
Q&A for Albion Enterprise VCT PLC AGM 3 September 2020

1.Why has the Net Asset Value fallen?
The Board, together with the Manager, undertook a revaluation exercise to take account of the impact that 
Coronavirus (Covid-19) has had on the underlying portfolio companies. Whilst the diversified make-up of the 
portfolio has shown some resilience, several of the companies and sectors have been more exposed than others to 
the pandemic. Unsurprisingly, this was reflected by a fall in the 31 March 2020 NAV.

2. With regards to the large cash balances, are you seeing suitable investments and pipeline in the market?
Principally as a result of disposals, at 31 March 2020 the Company had cash balances of £21.5 million 
which represents 30% of net assets. In the short to medium term we expect that the focus will be on supporting 
existing portfolio companies, however, we do plan to make selected new investments as they arise.  

It is important for a venture capital fund, which by its nature has illiquid investments, to hold sufficient cash to 
manage operating costs, to service dividends and buy backs and, most importantly, to make follow on and new 
investments when they arise. This must be balanced against the requirement for a venture capital trust to be invested 
in qualifying investments. Under current challenging economic conditions, it is helpful for the Company to have 
significant cash and reserves.

3. Do you see the cash balance decreasing over time?
Cash was particularly high at the year end, as discussed above, due to some great exits at the end of 2019, as well as 
the 2019/2020 fundraising. The Manager has confirmed they expect to see a higher investment rate going forwards, 
in part due to the expansion of the investment team, but also the opportunities that are being seen in the pipeline.

4. Has coronavirus (Covid- 19) provided some new opportunities and ideas?
Albion’s investment team are continuously evaluating new opportunities and the investment environment. History tells 
us that times of change give rise to investment opportunities. Additionally, several of our existing healthcare 
companies are helping with the fight against coronavirus (Covid- 19) and these include MyMeds&Me, Locums Nest, 
Healios and Forward Clinical (T/A Pando).

5. How sustainable are dividends going forward?
The Board is aware of the importance of dividends to shareholders and it remains its intention to continue to pay
regular dividends, as far as liquidity permits. Given the uncertainty that the current pandemic has created and the
volatile nature of investing in small unquoted growth businesses, the Board considers it appropriate to move to a
variable dividend policy targeting an annual dividend yield of around 5%. This has the advantage of avoiding
unsustainably high dividends if the net asset value falls, whilst rewarding shareholders more immediately if the net
asset value rises.

Board declared a first dividend for the year ending 31 March 2021, of 2.70 pence per Ordinary share which was paid 
on 28 August 2020 to shareholders on the register on 7 August 2020.



 11. What is likely to be the impact of Brexit on the portfolio?
The Manager underwent an extensive exercise to review the impact of Brexit on the portfolio and more generally the 
sectors the Company primarily invests in. Due to the nature of these businesses, the impact of Brexit was considered 
relatively low. For instance, our software companies sell to a global market, with Europe being a small subsector, and 
our healthcare companies sell primarily within the UK. 

There are then three core objectives which the Board will meet before the consideration of a special dividend. The 
targeted dividend yield of 5% is of utmost importance to the Board. Following this, the refreshment of the portfolio 
and the ability to make buybacks are also key. A special dividend would be considered once the core objectives have 
been met.

7. Is the Board planning on fundraising this year?
The Manager has made no recommendation to the Board with regards to fundraising as of yet. The cash position will 
be appraised later in the year, which will feed into a fundraising recommendation.

  8. What are you doing with regards buy backs?
The Company resumed buybacks on 22 April 2020, subject to the overall constraint that such purchases are in the 
Company’s interest, including the maintenance of sufficient resources for investment in existing and new portfolio 
companies and the continued payment of dividends to shareholders. It is the Boards intention for such share buybacks 
to be at around a 5% discount to NAV, so far as market conditions permit.

6. Do shareholders benefit through extra dividends if there are profitable realisations during the year?

  9. I note that four out of your five directors have served on the board since 2006. Please could you explain why you   
believe this is really in the interests of your shareholders, and whether any changes to the Board are planned?
The Board does not have a policy of limiting the tenure of any Director as the Board does not consider that a Director’s 
length of service reduces their ability to act independently of the Manager. The Board also believes that experience 
gained over years regarding the Company and the portfolio of investments is very important for VCTs. As such, 
Maxwell Packe, Lord St John of Bletso, and The Dowager Lady Balfour of Burleigh, who have been Directors of the 
Company for more than nine years, are still considered to be independent Directors and the Board continues to benefit 
from their experience of the Company. The Nomination Committee meets once a year, with succession planning a 
standing item that is discussed. 

 10. Which of the directors is regarded as independent for the purpose of your Governance Code?
Maxwell Packe, Lord St John of Bletso, The Dowager Lady Balfour of Burleigh and Christopher Burrows are considered 
independent Directors. Patrick Reeve is not an independent Director as he is chairman of Albion Capital Group LLP, the 
Manager. The AIC Code requires that all Directors submit themselves for re-election annually, therefore in accordance 
with the AIC Code, Maxwell Packe, Lord St John of Bletso, The Dowager Lady Balfour of Burleigh, Christopher Burrows 
and Patrick Reeve will offer themselves for re-election.

12. Whilst accepting healthcare & software will ‘not go away’ presumably this will make further investments more 
expensive as competition increases?
Valuations in sectors demonstrating resilient growth are high relative to sectors in long term decline or hit hard by the 
pandemic. The key, as ever, is (i) finding those which merit a higher valuation and passing on those which do not and 
(ii) having the experience and network to scale a company from say £3m revenue to £30m+ revenue.



13. How have the sectors that you have exposure to been affected?

The Manager has structured the Company’s portfolio as an all-weather portfolio containing c.35 
companies which is diversified across sector and stage of maturity of businesses. Exposure is small to at-risk 
sectors that include leisure, hospitality, retail and travel. The key points to note are as follows:
• Renewable energy assets account for 14% of the portfolio and have been entirely unaffected.
• Digital businesses in mission-critical sectors are proving particularly resilient.
• Following exits in 2019 of 45 pubs and one school we have sharply reduced exposure to consumer-facing
businesses.
• Exposure to hotels now accounts for under 1% of the aggregate portfolio.
• Education accounts for 4% of the portfolio. We are watching this sector closely, but our schools have highly
professional management, top quality standards and excellent customer satisfaction.
• Two of our VCT healthcare companies are helping with the fight against Coronavirus (Covid- 19). These are
Healios and Forward Clinical (T/A Pando).
• Following several successful exits, the Company has a strong level of cash representing 30% of the portfolio.

Important documents - Please ensure that you retain your share certificates in a safe place. Should you 
choose to sell your shares you will be required to produce these share certificates and copies will not 

suffice. Replacement certificates requested from Computershare, the registrars, will incur a substantial 
fee.

This Q&A is provided for information purposes only and does not constitute an offer to invest in the 
Company.  This Q&A has not been audited and nothing in this Q&A constitutes tax, legal or investment 
advice.  The value of investments can fall as well as rise and an investor may not get back the original 

amount invested. 

14. You highlighted 2 exits 10x return investments in the past 2 years. Could you highlight the name(s) in your
portfolio you expect will have similar return next few years.
This is both commercially sensitive and impossible to predict as it depends on the future behaviour of the equity
market, strategic buyers and portfolio company performance. In the portfolio of investments section in the
accounts is a summary of valuations relative to cost, which can highlight where performance to date has justified a
significant write up.

15. Why have Albion funds performed better than its peers during this time?
In general, the VCT sector has been writing down its investments; because the Albion VCTs are concentrated in
sectors that are more resilient than many, their write-downs have been at the lower end of the scale.
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