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INDEPENDENT

Report on the audit of the financial statements

Our opinion
In our opinion, the financial statements give a true and fair view of the financial position of

performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards and have been properly prepared in accordance with the requirements of the
Companies (Guernsey) Law, 2008.

What we have audited

the statement of financial position as at 31 March 2021;
the statement of comprehensive income for the year then ended;
the statement of changes in equity for the year then ended;
the statement of cash flows for the year then ended; and
the notes to the financial statements, which include significant accounting policies and other
explanatory information.

Basis for opinion

responsibilities under those standards are further described in the
audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence
We are independent of the company in accordance with the ethical requirements that are relevant
to our audit of the
Audit Rules and Guidance. We have fulfilled our other ethical responsibilities in accordance with these
requirements.

Our audit approach
Overview

Audit scope
The company is incorporated and based in Guernsey.
We conducted our audit of the financial statements from information provided by Northern

investment portfolio. We had significant interaction with both the Administrator and the
Portfolio Manager during our audit.
We conducted all our audit work in Guernsey.

Key audit matters

Risk of fraud in interest income on financial assets at fair value through profit or loss.
Valuation of investments.

-19.

Materiality
Overall materiality: £12,900,000 (2020: £8,100,000) based on 2.25% of net assets.
Performance materiality: £9,675,000.
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INDEPENDENT continued

The scope of our audit
As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where the directors made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our
audits, we also addressed the risk of management override of internal controls, including among other
matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the current period. These matters, and any comments we
make on the results of our procedures thereon, 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.

This is not a complete list of all risks identified by our audit.

Key audit matter How our audit addressed the key audit matter
Risk of fraud in interest income on
financial assets at fair value through
profit or loss

Interest income earned in respect of
financial assets designated at fair
value through profit or loss is
recognised in the statement of
comprehensive income using the
effective interest rate method (£37.4
million) as set out in note 2(h) to the
financial statements.

The requirement to estimate the
expected cash flows when forming an
effective interest rate model is
subject to significant management
estimate and judgement, as detailed
in note 3(ii) to the financial
statements and could be open to
manipulation by management.

As a result, we have designated the
risk of fraud in interest income on
financial assets (the Asset Backed
Securities) at fair value through profit
or loss as a significant audit risk.

We assessed the accounting policy for the recognition
of interest income for compliance with International
Financial Reporting Standards and planned and
executed our audit procedures to ensure that interest
income had been accounted for in accordance with the
stated accounting policy.

We held discussions with the Portfolio Manager to
understand and evaluate the processes in place for
recognising interest income and to understand the
estimates made by the Portfolio Manager in respect of
the expected life of the Asset Backed Securities,
expected timing of repayments and expected defaults.

On a sample basis, we verified key inputs into the
effective interest rate models prepared by the Portfolio
Manager and adopted by the company. We also verified
through recalculation the arithmetic accuracy of the
models and the resultant interest income summary
prepared by the Portfolio Manager.

respect to the expected life of the Asset Backed
Securities, expectations on timing of prepayments,
expected defaults and the impact of COVID-19 thereon,
we obtained supporting documentation to corroborate
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Key audit matter How our audit addressed the key audit matter
We also selected a targeted sample of securities to
assess if there had been any significant changes to the
expected repayment rates from the prior year. Where
there had been changes, we obtained supporting
explanations and analysis to support those changes.

No significant issues or concerns were identified in our
testing which required reporting to those charged with
governance.

Valuation of investments
Investments are designated as
financial assets at fair value through
profit or loss and are disclosed
separately on the statement of
financial position (£586.9 million).

Investments comprise of a diverse
portfolio of Asset Backed Securities
and are fair valued in accordance
with the policies set out in note 2(d)
to the financial statements, and the
fair value of investments and
movement therein are further
disclosed in notes 9 and 18
respectively.

Investments represent the most
significant balance on the statement
of financial position and are not
listed. Investment valuations are
subject to estimate based on

assumptions underlying each security,
as detailed under note 3(ii) to the
financial statements.

Owing to the level of subjectivity that
could be applied in fair valuing
investments, the risk of manipulation
or error could be material and as a
result we have designated the
valuation of investments as a
significant audit risk.

We understood and evaluated the internal control
environment in place at the Administrator and the
Portfolio Manager over the valuation of the investment
portfolio.

We assessed the accounting policy for investment
valuation for compliance with International Financial
Reporting Standards and planned and executed our
audit procedures to ensure that the valuation of
investments was accounted for in accordance with the
stated accounting policy.

We tested the valuation of investments by using PwC

portfolio valuations. Prices were obtained by our
pricing team from a range of sources, including
exchange traded and consensus prices.

obtain independent prices (either due to licensee
access restrictions or the fact that certain investments
are bespoke privately priced deals), or where the prices

initial tolerable variance threshold per investment (i.e.
the initial threshold for differences between the values
reported and the repricing obtained for which we
undertake further investigation), the engagement team
sought and received supporting evidence for these
specific prices from the Administrator and/or the
Portfolio Manager.
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Key audit matter How our audit addressed the key audit matter

In doing so, we also assessed the independence, reputation
and reliability of the sources of the supporting evidence
provided in these instances. All variances exceeding our
tolerable threshold were evaluated as being reasonable in
light of the supporting evidence obtained and evaluated.

In executing our investment repricing testing, where we
noted that investments were based on prices published at
dates prior to the reporting date, we performed additional
audit procedures so as to ensure that updated prices had
been received subsequent to the year end, and that those
prices were not materially different to the prices used at
the reporting year end.

In order to determine the ongoing reliability of the
investment valuations from year to year, we also, for a
sample of disposals, compared the sales transaction price to
the most recently recorded valuation prior to the disposal,
which allowed us to assess the reliability of the valuation
data and process for the previous valuation point.

approach to assessing and, if necessary, measuring the
impact of COVID-19 on the fair value of the investment
portfolio.

No significant issues or concerns were noted with regards to the
valuation of investments designated as financial assets at fair
value through profit or loss which required reporting to those
charged with corporate governance.

impact of COVID-19
The Board and the Portfolio Manager
have considered the impact of events
that have been caused by the
pandemic, COVID-19, on the current
and future operations of the
company. In doing so, the Board
together with the Portfolio Manager
have made estimates and judgements
that are critical to the outcomes of
these considerations with a particular

continue as a going concern for a
period of at least 12 months from the
date of approval of these financial
statements, as presented in the
Strategic Report.

We obtained from the Portfolio Manager and Board the
latest assessment and conclusions with respect to the
statements of going concern and viability respectively.

We discussed with the Portfolio Manager and the Board the
critical estimates and judgements applied in their latest
assessments so we could understand and challenge the
rationale and underlying factors incorporated and the
sensitivities applied as a result of COVID-19.

We inspected the viability assessment provided to evaluate
its consistency with our understanding of the operations of
the company, the investment portfolio and with any market
commentary already made by the Portfolio Manager.
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Key audit matter How our audit addressed the key audit matter
As a result of the impact of COVID-19
on the wider financial markets and
the

of the impact of COVID-19 (including
their associated estimates and
judgements) to be a key audit matter.

We considered the appropriateness of the disclosures made
by the Portfolio Manager and the Board in respect of these
assessments including the current and potential impact of
COVID-19.

We confirmed that the Board have analysed and are satisfied
with the business continuity plans of all key service
providers as part of their COVID-19 operational resilience
review.

In discussing, challenging and evaluating the estimates and
judgments made by the Portfolio Manager and the Board, we
noted the following factors that were considered to be
fundamental in their consideration of the impact of COVID-
19 on the current and future operations of the company and
which support the statements of going concern and viability
respectively:
- The Board highlighted that they continue to stress test

possible scenarios for COVID-19 impact on the portfolio
and analyse underlying investment performance.

- The Board remains confident that there is no material
risk of credit issues on any holdings in the portfolio, and
the recovery in prices seen since March 2020 support
their view.

- The Board noted the company has continued to meet its
dividend target throughout the financial year and are
currently confident that the portfolio will continue to
generate sufficient income to meet the target,
benefiting from actions taken during these uncertain
times to improve dividend sustainability.

- The Board noted that there has been successful
implementation of business continuity plans for both the
Portfolio Manager and the Administrator throughout the
year and there are no reasons that these business
continuity plans cannot be implemented going forward
should circumstances necessitate.

Based on our procedures and the information available at the

have not identified any matters to report with respect to the
B -19
on the current and future operations of the company.
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Materiality
The scope of our audit was influenced by our application of materiality. We set certain quantitative
thresholds for materiality. These, together with qualitative considerations, helped us to determine
the scope of our audit and the nature, timing and extent of our audit procedures on the individual
financial statement line items and disclosures and in evaluating the effect of misstatements, both
individually and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a
whole as follows:

Overall materiality £12,900,000 (2020: £8,100,000).
How we determined it 2.25% of net assets (2020: 1.75% of net assets)
Rationale for benchmark
applied

We believe that net assets is the most appropriate benchmark
because this is the key metric of interest to investors. It is also a
generally accepted measure used for companies in this industry.

We have removed the reduction in materiality that we made during
our audit for the prior year end which was amended to reflect the
increase in fraud and other risks that uncertain and volatile
financial markets can have on businesses.

We use performance materiality to reduce to an appropriately low level the probability that the
aggregate of uncorrected and undetected misstatements exceeds overall materiality. Specifically, we
use performance materiality in determining the scope of our audit and the nature and extent of our
testing of account balances, classes of transactions and disclosures, for example in determining
sample sizes. Our performance materiality was 75% of overall materiality, amounting to £9,675,000
for the company financial statements.

In determining the performance materiality, we considered a number of factors the history of
misstatements, risk assessment and aggregation risk and the effectiveness of controls - and concluded
that an amount at the upper end of our normal range was appropriate.

We agreed with the Audit Committee that we would report to them misstatements identified during
our audit above £645,000 (2020: £404,500) as well as misstatements below that amount that, in our
view, warranted reporting for qualitative reasons.

Reporting on other information
The directors are responsible for the other information. The other information comprises all the

n.

Our opinion on the financial statements does not cover the other information and we do not express
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
based on these responsibilities.
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Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

for the preparation of the financial statements that give a true and fair view in accordance with
International Financial Reporting Standards, the requirements of Guernsey law and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or
to cease operations, or have no realistic alternative but to do so.

nancial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole

that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs 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 these financial statements.

Our audit testing might include testing complete populations of certain transactions and balances,
possibly using data auditing techniques. However, it typically involves selecting a limited number of
items for testing, rather than testing complete populations. We will often seek to target particular
items for testing based on their size or risk characteristics. In other cases, we will use audit sampling
to enable us to draw a conclusion about the population from which the sample is selected.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to

going concern over a period of at least twelve months from the date of approval of the financial
statements. If we conclude that a material uncertainty exists, we are required to draw attention

disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained

company to cease to continue as a going concern.
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Responsibilities for the financial statements and the audit (continued)

Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. W
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Use of this report
This report, including the opinions, has been prepared for and only for the members as a body in
accordance with Section 262 of the Companies (Guernsey) Law, 2008 and for no other purpose. We
do not, in giving these opinions, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed
by our prior consent in writing.

Report on other legal and regulatory requirements
Company Law exception reporting
Under the Companies (Guernsey) Law, 2008 we are required to report to you if, in our opinion:

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

proper accounting records have not been kept; or

the financial statements are not in agreement with the accounting records.

We have no exceptions to report arising from this responsibility.

Corporate governance statement
concern, longer-

compliance with the provisions of the UK Corporate Governance Code specified for our review. Our
additional responsibilities with respect to the corporate governance statement as other information
are described in the Reporting on other information section of this report.

The company has reported compliance against the 2019 AIC Code of Corporate Governance (the
UK Financial Reporting Council as being consistent with the

investment company, under the Listing Rules of the FCA.
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Report on other legal and regulatory requirements (continued)
Corporate governance statement (continued)
Based on the work undertaken as part of our audit, we have concluded that each of the following

Report, is materially consistent with the financial statements and our knowledge obtained during the
audit, and we have nothing material to add or draw attention to in relation to:

principal risks;

The disclosures in the Annual Report that describe those principal risks, what procedures are in
place to identify emerging risks and an explanation of how these are being managed or mitigated;

appropriate to adopt the going concern basis of accounting in preparing them, and their

period of at least twelve months from the date of approval of the financial statements;

assessment covers and why the period is appropriate; and

will be able to continue in operation and meet its liabilities as they fall due over the period of
its assessment, including any related disclosures drawing attention to any necessary
qualifications or assumptions.

-term viability of the company was
substantially less in scope than an audit and only consisted of making inquiries and considering the

the relevant provisions of the Code; and considering whether the statement is consistent with the
financial statements and our knowledge and understanding of the company and its environment
obtained in the course of the audit.

In addition, based on the work undertaken as part of our audit, we have concluded that each of the
following elements of the corporate governance statement is materially consistent with the financial
statements and our knowledge obtained during the audit:

and understandable, and provides the information necessary for the members to assess the
company's position, performance, business model and strategy;

The section of the Annual Report that describes the review of effectiveness of risk management
and internal control systems; and

The section describing the work of the Audit Committee.

disclose a departure from a
relevant provision of the Code specified under the Listing Rules for review by the auditors.

Roland Mills
For and on behalf of PricewaterhouseCoopers CI LLP
Chartered Accountants and Recognised Auditor
Guernsey, Channel Islands
8 July 2021
































































