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Portfolio Summary

– As of March 31st 2022

Fund Objective

Portfolio Key terms

The Fund aims to capture litigation funding
opportunities such as short duration claims
eligible
to
UK
quasi-governmental
compensation schemes, as well as larger
claims where a group of claimants act
together to get compensation in court. The
objective of the Fund is to deliver 8% in
USD per annum, plus up to 8% profit
participation on realized gain, with no
negative months and reasonable liquidity.

Fund AuM

Subordination

Targeted Return

Number of Claimants in the

Typical Investment

66.0$M

31.2%

16%*

>8,500

Portfolio

• $500K to $10M claim size
• 6 months to 3 years claim duration

Average Claim Duration

1 year

Geographical Exposure

UK

• Focus on financial claims in the UK
• Claim types:
ü Wholesale Claims
*Institutional USD share class,
8% per annum preferred, plus up to 8% profit participation on realized profits

ü Group Claims
ü Claims with the Financial
Ombudsman Service (FOS)
ü Claims with the Financial
Services Compensation
Scheme (FSCS)
ü Claims bought from Insolvency
Practitioners
• No use of leverage

Weighted Asset Class Exposure

FSCS/FOS/
CMC Claims
4%

Cash
16%

Why UK litigation funding?
Over the past 10 years, litigation funding has
been a growing asset class, especially in the
US, and recently emerged in other countries
such as Australia and United Kingdom.
Litigation funding has seen a lot of inflows
from institutional investors due to its high
return profile and its non-correlation with
traditional asset classes, providing greater
diversification.
The fund focuses on mis-sold products within
the UK. Compared to other markets such as
the US, funding is scarce and competition for
capital high, meaning that UK-centric litigation
funds typically get higher return on capital.

Insolvency
Claims
2%

Wholesale
CWI Claims
41%

Group
Claims
16%
Wholesale Plevin
Claims
21%

The UK is also a jurisdiction that is friendly to
claimants, who enjoys high level or ruling in
their favor from the UK compensation
schemes (FOS and FSCS), and one of the
best judicial system in the world with UK
courts.

Claim #1: High Street Bank

– As of March 31st 2022

The Claim - Facts
Around 2007, a bank together with a structurer and promoter
of the scheme, sold investment products, built around film
production companies and video games companies.
The investments were leveraged several times and
structured such that profits would accrue to investors, while
losses would be borne by the HMRC through tax credit/
relief for the investors in the scheme.
The scheme was largely unsuccessful as it quickly made
losses. The HMRC subsequently challenged its validity,
denying investors’ ability to use losses generated by the
structure against their own tax liability.
The bank’s involvement relies on it giving tax advice to the
promoter and promoting the product to its own clients and
the promoter’s clients.
Indeed, it appears that the bank internally expressed doubt as to the validity of the scheme in the book building scheme
back in around 2007 and even refrained from promoting it but did not advise its clients to get out of it. Now, the
investors of the scheme have sought redress against the bank.

Legal Opinion Summary

Claim Status

The chance of success is established at around 60% according to a detailed,
independent legal opinion (Queen’s Counsels).

•
•
•
•

The estimated upside: In the region of GBP 40M-45M, of which the funder would
be entitled to 30% (around £12M-13M).
The estimated downside:
•

•

Scenario 1: the case gets struck out early in the claim process, the fund
loses the costs to date and the After the Event (“ATE”) insurance for the
adverse costs.
Scenario 2: the case goes to trial and loses, The fund loses the costs of the
case and ATE cover.

•

Number of claimants: 152
Date of resolution: 31/08/22
Duration of claim: 3 years
The claims of the investors
were issued at the High
Court on December 23,
2020 and served in April
2021.
The full Part 18 Reply was
provided to the bank’s
Solicitors on September 10,
2021.

The credit risk here is for the bank not to pay in the case the group claim is won.
However, knowing the bank is a large listed financial institution, it is very unlikely
for this to happen.

Pricing Methodology
•

The NPV calculation is based on the terms of the funding agreement. The fund entitlement is the higher of 30% of
the damages won at trial / settlement or 3 x the funded litigation budget [excluding ATE].

•

This figure is then reduced by the unfunded liability (ie. further funding anticipated) with discounting applied to the
expected completion date.

•

ATE pricing – reflects commercial deal – ATE will recoup with 100% premium.

Claim #2: Cavity Wall

– As of March 31st 2022

The Claim - Facts
Cavity Wall Insulation claims (“CWI”) are claims against
builders for the faulty installation of insulation structures in
houses mostly in the north of England.
CWI claims arise from the faulty installation of cavity wall
insulation generally found in the space between two leaves
of brickwork causing defects. Thousands of houses in the
UK are affected. In essence CWI is a relatively new
insulation technique and simply does not work for some
houses – the ‘gap’ or cavity in house construction was partly
designed to protect against damp, but whatever benefit
there might have been from filling the gap with insulating
material is lost because the insulating material also acts as a
conduit for damp to enter the interior of the house – with
disastrous consequences.
This drive to insulate houses has been driven by the UK
Government promoting energy-efficient insulation. This is as
part of its international obligations on Climate Change [e.g. Kyoto Protocol]. Now, the claimants are suing the
installers/their insurance providers for damages associated with the faulty and / inappropriate use of cavity wall
insulation.

Legal Opinion Summary

Claim Status

The chance of success is established at around 70% according to an
independent legal opinion made by Queen’s Counsel.

•
•

The estimated upside: Knowing that the average claim is £75k, that the fund
spends £15k for litigation budget for 18 months, we get £2,700 for interest (18%
pa) and £9,375 of the proceeds of Success Fee (12.5% per claim). So, an
estimated total of £12,075 per claim. For the 755 claims we have at the moment,
it is about £9.1m.

•

The estimated downside: The fund will get back the capital even if the cases are
lost (ATE and all the guarantees) and perhaps the interest.

•

The credit risk is very low here thanks to the ATE insurance. If a case is lost, the
solicitors first reimburse the disbursements and then get the money back from
the ATE. Katch also beneficiates from the additional guarantees (e.g. personal
guarantees of Directors and/or credit reserve).

•

•

Number of claims: 1258.
Expected Date of resolution:
14/04/2022
Duration of claims: 1 year to
18 months.
In August, we identified 63
claims which were no longer
viable and replaced them
with new ones.
We are expecting to fund
further costs in the near
future some for court filing
fees, hearing fees and
counsel costs.
Early 2022, disbursements
have been deployed to fund
503 new cases.

Pricing Methodology
•

Income earned includes interest at 18% per annum and a 12.5% share of case damages on a subsequent ‘win’.

•

The valuation model subtracts the discounted cash flows for case funding obligations from the discounted cash
flows of interest entitlements and of projected future profit participations, the latter being risk adjusted for a 70%
probability of success.

•

3-month LIBOR is used as the discount rate.

•

As there are several outflows during case progression, these outflows are individually discounted based on a best
estimate of a case’s progression.

Claim #3: Individual Claims FOS/FSCS

– As of March 31st 2022

The Claim - Facts
In 2011, the ‘scheme’ was marketed as an opportunity to
invest in a processing plant in the US, via a partnership. This
was structured as a ‘pension liberation’ scheme which
enabled individuals to access their pension funds for the
acquisition of shares in the business.
In reality, the funds were not used for the creation and or purchase of physical assets but for consultancy activities. As
a result, almost all the partnerships were insolvent. The investors then participated in secondary planning, and all sold
their ‘scheme’ shares to Self-Invested Personal Pensions (SIPPs), enabling them to withdraw pension savings without
triggering a tax charge.
However, the planning failed as the HMRC stated that it was a sham transaction and a mass-marketed multi-use tax
avoidance scheme.
Moreover, the scheme was marketed as a high-risk investment suited for sophisticated and high-net worth individuals
but was sold to vulnerable people that heavily relied on their advisers and their SIPPs to provide guidance.
The HMRC is pursuing the investors who are willing to pay but cannot as they do not have the means. Now, the
investors are seeking redress against the SIPPs in front of the FOS on the grounds that:
•

The SIPPs require a level of investment sophistication that these investors did not have.

•

That the SIPPs are supposed to invest in viable businesses only and did not run due diligence on the ‘scheme’
shares.

Legal Opinion Summary

Claim Status

The chance of success is established at around 60% by an independent
evaluation of the case made by the Claims Management Company (“CMC”).

•
•
•

The estimated upside: If the claims stay with the FOS, the face value of the
claims is £9.6M, out of which the fund gets 25% of the quantum so £2.4M. But if
the SIPPs go bankrupt and that the claims go to the FSCS, then the face value
of the claims drops to £4.3M, out of which the fund 25% of the quantum so
£1.3M.

•

The estimated downside: The fund loses its capital so £1.3M (no adverse costs).
•
The credit risk here is low as 1) if the case is won, the FOS gives usually about
14 days for the defendant to pay the claimant, and, 2) the defendant, are usually
well-funded and belong to big management companies that are themselves
financed by important private equity companies. It is very unlikely for the
pension providers not to pay what represents a small amount for them.

Number of claims: 53
Date of resolution: 2022
Duration of Claims: 6-18
months.
All cases have been lodged
with FOS, and currently no
SIPP provider has gone
bankrupt which means the
FOS outcome is the more
likely route.
FOS continues to ask
questions, but the CMC
believes a determination will
be given within the next 6
months subject to any
unforeseen delays at FOS.

Pricing Methodology
•

Damages arising from the claim are increased by the anticipated court applied interest rate of 8% per annum.

•

Fee entitlements from the claims is equal to 30% of the face value of the total claim.

•

The total value of fees is risk adjusted by 58% in accordance with the estimated likelihood of winning.

•

These amounts are then discounted using 3-month LIBOR and an assumption about case duration provided by the
CMC.

Claim #4: Plevin 1

– As of March 31st 2022

The Claim - Facts
Payment protection insurance (PPI) was an insurance
product that enabled consumers to ensure repayment of
credit if the borrower died, became ill or disabled, lost a job,
or faced other circumstances that prevented them from
earning income to service the debt. PPI was widely sold by
banks and other credit providers. Unfortunately, PPI was
mis-sold on an industrial scale because many consumers
had no idea they were even paying for PPI, were pressured
into taking out a policy, or it was totally unsuitable for their
circumstances. Consequently, there was a mass of mis-sold
PPI claims over the course of a decade, with Lenders paying
out over £38billion in compensation.
In order to bring a timely end to the scandal, the FCA set a deadline of 29 August 2019 to present claims for the ‘misselling’ of PPI. However, the decision Plevin vs Paragon Finance in 2014 set a strong precedent that, even if a PPI
policy was not ‘mis-sold’, consumers could make a claim for the full refund of their PPI plus interest where high levels
of commission (later defined by the FCA as over 50%) were not disclosed to the consumer.
As a result, the opportunity to litigate for ‘undisclosed commissions’ following Plevin offers an opportunity to those
individuals who had PPI claims denied (or who did not make a claim) to seek redress from their lending bank. The
opportunity as a result is based on a potential market size of tens of billions.

Legal Opinion Summary

Claim Status

The chance of success is established at around 70% by numerous counsel
opinions.

•
•

The estimated upside: The average claim is worth £10K. The fund gets 10% out
of the “damages pot” which is usually 40%, which corresponds to £400 per
claim. Plus, we get 20% interest p.a. over funding which is usually £800. So, an
estimated total of £1,200 per claim. For the 1,380 claims we have now, it is
about £1.6M. The potential total profit element: up to £4.2M in addition to the
debt interest rate (approximately £1.8M) so a total profit potential up to £5.9M.

•

Number of claims: 1380
Date of resolution:
01/10/2024
Duration of the claims: 6
months to 1 year

The estimated downside: Worst case scenario the fund keeps the principal of
the facility. From a 30% win rate onwards, the fund will receive interest on the
facility. From a 40% win rate onwards, the fund will receive the NWNF (“No Win
No Fee”). According to Civil Justice statistics, Plevin claims against the policy is
approximately 1.5%. Based on the scenario analysis, that would mean a 30%
ROI.
The credit risk is very low here thanks to the ATE insurance. If a case is lost, the
Solicitors first reimburse the disbursements and then get the money back from
the ATE. The fund also beneficiates from the additional guarantees (fixed and
floating charge on the Solicitors’ balance sheet and the credit reserve).

Pricing Methodology
•

The loan is currently valued using the 18% interest coupon only, e.g. no assumption as to the viability of profits is
assumed in the valuation.

•

This amount is discounted back over the term of the loan using 3-month LIBOR.

Claim #5: Plevin 2

– As of March 31st 2022

The Claim - Facts
Payment protection insurance (PPI) was an insurance
product that enabled consumers to ensure repayment of
credit if the borrower died, became ill or disabled, lost a job,
or faced other circumstances that prevented them from
earning income to service the debt. PPI was widely sold by
banks and other credit providers. Unfortunately, PPI was
mis-sold on an industrial scale because many consumers
had no idea they were even paying for PPI, were pressured
into taking out a policy, or it was totally unsuitable for their
circumstances. Consequently, there was a mass of mis-sold
PPI claims over the course of a decade, with Lenders paying
out over £38billion in compensation.
In order to bring a timely end to the scandal, the FCA set a deadline of 29 August 2019 to present claims for the ‘misselling’ of PPI.
However, the decision Plevin v Paragon Finance in 2014 set a strong precedent that, even if a PPI policy was not ‘missold’, consumers could make a claim for the full refund of their PPI plus interest where high levels of commission (later
defined by the FCA as over 50%) were not disclosed to the consumer.
As a result, the opportunity to litigate for ‘undisclosed commissions’ following Plevin offers an opportunity to those
individuals who had PPI claims denied (or who did not make a claim) to seek redress from their lending bank. The
opportunity as a result is based on a potential market size of tens of billions.

Legal Opinion Summary

Claim Status

The chance of success is established at around 98% by the CMC.

•
•

The estimated upside: The average profit per claim is £175 GBP. Claims to be
funded are c. 7,980 meaning a £1.39M GBP revenue. Adding the 20% interest
rate on the facility (c. £1.9M GBP), that means a potential profit of £3.29M GBP.

•

Number of claims: 2267
Date of resolution:
22/12/2024
Duration of the claims: 6
months to 8 months.

The estimated downside: Worst case scenario the fund keeps the principal of
the facility. From a 30% win rate onwards, the fund will receive interest on the
facility. From a 40% win rate onwards, the fund will receive the NWNF.
The credit risk is very low here thanks to the ATE insurance that insures that
Katch gets the capital back in case some or all the cases would fail. If a case is
lost, the Solicitors first reimburse the disbursements and then get the money
back from the ATE. Katch also beneficiates from the additional guarantees (fixed
and floating charge on Solicitors’ balance sheet and the credit reserve).

Pricing Methodology
•

The loan is currently valued using the 18% interest coupon only, e.g. no assumption as to the viability of profits is
assumed in the valuation.

•

This amount is discounted back over the term of the loan using 3-month LIBOR.

Claim #6: Insolvency Practitioners

– As of March 31st 2022

The Claim - Facts
Around 2007, when a company goes bankrupt in the UK, an
Insolvency Practitioner (IP) is appointed by a court to
liquidate the assets and the company.
The IP effectively removes the board and works off the
assets of the company: the receipts are then used to repay
creditors where possible and according to a statutory
priority.
Speed being of the essence, the IP will typically accept a
very low percentage of the face value of an asset to realize
the liquidity as soon as possible (stock, debt, goodwill, etc).
These claims do not have natural buyers, for example they
involve director’s liabilities (which tend to be onerous).
Katch saw an opportunity here to fund a new entity (‘the
vehicle’) to buy a book of claims from IPs, at a large
discount, and generating an interest return and a share of
the net profit from the realization of such book. This was also motivated by the will to consider smaller size
opportunities that are often overlooked in this market. The promoters also provided 25% subordinated funding to the
vehicle.

Legal Opinion Summary

Claim Status

The chance of success is established at around 50% (conservative probability
applied to this project).

•

The estimated upside: It is hard to determine an exact upside as the losses or
profits of each of the 936 claims can vary a lot, but the upside has been valued
based solely on the 18% interest rate (in practice, the ceiling is the 35%
coupon).

•
•

Number of claims: 936
claims per the initial
acquisition.
Date of resolution:
01/04/2031.
Duration of the claims: 3-9
months.

The estimated downside: The fund loses all the capital so £1.5M.
The credit risk here is for the losses of the vehicle to exceed the 25% equity
belonging to the promoters which is when the fund will start bearing the losses
itself as the senior investor (as it financed the SPV with debt up to 75%).

Pricing Methodology
•

The loan is currently valued using the 18% interest coupon only, e.g. no assumption as to the viability of profits is
assumed in the valuation.

•

This amount is discounted back over the term of the loan using 3-month LIBOR.

Claim #7: CMC JV

– As of March 31st 2022

The Claim - Facts
The structure consists in acquiring a 50% share in a new
CMC JV, the entity entitled to revenues from the joint
venture between two market leading claims management
companies.
One of these is a market leader in the field of investment
and pension mis-selling claims.
The JV will take up claims linked to financial services fees
that have been billed but never provided to claimants.
The merits of the claims have already been established by
the Financial Ombudsman Service and a counsel opinion.
Following the FCA’s decision to effectively outlaw
commission-based payments for investment product
recommendations, many Financial Advisers and platforms
moved to an ‘advisory’ fee structure as consultants.
Invariably these fees were purported to be in exchange for continuous advice and monitoring of a clients’ profile but
invariably no work was achieved or performed. This has led to the possibility to reclaim fees for advice not provided
and more importantly the possibility for investment losses to be recouped as a result of the poor / lack of appropriate
advice.

Legal Opinion Summary

Claim Status

The chance of success is established at around 60% for the claims.

•

The estimated upside: If the fund pays further consideration towards the
purchase price (meaning reaching £2,000,000 GBP) for 40,000 claims funded
by the JV, it will be £3,578,316 GBP.

•
•

Number of claims: 500
estimated as at 31.12.2021
Date of resolution:
30.9.2023
Duration of the claims: 12 to
18 months

The estimated downside: If the threshold of 3,000 claims is not reached within 2
years, then the Put Option is executed and the fund recuperates £250,000 GBP
and loose £250,000 GBP.
The credit risk is if the number of claims is not reached (knowing that there are
already signed up 500 people in a month, it is very unlikely to happen).

Pricing Methodology
•

The investment is recorded at cost value and will remain as such until the sooner of 3,000 claims being filed or the
expiration of 24 months at which point the put option may be realized to recover 50% of the value.

•

It is not anticipated that the put will be called upon.

Claim #8: Car Finance Claims

– As of March 31st 2022

The Claim - Facts
The Car Finance Claims loan relates to a facility provided to
a law firm to fund disbursements in respect of claims against
financial institutions who did not disclose to their customers
that they were significant hidden commissions from the sale
of car loans. Indeed, the FCA has recently issued a report
confirming that there has been a huge amount of mis-selling
in the car sales practice – about 60% of all car finance
agreements over 2.89 million cars that have been sold in the
12 months to February 2020.
According to the FCA, the lenders have failed in their legal,
contractual, and fiduciary duties by allowing car dealerships
to: hide commissions received by the broker from the buyer;
cause the buyer to pay more interest by manipulating the
interest rate (discretionary commission models – which the
FCA has now banned). As a result, the consumers are
paying £300m per annum more in interest than they should
be; and to not conduct thorough affordability check.
The opportunity to litigate for car finance claims offers a
chance to those individuals who have been victims of missold car loans to seek redress from their lenders. Claims
made against the lender will as a minimum be for the
difference in interest paid and what should have been paid.
More likely, the claim will be for all interest and fees to be
reimbursed. Two potential remedial routes are possible
here: the FOS/FSCS or small claims court.

Legal Opinion Summary

Claim Status

The chance of success is established at around 60%.

•
•

The estimated upside: for 100 claims split 50% FOS/50% small claims, the
success fee after applying 60% chance of success is £156,000. Drawdown to
fund 100 claims is £108,750. Once the fund recuperates 100% of its funding and
an imputed 20% per annum interest rate and subtracts other costs, it the splits
any remaining surplus 50/ 50. The goal being to fund 1,100 claims, the expected
return is £391,457.
The estimated downside: worst case scenario the fund keeps the principal of the
facility.
The credit risk is very low here thanks to the ATE insurance that insures that the
fund gets the capital back in case some or all the cases would fail. If a case is
lost, the firm first reimburses the disbursements and then gets the money back
from the ATE. The fund also benefits from the benefit of crossing loss making
claims with profitable ones (fixed charge on damages proceeds/the firm’s
segregated bank account).

•
•

Number of claims: 68
Date of resolution: 6 to 18
months after claims filed
Duration of the claims: 6 to
18 months
We closed on 11/03/2022

Portfolio Managers

Laurent Jeanmart, CFA

Partner at Katch Investment Group
Laurent has 20 years of investment experience in alternative asset management. Laurent’s
previous experiences include responsibilities at Fidelis Insurance Holdings Ltd., a London
and Bermuda based insurance company where he was group chief investment officer
managing $1.5bn of assets. Previously, he was global head of investment at Platinum
Capital Management Ltd., a global asset management platform, where his responsibilities
included overseeing the firm’s actively managed funds (hedge funds, equities, volatility,
and commodities).
Laurent’s early career included spells at BNP Paribas SA, Lazard LLC, GLG Partners LP, and
Signia Wealth. Laurent graduated from Institut d’Etudes Politiques and Institut
d’Administration des Entreprises, both in France, from INSEAD (France-Singapore), and has
successfully passed all three levels of the CFA Charter holder exam.

Leon Clarance

Head of Litigation at Katch Investment Group
Leon has more than 20 years professional experience having qualified as a Chartered
Accountant with PricewaterhouseCoopers. He went on to work in several structured
finance roles where he was responsible for the execution of over £2 billion worth of
structured finance arrangements. He subsequently worked as an Investment Director at
Octopus Investments in London where he sat on the Investment Committee for its
specialist debt fund with £850 AUM. In his most recent role he was responsible for the due
diligence and oversight of all litigation funding deal-flow at the Newport Group. Whilst
there Leon worked on the building of cases and funding of claims with a total face value of
in excess of £450m.
Leon has a Master’s Degree from Cambridge University, an MBA from City, University of
London [formerly Cass Business School] and is a Fellow of The Institute of Chartered
Accountants of England and Wales.
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