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Dividends Declared in Respect of Each Financial Year

Purpose and Strategy
The purpose of the Company is to provide shareholders with a high dividend yield and the potential for capital growth by investing
predominantly in high yielding fixed interest securities. To achieve this, the strategy of the Company is to follow the investment policy
outlined on page 15 of this report and to utilise the benefits of being a closed-ended investment vehicle.
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1 Net asset value and ordinary share price total return have been restated from 3.79% and 6.71% respectively to reflect a correction to the
underlying calculation.
2 Source: Bloomberg.
3 The premium and dividend yield as at 30 June 2019 has been restated from 10.53% and 7.30% in order to be consistent with other financial
highlights that reference bid share prices.

* A description of the Alternative Performance Measures used above and information on how they are calculated can be found on pages
53 to 55.
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Key points
• Net asset value total return of -6.22%

• Ordinary share price total return of -14.14%

• Dividend yield of 9.41%, based on dividends at an
annualised rate of 4.46 pence and a bid share
price of 47.40 pence as at 30 June 2020

• Ordinary share price trading at a discount of
0.25% as at 30 June 2020

• £6.1m of equity raised during the year to 30 June
2020.

Investment and Share Price Performance
I reported healthy performance for your Company at the interim
stage of this financial year but the onset of the COVID-19 pandemic
wrought havoc on the markets and the full year performance
numbers have reversed this early gain and more. Most of the
damage occurred in March 2020 when selling pressure peaked.
There has since been some return of confidence, supported by
massive Government intervention, which brought about a partial
recovery in the share price. As at 30 June 2020, the net asset value
per ordinary share was 47.52p and the share price 47.40p which
were falls of 6.22% and 14.14% respectively on a total return basis
for the financial year.r.r Apart from the year just ended, your
Company has had a positive total return from its net asset value in
every year since 2009 so this year’s results are naturally
disappointing but it is instructive to note that the holdings in your
Company’s portfolio have, in the main, weathered the economic
storm reasonably well and the price impact has been largely due
to market re-rating.

A further unwelcome result of the pandemic has been the erosion
of your Company’s share price premium which explains the
variance between the share price performance and that of the net
asset value. The shares briefly slipped to a discount of 41.8% to net
asset value at the height of the selling pressure in March 2020 but
as at the end of June 2020 had recovered almost to parity. As I
write this report, a premium has been reestablished (~6%) but this
remains lower than the peak of 10% reached during the financial
year.r.r

The COVID-19 pandemic has obviously dominated global news and
economic agendas for the last 6 months and this unprecedented
event in modern times has given your Investment Manager a
number of challenges to deal with. Nevertheless, other major
issues continued: Brexit negotiations in the UK and the impending
US Presidential election as well as US/China trade wars added
additional tensions. The Investment Manager’s review on pages 5
to 6 provides more details on these topics as well as a portfolio
review.

Earnings and Dividends
The Company's revenue earnings per ordinary share were 4.59
pence for the financial year, 2.34% higher than the 4.49 pence
earned last year.r.r

The Company declared three interim dividends of 1.00 pence in
respect of the period, and one interim dividend of 1.46 pence. The

aggregate payment of 4.46 pence per share represents a 0.23%
increase on the 4.45 pence paid last year and was fully covered by
earnings. Based on an annualised rate of 4.46 pence and a share
price of 47.40 pence as at 30 June 2020, this is a dividend yield of
9.41%.

The Board pays close attention to dividends and, since its launch in
2007, dividends paid by the Company have increased every year.r.r
This is illustrated by the graph on the inside front cover.r.r The Board
currently expects that the Company’s aggregate dividend for the
next financial year will be at a similar level to last year’s and will
again be covered by earnings. If the earnings trajectory changes,
the Board is prepared to use reserves if it makes sense to do so.

Looking further out, the exceptionally low interest rate
environment is reducing the universe of possible investments
available to your Manager to maintain the Company’s earnings.
This makes the Manager’s job harder but, as things stand, still
possible. The Board recognises that it is not necessarily the case
that the current level of dividends can be maintained in the longer
term but it expects that in the immediate future, the dividend policy
can continue.

Gearing
In December 2018 the Company replaced its existing one year
£30m Scotiabank loan facility with a new two year £35m facility
from the same bank at a current all-in rate of 1.26%. With the
exception of its term, the facility is comparable to the one that it
replaced. £31m was drawn down at 30 June 2020 and the Company
had an effective gearing rate of 13.68%.

The Board believes that a modest but meaningful amount of
gearing (one of the notable advantages of closed ended funds
compared to open ended) is desirable and expects to maintain
approximately this level of gearing during the next financial year.r.r

Share Issuance
For most of the year to 30 June 2020, the market continued to
attach a premium rating to your Company’s shares, allowing us to
issue new shares in a gradual manner and only when your
Investment Manager was confident he could invest the additional
funds favourably. £6.1m was raised from new and existing
shareholders during the review period, with 10.5m ordinary shares
issued from the block listing facility. The shares returned to a
premium rating in July 2020 and a further £1.5m has been raised
since 30 June 2020. As well as a modest increase in net asset value
from any issue of shares, the Board expects that over time existing
shareholders will benefit from lower ongoing charges and greater
liquidity in the Company's shares, all other things being equal.

Regulations and Corporate Governance
In recent years there has been a substantial increase in the
regulatory requirements of Boards including demonstrating
compliance with ‘Section 172’ of the 2006 Companies Act through
the requirements of the AIC Code. This is the first year your
Company’s Annual Report and Accounts has been required to do
this. In summary, Section 172 concerns the ‘duty to promote the
success of the company’ for the benefit of its members and pages
13 onwards provide detail of how the Board acts in this regard.
One element concerns the wider community and environment and
the Board fully supports the growing importance placed on
Environmental, Social and Governance (“ESG”) factors when

Statement from the Chair Strategic Report
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asking the Company’s Investment Manager to deliver against the
Company’s objectives.

The composition of the Board has not changed this financial year
and is unlikely to in the next year either.r.r An external board
evaluation was commissioned from Fletcher Jones Limited
(“Fletcher Jones”), an experienced organisation in the investment
companies sector and was carried out during June and July 2020.
Fletcher Jones concluded that the Board ‘operates well with skill
and focus on all the areas of importance’. Further comment on this
can be found on page 24.

Service providers
During the financial year covered by this report, there have been
some major changes to the service providers for your Company, in
all cases following a competitive search process. Towards the end
of 2019, BNP Paribas Securities Services S.C.A. Jersey Branch
(“BNP Paribas”) became Company Secretary, Administrator,
Depositary and Custodian. I am not only very pleased with the
smooth transfer of all these operations but also with the service
we have since received. Both have been excellent.

More recently, we have appointed N+1 Singer as the Company’s
new corporate broker.r.r This happened in May 2020 and once again,
the transfer has been straightforward. We look forward to working
with them.

Investment Management Fee
With effect from 18 September 2019, the Board agreed a revised
fee schedule for the management of the Company's assets with
the Investment Manager which lowered management fees charged
on the Company’s total assets (less current liabilities other than
bank borrowings) over £300m from 0.7% to 0.6% per annum. As
the Company grows in size over time, the new lower fee band will
become effective, bringing benefit to the ongoing charges ratio.

Statement regarding COVID-19 Pandemic
The Board has been working closely with the Investment Manager
and the Company’s key suppliers to minimise the risk the virus
poses to the health and wellbeing of all those working on the
management and administration of the Company. We have
received regular updates to ensure that normal operations of the
Company are continuing to work effectively and have endeavoured
to assess whether there are any additional risks to the Company’s
finances. I am pleased that the business continuity plans put in
place have worked well in all cases and that we have been able to
maintain every aspect of the Company’s requirements with no
diminution of service throughout the period of lockdown.

Outlook
If an effective vaccine for COVID-19 is discovered, the world will
still take a while to return to pre-pandemic behaviour as the
distribution and administration of such will be lengthy. In other
words, a best case scenario has a virus impact for some time to
come and your Company’s portfolio needs to be ready for this.

It is already clear there are major winners (technology, health)
and, at least for now, losers (hospitality, travel, retail) from the
pandemic. It is a credit to the work of your Investment Manager
that, to date, in the underlying investments held by your Company,
the number of defaults or severe credit impairments triggered as
far as can be judged by the pandemic has been low and I have
confidence that their ongoing diligent analysis will see this
continue. This is key to the strategy and therefore the outlook of
your Company which is mainly to hold a diverse portfolio of high
yielding fixed income instruments, preferably purchased at a price
below their redemption value to generate some capital gain and
with rigorous credit analysis to avoid ‘blow ups’. YoYoY ur Investment
Manager, Ian ‘Franco’ Francis has been doing this successfully
down the years and I see no reason why he will not continue to do
so.

Notice of Annual General Meeting
The notice of the Annual General Meeting to be held at 11.00 a.m.
at IFC1, The Esplanade, St. Helier, Jersey, JE1 4BP on 3 December
2020, including the proposed resolutions, can be found on pages 57
to 58.

The Board considers that the passing of the resolutions to be
proposed at the Annual General Meeting is in the best interests of
the Company and its shareholders as a whole and is most likely to
promote the success of the Company for the benefit of the
shareholders as a whole. The Board unanimously recommends
that all shareholders vote in favour of those resolutions.

Caroline Hitch
Chair

17 September 2020
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Introduction
As I reflect over this unprecedented financial year to 30 June 2020,
it seems that the COVID-19 pandemic has overshadowed all
activities as it has had a massive impact on the health of many
nations as it spreads across the globe and the economic
ramifications will be with us for years to come. Nevertheless,
companies have continued to trade and your Company with its focus
on fixed interest securities has continued to trade and pay dividends
to its shareholders. We have seen a sharp fall in its net asset value
in the month of March 2020 and a steady recovery since then as
some confidence has returned to the market.

The year under review can almost be divided neatly in two parts. The
first part between July 2019 and January 2020 was fairly quiet for the
Company with the net asset value rising modestly and the economic
news in the UK dominated by the Brexit withdrawal from the EU. In
the US, the on-off trade war with China was the main focus. The
second part was the spread of the global reach of COVID-19 and the
nearly total lockdown of countries and economies that started in
Asia in January and February and then moved into Europe and the
Americas over March and April.

Market and economic review
Markets reacted in sheer panic in March 2020 with our own FTSE All
Share Index falling over 18% having already had a weak February.
Market liquidity disappeared as buyers were pretty much non-
existent, combined with a tsunami like wave of selling from ETFs
and open-ended funds. What was different to all previous crises was
the speed, magnitude and coordination of the major global
Governments who put in place a massive jobs protection and
economic stimulus package. The ordinary shares in your Company
fell by 28% in March with the net asset value falling by 19% as the
shares traded at a discount.

April was the month in which the reality of COVID-19 and the
subsequent lockdown really bit hard. In the UK the economic
indicators fell sharply with an implied annual fall of 7% in GDP being
forecast. Consumers started to be very careful with their spending
and repaying debt. Europe, although ahead in terms of its
emergence from lockdowns, showed unprecedented damage to the
Eurozone economy with slumping global demand for products and
services, staff shortages and supply line problems together with
Southern Europe starting to take a massive hit to its tourism sector.r.r
The US had over 20 million new jobless claims in April as economic
activity cratered and GDP was down 4.8% in the first quarter.r.r Banks
have essentially been forced to pass equity dividends, which
effectively upgrades the debt instruments issued by them, and
Property companies, which have been hit hard by markets, will
partially recover when true asset values and income streams can be
evaluated. There were of course sectors which have benefitted from
the lockdown: Food retailers saw massive panic buying in the early
stages and may well slowly be re-rated downwards as the new
normal is reached. The share price of your Company bounced back
strongly in April; rising by 15% and returning to trading at a
premium.

In the UK, the rapid downturn in the private sector continued in May,
albeit at a marginally slower rate than April. However, the fall in
business activity was almost exclusively due to business shutdowns,
cancellation of customer orders, and the overall slump in demand

due to the COVID-19 pandemic. In Europe, the downturn started to
show signs of easing as restrictions were lifted although worries
remain that the demand side of the economy will remain weak for
some time to come. For the US, the unemployment rate hit 14.7% in
April up from 4.4% in March.

Sentiment in the real economy improved in June as lockdowns
started to be loosened. In the UK, the private sector showed a
rebound in confidence and hopes of a recovery over the next 12
months. Some of the sectors in the economy brought back some of
their furloughed staff, the strongest of which was manufacturing
which tipped into growth ending a 3-month period of decline.
Despite this positivity, not all areas of manufacturing showed
strength: aerospace and automotive sectors remained particularly
weak. Despite all the efforts being made by the government and
Bank of England to support the economy, many jobs are going to be
lost and may not come back in areas that lose them for some time.
Providing large infrastructure projects may not give opportunities
for jobs lost in the arts, hotels and travel industries. On top of all of
this, we still have to negotiate trade deals for all areas of the
economy post Brexit, with governments keen to look after their own
post the COVID-19 pandemic. In Europe, the Mediterranean states
that rely to a great extent on tourism for revenue are now opening
hotels, restaurants and bars to try to save the summer high season
whilst their governments negotiate as to who can and who can’t
travel to their country. The US economy added 4.8 million jobs as a
partial resumption to the economy got under way. This is still some
14.7 million, or 9.6%, below the February number; this shows some
good news, but there is a long way to go.

All that the vast amounts of funds being injected by the seemingly
unlimited amounts of QE are doing is to move the level of markets
away from the real economy, trying to keep companies and markets
afloat until the economy can recover.r.r This is a high risk strategy but
definitely in line with the ‘whatever it takes’ world of Central Banks.

Portfolio Review
We have continued to maintain a diversified portfolio across a range
of sectors and have a good proportion of the portfolio in non-sterling
currencies. Turnover within the portfolio has remained low and we
have seen a number of investments redeem their bonds either at
their scheduled repayment date or earlier if the opportunity arose.
Examples are the Aldermore 11 7/8% bond which repaid £4 million
at the end of April and the Balfour Beatty Convertible Preference
Shares which repaid £4.12 million on 1 July. We have used this
liquidity to selectively invest in interesting companies. New holdings
in the top ten over the year are Just Group 8.125% 2029; a UK
financial services group focussing on the retirement market,
Ardonagh Midco Three 8.375% 2023; an insurance brokerage and
Co-Operative Finance FRN; a UK financial services group.

Our diverse portfolio has provided some protection from the
economic effects of COVID-19 but we have suffered in a few portfolio
constituents. The most notable to date has been Matalan Finance
where we hold the 9.5% 2024 bond. The company has been badly
affected by the lockdown and its bond price fell from 87 in January
to below 25 during March/April but has subsequently recovered to
41. Matalan, with the agreement of bondholders, has converted the
second lien bond to PIK (payment in kind). Along with money from
the government scheme and £50 million in fresh financing this

191531_NCityAR20 Txt PRINT.qxp_191531_NCityAR20 Txt V5  22/10/2020  14:39  Page 5



allows the company to continue trading. The Company’s net asset
value reached a low of 43.3p on 1 April 2020 but has recovered
gradually since then to reach 47.5p on 30 June 2020. The share price
closed the year at 47.4p. We are monitoring closely how companies
are dealing with COVID-19 restrictions and, as we did in the global
financial crisis, look for any opportunities as they arise.

The revenue account has held up well during the year and the
earnings of 4.59p per share are ahead of the 2019 earnings of 4.49p
per share. In my regular discussions with shareholders the revenue
and dividends are topics of crucial importance and the ability of any
portfolio company to pay its coupon or expected dividend is one of
the major indicators we follow.

With the inclusion of dividends paid the total net asset return for the
year to 30 June 2020 was a decline of 6.22%.

Outlook
We do not expect the economic recovery to follow a classic V shape,
there will be industries which will be changed forever, such as
Airlines and Travel. There will be other sectors which have been hit
hard in the lockdown, such as Pubs and Restaurants, which may
take some time to adapt and recover, even with help from the
government, and Retail, where the business model will be forced to
evolve quickly to survive.

The initial months of the new financial year are usually a quieter and
lower volume period; maybe not this year, with the ongoing
pandemic and the US Presidential election coming in November and
the ongoing trade wars between the USA and China.

I will be working as usual over the forthcoming months to carefully
monitor your portfolio and ensure that it is in the best possible
position to stand against whatever lies ahead.

Ian “Franco” Francis
New City Investment Managers

17 September 2020
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Classification of Investment Portfolio
as at 30 June 2020

                                                                                                                                                                                                                                                                                                                                                                                        22002200 TToottaall                                                                        22001199 TToottaall
                                                                                                                                                                                                                                                                                                                                                                                  iinnvveessttmmeennttss                                                                iinnvveessttmmeennttss
BByy CCuurrrreennccyy                                                                                                                                                                              %                                                    %                                                                                                                                                                              %                                                    %

SStteerrlliinngg                                                                                                                                                                                                                                                                                                                                                                           7733                                                                                                  7733
UUSS ddoollllaarr                                                                                                                                                                                                                                                                                                                                                                      1199                                                                                                   1199
EEuurroo                                                                                                                                                                                                                                                                                                                                                                                           77                                                    7                                                   7
NNoorrwweeggiiaann kkrroonnee                                                                                                                                                                                                                                                                                                                                             11                                                    1                                                   1

TToottaall iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                                                         110000                                                                                                     110000

                                                                                                                                                                                                                                                                                                                                                                                              22002200 TToottaall                                                                        22001199 TToottaall
                                                                                                                                                                                                                                                                                                                                                                                        iinnvveessttmmeennttss                                                                iinnvveessttmmeennttss

BByy AAsssseett CCllaassss                                                                                                                                                                          %                                                    %                                                                                                                                                                         %                                                    %

BBoonnddss                                                                                                                                                                                                                                                                                                                                                                                8822                                                                                                  8822
EEqquuiittyy sshhaarreess                                                                                                                                                                                                                                                                                                                                                      1133                                                                                                  1133
CCoonnvveerrttiibbllee BBoonnddss                                                                                                                                                                                                                                                                                                                                         55                                                    5                                                   5

TToottaall iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                                                         110000                                                                                                     110000

                                                                                                                                                                                                                                                                                                                                                                                              22002200 TToottaall                                                                         22001199 TToottaall
                                                                                                                                                                                                                                                                                                                                                                                        iinnvveessttmmeennttss                                                                 iinnvveessttmmeennttss

BByy QQuuoottaattiioonn                                                                                                                                                                             %                                                     %                                                                                                                                                                             %                                                     %

LLiisstteedd//QQuuootteedd oonn aa rreeccooggnniisseedd iinnvveessttmmeenntt eexxcchhaannggee                                                                                                                                                                                                   9966..22                                                                                             9955..99
QQuuootteedd vviiaa ddiirreecctt bbrrookkeerr qquuootteess                                                                                                                                                                                                                                                                                   33..88                                                                                                 44..11

TToottaall iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                                     110000..00                                                                                              110000..00

Classification of Investment Portfolio    by Sector

                                                                                                                                                                                                 2020 Total        2019 Total
                                                                                                                                                                                      investments    investments
As at 30 June                                                                                                                                                                                %                           %

FFiinnaanncciiaallss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  48.6                    47.4

EEnneerrggyy                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     14.6                    11.5

IInndduussttrriiaallss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      9.4                    12.9

CCoonnssuummeerr DDiissccrreettiioonnaarryyrryrr                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        7.5                    11.5

CCoonnssuummeerr SSttaapplleess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           7.1                      4.5

RReeaall EEssttaattee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  6.2                      3.2

MMaatteerriiaallss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              4.4                      3.4

IInnffoorrmmaattiioonn TTeecchhnnoollooggyy                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2.2                     5.6

Total Investments                                                                                                                                                                        100.0                 100.0
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                                                                                                                                                                                                                                                                                                                                                                                                                            VVaaVVaVV lluuaattiioonn                                                             TToottaall
CCoommppaannyy                                                                                                                                                                                                                      SSeeccttoorr                                                                                                                                                        ££’’000000                        IInnvveessttmmeennttss %%

GGaallaaxxyy FFiinnccoo LLttdd 99..2255%% 3311//0077//22002277                                                                                                          FFiinnaanncciiaallss                                                                                                                          1100,,991166                                                             44..77

PPuunncchh TTaavveerrnnss 77..7755%% 3300//1122//22002255                                                                                                                CCoonnssuummeerr DDiissccrreettiioonnaarryy                                                                        1100,,442277                                                             44..55

VViirrggiinn MMoonneeyy 88%% PPEERRPP                                                                                                                                                     FFiinnaanncciiaallss                                                                                                                              99,,994455                                                             44..33

SShhaawwbbrrooookk GGrroouupp FFRRNN PPEERRPP                                                                                                                              FFiinnaanncciiaallss                                                                                                                              77,,555566                                                             33..33

AAggggrreeggaatteedd MMiiccrroo 88%% 1177//1100//22003366                                                                                                                EEnneerrggyy                                                                                                                                          77,,008811                                                             33..11

CCoo--OOppeerraattiivvee FFiinnaannccee 2255//0044//22002299 FFRRNN                                                                                             FFiinnaanncciiaallss                                                                                                                              66,,668866                                                             22..99

JJuusstt GGrroouupp PPllcc 88..112255%% 2266//1100//22002299                                                                                                            FFiinnaanncciiaallss                                                                                                                              66,,559977                                                             22..99

EEuurroonnaavv LLuuxxeemmbboouurrgg SSAA 77..55%% 3311//0055//22002222                                                                                 EEnneerrggyy                                                                                                                                          66,,224477                                                             22..77

RReeaa FFiinnaannccee 88..7755%% 3311//0088//22002200                                                                                                                         CCoonnssuummeerr SSttaapplleess                                                                                                 66,,221144                                                             22..77

AArrddoonnaagghh MMiiddccoo TThhrreeee PPllcc 88..337755%% 1155//0077//22002233                                                                   FFiinnaanncciiaallss                                                                                                                              66,,111122                                                             22..66

TToopp tteenn iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                             7777,,778811                                                         3333..77

AAmmeerriiccaann TTaann 77..7755%% 0022//0077//22002255                                                                                                                    IInndduussttrriiaallss                                                                                                                             66,,003333                                                             22..66

IIcceellaanndd BBoonnddccoo 66..7755%% 1155//0077//22002244                                                                                                              CCoonnssuummeerr SSttaapplleess                                                                                                 55,,668833                                                             22..55

GGaarrffuunnkkeelluuxx HHoollddiinnggss 1111%% 0011//1111//22002233                                                                                              FFiinnaanncciiaallss                                                                                                                              55,,667733                                                             22..55

JJuusstt GGrroouupp PPllcc FFRRNN PPEERRPP                                                                                                                                         FFiinnaanncciiaallss                                                                                                                              55,,448800                                                             22..44

OOnneeSSaavviinnggss BBaannkk FFRRNN PPEERRPP                                                                                                                               FFiinnaanncciiaallss                                                                                                                              55,,335599                                                             22..33

RRaavveenn RRuussssiiaa 1122%% PPRREEFF                                                                                                                                               RReeaall EEssttaattee                                                                                                                          44,,551133                                                             22..00

BBrraacckkeenn MMiiddccoo 88..887755%% 1155//1100//22002233                                                                                                            FFiinnaanncciiaallss                                                                                                                              44,,446655                                                             11..99

VViirrggiinn MMoonneeyy 88..7755%% PPEERRPP                                                                                                                                          FFiinnaanncciiaallss                                                                                                                              44,,220033                                                             11..88

WWeelllltteecc AA//SS 99..55%% 0011//1122//22002222                                                                                                                                EEnneerrggyy                                                                                                                                          44,,009988                                                             11..88

BBIICCCC PPllcc 99..667755%% 0011//0077//22002200 CCVV PPRREEFF                                                                                                IInndduussttrriiaallss                                                                                                                             44,,003388                                                             11..77

TToopp ttwweennttyy iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                            112277,,332266                                                         5555..22

GGrraann CCoolloommbbiiaa 88..2255%% 3300//0044//22002244                                                                                                                MMaatteerriiaallss                                                                                                                                 33,,669999                                                             11..66

BBaarrccllaayyss PPllcc FFRRNN PPEERRPP                                                                                                                                                 FFiinnaanncciiaallss                                                                                                                              33,,550077                                                             11..55

EEuurroonnaavv NNVV                                                                                                                                                                                            EEnneerrggyy                                                                                                                                          33,,337711                                                             11..55

TTiizziirr LLttdd 99..55%% 1199//0077//22002222                                                                                                                                            MMaatteerriiaallss                                                                                                                                 33,,337700                                                             11..55

DDeeuuttsscchhee BBaannkk AAGG FFRRNN PPEERRPP                                                                                                                           FFiinnaanncciiaallss                                                                                                                              33,,331133                                                             11..44

VVPPCC SSppeecciiaallttyy LLeennddiinngg IInnvveessttmmeennttss PPllcc                                                                                           FFiinnaanncciiaallss                                                                                                                              33,,330000                                                             11..44

PPeerrmmaanneenntt TTSSBB FFRRNN PPEERRPP                                                                                                                                     FFiinnaanncciiaallss                                                                                                                              33,,116699                                                             11..44

LLllooyyddss BBaannkkiinngg FFRRNN PPEERRPP                                                                                                                                       FFiinnaanncciiaallss                                                                                                                              33,,007711                                                             11..33

UUnniiqquuee PPuubb FFiinnaannccee 77..339955%% 2288//0033//22002244                                                                                         FFiinnaanncciiaallss                                                                                                                              22,,994422                                                             11..33

CChhaannnneell IIssllaannddss PPrrooppeerrttyy FFuunndd                                                                                                                       FFiinnaanncciiaallss                                                                                                                              22,,778888                                                             11..22

TToopp tthhiirrttyy iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                 115599,,885566                                                         6699..33

DDiivveerrssiiffiieedd GGaass && OOiill PPllcc                                                                                                                                               EEnneerrggyy                                                                                                                                          22,,778822                                                             11..22

SSttoobbaarrtt FFiinnaannccee 22..7755%% 0088//0055//22002244 CCVV                                                                                                 IInndduussttrriiaallss                                                                                                                             22,,776600                                                             11..22

MMaattaallaann FFiinnaannccee 3311//0011//22002244                                                                                                                                 CCoonnssuummeerr DDiissccrreettiioonnaarryy                                                                            22,,774422                                                             11..22

SShhaammaarraann 1122%% 0055//0077//22002233                                                                                                                                      EEnneerrggyy                                                                                                                                          22,,669900                                                             11..22

SSBB HHoollddccoo PPllcc FFRRNN 1133//0077//22002222                                                                                                                        CCoonnssuummeerr DDiissccrreettiioonnaarryy                                                                            22,,663366                                                             11..11

BBoommbbaarrddiieerr IInncc 77..55%% 1155//0033//22002255                                                                                                                  IInndduussttrriiaallss                                                                                                                             22,,559999                                                             11..11

FFiirrsstt QQuuaannttuumm 77..55%% 0011//0044//22002255                                                                                                                     MMaatteerriiaallss                                                                                                                                 22,,559988                                                             11..11

SSQQNN SSeeccuurreedd IInnccoommee FFuunndd PPllcc                                                                                                                         FFiinnaanncciiaallss                                                                                                                              22,,442222                                                             11..11

YYeeYYeYY ww GGrroovvee RREEIITT PPllcc                                                                                                                                                                 RReeaall EEssttaattee                                                                                                                          22,,337711                                                             11..00

RReeaa HHoollddiinnggss PPllcc PPRREEFF                                                                                                                                                   CCoonnssuummeerr SSttaapplleess                                                                                                 22,,335599                                                             11..00

TToopp ffoorrttyy iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                   118855,,881155                                                         8800..55
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                                                                                                                                                                                                                                                                                                                                                                                                                            VVaaVVaVV lluuaattiioonn                                                             TToottaall
CCoommppaannyy                                                                                                                                                                                                                      SSeeccttoorr                                                                                                                                                        ££’’000000                        IInnvveessttmmeennttss %%

RRaavveenn RRuussssiiaa 66..55%% 0077//0077//22002266 CCVV PPRREEFF                                                                                       RReeaall EEssttaattee                                                                                                                          22,,221144                                                             11..00

HHDDLL DDeebbeennttuurree 1100..337755%% 3311//0077//22002233                                                                                                     FFiinnaanncciiaallss                                                                                                                              22,,114400                                                             00..99

PPrreemmiieerr OOiill PPllcc 55%% 3311//0055//22002211                                                                                                                         EEnneerrggyy                                                                                                                                          22,,111188                                                             00..99

LLllooyyddss BBaannkkiinngg FFRRNN PPEERRPP                                                                                                                                       FFiinnaanncciiaallss                                                                                                                              11,,999966                                                             00..99

GGaarrffuunnkkeelluuxx HHoollddccoo 88..55%% 0011//1111//22002222                                                                                                   FFiinnaanncciiaallss                                                                                                                              11,,996688                                                             00..99

BBoorreeaalliiss FFiinnaannccee 77..55%% 1166//1111//22002222                                                                                                             IInndduussttrriiaallss                                                                                                                             11,,889900                                                             00..88

RRMM SSeeccuurreedd DDiirreecctt LLeennddiinngg PPllcc                                                                                                                       FFiinnaanncciiaallss                                                                                                                              11,,887755                                                             00..88

OOaakkNNoorrtthh BBaannkk 0011//0066//22002288 FFRRNN                                                                                                                   FFiinnaanncciiaallss                                                                                                                              11,,880000                                                             00..88

AAzzeerriioonn HHllddggss 1177//0033//22002233 FFRRNN                                                                                                                        IInnffoorrmmaattiioonn TTeecchhnnoollooggyy                                                                               11,,779988                                                             00..88

DDoorriicc NNiimmrroodd AAiirr TThhrreeee LLttdd                                                                                                                                     IInndduussttrriiaallss                                                                                                                             11,,667711                                                             00..77

TToopp ffiiffttyy iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                      220055,,228855                                                         8899..00

HHuurrrriiccaannee EEnneerrggyy 77..55%% 2244//0077//22002222 CCVV                                                                                               EEnneerrggyy                                                                                                                                          11,,447711                                                             00..66

IInnddeeppeennddeenntt OOiill 2200//0099//22002244 FFRRNN                                                                                                                  EEnneerrggyy                                                                                                                                          11,,441155                                                             00..66

BBlluueewwaatteerr HHoolldd 1100%% 2288//1111//22002233                                                                                                                   IInndduussttrriiaallss                                                                                                                             11,,440099                                                             00..66

NNeeww LLooookk SSeeccuurreedd 1122%% 0033//0055//22002244                                                                                                        CCoonnssuummeerr DDiissccrreettiioonnaarryy                                             11,,334422                           00..66

OOttiiggaa GGrroouupp FFRRNN 0088//0077//22002222                                                                                                                                CCoonnssuummeerr SSttaapplleess                                                                  11,,334411                           00..66

VVeerriittaass UUSS//BBMM 77..55%% 0011//0022//22002233                                                                                                                     IInnffoorrmmaattiioonn TTeecchhnnoollooggyy                                                                               11,,331177                     00..66

AAllttiiccee FFiinnaanncciinngg 77..55%% 1155//0055//22002266                                                                                                                IInnffoorrmmaattiioonn TTeecchhnnoollooggyy                                                                               11,,228822                         00..66

NNTT RRiigg HHoollddccoo 77..55%% 1199--2200//1122//22002211                                                                                                          FFiinnaanncciiaallss                                                                                                                              11,,117766                     00..55

NNeewwrriivveerr RREEIITT PPllcc                                                                                                                                                                     RReeaall EEssttaattee                                                                                                                          11,,116688                         00..55

AAeeww UUKK RREEIITT PPllcc                                                                                                                                                                          RReeaall EEssttaattee                                                                                                                          11,,112222                         00..44

TToopp ssiixxttyy iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                   221188,,332288                       9944..66

RReeggiioonnaall RREEIITT LLttdd                                                                                                                                                                      RReeaall EEssttaattee                                                                                                                          11,,005544                     00..55

UUrrbbaann LLooggiissttiiccss RREEIITT PPllcc                                                                                                                                             RReeaall EEssttaattee                                                                                                                                998822                           00..44

TTuuffttoonn OOcceeaanniicc AAsssseettss LLttdd                                                                                                                                         FFiinnaanncciiaallss                                                                                                                                     997744                     00..44

NNaavviiggaattoorr HHoollddiinnggss 77..7755%% 1100//0022//22002211                                                                                                 EEnneerrggyy                                                                                                                                                 994488                     00..44

PPaallaaccee CCaappiittaall PPllcc                                                                                                                                                                     RReeaall EEssttaattee                                                                                                                                779999                     00..33

JJPPII MMeeddiiaa GGrroouupp SSeenniioorr NNootteess ((FFaacciilliittyy BB))                                                                                   IInndduussttrriiaallss                                                                                                                                   770099                         00..33

NNTT RRiigg HHoollddccoo 1122%% 2200//1122//22002211                                                                                                                        FFiinnaanncciiaallss                                                                                                                                     669944                     00..33

RReeaa HHoollddiinnggss PPllcc 77..55%% 3300//0066//22002222                                                                                                            CCoonnssuummeerr SSttaapplleess                                                                                                       669933                         00..33

PPeennssiioonn IInnss 88%% 2233//1111//22002266                                                                                                                                      FFiinnaanncciiaallss                                                                                                                                     663366                         00..33

CCrroommaa SSeeccuurriittyy SSoolluuttiioonnss GGrroouupp                                                                                                                   IInnffoorrmmaattiioonn TTeecchhnnoollooggyy                                                                                      662255                         00..33

TToopp sseevveennttyy iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                         222266,,444422                         9988..11

OOtthheerr iinnvveessttmmeennttss ((2211))                                                                                                                                                                                                                                                                                         44,,229999                         11..99

TToottaall iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                                 223300,,774411                                                     110000..00

NNootteess::

CCVV –– CCoonnvveerrttiibbllee BBoonndd                                                                                                       PPRREEFF –– PPrreeffeerreennccee SShhaarreess
FFRRNN –– FFllooaattiinngg RRaattee NNoottee                                                                                           RREEIITT –– RReeaall EEssttaattee IInnvveessttmmeenntt TTrruusstt
PPEERRPP –– PPeerrppeettuuaall                                                                                                                       
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10 Top Ten Largest Holdings

VVaalluuaattiioonn ((DDeepprreecciiaattiioonn))// VVaalluuaattiioonn
3300 JJuunnee 22001199 PPuurrcchhaasseess SSaalleess aapppprreecciiaattiioonn 3300 JJuunnee 22002200

££’’000000 ££’’000000 ££’’000000 ££’’000000 ££’’000000

GGaallaaxxyy FFiinnccoo LLttdd 99..2255%% 3311//0077//22002277
AA ssppeecciiaalliisstt pprroovviiddeerr ooff wwaarrrraannttiieess ffoorr
ccoonnssuummeerr eelleeccttrriicc pprroodduuccttss –– 1111,,003311 –– ((111155)) 1100,,991166

PPuunncchh TTaavveerrnnss 77..7755%% 3300//1122//22002255
AA ppuubblliicc hhoouussee ooppeerraattoorr iinn tthhee UUnniitteedd
KKiinnggddoomm.. 1100,,442244 113399 –– ((113366)) 1100,,442277

VViirrggiinn MMoonneeyy FFRRNN PPEERRPP
AA BBrriittiisshh bbaannkkiinngg ccoommppaannyy ccoonncceennttrraattiinngg
oonn UUKK RReettaaiill aanndd SSMMEE rreeggiioonnaall bbaannkkiinngg
sseerrvviicceess.. 88,,770099 11,,994422 –– ((770066)) 99,,994455

SShhaawwbbrrooookk GGrroouupp 77..887755%% FFRRNN PPEERRPP
AA BBrriittiisshh mmuullttiinnaattiioonnaall bbaannkkiinngg aanndd ffiinnaanncciiaall
sseerrvviicceess ccoommppaannyy.. 88,,336655 22,,224433 –– ((33,,005522)) 77,,555566

AAggggrreeggaatteedd MMiiccrroo 88%% 1177//1100//22003366
AA BBrriittiisshh ccoommppaannyy uussiinngg ssmmaallll ssccaallee,,
eessttaabblliisshheedd tteecchhnnoollooggiieess ttoo ccoonnvveerrtt wwoooodd
aanndd wwaassttee iinnttoo eenneerrggyy iinn tthhee ffoorrmm ooff hheeaatt
aanndd eelleeccttrriicciittyy 55,,226677 22,,000000 –– ((118866)) 77,,008811

CCoo--OOppeerraattiivvee FFiinnaannccee 2255//0044//22002299 FFRRNN
AA rreettaaiill aanndd ccoommmmeerrcciiaall bbaannkk iinn tthhee UUnniitteedd
KKiinnggddoomm.. –– 66,,998800 –– ((229944)) 66,,668866

JJuusstt GGrroouupp ppllcc 88..112255%% 2266//1100//22002299
AA BBrriittiisshh ccoommppaannyy ssppeecciiaalliissiinngg iinn rreettiirreemmeenntt
pprroodduuccttss aanndd sseerrvviicceess.. –– 66,,550000 –– 9977 66,,559977

EEuurroonnaavv LLuuxxeemmbboouurrgg SSAA 77..55%% 3311//0055//22002222
AAnn iinntteerrnnaattiioonnaall sshhiippppiinngg eenntteerrpprriissee
ffooccuussssiinngg oonn ccrruuddee ooiill ttrraannssppoorrtt.. 66,,003311 – –– – 221166 66,,224477

RReeaa FFiinnaannccee 88..7755%% 3311//0088//22002200
CCuullttiivvaattoorr ooff ooiill ppaallmmss aanndd pprroodduuccttiioonn ooff
ccrruuddee ppaallmm ooiill aanndd ppaallmm pprroodduuccttss.. 66,,227755 – –– – ((6611)) 66,,221144

AArrddoonnaagghh MMiiddccoo TThhrreeee PPllcc 88..337755%% 1155//0077//22002233
AAnn iinnssuurraannccee bbrrookkeerraaggee sseerrvviicceess ccoommppaannyy
ffrroomm tthhee UUnniitteedd KKiinnggddoomm.. 44,,447777 995577 –– 667788 66,,111122

4499,,554488 3311,,779922 –– ((33,,555599)) 7777,,778811
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Principal Risks and Uncertainties and Risk Mitigation

Risks are inherent in the investment process, but it is important that their nature and magnitude are understood so that risks can be identified
and either avoided or controlled. The Board has established a detailed framework to manage the key risks that the business is exposed to, with
associated policies and processes devised to mitigate or control those risks.

As part of the onboarding process for the new administrator, the risk framework was reviewed and assessed by the Board. The Company’s
Business Risk Assessment and Policies and Procedures Manual were redrafted, involvlvl ing detailed discussions between the Board, Manager and
Administator.r.r The Compliance Monitoring Programme was approved by the Board and any issues arising as a result of testing are brought to the
attention of the Audit and Risk Committee.

Principal risks were discussed by the Board during Board meetings and at the due diligence session in January. The Board discussed risk
appetite and considered whether principal risks were increasing, decreasing or static. They also considered any new or emerging risks.

The principal risks and mitigating factors faced by the Company are set out below.

Risk

Dividend and
earnings risk

Description

The earnings that underpin the amount of dividends
declared and future dividend growth are generated by the
Company’s underlying portfolio.

One or more of the following factors could adversely affect
the Company’s earnings and, thereby, its ability to declare a
dividend:

• The persistence of lower interest rates.

• A contraction of available investment opportunities
suitable for the Company, given its investment objective
and its policy.

• The persistence of adverse market conditions or
government intervention during a macro-economic crisis
resulting in cuts to dividend income.

• Adverse changes to the tax treatments applicable to the
Company’s stream of investment and dividend income.

This risk is heightened by the ongoing economic impact of
COVID-19.

Controls

The Board has engaged with CQS, the Investment Manager, to
manage the Company’s portfolio and therefore depends upon
the Investment Manager to construct an appropriate portfolio
that will produce income allowing the Company to meet its
dividend target.

The Board monitors the implementation of the investment
strategy, reviewing the performance of the Investment Manager
on an ongoing basis and receiving a formal presentation from
the Investment Manager on a quarterly basis.

The Board receives and reviews detailed income forecasts
prepared by the Investment Manager and Administrator at each
Board meeting and when the quarterly dividends are declared.

The Company holds revenue reservrvr es, as at 30 June 2020, of
£17,982,000, which could be used for the maintenance of the
Company’s dividend target in adverse market conditions.

Market risk
leading to a
loss of share
value

The Company’s assets consist principally of listed fixed
interest securities and equities. Its greatest risks are
consequently market related, with exposure to movements
in the prices of the Company’s investments and the loss
that the Company might suffer through holding
investments in the face of negative market movements.

A downturn in capital markets could lead to a loss in value
of the Company’s shares, eroding the premium and causing
the shares to trade at a discount. This risk is heightened by
the ongoing economic impact of COVID-19.

The Board relies upon the research capabilities of the
Investment Manager and the people it employs that can use
their expertise to build a portfolio, utilising diversification, to
mitigate market risk to the extent possible.

The Board monitors the implementation of the investment
strategy and reviews the performance of the Investment
Manager on an ongoing basis and receives a formal
presentation from the Investment Manager on a quarterly basis.
At this time, the Board reviews the performance of the
Company’s investments, including both realised and unrealised
gains and losses.

The Company has generally traded at a premium to Net Asset
Value. Any reduction in the premium or move to a discount is
discussed with the Manager and Brokers, with a view to taking
action if considered appropriate. The Manager and Broker holds
regular shareholder meetings through which investor
sentiment can be gauged.

Key person
risk

Performance of the Company may be negatively affected by
a change in the fund management team within the
Investment Manager.r.r

Whilst the lead fund manager is responsible for day to day
portfolio management, an Investment Committee at the
Investment Manager also decides key stock selection.

The Board monitors and reviews the performance of the
Investment Manager on an ongoing basis and receives a formal
presentation from the Investment Manager on a quarterly basis.

The Management Engagement Committee of the Company
formally reviews the performance of the Investment Manager
annually.

i

i

1
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Emerging risks

During Board discussions on principal risks and uncertainties, the Board considered any risks that were not an immediate threat but could arise
in the longer term and have significant impact on the ability of the Company to continue to meet its objectives. Areas discussed include longer
term impacts of climate change on the Company’s portfolio and returns, and any prolonged economic impact of COVID-19 on different sectors of
the economy. The Board discussed these with the Investment Manager, and developments in both areas will be kept under review, along with the
impact of Brexit as we near the end of the transition period.

Risk

Gearing risk

Description

A fall in the value of the underlying investments could
adversely affect the Company’s level of gearing and
exacerbate the decline in value. It could also result in a breach
of loan covenants.

Controls

Gearing levels and compliance with loan covenants are
monitored by the Administrator and the Investment Manager on
a monthly basis.

The Board reviews compliance with the gearing levels and loan
covenant compliance at regular Board meetings.

The Board sets the gearing limits. Gearing will not exceed 25%
of shareholders’ funds at the time of borrowing.

Operational
risk

The Company relies upon the services provided by third
parties and is reliant on the control systems of the Investment
Manager and the Company’s other service providers.

Failures at these third parties could adversely impact the
security and/or maintenance of, inter alia, the Company’s
assets, dealing and settlement procedures, and accounting
records depend on the effective operation of these systems.
The impact of COVID-19 could increase this risk.

The operating effectiveness of third party service providers is
regularly tested and monitored and reported on at each Board
meeting. The Audit and Risk Committee receives an ISAE 3402
report (report on the description of controls placed in operation,
their design and operating effectiveness) on Fund
Administration.

The Investment Manager delivers a risk based internal audit
plan which covers different areas of its operations that are
subject to internal audit, including front, middle and
infrastructure audits. Any areas of concern relevant to the
Company are discussed with the Audit and Risk Committee
when it meets.

The Company Secretary monitors the Company’s compliance
with the Listing Rules of the UK Listing Authority and the
Company’s Compliance Officer with the regulatory rules
applicable to Jersey funds. Compliance with the Listing Rules is
reviewed by the Directors at each Board meeting and the Board
receives a quarterly report from the Company’s Compliance
Officer.r.r

The Administrator is regulated by the Jersey Financial Services
Commission.

Regulatoryryr
risk

The breach of existing regulatory rules, or failing to adopt
changes in regulatory rules in a timely manner, which could
lead to a suspension of the Company’s stock exchange listing
or financial penalties.

Political developments are closely monitored and considered by
the Board. The Board monitors closely the impact of Brexit and
changes to the tax arrangements applicable to the Company.

Whilst there is considerable uncertainty at present, the Board
will continue to monitor developments as they occur and liaise
with the Investment Manager on how to reduce downside risk
arising from these developments and take advantage of any
appropriate opportunities.

Political
risk

Political developments could affect the environment in which
the Company operates and negatively impact the value of the
Company's investments and/or demand for our shares. Brexit
uncertainty is a key political risk as we approach the end of
the transition period.

Further details of these risks and the ways in which they are
managed are disclosed in notes 16 to 21 of the financial
statements.

Financial
risk

The Company’s investment activities expose it to a variety of
financial risks that include market price risk, foreign currency
risk, interest rate risk, liquidity risk and credit risk.

i

1

1

1

1
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Stakeholders – Section 172 Statement and
Principal Decisions 

Through adopting the AIC Code, the Board acknowledges its duty to comply with section 172 of the UK Companies Act 2006 to act in a way that
promotes the success of the Company for the benefit of its members as a whole, having regard to (amongst other things):

a) consequences of any decision in the long-term;
b) the interests of the Company’s employees;
c) need to foster business relationships with suppliers, customers and others;
d) impact on community and environment;
e) maintaining reputation; and
f) act fairly as between members of the company.

Information on how the Board has engaged with its stakeholders and promoted the success of the Company, through the decisions it has taken
during the year, whilst having regard to the above, is outlined below. The Company has no employees.

Stakeholder

Shareholders

How the Board engages

Shareholders provide the capital to allow the Company to be in existence and to pursue its purpose and strategy.
Accordingly, shareholder support is essential to the continued survival and success of the Company.

The Board recognises that it is important to maintain appropriate contact with major shareholders to understand their
issues and concerns.

The Board engages with its shareholders by:

1) Publishing daily NAVAVA announcements

2) Publishing monthly fact sheets

3) Publishing half yearly and annual reports and accounts

4) Making themselvlvl es available to meet major shareholders as requested

5) Obtaining shareholder feedback received via the Investment Manager and Corporate Broker

6) Making themselvlvl es available to shareholders at the Annual General Meeting

Servrvr ice providers As a Company with no employees the Board is reliant on third party service providers to help the Company operate in a
compliant and efficient manner.r.r

The Board engages with its service providers by:

1) Receiving detailed written and verbal reports at board meetings

2) Regular communication with representatives via telephone and email to discuss ad hoc matters

3) Undertaking an annual review via the Management Engagement Committee

The wider
community and
the environment

As a responsible corporate citizen the Company recognises that its operations have an environmental footprint and
impact on wider society.

The Board fully supports the growing importance placed on Environmental, Social and Corporate Governance (“ESG”)
factors when asking the Company’s Investment Manager to deliver against the Company’s objectives. The Board have
requested that the Investment Manager take into account the broader social, ethical and environmental issues of
companies within the Company’s portfolio, acknowledging that companies failing to manage these issues adequately run
a long term risk to the sustainability of their businesses. The Investment Manager has stated that they view ESG factors
as a key driver of financing costs, valuations and performance, while also being capable of acting as a lever to shape and
influence the world for generations to come. The integration and assessment of ESG factors is a crucial part of this
commitment, and a key factor in the Investment Manager’s decision-making. Through embedding ESG into its investment
process the Investment Manager seeks to enhance its ability to identify value, investment opportunities and, critically, to
generate the best possible returns for its stakeholders. The Investment Manager is a signatory to the United Nations PRI,
fully supporting all Principles for Responsible Investment.
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Principal decisions
The table below sets out principal decisions taken by the Board during the year which have the greatest impact on the Company’s long term
success. The Board considers the factors outlined under section 172 and the wider interests of stakeholders as a whole in all decisions it takes
on behalf of the Company.

Principal decision

Review of
dividend policy

Stakeholder interests

The Board recognises the importance Shareholders place on the Company’s dividend policy and is cognisant of the need
to ensure the viability of the dividend.

It was agreed it was in the best interests of the Company and Shareholders to increase the dividend by 0.01p in the year
under review.

Amendment to
investment policy

The Board approved an amendment to the maximum permitted to be invested in an investee company. The Board believes
the amendment will give the Investment Manager greater flexibility to manage the portfolio for the benefit of
Shareholders.

Change of
servrvr ice provider

After a review, the Board concluded that it would be more efficient and beneficial to have one service provider fulfilling
the role of administrator, banker, company secretary, custodian and depositary.

Accordingly, BNP Paribas Securities Services S.C.A., Jersey Branch were appointed in place of R&H Fund Services
(Jersey) Limited and Maitland Administration Services (Scotland) Limited.

Change of
corporate broker

Following notification from the Company’s previous corporate broker, Cantor Fitzgerald Europe, that they were ceasing
the provision of corporate brokerage services in the UK, the Board undertook a review and concluded to appoint a new
corporate broker.r.r

Accordingly, the Company appointed Nplus1 Singer Advisory LLP as broker on 15 May 2020 in place of Cantor Fitzgerald
Europe.
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Strategic Review

Introduction
This review is part of a Strategic Report being presented by the
Company and is designed to provide information primarily about the
Company’s business and results for the year ended 30 June 2020. It
should be read in conjunction with the Statement from the Chair on
page 3 and the Investment Manager’s Review on page 5, which give a
detailed review of the investment activities for the year and look to the
future.

Principal Activity and Status
The Company is a closed-ended investment company and was
incorporated with limited liability in Jersey under the Companies
(Jersey) Law 1991 on 17 January 2007, with registered number
95691. In addition, the Company constitutes and is regulated as a
collective investment fund under the Collective Investment Funds
(Jersey) Law 1988 (“the Law”).

The Company’s ordinary shares are listed on the Official List of the
UK Listing Authority and admitted to trading on the Main Market of
the London Stock Exchange.

Purpose and Strategy
The Company’s purpose is stated on the inside front cover of this
report.

Investment Policy
The Company invests predominantly in fixed income securities,
including, but not limited to, preference shares, loan stocks,
corporate bonds (convertible and/or redeemable) and government
stocks. The Company also invests in equities and other income
yielding securities.

Exposure to higher yielding securities may also be obtained by
investing in other closed-ended investment companies and open
ended collective investment schemes.

There are no defined limits on securities and accordingly the
Company may invest up to 100% of total assets in any particular type
of security.

There are no defined limits on countries, size or sectors, therefore
the Company may invest in companies regardless of country, size or
sector and, accordingly, the Company’s portfolio is constructed
without reference to the composition of any stock market index or
benchmark.

The Company may, but is not obliged to, invest in derivatives,
financial instruments, money market instruments and currencies
for the purpose of efficient portfolio management. The Company
may acquire securities that are unlisted or unquoted at the time of
investment but which are about to be convertible, at the option of the
Company, into securities which are listed or traded on a stock
exchange. The Company may continue to hold securities that cease
to be listed or traded if the Investment Manager considers this
appropriate. The Board has established a maximum investment
limit in this regard of 10% (calculated at the time of any relevant
investment) of the Company’s total assets. In addition, the Company
may invest up to 10% (calculated at the time of any relevant
investment) of its total assets in other securities that are neither
listed nor traded at the time of investment.

The Company will not invest more than 10% (calculated at the time
of any relevant investment) of its total assets in other collective
investment undertakings (open-ended or closed-ended).

The Board had previously established a maximum limit whereby, at
the time of investment, the Company may not invest more than 5%
of its total investments in the same investee company.

On 30 April 2020, the Company announced that it had amended the
maximum investment limit whereby, at the time of investment, the
Company may not invest more than 7.5% of its total investments in
the same investee company and that this be limited to no more than
3 investee companies with a maximum investment limit of 5%
thereafter.r.r In addition, there is a maximum investment limit
whereby, at the time of investment, the Company may not invest
more than 5% of its total investments in any one security.

The Company uses gearing and the Board has set a current limit
that gearing will not exceed 25% of shareholders’ funds at the time
of borrowing. This limit is reviewed from time to time by the Board.
The Investment Manager expects that the Company’s assets will
normally be fully invested. However, during periods in which
changes in economic circumstances, market conditions or other
factors so warrant, the Company may reduce its exposure to
securities and increase its positions in cash, money market
instruments and derivative instruments in order to seek protection
from stock market falls or volatility.

Investment Approach
Investments are typically made in securities which the Investment
Manager has identified as undervalued by the market and which it
believes will generate above average income returns relative to
their risk, thereby also generating the scope for capital
appreciation. In particular, the Investment Manager seeks to
generate capital growth by exploiting the opportunities presented
by the fluctuating yield base of the market and from redemptions,
conversions, reconstructions and take-overs.

Performance Measurement and Key Performance
Indicators (KPIs)
The Board uses a number of performance measures to monitor
and assess the Company’s success in meeting its objectives and to
measure its progress and performance. The key performance
indicators are as follows:

• Dividend Yield and Dividend Cover
It is intended that the Company will pay four quarterly
dividends each year and accordingly the Board reviews the
Company’s dividend yield and dividend cover on a quarterly
basis. For the year ended 30 June 2020, the Company’s
dividend yield was 9.41% (30 June 2019: 7.44%) based upon a
share price of 47.40 pence (bid price) as at 30 June 2020 (30
June 2019: 59.80 pence) and its dividend cover was 1.03x (30
June 2019: 1.01x).

• Revenue Earnings and Dividends per share
The Company has opted to follow the AIC’s Statement of
Recommended Practice: Financial Statements of Investment
Trusts and Venture Capital Trusts (the “AIC SORP”) and, in
accordance with the provisions of the AIC SORP,
distinguishes its profits derived from revenue and capital
items. The Company declares and pays its dividend out of
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only the revenue profits of the Company. The revenue
earnings represents the total available funds that the
Directors are able to make a dividend payment from. The
Board reviews revenue forecasts on a quarterly basis in order
to determine the quarterly dividend. In respect of the current
financial year, the Company declared dividends of 4.46 pence
per ordinary share out of revenue earnings per share of 4.59
pence per share.

• Ongoing Charges
The ongoing charges ratio represents the Company’s
management fee and all other operating expenses incurred
by the Company expressed as a percentage of the average
shareholders’ funds over the year.r.r The Board regularly
reviews the ongoing charges and monitors all Company
expenses. The ongoing charges ratio for the year ended 30
June 2020 was 1.19% (2019: 1.20%).

The Board measures the Company’s performance by reviewing the
KPIs against their expectations of performance from their
knowledge of the industry sector.r.r

These KPIs fall within the definition of ‘Alternative Performance
Measures’ (APMs) under guidance issued by the European
Securities and Markets Authority. Additional information
explaining how these are calculated is set out in the Glossary.

Going Concern
The Company does not have a fixed winding-up date and, therefore,
unless shareholders vote to wind-up the Company, shareholders
will only be able to realise their investment through the secondary
market.

At each Annual General Meeting of the Company, shareholders are
given the opportunity to vote on an ordinary resolution to continue
the Company as an investment company. If any such resolution is
not passed, the Board will put forward proposals at an extraordinary
general meeting to liquidate or otherwise reconstruct or reorganise
the Company. Given the performance of the Company, input from the
Company’s major shareholders and its broker, the Board considers
it likely that shareholders will vote in favour of continuation at the
forthcoming Annual General Meeting.

The Company’s existing loan facility as detailed on page 22 is due to
expire on 18 December 2020 after which it is anticipated the
Company will take out a new facility on comparable terms. After
making enquiries of the Investment Manager, and having considered
the Company’s investment objective, nature of the investment
portfolio, loan facility, expenditure projections and impact of COVID-
19 on the Company, the Directors consider that the Company has
adequate resources to continue in operational existence for the
foreseeable future. For this reason the Directors continue to adopt
the going concern basis in preparing the financial statements,
notwithstanding that the Company is subject to an annual
continuation vote as described above.

Viability Statement
In accordance with the provisions of the AIC Code, the Directors
have assessed the viability of the Company over a period longer
than the 12 months required by the ‘Going Concern’ provision. The
Board conducted this viability review for a period of three years.
The Board continues to consider that this period reflects the long
term objectives of the Company, being a Company with no fixed
life, whilst taking into account the impact of uncertainties in the
markets.

Whilst the Directors do not expect there to be any significant
changes to the current principal and emerging risks facing the
Company, certain risks have increased as a result of COVID-19.
Despite these increased risks, the Directors believe that the
Company has sufficient controls in place to mitigate those risks.
Furthermore, the Directors do not envisage any change in
strategy which would prevent the Company from operating over
the three year period. This is based on the assumption that there
are no significant changes in market conditions or the tax and
regulatory environment that could not reasonably have been
foreseen. The Board also considers the annual continuation vote
should not be a factor to affect the three year period given the
strong demand seen for the Company’s shares.

In making this statement the Board: (i) considered the
continuation vote to be proposed at the Annual General Meeting
which the Board considers will be voted in favour of by
shareholders; and (ii) carried out a robust assessment of the
principal and emerging risks facing the Company. These risks and
their mitigations are set out on pages 11 to 12.

The principal risks identified as most relevant to the assessment
of the viability of the Company were those relating to potential
under-performance of the portfolio and its effect on the ability to
pay dividends. When assessing these risks the Directors have
considered the risks and uncertainties facing the Company in
severe but reasonable scenarios, taking into account the controls
in place and mitigating actions that could be taken.

When considering the risk of under-performance, a series of
stress tests was carried out including in particular the effects of
any substantial future falls in investment value on the ability to re-
pay and re-negotiate borrowings, potential breaches of loan
covenants and the maintenance of dividend payments.

The Board considered the Company’s portfolio and concluded that
the diverse nature of investments held contributes to the stability
and liquidity along with flexibility to be able to react positively to
market and political forces beyond the Board’s control.

The Board also considered the impact of potential regulatory
changes and the control environment of significant third party
providers, including the Investment Manager.r.r

The Scotiabank loan facility is due to expire on 18 December 2020.
It is anticipated a new facility on comparable terms will be
negotiated prior to this date.

Based on the Company’s processes for monitoring revenue and
costs, with the use of frequent revenue forecasts, and the
Investment Manager’s compliance with the investment objective
and policies, the Directors have concluded that there is a
reasonable expectation that the Company will be able to continue
in operation and meet its liabilities as they fall due for a period of
three years from the date of approval of this Report
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Social, Community, Human Rights, Employee
Responsibilities and Environmental Policy
The Directors recognise that their first duty is to act in the best
financial interests of the Company’s shareholders and to achieve
good financial returns against acceptable levels of risk, in
accordance with the objectives of the Company.

In asking the Company’s Investment Manager to deliver against
these objectives, they have also requested that the Investment
Manager take into account the broader social, ethical and
environmental issues of companies within the Company’s portfolio,
acknowledging that companies failing to manage these issues
adequately run a long term risk to the sustainability of their
businesses.

Greenhouse Gas Emissions
As the Company is a closed-ended investment company, which has
no employees, its own impact of the environment is minimal and
therefore the Company has no Greenhouse Gas Emissions to report
from its operations for the year ended 30 June 2020 and prior year,
nor does it have responsibility for any other emissions producing
sources (including those within the underlying investment portfolio).

However, the Board recognises its impact on the environment,
including greenhouse gas emissions, through the underlying
portfolio companies which it invests in. The Board has requested
that ESG factors are incorporated into the Company’s investment
strategy as further detailed on page 13.

Modern slavery
The Company would not fall into the scope of the UK Modern Slavery
Act 2015 (as the Company does not have any turnover derived from
goods and services) if it was incorporated in the UK. Furthermore, as
a closed-ended investment company, the Company has a non-
complex structure, no employees and its supply chain is considered
to be low risk given that suppliers are typically professional advisers
based in either the Channel Islands or the UK. Based on these
factors, the Board have considered that it is not necessary for the
Company to make a slavery and human trafficking statement.

By Order of the Board

Caroline Hitch

Chair

17 September 2020

191531_NCityAR20 Txt PRINT.qxp_191531_NCityAR20 Txt V5  22/10/2020  14:39  Page 17



Directors’ Report and Governance Reports Statement of Directors’ Responsibilities

18

Statement of Directors’ Responsibilities in respect of the
Annual Report and Financial Statements

The Directors are responsible for preparing the Annual Report and
Financial Statements in accordance with applicable law and
regulations. Company law requires the Directors to prepare
financial statements for each financial year.r.r Under that law they
have elected to prepare the financial statements in accordance with
International Financial Reporting Standards as adopted by the EU
and applicable law.

Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of its profit or loss for
that period. In preparing these financial statements, the Directors
are required to:

• select suitable accounting policies and then apply them
consistently;

• make judgements and estimates that are reasonable,
relevant and reliable;

• state whether applicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements;

• assess the Company’s ability to continue as a going concern,
disclosing, as applicable, matters relating to going concern;
and

• use the going concern basis of accounting unless they either
intend to liquidate the Company or to cease operations, or
have no realistic alternative but to do so.

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that
the financial statements comply with Companies (Jersey) Law, 1991.
They are responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error, and
have general responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the Company and to prevent
and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of
the corporate and financial information included on the Company’s
website. The financial statements are published on the
www.ncim.co.uk website, which is a website maintained by the
Company’s Investment Manager.r.r Legislation in Jersey governing the
preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.

Responsibility statement of the Directors in respect of the annual
financial report.

We confirm that to the best of our knowledge:

• the financial statements, prepared in accordance with IFRS
as adopted by the EU, give a true and fair and balanced view
of the assets, liabilities, financial position and profit or loss
of the Company; and

• the Strategic Report and Directors’ report include a fair
review of the development and performance of the business
and the position of the Company, together with a description
of the principal risks and uncertainties that the Company
faces.

We consider the Annual Report and Financial Statements, taken as
a whole, is fair, balanced and understandable and provides the
information necessary for shareholders to assess the Company’s
position and performance, business model and strategy.

On behalf of the Board

Caroline Hitch
Chair

17 September 2020
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Caroline Hitch
Independent Non-Executive Chair

Appointed: March 2018

Skills:
Caroline has extensive fund management skills including specialist
fixed income portfolios. She has a deep understanding of investment
risk and risk management both as it applies to individual assets and
to overall portfolio construction. She developed her skills of
investment trust board governance through many years of managing
regulated funds, reporting to their boards and then becoming a board
member (and now chair) herself.

Experience:
Caroline joined the board after working in the financial services
industry since the early 1980s, mostly with the HSBC group. Her
experience includes Head of Wealth Portfolio Management at HSBC
Global Asset Management (UK) Ltd. with investment responsibility
for their flagship multi asset retail funds. Prior roles included
specialisation in institutional fixed income portfolio management.
She has worked in London, Jersey, Monaco and Hong Kong.

Committee membership:
Audit and Risk Committee
Management Engagement Committee
Nomination Committee
Remuneration Committee

Remuneration: £40,000 per annum

Public company direrer ctorsrsr hips: Schroder Asian ToToT tal Return Investment
Company plc, Aberdeen Standard Equity Income Trust plc

Shared Directorships with any other Fund Directors: None

Duncan Baxter
Senior Independent Non-Executive Director and Chair of the
Management Engagement Committee

Appointed: July 2015

Skills:
Duncan has a broad knowledge of the finance sector gained from
holding senior leadership positions across a number of International
Banks and Trust companies. Having also worked on investment
company boards, some of which in the position of Chair, Duncan has
had exposure to equity raises, discount management, and has sat on
a number of board committees dealing with the difficult times of the
split capital era.

Experience:
Duncan is a retired senior banker with over 25 years’ experience of
international banking, latterly as Managing Director of Swiss Bank
Corporation/UBS in Jersey. Since leaving Swiss Bank/UBS in the late
1990s, Duncan has undertaken a number of consultancy projects for
international banks, trust and investment management companies,

plus acted on a number of investment company boards. He has
experience of stewardship and investment in several investment
companies over twenty years and in addition as a non-executive
director of a number of operating public companies. Duncan is a
Jersey resident.

Committee membership:
Audit and Risk Committee
Management Engagement Committee
Nomination Committee
Remuneration Committee

Remuneration: £27,500 per annum

Public company directorships:
Highland Gold Mining Limited

Shared Directorships with any other Fund Directors: None

Wendy Dorman
Independent Non-Executive Director and Chair of the Audit and Risk
Committee

Appointed: March 2016

Skills:
Wendy is a Chartered Accountant with skills in tax, audit and
commercial mainly focused on the investment fund sector.r.r Her
extensive experience chairing audit committees of public listed
entities gives her the requisite leadership skills in addition to those
of accounting and governance.

Experience:
Wendy began her career in audit and assurance before specialising
in taxation. She has 25 years’ experience in tax within the financial
services industry. Wendy’s career encompassed time in practice and
in industry, based initially in London and later in Jersey. She retired
as partner in charge of the PwC Channel Islands tax practice in June
2015. Wendy served as President of the Jersey Society of Chartered
and Certified Accountants from 2008 to 2010 and as Chair of the
Jersey branch of the Institute of Directors from 2014 to 2016. Wendy
is a Jersey resident.

Committee membership:
Audit and Risk Committee
Management Engagement Committee
Nomination Committee
Remuneration Committee

Remuneration: £34,000 per annum

Public company directorships:
3i Infrastructure plc
Jersey Electricity Plc

Shared Directorships with any other Fund Directors: None
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John Newlands
Independent Non-Executive Director and Chair of the Remuneration
Committee

Appointed: October 2017

Skills:
John’s 20-plus years career as an investment company analyst, with
a particular focus upon the UK wealth management sector, gives the
Board an important insight into the investment requirements and
processes of the types of investor, whether private or institutional,
most likely to consider the Company for inclusion in their portfolios.
He is also skilled in the assessment of potential peer group funds,
both in terms of relative performance and other quantitative data and
in the increasing focus upon governance and stewardship matters as
pre-requisites for investment.

Experience:
John joined the Board shortly after working in the managed funds
sector since the mid-1990s, the last ten years being spent as Head
of Investment Companies Research at Brewin Dolphin Limited. He
was a member of the Association of Investment Companies Statistics’
Committee from 2000 to 2017 and is a member of the Citywire
Investment Trust Awards Panel. He has an MBA from Edinburgh
University Business School and is a Chartered Electrical Engineer
dating to his prior career as a Weapon Engineer Officer in the UK
Royal Navy. John is a member of the Investment Committee of
Durham Cathedral. He has written four books about financial history,
the most recent charting the history of Dunedin Income Growth
Investment Trust.

Committee membership:
Audit and Risk Committee
Management Engagement Committee
Nomination Committee
Remuneration Committee

Remuneration: £27,500 per annum

Public company directorships: TOC Property Backed Lending Trust
plc, Gabelli Merger Plus Trust plc

Shared Directorships with any other Fund Directors: None

Ian Cadby
Independent Non-Executive Director and Chair of the Nomination
Committee

Appointed: January 2017

Skills:
Ian is a Chartered Fellow of the Chartered Institute for Securities &
Investment. His extensive governance experience on public and
private company boards as well as a long career as a regulated
person (CF3, CF2 and CF1 controlled functions) in the asset
management industry gives him a broad and relevant skill set for the
Board.

Experience:
Ian has over 30 years’ experience within the financial services
industry in London, Hong Kong and Jersey with a strong career
emphasis on equity and equity derivative trading, risk management,
corporate governance and board strategy. Ian is a Jersey resident.

Committee membership:
Audit and Risk Committee
Management Engagement Committee
Nomination Committee
Remuneration Committee

Remuneration: £27,500 per annum

Public company directorships:
Aberdeen Asian Income Fund Limited

Shared Directorships with any other Fund Directors: None
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Investment Manager
The Company appointed New City Investment Managers (“NCIM”) as
its Investment Manager with effect from launch. On 1 October 2007,
NCIM joined the CQS Group, a global diversified asset manager
running multiple strategies with, as at 30 June 2020, US$17.7 billion
assets under management (including mandates with discretionaryryr
management, sub-investment discretionaryryr management, investment
advice, collateral management and intermediation). In 2014, NCIM’s
rights and obligations under the investment management agreement
between the Company and NCIM were then transferred to CQS
Cayman Limited Partnership (“CQS”). Consequently, CQS became the
Company’s Investment Manager but, with the agreement of the Board,
delegated that function to CQS (UK) LLP Trading Limited as NCIM.

With effect from 18 September 2019 the Company entered into a new
investment management agreement to appoint CQS (UK) LLP as its
Investment Manager.r.r The previous investment management
agreement with CQS was terminated.

Ian Francis has day to day responsibility for managing the Company’s
portfolio and is supported by the CQS team.

He joined the NCIM team in 2007. He has over 40 years’ investment
experience, primarily in the fixed interest and convertible spheres,
and his career has included Collins Stewart, West LB Panmure,
James Capel and Hoare Govett.

Alternative Investment Fund Managers Directive
(“AIFMD”)
The Company has appointed CQS (UK) LLP, a subsidiary of CQS, as
the Company’s alternative investment fund manager (“AIFM”). The
AIFM has received its approval from the FCA to act as AIFM of the
Company, your Company is therefore fully compliant. An additional
requirement of the AIFMD is for the Company to appoint a depositary,
which will oversee the custody and cash arrangements and other
AIFMD required depositary responsibilities. The Board has appointed
BNP Paribas Securities Services S.C.A. Jersey Branch to act as the
Company’s depositary.

As part of the process the Investment Management Agreement has
been updated and builds in the regulatory requirements arising as a
result of the appointment of the AIFM.

Further AIFMD disclosures are shown on page 59.
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Directors’ Report

The Directors present their report and the audited financial
statements for the year ended 30 June 2020.

Results and Dividends

Details of the Company’s results and dividends are shown on page
2 of this report.

Dividend Policy

Subject to market conditions and the Company’s performance,
financial position and financial outlook, it is the Directors’ intention
to pay an attractive level of dividend income to Shareholders on a
quarterly basis. The Company intends to continue to pay all
dividends as interim dividends. A resolution to approve this
dividend policy will be proposed at the Annual General Meeting.

Bank Facilities

The Company has a short term unsecured loan facility with
Scotiabank Europe Plc (“Scotiabank”). As at the year end the
unsecured loan facility had a limit of £35 million of which £31 million
was drawn down.

The Company’s existing loan facility is due to expire on 18 December
2020 after which it is anticipated the Company will take out a new
facility on comparable terms.

Share Capital

As at 1 July 2019 there were 422,401,858 ordinary shares in issue.
The Company issued a further 10,450,000 shares in the year to 30
June 2020. Full details of these transactions are shown in note 13
on page 45 of this report.

Following these allotments there are now 432,851,858 ordinary
shares in issue as at 30 June 2020. A further 2,300,000 shares have
been issued since the year end.

Acquisition of own shares

At the 2019 AGM, held on 3 December 2019, the Directors were
granted authority to repurchase 63,797,718 ordinary shares (being
equal to 14.99% of the aggregate number of ordinary shares in
issue at the date of the AGM) for cancellation, or to be held as
treasury shares. This authority, which has not been used, will
expire at the upcoming AGM. The Directors intend to seek annual
renewal of this authority from Shareholders.

Directors’ shareholdings

The Directors who held office at the year end and their interests in
the ordinary shares of the Company were as follows:

                                              At 30 June 2020             At 30 June 2019

D A H Baxter                                    195,127                           109,412
I Cadby                                                 25,000                              25,000
W Dorman                                         112,000                           112,000
C Hitch                                               130,000                           130,000
J Newlands                                         10,000                              10,000

Post year end, on 7 August 2020, Duncan Baxter disposed of
195,127 ordinary shares through his pension fund and
subsequently, on 10 August 2020 and 11 August 2020, purchased
97,564 and 97,563 ordinary shares respectively through his private
investment company. His total ownership of ordinary shares
following these transactions was 195,127.

There were no other changes in the ordinary share holdings of the
Directors between 30 June 2020 and 17 September 2020.

Substantial Interests in Share Capital

As at 30 June 2020, the Company had been notified in accordance
with Chapter 5 of the UK Listing Authority’s Disclosure Guidance
and Transparency Rules (which covers the acquisition and disposal
of major shareholdings and voting rights), of the following
shareholders that had an interest of greater than 5% in the
Company’s issued share capital.

                                                                                                                                                                                    PPeerrcceennttaaggee ooff ttoottaall
                                                                                                                                                                                                      vvoottiinngg rriigghhttss ((%%))

BBrreewwiinn DDoollpphhiinn LLiimmiitteedd                                                                                                                                               99..7733

Between 1 July 2020 and 17 September 2020 the Company received
no further notifications.

Investment Management

As part of its strategy for achieving its objectives, the Board has
delegated the management of the investment portfolio to CQS (UK)
LLP with Ian Francis as the lead fund manager.r.r Further details are
provided on Note 3 to the financial statements.

At each Board meeting, the Board receives a presentation from the
Investment Manager which includes a review of investment
performance, portfolio activity and market outlook. The stock
selection emphasis adopted by the Investment Manager is on each
holding’s unique characteristics rather than any benchmark
weightings.

Appointment of the Manager

The Board considers the arrangements for the provision of
investment management and other services to the Company on an
ongoing basis and a formal review is conducted annually by the
Management Engagement Committee. As part of the annual
review the Management Engagement Committee considers the
continuity of the team, the investment process and the results
achieved to date.

The Board believes that the continuing appointment of CQS as
AIFM and Investment Manager as set out on page 40 is in the
interests of shareholders as a whole.

Administration Services

Until 27 November 2019, R&H Fund Services (Jersey) Limited
provided company secretarial services and administration services
to the Company with certain elements of the Company's
administration being delegated by R&H Fund Services (Jersey)
Limited to Maitland Administration Services (Scotland) Limited.

CQS NEW CITY HIGH YIELD FUND LIMITED ANNUAL REPORT 30 JUNE 2020
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With effect from 28 November 2019, BNP Paribas Securities
Services S.C.A., Jersey Branch ("BNPP") were appointed as the
Company Secretary and Administrator in place of R&H Fund
Services (Jersey) Limited and Maitland Administration Services
(Scotland) Limited; and appointed as the Company's custodian,
bankers and depositary in place of HSBC Bank PLC. Further
details are provided in note 4.

Independent Auditor

KPMG LLP were appointed as auditor to the Company in 2007.
Following a tender process in 2016 KPMG LLP was subsequently
reappointed and remained in office until 17 June 2019. Following
the resignation of KPMG LLP on 17 June 2019, KPMG Channel
Islands Limited was appointed as the Company’s auditor effective
17 June 2019.

A resolution to re-appoint KPMG Channel Islands Limited as the
Company’s auditor will be proposed at the Company’s 2020 Annual
General Meeting.

Delegation of Responsibilities and Matters Reserved
for the Board

The Board has delegated the exercise of voting rights attaching to
the Company’s investments to the Investment Manager.r.r All other
matters are reserved for the approval of the Board.

The Board has a schedule of matters reserved to it for decision and
the requirement for Board approval on these matters is
communicated directly to the Investment Manager.r.r Such matters
include strategy, borrowings, treasury and dividend policy. Full and
timely information is provided to the Board to enable the Directors
to function effectively and to discharge their responsibilities. The
Board also reviews the financial statements, performance and
revenue budgets.

Exercise of Voting Powers

The Investment Manager, in the absence of explicit instruction
from the Board, is empowered to exercise discretion in the use of
the Company’s voting rights in respect of investee companies. The
underlying aim of exercising such voting rights is to protect the
return from an investment.

Disclosures required under LR 9.8.4R

The Financial Conduct Authority’s Listing Rule 9.8.4R requires that
the Company includes certain information relating to
arrangements made between a controlling shareholder and the
Company, waivers of Directors’ fees, and long-term incentive
schemes in force. The Directors confirm that there are no
disclosures to be made in this regard.

Events after reporting date

As disclosed in note 24, the Board have evaluated material
subsequent events for the Company and their effect on the annual
financial report for the period from 30 June 2020 through to 17
September 2020.

Disclosure of Information to the Auditor

The Directors confirm that, so far as each of them is aware, there
is no relevant audit information of which the Company’s auditor is
unaware and the Directors have taken all the steps that they might
have taken as Directors in order to make themselves aware of any
relevant audit information and to establish that the Company’s
auditor is aware of that information.

Statement Regarding Annual Report and Financial
Statements

Following a detailed review of the Annual Report and Financial
Statements by the Audit and Risk Committee, the Directors
consider that taken as a whole it is fair, balanced and
understandable and provides the information necessary for
shareholders to assess the Company’s performance, business
model and strategy. In reaching this conclusion, the Directors have
assumed that the reader of the Annual Report and Financial
Statements would have a reasonable level of knowledge of the
investment industry in general and investment companies in
particular.r.r

By Order of the Board

Caroline Hitch

Chair

17 September 2020
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VaVaV lues and Culture

The Board conducts itself with the core values of integrity,
transparency, acceptance of challenge and accountability. It
achieves this through a collaborative culture and a sense of shared
endeavour.r.r The Board is focused on meeting objectives for
investors and all other stakeholders of the Company in a
sustainable and responsible way.

The Board

The Board currently consists of a non-executive Chair and four
non-executive Directors. The Board considers all of the Directors
as independent of the Investment Manager and free from any
business or other relationship that could materially interfere with
the exercise of their independent judgement.

The dates on which Directors were appointed are contained within
their biographies shown on pages 19 to 20. In accordance with the
AIC Code all Directors submit themselves for re-election on an
annual basis.

New Directors receive an induction from the Company Secretary
on joining the Board, and all Directors receive other relevant
training as necessary. Directors’ and Officers’ liability insurance
cover is maintained by the Company on behalf of the Directors.
There is no notice period and no provision for compensation upon
early termination of appointment.

The Company has no executive Directors or employees. A
management agreement between the Company and its Investment
Manager sets out the matters over which the Investment Manager
has authority and the limits beyond which Board approval must be
sought. All other matters, including strategy, investment and
dividend policies, gearing and corporate governance procedures,
are reserved for the approval of the Board.

Duncan Baxter is the Company’s Senior Independent Director.r.r He
is available to shareholders if they have concerns where contact

through the normal channels of the Chair or the Investment
Manager is inappropriate.

All committee terms of reference, the schedule of matters
reserved for the Board, the roles and responsibilities of the Chair
and the roles and responsibilities of the Senior Independent
Director are available on the Company’s website.

Nomination Committee

The Nomination Committee, which is chaired by Ian Cadby,
operates within clearly defined terms of reference, comprises the
full Board and is convened for the purpose of considering the
appointment of additional Directors as and when considered
appropriate. In considering appointments to the Board, the
Nomination Committee takes into account the ongoing
requirements of the Company and the need to have a balance of
skills and experience within the Board.

Board Evaluation

During the year the Company engaged Fletcher Jones to
undertake an externally facilitated Board evaluation. Fletcher
Jones has no connections to the Company or its Directors. This
comprised of one-to-one interviews with each Director, the
Investment Manager and the Company Secretary.

The evaluation concluded that the Board was effective, well-
managed and operated with skill and focus on all areas of
importance.

Diversity and inclusion

The Board believes in the benefits of having a diverse range of
skills and backgrounds, and the need to have a balance of
experience, independence, diversity (including gender), and
knowledge of the Company on its Board of Directors.

AAuuddiitt aanndd                        MMaannaaggeemmeenntt
QQuuaarrtteerrllyy AAdd HHoocc RRiisskk                        EEnnggaaggeemmeenntt,,                             NNoommiinnaattiioonn                     RReemmuunneerraattiioonn

BBooaarrdd BBooaarrdd CCoommmmiitttteeee                                CCoommmmiitttteeee                               CCoommmmiitttteeee                                  CCoommmmiitttteeee
mmeeeettiinnggss mmeeeettiinnggss11 mmeeeettiinnggss                                       mmeeeettiinnggss                                      mmeeeettiinnggss                                        mmeeeettiinnggss

CC HHiittcchh ((CChhaaiirr)) 44//44 nn//aa 44//44                                                           11//11                                                           11//11                                                             nn//aa

DD AA HH BBaaxxtteerr 44//44 66//77 44//44                                                           11//11                                                           11//11                                                             nn//aa

WW DDoorrmmaann 44//44 66//77 44//44                                                           11//11                                                           11//11                                                             nn//aa

II CCaaddbbyy33 33//44 66//77 44//44                                                           11//11                                                           11//11                                                             nn//aa

JJ EE NNeewwllaannddss 44//44 nn//aa 44//44                                                           11//11                                                           11//11                                                             nn//aa
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Director Attendance

Directors have attended Board and Committee meetings during the year ended 30 June 2020 as follows:

1 Ad hoc board meetings are often called a short notice and only require the attendance of Jersey based directors, where possible the UK based directors attend
via telephone but do not count towards the quorum.
2 A Remuneration Committee meeting was held in May 2019 at which it was agreed to increase the Directors remuneration. No Remuneration Committee was
held during the financial year under report as the Board agreed it was not required.
3 Mr Cadby was unable to attend the September 2019 quarterly board meeting due to illness.
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Tenure

The tenure policy which has been adopted by the Board provides
that (other than in exceptional circumstances) no Director will
serve on the Board for longer than nine years from the date of their
first appointment.

Succession planning

A key duty of the Nomination Committee is to ensure plans are in
place for orderly succession to the Board. The Board has adopted
a formal succession plan scheduled to allow for an orderly
refreshment of the board, with the intention that no director serves
longer than nine years.

Management Engagement Committee

The Management Engagement Committee, which is chaired by
Duncan Baxter, operates within clearly defined terms of reference,
comprises the full Board, and reviews the appropriateness of the
Investment Manager’s continuing appointment together with the
terms and conditions thereof, and to review the terms and quality
of service received from other service providers.

The Board ensures the Company adheres to independent
requirements in all agreements and service contracts.

Remuneration Committee

The Remuneration Committee determines and agrees with the
Board the policy for the remuneration of all Directors. It is chaired
by John Newlands.

Audit and Risk Committee

The composition and role of the audit and risk committee is
described on page 27.

Relations with Shareholders

The Directors place a great deal of importance on communication
with shareholders. The Annual Report and Financial Statements
are widely distributed to other parties who have an interest in the
Company’s performance. Shareholders and investors may obtain
up to date information on the Company through the Investment
Manager’s website. The Company responds to letters from
shareholders on a wide range of issues.

A regular dialogue is maintained with the Company’s institutional
shareholders. The Company Secretary is available to answer
general shareholder queries at any time throughout the year.r.r

By Order of the Board

Caroline Hitch
Chair

17 September 2020
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Statement of Compliance with the AIC Code

Introduction

The Company has a premium listing on the London Stock Exchange
and is therefore required to report on how the principles of the UK
Corporate Governance Code (the “UK Code”) have been applied.
Being an investment company, a number of the provisions of the UK
Code are not applicable as the Company has no executive directors
or internal operations.

The Board has considered the principles and provisions of the AIC
Code. The AIC Code addresses all the principles and provisions set
out in the UK Code, as well as setting out additional provisions on
issues that are of specific relevance to the Company.

The Board considers that reporting against the principles and
provisions of the AIC Code provides more relevant information to
stakeholders. The AIC Code is available on the AIC website
www.theaic.co.uk.

The Company has complied with all the principles and provisions of
the AIC Code during the year ended 30 June 2020.

Set out below is where stakeholders can find further information
within the Annual Report about how the Company has complied
with the various Principles and Provisions of the AIC Code.

1. Board Leadership and Purpose

Purpose                                                                                                                                                                                                                                       15

Strategy                                                                                                                                                                                                                                       15

Values and culture                                                                                                                                                                                                                     24

Shareholder Engagement                                                                                                                                                                                                        13

Stakeholder Engagement                                                                                                                                                                                                         13

2. Division of Responsibilities

Director Independence                                                                                                                                                                                                             24

Board meetings                                                                                                                                                                                                                          24

Relationship with Investment Manager                                                                                                                                                                3, 13 and 24

Management Engagement Committee                                                                                                                                                                                  25

3. Composition, Succession and Evaluation

Nomination Committee                                                                                                                                                                                                            24

Director re-election                                                                                                                                                                                                                   24

Use of an external search agency                                                                                                                                                                                        n/a1

Board evaluation                                                                                                                                                                                                                        24

4. Audit, Risk and Internal Control

Audit Committee                                                                                                                                                                                                                        25

Emerging and principal risks                                                                                                                                                                                                  11

Risk management and internal control systems                                                                                                                                                                 28

Going concern statement                                                                                                                                                                                                         16

Viability statement                                                                                                                                                                                                                     16

5. Remuneration

Directors’ Remuneration Report                                                                                                                                                                                           29

1 The Company did not appoint any new Directors during the year.r.r
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Composition of the Audit and Risk Committee

The Audit and Risk Committee is chaired by Wendy Dorman and
comprises the full Board. The Audit and Risk Committee members
have recent and relevant financial experience. The terms of
reference of the Audit and Risk Committee are reviewed and re-
assessed for their adequacy on an annual basis.

Role of the Audit & Risk Committee

A summary of the Committee’s main audit review functions is
shown below:

• to review and monitor the internal control systems and
risk management systems on which the Company is
reliant;

• to consider annually whether there is a need for the
Company to have its own internal audit function;

• to monitor the integrity of the half-yearly and annual
financial statements of the Company by reviewing, and
challenging where necessary, the actions and judgements
of the Investment Manager, the Company Secretary and
the Administrator;

• to advise the Board on whether the annual report and
accounts, taken as a whole, is fair, balanced and
understandable, and provides the information necessary
for shareholders to assess the Company’s strategy,
business model, position and performance

• to meet with the external Auditor, KPMG Channel Islands
Limited (“KPMG”) to review their proposed audit
programme of work and their findings. The Board shall
also use this as an opportunity to assess the effectiveness
of the audit process;

• to make recommendations in relation to the appointment
of the external Auditor and to approve the remuneration
and terms of engagement of the external Auditor;

• to monitor and review annually the external Auditor’s
independence, objectivity, effectiveness, resources and
qualification; and

• to consider and approve all non-audit services. No non-
audit services are pre-approved.

Annual Report and Financial Statements

The Board of Directors are responsible for preparing the Annual
Report and financial statements. The Audit and Risk Committee
advises the Board on the form and content of the Annual Report
and financial statements, any issues which may arise and any
specific areas which require judgement.

The Company, which had previously reported against the 2016 AIC
Code of Corporate Governance, adopted and has reported against
the new AIC Code published in February 2019 for the first time this
year.r.r The Audit and Risk Committee oversaw the work performed
by the Company Secretary in ensuring that the Company is in
compliance with the principles and provisions of the AIC Code,
which is reported on in the Statement of Compliance with the AIC
Code of Corporate Governance section on page 26.

The valuation of investments was a key area of focus given their
significance to the financial statements as a whole. Following
discussion with the Investment Manager, the Audit and Risk
Committee gained comfort over the valuation as included in the
Annual Report and Financial Statements.

Auditor

As part of its review of the scope and results of the audit, during the
year the Audit and Risk Committee considered and approved KPMG
Channel Islands Limited’s ("KPMG") plan for the audit of the
financial statements for the year ended 30 June 2020. At the
conclusion of the audit KPMG did not highlight any issues to the
Audit and Risk Committee which would cause it to qualify its audit
report nor did it highlight any fundamental internal control
weaknesses. KPMG issued an unmodified audit report which is
included on pages 30 to 33.

As part of the review of auditor independence and effectiveness,
KPMG has confirmed that it is independent of the Company and has
complied with relevant auditing standards. In evaluating KPMG, the
Audit and Risk Committee has taken into consideration the standing,
skills and experience of the firm and the audit team. The Audit and
Risk Committee, from direct observation and enquiry of the
Investment Manager and the Administrator, remains satisfied that
KPMG continues to provide effective independent challenge in
carrying out its responsibilities. No non-audit services were
provided to the Company by KPMG during the year.r.r

Following professional guidelines, the audit partner rotates after five
years. The current audit partner is in the second year of his
appointment. KPMG LLP were auditors of the Company since the
first year end 30 June 2008. In the interests of good governance, the
Audit and Risk Committee carried out a tender process in 2016 and
KPMG LLP were successfully re-appointed. KPMG LLP
subsequently resigned as the Company’s auditors on 17 June 2019
and was replaced, with effect from 17 June 2019, by KPMG Channel
Islands Limited.

The Company also receives regular reporting on internal controls
(as detailed below).

Significant risk related to the financial statements

The main area of accounting risk considered by the Committee
during the year in relation to the Company’s financial statements
was the valuation of investments held by the Company.

The valuation of investments is undertaken in accordance with the
accounting policies as set out in note 1. Details of the fair value
hierarchy are set out in note 22.

In order to address this risk, the Company has appointed an
Investment Manager and Custodian with clearly defined contracts
and any breaches of these, or any law or regulation to Company is
required to comply with, are reported to the Board. The portfolio
holdings and their pricing is reviewed on a daily basis and verified
by the Investment Manager.r.r

A full portfolio is prepared for each Board meeting, including a
detailed movement of the top 60 holdings, which is actively
commented on and discussed by the Directors.
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Internal Controls
The Committee, on behalf of the Board, is responsible for the
Company’s system of internal control and for reviewing its
effectiveness. There is an ongoing process for identifying,
evaluating and managing the significant risks faced by the
Company. This process has been in place for the year under review
and up to the date of approval of this Annual Report and is
regularly reviewed by the Board and accords with FRC Guidance.

As part of the onboarding procedures for the new Administrator, a
comprehensive review has been undertaken during the year of the
Company’s risk management framework. Key documents
including the policies and procedures manual, business risk
assessment and compliance monitoring plan were re-drafted by
BNPP in close collaboration with the Audit and Risk Committee.
BNPP also reviewed historic records of the Company to ensure
they were in order.r.r Following a comprehensive review last year,
having a fresh pair of eyes look at our risk control processes has
resulted in some further enhancements as well as providing
comfort over the adequacy of our policies and procedures. The
significant risks faced by the Company are as follows:

• financial;

• operational; and

• compliance.

The key components designed to provide effective internal control
are outlined below:

• the Administrator together with the Investment Manager
prepare forecasts and management accounts which allow
the Board to assess the Company’s activities and review its
performance;

• the Board and Investment Manager have agreed clearly
defined investment criteria, specified levels of authority
and exposure limits. Reports on these issues, including
performance statistics and investment valuations, are
regularly submitted to the Board and there are meetings
with the Investment Manager as appropriate;

• as a matter of course the Investment Manager’s
compliance department continually reviews the
Investment Manager’s operations and reports to the Board
on an annual basis and by exception;

• written agreements are in place which specifically define
the roles and responsibilities of the Investment Manager,
Company Secretary, Administrator and other third party
service providers;

• the Board has considered the need for an internal audit
function but, because of the compliance and internal
control systems in place at the Investment Manager, the
Company Secretary and the Administrator, has decided to
place reliance on the Investment Manager’s, the Company
Secretary’s and the Administrator’s systems and internal
audit procedures.

The Directors have reviewed BNP Paribas Securities Services’
ISAE 3402 report for the period from 1 April 2019 to 31 March 2020
(report on the description of controls placed in operation, their
design and operating effectiveness) on Fund Administration and
are pleased to note that no significant issues were identified. The
Administrator has confirmed there has been no change to their
internal controls as described in the aforementioned report for the
period 1 April through 30 June 2020, which would materially affect
the Company’s internal control environment.

In January 2020, the Board held a due diligence meeting at the
offices of the Investment Manager, at which risk factors,
particularly investment and market risk, were discussed in depth.
The Board also met members of the investment team, and those
responsible for risk and compliance at CQS. Details of the research
and investment process were discussed, as well as ESG policies
and procedures.

At its 7 September 2020 meeting, the Audit and Risk Committee
carried out an annual assessment of internal controls for the year
ended 30 June 2020 by considering documentation from the
Investment Manager, the Company Secretary and Administrator,
including the internal audit and compliance functions and taking
account of events since 30 June 2019. The results of the
assessment were then reported to the Board.

Internal control systems are designed to meet the Company’s
particular needs and the risks to which it is exposed. Accordingly,
the internal control systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives and by
their nature can only provide reasonable and not absolute
assurance against misstatement and loss.

Leveraging the Company’s risk management framework, the Audit
and Risk Committee have assessed the impact of COVID-19 on the
severity of the risks that the Company faces and have, in
consultation with the Board, determined that, whilst certain
principal risks remain unchanged, certain other principal risks the
Company faces have increased. Having reviewed this change in
risk profile, the Audit and Risk Committee believe that the internal
control framework in place at key third party service providers is
sufficiently appropriate in order to mitigate the impact of COVID-19
on the Company. The Audit and Risk Committee will continue to
monitor and review the risk COVID-19 presents to the Company on
an ongoing basis and will support the Board in introducing further
controls if necessary and where appropriate.

The principal and emerging risks affecting the Company, a
description of those risks, including the impact of COVID-19 on
such risks, and controls mitigating those risks are disclosed on
pages 11 and 12.

Wendy Dorman

Chair of the Audit and Risk Committee

17 September 2020

28 Report of the Audit and Risk Committee
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ANNUAL REPORT 30 JUNE 2020 CQS NEW CITY HIGH YIELD FUND LIMITED

Remuneration Committee

The Remuneration Committee, which is chaired by John
Newlands, operates within clearly defined terms of reference The
Committee comprises the full Board.

The remuneration of the Directors has been set in order to attract
individuals of a calibre appropriate to the future development of
the Company. The Company’s policy on Directors’ remuneration,
together with details of the remuneration of each Director, is
shown below.

Policy on Directors’ Remuneration

The Company’s Articles of Association limit the aggregate fees
payable to the Board of Directors to a total of £250,000 per annum.
Subject to this overall limit, it is the Company’s policy that the
remuneration of non-executive Directors should reflect the
experience of the Board as a whole, be fair and comparable to that
of other relevant investment companies that are similar in size and
have similar investment objectives and structures. Furthermore,
the level of remuneration should be sufficient to attract and retain
the Directors needed to oversee properly the Company and to
reflect the specific circumstances of the Company, the duties and
responsibilities of the Directors and the value and amount of time
committed to the Company’s affairs. It is intended that this policy
will continue for the year ending 30 June 2021 and subsequent
years.

With effect from 1 July 2019 the level of remuneration for the
Directors is as follows:

Chair £40,000
Audit Chair £34,000
Other £27,500

No element of the Directors’ remuneration is performance related.

No Director past or present has any entitlement to pensions, and
the Company has not awarded any share options or long-term
performance incentives to any of the Directors.

It is the Board’s policy that Directors do not have service contracts,
but new Directors are provided with a letter of appointment.

Directors’ Emoluments

The Directors who served in the year received the following fees:

22002200 22001199
£ ££ £

CC HHiittcchh ((CChhaaiirr))11 4400,,000000 3322,,331122

DD AA HH BBaaxxtteerr 2277,,550000 2266,,000000

II CCaaddbbyy 2277,,550000 2266,,000000

WW DDoorrmmaann ((AAuuddiitt aanndd RRiisskk

CCoommmmiitttteeee CChhaaiirr)) 3344,,000000 3311,,225500

JJ EE NNeewwllaannddss 2277,,550000 2266,,000000

JJ GG WWeesstt22 –– 1166,,116644

TToottaallss 115566,,550000 115577,,772266

1 Appointed as Chair on 14 December 2018.
2 Retired from the Board on 14 December 2018.

The amounts paid by the Company to the Directors were for
services as non-executive Directors.

Voting at Annual General Meeting

An ordinary resolution for the approval of this Directors’
Remuneration Report will be put to an advisory shareholder vote
at the forthcoming Annual General Meeting.

Approval

The Directors’ Remuneration Report on page 29 was approved by
the Board of Directors and signed on its behalf on 17 September
2020.

On behalf of the Board

Caroline Hitch
Chair
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Our opinion is unmodified
We have audited the financial statements of CQS New City High
Yield Fund Limited (the “Company”), which comprise the
Statement of Financial Position as at 30 June 2020, the Statement
of Comprehensive Income, Statement of Changes in Equity and
Cash Flow Statement for the year then ended, and notes,
comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements:

— give a true and fair view of the financial position of the
Company as at 30 June 2020, and of the Company’s financial
performance and cash flows for the year then ended;

— are prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU; and

— have been properly prepared in accordance with the
requirements of Companies (Jersey) Law, 1991.

Basis for Opinion
We conducted our audit in accordance with International
Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities are described below. We have fulfilled our ethical
responsibilities under, and are independent of the Company in
accordance with, UK ethical requirements including FRC Ethical
Standards, as applied to listed entities. We believe that the audit
evidence we have obtained is a sufficient and appropriate basis for
our opinion.

CQS NEW CITY HIGH YIELD FUND LIMITED ANNUAL REPORT 30 JUNE 2020
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The risk Our response

Valuation of
investments

£231m; (2019: £253m)

Refer to page 27
(Report of the Audit
and Risk Committee),
note 1(a) and 1(b)
(accounting policy)
and notes 16 (financial
instruments) and 22
(fair value hierarchy).

Investments makes up 94.8% of the Company’s
total assets (by value) and is the key driver of
results. 96% of these investments comprise
listed/quoted investments and therefore we do
not consider these listed/quoted investments to
be at a high risk of misstatement, or to be
subject to a significant level of judgement.

The Company’s holdings in unlisted/unquoted
investments of £8.9m, which represent 4% of the
investments and are not quoted or traded on a
recognised stock exchange or other trading
facility are valued using a valuation technique
reviewed by the Board taking into account,
where appropriate, latest dealing prices, broker
statements, valuation information and other
relevant factors.

Risk:
The valuation of investments, due to their
magnitude in the context of the financial
statement as a whole, is considered to be the
area which had the greatest effect on our overall
audit strategy and allocation of resources in
planning and completing our audit, with those
investments which are unlisted/unquoted being
subject to estimation risk.

Our audit procedures included but were not limited to

Internal controls:

We assessed the design and implementation of the control
over the valuation of unlisted/unquoted investments.

Use of KPMG specialist:

We engaged our valuation specialist to

- Agree the valuation of listed/quoted investments in the
portfolio to externally listed prices; and

- Derive independent valuations for unlisted/unquoted
investment using discounted cash flow models.

For unlisted/unquoted investments not priced by our
valuation specialists, we obtained independent
confirmations of prices from third party brokers.

Assessing disclosures:

We also considered the Company’s disclosures (see note 1
– critical accounting estimates and judgments) in relation
to the use of estimates and judgments regarding the
valuation of investments and the Company’s investment
valuation policies adopted in note 16 and fair value
disclosures in note 22 for compliance with IFRS as
adopted by the EU.

31

Our application of materiality and an overview of the
scope of our audit
Materiality for the financial statements as a whole was set at
£2,434,000, determined with reference to a benchmark of total
assets of £243,476,000, of which it represents approximately 1.0%
(2019: 1.0%).

We reported to the Audit Committee any corrected or uncorrected
identified misstatements exceeding £121,000 (2019: £131,000), in
addition to other identified misstatements that warranted
reporting on qualitative grounds.

Our audit of the Company was undertaken to the materiality level
specified above, which has informed our identification of
significant risks of material misstatement and the associated audit
procedures performed in those areas as detailed above.

We have nothing to report on going concern
The Directors have prepared the financial statements on the going
concern basis as they do not intend to liquidate the Company or to
cease its operations, and as they have concluded that the
Company’s financial position means that this is realistic. They have
also concluded that there are no material uncertainties that could
have cast significant doubt over its ability to continue as a going
concern for at least a year from the date of approval of the financial
statements (“the going concern period”).

In our evaluation of the Directors’ conclusions, we considered the
inherent risks to the Company’s activities including where relevant
the impact of the COVID-19 pandemic and the requirements of the
applicable financial reporting framework. We analysed how those
risks might affect the Company’s financial resources or ability to

Key Audit Matters: our assessment of the risks of material misstatement
Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial statements and include
the most significant assessed risks of material misstatement (whether or not due to fraud) identified by us, including those which had the greatest
effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement team. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In arriving at our audit opinion above, the key audit matter was as follows (unchanged from 2019):

ANNUAL REPORT 30 JUNE 2020 CQS NEW CITY HIGH YIELD FUND LIMITED
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continue operations over the going concern period, including
challenging the underlying data and key assumptions used to
make the assessment, and evaluated the Directors’ plans for
future actions in relation to their going concern assessment.

Independent Auditor’s Report to the members of CQS New City
High Yield Fund Limited (continued)

Based on this work, we are required to report to you if we have
anything material to add or draw attention to in relation to the
Directors’ statement in note 1(a) to the financial statements on the
use of the going concern basis of accounting with no material
uncertainties that may cast significant doubt over the Company’s
use of that basis for a period of at least twelve months from the
date of approval of the financial statements. We have nothing to
report in these respects.

Other information
The Directors are responsible for the other information. The other
information comprises the information included in the Annual
Report but does not include the financial statements and our
auditor's report thereon. Our opinion on the financial statements
does not cover the other information and we do not express an
audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Disclosures of emerging and principal risks and
longer term viability
Based on the knowledge we acquired during our financial
statements audit, we have nothing material to add or draw
attention to in relation to:

— the Directors’ confirmation within the Viability Statement
(page 16) that they have carried out a robust assessment of
the emerging and principal risks facing the Company,
including those that would threaten its business model, future
performance, solvency or liquidity;

— the Principal Risks disclosures describing these risks and
explaining how they are being managed or mitigated;

— the Directors’ explanation in the Viability Statement (page 16)
as to how they have assessed the prospects of the Company,
over what period they have done so and why they consider that
period to be appropriate, and their statement as to whether
they have a reasonable expectation that the Company will be
able to continue in operation and meet its liabilities as they
fall due over the period of their assessment, including any
related disclosures drawing attention to any necessary
qualifications or assumptions.

Corporate governance disclosures
We are required to report to you if:

— we have identified material inconsistencies between the
knowledge we acquired during our financial statements audit
and the Directors’ statement that they consider that the
annual report and financial statements taken as a whole is
fair, balanced and understandable and provides the
information necessary for shareholders to assess the
Company’s position and performance, business model and
strategy; or

— the section of the annual report describing the work of the
Audit Committee does not appropriately address matters
communicated by us to the Audit Committee.

We are required to report to you if the Corporate Governance
Statement does not properly disclose a departure from the
provisions of the UK Corporate Governance Code specified by the
Listing Rules for our review.

We have nothing to report to you in these respects.
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We have nothing to report on other matters on which
we are required to report by exception
We have nothing to report in respect of the following matters
where the Companies (Jersey) Law 1991 requires us to report to
you if, in our opinion:

— adequate accounting records have not been kept by the
Company; or

— the Company's financial statements are not in agreement
with the accounting records; or

— we have not received all the information and explanations we
require for our audit.

Respective responsibilities
Directors' responsibilities

As explained more fully in their statement set out on page 18, the
Directors are responsible for: the preparation of the financial
statements including being satisfied that they give a true and fair
view; such internal control as they determine is necessary to
enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; assessing
the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going
concern basis of accounting unless they either intend to liquidate
the Company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue our
opinion in an auditor’s report. Reasonable assurance is a high level
of assurance, but does not guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the FRC’s
website at www.frc.org.uk/auditorsresponsibilities.

The purpose of this report and restrictions on its
use by persons other than the Company's
members as a body

This report is made solely to the Company’s members, as a body,
in accordance with Article 113A of the Companies (Jersey) Law
1991. Our audit work has been undertaken so that we might state
to the Company’s members those matters we are required to state
to them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the
Company’s members, as a body, for our audit work, for this report,
or for the opinions we have formed.

                                                                                              
Steven David Stormonth
for and on behalf of KPMG Channel Islands Limited
Chartered Accountants and Recognized Auditors, Jersey

17 September 2020
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Financial Statements SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee

Statement of Comprehensive Income
FFoorr tthhee yyeeaarr eennddeedd 3300 JJuunnee 22002200

                                                                                                                                                                                                                                                                                                                                                                                                                                       YeYeY ar ended                                                                                                                                                       YYeeYYeYY aarr eennddeedd
                                                                                                                                                                                                                                                                                                                                                                                                                                 30 June 2020                                                                                                                                           3300 JJuunnee 22001199
                                                                                                                                                                                                                                                                                                                                                                              Revenue        Capital         Total                                        RReevveennuuee                   CCaappiittaall                       TToottaall
                                                                                                                                                                                                          NNootteess                                              £’000           £’000        £’000                                                       ££’’000000                          ££’’000000                      ££’’000000

NNeett ccaappiittaall ggaaiinnss//((lloosssseess))

LLoosssseess oonn ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee                9                                        9                                        9                        –        (33,398)    (33,398)                          –                                   –                                   –          ((1100,,119955))             ((1100,,119955))

FFoorreeiiggnn eexxcchhaannggee ((lloossss))//ggaaiinn                                                                                                                                                                                                                                                 –                (97)            (97)                          –                                         –                                         –                112277                            112277

RReevveennuuee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          
IInnccoommee                                                                                            2                                                                                                         2                                                                                                         2              22,625                   –       22,625                                                    2211,,002244                     –                             –         2211,,002244

TToottaall IInnccoommee                                                                                                                                                                                                                                                                                                       22,625        (33,495)    (10,870)                                                2211,,002244                   ((1100,,006688))               1100,,995566

EExxppeennsseess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    
IInnvveessttmmeenntt mmaannaaggeemmeenntt ffeeee                                                      3                                                                    3                                                                    3               (1,477)            (492)       (1,969)                                                 ((11,,449900))                           ((449966))                 ((11,,998866))

OOtthheerr eexxppeennsseess                                                                              4                                                                                               4                                                                                               4                  (745)              (40)          (785)                                                            ((771166))                                ((9999))                        ((881155))

TToottaall eexxppeennsseess                                                                                                                                                                                                           (2,222)            (532)       (2,754)                                                 ((22,,220066))                           ((559955))                 ((22,,880011))

PPrrooffiitt//((lloossss)) bbeeffoorree ffiinnaannccee ccoossttss aanndd ttaaxxaattiioonn                                                                                                                   20,403        (34,027)    (13,624)                                                1188,,881188                   ((1100,,666633))                    88,,115555

FFiinnaannccee ccoossttss
IInntteerreesstt iinnccoommee                                                                                                                                                                                                                                            12                   –               12                                                                         1111                     –                                     –                 1111

IInntteerreesstt eexxppeennssee                                                                            5                                                                                             5                                                                                             5                  (418)            (139)          (557)                                                            ((339900))                           ((113311))                        ((552211))

PPrrooffiitt//((lloossss)) bbeeffoorree ttaaxxaattiioonn                                                                                                                                                            19,997        (34,166)    (14,169)                                                1188,,443399                   ((1100,,779944))                    77,,664455

IIrrrreeccoovveerraabbllee wwiitthhhhoollddiinngg ttaaxx                                                      6                                                                        6                                                                        6                  (331)                  –           (331)                                                                  ((7766))                   –                                  –               ((7766))

PPrrooffiitt//((lloossss)) aafftteerr ttaaxxaattiioonn aanndd ttoottaall
ccoommpprreehheennssiivvee iinnccoommee//((lloossss))                                                                                                                                                       19,666        (34,166)    (14,500)                                                1188,,336633                   ((1100,,779944))                    77,,556699

EEaarrnniinnggss ppeerr oorrddiinnaarryy sshhaarree ((ppeennccee))                                        8                                                         8                                                         8                  4.59            (7.98)         (3.39)                                                            44..4499                            ((22..6644))                        11..8855

TThhee ttoottaall ccoolluummnn ooff tthhiiss ssttaatteemmeenntt rreepprreesseennttss tthhee CCoommppaannyy’’ss SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee,, pprreeppaarreedd iinn aaccccoorrddaannccee wwiitthh IIFFRRSS aass
aaddoopptteedd bbyy tthhee EEUU ((rreeffeerr ttoo nnoottee 11)).. TThhee ssuupppplleemmeennttaarryy rreevveennuuee rreettuurrnn aanndd ccaappiittaall rreettuurrnn ccoolluummnnss aarree bbootthh pprreeppaarreedd uunnddeerr gguuiiddaannccee
ppuubblliisshheedd bbyy tthhee AAssssoocciiaattiioonn ooff IInnvveessttmmeenntt CCoommppaanniieess..

TThheerree iiss nnoo ootthheerr ccoommpprreehheennssiivvee iinnccoommee aass aallll iinnccoommee iiss rreeccoorrddeedd iinn tthhee SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee aabboovvee..

AAllll rreevveennuuee aanndd ccaappiittaall iitteemmss iinn tthhee aabboovvee ssttaatteemmeenntt aarree ddeerriivveedd ffrroomm ccoonnttiinnuuiinngg ooppeerraattiioonnss..

NNoo ooppeerraattiioonnss wweerree aaccqquuiirreedd oorr ddiissccoonnttiinnuueedd iinn tthhee yyeeaarr..rr.rr

TThhee aaccccoommppaannyyiinngg nnootteess oonn ppaaggeess 3388 ttoo 5511 aarree aann iinntteeggrraall ppaarrtt ooff tthheessee ffiinnaanncciiaall ssttaatteemmeennttss..

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200
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Statement of Financial Position
AAss aatt 3300 JJuunnee 22002200 35

BBaallaannccee SShheeeett Financial Statements

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    As at 30 June 2020                                           AAss aatt 3300 JJuunnee 22001199
                                                                                                                                                                                                                                                                                            NNootteess                                                                                                                                    £’000                                                                                                                      ££’’000000

NNoonn--ccuurrrreenntt aasssseettss

FFiinnaanncciiaall aasssseettss                                                                                                                    9                                                                                                                                                           9                                                                                                                                                           9                                       230,741                                                                                                         225533,,003344

CCuurrrreenntt aasssseettss

DDeebbttoorrss aanndd ootthheerr rreecceeiivvaabblleess                                                                                                                                                                                   1100                                                                                                                               9,882                                                                                                                      66,,115500

CCaasshh aanndd ccaasshh eeqquuiivvaalleennttss                                                                                                                                                                                                                                                                                                                                                                                                                                           2,853                                                                                                                      55,,883377

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 12,735                                                                                                                1111,,998877

TToottaall aasssseettss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              243,476                                                                                                          226655,,002211

CCuurrrreenntt lliiaabbiilliittiieess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        

BBaannkk llooaann                                                                                                                                                                                                                                                          1111                                                                                                                  (31,000)                                                                                                             ((2288,,000000))

CCrreeddiittoorrss aanndd ootthheerr ppaayyaabblleess                                                                                                                                                                                       1122                                                                                                                        (6,797)                                                                                                                   ((33,,889944))

TToottaall lliiaabbiilliittiieess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        (37,797)                                                                                                             ((3311,,889944))

NNeett aasssseett vvaalluuee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          205,679                                                                                                          223333,,112277

SSttaatteedd ccaappiittaall aanndd rreesseerrvveess

SSttaatteedd ccaappiittaall aaccccoouunntt                                                                                                                                                                                                               1133                                                                                                                   197,037                                                                                                      119911,,000077

SSppeecciiaall ddiissttrriibbuuttaabbllee rreesseerrvvee                                                                                                                                                                                                                                                                                                                                                                                                                         50,385                                                                                                             5500,,338855

CCaappiittaall rreesseerrvvee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           (59,725)                                                                                                         ((2255,,555599))

RReevveennuuee rreesseerrvvee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        17,982                                                                                                                1177,,229944

EEqquuiittyy sshhaarreehhoollddeerrss’’ ffuunnddss                                                                                                                                                                                                                                                                                                                                                                                                                                           205,679                                                                                                          223333,,112277

NNeett aasssseett vvaalluuee ppeerr oorrddiinnaarryy sshhaarree ((ppeennccee))                                                                                                                                     1155                                                                                                                         47.52p                                                                                                                5555..1199pp

TThhee ffiinnaanncciiaall ssttaatteemmeennttss oonn ppaaggeess 3344 ttoo 5511 wweerree aapppprroovveedd bbyy tthhee BBooaarrdd ooff DDiirreeccttoorrss aanndd aauutthhoorriisseedd ffoorr iissssuuee oonn 1177 SSeepptteemmbbeerr 22002200 aanndd wweerree
ssiiggnneedd oonn iittss bbeehhaallff bbyy::

CCaarroolliinnee HHiittcchh
CChhaaiirr

TThhee aaccccoommppaannyyiinngg nnootteess oonn ppaaggeess 3388 ttoo 5511 aarree aann iinntteeggrraall ppaarrtt ooff tthheessee ffiinnaanncciiaall ssttaatteemmeennttss..

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD
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                                                                                                                                                                                                                                                                                                                                                                                                                                                         Stated               Special                      
                                                                                                                                                                                                                                                                                                                                                                                                                                                      capital      distributable         Capital      Revenue
                                                                                                                                                                                                                                                                                                                                                                                                                                          account*            reserve‡     reserve*     reserve†             Total
                                                                                                                                                                                                                                            NNootteess                                                          £’000                   £’000           £’000            £’000            £’000

AAtt 11 JJuullyy 22001199                                                                                                                                                                                                                                                                                                                                                         191,007                 50,385         (25,559)         17,294        233,127

TToottaall ccoommpprreehheennssiivvee ((lloossss))//iinnccoommee ffoorr tthhee yyeeaarr::                                                                                                                                                                                                          
((LLoossss))//pprrooffiitt ffoorr tthhee yyeeaarr                                                                                                            –                          –                                                                                                                     –                          –                                                                                                                     –                          –         (34,166)         19,666         (14,500)

TTrraannssaaccttiioonnss wwiitthh oowwnneerrss rreeccooggnniisseedd                                                                        
ddiirreeccttllyy iinn eeqquuiittyy::                                                                                                                                                
DDiivviiddeennddss ppaaiidd                                                                                                 7                           –                          –                   –                                                                                                         7                           –                          –                   –                                                                                                         7                           –                          –                   –         (18,978)        (18,978)
NNeett pprroocceeeeddss ffrroomm iissssuuee ooff sshhaarreess                                                                                                                      1133                                                          6,030                          –                   –                   –            6,030

AAtt 3300 JJuunnee 22002200                                                                                                                                                                                                                                                                                                                                              197,037                 50,385         (59,725)         17,982        205,679

FFoorr tthhee yyeeaarr eennddeedd 3300 JJuunnee 22001199

                                                                                                                                                                                                                                                                                                      SSttaatteedd                             SSppeecciiaall                                            
                                                                                                                                                                                                                                                                                                    ccaappiittaall           ddiissttrriibbuuttaabbllee                 CCaappiittaall            RReevveennuuee
                                                                                                                                                                                                                                                                                            aaccccoouunntt**                       rreesseerrvvee‡‡         rreesseerrvvee**          rreesseerrvvee†             †             TToottaall
                                                                                                                                                                                                                                              NNootteess                                      ££’’000000                                     ££’’000000                     ££’’000000                       ££’’000000                        ££’’000000

AAtt 11 JJuullyy 22001188                                                                                                                                                                                                                                      117788,,442244                                 5500,,338855                 ((1144,,776655))                 1177,,002244               223311,,006688

TToottaall ccoommpprreehheennssiivvee ((lloossss))//iinnccoommee ffoorr tthhee yyeeaarr::                                                                                                                                       
((LLoossss))//pprrooffiitt ffoorr tthhee yyeeaarr                                                                                                            –                          –                                                                                                                     –                          –         ((1100,,779944))                 1188,,336633                        77,,556699

TTrraannssaaccttiioonnss wwiitthh oowwnneerrss rreeccooggnniisseedd                                                                        
ddiirreeccttllyy iinn eeqquuiittyy::                                                                                                                                                
DDiivviiddeennddss ppaaiidd                                                                                                 7                           –                          –                   –                                                                                                         7                           –                          –                   –         ((1188,,009933))               ((1188,,009933))
NNeett pprroocceeeeddss ffrroomm iissssuuee ooff sshhaarreess                                                                                                                      1133                                   1122,,558833                          –                   –                   –                                    –                   –                   –          1122,,558833

AAtt 3300 JJuunnee 22001199                                                                                                                                                                                                                               119911,,000077                                 5500,,338855                 ((2255,,555599))                 1177,,229944               223333,,112277

TThhee aaccccoommppaannyyiinngg nnootteess oonn ppaaggeess 3388 ttoo 5511 aarree aann iinntteeggrraall ppaarrtt ooff tthheessee ffiinnaanncciiaall ssttaatteemmeennttss..

** FFoolllloowwiinngg aa cchhaannggee iinn JJeerrsseeyy CCoommppaannyy LLaaww eeffffeeccttiivvee 2277 JJuunnee 22000088,, ddiivviiddeennddss ccaann bbee ppaaiidd oouutt ooff aannyy ccaappiittaall aaccccoouunntt ooff tthhee CCoommppaannyy ssuubbjjeecctt
ttoo cceerrttaaiinn ssoollvveennccyy rreessttrriiccttiioonnss.. HHoowweevveerr,, iitt iiss tthhee CCoommppaannyy’’ss ppoolliiccyy ttoo aaccccoouunntt ffoorr rreevveennuuee iitteemmss aanndd ppaayy ddiivviiddeennddss,, ddrraawwiinngg wwhheerree nneecceessssaarryy
ffrroomm aa sseeppaarraattee rreevveennuuee rreesseerrvvee..

‡‡ TThhee bbaallaannccee oonn tthhee ssppeecciiaall ddiissttrriibbuuttaabbllee rreesseerrvvee ooff ££5500,,338855,,000000 ((22001199:: ££5500,,338855,,000000)) iiss ttrreeaatteedd aass ddiissttrriibbuuttaabbllee pprrooffiittss aavvaaiillaabbllee ttoo bbee uusseedd
ffoorr aallll ppuurrppoosseess ppeerrmmiitttteedd bbyy JJeerrsseeyy CCoommppaannyy LLaaww iinncclluuddiinngg tthhee bbuuyyiinngg bbaacckk ooff oorrddiinnaarryy sshhaarreess,, tthhee ppaayymmeenntt ooff ddiivviiddeennddss aanndd tthhee ppaayymmeenntt
ooff pprreelliimmiinnaarryy eexxppeennsseess..

†† TThhee bbaallaannccee oonn tthhee rreevveennuuee rreesseerrvvee ooff ££1177,,998822,,000000 ((22001199:: ££1177,,229944,,000000)) iiss aavvaaiillaabbllee ffoorr ppaayyiinngg ddiivviiddeennddss..

36

Financial Statements SSttaatteemmeenntt ooff CChhaannggeess iinn EEqquuiittyy

Statement of Changes in Equity
FFoorr tthhee yyeeaarr eennddeedd 3300 JJuunnee 22002200

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200

191531_NCityAR20 Txt PRINT.qxp_191531_NCityAR20 Txt V5  22/10/2020  14:39  Page 36



                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               YeYeY ar ended                                                                            YYeeYYeYY aarr eennddeedd
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      30 June 2020                                                                   3300 JJuunnee 22001199
                                                                                                                                                                                                                                                                                                                                                                                      NNootteess                                                                                                                            £’000                                                                                                                ££’’000000

OOppeerraattiinngg aaccttiivviittiieess

((LLoossss))//pprrooffiitt bbeeffoorree ffiinnaannccee ccoosstt aanndd ttaaxxaattiioonn                                                                                                                                                                                                                                                                                                                                                    (13,624)                                                                                     88,,115555

AAddjjuussttmmeennttss ttoo rreeccoonncciillee ((lloossss))//pprrooffiitt bbeeffoorree ttaaxx ttoo nneett ccaasshh fflloowwss::                                                                                                                                                                                                                                                                                                                                                                                                 

RReeaalliisseedd lloossss oonn ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss..             9                                             9                                             9                                 2,766                                                                                          77,,000011

UUnnrreeaalliisseedd lloossss oonn ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss          9                                         9                                         9                               30,632                                                                                          33,,119944

EEffffeeccttiivvee iinntteerreesstt aaddjjuussttmmeenntt                                                                                                       9                                                                                                                                         9                                                                                                                                         9                                   (162)                                                                                        ((446644))

FFoorreeiiggnn eexxcchhaannggee lloossss//((ggaaiinn))                                                                                                                                                                                                                                                                                                                                                                                                                                             97                                                                                           ((112277))

PPuurrcchhaassee ooff ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss11                                                                                                                                                                                    (86,268)                                                                         ((4499,,007711))

PPrroocceeeeddss ffrroomm ssaallee ooff ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss22                                                                                                                                  73,197                                                                                    3399,,115511

CChhaannggeess iinn wwoorrkkiinngg ccaappiittaall

DDeeccrreeaassee iinn ootthheerr rreecceeiivvaabblleess                                                                                                                                                                                                                                                                                                                                                                                                                                                         824                                                                                                    111122

IInnccrreeaassee iinn ootthheerr ppaayyaabblleess                                                                                                                                                                                                                                                                                                                                                                                                                                                                         478                                      5                                     5                                     5

IIrrrreeccoovveerraabbllee wwiitthhhhoollddiinngg ttaaxx ppaaiidd                                                                                                                                                                                                                                                                                                                                                                                                                              (331)                                                                                                 ((7766))

NNeett ccaasshh oouuttffllooww ffrroomm iinnvveessttiinngg aaccttiivviittiieess                                                                                                                                                                                                                                                                                                                                                                              7,609                                                                                             77,,888800

FFiinnaanncciinngg aaccttiivviittiieess

DDiivviiddeennddss ppaaiidd                                                                                                                                        7                                                                                                                                                                     7                                                                                                                                                                     7                              (18,978)                                                                         ((1188,,009933))

DDrraawwddoowwnn ooff bbaannkk llooaann                                                                                                                                                                                                                                           1111                                                                                                   3,000                                      –                                     –                                     –

FFiinnaannccee ccoossttss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          (548)                                                                                        ((551100))

NNeett pprroocceeeeddss ffrroomm iissssuuaannccee ooff oorrddiinnaarryy sshhaarreess                                                                                                                                                       1133                                                                                                   6,030                                                                                       1122,,558833

NNeett ccaasshh oouuttffllooww ffrroomm ffiinnaanncciinngg                                                                                                                                                                                                                                                                                                                                                                                                                      (10,496)                                                                                  ((66,,002200))

((DDeeccrreeaassee))//iinnccrreeaassee iinn ccaasshh aanndd ccaasshh eeqquuiivvaalleennttss                                                                                                                                                                                                                                                                                                                               (2,887)                                                                                          11,,886600

CCaasshh aanndd ccaasshh eeqquuiivvaalleennttss aatt tthhee ssttaarrtt ooff tthhee yyeeaarr                                                                                                                                                                                                                                                                                                                                    5,837                                                                                             33,,885500

EExxcchhaannggee ggaaiinnss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     (97)                                                                                                   112277

CCaasshh aanndd ccaasshh eeqquuiivvaalleennttss aatt tthhee eenndd ooff tthhee yyeeaarr                                                                                                                                                                                                                                                                                                                                        2,853                                                                                             55,,883377

11 AAmmoouunnttss dduuee ttoo bbrrookkeerrss aass aatt 3300 JJuunnee 22002200 rreellaattiinngg ttoo ppuurrcchhaasseess ooff ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt aammoouunntteedd ttoo
££66,,005599,,000000 ((3300 JJuunnee 22001199:: ££33,,663311,,000000))..

22 AAmmoouunnttss dduuee ffrroomm bbrrookkeerrss aass aatt 3300 JJuunnee 22002200 rreellaattiinngg ttoo ssaalleess ooff ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt aammoouunntteedd ttoo
££66,,552200,,000000 ((3300 JJuunnee 22001199:: ££11,,996644,,000000))..

TThhee aaccccoommppaannyyiinngg nnootteess oonn ppaaggeess 3388 ttoo 5511 aarree aann iinntteeggrraall ppaarrtt ooff tthheessee ffiinnaanncciiaall ssttaatteemmeennttss..
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Financial Statements NNootteess ttoo tthhee FFiinnaanncciiaall SSttaatteemmeennttss

Notes to the Financial Statements

11 AAccccoouunnttiinngg PPoolliicciieess
((aa)) BBaassiiss ooff aaccccoouunnttiinngg
TThheessee ffiinnaanncciiaall ssttaatteemmeennttss hhaavvee bbeeeenn pprreeppaarreedd iinn aaccccoorrddaannccee wwiitthh IInntteerrnnaattiioonnaall FFiinnaanncciiaall RReeppoorrttiinngg SSttaannddaarrddss ((““IIFFRRSS””)) aass aaddoopptteedd bbyy tthhee
EEuurrooppeeaann UUnniioonn aanndd iinn aaccccoorrddaannccee wwiitthh tthhee gguuiiddaannccee sseett oouutt iinn tthhee SSttaatteemmeenntt ooff RReeccoommmmeennddeedd PPrraaccttiiccee ((““SSOORRPP””)):: FFiinnaanncciiaall SSttaatteemmeennttss ooff
IInnvveessttmmeenntt TTrruusstt CCoommppaanniieess aanndd VVeennttuurree CCaappiittaall TTrruussttss iissssuueedd bbyy tthhee AAIICC iinn NNoovveemmbbeerr 22001144 aanndd uuppddaatteedd mmoosstt rreecceennttllyy iinn OOccttoobbeerr 22001199 wwiitthh
ccoonnsseeqquueennttiiaall aammeennddmmeennttss.. NNoottwwiitthhssttaannddiinngg tthhaatt CCQQSS NNeeww CCiittyy HHiigghh YYiieelldd FFuunndd LLiimmiitteedd ((tthhee ““CCoommppaannyy””)) iiss nnoott aann iinnvveessttmmeenntt ttrruusstt ccoommppaannyy,,
ggiivveenn tthhee ppuurrppoossee ooff tthhee CCoommppaannyy aanndd cceerrttaaiinn ssiimmiillaarr cchhaarraacctteerriissttiiccss,, tthhee CCoommppaannyy hhaass cchhoosseenn ttoo ffoollllooww tthhee gguuiiddaannccee sseett oouutt iinn tthhee SSOORRPP
wwhheerree iitt iiss ccoonnssiisstteenntt wwiitthh tthhee rreeqquuiirreemmeennttss ooff IIFFRRSS..
TThhee ffuunnccttiioonnaall aanndd rreeppoorrttiinngg ccuurrrreennccyy ooff tthhee CCoommppaannyy iiss ppoouunnddss sstteerrlliinngg bbeeccaauussee tthhaatt iiss tthhee pprriimmaarryy eeccoonnoommiicc eennvviirroonnmmeenntt iinn wwhhiicchh tthhee
CCoommppaannyy ooppeerraatteess.. TThhee nnootteess aanndd ffiinnaanncciiaall ssttaatteemmeennttss aarree pprreesseenntteedd iinn ppoouunnddss sstteerrlliinngg aanndd aarree rroouunnddeedd ttoo tthhee nneeaarreesstt tthhoouussaanndd eexxcceepptt
wwhheerree ootthheerrwwiissee iinnddiiccaatteedd..
TThhee ffiinnaanncciiaall ssttaatteemmeennttss ooff tthhee CCoommppaannyy hhaavvee bbeeeenn pprreeppaarreedd oonn aa ggooiinngg ccoonncceerrnn bbaassiiss,, oonn tthhee aassssuummppttiioonn tthhee ccoonnttiinnuuaattiioonn vvoottee iiss ppaasssseedd bbyy
SShhaarreehhoollddeerrss aatt tthhee ffoorrtthhccoommiinngg AAnnnnuuaall GGeenneerraall MMeeeettiinngg.. GGiivveenn tthhee ppeerrffoorrmmaannccee ooff tthhee CCoommppaannyy,, iinnppuutt ffrroomm tthhee CCoommppaannyy’’ss mmaajjoorr
sshhaarreehhoollddeerrss aanndd iittss bbrrookkeerr,, tthhee BBooaarrdd ccoonnssiiddeerrss iitt lliikkeellyy tthhaatt sshhaarreehhoollddeerrss wwiillll vvoottee iinn ffaavvoouurr ooff ccoonnttiinnuuaattiioonn aatt tthhee ffoorrtthhccoommiinngg AAnnnnuuaall
GGeenneerraall MMeeeettiinngg..
TThhee ffiinnaanncciiaall ssttaatteemmeennttss hhaavvee bbeeeenn pprreeppaarreedd oonn tthhee hhiissttoorriiccaall ccoosstt bbaassiiss,, eexxcceepptt tthhaatt iinnvveessttmmeennttss aarree ssttaatteedd aatt ffaaiirr vvaalluuee aanndd ccaatteeggoorriisseedd aass
ffiinnaanncciiaall aasssseettss aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss..

AAccccoouunnttiinngg DDeevveellooppmmeennttss
TThhee ffoolllloowwiinngg IIFFRRSS wweerree aaddoopptteedd dduurriinngg tthhee ffiinnaanncciiaall yyeeaarr::
TThhee CCoommppaannyy aapppplliieess ffoorr tthhee ffiirrsstt ttiimmee IIFFRRSS 1166 –– LLeeaasseess aanndd IIFFRRIICC 2233 –– UUnncceerrttaaiinnttyy oovveerr IInnccoommee TTaaxx TTrreeaattmmeennttss,, wwhhiicchh bbeeccaammee eeffffeeccttiivvee oonn
11 JJaannuuaarryy 22001199.. TThhee CCoommppaannyy ddooeess nnoott ppaarrttiicciippaattee iinn lleeaassiinngg aarrrraannggeemmeennttss aanndd tthhee DDiirreeccttoorrss hhaavvee ddeetteerrmmiinneedd tthhaatt,, aass aatt 3300 JJuunnee 22002200,, tthhee
CCoommppaannyy hhaass nnoo uunncceerrttaaiinn ttaaxx ppoossiittiioonnss tthhaatt wwoouulldd bbee ddiisscclloosseedd uunnddeerr IIFFRRIICC 2233 –– UUnncceerrttaaiinnttyy oovveerr IInnccoommee TTaaxx TTrreeaattmmeennttss.. AAccccoorrddiinnggllyy,, tthhee
aapppplliiccaattiioonn ooff IIFFRRSS 1166 –– LLeeaasseess aanndd IIFFRRIICC 2233 –– UUnncceerrttaaiinnttyy oovveerr IInnccoommee TTaaxx TTrreeaattmmeennttss,, rreessppeeccttiivveellyy,, ddoo nnoott hhaavvee aann iimmppaacctt oonn tthhee CCoommppaannyy’’ss
ffiinnaanncciiaall ssttaatteemmeennttss..
TThhee ffoolllloowwiinngg aaccccoouunnttiinngg ssttaannddaarrddss aanndd tthheeiirr aammeennddmmeennttss wweerree iinn iissssuuee aatt tthhee yyeeaarr eenndd bbuutt wwiillll nnoott bbee iinn eeffffeecctt uunnttiill aafftteerr tthhiiss ffiinnaanncciiaall yyeeaarr..rr.rr

IInntteerrnnaattiioonnaall FFiinnaanncciiaall RReeppoorrttiinngg SSttaannddaarrddss                                                                                                       EEffffeeccttiivvee ddaattee**

IIFFRRSS 33 BBuussiinneessss CCoommbbiinnaattiioonnss ((aammeennddmmeenntt))                                                                                                                                   11 JJaannuuaarryy 22002200****
DDeeffiinniittiioonn ooff MMaatteerriiaall ((AAmmeennddmmeennttss ttoo IIAASS 11 aanndd IIAASS 88))                                                                                               11 JJaannuuaarryy 22002200
IInntteerreesstt RRaattee BBeenncchhmmaarrkk RReeffoorrmm ((AAmmeennddmmeennttss ttoo IIFFRRSS 99,, IIAASS 3399 aanndd IIFFRRSS 77))               11 JJaannuuaarryy 22002200

**YYeeYYeYY aarrss bbeeggiinnnniinngg oonn oorr aafftteerr
****NNoott yyeett eennddoorrsseedd ffoorr uussee iinn tthhee EEUU

TThhee DDiirreeccttoorrss ddoo nnoott eexxppeecctt tthhaatt tthhee aaddooppttiioonn ooff ootthheerr ssttaannddaarrddss lliisstteedd aabboovvee wwiillll hhaavvee aa mmaatteerriiaall iimmppaacctt oonn tthhee ffiinnaanncciiaall ssttaatteemmeennttss ooff tthhee
CCoommppaannyy iinn ffuuttuurree ppeerriiooddss..

CCrriittiiccaall aaccccoouunnttiinngg eessttiimmaatteess aanndd jjuuddggeemmeennttss
TThhee pprreeppaarraattiioonn ooff tthhee ffiinnaanncciiaall ssttaatteemmeennttss nneecceessssaarriillyy rreeqquuiirreess tthhee eexxeerrcciissee ooff jjuuddggeemmeenntt bbootthh iinn aapppplliiccaattiioonn ooff aaccccoouunnttiinngg ppoolliicciieess wwhhiicchh
aarree sseett oouutt bbeellooww aanndd iinn tthhee sseelleeccttiioonn ooff aassssuummppttiioonnss uusseedd iinn tthhee ccaallccuullaattiioonn ooff eessttiimmaatteess.. TThheessee eessttiimmaatteess aanndd jjuuddggeemmeennttss aarree rreevviieewweedd oonn
aann oonnggooiinngg bbaassiiss aanndd aarree ccoonnttiinnuuaallllyy eevvaalluuaatteedd bbaasseedd oonn hhiissttoorriiccaall eexxppeerriieennccee aanndd ootthheerr ffaaccttoorrss.. HHoowweevveerr,, aaccttuuaall rreessuullttss mmaayy ddiiffffeerr ffrroomm
tthheessee eessttiimmaatteess..

TThhee vvaalluuaattiioonn ooff ffiinnaanncciiaall aasssseettss iinnvvoollvveess eessttiimmaattiioonn aanndd jjuuddggeemmeennttss.. TThhee mmaajjoorr ppaarrtt ooff tthhee CCoommppaannyy’’ss ffiinnaanncciiaall aasssseettss iiss iittss ffiinnaanncciiaall aasssseettss
hheelldd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss wwhhiicchh iiss vvaalluueedd bbyy rreeffeerreennccee ttoo lliisstteedd aanndd qquuootteedd bbiidd pprriicceess,, hhoowweevveerr ssoommee ooff tthheessee ffiinnaanncciiaall aasssseettss
aarree tthhiinnllyy ttrraaddeedd.. SSuucchh ffiinnaanncciiaall aasssseettss aarree bbeesstt vvaalluueedd bbyy rreeffeerreennccee ttoo ccuurrrreenntt mmaarrkkeett pprriiccee qquuootteess pprroovviiddeedd bbyy iinnddeeppeennddeenntt bbrrookkeerrss.. TThhee
DDiirreeccttoorrss mmaayy oovveerrllaayy ssuucchh pprriicceess wwiitthh ssiittuuaattiioonn ssppeecciiffiicc aaddjjuussttmmeennttss iinncclluuddiinngg ((aa)) ttaakkiinngg aa sseeccoonndd iinnddeeppeennddeenntt ooppiinniioonn oonn aa ssppeecciiffiicc
iinnvveessttmmeenntt,, oorr ((iiii)) rreedduucciinngg tthhee vvaalluuee ttoo aa nneett pprreesseenntt vvaalluuee,, ttoo rreefflleecctt tthhee lliikkeellyy ttiimmee ttoo bbee ttaakkeenn ttoo rreeaalliissee aa ssttoocckk wwhhiicchh tthhee CCoommppaannyy iiss
aaccttiivveellyy llooookkiinngg ttoo sseellll.. TThhee oouuttttuurrnn iiss rreefflleecctteedd iinn tthhee vvaalluuaattiioonnss ooff iinnvveessttmmeennttss aass sseett oouutt iinn nnoottee 2222 ttoo tthhee ffiinnaanncciiaall ssttaatteemmeennttss..

FFiinnaanncciiaall aasssseettss wwhhiicchh aarree nnoott lliisstteedd oorr wwhheerree ttrraaddiinngg iinn tthhee sseeccuurriittiieess ooff aann iinnvveesstteeee ccoommppaannyy iiss ssuussppeennddeedd aarree vvaalluueedd aatt tthhee BBooaarrdd’’ss
eessttiimmaattee ooff ffaaiirr vvaalluuee iinn aaccccoorrddaannccee wwiitthh IInntteerrnnaattiioonnaall PPrriivvaattee EEqquuiittyy aanndd VVeennttuurree CCaappiittaall ((IIPPEEVV)) vvaalluuaattiioonn gguuiiddaannccee.. UUnnqquuootteedd ffiinnaanncciiaall aasssseettss
aarree vvaalluueedd bbyy tthhee DDiirreeccttoorrss oonn tthhee bbaassiiss ooff aallll tthhee iinnffoorrmmaattiioonn aavvaaiillaabbllee ttoo tthheemm aatt tthhee ttiimmee ooff vvaalluuaattiioonn.. TThhiiss iinncclluuddeess aa rreevviieeww ooff tthhee ffiinnaanncciiaall
aanndd ttrraaddiinngg iinnffoorrmmaattiioonn ooff tthhee iinnvveesstteeee ccoommppaannyy,, ccoovveennaanntt ccoommpplliiaannccee,, aabbiilliittyy ttoo ppaayy tthhee iinntteerreesstt dduuee aanndd ccaasshh hheelldd.. FFoorr ccoonnvveerrttiibbllee bboonnddss
tthhiiss aallssoo iinncclluuddeess ccoonnssiiddeerraattiioonn ooff tthheeiirr ddiissccoouunntteedd ccaasshh fflloowwss aanndd uunnddeerrllyyiinngg eeqquuiittyy vvaalluuee bbaasseedd oonn iinnffoorrmmaattiioonn pprroovviiddeedd bbyy tthhee IInnvveessttmmeenntt
MMaannaaggeerr..rr.rr

AAss oouuttlliinneedd aabboovvee,, tthhee DDiirreeccttoorrss hhaavvee aapppplliieedd jjuuddggeemmeenntt aanndd ddeetteerrmmiinneedd tthhaatt tthhee CCoommppaannyy’’ss pprreesseennttaattiioonn aanndd ffuunnccttiioonnaall ccuurrrreennccyy iiss ppoouunnddss
sstteerrlliinngg..

TThheerree wweerree nnoo ootthheerr ssiiggnniiffiiccaanntt aaccccoouunnttiinngg eessttiimmaatteess oorr ssiiggnniiffiiccaanntt jjuuddggeemmeennttss iinn tthhee ccuurrrreenntt oorr pprreevviioouuss yyeeaarr..rr.rr
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AA ssuummmmaarryy ooff tthhee pprriinncciippaall aaccccoouunnttiinngg ppoolliicciieess wwhhiicchh hhaavvee bbeeeenn aapppplliieedd ttoo aallll ppeerriiooddss pprreesseenntteedd iinn tthheessee ffiinnaanncciiaall ssttaatteemmeennttss iiss sseett oouutt
bbeellooww..

((bb)) FFiinnaanncciiaall aasssseettss
FFiinnaanncciiaall aasssseettss wwhhiicchh ccoommpprriissee eeqquuiittyy sshhaarreess,, ccoonnvveerrttiibbllee bboonnddss aanndd ffiixxeedd iinnccoommee sseeccuurriittiieess,, aarree ccllaassssiiffiieedd aass hheelldd aatt ffaaiirr vvaalluuee tthhrroouugghh
pprrooffiitt oorr lloossss aass tthhee ffiinnaanncciiaall aasssseettss aarree mmaannaaggeedd aanndd tthheeiirr ppeerrffoorrmmaannccee eevvaalluuaatteedd oonn aa ffaaiirr vvaalluuee bbaassiiss iinn aaccccoorrddaannccee wwiitthh tthhee CCoommppaannyy’’ss
iinnvveessttmmeenntt ssttrraatteeggyy aanndd tthhiiss iiss aallssoo tthhee bbaassiiss oonn wwhhiicchh iinnffoorrmmaattiioonn aabboouutt iinnvveessttmmeennttss iiss pprroovviiddeedd iinntteerrnnaallllyy ttoo tthhee BBooaarrdd..
PPuurrcchhaasseess oorr ssaalleess ooff ffiinnaanncciiaall aasssseettss aarree rreeccooggnniisseedd//ddeerreeccooggnniisseedd oonn tthhee ddaattee tthhee CCoommppaannyy ttrraaddeess tthhee iinnvveessttmmeennttss.. OOnn iinniittiiaall rreeccooggnniittiioonn
iinnvveessttmmeennttss aarree mmeeaassuurreedd aatt ffaaiirr vvaalluuee aanndd ccllaassssiiffiieedd aass ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss wwiitthh aannyy ssuubbsseeqquueenntt ggaaiinn oorr lloossss,, iinncclluuddiinngg aannyy ggaaiinn
oorr lloossss aarriissiinngg ffrroomm aa cchhaannggee iinn eexxcchhaannggee rraatteess,, rreeccooggnniisseedd iinn tthhee SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee..
FFiinnaanncciiaall aasssseettss hheelldd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss aarree vvaalluueedd iinn aaccccoorrddaannccee wwiitthh tthhee ppoolliicciieess ddeessccrriibbeedd iinn tthhee ccrriittiiccaall aaccccoouunnttiinngg
eessttiimmaatteess aanndd jjuuddggeemmeennttss sseeccttiioonn aabboovvee..
FFiinnaanncciiaall aasssseettss aallssoo iinncclluuddee tthhee CCoommppaannyy’’ss ccaasshh aanndd ccaasshh eeqquuiivvaalleennttss ((ccoommpprriissiinngg ooff ccaasshh hheelldd iinn ccuurrrreenntt aaccccoouunnttss aanndd oovveerrddrraafftt bbaallaanncceess))
aanndd ddeebbttoorrss aanndd ootthheerr rreecceeiivvaabblleess wwhhiicchh aarree hheelldd aatt aammoorrttiisseedd ccoosstt..

((cc)) IInnccoommee
DDiivviiddeennddss rreecceeiivvaabbllee oonn eeqquuiittyy sshhaarreess ((iinncclluuddiinngg pprreeffeerreennccee sshhaarreess)) aarree rreeccooggnniisseedd aass iinnccoommee oonn tthhee ddaattee tthhaatt tthhee rreellaatteedd iinnvveessttmmeennttss aarree
mmaarrkkeedd eexx--ddiivviiddeenndd.. DDiivviiddeennddss rreecceeiivvaabbllee oonn eeqquuiittyy sshhaarreess wwhheerree nnoo eexx--ddiivviiddeenndd ddaattee iiss qquuootteedd aarree rreeccooggnniisseedd aass iinnccoommee wwhheenn tthhee
CCoommppaannyy’’ss rriigghhtt ttoo rreecceeiivvee ppaayymmeenntt iiss eessttaabblliisshheedd..

DDiivviiddeennddss ffrroomm oovveerrsseeaass ccoommppaanniieess aarree sshhoowwnn ggrroossss ooff aannyy nnoonn--rreeccoovveerraabbllee wwiitthhhhoollddiinngg ttaaxxeess wwhhiicchh aarree ddiisscclloosseedd sseeppaarraatteellyy iinn tthhee
SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee..

FFiixxeedd rreettuurrnnss oonn nnoonn--eeqquuiittyy sshhaarreess aanndd ddeebbtt sseeccuurriittiieess ((iinncclluuddiinngg pprreeffeerreennccee sshhaarreess)) aarree rreeccooggnniisseedd oonn aa ttiimmee aappppoorrttiioonneedd bbaassiiss ssoo aass ttoo
rreefflleecctt tthhee eeffffeeccttiivvee iinntteerreesstt rraattee oonn tthhoossee iinnssttrruummeennttss.. OOtthheerr rreettuurrnnss oonn nnoonn--eeqquuiittyy sshhaarreess aarree rreeccooggnniisseedd wwhheenn tthhee rriigghhtt ttoo tthhee rreettuurrnn iiss
eessttaabblliisshheedd..

IInnccoommee ffrroomm ddeeppoossiitt iinntteerreesstt iiss rreeccooggnniisseedd oonn aann aaccccrruuaallss bbaassiiss..

WWhheerree tthhee CCoommppaannyy hhaass eelleecctteedd ttoo rreecceeiivvee iittss ddiivviiddeennddss iinn tthhee ffoorrmm ooff aaddddiittiioonnaall sshhaarreess rraatthheerr tthhaann ccaasshh,, aann aammoouunntt eeqquuaall ttoo tthhee ccaasshh
ddiivviiddeenndd iiss rreeccooggnniisseedd aass iinnccoommee.. AAnnyy eexxcceessss iinn tthhee vvaalluuee ooff tthhee sshhaarreess rreecceeiivveedd oovveerr tthhee aammoouunntt ooff tthhee ccaasshh ddiivviiddeenndd iiss rreeccooggnniisseedd iinn tthhee
ccaappiittaall rreesseerrvvee..

((dd)) EExxppeennsseess,, iinncclluuddiinngg ffiinnaannccee cchhaarrggeess
AAllll eexxppeennsseess aarree aaccccoouunntteedd ffoorr oonn aann aaccccrruuaallss bbaassiiss.. EExxppeennsseess aarree cchhaarrggeedd tthhrroouugghh tthhee rreevveennuuee aaccccoouunntt eexxcceepptt aass ffoolllloowwss::

–– eexxppeennsseess wwhhiicchh aarree iinncciiddeennttaall ttoo tthhee aaccqquuiissiittiioonn ooff aann iinnvveessttmmeenntt aarree cchhaarrggeedd ttoo tthhee ccaappiittaall rreesseerrvvee..
–– eexxppeennsseess wwhhiicchh aarree iinncciiddeennttaall ttoo tthhee ddiissppoossaall ooff aann iinnvveessttmmeenntt cchhaarrggeedd ttoo tthhee ccaappiittaall rreesseerrvvee;;
–– tthhee CCoommppaannyy cchhaarrggeess 2255%% ooff iinnvveessttmmeenntt mmaannaaggeemmeenntt ffeeeess aanndd iinntteerreesstt ccoossttss ttoo ccaappiittaall,, iinn lliinnee wwiitthh tthhee BBooaarrdd’’ss eexxppeecctteedd lloonngg tteerrmm

rreettuurrnn iinn tthhee ffoorrmm ooff ccaappiittaall ggaaiinnss aanndd iinnccoommee rreessppeeccttiivveellyy ffrroomm tthhee iinnvveessttmmeenntt ppoorrttffoolliioo ooff tthhee CCoommppaannyy.. FFoorr ffuurrtthheerr ddeettaaiillss rreeffeerr ttoo
nnootteess 33 aanndd 55;; aanndd

–– eexxppeennsseess iinnccuurrrreedd iinn ccoonnnneeccttiioonn wwiitthh tthhee mmaaiinntteennaannccee oorr eennhhaanncceemmeenntt ooff tthhee vvaalluuee ooff tthhee iinnvveessttmmeennttss oorr ffoorr tthhee lloonngg tteerrmm bbeenneeffiitt ooff
tthhee CCoommppaannyy aarree cchhaarrggeedd ttoo ccaappiittaall..

((ee)) FFoorreeiiggnn ccuurrrreenncciieess
TTrraannssaaccttiioonnss ddeennoommiinnaatteedd iinn ffoorreeiiggnn ccuurrrreenncciieess aarree rreeccoorrddeedd iinn tthhee ffuunnccttiioonnaall ccuurrrreennccyy aatt aaccttuuaall eexxcchhaannggee rraatteess aatt tthhee ddaattee ooff tthhee
ttrraannssaaccttiioonn.. MMoonneettaarryy aasssseettss aanndd lliiaabbiilliittiieess ddeennoommiinnaatteedd iinn ffoorreeiiggnn ccuurrrreenncciieess aatt tthhee ppeerriioodd eenndd aarree rreeppoorrtteedd iinn sstteerrlliinngg aatt tthhee rraatteess ooff
eexxcchhaannggee pprreevvaaiilliinngg aatt tthhee ppeerriioodd eenndd.. AAnnyy ggaaiinn oorr lloossss aarriissiinngg ffrroomm aa cchhaannggee iinn eexxcchhaannggee rraatteess ssuubbsseeqquueenntt ttoo tthhee ddaattee ooff aa ttrraannssaaccttiioonn iiss
iinncclluuddeedd aass aann eexxcchhaannggee ggaaiinn oorr lloossss iinn tthhee SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee..

((ff)) BBaannkk llooaann
IInntteerreesstt bbeeaarriinngg bbaannkk llooaannss aarree rreeccoorrddeedd aatt aammoorrttiisseedd ccoosstt..

((gg)) RReesseerrvveess
((aa)) CCaappiittaall rreesseerrvvee.. FFoolllloowwiinngg aa cchhaannggee iinn JJeerrsseeyy CCoommppaannyy llaaww eeffffeeccttiivvee 2277 JJuunnee 22000088,, ddiivviiddeennddss ccaann bbee ppaaiidd oouutt ooff aannyy ccaappiittaall aaccccoouunntt ooff tthhee

CCoommppaannyy ssuubbjjeecctt ttoo cceerrttaaiinn ssoollvveennccyy rreessttrriiccttiioonnss.. IItt iiss tthhee CCoommppaannyy’’ss ppoolliiccyy hhoowweevveerr ttoo aaccccoouunntt ffoorr rreevveennuuee iitteemmss aanndd ppaayy ddiivviiddeennddss
tthhrroouugghh aa sseeppaarraattee rreevveennuuee rreesseerrvvee.. TThhee ffoolllloowwiinngg aarree aaccccoouunntteedd ffoorr iinn tthhee ccaappiittaall rreesseerrvvee::
–– ggaaiinnss aanndd lloosssseess oonn tthhee rreeaalliissaattiioonn ooff iinnvveessttmmeennttss;;
–– rreeaalliisseedd aanndd uunnrreeaalliisseedd eexxcchhaannggee ddiiffffeerreenncceess ooff aa ccaappiittaall nnaattuurree;;
–– eexxppeennsseess aanndd ffiinnaannccee ccoossttss cchhaarrggeedd iinn aaccccoorrddaannccee wwiitthh tthhee ppoolliicciieess aabboovvee;; aanndd
–– iinnccrreeaasseess aanndd ddeeccrreeaasseess iinn tthhee vvaalluuaattiioonn ooff iinnvveessttmmeennttss hheelldd aatt tthhee ppeerriioodd eenndd..

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD
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22 IInnccoommee

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                2020                                       22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             £’000                                    ££’’000000

IInnccoommee ffrroomm iinnvveessttmmeennttss*                                              *                                              

DDiivviiddeenndd iinnccoommee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2,668                                  11,,660044

IInntteerreesstt oonn ffiixxeedd iinntteerreesstt sseeccuurriittiieess††                                                                                                                                                                                                                                                                                                                                                                                                                                                             19,957                            1199,,442200

TToottaall iinnccoommee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          22,625                              2211,,002244

IInnccoommee ffrroomm iinnvveessttmmeennttss

LLiisstteedd//QQuuootteedd oonn aa rreeccooggnniisseedd iinnvveessttmmeenntt eexxcchhaannggee                                                                                                                                                                                                                                                                                                                                                                        21,657                              1199,,992299

QQuuootteedd vviiaa ddiirreecctt bbrrookkeerr qquuootteess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      968                                    11,,009955

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               22,625                              2211,,002244

**AAllll iinnvveessttmmeenntt iinnccoommee aarriisseess oonn iinnvveessttmmeennttss vvaalluueedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss..
††FFiixxeedd iinntteerreesstt sseeccuurriittiieess iinncclluuddee bbootthh ffiixxeedd aanndd ffllooaattiinngg rraattee sseeccuurriittiieess..

((bb)) SSppeecciiaall ddiissttrriibbuuttaabbllee rreesseerrvvee.. TThhiiss rreesseerrvvee iiss ttrreeaatteedd aass ddiissttrriibbuuttaabbllee pprrooffiittss aavvaaiillaabbllee ttoo bbee uusseedd ffoorr aallll ppuurrppoosseess ppeerrmmiitttteedd bbyy JJeerrsseeyy
ccoommppaannyy llaaww iinncclluuddiinngg tthhee bbuuyyiinngg bbaacckk ooff oorrddiinnaarryy sshhaarreess,, tthhee ppaayymmeenntt ooff ddiivviiddeennddss ((sseeee nnoottee 77)) aanndd tthhee ppaayymmeenntt ooff pprreelliimmiinnaarryy
eexxppeennsseess..

((cc)) RReevveennuuee rreesseerrvvee.. TThhee nneett pprrooffiitt//((lloossss)) aarriissiinngg iinn tthhee rreevveennuuee ccoolluummnn ooff tthhee iinnccoommee ssttaatteemmeenntt iiss aaddddeedd ttoo oorr ddeedduucctteedd ffrroomm tthhiiss rreesseerrvvee
aanndd iiss aavvaaiillaabbllee ffoorr ppaayyiinngg ddiivviiddeennddss..

((hh)) TTrreeaassuurryy sshhaarreess
WWhheenn tthhee CCoommppaannyy ppuurrcchhaasseess iittss oorrddiinnaarryy sshhaarreess ttoo bbee hheelldd iinn ttrreeaassuurryy,, tthhee aammoouunntt ooff tthhee ccoonnssiiddeerraattiioonn ppaaiidd,, wwhhiicchh iinncclluuddeess ddiirreeccttllyy
aattttrriibbuuttaabbllee ccoossttss iiss rreeccooggnniisseedd aass aa ddeedduuccttiioonn ffrroomm tthhee ssttaatteedd ccaappiittaall aaccccoouunntt.. WWhheenn tthheessee sshhaarreess aarree ssoolldd ssuubbsseeqquueennttllyy,, tthhee aammoouunntt
rreecceeiivveedd iiss rreeccooggnniisseedd aass aann iinnccrreeaassee iinn eeqquuiittyy,, aanndd tthhee rreessuullttiinngg ssuurrpplluuss oorr ddeeffiicciitt oonn tthhee ttrraannssaaccttiioonn iiss ttrraannssffeerrrreedd ttoo oorr ffrroomm tthhee ssttaatteedd
ccaappiittaall aaccccoouunntt..

((ii)) SSeeggmmeennttaall iinnffoorrmmaattiioonn
NNoo sseeggmmeenntteedd rreeppoorrttiinngg iiss pprroovviiddeedd aass tthhee DDiirreeccttoorrss,, aass tthhee CChhiieeff OOppeerraattoorr DDeecciissiioonn MMaakkeerr ((wwiitthh aaddvviiccee ffrroomm tthhee IInnvveessttmmeenntt MMaannaaggeerr)),, aarree
ooff tthhee ooppiinniioonn tthhaatt tthhee CCoommppaannyy iiss eennggaaggeedd iinn aa ssiinnggllee sseeggmmeenntt ooff bbuussiinneessss ooff iinnvveessttiinngg iinn ddeebbtt aanndd,, ttoo aa ssiiggnniiffiiccaannttllyy lleesssseerr eexxtteenntt,, eeqquuiittyy
sseeccuurriittiieess..

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200

33 IInnvveessttmmeenntt MMaannaaggeemmeenntt FFeeee

                                                                                                                                                                                                                                                                                                                                                                           2020             2020            2020                                                                                    22001199                             22001199                           22001199
                                                                                                                                                                                                                                                                                                                                                   Revenue        Capital           Total                                                             RReevveennuuee                   CCaappiittaall                         TToottaall
                                                                                                                                                                                                                                                                                                                                                                     £’000           £’000          £’000                                                                            ££’’000000                        ££’’000000                       ££’’000000

IInnvveessttmmeenntt mmaannaaggeemmeenntt ffeeee                                                                                                                                                                                                 1,477                492           1,969                                                                                 11,,449900                                 449966                        11,,998866

PPrreevviioouussllyy uunnddeerr tthhee tteerrmmss ooff aann iinnvveessttmmeenntt aaddvviissoorryy aaggrreeeemmeenntt ddaatteedd 2222 JJuullyy 22001144 aanndd aa nnoovvaattiioonn aaggrreeeemmeenntt ddaatteedd 11 OOccttoobbeerr 22001155,, tthhee
CCoommppaannyy hhaadd aappppooiinntteedd CCQQSS CCaayymmaann LLiimmiitteedd PPaarrttnneerrsshhiipp aass iittss IInnvveessttmmeenntt MMaannaaggeerr aanndd CCQQSS CCaayymmaann LLiimmiitteedd PPaarrttnneerrsshhiipp hhaadd,, wwiitthh tthhee
aaggrreeeemmeenntt ooff tthhee BBooaarrdd,, ddeelleeggaatteedd tthhaatt ffuunnccttiioonn ttoo CCQQSS ((UUKK)) LLLLPP..

TThhee CCoommppaannyy hhaass,, wwiitthh eeffffeecctt ffrroomm 1188 SSeepptteemmbbeerr 22001199,, eenntteerreedd iinnttoo aa nneeww IInnvveessttmmeenntt MMaannaaggeemmeenntt AAggrreeeemmeenntt ttoo aappppooiinntt CCQQSS ((UUKK)) LLLLPP aass
iittss IInnvveessttmmeenntt MMaannaaggeerr aanndd tthhee pprreevviioouuss iinnvveessttmmeenntt aaddvviissoorryy aaggrreeeemmeenntt wwiitthh CCQQSS CCaayymmaann LLiimmiitteedd ppaarrttnneerrsshhiipp hhaass bbeeeenn tteerrmmiinnaatteedd..

TThhee mmaannaaggeemmeenntt ffeeee hhaass pprreevviioouussllyy bbeeeenn cchhaarrggeedd aatt aa rraattee ooff 00..8800%% ppeerr aannnnuumm oonn tthhee CCoommppaannyy''ss ttoottaall aasssseettss ((lleessss ccuurrrreenntt lliiaabbiilliittiieess ootthheerr
tthhaann bbaannkk bboorrrroowwiinnggss)),, ppaaiidd mmoonntthhllyy iinn aarrrreeaarrss,, uupp ttoo ££220000 mmiilllliioonn aanndd 00..7700%% ppeerr aannnnuumm tthheerreeaafftteerr..rr.rr

WWiitthh eeffffeecctt ffrroomm 1188 SSeepptteemmbbeerr 22001199,, tthhee mmaannaaggeemmeenntt ffeeee wwaass aammeennddeedd ttoo bbeeiinngg cchhaarrggeedd aatt aa rraattee ooff 00..8800%% ppeerr aannnnuumm oonn tthhee CCoommppaannyy''ss
ttoottaall aasssseettss ((bbeeiinngg ttoottaall aasssseettss lleessss ccuurrrreenntt lliiaabbiilliittiieess ((ootthheerr tthhaann bbaannkk bboorrrroowwiinnggss aanndd iiggnnoorriinngg aannyy ttaaxxaattiioonn wwhhiicchh iiss oorr mmaayy bbee ppaayyaabbllee bbyy
tthhee CCoommppaannyy)))) uupp ttoo ££220000 mmiilllliioonn,, 00..7700%% ppeerr aannnnuumm ooff AAsssseettss iinn eexxcceessss ooff ££220000 mmiilllliioonn aanndd uupp ttoo aanndd iinncclluuddiinngg ££330000 mmiilllliioonn aanndd 00..6600%% ppeerr
aannnnuumm tthheerreeaafftteerr..rr.rr TThhee ppaayymmeenntt ooff tthhee mmaannaaggeemmeenntt ffeeee mmoonntthhllyy iinn aarrrreeaarrss rreemmaaiinnss uunncchhaannggeedd..
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TThhee ccoonnttrraacctt bbeettwweeeenn tthhee CCoommppaannyy aanndd CCQQSS ((UUKK)) LLLLPP mmaayy bbee tteerrmmiinnaatteedd bbyy eeiitthheerr ppaarrttyy ggiivviinngg nnoott lleessss tthhaann 1122 mmoonntthhss’’ nnoottiiccee ooff tteerrmmiinnaattiioonn..

DDuurriinngg tthhee yyeeaarr eennddeedd 3300 JJuunnee 22002200,, iinnvveessttmmeenntt mmaannaaggeemmeenntt ffeeeess ooff ££11,,996699,,000000 wweerree iinnccuurrrreedd ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: ££11,,998866,,000000)),, ooff
wwhhiicchh ££660022,,000000 wwaass ppaayyaabbllee aatt tthhee ppeerriioodd eenndd ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: ££116655,,000000)).. IInnvveessttmmeenntt mmaannaaggeemmeenntt ffeeeess hhaavvee bbeeeenn aallllooccaatteedd 7755%%
ttoo rreevveennuuee aanndd 2255%% ttoo ccaappiittaall..

44 OOtthheerr EExxppeennsseess

                                                                                                                                                                                                                                                                                                                                                                           2020             2020            2020                                                                               22001199                              22001199                            22001199
                                                                                                                                                                                                                                                                                                                                                   Revenue        Capital           Total                                                         RReevveennuuee                   CCaappiittaall                         TToottaall
                                                                                                                                                                                                                                                                                                                                                                     £’000           £’000          £’000                                                                           ££’’000000                         ££’’000000                         ££’’000000

SSeeccrreettaarriiaall aanndd aaddmmiinniissttrraattiioonn ffeeeess                                                                                                                                              202                    –              202                                                                                  116688                     –                                     –                116688

DDiirreeccttoorrss’’ ffeeeess                                                                                                                                                                                                                                                                                     157                    –              157                                                                                  115588                     –                                     –                115588

AAuuddiittoorrss’’ rreemmuunneerraattiioonn ffoorr::                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             

–– aauuddiitt sseerrvviicceess                                                                                                                                                                                                                                                                            45                    –                45                                                                                        3366                     –                                       –                  3366

BBrrookkeerr ffeeeess                                                                                                                                                                                                                                                                                                            29                    –                29                                                                                        3399                     –                                       –                  3399

PPrriinnttiinngg                                                                                                                                                                                                                                                                                                                               10                    –                10                                                                                        1166                     –                                       –                  1166

BBaannkk aanndd ccuussttooddyy cchhaarrggeess                                                                                                                                                                                                                              56                    –                56                                                                                        5533                     –                                       –                  5533

RReeggiissttrraarrss’’ ffeeeess                                                                                                                                                                                                                                                                                     34                    –                34                                                                                        3311                     –                                       –                  3311

DDeeppoossiittaarryy ffeeeess                                                                                                                                                                                                                                                                                       52                    –                52                                                                                        5500                     –                                       –                  5500

LLeeggaall && pprrooffeessssiioonnaall ffeeeess                                                                                                                                                                                                                                  71                    –                71                                                                                        6622                     –                                       –                  6622

OOtthheerr                                                                                                                                                                                                                                                                                                                                        89                  40              129                                                                                     110033                                      9999                                220022

                                                                                                                                                                                                                                                                                                                                                                  745                  40              785                                                                                     771166                                      9999                                881155

SSeeccrreettaarriiaall aanndd aaddmmiinniissttrraattiioonn ffeeeess

UUnnttiill tthhee 2277 NNoovveemmbbeerr 22001199,, RR&&HH FFuunndd SSeerrvviicceess ((JJeerrsseeyy)) LLiimmiitteedd pprroovviiddeedd ccoommppaannyy sseeccrreettaarriiaall aanndd aaddmmiinniissttrraattiioonn sseerrvviicceess ttoo tthhee CCoommppaannyy
wwiitthh cceerrttaaiinn eelleemmeennttss ooff tthhee CCoommppaannyy''ss aaddmmiinniissttrraattiioonn bbeeiinngg ddeelleeggaatteedd bbyy RR&&HH FFuunndd SSeerrvviicceess ((JJeerrsseeyy)) LLiimmiitteedd ttoo MMaaiittllaanndd AAddmmiinniissttrraattiioonn
SSeerrvviicceess ((SSccoottllaanndd)) LLiimmiitteedd..

WWiitthh eeffffeecctt ffrroomm 2288 NNoovveemmbbeerr 22001199,, BBNNPP PPaarriibbaass SSeeccuurriittiieess SSeerrvviicceess SS..CC..AA..,, JJeerrsseeyy BBrraanncchh ((""BBNNPPPP"")) wweerree aappppooiinntteedd aass tthhee CCoommppaannyy
SSeeccrreettaarryy aanndd AAddmmiinniissttrraattoorr iinn ppllaaccee ooff RR&&HH FFuunndd SSeerrvviicceess ((JJeerrsseeyy)) LLiimmiitteedd aanndd MMaaiittllaanndd AAddmmiinniissttrraattiioonn SSeerrvviicceess ((SSccoottllaanndd)) LLiimmiitteedd;; aanndd
aappppooiinntteedd aass tthhee CCoommppaannyy''ss ccuussttooddiiaann,, bbaannkkeerrss aanndd ddeeppoossiittaarryy iinn ppllaaccee ooff HHSSBBCC BBaannkk PPLLCC..

SSeeccrreettaarriiaall aanndd aaddmmiinniissttrraattiioonn ffeeeess wweerree ££220022,,000000 dduurriinngg tthhee yyeeaarr eennddeedd 3300 JJuunnee 22002200 ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: ££116688,,000000)).. DDuurriinngg tthhee yyeeaarr
eennddeedd 3300 JJuunnee 22002200,, aa oonnee--ooffff sseett--uupp ffeeee ooff ££2200,,000000 wwaass iinnccuurrrreedd ffoorr cchhaannggiinngg tthhee aaddmmiinniissttrraattoorr,, ccoommppaannyy sseeccrreettaarryy aanndd ccuussttooddiiaann..

DDiirreeccttoorrss'' ffeeeess

OOnn 2222 MMaayy 22001199,, tthhee BBooaarrdd aapppprroovveedd aann iinnccrreeaasseedd lleevveell ooff rreemmuunneerraattiioonn ffoorr tthhee DDiirreeccttoorrss wwiitthh eeffffeecctt ffrroomm 11 JJuullyy 22001199 wwiitthh aann aannnnuuaall eeffffeecctt
ooff ££115577,,000000 aass ffoolllloowwss::

CChhaaiirr ££4400,,000000
AAuuddiitt CChhaaiirr ££3344,,000000
OOtthheerr ££2277,,550000

FFuurrtthheerr ddeettaaiillss aarree pprroovviiddeedd iinn tthhee DDiirreeccttoorrss’’ RReemmuunneerraattiioonn RReeppoorrtt oonn ppaaggee 2299..

NNoo ppeennssiioonn ccoonnttrriibbuuttiioonnss wweerree ppaayyaabbllee iinn rreessppeecctt ooff aannyy ooff tthhee DDiirreeccttoorrss aanndd tthhee CCoommppaannyy ddooeess nnoott hhaavvee aannyy eemmppllooyyeeeess..

NNoonn--aauuddiitt ffeeeess ppaaiidd ttoo tthhee aauuddiittoorr

TThheerree wweerree nnoo nnoonn--aauuddiitt ffeeeess ppaaiidd ttoo tthhee aauuddiittoorr dduurriinngg tthhee yyeeaarr eennddeedd 3300 JJuunnee 22002200 ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: ££nniill))..

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD

191531_NCityAR20 Txt PRINT.qxp_191531_NCityAR20 Txt V5  22/10/2020  14:39  Page 41



66 TTaaTTaTT xxaattiioonn
TThhee ttaaxxaattiioonn cchhaarrggee ffoorr tthhee yyeeaarr iiss ccoommpprriisseedd ooff::

                                                                                                                                                                                                                                                                                                                                                                           2020             2020             2020                                                                      22001199                             22001199                                22001199
                                                                                                                                                                                                                                                                                                                                                   Revenue        Capital            Total                                                RReevveennuuee                   CCaappiittaall                             TToottaall
                                                                                                                                                                                                                                                                                                                                                                     £’000           £’000            £’000                                                                  ££’’000000                         ££’’000000                           ££’’000000

IIrrrreeccoovveerraabbllee wwiitthhhhoollddiinngg ttaaxx ssuuffffeerreedd                                                                                                                                                         331                    –                331                                                                                    7766                     –                                        –                    7766

TThhee ttaaxxaattiioonn oonn pprrooffiitt ddiiffffeerrss ffrroomm tthhee tthheeoorreettiiccaall eexxppeennssee tthhaatt wwoouulldd aappppllyy oonn tthhee CCoommppaannyy’’ss pprrooffiitt bbeeffoorree ttaaxxaattiioonn uussiinngg tthhee aapppplliiccaabbllee ttaaxx
rraattee iinn JJeerrsseeyy ooff 00%% ((22001199:: 00%%)) aass ffoolllloowwss::

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2020                                                   22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                              ££’’000000

((LLoossss))//pprrooffiitt oonn oorrddiinnaarryy aaccttiivviittiieess bbeeffoorree ttaaxxaattiioonn                                                                                                                                                                                                                                                                                                                                                                         (14,169)                                           77,,664455

TThheeoorreettiiccaall ttaaxx eexxppeennssee aatt 00%% ((22001199:: 00%%))                                                                                                                                                                                                                                                                                                                                                                                                                                                 –                       –                       –                       –
EEffffeeccttss ooff::

FFoorreeiiggnn wwiitthhhhoollddiinngg ttaaxx                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         331                                                             7766

CCuurrrreenntt yyeeaarr rreevveennuuee ttaaxx cchhaarrggee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       331                                                             7766

77 DDiivviiddeennddss
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2020                                                   22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               Revenue                            RReevveennuuee
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                              ££’’000000

AAmmoouunnttss rreeccooggnniisseedd aass ddiissttrriibbuuttiioonnss ttoo eeqquuiittyy hhoollddeerrss iinn tthhee yyeeaarr::
DDiivviiddeennddss iinn rreessppeecctt ooff tthhee yyeeaarr eennddeedd 3300 JJuunnee 22001199
–– FFoouurrtthh iinntteerriimm ooff 11..4455pp ((22001188:: 11..4455pp)) ppeerr oorrddiinnaarryy sshhaarree                                                                                                                                                                                                                                                                     6,125                                                55,,881144
      DDiivviiddeennddss iinn rreessppeecctt ooff tthhee yyeeaarr eennddeedd 3300 JJuunnee 22002200
–– FFiirrsstt iinntteerriimm ooff 11..0000pp ((22001199:: 11..0000pp)) ppeerr oorrddiinnaarryy sshhaarree                                                                                                                                                                                                                                                                                                                              4,256                                                44,,004455
–– SSeeccoonndd iinntteerriimm ooff 11..0000pp ((22001199:: 11..0000pp)) ppeerr oorrddiinnaarryy sshhaarree                                                                                                                                                                                                                                                                                                             4,276                                                44,,006655
–– TThhiirrdd iinntteerriimm ooff 11..0000pp ((22001199:: 11..0000pp)) ppeerr oorrddiinnaarryy sshhaarree                                                                                                                                                                                                                                                                                                                           4,321                                                44,,116699

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   18,978                                        1188,,009933

AA ffoouurrtthh iinntteerriimm ddiivviiddeenndd iinn rreessppeecctt ooff tthhee yyeeaarr eennddiinngg 3300 JJuunnee 22002200 ooff 11..4466pp ppeerr oorrddiinnaarryy sshhaarree wwaass ppaaiidd oonn 2288 AAuugguusstt 22002200 ttoo sshhaarreehhoollddeerrss
oonn tthhee rreeggiisstteerr oonn 2244 JJuullyy 22002200,, hhaavviinngg aann eexx--ddiivviiddeenndd ddaattee ooff 2233 JJuullyy 22002200..

IInn aaccccoorrddaannccee wwiitthh IIFFRRSS,, ddiivviiddeennddss ppaaiidd ttoo tthhee CCoommppaannyy’’ss sshhaarreehhoollddeerrss aarree rreeccooggnniisseedd wwhheenn tthheeyy bbeeccoommee ppaayyaabbllee oonn tthhee eexx--ddiivviiddeenndd ddaattee,,
ccoonnsseeqquueennttllyy tthhee ffoouurrtthh iinntteerriimm ddiivviiddeenndd hhaass nnoott bbeeeenn iinncclluuddeedd aass aa lliiaabbiilliittyy iinn tthheessee ffiinnaanncciiaall ssttaatteemmeennttss aanndd wwiillll bbee rreeccooggnniisseedd iinn tthhee ppeerriioodd
iinn wwhhiicchh iitt iiss ppaaiidd..
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55 IInntteerreesstt eexxppeennssee

                                                                                                                                                                                                                                                                                                                                                                           2020             2020            2020                                                                            22001199                              22001199                             22001199
                                                                                                                                                                                                                                                                                                                                                   Revenue        Capital           Total                                                       RReevveennuuee                   CCaappiittaall                           TToottaall
                                                                                                                                                                                                                                                                                                                                                                     £’000           £’000          £’000                                                                         ££’’000000                         ££’’000000                         ££’’000000

IInntteerreesstt eexxppeennssee                                                                                                                                                                                                                                                                           418                139              557                                                                                 339900                                  113311                                 552211

IInntteerreesstt eexxppeennssee aanndd ssiimmiillaarr cchhaarrggeess hhaass bbeeeenn aallllooccaatteedd 2255%% ttoo ccaappiittaall aanndd 7755%% ttoo rreevveennuuee aass eexxppllaaiinneedd iinn nnoottee 11((dd))..

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200
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88 BBaassiicc aanndd ddiilluutteedd eeaarrnniinnggss ppeerr OOrrddiinnaarryyrryrr SShhaarree
                                                                                                                                                                                                                                                                                                                                                                           2020             2020             2020                                                                     22001199                             22001199                                 22001199
                                                                                                                                                                                                                                                                                                                                                   Revenue        Capital            Total                                              RReevveennuuee                   CCaappiittaall                               TToottaall
                                                                                                                                                                                                                                                                                                                                                                  pence           pence           pence                                                             ppeennccee                         ppeennccee                            ppeennccee

BBaassiicc aanndd ddiilluutteedd eeaarrnniinnggss ppeerr oorrddiinnaarryy sshhaarree                                                                                                    4.59p          (7.98)p             (3.39)p                                                      44..4499pp                            ((22..6644))pp                       11..8855pp

TThhee rreevveennuuee eeaarrnniinnggss ppeerr oorrddiinnaarryy sshhaarree iiss bbaasseedd oonn tthhee nneett pprrooffiitt aafftteerr ttaaxxaattiioonn ooff ££1199,,666666,,000000 ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: ££1188,,336633,,000000)) aanndd
tthhee ccaappiittaall rreettuurrnn ppeerr oorrddiinnaarryy sshhaarree iiss bbaasseedd oonn aa nneett ccaappiittaall lloossss ooff ££3344,,116666,,000000 ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: aa nneett ccaappiittaall lloossss ooff ££1100,,779944,,000000))..
BBootthh tthhee rreevveennuuee aanndd ccaappiittaall eeaarrnniinnggss ppeerr sshhaarree iiss bbaasseedd oonn aa wweeiigghhtteedd aavveerraaggee ooff 442288,,000022,,995511 ((yyeeaarr eennddeedd 3300 JJuunnee 22001199:: 440088,,889955,,000088))
oorrddiinnaarryy sshhaarreess iinn iissssuuee tthhrroouugghhoouutt tthhee yyeeaarr..rr.rr

TToottaall eeaarrnniinnggss ppeerr sshhaarree rreefflleeccttss bbootthh rreevveennuuee eeaarrnniinnggss aanndd ccaappiittaall rreettuurrnnss ppeerr oorrddiinnaarryy sshhaarree.. TThhee CCoommppaannyy hhaass nnoott iissssuueedd aannyy iinnssttrruummeennttss
tthhaatt ccoouulldd ppootteennttiiaallllyy ddiilluuttee bbaassiicc eeaarrnniinnggss ppeerr sshhaarree iinn tthhee ffuuttuurree.. TThheerreeffoorree,, tthhee CCoommppaannyy’’ss bbaassiicc eeaarrnniinnggss ppeerr sshhaarree iiss eeqquuiivvaalleenntt ttoo iittss
ddiilluutteedd eeaarrnniinnggss ppeerr sshhaarree..

TThheerree hhaavvee bbeeeenn nnoo ttrraannssaaccttiioonnss iinnvvoollvviinngg tthhee CCoommppaannyy''ss oorrddiinnaarryy sshhaarreess bbeettwweeeenn 3300 JJuunnee 22002200 aanndd 1177 SSeepptteemmbbeerr 22002200 ootthheerr tthhaann tthhoossee
ddiisscclloosseedd iinn nnoottee 2244,, wwhhiicchh wweerree iissssuueedd aatt aa pprreemmiiuumm ttoo tthhee 3300 JJuunnee 22002200 NNAAVVAAVAA ..
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99 FFiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss

AAllll ffiinnaanncciiaall aasssseettss aarree vvaalluueedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss.. GGaaiinnss oorr lloosssseess aarriissiinngg ffrroomm cchhaannggeess iinn tthhee ffaaiirr vvaalluuee ooff iinnvveessttmmeennttss aarree
iinncclluuddeedd iinn tthhee SSttaatteemmeenntt ooff CCoommpprreehheennssiivvee IInnccoommee..
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    2020                                                   22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                              ££’’000000

LLiisstteedd//QQuuootteedd oonn aa rreeccooggnniisseedd iinnvveessttmmeenntt eexxcchhaannggee                                                                                                                                                                                                                                                                                                                                                      221,877                                  224422,,664444
QQuuootteedd vviiaa ddiirreecctt bbrrookkeerr qquuootteess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  8,864                                        1100,,339900

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             230,741                                  225533,,003344

EEqquuiittyy sshhaarreess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           31,409                                        3333,,772255
FFiixxeedd iinnccoommee sseeccuurriittiieess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             188,849                                  220066,,887733
CCoonnvveerrttiibbllee bboonnddss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   10,483                                        1122,,443366

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             230,741                                  225533,,003344

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2020                                                   22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                              ££’’000000

OOppeenniinngg vvaalluuaattiioonn                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           253,034                                 225533,,008811

PPuurrcchhaasseess aatt ccoosstt                                                                                                                                                                                                                                                                                                                                                                             88,696                                       5500,,779999
SSaalleess pprroocceeeeddss                                                                                                                                                                                                                                                                                                                                                                   (77,753)                               ((4411,,111155))
RReeaalliisseedd lloosssseess oonn ssaalleess                                                                                                                                                                                                                                                                                                                                   (2,766)                                     ((77,,000011))
EEffffeeccttiivvee iinntteerreesstt aaddjjuussttmmeenntt                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          162                                                       446644
UUnnrreeaalliisseedd lloosssseess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 (30,632)                                       ((33,,119944))

CClloossiinngg vvaalluuaattiioonn                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 230,741                                 225533,,003344

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2020                                                 22001199
LLoosssseess oonn iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                             ££’’000000

RReeaalliisseedd lloosssseess11                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               (2,766)                                     ((77,,000011))
UUnnrreeaalliisseedd lloosssseess22                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           (30,632)                                       ((33,,119944))

LLoosssseess oonn iinnvveessttmmeennttss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     (33,398)                                 ((1100,,119955))

11 RReeaalliisseedd lloosssseess oonn ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss iiss mmaaddee uupp ooff ggaaiinnss ooff ££33,,662200,,000000 aanndd lloosssseess ooff ££66,,338866,,000000..
22 UUnnrreeaalliisseedd lloosssseess oonn ffiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss iiss mmaaddee uupp ooff ggaaiinnss ooff ££99,,556644,,000000 aanndd lloosssseess ooff ££4400,,119966,,000000..

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD
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1111 BBaannkk LLooaann FFaacciilliittyy
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       2020                                              22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    £’000                                           ££’’000000

BBaannkk llooaann ffaacciilliittyy-- ooppeenniinngg bbaallaannccee                                                                                                                                                                                                                                                                                                                                                                                                                                                            28,000                                    2288,,000000

DDrraawwddoowwnnss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              3,000                      0                     0                     0

BBaannkk llooaann ffaacciilliittyy –– cclloossiinngg bbaallaannccee                                                                                                                                                                                                                                                                                                                                                                                                                                                            31,000                                    2288,,000000

TThhee CCoommppaannyy hhaass aa sshhoorrtt tteerrmm uunnsseeccuurreedd llooaann ffaacciilliittyy wwiitthh SSccoottiiaabbaannkk EEuurrooppee PPllcc ((““SSccoottiiaabbaannkk””)).. AAss aatt tthhee yyeeaarr eenndd tthhee uunnsseeccuurreedd llooaann
ffaacciilliittyy hhaadd aa lliimmiitt ooff ££3355 mmiilllliioonn ooff wwhhiicchh ££3311 mmiilllliioonn wwaass ddrraawwnn ddoowwnn aatt tthhee yyeeaarr--eenndd aatt aann iinntteerreesstt rraattee ooff 11..2255883388%%..

TThhee ccuurrrreenntt llooaann ffaacciilliittyy wwaass rreenneewweedd oonn 1188 DDeecceemmbbeerr 22001188 oonn tthhee ssaammee tteerrmmss aass aapppplliieedd ttoo tthhee pprreevviioouuss ffaacciilliittyy.. DDuurriinngg tthhee yyeeaarr tthhee
ccoovveennaannttss ooff tthhee llooaann ffaacciilliittyy hhaavvee bbeeeenn mmeeeett.. TThhee ffoolllloowwiinngg aarree tthhee ccoovveennaannttss ffoorr tthhee ffaacciilliittyy::
•• tthhee bboorrrroowweerr sshhaallll nnoott ppeerrmmiitt tthhee aaddjjuusstteedd aasssseett ccoovveerraaggee ttoo bbee lleessss tthhaann 44 ttoo 11
•• tthhee bboorrrroowweerr sshhaallll nnoott ppeerrmmiitt tthhee nneett aasssseett vvaalluuee ttoo bbee lleessss tthhaann ££9955,,000000,,000000 aatt aannyy ttiimmee
•• tthhee bboorrrroowweerr sshhaallll mmaaiinnttaaiinn aann aaddddiittiioonnaall aaddjjuusstteedd aasssseett ccoovveerraaggee ooff aatt lleeaasstt 11..55 ttoo 11 aatt aallll ttiimmeess
•• tthhee llooaann ffaacciilliittyy iiss rroolllleedd oovveerr eevveerryy tthhrreeee mmoonntthhss aanndd ccaann bbee ccaanncceelllleedd aatt aannyy ttiimmee

TThhee CCoommppaannyy’’ss eexxiissttiinngg llooaann ffaacciilliittyy aass ddeettaaiilleedd aabboovvee iiss dduuee ttoo eexxppiirree oonn 1188 DDeecceemmbbeerr 22002200 aafftteerr wwhhiicchh iitt iiss aannttiicciippaatteedd tthhee CCoommppaannyy wwiillll ttaakkee
oouutt aa nneeww ffaacciilliittyy oonn ccoommppaarraabbllee tteerrmmss..

TThhee bbaannkk llooaann ffaacciilliittyy iiss aa ffiinnaanncciiaall lliiaabbiilliittyy hheelldd aatt aammoorrttiisseedd ccoosstt..

1122 CCrreeddiittoorrss aanndd OOtthheerr PPaayyaabblleess
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       2020                                              22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    £’000                                           ££’’000000

AAmmoouunnttss dduuee ttoo bbrrookkeerrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            6,059                                           33,,663311
IInntteerreesstt oonn bbaannkk llooaann ffaacciilliittyy                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      13                                                          1166
OOtthheerr ccrreeddiittoorrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  725                                                    224477

                                                                                                                                                                                                                                                                                                                                                                                                                                                               6,797                                           33,,889944

Financial Statements NNootteess ttoo tthhee FFiinnaanncciiaall SSttaatteemmeennttss

1100 DDeebbttoorrss aanndd OOtthheerr RReecceeiivvaabblleess
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2020                                                 22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                             ££’’000000

AAmmoouunnttss dduuee ffrroomm bbrrookkeerrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         6,520                                             11,,996644
AAccccrruueedd iinnccoommee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   3,356                                             44,,118822
PPrreeppaayymmeennttss aanndd ootthheerr ddeebbttoorrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      6                       4                      4                      4

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         9,882                                             66,,115500

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200
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NNootteess ttoo tthhee FFiinnaanncciiaall SSttaatteemmeennttss Financial Statements

1144 RReesseerrvveess
TThhee ccaappiittaall ooff tthhee CCoommppaannyy iiss mmaannaaggeedd iinn aaccccoorrddaannccee wwiitthh iittss iinnvveessttmmeenntt ppoolliiccyy,, iinn ppuurrssuuiitt ooff iittss iinnvveessttmmeenntt oobbjjeeccttiivvee,, wwhhiicchh iiss ddeettaaiilleedd oonn
ppaaggee 1155..

OOnn 2244 MMaayy 22000077,, tthhee RRooyyaall CCoouurrtt ooff tthhee IIssllaanndd ooff JJeerrsseeyy ccoonnffiirrmmeedd tthhaatt tthhee aammoouunntt ssttaannddiinngg ttoo tthhee ccrreeddiitt ooff tthhee CCoommppaannyy’’ss ssttaatteedd ccaappiittaall
aaccccoouunntt bbee rreedduucceedd bbyy 7755%% aanndd wwaass uusseedd ttoo ccrreeaattee tthhee ssppeecciiaall ddiissttrriibbuuttaabbllee rreesseerrvvee iinn tthhee CCoommppaannyy’’ss aaccccoouunnttss.. TThhiiss rreesseerrvvee iiss ttrreeaatteedd aass
ddiissttrriibbuuttaabbllee pprrooffiittss aavvaaiillaabbllee ttoo bbee uusseedd ffoorr aallll ppuurrppoosseess ppeerrmmiitttteedd bbyy JJeerrsseeyy ccoommppaannyy llaaww iinncclluuddiinngg tthhee bbuuyyiinngg bbaacckk ooff oorrddiinnaarryy sshhaarreess,, tthhee
ppaayymmeenntt ooff ddiivviiddeennddss aanndd tthhee ppaayymmeenntt ooff pprreelliimmiinnaarryy eexxppeennsseess..

CCaappiittaall mmaannaaggeemmeenntt ppoolliicciieess aanndd pprroocceedduurreess

TThhee CCoommppaannyy’’ss ccaappiittaall mmaannaaggeemmeenntt oobbjjeeccttiivveess aarree::

–– ttoo eennssuurree tthhaatt tthhee CCoommppaannyy wwiillll bbee aabbllee ttoo ccoonnttiinnuuee aass aa ggooiinngg ccoonncceerrnn;; aanndd

–– ttoo mmaaxxiimmiissee tthhee ccaappiittaall rreettuurrnn ttoo iittss eeqquuiittyy sshhaarreehhoollddeerrss tthhrroouugghh aann aapppprroopprriiaattee bbaallaannccee ooff eeqquuiittyy ccaappiittaall aanndd ddeebbtt..

TThhee BBooaarrdd nnoorrmmaallllyy sseeeekkss ttoo lliimmiitt ggeeaarriinngg ttoo 2255%% ooff sshhaarreehhoollddeerrss’’ ffuunnddss aatt aannyy ggiivveenn ttiimmee.. TThhee BBooaarrdd mmoonniittoorrss aanndd rreevviieewwss tthhee bbrrooaadd
ssttrruuccttuurree ooff tthhee CCoommppaannyy’’ss ccaappiittaall oonn aann oonnggooiinngg bbaassiiss.. TThhiiss rreevviieeww iinncclluuddeess tthhee nnaattuurree aanndd ppllaannnneedd lleevveell ooff ggeeaarriinngg,, wwhhiicchh ttaakkeess aaccccoouunntt ooff
tthhee IInnvveessttmmeenntt MMaannaaggeerr’’ss vviieewwss oonn tthhee mmaarrkkeett,, aanndd tthhee eexxtteenntt ttoo wwhhiicchh rreevveennuuee iinn eexxcceessss ooff tthhaatt wwhhiicchh iiss rreeqquuiirreedd ttoo bbee ddiissttrriibbuutteedd sshhoouulldd
bbee rreettaaiinneedd.. TThhee CCoommppaannyy hhaass nnoo eexxtteerrnnaallllyy iimmppoosseedd ccaappiittaall rreeqquuiirreemmeennttss..

TThhee ccaappiittaall ooff tthhee CCoommppaannyy iiss mmaannaaggeedd iinn aaccccoorrddaannccee wwiitthh iittss iinnvveessttmmeenntt ppoolliiccyy ddeettaaiilleedd iinn tthhee SSttrraatteeggiicc RReevviieeww oonn ppaaggee 1155..

1133 SSttaatteedd CCaappiittaall AAccccoouunntt
AAuutthhoorriisseedd
TThhee aauutthhoorriisseedd sshhaarree ccaappiittaall ooff tthhee CCoommppaannyy iiss rreepprreesseenntteedd bbyy aann uunnlliimmiitteedd nnuummbbeerr ooff oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee..                                            

AAllllootttteedd,, ccaalllleedd uupp aanndd ffuullllyy--ppaaiidd                                                                                                                                                                                            
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     Number of        Amount     Share Issue       Share
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 ordinary       received                 Costs     Capital
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          shares            £’000                 £’000        £’000

TToottaall aass aatt 11 JJuullyy 22001199                                                                                                                                                                                                                                                                                                                                                                     422,401,858                                                    191,007

11,,550000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 22 AAuugguusstt 22001199 aatt 5588..4400pp                                                                               1,500,000               876                        7            869
770000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 1166 AAuugguusstt 22001199 aatt 5588..4400pp                                                                                           700,000               409                        3            406
11,,000000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 1100 SSeepptteemmbbeerr 22001199 aatt 5599..00pp                                                         1,000,000               590                        4            586
11,,000000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 1177 DDeecceemmbbeerr 22001199 aatt 5599..00pp                                                             1,000,000               590                        6            584
11,,000000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 1144 JJaannuuaarryy 22002200 aatt 6600..00pp                                                                         1,000,000               600                        5            595
11,,000000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 2299 JJaannuuaarryy 22002200 aatt 5599..11pp                                                                         1,000,000               591                        4            587
11,,000000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 0066 FFeebbrruuaarryy 22002200 aatt 5588..77pp                                                                     1,000,000               587                        4            583
11,,550000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 1133 FFeebbrruuaarryy 22002200 aatt 5599..00pp                                                                     1,500,000               885                        7            878
11,,000000,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 1199 FFeebbrruuaarryy 22002200 aatt 5599..33pp                                                                     1,000,000               593                        4            589
775500,,000000 oorrddiinnaarryy sshhaarreess ooff nnoo ppaarr vvaalluuee aallllootttteedd oonn 11 JJuunnee 22002200 aatt 4477..55pp                                                                                                                   750,000               356                        3            353

TToottaall aass aatt 3300 JJuunnee 22002200                                                                                                                                                                                                                                                                                                                                                                        432,851,858            6,077                       47    197,037

TThhee bbaallaannccee ooff sshhaarreess lleefftt iinn TTrreeaassuurryyrryrr aatt tthhee yyeeaarr--eenndd wwaass nniill ((22001199:: nniill sshhaarreess))..

OOnn 1155 MMaayy 22001188,, aa bblloocckk lliissttiinngg ffaacciilliittyy ffoorr 4400,,000000,,000000 nneeww sshhaarreess wwaass aapppprroovveedd bbyy tthhee UUKK LLiissttiinngg AAuutthhoorriittyy.. TThhiiss ffaacciilliittyy iiss uusseedd ffoorr tthhee ppuurrppoosseess ooff
ssaattiissffyyiinngg mmaarrkkeett ddeemmaanndd..

SSiinnccee 3300 JJuunnee 22002200,, aa ffuurrtthheerr 33,,005500,,000000 oorrddiinnaarryyrryrr sshhaarreess hhaavvee bbeeeenn iissssuueedd ffoorr ccoonnssiiddeerraattiioonn ooff ££11..55 mmiilllliioonn..

BBeeccaauussee tthhee ccrriitteerriiaa iinn ppaarraaggrraapphhss 1166cc aanndd 1166dd ooff IIAASS 3322 FFiinnaanncciiaall IInnssttrruummeennttss:: PPrreesseennttaattiioonn hhaavvee bbeeeenn mmeett,, tthhee ssttaatteedd ccaappiittaall ooff tthhee CCoommppaannyy iiss
ccllaassssiiffiieedd aass eeqquuiittyy eevveenn tthhoouugghh tthheerree iiss aann aannnnuuaall ccoonnttiinnuuaattiioonn vvoottee..

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD
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TThhee CCoommppaannyy hheelldd tthhee ffoolllloowwiinngg ccaatteeggoorriieess ooff ffiinnaanncciiaall iinnssttrruummeennttss aass aatt 3300 JJuunnee 22002200 aallll ooff wwhhiicchh aarree hheelldd aatt ffaaiirr vvaalluuee,, ootthheerr tthhaann tthhee bbaannkk
llooaann,, ootthheerr rreecceeiivvaabblleess aanndd ootthheerr ppaayyaabblleess wwhhiicchh aarree hheelldd aatt aammoorrttiisseedd ccoosstt..

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    2020                                                   22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                              ££’’000000

FFiinnaanncciiaall aasssseettss
FFiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss                                                                                                                                                                                                                                                                                                 230,741                                  225533,,003344
CCaasshh aanndd ccaasshh eeqquuiivvaalleennttss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            2,853                                              55,,883377
AAmmoouunnttss dduuee ffrroomm bbrrookkeerrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         6,520                                              11,,996644
AAccccrruueedd iinnccoommee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   3,356                                              44,,118822
PPrreeppaayymmeennttss aanndd ootthheerr ddeebbttoorrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      6                        6                        6                        44

FFiinnaanncciiaall lliiaabbiilliittiieess
AAmmoouunntt dduuee ttoo bbrrookkeerrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              6,059                                              33,,663311
BBaannkk llooaann                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             31,000                                        2288,,000000
IInntteerreesstt oonn bbaannkk llooaann ffaacciilliittyy                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  13                                                             1166
OOtthheerr ccrreeddiittoorrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  725                                                          224477

1166 FFiinnaanncciiaall IInnssttrruummeennttss
TThhee CCoommppaannyy’’ss ffiinnaanncciiaall iinnssttrruummeennttss ccoommpprriissee iittss iinnvveessttmmeenntt ppoorrttffoolliioo,, ccaasshh bbaallaanncceess,, bbaannkk llooaann aanndd ddeebbttoorrss aanndd ccrreeddiittoorrss tthhaatt aarriissee ddiirreeccttllyy
ffrroomm iittss ooppeerraattiioonnss.. AAss aann iinnvveessttmmeenntt ccoommppaannyy,, tthhee CCoommppaannyy hhoollddss aa ppoorrttffoolliioo ooff ffiinnaanncciiaall aasssseettss aanndd ffiinnaanncciiaall lliiaabbiilliittiieess iinn ppuurrssuuiitt ooff iittss
iinnvveessttmmeenntt oobbjjeeccttiivvee.. TThhee CCoommppaannyy uusseess fflleexxiibbllee bboorrrroowwiinnggss ffoorr sshhoorrtt tteerrmm ppuurrppoosseess,, aanndd ttoo sseeeekk ttoo eennhhaannccee tthhee rreettuurrnnss ttoo sshhaarreehhoollddeerrss,,
wwhheenn ccoonnssiiddeerreedd aapppprroopprriiaattee bbyy tthhee IInnvveessttmmeenntt MMaannaaggeerr..rr.rr

FFiinnaanncciiaall aasssseettss ddeessiiggnnaatteedd aatt ffaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss ((sseeee nnoottee 99)) aarree hheelldd aatt ffaaiirr vvaalluuee.. FFoorr lliisstteedd sseeccuurriittiieess ttrraaddiinngg aaccttiivveellyy,,
ffaaiirr vvaalluuee iiss ccoonnssiiddeerreedd ttoo bbee eeqquuiivvaalleenntt ttoo tthhee mmoosstt aavvaaiillaabbllee rreecceenntt bbiidd pprriiccee.. WWhheerree lliisstteedd sseeccuurriittiieess aarree nnoott ttrraaddiinngg aaccttiivveellyy,,
iinnddeeppeennddeenntt bbrrookkeerr qquuootteess aarree rreeffeerreenncceedd ttoo eessttiimmaattee ffaaiirr vvaalluuee.. FFoorr uunnlliisstteedd sseeccuurriittiieess,, ffaaiirr vvaalluuee iiss ddeetteerrmmiinneedd bbyy tthhee BBooaarrdd uussiinngg
vvaalluuaattiioonn tteecchhnniiqquueess bbaasseedd oonn uunnoobbsseerrvvaabbllee iinnppuuttss,, mmaaiinnllyy uussiinngg bbrrookkeerr qquuootteess.. TThhee ffaaiirr vvaalluuee ooff ootthheerr rreecceeiivvaabblleess,, ccaasshh aanndd ccaasshh
eeqquuiivvaalleennttss aanndd ootthheerr ppaayyaabblleess iiss rreepprreesseenntteedd bbyy tthheeiirr ccaarrrryyiinngg vvaalluuee iinn tthhee SSttaatteemmeenntt ooff FFiinnaanncciiaall PPoossiittiioonn sshhoowwnn oonn ppaaggee 3355.. TThheessee aarree
sshhoorrtt tteerrmm ffiinnaanncciiaall aasssseettss aanndd lliiaabbiilliittiieess wwhhoossee ccaarrrryyiinngg vvaalluuee aapppprrooxxiimmaattee ffaaiirr vvaalluuee..

TThhee mmaaiinn rriisskkss tthhaatt tthhee CCoommppaannyy ffaacceess aarriissiinngg ffrroomm iittss ffiinnaanncciiaall iinnssttrruummeennttss aarree::

((ii)) mmaarrkkeett pprriiccee rriisskk,, bbeeiinngg tthhee rriisskk tthhaatt tthhee ffaaiirr vvaalluuee oorr ffuuttuurree ccaasshh fflloowwss ooff aa ffiinnaanncciiaall iinnssttrruummeenntt wwiillll fflluuccttuuaattee bbeeccaauussee ooff cchhaannggeess iinn
mmaarrkkeett pprriicceess aanndd ccoommpprriisseess ccuurrrreennccyy rriisskk,, iinntteerreesstt rraattee rriisskk aanndd ootthheerr pprriiccee rriisskk;;

((iiii)) iinntteerreesstt rraattee rriisskk,, bbeeiinngg tthhee rriisskk tthhaatt tthhee ffuuttuurree ccaasshh fflloowwss ooff aa ffiinnaanncciiaall iinnssttrruummeenntt wwiillll fflluuccttuuaattee bbeeccaauussee ooff cchhaannggeess iinn mmaarrkkeett iinntteerreesstt
rraatteess;;

((iiiiii)) ffoorreeiiggnn ccuurrrreennccyy rriisskk,, bbeeiinngg tthhee rriisskk tthhaatt tthhee vvaalluuee ooff iinnvveessttmmeenntt hhoollddiinnggss,, iinnvveessttmmeenntt ppuurrcchhaasseess,, iinnvveessttmmeenntt ssaalleess aanndd iinnccoommee wwiillll
fflluuccttuuaattee bbeeccaauussee ooff mmoovveemmeennttss iinn ccuurrrreennccyy eexxcchhaannggee rraatteess;;

((iivv)) ccrreeddiitt rriisskk,, bbeeiinngg tthhee rriisskk tthhaatt aa ccoouunntteerrppaarrttyy ttoo aa ffiinnaanncciiaall iinnssttrruummeenntt wwiillll ffaaiill ttoo ddiisscchhaarrggee aann oobblliiggaattiioonn oorr ccoommmmiittmmeenntt tthhaatt iitt hhaass
eenntteerreedd iinnttoo wwiitthh tthhee CCoommppaannyy;; aanndd

((vv)) lliiqquuiiddiittyy rriisskk,, bbeeiinngg tthhee rriisskk tthhaatt tthhee bbaannkk mmaayy ddeemmaanndd rreeppaayymmeenntt ooff tthhee llooaann aanndd//oorr tthhaatt tthhee CCoommppaannyy mmaayy nnoott bbee aabbllee ttoo lliiqquuiiddaattee
qquuiicckkllyy iittss iinnvveessttmmeennttss..

1155 NNeett AAsssseett VVaaVVaVV lluuee ppeerr OOrrddiinnaarryyrryrr SShhaarree
TThhee nneett aasssseett vvaalluuee ppeerr oorrddiinnaarryy sshhaarree aanndd tthhee nneett aasssseett vvaalluuee aattttrriibbuuttaabbllee ttoo tthhee oorrddiinnaarryy sshhaarreess aatt tthhee yyeeaarr--eenndd ccaallccuullaatteedd iinn aaccccoorrddaannccee
wwiitthh tthheeiirr eennttiittlleemmeennttss iinn tthhee AArrttiicclleess ooff AAssssoocciiaattiioonn wweerree aass ffoolllloowwss::

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    2020                                                   22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 £’000                                              ££’’000000

NNeett AAsssseett VVaalluuee ((££''000000))                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                205,679                                  223333,,112277
NNeett AAsssseett ppeerr sshhaarree ((ppeennccee))                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              47.52p                                        5555..1199pp

NNAAVVAAVAA ppeerr sshhaarree hhaass bbeeeenn ccaallccuullaatteedd bbaasseedd oonn tthhee sshhaarree ccaappiittaall iinn iissssuuee aass aatt yyeeaarr eenndd.. TThhee iissssuueedd sshhaarree ccaappiittaall aass aatt 3300 JJuunnee 22002200 ccoommpprriisseedd
ooff 443322,,885511,,885588 ((3300 JJuunnee 22001199:: 442222,,440011,,885588))..

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200
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1188 IInntteerreesstt RRaattee RRiisskk
TThhee CCoommppaannyy’’ss ffiinnaanncciiaall aasssseettss aanndd lliiaabbiilliittiieess,, wwiitthh tthhee eexxcceeppttiioonn ooff ccaasshh aanndd ccaasshh eeqquuiivvaalleennttss ((sseeee bbeellooww)),, tthhaatt aarree ssuubbjjeecctt ttoo iinntteerreesstt rraattee
rriisskk aarree ddeettaaiilleedd bbeellooww..

                                                                                                                                                                                                                                                                                             2020              2020                        2020                                                                                  22001199                               22001199                                                  22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                          Weighted                                                                                                                                                                                                                                        WWeeiigghhtteedd
                                                                                                                                                                                                                                                                                                                                       Weighted     average period                                                                                                                               WWeeiigghhtteedd            aavveerraaggee ppeerriioodd
                                                                                                                                                                                                                                                                                                                                             average        for which the                                                                                                                                          aavveerraaggee                   ffoorr wwhhiicchh tthhee
                                                                                                                                                                                                                                                                                                                                                interest          rate is fixed                                                                                                                                          iinntteerreesstt                       rraattee iiss ffiixxeedd
                                                                                                                                                                                                                                                                                          £’000        rate (%)                  (years)                                                                         ££’’000000                   rraattee ((%%))                                       ((yyeeaarrss))

FFiinnaanncciiaall aasssseettss::
FFiixxeedd iinnccoommee && ccoonnvveerrttiibbllee sseeccuurriittiieess                                                          123,926               6.87                         4.26                                                                115500,,990077                                77..3333                                                   55..3344
FFllooaattiinngg rraattee nnootteess                                                                                                                                                                     64,641               6.68                           n/a                                                                      6611,,886666                                55..7722                                                      nn//aa
PPrreeffeerreennccee sshhaarreess                                                                                                                                                                      13,235               7.13                           n/a                                                                         1111,,221144                                    99..99                                                      nn//aa

FFiinnaanncciiaall lliiaabbiilliittiieess::
BBaannkk LLooaann                                                                                                                                                                                                                31,000               1.26                           n/a                                                                      2288,,000000                                11..8899                                                      nn//aa

FFiinnaanncciiaall aasssseettss
FFiixxeedd,, ffllooaattiinngg rraattee aanndd pprreeffeerreennccee sshhaarree yyiieellddss,, aanndd tthheeiirr pprriicceess,, aarree ddeetteerrmmiinneedd bbyy mmaarrkkeett ppeerrcceeppttiioonn aass ttoo tthhee aapppprroopprriiaattee lleevveell ooff yyiieellddss
ggiivveenn tthhee eeccoonnoommiicc bbaacckkggrroouunndd.. KKeeyy ddeetteerrmmiinnaannttss iinncclluuddee eeccoonnoommiicc ggrroowwtthh pprroossppeeccttss,, iinnffllaattiioonn,, tthhee GGoovveerrnnmmeenntt’’ss ffiissccaall ppoossiittiioonn,, sshhoorrtt tteerrmm
iinntteerreesstt rraatteess aanndd iinntteerrnnaattiioonnaall mmaarrkkeett ccoommppaarriissoonnss.. TThhee IInnvveessttmmeenntt MMaannaaggeerr ttaakkeess aallll tthheessee ffaaccttoorrss iinnttoo aaccccoouunntt wwhheenn mmaakkiinngg aannyy
iinnvveessttmmeenntt ddeecciissiioonnss aass wweellll aass ccoonnssiiddeerriinngg tthhee ffiinnaanncciiaall ssttaannddiinngg ooff tthhee ppootteennttiiaall iinnvveesstteeee ccoommppaannyy..

IInntteerreesstt rraatteess oonn ffiixxeedd iinnccoommee iinnssttrruummeennttss aarree ffiixxeedd aatt tthhee ttiimmee ooff ppuurrcchhaassee,, aass tthhee ffiixxeedd ccoouuppoonn ppaayymmeennttss aarree kknnoowwnn,, aass aarree tthhee ffiinnaall
rreeddeemmppttiioonn pprroocceeeeddss.. CCoonnsseeqquueennttiiaallllyy,, iiff aa ffiixxeedd iinnccoommee iinnssttrruummeenntt iiss hheelldd uunnttiill iittss rreeddeemmppttiioonn ddaattee,, tthhee ttoottaall rreettuurrnn aacchhiieevveedd iiss uunnaalltteerreedd
ffrroomm iittss ppuurrcchhaassee ddaattee.. HHoowweevveerr,, oovveerr tthhee lliiffee ooff aa ffiixxeedd iinnccoommee iinnssttrruummeenntt tthhee mmaarrkkeett pprriiccee aatt aannyy ggiivveenn ttiimmee wwiillll ddeeppeenndd oonn tthhee mmaarrkkeett
eennvviirroonnmmeenntt aatt tthhaatt ttiimmee.. TThheerreeffoorree,, aa ffiixxeedd iinnccoommee iinnssttrruummeenntt ssoolldd bbeeffoorree iittss rreeddeemmppttiioonn ddaattee iiss lliikkeellyy ttoo hhaavvee aa ddiiffffeerreenntt pprriiccee ttoo iittss ppuurrcchhaassee
lleevveell aanndd aa pprrooffiitt oorr lloossss mmaayy bbee iinnccuurrrreedd..

IInntteerreesstt rraatteess oonn ffllooaattiinngg rraattee iinnssttrruummeennttss vvaarryy tthhrroouugghhoouutt tthhee lliiffee ooff tthhee iinnssttrruummeenntt bbaasseedd oonn mmoovveemmeennttss iinn tthhee aapppplliiccaabbllee uunnddeerrllyyiinngg bbaassee
rraattee.. CCoonnsseeqquueennttiiaallllyy,, tthhee ttoottaall rreettuurrnn aacchhiieevveedd oonn tthheessee ppoossiittiioonnss cchhaannggeess tthhrroouugghhoouutt tthhee lliiffee ooff ppoossiittiioonn.. IInn aaddddiittiioonn,, oovveerr tthhee lliiffee ooff tthhee
ffiinnaanncciiaall iinnssttrruummeenntt,, tthhee mmaarrkkeett pprriiccee ooff ssuucchh iinnssttrruummeennttss wwiillll ddeeppeenndd oonn tthhee mmaarrkkeett eennvviirroonnmmeenntt aatt tthhaatt ttiimmee.. TThheerreeffoorree,, aa ffllooaattiinngg rraattee
iinnssttrruummeenntt ssoolldd bbeeffoorree iittss rreeddeemmppttiioonn ddaattee iiss lliikkeellyy ttoo hhaavvee aa ddiiffffeerreenntt pprriiccee ttoo iittss ppuurrcchhaassee lleevveell aanndd aa pprrooffiitt oorr lloossss mmaayy bbee iinnccuurrrreedd..

CCaasshh aanndd ccaasshh eeqquuiivvaalleennttss

WWhheenn tthhee CCoommppaannyy rreettaaiinnss ccaasshh bbaallaanncceess tthheeyy aarree hheelldd iinn ffllooaattiinngg rraattee ddeeppoossiitt aaccccoouunnttss.. CCaasshh hheelldd iinn sstteerrlliinngg wwaass ££22,,441199,,000000.. TThhee
bbeenncchhmmaarrkk rraattee wwhhiicchh ddeetteerrmmiinneess tthhee iinntteerreesstt ppaayymmeennttss rreecceeiivveedd oonn sstteerrlliinngg iinntteerreesstt bbeeaarriinngg ccaasshh bbaallaanncceess iiss tthhee UUKK bbaannkk bbaassee rraattee,, wwhhiicchh
wwaass 00..11%% aatt 3300 JJuunnee 22002200 ((22001199:: 00..7755%%)).. TThhee CCoommppaannyy aallssoo hhoollddss aann iimmmmaatteerriiaall aammoouunntt ooff ccaasshh iinn aa rraannggee ooff ootthheerr ccuurrrreenncciieess,, aammoouunnttiinngg ttoo
££443344,,000000..

1177 MMaarrkkeett PPrriiccee RRiisskk
MMaarrkkeett pprriiccee rriisskk ((iinncclluuddiinngg ootthheerr pprriiccee rriisskk)) aarriisseess mmaaiinnllyy ffrroomm uunncceerrttaaiinnttyy aabboouutt ffuuttuurree pprriicceess ooff ffiinnaanncciiaall iinnssttrruummeennttss hheelldd.. IItt rreepprreesseennttss tthhee
ppootteennttiiaall lloossss tthhee CCoommppaannyy mmiigghhtt ssuuffffeerr tthhrroouugghh hhoollddiinngg mmaarrkkeett ppoossiittiioonnss iinn tthhee ffaaccee ooff pprriiccee mmoovveemmeennttss.. TToo mmiittiiggaattee tthhee rriisskk tthhee BBooaarrdd’’ss
iinnvveessttmmeenntt ssttrraatteeggyy iiss ttoo sseelleecctt iinnvveessttmmeennttss ffoorr tthheeiirr ffuunnddaammeennttaall vvaalluuee.. SSttoocckk sseelleeccttiioonn iiss tthheerreeffoorree bbaasseedd oonn ddiisscciipplliinneedd aaccccoouunnttiinngg,, mmaarrkkeett aanndd
sseeccttoorr aannaallyyssiiss,, wwiitthh tthhee eemmpphhaassiiss oonn lloonngg tteerrmm iinnvveessttmmeennttss.. AAnn aapppprroopprriiaattee sspprreeaadd ooff iinnvveessttmmeennttss iiss hheelldd iinn tthhee ppoorrttffoolliioo iinn oorrddeerr ttoo rreedduuccee bbootthh
tthhee ssttaattiissttiiccaall rriisskk aanndd tthhee rriisskk aarriissiinngg ffrroomm ffaaccttoorrss ssppeecciiffiicc ttoo aa ccoouunnttrryyrryrr oorr sseeccttoorr..rr.rr TThhee IInnvveessttmmeenntt MMaannaaggeerr aaccttiivveellyy mmoonniittoorrss mmaarrkkeett pprriicceess
tthhrroouugghhoouutt tthhee yyeeaarr aanndd rreeppoorrttss ttoo tthhee BBooaarrdd,, wwhhiicchh mmeeeettss rreegguullaarrllyy iinn oorrddeerr ttoo ccoonnssiiddeerr iinnvveessttmmeenntt ssttrraatteeggyy..

IInnvveessttmmeenntt aanndd ppoorrttffoolliioo ppeerrffoorrmmaannccee aarree ddiissccuusssseedd iinn tthhee IInnvveessttmmeenntt MMaannaaggeerr’’ss RReevviieeww aanndd ffuurrtthheerr iinnffoorrmmaattiioonn oonn tthhee iinnvveessttmmeenntt ppoorrttffoolliioo iiss
sseett oouutt oonn ppaaggeess 88 ttoo 99.. TThheessee ppaaggeess ddoo nnoott ffoorrmm ppaarrtt ooff tthhee aauuddiitteedd ffiinnaanncciiaall ssttaatteemmeennttss..

IIff tthhee iinnvveessttmmeenntt ppoorrttffoolliioo vvaalluuaattiioonn ffeellll 55%% aatt 3300 JJuunnee 22002200,, tthhee iimmppaacctt oonn tthhee pprrooffiitt oorr lloossss aanndd tthhee nneett aasssseett vvaalluuee wwoouulldd hhaavvee bbeeeenn nneeggaattiivvee ££1111..55
mmiilllliioonn ((22001199:: aa ffaallll ooff 55%% wwoouulldd hhaavvee iimmppaacctteedd tthhee pprrooffiitt oorr lloossss aanndd tthhee nneett aasssseett vvaalluuee bbyy nneeggaattiivvee ££1122..66 mmiilllliioonn)).. DDuuee ttoo tthhee eeffffeecctt ooff ggeeaarriinngg,,
tthhee iimmppaacctt oonn tthhee nneett aasssseett vvaalluuee ppeerr sshhaarree wwoouulldd hhaavvee bbeeeenn aa ddeeccrreeaassee ooff 55..66%% ((22001199:: ddeeccrreeaassee ooff 55..55%%)).. IIff tthhee iinnvveessttmmeenntt ppoorrttffoolliioo vvaalluuaattiioonn rroossee
bbyy tthhee ssaammee aammoouunntt,, tthhee eeffffeecctt wwoouulldd hhaavvee bbeeeenn eeqquuaall aanndd ooppppoossiittee.. TThhee ccaallccuullaattiioonnss aarree bbaasseedd oonn tthhee ppoorrttffoolliioo vvaalluuaattiioonn aatt tthhee SSttaatteemmeenntt ooff
FFiinnaanncciiaall PPoossiittiioonn ddaattee aanndd iiss nnoott rreepprreesseennttaattiivvee ooff tthhee ppeerriioodd aass aa wwhhoollee,, aanndd mmaayy nnoott bbee rreefflleeccttiivvee ooff ffuuttuurree mmaarrkkeett ccoonnddiittiioonnss..
TThhee DDiirreeccttoorrss bbeelliieevvee 55%% iiss aa rreelleevvaanntt ppeerrcceennttaaggee bbaasseedd oonn aavveerraaggee mmaarrkkeett vvoollaattiilliittyy iinn rreecceenntt yyeeaarrss..
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Financial Statements NNootteess ttoo tthhee FFiinnaanncciiaall SSttaatteemmeennttss

FFiinnaanncciiaall lliiaabbiilliittiieess
TThhee CCoommppaannyy hhaass bboorrrroowweedd iinn sstteerrlliinngg aatt aa vvaarriiaabbllee rraattee ooff iinntteerreesstt bbaasseedd oonn tthhee UUKK bbaannkk bbaassee rraattee.. IIff tthhee bbaannkk bbaassee rraattee iinnccrreeaasseedd bbyy 00..5500%%,,
tthhee iimmppaacctt oonn tthhee pprrooffiitt oorr lloossss wwoouulldd hhaavvee bbeeeenn aa lloossss ooff ££115555,,000000 ((22001199:: ££111111,,000000)).. IIff tthhee bbaannkk bbaassee rraattee hhaadd ddeeccrreeaasseedd bbyy 00..5500%%,, tthhee iimmppaacctt
oonn tthhee pprrooffiitt oorr lloossss wwoouulldd hhaavvee bbeeeenn eeqquuaall aanndd ooppppoossiittee.. TThhee ccaallccuullaattiioonnss aarree bbaasseedd oonn bboorrrroowwiinnggss aass aatt tthhee rreessppeeccttiivvee SSttaatteemmeenntt ooff FFiinnaanncciiaall
PPoossiittiioonn ddaatteess aanndd aarree nnoott rreepprreesseennttaattiivvee ooff tthhee yyeeaarr aass aa wwhhoollee..

TThhee DDiirreeccttoorrss bbeelliieevvee 00..5500%% iiss rreelleevvaanntt bbaasseedd oonn oobbsseerrvveedd iinntteerreesstt rraattee aaddjjuussttmmeennttss iinn rreecceenntt yyeeaarrss..

AAtt yyeeaarr eenndd,, tthhee CCoommppaannyy hheelldd bbaannkk llooaannss ooff ££3311 mmiilllliioonn ffrroomm SSccoottiiaabbaannkk,, ddeettaaiillss ooff wwhhiicchh aarree ccoonnttaaiinneedd iinn nnoottee 1111 oonn ppaaggee 4444..

1199 FFoorreeiiggnn CCuurrrreennccyy RRiisskk
TThhee CCoommppaannyy iinnvveessttss iinn oovveerrsseeaass sseeccuurriittiieess aanndd mmaayy hhoolldd ffoorreeiiggnn ccuurrrreennccyy ccaasshh bbaallaanncceess wwhhiicchh ggiivvee rriissee ttoo ccuurrrreennccyy rriisskkss.. IItt iiss nnoott tthhee
CCoommppaannyy’’ss ppoolliiccyy ttoo hheeddggee tthhiiss rriisskk oonn aa ccoonnttiinnuuiinngg bbaassiiss bbuutt iitt mmaayy ddoo ssoo ffrroomm ttiimmee ttoo ttiimmee..

FFoorreeiiggnn ccuurrrreennccyy eexxppoossuurree aatt 3300 JJuunnee 22002200 wwaass aass ffoolllloowwss::

                                                                                                                                                                                                               2020       2020                         2020         2020                                                                                           22001199              22001199                                                  22001199                    22001199
                                                                                                                                                                     Investments      Cash    Accrued Income         Total                                                 IInnvveessttmmeennttss           CCaasshh       AAccccrruueedd IInnccoommee                   TToottaall
                                                                                                                                                                                                            £’000      £’000                        £’000      £’000                                                                                     ££’’000000           ££’’000000                                               ££’’000000               ££’’000000

EEuurroo                                                                                                                                                                     16,514          304                           187      17,005                                                                               1166,,997788            11,,776600                                                    333388             1199,,007766
AAuussttrraalliiaann ddoollllaarr                                                                                                                     364              4                                –           368                                                                                                449911              –                               –                         –                               –            449911
UUSS ddoollllaarr                                                                                                                                           43,854          123                           818      44,795                                                                               4477,,001111                      2200                                                    992233             4477,,995544
NNoorrwweeggiiaann kkrroonnee                                                                                                         1,363              –                              38        1,401                                                                                     22,,774422                      5555                                                         1122                  22,,880099
CCaannaaddiiaann ddoollllaarr                                                                                                                         322              4                                3           329                                                                                          11,,334400              5                               2                      5                               2         11,,334477

                                                                                                                                                                                             62,417          435                        1,046      63,898                                                                                  6688,,556622            11,,884400                                              11,,227755             7711,,667777

IIff tthhee vvaalluuee ooff sstteerrlliinngg hhaadd wweeaakkeenneedd aaggaaiinnsstt eeaacchh ooff tthhee ccuurrrreenncciieess iinn tthhee ppoorrttffoolliioo bbyy 55%% ((22001199:: 55%%)),, tthhee iimmppaacctt oonn tthhee pprrooffiitt oorr lloossss aanndd tthhee
nneett aasssseett vvaalluuee wwoouulldd hhaavvee bbeeeenn ppoossiittiivvee ££33..33 mmiilllliioonn ((22001199:: ppoossiittiivvee ££33..77 mmiilllliioonn))..

IIff tthhee vvaalluuee ooff sstteerrlliinngg hhaadd ssttrreennggtthheenneedd bbyy tthhee ssaammee aammoouunntt tthhee iimmppaacctt oonn tthhee pprrooffiitt oorr lloossss aanndd tthhee nneett aasssseett vvaalluuee wwoouulldd hhaavvee bbeeeenn nneeggaattiivvee
££33..00 mmiilllliioonn ((22001199:: nneeggaattiivvee ££33..33 mmiilllliioonn))..

TThhee ccaallccuullaattiioonnss aarree bbaasseedd oonn tthhee ppoorrttffoolliioo vvaalluuaattiioonn aanndd aaccccrruueedd iinnccoommee bbaallaanncceess aatt tthhee bbaallaannccee sshheeeett ddaattee aanndd aarree nnoott rreepprreesseennttaattiivvee ooff
tthhee ppeerriioodd aass aa wwhhoollee aanndd mmaayy nnoott bbee rreefflleeccttiivvee ooff ffuuttuurree mmaarrkkeett ccoonnddiittiioonnss..

TThhee DDiirreeccttoorrss bbeelliieevvee 55%% iiss rreelleevvaanntt bbaasseedd oonn tthhee aavveerraaggee mmaarrkkeett vvoollaattiilliittyy iinn eexxcchhaannggee rraatteess iinn rreecceenntt yyeeaarrss..

2200 CCrreeddiitt RRiisskk
CCrreeddiitt rriisskk iiss tthhee rriisskk tthhaatt aa ccoouunntteerrppaarrttyy ttoo aa ffiinnaanncciiaall iinnssttrruummeenntt wwiillll ffaaiill ttoo ddiisscchhaarrggee aann oobblliiggaattiioonn oorr ccoommmmiittmmeenntt tthhaatt iitt hhaass eenntteerreedd iinnttoo
wwiitthh tthhee CCoommppaannyy.. TThhee IInnvveessttmmeenntt MMaannaaggeerr hhaass iinn ppllaaccee aa mmoonniittoorriinngg pprroocceedduurree iinn rreessppeecctt ooff ccoouunntteerrppaarrttyy rriisskk wwhhiicchh iiss rreevviieewweedd oonn aann
oonnggooiinngg bbaassiiss.. TThhee ccaarrrryyiinngg aammoouunnttss ooff ffiinnaanncciiaall aasssseettss bbeesstt rreepprreesseennttss tthhee mmaaxxiimmuumm rriisskk eexxppoossuurree aatt tthhee bbaallaannccee sshheeeett ddaattee..

AAtt tthhee rreeppoorrttiinngg ddaattee,, tthhee CCoommppaannyy’’ss ffiinnaanncciiaall aasssseettss eexxppoosseedd ttoo ccrreeddiitt rriisskk aammoouunntteedd ttoo tthhee ffoolllloowwiinngg::

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       2020                                                22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    £’000                                           ££’’000000

FFiixxeedd iinnccoommee sseeccuurriittiieess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                184,336                               221111,,115588
CCoonnvveerrttiibbllee bboonnddss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            4,231                                           88,,115511
CCaasshh aanndd ccaasshh eeqquuiivvaalleennttss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               2,853                                           55,,883377
AAmmoouunnttss dduuee ffrroomm bbrrookkeerrss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            6,520                                           11,,996644
AAccccrruueedd iinnccoommee                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      3,356                                             44,,118822

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                201,296                               223311,,229922

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200
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2211 LLiiqquuiiddiittyy RRiisskk
TThhee CCoommppaannyy’’ss ffiinnaanncciiaall iinnssttrruummeennttss iinncclluuddee iinnvveessttmmeennttss iinn uunnqquuootteedd iinnvveessttmmeennttss wwhhiicchh aarree nnoott ttrraaddeedd iinn aann oorrggaanniisseedd ppuubblliicc mmaarrkkeett aanndd
wwhhiicchh ggeenneerraallllyy mmaayy bbee iilllliiqquuiidd.. AAss aa rreessuulltt,, tthhee CCoommppaannyy mmaayy nnoott bbee aabbllee ttoo lliiqquuiiddaattee tthheessee iinnvveessttmmeennttss aatt aann aammoouunntt cclloossee ttoo tthheeiirr ffaaiirr vvaalluuee..

TThhee CCoommppaannyy’’ss lliisstteedd sseeccuurriittiieess aarree ccoonnssiiddeerreedd ttoo bbee rreeaaddiillyy rreeaalliissaabbllee..

AAtt tthhee rreeppoorrttiinngg ddaattee,, tthhee CCoommppaannyy’’ss iinnvveessttmmeennttss wweerree ccaatteeggoorriisseedd aass ffoolllloowwss::

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       2020                                              22001199
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    £’000                                           ££’’000000

LLiisstteedd//QQuuootteedd oonn aa rreeccooggnniisseedd iinnvveessttmmeenntt eexxcchhaannggee                                                                                                                                                                                                                                                                                                                                                          221,877                              224422,,664444
QQuuootteedd vviiaa ddiirreecctt bbrrookkeerr qquuootteess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     8,864                                    1100,,339900

TToottaall ffiinnaanncciiaall aasssseettss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               230,741                              225533,,003344

TThhee CCoommppaannyy’’ss lliiqquuiiddiittyy rriisskk iiss mmaannaaggeedd oonn aann oonnggooiinngg bbaassiiss bbyy tthhee IInnvveessttmmeenntt MMaannaaggeerr iinn aaccccoorrddaannccee wwiitthh ppoolliicciieess aanndd pprroocceedduurreess iinn ppllaaccee
aass ddeessccrriibbeedd iinn tthhee DDiirreeccttoorrss’’ RReeppoorrtt.. TThhee CCoommppaannyy’’ss oovveerraallll lliiqquuiiddiittyy rriisskkss aarree mmoonniittoorreedd oonn aa qquuaarrtteerrllyy bbaassiiss bbyy tthhee BBooaarrdd..

TThhee CCoommppaannyy mmaaiinnttaaiinnss ssuuffffiicciieenntt ccaasshh,, hhaass aa sshhoorrtt tteerrmm bbaannkk llooaann ffaacciilliittyy aanndd rreeaaddiillyy rreeaalliissaabbllee sseeccuurriittiieess ttoo ppaayy aaccccoouunnttss ppaayyaabbllee aanndd
aaccccrruueedd eexxppeennsseess.. TThhee CCoommppaannyy aallssoo mmaaiinnttaaiinnss ssuuffffiicciieenntt ccaasshh aanndd rreeaaddiillyy rreeaalliissaabbllee sseeccuurriittiieess ttoo mmeeeett aannyy ddeemmaanndd rreeppaayymmeenntt oonn iittss
oovveerrddrraafftt ffaacciilliittyy..

AAllll tthhee CCoommppaannyy’’ss ffiinnaanncciiaall lliiaabbiilliittiieess aarree dduuee iinn oonnee yyeeaarr oorr lleessss..

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD

CCrreeddiitt rriisskk oonn ffiixxeedd iinnccoommee sseeccuurriittiieess aanndd ccoonnvveerrttiibbllee bboonnddss iinnssttrruummeennttss iiss ccoonnssiiddeerreedd ttoo bbee ppaarrtt ooff mmaarrkkeett pprriiccee.. TThhee ccrreeddiitt rraattiinnggss ffoorr tthhee
ffiixxeedd iinnccoommee sseeccuurriittiieess hheelldd bbyy tthhee CCoommppaannyy aass aatt 3300 JJuunnee hhaavvee bbeeeenn lliisstteedd bbeellooww::

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       2020                                                22001199
RRaattiinngg ooff ffiixxeedd iinnccoommee sseeccuurriittiieess                                                                                                                                                                      %                      %                                                                                                                                                                     %                      %                                                                                                                                                                     %                      %

BBBB                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  –                                                       00..44
BBBB--                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    2.7                                                       55..99
BB++                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          7.1                                                 2211..88
B                                                                                                                                                                                                                    B                                                                                                                                                                                                                    B                                                                                                                                                                                                                    13.6                                                 1122..88
BB--                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            5.2                                                 1122..55
CCCC                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         1.5                      –                      –                      –
CCCCCC++                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           8.6                      –                      –                      –
CCCCCC--                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       –                                                       00..33
NNoott rraatteedd                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             61.3                                                    4466..33

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            100.0                                             110000..00

SSoouurrccee:: 22002200:: SS&&PP,, 22001199:: SS&&PP aanndd MMooooddyyss ((lloowweesstt rraattiinnggss))

TThhee ppeerrcceennttaaggee aabboovvee rreepprreesseennttss tthhee vvaalluuee ooff ffiixxeedd iinnccoommee sseeccuurriittiieess ooff ££118888,,556677,,000000 ((22001199:: ££221111,,000000,,000000)) iinncclluuddeedd iinn tthhee SSttaatteemmeenntt ooff FFiinnaanncciiaall
PPoossiittiioonn wwhhiicchh aarree eexxppoosseedd ttoo ccrreeddiitt aanndd ccoouunntteerrppaarrttyy rriisskk bbyy ccrreeddiitt rraattiinngg..

CCrreeddiitt rriisskk aarriissiinngg oonn ttrraannssaaccttiioonnss wwiitthh bbrrookkeerrss rreellaatteess ttoo ttrraannssaaccttiioonnss aawwaaiittiinngg sseettttlleemmeenntt.. RRiisskk rreellaattiinngg ttoo uunnsseettttlleedd ttrraannssaaccttiioonnss iiss ccoonnssiiddeerreedd
ttoo bbee ssmmaallll dduuee ttoo tthhee sshhoorrtt sseettttlleemmeenntt ppeerriioodd iinnvvoollvvllvll eedd aanndd tthhee aacccceeppttaabbllee ccrreeddiitt qquuaalliittyy ooff tthhee bbrrookkeerrss uusseedd.. TThhee BBooaarrdd mmoonniittoorrss tthhee qquuaalliittyy ooff
sseerrvvrrvrr iiccee pprroovviiddeedd bbyy tthhee bbrrookkeerrss uusseedd ttoo ffuurrtthheerr mmiittiiggaattee tthhiiss rriisskk..

TThhee CCoommppaannyy''ss ccaasshh aanndd mmoosstt ooff tthhee aasssseettss aarree hheelldd bbyy BBNNPPPP aanndd wweerree pprreevviioouussllyy hheelldd bbyy HHSSBBCC BBaannkk ppllcc ((““HHSSBBCC””)).. TThhee CCoommppaannyy ssttiillll hhoollddss aa
rreessiidduuaall ccaasshh bbaallaannccee wwiitthh HHSSBBCC ooff ££114422,,000000.. TThhee rraattiinngg aaggeennccyy MMooooddyy''ss aassssiiggnnss aa rraattiinngg ooff AAaa33 ttoo HHSSBBCC aanndd AA11 ttoo BBNNPPPP.. NNeeww LLooookk SSeenniioorr NNootteess
aarree hheelldd bbyy tthhee bbrrookkeerrss,, LLuucciidd.. TThheessee aarree vvaalluueedd aatt nniill aanndd tthheerreeffoorree tthheerree iiss nnoo ssiiggnniiffiiccaanntt ccrreeddiitt rriisskk eexxppoossuurree ttoo tthhee CCoommppaannyy iinn rreessppeecctt ooff tthheessee
nnootteess.. JJPPII MMeeddiiaa SSeenniioorr NNootteess aarree hheelldd bbyy JJPPII MMeeddiiaa wwiitthh aann oovveerraallll vvaalluuee ooff ££770088,,000000 aanndd tthheerreeffoorree ddoo nnoott pprreesseenntt aa mmaatteerriiaall ccrreeddiitt rriisskk ttoo tthhee
CCoommppaannyy.. BBaannkkrruuppttccyy oorr iinnssoollvvllvll eennccyy ooff tthhee ccuussttooddiiaann mmaayy ccaauussee tthhee CCoommppaannyy’’ss rriigghhttss wwiitthh rreessppeecctt ttoo tthhee ccaasshh aanndd sseeccuurriittiieess hheelldd bbyy tthhee ccuussttooddiiaann
ttoo bbee ddeellaayyeedd oorr lliimmiitteedd.. TThhee BBooaarrdd mmoonniittoorrss tthhee CCoommppaannyy’’ss rriisskk bbyy rreevviieewwiinngg tthhee ccuussttooddiiaann’’ss iinntteerrnnaall ccoonnttrrooll rreeppoorrttss.. SShhoouulldd tthhee ccrreeddiitt qquuaalliittyy oorr
tthhee ffiinnaanncciiaall ppoossiittiioonn ooff BBNNPPPP oorr HHSSBBCC ddeetteerriioorraattee ssiiggnniiffiiccaannttllyy tthhee IInnvveessttmmeenntt MMaannaaggeerr wwiillll mmoovvee tthhee ccaasshh hhoollddiinnggss ttoo aannootthheerr bbaannkk..

TThheerree wweerree nnoo ccoonnttiinnggeenncciieess oorr gguuaarraanntteeeess oouuttssttaannddiinngg aatt tthhee bbaallaannccee sshheeeett ddaattee..
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Financial Statements NNootteess ttoo tthhee FFiinnaanncciiaall SSttaatteemmeennttss

2222 FFaaiirr VVaaVVaVV lluuee HHiieerraarrcchhyy

IInntteerrnnaattiioonnaall FFiinnaanncciiaall RReeppoorrttiinngg SSttaannddaarrdd ((““IIFFRRSS””)) 1133 FFaaiirr VVaalluuee MMeeaassuurreemmeenntt rreeqquuiirreess aann aannaallyyssiiss ooff iinnvveessttmmeennttss vvaalluueedd aatt ffaaiirr vvaalluuee bbaasseedd
oonn tthhee rreelliiaabbiilliittyy aanndd ssiiggnniiffiiccaannccee ooff iinnffoorrmmaattiioonn uusseedd ttoo mmeeaassuurree tthheeiirr ffaaiirr vvaalluuee.. TThhee lleevveell iiss ddeetteerrmmiinneedd bbyy tthhee lloowweesstt ((tthhaatt iiss tthhee lleeaasstt
rreelliiaabbllee oorr iinnddeeppeennddeennttllyy oobbsseerrvvaabbllee)) lleevveell ooff iinnppuutt tthhaatt iiss ssiiggnniiffiiccaanntt ttoo tthhee ffaaiirr vvaalluuee mmeeaassuurreemmeenntt ffoorr tthhee iinnddiivviidduuaall iinnvveessttmmeenntt iinn iittss eennttiirreettyy
aass ffoolllloowwss::
• LLeevveell 11 –– iinnvveessttmmeennttss qquuootteedd iinn aann aaccttiivvee mmaarrkkeett;;
• LLeevveell 22 –– iinnvveessttmmeennttss wwhhoossee ffaaiirr vvaalluuee iiss bbaasseedd ddiirreeccttllyy oonn oobbsseerrvvaabbllee ccuurrrreenntt mmaarrkkeett pprriicceess oorr iinnddiirreeccttllyy bbeeiinngg ddeerriivveedd ffrroomm mmaarrkkeett pprriicceess;;
• LLeevveell 33 –– iinnvveessttmmeennttss wwhhoossee ffaaiirr vvaalluuee iiss ddeetteerrmmiinneedd uussiinngg aa vvaalluuaattiioonn tteecchhnniiqquuee bbaasseedd oonn aassssuummppttiioonnss tthhaatt aarree nnoott ssuuppppoorrtteedd bbyy

oobbsseerrvvaabbllee ccuurrrreenntt mmaarrkkeett pprriicceess oorr bbaasseedd oonn oobbsseerrvvaabbllee mmaarrkkeett ddaattaa..       

TTrraannssffeerrss iinn aanndd oouutt ooff tthhee lleevveellss hhaavvee bbeeeenn ddeeeemmeedd ttoo hhaavvee ooccccuurrrreedd aatt tthhee eenndd ooff tthhee rreeppoorrttiinngg ppeerriioodd..

IInnvveessttmmeennttss vvaalluueedd uussiinngg ssttoocckk mmaarrkkeett aaccttiivvee pprriicceess aarree ddiisscclloosseedd aass LLeevveell 11 aanndd tthhiiss iiss tthhee ccaassee ffoorr tthhee qquuootteedd eeqquuiittyy iinnvveessttmmeennttss tthhaatt tthhee
CCoommppaannyy hhoollddss.. SSeeccuurriittiieess iinn LLeevveell 22 aarree pprriicceedd uussiinngg eevvaalluuaatteedd pprriicceess ffrroomm aa tthhiirrdd ppaarrttyy vveennddoorr,, ttooggeetthheerr wwiitthh aa pprriiccee ccoommppaarriissoonn mmaaddee ttoo
eevvaalluuaatteedd sseeccoonnddaarryy aanndd tteerrttiiaarryy tthhiirrdd ppaarrttyy ssoouurrcceess,, iinncclluuddiinngg bbrrookkeerr qquuootteess aanndd bbeenncchhmmaarrkkss.. AAss aa rreessuulltt,, tthheessee iinnvveessttmmeennttss aarree ddiisscclloosseedd
aass LLeevveell 22 -- rreeccooggnniissiinngg tthhaatt tthhee ffaaiirr vvaalluueess ooff tthheessee iinnvveessttmmeennttss aarree nnoott aass vviissiibbllee aass qquuootteedd iinnvveessttmmeennttss aanndd tthheeiirr hhiigghheerr iinnhheerreenntt pprriicciinngg
rriisskk..

IInnvveessttmmeennttss iinncclluuddeedd aass LLeevveell 33 aarree pprriicceedd uussiinngg aa vvaalluuaattiioonn tteecchhnniiqquuee rreevviieewweedd bbyy tthhee BBooaarrdd ttaakkiinngg iinnttoo aaccccoouunntt,, wwhheerree aapppprroopprriiaattee,, llaatteesstt
ddeeaalliinngg pprriicceess,, bbrrookkeerr ssttaatteemmeennttss,, vvaalluuaattiioonn iinnffoorrmmaattiioonn aanndd ootthheerr rreelleevvaanntt ffaaccttoorrss..

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    Level 1         Level 2         Level 3                                             TToottaall
FFiinnaanncciiaall aasssseettss aatt ffaaiirr vvaalluuee                                                                                                                                                                                                                                                                                                                                                                              £’000           £’000            £’000                                           ££’’000000

FFiixxeedd iinnccoommee sseeccuurriittiieess                                                                                                                                                                                                                                                                                                                                                                                              4,512        175,853            8,484                              118888,,884499
EEqquuiittyy sshhaarreess                                                                                                                                                                                                                                                                                                                                                                                                                                              31,029                    –               380                                    3311,,440099
CCoonnvveerrttiibbllee bboonnddss                                                                                                                                                                                                                                                                                                                                                                                                                            4,038            6,445                   –                               –                               –            1100,,448833

AAss aatt 3300 JJuunnee 22002200                                                                                                                                                                                                                                                                                                                                                                                                                39,579        182,298            8,864                              223300,,774411

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    Level 1         Level 2         Level 3                                             TToottaall
FFiinnaanncciiaall aasssseettss aatt ffaaiirr vvaalluuee                                                                                                                                                                                                                                                                                                                                                                              £’000           £’000            £’000                                           ££’’000000

FFiixxeedd iinnccoommee sseeccuurriittiieess                                                                                                                                                                                                                                                                                                                                                                                              3,974        193,043            9,856                              220066,,887733
EEqquuiittyy sshhaarreess                                                                                                                                                                                                                                                                                                                                                                                                                                              32,732               459               534                                    3333,,772255
CCoonnvveerrttiibbllee bboonnddss                                                                                                                                                                                                                                                                                                                                                                                                                            4,285            8,151                   –                               –                               –            1122,,443366

AAss aatt 3300 JJuunnee 22001199                                                                                                                                                                                                                                                                                                                                                                                                                40,991        201,653          10,390                              225533,,003344

IIff tthhee mmaarrkkeett vvaalluuee ooff tthhee LLeevveell 33 iinnvveessttmmeennttss ffeellll bbyy 55%% ((22001199:: 55%%)),, tthhee iimmppaacctt oonn tthhee pprrooffiitt oorr lloossss aanndd tthhee nneett aasssseett vvaalluuee wwoouulldd hhaavvee bbeeeenn
nneeggaattiivvee ££00..4444 mmiilllliioonn ((22001199:: nneeggaattiivvee ££00..5522 mmiilllliioonn)).. IIff tthhee vvaalluuee ooff tthhee LLeevveell 33 iinnvveessttmmeennttss rroossee bbyy tthhee ssaammee aammoouunntt,, tthhee eeffffeecctt wwoouulldd hhaavvee
bbeeeenn eeqquuaall aanndd ooppppoossiittee..

IIFFRRSS 1133 rreeqquuiirreess ddiisscclloossuurree,, bbyy ccllaassss ooff ffiinnaanncciiaall iinnssttrruummeenntt,, iiff tthhee eeffffeecctt ooff cchhaannggiinngg oonnee oorr mmoorree iinnppuutt ttoo rreeaassoonnaabbllyy ppoossssiibbllee aalltteerrnnaattiivvee
aassssuummppttiioonnss wwoouulldd rreessuulltt iinn aa ssiiggnniiffiiccaanntt cchhaannggee ttoo tthhee ffaaiirr vvaalluuee mmeeaassuurreemmeenntt.. TThhee iinnffoorrmmaattiioonn uusseedd iinn ddeetteerrmmiinnaattiioonn ooff tthhee ffaaiirr vvaalluuee ooff
LLeevveell 33 iinnvveessttmmeennttss iiss cchhoosseenn wwiitthh rreeffeerreennccee ttoo tthhee ssppeecciiffiicc uunnddeerrllyyiinngg cciirrccuummssttaanncceess aanndd ppoossiittiioonn ooff tthhee iinnvveesstteeee ccoommppaannyy.. OOnn tthhaatt bbaassiiss tthhee
BBooaarrdd bbeelliieevvee tthhaatt tthhee iimmppaacctt ooff cchhaannggiinngg oonnee oorr mmoorree ooff tthhee iinnppuuttss ttoo rreeaassoonnaabbllyy ppoossssiibbllee aalltteerrnnaattiivvee aassssuummppttiioonnss wwoouulldd nnoott cchhaannggee tthhee ffaaiirr
vvaalluuee ssiiggnniiffiiccaannttllyy.. TThhee ffoolllloowwiinngg sshhoowwss aa rreeccoonncciilliiaattiioonn ffrroomm tthhee bbeeggiinnnniinngg ttoo tthhee eenndd ooff tthhee yyeeaarr ffoorr ffaaiirr vvaalluuee mmeeaassuurreemmeennttss iinn LLeevveell 33 ooff
tthhee ffaaiirr vvaalluuee hhiieerraarrcchhyy..

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       2020                                              22001199
LLeevveell 33 FFiinnaanncciiaall AAsssseettss                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              £’000                                           ££’’000000

OOppeenniinngg vvaalluuaattiioonn                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       10,390                                           99,,332255
PPuurrcchhaasseess aanndd ccoorrppoorraattee aaccttiioonnss                                                                                                                                                                                                                                                                                                                                                                                                                                                                              2,866                                           44,,881177
SSaalleess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            (1,812)                                                   ((2288))
UUnnrreeaalliisseedd ggaaiinnss//((lloosssseess))                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               562                                                ((555588))
RReeaalliisseedd lloosssseess                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      (1,632)                     –                    –
TTrraannssffeerrss oouutt ooff LLeevveell 33                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            (1,970)                       ((33,,116666))
TTrraannssffeerrss iinn ttoo lleevveell 33                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    460                      –                     –                     –

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            8,864                                     1100,,339900

CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200
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NNootteess ttoo tthhee FFiinnaanncciiaall SSttaatteemmeennttss Financial Statements

AAllll LLeevveell 33 ffiinnaanncciiaall aasssseettss aabboovvee hhaavvee bbeeeenn vvaalluueedd uussiinngg aa ssiinnggllee bbrrookkeerr qquuoottee wwiitthh tthhee eexxcceeppttiioonn ooff RR..EE..AA HHoollddiinnggss ppllcc CCWW 1155//0077//22002255 wwhhiicchh
wwaass vvaalluueedd uussiinngg mmuullttiippllee bbrrookkeerr qquuootteess ttoo ddeetteerrmmiinnee tthheeiirr ffaaiirr vvaalluuee..

TThhee CCoommppaannyy aallssoo hhoollddss aa nnuummbbeerr ooff ootthheerr LLeevveell 33 aasssseettss wwiitthh aa vvaalluuee ooff ££nniill..

DDuurriinngg tthhee yyeeaarr NNeeww LLooookk TTooppCCoo SShhaarreess aammoouunnttiinngg ttoo ££446600,,000000 wweerree ttrraannssffeerrrreedd iinnttoo LLeevveell 33 dduuee ttoo aa ddeeccrreeaassee iinn oobbsseerrvvaabbllee ddaattaa.. AAss aatt 3300
JJuunnee 22002200,, NNeeww LLooookk TTooppCCoo sshhaarreess wweerree vvaalluueedd aatt ££nniill ((3300 JJuunnee 22001199:: ££446600,,000000))..

OOaakkNNoorrtthh BBaannkk VVaarriiaabbllee 0011//0066//22002288 aammoouunnttiinngg ttoo ££11,,997700,,000000 wwaass ttrraannssffeerrrreedd oouutt ooff LLeevveell 33 ttoo LLeevveell 22 dduuee ttoo aann iinnccrreeaassee iinn oobbsseerrvvaabbllee ddaattaa..
AAss aatt 3300 JJuunnee 22002200,, OOaakkNNoorrtthh BBaannkk VVaarriiaabbllee 0011//0066//22002288 wwaass vvaalluueedd aatt ££11,,880000,,000000 ((3300 JJuunnee 22001199:: ££11,,997700,,000000))..

2233 TTrraannssaaccttiioonn wwiitthh tthhee MMaannaaggeerr aanndd RReellaatteedd PPaarrttiieess
TThhee BBooaarrdd aarree ccoonnssiiddeerreedd rreellaatteedd ppaarrttiieess..

AAllll ttrraannssaaccttiioonnss wwiitthh rreellaatteedd ppaarrttiieess aarree ccaarrrriieedd oouutt aatt aann aarrmm’’ss lleennggtthh bbaassiiss..

TThheerree aarree nnoo ootthheerr ttrraannssaaccttiioonnss wwiitthh tthhee BBooaarrdd ootthheerr tthhaann aaggggrreeggaatteedd rreemmuunneerraattiioonn ffoorr sseerrvviicceess aass DDiirreeccttoorrss aass ddiisscclloosseedd iinn tthhee DDiirreeccttoorrss’’
RReemmuunneerraattiioonn RReeppoorrtt oonn ppaaggee 2299 aanndd aass sseett oouutt iinn nnoottee 44 ttoo tthhee ffiinnaanncciiaall ssttaatteemmeennttss.. TThhee bbeenneeffiicciiaall iinntteerreessttss ooff tthhee DDiirreeccttoorrss iinn tthhee sshhaarreess
ooff tthhee CCoommppaannyy aarree ddiisscclloosseedd oonn ppaaggee 2222.. TThheerree aarree nnoo oouuttssttaannddiinngg bbaallaanncceess ttoo tthhee BBooaarrdd aatt tthhee yyeeaarr eenndd..

DDeettaaiillss ooff tthhee ffeeee aarrrraannggeemmeenntt wwiitthh tthhee IInnvveessttmmeenntt MMaannaaggeerr iiss ddiisscclloosseedd iinn nnoottee 33..

2244 SSuubbsseeqquueenntt EEvveennttss
TThhee BBooaarrdd hhaavvee eevvaalluuaatteedd ssuubbsseeqquueenntt eevveennttss ffoorr tthhee CCoommppaannyy tthhrroouugghh ttoo 1177 SSeepptteemmbbeerr 22002200,, tthhee ddaattee tthhee ffiinnaanncciiaall ssttaatteemmeennttss wweerree aavvaaiillaabbllee
ttoo bbee iissssuueedd,, aanndd hhaass ccoonncclluuddeedd tthhaatt tthhee mmaatteerriiaall eevveennttss lliisstteedd bbeellooww ddoo nnoott rreeqquuiirree aaddjjuussttmmeenntt ooff tthhee ffiinnaanncciiaall ssttaatteemmeennttss..

SShhaarree IIssssuueess
FFoolllloowwiinngg tthhee yyeeaarr eenndd tthhee CCoommppaannyy uunnddeerrttooookk aa ffuurrtthheerr tthhrreeee iissssuueess ooff sshhaarreess iissssuuiinngg,, iinn ttoottaall,, aann aaddddiittiioonnaall 33,,005500,,000000 oorrddiinnaarryy sshhaarreess ooff
nnoo ppaarr vvaalluuee ffoorr ttoottaall ccoonnssiiddeerraattiioonn ooff ££11..55 mmiilllliioonn.. AAss aatt tthhee ddaattee ooff tthhiiss rreeppoorrtt tthhee iissssuueedd sshhaarree ccaappiittaall ooff tthhee CCoommppaannyy wwaass 443355,,990011,,885588
oorrddiinnaarryy sshhaarree ooff nnoo ppaarr vvaalluuee..

DDiivviiddeenndd ddeeccllaarraattiioonn

TThhee ffoouurrtthh iinntteerriimm ddiivviiddeenndd ooff 11..4466 ppeennccee ppeerr sshhaarree wwaass aannnnoouunncceedd oonn 1166 JJuullyy 22002200 aanndd ppaaiidd oonn 2288 AAuugguusstt 22002200 ttoo sshhaarreehhoollddeerrss oonn tthhee rreeggiisstteerr
oonn 2244 JJuullyy 22002200,, hhaavviinngg aann eexx--ddiivviiddeenndd ddaattee ooff 2233 JJuullyy 22002200..

TThhee ffaaiirr vvaalluuee ooff LLeevveell 33 ffiinnaanncciiaall aasssseettss hhaass bbeeeenn ddeetteerrmmiinneedd bbyy rreeffeerreennccee ttoo vvaalluuaattiioonn tteecchhnniiqquueess ddeessccrriibbeedd iinn nnoottee 11((bb)) ooff tthheessee ffiinnaanncciiaall
ssttaatteemmeennttss.. TThhee LLeevveell 33 iinnvveessttmmeennttss aatt tthhee yyeeaarr eenndd aarree::

                                                                                                                                                                                                                                                                                                                                                            22002200                                                          22001199
                                                                                                                                                                                                                                                                                                                                                        ££’’000000                                                       ££’’000000

AAggggrreeggaatteedd MMiiccrroo 88%% 1177//1100//22003366                                                                                                                                                                                                                        77,,008811 ((11))                                         55,,226677        ((11))

OOaakkNNoorrtthh BBaannkk VVaarriiaabbllee 0011//0066//22002288                                                                                                              –                                                                                                               –  ((11))                                         11,,997700        ((11))

JJPPII MMeeddiiaa GGrroouupp SSeenniioorr NNootteess ((FFaacciilliittyy BB))                                                                                                                                                                                                 770099 ((11))                                         11,,773311        ((11))

JJPPII MMeeddiiaa GGrroouupp SSuuppeerr SSeenniioorr NNootteess ((FFaacciilliittyy AA))                                                                                         –                                                                                           –  ((11))                                               664444        ((11))

OOrroo SSGG PPTTEE LLttdd 1122%% 0088//0077//22002200                                                                                                                       –                                                                                                                        –  ((11))                                               224444        ((11))

FFaarraa HHoollddccoo LLiimmiitteedd NNPPVV                                                                                                                                                                                                                                                          116611 ((11))                                               333366        ((11))

JJPPII MMeeddiiaa GGrroouupp EEqquuiittyy                                                                                                                                                                                                                                                                     1144 ((11))                                               119988        ((11))

NNTT RRiigg HHoollddccoo 1122%% 2200//1122//22002211                                                                                                                                                                                                                                      669944 ((11))                             –                                      –         

RR..EE..AA HHoollddiinnggss PPllcc CCWW 1155//0077//22002255                                                                                                                                                                                                                          220055 ((22))                             –                                      –         

OOtthheerrss                                                                                                                                                                  –                                   –                                                                                                                                                                  –                                   –

                                                                                                                                                                                                                                                                                                                                              88,,886644                                                  1100,,339900

((11)) SSiinnggllee bbrrookkeerr qquuoottee,, llooww lliiqquuiiddiittyy
((22)) MMuullttiippllee bbrrookkeerr qquuootteess

AANNNNUUAALL RREEPPOORRTT 3300 JJUUNNEE 22002200 CCQQSS NNEEWW CCIITTYY HHIIGGHH YYIIEELLDD FFUUNNDD LLIIMMIITTEEDD
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Glossary of Terms and Definitions
AIC Code Association of Investment Companies of Corporate Governance published in February 2019.

Alternative Performance Alternative performance measures are numerical measures of the Company’s current, historical or
Measures (“APMs”) future performance, financial position or cash flows, other than financial measures defined or specified

in the applicable financial framework. The Company’s applicable financial framework includes IFRS and
the AIC SORP.

Annual dividend per ordinary The total amount of dividends declared for every issued ordinary share over the Company’s financial
share year.r.r

Company CQS New City High Yield Fund Limited

Dividend cover Earnings per share divided by dividends per ordinary share expressed as a ratio.

Dividend yield The annual dividend per share expressed as a percentage of the share price (bid price).

FRN Floating Rate Note.

Gearing The level of borrowing that the Company has undertaken. Represented by total assets (being total assets
less current liabilities (excluding borrowings)) less all cash, expressed as a percentage of shareholders’
funds (being the Net Asset Value of the Company) minus 100.

Net Asset Value or NAVAVA and The value of total assets less total liabilities. Liabilities for this purpose included current and long-term
NAVAVA per ordinary share liabilities. To calculate the net asset value per ordinary share, the net asset value divided by the number

of shares in issue produces the net asset value per share.

Ongoing Charges Ratio A measure of all operating costs incurred in the reporting period, calculated as a percentage of average
(calculated using AIC guidance) net assets in that year.r.r Operating costs exclude costs suffered within underlying investee funds, costs of

buying and selling investments, interest costs, taxation and the costs of buying back or issuing ordinary
shares.

Premium or discount The amount by which the market price per share of an investment company is higher or lower than the
net asset value per share. The discount or premium is expressed as a percentage of the net asset value
per share.

Prior Charges The name given to all borrowings including debentures, loan and short term loans and overdrafts that are
to be used for investment purposes, reciprocal foreign currency loans, currency facilities to the extent
that they are drawn down, index-linked securities, and all types of preference or preferred capital and the
income shares of split capital trusts, irrespective of the time until repayment.

Revenue reserve per ordinary Revenue earnings (which includes dividends paid out during the year) divided by the weighted average
share number of ordinary shares in issue during the financial year, expressed as a percentage.

Revenue reserve per ordinary Revenue reserve (which includes dividends paid out during the year) divided by the number of ordinary
share (after recognition of shares at the balance sheet date, expressed as a percentage.
annual dividends)

SME Small and medium-sized enterprises.

Total Return The return to shareholders calculated on a per share basis by adding dividends paid and declared in the
period to the increase or decrease in the share price (bid) or net asset value. The dividends are assumed
to have been reinvested in the form of ordinary shares or net assets.

CQS NEW CITY HIGH YIELD FUND LIMITED ANNUAL REPORT 30 JUNE 2020
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ANNUAL REPORT 30 JUNE 2020 CQS NEW CITY HIGH YIELD FUND LIMITED

Alternative Performance Measures
In accordance with ESMA Guidelines on APMs the Board has considered what APMs are included in the Annual Financial Report and Financial
Statements which require further clarification.

The Company uses the following APMs (as described below) to present a measure of profitability which is aligned with the requirements of
our investors and potential investors, to draw out meaningful data around revenues and earnings, and to provide additional information not
required for disclosure under accounting standards:

• Premium or discount

• Annual dividend per ordinary share

• Dividend yield

• Dividend cover

• Revenue earnings per ordinary share

• Revenue reserves per ordinary share

• NAVAVA total return

• Ordinary share price total return

• Ongoing charges ratio

• Gearing

All APMs relate to past performance. The following tables detail the methodology of the Company’s APMs.

Premium or discount
The amount by which the market price per share of an investment company is higher or lower than the net asset value per share. The discount
or premium is expressed as a percentage of the net asset value per share.

                                                                                                                                                                                                                    2020                           2019

Share price (bid price)                                                                                                                                                  a               47.40p                       59.80p
NAVAVA per share                                                                                                                                                                b               47.52p                       55.19p

(Discount)/Premium                                                                                                                                                (a-b)/b              (0.25%)                         8.35%

Annual dividend per ordinary share
The total amount of dividends declared for every issued ordinary share over the Company’s financial year.r.r

Dividend History                                                                        Rate                              xd date                            Record date                        Payment date

First interim 2020                                                                  1.00p              24 October 2019                    25 October 2019               29 November 2019
Second interim 2020                                                              1.00p              23 January 2020                    24 January 2020                 28 February 2020
Third interim 2020                                                                  1.00p                    23 April 2020                         24 April 2020                          29 May 2020
Fourth interim 2020                                                               1.46p                     23 July 2020                           24 July 2020                     28 August 2020

Annual dividend per ordinary share                                    4.46p                                                                                                                                                 

First interim 2019                                                                  1.00p              25 October 2018                    26 October 2018               30 November 2018
Second interim 2019                                                              1.00p              24 January 2019                    25 January 2019                 28 February 2019
Third interim 2019                                                                  1.00p                    25 April 2019                         26 April 2019                          31 May 2019
Fourth interim 2019                                                               1.45p                     25 July 2019                           26 July 2019                     30 August 2019

Annual dividend per ordinary share                                    4.45p                                                                                                                                                 

Dividend yield
The annual dividend per ordinary share expressed as a percentage of the share price (bid price).

                                                                                                                                                                                                                    2020                           2019

Annual dividend per ordinary share                                                                                                                           a                 4.46p                         4.45p
Share price (bid price)                                                                                                                                                  b               47.40p                       59.80p

Dividend yield                                                                                                                                                                  a/b                9.41%                         7.44%
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Dividend cover
Earnings per share divided by the annual dividend per ordinary share expressed as a ratio.

                                                                                                                                                                                                                    2020                           2019

Earnings per ordinary share                                                                                                                                       a                 4.59p                         4.49p
Annual dividend per ordinary share                                                                                                                           b                 4.46p                         4.45p

Dividend cover                                                                                                                                                                 a/b                  1.03x                          1.01x

Revenue earnings per ordinary share
Revenue earnings (which includes dividends paid out during the year) divided by the weighted average number of ordinary shares in issue
during the financial year, expressed as a percentage.

                                                                                                                                                                                                                    2020                           2019

Revenue earnings per ordinary share                                                                                                                       a     £19,666,000              £18,363,000
Ordinary shares in issue                                                                                                                                              b      428,002,951              408,895,008

Revenue earnings per ordinary share                                                                                                           (a/b)*100                 4.59p                          4.49p

Revenue reserves per ordinary share
Revenue reserve (which includes dividends paid out during the year) divided by the number of ordinary shares at the balance sheet date,
expressed as a percentage.

                                                                                                                                                                                                                    2020                           2019

Revenue reserve per ordinary share                                                                                                                          a     £17,982,000              £17,294,000
Ordinary shares in issue                                                                                                                                              b      432,851,858              422,401,858

Revenue reserves per ordinary share                                                                                                            (a/b)*100                 4.15p                          4.09p

NAVAVA and ordinary share price total return
The return to shareholders calculated on a per share basis by adding dividends paid and declared in the period to the increase or decrease
in the share price (bid) or net asset value. The dividends are assumed to have been reinvested in the form of ordinary shares or net assets.

                                                                                                                                                                    Annual dividend                                                     Share
2020                                                                                                                                                                      per share                    NAVAVA                  price (bid)

30 June 2019                                                                                                                                                             N/A                 55.19                         59.80
30 June 2020                                                                                                                                                          4.46p                 47.52                         47.40

Capital return                                                                                                                                                                                    (13.89)%                    (20.74)%

Effect of dividend reinvestment                                                                                                                                                    7.67%                        6.60%

Total return                                                                                                                                                                                          (6.22)%                    (14.14)%

                                                                                                                                                                    Annual dividend                                                     Share
2019                                                                                                                                                                      per share                    NAVAVA                  price (bid)

30 June 2018                                                                                                                                                             N/A                 57.63                         61.60
30 June 2019                                                                                                                                                          4.45p                 55.19                         59.80

Capital return                                                                                                                                                                                      (4.23)%                      (2.92)%

Effect of dividend reinvestment                                                                                                                                                   7.91%                        7.58%

Total return                                                                                                                                                                                            3.68%                         4.66%

191531_NCityAR20 Txt PRINT.qxp_191531_NCityAR20 Txt V5  22/10/2020  14:39  Page 54



Glossary of Terms and Definitions Supplemental Information and Annual General Meeting

55

ANNUAL REPORT 30 JUNE 2020 CQS NEW CITY HIGH YIELD FUND LIMITED

Ongoing charges
A measure of all operating costs incurred in the reporting period, calculated as a percentage of average net assets in that year.r.r Operating
costs exclude costs suffered within underlying investee funds, costs of buying and selling investments, interest costs, taxation and the costs
of buying back or issuing ordinary shares.

                                                                                                                                                                                                                    2020                           2019

Average NAVAVA                                                                                                                                                                   a      223,518,807              226,064,325
Operating expenses per Statement of Comprehensive Income                                                                                        2,754,552                  2,801,067
Ineligible expenses                                                                                                                                                                    (101,813)                     (98,844)
Operating expenses                                                                                                                                                      b          2,652,739                  2,702,223

Ongoing charges figure (calculated using the AIC methodology)                                                                       b/a                1.19%                         1.20%

Gearing
The level of borrowing that the Company has undertaken. Represented by total assets (being total assets less current liabilities (excluding
borrowings)) less all cash, expressed as a percentage of shareholders’ funds (being the Net Asset Value of the Company) minus 100.

                                                                                                                                                                                                                    2020                           2019
                                                                                                                                                                                                                   £'000                          £'000

Total assets                                                                                                                                                                                   243,476                     265,021
Current liabilities (excluding borrowings)                                                                                                                                 (6,797)                       (3,894)
Cash and cash equivalents                                                                                                                                                           (2,853)                       (5,837)

Total                                                                                                                                                                                 a             233,826                      255,290

                                                                                                                                                                                           

Net Asset Value                                                                                                                                                             b             205,679                     233,127

Gearing                                                                                                                                                           ((a/b)-1)*100        13.68%                         9.51%
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Resolution 1: Annual Financial Statements and Directors' and Auditor's Reports

The Directors are required to lay before the AGM copies of the Company's most recent Annual Financial Statements and the Directors’ Report
and Auditor's Report in respect of the financial year.r.r Shareholders will be given an opportunity at the meeting to ask questions on these items
before being invited to receive them.

Resolution 2: Remuneration Report

As a Jersey domiciled Company, the Directors are not required to present the Company’s remuneration policy to shareholders at the AGM. In
line with best practice, however, the Directors present the Board’s remuneration report as contained in the Company’s Annual Financial
Statements to shareholders for approval.

Resolution 3: Dividend Policy

To approve the Company’s dividend policy as detailed on page 22.

Resolutions 4 to 8: Re-election, and appointment of Directors

In accordance with the recommendations of the AIC Code of Corporate Governance (the “AIC Code”), all Directors submit themselves for
annual re-election at the AGM.

Resolution 9: Re-appointment and remuneration of the Auditor

Shareholders are requested to approve the reappointment of the Company’s Auditor, KPMG Channel Islands Limited, each year and are asked
to give Directors the authority to determine the Auditor’s remuneration. KPMG Channel Islands Limited has expressed its willingness to
continue as Auditor of the Company.

Resolution 10: Continuation Vote

In accordance with the Articles of Association this resolution proposes to continue the Company as an investment company. In the event that
the resolution is not passed the Board would put forward further proposals at an extraordinary general meeting to liquidate or reconstruct
the Company.

Resolution 11: Directors’ Authority to Allot Shares

Under the Articles the Directors are required to seek a disapplication of pre-emption rights from shareholders before issuing new shares on
a non pre-emptive basis. In order to continue with its programme of new share issues, your Board is therefore also proposing that the annual
disapplication of preemption rights authority is given to the Directors so that they may continue to issue shares as and when appropriate is
renewed. Accordingly, Resolution 11 proposes a renewal of the disapplication of the pre-emption rights in respect of 10% of the ordinary
shares in issue, set to expire on the earlier of eighteen months from the date of the resolution or at the conclusion of the Annual General
Meeting to be held in 2020.

New ordinary shares will not be issued at a price less than the prevailing net asset value per ordinary share, after taking into account any
costs incurred by the Company in connection with such issue. Any issues of new ordinary shares will be carried out in accordance with the
Listing Rules.

Resolution 12: Directors’ Authority to Buy Back Shares

The current authority of the Company to make purchases of up to approximately 14.99% of its issued capital expires at the end of the Annual
General Meeting and Resolution 12 seeks renewal of such authority until the next Annual General Meeting (or the expiry of fifteen months
from the date of the passing of the resolution, if earlier). The maximum and minimum prices to be paid for shares are set out in Resolution
12. This power will be exercised only if, in the opinion of the Directors, a repurchase would result in an increase in net asset value per share
and would be in the best interests of shareholders as a whole. Any shares purchased under this authority will either be held in treasury or
cancelled.
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ANNUAL REPORT 30 JUNE 2020 CQS NEW CITY HIGH YIELD FUND LIMITED

Notice is hereby given that the eleventh Annual General Meeting of
CQS New City High Yield Fund Limited will be held at 11.00 a.m. at
IFC1, The Esplanade, St. Helier, Jersey, JE1 4BP on 3 December
2020 for the following purposes:

To consider and, if thought fit, pass resolutions 1 to 10 as ordinary
resolutions and resolutions 11 and 12 as special resolutions:

Ordinary Business

1. To receive the Annual Financial Statements of the Company
and the reports of the Directors and Auditor for the year
ended 30 June 2020.

2. To approve the Directors’ Remuneration Report for the year
ended 30 June 2020.

3. To approve the Company’s Dividend Policy.

4. That Caroline Hitch be re-elected as a Director of the
Company.

5. That Duncan Baxter be re-elected as a Director of the
Company.

6. That Wendy Dorman be re-elected as a Director of the
Company.

7. That John Newlands be re-elected as a Director of the
Company.

8. That Ian Cadby be re-elected as a Director of the Company.

9. To re-appoint KPMG Channel Islands Limited as Independent
Auditor and that the Directors be authorised to determine
their remuneration.

10. That, pursuant to Article 164 of the Company’s Articles of
Association, the Company shall continue as an investment
Company until the conclusion of the next Annual General
Meeting of the Company.

Special Business

11. That, the Company be authorised to issue equity securities
for cash, including by way of a sale of ordinary shares held by
the Company as treasury shares, in such amount as
represents up to 10% of the Company’s issued share capital
as at the date of the passing of this resolution, provided that
such authorisation shall expire (unless and to the extent
previously revoked, varied or renewed by the Company in
general meeting by Ordinary Resolution) at the earlier of the
conclusion of the annual general meeting of the Company to
be held in 2021 or eighteen months from the date of this
resolution but so that this power shall enable the Company
to make offers or agreements before such expiry which
would or might require equity securities to be issued after
such expiry and the directors of the Company may issue
equity securities in pursuance of any such offer or
agreement as if such expiry had not occurred.

12. That, pursuant to Article 57 of the Companies (Jersey) Law
1991, the Company be generally and unconditionally
authorised to make one or more market purchases of
ordinary shares of no par value in the capital of the Company
( ordinary shares ) provided that:

(i) the maximum aggregate number of ordinary shares
authorised to be purchased shall be equal to 14.99% of
the total issued share capital of the Company on the
date at which the resolution is passed;

(ii) the minimum price which may be paid for an ordinary
share is 1p;

(iii) the maximum price which may be paid for an ordinary
share is an amount equal to the higher of:

(a) 105% of the average of the middle market
quotations for an ordinary share as derived from the
Daily Official List of the London Stock Exchange for the
five business days immediately preceding the day on
which the ordinary share is purchased; and

(b) the higher of (1) the price of the last independent
trade in ordinary shares and (2) the highest current
independent bid for ordinary shares on the London
Stock Exchange’s Main Market;

(iv) any ordinary shares to be purchased may be cancelled
or held as treasury shares in accordance with the
Companies (Jersey) Law, 1991, provided that the
Company shall not hold as treasury shares more than
10% of the aggregate number of ordinary shares in
issue at any one time;

(v) this authority expires at the conclusion of the next
Annual General Meeting of the Company after the
passing of this resolution or fifteen months from the
date of the passing of this resolution, whichever is
earlier;

(vi) the Company may make a contract to purchase
ordinary shares under this authority before the expiry
of the authority which will or may be executed wholly or
partly after the expiry of the authority, and may make a
purchase of ordinary shares in pursuance of any such
contract; and

(vii) the Directors provide a statement of solvency in
accordance with Articles 55 and 57 of the Companies
(Jersey) Law, 1991.

.

By Order of the Board

BNP Paribas Securities Services
Company Secretary

17 September 2020
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Notes:

1. Information about this meeting is available from the
Company’s website; www.ncim.co.uk

2. As a member who is entitled to attend and vote at this meeting
you are entitled to appoint one or more proxies to exercise all
or any of your rights to attend, speak and vote on your behalf.
Such a proxy need not also be a member of the Company. YoYoY u
may appoint more than one proxy provided each proxy is
appointed to exercise rights attached to different shares. YoYoY u
may not appoint more than one proxy to exercise the rights
attached to any one share.

3. A form of proxy is enclosed for use at the meeting. To be valid,
the proxy card and any power of attorney or other authority, if
any, under which it is signed, or a certified copy thereof must
be lodged with the Company’s registrar, Computershare
Investor Services (Jersey) Limited, c/o The Pavilions,
Bridgewater Road, Bristol BS99 6ZY at least 48 hours before
the meeting.

4. Completion of the proxy card will not prevent a shareholder
from attending the meeting and voting in person.

5. Pursuant to Article 40 of the Companies (Uncertificated
Securities) (Jersey) Order 1999, the Company has specified
that only those shareholders registered on the register of
members of the Company as at 6.00 pm on 29 November 2020,
or in the event that the meeting is adjourned, on the register of
members 48 hours before the time of the meeting, shall be
entitled to attend and vote at the meeting in respect of the
number of shares registered in their name at that relevant
time. Changes to entries on the register of members after 6.00
pm on 29 November 2020, or in the event that the meeting is
adjourned to a later time, on the register of members 48 hours
before the time of any adjourned meeting, shall be disregarded
in determining the rights of any person to attend and vote at
the meeting.

Electronic receipt of proxies

6. To appoint one or more proxies or give an instruction to a proxy
(whether previously appointed or otherwise) via the CREST
system, CREST messages must be received by the Company’s
agent (ID number 3RA50) no later than the 1 December 2020 at
11am. For this purpose, the time of receipt will be taken to be
the time (as determined by the timestamp generated by the
CREST system) from which the issuer’s agent is able to
retrieve the message. The Company may treat as invalid a
proxy appointment sent by CREST in the circumstances set out
in Regulation 35(5)(a) of the Uncertificated Securities
Regulations 2001 or the relevant provisions of the Companies
(Uncertificated Securities) (Jersey) Order 1999. Instructions on
how to vote through CREST can be found on the website
www.euroclear.r.r com

CQS NEW CITY HIGH YIELD FUND LIMITED ANNUAL REPORT 30 JUNE 2020
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Risk management systems
The Company’s Offering Memorandum sets out the risks to which the Company is exposed. The Investment Manager employs risk
management disciplines which monitor the Company’s portfolio and to quantify and manage the associated market and other risks. A
permanent independent department has been established by the Investment Manager to perform the risk management function. The risk
management and performance analysis team (“RMPA”) is led by the Chief Risk Officer and is functionally and hierarchically separate from the
operating units of the portfolio managers of the Company.

RMPA is a dedicated control function over the operating units of the Investment Manager and is not involved in the performance activities of
the Company. RMPA has designed, documented and implemented effective risk management policies, processes and procedures in order to
identify, quantify, analyse, monitor, report on and manage all material risks relevant to the Company’s investment strategy. The systems
include third party vendor applications such as Tradar, Sungard Front Arena and MSCI Risk Metrics, complemented with a number of
proprietary applications.

Material changes to information required to be made available to investors of the Company
No material changes.

Assets of the Company subject to special arrangements arising from their illiquid nature
There are no assets of the Company which are subject to special arrangements arising from their illiquid nature.

Remuneration
The AIFM has adopted a remuneration policy which meets the requirements of the Directive and has been in place for the current financial
year of the Company. The variable remuneration period of the AIFM ended on 31 December 2019 and therefore does not coincide with the
financial year of the Company.

The remuneration process is overseen by the remuneration committee (comprised predominately of independent non-executive parties). An
internal working group encompassing senior management is responsible for gathering relevant information (both quantitative and qualitative)
to evaluate the performance (both short and long term) of individuals, teams and the AIFM as a whole, against external market benchmarks
and to utilise this to develop proposals for fixed and variable remuneration for all staff. The remuneration committee receives these proposals
and the supporting information and is responsible for independently reviewing and scrutinising the proposals and evidence provided in line
with the AIFM’s stated objectives and developing its final recommendations for delivery to the governing body of the AIFM and other entities
associated with the AIFM.

The variable remuneration of all staff in excess of a threshold, which includes those individuals categorised as remuneration code staff (“code
staff”), is subject to the following:

• deferred payment of up to 50% of the variable remuneration for a period of 3 years,

• deferred remuneration is linked to funds managed by the AIFM,

• the breaching of certain covenants may lead to forfeiture of deferred remuneration, and

• a claw-back provision of deferred remuneration in certain circumstances including future performance issues by the individuals.

The below information provides the total remuneration paid by the AIFM (and any delegates) for the year ending, December 31, 2019. This has
been presented in line with the information available to the Company. There is no allocation made by the AIFM to each AIF and as such the
disclosure reflects the remuneration paid to individuals who are partly or fully involved in the AIF, as well as staff of any delegate to which the
firm has delegated portfolio management and/or risk management responsibilities in relation to the AIF.

Of the total AIFM remuneration paid of $123.5m for the year ending December 31, 2019 to 207.2 individuals (full time equivalent), $35.4m has
been paid as fixed remuneration determined based upon the FCA guidance with the remainder being paid as variable remuneration.

The AIFM has assessed the members of staff whom it determines to be code staff in line with AIFMD as reflected in SYSC 19b.3.4R. Senior
management and staff engaged in the control functions are identified based upon their roles and responsibilities within the AIFM and the
delegates. With respect to investment professionals, in determining whether such staff are code staff, due consideration is taken of the
allocated capital and trading limits that apply to the funds managed and whether the individuals report into and seek consent for investment
decisions from others who are themselves code staff. There are 19.4 individuals (full time equivalent) who meet this definition and these
individuals have collectively been compensated $74.1m.

Not all individuals are directly remunerated by the AIFM due to the structure of the AIFM entity, however in the interests of meeting the
underlying requirement of this disclosure all staff involved have been assessed as if directly remunerated by the AIFM.

Report of the UK Investment Adviser Relating to Matters
under the Alternative Investment Fund Managers’ Directive
(unaudited) 
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Corporate Information

CQS NEW CITY HIGH YIELD FUND LIMITED ANNUAL REPORT 30 JUNE 2020

Corporate Information General Information and Annual General Meeting

Registered Number
95691

Registered Office
CQS New City High Yield Fund Limited
IFC1
The Esplanade
St Helier
Jersey JE1 4BP

Directors
Caroline Hitch (Chair)
Duncan A H Baxter
Ian Cadby
Wendy Dorman
John E Newlands

Investment Manager*
CQS (UK) LLP
1 Strand
London
WC2N 5HR

AIFM
CQS (UK) LLP
1 Strand
London
WC2N 5HR

Company Secretary and Administrator
Custodian Bankers and Depositary
BNP Paribas Securities Services S.C.A. Jersey Branch
IFC1
The Esplanade
St Helier
Jersey JE1 4BP

Registrars
Computershare Investor Services (Jersey) Limited
Queensway House, Hilgrove Street
St. Helier, Jersey JE1 1ES
Channel Islands

Financial Adviser and Corporate Broker
Nplus1 Singer
1 Bartholomew Lane
London
EC2N 2AX

Independent Auditor
KPMG Channel Islands Limited
37 Esplanade
St Helier
Jersey JE4 8WQ

Jersey Lawyers to the Company
Ogier
Ogier House, The Esplanade
St. Helier
Jersey, JE4 9WG
Channel Islands

UK Solicitors to the Company
Dentons UK and Middle East LLP
One Fleet Place,
London EC4M 7WS

Website
www.ncim.co.uk

ISIN
JE 00B1LZS514

Shareholder Information

Net Asset Value/Share Price

The net asset value of the Company’s ordinary shares may be
obtained by contacting CQS on 0207 201 6900 or by email at
clientservice@cqsm.comq or alternatively by visiting the
Company’s web site at www.ncim.co.uk.

*With effect from 18 September 2019.
See note 3 for further information.
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