i ts
Investment Objectives .
 

Shareholder Total
Return s ince IPO

Share price movements  combined with
dividends paid on the assumption that
dividends have been reinvested.

To ass ist shareholders  in
assess ing the total  return earned
over the l i fe of the Company.

Share Price Premium /
Discount
 

The percentage di fference between the NAV
per share and the quoted price of each
Ordinary Share as  at the relevant reporting
date. 
 

To ass ist shareholders  in
identi fying and monitoring the
performance of the Company.
 

Percentage Capital
Invested
 

The aggregate value of the investments  at
amortised cost divided by total  shareholder
equity.  Where the figure exceeds 100%, the
investments  wi l l  be partia l ly funded by the
Company's  debt faci l i ty.
 

To ass ist shareholders  in
identi fying and monitoring the
performance of the Company and
the level  of gearing.

 
GLO SSA RY  O F C A P ITA L ISED DEF IN ED TERMS

"Administrator" means Ocorian Administration (Guernsey) Limited;

"A DMINISTRATION A GREEMENT " means the Administra0on Agreement dated 23 January 2013 between the Company and the

Administrator;

"Admission" means the admiss ion of the shares  to the premium l is0ng segment of the O fficial  List and to trading on the

London Stock Exchange;

"AEOI" means Automatic Exchange of Information;

"Affinity" means  Impact Spectrum Limited;



"AGM" or "Annual General Meeting" means the general  meeting of the Company;

"AIC" means the Association of Investment Companies;

"AIC Code" means the AIC Code of Corporate Governance;

"AIFMD" means the Alternative Investment Fund Managers  Directive;

"Annual Report" or "Annual Report and Financial Statements" means the annual  publ ication of the Company provided to the

shareholders  to describe their operations  and financial  conditions, together with their Financial  Statements;

"Articles of Incorporation" or "Articles" means the articles  of incorporation of the Company, as  amended from time to time;

"Board" or "Directors" or "Board of Directors" means the directors  of the Company from time to time;

"B shares" means a redeemable O rdinary Share of no par value in the capital  of the Company issued and des ignated as  a  B

Share of such class , and denominated in such currency, as  may be determined by the Directors  at the 0me of i ssue.  I ssued

for the purpose of returning capital  in accordance with Article 8;

"C APITAL D ISTRIBUTION P ER SHARE " means the total  annual  Return of Capital  to shareholders  divided by the number of Shares

in issue (other than shares  held in treasury);

"CMBS" means commercial  mortgage-backed securi ty;

"Code" or "C ORPORATE GOVERNANCE C ODE " means the UK  Corporate Governance Code 2019 as  publ ished by the F inancial

Reporting Counci l ;

"Companies Law" means the Companies  (Guernsey) Law, 2008, (as  amended);

"Company" means ICG-Longbow Senior Secured UK Property Debt Investments  Limited;

"Covid-19" means the global  coronavirus  pandemic;

"CRS" means Common Reporting Standard;

"ECL" means expected credit losses;

"EPS" or "Earnings per share" means Earnings  per Ordinary Share of the Company and is  expressed in Pounds Sterl ing;

"ESG" means Environmental , Socia l  and Governance;

"EU" means the European Union;

"Euro" or "€" means Euro;

"FATCA" means Foreign Account Tax Compl iance Act;

"FCA" means the UK Financial  Conduct Authori ty (or i ts  successor bodies);

"Financial Statements" means the audited financial  s tatements  of the Company, including the Statement of Comprehensive

I ncome, the Statement of F inancial  Pos i0on, the Statement of Changes  in Equity, the Statement of Cash Flows,  and

associated notes;

"FRC" means the Financial  Reporting Counci l ;

"FTSE" means the Financial  Times Stock Exchange;

"GDP" means gross  domestic product;

"GFSC" means the Guernsey Financial  Services  Commiss ion;

"GIIN" means Global  Intermediary Identi fication Number;

"Group" means the Company, I CG Longbow Senior Secured UK  P roperty Debt I nvestments  Limited together with i ts

previous ly whol ly owned subs idiary, ICG Longbow Senior Debt S.A (Luxco) which was l iquidated on 18 January 2022;

"GFSC Code" means the GFSC Finance Sector Code of Corporate Governance;

"IAS" means interna0onal  accoun0ng standards  as  issued by the Board of the I nterna0onal  Accoun0ng Standards

Committee;

"ICG" means Intermediate Capital  Group PLC;

"ICR" means interest coverage ratio;

"IFRS" means the I nterna0onal  F inancial  Repor0ng Standards, being the principles-based accoun0ng standards,

interpretations  and the framework by that name issued by the International  Accounting Standards  Board;

"Interest Cover Ratio" or "ICR" means the debt/profitabi l i ty ra0o used to determine how eas i ly a  company can pay interest

on outstanding debt;

"Interim Report" means the Company's  interim report and unaudited interim condensed financial  s tatements  for the period

ended 31 July;

"Investment Manager" or "ICG-Longbow" means ICG Alternative Investment Limited or i ts  associates;

"INVESTMENT M ANAGER A GREEMENT " means I nvestment Management Agreement dated 25 November 2020 between the

Company and the Investment Manager;



"IoD" means Insti tute of Directors ;

 "IPO" means the Company's  ini tia l  publ ic offering of shares  to the publ ic which completed on 5 February 2013;

 "ISAE 3402" means I nterna0onal  Standard on Assurance Engagements  3402, "Assurance Reports  on Controls  at a  Service

Organisation";

"ISIN" means an International  Securi ties  Identi fication Number;

"LBS" means LBS Properties  Limited;

 "LGD" means loss  given default;

 "Listing Rules" means the l i s ting rules  made by the FCA under section 73A Financial  Services  and Markets  Act 2000;

"London Stock Exchange" or "LSE" means London Stock Exchange plc;

 "LTV" means Loan to Value ratio;

"Luxco" means the Company's  whol ly owned subs idiary, ICG Longbow Senior Debt S.A.;

"Main Market" means the main securi ties  market of the London Stock Exchange;

"Management Engagement Committee" means a  formal  committee of the Board with defined terms of reference;

"Memorandum" means the Company's  memorandum;

"NAV per share" means  the Net Asset Value per O rdinary Share divided by the number of Shares  in issue (other than shares

held in treasury);

"Net Asset Value" or "NAV" means the value of the assets  of the Company less  i ts  l iabi l i0es , calculated in accordance with

the valuation guidel ines  la id down by the Board, further detai ls  of which are set out in the 2017 Prospectus;

"Northlands" means London & Gui ldford P roper0es  Limited, London & Weybridge P roper0es  Limited, Lamborfore Limited,

Northlands  Holdings  Limited, Peeble Stone Limited, Auldana Limited, Fel ixstow Limited, Richmond Lodge Construc0on

Limited, Piperton Finance Limited and Alton & Farnham Properties  Limited;

"NMPIs" means Non-Mainstream Pooled Investments;

"OBR" means  the Office of Budget Responsibi l i ty;

"Official List" is  the Premium Segment of the FCA's  Officia l  List;

"ONS" means Office for National  Statistics ;

"PD" means probabi l i ty of default;

"Quattro" means the C NM Estates  (New Malden) Limited, C NM Estates  (Ewel l  Road) Limited, C NM Estates  (Coombe Road)

Limited and CNM Estates  (Cox Lane) Limited;

"Registrar" means Link Asset Services  (Guernsey) Limited (formerly Capita Registrars (Guernsey) Limited);

"Registrar Agreement" means the Registrar Agreement dated 31 January 2013 between the Company and the Registrar;

"RevPar" means revenue per avai lable room;

"RoyaleLife" means the Time GB Properties  LendCo Limited;

"SCHEDULE OF M ATTERS " means the Schedule of Ma;ers  Reserved for the Board, adopted 23 January 2013, amended 25

September 2020;

"Southport" means the Waterfront Southport P roper0es  Limited and Waterfront Hotels  (Southport) Limited - now in

administration;

"Sq ft" means square feet;  

"UK" or "United Kingdom" means the United Kingdom of Great Bri ta in and Northern Ireland;

"UK Government Bond" means a  gi l t, a  type of bond issued by HM Treasury and l i s ted on the London Stock Exchange;

 "2017 Placing Programme" means the placing programme in connection with the 2017 Prospectus  publ ished in Apri l  2017;

"2017 P ROSPECTUS " means the prospectus  publ ished in Apri l  2017 by the Company in connec0on with the 2017 P lacing

Programme; and

"£" or "Pounds Sterling" means Bri tish pound sterl ing and "pence" means Bri tish pence.
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C AUTIO N A RY  STATEMEN T
 

The Chairman's  Statement and I nvestment Manager's  Report have been prepared solely to provide addi0onal  informa0on

for shareholders  to assess  the Company's  strategies  and the poten0al  for those strategies  to succeed. These should not be

rel ied on by any other party or for any other purpose.

 

The Chairman's  Statement and I nvestment Manager's  Report may include statements  that are, or may be deemed to be,

"forward-looking statements". These forward-looking statements  can be iden0fied by the use of forward-looking

terminology, including the terms "bel ieves", "es0mates", "an0cipates", "expects", "intends", "may", "wi l l" or "should" or, in

each case, their negative or other variations  or comparable terminology.

 

These forward-looking statements  include al l  ma;ers  that are not historical  facts . They appear in a  number of places

throughout this  document and include statements  regarding the inten0ons, bel iefs  or current expecta0ons of the Directors

and the I nvestment Manager, concerning, amongst other things , the investment objec0ves  and investment pol icy, financing

strategies , investment performance, results  of opera0ons, financial  condi0on, l iquidity, prospects , and distribu0on pol icy

of the Company and the markets  in which i t invests .

 

By their nature, forward-looking statements  involve risks  and uncertain0es  because they relate to events  and depend on

circumstances  that may or may not occur in the future. Forward-looking statements  are not guarantees  of future

performance.

 

The Company's  actual  investment performance, results  of opera0ons, financial  condi0on, l iquidity, distribu0on pol icy and

the development of i ts  financing strategies  may differ materia l ly from the impress ion created by the forward-looking

statements  contained in this  document.

 

Subject to their legal  and regulatory obl iga0ons, the Directors  and the I nvestment Manager express ly discla im any

http://www.lbow.co.uk


Subject to their legal  and regulatory obl iga0ons, the Directors  and the I nvestment Manager express ly discla im any

obl iga0ons to update or revise any forward-looking statement contained herein to reflect any change in expecta0ons with

regard thereto or any change in events , conditions  or ci rcumstances  on which any statement is  based.

 

ICG-Longbow Senior Secured UK Property Debt Investments Limited

P.O. Box 286

Floor 2, Trafalgar Court

Les  Banques, St Peter Port, Guernsey

GY1 4LY, Channel  Is lands.

 

T +44 (0) 1481 742742

F +44 (0) 1481 742698

 

Further information avai lable onl ine:

www.lbow.co.uk

 

 

 

This information is provided by RNS, the news service of the London Stock Exchange. RNS is approved by the Financial Conduct Authority to act as a
Primary Information Provider in the United Kingdom. Terms and conditions relating to the use and distribution of this information may apply. For further
information, please contact rns@lseg.com or visit www.rns.com.

RNS may use your IP address to confirm compliance with the terms and conditions, to analyse how you engage with the information contained in this
communication, and to share such analysis on an anonymised basis with others as part of our commercial services. For further information about how
RNS and the London Stock Exchange use the personal data you provide us, please see our Privacy Policy.
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