This is a Marketing Copy authorised by Allenbridge


























Manager: Puma, which trades under the name Puma Investments, is an investment manager/advisor
of tax efficient investments across Venture Capital Trusts (“VCTs”), Enterprise Investment Schemes
(“EIS”) and Business
illion of tax efficient products (primarily VCTs) as at December
million of assets under
management as at Nov 2017. We feel that the group is well resourced with regard to the level of
funds under management, fund raising and deal flow.



Puma has a built a strong profile in the tax-advantaged space; it has a wide product range
with a majority of its AUM in VCTs. Also, being part of a larger, listed group company has
enhanced Puma’s stature in the market;



The fundraising has grown strongly throughout the years, underpinned by the growth in the
product portfolio;



The regional offices based across the UK and overseas allows Puma to source deal flow and
maintain local relationships;



The Manager is profitable and has consistently delivered a strong positive financial
performance. It has a healthy balance sheet with no external debt obligations. Similarly, SCG is
a well-capitalised firm with a strong balance sheet and substantial cash balances;



SCG and the Manager both have strong senior management teams and operate with good
governance protocols.



The Team is very well-resourced and has a largely relevant mix of experience from executing a
similar mandate. Furthermore, the composition of the team has, to date, been stable with low
employee turnover;



The Team has 14 years of experience of investing in SMEs and evaluating management teams
from managing previous VCT and EIS products;



Puma has demonstrated a pipeline that appears sufficient to satisfy the expected level of
fundraising, although we note that this portfolio is biased towards investments similar to
those in the existing EIS;



Puma has a comprehensive investment process with a good level of due diligence, good
governance around decision-making and a diverse deal sourcing channel;



Puma provided us with evidence of their investment and due diligence process, we found
these to be highly detailed and appropriate for the execution of the strategy;



All investments require HMRC advanced assurance before any funds are deployed, we regard
this as a prudent step to ensure tax relief is acquired;



The Manager has adopted a suitable level of risk management, through a combination of preinvestment work and a rigorous monitoring regime;



As is common for EIS Funds of this type, this Product has a performance fee. The most similar
products offered by competitors tend to pay out the performance fee on all excess returns,
whereas the Puma Alpha EIS has a hurdle rate of 105%;



The Manager will charge the Fund’s fees to the underlying companies where possible, this will
benefit investors by ensuring a higher proportion of capital subscribed is eligible for tax relief.



The majority of Puma’s product offering is focused on tax-advantaged investments and as
such it is prone to changes in legislation. However, SCG has a diversified business mix, with a
diverse set of financial businesses, which provides some comfort albeit if Puma were to
become unprofitable there are no guarantees of ongoing support from SCG;



Whilst being part of a wider group has advantages, it can also lead to potential conflicts
between the different business lines and issues arising in another part of the group might
impact on Puma.



The portfolio has no formal limitations on sector exposure, either via the number of
investments or the proportion of an investor’s portfolio that they make up. Although investors
will be allocated to at least three companies the portfolio could still become heavily
concentrated in one sector and may not deliver much risk diversification. Therefore the Fund
should only be considered as part of a wider portfolio;



Puma has a track record from its previous EIS service and the Puma VCTs, although the move
towards a growth focus and lack of balance sheet requirements means that previous Puma
products may not serve as a good indicator of Puma’s ability to execute the strategy;



The Fund has a return target that is significantly lower than comparable growth EIS products.
The overall portfolio return target is 1.5x over 7 years, equating to an IRR of just 6%, although
we acknowledge that this return target is in part due to the lower risk nature of this particular
growth strategy and a conservative prediction of overall performance;



The Investment Team may be required to work on investments that are in sectors that differ
from their previous experience due to the adoption of a new strategy. This is mitigated by
recent hiring of personnel with more general SME investment experience;



Puma would be able to co-invest alongside other funds or entities managed or advised by
Shore Capital Group. While this may enable the Manager to invest in a broader range of
transactions and of a larger scale than it might have otherwise, it can also present conflicts of
interest whereby one group of investors could be favoured over another;



We have reviewed the Manager’s conflicts of interest policy and note that allocations between
funds, co-investments and follow on investments are not explicitly addressed. Instead, these
issues are covered in offer documents and all Puma managed funds have independent
oversight committees to protect investor interests;



The target holding period of up to seven years means investors will not be in a position to
reinvest at the end of the minimum holding period for EIS investments. However, this is not
uncommon for a growth EIS strategy;



The initial fee charged is quite high, although we note that the fund does not charge
arrangement fees and this initial fee may not impact tax relief available providing the
Manager is able to pass on the cost to investee companies.

Puma, which trades under the name Puma Investments, is an investment manager/advisor of tax
efficient investments across Venture Capital Trusts (“VCTs”), Enterprise Investment Schemes (“EIS”)
and Business Relief qualifying Inheritance Tax investment products (“IHTs” or “BRs”). Puma
managed/advised in excess of £230 million1 of tax efficient products (primarily VCTs) as at
December 2017. AUM has been growing steadily since inception. Puma is part of the AIM listed
Shore Capital Group (“SCG”) and a partially owned subsidiary, with management holding the
balance of the shares.
The Shore Capital Group (“SCG” or “the Group”) was founded in 1985 and has three separate
business lines: Equity Capital Markets (“ECM”), Asset Management (“AM”) and a principal finance
division, which seeds funds and makes other investments. ECM is the Group’s stockbroking,
corporate finance and research division. The AM division has over £870 million of assets under
management, primarily institutional assets focused on real estate.
We feel that the group is well resourced with regard to the level of funds under management,
fund raising and deal flow.
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CHART 1:
PUMA AUM AS AT 31 DECEMBER 2017
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The largest constituents of Puma’s AUM are VCTs as the other products are relatively new
additions to their product suite; the Manager launched its BR and previous EIS products in 2013
and 2014 respectively. During our conversations with the management, it became clear that Puma
is trying to grow its tax-advantaged product offering as well as non-tax advantaged products, as
evidenced by the new product launches. The most recent of these launches is the Puma Alpha EIS,
under review here. In addition, it is also seeking to expand its property finance business which is
non-tax advantaged.
1

All puma VCTs are structured as limited life VCTs.

CHART 2:
AUM BREAKDOWN OF PUMA AS AT 31 DECEMBER 2017
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Others: Puma Social Care Investments Ltd and Specialist Investment Properties Plc had an AUM of £25 million and £7 million respectively

Puma has raised over £357 million in funds; between 2013 and 2016, the overall fundraise had
risen a by CAGR circa 27%. As noted earlier, the continual expansion in the product portfolio
underpins the growth in fundraise. Puma VCT 11 was the largest fundraise for a limited life VCT
launched in the 2014/15 tax year. However, during the 2016/17 tax year Puma did not launch a
new VCT which led to a decline in fundraising.
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CHART 3:
PUMA FUNDRAISING TRACK RECORD
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The Manager has a client servicing team which deals with queries from intermediaries or clients
and is able to draw upon further resources from the wider Shore Capital team. Most of the
members have previous experience of tax-advantaged products. Given the AUM, a team of this
size appears appropriate. Investor communications vary from product to product. Puma Heritage
provides a Quarterly Investor Update to all shareholders. For the VCTs they will also notify when
dividends are paid and provide updates on recent transactions in the annual and interim reports,
the manager also sends emails providing transaction details. Valuations are provided by PI
Administration Services Ltd. In addition, to the annual and interim statements they will also
publish the monthly NAV.
According to Puma’s disclosure, as provided to Allenbridge during our review, Puma had no
investor complaints in the past 12 months to 30 January 2018.
Both Puma and SCG have strong brand presence in their respective markets; the group has been
in operation for over 30 years. SCG is one of the largest market makers on AIM (by value and
volume). Investors can take comfort from the fact that Puma forms part of a large, well-capitalised
and experienced asset management, market making and corporate finance parent. That said, by its
very nature, the heavy concentration in tax-advantaged products means that it is exposed to the
risk of legislative changes significantly affecting its product range and ability to raise funds.

Puma is a profitable and a growing business. It generates revenue mainly from tax-advantaged
products, this includes management fees, arrangement fees etc. Over the past three years, revenue
had increased by a CAGR of 52% owing to the strong growth in fundraise. Equally, overall
expenses had been increasing; total costs rose by more than three-folds in 2016. Staff costs, which
accounted for a majority of the expenses, rose sharply due to the increase in headcount. Puma
had a healthy balance sheet with no external debt obligations. Additionally, it calls upon the
resources of SCG, which is well-capitalised and profitable.
The tables shown below depict the financial metrics of Puma Investment Management Limited and
SCG.
TABLE 1:
KEY FINANCIAL METRICS SUMMARY OF PUMA
(£'000)

2013

2014

2015

2016

3-year
CAGR (%)

Revenue

1,978

3,856

6,014

6,893

52%

94.94

55.96

14.62

1,532

2,831

4,470

5,444

0.77

0.73

0.74

0.79

343

805

1,232

1,159

17.34

20.88

20.49

16.81

704

1,199

1,803

1,770

Current Ratio

2.60

3.42

2.94

3.74

Total Debt/Equity

0.00

0.00

0.00

0.00

Total Assets/Liabilities

2.60

3.42

2.94

3.74

Revenue growth (%)

Costs
Cost to Income ratio

Net Profit
Net Profit Margin (%)

Net Assets

53%

50%

36%

Source: Financial Statements of Puma Investment Management Limited for year ending December 2014, 2015 and 2016

TABLE 2:
KEY FINANCIAL METRICS SUMMARY OF SCG
(£'000)

2013

2014

2015

2016

Revenue

35,765

40,575

39,408

41,952

Net Profit

4,309

6,505

10,695

1,851

Net Assets

68,962

72,421

67,042

67,085

Source: Annual report of Shore Capital Group for year ending December 2014, 2015 and 2016

Unlike some tax-advantaged service providers (who offer only one or two types of tax-advantaged
products), Puma offers a wide array of funds which is advantageous as it can generate income
from a multitude of sources. Nonetheless, as noted earlier, the heavy concentration in the taxadvantaged space exposes Puma to changes in tax regulations—the rules pertaining to taxadvantaged products have changed regularly over the past few years, although Puma has ridden
out previous rule changes and have long experience in the area, with the Patient Capital Review
(“PCR”) being the most radical change in recent decades. The recent Budget announcement, of
which the PCR was the most important part from the perspective of the tax-advantaged sector, as
expected by many declared its aim to halt low-risk investments and promote investor capital into
high-growth businesses via tax-advantaged investment vehicles2. The Review, which asks investors
to take at least as much risk as they might stand to gain (including the additional tax relief) will
likely curtail some of the more asset-backed and lower-risk strategies in the marketplace, for
example. Nevertheless, Puma’s parent is not reliant on tax-advantaged products as it offers a
number of different services, which gives some comfort, albeit there are no guarantees that SCG
would continue to support Puma if it became unprofitable. We note that Howard Shore and
Graham Shore own more than 50% of SCG whilst the remainder is in public hands. Puma, during
our on-site due diligence meeting, stated that it expects no changes in key personnel. Puma
informed us that it will continue to hire personnel in order to facilitate business expansions.
At the time of writing, the group had offices in Guernsey, London, Liverpool, Edinburgh and Berlin.
There were over 160 employees working within the group company.

As noted above, Puma is a subsidiary of SCG. At the time of writing, Graham Shore and Howard
Shore held majority of the stake in SCG. The Directors of Puma, at the time of writing, were David
Kaye (CEO), Michael van Messel (CFO) and Eliot Kaye (Investment Director).
The day-to-day running of the company is overseen by its board and management team. It does,
as noted earlier, draw on SCG for certain functions and resources. For example whilst Puma have
their own legal, finance and compliance employees they can also call on resources from the same
functions within SCG when the occasion demands, effectively providing a much larger resource
than Puma alone could support. Deal flow is aided by the wider SCG network particularly their
colleagues in corporate finance. We view this as ability to use the wider SCG resources as a
significant positive notwithstanding the potential conflicts of interest.
The company is organised into seven departments: Investments, Operations, Finance, Legal,
Compliance, HR and Business Development. Overlaying this are two oversight committees:

2 ”A new principles-based test will be introduced to tax-advantaged investment schemes to assess whether these schemes are

geared toward funding companies seeking capital for long-term growth and development.” Financing growth in innovative
firms: consultation response, HM Treasury.

1.

The Investment Committee comprises of members of senior management, the
investment team and representatives from the Group legal and compliance functions.
(See Appendix 1)

2.

The Compliance Committee comprises of two directors of Puma, the Head of Compliance
and two compliance analysts and reports to the Board. The Committee meets monthly
and prepares a monthly report. They also compile a quarterly report which is prepared
for the Board. They will be involved in such matters as product design (consideration of
the legal and regulatory issues and document review), suitability (ensuring compliant
distribution and DD on introducing advisers), financial promotions ( reviewing and
approving promotions, including exempt promotions, maintaining a log and training
staff), training and competence and ensuring full compliance with all FCA requirements.

Puma indicated that there were no material regulatory or litigation issues, at the time of writing.
Our view is that Puma exhibits good governance characteristics for its size and being part of a
larger group provides significant comfort.

The investment objective focuses primarily on growth, whilst aiming to deliver a return target of
1.5x money-in (net of all fees) at a portfolio level over a four to seven-year investment horizon.
The investment strategy will expose investors to a portfolio of at least three EIS-qualifying
investments in revenue generating businesses (both pre and post profit generation) with
experienced management teams, seeking scale up capital. We understand that no investor will
hold above 25% of the shares of any one investee company.
We note that although the Fund adopts a generalist strategy with no sector preferences, the
following types of companies are unlikely to feature in an investor’s portfolio: Biotech, pure
technology and start-ups (i.e. pre-revenue generating companies). This is due to a combination of
the amount of investment required and the longer time period required to exit. Puma plans to
invest up to £5 million into each investee company per round, with an average investment size of
£3 million. We note that the Puma expects to acquire stakes between 20% and 40% in each
investee company over multiple funding rounds. A typical investment opportunity will likely have
the following characteristics:

1.

The potential to deliver returns of at least a 3x money multiple over the four to seven
year investment horizon.

2.

An established management team with a proven track record in the sector.

3.

An established customer base.

4.

In a sector providing strong structural support for growth due to, for example: changes in
demographic, technology and or consumer habits.

Given the experience of the team and their current position in the marketplace there is a
possibility that the Fund will be biased towards similar types of companies as those in the existing
Puma EIS offering with one key distinction; investee companies in the Fund will not be required to
own freehold property and or other tangible asset providing security against the value of the
business. In our opinion the Puma Alpha EIS offering should be regarded as a riskier proposition
than the existing Puma EIS offering.
We note that follow on funding and co-investments are likely due to the similarities between the
strategy adopted by the Fund and other products offered by Puma. However, we note that all
Puma managed funds have independent oversight committees set up to protect investor’s
interest.
We would consider the strategy to be medium risk within the universe of growth focused EIS
offerings, given the return targeted by the Fund and our understanding of the likely types of
companies that might feature in an investor’s portfolio. While Alpha does not require investee
companies to hold significant assets in the form of freehold properties, we understand that
investments should be expected to be made in comparatively mature, revenue generating
businesses. Therefore investors should not expect significant distributions to come from exits
made at high money multiples.

The Fund launched in

CHART 4:
INDICATIVE PIPIELINE BREAKDOWN
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Deal Sourcing
Puma has developed an extensive network of direct and advisory contacts who provide them
with sight of both on-market and off-market transactions. Puma also draws on the wider
resources of the Shore Capital Group of companies (“the Group”). With five offices and a
regional presence across the UK, it gives the team a unique introductory deal flow and a
broad skill set over 160 employees across the Group.
Source: Puma; AllenbridgeIQ

Deal Filtering and Selection
We have developed a robust filtering, due diligence and monitoring process which includes
validation by both an Investment Committee (“IC”) and independent expert advice.
Deal review process: When a new opportunity is evaluated, it will typically be screened using
standard criteria which look internally at the strengths and weaknesses of the business and
externally at the opportunities and threats presented by the market it operates within. Key
areas of focus will be management, operations, market, business plan, growth potential and
exit.
If the deal progresses, it is added to a deal log and further information is requested to allow a
full assessment of the business. Further enquiries will be made of the areas mentioned above
and an investment structure will be overlaid to ensure alignment of management and investor,
provide investors with suitable protections, and optimise the returns on exit. A detailed
financial model of the transaction will be constructed and commercial sensitivities will be

overlaid to examine different scenario outcomes. Company sites will be visited, financial due
diligence will be undertaken and time will be spent with the management team to ensure the
investment team are confident the management and company offer an attractive partner to
work with. Where possible and appropriate, industry veterans and sector experts will be used to
support the due diligence process.
If a deal is approved by the internal team and acceptable terms have been negotiated with the
Investee Company, a detailed appraisal paper will be prepared for review as set out below.
Independent Validation: Investors in Puma Alpha EIS benefit from validation by the Puma
Investments Investment Committee (‘IC’). Every transaction is scrutinised by the Puma IC which
meets each month (and more frequently if urgent consideration for a transaction is required).
The IC comprises members of senior management and an independent chairman. The
committee can draw on input from across the Puma team, including investment finance, legal
and compliance professionals.
Once approved by the IC, with or without conditions, the transaction is undertaken by
members of the Investment Management Team with the assistance of external professional
advisers.
Source: Puma; AllenbridgeIQ

Due Diligence
Whilst the precise scope will vary depending on the nature of the transaction, typically, due
diligence will include an investigation of the management team’s history and financial position
and an independent financial review of the company undertaken by a suitable professional firm.
Where appropriate, Puma may also commission commercial due diligence to scrutinise the
business plan and projections. External lawyers will advise on and execute the transaction and
draft appropriate legal documentation to protect the fund. As highlighted previously, we will,
where appropriate, draw on the experience of industry veterans and sector experts. This may
lead to those advising joining the management as non-executive directors, enabling them to
support the management team through the investment period.
Source: Puma; AllenbridgeIQ

Deal Approval
The investment process at Puma is driven by a best-practice governance structure. The
Investment Desk has day-to-day responsibility for managing the portfolios, supported by the
Finance, Legal and Compliance teams. In turn, the Investment Desk reports to and seeks
approvals from the Puma IC.
Source: Puma; AllenbridgeIQ

We have reviewed the investment process for the new EIS and were impressed with the structure
and rigour of the processes followed. Puma adopts a sufficiently comprehensive investment
process with a diverse deal sourcing channel; regional offices and the Shore Capital group network
are advantageous in this regard. The due diligence process operates as a robust filtering system
undertaken before the selection of underlying investments. It is strengthened further by the
inclusion of external professional advisers. We were able to review an investment paper and found
it to be both comprehensive in scope and of sufficient detail to form a suitable investment
recommendation. Due diligence materials were also provided and these proved highly satisfactory.
The Investment Committee includes members from the Group legal and compliance which is
noteworthy. The process is substantially similar to that employed for Puma’s existing VCT and EIS
products, although the sourcing and filtering elements have been relaxed as the Alpha EIS does
not require any level of asset backing. Overall, we are pleased with the deal approval process and
deem the level of governance sufficient.

We identify the following as the key risks of an investment in the Fund: failure/poor performance
of an investee company, execution risk, liquidity risk, exit risk and maintenance of EIS tax benefits.
We have assessed the policies and controls that Puma has in place to minimise these risks and
have found them to be appropriate for the size and strategy of the Fund.
Risks relating to investee company default are partly mitigated during the investment process
through the analysis and due diligence undertaken before an investment decision is made.
For deals that do proceed Puma institutes a rigorous monitoring process. The Puma Investment
Committee appoints a standing Monitoring Committee to review all positions and exposures in
the relevant portfolios on a monthly basis. Monthly meetings of the IC are held specifically for the
purposes of monitoring existing transactions (rather than new potential deals) at which the
investment team present detailed financial and other information about the investee companies
and report on the progress of projects. The team will monitor progress against a set of Key
Performance Indicators (KPIs) that will tend to comprise of 5 to 8 metrics. Each investee company
is monitored on a monthly basis by one member of the finance team and a member of the
investment team. This monitoring includes reviewing management accounts to determine the
quality and compliance of reporting, alongside trading performance. Performance is checked
against sector wide trends, with any significant deviations from the agreed business plan and
wider sector resulting in a consultation with the investee company’s management.
We understand that Puma takes precautions typical of EIS investments to prevent investee
companies deviating substantially from their original business plan, or other major decisions that
could be regarded as not in the best interest of investors or detrimental the health of the
underlying business. While no positive control over the investee company board is possible, we
note that Puma can appoint independent board members in the event of the investee business
performing very poorly. Puma also seeks to obtain liquidity preference upon wind up or other
distributions.
The monthly meetings of the Puma Investments Executive Committee cover HMRC compliance
and monitoring. The taxation risks differ for each offering. For Puma Alpha EIS, all Investee
Companies require HMRC advance assurance before any funds are invested.
The Puma Investments monitoring
team monitors on an ongoing basis whether the trading activity of each investee company
continues to comply with the original advance assurance. Monthly reports are run to monitor
whether qualifying companies have deployed funds within a twenty four month period after
investment.
Finally, we present the following as a potential conflict of interest that investors should be aware
of:


The co-investment of capital by different Puma Managed products; and



The potential for follow-on funding; there is a risk that investments held in the Fund will
receive follow on funding from new investors in the Fund or from other managed funds.
Hence the valuation approach for follow on funding is an important consideration.

Shore Capital Group has a formal conflicts of interest policy that covers issues arising from the
interaction of different group companies. Puma does not have a standalone conflicts policy
specific to issues surrounding allocations, co-investments and follow on investments, however we
note that these are dealt with in the offer documentation and serious issues can be escalated to
the Group’s independent directors. Furthermore all Puma managed funds have independent
oversight committees to protect investor interest, therefore the lack of a formal policy is of
reduced concern.

TABLE 3:
FEES PAID TO THE MANAGER
On-Going Annual Management
Fees

Initial Fees

3.00%

2.00% (plus VAT) 1

Annual Administration Charges

0.35% (plus VAT)

TABLE 4:
SUBSCRIPTION/APPLICATION FEES

Application through a financial
adviser

3.00% (+ up to 4.50% facilitated
as an adviser charge)

2.00% plus VAT (no ongoing
adviser charges facilitated)

TABLE 5:
FEE DETAILS
Fees

Details

Administration Charge

0.35% (plus VAT)

Annual Management Charge

2.00% (plus VAT)

Initial Fee

3.00%

Dealing Fee (On entry only)

1.00%

Name

Job title

Date
started

Biography



