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Overview
Blackfinch Investments Limited (“Blackfinch” or “the Manager”) is raising funds for “Blackfinch
Adapt IHT Portfolios” (or “the Service”), an evergreen BR-qualifying opportunity. Investors will be
allocated across three underlying investee companies operating in renewable energy and
secured lending businesses. The Service provides investors with the option to choose either the
Growth or an Income option. The Offer opened originally on the 1st November 2013.

Investment Details:
Score:

85

Offer Type

Evergreen

IHT Strategy

Generalist

BR IHT AUM (Pre-Offer)

£71 Million

Manager AUM

£264 Million

BR Risk Level

Medium-High (Growth)
Medium-Low (Capital Preservation)

Investment:
Minimum subscription

£25,000

Maximum qualifying subscription per tax year

n/a

Early bird discount

Yes

Closing Date:
Evergreen – No Closing Date

This document verifies that Blackfinch Adapt IHT has successfully completed our
independent due diligence process, having passed through all stages of the
governance process in the run-up to the report’s publication on the date listed
below. It has therefore been awarded the MJ Hudson Cornerstone Trustmark.
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Risk Warning for BR IHT Schemes
Individuals should always read and bear in mind the ‘Risk Warning’ notices that are included
within providers’ investment offer literature/documentation, including Prospectuses,
Information Memorandums, Securities Notes, Brochures and other related marketing literature.
While the following list is by no means exhaustive, some of the main risks to be aware of are:


Investments may be made in small, unquoted companies and/or partnerships, and should be considered as high
risk;



Investments may be highly illiquid and difficult to realise. Realisations and distributions could be further delayed
if a substantial proportion of the investors in a product/service wish to exit around the same time;



A BR IHT investment should be viewed as a long-term investment;



Legislation, together with the nature and level of tax reliefs, is subject to change. There can be no guarantee that
investments will be eligible or remain eligible for business property relief;



Past investment performance is not and never should be used as a guide to future performance. The value of your
investment may go down as well as up;



Investment strategies employed by various managers differ from each other. Individuals should ensure that they
understand the nature and inherent risks of the product/service for which they are considering a subscription;



BR IHT insurance options may have exclusions and termination/renewal dates;



BR IHT investments should only be undertaken by sophisticated investors who understand and have given careful
consideration to the underlying investment strategy and associated risks. For help in determining potential
investment suitability, we recommend that professional advice should be sought.

NOTE: Please be aware that the Manager mentioned in this report purchased the rights to distribute our report
only (no payment was taken to undertake the research which is fully independent). To access full research
services, including further tax-advantaged investment research reports, which can be used for the purpose of
investment advice, please visit www.advantageiq.co.uk where both individual reports and subscriptions are
available for purchase.
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Executive Summary
MANAGER:
Blackfinch Investment Limited are an investment manager based in Gloucester. After parting ways with their Austrian
parent company in 2016, they have increasingly sought to grow by providing products in the tax-advantaged market,
including the Service under review. Although no longer eligible for tax reliefs because of recent rule changes, they
have experience in managing a media EIS, raised £25.6m into an asset-backed EIS (split across leisure, construction,
storage and shipping sectors), as well as currently offering a ventures based EIS. In 2018, the Manager mainly
focussed on the launch of a non-tax-advantaged Service, which is now established and has raised £27 million in its
very early launch stages. They have an AUM of £264 million, and have plans to grow considerably over the next few
years, with the target of reaching £1 billion by 2020, although in practice this will require a significant improvement
in fund raising.

PRODUCT:
Blackfinch Adapt IHT Portfolios was launched in July 2014 and invests in three companies: Lyell Trading Limited,
Henslow Trading Limited, and Sedgwick Trading Limited. Lyell Trading specialises in property development
financing, Henslow Trading provides asset-backed lending, and Sedgwick Trading focusses on the creation of
renewable energy generation sites, particularly solar and wind power. The Service offers the choice of either placing
a greater emphasis on capital preservation or growth, with the difference being the specific allocation of funds into
each of the investee companies. For capital preservation portfolios, 30% of funds are invested into Lyell Trading, 30%
into Henslow Trading, and 40% into Sedgwick Trading. For growth portfolios, the allocations are 60% into Lyell
Trading, 20% into Henslow Trading, and 20% into Sedgwick Trading. Blackfinch have stated that it is unlikely, though
not impossible, that another company will be added to the portfolio.

SUMMARY OPINION:
Though they have only in the last few years become independent from their Austrian parent company, Blackfinch
have built a strong reputation within the tax-advantaged space, and their BR Service is well-established, having been
established before the Manager became independent. The financial stability of the Manager has continued to grow
over time, whilst Blackfinch have created a well-developed formalised governance system.
The Investment Team is experienced within their sectors, and the investment strategy leverages this experience well.
The option for investors to choose between a capital preservation and a growth portfolio is a feature of the strategy
that might appeal to some investors, however the growth portfolio is unlikely to deliver the level of expected returns
of a pure growth BR strategy. The returns since the inception of the Service, are consistent with those targeted for
the capital preservation strategy however the returns for the growth portfolio have not been able to reach their
stated target even though this is relatively low compared to many growth strategies. Having said this, the Service can
point to an established track record of returning cash to investors. Whilst the strategy is very sector focussed, within
each of the two sectors (real estate and renewable energy), each of the investments is backed by a different asset
which gives some limited diversification benefits. The due diligence carried out on new investments and projects,
and the selection process of these projects, is thorough and well-thought out. The risk management process is robust
and appropriate for the strategy. Whilst the tapering and the hurdle on the annual management charge is a good
alternative to a performance fee, the service fee charged on the investee companies is not treated in the same way.
Thus the ongoing fees charged on funds invested are more equivalent to those charged by other BR Services than is
apparent from looking at fees charged directly to investors.
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Positives
AT THE MANAGER LEVEL:


Since Blackfinch’s new ownership team assumed responsibility for the Manager and it relinquished its
interest in managing Traded Endowment Policies, to concentrate primarily on the tax-advantaged sector,
fundraising in this space has picked up and, with further investments made into the Manager’s business
development function, fundraising should grow in the future;



The Manager has made several new hires on the business development side of the business, which bodes
well both for fundraising capacity but also for investor servicing and communications;



Senior management have a substantial ownership stake in the business, which aligns them somewhat with
the success of their main products;



The Manager recognises the need to grow the infrastructure to keep up with increases in headcount and
products offered, and has already undertaken steps to help enable the Manager to grow without incident in
terms of this necessary support in realising the Manager’s ambitious growth plans;



The independent members who sit on the investment committee and the restructuring of the governance
structure to build in more checks, for example, between the compliance function and the investment
function, is a welcome development;



The Manager has increased its operating profits over previous years, giving it financial headroom to further
invest in the firm’s future growth;



The Manager has identified three new products which they intend to launch over coming years that should
help the Manager diversify away from a reliance on simply the tax-advantaged space, and have recently
launched one new product which has already raised £27 million with more money pledged for Q1 2019.

AT THE PRODUCT LEVEL:


The Investment Team is well resourced and team members have a depth of experience relevant to their
given sectors. Consequently, the Team have developed networks of contacts which they can leverage for
access to new projects;



The Team is subdivided into a property team and a renewable energy team, such that the team members are
best utilised in the relevant sectors, and can be supported by the necessary back-office staff for that sector;



The Service allows investors to choose between a capital preservation and a growth portfolio. This is
achieved via different weightings towards the investee companies for both of the portfolios. Offering this
choice allows investors to have a portfolio that better matches their individual risk-reward aims;



Whilst there are only three investee companies, the large number of projects spread between different subsectors gives a more diversified portfolio than is at first apparent. This helps to limit the impact of any asset
specific risks;



The wide range of due diligence documents that Blackfinch have provided MJ Hudson Allenbridge show the
depth of analysis that they carry out for potential investments;
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The risk management controls implemented by Blackfinch are appropriate for the size and strategy. Indepth due diligence, along with ongoing monitoring of each project allows for risk mitigation, and helps the
Investment Team to be able to react to any potential issues as they arise;



Blackfinch has a lower annual management charge [“AMC”] than its competitors. That they do not charge
the AMC unless they meet the return targets, and even then charge it on a sliding scale, creates a pseudoperformance fee incentivising the Team to meet the return targets, but not pushing them to take undue risks
to achieve growth beyond this, as a standard performance fee (which Blackfinch do not charge) would do
although it should be borne in mind that the Manager does charge an ongoing fee to the investee
companies;



Based on the performance data from inception, the 4% net return target of the capital preservation portfolio
is consistent with that achieved to date, albeit against what might be considered a reasonably benign
economic backdrop of low interest rates and steady growth.

Issues to consider
AT THE MANAGER LEVEL:


The Manager’s Assets Under Management fell sharply on a one-off basis as it has moved away from Traded
Endowment Policy funds, but has risen impressively since the Manager renewed attempts to establish itself
in the tax-advantaged space;



While the Manager’s growth in tax-advantaged products has been impressive over the last few years, there
has been a lot of change in a short space of time: a recent office move from Malvern, a proposal to purchase
an additional adjoining space at their new location, as well as some turnover in staff both leaving as well as
several new hires. This could pose a challenge in terms of integration into the Manager’s teams and wider
culture;



Blackfinch’s growth targets are ambitious, they want to increase AUM from £264 million to £1 billion by
2020, which could be considered challenging and might distract management from focussing on identifying
sound investments;



Blackfinch already manages a wide array of products relative to its peers and has plans to launch several
more in the coming months.

AT THE PRODUCT LEVEL:


Not every team member is dedicated full time to the BR team. Notably Richard Simmonds’ position as Chief
Investment Officer especially means that the team is less substantial as it at first appears;



The growth portfolio is targeting returns of 6% which is toward the higher end of the spectrum, and
although gross returns of 5.57% are above many peers in the market, it is below target;



The portfolio solely invests in the renewable energy, and real estate sectors. Even though there is a wide
range of investments within these sectors, the portfolio is still left open to being strongly impacted by
sector-specific risks;
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The charges Blackfinch levy on the investee companies counter-balance the low AMC, and this is not
deferred until return targets are met. This means that the fees are closer to industry standard fees than they
at first appear and charging fees to investee companies creates conflicts of interest and the potential for a
lack of transparency;
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Manager Quality
Manager Profile
Blackfinch Investments Limited (“Blackfinch”) was founded by Richard Cook in 2013, being known as Neville James
up to that date. Historically, Neville James belonged to a UK Group (“The Blackfinch Group” or “The Group”) which
specialised in Traded Endowment Policies (“TEPs”) and which was founded in 2004 by Richard Simmonds, as
Managing Director, and Richard Cook as a partner and COO. The company grew as an asset administrator and broker
over this period and, after the credit crisis of 2008, the company evolved to provide UK-based private portfolios for
high net worth individuals. Currently the Manager offers SEIS, EIS and estate planning products, has syndicated
investments for existing investors, and is developing a product offering for institutional investors. Approximately 17%
of the assets of the Manager are currently in EIS and SEIS products, and the growth in fundraising for the Manager’s
BR products has been especially impressive.
The Management Team is made up of Richard Cook, as the group’s CEO, Richard Simmonds as CIO and Jerry Price, as
the Chief Distribution Officer. The Manager has a total headcount of 63 employees and is headquartered in Gloucester
(after moving from Malvern), they have no other offices. The Group is primarily owned by the two corporate
directors and their families: Richard Cook with 53%, Richard Simmonds with 24.5%, Ingeborg Heins with 18.5%,
Baldenhall Consulting with 2% and Stone Barn Consulting Limited (owned by Richard Cook) own an additional 2%
each.
The assets under management of Blackfinch saw a sharp and immediate drop two years ago. The Manager has stated
this is principally down to part of a transition agreement that saw the current Directors take over the business from
the previous Austrian shareholders at the end of 2016. The agreement saw the cessation of Blackfinch’s management
of a majority of institutional Traded Endowment Policy funds which contributed greatly to their AUM figures.
Blackfinch has therefore concentrated its efforts and resources on the creation and management of its taxadvantaged product range, servicing the needs of UK investors via the IFA market. Blackfinch’s management believes
this focus will give it the capacity to further grow this core offering into the wider IFA market.
C H A R T 1: FI R M A UM AS A T SE P T E MB ER 2 01 8 ( £ MI LLI ONS)
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Dec-17

Sep-18

As of 30th September 2018 Blackfinch has an AUM of £264 million; the Manager hopes that its AUM will continue to
grow and is targeting a figure of around £1 billion by the end of 2020. This is an ambitious target for growth,
although detailed planning by the Manager to reach this target, shared with MJ Hudson Allenbridge, does at least
suggest there is a plan to achieve the target. The approximately £27 million already raised for the Manager’s
Managed Portfolio Service also serves as a further data point to support the Manager’s ability to raise funds
effectively, albeit at a level well below that required to meet their target. The Manager intends to diversify away from
tax-advantaged products into other investment markets by the end of 2018 and into 2019, with new products
including:
T AB L E 1: FU TU R E P R O DU C T L AU N C H ES B Y B LA CKF IN C H G R O UP
P RO DU CT

TA RG ET
R AI S E

TIM E
P ER IO D

DE T AIL S

TA RG ET

UK Farmland
Investment Fund

£80 million

2-3 Years

Structured as a Property
Authorised Investment Fund
(PAIF)

Private client, institutional and
retail channels, available
through SIPP and ISA.

Managed
Portfolio Service

£150
million

3 Years

Risk rated, discretionary
investment into risk adjusted
model portfolios

Private client and retail
channels, available through
SIPP and ISA.

Ventures EIS
Fund

£50-60
million

3 Years

Focused on risk-based, R&Dheavy, technology-based
investee companies

IFA networks, private banks
and wealth managers.

Bond Offering

£TBD

TBD

Focused on property lending
listed bonds.

IFA networks, private banks
and wealth managers.

Source: Blackfinch; AdvantageIQ

Future expansion into product lines such as these will require considerable growth in terms of staff and office space.
The Manager said that they intend to acquire more office space (through acquiring a space in the same office park)
and increase total headcount to around 95 employees to grow in line with its ambitions.
At the time of writing tax-advantaged products account for the majority of the Manager’s AUM as opposed to Traded
Endowment Policies (TEPs). The TEP part of the business is administered and serviced by the legacy relationship with
the Manager’s ex-parent company. This relates to payment of premiums, servicing queries, collecting and checking
bonus rates, and collecting maturity payments. This agreement runs off over the coming two-three years as policies
mature. Revenue from this side of the business is minimal and was a function of the Management Buyout agreement.
There would be no impact on the business if this relationship was to finish immediately and the resource impact on
the team is also negligible as execution is largely system-driven.
The Manager currently offers a number of products (EIS and BR IHT), with the latter being the largest in terms of
AUM. Blackfinch’s SEIS and EIS products include Blackfinch Media EIS Portfolios (£18.7m AUM), Blackfinch SEIS Music
Portfolios (£0.8m), Blackfinch AFEIS Portfolios (£25.6m), and Blackfinch Wealth Ventures (£1.2m). Blackfinch’s three
IHT products Blackfinch IHT Portfolios (£77.5m), Blackfinch AIM IHT Portfolios (£12.4m), and Blackfinch Thrive CMS
(£7.2m). Listed as “Other” in Chart 2, below, are the TEPS (£110m) and Blackfinch’s Managed Portfolio Service
(£24.2m). The Manager told MJ Hudson that it was contemplating launching a VCT in the medium-term future. The
number of products on offer is significantly greater than many of its peers with similar AUM and could lead to a lack
of focus and/or conflicts of interest between those products.
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C H A R T 2: AS SE TS UN DE R M AN A GE M EN T BR EA KDO W N AS AT N O V EM BE R 2018.
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Note: Blackfinch; AdvantageIQ

In terms of client services, Blackfinch has a dedicated team of 20 individuals, which is currently run by Jerry Price,
who worked for many years in Business Development for Octopus. Jerry is looking to increase the number of
Business Development Managers to 22 over the next few months to better manage workload and increase the
Manager’s geographical footprint, as it strives to reach its goals to increase rapidly its assets under management.
Investor communications take place via quarterly reports and valuations, with commentary on investment
performance and underlying trading activity. As the investment and marketing teams both grow this year, the
company aims to create regular newsletters to constantly evolve and improve their service and communication.
Blackfinch is regulated by the FCA. As such it is subject to FCA rules which require them to manage conflicts of
interest fairly and in the best interests of investors. The Manager has an in-house compliance team and detailed
compliance procedures in place to meet FCA requirements. Having reviewed these procedures, we found them to be
adequate for a Manager of this size. The Manager has only received two complaints which required escalation to the
Financial Ombudsman Service (FOS) in the last twelve months, one of which have been found in favour of the
Manager by the Ombudsman, the second relating to an incorrect valuation listed on a statement which was
corrected (although the valuation had already been submitted to the client's accountant). The Manager reimbursed
the client for the Accountants fee and also provided a voucher to both the adviser and client as a way to repay them
for the time they had spent resolving this.
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C H A R T 3: F UN DR A ISI N G T RA C K RE C O RD
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As shown by the chart above, over the last four years, the Manager raised funds at a growing rate, helping to fund the
expansion of the firm but well below the growth required to meet their AUM target in 2020. The Manager stated that
this is due to new product launches and investment into their business development function. Based on the plans
shown to us by the Manager, and the investment undertaken into the team and support functions, the Manager
expects AUM to increase quickly over the next few years.
Overall, we believe the Manager to be successfully operating with its current structure and to be developing well.
Furthermore, Blackfinch is developing new products, with the relevant addition of resources, to make new
opportunities available to investors. This is also a positive move in terms of continuing to limit any concentration
risk. Although launching new products comes with its difficulties, the Manager is ensuring it is well-equipped in the
long term to remain successful in an increasingly competitive market. In addition, rapid growth comes with its
challenges such as the integration of a new team and dealing in new product space. In order to assist with its growth
and hiring process, Blackfinch is currently looking to add a senior HR Director which is encouraging, however
further challenges will be faced by the Manager with expansion at this rate.

Financial & Business Stability
As previously stated, Blackfinch Investments Limited (previously Neville James) was 100% acquired by Blackfinch
Investment Group International Limited in January 2010 and remains a 100% subsidiary. The Manager was owned by
an Austrian holding company up until 2016, when Richard Cook and Richard Simmonds & Family purchased the
shares of the other owners and became joint owners of the business.
Regarding financial stability, the Manager has grown in revenue and operating profit at a particularly consistent rate
over the last five years, which have run parallel to their expansion in number of employees and a larger scale
operational office.
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T AB L E 2: K E Y F IN A N C IAL ME T RI CS SU M M AR Y OF BL A CKF IN CH I N V ES TM EN TS LI MI T ED
( £ ' 0 0 0)

2017

2016

2015

2014

2013

Revenues

3,022

1,241

1,043

405

337

Operating Profit

1,133

618

652

81

(8)

Net Profit Margin

30%

39%

50%

14%

-3%

Net Balance Sheet Assets

2,386

1,486

999

482

424

Debt to Assets Ratio

27%

8%

5%

8%

10%

Net cash flow from Operating Activities

157

35

-

-

-

Source: Financial statements of Blackfinch Investments Limited for the financial year ending 31 October 2013, 31 October 2014, 31 October 2015,
31 October 2016 and 31 October 2017.

In 2013 the Manager ceased to promote its Traded Endowment Policy portfolios due to legislative change regarding
the products’ tax status. Previously, the policies were subject to Capital Gains Tax and could be utilised for profit
within an annual allowance. They then moved to income tax and the computation made the investments
unattractive. In 2016, the Manager ceased to promote its Music SEIS Portfolios due to changes in the sector and how
revenues were driven and collected, as well as the scale of the product not being in line with the Manager's own
growth of inflows. In 2018, the Manager discontinued fundraising for some of its previous EIS products, including a
media offering and another which had an ‘asset-backed’ investment strategy.
In terms of senior management, Richard Cook, Richard Simmonds and Jerry Price have all worked together for over
five years, and the firm has made a number of senior hires in the last year or two in order to facilitate the aggressive
growth plans of the management team. In addition to this while this growth is to be welcomed, and the ambition
shown is admirable, it will likely mean more change over the next few years as the organisation grows.

Quality of Governance and Management Team
The Manager outlined their governance structure as below in AdvantageIQ
T AB L E 3: O V E RSI G H T C OM M IT T EE S / WO RKI N G G RO UPS

COMMITTEE

DETAILS
Mandate: Responsible for scrutinising all deals which are arranged and executed within
the underlying trading companies.

Investment
Committee

Members: Gregor Robertson (Leisure); Chris Stutter (Construction); Jamie Dellow
(Construction); Terry Back (Media) Paul Chivers (Energy and Banking); Rupert Christie
(Media) Andrew Troughton (Lending and Valuations) Admiral Rix (Shipping); Richard Cook
(CEO); Richard Simmonds (CIO); Stefan Agopsowicz (Senior Investment Manager); Ian
Brown (Media).
Frequency: Weekly

Risk Committee

Mandate: Review key risks within the products and businesses which we manage, as well
as the corporate risks, the committee is tasked with ensuring that the company and
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products are aware of these risks and have processes and mitigation strategies in place
where possible
Members: Richard Cook, Richard Simmonds, Hamish Masson, Rebecca Copsey, Jerry
Price and Robert Stainsby
Frequency: Quarterly

Mandate: To deal with any conflicts which may arise in line with the conflicts policy
Conflicts Committee

Members: Richard Cook, Richard Simmonds, Hamish Masson, Jerry Price and Robert
Stainsby
Frequency: As and when required

Systems and Controls

Mandate: To review the oversight and monitoring of the company's systems and
controls. Ensure that TCF processes and principles are being followed and adhered to.
Address any known breaches and focus on improvement of processes to prevent in
future. Focus on resource to ensure that the company can perform in line with client
service targets and FCA rules.
Members: This committee used to exist before there was an independent compliance
officer. It no longer exists but will be brought back if required.
Frequency: Monthly

Source: Blackfinch; AdvantageIQ

We view the governance approach of the Manager as good for a manager of its size. We reviewed minutes from the
Investment, Risk, and Conflicts committees and found them detailed and suitable for purpose. While both Richard
Simmonds and Richard Cook serve on all of the committees, on top of their broader vital management roles, we
regard this as appropriate for a manager of this size although, if the stated growth targets are achieved, a more
formal spread of responsibilities in terms of some of these may well be required. The Manager showed MJ Hudson
Allenbridge minutes of the main governing committees, and we found them to be suitable for committees of this
kind. We particularly appreciate the separate compliance function and the separation of the risk committee and
investment function.
Blackfinch’s management team seem well-qualified for the task and show good knowledge of the opportunities and
challenges of running a firm of this kind. Their ownership role, and the fact that they have worked together for a
while, are both strengths in terms of thinking of alignment and their likely continued stewardship of the firm into the
future.
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Product Quality Assessment
Investment Team
There are nine individuals directly and primarily involved with the assessment of opportunities and management of
the portfolio (“the Team”). The Team is split between the IHT Asset-Backed Lending and Property Development Team,
and the IHT Energy Key Team. The former consists of David Higson (senior investment manager), John Hartigan
(Investment Manager) Nicola Mayes (Assistant Investment Manager) and three Investment Analysts, along with
Richard Simmonds (Chief Investment Officer), who is less involved than previously. They are supported by a two
person finance team led by Chris Osipiuk (Fund Accountant), and the three person Investment Legal Team. The
Energy Key Team consists of Guy Lavarack (Investment Director), and Jolyon Ridgewell (Investment Manager), and is
supported by the Energy Monitory Team consisting of Sonya Nobles (Assistant Fund Accountant), and the Admin
Support Team, as well as the Investment Legal Team. David Higson spends the majority of his time working on BR
(95%), but will also spend a minority of his time with the EIS construction investments (5%). The support teams, and
Richard Simmonds split time with a range of other Blackfinch Services.
The Team has a depth of experience in industries relevant to the strategy each Team Member is involved with.
Richard Simmonds, and David Higson have both had a history of involvement with property investments, which
Blackfinch points to as a crucial aspect of their competitive advantage, and of crucial importance to property
development finance. The Energy Team also boasts a depth of relevant experience, though not quite as much as the
property team. The core investment team have worked together since Blackfinch began its tax-advantaged
investment funds in 2014. However, Jolyon Ridgewell only joined the team in March 2018, whilst David Higson joined
a year earlier. Both have investment experience within their specific sectors from before joining Blackfinch, and by
now they both should have been integrated well into the Team. In the future Blackfinch plan to increase the overall
number of employees, aiming to significantly expand the sales, operations, and legal teams, which will increase the
support provided to the Investment Team. The Manager is looking to expand the property sector team, and the EIS
teams as well; the former of these Investment Team changes will have a direct impact on the BR team, however the
impact of the latter will be minimal. The Team structure was created to provide inbuilt redundancy such that if any
investment manager were to step away from the Team, there would be someone to replace them. Through this
Blackfinch have reduced key man risk without having gone so far as to create an over-sized Team.
We are satisfied with the organisation, structure, and credentials of the Team. It is well resourced for the strategy
being followed, and has a good level of support from the back-office and legal teams. The Team has been working
together for almost five years, with Richard Simmonds and Richard Cook having worked together for 13 years. That
the Team is dedicated to the BR portfolios is of further importance. Overall, the Team is very well resourced and has
the relevant mix of experience to effectively execute on deals to the stated mandate.
We present the biographies of key members of the investment team in the appendix to this report.

Investment Strategy & Philosophy
The Blackfinch Adapt IHT Portfolios (the “Service”) are split into two model portfolios: Capital Preservation and
Growth, though the latter aims to combine growth and capital preservation to be more of a mixed portfolio. Each
model portfolio has access to the same underlying businesses, however the allocations change based on which
strategy is chosen. Capital preservation portfolios have a more diversified, even spread of allocations, whilst growth
portfolios are weighted towards those businesses thought most likely to provide higher returns at greater risk to
capital. Each investor will invest in three operating companies, with each company specialising in a different sector.
Each of the two strategies invest differing proportions of funds into each of the subsidiary companies. These
companies are Lyell Trading Ltd, specialising in property development finance; Sedgwick Trading Ltd, specialising in
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renewable energy investments; and Henslow Trading Ltd, which engages in asset-backed lending. The typical capital
preservation portfolio is split 30%, 40%, 30% between these companies, whilst the typical growth portfolio is split 60%,
20%, 20% between the three. It is this mixture that Blackfinch points towards as their unique selling point, as it allows
the Investment Team more flexibility in how they approach the needs of the investor. By tweaking the proportions
each portfolio holds in each of the operating companies, different risk and growth profiles can be met. Blackfinch
may, in the future, introduce other sectors if they believe it will provide benefits to each of the portfolios, and the
investment committee believe that the extra diversification will provide significant benefits to investors.
C H A R T 4: IN TE ND ED C A PI T AL PR E SE R V A TI ON PO R TF OLI O C OM P OSI TI O N B RE AK DO W N

30%
40%

30%

Lyell Trading Limited

Henslow Trading Limited

Sedgwick Trading Limited

Source: Blackfinch; AdvantageIQ

C H A R T 5: I N TE NDE D G RO W TH P OR TF OLI O C OM PO SI TI O N B RE AK DO WN

20%

20%

Lyell Trading Limited

60%

Henslow Trading Limited

Sedgwick Trading Limited

Source: Blackfinch; AdvantageIQ
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In general, Blackfinch will seek to meet redemption requests by matching these with new subscriptions. In certain
cases, such as large withdrawals, the Manager has stated that they may need to institute a share buyback policy.
Approximately 10% of portfolio money is planned to be held in cash to provide further liquidity to allow for
redemptions without the need for asset disposals (although we understand that to date, all investor redemption
requests have been met by incoming investors). If loan repayments need to be used for liquidity, the short-term
nature of these allows for a reduction in replacement deal flow to facilitate this.
The intention of the split for the capital preservation portfolios is to spread investment risk through a diversity of
sectors such that any market issues specific to one sector will have a diluted effect. The aim is to create a portfolio
which benefits from the relative liquidity of property development finance, and asset-backed lending, with the more
stable valuations found in the less liquid investments into renewable energy. Within this portfolio, the investment
philosophy is conservative, with a target net IRR of 4%. In order to reach this, a gross IRR of 6.91% to 7.65% is required
in order to pay costs and services fees (including those due to the Manager), corporation tax, and the Blackfinch’s
annual management charge (only taken after the client has received 4% net IRR).
For the growth portfolios, the intention is to provide a greater weighting towards property development finance, as
this provides the opportunity for higher returns and greater liquidity of investments. Investors will still gain access to
Sedgwick Trading Ltd, and Henslow Trading Ltd to provide risk mitigation, as the capital preservation aspects of the
strategy and to ensure that the BR status of investments is not put at risk. The Manager aims for a net IRR of 6% with
this portfolio. This requires a gross IRR of 9.38% to 10.12%, in order to pay the costs as outlined with the capital
preservation portfolio.
The strategy followed by Lyell Trading Ltd is the highest risk, and highest growth, of the three operating companies.
It engages in property development deals, which involves the lending of money to companies for new building
projects, redevelopments, and major renovation works. The company provides developers with 6-24 months of
funding to construct new build schemes, or convert existing buildings, with such projects being sold on the open
market after completion. Lending is secured on a first charge basis against land and buildings with planning
permission, or development rights. Such securities are independently valued. Personal guarantees are provided by
developers, allowing Blackfinch to call upon the personal assets of the developers in the event of default. All such
loans go through a strict credit policy as part of the due diligence process.
Each developer typically seeks between £500,000 and £10 million of finance, whilst Blackfinch seeks to provide £2
million to £6 million per deal. The cost of due diligence on each deal means that anything much lower does not bring
the returns that Lyell seeks. The average net loan-to-value (LTV) ratio of each deal is 65%, though they will
occasionally consider up to 75%. Blackfinch sources potential deals through its network of contacts, who it calls its
‘preferred partners’ who have a depth of experience within the industry that has allowed them to build substantial
networks of their own. The range of projects allows the company to diversify within its sector, through providing
finance for a wide variety of different developments with different purposes, and each property can be acquired by
businesses in a variety of industries looking at residential, commercial, and leisure property. Each project is overseen
by both external and internal property and construction lawyers, and surveyors who ensure that each project is
progressing as planned, and will be seen to completion. Whilst this oversight will cost Lyell Trading, it reduces the
risk of each project and complements the pre-deal due diligence undertaken by the company.
Blackfinch does not take a London-centric view of these investments, instead they are willing to facilitate such deals
across large parts of the country. They tend to stick to regions in which they have experience dealing with property
development projects, most notably London, the north of England, and parts of Scotland (Edinburgh, Glasgow, and
Aberdeen). They are willing to provide finance for projects outside of these areas, but only if the deal quality
outweighs the disadvantage of lack of experience in the region.
Blackfinch sees much room to continue scaling this operation far beyond the amount of financing that they currently
provide. This would allow them to continue with the same strategy for property development loans even as AUM
grows.
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Sedgwick Trading Ltd invests in new renewable energy generation sites. These sites are retained for the long term by
Blackfinch. The renewable energy projects benefit from government-backed subsidies, with the Manager giving the
specific example of Feed-in Tariffs (FiTs), however the scheme is closing to new applicants from 1 April 2019 and, in
recent years, and renewable energy subsidies have declined in the UK, though the value of renewable energy
projects outside of subsidies remains. The FiTs that Blackfinch’s renewable energy sites benefit from have been
guaranteed for 20 years. Blackfinch often builds its renewable energy sites using assistance from reputable banks to
finance the construction costs. All solar parks currently held by Sedgwick having been built using such assistance.
This allows Blackfinch to take advantage of external legal, technical, and due diligence sign off that is carried out by
the banks. Over time, client funds can be used to reduce this debt. The max gearing ratio of the company is 65%. Due
to the capital preservation strategy, large scale gearing is not the objective of the company. So far, Blackfinch owns 4
solar farms, 24 solar roof tops, and 3 wind farms. Each year, the Team review between 7 and 10 deals, choosing to
invest in 2 to 3. These investments are far less liquid than the investments in Lyell, and they have less growth
potential. On the other hand they have, to date, provided much more stability in value, helping with capital
preservation.
Henslow Trading Ltd engages in asset-backed lending, providing structured finance for business and property
transactions. Such lending is normally undertaken within sectors, and with partners, which the Manager feels are
well-established. For most deals, Blackfinch arrange a first charge security over assets, most commonly residential or
commercial property, which lasts until the capital is repaid. The lending is over a shorter period than that of Lyell,
with asset-backed lending lasting only 6-12 months, which helps the BR portfolios with liquidity, as well as ensuring
that BR qualification is maintained, and risk is reduced.
In general, the three investing strategies adopted by Blackfinch seek firstly (and unsurprisingly) to maintain BR
qualification. This is, obviously, of vital importance to clients. More widely, each strategy seeks to provide its own
unique liquidity, risk, and growth profile. This allows Blackfinch to offer investors the choice between a capital
preservation, and a growth portfolio, however that the growth portfolio, is mainly invested in debt and includes
aspects of capital preservation so may disappoint those looking for a truly growth-focussed strategy.
Overall, the investment strategy is well-thought out, and has much to commend it. The two sectors of the investment
strategy (real estate, and renewable energy) are based on the sectors with which the team members have the most
experience, though not all of these team members work on the Service full-time. On top of this, the flexibility offered
by the companies is another advantage of the strategy.

Pipeline/Prospects and Current Portfolio
As at 31 November 2018, the capital preservation and growth strategies had assets under management of £71 million,
split between the three companies of Lyell Trading Limited, Henslow Trading Limited, and Sedgwick Trading Limited.
The Property Development loans of Lyell has 21 development loans as of the end of October totalling a balance of £32
million, whilst Henslow has 13 loans totalling a balance of £16.9 million. As at November 2018, Sedgwick Trading
Limited has holdings in 31 separate renewable energy investments, including 24 commercial rooftop solar sites, four
ground mounted solar sites and three onshore wind farms, although there is a roughly equal split in asset value
between solar and wind production with renewable energy assets totalling £22 million. The below table shows the
split between debt, equity, and cash holdings over the whole of the capital preservation portfolios, and the growth
portfolios. The equity investments are solely those investments made into Sedgwick, whilst the debt from those
investments made into the property development loans, and asset-backed lending, thus the differences in split
between the two portfolios is unsurprising.
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C H A R T 6: P O RT FOL IO C O MP OSI T I O N B RE A KDO W N AS A T NO V E MB ER 2 018 , C A PI T AL
PR ESE R V A TI ON P OR TF OL I O

8%

37%

Debt

55%

Equity

Cash

Source: Blackfinch; AdvantageIQ

C H A R T 7: PO R TF OL I O C O MP OSI T I O N B RE A KDO W N AS A T NO V E MB ER 2 018 , G RO W TH
PO R TFOL IO

10%
18%

72%

Debt

Equity

Cash

Source: Blackfinch; AdvantageIQ

As with all BR Services, each investor has their own portfolio of investments. However the investment strategy of this
Service, outlined above, is such that most portfolios will reflect the investments of the two model portfolios. The
sector breakdown is shown below, and reflects the investment strategy of the Service. There are strong sector
focusses – towards renewables, and towards real estate. Given the strategy, this is unsurprising, however it does
mean that an investor’s funds are going to be heavily impacted by any sector-specific events, such as changes in real
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estate demand, or changes to government renewable energy subsidy policies. However, there is diversification
within each sector, with a total of 65 separate loans and investments across the three companies.

C H A R T 8 : PO R TFO L IO C O MP OSI T IO N B Y SE C TO R A S A T NO V EM B ER 20 18 , C AP I T AL
PR ESE R V A TI ON P OR TF OL I O

8%
40%

52%

Renewable Energy

Real Estate

Cash

Source: Blackfinch; AdvantageIQ

C H A R T 9 : PO R TF OL I O C O MP OSI T IO N B Y SE C TO R A S A T NO V EM B ER 20 18 , G RO W TH
PO R TFOL IO

10%

20%

70%

Renewable Energy

Real Estate

Cash

Source: Blackfinch; AdvantageIQ

Since the inception of the Service, capital deployment has always matched the funds raised in the previous quarter,
thus capital deployment timelines have been healthy since the inception of the Service. Blackfinch raised over £20
million across both Services in 2017, and were on track towards this figure by the end of Q3 2018. The Manager sees
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sufficient opportunities to continue the rate of deployment into the foreseeable future, with the real estate sectors
offering a continuous supply of new deals, and the renewable energy sector continuing to offer new projects for
Sedgwick either to build, or to purchase. The Manager sees a lot of opportunity for the latter of these options for new
renewable energy projects, as old-EIS projects are now reaching the age at which the current owners would seek to
exit.
The current cash holdings are at a level low enough that they will not cause a drag on returns, whilst still being
sufficiently high enough to meet any liquidity needs. The cash proportion may increase as the Service is still
fundraising, however given the past rate of deployment, and given the Manager’s comments on the future pipeline,
the increase is unlikely to be significant.
The below chart represents the planned investment split between each of the three investee companies for the
capital preservation, and growth portfolios, respectively. Investors should note that MJ Hudson Allenbridge has not
analysed the commercial viability or risks relating to the underlying investments.

Investment Process
The Manager has described its investment process as follows in AdvantageIQ:
T AB L E 5 : I N VES T ME N T PR O CE SS
I NV E STM E NT
P ROC E SS

DE T AIL S
Sector Asset Allocation: All funds are invested into the equity of the 3 underlying
trading companies.




Asset Allocation (Debt vs
Equity, Sector Decisions)

Renewable Energy via Sedgwick Trading (40%)
Property development via Lyell Trading (30%)
Asset backed finance via Henslow (30%)

Company level asset allocation:




Sedgwick invests directly in the equity, taking 100% ownership of
renewable energy projects in the UK.
Lyell is a lender in residential and commercial property development. Lyell
only ever takes charges on the property to facilitate the debt based model
in order to maintain BPR qualification.
Henslow is an asset backed lender, mainly specialising in bridging finance.
Henslow only ever takes charges on the property to facilitate the debt
based model in order to maintain BPR qualification.

Asset Backed and Property Development Deal Sourcing:

Deal sourcing/ origination










Network of Brokers
Developers Directly
Professional Recommendations
Architects
Existing Customers
Website
Linked-In
Direct Approaches
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Renewable Energy Deal Sourcing:







Network of Agents
Professional Recommendations
Conferences
Direct Approaches
Extensive Connections
Bank recommendations

Asset Backed and Property Development Deal Filtering. Deals tested against
extensive investment criteria such as:








Deal filtering and selection

LTV
LTC
Size
Location
Price
Term
Credit Rating
Profitability

Renewable Energy Deal Filtering. Deals tested against extensive investment criteria
such as:













Size
Location
Technology
Price
IRR
Government subsidy rate and qualification
PPA arrangements
Bankability
Energy Yield Assessments
Quality of Equipment
Rent on site
Access Issue

Asset Backed and Property Development Due Diligence


Due diligence process







Phase 1: Extensive internal due diligence is carried out by the internal
investment team.
Phase 2: Due Diligence carried out by internal Solicitors
Phase 3: Independent RICS surveyor carries out due diligence and provides
red book valuation
Phase 4: Additional property DD may be required such as structural
surveys, asbestos surveys etc.
Phase 5: Independent Monitoring Surveyor will write a report on the costs
and viability of the project and or construction (not always relevant for
bridge deals)
Phase 6: External solicitors will sign off all conditions precedent as well as
complete comprehensive title review

THIS REPORT WAS REPRODUCED UNDER A MARKETING
LICENCE PURCHASED BY BLACKFINCH INVESTMENTS LIMITED

23



Phase 7: Investment committee will have final sign off after having been
kept informed through the whole process

Renewable Energy Due Diligence






Phase 1: Extensive internal due diligence is carried out by the internal
investment team.
Phase 2: Due Diligence carried out by internal Solicitors
Phase 3: Technical Due diligence carried out by independent
expert/energy yield assessment
Phase 4: External solicitors will sign off all corporate, property, Technical
and contractual documentation.
Phase 4: Investment committee will have final sign off after having been
kept informed through the whole process.

Transaction Sizing
Asset Backed and Property Development Transaction size


Target Sizes are £500K to £6Million. Larger sites will be considered if split
across multiple phases and units, however consideration will always be
given to not putting undue single exposure into the company/portfolios.

Renewable Energy Transaction Size


Deal approval

Typical Transactions are target at circa £4-£7 million to ensure efficiency
and the balance between quality subsidies providing suitable IRR and
economies of scale in management. Portfolios are also considered such as
the roof tops which allow diversification as long as suitable O&M contracts
can be found, which was the case for the roof top portfolio thus
maintaining the economies of scale while also achieving
company/portfolio diversification.

For deal approved please see the due diligence section above. But also note that
independent experts have a veto on any deal. For Renewable energy Paul Chivers
holds the Veto power and for Asset backed and property Development loans,
Andrew Troughton holds that power. To get approval a deal must first get through
the internal investment team, internal lawyers, outside experts and lawyers then
investment committee scrutiny (including expert veto power).

Source: Blackfinch; AdvantageIQ

We have reviewed the investment process for the Fund and were impressed with the structure and rigour of the
procedures followed. Blackfinch appears to have diverse source of deal flow, using a number of different sources.
Blackfinch will source property deals from direct relationships, and has recently joined the NACFB (National
Association of Commercial Finance Brokers), noting that it has received 32 new lending opportunities for January
2019, totalling £150 million. Sedgwick has historically received on average between 40 and 50 Renewable Energy
opportunities, per annum, totalling over £500 million, and will complete approximately 2-3 per annum. Where a deal
is sourced from a third party, Blackfinch will generally pay a fee of 1% of capital deployed.
All deals are then put through a robust screening process, arguably ensuring that any deal which does not meet the
required standard is discarded early on in the process. All deals which pass this stage are then subject to a rigorous
process, with up to seven individual stages for Asset Backed and Property deals, and up to four for Renewable Energy
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projects. It is also encouraging to note that throughout the process Blackfinch will involve third parties including
lawyers and surveyors which will provide an additional level of oversight, and governance.
As an illustration, Blackfinch has provided MJ Hudson Allenbridge with a copies of the due diligence materials
utilised through the loan origination and due diligence process. The documents show the level of detail which each
loan must be assessed on, and illustrates the consistent and thorough approach undertaken in the process. Overall,
we are encouraged by the robustness of the investment selection and due diligence process.

Risk Management
We identify the following as the key risks of an investment in the Fund: counterparty-defaults, residual value risk,
liquidity risk, real estate market risk, failure to originate sufficient loans, loss of government subsidies for Renewable
Energy sites, maintenance of BR tax benefits, inflation and interest rate risks. We have assessed the policies and
controls that Management has in place to minimise these risks, and have found them to be appropriate for the size
and strategy of the Business.
Risks relating to counterparty-defaults are primarily mitigated during the investment process, and through the
criteria assessed by the Team and the investment committee. However, post investment, Blackfinch will undertake
specific monitoring procedures for both of the Property and Asset Backed investments, as well as for Renewable
Energy projects, as outlined below.
For Property and Asset backed investments, all construction loans will be monitored on a monthly basis, with a site
visit undertaken by a company appointed quantity surveyor, who will issue a report on progress and any perceived
risks related to the progress and development of the project. In addition to this, metrics including credit ratings of
the borrower, overall LTV of the loan book, as well as progress on the sales of units in each development will be
monitored on a monthly basis. A full audit of the loan book will be undertaken by accountancy firm, Mercer & Hole.
For Renewable Energy Projects, Blackfinch has third party operations and maintenance contracts with third parties
in order to monitor and remedy any operational issues which may arise. This should help to minimise the risk of any
potential downtime or outages at any of the plants which it operates.
With regard to the overall portfolio monitoring process, the Blackfinch Risk Committee will consider 12 key risks,
with the appropriate action in order to mitigate these, and outlined below.
RI S K

AC TI O NS T O A D DR E SS

Strategy and
Sector Risks

All loans are verified internally, and the strategy of the borrower is given significant
consideration, as well as their ability to repay loans and the method by which this will
happen. All loans are made in adherence to Blackfinch’s credit policy. LTVs are expected to be
no higher than 60%, which Blackfinch feel provide some room for any slippage in property
prices. All Renewable Energy assets are expected to be eligible for FiTs, which therefore
introduce a floor to the export price, index linked to inflation.

Market Risk and
Competition Risk

The Service will invest in specific sectors and under specific mandates, and all activities
accessed via individual portfolios require formal approval from the Investment Committee.
New activities including individual development loans or renewable energy sites will undergo
a more stringent due diligence process, which will be undertaken by external solicitors and
backed up by the Investment Committee. We understand that Blackfinch will constantly
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monitor sectors currently not invested in on order to potentially enlarge the scale and
breadth of the Service, as well as to reduce sector concentration risk.

Economic and
Political Risk

Blackfinch feels that it would require a 40% decline in the property market before investor
portfolios would suffer sustained capital loses. In the event that housing development and
construction projects are delayed as a result of continued uncertainty of the EU Referendum,
Blackfinch feels that it has a diversified source of deal flow that it would still be able to match
investment inflows.

Tax Risk

Blackfinch acknowledges that IHT relief is retrospective, and therefore cannot be guaranteed.
However, it feels that by limiting asset classes to individual companies, the risk that certain
activities no longer qualify is mitigated somewhat

Key Person Risk

As Blackfinch is wholly owned by its Chief Executive and Chief Investment Officer, it feels that
the risk of key departures is low. However, it also notes that given the depth and experience
of it investment team, a replacement can easily be found should a senior member of the team
become unavailable

Counterparty
Risk

We understand that all property development loans are secured on a first charge basis against
land and buildings (in most instances), and Blackfinch will step in where necessary, bringing
in developers to bring projects to completion. As Renewable Energy sites benefit from
government subsidies, counterparty risk is low. However, operational and maintenance
contracts with third parties will minimise the risk of outages.

Country and
Currency Risk

As all assets are held in country, this risk is non-existent at present

Natural Events
Risk

All development sites are reviewed for flooding risks as part of the initial due diligence
process, and Blackfinch must be made aware of the all risks contractors insurance policy
before a loan is provided. Renewable Energy sites are insured against fire and flood damage.

Dilution Risk

Blackfinch notes that all investee companies will receive funding based on its NAV, and will
continue to add assets in order to account for any additional capital. In addition to this it
notes that there is an assumed capacity for up to £1 billion for the current trading activities,
and it will use its discretionary mandate to deploy funds into additional sectors if necessary.

Exit risk

As investee companies are unquoted, they are not readily realisable. However, in order to
meet any liquidity requests on the death of an investor, Blackfinch maintains a liquidity buffer
of 10% in cash across the portfolio. In addition to this, as the portfolio grows in size, it expects
exits to increasingly be met by incoming investor inflows.
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Conflicts of
Interest Risk

Blackfinch refer to its Conflict of Interest Policy when dealing with such risks which include
the allocation of shares within an individual portfolio, as well conflicts which may arise within
investee companies.

Performance Risk

Blackfinch intend on following the same model irrespective of performance, and expects to
benefit from economies of scale, and reduced costs as the Service grows in size.

Note: Blackfinch; AdvantageIQ

Each individual portfolio will similarly be monitored to ensure that the correct allocation toward Renewable Energy
and Asset Backed Lending is maintained. Where there is a deviation of more than 5%, the portfolio will be rebalanced.
Concentration risk is addressed through the allocation across multiple borrowers. Blackfinch targets cash balance of
10% across portfolios, adding that it feels this to be the adequate level in order addresses both liquidity risks, and
prevent excessive cash drag. Investors should bear in mind that as the Service was launched in 2013, the risk
management approach has never been fully tested against adverse economic conditions such as falling property
prices.

Key Features
The following fees (number 1-3) describe the fees directly payable by the investors and the product fees (number 4)
incurred by Blackfinch.

1. INITIAL AND ONGOI NG FUND MANAGEMENT F EE
T AB L E 6: FE ES T O TH E MA N A GE R
I NI TI AL F E ES

ON -GO I NG A N N U AL
MA N A GE ME N T FE E S

SE R VI CE F E E

2% of the amount subscribed

0.5% of the amount
subscribed plus VAT per
annum

1.5% plus VAT of the NAV paid by each investee
company

Source: Blackfinch; AdvantageIQ

2. SUBSCRIPTION/APPL ICATION FEES
T AB L E 7: S UBS C R IP TI ON/ A PPL I C A TIO N F EE S

TY P E OF I NV E STO R

Direct Application (investors who make
an application, without using a

I NI TI AL A P PL IC AT IO N FE E
( A N D I N IT I AL
COMM I SS IO N S /I N IT I A L
A DV I SE R C H A RG ES)

ON GO I NG M A N AG EM E NT
CH A RG E S ( A N D O NG OI NG
COMM I SS IO N S / O N G OI N G
A DV I SE R C H A RG ES)

2% of the amount subscribed

0.5% of the amount subscribed plus
VAT
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financial advisor or ‘execution-only
intermediary)’

Application through an adviser

Application through an execution-only
intermediary

2% of the amount subscribed plus
Adviser Charges

0.5% of the amount subscribed plus
VAT, plus any ongoing adviser fee

Up to 3% of the amount
subscribed, dependent on
intermediary charges

0.5% of the amount subscribed plus
VAT, plus up to 0.5% to introducing
agent

Source: Blackfinch; AdvantageIQ

3. PERFORMANCE FEE
Blackfinch do not charge a performance fee as such although the AMC tapering (see below) serves to reward the
Manager for returns in excess of 4% per annum for the capital preservation strategy, and in excess of 6% for the
growth strategy.

4. PRODUCT FEES
The detailed fees are listed in the following table.
T AB L E 8: FE E D ET A IL S
FE ES

DE T AIL S

Annual Management Charge

0.5%

Dealing Fees

1% on all investments and withdrawals (after deduction of
initial fee and adviser fees), inclusive of any required stamp
duty.

Service Fee

A fixed annual fee of 1.5% plus VAT charged to each investee
company to pay for Blackfinch’s provision of business services
(such as taxation, accountancy, and legal fees).

Other

Fees to Origin (Blackfinch’s sister company) for acting as inhouse broker/developer for renewable energy deals. Average
of £315,000 fees per annum over the last three years, working
out at 4% of the project investment value. The IHT trading
company pays rent of £2,500 per month, split between each of
them.

Source: Blackfinch; AdvantageIQ
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Blackfinch is running a seasonal offer on our Inheritance Tax (IHT) solution the Adapt IHT Portfolios, to apply a 0%
annual management fee (AMC) throughout the life of the investment. The offer extends to clients invested, along with
any clients investing by the end of March 2019
The annual management fee will only be charged after the portfolio has achieved the target return for the chosen
portfolio (either 4%, or 6%), any return above this will incur the AMC on a sliding scale of up to 0.5% plus VAT.
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Performance
The Service first launched in July 2014. With only four and a half years of operation, thus it is too early to make
inferences concerning the consistency of returns. Nonetheless, between launch and the end of November 2018,
Blackfinch BR’s capital preservation portfolio has delivered annualised gross returns of 4.68%. The AMC plus VAT gives
an annual charge of 0.6%, thus the portfolio return has been at the level where Blackfinch would charge the full AMC.
The growth portfolio, on the other hand, gave gross returns of 5.57%, which is below the target of 6% growth.
Blackfinch have stated that this was due to them favouring the capital preservation and security aim over the growth
aim, as it is a portfolio that mixes both growth and capital preservation aims. Cumulative returns to investors since
launch.
As an indication of the underlying performance of the underlying companies, Blackfinch has provided the realisation
details for equity positions since inception. The table below is an aggregate of the 28 individual realisations as a
result of investor death, and can therefore be seen as some indication of the returns which can be expected from
investment into the underlying portfolio companies:

TR A DI N G COM P A N Y

TOT AL I N V ES TM E NT

TOT AL R E AL IS E D

E XI T MUL TI PL E

Henslow Trading Limited

£517,728

£574,569

1.11

Lyell Trading Limited

£1,095,683

£1,232,595

1.12

Sedgwick Trading Limited

£748,083

£783,073

1.05

Total

£2,357,069

£2,590,237

1.10

Note: Blackfinch; AdvantageIQ

Since allocating the first investment in December 2013, on aggregate, the Service has returned over £2.5 million of
investor money. Although the illustrated realisations are over varying periods, the Service clearly has a track record
and demonstrable ability to generate positive returns to investors.
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Appendix 1: Key Personnel
Key Investment Professionals
D AT E
ST A RT ED

N AM E

JOB T ITL E

BI OG R A P H Y

Richard Cook

Chief
Executive

2005

Richard has been the Chief Executive Officer of Blackfinch since 2009.
He has been involved in the structuring and management of taxefficient investment assets for over 14 years. Richard conceptualised
and launched the Blackfinch brand and has overseen the growth and
expansion of the company within the UK retail market. Previously,
Richard worked in senior banking roles within Merrill Lynch and the
Bank of New York.

Richard
Simmonds

Chief
Investment
Officer

2005

Richard has 15 years’ senior experience in financial services,
specialising in asset-backed fund management. Richard has extensive
project, corporate finance and fund management experience across
multiple asset classes. Richard holds an Executive MBA from IE
Business School, the Certificate in Discretionary Investment
Management, and the Diploma in Financial Planning. Prior to joining
Blackfinch, Richard held roles at Natwest, FTSE and Credit Suisse in
London and New York.

Guy Lavarack

Investment
Director

2016

Guy brings in-depth knowledge of corporate finance gained through a
number of structured finance (debt and equity investment) roles
within Lloyds Banking Group. Other roles prior to Blackfinch include
sales and marketing and divisional statutory company director for a
FTSE-listed outsourced services provider, and the Wind Prospect
Group, where he led the project financing/sale of renewable energy
assets. Guy has a master’s degree from Cambridge University and is a
Fellow of the Royal Geographical Society

Gordon Pugh

Investment
Manager

2015

Gordon’s main role is as a Senior Business Development Manager. His
experience and qualifications allow him to step in if required with
Investment Management work. Gordon brings extensive experience
working in the tax efficient investment sector. He started his career in
the Enterprise Investment Scheme at Close Brothers Investment where
he was involved with a number of technology, pub and film EIS
companies as well as VCTs and inheritance tax mitigating trading
companies. He then joined Octopus distributing VCTs, IHTs portfolios
and EIS products. Subsequently, he helped to start up Stellar Asset
Management and was involved with forestry, hotel, farming, EIS funds
and their trading companies for IHT. Gordon has the IMC and
completed the first stage of the CFA.
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Andrew
Troughton

Property
and
Lending
Specialist

2014

Andrew is a Chartered Surveyor with over 16 years’ experience in the
residential and agricultural markets, working predominantly on
valuations, tenancy work, compensation claims, planning and
development. Andrew is also owner and manager of Carver Knowles, a
successful and established Chartered Surveying business. Andrew is a
key independent member of the investment committee and has veto
over any property related lending deals.

John
Hartigan

Investment
Manager

2018

John is, responsible for placing and managing property loans. He
brings a wealth of knowledge and experience to the property team.
Previously he worked for eight years at Royal Bank of Scotland and
more recently at ThinCats. John is a chartered accountant who trained
with PwC and led commercial refinance for Deloitte in the Midlands

Nicola Mayes

Assistant
Investment
Manager

2018

Nicola joined the Blackfinch property team in 2018, bringing
experience in negotiation and analysis. Previously she worked at a
mid-market private equity and investment banking firm. She then
moved on to the BP Commercial Graduate scheme, where she was
promoted into the BP investment management team. Nicola holds a
degree in Business Management & Economics from Aston University.

Paul Chivers

Renewable
Energy
Specialist

2014

Paul has over 25 years’ experience in the energy and commodity
sector, working in senior-executive positions for various international
banks and trading houses. Some of these include Mercuria Energy
Trading S.A., BNP Paribas, Deutsche Bank and Credit Agricole Indosuez.
Paul also worked on the wave of government utility privatisations
from the late eighties in the electricity and gas sectors, as well as
working on upstream oil and gas financing and renewable energy.
Paul holds a B.Eng. (hons) in Electrical and Electronic engineering from
the University of Liverpool. Paul is a key independent member of the
investment committee and has a veto over any energy deals.

David Higson

Senior
Investment
manager

2017

David is Senior Investment manager with a main focus in the Property
and asset backed lending areas. His previous role was as Manager in
the Transaction Services team at PwC London where his focus was
performing financial due diligence on deals across a range of sectors.
David holds a degree in Economics from the University of York, is an
ICAEW qualified chartered accountant, and is studying for the
Investment Management Certificate. In his spare time, he enjoys
playing cricket, hiking, and investing in property.

Henry Clarke

Legal
Consultant

2016

Henry is a Consultant for Blackfinch with a specialisation in
Development Finance. Henry is a solicitor advocate who holds a
Distinction in his LLM from the University of London. He trained
professionally with top international law firm Clifford Chance before
working for international law firms Clyde & Co and Dentons including
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in the Middle East. Henry’s private practice career has spanned the
areas of finance, commercial law, construction projects and
construction disputes which gives him a wealth of experience to draw
upon when reviewing construction projects and investment
opportunities.

Hamish
Masson

Legal
Director

2018

Hamish joined Blackfinch in 2018, bringing over 14 years’ experience
as a corporate and finance lawyer. Previously he worked at Addleshaw
Goddard, Barclays Bank, DLA Piper, and Harneys, and in private
practice was ranked in all the major legal directories. Hamish has a
masters’ degree from the University of London and a bachelors’ degree
from the University of Durham.

Jolyon
Ridgewell

Investment
Manager

2018

Jolyon works within Blackfinch’s Renewables/Energy team. He brings
a wealth of highly relevant experience and knowledge. His most recent
role was at Ecotricity where he worked as a Strategic Investment
Manager for two and a half years, focused on the origination,
refinancing and divestment of renewable energy projects.

Source: Blackfinch; AdvantageIQ
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NOTE: Please be aware that the Manager mentioned in this report purchased the rights to distribute our report
only (no payment was taken to undertake the research which is fully independent). To access full research
services, including further tax-advantaged investment research reports, which can be used for the purpose of
investment advice, please visit www.advantageiq.co.uk where both individual reports and subscriptions are
available for purchase.

8 Old Jewry, London EC2R 8DN, United Kingdom | +44 20 7079 1000 | london@mjhudson.com | mjhudson-allenbridge.com
MJ Hudson Allenbridge is a trading name of MJ Hudson Investment Consulting Limited which is incorporated and registered in England and Wales - Registered number
(07435167) - Registered office 8 Old Jewry London EC2R 8DN MJ Hudson Investment Consulting Limited is an appointed representative of MJ Hudson Advisors Limited
(FRN 692447) which is Authorised and Regulated by the Financial Conduct Authority.
NOTE: Readers should note that investment in a VCT, AIM IHT,, BR IHT or EIS carries a greater risk than some other investments, there is unlikely to be an active market in the
shares, which will make them difficult to dispose of, and proper information for determining their current value may not be available.
Prospective investors are strongly advised to consult their professional adviser about the amount of tax relief (if any) they can obtain.
Although we have taken reasonable care to ensure statements of fact and opinion contained in this document are fair and accurate in all material respects, such accuracy
cannot be guaranteed. Accordingly, we hereby disclaim all responsibility for any inaccuracies or omissions, which may make such statements misleading, and for any
consequence arising there from. While reports in this publication may make specific investment recommendations, nothing in the publication enclosed with it is an invitation
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