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Legislation

Taxation

ADDITIONAL RISK WARNINGS 

This communication is provided for informational purposes only. This informa‑
tion does not constitute advice on investments within the meaning of Article 53 of 
the Financial Services and Markets Act (Regulated Activities) Order 2001. Should in‑
vestment advice be required this should be sought from a FCA authorised person 

Tax Efficient Review’ (the “Review”) is issued by Tax Efficient Review Limited (“TER”). The Review is 
provided for information purposes only and should not be construed as an offer of, or as solicitation 
of an offer to purchase, investments or investment advisory services. The investments or investment 
services provided by TER may not be suitable for all readers. If you have any doubts as to suitability, you 
should seek advice from TER. No investment or investment service mentioned in the Review amounts 
to a personal recommendation to any one investor. 

Your attention is drawn to the following risk warnings which identify some of the risks associated 
with the investments which are mentioned in the Review:

The value of investments and the income from them can go down as well as up and you may not 
get back the amount invested.

The investments may not be suitable for all investors and you should only invest if you understand 
the nature of and risks inherent in such investments and, if in doubt, you should seek professional 
advice before effecting any such investment.

Past performance is not a guide to future performance.

Changes in legislation may adversely affect the value of the investments.

The levels and the bases of the reliefs from taxation may change in the future. You should seek 
your own professional advice on the taxation consequences of any investment.

Venture Capital Trusts
1. An investment in a VCT carries a higher risk than many other forms of investment.
2. A VCT’s shares, although listed, are likely to be difficult to realise.
3. You should regard an investment in a VCT as a long term investment, particularly as regards a 

VCT’s investment objectives and policy and the five year period for which shareholders must 
hold their ordinary shares to retain their initial income tax reliefs.

4. The investments made by VCTs will normally be in companies whose securities are not publicly 
traded or freely marketable and may therefore be difficult to realise and investments in such 
companies are substantially riskier than those in larger companies.

5. If a VCT loses its Inland Revenue approval tax reliefs previously obtained may be lost. 
6. No investment can made by the VCT in a company whose first commercial sale was more than 

7 years prior to date of investment, except where previous State Aid Risk Finance was received 
by the company within 7 years (10 years for a ‘knowledge intensive’ company) or where a 
turnover test is satisfied; and

7. No funds received from an investment by the VCT into a company can be used to acquire 
another existing business or trade.
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Offer Name Pembroke VCT plc B Share Offer

Fund Manager Pembroke Investment Managers LLP

VCT Type Generalist VCT with track record

Fund Size
£110.5m (30 August 2020)

Seeking a further £20m + £20 over allotment

Initial Cost 3% or 5.5%

Annual Cost 2.4% (inc VAT)

Minimum Investment £5,000

Closing dates 1 April 2021 for the 2020/21 tax year, 30 June 2021 for 
2021/22 tax year or when fully subscribed

Registrars The City Partnership

Table 1: Offer Pros & Cons
PROS CONS

The investment team and board of directors 
have a healthy level of coinvestment with the 
VCT to align themselves with investors 

Whilst the Pembroke investment team has 
grown with the addition of three new hires, 
there is still a heavy level of key man risk on 
Andrew Wolfson.

High level of transparency with no hidden 
fees (e.g. deal and monitoring fee). The bal-
ance of managers remuneration based on 
performance rather than sitting on assets

The recent change in the performance fee 
from one paid on distributions to one paid 
on net realised gains (which may or may not 
be distributed) is a concern and one where 
we dispute the Prospectus claim on page 44 
that its effect is to "align the interests of the 
Manager and Shareholders

One of the lowest total expense ratios for 
Generalist VCTs and no arrangement fees lev-
ied on the investee companies

Four loss-making exits to date (B share total 
£0.8m) and three complete write-downs (B 
share total £4.4m)
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Disclaimer
This communication is provided for informational purposes only. This information 
does not constitute advice on investments within the meaning of Article 53 of the 
Financial Services and Markets Act (Regulated Activities) Order 2001. Should invest‑
ment advice be required this should be sought from an FCA authorised person.

Changes since last review (Issue 364 September 2019)
The two share classes (Ord shares with a net asset value of £21m and B shares with a net 
asset value of £90m) were merged in late August 2020 with the Ord shares being convert-
ed into 1.039 B shares resulting in a VCT with £110m of net assets.

COVID‑19
With Covid-19 introducing an extra dimension of volatility into manager valuations of 
unquoted holdings, a key interest for potential investors is the date of the net asset value 
at which shares will be issued. As the VCT does not issue quarterly NAV announcements 
(a practice that we have supported but is not legally required), the prospectus uses an 
NAV dated 31 March 2020. However the VCT intends to bring out the 30 September 2020 
interim accounts by the beginning of November with an interim statement and NAV 
announcement a week after the end of the period, being the third week of October. As 
such the NAV will not be over 6 months old and used only for the first allotment only. 
From 30 September 2020 the intention is to move to quarterly  NAV updates so the next 
one after September will be 31 December 2020 issued in the second week of January 
2021.

Given the investment strategy of seeking companies "biased towards consumer‑facing 
businesses" (Prospectus page 16) and in six current segments (Wellness, Food, Beverage 
& Hospitality, Education, Design, Media and Digital Services), the prospectus has to rec-
ognise that the VCT could be negatively exposed to the effect of the pandemic in these 
areas. The VCT directors cover it as follows in the prospectus:

"The recent social and economic impact of COVID‑19 has been felt across the portfo‑
lio companies and their staff. The Company’s portfolio had seen strong performance 
in the 11 months to February 2020 with the gains largely reversed in March 2020 
as a result of COVID‑19. Some of our portfolio companies in the Wellness and Food, 
Beverage & Hospitality sectors had to close temporarily in response to Government 
guidelines, whilst portfolio companies in the Digital Services, Design, Education 
and Media sectors have seen their sales grow as consumer buying patterns have 
moved on‑line. The position of those portfolio companies should get better as the 
economy improves, although for some the damage may be more lasting. We have 
been impressed generally speaking by the resilience and adaptability shown by the 

Table 2: Pembroke funds under Management Data Source Pembroke September 2020

Net assets Annual 
Management fee

Still to be invested 
£m

VCT Funds
Pembroke VCT B Ordinary 
shares £110m 2% of NAV £14m

TOTAL £110m £14m
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investee company founders and their teams, and Pembroke’s investment strategy and 
sector focus will provide some resilience during this continued period of disruption."

Should there be write-downs in the near future then some B shareholders might question 
the wisdom of the VCT directors in pursuing a merger at the end of August 2020 using 
a net asset value that was nearly half a year out of date and within six weeks of being 
updated. We asked the Board chairman Jonathan Djanogly to explain the thinking behind 
such a move and were told: 

"The merger was planned to take place between open offers. The March results were 
audited in July and the merger took place, in August, with 98% of the vote. Since 
March, the underlying consumer shift towards on‑line has been driving sales across 
the portfolio. The Board will again review valuations at the September half‑year. 
As part of the merger process, the board along with its advisers, Howard Kennedy, 
reviewed the underlying portfolio valuations and were satisfied there was no material 
change to March 2020 NAV."

TER classification
Despite the lack of profitable exits so far and the seven losses to date (four loss-making 
exits to date losing the B shareholders £0.8m and three complete write-downs losing the 
B shareholders £4.4m) we classify the VCT as a "Generalist VCT with a track record". 

Offer
This new offer is offering investors the opportunity to invest up to a further £20m in the 
Company via its B Ordinary Shares with an over-allotment facility for a further £20m. The 
offer provides investors with immediate access to a maturing portfolio of 40 active com-
panies, at varying stages of development, providing increased diversity compared with 
last year’s offer. The offer gives the opportunity to invest across both the 2020-21 and 
2021-22 tax years from the one offer.

Pembroke’s B Ordinary Shares have 40 active investments (in total the VCT has invested 
in 45 companies but four have failed) within the Wellness, Food, Beverage & Hospitality, 
Education, Design (last year this was referred to as "Apparel & Accessories"), Media and 
Digital Services (last year this was referred to as "Media & Technology") sectors. At 31 
March 2020 Pembroke had a NAV of £106.5m. 

The VCT has been operating since April 2013. Pembroke Investment Managers is an asset 
management partnership which is part of the Oakley group which comprises private 
equity, venture capital and corporate finance, managing funds of €3.0bn. 

The Board believes that raising new capital will ensure that they have sufficient liquid 
funds to support their investment objectives of investing in the Qualifying Investments 
across the above sectors, reduce the Ongoing Expense Ratio of the VCT whilst also having 
sufficient resources to continue the Companies' dividend and 5% discount to NAV share 
buy-back policies.
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Average 
invested 
per deal 
from all 

funds 
managed 

by the 
manager

Seed capital/
Early stage

Pre‑Profi t Post‑Profi t Larger Develop‑
ment Capital Deals

Asset backed 
opportunities AIM stocks

High Growth and  Development capital

- high risk with hopefully 
high return

- all equity investment
- should have potential 

for rapid growth

- should have potential for rapid growth and exit 
within 3-5 years

- some VCT loan interest may be deferred until exit
- usually no bank debt because of lack of assets for 

security and companies may not be able to support 
interest payments

- focus on high growth market sectors in which 
company growth should be less dependent on the 
performance of the whole economy

- relatively low returns but 
should be lower risk 

- companies usually 
profi table

- companies should be 
able to sustain loan 
interest payments

- profi table companies 
seeking capital for 
expansion

- low return and should be 
low risk

- should be able to sup-
port interest on debt

-some stocks are dividend 
paying

- limited liquidity
- potential volatility

£2m

<£1m

Position in this 
column does not 
indicate deal size

£4m

£10m

£1m

Diagram 1: Investment strategies of Growth VCT managers 
(% fi gures refer to manager expectations of  VCT qualifying companies portfolio composition post investment of current fund raising) 

Source: Fund Managers September 2020

September 29, 2020 4:29 PM

Mobeus 20%Mobeus 40%Mobeus 40%

Draper Esprit 5% Draper Esprit 95%

ProVen 50%

ProVen 50%

Baronsmead 30%Baronsmead 25%

Downing 75%-90%

Downing 10%-25%

Baronsmead 25%

Octopus Titan 10%

Octopus Titan 75%

Pembroke 5%

Pembroke 60%

Pembroke 35%

Octopus Titan 15%

Baronsmead 20%

Triple Point 10%

Triple Point 80% Triple Point 10%

Octopus Apollo 45% Octopus Apollo 10% Octopus Apollo 45%

Albion 15%

Albion 35%

Albion 10%

Albion 40%

Maven 60% Maven 20% Maven 20%

Foresight Will 40% Foresight Will 55% Foresight Will 5%

Puma 20%Puma 40%Puma 40%
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Strategy
Pembroke focuses on backing "exceptional founders" to build the consumer brands of 
the future by providing them with the capital, contacts, advice and strategic guidance to 
enable them to succeed.

The Manager targets the consumer sector, focusing on six (was five last year) key seg-
ments: Wellness, Food, Beverage & Hospitality, Education, Design, Media and Digital 
Services. The Management Team claims substantial experience in these areas with a net-
work of advisors and relationships.

Of Pembroke’s current portfolio of 40 companies, 15% are profitable businesses on an 
annualised basis and the remainder are post-revenue, pre-profitable, hopefully high 
growth opportunities. Pembroke say that despite halving from last year's figure of 31% 
being profitable, this ratio is expected to be maintained and increased going forward.

Most of Pembroke’s deal flow is sourced by the Manager from the personal and profes-
sional networks of the Management Team, with an increasing number of opportunities 
coming via referrals by Pembroke’s current portfolio companies. Historically, Pembroke 
has also been provided with opportunities from the Oakley Capital Private Equity team 
and their portfolio companies, particularly where the investments may be too small for 
their institutional fund. In addition, Pembroke benefits from insights from PROfounders 
and Oakley Advisory which are both part of the Oakley group. They provide Pembroke 
with market intelligence and a potential source of deal flow through their wider network. 
Pembroke receives support from the Oakley group including legal, compliance and HR. 

Pembroke seeks to invest in businesses on the same terms as the founders wherever pos-
sible, ensuring an alignment of interests. It actively works with its investee companies, 
taking board positions and offering counsel and practical help to founders seeking to 
grow their businesses. The Manager does not impose fees such as due diligence, director, 
monitoring, investment, arrangement fees or exit fees which is unusual in the generalist 
sector and is to be welcomed. 

A modest initial investment is typically followed by more substantial subsequent rounds 
if the company performs well, a discipline typical of quality Venture Capital manag-
ers investing in expansion capital deals. Pembroke contends that this founder-friendly 
approach, together with its commercial and professional network of contacts within its 
key sectors, makes it an attractive funding partner and gives it a significant advantage 
when seeking to invest in a competitive process. 

In general terms, Pembroke aims to exit after 5-7 years; its Management Team claims 
experience of selling companies to both strategic/trade buyers as well as private equity 
funds. An ideal exit would be to a strategic trade buyer or to a sector-specialist PE fund.

Pembroke aims to invest 50% of its funds into new businesses, and 50% into existing 
investments. Of the 50% in new investments, it targets 40% in mid-growth companies 
with revenues of c. £1m per annum and 60% in early-stage growth companies (5% in pre-
revenue companies and 25% in companies with revenues under £1m). 
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However aims are not always met and so it is with Pembroke. In the 12 month period 
to 31 August 2020 they team invested £26m, of which only £6m, not 50% as targeted, 
was into new companies (Stitch & Story £999,999, Roto VR £1,000,000, Hackney Gelato 
£1,000,141, Pasta Evangelist £2,000,000, ToucanTech £1,000,000). However, a further £5m 
is in due diligence to be invested in new companies.

The new funds raised under this offer will need to be 80% invested within three years of 
allotment under the new VCT rules; we note that Pembroke has achieved this at every 
fundraise since inception.

The B Ordinary Shares will target an annual dividend of 3 pence per B Ordinary Share and 
will also aim to pay special dividends where realisations occur from the sale of its port-
folio assets. However, this is a target, and no forecast or projection should be implied or 
inferred. For the year ended 31st March 2020 the total return per share for the B Ordinary 
Shares was 121.30p. Investors should note that as a VCT it can declare and pay dividends 
from capital as it has been consistently doing to date.

It is intended that the Company will repurchase shares which shareholders wish to sell, at 
a discount of no more than 5% to net asset value per share, less transaction costs payable 
to market makers and stockbrokers; this will be at the discretion of the Board who must 
believe it to be in the best interests of the Company at the relevant time. Investors should 
note that a "buyback scheme" does not involve the VCT purchasing shares from the inves-
tor. It works by investors selling to a market maker who in turn will sell to the VCT.
Tax Efficient Review Strategy rating: 28 out of 30

Track record
Pembroke seeks opportunities which are capable of achieving significant organic growth 
and sustainable cash generation. 

Total Return (NAV plus cumulative dividends paid) is 121.30 pence on the B Ordinary 
Shares (issued at 100p) since 2015 excluding any tax benefit. During the 2019/20 tax year, 
the B Ordinary Share portfolio declared a 3p dividend , effectively a return of capital, to be 
paid October 2020.

As a function of the early stage of businesses that Pembroke has funded, it has yet to 
make a positive exit. A relatively young VCT manager, Pembroke has had four loss mak-
ing exits to date (the total losses on which equate to 4% of the funds raised over 5 years). 
Any measure of track record depends largely upon the manager's valuation of its hold-
ings; there are examples where there has been obvious substantial growth at a portfolio 
company level, for instance Five Guys growing from zero to 100 UK restaurants since 
Pembroke invested. 

As at 31 March 2020 the B Ordinary Share portfolio 1.32x above cost including loss-mak-
ing realisations. 

Pembroke values its investments in accordance with International Private Equity and 
Venture Capital Valuation Guidelines. Of the B Ordinary Share NAV:
•	 65% of NAV is calculated by reference to valuations that are set by most recent fund-
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Table 4: Matrix of individual responsibilities Data Source Pembroke September 2020

NAMES
Andrew 
Wolfson

Chris 
Lewis

Simon 
Porter

William 
Goodwin

Katrina 
Lytton

Fred 
Ursell

Orla 
Walsh

Rosie 
Samuels

Eleanor 
Courteney-

Harris
VCT RELATED WORK

Deal origination 30% 5% 10% 5% 5% 10% 5% 5% 5%
General enquiries 15% 5% 25% 25%
New deal doing 35% 10% 75% 80% 5% 5%
Investee board seats No. 19 0 2 2 0 0 0 0
Sitting on Boards/
Monitoring 20% 10% 5% 75% 75% 75% 5% 5%
Fund raising 5% 10% 5% 5% 5% 5% 5% 10% 10%
Internal issues 5% 30% 5% 5% 5% 5% 5% 40% 40%
Exits 5% 10% 10% 10% 5%

NON VCT WORK
Non-VCT work 0% 10% 0% 0% 0% 0% 0% 10% 10%
TOTAL 100% 100% 100% 100% 100% 100% 100% 100% 100%
Years in venture 
capital 11 11 6 6 4 4 1.5 1.5 0
Years involved with 
VCTs 8 11 3 3 1 4 1.5 1.5 0.5
Years with current 
team 8 1 3 3 1 1.5 1.5 1.5 0.5

ing round valuations in which non-Pembroke investors also participated
•	 4% of NAV is held at fair value, typically where there are no third-party funding round valua-

tions to compare against, or for recent investments where valuation has not moved in any sig-
nificant way

•	 31% of NAV is calculated with reference to comparable company metrics such as earnings and 
EBITDA multiples

Tax Efficient Review Track Record rating: 32 out of 40 
 

Table 3: Team member changes Source Pembroke
September 

2020
September 

2019
September 

2018
December 

2017
December 

2016
Andrew Wolfson YES YES YES YES YES
Chris Lewis YES YES
Simon Porter YES YES YES YES
William Goodwin YES YES YES YES
Katrinal Lytton YES
Fred Ursell YES YES
Orla Walsh YES YES
Rosie Samuels YES YES
Eleanor Courteney-Harris YES
Tamara Warren YES YES YES
Amjid Zaman YES YES YES
Simon Male YES YES
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Manager
The Pembroke investment team is listed in Table 3 with a breakdown of their activities in 
Table 4.

As can be seen the team from Table 3 there have been changes most years and since the 
last TER review Pembroke has recruited two new employees. Katrina Lytton as a Portfolio 
Director with a specific remit to work with founders and management teams on spe-
cific challenges that the companies might face. Katrina worked for "Fund Invest Grow" 
which raises finance for early-stage companies but is not an investment manager. Eleanor 
Courteney-Harris has joined as Team Executive Assistant, taking over from Rosie Samuels 
who has been appointed to the role of Investor Relations and Marketing Executive.

In terms of depth of investment management experience, Table 4 shows the team is rath-
er light and is really dependent on Andrew Wolfson which introduces a level of keyman 
risk.
 
Not only must an investment manager obtain deal flow, but it must also have a team 
resourced to invest at the correct rate to satisfy the VCT rules. The 80% investment rule 
requires that by the end of the third accounting period after launch and in every account-
ing period thereafter the VCT must have at least 80% of its funds invested in qualifying 
holdings. Most Boards impose a minimum level that is higher than this to ensure that 
any exits do not push the VCT below the 80% level. In this case Pembroke tells us that 
the Board's preferred investment level has always been around 80%; note that Pembroke 
intends to invest 80% of the current raise within the first year. 

At launch of this offer the Manager has invested the majority of its prior funds. Pembroke 
currently holds £14m (14% of its NAV in cash) and the manager says there is a pipeline of 
potential investments in advanced diligence.

The investment team is resourced to the equivalent to 2.9 full-time individuals (the sum 
of rows "Deal origination" and "New deal doing" in Table 4). However removing as we 
usually do any members with less than two years involvement in VCT investing (as we 
consider the special VCT rules and restrictions need assimilating) reduces Pembroke’s 
investment resource to the equivalent of just 2.6 full-time individuals.

Assuming the current offering raises its full subscription of £40m, this would add another 
£32m (80% of £40m) or c. £21m per annum over eighteen months (the VCT has in fact 
three years to invest the funds but the effect of the cash drag of the uninvested funds 
means that taking three years to invest is not conducive to good returns). At present 
there is £14m remaining from the previous fundraise to invest.

Given a maturing portfolio we assume that there could be several exits over the next two 
years but that realisations will most likely be used to cash flow dividends and pay the VCT 
running costs. Pembroke tells us that their estimate of the cash required to fund potential 
dividends, fees and costs is roughly £5.5m per annum.

Our usual metric is to assume that each investment team can transact three deals per 
year, however Pembroke claim that based on recent performance each of their invest-
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ment team member can transact at twice this rate, at around six new deals per year. The 
results for the year to end August 2020 shows that they are not achieving this rate of new 
investments but we accept that the first half of 2020 has been exceptional. 

We estimate that the investment rate has to be geared up to a going rate of around £14m 
per annum and we think that the current team should be able to achieve this. However, in 
our view we think that the team is under resourced at present and lacks in depth experi-
ence of VCT investing compared to other Managers.

Pembroke VCT plc has an independent board of directors consisting of Jonathan 
Djanogly and Laurence Blackall. Jonathan Djanogly sits on the investment committee 
alongside John Paton and Ruth Kennedy, responsible for giving final approval before new 
investments are accepted, although they do not have the power to veto an investment. 
David Till is a non-independent director. David is co-founder of the Oakley group and 
brings a strong focus on governance; he has verall responsibility for operations, finance, due 
diligence and compliance of the Oakley group. Peter Dubens remains part of the Manager so 
Pembroke will continue to benefit from his extensive network. It is the intention of the Board to 
appoint two new Non-Executive Directors in September.

Deal flow
The majority of Pembroke’s deal flow comes via the Manager’s own network. The Manager is 
receiving an increasing number of direct approaches by companies which have received a posi-
tive referral from one if its current portfolio companies. Referrals from founders in its ecosystem 
is an encouraging sign of the Manager’s approach to investment. Pembroke’s growing stable of 
brands such as Pasta Evangelists, Heist and LYMA has garnered significant national media expo-
sure, which has led to a number of approaches from businesses in similar sectors seeking invest-
ment. 

Like all VCT managers, Pembroke claim a strong pipeline of interesting opportunities, and 
there are currently £5m of potential investments in advanced diligence ahead of a pro-
posed investment following a first allotment of the current raise.

Portfolio overview
Investors in the current B Ordinary Share offer will have immediate access to a maturing 
portfolio of 40 active companies. Of these, Pembroke tell us that 31% are currently profit-
able on an EBITDA basis and on an annualised basis looking forward.

The B Ordinary Share NAV is invested
•	 12% in the Wellness sector which includes LYMA a high-end nutritional supplement and 

Beryl who provide bike hire schemes and created the laser lights seen on Santander 
Cycles in London.

•	 31% in the Food, Beverage & Hospitality sector which includes Five Guys, a premium 
burger chain with over 100 restaurants in the UK, Second Home which provides flexible 
office space to technology and creative businesses creating a ‘hub’, and Plenish, a plant-
based drinks business stocked by major supermarkets.

•	 11% in the Education sector which includes N is for Nursery, a 7-day-a-week nursery and 
family club and Stitch & Story, an at home knitting and crafting business.
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•	 24% in the Design sector which includes Heist, a premium hosiery brand, and the Bella 
Freud and ME+EM fashion brands.

•	 17% in the Media sector which includes Popsa, a photobook app that uses algorithms 
to creates photobooks from customer pictures, and Beryl (formerly Blaze) which designs 
bike safety and security products.

•	 7% in Digital Services which includes Rated People, an online marketplace for finding 
tradesman and Floom, an online marketplace and back-end management tool for flo-
rists

Recent investments include Pasta Evangelists who sell quality fresh, cooked pasta and 
sauces, pasta making kits and masterclasses and ToucanTech, a CRM and website-builder 
used by schools, charities and companies to run their communities
Tax Efficient Review Team rating: 16 out of 20

Costs
•	 Initial Fee: There will be an initial charge of 3.0% for Investors who have invested 

in the Offer through an Intermediary and have received upfront advice including 
Investors who are investing through Intermediaries/advisers using financial platforms, 
and 5.5% for Investors who have invested directly into the Company or invested 
through an Intermediary/platform and have not received advice. The VCT will facilitate 
adviser charging from intermediaries up to a maximum of 4.5%. The adviser charge 
will attract tax relief. Initial fee discounts may be available for clients of IFAs. 

•	 Annual Fee: The Manager receives an annual management fee of 2% of the VCT’s 
NAV. The Manager also contributes to, and caps the Annual Running Costs of the 
Company such that they will not exceed £350,000 whilst the NAV remains below £100 
million. If the NAV exceeds £100 million the cap increases to £500,000. This is effective-
ly an expenses cap but is expressed as an amount rather than a percentage as in many 
other VCTs.

•	 In the year to 31 March 2020 the total expense to NAV ratio was 2.6% (was 2.3% in 
year to 31 March 2019) and is expected to be capped to less than 2.4% in the year to 
31 March 2021. In the event of a full subscription of £40m, the total expense to NAV 
ratio will be approximately 2.3%.

•	 Arrangement Fees: Unusually in the Generalist VCT sector the Manager does not 
take any arrangement fees, monitoring fees or exit fees from any of the underlying 
portfolio companies thereby maintaining one of the lowest net see-through charges 
amongst other comparable VCT. 

•	 Performance Fee: To "align themselves with investors", the Manager has recently 
changed the performance fee to a 20% +VAT performance fee that is taken on the 
amount by which cumulative realised gains exceed cumulative realised losses. The 
previous fee was 20% +VAT of any amounts distributed to Shareholders in excess of: (i) 
£1 per Share plus (ii) the annual hurdle of 3% per annum (not compounded). 

So, whilst TER applaud Pembroke for having low annual fees and no arrangement fees, 
we view the change to the performance fee as a step backwards for shareholders, as 
it's no longer based on distributions, nor do they have to hit a particularly high level of 
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"performance". The manager (Pembroke) has since confirmed to us that they would not 
draw their performance fee until such time as the directors did approve a distribution to 
shareholders. 
Tax Efficient Review Cost rating: 9 out of 10

Conclusion
Pembroke VCT has become one of only a few new Generalist VCTs to succeed in estab-
lishing themselves within this market in recent years and the reputation, connections 
and resources of the wider Oakley group have clearly helped in achieving this. 

The Pembroke company was founded in 2013 with a focus on investing in businesses 
in the areas of wellness, education, food & beverage, design, media and digital services. 
They now have an impressive £110m under management. 

Whilst Pembroke has, in our view, not established a relevant track record based on exits 
yet, they have always taken a 'risk to capital' based approach to their investment strat-
egy, focusing on young growth businesses in sectors where they have experience and 
can add value (an increasingly important part of attracting investment opportunities), 
especially for VCTs.

The VCT has a dividend target of 3p per year (no prediction is made or implied) but to 
date the dividend has been paid completely out of capital as any VCT income has been 
used to pay running costs, albeit with NAV remaining above 100p due to unrealised 
upward revaluation of holdings.

One might expect that the COVID-19 pandemic would have hit the portfolio of investee 
companies within the Pembroke VCT particularly hard? Whilst, along with all other VCTs, 
they are not immune from what has happened, yet companies such as Five Guys, Stitch 
& Story and Pasta Evangalists continue to trade strongly and have adapted well to the 
rapid changes taking place across the economy.  
Tax Efficient Review rating: 85 out of 100 (Generalist VCT with track record)
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Table 6: Pembroke VCT current unquoted portfolio valuation breakdown by original cost as 
at 3 September 2020

Valuation methodology B Ordinary Share
As at 

03/09/2020
As at 

31/03/2019
As at 

31/03/2018
As at 

30/09/2017
Cost 5% 4% 41% 26%
Uplift / Discount in value, based 
on most recent funding round 12% 65% 49% 19%
Uplift / Discount in value, 
manager valuation based on 
earnings multiple

23% 31% 10% 55%

TOTALS 100% 100% 100% 100%
Source: Pembroke

Table 7: Pembroke VCT current unquoted portfolio stages breakdown by original cost 
as at 3 September  2020

Stage of company at 
first investment B Ordinary Share

As at 03/09/2020 As at 31/03/2019 As at 31/03/2018 As at 30/09/2017
Early stage; pre-profit 96% 74% 69% 60%
Mature stage; 
profitable 4% 26% 31% 40%
TOTALS 100% 100% 100% 100%

Source: Pembroke

Table 5: Pembroke B Share Exits & Write‑downs September 2020 Source Pembroke

Exit Exit Exit Exit Write Down Write Down Write Down

Investee 
Company 

name

Cheekfrills Penfield* Zenos Cars Dilly & Wolf La Bottega 
(LBID 

Holdings)

Chilango Chucs

Structure of 
investment Equity Equity Equity Equity Equity & 

Debt
Equity & 

Debt
Equity & 

Debt

Sector Apparel & 
Accessories

Apparel & 
Accessories

Media & 
Technology Wellness

Food, 
Beverage & 
Hospitality

Food, 
Beverage & 
Hospitality

Design

Financing 
stage 

when first 
invested

Early 
Stage, post 

revenue

Early 
Stage, post 

revenue

Early 
Stage, post 

revenue
Early Stage, 
pre-revenue

Early 
Stage, post 

revenue

Early 
Stage, post 

revenue

Early 
Stage, post 

revenue

Board seat Yes Yes No Yes Yes No Yes

Amount 
originally 
invested

£205,000 
in May 

Month 2015
£210,333 in 
April 2015

£500,000 in 
April 2015

£170,000 in 
March 2017

£1,960,000 
in August 

2013

£85,000 in 
November 

2013

£240,000 in 
December 

2013
Further 

investment 
amounts (if 

any)
None

£301,274 
equity, 

£214,400 
debt

B shares: 
£25,000 
equity, 

£150,000 
debt

£100,000 
equity, 

£125,000 
debt

£1,050,000 
debt

£549,850 
equity

£650,083 
equity, 

£325,000 
debt

Realisations/
Dividends £0

Total 
£681,736 

net of fees -          
Sept 2016

Total 
£71,940 

net of fees -      
May 2017

£0 £464,978 £0 £0

Profit/Loss (£205,000) (£44,271) (£103,060) (£395,000) (£2,545,022) (£634,850) (£1,215,039)
Length of 

investment: to 
final realisation

0.3 years 1.5 years 3.2 years 2 years 6 years 7 years 7 years

* Penfield equity holding under the B shares was written down to £118,390 in March 2016 and sold for £446,315 net of fees in 
September 2016,  so investors in the B shares from 31/3/16 to 30/9/16 would benefit from the realisation.
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Table 8: Pembroke VCT – B Ordinary Share holdings as at 3 September 2020 
Source: Pembroke

Investee 
name

Amount 
invested 

£000

Current 
Value £000

Da
te

 o
f fi

rst
 

in
ve

stm
en

t

Sy
nd

ica
te

d

Le
ad

 in
ve

st
or Structure of 

investment
Industry 

sector
Financing 

stage
Valuation 
method

Profit/
(loss)

Wellness

Beryl 552,697 1,770,536 Oct 14 Y N Ords Wellness Early: Pre-
profit

Last equity 
raise 220%

Boom Cycle 3,106,439 2,586,644 Apr 13 N Y Ords / Loan 
Stock Wellness Early: Pre-

profit Multiple -17%

KX Gym 700,000 1,284,831 Sep 13 N N Ords Wellness Early: Pre-
profit Multiple 84%

KXU Ltd 1,034,114 971,228 Mar 17 Y Y Ords / Loan 
Stock Wellness Early: Pre-

profit
Fair value 

(impairment) -6%

Lyma Life 1,549,993 2,759,398 Dec 18 N Y Ords / Loan 
Stock Wellness Early: Pre-

profit Multiple 78%

Thriva 1,329,558 1,600,993 Jul 19 Y N Ords Wellness Early: Pre-
profit Multiple 20%

8,272,801 10,973,630 
Food, Beverage & Hospitality

Plenish 3,395,499 9,249,270 Jun 13 N Y Ords / Loan 
Stock

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit Multiple 172%

Chilango 634,850 -  Nov 13 Y N Ords
Food, 

Beverage & 
Hospitality 

Early: Pre-
profit

Fair value 
(impairment) -100%

Five Guys 
UK 2,083,200 7,280,177 Sep 15 Y N Ords / Loan 

Stock
Food, 

Beverage & 
Hospitality 

Early: Pre-
profit Multiple 249%

La Bottega 2,545,022 -  Aug 13 Y Y Ords / Loan 
Stock

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit

Fair value 
(impairment) -100%

Chucs Bar & 
Grill 2,220,000 2,220,000 Oct 13 N Y Ords / Loan 

Stock
Food, 

Beverage & 
Hospitality 

Early: Pre-
profit Multiple 0%

Second 
Home 1,485,096 466,523 Mar 14 N Y Ords

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit Multiple -69%

Sourced 
Market 5,796,767 5,144,112 Jun 14 N Y Ords / Loan 

Stock
Food, 

Beverage & 
Hospitality 

Early: Pre-
profit Multiple -11%

Secret Food 
Tours 1,000,206 1,859,890 Aug 18 N Y Ords

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit Multiple 86%

Rubies in 
the Rubble 250,099 107,235 Jul 19 Y N Ords

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit Multiple -57%

Hackney 
Gelato 1,000,141 1,000,141 Jan 20 N Y Ords

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit

Last equity 
raise 0%

Pasta 
Evangelists 2,000,000 2,000,000 Jan 20 Y Y Ords

Food, 
Beverage & 
Hospitality 

Early: Pre-
profit

Last equity 
raise 0%

22,410,880 29,327,348 
Education

N is for 
Nursery 3,200,084 4,693,919 Jul 18 Y Y Ords / Loan 

Stock Education Early: Pre-
profit

Last equity 
raise 47%

Kinteract 1,250,016 1,336,872 Apr 19 Y Y Ords Education Early: Pre-
profit

Last equity 
raise 7%
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Table 8: Pembroke VCT – B Ordinary Share holdings as at 3 September 2020 
Source: Pembroke

Investee 
name

Amount 
invested 

£000

Current 
Value £000

Da
te

 o
f fi

rst
 

in
ve

stm
en

t

Sy
nd

ica
te

d

Le
ad

 in
ve

st
or Structure of 

investment
Industry 

sector
Financing 

stage
Valuation 
method

Profit/
(loss)

Stitch and 
Story 1,999,998 3,175,104 Nov 19 N Y Ords Education Early: Pre-

profit Multiple 59%

Toucantech 1,000,000 1,000,000 May 20 N Y Ords Education Early: Pre-
profit

Last equity 
raise 0%

Design 7,450,098 10,205,895 
Kat 
Maconie 1,850,000 3,889,786 Jun 13 N Y Ords / Loan 

Stock Design Early: Pre-
profit

Last equity 
raise 110%

Troubadour 
Goods 1,490,000 1,434,844 Sep 13 N Y Ords / Loan 

Stock Design Early: Pre-
profit Multiple -4%

Bella Freud 2,738,082 4,490,371 Nov 13 N Y Ords / Loan 
Stock Design Early: Pre-

profit Multiple 64%

ME + EM 889,646 5,195,128 Aug 15 Y N Ords Design Mature: 
Profitable Multiple 484%

Alexa 
Chung 3,732,588 2,372,043 Apr 16 N Y Ords Design Early: Pre-

profit Multiple -36%

Heist 
Studios 4,248,514 1,883,184 Jul 17 Y N Ords / Loan 

Stock Design Early: Pre-
profit Multiple -56%

PlayerLayer 3,501,413 3,208,588 Dec 17 Y N Ords / Loan 
Stock Design Early: Pre-

profit Multiple -8%

18,450,243 22,473,944 
Media

Boat 
International 
Media

3,250,000 4,952,999 Jan 14 Y Y Ords / Loan 
Stock Media Early: Pre-

profit Multiple 52%

Stillking 
Films 1,451,770 2,345,516 Oct 14 N Y Ords Media Mature: 

Profitable Multiple 62%

Popsa 4,400,003 7,726,774 Feb 18 Y Y Ords Media Early: Pre-
profit Multiple 76%

Roto VR 1,000,000 1,071,160 Dec-19 Y Y Ords Media Early: Pre-
profit Multiple 7%

10,101,773 16,096,449 
Digital Services

Rated 
People 641,218 1,264,791 Jan 14 Y N Ords Digital 

Services
Early: Pre-

profit Multiple 97%

Wishi 
Fashion 
Limited

153,433 153,433 Sep 16 Y N Ords Digital 
Services

Early: Pre-
profit

Last equity 
raise 0%

Unbolted 400,009 500,108 Nov 16 Y N Ords Digital 
Services

Mature: 
Profitable

Last equity 
raise 25%

Stylindex 663,269 694,365 Feb 18 Y N Ords / Loan 
Stock

Digital 
Services

Early: Pre-
profit

Last equity 
raise 5%

Hotelmap 1,500,000 1,500,000 Oct 18 Y Y Ords Digital 
Services

Early: Pre-
profit

Last equity 
raise 0%

Floom 2,415,000 2,228,436 Nov 18 Y N Ords Digital 
Services

Early: Pre-
profit

Last equity 
raise -8%

5,772,929 6,341,133 
£72.5m £95.4m 


