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M r J u sti c e Mil es :  

I nt r o d u cti o n  

1.  T h e First Cl ai m a nt ( “ L C F ”) is i n a d mi nistr ati o n. T h e S e c o n d Cl ai m a nts ar e t h e 
a d mi nistr at ors of L C F.  

2.  L C F r ais e d m o n e y fr o m r et ail i n v est ors b y s elli n g “ mi ni -b o n ds ” . T hes e w er e d e bt 
s e c uriti es  w hi c h w er e t y pi c all y n o n -tr a nsf err a bl e (s o t h at t h er e w as n o s e c o n d ar y 
m ar k et) . Iss u a n c e  of  mi ni -b o n ds w as n ot it s elf a r e g ul at e d a cti vit y  a n d t h e m ar k eti n g 
m at eri als f or t h e m di d n ot r e q uir e a p pr o v al b y a n y li sti n g a ut h orit y .  

3.  B et w e e n 2 0 1 3 a n d D e c e m b er 2 0 1 8 L C F r ais e d a t ot al of o v er £ 2 3 7  milli o n  fr o m a b o ut 
1 1, 6 0 0 b o n d h ol d ers . L C F  pr es e nt e d it s elf t o i n v est ors as a c o m m er ci al l e n d er t o t h e S M E 
s e ct or i n t h e U nit e d  K i n g d o m. I n f a ct it a d v a n c e d  t h e m o n e y it r ais e d t o a s m all n u m b er 
of c o n n e ct e d c o m p a ni es , ass o ci at e d wit h f o ur i n di vi d u als, i n cl u di n g  its C E O . T h e 
C l ai m a nts c o nt e n d t h at t h es e a d v a n c es w er e dr ess e d u p as c o m m er ci al l o a n s.  

4.  O n e of t h e b orr o w ers w as t h e T hir d Cl ai m a nt ( “ L O G ”), a c o m p a n y i n c or p or at e d i n 
E n gl a n d a n d W al es w hi c h is n o w i n a d mi nistr ati o n . It b orr o w e d a b o ut  £ 1 2 2 milli o n fr o m 
L C F. T h e F o urt h Cl ai m a nts ar e t h e a d mi nistr at ors of L O G.  

5.  T h e Cl ai m a nts w er e r e pr es e nt e d b y Mr R o bi ns K C, Mr S h a w a n d Mr J u d d, i nstr u ct e d b y 
Mis h c o n d e R e y a L L P.  

6.  T h e First D ef e n d a nt , Mr T h o ms o n , w as at all m at eri al ti m es a dir e ct or of L C F  a n d , f or 
m ost of it s lif e , it s C E O. T h e Cl ai m a nts all e g e t h at Mr T h o ms o n w as als o a b e n efi ci al 
o w n er of v ari o us dir e ct a n d i n dir e ct r e ci pi e nts of m o n e y fr o m L C F. Mr T h o ms o n a d mits 
t h at h e h a d a 5 % b e n efi ci al i nt er est i n c ert ai n s u c h r e ci pi e nts i n cl u di n g L P E S u p p ort 
Li mit e d ( “ L P E S u p p ort ”) , C V R es orts Li mit e d ( “ C V R es orts ”) , C V S u p p ort Li mit e d 
( “ C V S u p p ort ”), W at ersi d e Vill a g es pl c ( “ W at ersi d e Vill a g es ”) , W at ersi d e S u p p ort 
Li mit e d ( “ W at ersi d e S u p p ort ”) , C ost a Pr o p ert y Li mit e d ( “ C ost a Pr o p ert y ”) , C ost a 
S u p p ort  Li mit e d ( “ C ost a S u p p ort ”) , C oli n a S u p p ort Li mit e d ( “ C oli n a S u p p ort ”) , L O G, 
L o n d o n P o w er C or p or ati o n ( “ L P C ”)  a n d L o n d o n G r o u p L L P. Mr T h o ms o n als o a d mits 
t h at h e w as t h e b e n efi ci al o w n er of a c o m p a n y c all e d L o n d o n Fi n a n ci al. T h e n at ur e of 
his a d mitt e d b e n efi ci al i nt er est is dis p ut e d. Mr T h o ms o n p arti ci p at e d f ull y i n t h e tri al. H e 
w as r e pr es e nt e d b y Ms. D w ar k a -G u n g a biss o o n , a s oli cit or a d v o c at e  of Ri c h ar d Sl a d e & 
P art n ers L L P . 

7.  T h e S e c o n d D ef e n d a nt , Mr H u m e -K e n d all , w as at all m at eri al ti m es a dir e ct or a n d a 
b e n efi ci al o w n er of v ari o us dir e ct a n d i n dir e ct r e ci pi e nts of s u ms  fr o m L C F, i n cl u di n g 
L O G a n d L eis ur e &  T o uris m D e v el o p m e nts ( “ L & T D ”)  a n d c o m p a ni es t o w hi c h L O G 
a n d L & T D l e nt ( or o n t h e Cl ai m a nts’ c as e p ur p ort e d t o l e n d) m o n e y. Mr H u m e -K e n d all 
w as a dir e ct or of L C F fr o m 1 2 J ul y 2 0 1 2 t o 1 5 A u g ust 2 0 1 3 , at a ti m e w h e n t h e c o m p a n y 
w as d or m a nt a n d w as k n o w n ( at v ari o us ti m es) as S al es Ai d Fi n a n c e ( E n gl a n d) Li mit e d 
or S o ut h E ast er n C o u nti es Fi n a n c e Li mit e d ( “ S A F E ”). Mr H u m e -K e n d all d e ni es h e h a d 
a n y i n v ol v e m e nt wit h L C F aft er 1 5 A u g ust 2 0 1 3. T h e C l ai m a nts s ettl e d wit h Mr H u m e-
K e n d all v er y e arl y i n t h e tri al.  
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8.  T h e T hir d D ef e n d a nt , Mr B ar k er , w as at m at eri al ti m es a dir e ct or a n d a b e n efi ci al o w n er 
of v ari o us dir e ct a n d i n dir e ct r e ci pi e nts of s u ms  fr o m L C F, i n cl u di n g L O G. T h e 
C l ai m a nts s ettl e d wit h Mr B ar k er b ef or e t h e tri al.  

9.  T h e F o urt h D ef e n d a nt , Mr G ol di n g , w as at all m at eri al ti m es a b e n efi ci al o w n er of 
v ari o us dir e ct a n d i n dir e ct r e ci pi e nts of s u ms  fr o m L C F, i n cl u di n g L O G. T h e Cl ai m a nts 
als o all e g e t h at Mr G ol di n g w as at all m at eri al ti m es a s h a d o w or d e f a ct o dir e ct or of 
L C F , w hi c h Mr  G ol di n g d e ni es. Mr G ol di n g s er v e d a D ef e n c e , b ut w as d e b arr e d fr o m 
d ef e n di n g t h e pr o c e e di n gs o wi n g t o f ail ur es t o c o m pl y wit h a n u nl ess or d er r e q uiri n g 
hi m t o pr o vi d e dis cl os ur e of d o c u m e nts. H e r e m ai n s a li v e d ef e n d a nt  a g ai nst w h o m r eli ef 
is s o u g ht. H e di d n ot att e n d t h e tri al.  

1 0.  T h e Fift h D ef e n d a nt , Mr C ar el ess , o w n e d a n d/ or c o ntr oll e d t h e Si xt h D ef e n d a nt 
( “ S ur g e ”), a m ar k eti n g c o m p a n y e n g a g e d b y L C F as it s s al es a g e nt. T h e s e d ef e n d a nts 
( “t h e S ur g e D ef e n d a nts ”) w er e r e pr es e nt e d b y Mr L e d gist er a n d Mr C urr y, i nstr u ct e d b y 
Ki n gsl e y N a pl e y  L L P . 

1 1.  T h e S e v e nt h D ef e n d a nt , Mr R uss ell -M ur p h y , assi st e d S A F E i n s elli n g mi ni -b o n ds a n d, 
aft er S ur g e b e c a m e t h e m ar k eti n g a g e nt f or L C F, w as e n g a g e d as a p art of t h e s al es t e a m 
b y S ur g e. H e r e c ei v e d p a y m e nts fr o m S ur g e, as di d a c o m p a n y of w hi c h h e w as t h e s ol e 
dir e ct or a n d s h ar e h ol d er, t h e Ni nt h D ef e n d a nt ( “ G P ”). T h e Cl ai m a nts a v er  t h at Mr 
R uss ell -M ur p h y’s k n o wl e d g e is t o b e attri b ut e d t o G P a n d t o S ur g e. Mr R uss ell -M ur p h y 
a d mits t h at his k n o wl e d g e is t o b e attri b ut e d t o G P ( as d o es G P) a n d d o es n ot pl e a d t o 
t h e all e g ati o n t h at it is t o b e attri b ut e d t o S ur g e. Mr C ar el ess a n d S ur g e a v er t h at Mr 
R uss ell -M ur p h y w as e n g a g e d o n a c o ns ult a n c y b a sis a n d w as n ot a n e m pl o y e e of S ur g e; 
a c c or di n gl y, Mr C ar el es s a n d S ur g e d e n y t h at Mr R uss ell -M ur p h y’s k n o wl e d g e i n it s 
e ntir et y c a n or s h o ul d b e attri b ut e d t o S ur g e. Mr R uss ell -M ur p h y a n d G P s er v e d a 
D ef e n c e a n d g a v e dis cl o s ur e of d o c u m e nts b ut di d n ot att e n d t h e P T R or t h e tri al. T h e y 
r e m ai n li v e D ef e n d a nts a g ai nst w h o m r eli ef is s o u g ht.   

1 2.  T h e Ei g ht h D ef e n d a nt , Mr S e d g wi c k , w as a s oli cit or. At v ari o us ti m es h e w as a dir e ct or 
a n d/ or c o m p a n y s e cr et ar y of v ari o us c o m p a ni es t h at w er e dir e ct a n d i n dir e ct r e ci pi e nt s 
of s u ms  fr o m L C F. H e als o dr aft e d m a n y of t h e d o c u m e nts f or t h e tr a ns a cti o ns u n d er 
w hi c h b orr o wi n g c o m p a ni es or t h eir ass o ci at e d c o m p a ni es a c q uir e d ass ets fr o m t h e 
i n di vi d u al D ef e n d a nts ( as e x pl ai n e d b el o w). H e w as als o t h e o w n er a n d c o ntr oll er of 
L C F’s s e c urit y tr ust e e, G l o b al S e c urit y T r ust e e s ( “ G S T ”), u ntil 3 1 M ar c h 2 0 1 8. H e 
r e m ai ns a li v e d ef e n d a nt. H e r e pr es e nt e d hi ms elf at t h e tri al.  

1 3.  T h e T e nt h D ef e n d a nt , Mrs H u m e -K e n d all , is t h e wif e of Mr H u m e-K e n d all a n d w as t h e 
r e ci pi e nt of s o m e s u ms  t h at d eri v e d fr o m L C F a n d/ or L O G. T h e C l ai m a nts br o u g ht 
tr a ci n g cl ai m s a g ai nst h er, w hi c h s h e d e ni e d. T h e cl ai ms w er e s ettl e d e arl y i n t h e tri al . 

1 4.  T h er e w er e als o cl ai ms a g ai nst t h e n o n -e x e c uti v e dir e ct ors of L O G. T h e s e s ettl e d w ell 
b ef or e t h e tri al.  

T h e c l ai m s a n d d ef e n c es i n o utli n e 

1 5.  As alr e a d y st at e d, L C F r ais e d s u ms  fr o m m e m b er s of t h e p u bli c t hr o u g h t h e iss u a n c e t o 
t h e m of mi ni-b o n ds. L C F iss u e d 1 6, 7 0 6 b o n ds t o 1 1, 6 2 5 m e m b ers of t h e p u bli c , w h o 
c oll e cti v el y i n v est e d a t ot al of o v er £ 2 3 7  milli o n . L C F t ol d t h e i n v est ors t h at it w o ul d 
g e n er at e r et ur ns o n s u ms  r ais e d fr o m b o n d h ol d ers b y t h e o n w ar d  l e n di n g of t h os e s u ms .  
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1 6.  T h e Cl ai m a nts all e g e t h at , i n or d er t o i n d u c e pr os p e cti v e b o n d h ol d ers  t o i n v est, L C F 
m a d e v ari o us r e pr es e nt ati o ns t o t h e m, t hr o u g h i nf or m ati o n m e m or a n d a, br o c h ur es, 
t el e p h o n e c all s a n d/ or c o n v ers ati o ns, i n cl u di n g as t o L C F’s o v er h e a ds, t h e us e t o w hi c h 
L C F w o ul d a p pl y f u n ds i n v est e d b y b o n d h ol d ers , t h e st at us of c o m p a ni es t o w hi c h L C F 
w o ul d l e n d s u ms  a n d t h e s e c urit y of t h e i n v est m e nts m a d e b y b o n d h ol d ers . Mr G ol di n g 
a c c e pts i n his D ef e n c e t h at h e o c c asi o n all y a n d i nf or m all y dis c uss e d d esi g n m att ers i n 
r el ati o n t o L C F’s m ar k eti n g m at eri als, b ut s a ys h e w as n ot ot h er wis e i n v ol v e d wit h a n d 
h a d n o r es p o nsi bilit y f or t h e c o nt e nt of t h os e m at eri als. Mr T h o ms o n, Mr R uss ell -
M ur p h y, a n d G P a d mit t h at r e pr es e nt ati o ns w er e m a d e t o pr os p e cti v e b o n d h ol d ers  b y t h e 
m et h o ds all e g e d b ut dis p ut e t h e c o nt e nt of t h e r e pr es e nt ati o ns m a d e. Mr C ar el ess a n d 
S ur g e c o nt e n d t h at t h e Cl ai m a nts’ c as e o n t h e all e g e d r e pr es e nt ati o ns is i n a d e q u at el y 
pl e a d e d.  Mr C ar el ess a n d S ur g e m a k e n o a d mi ssi o ns as t o w h et h er t h e all e g e d 
r e pr es e nt ati o ns w er e m a d e or t h e pr e cis e m e a ni n g t o b e attri b ut e d t o t h e w or ds of t h e 
r e pr es e nt ati o ns pl e a d e d b y t h e Cl ai m a nts, b ut c o nt e n d t h at a n u m b er of t h e all e g e d 
r e pr es e nt ati o ns ar e c o ntr ar y t o t h e e x pr ess w or di n g of t h e i nf or m ati o n m e m or a n d a a n d/ or 
br o c h ur es.  

1 7.  T h e Cl ai m a nts all e g e t h at t h e First t o T e nt h D ef e n d a nts r e c ei v e d s u bst a nti al s u ms dir e ctl y 
or i n dir e ctl y fr o m L C F, t ot alli n g £ 1 3 6, 1 8 9, 7 1 3. 7 6, a n d t h at t h es e s u ms w er e 
mi s a p pr o pri at e d fr o m L C F a n d/ or L O G b y t h e First t o T e nt h D ef e n d a nt s. T h e v ari o us 
D ef e n d a nts a d mit t h at t h e y r e c ei v e d c ert ai n s u ms b ut d e n y t h at t h es e s u ms w er e 
mi s a p pr o pri at e d; r at h er , e a c h c o nt e n ds t h at t h is w as m o n e y t o w hi c h t h e y w er e l a wf ull y 
e ntitl e d.  

1 8.  As j ust st at e d, L C F l e nt t h e s u ms it r e c ei v e d fr o m b o n d h ol d ers  t o v ari o us c o m p a ni es. T h e 
Cl ai m a nts a ll e g e t h at all t h es e c o m p a ni es w er e c o n n e ct e d t o a n d/ or c o ntr oll e d b y t h e First 
t o F o urt h D ef e n d a nts a n d, f urt h er, t h at t h e l o a ns ( a n d ass o ci at e d s al e a gr e e m e nts) w er e  a 
d e vi c e t o c o n c e al t h e mi s a p pr o pri ati o n of m o n e y fr o m L C F b y t h e First t o T e nt h 
D ef e n d a nts.  

1 9.  As n ot e d a b o v e, o n e of t h e b orr o w ers w as L O G. T his c o m p a n y als o l e nt s u ms it b orr o w e d 
fr o m L C F t o v ari o us e ntiti es. T h es e e ntiti es w er e c o ns e q u e ntl y t h e i n dir e ct r e ci pi e nts of 
f u n ds fr o m L C F. T h e Cl ai m a nts all e g e t h at all of t h es e c o m p a ni es, a p art fr o m Atl a nti c 
P etr ol e u m p/f ( “ Atl a nti c P etr ol e u m ”) a n d I n d e p e n d e nt Oil a n d G as ( “I O G ”), w er e 
c o n n e ct e d t o a n d/ or c o ntr oll e d b y t h e First t o F o urt h D ef e n d a nts a n d, f urt h er, t h at t h e 
m a ki n g of t h e l o a ns w as ( at l e ast i n p art) a d e vi c e t o c o n c e al t h e mi s a p pr o pri ati o n  of 
m o n e y  fr o m L C F a n d/ or L O G b y t h e First t o T e nt h D ef e n d a nts. T h e Cl ai m a nts c o nt e n d 
t h at, of t h e a p pr o xi m at el y £ 1 2 2 milli o n b orr o w e d b y L O G fr o m L C F, o nl y £ 3 8. 4 milli o n 
w as a p pli e d b y L O G t o g e n ui n e c o m m er ci al tr a ns a cti o ns.  

2 0.  T h e Cl ai m a nts all e g e t h at i n m a n y i nst a n c es b orr o w er c o m p a ni es w er e i n c or p or at e d o nl y 
v er y s h ortl y b ef or e e nt eri n g i nt o l o a ns; t h e b orr o w er c o m p a ni es oft e n c o n d u ct e d n o 
dis c er ni bl e b usi n ess a cti vit y b e y o n d b orr o wi n g m o n e y; b orr o wi n g c o m p a ni es f ail e d t o 
file st at ut or y a c c o u nts; b orr o wi n g c o m p a ni es m a ni p ul at e d t h eir a c c o u nti n g y e ar -e n ds; 
t h e n a m es of b orr o wi n g c o m p a ni es w er e c h a n g e d f or n o dis c er ni bl e r e as o n; l o a n d e bt 
w as all o c at e d ar bitr aril y t o b orr o w er c o m p a ni es a p p ar e ntl y wit h o ut r ef er e n c e t o a n y 
g e n ui n e  c o m m er ci al n e e d; v er y s u bst a nti al l o a ns w er e a d v a n c e d t o b orr o w er c o m p a ni es 
wit h o ut a n y writt e n l o a n a gr e e m e nt i n pl a c e; l o a n a gr e e m e nts w er e dis h o n estl y b a c k -
d at e d; s u ms  p ur p ort e dl y b orr o w e d b y o n e c o m p a n y w er e p ai d t o s o m e ot h er r e ci pi e nt f or 
n o dis c er ni bl e r e as o n; s u ms  p ur p ort e dl y l e nt t o b orr o w er c o m p a ni es w er e p ai d dir e ctl y 
or i n dir e ctl y t o c ert ai n of t h e D ef e n d a nts; s e c urit y a gr e e m e nts w er e i n c o m pl et e or 
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ot h er wis e d ef e cti v e a n d s u bst a nti al b orr o wi n g w a s u ns e c ur e d or i ns uffi ci e ntl y s e c ur e d; 
a n d L C F’s s e c urit y tr ust e e w as o w n e d a n d c o ntr oll e d b y Mr S e d g wi c k a n d, s u bs e q u e ntl y, 
Mr T h o ms o n.  

2 1.  T h e Cl ai m a nts als o all e g e t h at t h e all e g e d mi s a p pr o pri ati o n s w er e  eff e ct e d i n s o m e c as es 
t hr o u g h t h e cr e ati o n of dis h o n est tr a ns a cti o ns w hi c h h a d n o c o m m er ci al r ati o n al e b ut 
w er e i m pl e m e nt e d t o dis g uis e t h e mi s a p pr o pri ati o n of b o n d h ol d er m o n e y . T h es e i n cl u d e 
tr a ns a cti o ns d es cri b e d as t h e L a k e vi e w S P As, t h e El ysi a n S P A, t h e Pri m e S P A, t h e L P T 
S P A a n d t h e L P E S P A.  

2 2.  T h e Cl ai m a nts als o all e g e t h at L C F w as o p er at e d as a P o n zi s c h e m e a n d t h at p a y m e nts 
of i nt er est a n d pri n ci p al t o e xisti n g b o n d h ol d ers  w er e f u n d e d b y t h e pr o c e e ds of n e w 
b o n ds, r at h er t h a n fr o m i n c o m e or ot h er r es o ur c es g e n er at e d b y t h e b orr o wi n g c o m p a ni es 
t h e ms el v es. T h e y all e g e t h at t h e b orr o wi n g c o m p a ni es n e v er p ai d a n y a m o u nts fr o m t h eir 
o w n r es o ur c es t o L C F a n d t h at a n y i nt er est p a y a bl e o n t h eir l o a ns w as c o v er e d b y L C F 
all o wi n g i n cr e ases  i n t h e pri n ci p al a m o u nt s t h e y o w e d. T h e Cl ai m a nts s a y t h at all 
r ep a y m e nts t o e xisti n g b o n d h ol d ers  w er e f u n d e d b y s u ms  r ais e d fr o m n e w i n v est ors.  

2 3.  Mr T h o ms o n a d mits t h at h e h a d a 5 % b e n efi ci al i nt er est i n a n u m b er of L C F’s b orr o w ers 
b ut d e ni es a n y i m pr o pri et y a n d m ai nt ai ns t h at all l o a ns w er e b a c k e d b y s uffi ci e nt 
s e c urit y.  H e c o nt e n ds t h at t h e b usi n ess of L C F w a s l e giti m at e t hr o u g h o ut.  

2 4.  Mr H u m e -K e n d all a d mitt e d ( b ef or e s ettli n g) t h at h e w as i nt er est e d i n v ari o us of t h e 
b orr o w ers of L C F a n d/ or L O G b ut d e ni e d  a n y i m pr o pri et y a n d, i n p arti c ul ar, c o nt e n d e d 
t h at all l e n di n g b y L O G w as m a d e i n g o o d f ait h f or t h e p ur p os es of L O G’s b usi n ess. H e 
d e ni e d a n y wr o n g d oi n g.  

2 5.  Mr B ar k er a d mitt e d ( b ef or e h e s ettl e d) t h at h e, Mr H u m e -K e n d all, Mr T h o ms o n, a n d Mr 
G ol di n g w er e i nt er est e d i n v ari o us of t h e b orr o w er s of L C F a n d/ or L O G b ut d e ni e d a n y 
i m pr o pri et y a n d c o nt e n d e d t h at all l e n di n g b y L O G w as m a d e i n g o o d f ait h f or t h e 
p ur p os es of L O G’s b usi n ess. H e a d mitt e d r e c ei vi n g s u ms  arisi n g fr o m s h ar e s al es b ut 
s ai d t h at t h e y w er e pr o p er s al es a n d ar os e fr o m t h e r estr u ct uri n g of t h e gr o u p of w hi c h 
L O G w as p art a n d t h e a c q uisiti o n of c ert ai n t e c h n ol o g y c o m p a ni es b y t h at gr o u p.  

2 6.  Mr G ol di n g a d mi ts i n his D ef e n c e t h at h e h a d a b e n efi ci al i nt er est i n c o m p a ni es w hi c h 
b orr o w e d s u ms fr o m L C F a n d/ or L O G b ut d e ni es a n y i m pr o pri et y. Mr G ol di n g s a ys i n 
his D ef e n c e t h at h e w as n ot a dir e ct or of a n y of t h o s e b orr o wi n g c o m p a ni es a n d t h at (s a v e 
i n r el ati o n t o F S E q u estri a n S er vi c es Li mit e d ( “ F S E S ”) ) h e w as n ot i n v ol v e d i n t h e 
d e cisi o ns t a k e n b y t h os e c o m p a ni es t o b orr o w fr o m L C F a n d/ or L O G. Mr G ol di n g als o 
a d mits t h at h e r e c ei v e d s u ms  p urs u a nt t o t h e s h ar e s al es ; h e s a ys t h es e w er e b o n a fi d e 
a n d  g e n ui n e c o m m er ci al tr a ns a cti o ns p urs u a nt t o w hi c h h e w as e ntitl e d t o t h e s u ms 
r e c ei v e d i n c o nsi d er ati o n f or t h e s al e of his v ari o u s i nt er ests.  

2 7.  Mr S e d g wi c k a d mits i n his D ef e n c e t h at l o a ns w er e m a d e b y L C F a n d L O G t o c o n n e ct e d 
e ntiti es b ut all e g es t h at h e w as n ot a w ar e t h at L C F o nl y m a d e l o a ns t o c o n n e ct e d e ntiti es 
a n d d e ni es a n y i m pr o pri et y. H e a d mits t h at c ert ai n c o m p a ni es h a d r e c e ntl y b e e n 
i n c or p or at e d b ut a v ers t h at w as p art of a r estr u ct uri n g e x er cis e. H e a d mits t h at h e 
c o ntr oll e d L C F’s s e c urit y tr ust e e b ut s a ys t h at h e r eli e d o n L C F’s s oli cit ors, L e wis Sil ki n, 
t h at t h e a p p oi nt m e nt of t h e s e c urit y tr ust e e w as v ali d a n d a p pr o pri at e. H e a d mits his 
i n v ol v e m e nt i n t h e s h ar e s al es b y Mr B ar k er a n d Mr H u m e -K e n d all b ut s a ys t h at t h e y 
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w er e pr o p er a n d ar os e fr o m t h e r estr u ct uri n g of t h e gr o u p of w hi c h L O G w as p art a n d 
t h e a c q uisiti o n of c ert ai n t e c h n ol o g y c o m p a ni es b y t h at gr o u p. 

2 8.  Mr C ar el ess a n d S ur g e d o n ot a d mit t h at t h er e w as a n y fr a u d or wr o n g d oi n g i n t h e 
b usi n ess of L C F. T h e y d e n y t h at t h e y p arti ci p at e d i n  a n y  wr o n g d oi n g  t h er e m a y h a v e 
b e e n . T h e y s a y t h at t h eir r ol e w as li mit e d t o pr o vi di n g L C F wit h t hir d-p art y, o uts o ur c e d 
i n v est or f a ci n g s er vi c es a n d t h e y di d n ot p arti ci p at e i n t h e l e n di n g, tr e as ur y, or fi n a n ci al 
as p e cts  of L C F’s b usi n ess; a n d al w a ys b eli e v e d L C F’s b usi n ess t o b e g e n ui n e a n d 
l e giti m at e.  

2 9.  Mr R uss ell -M ur p h y a n d G P m a k e n o a d mi ssi o ns as t o t h e Cl ai m a nts’ all e g ati o ns. Mr 
R uss ell -M ur p h y s a ys t h at h e w as a cti n g as a s al e s m a n a n d w as e ntitl e d t o r e c ei v e t h e 
s u ms h e di d.  

3 0.  As t o t h e l e g al c h ar a ct er of t h e cl ai ms, t h e Cl ai m a nts all e g e t h at t h e r e pr es e nt ati o ns m a d e 
b y L C F t o b o n d h ol d ers  w er e f als e a n d t h at t h e b usi n ess of L C F w as c arri e d o n wit h t h e 
i nt e nt t o d efr a u d b o n d h ol d ers  a n d/ or f or t h e fr a u d ul e nt p ur p os e of mi s a p pr o pri ati n g 
b o n d h ol d er m o ni es  a n d/ or w as o p er at e d as a P o n zi s c h e m e . T h e Cl ai m a nts all e g e t h at 
e a c h of t h e r e m ai ni n g li v e D ef e n d a nts w as  k n o wi n gl y p art y  t o t h at fr a u d ul e nt tr a di n g a n d 
s h o ul d t h er ef or e m a k e c o ntri b uti o ns t o t h e Cl ai m a nts’ ass ets. T h e r el e v a nt D ef e n d a nts 
d e n y t h es e cl ai ms.  

3 1.  T h e Cl ai m a nts als o all e g e t h at t h at Mr T h o ms o n a n d Mr G ol di n g br e a c h e d t h e d uti es 
t h e y o w e d t o L C F b y r e a s o n of t h e m att ers s et o ut a b o v e a n d t h at s u c h br e a c h es c a us e d 
L C F l oss a n d d a m a g e. Mr T h o ms o n a n d Mr G ol di n g d e n y t h es e cl ai ms . As alr e a d y n ot e d, 
Mr G ol di n g d e ni es t h at h e a ct e d as a dir e ct or of L C F a n d t h er ef or e d e ni es t h at h e o w e d 
a n y d uti es t o L C F.  

3 2.  T h e Cl ai m a nts all e g e t h at t h e ot h er li v e D ef e n d a nts dis h o n estl y assi st e d Mr T h o ms o n 
a n d Mr G ol di n g i n br e a c hi n g t h eir fi d u ci ar y d uti es t o L C F a n d ar e t h er ef or e li a bl e t o 
c o m p e ns at e L C F f or t h e r el e v a nt l oss es. All t h e li v e D ef e n d a nts d e n y t h es e cl ai ms .  

3 3.  T h e Cl ai m a nts als o m a k e pr o pri et ar y cl ai m s.  T h e Cl ai m a nts all e g e t h at Mr T h o ms o n a n d 
Mr G ol di n g c a us e d L C F t o p a y a w a y m o n e y  i n br e a c h of t h eir d ut i es t o L C F, t o t h e First 
t o Ei g ht h a n d T e nt h D ef e n d a nts , a n d t h at t h es e D ef e n d a nts r e c ei v e d s u c h s u ms  wit h 
k n o wl e d g e of t h es e br e a c h es  s u c h t h at it w o ul d b e u n c o ns ci o n a bl e f or t h e m t o g ai n or 
r et ai n a n y b e n efi ci al i nt er est i n t h e ass ets r e c ei v e d. T h e Cl ai m a nts c o nt e n d t h at s u c h 
ass ets  r e c ei v e d b y t h e First t o Ei g ht h a n d T e nt h D ef e n d a nts, or t h e tr a c e a bl e pr o c e e d s 
t h er e of, ar e h el d o n c o nstr u cti v e tr ust f or L C F a n d/ or s u bj e ct to L C F’s e q uit a bl e i nt er est 
t h er ei n. T h e r el e v a nt D ef e n d a nts d e n y t h es e cl ai ms. T h e y s a y t h at t h er e w as n o 
mi s a p pr o pri ati o n. T h e y als o ar g u e t h at t h e cl ai ms f ail i n l a w b e c a us e t h e m o n e y w hi c h 
r e a c h e d t h e D ef e n d a nts w er e n o l o n g er t h e pr o p ert y of L C F, h a vi n g b e e n l e nt t o 
b orr o wi n g c o m p a ni es or p ai d t o S ur g e as f e es.  

Wit n ess es  of f a ct  

3 4.  T h e k e y e v e nts t o o k pl a c e u p t o a d e c a d e a g o . T h e f a ct u al hist or y is c o m pl e x a n d 
i n v ol v e d. T h e w it n ess es n at ur all y str u g gl e d  t o r e m e m b er t h e d et ails a n d s e q u e n c e of 
e v e nts. M e m ori es ar e m ut a bl e a n d  ar e  i nfl u e n c e d b y t h e f or e nsi c pr o c ess a n d  b y i nt er ests 
a n d m oti v es.  I s h all ass ess t h e or al t esti m o n y as p art of t h e e ntir e  e vi d e n c e.  I n t hi s c as e, 
th er e ar e e xt e nsi v e c o nt e m p or a n e o us d o c u m e nt s i n cl u di n g e m ails, t e xts a n d ot h er 
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el e ctr o ni c m ess a g es. T h er e ar e s o m e g a ps, as e x pl ai n e d b el o w , b ut it is g e n er all y a n 
i nf or m ati v e r e c or d. 

3 5.  I h a v e r e a c h e d fi n di n gs of f a ct o n t h e b a sis of t h e wit n ess t esti m o n y, t h e 
c o nt e m p or a n e o us  d o c u m e nt s, t h e m oti v es  of t h e p arti es a n d ot h ers , t h e u n c o nt est e d a n d 
u n c o ntr o v ersi al f a cts , a n d t h e i n h er e nt pr o b a biliti es.  

3 6.  I will m a k e s p e cifi c o bs er v ati o ns a b o ut t h e wit n ess es’ cr e di bilit y w h e n  r e a c hi n g fi n di n gs 
of f a ct. S o m e c o m m e nts ar e m a d e h er e a b o ut m y i m pr essi o ns of t h e wit n es s es.  

3 7.  T h e Cl ai m a nts ’ wit n ess e s w er e Mr O’ C o n n ell, Mr S hi n n ers, Ms Ll o y d, Mr H u ds o n  a n d 
Mr Pitt.  

3 8.  Mr O’ C o n n ell is o n e of t h e a d mi nistr at ors  of L C F a n d L O G . H e g a v e e vi d e n c e a b o ut t h e 
st at es of aff airs i n t h e a d mi nistr ati o n s. His e vi d e n c e w as cl e ar a n d c o n cis e a n d w as n ot 
s eri o usl y c h all e n g e d. I a c c e pt it.  

3 9.  Mr S hi n n ers is o n e of t h e a d mi nistr at or s. H e g a v e e vi d e n c e a b o ut t h e w a y t h e 
a d mi nistr at ors d e alt wit h t h e  I O G ass ets o w n e d b y L O G. H e e x pl ai n e d t h at L O G w as n ot 
it s elf a tr a di n g c o m p a n y a n d o nl y h el d ass ets. H e a ns w er e d q u esti o ns  f airl y a n d cl e arl y 
a n d I c o n cl u d e d t h at his e vi d e n c e w as r eli a bl e .  

4 0.  Ms Ll o y d is a n e m pl o y e e of t h e a d mi nistr at ors ’ fir m. S h e g a v e e vi d e n c e c o n c er ni n g  t h e 
d e cisi o ns t a k e n b y t h e m a b o ut t h e dis p os al of s o m e of t h e ass ets  i n t h e a d mi nistr ati o n  of 
L C F . S h e w as a c a uti o us  wit n ess w h o w as c ar ef ul t o li mit h er a ns w ers stri ctl y t o t h e 
q u esti o n. At ti m es s h e s e e m e d n er v o us a n d s o m e w h at d ef e nsi v e,  b ut I s a w n o r e as o n t o 
d o u bt h er e vi d e n c e, w hi c h I a c c e pt  as r eli a bl e . 

4 1.  Mr Pitt is a  c h art er e d a c c o u nt a nt w h o a d vis e d t h e a d mi nistr at ors i n r el ati o n t o t h e s al e of 
t h e W at ersi d e sit e. H e e x pl ai n e d t h at t h e titl e w as o nl y s ort e d o ut i n t h e s u m m er of 2 0 2 1. 
H e w as a str ai g htf or w ar d a n d h el pf ul wit n ess. His e vi d e n c e w as n ot u n d er mi n e d b y cr oss -
e x a mi n ati o n,  a n d I a c c e pt  it. 

4 2.  Mr H u ds o n is a f or e nsi c a c c o u nt a nt. H e h as pr o d u c e d t hr e e wit n ess st at e m e nts d e ali n g 
wit h t h e cl ai m a nts’ c as e t h at L C F o p er at e d a P o n zi s c h e m e. H e h as u n d ert a k e n a d et ail e d 
a n al ysi s of b a n k st at e m e nts, i nt er n al c o m p a n y l e d g ers a n d ot h er b o o ks a n d h as e x pl ai n e d 
m o n e y fl o ws b et w e e n i n v est ors, L C F, t h e b orr o wi n g c o m p a ni es a n d v ari o us ot h er 
e ntiti es . H e s u m m ar is e d his c o n cl usi o ns i n t h e f or m of wit n ess st at e m e nts. T h e 
D ef e n d a nts di d n ot o bj e ct t o t h e a d mi ssi bilit y of his e vi d e n c e b ut  s u b mitt e d t h at h e w as 
n ot a n e x p ert wit n ess  a n d t h at h e h a d n ot s o u g ht t o c o m pl y wit h t h e C P R  pr o visi o ns f or 
s u c h a wit n ess. T h at i s c orr e ct, b ut h e w as n ot p ut f or w ar d as a n e x p ert. H e o c c asi o n all y 
b e c a m e ar g u m e nt ati v e  u n d er cr oss -e x a mi n ati o n,  b ut I c o n cl u d e d t h at his e vi d e n c e a b o ut 
t h e m o n e y -fl o ws b as e d o n t h e b a n k a n d a c c o u nti n g r e c or ds  w as pr es e nt e d i n a h el pf ul 
a n d c o n v e ni e nt f or m , a n d t h e D ef e n d a nts di d n ot s eri o usl y c h all e n g e his s u m m ari es of 
w h at t h at e vi d e n c e s h o w e d .  

4 3.  I als o h e ar d e vi d e n c e fr o m Mr T h o ms o n, Mr C ar el ess a n d Ms V e n n.  

4 4.  Mr T h o ms o n g a v e s o m e e vi d e n c e a b o ut his p h ysi c al c o n diti o n a n d m e nt al h e alt h. I n 
D e c e m b er 2 0 2 3 , h e u n d er w e nt s ur g er y o n his s pi n e. T his h as l eft hi m i n c o nsi d er a bl e 
p ai n f or w hi c h h e w as still t a ki n g p ai n kill ers, i n cl u di n g o pi oi ds, d uri n g t h e tri al. I h el d a 
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gr o u n d -r ul es h e ari n g at w hi c h I dir e ct e d t h at t h er e w o ul d b e a p pr o pri at e br e a ks t o all o w 
Mr T h o ms o n t o l e a v e t h e wit n ess b o x a n d w al k a b o ut t o r eli e v e his p ai n. I e x pl ai n e d t o 
Mr T h o ms o n t h at h e s h o ul d i n di c at e if h e n e e d e d a br e a k. I als o r ul e d t h at t h e us u al b a r 
w o ul d n ot a p pl y t o dis c ussi o ns b et w e e n Mr T h o ms o n a n d his l a w y ers i ns of ar a s t h e y 
c o n c er n e d his h e alt h a n d p ai n t ol er a n c e w hil e h e w as gi vi n g his e vi d e n c e. I n gi vi n g his 
e vi d e n c e , Mr T h o ms o n di d as k f or br e a ks fr o m ti m e t o ti m e. O n s o m e o c c asi o ns it w as 
n e c ess ar y t o st o p t h e cr oss -e x a mi n ati o n e arli er t h a n us u al t o gi v e hi m l o n g er br e a ks . 
C o u ns el f or t h e C l ai m a nts als o a gr e e d t h at h e w o ul d s e e k t o e ns ur e t h at his q u esti o ns 
w er e r e a dil y c o m pr e h e nsi bl e. I w as s atisfi e d t h at h e di d s o. 

4 5.  As t o Mr T h o ms o n’s m e nt al h e alt h, I w as pr o vi d e d wit h t h e e vi d e n c e of a ps y c hi atri c 
c o ns ult a nt w h o e x pl ai n e d t h at Mr T h o ms o n w as s u bj e ct t o a n xi et y a n d str ess a n d 
pr es e nt e d si g ns of a dj ust m e nt dis or d er, w hi c h c o ul d aff e ct his c o n c e ntr ati o n a n d f o c us. 
Mr T h o ms o n’s a d v o c at e as k e d t h at t h e d et ails of his c o n diti o n s h o ul d n ot b e p u bli cl y 
dis cl os e d a n d t h er e is n o r e as o n i n t hi s j u d g m e nt t o d o s o. T h e c o ns ult a nt ps y c hi atrist 
c o n cl u d e d t h at Mr T h o ms o n w as a bl e t o u n d erst a n d t h e q u esti o ns h e as k e d d uri n g t h eir 
c o n s ult ati o n. I h a v e t a k e n t hi s r e p ort i nt o a c c o u nt w h e n ass essi n g Mr T h o ms o n’s 
e vi d e n c e.  I w as s ati sfi e d t hr o u g h o ut his e vi d e n c e t h at Mr T h o ms o n w as a bl e t o 
u n d erst a n d t h e q u esti o ns p os e d i n cr oss -e x a mi n ati o n. H e e n g a g e d wit h t h e d et ails of t h e 
q u esti o ns a n d s o m eti m es as k e d f or cl arifi c ati o n . H e als o a p p e ar e d t o m e t o b e a w ar e n ot 
j ust of t h e m e a ni n g of t h e q u esti o ns b ut of w h er e h e t h o u g ht t h e y mi g ht b e l e a di n g . 

4 6.  Mr T h o ms o n  w as a n e xtr e m el y p o or wit n ess . M y r e as o ns f or r e a c hi n g t hi s c o n cl usi o n 
i n cl u d e d t h e f oll o wi n g: 

i. T h e d o c u m e nt ar y  r e c or d est a blis h es t h at Mr T h o ms o n  w as r e p e at e dl y i n v ol v e d i n 
t h e cr e ati o n a n d b a c k-d ati n g of d o c u m e nts f or t h e p ur p os es of mi sl e a di n g t hir d 
p arti es, i n cl u di n g a u dit ors. I s h all r ef er t o n u m er o us e x a m pl es of t hi s b el o w.  Mr 
T h o ms o n a c c e pt e d t h at s o m e of t h e c o nt e m p or a n e o us d o c u m e nts h e w as t a k e n t o 
c o nt ai n e d li es or o missi o ns. H e s o u g ht t o j ustif y t h es e as h ar ml ess li es  or a s a w a y 
of st alli n g or b u yi n g ti m e . I r ej e ct t his att e m pt t o d o w n pl a y his li es. T h e y i n cl u d e d 
d eli b er at el y l yi n g t o a u dit ors a b o ut a n o n-e xist e nt k e y c o ntr a ct  of L C F , li es i n a 
m ort g a g e a p pli c ati o n f or m  a n d li es t o his s oli cit ors a b o ut h o w L C F h a d c o m e t o b e 
li st e d o n a w e bsit e. T h e y w er e s eri o us li es a n d hi s att e m pt s t o j ustif y t h e m t hr o w 
si g nifi c a nt li g ht o n Mr T h o ms o n’s a p pr o a c h t o tr ut h -t elli n g g e n er all y . 

ii. I a m s ati sfi e d t h at Mr T h o ms o n g a v e e vi d e n c e i n c o urt w hi c h w as n ot o nl y u ntr u e 
b ut w hi c h h e k n e w t o b e u ntr u e. I n d e e d, h e w as s eri all y u ntr ut hf ul , a n d it w as h ar d 
t o cr e dit v er y m u c h of w h at h e s ai d . S o m e ex a m pl es ar e t h e all e g e d e xist e n c e of 
t w o writt e n a gr e e m e nts d at e d 1 5 J ul y 2 0 1 5 o n t h eir f a c e, w hi c h I h a v e c o n cl u d e d 
w er e o nl y cr e at e d m u c h l at er, aft er t h e c oll a ps e of L C F; Mr T h o ms o n’s e x pl a n ati o n 
f or a s eri es of p a y m e nts m a d e t o hi m p ers o n all y b y S ur g e; Mr T h o ms o n’s e vi d e n c e 
a b o ut t h e cir c u mst a n c es i n  w hi c h h e si g n e d t a x r et ur n s f or 2 0 1 5/ 1 6 a n d 2 0 1 6/ 1 7; 
his c o nt e nti o n t h at h e h a d h a n d e d c o ntr ol o v er O n e M o n d a y  Li mit e d ( “ O n e 
M o n d a y ”)  t o Mr B ark er; a n d his c o nt e nti o n t h at a si g n e d c o p y of a  s er vi c e 
a gr e e m e nt b et w e e n L C F a n d S ur g e w as s e nt t o hi m b y S ur g e i n  O ct o b er  2 0 1 6 . 

iii. Mr T h o ms o n w as oft e n e v asi v e i n a ns w eri n g q u esti o ns, e v e n i n t h e f a c e of 
d o c u m e nts w hi c h u n d er mi n e d t h e e vi d e n c e h e w as gi vi n g.  
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i v. W h e n h e t h o u g ht it s uit e d his c as e, h e cl ai m e d t o r e m e m b er c o n v ers ati o ns a n d or al 
a gr e e m e nts w hi c h w er e n ot r ef err e d t o i n his wit n ess st at e m e nt or r efl e ct e d i n t h e 
d o c u m e nt ar y r e c or d. B ut at ot h er st a g es i n his e vi d e n c e, w h e n it als o s uit e d hi m, 
h e f ell b a c k o n s a yi n g t h at h e h a d n o r e c oll e cti o n  at all , e v e n w h e n t his w as 
i m pr o b a bl e. 

v.  A s his e vi d e n c e pr o gr ess e d, h e w as i n cr e asi n gl y i n cli n e d t o bl a m e ot h er p e o pl e, 
s a yi n g t h e y w er e r es p o n si bl e f or t as ks or c o m m u ni c ati o ns a n d t h at h e h a d littl e 
i n v ol v e m e nt, w h e n t h e d o c u m e nts s h o w e d t h at h e w as i n d e e d c e ntr all y i n v ol v e d.  

vi.  T h er e w er e o c c asi o ns w h e n h e dis a gr e e d wit h a f a ct u al pr o p ositi o n w hi c h h a d b e e n 
t a k e n v er b ati m fr o m hi s o w n wit n ess st at e m e nt. 

vii.  H is a ns w ers s o m eti m es s hift e d a n d b e c a m e i n c o n sist e nt, wit hi n a s h ort p eri o d of 
cr oss -e x a mi n ati o n . 

viii.  T h er e w as l a n g u a g e i n his wit n ess st at e m e nt w hi c h m e a nt n ot hi n g t o hi m a n d w hi c h 
h a d t o b e e x pl ai n e d t o hi m.  

4 7.  F or t h es e r e as o ns , I h a v e tr e ate d  Mr T h o ms o n ’s e vi d e n c e c a uti ousl y  e x c e pt w h er e  
s u p p ort e d b y d o c u m e nt s or u n c o nt est e d f a cts . 

4 8.  Mr C ar el ess b e g a n his e vi d e n c e b y gi vi n g s h ort  a n d cl e ar a ns w ers. A s t h e cr oss -
e x a mi n ati o n w e nt o n t hi s c h a n g e d a n d h e st art e d t o gi v e l o n g, di gr essi v e , s elf-
e x c u lp at or y o n es , oft e n r e p e ati n g r efr ai ns. I c o n cl u d e d  t h at I m ust t a k e a  c a uti o us  
a p pr o a c h t o hi s e vi d e n c e  s a v e w h er e c orr o b or at e d b y d o c u m e nts or u n c o nt e st e d f a cts : 

i. I f o u n d s o m e of his e vi d e n c e t o b e i n cr e di bl e as it w as gi v e n. A n e x a m pl e w as his 
e vi d e n c e a b o ut S ur g e’s p a y m e nts t o Mr G ol di n g  of  1 % of t h e gr oss r e c ei pt s r ais e d 
fr o m n e w b o n d h ol d ers  ( a m o u nti n g t o 4 % of S ur g e’s f e es). I c o ul d n ot a c c e pt his 
e x pl a n ati o n t h at t hi s w as a n i ntr o d u cti o n f e e, si n c e it w as a gr e e d l o n g aft er S ur g e 
st art e d w or ki n g f or L C F a n d  t h er e w as n o c o m m er ci al r e as o n S ur g e w o ul d h a v e 
a gr e e d t o p a y it ot h er t h a n t o k e e p Mr G ol di n g o n -si d e a n d m ai nt ai n it s 2 5 % 
c o m missi o n.  

ii. A n ot h er e x a m pl e w as t h e p a y m e nt b y S ur g e of 0. 5 % of gr oss r e c ei pt s ( 2 % of 
S ur g e’s f e e) t o Mr T h o ms o n. I w as u n a bl e  t o a c c e pt his e vi d e n c e t h at t hi s w as f or 
w or k c o n d u ct e d  b y Mr T h o ms o n f or Bl a c k m or e, a n ot h er cli e nt of S ur g e.  

iii. M a n y of Mr C ar el ess’s a ns w ers i n cr oss -e x a mi n ati o n w er e l o n g a n d f or m ul ai c, 
r ef erri n g t o L C F's l a w y ers a n d a u dit ors, e v e n w h e n t h e y h a d littl e t o d o wit h t h e 
q u esti o n. I r e a c h e d t h e fir m i m pr essi o n t h at h e w as a d h eri n g t o a pr e or d ai n e d s cri pt 
r at h er t h a n tr yi n g t o a ns w er t h e s p e cifi c q u esti o n s.  

i v. His e vi d e n c e a b o ut t h e s e q u e n c e of e v e nts w as oft e n c o nf us e d: h e fr e q u e ntl y 
r ef err e d t o m u c h l at er e v e nts (i n cl u di n g t h e a u dit s of L C F’s a c c o u nts a n d m e eti n gs 
wit h G ol d m a n S a c hs) t o e x pl ai n his c o n d u ct o n e arli er o c c asi o ns.  Mr C ar el ess w as 
willi n g t o a c c e pt o n m a n y o c c asi o ns t h at h e c o ul d n ot r e m e m b er t h e s e q u e n c e of 
e v e nts. T his w as r e ali sti c, b ut it u n d er mi n e d his i nsist e n c e  t h at h e h a d a fir m a n d 
cl e ar m e m or y of s o m et hi n g t h at h a p p e n e d t o b e h el pf ul t o his c as e.  
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v.  H e a c c e pt e d t h at h e h a d r e h e ars e d t h e r el e v a nt e v e nts i n his mi n d a gr e at m a n y 
ti m es o v er t h e i nt er v e ni n g y e ars a n d h a d b e e n i nt er vi e w e d o n s e v er al o c c asi o ns, 
f or w hi c h h e h a d c ar ef ull y pr e p ar e d. It is e ntir el y n at ur al t h at t h er e w as m u c h 
bl urri n g a n d e v e n c o nf u si o n i n his m e m or y of t h e s e q u e n c e of e v e nts.  T h er e is 
o b vi o usl y m u c h at st a k e i n t hi s c as e, a n d h e h as a n  i nt er est i n pr es e nti n g his o w n 
c o n d u ct i n t h e b est p ossi bl e li g ht. B ut I h a v e n o d o u bt t h at it h as aff e ct e d his 
r e c oll e cti o n of e v e nts w hi c h t oo k pl a c e u p t o ni n e y e ars a g o.  

vi.  Mr C ar el ess g a v e e vi d e n c e t o t h e a d mi nistr at ors  at a  pri v at e e x a mi n ati o n u n d er 
s e cti o n 2 3 6 of t h e I n s ol v e n cy A ct 1 9 8 6 i n 2 0 2 0 w hi c h is i n c o nsist e nt wit h t h e 
e vi d e n c e  n o w gi v e n. At t h e d at e of t h e e x a mi n ati o n t h e a d mi nistr at ors di d n ot h a v e 
all  t h e d o c u m e nts n o w a v ail a bl e t o t h e m. I h a v e c o n cl u d e d t h at t h es e c h a n g es i n 
his e vi d e n c e o nl y c a m e a b o ut b e c a us e Mr C ar el es s h as n o w b e e n c o nfr o nt e d wit h 
f urt h er d o c u m e nts.  

vii.  T h e d o c u m e nts s h o w t h at Mr C ar el ess pr e p ar e d f or t h e pri v at e e x a mi n ati o n wit h a 
s eri es of m o d el a ns w ers , w hi c h h e w as t est e d o n. T h es e i n cl u d e d t h at t h e 2 5 % f e e 
w as a m ar k et f e e a n d t h at h e t o o k c o mf ort fr o m t h e a u dit e d a c c o u nts.  T h es e ar e 
t h e m es t h at Mr C ar el ess r e p e at e d m a n y ti m es i n his or al e vi d e n c e at t his tri al. 

viii.  S o m e of t h e c o nt e m p or a n e o us e vi d e n c e s h o w s  t h at h e w as willi n g o n o c c asi o n t o 
t ell d eli b er at e li es a b o ut t h e r el e v a nt e v e nts. A n e x a m pl e is a n e m ail of 1 A pril 
2 0 1 9 i n w hi c h h e d es cri b e d t h e st e ps h e h a d t a k e n i n a pr o p os e d pr o p ert y 
tr a ns a cti o n i n t h e Isl e of Wi g ht. I f o u n d his e vi d e n c e w as n ot h o n est. 

4 9.  Ms V e n n w or k e d wit h Mr C ar el ess. ( F or s o m e of t h e r el e v a nt p eri o d , b ef or e h er m arri a g e, 
s h e w as c all e d K err y Gr a h a m, b ut f or c o n v e ni e n c e s h e h as b e e n r ef err e d t o t hr o u g h o ut 
t h e tri al as K err y V e n n.) S h e w as a c o nfi d e nt wit n ess w h o g e n er all y g a v e h er a ns w ers 
cl e arl y. H o w e v er, I c o n cl u d e d t h at I s h o ul d tr e at h er e vi d e n c e  c a uti o usl y  s a v e w h er e 
c orr o b or at e d b y a d o c u m e nt or t h e u n c o nt est e d f a cts : 

i. Ms V e n n m a d e it cl e ar t h at s h e t h o u g ht Mr C ar el ess w as wr o n gl y a c c u s e d of 
wr o n g d oi n g. T h er e is n ot hi n g wr o n g wit h t h at, b ut I h a v e n o d o u bt t h at it c ol o ur e d 
h er r e c oll e cti o n. S h e h a d r e a d t h e tr a ns cri pts of Mr C ar el ess’s cr oss -e x a mi n ati o n . 
A g ai n,  t h er e is n ot hi n g i n h er e ntl y wr o n g wit h t h at b ut t h er e w er e p arts of h er 
e vi d e n c e w hi c h cl os el y e c h o e d Mr C ar el ess’s or al t esti m o n y . 

ii. Ms V e n n  w as i nt e gr all y i n v ol v e d i n t h e r el e v a nt e v e nts, w hi c h h a v e l e d t o h u g e 
p u bli cit y, a n d s h e h as a n i nt er est i n b ei n g s e e n i n t h e b est li g ht.  

iii. As h er e vi d e n c e w e nt o n, s h e g a v e l o n g er, m or e ar g u m e nt ati v e a ns w ers. O n a 
n u m b er of o c c asi o ns , s h e st at e d c o nfi d e ntl y t h at s h e h a d or h a d n ot d o n e or t h o u g ht 
s o m et hi n g o nl y t o b e s h o w n a d o c u m e nt w hi c h u n d er mi n e d h er a ns w er a n d b eli e d 
h er c o nfi d e n c e.  

i v. It is als o cl e ar t h at s o o n aft er t h e cl os ur e of L C F’ s b usi n ess s h e a n d Mr C ar el ess 
w er e c o n c er n e d t o d ef e n d S ur g e’s a cti o ns a n d t h at s h e a n d ot h ers c oll e ct e d 
m at eri als t o s e e k t o j ustif y w h at h a d h a p p e n e d.  H e n c e Ms V e n n h as b e e n pr e p ari n g 
t h e d ef e n c e of t h e all e g ati o ns a g ai nst t h e S ur g e D ef e n d a nts f or at l e ast fi v e y e ars.  
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v.  I c o n cl u d e d t h at Ms V e n n w as c o n c er n e d s eri o usl y t o d o w n pl a y s o m e of t h e 
c o n c er ns s h e h a d at t h e ti m e a b o ut Mr T h o ms o n’s h o n est y b y p utti n g h er 
c o nt e m p or a n e o us d es cri pti o ns of hi m d o w n t o a p ers o n alit y cl as h a n d his  
mi s o g y n y. W hil e t h er e w as a n el e m e nt of tr ut h t o t h at, I h a v e n o d o u bt t h at Ms 
V e n n i n f a ct oft e n mi str ust e d Mr T h o ms o n.  T h e d o c u m e nts s h o w t h at s h e di d n ot 
tr ust hi m. N or di d ot h ers at S ur g e.  

vi.  M or e o v er,  Ms V e n n’s or al e vi d e n c e o n a c e ntr al p oi nt i n v ol v e d a si g nifi c a nt s hift 
fr o m h er wit n ess st at e m e nt. S h e s ai d t h er e t h at w h e n t h er e w er e c o n c er ns,  s h e a n d 
Mr C ar el ess  n or m all y as k e d Mr R uss ell -M ur p h y t o s p e a k t o Mr T h o ms o n a n d 
pr o vi d e a n a ns w er a n d t h at S ur g e w er e al w a ys s ati sfi e d wit h t h e r es p o ns e. I n h er 
or al e vi d e n c e , h o w e v er, s h e s ai d t h at  w h at s h e m e a nt w as “ l oos el y s ati sfi e d ” . S h e 
lat er s ai d t h at s h e h a d o bt ai n e d a s ati sf a ct or y a ns w er o n a “ l o w s c al e of 
s ati sf a cti o n ” , w hi c h m e a n t t h at s h e sti ll h a d d o u bts a b o ut t h e r el e v a nt p oi nt b ut  
c o ul d n ot ar g u e wit h w h at s h e h a d l e ar nt.  S h e als o d es cri b e d a r a n g e of b ei n g 
s ati sfi e d fr o m str o n g t o w e a k a n d s ai d t h at o n s o m e p oi nt s s h e w as o nl y “ w e a kl y 
s ati sfi e d ” .  

vii.  N o n e of t h is n u a n c e a p p e ar e d i n h er wit n ess st at e m e nt, w hi c h i m pli e d t h at S ur g e 
w as c o m pl et el y s ati sfi e d b y w h at Mr T h o ms o n s ai d . T his w as a si g nifi c a nt s hift . I 
c a m e t o t h e c o n cl usi o n t h at w h e n Ms V e n n s ai d i n h er st at e m e nt s h e w as s ati sfi e d 
s h e w as g e n er all y s a yi n g t h at s h e w as n ot i n f a ct s ati sfi e d of t h e tr ut h  of  w h at Mr 
T h o ms o n h a d s ai d,  b ut t h at s h e di d n ot h a v e t h e m at eri al t o pr o v e t h at w h at h e w as 
s a yi n g w as u ntr u e.  T h at is f ar r e m o v e d fr o m t h e i m pr essi o n gi v e n i n h er wit n ess 
st at e m e nt.  As e x pl ai n e d i n d et ail b el o w t h er e ar e m a n y d o c u m e nts s h o w i n g t h at 
s h e di d n ot tr ust Mr T h o ms o n or L C F at all.  

viii.  O v er all, I c o n cl u d e d t h at t h e c o nt e m p or a n e o us d o c u m e nts pr o vi d e d  a m u c h b ett er 
g ui d e t o t h e hist or y t h a n h er st at e m e nt a n d, i n d e e d, h er or al e vi d e n c e, w hi c h w a s  
oft e n a c h arit a bl e r e c o nstr u cti o n. 

i x. I t h er ef or e tr e at h er e vi d e n c e wit h c a uti o n, alt h o u g h t h er e w er e p arts of Ms V e n n’s 
e vi d e n c e w hi c h I a c c e pt . I als o r e c or d t h at I di d n ot t hi n k sh e w as d eli b er at el y 
tr yi n g at a n y st a g e t o misl e a d t h e c o urt.  

5 0.  T h e c o urt m a y dr a w a d v ers e i nf er e n c es fr o m t h e d e cisi o n of a p art y n ot t o gi v e e vi d e n c e : 
s e e Ef o bi v R o y al M ail G r o u p [ 2 0 2 1] 1 W L R 3 8 6 3 at [ 4 1]. 

5 1.  Mr T h o ms o n e x pl ai n e d i n his wit n ess st at e m e nt t h at h e w as c alli n g e vi d e n c e fr o m t h e 
a u dit p art n ers at P w C a n d E Y usi n g  wit n ess s u m m o ns es . H e als o s ai d at pr e-tri al h e ari n gs 
t h at h e w o ul d c all n ot j ust t h e P w C a n d E Y p art n ers b ut als o p art n ers fr o m Oli v er Cli v e 
a n d L e wis Sil ki n. I n t h e e v e nt n o s u c h wit n ess s u m m o ns es  w er e s er v e d. T h er e w as n o 
f or m al e x pl a n ati o n f or t hi s, b ut c o u ns el f or Mr T h o ms o n s ai d t h at P w C a n d E Y e n g a g e d 
Cit y s oli cit ors t o c o nt est a n y s u c h s u m m o ns es. Gi v e n t h at Mr T h o ms o n h as s eri o us 
c o nstr ai nt s o n his a c c ess t o r es o ur c es ( o wi n g t o pr o pri et ar y  fr e e zi n g or d ers), I d o n ot 
t hi n k I s h o ul d dr a w a d v er s e i nf er e n c es fr o m his f ail ur e t o r e q uir e t h e att e n d a n c e of t h es e 
wit n ess es.  

5 2.  T h o u g h h e a p p e ar e d at t h e tri al, Mr S e d g wi c k c h os e n ot t o gi v e e vi d e n c e d es pit e h a vi n g 
s er v e d a wit n ess st at e m e nt. I e x pl ai n e d t o hi m t h at t h e Cl ai m a nts mi g ht i n vit e t h e c o urt  
t o dr a w a d v ers e i nf er e n c es fr o m t h at d e cisi o n. T h er e w er e m a n y p oi nt s w h er e Mr 
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S e d g wi c k c o ul d h a v e gi v e n e vi d e n c e. T h es e i n cl u d e d his u n d erst a n di n g of t h e 
r e pr es e nt ati o ns t h at w er e m a d e t o b o n d h ol d ers  a n d t h e u n d erl yi n g b u si n ess of t h e 
b orr o wi n g c o m p a ni es, t h e p ur p os es of t h e v ari o us S P As a n d w h et h er t h e y w er e ( as 
all e g e d b y t h e Cl ai m a nts) u n c o m m er ci al tr a ns a cti o ns us e d t o m as k mi s a p pr o pri ati o ns , 
t h e r ol e of G l o b al A d v a n c e D istri b uti o ns Li mit e d ( “ G A D ”), t h e r ol e of t h e s e c urit y 
tr ust e e, a n d t h e b a c k d ati n g of d o c u m e nts. Mr S e d g wi c k di d n ot e x pl ai n his r e as o ns f or 
n ot gi vi n g e vi d e n c e, o t h er t h a n b y s u b mitti n g t h at t h e Cl ai m a nts h a d n ot pr o v e d t h eir 
c as e. I h a v e c o n cl u d e d t h at I s h o ul d dr a w a d v ers e i nf er e n c es fr o m his d e cisi o n n ot t o gi v e 
e vi d e n c e. I s et o ut b el o w t h e r es p e cts i n w hi c h I c o nsi d er a d v ers e i nf er e n c es s h o ul d b e 
dr a w n b el o w.  

5 3.  Mr R uss ell -M ur p h y h as n ot b e e n f or m all y d e b arr e d fr o m d ef e n di n g. H e h as n ot p ut i n a 
wit n ess st at e m e nt or p arti ci p at e d i n t h e tri al. T h e C l ai m a nts di d n ot, h o w e v er , i n vit e m e 
t o dr a w a d v ers e i nf er e n c es a g ai nst hi m fr o m hi s f ail ur e t o p arti ci p at e. Si mil arl y, i n 
cir c u mst a n c es w h er e Mr G ol di n g w as d e b arr e d fr o m d ef e n di n g t h e cl ai m f or f aili n g t o 
dis cl os e d o c u m e nts, t h e Cl ai m a nts di d n ot i n vit e t h e c o urt t o dr a w a n y a d v ers e i nf er e n c es 
a g ai nst Mr G ol di n g.  

T h e e x p e rt e vi d e n c e  

5 4.  T h e r e w as e x p ert e vi d e n c e  o n t hr e e iss u es: t h e m ar k et r at e f or t h e s er vi c e s pr o vi d e d t o 
L C F b y S ur g e ; t h e v al u e of L O G’s i nt er est i n I O G; a n d t h e v al u e of l a n d i n t h e D o mi ni c a n 
R e p u bli c.  

5 5.  O n t h e first iss u es, t h e e x p erts g a v e e vi d e n c e o n w h et h er t h er e w as a m ar k et r at e f or t h e 
s er vi c es  pr o vi d e d b y S ur g e a n d w h et h er h y p ot h eti c al p arti es tr a ns a cti n g at a m ar k et r at e 
w o ul d h a v e a gr e e d s u c h a r at e . T h e e x p erts a gr e e d t h at t h er e w as n o g e n er all y a c c e pt e d 
m ar k et r at e f or t h e s et of s er vi c es pr o vi d e d b y S ur g e. O n t h e s e c o n d p oi nt, t h e y diff er e d.  

5 6.  T h e Cl ai m a nts c all e d Dr O k o n g w u, w h o pr o d u c e d t w o r e p orts. H e is a  w ell -q u alifi e d a n d 
e x p eri e n c e d  e c o n o m i cs c o ns ult a nt. I c o nsi d er e d t h at h e g a v e c ar ef ul a n d c o nsi d er e d 
e vi d e n c e. H e li st e n e d m eti c ul o usl y t o t h e q u esti o ns a n d a ns w er e d f airl y. His r e p orts w er e 
f ull y r e as o n e d a n d c o nt ai n e d n u m er o us cit ati o ns.  

5 7.  T h e S ur g e D ef e n d a nts c all e d Mr Gr ai n g er . His e x p eri e n c e h as b e e n as a r e g ul at or y a n d 
c o m pli a n c e c o ns ult a nt. H e h as br o a d a n d l o n g -t er m e x p eri e n c e  i n t h os e fi el ds. T h e 
Cl ai m a nts m a d e a n u m b er of criti cis m s of his e vi d e n c e , i n cl u di n g t h at: ( a) h e l a c k e d 
r el e v a nt e x p ertis e a n d a p p e ar e d t o c o nf us e p ers o n al e x p eri e n c e of c ert ai n tr a ns a cti o ns, 
s u c h as t h e c ost of o uts o ur c e d s er vi c es, wit h e x p ertis e i n t h os e tr a ns a cti o ns ; ( b) h e di d 
n ot cit e a n y r el e v a nt m at eri al c o n c er ni n g S ur g e’s f e es ot h er t h a n c o nt e m p or a n e o us 
d o c u m e nts pr o vi d e d b y S ur g e’s s oli cit ors; ( c)  his c o n cl usi o ns w er e b as e d o n ass erti o n 
r at h er t h a n r e as o ni n g; ( d) s o m e of his c o n cl usi o ns w er e cir c ul ar; ( e) h e f ail e d i n t h e j oi nt 
m e m or a n d u m t o a d dr ess t h e diff er e n ces b et w e e n t h e e x p erts o n s o m e iss u e s , b asi n g t his 
o n gr o u n ds of “ irr el e v a n c e” , e v e n t h o u g h h e h a d ori gi n all y r ais e d t h os e iss u es hi m s elf; 
a n d  (f) h e w as p artis a n a n d u n willi n g t o c o nsi d er p ositi o ns c o n tr ar y t o th e c as e of S ur g e.  

5 8.  I s h all r et ur n b el o w t o t h e s u bst a n c e of t hi s e vi d e n c e t o t h e e xt e nt t h at it m att ers. B ut at 
t hi s st a g e I s h o ul d r e c or d t h at I c o ncl u d e d t h er e t o b e r e al f or c e i n e a c h of t h e Cl ai m a nts’ 
criti ci sms . Mr Gr ai n g er f ail e d t o e n g a g e pr o p erl y wit h e x a m pl es w hi c h mi g ht l e a d t o 
c o n cl usi o ns d a m a gi n g t o t h e S ur g e D ef e n d a nts’ c as e. H e str u c k m e a s p artis a n. I 
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c o n cl u d e d t h at w h er e t h e e x p erts  diff er e d , t h e e vi d e n c e of D r O k o n g w u w as t o b e 
pr ef err e d t o Mr Gr ai n g er ’s.  

5 9.  B ut t h e k e y p oi nt t o t a k e fr o m t hi s e vi d e n c e w as t h at t h e e x p erts  w er e a bl e t o a gr e e t h at 
t h er e w as n o m ar k et r at e f or s er vi c es of t h e ki n d pr o vi d e d b y S ur g e. 

6 0.  T h e s e c o n d dis ci pli n e  w as t h e v al u e of L O G’s i nt er est i n I O G. T h e Cl ai m a nts’ e x p ert 
w as Mr Os b or n e , a f or e nsi c a c c o u nt a nt a n d v al u er. H e pr o d u c e d t w o r e p orts. Mr 
Os b or n e’s e vi d e n c e w as cl e ar a n d w as n ot s eri o usl y c h all e n g e d i n cr oss -e x a mi n ati o n . It 
w as n ot s u g g est e d t h at h e l a c k e d e x p ertis e a n d I a c c e pt his e vi d e n c e. Mr a n d Mrs H u m e -
K e n d all i nstr u ct e d Mr Wri g ht t o gi v e e vi d e n c e o n t hi s iss u e. Mr Wri g ht pr o d u c e d t w o 
r e p orts. F oll o wi n g t h e s ettl e m e nt a gr e e d b et w e e n t h e m a n d t h e Cl ai m a nts, Mr Wri g ht di d 
n ot gi v e e vi d e n c e  a n d n o r e li a n c e w as pl a c e d o n hi s r e p orts b y t h e r e m ai ni n g D ef e n d a nts.  

6 1.  T h e t hir d dis ci pli n e  w as t h e v al u e of t h e l a n d i n t h e D o mi ni c a n R e p u bli c . T h e Cl ai m a nts’ 
e x p ert w as Mr W ats o n, a n e x p ert v al u er wit h r el e v a nt e x p eri e n c e wit h l a n d t h er e. H e w as 
t h e o nl y e x p ert w h o g a v e e vi d e n c e i n t hi s fi el d. H e pr o d u c e d t w o r e p orts, o n e d e ali n g 
wit h t h e v al u e of T h e Hill  a n d t h e ot h er a d dr essi n g t h e v al u e of T h e B e a c h. T h er e w as 
n o s eri o us c h all e n g e  t o hi s e vi d e n c e i n cr oss-e x a mi n ati o n a n d I a c c e pt it.  

Fi n di n gs of f a ct 

6 2.  I n r e a c hi n g fi n di n gs of f a ct, I s h all n ot a d dr ess e v er y s u b missi o n or it e m of e vi d e n c e 
r ef err e d t o b y t h e p arti e s b ut m a k e fi n di n gs o n t h e p oi nt s I c o nsi d er m at eri al . I h a v e, 
h o w e v er , c ar ef ull y c o nsi d er e d all  t h e e vi d e n c e a n d s u b missi o ns i n r e a c hi n g t h es e 
c o n cl usi o ns. I a p pl y t h e ci vil st a n d ar d of b al a n c e of pr o b a bilit i es ( w hil e n oti n g t h e 
s eri o us n ess of t h e all e g ati o ns ). 

6 3.  Mr T h o ms o n s u b mitt e d t h at s o m e of t h e f a cts c o v er e d d uri n g t h e tri al w er e n ot pr o p erl y 
i n iss u e o n t h e pl e a di n gs. His c o u ns el di d n ot o bj e ct t o t h es e ar e as of t h e c as e b ei n g 
c o v er e d i n cr oss -e x a mi n ati o n or  t o t h e d o c u m e nts b ei n g r ef err e d t o d uri n g t h e tri al. It is 
c o n v e ni e nt t o m a k e r el e v a nt fi n di n gs  a n d t h e n a d dr ess t h e pl e a di n g p oi nts . 

6 4.  I h a v e dr a w n o n t h e writt e n cl osi n g s u b missi o ns of t h e p arti es i n c o m pili n g t hi s s e cti o n. 
T h e C l ai m a nts s et o ut a d et ail e d c hr o n ol o gi c al s u m m ar y of t h e d o c u m e nts . I i n vit e d 
c o u ns el f or t h e D ef e n d a nts i n t h eir cl osi n g s u b mi ssi o ns t o i n di c at e a n y p oi nt s of 
dis a gr e e m e nt  wit h t h at s u m m ar y . C o u ns el f or t h e D ef e n d a nts di d n ot o bj e ct t o t hi s 
c o urs e. M u c h of t h e Cl ai m a nts’ c hr o n ol o g i c al s u m m ar y  w as n ot c o nt est e d b y t h e 
D ef e n d a nts  a n d I h a v e dr a w n o n it b el o w , a m e n di n g a n d s u p pl e m e nti n g it as a p pr o pri at e. 
T his d o es n ot of c o urs e a p pl y  t o t h e i nf er e n c es or fi n di n gs of f a cts o n t h e  dis p ut e d  iss u es 
w hi c h t h e p arti es h a v e i n vit e d m e t o m a k e. I s p e cifi c all y as k e d t h e p arti es t o i d e ntif y i n 
t h eir cl osi n g s u b missi o ns t h e fi n di n gs of f a ct t h e y s o u g ht a n d t h e b asis f or t h es e fi n di n gs. 
T h e y h el pf ul l y di d t hi s a n d I h a v e t a k e n a c c o u nt of t h eir s u b mi ssi o ns . 

6 5.  T h e arr a n g e m e nt of t his s e cti o n of t h e j u d g m e nt is p artl y c hr o n ol o gi c al a n d p artl y 
t h e m ati c.  

L C F’s f u n dr aisi n g fr o m b o n d h ol d ers  

6 6.  T h e f oll o wi n g gr a p h s h o ws t h e a m o u nt s r ais e d b y L C F fr o m b o n d h ol d ers o v er t h e f ull 
p eri o d  fr o m it s i n c or p or ati o n ( as S A F E) u ntil t h e F C A  r ai d o n 1 0 D e c e m b er 2 0 1 8. T h er e 
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ar e c ert ai n l a n d m ar k  d at es . S ur g e st art e d  s elli n g b o n ds i n A u g ust  2 0 1 5. L C F st art e d 
iss ui n g I S A b o n ds i n D e c e m b er 2 0 1 7 .  

 

T h e Hill  

6 7.  T h e e arl y hist or y c o n v e ni e ntl y st arts wit h a n i n v est m e nt s c h e m e f or t h e p ur c h as e of off -
pl a n pl ot s of l a n d i n t h e D o mi ni c a n R e p u bli c of a n ar e a k n o w n as “ T h e Hill ”  b y i n v est ors 
w h o h a d p ai d d e p osits. T h e Hill w as a n u n d e v el o p e d  pl ot of  c. 1 3 6 h e ct ar es , a b o ut t w e nt y 
mil es fr o m t h e n ort h c o ast  of t h e D o mi ni c a n R e p u bli c , n e ar a s m all vill a g e c all e d C u p e y.  

6 8.  T h e pl ot w as a c q uir e d b y a D o mi ni c a n R e p u bli c c o m p a n y, I n v ersi o n es 5 1 5 8 8  S R L 
( “I n v ersi o n es ”), i n M ar c h 2 0 1 2 f or a s u m of £ 7 0 8, 7 5 2. I n v ersi o n es w as a s u bsi di ar y of 
S a n ct u ar y P C C, a G u er ns e y c o m p a n y w hi c h w as it s elf a s u bsi di ar y of S a n ct u ar y  
I nt er n ati o n al R es orts Lt d ( “ S a n ct u ar y ”), a c o m p a n y c o n n e ct e d wit h Mr G ol di n g a n d Mr 
H u m e -K e n d a ll. I s h all r et ur n t o t h e d e ali n gs wit h T h e Hill . 

6 9.  It is, t h o u g h, c o n v e ni e nt h er e t o s u m m aris e t h e e vi d e n c e a b o ut it s v al u e. T h er e h a v e b e e n 
s e v er al  v al u ati o ns of T h e Hill . T h er e w as a dr aft v al u ati o n d at e d 2 4  D e c e m b er 2 0 1 3  
pr e p ar e d b y J o n at h a n M ars h all w hi c h v al u e d it at U S $ 7. 3 milli o n. T h e r e p ort e x pr essl y 
st at e d t h at it w as pr e p ar e d f or i nt er n al p ur p os es a n d s h o ul d n ot b e r eli e d u p o n f or l o a n 
s e c urit y. Mr M ars h all w a s i nstr u ct e d t o r e vi e w a v al u ati o n c o n d u ct e d  b y a J uli o P er d o m o. 
Mr M ars h all visit e d t h e D o mi ni c a n R e p u bli c a n d m et Mr P er d o m o. T h e dr aft s ai d t h at it 
w as f or t h e “f air v al u e ” of t h e l a n d (i. e. t h e esti m at e d pri c e f or a tr a n sf er b et w e e n 
i d e ntifi e d k n o wl e d g e a bl e  a n d willi n g p arti es t h at r efl e cts t h e i nt er ests of  t h e p arti es). H e 
c o nsi d er e d t h at t h e v al u e r e a c h e d b y Mr P er d o m o w as e x c essi v e a n d a p pli e d a dis c o u nt 
t o it. His r e p ort w as n ot a R e d B o o k v al u ati o n a n d s ai d t h at li mit e d r eli a n c e s h o ul d b e 
pl a c e d o n it . 

7 0.  A r e vis e d dr aft v al u ati o n of T h e Hill  b y J o n at h a n M ars h all w as cir c ul at e d o n 2 0  M ar c h 
2 0 1 4 . A g ai n , it w as f or f air v al u e. I n t hi s v al u ati o n, Mr M ars h all esti m at e d t h e v al u e of 
t h e s a m e sit e t o b e U S $ 1 9. 6 milli o n. T h e dr aft r e p ort d o es n ot c o nt ai n t h e e arli er 
r es er v ati o ns a b o ut t h e esti m at e pri c es p er s q u ar e m etr e s u g g est e d b y Mr P er d o m o.  H e 
als o i n cl u d e d a r esi d u al v al u ati o n b as e d o n a pr o p os e d d e v el o p m e nt pl a n. T h e dr aft 
e x pl ai n e d t h at Mr M a rs h all h a d n ot u n d ert a k e n a d etail e d d e v el o p m e nt a p pr ais al wit h 
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c as h fl o w f or e c asts a n d h a d i g n or e d i nt er est c osts. T h e dr aft s ai d t h at it w as n ot a R e d 
B o o k v al u ati o n , a n d t h at li mit e d r eli a n c e s h o ul d b e pl a c e d o n it.  

7 1.  T h er e w er e als o t hr e e v al u ati o ns of T h e Hill  pr o d u c e d b y t h e s a m e Mr P er d o m o  w h o w a s 
r ef err e d t o i n Mr M ars h all’s dr aft r e p orts. T h e first, d at e d 1 7  M a y 2 0 1 7 , ass ess e d t h e 
v al u e of T h e Hill  at U S $ 3 7, 7 9 4, 4 8 2. 8 8. T h e b ul k of t hi s fi g ur e w as a c c o u nt e d f or b y l a n d 
w hi c h Mr P er d o m o assi g n e d a v al u e t o of U S $ 1 0 0 p er m 2 ; t hi s w as s u bst a nti all y a b o v e 
t h e fi g ur e of U S $ 1 6. 6 0 p er m2  h e h a d dis c uss e d wit h Mr M ars h all. T h e s e c o n d , d at e d 1 0  
M a y 2 0 1 8 , esti m at e d t h e v al u e of T h e Hill  t o b e U S $ 3 9, 5 9 4, 9 4 0. 9 0. T h e t hir d , d at e d 1 3  
N o v e m b er  2 0 1 8 , ass ess e d t h e v al u e of T h e Hill  at U S $ 4 4, 6 0 1, 3 4 0. 9 0. B y t hi s ti m e, t h e 
l a n d c o nt ai ni n g t h e b ul k of t h e v al u e w as gi v e n a v al u e of U S $ 1 2 5 p er m2 .  

7 2.  Mr P er d o m o’s m et h o d ol o g y a p p e ars t o h a v e b e e n t o esti m at e t h e pri c e p er m 2  of l a n d 
fr o m c o m p ar a bl es a n d t h e n m ulti pl y t hi s b y t h e r el e v a nt ar e a, wit h o ut a p pl yi n g a n y 
dis c o u nt. T h e v al u es h e r e a c h e d ar e m u c h hi g h er t h a n t h os e pr o d u c e d i n Mr M ars h all’s 
r e p orts a n d d o n ot a p p e ar t o h a v e t a k e n a c c o u nt of t h e e xt e nt of t h e d e v el o p m e nt 
a ut h oris e d o n e a c h c o m p ar a bl e. T h e t hr e e r e p orts d o n ot st at e t h at t h e y c o m pl y wit h R e d 
B o o k r e q uir e m e nts.  

7 3.  T h er e h a v e b e e n f urt h er v al u ati o ns si n c e t h e c oll a ps e of L C F. C us h m a n & W a k efi el d 
c o n d u ct e d  a v al u ati o n of T h e Hill  as at 1 J u n e 2 0 2 0  w hi c h g a v e it a m ar k et v al u e 
(f oll o wi n g 1 2-2 4 m o nt hs of m ar k eti n g) of U S $ 2 milli o n a n d a li q ui d ati o n v al u e 
(f oll o wi n g 3-6 m o nt hs of m ar k eti n g) of U S $ 1 milli o n.  

7 4.  R ofi asi I n g e n eri a c o n d u ct e d  a v al u ati o n of T h e Hill  as at 1 2  N o v e m b er  2 0 2 0 , w hi c h 
v al u e d it at U S $ 9 2 8, 2 2 7 .  

7 5.  Mr W ats o n , t h e Clai m a nt s ’ e x p ert i n t hi s c as e,  h as ass ess e d t h e m ar k et v al u e of T h e Hill  
( usi n g t h e c o m p ar a bl es m et h o d) as at  3  O ct o b er 2 0 2 3 t o b e U S $ 5. 4 3 milli o n. H e p uts it s 
v al u e b et w e e n A pril a n d  N o v e m b er  2 0 1 7 at U S $ 4. 5 5 milli o n.   

7 6.  I fi n d t h at t h e v al u e of T h e Hill  at t h e m at eri al ti m es w as t h at gi v e n b y Mr W ats o n. I als o 
fi n d t h at it w o ul d h a v e b e e n  o b vi o usl y r e c kl ess f or a n y c o m m er ci al l e n d er t o h a v e r eli e d 
o n t h e dr aft r e p orts of Mr M ars h all or Mr P er d o m o.  Mr M ars h all’s r e p orts w er e e x pr ess e d 
t o b e i n dr aft. T h e y w er e n ot R e d B o o k v al u ati o ns. T h e y r ef err e d t o f air v al u e r at h er t h a n 
m ar k et v al u e. T h e s e c o n d r e p ort st at e d t h at h e h a d c o n d u ct e d  n o d et ail e d c as h fl o w 
a n al ysi s f or t h e d e v el o p m e nt. T h e s e c o n d r e p ort r ef err e d t o c o m p ar a bl e fi g ur es wit h o ut 
dis c o u nti n g t h e m f or t h e r e as o ns c o nt ai n e d i n t h e first r e p ort ( w hi c h a p p e ar e d s o u n d) . Mr 
P er d o m o’s r e p orts us e d c o m p ar a bl e fi g ur es wit h o ut dis c o u nti n g t h e m , as t h e y s h o ul d 
h a v e d o n e as e x pl ai n e d i n t h e first r e p ort of Mr M ars h all. M or e o v er,  t h e l a n d h a d b e e n 
b o u g ht as a b ar e pl ot i n M ar c h 2 0 1 2 f or c. £ 7 0 0, 0 0 0 a n d it r e m ai n e d i n t h at st at e. T h er e 
w as n o e vi d e n c e t h at t h er e w as a n y c h a n g e i n t h e pl a n ni n g p er missi o n f or it.  

T h e B e a c h  

7 7.  T h er e w as a s e c o n d u n d e v el o p e d sit e i n t h e D o mi ni c a n  R e p u bli c k n o w n as “ T h e B e a c h ”  
( or “ M a g a nt e ” ), c o nsisti n g of 3 8 p ar c els of l a n d.  

7 8.  O n 2 2  A u g ust 2 0 1 2  T e n e d or a  9 8 5 2 0 S R L ( “ T e n e d or a ”) , a s u bsi di ar y of S a n ct u ar y, 
e nt er e d i nt o a c o nt a ct wit h n u m er o us  v e n d ors t o a c q uir e t h e l a n d  i n 3 8 p ar c els, f or a t ot al 
of c.  U S $ 3. 5  milli o n . T his c o ntr a ct w as u n p erf or m e d  f or s o m e y e ars. In 2 0 1 3 , Mr H u m e -
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K e n d all  a n d Mr G ol di n g  d e ci d e d n ot t o pr o c e e d wit h t h e a c q uisiti o n a n d d e v el o p m e nt of 
T h e B e a c h. It w as n ot u ntil l at e 2 0 1 7 t h at T e n e d or a b e g a n t o p a y f or a n d a c q uir e s o m e 
p ar c els (w hi c h w er e l at er r e gist er e d i n its n a m e i n 2 0 1 8 a n d 2 0 1 9).  

7 9.  T h er e h a v e b e e n v ari o us v al u ati o ns of T h e B e a c h.  I a c c e pt t h e Cl ai m a nt s’ s u b missi o n 
t h at it is e xtr e m el y h ar d  t o c o m p ar e t h e v al u ati o ns b e c a us e t h e y c o v er diff er e nt ar e as of 
l a n d.  

8 0.  U n d er t h e 2 2 A u g ust 2 0 1 2 s al e c o ntr a ct , t h e 3 8  p ar c els of l a n d t ot all e d  2 4 1, 7 0 7. 4 4 m 2  
(i. e. c. 2 4 h e ct ar es).  

8 1.  Mr M ars h all pr e p ar e d a dr aft d es kt o p a p pr ais al i n a b o ut M a y 2 0 1 4 w hi c h s ai d  t h e sit e 
e xt e n ds t o 2 3. 5 h e ct ar es. T his w as s ai d t o b e f or f air v al u e. It w as n ot a R e d B o o k 
v al u ati o n. Mr M ars h all r e vi e w e d a r e p ort d at e d 2 1 M a y 2 0 1 3 b y Mr P er d o m o.  H e 
r ef err e d t o a pr o p os e d d e v el o p m e nt pl a n f or 3 2 0 u nit s f or a l u x ur y s p a a n d r es ort . As t o 
Mr P er d o m o’s c o m p ar a bl es , Mr M ars h all o bs er v e d t h at th e s e h a d t a k e n littl e a c c o u nt of 
t h e e xt e nt of t h e d e v el o p m e nt  o n e a c h c o m p ar a bl e or f a ct ors li k e l o c ati o n, sit u ati o n, l ot 
si z e, pl a n ni n g p er missi o n, r o a d a c c ess  a n d d e v el o p m e nt  ti m es c al e. Mr M ars h all’s dr aft 
r e p ort s ai d  t h at h e c o nsi d er e d Mr P er d o m o’s sit e v al u e t o b e e x c essi v e a n d t h at it w o ul d 
n ot b e pr u d e nt t o us e it.  Usi n g t h e r esi d u al m et h o d Mr M ars h all d eri v e d a v al u e of 
U S $ 3 7 . 9 5 milli o n. H e s ai d  t h at t h e a p pr ais al w as v er y li mit e d i n s c o p e a n d h a d b e e n 
u n d ert a k e n wit h o ut t h e b e n efit of a f ull i n v esti g ati o n as t o c osti n gs a n d c o m p ar a bl es a n d 
t h at t h e a d dr ess e e (I nt er n ati o n al R es orts G r o u p pl c ( “I R G ”) ) s h o ul d t h er ef or e pl a c e 
li mit e d r eli a n c e o n t h e fi g ur es. 

8 2.  T h er e w as  a n a p pr ais al pr o d u c e d i n  N o v e m b er  2 0 1 6 b y o n e R af a el O vi e d o c o n c er n e d 
wit h a n ar e a of s o m e 2 5. 8 h e ct ar es, c o m prisi n g t hirt y-t w o c ertifi c at es of titl e fr o m 
diff er e nt o w n ers . Mr O vi e d o w as d es cri b e d as a n “ ar c hit e ct ur al  pl a n n er ” . H e a p p e ars t o 
h a v e  gi v e n v ari o us vi e w s a b o ut m ar k et v al u e, o n e of U S $ 1 1 . 6 1 milli o n ( as t h e l a n d 
c urr e ntl y w as) , U S $ 1 6 . 7 7 7 milli o n ( wit h n o n -o bj e cti o ns  t o it s d e v el o p m e nt) a n d 
U S $ 2 5 . 8 milli o n ( wit h a f ull d e v el o p m e nt pr oj e ct a p pr o v e d). T h e a p pr ais al w as n ot a R e d 
B o o k v al u ati o n,  a n d it s p ur p os e is u n cl e ar . N or di d it c o nt ai n a n y r e as o ni n g t o s u p p ort 
t h e c o n cl usi o ns. 

8 3.  I n M a y 2 0 1 8 Mr P er d o m o pr o d u c e d a r e p ort i n w hi c h h e v al u e d l a n d l a b ell e d as M a g a nt e 
I, c o m prisi n g a t ot al of c.  2 9 .8  h e ct ar es . H e s ai d t h e m ar k et v al u e w as c.  U S $ 4 2. 5  milli o n . 
H e us e d a c o m p ar ati v e a p pr o a c h. T h e r e p ort w as n ot a R e d B o o k v al u ati o n. T h er e 
a p p e ars t o h a v e b e e n n o a dj ust m e nt of t h e c o m p ar a bl es li st e d b y Mr P er d o m o f or 
l o c ati o n, si z e, pl a n ni n g or r o a d a c c ess.  

8 4.  Mr P er d o m o pr o d u c e d a n ot h er r e p ort i n  N o v e m b er  2 0 1 8 f or l a n d c all e d M a g a nt e I a n d 
M a g a nt e II, gi vi n g t h e ar e a of t h e f or m er as 2 9. 8 h e ct ar es  ( h e n c e l ar g er t h a n his e arli er 
r e p ort). H e g a v e t h e s a m e v al u e of c.  U S $ 4 2. 5  milli o n  f or M a g a nt e I.  

8 5.  Aft er t h e c oll a ps e of L C F, a fir m c all e d R ofi asi w as i nstr u ct e d t o v al u e a sit e of 2 9. 5  
h e ct ar es , c o m prisi n g p arts of M a g a nt e I a n d M a g a nt e II. R ofi asi pl ott e d M a g a nt e I as 
c o nsisti n g of o nl y s o m e 1 5. 2 h e ct ar es .  

8 6.  Mr W ats o n h as v al u e d t h e s a m e ar e a of 1 5. 2 h e ct ar es  o n 2  O ct o b er  2 0 2 3 . H e v al u e d it at 
£ 4. 9  milli o n .  
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8 7.  I fi n d f or t h es e r e as o ns t h at t h e hist ori c al v al u ati o n s ar e of e xtr e m el y li mit e d  v al u e.  

8 8.  I fi n d t h at, i n a n y e v e nt, T e n e d or a o nl y e v er o w n e d c ert ai n of t h e p ar c el s of l a n d a n d 
n e v er o w n e d t h e e ntir e sit e . It o nl y b e g a n t o a c q uir e t h e p ar c els i n 2 0 1 7. I als o fi n d t h at 
it is diffi c ult  t o pl a c e a v al u e of t h e p ar c els o w n e d b y T e n e d or a b e c a us e, wit h o ut o w ni n g 
s u bst a nti all y  all t h e p ar c els , it w o ul d n ot h a v e b e e n p ossi bl e t o d e v el o p t h e r es ort.  

8 9.  I fi n d t h at t h e v al u e of T h e B e a c h at t h e m at eri al ti m es w as n o hi g h er t h a n t h at gi v e n b y 
Mr W ats o n. I als o fi n d t h at it w o ul d h a v e b e e n o b vi o usl y r e c kl ess f or a n y c o m m er ci al 
l e n d er t o h a v e r eli e d o n e arli er ot h er r e p orts a n d a p pr ais als. Mr M ars h all’ s w as i n dr aft 
a n d w as n ot a R e d B o o k v al u ati o n. It r ef err e d t o f air v al u e r at h er t h a n m ar k et v al u e  a n d 
s ai d t h at it c o nt ai n e d n o d et ail e d c as h fl o w a n al ysi s f or t h e d e v el o p m e nt. Mr P er d o m o’s 
r e p orts us e d c o m p ar a bl e fi g ur es wit h o ut dis c o u nti n g t h e m (as s h o ul d h a v e b e e n d o n e  f or 
t h e r e as o ns e x pl ai n e d i n t h e dr aft r e p ort of Mr M ar s h all). T h er e w er e dis cr e p a n ci es  i n t h e 
ar e as c o v er e d. M or e o v er,  t h e ori gi n al c o ntr a ct w as t o b u y t h e l a n d as b ar e pl ots f or a t ot al 
of c.  U S $ 3. 5  milli o n  a n d t h e y r e m ai n e d i n t h at st at e. T h er e w as n o e vi d e n c e t h at t h er e 
w as e v er a n y c h a n g e i n t h e pl a n ni n g p er missi o n f or t h e pl ot s. As j ust e x pl ai n e d s u c h pl ot s 
as w er e o w n e d b y T e n e d or a fr o m 2 0 1 7 o n w ar ds w er e n ot c o nti g u o us, a n d s u bst a nti all y 
t h e e ntir e sit e  w as r e q uir e d f or t h e pr o p os e d  d e v el o p m e nt t o t a k e pl a c e . 

T h e S a n ct u ar y i n v est or s  

9 0.  S a n ct u ar y w as i niti all y o w n e d b y Mr G ol di n g ’s br ot h er, Mr R y a n G ol di n g ( 2 0 %) , Mr 
M ar k I n g h a m ( 4 0 %) , a n d Mr A n d y W o o d c o c k ( 4 0 %).  

9 1.  S a n ct u ar y m ar k et e d t h e s al e of off -pl a n vill as o n T h e Hill  b ef or e a n y d e v el o p m e nt h a d 
t a k e n pl a c e. I n v est ors p ai d d e p osits. S a n ct u ar y a gr e e d t o p a y i nt er est o n t h e d e p osits a n d  
a gr e e d t h at if a n i n v est or c h a n g e d t h eir mi n d, t h e i n v est or di d n ot h a v e t o p a y t h e b al a n c e 
a n d a c q uir e t h e pr o p ert y b ut c o ul d e x er cis e a n o pti o n t o b e r e p ai d 1 2 0 % of t h e d e p osit. 
S a n ct u ar y t o o k d e p osits fr o m o v er 2 8 0 i n v est ors. Mr I n g h a m a n d Mr B ar k er  w er e cl os el y 
i n v ol v e d i n t his pr o c ess.  

9 2.  I fi n d t h at t h e s al es t e a m  w h o i ntr o d u c e d p ur c h as ers t o S a n ct u ar y w er e p ai d 2 0 % of t h e 
d e p osits.  

9 3.  Mr R uss ell -M ur p h y  w as als o i n v ol v e d. H e s e nt i n v oi c es t o E c or es orts S al es Li mit e d , a 
c o m p a n y w hi c h e n g a g e d i n  m ar k eti n g t h e vill as. S a n ct u ar y m a d e p a y m e nt s t o hi m . H e 
als o h a d d e ali n gs wit h S a n ct u ar y ’s i n v est ors.  

9 4.  T h e i n v est m e nt s c h e m e r a n o ut of m o n e y a n d w as u n a bl e t o pr o c e e d wit h t h e 
d e v el o p m e nt. T h e Hill r e m ai n e d a n u n d e v el o p e d, b ar e, pl ot.  

9 5.  B y e arl y 2 0 1 3 S a n ct u ar y b e c a m e u n a bl e t o p a y t h e m o nt hl y i nt er est d u e t o i n v est ors.  

9 6.  At t hi s st a g e Mr H u m e -K e n d all  b e c a m e i n v ol v e d wit h S a n ct u ar y. H e d e v el o p e d a r es c u e 
p a c k a g e f or t h e S a n ct u ar y i n v est ors. Mr T h o ms o n w as als o i n v ol v e d.  

9 7.  Mr H u m e -K e n d all  a n d Mr T h o ms o n w er e at t h e ti m e dir e ct ors of a c o m p a n y c all e d 
S usti n er e Gr o u p Pl c, w hi c h w as i n v ol v e d  i n d e v el o pi n g t h e r es c u e p a c k a g e. S usti n er e 
m a d e p a y m e nts t o S a n ct u ar y t o pr e v e nt it b e c o mi n g c as h fl o w i ns ol v e nt. S o m e of t h e 
s h ar es i n S a n ct u ar y w er e tr a nsf err e d t o Mr T h o ms o n.   
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9 8.  B y M a y 2 0 1 4  at t h e l at est , Mr T h o ms o n  b e c a m e t h e o w n er  of 1 0 0 % of S a n ct u ar y P C C  
o n tr ust f or Mrs H u m e -K e n d all , Mr G ol di n g  a n d  his  f a mil y, a n d Mr T h o ms o n.  

9 9.  I n M a y 2 0 1 3 S a n ct u ar y s e nt l ett ers t o t h e S a n ct u ar y i n v est ors a b o ut t h e r es c u e p a c k a g e 
i n v ol vi n g S usti n er e. T h e l ett ers s ai d t h at t h e i n v est or w as a r e g ul at e d U K P L C f or m e d 
3 5 y e ars a g o a n d  t h at it s dir e ct ors a n d m a n a g ers h a d  all pr e vi o usl y h el d s e ni or  p ositi o ns 
i n s o m e of  t h e U K’s l ar g est fir ms a n d h a d a w e alt h  of e x p eri e n c e i n t h e l eis ur e a n d 
i n v estm e nt s e ct ors. T h e y als o r ef err e d t o B uss M urt o n as  o n e of t h e U K’ s ol d est a n d 
r es p e ct e d l a w fir ms. Mr S e d g wi c k w as a p art n er i n B uss M urt o n.  

1 0 0.  In J u n e 2 0 1 3  t h er e w as a r o a ds h o w t o pr o m ot e t h e r es c u e p a c k a g e, l e d b y Mr H u m e -
K e n d all . At r o a ds h o w m e eti n gs , th e i n v est ors w er e t ol d t h at: (i) t h e y w o ul d h a v e t h e 
b e n efit of s e c urit y t hr o u g h a U K tr ust h ol di n g s e c urit y o v er t h e l a n d at T h e Hill ; (ii) t h er e 
w o ul d b e a n i m pr o v e m e nt i n t h e t er ms of t h e b u y b a c k o pti o n; (iii) t h eir e xisti n g o pti o n 
o v er l a n d at T h e Hill  c o ul d b e tr a nsf err e d t o l a n d at T h e B e a c h o n t h e s a m e t er ms; a n d 
(i v) m o nt hl y i nt er est p a y m e nts o n s u m s i n v est e d w o ul d b e r est art e d.  

1 0 1.  I n or d er t o b e n efit fr o m t hi s p a c k a g e of ri g hts, i n v est ors w o ul d n e e d t o p a y a n a d diti o n al 
d e p osit a m o u nt. M ost of t h e e xisti n g i n v est ors a gr e e d t o t hi s d e al. T h e a d diti o n al d e p osits 
w er e p ai d t o B uss M urt o n.  

1 0 2.  T r ust arr a n g e m e nts w er e p ut i n pl a c e  i n r es p e ct of t h e d e p osits. I fi n d t h at un d er t h es e 
arr a n g e m e nts ( a) t h e s h ar es i n I n v ersi o n es c a m e t o b e h el d b y S a n ct u ar y P C C  o n tr ust f or 
a c o m p a n y c all e d El C u p e y Li mit e d, a n d ( b) t h e si n gl e s h ar e i n El C u p e y Li mit e d c a m e 
t o b e h el d o n tr ust f or S a n ct u ar y i n v est ors, w h et h er or n ot t h e y h a d si g n e d u p t o t h e r es c u e 
p a c k a g e. Mr T h o ms o n a n d Mr H u m e -K e n d all  w er e t h e i niti al dir e ct ors of El C u p e y 
Li mit e d.   

1 0 3.  As e x pl ai n e d b el o w , t h er e w er e v ari o us l at er r e or g a nis ati o ns of t h e o w n ers hi p str u ct ur e . 
B ut t hr o u g h o ut t h es e c h a n g es t h e tr ust arr a n g e m e nts p ersist e d, u n d er w hi c h t h e s h ar es i n 
I n v ersi o n es ( w hi c h o w n e d T h e Hill) r e m ai n e d b e n efi ci all y o w n e d b y t h e S a n ct u ar y 
i n v est ors. 

1 0 4.  N e w c o ntr a ct u al arr a n g e m e nts w er e p ut i n pl a c e  f or t hos e S a n ct u ar y i n v est ors w h o h a d 
a gr e e d t h e r es c u e d e al . T h e a d diti o n al d e p osits fr o m s u c h i n v est ors a m o u nt e d t o c.  £ 2 .4  
milli o n .  

1 0 5.  T h e m o nt hl y i nt er est li a bilit y of S a n ct u ar y t o it s i n v est ors w as c.  £ 8 8, 0 0 0 p er m o nt h fr o m 
2 0 1 3 t o t h e first h alf of 2 0 1 6, at w hi c h p oi nt it r e d u c e d t o £ 3 0, 0 0 0 p er m o nt h.  

1 0 6.  T h e t ot al li a bilit y of I n v ersi o n es t o t h e S a n ct u ar y i n v est ors i n r el ati o n t o t h eir b u y b a c k 
o pti o ns w as r e c or d e d as £ 2 7, 2 8 2, 3 8 6 as at J u n e 2 0 1 7.  T his w as t h e pri n ci p al a m o u nt of 
t h e li a bilit y c o v er e d b y t h e El C u p e y tr ust arr a n g e m e nts at t h at d at e .  

1 0 7.  I fi n d t h at a l ar g e p orti o n of t h e a d diti o n al s u ms of c. £ 2. 4  milli o n  r ais e d u n d er t h e r es c u e 
p a c k a g e w er e i n t h e e v e nt p ai d t o c o m p a ni es o w n e d b y Mr G ol di n g , Mr G ol di n g ’s 
br ot h er , R y a n G ol di n g , a n d Mr H u m e -K e n d all . T h e y w er e n ot us e d i n t h e d e v el o p m e nt 
of eit h er T h e Hill or T h e B e a c h.   

1 0 8.  S p e cifi c all y, O n e M o n d a y  Li mit e d , a c o m p a n y ass o ci at e d wit h Mr T h o ms o n,  r e c ei v e d 
p a y m e nts of c.  £ 1. 2 milli o n fr o m S a n ct u ar y. O n e M o n d a y t h e n m a d e v ari o us p a y m e nts 
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i n l at e 2 0 1 3 a n d e arl y 2 0 1 4 i n cl u di n g £ 5 3 5, 0 0 0 t o Cl y d es d al e Pr o p ert y D e v el o p m e nts 
Li mit e d ( Mr G ol di n g ’s c o m p a n y), £ 2 0 0, 0 0 0 t o L V M a n a g e m e nt ( Mr H u m e -K e n d all ’s 
c o m p a n y); £ 3 7, 5 0 0 t o Mr T h o ms o n p ers o n all y , a n d £ 5 0, 0 0 0 t o R y a n G ol di n g.  

1 0 9.  L V M a n a g e m e nt r e c ei v e d a f urt h er £ 3 7 0, 0 0 0 dir e ct l y fr o m B uss M urt o n’s cli e nt a c c o u nt 
(w h er e S a n ct u ar y’s f u n ds w er e h el d ) a n d £ 6 0, 0 0 0 w as tr a nsf err e d t o S usti n er e. As 
e x pl ai n e d i n m or e d et ail b el o w, I a m s ati sfi e d t h at Mr T h o ms o n w as i n c o ntr ol of O n e 
M o n d a y at t h e ti m e of t h es e p a y m e nts a n d t h at h e k n e w a b o ut t h e m.  

1 1 0.  T ur ni n g m or e s p e cifi c all y t o Mr T h o ms o n ’s r ol e i n t h es e tr a ns a cti o ns, h e h a d b e e n a 
dir e ct or of S usti n er e si n c e 2 2  M ar c h 2 0 1 3 . Mr T h o ms o n dir e ct e d S usti n er e t o pr o vi d e 
fi n a n ci al s u p p ort t o S a n ct u ar y i n M a y 2 0 1 3. As a dir e ct or of S usti n er e, Mr T h o ms o n w as 
i n v ol v e d i n f or m ul ati n g t h e t er ms of t h e “ r es c u e p a c k a g e”  pr o vi d e d t o S a n ct u ar y i n mi d -
2 0 1 3. H e e x pl ai n e d i n his wit n ess st at e m e nt t h at h e “ w as i n v ol v e d i n t h e pl a n ni n g a n d 
fi n a n ci n g ” of t h e S a n ct u ar y pr oj e ct.  T h o u g h h e att e m pt e d i n his or al e vi d e n c e t o dist a n c e 
hi m s elf fr o m his i n v ol v e m e nt , I fi n d t h at h e w as a w ar e of t h e r es c u e d e al a n d ( as j ust 
e x pl ai n e d) w h at  h a p p e n e d t o t h e s u ms  p ai d t hr o u g h O n e M o n d a y. H e als o k n e w t h at 
S a n ct u ar y h a d s ol d vill as off -pl a n t o i n v est ors a n d t h at t h e vill as h a d n ot b e e n b uilt.  H e 
als o k n e w t h at S a n ct u ar y h a d t a k e n d e p osits fr o m i n v est ors i n t h e S a n ct u ar y s c h e m e a n d 
t h at i nt er est p a y m e nts w er e d u e t o t h es e i n v est ors. 

1 1 1.  As alr e a d y n ot e d,  Mr T h o ms o n b e c a m e a s h ar e h ol d er of S a n ct u ar y i n J u n e 2 0 1 3  a n d Mr 
T h o ms o n c a m e ( b y M a y 2 0 1 4) t o o w n 1 0 0 % of S a n ct u ar y P C C , w hi c h h e h el d o n tr ust 
f or Mrs H u m e -K e n d all , Mr G ol di n g  a n d Mr T h o ms o n.   

1 1 2.  Mr T h o ms o n w as als o a dir e ct or of El C u p e y  Li mit e d  b et w e e n 1 8  J ul y 2 0 1 3  a n d 1 A u g ust 
2 0 1 3 . I n t hi s c a p a cit y, h e si g n e d a tr ust d e e d d at e d 3 0 J ul y 2 0 1 3  b y w hi c h S a n ct u ar y P C C  
a gr e e d t o h ol d it s s h ar es i n I n v ersi o n es o n tr ust f or El C u p e y. H e t h er ef or e k n e w t h at T h e 
Hill  w as (t hr o u g h I n v ersi o n es) h el d o n tr ust f or t h e S a n ct u ar y i n v est ors.  

1 1 3.  Mr T h o ms o n als o si g n e d t h e n e w c o ntr a cts wit h t h e S a n ct u ar y i n v est ors w h o h a d si g n e d 
u p t o t h e r es c u e s c h e m e o n b e h alf of S a n ct u ar y. I fi n d t h at h e w as a w ar e of t h e t er ms of 
t h os e c o ntr a cts. T h es e i n cl u d e d t h at a d diti o n al p a y m e nts m a d e b y t h e S a n ct u ar y i n v est ors 
w o ul d o nl y b e distri b ut e d i n a c c or d a n c e wit h t h e i nstr u cti o ns of t h e tr ust i n f a v o ur of t h e 
S a n ct u ar y i n v est ors; a n d t h e tr ust w o ul d e ns ur e t h at s uffi ci e nt f u n ds w er e p ai d o ut of t h e 
d e p osits i nt o a c c o u nts r es er v e d t o p a y f or pl a n ni n g c o ns e nts a n d ot h er p ur p os es t h at t h e 
tr ust c o nsi d er e d t o b e i n t h e b est i nt er est of t h e S a n ct u ar y i n v est ors as a w h ol e. T h es e 
c o ntr a ct u al arr a n g e m e nts w er e v a g u e  a n d l o os el y w or d e d . B ut I fi n d t h at t h e i m pr essi o n 
gi v e n t o t h e S a n ct u ar y i n v est ors w h o si g n e d u p t o t h e r es c u e p a c k a g e w as t h at t h e 
a d diti o n al f u n ds w o ul d b e d e pl o y e d i n o bt ai ni n g pl a n ni n g p er missi o n a n d t h e n 
d e v el o pi n g t h e l a n d. It w as n ot e x pl ai n e d t o t h os e in v est ors t h at t h e f u n ds t h e y w er e 
p a yi n g o v er w o ul d al m ost i m m e di at el y b e p ai d o ut  t o t h e s h ar e h ol d ers or ot h ers 
i nt erest e d i n t h e o w n ers hi p of S a n ct u ar y .  

1 1 4.  Mr T h o ms o n als o k n e w t h at a d diti o n al d e p osits p ai d b y S a n ct u ar y i n v est ors w h o h a d 
si g n e d u p t o t h e r es c u e p a c k a g e i n a n a m o u nt of c.  £ 2. 4 milli o n w er e p ai d t o B uss M urt o n ; 
a n d t h at c. £ 8 8, 0 0 0 w as p a y a bl e e a c h m o nt h i n i nt er est p a y m e nts t o S a n ct u ar y i n v est ors.  
Mr T h o ms o n als o k n e w, fr o m a n e m ail s e nt t o hi m o n 1 4  M a y 2 0 1 4  b y Mr S e d g wi c k , 
t h at t h e p ot e nti al li a bilit y of I n v ersi o n es t o t h e S a n ct u ar y i n v est ors w as c. £ 2 3. 5  milli o n  
as at t h at d at e.  
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1 1 5.  Mr T h o ms o n als o k n e w t h at n eit h er h e, Mr G ol di n g  n or Mrs H u m e -K e n d all , h a d p ai d t h e 
pr e vi o us o w n ers of S a n ct u ar y f or t h e s h ar es i n S a n ct u ar y or S a n ct u ar y P C C . 

1 1 6.  Mr T h o ms o n als o k n e w t h at b e c a us e of t h e tr ust arr a n g e m e nts i n f a v o ur of t h e S a n ct u ar y 
i n v est ors, t h er e w as n o fr e e e q uit y i n T h e Hill . 

1 1 7.  Mr T h o ms o n d e ni e d i n his or al e vi d e n c e t h at h e k n e w t h at T h e Hill  h a d b e e n p ur c h as e d 
b y I n v ersi o n es f or £ 7 0 8, 7 5 2. I fi n d t h at h e di d k n o w t hi s. A c o p y of t h e a gr e e m e nt 
d o c u m e nti n g  t h e p ur c h as e w as i n L C F’s b o o ks a n d r e c or ds a n d a c o p y of t h e a gr e e m e nt 
w as att a c h e d t o a n e m ail s e nt t o Mr T h o ms o n b y M r I n g h a m o n 9  M a y 2 0 1 7 . 

1 1 8.  I fi n d t h at Mr T h o ms o n k n e w t h at J o n at h a n M ars h all h a d pr o d u c e d a dr aft r e p ort i n 
D e c e m b er 2 0 1 3 t h at v al u e d T h e Hill  at U S $ 7. 3 milli o n.  H e w as s e nt t h e dr aft r e p ort b y 
Mr H u m e -K e n d all  o n 2 4  D e c e m b er 2 0 1 3 . T his r e p ort c a us e d c o n c er n s b e c a us e it w as a 
l o w er v al u e t h a n h a d b e e n a nti ci p at e d. Mr T h o ms o n w as c o pi e d i nt o t h e r el e v a nt e m ail s.  

1 1 9.  Mr T h o ms o n s ai d at v ari o us st a g es i n his e vi d e n c e t h at h e di d n ot r e a d e m ails if t h e 
s u bj e ct li n e i n di c at e d t h at it w as wit hi n s o m e o n e els e’s r e mit, e v e n if t h e e m ail w as 
m ar k e d “ ur g e nt ”  a n d r el at e d t o t h e a c c o u nts of a c o m p a n y of w hi c h  h e w as a dir e ct or.  I 
r ej e ct t hi s e vi d e n c e. I fi n d t h at, s a v e w h er e t h er e is g o o d r e as o n t o s u p p os e ot h er wis e , 
s u c h as ill h e alt h  at a gi v e n ti m e,  Mr T h o ms o n i n g e n er al r e a d e m ails s e nt or c o pi e d t o 
hi m . I fi n d i n t hi s p arti c ul ar i nst a n c e t h at h e k n e w a b o ut t h e c o n c er ns a b o ut Mr M ars h all's  
dr aft a p pr ais al.  

1 2 0.  I h a v e alr e a d y r ef err e d t o t h e r e vis e d dr aft v al u ati o n r e p ort pr o d u c e d b y Mr M ars h all. Mr 
T h o ms o n k n e w of t h is b e c a us e it w as s e nt t o hi m b y Mr H u m e -K e n d all  o n 3 0  M ar c h 
2 0 1 4 . I h a v e alr e a d y c o m m e nt e d o n t hi s. It w as a dr aft d es kt o p a p pr ais al ,  n ot a R e d B o o k 
v al u ati o n , a n d s ai d it s h o ul d n ot b e r eli e d o n as a v al u ati o n r e p ort. Mr T h o ms o n als o 
k n e w fr o m it s c o nt e nts t h at it o mitt e d  fi n a n c e c osts a n d t h at it w as pr e di c at e d o n f urt h er 
i n c o m e fr o m t h e S a n ct u ar y i n v est ors b ei n g a v ail a bl e t o f u n d t h e d e v el o p m e nt of T h e 
Hill , w h e n ( as h e k n e w) n o s u c h p a y m e nts w o ul d b e d u e u ntil c o m pl eti o n . I als o fi n d t h at 
Mr T h o ms o n w o ul d h a v e n ot e d t h e s u bst a nti al i n cr e as e b et w e e n t h e v al u e i n t hi s a n d t h e 
e arli er a p pr ais al fr o m Mr M ars h all. As alr e a d y m e nti o n e d,  I fi n d t h at n o pr u d e nt 
b usi n ess m a n  w o ul d h a v e pl a c e d a n y r eli a n c e o n t hi s  dr aft a p pr ais al . It pl a c e d a v al u e o n 
t h e l a n d at a n a m o u nt h u g el y a b o v e t h e p ur c h as e pri c e p ai d b y I n v ersi o n es, d es pit e al m ost 
n ot hi n g h a vi n g b e e n d o n e si n c e t h e d at e of t h e p ur c h as e.  I fi n d as a f a ct t h at Mr T h o ms o n 
pl a c e d n o r eli a n c e o n it.  

1 2 1.  Mr T h o ms o n l at er m a d e us e of a M a y 2 0 1 4  dr aft a p pr ais al  fr o m Mr M ar s h all f or T h e 
B e a c h  w hi c h  c o nt ai n e d a fi g ur e of $ 3 7. 9  milli o n . I s h all r et ur n t o t hi s. I fi n d t h at n o 
pr u d e nt l e n d er c o ul d h a v e pl a c e d  a n y r eli a n c e o n t hi s h e a vil y c a v e at e d dr aft d es kt o p 
a p pr ais al wit h o ut r e q uiri n g a pr o p er R e d B o o k v al u ati o n. Mr M ars h all e x pr essl y s ai d i n 
t h e d o c u m e nt t h at h e di d n ot c o n d u ct  a n y d u e dili g e n c e o n t h e d e v el o p m e nt pl a ns a n d 
t h e r e p ort st at e d, “ Y o u s h o ul d t h er ef or e pl a c e li mit e d r eli a n c e u p o n t h es e fi g ur es a n d w e 
w o ul d r e c o m m e n d t h at n o irr e v o c a bl e d e cisi o n is t a k e n wit h r e g ar d t o t h e pr o p ert y 
wit h o ut c o m missi o ni n g a f or m al v al u ati o n r e p ort ” . I fi n d t h at Mr T h o ms o n di d n ot 
a ct u all y b eli e v e t h e l a n d t o h a v e a  v al u e of $ 3 7. 9  milli o n  or a n yt hi n g a p pr o a c hi n g it.  

1 2 2.  I fi n d t h at Mr T h o ms o n k n e w t h at T e n e d or a h a d n o v al u a bl e i nt er est i n T h e B e a c h . H e 
k n e w t h at T e n e d or a h a d e nt er e d i nt o a n a gr e e m e nt gi vi n g it t h e ri g ht t o a c q uir e t h e pl ot s 
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of l a n d c o m prisi n g T h e B e a c h f or t h e p a y m e nt of a t ot al s u m of U S $ 3. 5 milli o n  b ut h a d 
n ot a ct u all y a c q uir e d t h e m .  

1 2 3.  I a m als o s ati sfi e d t h at Mr T h o ms o n k n e w t h at u ntil l at e 2 0 1 7, T e n e d or a di d n ot a ct u all y 
a c q uir e a n y of t h e pl ot s of l a n d at T h e B e a c h. H e cl ai m e d i n or al e vi d e n c e  t h at h e t h o u g ht 
T e n e d or a h a d b e e n pr o c e e di n g wit h t h e p ur c h as e  i n t h e m e a nti m e. B ut h e w as i nf or m e d 
b y M r I n g h a m, b y e m ail o n 1 5  A pril 2 0 1 6 , t h at T e n e d or a di d n ot o w n a n y of t h e l a n d at 
T h e B e a c h a n d Mr L e e r e p e at e d t hi s t o Mr T h o ms o n i n a n e m ail o n 1 6 M ar c h 2 0 1 7 . I 
r ej e ct Mr T h o ms o n ’s e vi d e n c e t h at h e w as u n a w ar e of t h es e f a cts. T h is w o ul d h a v e b e e n 
p arti c ul arl y vit al i nf or m ati o n  f or hi m as a dir e ct or of L C F ( as T h e B e a c h  f or m e d p art of 
t h e s u p p os e d s e c urit y f or L C F’s l e n di n g) a n d h e w o ul d h a v e b e e n i nt er est e d i n its v al u e . 
I fi n d t h at h e k n e w t h e tr ut h.  

1 2 4.  T h o u g h T e n e d or a e v e nt u all y a c q uir e d s o m e of t h e p ar c els m a ki n g u p T h e B e a c h  i n 2 0 1 7, 
it n e v er i n f a ct a c q uir e d t h e p ar c els n e e d e d t o e n a bl e t h e pr o p os e d d e v el o p m e nt.  I a m 
s ati sfi e d t h at Mr T h o ms o n k n e w t hi s: h e c o nti n u e d t o h a v e a n i nt er est i n w h at w as 
h a p p e ni n g t o t h e d e v el o p m e nt a n d w o ul d h a v e b e e n t ol d  t h e tr u e p ositi o n.  

1 2 5.  I h a v e alr e a d y m e nti o n e d t h at s u bst a nti al p a y m e nts w er e m a d e t o O n e M o n d a y fr o m t h e 
f urt h er s u ms r ais e d fr o m t h e S a n ct u ar y i n v est ors. Mr T h o ms o n w as a s h ar e h ol d er of O n e 
M o n d a y fr o m 5  M a y 2 0 1 0 u ntil its diss ol uti o n o n  2  F e br u ar y 2 0 1 6  a n d w as a dir e ct or of 
O n e M o n d a y fr o m  9  M a y 2 0 1 2 . I fi n d t h at thr o u g h o ut his ti m e as a dir e ct or, Mr T h o ms o n 
c o ntr oll e d O n e M o n d a y’ s fi n a n c es  a n d b a n ki n g arr a n g e m e nts .  

1 2 6.  Mr T h o ms o n g a v e or al e vi d e n c e t h at at s o m e u ni d e ntifi e d p oi nt e arl y i n t h e hist or y , h e 
h a d h a n d e d c o ntr ol of O n e M o n d a y o v er t o Mr B ar k er  a n d Mr Mi c h a el P e a c o c k a n d t h at 
Mr B ar k er  w as a d d e d t o t h e b a n k a c c o u nt m a n d at e.  I r ej e ct t hi s e vi d e n c e. M y r e as o ns 
i n cl u d e t h es e:  

i. Mr T h o ms o n w as u n a bl e t o s a y w h e n t h e  tr a nsf er of c o ntr ol h a p p e n e d. H e s ai d it 
w as e arl y i n t h e hist or y. H e w as t h e n s h o w n a n e m ail s e nt t o hi m o n  3 0 S e pt e m b er  
2 0 1 3  r ef erri n g t o a n a gr e e m e nt t o w hi c h O n e M o n d a y w as a p art y . H e s ai d t h at it 
w as n ot bl a c k a n d w hit e a n d t h at t h er e w as a gr a d u al h a n d o v er  p eri o d . H e w as 
u n a bl e t o s a y w h e n c o ntr ol of t h e b a n k a c c o u nt w as s u p p os e dl y h a n d e d o v er t o Mr 
B ar k er . H e e v e nt u all y a c c e pt e d t h at h e c o ul d h a v e b e e n k e pt i nf or m e d a b o ut 
p a y m e nts m a d e t o a n d fr o m O n e M o n d a y a n d t h at h e m a y h a v e h a d a h a n d i n 
a d mi nist eri n g t h e p a y m e nt s. 

ii. Mr T h o ms o n st at e d o n a C V t o b e s e nt t o t h e F C A i n O ct o b er  2 0 1 6 t h at h e w as t h e 
m a n a gi n g dir e ct or of O n e M o n d a y . W h e n c o nfr o nt e d wit h t hi s d o c u m e nt h e s ai d 
i n cr oss -e x a mi n ati o n t h at it w o ul d  h a v e b e e n a n ol d C V o n fil e w hi c h Mr H ui s a m e n  
h a d att a c h e d t o a n e m ail. B ut h e  w as t h e n t a k e n t o a n e m ail d at e d 1 1  O ct o b er  2 0 1 6  
w hi c h h e s e nt t o Mr H uis a m e n  wit h t h e dr aft C V att a c h e d a n d w hi c h s h o w e d t h at 
h e, Mr T h o ms o n, h a d r e c e ntl y dr aft e d t h e C V . T h e C V d es cri b e d  hi m as t h e 
m a n a gi n g dir e ct or of O n e M o n d a y.  I c o n cl u d e d t h at Mr T h o ms o n’s e vi d e n c e a b o ut 
t h e C V w as d eli b er at el y mi sl e a di n g.  

iii. Mr T h o ms o n’s n a m e w a s als o r ef err e d t o i n a f or m pr o vi d e d t o t h e F C A d at e d 1 6  
O ct o b er  2 0 1 6  w hi c h st at e d t h at h e w as a dir e ct or of O n e M o n d a y. H e si g n e d t h e 
f or m. I r ej e ct Mr T h o ms o n’s e vi d e n c e t h at t hi s w as fill e d o ut b y Mr H uis a me n a n d 
t h at h e si g n e d it wit h o ut r e a di n g it. I r ej e ct Mr T h o ms o n’s e vi d e n c e t h at h e h a d 
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b e e n s o c as u al : t h e f or m s ai d t h at gi vi n g f als e i nfor m ati o n t o t h e r e g ul at or c o ul d b e 
a cri mi n al off e n c e.  I fi n d t h at h e k n e w t h at it w as s e nt i n t hi s f or m. 

i v. Mr B ar k er  w as n e v er pl a c e d o n t h e b a n ki n g m a n d at e f or O n e M o n d a y ( w h er e as Mr 
T h o ms o n w as ). 

v.  I fi n d it pr o b a bl e t h at b ot h Ms Ni c ol a Wis e m a n  ( w h o w or k e d wit h Mr T h o ms o n) 
a n d Mr T h o ms o n att e n d e d a m e eti n g wit h  t h e B a n k of S c otl a n d i n J ul y 2 0 1 4 t o 
dis c uss v ari o us b a n ki n g arr a n g e m e nts a n d at w hi c h g etti n g Mr T h o ms o n a d e bit 
c ar d f or t h e O n e M o n d a y a c c o u nt w as dis c uss e d . T h e e m ail d at e d 2 1  A u g ust 2 0 1 4  
s e nt t o Mr T h o ms o n a n d Ms Wis e m a n b y t h e B o S e m pl o y e e r ef err e d t o a m e eti n g 
t h e pr e vi o us d a y a n d s p e cifi c all y i d e ntifi e d s o m e a cti o ns f or “ Ni c k y ”. T his 
s u g g ests t h at t h e m e eti n g w as wit h t h e m b ot h .  

vi.  T h er e w o ul d i n a n y c as e h a v e b e e n n o r e as o n f or t h e s e p ar at e d e bit c ar d f or Mr 
T h o ms o n if h e w er e  n o l o n g er i n v ol v e d wit h O n e M o n d a y . Mr T h o ms o n c o ul d n ot 
e x pl ai n t hi s i n cr oss -e x a mi n ati o n . 

vii.  Ms Wis e m a n k e pt Mr T h o ms o n i nf or m e d a b o ut O n e M o n d a y’s fi n a n c es at l e ast 
i nt o 2 0 1 4.  

viii.  Mr T h o ms o n si g n e d t h e L C F a n n u al r e p ort d at e d 3 0 A pril 2 0 1 5 w hi c h st at e d t h at 
h e w as a dir e ct or of O n e M o n d a y . H e a c c e pt e d i n cr oss -e x a mi n ati o n t h at h e h a d 
n ot b y t h e n t ol d th e a c c o u nt a nts t h at h e h a d h a n d e d o v er c o ntr ol of O n e M o n d a y t o 
Mr B ar k er a n d Mr P e a c o c k.  

i x. Ol i v er Cli v e, his a c c o u nt a nts, wr ot e t o Mr T h o ms o n i n O ct o b er  2 0 1 5 a b o ut t h e 
p ossi bl e stri ki n g -off of O n e M o n d a y, aft er t h e s u p p os e d h a n d o v er  of t h e C o m p a n y 
t o Mr B ar k er.  

1 2 7.  I c o n cl u d e t h at Mr T h o ms o n’s e vi d e n c e t h at h e h a d h a n d e d o v er c o ntr ol of O n e 
M o n d a y’s b a n ki n g t o ot h ers ( a n d s o  l a c k e d k n o wl e d g e of it s aff airs) w as a d eli b er at e li e, 
w hi c h h e t ol d t o dist a n c e hi m s elf fr o m t h e d a m a gi n g e vi d e n c e t h at O n e M o n d a y h a d b e e n 
us e d as a c o n d uit f or p a yi n g a l ar g e pr o p orti o n of t h e a d diti o n al d e p osit s m a d e b y 
S a n ct u ar y i n v est ors t o hi ms elf, Mr G ol di n g, Mr H u m e -K e n d all a n d ot h ers; r at h er t h a n it 
b ei n g us e d f or t h e d e v el o p m e nt of T h e Hill.   

1 2 8.  I a m s ati sfi e d t h at Mr T h o ms o n k n e w t h at  s o m e £ 1. 2  milli o n  of t h e a d diti o n al d e p osits 
r e c ei v e d fr o m t h e S a n ct u ar y i n v est ors w as tr a nsf err e d fr o m S a n ct u ar y P C C ’s cli e nt 
a c c o u nt wit h B uss M urt o n t o O n e M o n d a y a n d t h at O n e M o n d a y m a d e t h e p a y m e nts 
alr e a d y i d e ntifi e d. I als o fi n d t h at Mr T h o ms o n k n e w t h at t h es e  p a y m e nt s  m a d e  t o t h e 
v ari o us i n di vi d u als ( or t h eir c o m p a ni es) of p arts of t h e a d diti o n al d e p osits w as c o ntr ar y 
t o t h e i nt er ests of t h e S a n ct u ar y i n v est ors. H e als o k n e w t h at t h e i n v est ors h a d b e e n l e d 
t o b eli e v e t h at t h e a d diti o n al d e p osits w o ul d b e a p pli e d i n t h e f urt h er d e v el o p m e nt of t h e 
l a n d. 

1 2 9.  As t o t h e i n v ol v e m e nt of Mr G ol di n g  i n t h e d e ali n gs wit h S a n ct u ar y, I a m s ati sfi e d t h at: 

i. Mr G ol di n g’s br ot h er , R y a n, h a d b e e n i n v ol v e d i n S a n ct u ar y fr o m t h e o ut s et. T his 
is pr o b a bl y h o w Mr G ol di n g  b e c a m e i n v ol v e d. Mr G ol di n g  p arti ci p at e d i n  
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f or m ul ati n g t h e r es c u e p a c k a g e a n d it s t er ms. T h e d o c u m e nts s h o w t h at h e w as als o 
a w ar e of t h e tr ust arr a n g e m e nts i n v ol vi n g El C u p e y.  

ii. Mr G ol di n g  k n e w t h at a d diti o n al d e p osits p ai d b y S a n ct u ar y i n v est ors w h o h a d 
a gr e e d t o t h e r es c u e p a c k a g e a m o u nt e d t o c. £ 2. 4 milli o n a n d t h at c. £ 8 8, 0 0 0 w as 
p a y a bl e e a c h m o nt h i n i nt er est p a y m e nts.  

iii. Mr G ol di n g  k n e w t h at Mr M ars h all’s dr aft v al u ati o n of T h e Hill w as f or U S $ 7. 3 
milli o n a n d t h at t his w as l o w er t h a n h a d b e e n a nti ci p at e d as t h e v al u e f or t h e sit e.  

i v. Mr G ol di n g  a n d Mr H u m e -K e n d all  d e ci d e d n ot t o pr o c e e d wit h t h e p ur c h as e of 
pl ot s m a ki n g u p T h e B e a c h a n d t h at T e n e d or a t h er ef or e  a c q uir e d n o i nt er est i n l a n d 
i n t h at sit e b ef or e 2 0 1 7 .  

v.  Mr G ol di n g  r e c ei v e d £ 5 3 5, 0 0 0 fr o m S a n ct u ar y vi a O n e M o n d a y a n d Cl y d es d al e 
Pr o p ert y D e v el o p m e nts.  H e k n e w t h at t hi s m o n e y w as n ot b ei n g i n v est e d i n t h e 
l a n d, as h a d b e e n pr o mi s e d t o i n v est ors.  

vi.  B y M a y 2 0 1 4 ( a n d pr o b a bl y e arli er), Mr G ol di n g  a n d his f a mil y w er e  t h e b e n efi ci al 
o w n er s of 7 1. 2 5 % of t h e s h ar es i n S a n ct u ar y P C C . H e pr o b a bl y h a d a b e n efi ci al 
i nt er est i n S a n ct u ar y o n t h e e arli er d at es w h e n Mr T h o ms o n a c q uir e d l e g al titl e t o 
s h ar es i n it .  

1 3 0.  As t o t h e i n v ol v e m e nt of Mr S e d g wi c k , I a m s atisfi e d t h at: 

i. Mr S e d g wi c k  arr a n g e d f or p a y m e nts t o b e m a d e fr o m L C C L t o S a n ct u ar y vi a 
S usti n er e.  

ii. Mr S e d g wi c k  k n e w of t h e cr e ati o n of a r es c u e p a c k a g e b y Mr T h o ms o n a n d Mr 
H u m e -K e n d all  as dir e ct ors of S usti n er e,  a n d of t h e t er ms of t h e r es c u e p a c k a g e.  

iii. Mr S e d g wi c k  m a n a g e d  t h e r e c ei pt of a d diti o n al s u ms of c. £ 2. 4  milli o n  p ai d b y t h e 
S a n ct u ar y i n v est ors u n d er t h e t er ms of t h e r es c u e p a c k a g e. T h es e w er e p ai d i nt o 
S a n ct u ar y’s cli e nt a c c o u nt wit h B uss M urt o n.  

i v. Mr S e d g wi c k  wr ot e t o t h e S a n ct u ar y i n v est ors s etti n g o ut t h e t er ms of t h e r e vis e d 
a gr e e m e nt ( w hi c h w as wit h I n v ersi o n es) a n d e n cl osi n g a n e w c o ntr a ct. H e w as 
t h er ef or e a w ar e of t h e t er ms of t h e r e vis e d c o ntr a cts wit h t h e S a n ct u ar y i n v est ors. 
I fi n d t h at h e k n e w t h at t h e i n v est ors w er e gi v e n t h e i m pr essi o n t h at t h e a d diti o n al 
d e p osits w o ul d ( at l e ast v er y s u bst a nti all y) b e a p pli e d i n o bt ai ni n g pl a n ni n g 
p er missi o n  a n d d e v el o pi n g t h e l a n d ; a n d t h at i n v est ors w er e n ot t ol d t h at a l ar g e 
p orti o n  of t h eir m o n e y w o ul d i m m e di at el y b e p ai d o ut t o t h os e i nt er est e d i n t h e 
s h ar es i n S a n ct u ar y . 

v.  Mr S e d g wi c k  m a d e p a y m e nts fr o m S a n ct u ar y’s cli e nt a c c o u nt wit h B uss M urt o n 
t o O n e M o n d a y, S usti n er e a n d L V M a n a g e m e nt (w hi c h I fi n d h e k n e w w as Mr 
H u m e -K e n d all ’s c o m p a n y). I a m s ati sfi e d t h at Mr S e d g wi c k  k n e w t h at t his  w as 
c o ntr ar y t o t h e i m pr essi o n gi v e n t o t h e S a n ct u ar y i n v est ors.  

vi.  Mr S e d g wi c k  als o m a d e p a y m e nts fr o m S a n ct u ar y P C C ’s cli e nt a c c o u nt t o Mr 
R uss ell -M ur p h y . H e t h er ef or e k n e w of t h e a m o u nt of t h e c o m missi o n s b ei n g p ai d 
t o Mr R uss ell -M ur p h y . 
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vii.  Mr S e d g wi c k  e n g a g e d i n  s etti n g u p t h e tr ust arr a n g e m e nts b y w hi c h S a n ct u ar y 
P C C  h el d it s s h ar es i n I n v ersi o n es o n tr ust f or El C u p e y. Mr S e d g wi c k  wit n ess e d 
Mr T h o ms o n ’s si g n at ur e o n t h e tr ust d e e d d at e d 3 0 J ul y 2 0 1 3  a n d e x e c ut e d b y 
S a n ct u ar y P C C  a n d El C u p e y ; a n d s e nt t h e si g n e d tr ust d e e d t o M ess rs T h o ms o n, 
H u m e -K e n d all  a n d A n dr e w Visi nti n. H e w as als o a w ar e of t h e s u bs e q u e nt 
c o nti n u ati o n s of t h os e tr ust arr a n g e m e nts.  Mr S e d g wi c k  w as als o i n v ol v e d i n 
pr e p ari n g a f urt h er tr ust d e e d b y w hi c h B uss M urt o n N o mi n e es a gr e e d t h at it w o ul d 
h ol d t h e s h ar e i n El C u p e y o n tr ust f or t h e S a n ct u ar y i n v est ors. Mr S e d g wi c k  k n e w, 
b e c a us e of his i n v ol v e m e nt i n t h e El C u p e y tr ust arr a n g e m e nts, t h at S a n ct u ar y P C C  
it s elf di d n ot h a v e a n y e q uit y i n t h e l a n d.  

viii.  Mr S e d g wi c k  als o k n e w t h at c . £ 8 8, 0 0 0 w as p a y a bl e e a c h m o nt h i n i nt er est 
p a y m e nts t o t h e S a n ct u ar y i n v est ors , a n d t h at t h e p ot e nti al li a bilit y of I n v ersi o n es 
t o t h e S a n ct u ar y i n v est or s w as c. £ 2 3. 5 milli o n .  

P ar a dis e B e a c h  

1 3 1.  T h e n e xt ass et t o a d dr ess w as  c all e d P ar a dis e B e a c h. T his w as a r es ort i n C a p e V er d e. It 
w as o w n e d b y a c o m p a n y c all e d P ar a dis e B e a c h S A. A c o m p a n y c all e d Stirli n g 
M orti m or e  h a d a p ur c h as e c o ntr a ct a n d a gr e e d t o assi g n it s p ositi o n t o C V R es orts, t h e 
i nt e nd e d p ur c h as er  ( a c o m p a n y ass o ci at e d wit h Mr G ol di n g, Mr H u m e-K e n d all a n d 
ot h ers) . B y a c o ntr a ct wit h P ar a dis e B e a c h  S A  e x e c ut e d o n 1 3  A pril 2 0 1 5 , C V R es orts 
a gr e e d t o p a y v ari o us s u ms f or p h as es of t h e d e v el o p m e nt. T h e c o nstit u e nt el e m e nts a n d 
p a y m e nt i nst al m e nts  r e q uir e d C V R es orts t o p a y c. € 5 7  milli o n  (c.  £ 4 1  milli o n  at t h e t h e n 
e x c h a n g e r at e) t o a c q uir e t h e r es ort.  

1 3 2.  I n cl osi n g s u b missi o ns, Mr S e d g wi c k  c o nt e n d e d t h at 3 0 % of t h e pri c e h a d alr e a d y b e e n 
p ai d  b y t h e d at e of t h e c o ntr a ct b e c a us e C V R es orts t o o k o v er t h e d e p osits t h at h a d  b e e n  
p ai d b y t h e pr e vi o us p ur c h as er . H e di d n ot h o w e v er gi v e e vi d e n c e a n d his ass erti o n c o ul d 
n ot b e e v al u at e d  i n cr oss-e x a mi n ati o n. O n t h e d o c u m e nts a n d e vi d e n c e b ef or e t h e c o urt 
(i n cl u di n g ( a) t h e c o ntr a cts i n f a ct si g n ed wit h P ar a dis e B e a c h S A  i n A pril 2 0 1 5, ( b) t h e 
r e vis e d c o ntr a ct of M a y 2 0 1 6: s e e b el o w a n d ( c) a s pr e a ds h e et cir c ul at e d b y Mr 
S e d g wi c k , w hi c h s ai d t h at t h e o nl y a m o u nt d e e m e d t o h a v e b e e n p ai d w as c.  € 1 8 4, 0 0 0 ) 
I a m s atisfi e d t h at € 5 7 milli o n  w as p a y a bl e.   

1 3 3.  I n A u g ust  2 0 1 5 S a vills a d vis e d Mr T h o ms o n t h at t h e m ar k et v al u e of t h e sit e w as c. € 4 0 . 5 
milli o n . S a vills als o a d vis e d t h at t h e “w ort h v al u e ” ( t h e v al u e t o t h e o w n er or pr os p e cti v e 
o w n er s u c h as f or i n v est m e nt p ur p os es ) w as  € 5 6. 7 2 milli o n.  

1 3 4.  I n li g ht of S a vills’ v al u ati o n, th e ri g ht t o a c q uir e P ar a dis e B e a c h wit h a m ar k et v al u e of 
€ 4 0. 5  milli o n  f or a pri c e of € 5 7  milli o n  w as t h er ef or e w ort hl ess . Mr T h o ms o n ( w h o h a d 
b e e n gi v e n a pr eli mi n ar y o pi ni o n of v al u e b y S a vills i n J ul y 2 0 1 5) s ai d i n a n e m ail d at e d 
2 0 J ul y 2 0 1 5 t h at t h e y w o ul d b e “ o v er p a yi n g b y q uit e a m ar gi n ” .  

1 3 5.  It will als o b e n ot e d t h at S a vills s e nt an  e m ail t o Mr T h o ms o n o n 2 6  A u g ust 2 0 1 5 w hi c h 
s ai d t h at wit h a r e d u c e d m ar k eti n g p eri o d ( a n d ot h er n e g ati v e ass u m pti o ns) t h e sit e w o ul d 
h a v e a m ar k et v al u e of € 1 7. 6  milli o n .  

1 3 6.  I n t h e e v e nt, n o n e of t h e l a n d at P ar a dis e B e a c h w as a ct u all y a c q uir e d . T h er e r e m ai n e d 
si m pl y a c o ntr a ct u al ri g ht t o a c q uir e t h e si t e o n p a yi n g t h e s u m of € 5 7 milli o n .  
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1 3 7.  As t hi n gs tr a ns pir e d C V R es orts f ail e d t o p a y t h e i nst al m e nts d u e u n d er t h e c o ntr a ct a n d 
t hi s l e d t o a l e g al dis p ut e wit h P ar a dis e B e a c h S A. P ar a dis e B e a c h S A wr ot e a l ett er o n 
1 9  N o v e m b er  2 0 1 5  cl ai mi n g t h at C V R es orts w as i n br e a c h of c o ntr a ct. It s ai d t h at if C V 
R es orts di d n ot r e m e d y all  it s br e a c h es, t h e c o ntr a ct w o ul d b e t er mi n at e d. 

1 3 8.  T h is dis p ut e c o nti n u e d a n d ulti m at el y it r es ult e d i n a n a gr e e d v ari ati o n t o t h e t er ms of 
t h e p ur c h as e a gr e e m e nt i n M a y 2 0 1 6, w hi c h p ost p o n e d t h e d at es f or t h e p a y m e nt of t h e 
i nst al m e nts. T h e t ot al pri c e r e m ai n e d € 5 7 milli o n.  

1 3 9.  C V R es orts a g ai n f ail e d t o p a y t h e i nst al m e nts, a n d t h e dis p ut e wit h P ar a di s e B e a c h S A 
w as r e vi v e d. T his c o nti n u e d d uri n g 2 0 1 6 a n d i nt o 2 0 1 7. P ar a dis e B e a c h S A g a v e n oti c e 
t er mi n ati n g t h e c o ntr a ct i n J u n e 2 0 1 7.  

1 4 0.  I a m s ati sfi e d t h at C V R e s orts n e v er a c q uir e d P ar a dis e B e a c h  a n d t h at t h e ri g ht t o a c q uir e 
t h e sit e di d n ot h a v e a n y v al u e.  

1 4 1.  Mr T h o ms o n w as a dir e ct or of C V R es orts b et w e e n 2 3  J a n u ar y 2 0 1 5  a n d 1 5  A u g ust 2 0 1 5  
a n d w as t h er ef or e a dir e ct or at t h e ti m e at w hi c h C V R es orts e nt er e d i nt o t h e c o ntr a ct 
wit h P ar a dis e B e a c h S A.  

1 4 2.  I fi n d t h at Mr T h o ms o n p arti ci p at e d i n  arr a n gi n g t h e P ar a dis e B e a c h d e al, al o n g wit h Mr 
H u m e -K e n d all , Mr G ol di n g , Mr S e d g wi c k  a n d M r I n g h a m. H e m et t h e b e n efi ci al o w n ers 
of P ar a dis e B e a c h S A, M essrs J o h n a n d N e d C ott er . H e a c c e pt e d i n his wit n ess st at e m e nt 
t h at h e “ h a d s o m e h a n d i n ” m a ki n g a w or ki n g fi n a n ci al m o d el of t h e esti m at e d v al u es of 
t h e pr o p erti es. H e att e m pt e d t o d o w n pl a y t hi s s o m e w h at i n cr oss -e x a mi n ati o n,  b ut I 
c o n cl u d e it is li k el y t h at h e w as i n v ol v e d. H e o bt ai n e d t h e v al u ati o n of t h e sit e fr o m 
S a vills . As o n e of t h e t w o dir e ct ors of C V R es orts, h e w as i n cl u d e d wit h Mr H u m e -
K e n d all  i n c o m m u ni c ati o ns  r el ati n g t o t h e dr afti n g of t h e a gr e e m e nt wit h P ar a dis e B e a c h 
S A . 

1 4 3.  As alr e a d y e x pl ai n e d, Mr T h o ms o n t h er ef or e k n e w t h at t h e m ar k et v al u e of t h e P ar a dis e 
B e a c h sit e w as s u bst a nti all y l ess t h a n t h e  € 5 7 milli o n t h at C V R es orts w a s r e q uir e d t o 
p a y t o a c q uir e it . 

1 4 4.  Mr T h o ms o n w as als o gi v e n a c o p y of t h e v ari ati o n a gr e e m e nt of M a y 2 0 1 6, w hi c h 
m ai nt ai n e d t h e € 5 7 milli o n  pri c e . I a m s ati sfi e d t h at h e w as a w ar e of t h e dis p ut e b et w e e n 
C V R es orts a n d P ar a dis e B e a c h S A a n d k n e w t h at C V R es orts h a d n ot p ai d a n y of t h e 
s u ms d u e u n d er t h e c o ntr a ct.  

1 4 5.  B y a n e m ail of 6 F e br u ar y 2 0 1 7 , Mr S e d g wi c k  i nf or m e d a C a p e V er d e l a w y er t h at L C F 
“ ar e r e a d y t o pr o vi d e t h e € 2 milli o n t o p ur c h as e t h e first s et of u nits b ut t h e y r e q uir e 
pr o p er s e c urit y ” . It is pr o b a bl e t h at Mr S e d g wi c k  h a d pr e vi o usl y dis c uss e d t hi s wit h Mr 
T h o ms o n.  I a m s ati sfi e d t h at t hi s s h o ws t h at Mr T h o ms o n w as a w ar e t h at, b y t h at d at e, 
n o u nit s h a d b e e n a c q uir e d. Mr T h o ms o n als o k n e w t h at C V R es orts h a d still n ot 
c o m pl et e d t h e p ur c h as e of a n y of t h e u nit s at P ar a dis e B e a c h b y 2 1  A pril 2 0 1 7  fr o m a n 
e m ail t o Al e x L e e, c o pi e d  t o Mr T h o ms o n,  s a yi n g, “ C V R es orts d o es n ot at t h e m o m e nt 
h a v e a n y pr o p ert y i n it s n a m e o nl y t h e c o ntr a cts t o a c q uir e t h e l a n d i n t h e C a p e V er d e ” . 
Mr T h o ms o n s ai d h e c o ul d n ot r e m e m b er t hi s e m ail i n his or al e vi d e n c e. I c o nsi d er it 
li k el y t h at h e r e a d this a n d ot h er e m ail s as a m att er of pr a cti c e  as t h e y aff e ct e d t h e s e c urit y 
gi v e n t o L C F . 
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1 4 6.  Mr T h o ms o n s ai d i n his e vi d e n c e t h at h e t h o u g ht C V R es orts w as i n f a ct b u yi n g u nit s . 
T h er e w as n o c o nt e m p or a n e o us e vi d e n c e s u p p orti n g t h at a n d t h e e m ails j ust r ef err e d t o 
s h o w t h at h e k n e w u ntil at l e ast u ntil mi d -2 0 1 7 t h at n o u nit s h a d b e e n b o u g ht.  H e w as 
u n a bl e t o e x pl ai n t h es e, ot h er t h a n t o s a y t h at h e di d n ot r e a d e m ails u nl es s t h e s u bj e ct 
li n e s h o w e d h e h a d t o. I h a v e r ej e ct e d t his e vi d e n c e. 

1 4 7.  N o u nit s w er e i n f a ct p ur c h as e d a n d t h e c o ntr a ct w as t er mi n at e d b y t h e s ell ers i n J u n e 
2 0 1 7. I fi n d it i n h er e ntl y i m pr o b a bl e t h at a n y of t h e p e o pl e t h e n i n v ol v e d w o ul d h a v e 
li e d t o hi m a b o ut t hi s. I c o n cl u d e t h at his or al e vi d e n c e t h at h e t h o u g ht t h at u nit s h a d b e e n 
b o u g ht at s o m e st a g e w as d eli b er at el y u ntr ut hf ul .  

1 4 8.  I a m als o s ati sfi e d t h at Mr T h o ms o n  k n e w t h at C V R es orts n e v er a c q uir e d a n y i nt er est 
i n t h e P ar a dis e B e a c h r es ort (ot h er t h a n t h e ri g ht t o b u y it f or s u bst a nti all y m or e t h a n it s 
m ar k et v al u e ).  

1 4 9.  Mr G ol di n g  w as als o i n v ol v e d i n arr a n gi n g t h e P ar a dis e B e a c h d e al, al o n g wit h Mr 
T h o ms o n,  Mr H u m e -K e n d all , Mr S e d g wi c k  a n d M r I n g h a m. Mr G ol di n g  k n e w t h at C V 
R es orts h a d d ef a ult e d u n d er t h e a gr e e m e nt b e c a us e h e w as f or w ar d e d t h e l ett ers d at e d 1 9  
N o v e m b er  2 0 1 5  a n d 1 5  F e br u ar y 2 0 1 6  fr o m P ar a dis e B e a c h S A i n w hi c h t h e d ef a ult s of 
C V R es orts w er e s et o ut.  

1 5 0.  T h e first of t h es e l ett ers w as f or w ar d e d b y Mr S e d g wi c k  t o Mr B ar k er  w h o, it is t o b e 
i nf err e d, p ass e d it o n t o Mr G ol di n g . I fi n d t h at Mr B ar k er  g e n er all y c o m m u ni c at e d his 
k n o wl e d g e of m at eri al e v e nts t o Mr G ol di n g . Mr B ar k er  w as Mr G ol di n g ’s ri g ht-h a n d 
m a n a n d f u n cti o n e d as hi s n o mi n e e i n h ol di n g s h ar es. Mr G ol di n g  h a d b e e n dis q u alifi e d 
as a dir e ct or a n d s o u g ht t o k e e p his i n v ol v e m e nt i n t h e v ari o us c o m p a ni es hi d d e n .  

1 5 1.  T h e s e c o n d l ett er c o n c er ni n g t h e dis p ut e wit h P ar a dis e B e a c h S A w as f or w ar d e d dir e ctl y 
t o Mr G ol di n g  b y Mr S e d g wi c k . O n 2 3 F e br u ar y 2 0 1 6  Mr G ol di n g  r e c ei v e d a n a n al ysi s 
pr e p ar e d b y Mr S e d g wi c k  of t h e cl ai ms m a d e a g ai nst C V R es orts b y P ar a di s e B e a c h S A.   

1 5 2.  Mr G ol di n g  w as t h e n i n v ol v e d i n dis c ussi o ns wit h J o h n a n d N e d C ott er t o r es ol v e t h e 
dis p ut e a n d a ut h oris e d t h e e ntr y b y C V R es orts i nt o  t h e v ari ati o n a gr e e m e nt i n M a y 2 0 1 6 .  

1 5 3.  Mr G ol di n g  k n e w t h at t h e r e vis e d p ur c h as e a gr e e m e nt di d n ot c o m pl et e. H e w as f or 
i nst a n c e c o pi e d i nt o a n e m ail d at e d 1 0  N o v e m b er  2 0 1 6  fr o m Mr H u m e -K e n d all  t o J o h n 
C ott er i n w hi c h Mr H u m e -K e n d all  s o u g ht a n e xt e nsi o n t o t h e c o m pl eti o n d at es. I n t hi s 
e m ail, Mr H u m e -K e n d all  n ot e d t h at “t h e pri c e i n c o nt e m pl ati o n is f ar i n e x c ess of a n 
o p e n m ar k et s al e ” . I fi n d t h at Mr G ol di n g  k n e w t h at C V R es orts n e v er c o m pl et e d t h e 
p ur c h as e of a si n gl e u nit at P ar a dis e B e a c h a n d t h at t hi s w as t h e r e as o n t h at P ar a dis e 
B e a c h S A t er mi n at e d t h e c o ntr a ct o n 7  J u n e 2 0 1 7 . B y a n e m ail of 7 J u n e 2 0 1 7 , Mr H u m e -
K e n d all  f or w ar d e d t o Mr G ol di n g  t h e n oti c e of t er mi n ati o n s a yi n g,  “ As y o u a nti ci p at e d! ”. 
Mr H u m e -K e n d all  a n d Mr G ol di n g  m ust t h er ef or e h a v e b e e n dis c ussi n g t h e pr os p e ct 
b ef or e t hi s h a p p e n e d.  

1 5 4.  Mr S e d g wi c k  p arti ci p at e d i n  arr a n gi n g t h e ori gi n al P ar a dis e B e a c h d e al, al o n g wit h Mr 
H u m e -K e n d all , Mr G ol di n g , Mr T h o ms o n a n d M r I n g h a m. I n F e br u ar y 2 0 1 5, Mr 
S e d g wi c k  w as e n g a g e d i n  dr afti n g a n a gr e e m e nt b y w hi c h Stirli n g M orti m er w o ul d 
assi g n it s ri g hts i n r el ati o n t o P ar a dis e B e a c h t o C V R es orts.  T his l e d t o t h e a gr e e m e nt of 
A pril 2 0 1 5.  
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1 5 5.  Mr S e d g wi c k  w as t h er ef or e a w ar e of t h e t er ms of t h e a gr e e m e nt . Mr S e d g wi c k  
s u bs e q u e ntl y s u m m aris e d t h e p a y m e nts d u e u n d er t h e a gr e e m e nt i n a s pr e a ds h e et f or 
Mi c h a el P e a c o c k.  

1 5 6.  Mr S e d g wi c k  k n e w t h at C V R es orts h a d d ef a ult e d u n d er t h e a gr e e m e nt b e c a us e h e 
r e c ei v e d t h e l ett ers d at e d 1 9 N o v e m b er  2 0 1 5  a n d 1 5  F e br u ar y 2 0 1 6  fr o m P ar a dis e B e a c h 
S A i n w hi c h t h e d ef a ult s of C V R es orts w er e s et o ut. H e f or w ar d e d t h e first of t h es e 
l ett ers t o Mr H u m e -K e n d all  a n d Mr B ar k er  a n d t h e s e c o n d t o Mr H u m e -K e n d all , Mr 
B ar k er  a n d Mr G ol di n g . O n 2 3 F e br u ar y 2 0 1 6  Mr S e d g wi c k  c o n d u ct e d  a n i niti al a n al ysi s 
of t h e cl ai ms m a d e a g ai n st C V R es orts b y P ar a dis e B e a c h S A a n d s e nt it t o Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g . Mr S e d g wi c k  a ct e d i n t h e dis p ut e f or C V R es orts 
a n d dr aft e d c orr es p o n d e n c e wit h P ar a dis e B e a c h S A. H e w as als o i n v ol v e d i n t h e 
v ari ati o n a gr e e m e nt b y w hi c h t hi s first dis p ut e w as r es ol v e d i n M a y 2 0 1 6.  O n 1 0  O ct o b er  
2 0 1 6  Mr S e d g wi c k  s e nt a n e m ail , c o pi e d t o Mr H u m e -K e n d all , Mr B ar k er  a n d M r 
I n g h a m, i n w hi c h h e e x pl ai n e d t h at n o p ur c h a s es of u nit s at P ar a dis e B e a c h h a d 
c o m pl et e d.  It att a c h e d a s u m m ar y of t h e o utst a n di n g p a y m e nts  d u e .  

1 5 7.  O n 1 0  N o v e m b er  2 0 1 6  Mr S e d g wi c k  dr aft e d a n e m ail f or Mr H u m e -K e n d all  a n d Mr 
B ar k er  t o s e n d t o J o h n C ott er, s e e ki n g t o diss u a d e P ar a dis e B e a c h S A fr o m t er mi n ati n g 
t h e c o ntr a ct. O n 1 2  J a n u ar y 2 0 1 7  P ar a dis e B e a c h S A a gr e e d t o all o w C V R es orts u ntil 1 
F e b r u ar y 2 01 7  t o r e m e d y it s br e a c h es. Mr S e d g wi c k  f or w ar d e d t h es e l ett ers t o Mr H u m e -
K e n d all  a n d Mr B ar k er . W h e n C V R es orts di d n ot r e m e d y it s br e a c h es , o n  6  F e br u ar y 
2 0 1 7 , Mr S e d g wi c k  s o u g ht a d vi c e fr o m a l a w y er q u alifi e d i n C a p e V er d e l a w. H e 
e x pl ai n e d t h at “ w e ar e of t h e vi e w t h at t h e pri c e b ei n g p ai d f or t h e sit e is t o o hi g h a n d 
wis h t o p ers u a d e t h e m t o a c c e pt si g nifi c a ntl y l ess ” a n d t h at L C F w as r e a d y t o pr o vi d e € 2 
milli o n. Mr S e d g wi c k  k n e w t h at C V R es orts n e v er c o m pl et e d t h e p ur c h as e of a n y of t h e 
u nit s at P ar a dis e B e a c h a n d t h at t his w as t h e r e as o n t h at P ar a dis e B e a c h S A t er mi n at e d 
t h e c o ntr a ct o n 7  J u n e 2 0 1 7 .  

T h e L a k e vi e w r es ort  

1 5 8.  T h e n e xt r el e v a nt ass et is t h e L a k e vi e w  r es ort. T his w as  a h oli d a y r es ort i n B o d mi n, 
C or n w all, w hi c h c o nt ai ns  l o d g es. T h e sit e h a d  a n ar e a of a b o ut 9 5. 8 a cr es. T h e pr o p ert y 
w as d e v el o p e d  i n t h e l at e 1 9 8 0s a n d o p e n e d i n 1 9 9 1. 

1 5 9.  T h e sit e w as a c q uir e d b y L a k e vi e w C o u ntr y Cl u b Li mit e d ( “ L C C L ”) i n 2 0 1 2 . 

1 6 0.  At t h at d at e , 3 6 l o d g es w er e l et o n 9 9 9 -y e ar l e as es t o t hir d p arti es; 2 4 l o d g es w er e l et t o 
a ti m es h ar e cl u b, L a k e vi e w Titl e Li mit e d , a n d t h e r e m ai ni n g l o d g es w er e o w n e d o utri g ht 
(i n cl u di n g a l o d g e us e d as a s er vi c e l o d g e). T h e sit e c o m pris e d 4 o n e -b e dr o o m l o d g es, 
4 2 t w o -b e dr o o m l o d g es, 5 t w o -b e dr o o m b u n g al o ws, a n d 1 8 t hr e e -b e dr o o m b u n g al o ws. 
T h er e w as als o a n o w n er’s h o us e a n d a cl u b h o us e.  

1 6 1.  B ef or e t h e L C C L a c q uisiti o n, t h e L a k e vi e w sit e w a s o w n e d b y V er n o n K ni g ht Ass o ci at es 
( “ V K A ”), w hi c h w as a tr a di n g p art n ers hi p b et w e e n Mi k e a n d P e n n y V er n o n. V K A’s 
b a n k, B ar cl a ys, s o u g ht e arl y r e p a y m e nt of V K A’ s b orr o wi n g.  

1 6 2.  V K A a gr e e d t o s ell t h e L a k e vi e w sit e t o a c o m p a n y  c all e d  T el os (I O M) Li mit e d, a 
c o m p a n y i n c or p or at e d i n t h e Isl e of M a n, f or £ 1. 9 8 milli o n.  T el os a c c e pt e d i n v est m e nts 
fr o m 1 3 6 i n v est ors i n t h e s u m of c. £ 6. 4 milli o n f or t h e p ur c h as e a n d d e v el o p m e nt of t h e 
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L a k e vi e w sit e. T el os f ail e d , h o w e v er , t o p a y t h e p ur c h as e pri c e a n d it f orf eit e d it s d e p osit. 
T h e s al e t o T el os t h er ef or e f ell t hr o u g h.  

1 6 3.  Mr H u m e -K e n d all  a n d Mr G ol di n g  d e ci d e d t o p ur c h as e t h e L a k e vi e w sit e , usi n g L C C L. 
T h e pr o p os e d pri c e w as i niti all y £ 4. 5  milli o n , m ostl y c o nsisti n g of d ef err e d 
c o nsi d er ati o n. Mr H u m e -K e n d all  s ai d i n a n e m ail of 2 8 N o v e m b er 2 0 1 2 t o Mr G ol di n g  
t h at t h e y all a gr e e d t hi s t o b e w a y i n e x c ess of w h at t h e pr o p ert y a n d b usi n ess w er e  w ort h. 
Mr H u m e -K e n d all  a n d Mr S e d g wi c k  e n g a g e d i n  r e n e g oti ati n g t h e pri c e d o w n w ar ds. 
N e g oti ati o ns f oll o w e d i n w hi c h t h e pri c e w as r e d u c e d . E v e nt u all y t h e b u yi n g c o m p a n y, 
L C C L , e x c h a n g e d c o ntr a cts wit h t h e v e n d ors t o a c q uir e t h e sit e f or £ 2. 7 5 milli o n . B ef or e 
c o m pl eti o n, t h er e w er e f urt h er r e n e g oti ati o ns r e g ar di n g t h e pri c e, r es ulti n g i n a v ari ati o n 
a gr e e m e nt. L C C L ulti m at el y a c q uir e d t h e L a k e vi e w sit e f or £ 1. 5 2 5 milli o n . 

1 6 4.  Mr T h o ms o n a n d Mr H u m e -K e n d all  a p pr o a c h e d t h e T el os i n v est ors wit h a pr o p os al t o 
r ais e m o n e y t o fi n a n c e s o m e of t h e p ur c h as e pri c e. Mr Cli nt R e d m a n assi st e d t h e m . T h e  
pr o p os al w as pr es e nt e d t o T el os i n v est ors i n r o a ds h o w m e eti n gs . T h e y pr o p os e d t h at 
T el os i n v est ors w o ul d l o a n s u ms  w hi c h w o ul d b e r e p a y a bl e wit h i nt er est at 8 % p er 
a n n u m a n d t h at 1 0 % of t h e pr o c e e ds of a n e v e nt u al s al e of L a k e vi e w (i n d u e c o urs e) 
w o ul d b e h el d b y a tr ust f or t h e b e n efit of t h e T el os i n v est ors. A l ar g e n u m b er of t h e 
T el os i n v es t ors t o o k t his u p a n d p ai d a t ot al of £ 7 2 8, 6 7 2. 8 8 .  

1 6 5.  T his l eft t h e n e e d t o r ais e ot h er c o m pl eti o n s u ms . T h e b ul k w as o bt ai n e d fr o m Ort us, a 
bri d gi n g l e n d er, w hi c h m a d e a s e c ur e d l o a n of £ 8 0 0, 0 0 0 t o L C C L, g u ar a nt e e d b y Mr 
T h o ms o n,  Mr H u m e -K e n d all  a n d Mrs H u m e -K e n d all . 

1 6 6.  T h e s al e of t h e L a k e vi e w sit e t o L C C L c o m pl et e d o n  5  A pril 2 0 1 3 . T h e t ot al 
c o nsi d er ati o n p ai d w as c.  £ 1. 6  milli o n , c o nsisti n g m ai nl y of s u ms  b orr o w e d fr o m Ort us 
a n d t h e T el os i n v est ors . 

1 6 7.  O v er ti m e , L C C L a n d a ss o ci at e d c o m p a ni es b o u g ht  b a c k a n u m b er of t h e l o d g es  n ot 
pr e vi o usl y o w n e d . F o ur of t h es e p ur c h as es o c c urr e d b ef or e J a n u ar y 2 0 1 5.  

1 6 8.  T h e sit e w as tr a nsf err e d t o W at ersi d e Vill a g es P l c i n l at e 2 0 1 5. T h e b u y-b a c k of l o d g es 
pi c k e d u p aft er t h at, a n d W at ersi d e Vill a g es a c c e pt e d t h e s urr e n d er of t h e ti m es h ar e 
cl u bs ’ 2 4 l e as es i n r et ur n f or a p a y m e nt of £ 7 6 2, 0 0 0 . 

1 6 9.  T h e Cl ai m a nts h a v e c o m pil e d a t a bl e b as e d o n L a n d R e gistr y d o c u m e nts w hi c h s h o ws 
t h e d at es at w hi c h v ari o us l o d g es w er e a c q uir e d a n d t h e pri c es p ai d f or t h e m. I n t h e e n d, 
6 0 of t h e 6 9 l o d g es w er e o w n e d b y L C C L a n d r el at e d c o m p a ni es.  

1 7 0.  At t h e r o a ds h o w t o t h e T el os i n v est ors, Mr T h o ms o n p arti ci p at e d i n  pr e p ari n g a 
pr es e nt ati o n t o t h e T el os i n v est ors w hi c h s et o ut t h e pr o p os e d d e v el o p m e nt of t h e 
L a k e vi e w sit e, i n cl u di n g t h e c o nstr u cti o n of a 1 0 5 -b e dr o o m h ot el a n d t h e v ari o us o pti o ns 
a v ail a bl e t o t h e T el os i n v est ors , a n d i n dr afti n g a l ett er t o t h e T el os i n v est ors, w hi c h h e 
as k e d Mr S e d g wi c k  t o r e vi e w.  

1 7 1.  T h er e w as a s pr e a ds h e et pr e p ar e d b y M r P e a c o c k w hi c h s h o w e d t h at t h e t ot al s u m r ais e d 
fr o m t h e T el os i n v est ors w as £ 7 2 8, 5 7 2 a n d t h at t h e a n n u al i nt er est d u e t o t h e T el os 
i n v est ors w as c. £ 5 8, 0 0 0 . Mr T h o ms o n a c c e pt e d i n e vi d e n c e t h at h e pr o b a bl y s a w t hi s at 
t h e ti m e, a n d I s o fi n d.   
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1 7 2.  I t ur n t o t h e e vi d e n c e a b o ut t h e v al u e of t h e sit e. As alr e a d y e x pl ai n e d L C C L b o u g ht t h e 
sit e f or c.  £ 1. 6  milli o n  i n A pril 2 0 1 3. 

1 7 3.  I n J a n u ar y 2 0 1 3  a fir m of s ur v e y ors, G V A , v al u e d t h e L a k e vi e w sit e f or L C C L. G V A 
p ut t h e m ar k et v al u e of t h e fr e e h ol d at £ 4. 6 5 milli o n. T his v al u ati o n c orr e ctl y n ot e d t h at 
3 6 of t h e l o d g es w er e s u bj e ct t o l o n g l e as es a n d 2 4 of t h e l o d g es w er e s u bj e ct t o ti m es h ar e 
a gr e e m e nts . T h e r e p ort s ai d t h er e w as pl a n ni n g p er missi o n f or a n e w d e v el o p m e nt t o 
i n cl u d e 3 6 f urt h er h oli d a y l o d g es a n d a 1 0 5-b e dr o o m  h ot el , a n d t h at L C C L di d n ot i nt e n d 
t o pr o c e e d wit h t h e h ot el  b ut ass u m e d t h at t h e f urt h er 3 6 n e w l o d g es c o ul d b e d e v el o p e d . 
T h e v al u ati o n i n cl u d e d an el e m e nt of v al u e w hi c h w o ul d b e g e n er at e d b y s u c h 
d e v el o p m e nt, a n d f or t h e r es al e v al u e of ot h er l o d g es b o u g ht b a c k i n a n d r e -s ol d.  

1 7 4.  I n J ul y 2 0 1 3 G V A pr o d u c e d a v al u ati o n f or Ulti m at e C a pit al Li mit e d  ( “ Ulti m at e 
C a pit al ”) , a l e n d er t o L C C L. T his g a v e t h e L a k e vi e w sit e a m ar k et v al u e of £ 4. 5 milli o n, 
w hi c h d e cr e as e d t o £ 3. 6 milli o n if t h e m ar k eti n g p eri o d w as ass u m e d t o b e r estri ct e d t o 
1 8 0 d a ys. T h e  v al u ati o n n ot e d t h at 3 6 of t h e l o d g es w er e s u bj e ct t o l o n g l e as es a n d 2 4 of 
t h e l o d g es w er e s u bj e ct t o ti m es h ar e a gr e e m e nts.  

1 7 5.  S a vills pr o d u c e d a v al u ati o n f or L C C L  i n A pril 2 0 1 4. T his esti m at e d t h e m ar k et v al u e of 
t h e L a k e vi e w sit e at £ 4 milli o n, risi n g t o £ 4. 1 2 5 milli o n if a ti e r estri cti n g o c c u p ati o n of 
t h e M a n or H o us e t o a n o w n er or m a n a g er of t h e sit e w er e t o b e lift e d. T his v al u ati o n 
i n c orr e ctl y st at e d t h at t h er e w er e 1 1 l o d g es o w n e d b y L C C L, w h e n i n f a ct at t hi s p oi nt 
L C C L o w n e d o nl y 9 l o d g es, of w hi c h o n e w as a s er vi c e l o d g e.  T h e r e p ort e x pl ai n e d t h at 
i nf or m ati o n h a d b e e n pr o vi d e d b y Mr T h o ms o n,  Mr R e d m a n  a n d M r I n g h a m. S a vills h a d 
s e e n t h e G V A r e p ort of J a n u ar y 2 0 1 3 . T h e y h a d als o b e e n gi v e n a d diti o n al i nf or m ati o n 
b y Mr T h o ms o n a n d Mr H u m e -K e n d all . 

1 7 6.  G V A pr o d u c e d a f urt h er v al u ati o n d at e d D e c e m b er 2 0 1 4  f or I nt er n ati o n al R es orts Gr o u p 
pl c , m ar k e d f or t h e att e nti o n of Mr T h o ms o n.  It as s ess e d t h e m ar k et v al u e a s at 1 1  A pril 
2 0 1 4  at £ 1 2. 4  milli o n  o n t h e s p e ci al ass u m pti o n t h at “t h e pr o p os e d b usi n ess pl a n ”  w o ul d 
b e a c hi e v e d i n f ull a n d wit h o ut d el a y. It als o g a v e t h e m ar k et v al u e wit h o ut t hi s 
ass u m pti o n of £ 7. 1 5  milli o n . T h e b usi n ess pl a n i n cl u d e d t h e d e v el o p m e nt of a 1 05 -
b e dr o o m h ot el. T h e pr o p os e d h ot el w o ul d h a v e c ost s o m e £ 1 9 milli o n  pl us pr of essi o n al 
f e es, a n d t h e n e w l o d g es a n a d diti o n al £ 4. 3  milli o n  pl us f e es.  T h e b usi n ess pl a n c as hfl o w 
m a d e t h e ass u m pti o n t h at b uil d c osts w o ul d st art i m m e di at el y , i n cl u di n g o n t h e n e w 
l o d g es, wit h t h e h ot el c o nstr u cti o n st arti n g s e v e n q u art ers l at er . It als o e n vis a g e d t h e 
b u y b a c k  pr o gr a m m e st arti n g i m m e di at el y. I fi n d t h at Mr T h o ms o n k n e w t h at t h e 
pr o p os e d b usi n ess pl a n h a d n ot b e e n c o m m e n c e d a n d w as n ot a b o ut t o st art. T h er ef or e , 
t h e £ 1 2. 4 milli o n fi g ur e w as of n e gli gi bl e us e .  

1 7 7.  T h e v al u ati o n w as als o b as e d o n a n i n a c c ur at e ass u m pti o n  t h at L C C L alr e a d y o w n e d 2 6 
l o d g es. It a ct u all y o w n e d o nl y 9 l o d g es, of w hi c h o n e w as a s er vi c e l o d g e . T h e r e p ort 
st at e d t h at I R G h a d a d vi s e d it t h at L C C L h a d b o u g ht i n t h es e e xtr a l o d g es a n d t h at t h e 
p ur c h as e h a d c o m pl et e d.  I a m s ati sfi e d t h at Mr T h o ms o n k n e w t h at t hi s ass u m pti o n a b o ut 
t h e n u m b er of l o d g es i n h a n d w as wr o n g. H e w a s i nti m at el y i n v ol v e d i n t h e aff airs of 
L C C L at t h e ti m e. T h e r e p ort w as a d dr ess e d t o hi m,  a n d it is li k el y t h at h e w as at l e ast 
o n e of t h e pri n ci p al pr o vi d ers of i nf or m ati o n t o G V A . T his is c o nsist e nt wit h t h e f a ct t h at 
S a vills s ai d i n t h eir 2 0 1 4 r e p ort ( a b o v e) a n d t h eir f urt h er r e p ort of J a n u ar y 2 0 1 5 (s e e 
b el o w) t h at Mr T h o ms o n a n d Mr H u m e -K e n d all  h a d pr o vi d e d t h e m wit h i nf or m ati o n 
b et w e e n  O ct o b er  2 0 1 3 a n d J a n u ar y 2 0 1 5.  
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1 7 8.  S a vills pr o d u c e d a f urt h er v al u ati o n f or L C C L d at e d 1 7  J a n u ar y 2 0 1 5 , a d dr ess e d t o Mr 
T h o ms o n.  Its c o n cl usi o n s as t o t h e m ar k et v al u e of t h e L a k e vi e w sit e w er e u n c h a n g e d 
fr o m it s 2 0 1 4 r e p ort. It s ai d t h at Mr T h o ms o n a n d Mr H u m e -K e n d all  h a d pr o vi d e d S a vills 
wit h i nf or m ati o n u p t o J a n u ar y 2 0 1 5. As wit h it s e arli er r e p ort, S a vills b as e d it s v al u ati o n 
o n t h er e b ei n g 1 1 l o d g es o w n e d b y L C C L.  

1 7 9.  G V A pr o d u c e d a n ot h er v al u ati o n d at e d 2 9  J a n u ar y 2 0 1 5  f or Ulti m at e C a pit al Li mit e d 
w hi c h h el d s e c urit y o v er t h e L a k e vi e w r es ort. T his r e p ort ass ess e d t h e m ar k et v al u e as at 
1 2  J a n u ar y 2 0 1 5  t o b e £ 4. 5 milli o n, r e d u c e d t o £ 2. 6 milli o n if t h e s al e p eri o d w as li mit e d 
t o 9 0 d a ys. T h e v al u ati o n r e p ort e d t h at L C C L o w n e d 8 l o d g es .  

1 8 0.  A n ot h er v al u er, J o h n S p a c e y , c o n d u ct e d  s o m e v al u ati o ns of t h e L a k e vi e w r es ort .  

1 8 1.  In D e c e m b er 2 0 1 6, Mr S p a c e y, tr a di n g as P ort ers I ntri nsi c V al u ati o ns , pr o d u c e d f o ur 
r e p orts f or L C F o n t h e v al u e of diff er e nt c o m p o n e nts of t h e L a k e vi e w r es ort, w hi c h i n 
t ot al g a v e t h e m ar k et v al u e of t h e L a k e vi e w r es ort a s £ 1 5. 0 3 milli o n. Of t hi s fi g ur e, £ 9. 3 6 
milli o n  w as attri b ut a bl e t o t h e v al u e of t h e l o d g es. Mr S p a c e y assi g n e d 3 -b e dr o o m 
l o d g es, of w hi c h h e r e c or d e d 1 7, a v al u e of £ 1 8 0, 0 0 0 a n d 2-b e dr o o m l o d g es, of w hi c h 
h e r e c or d e d 4 5, a v al u e of £ 1 4 0, 0 0 0. I fi n d t h at th e s e v al u es w er e s u bst a nti all y a b o v e t h e 
pri c es at w hi c h l o d g es h a d b e e n s ol d i n a n u m b er of o p e n m ar k et tr a ns a cti o ns . I fi n d t h at 
Mr T h o ms o n di d n ot r e g ar d it as a n a c c ur at e vi e w of t h e v al u e of t h e sit e.  

1 8 2.  O n 1 D e c e m b er 2 0 1 7  Mr S p a c e y, n o w tr a di n g as T h e C o b bs C o ns ult a n c y, s e nt Gl o b al 
R es ort Pr o p erti es Li mit e d a n u p d ati n g l ett er i n w hi c h h e st at e d t h e v al u e of t h e L a k e vi e w 
r es ort h a d ris e n t o £ 2 2. 6 milli o n. H e r ef err e d t o a m e eti n g wit h Mr H u m e -K e n d all  a n d 
his c oll e a g u es. Of t hi s fi g ur e, £ 1 3. 6 milli o n w as d u e t o t h e v al u e of t h e l o d g es. Mr S p a c e y 
r e c or d e d t h at t h er e w er e 6 9 l o d g es, of w hi c h 7 w er e 2-b e dr o o m l o d g es v al u e d at 
£ 2 0 0, 0 0 0 e a c h a n d 6 2 w er e 3 -b e dr o o m l o d g es v al u e d at £ 2 5 0, 0 0 0 e a c h. A g ai n,  I fi n d t h at 
t h es e w er e si g nifi c a ntl y hi g h er t h a n o p e n m ar k et s al es at ar o u n d t h e s a m e ti m e. I n 
a d diti o n,  t h e r e p ort err o n e o usl y i n cr e as e d t h e n u m b er of 3 -b e dr o o m l o d g es a n d d e cr e as e d 
t h e n u m b er of 2-b e dr o o m l o d g es. Mr S p a c e y h a d als o  i n cr e as e d t h e v al u e of t h e 
d e v el o p m e nt l a n d fr o m £ 1. 5 milli o n i n D e c e m b er 2 0 1 6 t o £ 4. 5 milli o n a y e ar l at er.  T his 
l ett er w as n ot a R e d B o o k v al u ati o n b ut w as a n u p d at e d a p pr ais al. I fi n d t h at Mr T h o ms o n 
di d n ot r e g ar d it as a n a c c ur at e vi e w of t h e v al u e of t h e sit e.  

1 8 3.  T h e fi g ur es i n t h e l ett er of 1 D e c e m b er 2 0 1 7  ass u m e d t h at r ef ur bis h m e nt w or k h ad t a k e n 
pl a c e . I fi n d t h at s o m e li mit e d w or ks h a d t a k e n pl a c e b y t h e n , b ut a n e m ail of 6  A pril 
2 0 1 8  fr o m Mr T err y Mit c h ell t o Mr H u m e -K e n d all  st at es t h at “t h e v al u ati o n i s b as e d o n 
t h e l o d g es b ei n g r ef ur bis h e d w h er e as t h e y m a y n ot b e c o m pl et e d u ntil  e n d  [ of] M a y … 
s u bj e ct t o a v ail a bilit y of v a c a nt l o d g es ”. I fi n d t h at it is li k el y t h at t h e r ef ur bis h m e nt w as 
n ot c o m pl et e d u ntil  O ct o b er  2 0 1 8.  

1 8 4.  O n 7  J u n e 2 0 1 8  Mr S p a c e y s e nt Mr Mit c h ell at Pri m e R D L a f urt h er l ett er u p d ati n g t h e 
l ett er of 1 D e c e m b er 2 0 1 7 . H e s ai d t h at t h e v al u e of t h e L a k e vi e w r es ort h a d ris e n t o 
£ 3 3, 1 9 9, 3 5 0.  H e r ef err e d t o a pr o p os e d d e v el o p m e nt of 1 1 3 n e w l o d g es. H e pl a c e d a 
v al u e of s o m e £ 1 1. 8  milli o n  o n t hi s p art of t h e l a n d  ( u p fr o m £ 4. 5 milli o n  i n his pr e vi o us 
l ett er). T h e e xisti n g l o d g es w er e n o w v al u e d at £ 1 7. 3 5 5 milli o n. Mr S p a c e y n o w v al u e d 
7  x  2 -b e dr o o m l o d g es ( at £ 2 4 0, 0 0 0  e a c h ) a n d 5 7 x  3 -b e dr o o m l o d g es ( at £ 2 7 5, 0 0 0  e a c h ). 
T h e i n cr e as e i n v al u e si n c e 1 D e c e m b er 2 0 1 7  is n ot e x pl ai n e d, a n d n or is t h e diff er e nt 
n u m b er a n d c o nfi g ur ati o n of t h e l o d g es.  
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1 8 5.  T h e L a k e vi e w sit e w as s ol d  b y t h e L C F A d mi nistr at ors o n 2 8  A pril 2 0 2 2 f or £ 1 0. 1 
milli o n, f oll o wi n g a n e xt e nsi v e m ar k eti n g pr o c e ss.  T his w as v er y s u bst a nti all y l o w er 
t h a n a n y of  Mr S p a c e y’s v al u ati o ns.  

1 8 6.  As t o t h e r ol e of Mr T h o ms o n i n r el ati o n t o t h e L a k e vi e w sit e, h e w as a p p oi nt e d a dir e ct or 
of L C C L o n it s i n c or p or ati o n o n 1 8  D e c e m b er 2 0 1 2 . Mr T h o ms o n w as a wit n ess o n a 
d e cl ar ati o n of tr ust d at e d 1 9 D e c e m b er 2 0 1 2 b y w hi c h B uss M urt o n ( N o mi n e es) Li mit e d 
a gr e e d t o h ol d t h e si n gl e s h ar e i n L C C L o n tr ust as t o 7 1. 2 5 % f or Mr G ol di n g  a n d his 
f a mil y, 2 3. 7 5 % f or Mrs H u m e -K e n d all  a n d 5 % f or Mr T h o ms o n.   

1 8 7.  As alr e a d y e x pl ai n e d, Mr T h o ms o n p arti ci p at e d i n  t h e r o a ds h o w t o T el os i n v est ors t o 
r ais e f u n ds f or t h e c o m pl eti o n of t h e p ur c h as e of t h e L a k e vi e w sit e. H e a c c e pt e d i n or al 
e vi d e n c e t h at h e w as i n v ol v e d i n t h e pr e p ar ati o n of a P o w er P oi nt pr es e nt ati o n s etti n g o ut 
t h e pr o p os e d d e v el o p m e nt of t h e L a k e vi e w sit e (i n cl u di n g t h e c o nstr u cti o n of a 1 0 5-
b e dr o o m h ot el) a n d t h e o pti o ns a v ail a bl e t o t h e T el os i n v est ors. Mr T h o ms o n als o 
a c c e pt e d i n his or al e vi d e n c e t h at h e w as cl os el y i n v ol v e d i n t h e pr o d u cti o n of a l et t er t o 
t h e T el os i n v est ors w hi c h als o s et o ut t h e o pti o ns o p e n t o t h e m. I fi n d t h at h e k n e w t h e 
a m o u nt s r ais e d fr o m t h e m ( £ 7 2 8, 5 5 2. 8 8 ) a n d w h at t h e a n n u al i nt er est d u e t o t h e m w as 
(c. £ 5 8, 0 0 0 ).  

1 8 8.  O n 2 0  D e c e m b er 2 0 1 2  Mr T h o ms o n si g n e d t h e s al e a n d p ur c h as e a gr e e m e nt f or t h e l a n d 
o n b e h alf of L C C L.  I n M ar c h 2 0 1 3, f oll o wi n g t h e r e n e g oti ati o n b et w e e n t h e p arti es, Mr 
T h o ms o n als o si g n e d t h e s u p pl e m e nt al a gr e e m e nt, w hi c h d e cr e as e d t h e pri c e t o £ 1 . 5 2 5 
milli o n . O n 5  A pril 2 0 1 3  Mr T h o ms o n si g n e d a f a cilit y a gr e e m e nt i n t h e s u m of £ 8 0 0, 0 0 0 
wit h Ort us t o o bt ai n bri d gi n g fi n a n c e f or t h e p ur c h a s e of t h e L a k e vi e w sit e. Mr T h o ms o n,  
al o n g wit h Mr H u m e -K e n d all  a n d Mrs H u m e -K e n d all , als o si g n e d t h e f a cilit y a gr e e m e nt 
as a g u ar a nt or.  

1 8 9.  Mr T h o ms o n k n e w at t h e ti m e at w hi c h t h e L a k e vi e w sit e w as a c q uir e d t h e n u m b er of  
l o d g es a n d h o w t h e y w er e t h e n o w n e d  (i n h a n d, l o n g l e as e or ti m es h ar e).  

1 9 0.  Mr T h o ms o n w as als o i n v ol v e d i n arr a n gi n g r efi n a n ci n g of t h e Ort us d e bt. It r efi n a n c e d 
wit h a l o a n fr o m Ulti m at e C a pit al. Mr T h o ms o n k n e w t h at Ulti m at e C a pit al h a d o bt ai n e d 
a v al u ati o n of t h e L a k e vi e w sit e i n J ul y 2 0 1 3 fr o m G V A . H e a c c e pt e d i n e vi d e n c e t h at 
h e w o ul d h a v e s e e n it at t h e ti m e, a n d h e w as t h er ef or e a w ar e of t h at v al u ati o n.  

1 9 1.  Mr T h o ms o n i nstr u ct e d S a vills t o pr o vi d e a v al u ati o n of t h e L a k e vi e w sit e.  S a vills 
a d dr ess e d it s r e p ort t o Mr T h o ms o n.  Mr T h o ms o n w as f a mili ar wit h t h e c o nt e nt of t hi s 
r e p ort a n d k n e w t h e q u a nt u m of t h e S a vills v al u ati o n.  

1 9 2.  Mr T h o ms o n a c c e pt e d i n his or al e vi d e n c e t h at h e w o ul d h a v e s e e n t h e v al u ati o n of t h e 
L a k e vi e w sit e o bt ai n e d f or Ulti m at e C a pit al fr o m G V A i n J a n u ar y 2 0 1 5.  

1 9 3.  Mr T h o ms o n k n e w of t h e G V A v al u ati o n pr o d u c e d f or I R G i n D e c e m b er 2 0 1 4 a n d w a s 
a w ar e t h at t h e v al u e of £ 1 2. 4 milli o n c o nt ai n e d i n t his v al u ati o n w as b as e d o n t h e s p e ci al 
ass u m pti o n t h at t h e b usi n ess pl a n, w hi c h i n cl u d e d t h e d e v el o p m e nt of a 1 0 5 -b e dr o o m 
h ot el, w o ul d b e a c hi e v e d i n f ull a n d wit h o ut d el a y.  

1 9 4.  I a m s ati sfi e d t h at Mr T h o ms o n k n e w t h at t hi s o v erst at e d t h e v al u e of t h e sit e.  First, h e 
k n e w t h at it w as b as e d o n L C C L o w ni n g 2 6 l o d g es. At t h e ti m e h e w as h e a vil y i n v ol v e d 
i n t h e b u y b a c k pr o gr a m m e. H e w as t h e a d dr ess e e of m a n y of t h e e m ails a b o ut t h e 
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pr o gr a m m e. T h o u g h h e d e ni e d i n or al e vi d e n c e t h at h e w as a w ar e of t h e d et ails of it, I 
r ej e ct t hi s. T h e e m ail r e c or d s h o ws t h at h e w as i nti m at el y i n v ol v e d. I als o fi n d t h at h e 
w o ul d h a v e n oti c e d t h e n u m b er of l o d g es t h at w er e b ei n g v al u e d i n t h e D e c e m b er 2 0 1 4 
r e p ort. T h e c o nt e m p or a n e o us d o c u m e nts s h o w t h at Mr T h o ms o n w as s e e ki n g t o e x pl ai n 
t h e c o nt e nts of t h e G V A r e p ort t o t hir d p arti es s o t h at t h e y w o ul d a c c e pt t h at t h at t h e 
L a k e vi e w sit e s h o ul d b e v al u e d at £ 1 2. 4 milli o n.  T h es e est a blis h t h at h e h a d r e a d t h e 
r e p ort r e as o n a bl y c ar ef ull y. I als o fi n d t h at t h e i n str u cti o n t o G V A as t o t h e n u m b er of 
l o d g es t o i n cl u d e i n t h e v al u ati o n w as li k el y t o h a v e c o m e fr o m Mr T h o ms o n hi m s elf.   

1 9 5.  I als o fi n d t h at Mr T h o ms o n k n e w t h at t h e b usi n ess pl a n r ef err e d t o i n t h e G V A v al u ati o n 
r e p ort h a d n ot b e e n a c hi e v e d or w as n ot a b o ut t o b e a c hi e v e d i n f ull a n d wit h o ut d el a y 
a n d, i n p arti c ul ar, t h at a 1 0 5 -b e dr o o m h ot el h a d n ot b e e n b uilt (a n d w as n ot i m mi n e ntl y 
t o b e st art e d) at t h e L a k e vi e w sit e.  Mr T h o ms o n s o u g ht in his e vi d e n c e t o s u g g est t h at it 
di d n ot m att er t h at t h e w or k h a d n ot a ct u all y b e e n c arri e d o ut , as l o n g as it w as g oi n g t o 
b e c arri e d o ut  at s o m e d at e . I d o n ot a c c e pt t h at. As e x pl ai n e d a b ov e, t h e b usi n ess pl a n 
ass u m e d t h at c o nstr u cti o n a n d t h e e xt e nsi v e b u y -b a c k pr o gr a m m e w o ul d b ot h st art 
i m m e di at el y (i n Q 1 of t h e a nti ci p at e d ti m eli n e i n t h e c as hfl o ws) a n d Mr T h o ms o n k n e w 
t h at n eit h er was  i m mi n e nt. H e k n e w t h at L C C L di d n ot h a v e t h e f u n di n g t o c arr y o ut 
t h os e st e ps. I r ej e ct Mr T h o ms o n ’s e vi d e n c e t h at h e t h o u g ht t h at si m pl y b e c a us e t h er e 
w as a d e v el o p m e nt pl a n t h e m ar k et v al u e w as £ 1 2. 4  milli o n . T h at gi v es n o m e a ni n g t o 
t h e i m p ort a nt ass u m pti o n t h at t h e pl a n w as t o b e a c hi e v e d  i n f ull a n d wit h o ut d el a y.  

1 9 6.  As t o Mr S p a c e y’s v al u ati o n of L a k e vi e w , I fi n d t h at Mr T h o ms o n k n e w t h at t h e a ct u al 
s al es of l o d g es h a d b e e n v er y si g nifi c a ntl y l o w er t h a n Mr S p a c e y’s ass u m pti o ns. I r ej e ct 
his e vi d e n c e t h at h e di d n ot k n o w t h e v al u e of t h e s al es. As alr e a d y e x pl ai n e d, h e h a d 
b e e n i nti m at el y i n v ol v e d i n t h e b u y-b a c k a n d s al es pr o c ess. H e als o k n e w t h at t h e n u m b er 
a n d c o nfi g ur ati o n of t h e l o d g es i n t h e r e p ort w as wr o n g. I als o n ot e t h at Mr T h o ms o n 
s ai d i n e vi d e n c e t h at h e h a d n e v er m et Mr S p a c e y a n d t h at t h e r e p ort h a d b e e n pr o d u c e d 
at t h e b e h est of Mr H u m e -K e n d all  a n d Mr G ol di n g . I fi n d t h at h e di d n ot t hi n k t h at it 
r e pr es e nt e d t h e v al u e of t h e sit e. 

1 9 7.  As t o t h e i n v ol v e m e nt of Mr G ol di n g  i n r el ati o n t o t h e L a k e vi e w sit e, Mr G ol di n g  a p p e ars 
t o h a v e b e e n t h e m ai n pr o p o n e nt of t h e p ur c h as e. Mr H u m e -K e n d all  s e e ms t o h a v e b e e n 
t h e p u bli c f a c e of Mr G ol di n g ’s i n v ol v e m e nt. Mr H u m e -K e n d all  r o uti n el y f or w ar d e d 
e m ails r e g ar di n g t h e pr o p os e d a c q uisiti o n of L a k e vi e w t o Mr G ol di n g . T h e e m ails s h o w 
t h at Mr G ol di n g  w as a cti v el y i n v ol v e d  i n i nt er n al dis c ussi o ns r e g ar di n g t h e pr o p os e d 
r e n e g oti ati o n of t h e pri c e. Mr G ol di n g  w as i n v ol v e d i n r aisi n g s u ms  fr o m t h e T el os 
i n v est ors. Mr B e al , a fi n a n c e br o k er, w as u n d er t h e i m pr essi o n t h at t h e bri d gi n g fi n a n c e 
t o a c q uir e t h e L a k e vi e w sit e w as “t h e fi n a n c e r e q uir e d f or S p e n c er ”. F oll o wi n g t h e 
a c q uisiti o n, Mr G ol di n g  b e c a m e t h e m aj orit y o w n er of t h e L a k e vi e w sit e, vi a his 
b e n efi ci al i nt er est i n L C C L. Mr G ol di n g  w as t h e p ers o n w h o h a d o v er all c o ntr ol of 
L C C L .  

1 9 8.  Mr G ol di n g , t h er ef or e, k n e w h o w m u c h L C C L p ai d f or t h e L a k e vi e w sit e ( c. £ 1. 6  
milli o n ). Mr G ol di n g  w as als o i n v ol v e d i n t h e i nstr u cti o n of S a vills t o pr o d u c e a 
v al u ati o n of t h e L a k e vi e w sit e. H e m ust t h er ef or e h a v e k n o w n a b o ut t h e q u a nt u m of t h at 
v al u ati o n.  T h e c o nt e m p or a n e o us e m ails ( e. g. o n e of 6 J u n e 2 0 1 3) s h o w t h at Mr S e d g wi c k 
a n d Ms B al d o c k u n d erst o o d Mr T h o ms o n  t o b e Mr G ol di n g ’s e m pl o y e e . I n or al e vi d e n c e, 
Mr T h o ms o n r ej e ct e d t h e s u g g esti o n h e w as Mr G ol di n g ’s e m pl o y e e b ut a c k n o wl e d g e d 
t h at h e r e pr es e nt e d Mr G ol di n g ’s i nt er ests i n L C C L. As e x pl ai n e d a b o v e, Mr T h o ms o n 
h el d Mr G ol di n g ’s s h ar e s o n tr ust f or hi m. I fi n d t h at h e a ct e d i n a c c or d a n c e wit h Mr 
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G ol di n g’s i nstr u cti o ns c o n c er ni n g L C C L.  I a m als o s ati sfi e d t h at it is pr o p er t o i nf er t h at, 
as Mr G ol di n g ’s r e pr es e nt ati v e, Mr T h o ms o n w o ul d h a v e k e pt Mr G ol di n g  i nf or m e d of 
si g nifi c a nt d e v el o p m e nts c o n c er ni n g t h e L a k e vi e w sit e.  

1 9 9.  As t o t h e i n v ol v e m e nt of Mr S e d g wi c k  c o n c er ni n g t h e L a k e vi e w sit e , h e w as i nstr u ct e d 
b y L C C L t o d e al wit h t h e p ur c h as e of t h e L a k e vi e w sit e fr o m V K A . H e k n e w t h e d et ails 
of t h e n e g oti ati o ns a n d t h e e v e nt u al p ur c h as e.  T h e d o c u m e nts est a blis h t h at Mr S e d g wi c k  
pri n ci p all y r e c ei v e d i nstr u cti o ns fr o m Mr H u m e -K e n d all  b ut k n e w t h at Mr G ol di n g  w as 
als o i nt er est e d i n t h e a c q uisiti o n. H e k n e w t h at Mr G ol di n g  w as t h e m aj orit y b e n efi ci al 
s h ar e h ol d er i n L C C L.   

2 0 0.  Mr S e d g wi c k  als o k n e w t h at Mr H u m e -K e n d all  h a d n e g oti at e d a l o a n of £ 2 0 0, 0 0 0 b y 
G e offr e y H u nt a n d J o h n B a n ks, t h e dir e ct ors of T el os, t o p a y t h e d e p osit  f or t h e p ur c h as e. 
Mr S e d g wi c k  dr aft e d a n u n d ert a ki n g fr o m B e wl H oli d a y H o m es L L P t h at Mr H u nt a n d 
Mr B a n ks w o ul d b e r e p ai d fr o m t h e pr o c e e ds of s al e of H o o k H o us e , a pr o p ert y i n w hi c h 
Mrs H u m e -K e n d all  w as i nt er est e d . U lti m at el y B uss M urt o n g a v e s u c h a n u n d ert a ki n g t o 
Mr H u nt a n d Mr B a n ks. T h e £ 2 0 0, 0 0 0 arri v e d i n B uss M urt o n’s cli e nt a c c o u nt a n d Mr 
S e d g wi c k  i nstr u ct e d t h at it b e p ai d t o t h e v e n d ors’ s oli cit ors.  

2 0 1.  Mr S e d g wi c k  i n c or p or at e d L C C L, w hi c h w as t o a ct as t h e p ur c h asi n g e ntit y, o n 1 8 
D e c e m b er 2 0 1 2 . H e w as a p p oi nt e d t h e c o m p a n y s e cr et ar y of L C C L o n t h e s a m e d at e. 

2 0 2.  Mr S e d g wi c k  s e nt t h e e x e c uti o n v ersi o n of t h e p ur c h as e a gr e e m e nt t o Mr H u m e -K e n d all , 
Mr A n dr e w Visi nti n a n d Mr T h o ms o n.  Mr S e d g wi c k  wit n ess e d Mr T h o ms o n ’s si g n at ur e 
of t his a gr e e m e nt o n b e h alf of L C C L a n d s e nt t h e si g n e d c o p y t o t h e v e n d ors’ s oli cit ors.  
Mr S e d g wi c k  t h e n s e nt t h e p ur c h as e a gr e e m e nt e x e c ut e d b y t h e v e n d ors t o Mr T h o ms o n 
a n d Mr H u m e -K e n d all . Mr S e d g wi c k  als o k n e w of t h e r e vis e d a gr e e m e nt a n d t h e 
ulti m at e p ur c h as e pri c e p ai d o n c o m pl eti o n.  

2 0 3.  Mr S e d g wi c k  k n e w t h at Mr R e d m a n a n d Mr T h o ms o n w er e tr yi n g t o e n g a g e wit h T el os 
i n v est ors vi a a r o a ds h o w i n e arl y 2 0 1 3, a n d h e w as i n v ol v e d i n t h e c o m m u ni c ati o ns wit h 
t h e T el os i n v est ors. Mr S e d g wi c k  assi st e d Mr T h o ms o n i n dr afti n g a l ett er t o t h e T el os 
i n v est ors w hi c h s et o ut t h e o pti o ns o p e n t o t h e m. T h e T el os i n v est ors w h o si g n e d u p t o 
t h e r e vis e d off er m a d e p a y m e nts t o B uss M urt o n’s cli e nt a c c o u nt. Mr S e d g wi c k  h a d 
c o ntr ol of t h e a c c o u nt i nt o w hi c h t h es e p a y m e nts w er e m a d e a n d k e pt Mr T h o ms o n a n d 
Mr H u m e -K e n d all  i nf or m e d of s u c h p a y m e nts. Mr S e d g wi c k  k n e w t h at b y 2 6  M ar c h 
2 0 1 3  L C C L h a d r e c ei v e d £ 2 3 0, 4 7 0. 1 7 fr o m t h e T el os i n v est ors b e c a us e h e s et o ut t h e 
p a y m e nts r e c ei v e d i n a s pr e a ds h e et; h e k n e w t h at b y  4  A pril 2 0 1 3 , £ 5 1 8, 8 0 2. 4 7 h a d b e e n 
r e c ei v e d fr o m t h e T el os i n v est ors; a n d h e k n e w t h at b y  4  J ul y 2 0 1 3 , £ 7 2 8, 5 7 2. 8 8 h a d 
b e e n r e c ei v e d fr o m t h e T el os i n v est ors . T h e s a m e d o c u m e nts s h o w t h at h e k n e w t h at 
L C C L w as li a bl e t o p a y i nt er est t o t h e T el os i n v est ors, i n a n a m o u nt of £ 5 8, 2 9 3 p er y e ar.  

2 0 4.  Mr S e d g wi c k  k n e w t h at bri d gi n g fi n a n c e w as r e q uir e d t o c o m pl et e t h e p ur c h as e. O n e of 
t h e p ot e nti al pr o vi d ers w as Ulti m at e C a pit al. O n 4  J ul y 2 0 1 3  Mr S e d g wi c k  t ol d Ulti m at e 
C a pit al t h at t h e T el os i n v est ors h a d pr o vi d e d a p pr o xi m at el y £ 8 0 0, 0 0 0.  I fi n d t h at t hi s 
w as a n o v erst at e m e nt of t h e tr u e p ositi o n,  a n d t h at Mr S e d g wi c k  k n e w t h e tr u e fi g ur e, 
gi v e n his k n o wl e d g e of t h e st at e of t h e B uss M urt o n cli e nt a c c o u nt.  

2 0 5.  Mr S e d g wi c k  als o t ol d Ulti m at e C a pit al t h at t h e s h ar e h ol d ers of L C C L h a d pr o vi d e d 
“f u n di n g i n t h e r e gi o n of £ 8 0 0, 0 0 0 ”. I fi n d t h at t his w as n ot tr u e b e c a us e t h e p ur c h as e 
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pri c e w as £ 1 . 5 2 5 milli o n a n d t h e d e p osit h a d b e e n f u n d e d b y w a y of a l o a n fr o m Mr 
B a n ks a n d Mr H u nt.  

2 0 6.  I n t h e e v e nt, bri d gi n g fi n a n c e w as pr o vi d e d b y Ort us. Mrs H u m e -K e n d all  w as a d d e d t o 
a dr aft Ort us g u ar a nt e e o n  3  M ar c h 2 0 1 3 . It is t o b e i nf err e d t h at t hi s w as b as e d o n  
i nf or m ati o n pr o vi d e d t o Ort us b y Mr S e d g wi c k . H o w e v er, Mr S e d g wi c k  h a d a ct u all y 
d o n e t hi s o n t h e i nstr u cti o ns of Mr H u m e -K e n d all , b e c a us e w h e n Mr S e d g wi c k  m et Mrs 
H u m e -K e n d all  o n  3  A pril 2 0 1 3 , s h e “ h a d n ot f ull y a p pr e ci at e d ” t h at s h e w as t o b e 
pr o vi di n g a g u ar a nt e e t o Ort us  ( e m ail of 3 A pril 2 0 1 3 fr o m Mr S e d g wi c k  t o o n e of his 
c oll e a g u es) .  

2 0 7.  Mr S e d g wi c k  k n e w t h at Ort us h a d pr o vi d e d £ 7 4 7, 1 5 7 of t h e s u ms d u e o n c o m pl eti o n a n d 
t h at L C C L h a d pr o vi d e d £ 3 7 7, 5 7 8. 3 8. Mr S e d g wi c k  als o k n e w t h at t h e t ot al s u m p ai d b y 
L C C L, i n cl u di n g t h e d e p osit a n d c o m p e ns ati o n p a y m e nts f or t h e d el a ys t o c o m pl eti o n 
w as £ 1 . 6 milli o n . 

2 0 8.  Mr S e d g wi c k  w as t h er ef or e i nti m at el y i n v ol v e d i n t h e v ari o us st a g es of t h e a c q uisiti o n 
a n d o bt ai ni n g bri d gi n g fi n a n c e b y L C C L. H e w as als o a p p oi nt e d as t h e c o m p a n y 
s e cr et ar y. H e w as als o i nti m at el y i n v ol v e d i n t h e l o d g e b u y b a c k pr o gr a m m e. I n t h e li g ht 
of t hi s, I fi n d t h at h e w as a w ar e of t h e n u m b ers of l o d g es h el d b y L C C L fr o m ti m e t o 
ti m e a n d t h e v al u es at w hi c h t h e y w er e a c q uir e d.  

2 0 9.  I als o i nf er t h at h e w as a w ar e of t h e v ari o us v al u ati o ns of t h e L a k e vi e w sit e a n d t h e 
a n o m ali es a n d s h ort c o mi n gs i n t h e m I h a v e alr e a d y d et ail e d a b o v e. T his i nf er e n c e i s 
str e n gt h e n e d b y t h e f a ct t h at Mr S e d g wi c k  di d n ot gi v e e vi d e n c e a n d s u bj e ct hi m s elf t o 
cr oss -e x a mi n ati o n a n d I fi n d ( as a n ad v ers e i nf er e n c e) t hat h e h a d k n o wl e d g e of t h es e 
v ari o us f a cts.  

T h e l a u n c h of L C F (t h e n c all e d S A F E)  

2 1 0.  L C F w as i n c or p or at e d a s S o ut h E ast er n C o u nti es Fi n a n c e Li mit e d. It w a s c all e d S al es 
Ai d Fi n a n c e ( E n gl a n d) Li mit e d  fr o m 1 8 F e br u ar y 2 0 1 3  u ntil it b e c a m e L o n d o n C a pit al 
& Fi n a n c e Li mit e d o n 1 J u l y 2 01 5  a n d t h e n L o n d o n C a pit al & Fi n a n c e Pl c o n 1 1  
N o v e m b er  2 0 1 5 . 

2 1 1.  At i n c or p or ati o n, Mr H u m e -K e n d all , Mr P a ul S a y ers, a n d M r P e a c o c k w er e dir e ct ors. 
Mr T h o ms o n r e pl a c e d t h os e i n di vi d u als a n d w as t h e s ol e dir e ct or fr o m 1 5 A u g ust 2 0 1 3 .  

2 1 2.  T h e e ntir e s h ar e c a pit al of S A F E w as i niti all y r e gist er e d i n t h e n a m e of Mr P e a c o ck. I n 
l at e 2 0 1 3 t h e s h ar es w er e tr a nsf err e d t o a n d  r e gist er e d i n t h e n a m e of Mr T h o ms o n.  H e 
i niti all y h el d t h e m o n tr ust f or Mr G ol di n g  u n d er a d e cl ar ati o n of tr ust d at e d 3 0 D e c e m b er 
2 0 1 3  ( w hi c h als o c o v er e d s h ar es i n Int er n ati o n al R es orts G r o u p ). I fi n d t h at th e r e as o n 
f or t hi s tr ust arr a n g e m e nt w as t o e ns ur e t h at Mr G ol di n g  ( w h o h a d gi v e n u n d ert a ki n gs 
n ot t o b e c o n c er n e d or t a k e p art i n t h e pr o m oti o n, f or m ati o n or m a n a g e m e nt of a 
c o m p a n y) w as n ot r e c or d e d as t h e o w n er of S A F E at C o m p a ni es H o us e.  

2 1 3.  T h os e u n d ert a ki n gs w er e gi v e n f or a p eri o d of ei g ht y e ars fr o m 4  A pril 2 0 1 1 , i n 
c o n n e cti o n wit h t h e aff airs of Cl y d es d al e E nt er pri s es Li mit e d, w hi c h h a d o p er at e d as a 
ti m es h ar e b usi n ess,  a n d w hi c h e nt er e d li q ui d ati o n o n 7 A pril 2 0 0 9 wit h ass ets of z er o  
a n d a d efi ci e n c y of £ 4 5, 0 0 0. O n e of t h e a gr e e d f a cts a n n e x e d t o t h e u n d ert a ki n gs  w as 
t h at Mr G ol di n g  h a d a ct e d as a dir e ct or of Cl y d es d al e d es pit e h a vi n g b e e n pr e v e nt e d  f or 
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a p eri o d of 1 0 y e ars fr o m d oi n g s o u n d er a B a n kr u pt c y  R estri cti o n  Or d er m a d e o n 2 0 
D e c e m b er 2 0 0 6.  

2 1 4.  V ari o us ot h er s h ar es i n ot h er c o m p a ni es w er e als o h el d o n tr ust f or Mr G ol di n g . T h es e 
i n cl u d e d Cl y d es d al e Pr o p ert y D e v el o p m e nts Li mit e d a n d L C C L . I fi n d t h at t h es e 
arr a n g e m e nts w er e als o e nt er e d i nt o t o c o n c e al hi s i n v ol v e m e nt wit h t h es e c o m p a ni es. 

2 1 5.  I fi n d t h at Mr T h o ms o n,  Mr H u m e -K e n d all  a n d Mr B ar k er  k n e w of Mr G ol di n g ’s 
dis q u alifi c ati o n u n d ert a ki n g s. As will b e e x pl ai n e d b el o w, m a n y  d o c u m e nt s r ef er t o t h e 
r es p e cti v e e ntitl e m e nts of Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  
i n v ari o us c o m p a ni es a n d a r ef er e n c e t o Mr B ar k er  w as oft e n us e d as a w a y of r ef erri n g 
t o Mr G ol di n g , s o t h at Mr B ar k er  w as a cti n g as his pr o x y or n o mi n e e. I fi n d t h at Mr 
T h o ms o n,  Mr H u m e -K e n d all  a n d Mr B ar k er  w er e a w ar e of t hi s pr a cti c e, as w as Mr 
S e d g wi c k .  

T h e L U KI b o n d iss u e  

2 1 6.  A c o m p a n y c all e d L a k e vi e w U K I n v est m e nts Li mit e d ( “ L U KI ”) w as s et u p b y Mr H u m e -
K e n d all  a n d Mr G ol di n g  t o i ss u e b o n ds  t o r ais e s u ms  t o d e v el o p t h e L a k e vi e w sit e. T his 
pr oj e ct w as w or k e d o n b y Mr T h o ms o n a n d Mr H u m e -K e n d all .  

2 1 7.  I n a n e m ail of 1 J u l y 2 01 3 t o H y p a M a n a g e m e nt , Mr H u m e -K e n d all  e x pl ai n e d t h at “ w e ” 
c urr e ntl y o w n t h e L a k e vi e w sit e a n d t h at t h e i nt e nti o n w as t o r ais e £ 2 0  milli o n  t o b e s p e nt 
i n d e v el o pi n g a h ot el a n d n e w l od g es a n d b u yi n g u p t o f ort y l e as e h ol d a n d ti m es h ar e 
l o d g es. Mr H u m e -K e n d all  f or w ar d e d t h e e m ail t o Mr G ol di n g  usi n g t h e n a m e “J o h n 
S mit h ”. T h e “ a d vis or a n d m a n a g er ” w as g oi n g t o b e S A F E  ( as s h o w n b y a n a gr e e m e nt 
d at e d 2 9  N o v e m b er  2 0 1 3) . T his p ut t h e s u ms t o b e r ais e d at £ 1 7  milli o n . S A F E w as t o 
a d vis e L U KI a b o ut w h et h er it s h o ul d l o a n s u ms t o L C C L, d et er mi n e t h e v al u e of t h e 
ass ets pr o vi d e d b y L C C L as s e c urit y , a n d m o nit or t h e us e of t h e f u n ds a d v a n c e d t o 
L C C L . T h e s u ms r ais e d w er e t o b e us e d t o d e v el o p t h e sit e. T his w as e x pl ai n e d i n a n 
Off eri n g M e m or a n d u m  d at e d 1 2 S e pt e m b er 2 0 1 3 . T h e b o n ds off er e d w er e 5 -y e ar  b o n ds 
p a yi n g 1 1 % i nt er est. T h e b o n ds w er e n o n -tr a nsf err a bl e (i. e. w er e mi ni -b o n ds ).  

2 1 8.  T h e L U KI b o n d w as Mr T h o ms o n ’s first e x p eri e n c e of a b o n d iss u e.  

2 1 9.  T h e iss u a n c e of t h e L U KI b o n d w as o nl y p arti all y s u c c essf ul : o nl y c. £ 3. 9  milli o n  w as 
r ais e d b y mi d-2 0 1 5 , a n d c. £ 5. 1  milli o n  b y mi d -2 0 1 6.  

2 2 0.  As e x pl ai n e d f urt h er b el o w, t h e L a k e vi e w sit e w as tr a nsf err e d t o W at ersi d e Vill a g es Pl c  
i n mi d-2 0 1 5 , a n d L C C L r et ai n e d t h e l a n d c all e d t h e “ d e v el o p m e nt l a n d ”, w hi c h w as 
c h ar g e d b y w a y of s e c urit y f or L U KI’s li a biliti es t o i n v est ors u n d er t h e b o n d iss u e. 
H o w e v er, t h e d e v el o p m e nt l a n d w as v al u e d at o nl y £ 1. 5 3 milli o n i n D e c e m b er 2 0 1 6  
( ass u mi n g t h at Mr S p a c e y’s v al u ati o n of t hi s el e m e nt of t h e sit e w as r eli a bl e) , s o t h at 
t h er e w as i ns uffi ci e nt s e c urit y f or t h e li a biliti es t o t h e L U KI i n v est ors. 

T h e S A F E B o n ds  

2 2 1.  Mr H u m e -K e n d all  r esi g n e d as a dir e ct or of S A F E o n 1 5 A u g ust 2 0 1 3 . Sh ortl y b ef or e t hi s 
h e w as pl a n ni n g a n e w b u si n ess v e nt ur e f or S A F E a s t h e iss u er of b o n ds, wit h  Mr G ol di n g  
a n d Mr R uss ell -M ur p h y . Mr H u m e -K e n d all  e x pl ai n e d i n a n e m ail d at e d 1 3 A u g ust 2 0 1 3 
t o Mr R uss ell -M ur p h y  ( c o pi e d t o Mr G ol di n g  as “J o h n S mit h ”) t h at t h e b o n d iss u e w o ul d 
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b e b a c k e d b y t h e t w o e xisti n g sit es o w n e d i n t h e U K a n d t h e D o mi ni c a n R e p u bli c, w hi c h 
h e s ai d w er e w ort h ar o u n d U S $ 2 0 0 milli o n , f oll o wi n g d e v el o p m e nt. H e s ai d t hi s h a d 
b e e n ass ess e d b y m aj or i n d e p e n d e nt pr of essi o n al fir ms.  H e off er e d Mr R u ss ell -M ur p h y  
a 5 % s h ar e ( w ort h U S $ 1 0  milli o n ) if h e w as a bl e t o r ais e at l e ast £ 3 milli o n  o n t h e b o n ds 
i n t h e n e xt 1 2 m o nt hs a n d assi st wit h ot h er v e nt ur es i n cl u di n g a ti m es h ar e b o n d.  T h e 
e m ail w as c all e d a dr aft a gr e e m e nt a n d w as si g n e d “ S a n d S ” (i. e. Mr H u m e -K e n d all  a n d 
Mr G ol di n g ). I a m s ati sfi e d t h at, as t hi s e m ail s h o ws, Mr G ol di n g  a n d Mr H u m e -K e n d all  
w er e b ot h i n v ol v e d i n t h e str at e gi c dir e cti o n of S A F E at t h at ti m e.  

2 2 2.  I n ar o u n d A u g ust 2 0 1 3 Mr T h o ms o n pr e p ar e d a n i nf or m ati o n b o o kl et f or a l o a n s c h e m e 
f or S A F E, dir e ct e d at m e m b ers of t h e p u bli c, b as e d o n l e n di n g at a n i nt er est r at e of 8. 5 %. 
Dr afts of t h e b o o kl et ( d at e d 1 6 A u g ust 2 0 1 3) st at e d t h at y e ar -o n -y e ar l e n di n g i n t h e U K 
S M E s e ct or h a d sl o w e d dr a m ati c all y, a n d t h at S A F E w o ul d pr o vi d e fi n a n c e t o b usi n ess es 
i n t h at s e ct or. It e x pl ai n e d t h at t h e dir e ct ors of S A F E h a d si g nifi c a nt l e n di n g/fi n a n ci n g 
e x p eri e n c e. M e m b ers of t h e p u bli c w er e i n vit e d t o l o a n m o n e y t o S A F E, w hi c h i n t ur n 
w o ul d l e n d it t o S M Es. T h e b o o kl et st at e d t h at all f u n ds w o ul d b e h el d i n es cr o w u ntil 
l o a n a gr e e m e nts, g u ar a nt e es, a n d l e g al c h ar g es w er e t a k e n.  

2 2 3.  O n 2 0 A u g ust 2 0 1 3 Mr T h o ms o n a p pr o a c h e d Mr R uss ell -M ur p h y  a n d Mr S e d g wi c k , 
s e e ki n g t h eir i n p ut  i nt o t h e dr aft. Mr S e d g wi c k  h a d s u g g est e d t h at t h e dr aft r ef er t o S A F E 
pr o vi di n g s e c urit y of 1 5 0 % of all m o n e y r ais e d. I n r es p o ns e, Mr R uss ell -M ur p h y  n ot e d 
t h at “t h e pr o bl e m wit h w h at is b ei n g s u g g est e d is t h at t h e m o n e y m a y n ot b e l e nt o ut i n 
li n e wit h w h at’s d es cri b e d i n t h e pr os p e ct us i e c as h f or Si m o n a n d S p e n c er et c ”. T h e 
Cl ai m a nts i n vit e d m e t o c o n cl u d e t h at Mr R uss ell -M ur p h y  a n d Mr T h o ms o n k n e w at t h at 
st a g e t h at a n y c as h b ei n g r ais e d w o ul d b e f or Mr H u m e -K e n d all  a n d Mr G ol di n g  
p ers o n all y. I fi n d t h at Mr R uss ell -M ur p h y  w as pr o b a bl y r ef erri n g t o r aisi n g c as h f or 
b usi n ess es r el ati n g t o Mr H u m e -K e n d all  a n d Mr G ol di n g , a n d t h at is h o w Mr T h o ms o n 
u n d erst o o d it. B ut Mr R uss ell -M ur p h y  w as n o n et h el ess  hi g hli g hti n g t h at t h e e xisti n g 
dr aft  i m pli e d t h at a n y f u n ds r ais e d w o ul d b e l e nt t o i n d e p e n d e nt c o m p a ni e s i n t h e S M E 
s e ct or , r at h er t h a n t o s p e cifi c b usi n ess es ass o ci at e d wit h S A F E a n d it s dir e ct or.  I fi n d t h at 
Mr T h o ms o n u n d erst o o d t hi s p oi nt.  

2 2 4.  A dr aft of t h e b o o kl et w a s als o cir c ul at e d t o M ar k I n g h a m a n d t o Mr H u m e -K e n d all . Mr 
H u m e -K e n d all  h e n c e r e m ai n e d i n v ol v e d i n S A F E’s b usi n ess aft er his r esi g n ati o n as a 
dir e ct or.  

2 2 5.  Dr afts of t h e br o c h ur e a n d a c o p y of t h e L o a n N ot e A gr e e m e nt w er e als o s h ar e d wit h Mr 
G ol di n g  i n S e pt e m b er 2 0 1 3. H e k n e w of t h e t er ms o n w hi c h S A F E w as s e e ki n g t o r ais e 
m o n e y fr o m i n v est ors.  

2 2 6.  F urt h er dr afts of t h e pr o p os e d b o n d s w er e pr o d u c e d. T h e b asi c d et ails w er e u n c h a n g e d, 
wit h i nt er est at 8. 5 % a n d  ass et s e c urit y of 1 5 0 %; f u n ds t o b e l e nt t o S M Es t o m e et 
d e m a n d f or fi n a n c e i n t h e s o ut h -e ast  of E n gl a n d ; wit h S A F E t o c o n d u ct a fi n a n ci al r e vi e w 
of e v er y a p pli c ati o n pri or t o m a ki n g l e n di n g d e ci si o ns.  Dr afts w er e  cir c ul at e d b et w e e n 
Mr T h o ms o n,  Mr H u m e -K e n d all , Mr G ol di n g , Mr R uss ell -M ur p h y  a n d Mr S e d g wi c k . 
M r I n g h a m w as als o i n v ol v e d. Mr  R uss ell -M ur p h y  s ai d i n a n e m ail t o Mr B e nj a mi n B e al 
( a fi n a n c e br o k er) o n 5 S e pt e m b er 2 0 1 3 t h at h e t h o u g ht it w o ul d b e a n “ e as y s ell ” . 

2 2 7.  T h e br o c h ur e w as fi n ali s e d i n S e pt e m b er 2 0 1 3. It att a c h e d a l ett er fr o m B uss M urt o n 
L L P  d at e d 2 8 A u g ust 2 0 1 3 ( dr aft e d b y Mr S e d g wi c k ), e x pl ai ni n g t h at S A F E h a d t h e 
b e n efit of c ert ai n g u ar a nt e es fr o m c o m p a ni es o w n e d b y t h e st at e d dir e ct ors of S A F E. I 
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fi n d t h at t hi s st at e m e nt w as u n tr u e a n d  mi sl e a di n g as , first, t h os e c o m p a ni es w er e n ot 
b e n efi ci all y o w n e d b y t h e st at e d dir e ct ors of S A F E  a n d, s e c o n d, d r aft g u ar a nt e es w er e 
pr e p ar e d f or s o m e of t h e dir e ct ors , b ut n o n e w er e a ct u all y e x e c ut e d.  I a m s ati sfi e d t h at 
Mr S e d g wi c k  k n e w t hi s, as h e s e nt u n e x e c ut e d dr aft g u ar a nt e es o ut aft er t h e d at e of t h e 
si g n at ur e o n t h e l ett er. I dr a w t h e a d v ers e i nf er e n c e fr o m his f ail ur e t o gi v e e vi d e n c e t h at 
h e w as r e c kl ess as t o t h e tr ut h a n d w as pr e p ar e d t o pr o vi d e a mi sl e a d i n g l ett er t o assi st 
i n f u n dr aisi n g fr o m t h e p u bli c. 

2 2 8.  M e m b ers of t h e p u bli c st art e d t o i n v est i n S A F E b o n ds fr o m 1 1 S e pt e m b er 2 0 1 3 . Mr 
R uss ell -M ur p h y , w h o w as i n t h e fi n a n ci al s er vi c es a d vis or y b usi n ess, w as p ai d a 
c o m missi o n of 2 0 %  of t h e gr oss a m o u nt r ais e d b y hi m. T his i n cr e as e d t o 2 5 % i n A pril 
2 0 1 4.  

2 2 9.  I fi n d t h at Mr T h o ms o n  a n d Mr H u m e -K e n d all  w er e cl os el y i n v ol v e d i n t h e r u n ni n g of 
S A F E a n d w er e k e pt i nf or m e d of t h e l e v el of b o n d s al es a n d ot h er d e v el o p m e nts.  F or 
i nst a n c e, o n 1 0 D e c e m b er 2 0 1 3 Ms B al d o c k, a s al es p ers o n, wr ot e t o Mr H u m e -K e n d all  
a b o ut att e m pt s t o p ers u a d e a n i n v est or t o i n v est £ 4 0, 0 0 0. Mr H u m e -K e n d all  s e nt t hi s t o 
Mr G ol di n g  a n d s ai d,  “ n ot g o o d ” . O n 1 7 D e c e m b er 2 0 1 3 Ms B al d o c k s e nt d et ails of s o m e 
i n w ar d i n v est m e nts t o Mr T h o ms o n,  Mr H u m e -K e n d all  a n d Mr R uss ell -M ur p h y . S i mil ar 
d et ails w er e s e nt i n e m ail s b y Mr R uss ell -M ur p h y  t o Mr T h o ms o n a n d Mr H u m e -K e n d all  
o n 1 8 a n d 2 3 D e c e m b er 2 0 1 3  a n d b y Ms. B al d o c k o n 6 J a n u ar y 2 0 1 4 . Als o , o n 6 J a n u ar y 
2 0 1 4 , Ms M a d d o c k of S A F E s e nt a n e m a il t o Mr T h o ms o n,  Mr H u m e -K e n d all  a n d Mr 
R uss ell -M ur p h y  a b o ut t h e w or di n g  of a c ertifi c at e t o b e iss u e d b y S A F E .  

2 3 0.  Mr G ol di n g  w as als o k e pt cl os el y i nf or m e d a b o ut t h e aff airs of S A F E a n d h e p arti ci p at e d 
i n str at e gi c d e cisi o ns a n d t h e m a n a g e m e nt of t h e b usi n ess. F or i nst a n c e, h e m a d e t h e 
d e cisi o n t o m a k e a s p e ci al off er t o p a y 1 1 0 % of pri n ci p al  o n m at urit y as w ell as i nt er est. 
Mr T h o ms o n t h e n i m pl e m e nt e d t hi s. S p e cifi c all y, o n 1 3 D e c e m b er 2 0 1 3 , Mr T h o ms o n 
s ai d t o Mr R uss ell -M ur p h y  t h at h e u n d erst o o d fr o m “ S p e n c e ” t h at Mr R u ss ell -M ur p h y  
n e e d e d a n e m ail fr o m S A F E a n d t h at h e, Mr T h o ms o n,  w o ul d or g a nis e it.  O n t h e s a m e 
d a y Mr R uss ell -M ur p h y  s e nt a n e m ail e x pl ai ni n g w h at h e n e e d e d, i. e. a n e m ail s etti n g 
o ut t h e 1 1 0 % t er mi n al b o n us off er . H e c o pi e d t hi s e m ail t o Mr H u m e -K e n d all , w h o w as 
als o i n v ol v e d . Mr T h o ms o n d ul y s e nt t hi s e m ail t o Mr R uss ell -M ur p h y . I fi n d t h at Mr 
T h o ms o n di d w h at Mr G ol di n g  h a d t ol d hi m o n t his p oi nt.  I fi n d t h at t his e pis o d e s h o ws 
t h at Mr G ol di n g  w as k e e n t o r ais e m o n e y fr o m t h e p u bli c as q ui c kl y as p o ssi bl e. T h er e 
is n ot hi n g t o s u g g est t h at eit h er h e or Mr T h o ms o n g a v e a n y t h o u g ht t o t h e s ust ai n a bilit y 
of t hi s off er or t h e a bilit y of S A F E t o p a y t h e 1 0 % b o n us o n t o p of t h e i nt er est. I a m 
s ati sfi e d t h at t hi s is b e c a us e t h e y w er e wilf ull y r e c kl ess as t o t h e s ust ai n a bilit y of t h e 
b usi n ess m o d el a n d w a nt e d t o r ais e m or e m o n e y at all c osts.  

2 3 1.  M e m b ers of t h e p u bli c c o nti n u e d t o i n v est i n t h e S A F E b o n ds d uri n g 2 0 1 3 a n d i nt o 2 0 1 4 . 

L o a n t o S a n ct u ar y P C C  

2 3 2.  S A F E’s first o ut w ar d lo a n w as t o S a n ct u ar y P C C . Mr T h o ms o n si g n e d t h e l o a n 
a p pli c ati o n o n b e h alf of S a n ct u ar y as a dir e ct or. T h e p arti es si g n e d a l o a n a gr e e m e nt 
d at e d 1  O ct o b er  2 0 1 3 f or £ 6 7 5 , 0 0 0. Mr P e a c o c k si g n e d f or S A F E.  

2 3 3.  T h er e w as als o a d e b e nt ur e, t h o u g h  S a n ct u ar y P C C  di d n ot h a v e a n y v al u a bl e pr o p ert y . 
As alr e a d y e x pl ai n e d, T e n e d or a h a d n ot a c q uir e d a n y of t h e p ar c els at T h e B e a c h a n d t h e 
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b e n efit of t h e s h ar es i n I n v ersi o n es ( w hi c h h el d T h e Hill) w as h el d o n tr ust f or t h e 
S a n ct u ar y i n v est ors.   

2 3 4.  I fi n d t h at Mr S e d g wi c k  k n e w of all  t h es e f a cts. H e p arti ci p at e d i n  dr afti n g t h e 
d o c u m e nt ati o n, i n cl u di n g t h e El C u p e y tr ust. H e als o k n e w t h at T e n e d or a h a d n ot b o u g ht 
a n y of t h e p ar c els of T h e B e a c h. H e t h er ef or e k n e w t h at t h e s e c urit y off er e d b y S a n ct u ar y 
P C C  h a d n o v al u e.  

2 3 5.  I a m s ati sfi e d t h at Mr G ol di n g  w as a w ar e of t h e l o a n a gr e e m e nt a n d t h e s u p p os e d 
s e c urit y. H e w as i n v ol v e d i n t h e d e ali n gs wit h t h e S a n ct u ar y i n v est ors . H e  als o r e c ei v e d 
m o n e y fr o m O n e M o n d a y w hi c h h a d b e e n b orr o w e d b y S a n ct u ar y u n d er t h e S A F E 
f a cilit y (s e e b el o w). I i nf er, b as e d o n t h e e vi d e n c e a b o ut his r el ati o ns hi ps wit h Mr H u m e -
K e n d all  a n d ot h ers , t h at h e k n e w t h at ot h ers w er e pr o b a bl y r e c ei vi n g si mil ar p a y m e nts 
fr o m O n e M o n d a y (s e e f urt h er b el o w) .  

2 3 6.  I als o fi n d t h at h e k n e w of t h e arr a n g e m e nts wit h t h e i n v est ors i n cl u di n g t h e El C u p e y 
tr ust arr a n g e m e nts. H e t h er ef or e k n e w t h at S a n ct u ar y P C C ’s off er of s e c urit y f or t h e 
b orr o wi n g fr o m S A F E h a d n o v al u e .  

2 3 7.  T h e m o n e y dr a w n d o w n b y S a n ct u ar y P C C  u n d er t h e l o a n w as p ai d b y S A F E t o O n e 
M o n d a y. T h e s u m of £ 8 0, 0 0 0 w as p ai d o n 1  O ct o b er  2 0 1 3 (t h e d at e of t h e a gr e e m e nt) 
a n d f urt h er a m o u nt s f oll o w e d i n  O ct o b er  a n d  N o v e m b er  2 0 1 3. As alr e a d y e x pl ai n e d,  O n e 
M o n d a y w as Mr T h o ms o n ’s c o m p a n y.  

2 3 8.  O n e M o n d a y us e d t h e m o n e y t o p a y Mr H u m e -K e n d all , Mr G ol di n g  a n d Mrs H u m e -
K e n d all . H e n c e fr o m t h e o uts et of S A F E’s b usi n ess, s o m e of t h e s u ms r ais e d fr o m 
b o n d h ol d ers w er e b ei n g p ai d t o Mr a n d Mrs H u m e K e n d all a n d Mr G ol di n g  p ers o n all y , 
r at h er t h a n t o t h e b orr o w er, S a n ct u ar y P C C , f or it s b usi n ess p ur p os es. T h e s e f u n ds w er e 
t h er ef or e b ei n g dis b urs ed  at o n c e a n d w er e n ot b ei n g i n v est e d i n i n c o m e -g e n er ati n g 
a cti viti es of t h e b orr o w er.  Mr T h o ms o n k n e w t his.  

2 3 9.  S o m e of t h e m o n e y  p ai d b y S A F E t o O n e M o n d a y u n d er t h e S a n ct u ar y P C C  b orr o wi n g 
w as p ai d t o a c o m p a n y c all e d L eis ur e & T o uris m Li mit e d , r u n b y Mr P e a c o c k. T h e b a n k 
st at e m e nts a n d l e d g ers f or L eis ur e & T o uris m Li mit e d s h o w t h at t h es e s u ms  w er e us e d 
t o m e et t h e m o nt hl y i nt er est li a biliti es of t h e S a n ct u ar y i n v est ors t h at h a d b e e n pr o mis e d 
t o t h e m b y Mr H u m e -K e n d all . H e n c e p art of t h e m o n e y r ais e d fr o m i n v est ors i n S A F E 
w as b ei n g us e d t o p a y t h e i nt er est d u e t o t h e e xisti n g S a n ct u ar y i n v est ors o n t h eir 
d e p osits. A g ai n, t h es e a m o u nt s w er e t h er ef or e n ot b ei n g i n v est e d i n i n c o m e -g e n er ati n g 
a cti viti es.   

2 4 0.  Mr T h o ms o n a n d Mr G ol di n g  t h er ef or e k n e w t h at m o n e y r ais e d fr o m b o n d h ol d ers a n d 
l e nt t o S a n ct u ar y P C C  w as g oi n g eit h er t o t h e ms el v es or t o S a n ct u ar y i n v e st ors ( t o p a y 
i nt er est) a n d n ot b ei n g us e d t o d e v el o p T h e B e a c h or T h e Hill. T h e y t h er ef or e k n e w t h at 
m o n e y d eri v e d fr o m i n v est ors i n S A F E w as  b ei n g p ai d o ut a n d w as n ot b ei n g i n v est e d 
i nt o i n c o m e-g e n er ati n g b usi n ess es . T h e y h a d n o c o n c er ns a b o ut t hi s  or t h e i m p a ct it 
mi g ht h a v e o n t h e s ust ai n a bilit y of t h e S A F E b usi n ess. I fi n d t h at t h e y w er e r e c kl essl y 
i ndiff er e nt t o t h e i nt er ests of t h e i n v est ors i n S A F E.  

2 4 1.  Mr S e d g wi c k  r a n t h e B u ss M urt o n a c c o u nt. H e k e pt Mr T h o ms o n (or his P A ) a n d Mr 
H u m e -K e n d all  a br e ast of t h e arri v al of s u ms  fr o m S A F E b o n d h ol d ers, a n d t h e p a y m e nts 
o ut of t h e a c c o u nt t o Mr R uss ell -M ur p h y , O n e M o n d a y , a n d ot h ers . Mr S e d g wi c k  



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

3 8  
 

t h er ef or e k n e w t h at s u ms  p ur p ort e dl y b orr o w e d b y S a n ct u ar y w er e  g oi n g t o Mr 
T h o ms o n ’s p ers o n all y o w n e d c o m p a n y. I fi n d (i n cl u di n g b y a d v ers e i nf er e n c e) t h at Mr 
S e d g wi c k k n e w t h at t hi s p art of t h e m o n e y w as t h er ef or e n ot b ei n g i n v est e d i n a n i n c o m e-
g e n er ati n g b usi n ess b y S a n ct u ar y; h e w as r e c kl es sl y i n diff er e nt t o t h e i nt er ests of t h e 
b o n d h ol d ers. I als o i nf er fr o m his c o ntr ol of t h e cli e nt a c c o u nts ( a n d f ail ur e t o gi v e 
e vi d e n c e) t h at Mr S e d g wi c k  k n e w t h at t h e S a n ct u ar y i n v est ors’ i nt er est p a y m e nts w er e 
b ei n g m et b y S a n ct u ar y P C C  fr o m s u ms  b orr o w e d fr o m S A F E  (i n t ur n d eri v e d fr o m 
i n v est m e nt b y b o n d h ol d ers).  

E arl y i n v ol v e m e nt of Mr C ar el ess /S ur g e  wit h S A F E  

2 4 2.  I n e arl y 2 0 1 5 Mr C ar el e ss  a n d Ms V e n n (t h e n c all e d K err y Gr a h a m) w er e r u n ni n g a 
w e bsit e c all e d T h e I n v est m e nt E x p erts. M e m b ers of t h e p u bli c c o ul d as k q u esti o ns a b o ut 
i n v est m e nts. T h e y mi g ht s a y t h at t h e y h a d a n a m o u nt t o i n v est a n d w a nt e d c ert ai n r et ur ns. 
T h e y h a d t o si g n i n wit h c o nt a ct d et ails. Mr C ar el ess  a n d Ms V e n n w er e n ot t h e ms el v es 
i n v est m e nt e x p erts. T h eir b usi n ess m o d el c o nsist e d of c oll e cti n g q u esti o ns fr o m t h e 
p u bli c a n d s elli n g t h es e a s “ l e a ds”  t o fi n a n ci al a d vis ers, w h o w o ul d f oll o w t h e m u p.  

2 4 3.  S ur g e w as i n c or p or at e d o n 1 9 J a n u ar y 2 0 1 5. U ntil 2 0 J u n e 2 0 1 7 , Ms V e n n h el d all t h e 
iss u e d s h ar es,  a n d s h e w a s t h e s ol e dir e ct or u ntil 7 J ul y 2 0 1 7, w h e n Mr C ar el ess  b e c a m e 
a dir e ct or. T h e y b ot h g a v e e vi d e n c e t h at Mr C ar el ess  w as t hr o u g h o ut t h e 9 0 % b e n efi ci al 
o w n er of S ur g e a n d a d e f a ct o dir e ct or, a n d t h at Ms V e n n o w n e d t h e ot h er 1 0 % of t h e 
s h ar es b e n efi ci all y.   

2 4 4.  O n 2 5  F e br u ar y 2 0 1 5  Mr C ar el ess  a n d Ms V e n n h a d a m e eti n g wit h Mr H u m e -K e n d all , 
Mr G ol di n g  a n d Mr R uss ell -M ur p h y . T h e i ntr o d u cti o n w as m a d e b y Mr B e al, w h o w as 
a fri e n d of Mr C ar el ess . H e h a d b e e n w or ki n g wit h Mr R uss ell -M ur p h y . 

2 4 5.  B ef or e t h e m e eti n g,  Mr B e al pr o vi d e d Ms V e n n wit h t h e S A F E i n v est m e nt 
m e m or a n d u m.  

2 4 6.  Ms V e n n m a d e s o m e f airl y c urs or y i nt er n et s e ar c h es  (usi n g G o o gl e) a n d s e nt a n ot e t o 
Mr C ar el ess  h e a d e d “ M e eti n g wit h L o n d o n Oil a n d G as ” . T h er e w as s o m e li mit e d 
i nf or m ati o n a b o ut Mr H u m e -K e n d all . Mr T h o ms o n w as d es cri b e d as h a vi n g b e e n a 
r el ati o ns hi p m a n a g er at R B S w h o w as n o w C E O of I nt er n ati o n al R es orts Gr o u p pl c 
( w hi c h h a d st art e d i n D e c e m b er 2 0 1 3). Mr R uss ell -M ur p h y  w as d es cri b e d as a n 
alt er n ati v e i n v est m e nt a d vis er. S h e h a d b e e n u n a bl e t o fi n d a n yt hi n g a b o ut Mr G ol di n g , 
n or  h a d s h e b e e n a bl e t o fi n d a n yt hi n g a b o ut t h e S A F E i n v est m e nt b o n d o n G o o gl e. 
L a k e vi e w w as d es cri b e d as q uit e a bi g h oli d a y r es ort i n C or n w all.  

2 4 7.  At t h e m e eti n g, Mr H u m e -K e n d all  a n d Mr G ol di n g  o utli n e d t hr e e i n v est m e nt pr o p os als: 
a pr o p os e d £ 5 0 milli o n f u n d f or oil a n d g as e x pl or ati o n, w hi c h Mr C ar el ess  a n d  Ms V e n n  
c o nsi d er e d t o b e hi g h ris k a n d u nli k el y t o r es ult i n m a n y m e m b ers of t h e p u bli c d e ci di n g 
t o i n v est; a b o n d iss u e b a s e d o n t h e leis ur e a n d  to uris m i n d ustr y, i n v ol vi n g I R G, L & T D, 
t h e L a k e vi e w r es ort i n C or n w all, a n d a r es ort i n C a p e V er d e, w hi c h Mr C ar el ess  a n d Ms 
V e n n als o t h o u g ht w o ul d b e u n attr a cti v e t o i n v est ors; a n d S A F E .  

2 4 8.  B as e d o n a n i nt er vi e w Ms V e n n g a v e t o t h e a d mi nistr at ors of L C F aft er it s c oll a ps e , I 
fi n d t h at at t h e m e eti n g b ot h Mr G ol di n g  a n d Mr H u m e -K e n d all  s p o k e a b o ut t h es e 
pr o p os e d i n v est m e nts a n d t h at Mr C ar el ess  a n d Ms V e n n u n d erst o o d t h e m t o b e i n 
b usi n ess t o g et h er.  
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2 4 9.  Ms V e n n s ai d i n h er wit n ess st at e m e nt ( a n d I fi n d) t h at t h er e w er e u n c o mf ort a bl e 
m o m e nts i n t h e m e eti n g. Mr H u m e -K e n d all  a n d Mr G ol di n g  h a d a f e w diff er e nt b usi n ess 
i nt er ests t h at t h e y w a nt ed  h el p t o pr o m ot e. Mr H u m e -K e n d all ’s r e al i nt er est w as a n oil 
b o n d, b ut Mr C ar el ess  a n d Ms V e n n t h o u g ht t h at t hi s w as l ess attr a cti v e t h a n w or ki n g 
f or S A F E b e c a us e t h e y c o ul d  n ot  s e e t h at t h e p u bli c w o ul d b e i nt er est e d i n a n oil b o n d; 
it s e e m e d t o o s p e c ul ati v e a n d ris k y. Ms V e n n t o o k a c o p y of a pr os p e ct us f or t h e oil 
b o n d, t o pl a c at e Mr H u m e -K e n d all .  

2 5 0.  S h e als o  st at e d  i n h er i nt er vi e w wit h t h e a d mi nistr at ors ( a n d I fi n d) t h at a t o uris m a n d 
l eis ur e b usi n ess w as dis c uss e d,  a n d t h at C a p e V er d e w as m e nti o n e d. A g ai n,  Mr C ar el ess  
a n d Ms V e n n t h o u g ht t h at t his w as n ot s o m et hi n g t h at w o ul d i nt er est r et ail i n v est ors.   

2 5 1.  T h e y w er e r e all y i nt er est e d i n t h e S A F E b o n d. T h e y k n e w t h at Mr R uss ell -M ur p h y  w as 
alr e a d y s elli n g it.  T h e y t h o u g ht t h at t h e p u bli c w o ul d b e i nt er est e d i n a b usi n ess l e n di n g 
t o S M E c o m p a ni es . At t h e m e eti n g,  t h e t hr e e pr o p os als ( oil a n d g as, l eis ur e a n d t o uris m, 
a n d S M E l e n di n g) w er e pr es e nt e d as t hr e e s e p ar at e a n d disti n ct i n v est m e nts.   

2 5 2.  At t h at st a g e,  t h e r ol e e n vis a g e d f or Mr C ar el ess  a n d Ms V e n n w as pr o vi di n g l e a ds, a 
w e bsit e a n d o nli n e r e p ut ati o n m a n a g e m e nt, i n e x c h a n g e f or a f e e. 

2 5 3.  Aft er t h e m e eti n g , Ms V e n n m a d e n ot es w hi c h s h e s e nt t o Mr C ar el ess . S h e s ai d (a m o n g 
ot h er t hi n gs ): 

“ [I nf or m ati o n a b o ut Mr H u m e -K e n d all , Mr G ol di n g  a n d Mr 
R uss ell -M ur p h y  as i n h er e arli er e m ail].  

S p e n c er G ol di n g: N o p u bli c i nf or m ati o n, c o ul d n’t l o o k u p his 
hist or y b ut cl e arl y a k e y pl a y er i n t h e t e a m .  

S A F E ( S al es Ai d Fi n a n c e E n gl a n d) .  

C h ar g e S M Es 1 2 -1 5 % a n d gi v e a r et ur n of 8. 5 % t o i n v est ors, 
t hi s is p ai d q u art erl y. M o n e y ti e d i n f or 2 y e ars. L o a ns n o l o n g er 
t h a n 1 y e ar a n d 1 5 0 % as s et b a c k e d s e c urit y. T h e c o m p a n y als o 
p ut u p £ 4. 5 m  s e c urit y fr o m t h eir o w n R e al Est at e p ortf oli o. T his 
is a s e cti o n 2 1 e x e m pti o n b o n d b ut ar e m o vi n g t o w ar ds f ull F C A 
a c cr e dit ati o n. T h e y h a v e £ 1 mil i n t hi s f u n d .  

L eis ur e a n d T o uris m  

 2 Di visi o ns  

I R G I nt e r n ati o n al R es o rts G r o u p  w w w.ir g pl c. c o m t hi s is 
b asi c all y a l a n d b a n k  

L T D  - b uilt o ut h oli d a y r es ort i n C or n w all a n d C a p e V er d e . L a k e 
vi e w i n C or n w all … h as 7 0 u nit s  a n d 1 0 5 b e d h ot el. L o o ki n g t o 
r ais e u p t o £ 1 0 0 mil, will b e t h e s m all est hi g h yi el d f ull y F C A 
r e g ul at e d b o nd. T h e b o n d m o n e y st a ys i n es cr o w u ntil d efi n e d 
dr a w d o w n t ar g ets ar e r e a c h e d. £ 2 mil, £ 1 0 mil, t h e. £ 1 0 mil 
tr a n c h es. E n d of y e ar pl a n is t o t a k e t hi s t o AI M. 

L o n d o n Oil a n d G as  

[ D et ails of m a n a g e m e nt t e a m] 
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T h e y ar e e x pl or ati o n t h e y ar e n ot pr o d u cti o n …  

F u n d c a p £ 1 0 0 mil. R e g ul at e d 5 y e ars b o n d pr o s p e ct ors [si c] 
r e a d y i n s e c o n d q u art er 2 0 1 5. 

S u g g esti o n : li n k all t hr e e pr o d u cts wit h a b o n d wr a p p er. Off ers 
c h oi c e a n d ris k s pr e a d f or i n v est ors. 

I niti al o p p ort u nit y: o v er vi e w w e bsit e a n d p ot e nti all y w e bsit es 
f or all t hr e e f u n ds.  

Br o c h ur es  

O nli n e r e p ut ati o n m a n a g e m e nt ”  

2 5 4.  Ms V e n n s ai d i n a n e m ail  of 2 5 F e br u ar y 2 0 1 5 t h at t h er e w as e x c ell e nt n e ws fr o m Mr 
B e al: “ T h e y ar e t ot all y o n t h e li n e a n d w a nt t o b e r e el e d i n. T h e y w o ul d li k e t o st art wit h 
£ 1 m l e a ds A S A P ” .  

2 5 5.  Mr C ar el ess  a n d Ms V e n n b e g a n  a tri al of s elli n g l e a ds f or £ 1 5 0 p er l e a d. T h e y us e d a 
n e w c o m p a n y, S ur g e , t o i n v oi c e f or t h es e s er vi c es. S ur g e ’s first i n v oi c e w as d at e d 1 3 
M ar c h 2 0 1 5  b ut w as n u m b er e d n o. 0 1 1. T h e s e c o n d i n v oi c e w as n u m b er e d n o. 2 2. Mr 
C ar el ess  a n d Ms  V e n n c h as e d Mr R uss ell -M ur p h y  f or p a y m e nt of i n v oi c es, a n d Mr 
R uss ell -M ur p h y  t ol d t h e m t h at h e w o ul d c o nt a ct Mr G ol di n g  f oll o wi n g w hi c h t h e i n v oi c e 
w as p ai d. T h e tri al e n d e d  b y 1 9 M ar c h 2 0 1 5 a n d Mr R uss ell -M ur p h y  pr o vi d e d f e e d b a c k.  

2 5 6.  Mr C ar el ess  h a d gr e at er a m biti o ns f or t h e r el ati o ns hi p wit h S A F E. H e pr o p os e d a j oi nt 
v e nt ur e wit h S A F E t o Mr R uss ell -M ur p h y  i n a n e m ail of 2 3 A pril 2 0 1 5.  

2 5 7.  T h e pr o p os al w as t h at Mr C ar el ess  a n d Ms  V e n n w o ul d pr o vi d e l e a ds, as w ell as s al es 
a n d m ar k eti n g m at eri als, a n d t h at i n r et ur n t h e y w o ul d b e p ai d £ 5 0 0, 0 0 0 u pfr o nt, a f urt h er 
£ 5 0 0, 0 0 0 o n r e a c hi n g a c ert ai n i n v est m e nt t hr es h ol d, a n d 5 % of all f u n ds d eli v er e d.  

2 5 8.  Mr H u m e -K e n d all  w as n ot attr a ct e d: h e e x pl ai n e d t o Mr G ol di n g  a n d Mr R uss ell -M ur p h y  
i n a n e m ail of 2 4 A pril 2 0 1 5 his vi e w t h at t h e arr a n g e m e nt s h o ul d b e s u c c ess -dri v e n, a n d 
h e w as c o n c er n e d b y t h e l a c k of “ c o n v ersi o ns ” of l e a ds. Ulti m at el y, t h e pr o p os al w as n ot 
p urs u e d.  

2 5 9.  I fi n d Mr C ar el ess  w as t ol d t h at Mr G ol di n g  w as n ot k e e n o n a n u pfr o nt p a y m e nt. Mr 
R uss ell -M ur p h y , Mr H u m e -K e n d all  a n d Mr G ol di n g  w er e all i n v ol v e d i n t h e dis c ussi o ns  
a b o ut t h e p ossi bl e j oi nt v e nt ur e.   

2 6 0.  I als o fi n d t h at Mr C ar el ess  a n d Ms  V e n n r e m ai n e d k e e n a b o ut t h e p ossi bilit y of 
c oll a b or ati n g wit h Mr R uss ell -M ur p h y  i n c o n n e cti o n wit h S A F E. 

R e -n a mi n g of L C F  

2 6 1.  S A F E w as r e n a m e d as L C F i n t h e s u m m er of 2 0 1 5.  

2 6 2.  T his w as a b o ut t h e s a m e ti m e as t h e a c q uisiti o n , l e d b y Mr H u m e -K e n d all , of a c o m p a n y 
c all e d “ L o n d o n Oil & G as Li mit e d ” ( c o m p a n y n u m b er 0 2 5 0 4 6 2 9) fr o m Mr Eri c 
B oss h ar d a n d his f a mil y.  
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2 6 3.  Mr H u m e -K e n d all  w as h e a vil y i n v ol v e d i n t hi s pr o c ess . I fi n d t h at h e e n vis a g e d t h at 
L o n d o n Oil & G as  w o ul d f or m p art of a “ L o n d o n Gr o u p ”  of c o m p a ni es, wit h L o n d o n 
Tr a di n g & D e v el o p m e nt  Gr o u p  Li mit e d ( “ L o n d o n Tr a di n g ”) as t h e p ar e nt c o m p a n y. 
T h er e ar e e m ails (i n w hi c h Mr S e d g wi c k  w as i n v ol v e d ) s h o wi n g t h at t h er e w as a 
pr o p os e d r estr u ct uri n g . By  4 J u n e 2 0 1 5 , Mr H u m e -K e n d all  e n vis a g e d t h at o n e of t h e 
s u bsi di ari es of L o n d o n Tr a di n g w o ul d b e “ L o n d o n C a pit al & Fi n a n c e ” a n d t h at S A F E 
s h o ul d b e r e n a m e d “ L o n d o n C a pit al & Fi n a n c e ”. I n t h e e v e nt, S A F E w as r e n a m e d 
“ L o n d o n C a pit al & Fi n a n c e Li mit e d ” o n 1 J ul y 2 0 1 5.  

2 6 4.  Mr T h o ms o n s ai d i n his e vi d e n c e t h at t h e n a m e c h a n g e w as his o w n i d e a  a n d n ot t h at of 
Mr H u m e -K e n d all . I r ej e ct t h at e vi d e n c e. I fi n d t h at t h e n a m e c h a n g e o c c urr e d at a b o ut 
t h e ti m e of t h e pr o p os e d r estr u ct uri n g j ust d es cri b e d a n d t h at t h e i d e a at t h e ti m e w as t h at 
it w o ul d b e p art of t h e “ L o n d o n Gr o u p ”  of c o m p a ni es. T h at w as t h e r e as o n f or t h e us e of 
t h e w or d L o n d o n i n t h e n a m e. I fi n d t h at Mr T h o ms o n g a v e t hi s e vi d e n c e b e c a us e h e 
w a nt e d t o s u g g est t h at b y t h e ti m e of t h e n a m e c h a n g e h e w as r u n ni n g L C F  al o n e .  

2 6 5.  Mr C ar el ess  a n d Ms V e n n a gr e e d t o pr e p ar e a w e bsit e a n d br a n di n g m at eri als f or t h e 
r e br a n di n g of S A F E as L C F, f or a f e e of £ 1 0, 0 0 0 pl us V A T. Mr C ar el ess  a n d Ms  V e n n 
c o m pl et e d t hi s w or k q ui c kl y s o t h at t h e y c o ul d b e gi n s elli n g t h e L C F b o n d t o r et ail 
i n v est ors as s o o n as p ossi bl e. Mr R uss ell -M ur p h y  a n d Mr C ar el ess  a gr e e d t o j oi n f or c es 
f or t hi s p ur p os e. T h e i niti al i d e a w as t h at Mr C ar el ess  w o ul d h el p t o g e n er at e t h e l e a ds, 
a n d Mr R uss ell -M ur p h y  w o ul d c o n v ert t h e m i nt o b o n d s al es. T h eir  pl a n t h e n c h a n g e d t o 
o n e w h er e S ur g e w o ul d m ar k et t h e b o n ds  a n d Mr R uss ell -M ur p h y ’s s al es o p er ati o n 
w o ul d b e br o u g ht i nt o Mr C ar el ess ’s m ar k eti n g o p er ati o n.  

2 6 6.  F oll o wi n g t hi s a gr e e m e nt, Mr R uss ell -M ur p h y  p ut Mr C ar el ess  i n t o u c h wit h Mr 
T h o ms o n,  w h o c o nt a ct e d Mr C ar el ess  f or t h e first ti m e.  

2 6 7.  At a b o ut t h e s a m e ti m e, S ur g e  r ef or m att e d th e L C F br o c h ur e s o t h at it l o o ke d  m or e 
pr of essi o n al . It c o nti n u e d t o c o nt ai n t h e s a m e b asi c c o nt e nts as t h e S A F E br o c h ur e, 
i n cl u di n g t h e t e xt a b o ut t h e s h ort a g e of f u n di n g f or S M Es a n d t h e b usi n ess m o d el of 
l e n di n g t o S M Es.  

2 6 8.  O n 2 7 J ul y 2 0 1 5 Mr H u m e -K e n d all  a n d Mr B ar k er  a p pr o v e d p a y m e nt of t h e s e c o n d 
i n v oi c e ( £ 5, 0 0 0 pl us V A T) f or t h e w or k of Mr C ar el ess  a n d Ms V e n n  i n r e br a n di n g S A F E 
as L C F.  Mr S e d g wi c k  m a d e t h e p a y m e nt.  

2 6 9.  In e arl y J ul y 2 0 1 5,  a n a gr e e m e nt  w as r e a c h e d  b et w e e n L C F a n d S ur g e , eff e cti v el y as a 
c o nti n u ati o n of t h e e arli er arr a n g e m e nt wit h Mr R uss ell -M ur p h y , t h at L C F w o ul d p a y a 
c o m missi o n of 2 5 % t o S ur g e of all s u ms r ais e d fr o m b o n d h ol d ers . Mr R us s ell -M ur p h y  
a gr e e d t o w or k wit h S ur g e o n t er ms t h at h e w o ul d r e c ei v e t h e s a m e a m o u nts as Mr 
C ar el ess  r e c ei v e d fr o m S ur g e.  

Gr ossi n g u p u n d er t h e l o a n a gr e e m e nts   

2 7 0.  I n t h e l o a n a gr e e m e nts e nt er e d b et w e e n L C F a n d it s b orr o w ers, t h e “ C ost of B orr o wi n g ”  
w as d efi n e d t o m e a n t h e s u m w hi c h w o ul d b e a d d e d t o a n y s u m dr a w n d o w n w hi c h h a d 
b e e n i n c urr e d b y L C F i n r aisi n g t h e f u n ds c o m prisi n g t h e f a cilit y. T h e d efi niti o n w as 
v a g u e  a n d u ns p e cifi c. B ut , fr o m t h e o uts et, L C F tr e at e d t h e c o m missi o ns p ai d t o S ur g e 
as a C ost of B orr o wi n g.  
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2 7 1.  A  b orr o w er w o ul d t h er ef or e h a v e t o p a y t h e 2 5 % f e e p ai d t o S ur g e. H e n c e if S ur g e r ais e d 
£ 1  milli o n  fr o m b o n d h ol d ers, S ur g e w o ul d i m m e di at el y b e p ai d £ 2 5 0, 0 0 0. T h e b al a n c e 
of £ 7 5 0, 0 0 0 w o ul d b e m a d e a v ail a bl e t o a b orr o w er, b ut t h e b orr o w er w o ul d ( o n m a ki n g 
t h e dr a w d o w n) b e c o m e li a bl e t o r e p a y £ 1 milli o n  a n d i nt er est o n t h at s u m. T h e b orr o w er 
w o ul d als o b e r e q uir e d t o p a y a n arr a n g e m e nt f e e of 2 %. F or t h e b orr o w er (i g n ori n g t h e 
2 % f e e) it s o bli g ati o n s t o p a y pri n ci p al a n d i nt er est w er e t h er ef or e gr oss e d u p by 3 3. 3 3 %.   

T h e G ol di n g -S H K A gr e e m e nt   

2 7 2.  O n 1 6  J ul y 2 0 1 5  Mr S e d g wi c k  s e nt a dr aft of a n a gr e e m e nt c all e d t h e “ G ol di n g -S H K 
A gr e e m e nt ” t o Mr H u m e -K e n d all  a n d Mr G ol di n g , c o p yi n g Mr T h o ms o n.  H e s ai d h e 
u n d erst o o d t h at it r efl e ct e d w h at h a d b e e n a gr e e d.  

2 7 3.  T h e  fi n ali s e d a gr e e m e nt , si g n e d i n J ul y 2 0 1 5, w as b et w e e n Mr H u m e -K e n d all , Mr 
B ar k er , Mr G ol di n g , L C C L, a n d L o n d o n Tr a di n g. Mr H u m e -K e n d all, Mr B ar k er a n d Mr 
G ol di n g si g n e d it .  

i. It st at ed  t h at Mr G ol di n g  w as  o n e of t h e o w n ers of L C C L wit h a s h ar e of 7 1. 2 5 %.  

ii. It r ef err e d t o Mr H u m e -K e n d all , Mr G ol di n g , Mr T h o ms o n a n d Mr B ar k er  as 
h a vi n g i nt er ests of 4 5 %, 4 5 %, 5 % a n d 5 %  i n L o n d o n Tr a di n g.  

iii. It d e al t wit h t h e s al e of L C C L t o L o n d o n Tr a di n g ( s e e b el o w ) a n d pr o vi d ed  t h at Mr 
T h o ms o n a n d Mr B ar k er  w o ul d e a c h h a v e a 5 % i nt er est i n L o n d o n Tr a di n g .  

i v. It als o pr o vi d e d t h at Mr T h o ms o n w o ul d  o w n t h e s h ar es i n L C F, a n d t h at L C F 
w o ul d  e nt er i nt o a n a gr e e m e nt wit h L o n d o n Tr a di n g t o b e “r es p o nsi bl e f or all 
f u n dr aisi n g f or L T D G a n d it s gr o u p of c o m p a ni es ”.  

2 7 4.  Mr T h o ms o n w as n ot a si g n at or y t o t hi s a gr e e m e nt,  b ut h e h a d  a c o p y of a n u nsi g n e d 
v ersi o n of it . H e s e nt a c o p y of it t o Mr B ar k er  o n 1 8  A pril 2 0 1 6  t o e vi d e n c e t h at h e w as 
t h e o w n er of all t h e s h ar e s i n L C F ; h e r ef err e d s p e cifi c all y t o t h e p ass a g e w hi c h pr o vi d e d 
f or t hi s, w hi c h s h o ws t h at h e r e a d it at t h e ti m e. 

T h e all e g e d b u y -o ut a gr e e m e nt  

2 7 5.  Mr T h o ms o n all e g e d i n his D ef e n c e , a n d st at e d i n his wit n ess st at e m e nt a n d or al 
e vi d e n c e , t h at t h e d a y b ef or e t h e dr aft G ol di n g -S H K a gr e e m e nt w as cir c ul at e d t o hi m , 
t w o ot h er a gr e e m e nts w er e si g n e d . T h es e w er e a m e m or a n d u m of u n d erst a n di n g ( “t h e 
M O U ”) a n d a s al e a n d p ur c h as e a gr e e m e nt ( “t h e S P A ”). T h es e ar e e a c h d o c u m e nts d at e d 
1 5 J ul y 2 0 1 5 o n t h eir f a c e.  Mr T h o ms o n c all e d t h e  t w o t o g et h er as “t h e b u y-o ut 
a gr e e m e nt ” . H e m ai nt ai n e d t hr o u g h o ut his e vi d e n c e t h at t h e y w er e g e n ui n e a n d w er e 
e x e c ut e d o n 1 5 J ul y 2 0 1 5.  

2 7 6.  I n cl osi n g, his c o u ns el s u b mitt e d t h at I s h o ul d s o fi n d. S h e ar g u e d t h at t h e y w er e of 
c e ntr al i m p ort a n c e t o t h e c as e  as t h e y e x pl ai n e d p a y m e nts m a d e t o Mr T h o ms o n d eri vi n g 
fr o m L C F’s f u n ds aft er J ul y 2 0 1 5 (s e e b el o w). Mr T h o ms o n ’s c as e is t h at t hos e p a y m e nts 
r e pr es e nt e d t h e s al e of his i nt er ests  i n v ari o us c o m p a ni es ass o ci at e d wit h Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g  a n d t h at h e h a d d o n e n ot hi n g wr o n g i n r e c ei vi n g 
t h e m. 
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2 7 7.  T h e Cl ai m a nts ar g u e d t h at t h e  t w o d o c u m e nts w er e f or g e d. T h e y c o nt e n d e d t h at t h e y 
w er e c o n c o ct e d wit h t h e assi st a n c e of Mr S e d g wi c k  aft er t h e F C A r ai d o n L C F o n 1 0 
D e c e m b er 2 0 1 8 , w h e n Mr T h o ms o n a n d t h e ot h er d ef e n d a nts r e ali s e d t h at t h e y n e e d e d 
t o e x pl ai n w h y Mr T h o ms o n h a d r e c ei v e d ar o u n d £ 5  milli o n  ulti m at el y d eri vi n g fr o m 
L C F.  

2 7 8.  E arl y i n t h e tri al , Mr T h o ms o n t o o k t h e p oi nt t h at t h e Cl ai m a nts w er e d e e m e d t o h a v e 
a d mitt e d t h e a ut h e nti cit y of t h e d o c u m e nts ( b y n ot o bj e cti n g t o t h e m aft er t h e y f e at ur e d 
i n his dis cl os ur e) a n d c o ul d n ot c h all e n g e t h eir d ati n g. Aft er h e ari n g ar g u m e nt,  I d e ci d e d 
t h at t h e Cl ai m a nts s h o ul d b e all o w e d t o wit h dr a w fr o m a n y d e e m e d a d mi ssi o n a n d w er e 
e ntitl e d t o c h all e n g e t h e a ut h e nti cit y of t h e d o c u m e nts. T h at d e cisi o n w as n ot a p p e al e d.  

2 7 9.  I n cl osi n g ar g u m e nts , c o u ns el f or Mr T h o ms o n s u b mitt e d t h at , si n c e t h e Cl ai m a nts h a d 
n ot pl e a d e d t h at t h e d o c u m e nts w er e l at er f a bri c ati o ns , t h e y c o ul d n ot all e g e t hi s as p art 
of t h eir c as e t h at t h er e h a d b e e n fr a u d ul e nt tr a di n g or a br e a c h of d ut y b y Mr T h o ms o n.  
I a m u n a bl e t o a c c e pt t h at s u b missi o n . Mr T h o ms o n  h as p ositi v el y ass ert e d t h e 
a ut h e nti cit y of t h e t w o d o c u m e nts a n d h as s o u g ht t o j ustif y his r e c ei pt of £ 5 milli o n  b y 
r ef er e n c e t o t h e m. As his c o u ns el s ai d, t h e y ar e of c e ntr al i m p ort a n c e t o his D ef e n c e. T h e 
Cl ai m a nts’ c as e is t h at t h e  d o c u m e nts  w er e l at er f a bri c ati o ns, s o t h at t h e y c a n n ot b e r eli e d 
o n t o j ustif y t h e p a y m e nt s. T h eir p ositi v e c as e is t h at t h e p a y m e nts t o Mr T h o ms o n w er e 
mi s a p pr o pri ati o ns  fr o m L C F. O n c e I h a d r ul e d t h at t h e Cl ai m a nts w er e all o w e d t o 
c h all e n g e t h e a ut h e nti cit y of t h e d o c u m e nts , it w as o p e n t o t h em t o s e e k a fi n di n g t h at 
t h e y w er e f or g e d a n d r e b ut t hi s el e m e nt of t h e D ef e n c e.  

2 8 0.  M or e o v er,  t he  p oi nt g o es t o Mr T h o ms o n ’s cr e di bilit y.  

2 8 1.  T h e  first of t h e t w o d o c u m e nts is t h e M O U.  

i. T h e v ersi o n r eli e d o n b y Mr T h o ms o n is d at e d 1 5 J ul y 2 0 1 5. Mr T h o ms o n, Mr 
H u m e -K e n d all a n d Mr B ar k er si g n e d  it.  

ii. Cl a us e 1 st at e d t h at it w as i nt e n d e d t o s et o ut t h e b asis o n w hi c h Mr T h o ms o n,  Mr 
H u m e -K e n d all , a n d Mr B ar k er  “s h all o p er at e t h eir b usi n ess a cti viti es i n t h e f ut ur e ” . 

iii. Cl a us e 2 s t at e d t h at t h e p arti es h a d hit h ert o i n v est e d t o g et h er i n ot h er m att ers a n d 
t h at Mr T h o ms o n h a d a gr e e d t o wit h dr a w fr o m t h os e b usi n ess a cti viti es i n 
c o nsi d er ati o n of t h e f oll o wi n g.  

i v. Cl a us e 3 st at e d  t h at it w as a gr e e d t h at Mr T h o m s o n s h o ul d c o nti n u e t o o w n a n d 
d e v el o p his s e p ar at e b usi n ess, L C F, wit h o ut a n y i n v ol v e m e nt or i nt er est o n t h e p art 
of Mr H u m e -K e n d all  or Mr B ar k er  a n d t h at “ [ h]e will m a n a g e a n d r u n t h e b usi n ess 
i n a c c or d a n c e wit h all l a ws a n d a p pli c a bl e r e g ul ati o ns ”.  

v.  Cl a us e 4 st at e d t h at “I n all ot h er m att ers [Mr T h o ms o n ] s h all c o nti n u e t o h a v e a n 
i nt er est of 5 % i n all b usi n ess es i n w hi c h [ Mr B ar k er ] a n d [Mr H u m e -K e n d all ] s h all 
j oi ntl y i n v est. H o w e v er [Mr T h o ms o n ] s h all n ot t a k e a n y a cti v e or p assi v e r ol e i n 
t h e b usi n ess es t h at [Mr B ar k er ] a n d [Mr H u m e -K e n d all ] s h all i n v est i n ot h er t h a n 
as a mi n orit y s h ar e h ol d er a n d s h all at all ti m es v ot e his s h ar e h ol di n g i n a c c or d a n c e 
wit h t h e dir e cti o ns of [Mr B ar k er ] a n d [Mr H u m e -K e n d all ] a n d if t h eir i nstr u cti o ns 
diff er t h e n h e s h all a bst ai n fr o m v oti n g. [ Mr T h o m s o n ] will a c c e pt all d e cisi o ns b y 
[Mr B ar k er ] a n d [Mr H u m e -K e n d all ] as t o t h e p ur c h as e a n d s al e of b usi n ess es, 
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i n v est m e nt a n d m a n a g e m e nt d e cisi o ns. [Mr B ar k er ] a n d [Mr H u m e -K e n d all ] s h all 
c o n d u ct t h eir o n g oi n g b usi n ess es i n a c c or d a n c e wit h all l a ws a n d a p pli c a bl e 
r e g ul ati o ns ”. 

vi.  Cl a us e 5 s ai d t h at t h e p arti es “s h all e a c h o p er at e t h eir s e p ar at e b usi n ess es at ar ms’ 
l e n gt h ”. 

2 8 2.  T h e s e c o n d d o c u m e nt is t h e S P A als o d at e d 1 5 J ul y 2 0 1 5 o n it s f a c e.  

i. It is b et w e e n Mr T h o ms o n ( as “ S ell er ”), a n d Mr H u m e -K e n d all  a n d Mr B ar k er  ( as 
“ B u y er ”) . T h e r e cit als st at ed , ( A) t h at Mr T h o ms o n h a d w or k e d wit h Mr H u m e -
K e n d all  a n d Mr B ar k er  t o d e v el o p “t h e C o m p a ni es ” b ut t h e p arti es h a d a gr e e d t o 
s e p ar at e t h e C o m p a ni es fr o m t h e n e w b usi n ess of Mr T h o ms o n “i n a c q uiri n g a n d 
d e v el o pi n g … L C F ” ; a n d ( B) t o e n a bl e t h e s e p ar ati o n of t h e C o m p a ni es fr o m LC F  
Mr T h o ms o n h a d a gr e e d t o s e ll a n d Mr H u m e -K e n d all  a n d Mr B ar k er  h a d a gr e e d 
t o b u y “t h e S al e S h ar es ” u n d er t h e a gr e e m e nt.  

ii. T h e C o m p a ni es w er e t h o s e li st e d i n t h e s c h e d ul e t o t h e S P A “t o g et h er wit h s u c h 
c o m p a ni es a n d b usi n ess e s est a blis h e d b y t h e B u y ers j oi ntl y as p art of t h eir “J oi nt 
E n d e a v o ur ” .  

iii. T h e J oi nt E n d e a v o ur w a s d efi n e d as t h e i nt e nti o n of t h e B u y ers t o cr e at e a gr o u p 
of c o m p a ni es t o d e v el o p  t h e e xisti n g b usi n ess a n d t o a d d t o t h e gr o u p s u c h f urt h er 
c o m p a ni es i n t h e fi el ds of oil a n d g as e x pl or ati o n a n d s al es, artifi ci al i nt elli g e n c e, 
a n d ot h er I T fi el ds as t h e y d e e m a p pr o pri at e.  

i v. T h e S al e S h ar es w er e s h ar es r e pr es e nti n g fi v e p er c e nt i n v al u e of t h e s h ar e s i n t h e 
C o m p a ni es w hi c h w er e h el d b y t h e B u y ers o n tr ust f or t h e S ell er .  

v.  T h e P ur c h as e Pri c e w as t o b e 5 % of t h e v al u e of e a c h of t h e C o m p a ni es t h at w as 
r e ali s e d d uri n g t h e p eri o d of fi v e y e ars fr o m t h e d at e o f t h e a gr e e m e nt u p a 
m a xi m u m of £ 5  milli o n  w hi c h w o ul d b e p ai d b y t h e B u y ers t o t h e S ell er.  

vi.  Mr T h o ms o n a gr e e d t h at his si g n at ur e w o ul d c o nstit ut e his r esi g n ati o n as dir e ct or 
or s e cr et ar y fr o m t h e C o m p a ni es o n t h e d at e t h er e of . C o m pl eti o n of e a c h s al e w as 
t o t a k e pl a c e o n t h e d at es w h e n t h e B u y ers r ais e d v al u e o n t h e dis p os al of t h e S al e 
S h ar es.   

vii.  Mr T h o ms o n c o v e n a nt e d t h at h e w o ul d r u n his b usi n ess , L C F , i n d e p e n d e ntl y of 
t h e b usi n ess of t h e C o m p a ni es a n d w o ul d n ot i nt erf er e wit h t h e B u y ers’ 
m a n a g e m e nt  of  t h e C o m p a ni es a n d w o ul d a c c e pt all of t h eir d e cisi o ns a b o ut t h e 
s al e of t h e S al e S h ar es.  

viii.  T h e B u y ers c o v e n a nt e d  t h at t h e y w o ul d o p er at e t h e C o m p a ni es i n d e p e n d e ntl y of 
t h e b usi n ess of L C F a n d w o ul d n ot i nt erf er e wit h Mr T h o ms o n ’s o w n ers hi p a n d 
m a n a g e m e nt t h er e of.  T h er e w as a n e ntir e a gr e e m e nt cl a us e s a yi n g t h at it 
c o nstit ut e d t h e e ntir e a gr e e m e nt b et w e e n t h e p arti es a n d s u p ers e d e d all ot h er 
a gr e e m e nts. It w as als o a gr e e d t h at a n y v ari ati o n w o ul d h a v e t o b e i n writi n g a n d 
si g n e d b y t h e p arti es .  
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2 8 3.  T h e Cl ai m a nts att a c k e d t h e a ut h e nti cit y of t h es e d o c u m e nts o n  n u m er o us gr o u n ds.  Mr 
T h o ms o n m ai nt ai n e d i n his writt e n a n d or al e vi d e n c e t h at t h e y w er e e nt er e d i nt o o n 1 5 
J ul y 2 0 1 5.  

2 8 4.  I fi n d t h at t h e d o c u m e nts w er e f a bri c at e d aft er t h e F C A r ai d o n L C F i n D e c e m b er 2 0 1 8. 
M y r e as o ns f oll o w . 

2 8 5.  First , t h er e is r el e v a nt e vi d e n c e a b o ut t h e  dr afti n g hist or y of t h e M O U.   

i. T h e F C A r ai d w as o n 1 0 D e c e m b er 2 0 1 8 . T h e F C A dir e ctl y as k e d Mr T h o ms o n 
w h et h er h e h a d r e c ei v e d a n y fi n a n ci al b e n efit fr o m t h e b orr o w ers. H e s ai d t h at h e 
h a d n o t. 

ii. T h e first dis cl os e d v ersi o n of w h at b e c a m e t h e M O U is fr o m Mr S e d g wi c k ’s 
c o m p ut er. It w as a W or d d o c u m e nt wit h m et a d at a s h o wi n g 1 1 D e c e m b er 2 0 1 8 (t h e 
d a y aft er t h e r ai d) as t h e d at e of cr e ati o n. It h a d f o ur cl a us es r at h er t h a n t h e fi v e i n 
t h e fi n al v ersi o n. U nli k e t h e fi n al v ersi o n  it s et o ut t h e p arti es’ s h ar es as Mr B ar k er : 
5 0 %, Mr H u m e -K e n d all : 4 5 % a n d Mr T h o ms o n : 5 %. It s ai d t h at Mr T h o ms o n 
w o ul d n ot t a k e a n y a cti v e r ol e i n t h e b usi n ess es of t h e ot h er p arti es.  

iii. Mr T h o ms o n w as u n a bl e t o a c c o u nt f or t h e m et a d at a s h o wi n g t h e first dr aft of t h e 
d o c u m e nt b ei n g cr e at e d o n 1 1 D e c e m b er 2 0 1 8. His c o u ns el s u b mitt e d t h at it w as 
p ossi bl e t h at t h e a gr e e m e nt w as n ot a v ail a bl e t o Mr S e d g wi c k  at t h at d at e a n d t h at 
h e w as s e e ki n g t o r e cr e at e a n e arli er v ersi o n . T h at s u b missi o n is f a n cif ul. It is 
i n c o n c ei v a bl e t h at Mr S e d g wi c k  c o ul d h a v e tri e d t o r e cr e at e t h e d o c u m e nt (fr o m 3 
y e ars e arli er) wit h o ut h a vi n g it b ef or e hi m.  B ut if h e h a d t h e si g n e d v ersi o n,  h e 
w o ul d h a v e c o pi e d t h at , rat h er t h a n cr e at i n g a l ess c o m pl et e o n e.  

i v. I n a n y c as e, t h er e w as  n o e x pl a n ati o n f or w h y Mr S e d g wi c k  s h o ul d h a v e n e e d e d t o 
cr e at e a n ot h er W or d v ersi o n (i n d e e d a diff er e nt W or d v ersi o n) i n D e c e m b er 2 0 1 8.  

2 8 6.  M or e o v er,  t h er e w as a cl e ar i n c e nti v e f or cr e ati n g t h e M O U –  it ar os e fr o m t h e n e e d t o 
j ustif y t h e p a y m e nts t h at Mr T h o ms o n h a d r e c ei v e d fr o m L C F.  

2 8 7.  T h e e arli est v ersi o n of t h e si g n e d M O U (i. e. t h e o n e d at e d 1 5 J ul y 2 0 1 5) i n a n y of t h e 
dis cl os ur e h as m et a d at a of 1 9 F e br u ar y 2 0 1 9. T hi s is a P D F r at h er t h a n a W or d v ersi o n , 
s o t h e e arli est d at e of it s cr e ati o n is n ot k n o w n. B ut n o w h er e i n t h e dis cl os ur e of a n y of 
t h e D ef e n d a nts is t h er e a v ersi o n of t h e 1 1 J ul y 2 0 1 5 d o c u m e nt wit h a n y m et a d at a b ef or e 
1 9 F e br u ar y 2 0 1 9. I c o n cl u d e t h at t his v ersi o n w as cr e at e d o n or a b o ut t hi s d at e.  

2 8 8.  T his v ersi o n w as s e nt t o t h e a d mi nistr at ors o n 1 9 F e br u ar y 2 0 1 9.  

2 8 9.  I a m s ati sfi e d t h at t h e W or d v ersi o n wit h m et a d at a  d at e d 1 1 D e c e m b er 2 0 1 8 w as a first 
dr aft of w h at w as t h e n c h a n g e d , si g n e d , b a c k d at e d t o 1 5 J ul y 2 0 1 5 , a n d s e nt t o t h e 
a d mi nistr at ors . 

2 9 0.  S e c o n d , t h e e arli est v ersi o n of t h e S P A i n t h e p arti es’ dis cl os ur e is a s c a n n e d P D F  cr e at e d 
o n 5 F e br u ar y 2 0 1 9. It w as si g n e d b y Mr T h o ms o n,  Mr H u m e -K e n d all  a n d Mr B ar k er  
b ut d at e d , i n m a n us cri pt, 1 0 A u g ust 2 0 1 5 (r at h er t h a n 1 5 J ul y 2 0 1 5 ).  
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2 9 1.  Mr T h o ms o n w as u n a bl e t o e x pl ai n i n e vi d e n c e w h y, if t h er e w as a g e n ui n e a gr e e m e nt 
si g n e d o n 1 5 J ul y 2 0 1 5, t h e p arti es s h o ul d h a v e si g n e d a f urt h er v ersi o n of t h e s a m e 
a gr e e m e nt 1 0 A u g ust 2 0 1 5. It i s h ar d t o t hi n k of a r e ali sti c e x pl a n ati o n.  

2 9 2.  T h e r e ar e i n f a ct e m ails d ati n g fr o m 2 0 1 9 w hi c h e x pl ai n t h e t w o v ersi o ns. T h es e  s h o w 
t h at t h e v ersi o n wit h t h e 1 0 A u g ust 2 0 1 5 d at e w as i n f a ct si g n e d  o n a b o ut 5 F e br u ar y 
2 0 1 9 , b ut t h at it w as t h e n d e ci d e d t h at it w o ul d b e b ett er t o r e pl a c e it wit h a n o t he r o n e, 
d at e d 1 5 J ul y  2 0 1 5 . O n 1 2 F e br u ar y 2 0 1 9 Mr S a y ers s e nt a n e m ail t o Mr S e d g wi c k , Mr 
H u m e -K e n d all  a n d Mr B ar k er  s a yi n g t h at t o pr o gr ess his w or k h e n e e d e d t h e f oll o wi n g  
“ a gr e e m e nt wit h [ Mr T h o ms o n ] o n his e q uit y c. J ul y 1 5 ( R o b ert [s c. Mr S e d g wi c k ]) ”. 
T his s h o ws t h at it w as d e ci d e d t h at t h e e xisti n g si g n e d v ersi o n d at e d 1 0 A u g ust 2 0 1 5 w as 
c o nsi d er e d t o b e d at e d t o o l at e a n d t h at t h e y n e e d e d a n e arli er d at e d o n e.  Mr S e d g wi c k  
w as gi v e n t h e t as k  of pr o d u ci n g it . T h er e is t h e n a P D F s h o wi n g t h e 1 5 J ul y 2 0 1 5 v ersi o n 
b ei n g s c a n n e d o n 1 2 F e br u ar y 2 0 1 9.  

2 9 3.  T hir d , it is v er y u nli k el y t h at t h e t w o a gr e e m e nts w o ul d h a v e b e e n si g n e d o n t h e s a m e 
d at e. T h e M O U pr o vi d es f or Mr T h o ms o n t o b e a c o nti n ui n g mi n orit y s h ar e h ol d er as t o 
5 %. T h e S P A b y c o ntr ast pr o vi d es f or t h e s al e of his i nt er est t o Mr H u m e -K e n d all  a n d 
Mr B ar k er  f or a pri c e of u p t o £ 5 milli o n . T h e pri n ci pl e s u n d erl yi n g t h e d o c u m e nts diff er  
a n d t h e y d o n ot fit t o g et h er . 

2 9 4.  M or e o v er,  t h e all e g e d S P A c o nt ai n e d  a n e ntir e a gr e e m e nt cl a us e w hi c h s ai d it s u p ers e d e d 
all ot h er a gr e e m e nts.  

2 9 5.  Mr T h o ms o n c o ul d n ot e x pl ai n w h y t h er e w er e t w o a gr e e m e nts b et w e e n t h e s a m e p arti es 
o n t h e s a m e d at e r at h er t h a n o n e .  

2 9 6.  F o urt h , if t h e a gre e m e nt s h a d b e e n e nt er e d i nt o i n J ul y 2 0 1 5 , it is pr o b a bl e t h at t h er e 
w o ul d h a v e b e e n dr afts cir c ul at e d t o t h e p arti es , a n d s o m e e vi d e n c e of n e g oti ati o ns of 
t h e pri c e t o b e p ai d t o Mr T h o ms o n.  W h er e ot h er a gr e e m e nts w er e e nt er e d i nt o, t h e y 
w er e g e n er all y dr aft e d b y Mr S e d g wi c k , w h o s e nt t h e m o ut i n dr aft b y e m ail t o t h e p arti es  
a n d s o u g ht c o m m e nts . Mr T h o ms o n, Mr H u m e -K e n d all a n d Mr B ar k er p ur p ort e dl y 
e nt er e d t h e M O U a n d S P A . All of t h e m, a n d Mr S e d g wi c k , h a v e gi v e n dis cl os ur e. T h er e 
is n o tr a c e of a n y dr afts or of a n y n e g oti ati o ns i n t h e p eri od b ef or e 1 5 J ul y 2 0 1 5 . 

2 9 7.  Fift h , t h e li st of C o m p a ni es i n t h e s c h e d ul e t o t h e S P A d o es n ot fit i n all r es p e cts wit h 
t h e 1 5 J ul y 2 0 1 5 d ati n g: 

i. O n 1 5 J ul y 2 0 1 5 Mr H u m e -K e n d all  a n d Mr B ar k er  di d n ot h ol d a n y s h ar es i n L C C L 
o n tr ust f or Mr T h o ms o n.  I n f a ct, Mr T h o ms o n a n d Mrs H u m e -K e n d all  h el d t h e m 
o n tr ust f or Mr G ol di n g , Mr a n d/ or Mrs H u m e -K e n d all, a n d Mr T h o ms o n . 

ii. T h e li st i n cl u d es L o n d o n Oil & G as Lt d, w hi c h w as still o w n e d b y t h e B oss h ar d 
f a mil y. 

iii. T h e r e gist er e d offi c e of t h at c o m p a n y w as gi v e n as W elli n gt o n G at e, b ut t h at 
c h a n g e di d n ot h a p p e n u ntil 4 A u g ust 2 0 1 5 .  

i v. T h es e w o ul d n ot h a v e b e e n err ors b y 1 0 A u g ust 2 0 1 5 (t h e d at e of t h e first si g n e d 
v ersi o n of t h e S P A) . I fi n d t h at Mr S e d g wi c k  o v erl o o k e d t h e m w h e n pr o d u ci n g t h e 
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r e-d at e d 1 5 J ul y  2 0 1 5  o n e.  H e w as r es p o nsi bl e f or t h e b a c k d ati n g b ut sli p p e d u p  
w h e n pr o d u ci n g t h e v ersi o n d at e d 1 5 J ul y 2 0 1 5 . 

2 9 8.  Si x t h, t h er e w as a tr ust d e e d d at e d 2 8 A u g ust 2 0 1 5 w hi c h pr o vi d e d t h at Mr T h o ms o n w as 
t o h a v e a b e n efi ci al i nt er est i n L o n d o n Oil a n d G as Lt d (i. e. t h e c o m p a n y b o u g ht fr o m 
t h e B ossh ar ds). T his i s n ot c o nsist e nt wit h t h e i d e a t h at h e h a d s ol d his i nt er ests b y t h e n. 
Mr T h o ms o n  w as u n a bl e t o off er a n y e x pl a n ati o n of t his .  

2 9 9.  S e v e nt h , at t h e e n d of S e pt e m b er 2 0 1 5 t h e s h ar e s i n t h e c o m p a n y t h e n c all e d L o n d o n 
Gr o u p Li mit e d , pr e vi o usl y h el d b y I nt er n ati o n al R e sorts P art n ers hi p L L P , w er e 
r e gist er e d i n t h e n a m es of Mr B ar k er  ( as t o 4 5 % f or Mr G ol di n g a n d 5 %  p ers o n all y ), Mr 
H u m e -K e n d all  ( 4 5 %) a n d Mr T h o ms o n ( 5 %). T his h ol di n g c o nti n u e d u ntil M ar c h 2 0 1 7 , 
w h e n all t h e s h ar es i n t h at c o m p a n y w er e tr a nsf err e d t o L o n d o n Gr o u p L L P.  

3 0 0.  Mr T h o ms o n w as u n a bl e t o e x pl ai n w h y t h e s h ar es w er e p ut i nt o his n a m e l e g all y i n t hi s 
w a y if t h e y h a d alr e a d y b e e n s ol d t o Mr H u m e -K e n d all  a n d Mr B ar k er  a n d h e r et ai n e d 
o nl y a n i nt er est i n t h e pr o c e e ds u n d er t h e all e g e d b u y -o ut a gr e e m e nt.  

3 0 1.  Mr T h o ms o n ulti m at el y s ai d t h at h e di d n ot k n o w t h at t h e s h ar es h a d b e e n p ut i nt o his 
n a m e. I r ej e ct t hi s e vi d e n c e. Mr S e d g wi c k  s e nt hi m a n e m ail o n 2 S e pt e m b er 2 0 1 5 w hi c h 
e x pl ai n e d w h at w as h a p p e ni n g i. e. t h at t h e s h ar es w er e g oi n g t o b e tr a nsf err e d b y  I R P t o 
t h e f o ur i n di vi d u als i n a c c or d a n c e wit h t h e a gr e e d di vi si o n. H e als o att a c h e d a di a gr a m 
s h o wi n g t h e gr o u p str u ct ur e. I fi n d t h at h e k n e w t h at t h e s h ar es w er e tr a nsf err e d t o hi m 
l e g all y a n d t h at t hi s a c c or d e d wit h his t h e n u n d erst a n di n g t h at h e w as a 5 % s h ar e h ol d er 
i n t h e L o n d o n Gr o u p of c o m p a ni es .  

3 0 2.  H a d t h e b u y -o ut a gr e e m e nt e xist e d , t h e s h ar es w o ul d n ot h a v e b e e n p ut i nt o his n a m e 
l e g all y; t h e y w o ul d pr es u m a bl y h a v e b e e n h el d u n d er s o m e ki n d of tr ust arr a n g e m e nt 
p e n di n g a dis p os al.  

3 0 3.  M or e o v er , o n Mr T h o ms o n ’s c as e, Mr S e d g wi c k  w as r es p o nsi bl e f or pr e p ar i n g t h e 
all e g e d S P A  of 1 5 J ul y 2 0 1 5 . If t h e b u y-o ut a gr e e m e nt h a d e xist e d, Mr S e d g wi c k , w h o 
w as i n c h ar g e of t h e d esi g ni n g t h e r estr u ct uri n g i n S e pt e m b er 2 0 1 5, w o ul d h a v e 
u n d erst o o d  t h at t h e l e g al titl e t o t h e L o n d o n Gr o u p Li mit e d s h ar es s h o ul d b e p ut i nt o t h e 
n a m es of Mr H u m e -K e n d all  a n d Mr B ar k er . H e w as f a mili ar wit h t h e us e of s u c h tr ust 
arr a n g e m e nts . I n d e e d, Mr G ol di n g ’s s h ar es w er e p ut i nt o t h e n a m e of Mr B ar k er . 

3 0 4.  Ei g ht h , t h e G ol di n g-S H K A gr e e m e nt ( of J ul y 2 0 1 5) pr o vi d e d t h at Mr T h o ms o n w as 
e ntitl e d t o fi v e p er c e nt of t h e s h ar es i n L o n d o n Tr a di n g, d es pit e t h at c o m p a n y b ei n g 
li st e d i n t h e s c h e d ul e t o t h e all e g e d S P A  as a s h ar e w hi c h h e h a d s ol d . T h e G ol di n g -S H K 
A gr e e m e nt s ai d t h at Mr T h o ms o n w o ul d b e e ntitl e d t o a 5 % n o n -v oti n g s h ar e h ol di n g i n 
L o n d o n Tr a di n g. It di d n ot s a y t h at t h es e w o ul d b e h el d f or hi m o n tr ust. T his is t h er ef or e 
i n c o nsist e nt wit h t h e S P A. 

3 0 5.  Ni nt h , t h e L a k e vi e w S P A (s e e f urt h er b el o w ), w hi c h w as b ei n g dr aft e d d uri n g J ul y 2 0 1 5  
a n d  e x e c ut e d o n 2 7  J ul y 2 0 1 5 , pr o vi d e d f or Mr T h o ms o n t o s ell his 5 % b e n efi ci al i nt er est 
i n L C C L t o L o n d o n Tr a di n g. T his is i n c o nsist e nt wit h t h e all e g e d S P A, b y w hi c h ( o n his 
c as e) h e h a d alr e a d y s ol d t h e s h ar es t o Mr H u m e -K e n d all  a n d Mr B ar k er . N o b o d y r ais e d 
t hi s as a n a n o m al y  at t h e ti m e.  Mr S e d g wi c k  w o ul d h a v e d o n e h a d t h e S P A e xist e d.  
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3 0 6.  T e n t h, t h e S P A pr o vi d e d f or t h e r esi g n ati o n of Mr T h o ms o n as a dir e ct or of t h e L o n d o n 
Gr o u p c o m p a ni es.  T h e c o nt e m p or a n e o us d o c u m e nts s h o w t h at h e r esi g n e d as a dir e ct or 
of a n u m b er of t h e c o m p a ni es at t h e e n d of J u n e  2 0 1 5 .  

3 0 7.  El e v e nt h , as alr e a d y e x pl ai n e d, o n  1 8  A pril 2 0 1 6  Mr T h o ms o n s e nt a c o p y of t h e 
G ol di n g -S H K A gr e e m e nt t o Mr B ar k er  as e vi d e n c e t h at h e w as t h e o w n er of all  t h e s h ar es 
i n L C F; a n d r ef err e d t o t h e s p e cifi c p a rt of t h e a gr e e m e nt w hi c h eff e ct e d t his (s h o wi n g 
t h at h e h a d r e a d it). H a d t h e M O U or S P A e xist e d, h e w o ul d h a v e s e nt  t h e m t o Mr B ar k er , 
r at h er t h a n a dr aft  a gr e e m e nt - t o w hi c h h e w as n ot a p art y. Mr T h o ms o n c o ul d n ot 
e x pl ai n t hi s i n or al e vi d e n c e.   

3 0 8.  T w elf t h, as e x pl ai n e d b el o w, l at er i n t h e hist or y, Mr T h o ms o n st art e d t o r e c ei v e 7. 5 % of 
t h e pr o c e e ds of s al es or r e ali s ati o n of L o n d o n Gr o u p c o m p a ni es. T his w a s 5 0 % m or e 
t h a n t h e 5 % p a y a bl e u n d er t h e  all e g e d J ul y 2 0 1 5 S P A. Mr T h o ms o n g a v e e vi d e n c e t h at 
w hil e h e w as a w ar e of t hi s i n cr e as e d s h ar e,  h e p ai d it littl e att e nti o n b e c a us e t h e t ot al h e 
c o ul d r e c ei v e w as c a p p e d at £ 5  milli o n  a n d it w as a m att er f or Mr H u m e -K e n d all  a n d Mr 
B ar k er  if t h e y c h os e t o p a y hi m m or e t h a n 5 % - it w o ul d m er el y o p er at e t o a c c eler at e 
s o m e of t h e r e c ei pt s. I a m u n a bl e t o a c c e pt t h at e vi d e n c e, w hi c h m a k es n o c o m m er ci al 
s e ns e. T h e S P A c o nt ai n e d n ot j ust t h e £ 5  milli o n  c a p b ut als o a fi v e -y e ar ti m e li mit. It 
w o ul d h a v e b e e n u n c o m m er ci al f or Mr H u m e -K e n d all  a n d Mr B ar k er  t o a c c el er at e 
p a y m e nts  b y p a yi n g 5 0 % m or e t h a n h a d b e e n a gr e e d: it w as al w a ys p ossi bl e t h at t h e ti m e 
li mit w o ul d e x pir e b ef or e t h e £ 5  milli o n  w as r e a c h e d.  

3 0 9.  T hirt e e n t h, i n a m ort g a g e a p pli c ati o n i n M a y 2 0 1 7, Mr T h o ms o n st at e d t h at h e st o o d t o 
m a k e t e ns of milli o ns of p o u n ds fr o m his i nt er est i n t h e c o m p a ni es. H e w o ul d n ot h a v e 
b e e n a bl e t o s a y t h at ( at l e ast wit h o ut l yi n g) h a d h e alr e a d y s ol d his s h ar es f or a m a xi m u m 
of £ 5  milli o n . It is m or e li k el y t h at t h e r e as o n h e di d n ot r ef er t o t h e S P A is t h at it di d n ot 
e xist.  

3 1 0.  F o ur t e e nt h, Mr T h o ms o n di d n ot dis cl os e t h e e xist e n c e of t h e S P A i n his t a x r et ur ns. H e 
di d , h o w e v er , r ef er t o t h e L a k e vi e w S P A. Mr T h o ms o n g a v e or al e vi d e n c e t h at h e h a d 
gi v e n all t h e r el e v a nt m at eri als t o his a c c o u nt a nts a n d t h at h e tr ust e d t h e m t o pr o d u c e his 
t a x r et ur ns. H e s u g g est e d t h at h e di d n ot r e a d t h e m b ef or e si g ni n g t h e m - a n d t h at t h e y 
w er e si m pl y pr es e nt e d t o hi m f or si g n at ur e at  a m e eti n g. I d o n ot a c c e pt t h at  e vi d e n c e . 
T h e e m ails s h o w t h at h is a c c o u nt a nts s e nt hi m t h e c o m pl et e d t a x r et ur n s for si g ni n g 
b ef or e t h e m e eti n g. It is m or e li k el y t h at h e di d n ot r ef er t o t h e S P A b e c a us e it di d n ot 
e xist .  

3 1 1.  F ifte e nt h , t h er e is t h e c o m pl et e a bs e n c e of a n y r ef er e n c e t o t h e S P A or t h e M O U i n a n y 
d o c u m e nts b ef or e l at e 2 0 1 8 a n d e arl y 2 0 1 9.  Mr T h o ms o n r eli e d at t h e tri al o n a n e m ail 
of 2 5 J a n u ar y 2 0 1 6  r e c or di n g w h at h e t ol d Ms V e n n at a m e eti n g t h at d a y. T h e r el e v a nt 
p ass a g es ar e q u ot e d i n p ar a [ 3 3 3 ] b el o w. T h e e m ail r e c or d e d hi m as s a yi n g t h at t h at as 
of a f e w m o nt hs a g o h e b e c a m e t h e s ol e o w n er of L C F. H e s ai d t h at t hi s w a s a r ef er e n c e 
t o t h e J ul y 2 0 1 5 S P A. B ut w h at h e t ol d Ms V e n n i s e ntir el y c o nsist e nt wit h t h e G ol di n g -
S H K A gr e e m e nt, w hi c h st at e d t h at h e w as t h e o w n er of L C F. T h is is als o c o nsist e nt wit h 
t h e f a ct t h at o n 1 8  A pril 2 0 1 6 , h e s e nt a c o p y of t h e G ol di n g -S H K A gr e e m e nt t o Mr 
B ar k er  t o e vi d e n c e t h at h e w as t h e o w n er of all t h e s h ar es i n L C F (s e e p ar a [ 3 0 7 ] a b o v e). 
I fi n d t h at i n his dis c ussi o ns wit h Ms V e n n h e w as r ef erri n g t o t h at a gr e e m e nt a n d n ot 
t h e all e g e d S P A.  
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3 1 2.  Si x t e e nt h, o n e of t h e t er ms of t h e M O U a n d S P A w as t h at Mr T h o ms o n w o ul d m a n a g e 
L C F wit h o ut t h e i n v ol v e m e nt of Mr H u m e -K e n d all  or Mr B ar k er . Alt h o u g h Mr G ol di n g  
w as n ot m e nti o n e d, g e n er all y a r ef er e n c e t o Mr B ar k er  i n a n y of t h e a gr e e m e nts b et w e e n 
t h e p arti es w as ( p artl y) as a pr o x y f or Mr G ol di n g . As e x pl ai n e d b el o w, Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g  c o nti n u e d t o b e i n v ol v e d i n t h e m a n a g e m e nt of L C F 
aft er 1 5 J ul y 2 0 1 5. F or t h e r e as o ns s et o ut b el o w I r ej e ct Mr T h o ms o n ’s e vi d e n c e t h at Mr 
G ol di n g  w as  i n v ol v e d o nl y as a n a d vise r or m e nt or . 

3 1 3.  S e v e nt e e nt h , t h er e is a n e ntr y i n a c o nfli ct -of -i nt er est r e gist er m ai nt ai n e d b y L C F. T h er e 
ar e t w o r el e v a nt e ntri es :  

i. A n e ntr y d at e d 2 6 S e pt e m b er 2 0 1 6 r ef er r e d t o Mr T h o ms o n as a s h ar e h ol d er i n t h e 
L o n d o n Gr o u p pl c, d es cri b e d as “ c o n n e ct e d t o ” m a n y of t h e b orr o w ers of L C F. 
T his e ntr y  is m or e c o nsist e nt wit h t h e G ol di n g-S H K A gr e e m e nt t h a n wit h t h e 
all e g e d b u y -o ut a gr e e m e nt.  

ii. A n e ntr y d at e d 1 J u n e 2 0 1 8  s ai d  t h at “[ c ]li e nt c o m p a ni es t h at h e w as c o n n e ct e d t o 
pr e vi o usl y as s h ar e h ol d er a n d/ or dir e ct or a n d tr a nsf err e d /s ol d his i nt er est i n h as 
st art e d t o p a y f or his i nt er ests tr a nsf err e d/s ol d ” . Mr T h o ms o n’s c o u ns el s u b mitt e d 
t h at t hi s w as a r ef er e n c e t o t h e 2 0 1 5 b u y-o ut a gr e e m e nt. It is, h o w e v er , als o 
c o nsist e nt wit h t h e arr a n g e m e nts u n d er t h e G ol di n g-S H K A gr e e m e nt, i. e. t h at Mr 
T h o ms o n h a d r e m ai n e d a b e n efi ci al s h ar e h ol d er i n t h e L o n d o n Gr o u p c o m p a ni es 
u ntil h e a gr e e d f or s u c h i nt er ests w er e s ol d or tr a nsf err e d u n d er t h e v ari o us S P A 
tr a ns a cti o ns r ef err e d t o i n d et ail b el o w. T his e ntr y d o es n ot t h er ef or e p oi nt eit h er 
w a y . 

3 1 4.  As e x pl ai n e d a b o v e, Mr T h o ms o n pl a c e d t h e all e g e d “ b u y o ut a gr e e m e nt ”  at t h e c e ntr e 
of his d ef e n c e. H e r e p e at e dl y r eli e d o n it d uri n g his or al e vi d e n c e. H e s ai d t h at h e t h o u g ht 
t h at t h e a m o u nt s h e w as r e c ei vi n g u n d er t h e v ari o u s i m p u g n e d S P A a gr e e m e nts w er e t h e 
pri c e u n d er t h e b u y o ut  a gr e e m e nt a n d t h at h e w a s u n a w ar e t h at p a y m e nts w er e b ei n g 
m a d e t o Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  at t h e s a m e ti m e a n d t h er ef or e 
di d n ot r e ali s e t h at t h e y w er e als o “ c as hi n g o ut ” (i. e. t h at m o n e y w as g oi n g i nt o t h eir  
h a n ds r at h er t h a n r e m ai ni n g i n t h e b orr o wi n g c o m p a ni es).  

3 1 5.  H e m ai nt ai n e d t hi s p ositi o n t hr o u g h o ut his e vi d e n c e. W h e n as k e d a b o ut t h e s e c o n d 
v ersi o n of t h e S P A , h e cl ai m e d t h at o n 1 2 F e br u ar y 2 0 1 9 h e w as st a n di n g o n t h e e d g e of 
a cliff at B e a c h y H e a d. T h e i m pli c ati o n w as t h at h e w as c o nt e m pl ati n g s ui ci d e. B ut t h e 
m et a d at a of t h e v ersi o n of t h e S P A fr o m his o w n dis cl os ur e w as s c a n n e d o n 1 2 F e br u ar y 
2 0 1 9 , w hi c h s h o ws t h at h e s c a n n e d it o n t h at d at e a n d t h at his e vi d e n c e t h at h e w as o n a 
cliff -e d g e w as f als e.   

3 1 6.  F or t h e r e as o ns gi v e n a b o v e , I h a v e c o n cl u d e d t h at Mr T h o ms o n w as d eli b er at el y l yi n g 
i n his e vi d e n c e a b o ut t h e all e g e d b u y -o ut a gr e e m e nt. H e k n e w t h at t h e M O U a n d S P A 
w er e cr e at e d aft er t h e F C A r ai d .  

3 1 7.  T h is c o n cl usi o n is si g nifi c a nt i n a n u m b er of w a ys:  

i. It s h o ws t h at Mr T h o ms o n w as a dis h o n est wit n ess , pr e p ar e d t o li e e v e n i n t h e f a c e 
of o v er w h el mi n g e vi d e n c e . 
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ii. Mr T h o ms o n w as pr e p ar e d t o b e i n v ol v e d dis h o n estl y i n t h e pr o d u cti o n of 
b a c k d at e d d o c u m e nts t o mi sl e a d t h e a ut h oriti es  or a d mi nistr at or s. 

iii. T h e o nl y j ustifi c ati o n a d v a n c e d b y Mr T h o ms o n f or t h e r e c ei pt of ar o u n d £ 5 
milli o n  fr o m L C F is b as e d o n a f a bri c at e d d ef e n c e.  

i v. T h e ot h er D ef e n d a nts w h o w er e i n v ol v e d ( i n cl u di n g Mr S e d g wi c k , Mr H u m e -
K e n d all  a n d Mr B ar k er ) k n e w t h at t h e y h a d t o pr o d u c e  a j ustifi c ati o n f or t h e 
p a y m e nts r e c ei v e d b y Mr T h o ms o n b e c a us e, i n t h e a bs e n c e of t hi s e x pl a n ati o n, it 
w o ul d a p p e ar t h at Mr T h o ms o n h a d r e c ei v e d b e n efits vi a t h e b orr o wi n g c o m p a ni es 
b y r e as o n of a c o nti n ui n g i nt er est i n t h e m . 

v.  It als o s h o ws t h at Mr S e d g wi c k  w as pr e p ar e d t o cr e at e b a c k d at e d d o c u m e nts f or 
t h e p ur p os e of mi sl e a di n g t h e a ut h oriti es or t h e a d mi nistr at ors. T his w as dis h o n est. 
It als o s h o ws t h at h e r e ali s e d t h at it w as n e c ess ar y t o c on c o ct a st or y t o e x pl ai n t h e 
p a y m e nts t o Mr T h o ms o n.  

C o nti n ui n g i n v ol v e m e nt of Mr H u m e -K e n d all  a n d Mr G ol di n g  i n L C F aft e r t h e G ol di n g -S H K 
A gr e e m e nt   

3 1 8.  Aft er t h e G ol di n g-S H K A gr e e m e nt , Mr T h o ms o n o v ers a w  t h e d a y-t o-d a y m a n a g e m e nt 
of L C F a n d Mr H u m e -K e n d all  h a d l ess i n v ol v e m e nt. Mr H u m e -K e n d all  w a s n o n et h el ess 
i n v ol v e d t o a n e xt e nt wit h L C F aft er t h e a gr e e m e nt. F or e x a m pl e, i n N o v e m b er  2 0 1 5 , Mr 
H u m e -K e n d all  ( al o n g wit h Mr G ol di n g ) a p pr o v e d a l ett er d esi g n e d t o e n c o ur a g e S A F E 
i n v est ors t o r oll o v er t h eir i n v est m e nt t o L C F, r at h er t h a n d e m a n d t h e r et ur n of f u n ds. 

3 1 9.  I a m s ati sfi e d t h at Mr G ol di n g  h a d a si g nifi c a nt c o nti n ui n g  i n v ol v e m e nt i n r el ati o n t o 
L C F aft er  J ul y 2 0 1 5. I r ej e ct t h e e vi d e n c e of Mr T h o ms o n t h at Mr G ol di n g ’s o nl y r ol e 
w as t h at of a n o c c asi o n al a d vis er or m e nt or. Mr G ol di n g  h as n ot gi v e n dis cl os ur e a n d h as 
b e e n d e b arr e d fr o m d ef e n di n g, s o his d o c u m e nts ar e n ot b ef or e t h e c o urt. I h a v e als o 
n ot e d alr e a d y t h at h e s o u g ht t o c o n c e al his i n v ol v e m e nt i n t h e b usi n ess a n d m a n a g e m e nt 
of c o m p a ni es o wi n g t o t h e u n d ert a ki n gs h e h a d gi v e n t o t h e S e cr et ar y of St at e. 
N o n et h el ess , as e x pl ai n e d b el o w, t h e a v ail a bl e d o c u m e nts s h o w his c o nti n ui n g 
i n v ol v e m e nt. 

3 2 0.  O n 9  S e pt e m b er 2 0 1 5  Al e x L e e ( a p art n er at B uss M urt o n) pr o vi d e d a s pr e a ds h e et 
r el ati n g t o t h e L C F cli e nt a c c o u nt t o Mr T h o ms o n,  w h o f or w ar d e d it t o Mr R uss ell -
M ur p h y  c c . Mr G ol di n g , e x pl ai ni n g t h at t h er e w er e n o n e w f u n ds b ei n g cr e dit e d t h at d a y. 
H e w as u p d ati n g Mr G ol di n g  a b o ut r e c ei pt s.  

3 2 1.  O n 2 2  S e pt e m b er 2 0 1 5  Mr R uss ell -M ur p h y  s e nt Mr G ol di n g  a n u p d at e of L C F’s 
“ pi p eli n e ” of pr os p e cti v e i n v est ors. T his i nf or m ati o n w as pr o vi d e d t o Mr G ol di n g  b ef or e 
it r e a c h e d Mr T h o ms o n : Mr R uss ell -M ur p h y  f or w ar d e d t h e e m ail t o Mr G ol di n g , a n d 
l at er t h at e v e ni n g, Mr G ol di n g  f or w ar d e d t h e i nf or m ati o n t o Mr T h o ms o n,  w h o 
f or w ar d e d it t o Ms M a d d o c k at L C F .  

3 2 2.  O n 1 5  S e pt e m b er 2 0 1 5  M s V e n n s e nt a n e m ail t o Mr T h o ms o n s a yi n g t h at s h e w as “r e a d y 
t o d o a mi ni m u m or d er pri nt t o pr o vi d e pr os p e cti v e i n v est ors wit h h ar d c o p y br o c h ur es ”. 
Mr T h o ms o n f or w ar d e d it t o Mr G ol di n g : “ Hi S p e n c er, s e e b el o w, di d t h e y m e nti o n t his 
t o y o u t o d a y ? ” I i nf er t h at Mr G ol di n g  h a d m et S ur g e t h at d a y t o di s c uss L C F.  
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3 2 3.  O n 1 7  S e pt e m b er 2 0 1 5 , w h e n Mr T h o ms o n h a d dr aft e d a n  L C F b o n d pr os p e ct us, h e s e nt 
it t o Mr R uss ell -M ur p h y  a n d Mr G ol di n g  as ki n g t h e m t o r e vi e w it a n d t o pr o vi d e t h eir 
c o m m e nts.  Mr T h o ms o n sai d i n e vi d e n c e t h at h e l o o k e d t o Mr G ol di n g  f or a d vi c e 
b e c a us e of his br o a d e x p eri e n c e . I r ej e ct t hi s. H e s e nt it t o Mr G ol di n g  b e c a us e of t h e 
l att er’s i nt er est a n d i n v ol v e m e nt i n L C F’s b usi n es s.   

3 2 4.  O n 1 3  O ct o b er  2 0 1 5  Ms V e n n s e nt a n e m ail t o Mr C ar el ess , c c . Mr R uss ell -M ur p h y , 
w hi c h s ai d :  

“ As r e q u est e d, I p h o n e d S p e n c er. H e h a d a m o a n a b o ut t w o 
t hi n gs:  
1. H e d o w nl o a d e d t h e br o c h ur e o n t h e w e bsit e a n d it still h as t h e 
ol d m a n a g e m e nt t e a m  
2. T h e w e bsit e l o o ks ‘s p ars e’  
I t ol d hi m t h at A n d y pr o vi d e d n e w bi o gs t h at w er e n ot d et ail e d 
e n o u g h t o us e, I h a d e x pl ai n e d t hi s t o A n d y w h o as k e d m e t o 
gi v e hi m e x a m pl es of w h at I w a nt e d, I e m ail e d 4 e x a m pl es a n d 
h a v e c h as e d m ulti pl e ti m es b ut I a m still w aiti n g .  
A n d y s ai d h e is t o o b us y t o g et m e t h e pi ct ur es t o g o wit h t h e 
bi o gs. H e as k e d m e t o st o p c h asi n g hi m a n d h e will d o it A S A P .  
I q u eri e d w h at h e m e a nt b y ‘s p ars e’ b e c a us e I t hi n k it l o o ks 
sl e e k, pr of essi o n al a n d i s c o n cis e i n a n eff e cti v e w a y. H e s ai d 
his t e a m w o ul d l o o k o v er it a g ai n a n d gi v e s p e cifi c f e e d b a c k o n 
T h urs d a y. I t h e n s ai d t h er e w as s o m et hi n g I w a nt e d t o a d d b ut 
h a d b e e n a w aiti n g c o nt e nt fr o m A n d y si n c e J ul y: r e al c as e 
st u di es / c ust o m er t esti m o ni als. S p e n c er s e e m e d t o t hi n k t hi s 
w o ul d m a k e a bi g i m pr o v e m e nt a n d s ai d h e w o ul d c h as e A n d y 
t o g et it t o us.  
Ulti m at el y, I d o n’t t hi n k h e is piss e d off wit h us, I t hi n k h e is 
piss e d off wit h A n d y a n d h e as k e d m e t o k e e p t h e pr ess ur e o n 
A n d y a n d ‘ c h as e hi m h ar d er’. ”  

3 2 5.  T h e c o nti n u e d r ol e of Mr G ol di n g  ( as w ell as Mr H u m e -K e n d all ) is als o a p p ar e nt fr o m 
e m ails r e g ar di n g a dr aft r ei n v est m e nt l ett er. S o m e of t h e l o a ns fr o m e arl y i n v est ors t o 
S A F E w er e f alli n g d u e f or r e p a y m e nt.  

i. Mr T h o ms o n w a nt e d Mr R uss ell -M ur p h y  a n d Ms B al d o c k t o tr y t o p ers u a d e t h os e 
i n v est ors t o r ei n v est. H e e m ail e d Ms  B al d o c k o n  2  N o v e m b er  2 0 1 5 , c c. Mr B ar k er  
a n d Mr R uss ell -M ur p h y , s a yi n g, “It l o o ks li k e m ost of t h e S A F E cli e nts ar e 
w a nti n g t o b e r e p ai d … is it s o m et hi n g t h at c a n b e a d dr ess e d t o tr y a n d st o p s o 
m a n y w a nti n g t o e xit ? ”  

ii. O n  2  N o v e m b er  2 0 1 5  Ms. M a d d o c k cir c ul at e d a dr aft l ett er f or cli e nts n e ari n g t h e 
e n d of t h eir t er ms t o tr y t o p ers u a d e t h e m t o r ei n v est i nst e a d of r e q u esti n g 
r e p a y m e nt.  

iii. O n 1 0  N o v e m b er  2 0 1 5  Ms M a d d o c k  e m ail e d Mr G ol di n g  a n d Mr B ar k er , c c. Mr 
T h o ms o n,  s a yi n g t h at s h e h a d “s h o w n t h e l ett er t o Si m o n, Elt e n a n d J o h n all of 
w h o m ar e h a p p y wit h it ”.  
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3 2 6.  Mr C ar el ess  a n d Ms V e n n c o nti n u e d t o r ais e i m p ort a nt iss u es a b o ut L C F’s b usi n ess wit h 
Mr G ol di n g  wit h o ut r ef er e n c e t o Mr T h o ms o n.   

i. O n 1 1  N o v e m b er  2 0 1 5  Ms V e n n e m ail e d Mr C ar el ess  t o s a y t h at L C F h a d b e g u n 
t o r e q uir e i n v est ors t o c o m pl et e a n “ o n er o us ” s elf-ass ess m e nt t est.  Mr C ar el ess  
f or w ar d e d h er e m ail t o Mr G ol di n g , e x pl ai ni n g t h at “ w e ar e r e q uir e d b y y o ur 
l a w y ers t o h a v e a m u c h h ar d er si g n-u p pr o c ess t h a n o ur ( m u c h l ar g er) c o m p etit ors 
… C a n w e n ot at t h e v er y l e ast m at c h t h eir si g n -u p  pr o c ess f or c o m pli a n c e ? W e 
will b e c o m mitti n g c o m m er ci al s ui ci d e t o h a v e a h ar d er si g n u p t h a n t h e bi g 
br a n ds ”.  

ii. T h e n e xt d a y Ms V e n n e m ail e d Mr B ar k er  t o t h a n k hi m f or his assi st a n c e, s a yi n g, 
“I u n d erst a n d w e c a n g o a h e a d wit h o ur pr o p os e d si m pl er a p pr o pri at e n ess t est ”.  

iii. Mr T h o ms o n w as n ot i n v ol v e d i n t h e c o n v ers ati o n a n d k n e w n ot hi n g a b o ut it u ntil 
aft er t h e d e cisi o n h a d b e e n m a d e.  

i v. O n a n ot h er o c c asi o n, Mr C ar el ess  w as c o n c er n e d a b o ut L C F’s d el a y i n p a yi n g 
c o m missi o ns t o S ur g e . Mr C ar el ess  a n d Mr R uss ell -M ur p h y  u n d erst o o d t h at Mr 
G ol di n g  w as t h e p ers o n w h o c o ul d r es ol v e it. O n 1 6  N o v e m b er  2 0 1 5 , Mr C ar el ess  
as k e d Mr R uss ell -M ur p h y , “ a n y n e ws fr o m S p e n c er i n r el e asi n g all t h e c o m ms t h at 
ar e ti e d u p ? ”  

3 2 7.  Ot h ers i n S ur g e u n d erst o o d t h e c e ntr al r ol e o c c u pi e d b y Mr G ol di n g  wit hi n L C F. O n 1 6  
N o v e m b er  2 0 1 5 , As hl ei g h N e w m a n-J o n es of S ur g e  (t h e s o n of Mr  J o n es) t ol d Mr 
C ar el ess , c c . Ms V e n n  a n d Mr J o n es , t h at t h e r e vis e d L C F w e bsit e w a s “r e a d y f or 
a p pr o v al fr o m A n d y/ S p e ns er [si c] ”. A pr o p os e d c h a n g e i n L C F’s b o n d r at es w as 
d es cri b e d as “s u bj e ct t o S p e n c er a n d A n d y’s a p pr o v al ”.  

3 2 8.  T h e  c o nt e m p or a n e o us d o c u m e nts als o s h o w t h at S ur g e b eli e v e d t h at Mr G ol di n g  h a d t h e 
a bilit y t o o v erri d e Mr T h o ms o n i n r el ati o n t o t h e aff airs of L C F. O n 1 7  N o v e m b er  2 0 1 5  
Mr T h o ms o n e m ail e d M s V e n n  t o s a y t h at t h e L C F i n v est m e nt m e m or a n d u m w as n ot 
s uffi ci e ntl y a c c essi bl e o n t h e L C F w e bsit e. Ms V e n n  f or w ar d e d his e m ail t o Mr C ar el ess , 
s a yi n g, “ W e n e e d t o o v erri d e hi m a n d s p e a k t o S p e n c er ” . I fi n d t h at S ur g e’s 
u n d erst a n di n g of t h e r el ati o ns hi p b et w e e n Mr G ol di n g  a n d Mr T h o ms o n w as a n a c c ur at e 
r efl e cti o n of t h e r e alit y. S ur g e’s u n d erst a n di n g w as b as e d o n w h at t h e y s a w h a p p e ni n g 
i n pr a cti c e. If t h e y h a d a pr o bl e m wit h Mr T h o ms o n,  t h e y c o nt a ct e d Mr G ol di n g  or Mr 
B ar k er  a n d it w as g e n er all y r es ol v e d t o t h eir s ati sf a cti o n.  

3 2 9.  T h er e w as a si g nifi c a nt e pis o d e c o n c er ni n g c o m p o u n d i nt er est.  

i. O n 1 8  N o v e m b er  2 0 1 5  Ms  M a d d o c k t ol d Mr T h o ms o n t h at a n e w i n v e st or, Mr 
N orris, h a d “ d e ci d e d t o c o m p o u n d t h e i nt er est o n t h e 2 -y e ar  t er m ”.  

ii. Mr T h o ms o n t ol d Ms M a d d o c k t h at L C F h a d n e v er off er e d c o m p o u n d i nt er est .  

iii. Ms M a d d o c k e m ail e d Ms B al d o c k, M r J o n es,  a n d Ms V e n n (c c. Mr T h o ms o n a n d 
Mr R uss ell -M ur p h y ) att a c hi n g a m ar k-u p of t h e a p pli c ati o n f or m, hi g hli g ht e d i n 
p ur pl e a n d a n n ot at e d i n m a n us cri pt wit h t h e w or d s, “ W H O A U T H O RI S E D T HI S ? 
W h at i s t hi s ? W e D O N O T d o c o m p o u n d i nt er est ”.   
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i v. Ms V e n n r e pli e d, “ R e t h e c o m p o u n d e d i nt er est: J o h n R uss ell M ur p h y a gr e e d t hi s 
wit h S p e n c er t w o w e e ks a g o ” .  

v.  Ms V e n n als o e m ail e d S c ott All e n of S ur g e , c c. Mr R uss ell -M ur p h y , e x pl ai ni n g, 
“ D o n’t w orr y a b o ut K ati e’s c o m m e nts r e c o m p o u n d i nt er est, I k n o w t his w as 
a gr e e d b et w e e n J R M [s c. Mr R uss ell-M ur p h y] a n d S p e n c er a n d h a v e p us h e d b a c k 
o n t hi s p oi nt ” .  

vi.  S u bs e q u e ntl y, Mr T h o ms o n i m pl e m e nte d  Mr G ol di n g ’s d e cisi o n: Mr T h o ms o n 
e m ail e d Mr H uis a m e n o n 1 6  J a n u ar y 2 0 1 6  t o e x pl ai n t h at “ w e w er e i niti all y 
off eri n g si m pl e i nt er est b ut ar e n o w g oi n g t o b e off eri n g c o m p o u n d i nt er est ”.  

3 3 0.  Mr T h o ms o n s ai d i n e vi d e n c e a b o ut t hi s e pis o d e t h at Mr G ol di n g  h a d m a d e a pr o mis e 
a b o ut c o m p o u n d i nt er est wit h o ut L C F’s a ut h orit y. H e s ai d t h at Mr G ol di n g  s o m eti m es 
g ot i n v ol v e d i n L C F’s b u si n ess a n d t h at h e s h o ul d n ot h a v e d o n e s o. I d o n ot a c c e pt t h at 
d es cri pti o n of Mr G ol di n g ’s r ol e. T h e S ur g e d o c u m e nts s h o w t h at t h e y l o o k e d t o Mr 
G ol di n g  t o o v err ul e Mr T h o ms o n o n si g nifi c a nt i ss u es a n d t h at Mr G ol di n g  di d s o . T h e 
d o c u m e nts als o s h o w t h at S ur g e’s r e pr es e nt ati v es m et Mr G ol di n g  s e v er al  ti m es i n l at e 
2 0 1 5 t o di s c uss t h e aff air s of L C F i n t h e a bs e n c e of Mr T h o ms o n.   

3 3 1.  T h er e w as a n ot h er e pis o d e i n  N o v e m b er  2 0 1 5 c o n c er ni n g S ur g e ’s s al e t e a m. O n 3 0  
N o v e m b er  2 0 1 5  Ms V e n n e m ail e d Mr C ar el ess  a n d Mr R uss ell -M ur p h y  ( “ S h o c ki n g 
p ot e nti al iss u e! ”) t o r ais e a “ p ot e nti al l o o mi n g pr o bl e m ” . Mr T h o ms o n h a d t ol d Ms V e n n 
t h at S ur g e  s h o ul d b e “ m o vi n g a w a y fr o m h a vi n g a s al es t e a m ” i n f a v o ur of o nli n e -o nl y 
s al es wit h o ut t h e assi st a n c e of a s al es p ers o n. Ms V e n n  t ol d Mr C ar el ess  a n d Mr R uss ell -
M ur p h y  t h at t hi s “ c o ntr a di cts o ur l ast m e eti n g wit h S p e n c er w h e n h e s u g g est e d w e 
e x p a n d o ur s al es t e a m t o h a v e bi g g er c a p a cit y f or f a c e t o f a c e m e eti n gs ”: “I’ m gl a d w e 
ar e m e eti n g S p e n c er t o m orr o w a n d c a n cl arif y/ c orr e ct t hi s m a d n ess! ”; “ L et’ s p ut it d o w n 
t o A n d y b ei n g A n d y a n d s e e if it a ct u all y g ets r ais e d wit h S p e n c er t o m orr o w ”.  

3 3 2.  Mr G ol di n g ’s r ol e w as als o s h o w n i n r el ati o n t o a n e w l o g o  i n J a n u ar y 2 0 1 6. Mr C ar el ess  
e m ail e d Mr G ol di n g  o n  5  J a n u ar y 2 0 1 6  t o s a y, “ S p e n c er, [t]h e c o n v ers ati o n is b el o w, it 
w as wit h K err y. N ot t h at it r e all y m att ers, it is y o ur c o m p a n y,  a n d y o u c a n h a v e a n y l o g o 
y o u w a nt. M y t e a m all t hi n k t h e ori gi n al l o g o is b ett er. T w o l o g os att a c h e d, 1 a n d 2. 
Pl e as e c h o os e w hi c h y o u pr ef er. Si m pl e. If y o u w a nt t h e n e w l o g o t h e n w e will m a k e t h e 
c h a n g es t o t h e sit e … ”  

3 3 3.  O n 2 5 J a n u ar y 2 0 1 6 Ms V e n n m et Mr T h o ms o n a n d r e p ort e d t o Mr C ar el e ss  a n d ot h ers 
i n a l o n g e m ail. T he  r e p ort i n cl u d e d t h e f oll o wi n g: 

“ A n d y st at e d t h at h e o w ns L C & F, h e s ai d: ‘ S p e n c er d o es n ot 
h a v e o w n ers hi p at all, I h a v e a s y m bi oti c r el ati o ns hi p wit h 
S p e n c er w e assi st e a c h ot h er a n d w e ar e vit al t o e a c h ot h er b ut 
h e d o es n ot o w n L C & F. Pl e as e st o p c o m m u ni c ati n g k e y 
i nf or m ati o n wit h o ut m e. I n a m e eti n g l ast w e e k P a ul 
c o m m u ni c at e d i nf or m ati o n a b o ut G C E N a n d y o ur o bj e cti o ns t o 
h o w it w or ks Si m o n H u m e K e n d al [si c], h e is m y c ust o m er a n d 
it is i n a p pr o pri at e f or y o u t o h a v e dis cl os e d t h e w or ki n g of m y 
b usi n ess t o hi m a n d als o i n a p pr o pri at e n ot t o i n cl u d e m e i n t h e 
m e eti n g. I w a s n ot m a d e a w ar e of t h es e iss u es wit h G C E N.’ ”  
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I s ai d: ‘ T h er e h as b e e n a mi s u n d erst a n di n g, w e h a v e b e e n l e a d 
t o b eli e v e t h at w hilst y o u ar e offi ci all y t h e b usi n ess o w n er as 
r e gist er e d at c o m p a ni es h o us e, S p e n c er is a dri vi n g f or c e b e hi n d 
L C & F a n d a k e y d e cisi o n m a k er. Y o u r e all y n e e d t o t a k e t hi s u p 
wi t h S p e n c er b e c a us e h e h as pr es e nt e d hi m s elf t o us as t h e bi g 
c hi ef at L C & F a n d h e i n vit e d Si m o n t o t h e m e eti n g, w e b eli e v e d 
w e w er e t al ki n g c a n di dl y t o tr ust e d p art n ers w h o h a d s p e cifi c all y 
b e e n i n vit e d b y t h e L C & F est a blis h m e nt’  

H e s ai d: ‘I will t a k e it u p f or S p e n c er, j ust s o y o u k n o w, t h er e is 
n o si d e a gr e e m e nt / l e g al a gr e e m e nt b e hi n d t h e s c e n es, I o w n 
L C & F a n d S p e n c er d o es n ot. H o w e v er, S p e n c er is v er y 
i m p ort a nt t o m y o p er ati o n a n d i will c o nti n u e t o h a v e a g o o d 
w or ki n g r el ati o ns hi p wit h hi m a n d hi m wit h m e’  

S o y o u u n d erst a n d t h e t o n e, A n d y w as n't r e all y c o m pl ai ni n g or 
a n n o y e d, h e w as j ust tr yi n g t o e x pr ess t o m e a fr ustr ati o n t h at h e 
m ust n't b e l eft o ut b e c a us e a ct u all y it's his b usi n ess a n d h e 
w a nt e d t o m a k e it cl e ar t h at if w e t hi n k S p e n c er is a c o ntr olli n g  
p art n er / o w n er h e is n ot. T his is c o ntr ar y t o w h at w e h a v e b e e n 
l e d [t o] b eli e v e all al o n g. I w as s ur pris e d s o I d o u bl e c h e c k e d, I 
s ai d: ‘ Di d y o u c o m e u p wit h t h e c o n c e pt of S A F E, w as at all 
y o ur i d e a a n d y o u l a u n c h e d it as a st art u p ?’ Hi m: ‘ Y es ot h ers 
w er e i n v ol v e d b ut y es it's m y c o n c e pt a n d as of a f e w m o nt hs 
a g o I a m a s ol e o w n er of t hi s b usi n ess’  

I d o n't k n o w w h at t o b eli e v e ?! ? Is t hi s a bit li k e if I s ai d y es t his 
is m y b usi n ess, n ot hi n g t o d o wit h P a ul, c h e c k at c o m p a ni es 
h o us e. C o m p a ni es h o us e w o ul d j ust s h o w m e b ut w e all k n o w 
P a ul is t h e visi o n ar y a n d I j ust cr e at e s yst e ms t o a cti o n t h e 
pr a cti c aliti es. ”  

3 3 4.  Mr T h o ms o n r eli e d o n t hi s e m ail at t h e tri al as e vi d e n c e t h at b y t hi s st a g e h e w as t h e s ol e 
o w n er of L C F,  a n d t h at Mr G ol di n g  w as n ot. I r e a c h t h e f oll o wi n g fi n di n g s a b o ut it:  

i. B ef or e t h e c o n v ers ati o n,  t h e S ur g e D ef e n d a nts h a d t h o u g ht t h at Mr G ol di n g  w as 
t h e dri vi n g f or c e b e hi n d L C F e v e n if Mr T h o ms o n w as t h e l e g al dir e ct or a n d 
s h ar e h ol d er.  

ii. Alt h o u g h Mr T h o ms o n w as a n xi o us t o s a y at t h e m e eti n g t h at L C F w as his 
b usi n ess, h e als o s ai d t h at Mr G ol di n g  w as i m p ort a nt t o t h e o p er ati o n a n d t h at t h e y 
w o ul d c o nti n u e t o h a v e a g o o d w or ki n g r el ati o ns hi p.  H e w as u n a bl e i n his e vi d e n c e 
at tri al t o e x pl ai n t h e n at ur e of t h eir r el ati o ns hi p. 

iii. Mr T h o ms o n c o m pl ai n e d i n t h e m e eti n g a b o ut L C F’s aff airs b ei n g di s c uss e d 
b e hi n d his b a c k. H e di d n ot s a y t h at Mr G ol di n g  w o ul d n ot b e i n v ol v e d i n 
dis c ussi o ns, b ut t h at h e, Mr T h o ms o n,  s h o ul d als o b e i n cl u d e d .  

i v. Mr T h o ms o n n o d o u bt w a nt e d at t h e ti m e t o pr es e nt hi m s elf as t h e s ol e o w n er of 
L C F as, at t h e s a m e m e eti n g, h e e x pl ai n e d t h at all of t h e l e n di n g w as t o b usi n ess es 
r el at e d t o Mr G ol di n g . H e w as ast ut e e n o u g h t o s e e t h at t hi s w o ul d h a v e b e e n 
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r aisi n g a r e d fl a g. I fi n d t h at i n f a ct Mr T h o ms o n c o nti n u e d t o a ct i n a c c or d a n c e 
wit h Mr G ol di n g ’s ulti m at e dir e cti o ns. 

v.  Ms V e n n l eft t h e m e eti n g n ot k n o wi n g w h at t o t hi n k. Mr G ol di n g  h a d pr es e nt e d 
hi m s elf as t h e dri vi n g f or c e  b e hi n d L C F . Ms V e n n w as cl e arl y n ot c o n vi n c e d b y 
w h at Mr T h o ms o n h a d s ai d a b o ut b ei n g t h e s ol e o w n er. T h at is w h y s h e c o m p ar e d 
t h e sit u ati o n t o S ur g e, w h er e Mr C ar el ess  w as t h e r e al o w n er, w h at e v er w as s h o w n 
at C o m p a ni es H o us e.  

vi.  Aft er t hi s dis c ussi o n, t h e S ur g e D ef e n d a nts c o nti n u e d t o d e al wit h Mr G ol di n g  o n 
t h e f o oti n g t h at h e at l e a st h a d a c o ntr olli n g r ol e or i nfl u e n c e o v er L C F ( e v e n if 
t h e y als o d e alt wit h Mr T h o ms o n) . T his i s s h o w n b y t h e e v e nts r e c or d e d b el o w.   

3 3 5.  M r I n g h a m e m ail e d Mr T h o ms o n o n 2 2  J a n u ar y 2 0 1 6  a b o ut a m e n d m e nts t o L C F’s 
br o c h ur es, a n d c o pi e d t h e e m ail t o Mr G ol di n g  a n d Mr H u m e -K e n d all . O n 9 F e br u ar y 
2 0 1 6 , Mr I n g h a m e m ail e d Mr O’ L e ar y t o e x pl ai n t h at Mr G ol di n g  h a d c all e d hi m a b o ut 
t h e n e w L C F br o c h ur es, d e m a n di n g t o k n o w w h e n t h e y w o ul d b e r e a d y.  

3 3 6.  Als o i n e arl y 2 0 1 6, Mr G ol di n g  a n d Mr H u m e -K e n d all  ( b ut n ot Mr T h o ms o n) w er e b ot h 
i n v ol v e d i n t h e dis c ussi o ns wit h Mr C ar el ess  a n d Mr R uss ell -M ur p h y  a b o ut t h e 
p ossi bilit y of S ur g e  w or ki n g e x cl usi v el y f or L C F. O n 3  F e br u ar y 2 0 1 6  Mr S e d g wi c k  
pr o vi d e d Mr H u m e -K e n d all  a n d Mr B ar k er  wit h a dr aft e x cl usi vit y a gr e e m e nt.  O n  5  
F e br u ar y 2 0 1 6  Mr S e d g wi c k  pr o vi d e d Mr H u m e -K e n d all  a n d Mr G ol di n g  wit h a t hir d 
dr aft of t h e a gr e e m e nt. Mr H u m e -K e n d all  s e nt it t o Mr R uss ell -M ur p h y , s a yi n g t h at it 
s h o ul d “ g et t h e b all r olli n g ”. Mr H u m e -K e n d all  als o e x pl ai n e d t h at “ S p e n c e h as v er y b a d 
fl u a n d h e h as h a d z er o i n p ut i nt o t his aft er o ur i niti al i nstr u cti o n ”. 

3 3 7.  T h e att a c h m e nt w as a dr aft e x cl usi vit y a gr e e m e nt b et w e e n L o n d o n Gr o u p pl c ( d efi n e d 
as “ L o n d o n ”) a n d Mr C ar el ess /Mr R uss ell -M ur p h y  ( d efi n e d as “ S ur g e ”). T h e dr aft 
a gr e e m e nt d efi n e d “ Fi n a n ci al Pr o d u cts ” t o m e a n “ a n i n v est m e nt o p p ort u nit y b o n d or 
ot h er fi n a n ci al i nstr u m e nt iss u e d b y L C F a n d ot h ers t o a Pr os p e cti v e Cli e nt w h o is 
i ntr o d u c e d b y S ur g e ”. It d efi n e d “I ntr o d u cti o n ” t o m e a n “t h e pr o visi o n t o L C F of t h e 
c o nt a ct d et ails of a Pr os p e cti v e Cli e nt w h o p ur c h a s es a Fi n a n ci al Pr o d u ct ”. T h e r e cit als 
st at e d:  

“( A) S ur g e h as d e v el o p e d a m et h o d of a c c ess a l ar g e c o nt a ct b as e 
ar e i nt er est e d i n i n v esti n g i n hi g h q u alit y o p p ort u niti es  

( B) Fr o m pr o c e e ds of t h e Fi n a n ci al Pr o d u cts L o n d o n is c urr e ntl y 
o bli g e d t o p a y a n i ntr o d u ct or y c o m missi o n of 2 5 %  

( C) L o n d o n h as a gr e e d t o p a y t o S ur g e t h e s u ms r ef err e d t o i n 
t hi s a gr e e m e nt i n c o nsi d er ati o n of S ur g e a cti n g e x cl usi v el y f or 
L o n d o n i n i ntr o d u ci n g c o nt a cts as m a y b e a gr e e d b et w e e n t h e 
p arti es … ”.  

3 3 8.  T h e cl a us es i n t h e dr aft a gr e e m e nt i n cl u d e d t h es e: 

i. Cl a us e 2. 1, “ L o n d o n a p p oi nt s t h e  [si c] S ur g e t o i d e ntif y Pr os p e cti v e Cli e nts 
e x cl usi v el y f or L C F a n d ot h ers a gr e e d wit h L o n d o n a n d t o m a k e I ntr o d u cti o ns of 
s u c h p ers o ns o n t h e t er ms of t hi s a gr e e m e nt ”.  
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ii. Cl a us e 2. 2, “ S ur g e s h all … a ct e x cl usi v el y f or L o n d o n a n d us e it s b est e n d e a v o urs 
t o m a k e I ntr o d u cti o ns of Pr os p e cti v e Cli e nts ”.  

iii. Cl a us e 5. 1, “ L o n d o n s h all p a y t o S ur g e t h e s u m of £ 4 0, 0 0 0 p er m o nt h t o g et h er wit h 
all a p pr o v e d c osts a n d e x p e ns es w hi c h ar e a gr e e d o n a q u art erl y b asis ” (i n a d diti o n 
t o t h e c o m missi o n of 2 5 %). 

i v. Cl a us es 5. 2 a n d 5. 3 pr o vi d e d t h at S ur g e c o ul d als o o bt ai n 1 0 % of L o n d o n Gr o u p 
pl c.  

3 3 9.  O n 1 7  F e br u ar y 2 0 1 6  Mr C ar el ess  r e pli e d t o Mr H u m e -K e n d all  s a yi n g , “ T h a n ks f or t h e 
a gr e e m e nt a n d m y a p ol o gi es it h as t a k e n s o l o n g t o r e pl y. W o ul d it b e p ossi bl e f or J o h n 
a n d I t o m e et wit h y o u a n d S p e n c er e arl y n e xt w e e k t o dis c uss it i n p ers o n ? ” Mr H u m e -
K e n d all  r e pli e d (c c. Mr G ol di n g  a n d Mr R uss ell -M ur p h y ) t o s a y h e w o ul d b e h a p p y t o 
m e et t o dis c uss it.  

3 4 0.  Mr C ar el ess  s e nt a s u m m ar y of t h e dr aft e x cl usi vit y t er ms t o Mr R uss ell -M ur p h y :  

“ 1. S F will pr o vi d e e x cl u si v e m ar k eti n g t o L G f or a fi x e d f e e of 
£ 4 0 k p er m o nt h.  

2. L C F will p a y 2 5 % c o m missi o ns f or f u n ds r e c ei v e d b y S F.  

3. L C F will p a y f or 1 0 % f or c o m missi o ns r e -br o k e d b y S F.  

4. If S F r e a c h £ 3 0 m f u n d s or m or e wit hi n 1 2 m o nt hs of si g ni n g 
of a gr e e m e nt t h e y will r e c ei v e 1 0 % s h ar e h ol di n g i n L G.  

5. If S F r e a c h £ 5 0 m f u n d s or m or e wit hi n 1 2 m o nt hs of si g ni n g 
of a gr e e m e nt t h e y will r e c ei v e 2 0 % s h ar e h ol di n g i n L G.  

6. S F will p a y f or all m ar k eti n g c osts of L C F.  

7. P C h as c urr e nt c o ntr a ct u al o bli g ati o ns t o Bl a c k m or e Gr o u p 
a n d t h er ef or e a n y c urr e nt or f ut ur e arr a n g e m e nt wit h B G will 
r e m ai n o utsi d e of t hi s a gr e e m e nt.”   

3 4 1.  Mr C ar el ess  als o s e nt t hi s t o S ur g e ’s a c c o u nt a nt, Mr P artri d g e. T h e dr aft e x cl usi vit y 
t er ms w er e d u e t o b e dis c uss e d at a m e eti n g b et w e e n Mr C ar el ess  a n d Mr H u m e -K e n d all  
o n 2 3  F e br u ar y 2 0 1 6 . Mr C ar el ess ’s “t o d o ” li st o n 1 1 A pril 2 0 1 6  still i n cl u d e d “ L C F 
e x cl usi vit y ”.  

3 4 2.  T his e pis o d e s h o ws t h at Mr G ol di n g  a n d Mr H u m e -K e n d all  ( a n d Mr S e d g wi c k ) s a w L C F 
as a f u n d-r aisi n g v e hi cl e f or t h e L o n d o n Gr o u p. T h e y w er e s e e ki n g t o n e g oti at e 
arr a n g e m e nts wit h S ur g e c o n c er ni n g L C F . T h e y c o ul d o nl y h a v e d o n e t hi s if t h e y 
c o nti n u e d t o b e a bl e t o c o ntr ol it s aff airs. S ur g e c ert ai nl y t h o u g ht t h at t h e y h a d t hi s l e v el 
of i nfl u e n c e a n d c o ntr ol . 

3 4 3.  Mr G ol di n g , Mr B ar k er  a n d Mr H u m e -K e n d all  c o nti n u e d t o b e r o uti n el y c o ns ult e d b y 
S ur g e  p ers o n n el a b o ut a d mi nistr ati v e pr o bl e ms w hi c h ar os e fr o m ti m e t o ti m e i n 
c o n n e cti o n wit h L C F’s d e ali n gs wit h i n v est ors.  

i. O n 7  S e pt e m b er 2 0 1 7  Ms B al d o c k pr o vi d e d Mr C ar el ess  wit h a n a g e n d a ( w hi c h 
i n cl u d e d v ari o us L C F d el a ys a n d a d mi nistr ati v e pr o bl e ms) f or dis c ussi o n wit h Mr 
G ol di n g . 
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ii. O n 1 9  J ul y 2 0 1 8 , f oll o wi n g c o m pl ai nt s fr o m L C F i n v est ors a b o ut d el a ys b y L C F’s 
st aff i n Eri d g e i n d e ali n g wit h I S A tr a nsf ers, Ms B al d o c k t ol d Ms M a d d o c k of L C F 
t h at S ur g e  w o ul d b e “ h a p p y t o t a k e o v er t h e pr o c ess fr o m h er e as w e h a v e t h e 
r es o ur c es ”. Ms V e n n as k e d Mr R uss ell -M ur p h y , “ W ort h f or w ar di n g t o Si m o n a n d 
Elt e n s o t h e y c a n s e e first -h a n d t h e iss u es ar o u n d Eri d g e b ei n g sl o w ? Or p er h a ps 
t h at’s t o o m u c h of a di g ? ” Mr R uss ell -M ur p h y  r e pli e d, “ Alr e a d y h a v e ”. H e n c e , Mr 
R uss ell -M ur p h y k n e w t h at h e s h o ul d t ur n t o Mr G ol di n g t o g et t hi n gs d o n e.   

iii. O n 1 9 J ul y 2 0 1 8 Mr R uss ell -M ur p h y  e m ail e d Mr C ar el ess , J o B al d o c k a n d Ms 
V e n n  t o e x pl ai n, “ T h e tr a nsf ers will b e d e alt wit h b y us v er y s o o n. S p e n c er is 
i nstr u cti n g A n d y t o p ass t h e w or k t o o ur offi c e n e xt w e e k ”.  

3 4 4.  T h e J ul y 2 0 1 8 e x c h a n g e s h o ws t h at Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  
c o nti n u e d t o b e i n v ol v e d i n t h e aff airs of L C F t hr o u g h o ut. T h e e x c h a n g e als o s h o ws t h at 
Mr C ar el ess , Ms V e n n a n d Mr R uss ell -M ur p h y  t h o u g ht t h at Mr G ol di n g  w as a bl e t o 
i nstr u ct Mr T h o ms o n c o n c er ni n g L C F . M or e g e n er all y t h e e vi d e n c e s h o ws t h at t h e S ur g e 
r e pr es e nt ati v es a n d Mr R uss ell -M ur p h y  t h o u g ht t h at Mr G ol di n g  c o ul d o v erri d e Mr 
T h o ms o n a n d t h e y oft e n l o o k e d t o Mr G ol di n g  t o i nstr u ct Mr T h o ms o n w h at t o d o w h e n 
t h e y f a c e d a n o bstr u cti o n. 

3 4 5.  T his is c o nsist e nt wit h t h eir u n d erst a n di n g at t h e o uts et of t h e arr a n g e m e nt. Ms V e n n s ai d 
i n e vi d e n c e t h at s h e t h o u g ht Mr G ol di n g  w as t h e ki n g pi n at t h eir first m e eti n g  i n F e br u ar y 
2 0 1 5. Mr C ar el ess  a gr e e d i n his e vi d e n c e t h at o n m e eti n g Mr G ol di n g  h e t h o u g ht h e w as 
i n c h ar g e of L C F a n d t h at Mr G ol di n g  w as “ v er y i m p ort a nt ”  t o L C F. T his vi e w is als o 
e vi d e n c e d b y t h e e m ail of 2 5 J a n u ar y 2 0 1 6 r ef err e d t o a b o v e.  

3 4 6.  T h er e is f urt h er si g nifi c a nt e vi d e n c e r el ati n g t o p a y m e nts t h at w er e m a d e b y S ur g e 
ori gi n all y t o Mr T h o ms o n a n d t h e n t o Mr G ol di n g . I s h all m a k e fi n di n gs a b o ut t h es e 
b el o w. As e x pl ai n e d t h er e, I h a v e c o n cl u d e d t h at t h es e p a y m e nts w er e s e cr et 
c o m missi o ns p ai d b y S ur g e t o m ai nt ai n S ur g e’s hi g h r at es of c o m missi o n  fr o m L C F. 
S ur g e st art e d b y m a ki n g p a y m e nts t o Mr T h o ms o n,  a n d t h e n (fr o m S e pt e m b er 2 0 1 7 
o n w ar ds) t o Mr G ol di n g : b ut at t h e s a m e ti m e as t h e p a y m e nts t o Mr G ol di n g  st art e d , 
t h os e t o Mr T h o ms o n c e as e d. I fi n d t h at Mr G ol di n g  w as a bl e t o d e m a n d t hi s b e c a us e h e 
w as t h e ulti m at e c o ntr oll er of L C F .  

3 4 7.  T h er e is a m or e s p e cifi c  p oi nt r el ati n g t o t h e c o m missi o ns p ai d t o Mr G ol di n g w hi c h 
s h o ws t h e u n d erst a n di n g Mr T h o ms o n a n d t h e S ur g e D ef e n d a nts h a d a b o ut Mr G ol di n g ’s 
i nfl u e n c e o v er L C F. I n J ul y 2 0 1 8 t h e y w er e c o nsi d eri n g a w a y of r estr u ct uri n g t hi s 
arr a n g e m e nt b y r e d u ci n g t h e i nt er est p ai d b y t h e b orr o wi n g c o m p a ni es t o L C F b y 1 %. 
T h at c o ul d o nl y h a v e h a p p e n e d if Mr G ol di n g w as cl os el y c o n n e ct e d wit h L C F. If t h e 
b orr o w ers h a d b e e n i n d e p e n d e nt , t h er e c o ul d h a v e b e e n n o r e as o n f or it t o a gr e e t o r e d u c e 
it s i nt er est r at es t o c o m p e ns at e Mr G ol di n g f or w h at w as ( o n t h e f a c e of it) a pri v at e 
arr a n g e m e nt h e h a d wit h S ur g e . M or e d et ail s of t hi s tr a ns a cti o n ar e gi v e n i n [1 3 4 0 ] 
b el o w . 

3 4 8.  I n his or al e vi d e n c e, Mr T h o ms o n s ai d t h at Mr G ol di n g  h a d n o i nfl u e n c e i n L C F aft er 
t h e s h ar es i n L C F w er e tr a nsf err e d t o hi m i n J ul y 2 0 1 5. H e r ef err e d r e p e at e dl y t o t h e b u y -
o ut a gr e e m e nt. I h a v e alr e a d y f o u n d t h at t h er e w as n o s u c h a gr e e m e nt. W h e n as k e d a b o ut 
t h e v ari o us e pis o d es w h er e Mr G ol di n g  h a d b e e n i n v ol v e d i n t h e b usi n ess aft er J ul y 2 0 1 5 , 
Mr T h o ms o n s ai d t h at Mr G ol di n g  w as r e a d y t o assi st a n d us e his e x p ertis e as a 
b usi n ess m a n a n d t h at h e, Mr T h o ms o n, l o o k e d  t o Mr G ol di n g  f or assi st a n c e as a n a d vis er. 
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I a m u n a bl e t o a c c e pt t hi s. T h e d o c u m e ntar y r e c or ds s h o w t h at t h e S ur g e r e pr es e nt ati v es 
a n d Mr R uss ell -M ur p h y  c o nti n u e d t o r e g ar d Mr G ol di n g  as t h e c o ntr oll er of L C F. T his 
r efl e ct e d r e alit y. Mr G ol di n g t ol d Mr T h o ms o n w h at t o d o i n r el ati o n t o L C F a n d Mr 
T h o ms o n di d w as h e w as t ol d. H e m a y h a v e r es e nt e d t hi s, b ut it i s w h at h a p p e n e d.  

3 4 9.  I fi n d t h at Mr G ol di n g c o nti n u e d t o h a v e ulti m at e c o ntr ol o v er t h e aff airs of L C F. Mr 
T h o ms o n w as a c c ust o m e d t o a n d di d a ct i n a c c or d a n c e wit h his i nstr u cti o ns or dir e cti o ns. 
Mr T h o ms o n w as r e w ar d e d f or t hi s b y his c o nti n ui n g 5 % i nt er est i n t h e L o n d o n Gr o u p 
( w hi c h l e d t o t h e p a y m e nts m a d e t o hi m p ers o n all y –  s e e b el o w) a n d b y b ei n g gi v e n t h e 
s h ar es i n L C F.  

T h e d e j ur e dir e ct ors of L C F  

3 5 0.  As alr e a d y e x pl ai n e d, Mr H u m e -K e n d all  w as a dir e ct or of L C F fr o m 1 2 J ul y 2 0 1 2 t o 1 5 
A u g ust 2 0 1 3.  

3 5 1.  Mr T h o ms o n w as a dir e ct or fr o m 1 5 A u g ust 2 0 1 3 t o d at e. H e w as als o c o m p a n y s e cr et ar y 
f or t h e s a m e p eri o d. 

3 5 2.  Mr P a ul S a y ers w as a dir e ct or fr o m 5 S e pt e m b er 2 0 1 3 t o 1 0 A u g ust 2 0 1 5.  

3 5 3.  Mr Mi c h a el B al d wi n w as a dir e ct or fr o m 1  O ct o b er  2 0 1 5 t o 9 J u n e 2 0 1 6.  

3 5 4.  Ms K at h eri n e Si m ps o n w as a dir e ct or fr o m 1  O ct o b er  2 0 1 5 t o d at e.  Mr T h o ms o n  
d es cri b e d h er r ol e i n e vi d e n c e as b ei n g c o n c er n e d wit h ris k a n d o p er ati o ns.  

3 5 5.  Mr M arti n Bi n ks w as a dir e ct or fr o m 3 0  O ct o b er  2 0 1 5 t o 2 4 A u g ust 2 0 1 6.  

3 5 6.  Mr K e vi n M a d dis o n w as a dir e ct or fr o m 1 F e br u ar y 2 0 1 7 t o d at e.  Mr T h o ms o n  s ai d t h at 
his r ol e w as c o n c er n e d m ai nl y wit h I T.  

3 5 7.  Mr Fl oris H uis a m e n ( als o k n o w n as K o b us H uis a m e n) w as a dir e ct or fr o m 1 J ul y 2 0 1 6 
t o d at e.  

3 5 8.  Mr T h o ms o n w as t h e C E O of L C F. H e s ai d i n his e vi d e n c e t h at h e w as t h e o nl y tr u e 
e x e c uti v e dir e ct or u ntil mi d -2 0 1 8. B ut Mr T h o ms o n als o s ai d i n his e vi d e n c e t h at t h e 
ot h er dir e ct ors w er e e q u all y r es p o nsi bl e f or l e n di n g d e cisi o ns. T h e d o c u m e nt ar y r e c or d 
s h o ws t h at Mr T h o ms o n si g n e d t h e v ari o us l o a n a gr e e m e nt s  wit h t h e b orr o w ers a n d 
a p pr o v e d dr a w d o w n r e q u ests. T h e d o c u m e nts d o n ot s u p p ort Mr T h o ms o n’s c o nt e nti o n 
t h at t h e ot h er dir e ct ors m a d e a n y i n d e p e n d e nt l e n di n g d e cisi o ns. Alt h o u g h Mr T h o ms o n 
s u g g est e d t h a t Mr H uis a m e n w as i n c h ar g e of m o nit ori n g b orr o w ers, t h er e is n o e vi d e n c e 
t h at L C F r e vi e w e d t h e fi n a n ci al p ositi o n or p erf or m a n c e of it s b orr o w ers. I fi n d t h at Mr 
T h o ms o n w as i n c h ar g e of all si g nifi c a nt l e n di n g d e cisi o ns a n d c ert ai nl y k n e w a b o ut 
t h e m. 

3 5 9.  Mr H uis a m e n b e c a m e a n e m pl o y e e of L C F i n J a n u ar y 2 0 1 6 ( a n d a dir e ct or i n J ul y 2 0 1 6). 
H e w as a p p oi nt e d fr o m J a n u ar y 2 0 1 6 as t h e c o m pli a n c e offi c er of L C F. H e h a d 
pr e vi o usl y w or k e d at S e nti e nt C a pit al, a n a d vis or y fir m.  

3 6 0.  H e w as a n a ut h oris e d p er s o n f or t h e p ur p os es of s e cti o n 2 1 of t h e Fi n a n ci al S er vi c es a n d 
M ar k ets A ct 2 0 0 0. T h at pr o visi o n r e q uir e s  t h e c o nt e nts of a n y c o m m u ni c ati o n w hi c h is 
a n i n vit ati o n or i n d u c e m e nt t o e n g a g e i n i n v est m e nt a cti vit y t o b e m a d e b y or a p pr o v e d 
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b y a n a ut h oris e d p ers o n. H e t h er ef or e h a d t h e r ol e of c o nfir mi n g t h at L C F’s 
c o m m u ni c ati o ns wit h t h e p u bli c c o m pli e d wit h t h e a p pli c a bl e F C A r ul es.  

3 6 1.  It w as c o m m o n gr o u n d t h at Mr H uis a m e n h as s u bs e q u e ntl y b e e n s a n cti o n e d b y t h e F C A. 
B ut t h at h a p p e n e d w ell aft er t h e c oll a ps e of L C F , a n d I d o n ot dr a w a n y i nf er e n c es fr o m 
it i n t his j u d g m e nt. 

3 6 2.  I n his e vi d e n c e , Mr T h o ms o n  s ai d t h at Mr H uis a m e n w as i n c h ar g e of ris k c o m pli a n c e, 
o v ersi g ht of S ur g e, fi n a n ci al pr o m oti o ns, o v er si g ht of b orr o w ers a n d r e g ul at or y 
r e p orti n g. I h a v e alr e a d y e x pl ai n e d t h at t h er e is n o e vi d e n c e of a n y s yst e m of fi n a n ci al 
m o nit ori n g of t h e b orr o w ers. Mr T h o ms o n w as i n c h ar g e of all l e n di n g d e cisi o ns.  

3 6 3.  Mr H uis a m e n h a d gi v e n a p pr o v al  f or t h e c o nt e nt of L C F’s c o m m u ni c ati o n s f or t h e b o n d 
iss u es w hil e h e w as at S e nti e nt , b ef or e j oi ni n g L C F as a dir e ct or.  

3 6 4.  Mr H uis a m e n v ett e d e xt er n al c o m m u ni c ati o ns b y L C F r el ati n g t o t h e b o n ds. H e r e vi e w e d 
t h e I nf or m ati o n M e m or a n d a, t h e w e bsit e a n d t h e br o c h ur es p u bli s h e d o n it. H e als o 
li st e n e d t o s a m pl es of c all s of S ur g e e m pl o y e es a n d r e vi e w e d w e b c h at tr a ns cri pts. T h e 
c o m m u ni c ati o ns b et w e e n hi m a n d S ur g e w er e e xt e nsi v e  a n d d et ail e d . I h a v e s p e cifi c all y 
r e vi e w e d t h e t a bl e of c o m m u ni c ati o ns r eli e d o n b y t h e S ur g e D ef e n d a nts i n t h eir cl osi n g 
s u b missi o ns.  

3 6 5.  T h e s e s h o w  t h e f oll o wi n g: Mr H uis a m e n a cti v el y e n g a g e d wit h S ur g e t hr o u g h o ut it s 
r el ati o ns hi p wit h L C F. Mr C ar el ess  w a nt e d hi m t o w or k o n Bl a c k m or e’s b o n ds ; Mr 
H uis a m e n  a p pr o v e d t h e s cri pt of m ar k eti n g vi d e os ; h e a p pr o v e d t h e c o nt e nt of t h e 
w e bsit e ; h e o v ers a w a c all m o nit ori n g s yst e m a n d fr o m 4 A u g ust 2 0 1 6 h a d a c c ess t o all 
of S ur g e’s c all m o nit ori n g ; h e li st e n e d t o c all s fr o m e a c h a c c o u nt m a n a g er t wi c e a m o nt h 
fr o m 1 7 A u g ust 2 0 1 6; on 2 8 J ul y 2 0 1 6 h e as k e d t o s e e all t h e t e m pl at es us e d b y S ur g e ; 
h e c o nfir m e d o n 1 2 J a n u ar y 2 0 1 7 t h at h e w as ulti m at el y r es p o nsi bl e f or si g ni n g off t h e 
m at eri als us e d b y S ur g e fr o m a c o m pli a n c e p ers p e cti v e ; o n 2 4 A pril 2 0 1 7 h e c o nfir m e d 
t h at S ur g e’s m ar k eti n g c o m m u ni c ati o ns w er e i n or d er; i n M a y 2 0 1 7 h e a p pr o v e d 
t e m pl at e l ett ers us e d b y S ur g e; o n 2 7 J ul y 2 0 1 7 h e r ej e ct e d s o m e a m e n d m e nts pr o p os e d 
b y Ms V e n n; h e d e alt wit h q u esti o ns fr o m S ur g e st aff o n 2 4 A u g ust 2 0 1 7 r e g ar di n g t h e 
c o nt e nt a n d w or di n g of m ar k eti n g m at eri als; a n d o n 2 0 M ar c h 2 0 1 8 h e pr o vi d e d a c c o u nt 
m a n a g ers wit h a d o c u m e nt c o nt ai ni n g Q & As.  I s h all r et ur n t o his i n v ol v e m e nt b el o w. 

Dis c ussi o ns wit h a u dit ors a b o ut t h e S a n ct u ar y l o a n a gr e e m e nt  

3 6 6.  T his t o pi c is c o n v e ni e ntl y a d dr ess e d at t hi s st a g e,  as t h er e w er e r el e v a nt c o m m u ni c ati o ns 
a b o ut it i n t h e c o urs e of t h e a u dit of L C F’s a c c o u nts t o 3 0 A pril 2 0 1 5.  

3 6 7.  T h e li mit u n d er t h e S A F E -S a n ct u ar y l o a n a gr e e m e nt w as £ 6 7 5, 0 0 0. B y A pril 2 0 1 5 , 
S a n ct u ar y P C C o w e d al m ost £ 1. 3 milli o n t o S A F E.  

3 6 8.  I n O ct o b er  2 0 1 5 , S A F E ( b y n o w c all e d L C F) w as b ei n g a u dit e d b y Oli v er Cli v e & C o. 
O n 2 2  O ct o b er  2 0 1 5 t h e y as k e d Mr T h o ms o n f or a c o p y of t h e l o a n a gr e e m e nt wit h 
S a n ct u ar y P C C . T h e y als o as k e d f or a n e x pl a n ati o n of w h y t h e m o n e y l o a n e d t o 
S a n ct u ar y P C C  w as b ei n g p ai d t o O n e M o n d a y.  

3 6 9.  O n 2 3  O ct o b er  2 0 1 5 Ms M a d d o c k ( w h o w a s h el pi n g Mr T h o ms o n c o m pil e t h e 
i nf or m ati o n) s e nt hi m a c o p y of t h e si g n e d 1 O ct o b er  2 0 1 3 a gr e e m e nt.  
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3 7 0.  S h ortl y aft er w ar ds , Mr T h o ms o n e m ail e d t h e a u dit ors s a yi n g t h at Ms M a d d o c k h a d s ai d 

t h at s h e di d n ot h a v e a c o p y of t h e a gr e e m e nt a n d t h at h e w as o ut of t h e offi c e. I fi n d t h at 
h e r e ali s e d t h at s e n di n g o v er t h e 1 O ct o b er  2 0 1 3 a gr e e m e nt w o ul d h a v e r ais e d h ar d 
q u esti o ns, as t h e l e n di n g w as b e y o n d t h e li mit.  

 
3 7 1.  Mr T h o ms o n t h e n cr e at e d ( or c a us e d t o b e cr e at e d) a b a c k d at e d l o a n a gr e e m e nt d at e d 2  

O ct o b er  2 0 1 3 wit h a li mit of £ 2  milli o n . Mr T h o ms o n pr o vi d e d a v ersi o n, si g n e d o n it s 
f a c e b y Mr T h o ms o n a n d Mr P e a c o c k , t o L C F’s a u dit ors o n 2 6 O ct o b er  2 0 1 5.  

 
3 7 2.  I fi n d t h at Mr T h o ms o n di d t hi s t o gi v e t h e f als e i m pr essi o n t o Oli v er Cli v e & C o t h at 

S a n ct u ar y P C C’s b orr o wi n g w as wit hi n t h e f a cilit y li mit a gr e e d wit h S A F E. It w as 
cr e at e d t o d e c ei v e t h e a u dit ors.  

 
3 7 3.  Mr T h o ms o n s ai d i n his or al e vi d e n c e t h at d o c u m e nts (s u c h as t hi s o n e) w er e r o uti n el y 

b a c k d at e d i n n o c e ntl y t o r e c or d w h at h a d alr e a d y b e e n a gr e e d. I r ej e ct t hi s  e x pl a n ati o n . 
Mr T h o ms o n d eli b er at el y wit h h el d t h e a ct u al a gr e e m e nt ( of 1  O ct o b er  2 0 1 3) fr o m t h e 
a u dit ors a n d r e pl a c e d  it wit h t h e f or g e d v ersi o n ( d at e d 2 O ct o b er  2 0 1 3) s o h e c o ul d 
pr et e n d t h at t h e b orr o wi n g w as wit hi n a gr e e d li mits. H e k n e w h e w as d e c ei vi n g t h e 
a u dit ors a n d t h at w h at h e w as d oi n g w as n ot i n n o c e nt . 

 
3 7 4.  Mr T h o ms o n als o s ai d i n his e vi d e n c e t h at t h e i n cr e as e t o £ 2 milli o n  h a d b e e n or all y 

a gr e e d o nl y a f e w w e e ks aft er t h e ori gi n al f a cilit y a gr e e m e nt; a n d t h at t h e ori gi n al f a cilit y 
a gr e e m e nt h a d b e e n l ost a n d t h at h e h a d s o u g ht t o r e c o nstr u ct t h e r e vis e d a gr e e m e nt i n 
2 0 1 5. T his o n -t h e-h o of a c c o u nt w as p ai nf ull y p o or . T h e ori gi n al h a d cl e arl y n ot b e e n 
l ost. Ms M a d d o c k s e nt it t o Mr T h o ms o n o n 2 3 O ct o b er  2 0 1 5, a n h o ur b ef or e h e t ol d t h e 
a u dit ors it c o ul d n ot b e f o u n d. T h e b a c k d at e d a gr e e m e nt (f or £ 2 milli o n ) w as d at e d 2  
O ct o b er  2 0 1 3 , w hi c h is o nl y o n e d a y aft er t h e a ct u al a gr e e m e nt (f or £ 6 7 5, 0 0 0) a n d Mr 
T h o ms o n w as u n a bl e t o e x pl ai n h o w t h e li mit c o ul d h a v e g o n e u p m or e t h a n t hr e e  ti m es 
i n a si n gl e d a y. I fi n d t h at Mr T h o ms o n d eli b er at el y li e d a b o ut t hi s e pis o d e. As w ell as 
s h o wi n g hi m t o b e a c as u al li ar, it als o d e m o nstr at es his r e a d i n ess t o cr e at e f or g eri es wit h 
t h e i nt e nti o n of mi sl e a di n g a u dit ors. B ot h t h e n a n d as a wit n ess, h e w as pr e p ar e d t o s a y 
a n yt hi n g h e t h o u g ht mi g ht a d v a n c e his c as e . 

 
L C F’s a c c o u nts f or t h e p eri o d e n d e d 3 0 A pril 2 0 1 5  
 
3 7 5.  O n 9  N o v e m b er  2 0 1 5 L C F pr o d u c e d a c c o u nts f or t h e p eri o d e n d e d 3 0 A pril 2 0 1 5 , a u dit e d 

b y  Oli v er Cli v e.  

3 7 6.  T h e Dir e ct ors R e p ort, si g n e d b y Mr T h o ms o n,  st at e d t h at t h e pri n ci p al a cti vit y of t h e 
c o m p a n y w as t h e r aisi n g a n d l e n di n g of f u n ds.  

3 7 7.  T h e i n c o m e st at e m e nt s h o w e d t ur n o v er f or t h e y e ar e n d e d  3 1  M ar c h 2 0 1 5 of £ 1 8 2, 6 1 0 
a n d pr ofit of £ 2 9, 2 9 4. F or t h e p eri o d e n d e d 3 0 A pril 2 0 1 5 t ur n o v er w as £ 1 4, 0 7 2 a n d 
pr ofit £ 7 8 2.  

3 7 8.  T h e st at e m e nt of fi n a n ci al p ositi o n s h o w e d n et ass ets of £ 4 0, 9 4 4 as at 3 0 A pril 2 0 1 5.  

3 7 9.  T ur n o v er w as d es cri b e d i n t h e n ot es as “i nt er est r e c ei v a bl e ”.  

3 8 0.  B o n ds o utst a n di n g w er e s h o w n as £ 1, 1 9 3, 3 7 4.  
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T h e B o n ds iss u e d b y L C F  

3 8 1.  L C F iss u e d  b o n ds u n d er a n u m b er of s eri es  wit h v ari o us d ur ati o ns. T h er e w er e 1 1  s eri es 
of b o n ds a n d 4 s eri es of I S A b o n ds.   

3 8 2.  T h e y ar e s h o w n i n t h e f oll o wi n g t a bl e  (pr e p ar e d b y Dr O k o n g w u ). 

     
( 1) ( 2) ( 3) ( 4) ( 5) ( 6) ( 7) 

S eri es 1 B o n ds  2 0 1 3  £  N/ A  N/ A  N/ A %  N/ A  N/ A %  

S eri es 2 B o n ds  S e p 2 0 1 3 - J a n 2 0 1 6 N/ A  1, 2 a n d 3 y e ars  8. 5 0  Q u art erl y  2 1. 8  
S eri es 3 B o n ds  D e c 2 0 1 5 - O ct 2 0 1 8  2 5, 0 0 0, 0 0 0  1 y e ar  3. 9 0  P a y a bl e o n r e d e m pti o n 4 1. 8  
S eri es 4 B o n ds  N o v 2 0 1 5 - D e c 2 0 1 8  2 5, 0 0 0, 0 0 0  2 y e ars  6. 5 0  S e mi a n n u all y  2 5. 3  
S eri es 5 B o n ds  D e c 2 0 1 5 - F e b 2 0 1 7  2 5, 0 0 0, 0 0 0  3 y e ars  8. 0 0  Q u art erl y  2 1. 5  
S eri es 6 B o n ds  F e b 2 0 1 6 - D e c 2 0 1 8  2 5, 0 0 0, 0 0 0  2 y e ars  6. 5 0  P a y a bl e o n r e d e m pti o n 2 5. 4  
S eri es 7 B o n ds  J a n 2 0 1 6 - D e c 2 0 1 8  2 5, 0 0 0, 0 0 0  3 y e ars  8. 0 0  P a y a bl e o n r e d e m pti o n  2 1. 0  
S eri es 8 B o n ds  F e b 2 0 1 7 - S e p 2 0 1 7  2 5, 0 0 0, 0 0 0  3 y e ars  8. 0 0  Q u art erl y  2 1. 5  
S eri es 9 B o n ds  F e b 2 0 1 4 - S e p 2 0 1 5  7 0 0, 0 0 0  5 y e ars  1 1. 0 0  A n n u all y  2 1. 4  
S eri es 1 0 B o n ds  A u g 2 0 1 7 - D e c 2 0 1 8  5 0, 0 0 0, 0 0 0  3 y e ars  8. 0 0  Q u art erl y  2 1. 5  
S eri es 1 1 B o n ds  J u n 2 0 1 8 - D e c 2 0 1 8  5 0, 0 0 0, 0 0 0  5 y e ars  8. 9 5  A n n u all y  1 8. 1  

S eri es 1 I S A B o n ds  D e c 2 0 1 7 - J ul 2 0 1 8 5 0, 0 0 0, 0 0 0  3 y e ars  8. 0 0  Q u art erl y  2 1. 5  
S eri es 2 I S A B o n ds  D e c 2 0 1 7 - D e c 2 0 1 8  5 0, 0 0 0, 0 0 0  2 y e ars  6. 5 0  S e mi a n n u all y  2 5. 3  
S eri es 3 I S A B o n ds  J u n 2 0 1 8 - D e c 2 0 1 8  5 0, 0 0 0, 0 0 0  5 y e ars  8. 9 5  A n n u all y  1 8. 1  
S eri es 4 I S A B o n ds  J u n-2 0 1 8 –  D e c 2 0 1 8  5 0, 0 0 0, 0 0 0  3 y e ars  8. 0 0  Q u art erl y  2 1. 5  

    

3 8 3.  C ol u m n ( 1) is t h e n a m e of t h e s eri es. C ol u m n ( 2) is t h e p eri o d o v er w hi c h e a c h s eri es  
w as  s ol d. C ol u m n ( 3) is t h e a m o u nt off er e d  u n d er t h e s eri es . Co l u m n ( 4) is t h e t e n or of 
t h e b o n d. C ol u m n ( 5) is t h e c o u p o n. C ol u m n ( 6) is t h e p a y m e nt d at es of t h e c o u p o n . 
C ol u m n ( 7) r e pr es e nts t h e a n n u ali s e d r at e of r et ur n t h at w o ul d h a v e h a d t o b e c h ar g e d b y 
L C F t o b orr o w ers t o m at c h t h e li a biliti es t o p a y pri n ci p al a n d c o u p o ns t o b o n d h ol d ers . It 
is c al c ul at e d b y ad di n g a m ar gi n of 1. 7 5 % t o t h e c o u p o n p a y a bl e t o b orr o w ers , usi n g t h e 
p a y m e nt fr e q u e n c y a n d r e d e m pti o n d at e f or t h e v ari o us s eri es.  ( As e x pl ai n e d b el o w, L C F 
r e pr es e nt e d t h at it w as a d di n g t hi s m ar gi n t o it s o ut w ar d l o a ns.) T h e r at e of r et ur n  t a k es 
a c c o u nt of t h e a m o u nt t h at b orr o w ers w o ul d h a v e t o r e p a y t o m e et t h e 2 5 % f e e p a y a bl e 
t o S ur g e ( or 2 2. 5 % i n t h e c as e of t h e S eri es 1 1 a n d S eri es 3 I S A b o n ds). T h es e fi g ur es 
i g n or e t h e 2 % arr a n g e m e nt f e e c h ar g e d b y L C F t o b orr o w ers, s o t h e r e q uir e d r at e of 
r et ur n w o ul d h a v e b e e n  hi g h er.  

T h e pr of essi o n als li st e d i n t h e I Ms 

3 8 4.  M ost of t h e I nf or m ati o n M e m or a n d a ( “th e I Ms ”) b y w hi c h t h e b o n ds w er e m ar k et e d 
r ef err e d t o pr of essi o n als.  

3 8 5.  T h e I M f or S eri es 2 i n cl u d e d a l ett er fr o m B uss M urt o n d at e d 2 0 J ul y 2 0 1 5. 

3 8 6.  T h e I M f or S eri es 3 st at e d t h at it w as a p pr o v e d f or t h e p ur p os es of s e cti o n 2 1 of F S M A 
b y S e nti e nt C a pit al. T h e s oli cit ors t o t h e c o m p a n y w er e st at e d as B uss M urt o n a n d t h e 
s oli cit ors t o t h e f u n dr aisi n g w er e L e wis Sil ki n L L P. T h e a c c o u nt a nts w er e Oli v er Cli v e. 
T h e s e c urit y tr ust e e w as G S T, a n d t h e p a y m e nt s er vi c es pr o vi d er w as G C E N.  

3 8 7.  T h e s a m e d et ail s a p p e ar e d i n t h e I Ms f or Seri es 4  t o 8 .  
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3 8 8.  S eri es 1 0 still c arri e d t h e n a m e of S e nti e nt o n it s c o v er,  b ut S e nti e nt w as n ot r ef err e d t o 
i n t h e t e xt. Ot h er wis e , t h e a d vis ors w er e t h e s a m e.  

3 8 9.  Fr o m S eri es 1 1 , S e nti e nt ’ s n a m e n o l o n g er a p p e ar e d, a n d E Y w er e  li st e d as t h e a u dit ors. 
T h e I S A b o n d I Ms g a v e t h e s a m e d et ails as t h e S eri es 1 1 I M.  

3 9 0.  L e wis Sil ki n r e vi e w e d t h e t e xt of t h e v ari o us I Ms. I w as n ot h o w e v er t a k e n t o e vi d e n c e 
s h o wi n g i n a n y d et ail t h e pr o c ess t h at w as u n d ert a k e n. N or di d I h e ar fr o m a n y wit n ess es 
fr o m L e wis Sil ki n. T h er e w as n o e vi d e n c e t o s h o w t h at t h e a u dit ors p arti ci p at e d i n  t h e 
pr o d u cti o n or r e vi e w of t h e I Ms .  

St at e m e nts m a d e t o b o n d h ol d ers 

3 9 1.  I n p ar a 7 of t h e R e -r e-r e-a m e n d e d P arti c ul ars  of  Cl ai m ( “t h e R R R A P O C ”)  t h e Cl ai m a nts 
all e g e t h at, i n or d er t o i n d u c e m e m b ers of t h e p u bli c t o b e c o m e b o n d h ol d ers , L C F 
r e pr es e nt e d t h at: 

( 1) M o n e y r ais e d  fr o m b o n d h ol d ers  w o ul d b e l e nt b y L C F t o n u m er o us u n c o n n e ct e d 
s m all a n d m e di u m si z e d e nt er pris es i n t h e U K ( or, fr o m ar o u n d A u g ust 2 0 1 7, U K 
b usi n ess es) i n ar m’s l e n gt h tr a ns a cti o ns.  

( 2) B ef or e a gr e ei n g t o m a k e a n y l o a n t o a n y pr os p e cti v e b orr o w er, L C F c o n d u ct e d d u e 
dili g e n c e t o s ati sf y it s elf t h at t h e b orr o w er w o ul d b e a bl e t o p a y i nt er est o n t h e l o a n 
a n d t o r e p a y t h e pri n ci p al a m o u nt of t h e l o a n o n m at urit y . 

( 3) L C F g e n er at e d i n c o m e t o c o v er it s o v er h e a ds a n d t o p a y i nt er est o n t h e b o n ds  b y 
c h ar gi n g b orr o w ers a o n e -off f e e e q u al t o 2 % of t h e a m o u nt of t h e l o a n a n d i nt er est 
i n t h e r e gi o n of 1 0 % p er a n n u m o n t h e a m o u nt of t h e l o a n u ntil m aj orit y. 

( 4) L C F o nl y l e nt s u ms  t o cr e dit w ort h y b orr o w ers w hi c h w er e est a blis h e d s m all a n d 
m e di u m si z e d e nt er pris e s ( or, fr o m ar o u n d A u g u st 2 0 1 7, U K b usi n ess es) wit h a 
str o n g p a y m e nt c o v e n a nt . 

( 5) N o s u ms  w er e e v er ( n or e v er w o ul d b e) a d v a n c e d t o a n y b orr o w er b ef or e t h e 
e x e c uti o n of a l e g all y bi n di n g l o a n a gr e e m e nt b et w e e n L C F a n d t h e b orr o w er.  

( 6) E v er y pri or l o a n h a d b e e n ( a n d e v er y f ut ur e l o a n w o ul d b e ) f ull y s e c ur e d b y 
d e b e nt ur es a n d ot h er s e c urit y a gr e e m e nts i n f a v o ur of L C F o v er ass ets of t h e 
b orr o w er wit h t h e v al u e m at eri al l y i n e x c ess of t h e a m o u nt of t h e l o a n. 

( 7) B o n d h ol d ers ’ i nt er ests w o ul d b e pr ot e ct e d b y a n i n d e p e n d e nt s e c urit y tr ust e e 
w hi c h h a d n o c o n n e cti o n wit h L C F or a n y of it s b orr o w ers.  

( 8) A n i n v est m e nt b y b o n d h ol d ers  i n B o n ds w as a s e c ur e i n v est m e nt w hi c h w a s 
c a p a bl e of g e n er ati n g hi g h r et ur ns, oft e n i n t h e r e gi o n of 8 % p er a n n u m or hi g h er.  

3 9 2.  T h e Cl ai m a nts c o nt e n d t h at t h es e r e pr es e nt ati o ns w er e e x pr essl y or i m pli e dl y m a d e i n 
t h e I Ms a n d br o c h ur es . T h e y als o r el y o n st at e m e nts m a d e i n t el e p h o n e c all s or m e eti n gs 
or vi a L C F’s w e bsit e.  

3 9 3.  I n cl osi n g s u b missi o ns,  t h e Cl ai m a nts gr o u p e d t h e all e g e d r e pr es e nt ati o ns i n a sli g htl y 
diff er e nt or d er. T his s e cti o n c o nt ai ns m y fi n di n gs a b o ut t h es e all e g ati o ns.  
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3 9 4.  T h e first gr o u p w as a s eri es of all e g e d r e pr es e nt ati o ns a b o ut t h e v al u e of L C F’s s e c urit y .  

3 9 5.  I a m s ati sfi e d t h at L C F r e pr es e nt e d t h at t h e v al u e of s e c urit y s u bst a nti all y e x c e e d e d t h e 
a m o u nt of it s l o a ns, w hi c h w er e a c c or di n gl y f ull y s e c ur e d. L C F’s first i nf or m ati o n 
m e m or a n d u m st at e d t h at “ L C & F ar e off eri n g t o pr o vi d e ass et s e c urit y t o 1 5 0 % of t h e 
v al u e of all m o ni es r ais e d ”. L C F als o s ai d t h at “l o a ns m a d e b y L C & F will h a v e a 
m a xi m u m v al u e of 7 5 % of t h e v al u e of t h e ass ets o v er w hi c h s e c urit y is gr a nt e d ”. T his 
r e pr es e nt ati o n w as r e p e at e d i n e v er y i nf or m ati o n m e m or a n d u m fr o m s eri e s 3 o n w ar ds, 
i n cl u di n g i n all t h e I S A b o n d s eri es. It w as als o c o nt ai n e d i n e v er y L C F br o c h ur e ( “ n o 
m or e t h a n 7 5 % l o a n t o v al u e ”) . I a m s ati sfi e d t h at t h er e w as a r e pr es e nt ati o n t h at l o a ns 
w o ul d n ot e x c e e d 7 5 % of t h e v al u e of s e c urit y.  

3 9 6.  L C F als o m a d e s p e cifi c st at e m e nts a b o ut t h e v al u e  of t h e ass ets w hi c h it s ai d s e c ur e d  
L C F’s l e n di n g. F or e x a m pl e, o n a b o ut  9  F e br u ar y 2 0 1 7 , L C F’s w e bsit e w a s u p d at e d t o 
s a y t h at L C F h a d s e c urit y o v er ass ets w ort h m or e t h a n £ 2 1 5 milli o n ( “ T ot al v al u e of 
s e c urit y h el d e x c e e ds £ 2 1 5 m ”). L C F a d v ertis e d i n th e Ti m es o n 3 M a y 2 0 1 7 st ati n g, 
“ V al u e of s e c urit y £ 2 1 5 m, L o a n t o v al u e r ati o 2 5. 9 % ” . Mr T h o ms o n a p pr o v e d t hi s i n 
a d v a n c e. T his a d v ert a p p e ar e d s u bs e q u e ntl y i n th e Fi n a n ci al Ti m es, th e T el e gr a p h a n d 
th e Ti m es.   

3 9 7.  Mr T h o ms o n als o t ol d S ur g e ’s e m pl o y e es t h at t h e y c o ul d t ell pr os p e cti v e b o n d h ol d ers 
t h at L C F h a d s e c urit y o v er ass ets w ort h m or e t h a n £ 2 1 5 milli o n. T h e fi g ur es r el a y e d b y 
S ur g e  t o b o n d h ol d ers  i n cr e as e d o v er ti m e, ulti m at el y t o £ 6 8 5 milli o n  (s e e e. g. e m ail of 
2 6  O ct o b er  2 0 1 8 fr o m Mr P hilli ps t o Dr L a w) .  

3 9 8.  T h e s e c o n d gr o u p of all e g e d r e pr es e nt ati o ns c o n c er ne d  d u e dili g e n c e a b o ut it s b orr o w ers.  

3 9 9.  I a m s ati sfi e d t h at L C F r e pr es e nt e d t h at it w as p erf or mi n g r o b ust d u e dili g e n c e b ef or e 
m a ki n g a n y l o a ns, s u c h t h at it w as pr o p erl y s ati sfi e d t h at b orr o w ers w o ul d b e a bl e t o 
r e p a y a n y l o a ns a n d i nt er est, a n d t h at L C F o nl y l e nt s u ms  t o cr e dit w ort h y b orr o w ers.  

4 0 0.  As t o t hi s, t h e first L C F i n v est m e nt m e m or a n d u m  st at e d, “[i]n a d diti o n t o t h e p h ysi c al 
s e c urit y i d e ntifi e d, L C & F will c o n d u ct a f ull fi n a n ci al r e vi e w of e v er y a p pli c ati o n ” a n d 
“if r e q uir e d will r et ai n t h e s er vi c es of M o or e St e p h e ns a n d B a k er Till y t o pr o vi d e f urt h er 
fi n a n ci al a n al ysi s pri or t o a n y d e cisi o n t o l e n d b ei n g m a d e ”. L at er I Ms s ai d t h at f ull d u e 
dili g e n c e w as b ei n g c arri e d o ut ( “ L C & F h as c h os e n t o t a k e a m or e h a n ds -o n a p pr o a c h t o 
it s l o a n c o m mit m e nts n ot o nl y b y c o n d u cti n g f ull d u e dili g e n c e pri or t o l e n di n g b ut als o 
wit h t h e o n -g oi n g m o nit ori n g of t h e l o a ns it m a k es ”) a n d t h at a fi n a n ci al r e vi e w of e a c h 
b orr o w er  w as c o n d u ct e d pri or t o l e n di n g d e cisi o ns ( “ W h e n a c o m p a n y i s r ef err e d t o 
L C & F, it s b orr o wi n g a p pli c ati o n a n d ass o ci at e d fi n a n ci als a n d ass ets will u n d er g o a f ull 
fi n a n ci al r e vi e w, l e n di n g ass ess m e nt a n d, if r e q uir e d, a f urt h er fi n a n ci al a n al ysi s vi a a n 
i nd e p e n d e nt a c c o u nt a nt a n d or s ur v e y or will b e u n d ert a k e n pri or t o a n y d e cisi o n t o l e n d 
b ei n g m a d e ”) .  

4 0 1.  T h e r e vi e w pr o c ess w as s ai d t o i n cl u d e a n u m b er of el e m e nts, i n cl u di n g a “r e vi e w of 
hist ori c al fi n a n ci al i nf or m ati o n … o v er t h e l ast t hr e e y e ars ” a n d “ a n a p pr ai s al of pr o p ert y 
ass ets … b y a n i n d e p e n d e nt s ur v e y or ”. L C F w as s ai d o nl y t o “ m a k e l o a ns t o U K 
b usi n ess es t h at it c o nsi d ers cr e dit w ort h y, t h at m e et L C & F’s l e n di n g crit eri a a n d t h at h a v e 
r e ali sti c a n d r o b ust r e p a y m e nt pr o p os als.”   

4 0 2.  T h e I Ms f or t h e I S A b o n ds c o nt ai n e d t h e s a m e st at e m e nts.  
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4 0 3.  T h e st at e m e nts i n L C F’s br o c h ur es w er e  s u bst a nti all y t h e s a m e, st ati n g t h at L C F o nl y 
l e nt t o “ cr e dit w ort h y ” b usi n ess es wit h “r e ali sti c a n d r o b ust r e p a y m e nt pr o p os als ” a n d 
t h at L C F “ e n d e a v o ur e d t o cr e at e m ulti-l a y ers of s e c urit y a n d s af e g u ar ds t o pr ot e ct B o n d 
H ol d ers’ c a pit al, w hi c h r a n g e fr o m u pfr o nt a n d o n g oi n g d u e dili g e n c e o n pr os p e cti v e 
b orr o w ers t o t a ki n g c h ar g es o v er b orr o w ers’ ass et s ” .  

4 0 4.  Pr os p e cti v e b o n d h ol d ers w er e als o t ol d b y S ur g e t h at L C F c o n d u ct e d  d u e dili g e n c e a n d 
w o ul d o nl y l e n d t o cr e dit w ort h y b orr o w ers . E x a m pl es ar e: “ E v er y c o m p a n y w e l o a n t o 
h as t o g o t hr o u g h a v er y stri ct l e n di n g crit eri a b ef or e w e w o ul d c o nsi d er l o a ni n g t o t h e m ” , 
a n d  “ O ur mi ni m u m l o a n a m o u nt is h alf a milli o n p o u n ds s o it’s q uit e b ul k y, t h at m e a ns 
w e d o n’t l e n d t o st art -u p c o m p a ni es d u e t o t h e ris k. T h e y h a v e t o b e est a blis h e d 
c o m p a ni es wit h a tr a c k r e c or d, g o o d cr e dit r ati n gs ” .  

4 0 5.  S ur g e ’s s al es t e a m  e m pl o y e d a p pr o v e d s cri pts  st ati n g t h at L C F a p pli e d “ stri ct l e n di n g 
crit eri a ” a n d w as “ c urr e ntl y r ej e cti n g o v er 6 0 % of c o m p a ni es t h at a p pl y ”. T h e y s ai d t h at 
L C F o nl y m a d e l o a ns t o est a blis h e d c o m p a ni es wit h a g o o d cr e dit hist or y: “ w e h a v e a 
stri ct l e n di n g crit eri a b ef or e l e n di n g t a k es pl a c e ( N o st art u p c o m p a ni es, t h e y m ust h a v e 
b e e n est a blis h e d f or at l e ast 3 y e ars a n d m ust h a v e a g o o d cr e dit hist or y) ” . L C F w as s ai d 
t o h a v e “ stri ct l e n di n g crit eri a ” : “ W e ar e a c or p or at e fi n a n ci er a n d w e l en d m o n e y t o 
s m all/ m e di u m si z e b usi n ess es. W h e n w e d o s o w e h a v e a stri ct l e n di n g crit eri a ”; “ W e 
h a v e n e v er h a d a d ef a ult d u e t o o ur stri ct l e n di n g crit eri a ”; “ W e h a v e a v er y stri ct l e n di n g 
crit eri a a n d ar e c urr e ntl y r ej e cti n g o v er 6 0 % of t h e c o m p a ni es t h at  a p pr o a c h us ” .  

4 0 6.  T h e t hir d gr o u p of all e g e d r e pr es e nt ati o ns c o n c er n e d  l e n di n g t o n u m er o us u n c o n n e ct e d 
S M Es . 

4 0 7.  L C F st at e d i n it s I M t h at it s b usi n ess w as t o l e n d t o S M Es. T h e h e a di n g “ S u m m ar y of 
L C & F’s b usi n ess ” w as f oll o w e d b y t h e h e a di n g “ S o ur c es of fi n a n c e f or S M Es ”. L C F’s 
m at eri als all b e g a n wit h a n e x pl a n ati o n of t h e r e q uir e m e nt f or fi n a n c e i n t h e S M E m ar k et. 
T h e y e x pl ai n e d t h at L C & F’s b usi n ess w as l e n d i n g t o S M Es ( “ T h e Dir e ct ors of L C & F 
b eli e v e t h at t h e dis p arit y b et w e e n t h e d e m a n d f or fi n a n c e fr o m S M Es a n d t h e a v ail a bilit y 
of t h at fi n a n c e h as cr e at e d a n o p p ort u nit y f or L C & F a n d pri v at e i n v est ors ”) ; a n d t h at 
L C F m et l e n di n g d e m a n d i n t h e S M E m ar k et ( “ L C & F h as d e v el o p e d a b u si n ess m o d el 
w h er e b y it … pr o vi d es pri v at e i n v est ors t h e o p p ort u nit y t o e ar n r et ur ns b y i n v esti n g t h e 
b o n ds iss u e d b y L C & F a n d it e n a bl es L C & F t o h el p m e et t h e l e n di n g d e m a n d fr o m t h e 
S M E s e ct or ” ).  

4 0 8.  It w e nt o n, “ L C F h as s p e nt t h e l ast t w o y e ars  s u c c essf ull y pr o vi n g  t hi s c o n c e pt o n a s m all 
s c al e. T h e Dir e ct ors b eli e v e L C & F is n o w r e a d y t o e x p a n d its o p er ati o ns b y iss ui n g m or e 
b o n ds i n or d er t o r ais e a d diti o n al fi n a n c e t h er e b y e n a bli n g it t o i n cr e as e t h e n u m b er a n d 
v al u e of l o a ns it m a k es t o t h e S M E s e ct or.  L C F h as, usi n g t h e n et w or k  of  c o nt a cts it s 
Dir e ct ors h a v e d e v el o p e d o v er t h eir c ar e ers, b e e n a bl e t o d e v el o p  r el ati o ns hi ps wit h 
n u m er o us pr of essi o n als i n t h e fi n a n ci al, a c c o u nti n g  a n d l e g al pr of essi o n s a n d it is 
c o nfi d e nt t h at, usi n g t h e s e r el ati o ns hi ps, it will b e a bl e t o s o ur c e a d diti o n al l e n di n g 
o p p ort u nit y w hi c h will e n a bl e it t o d e pl o y t h e pr o c e e ds of f urt h er b o n d is s u es a n d t h at 
t h e l o a ns arisi n g fr o m t h os e l e n di n g o p p ort u niti es c a n b e m a d e t o S M Es o n c o m m er ci all y 
c o m p etiti v e t er ms ” .  

4 0 9.  I n a d diti o n,  t h e s al es t e a m  at S ur g e  t ol d t h e p u bli c t h at t h er e w er e n u m er o us l o a ns. F or 
i nst a n c e: 
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i. Mr T h o ms o n h a d c o nfir m e d t o Mr R uss ell -M ur p h y  o n  3  A u g ust 2 0 1 6 , w h e n 
a ns w eri n g “t h e p oi nt s t h e A M’s [ a c c o u nt m a n a g ers] h a v e r ais e d ”, t h at t h er e w er e 
“ ar o u n d 1 2 0 l o a ns c urr e ntl y iss u e d ”.  

ii. T h e d o c u m e nts s h o w t h at L C F’s r e pr es e nt ati v es t ol d S ur g e ’s s al es t e a m  i n or 
ar o u n d J u n e 2 0 1 7 t h at L C F w as l e n di n g t o ar o u n d 1 5 0 c o m p a ni es.  

iii. T h er e w as a p ost o n M o n e y S a vi n g E x p ert o n 1 1 J ul y 2 0 1 7 w hi c h s ai d t h at t h e 
m ar k eti n g t e a m cl ai m e d  t h at L C F h a d l e nt a p pr o xi m at el y £ 1 5 milli o n  t o 
a p pr o xi m at el y 1 2 0 S M Es.  

i v. T h at t hi s w as p art of t h e s al e s i nf or m ati o n is c o nfir m e d b y t h e r e a cti o n of m e m b ers 
of S ur g e ’s s al es f or c e t o r e c ei vi n g L C F ’s 2 0 1 7 a n n u al r e p ort  i n F e bru ar y 2 0 1 8  
( e x pl ai n e d f urt h er b el o w). Ms B al d o c k s e nt a n e m ail o n 2 0 F e br u ar y 2 0 1 8 s a yi n g 
t h at t h e y h a d b e e n q u oti n g l e n di n g t o h u n dr e ds of cli e nts. I fi n d t h at S ur g e ’s 
s al esf or c e h a d b e e n t elli n g m e m b ers of t h e p u bli c t h at t h er e w er e at l e ast 1 2 0 ( a n d 
p ossi bl y c. 1 5 0) b orr o wi n g c o m p a ni es si n c e J u n e 2 0 1 7.  

v.  T his i s s u p p ort e d b y t h e e m ail fr o m Ms V e n n of 2 1 F e br u ar y  2 0 1 8 w hi c h s ai d t h at 
t h e s al esf or c e h a d c o nti n u e d usi n g t h e i nf or m ati o n gi v e n b y Mr T h o ms o n i n M a y 
2 0 1 6, i n cl u di n g t h at t h er e w er e 1 2 1 l o a ns.  

4 1 0.  I fi n d t h at t h e n at ur al a n d o b vi o us m e a ni n g of L C F’s st at e m e nts a b o ut l e n di n g o n 
c o m m er ci all y c o m p etiti v e t er ms i n t h e S M E m ar k et w as t h at L C F w as l e n di n g t o 
n u m er o us u n c o n n e ct e d S M E b orr o w ers p urs u a nt t o ar m’s l e n gt h tr a ns a cti o ns . As alr e a d y 
e x pl ai n e d L C F r e pr es e nt e d t h at it h a d “stri ct l e n di n g crit eri a ” f or d e ali n g wit h 
“ a p pli c ati o ns ” ( “ L C & F will c o n d u ct a f ull fi n a n ci al r e vi e w of e v er y a p pli c ati o n ”; “ W h e n 
a c o m p a n y is r ef err e d t o L C & F, it s b orr o wi n g a p pli c ati o n a n d ass o ci at e d fi n a n ci als a n d 
ass ets wil l un d er g o a f ull fi n a n ci al r e vi e w ”) . I fi n d t h at t h e n at ur al a n d or di n ar y m e a ni n g 
of t h es e w or ds w as t h at L C F w as l e n di n g t o n u m er o us c o m m er ci al e ntiti e s w hi c h w er e 
n ot c o n n e ct e d wit h  L C F, w hi c h is w h y L C F i n vit e d a n d c o nsi d er e d l e n di n g a p pli c ati o ns . 

4 1 1.  C o u ns el f or Mr T h o ms o n c o nt e n d e d t h at t h e w or ds “ i n d e p e n d e nt”  a n d “ ar m’s l e n gt h ”  
w er e n ot us e d i n t h e I Ms or ot h er c o m m u ni c ati o n s. T his is c orr e ct. B ut t h e o b vi o us a n d 
n at ur al i m pr essi o n gi v e n b y w h at w as st at e d w as t h at b orr o w ers w o ul d m a k e 
a p pli c ati o ns, w o ul d h a v e t o g o t hr o u g h a ri g or o us d u e dili g e n c e pr o c ess a n d m e et stri ct 
l e n di n g crit eri a –  i n s h ort, w o ul d -b e  ar m’s  l e n gt h, u n c o n n e ct e d b orr o w ers. T his 
i m pr essi o n w as s u p p ort e d b y t h e c o m m u ni c ati o ns t h at m a n y of t h e c o m p a ni es w h o h a d 
a p pr o a c h e d L C F  a n d  h a d b e e n r ej e ct e d.  

4 1 2.  T h e m att er m a y b e ass ess e d  b y as ki n g w h et h er a  r e a d er of L C F’s c o m m u ni c ati o ns w o ul d 
h a v e s u p p os e d t h at it w o ul d b e o p e n t o L C F t o a d v a n c e m o n e y t o a c o n n e ct e d c o m p a n y 
i n w hi c h it s C E O h a d a b e n efi ci al i nt er est, a n d w h er e t h e ot h er b e n efi ci al o w n ers h a d 
b e e n a n d c o nti n u e d t o b e his cl os e b usi n ess ass o ci at es. T h e r ef er e n c es t o l e n di n g o n 
c o m m er ci al t er ms , stri ct l e n di n g crit eri a, d u e dili g e n c e , a n d m o nit ori n g of b orr o w ers, 
cr e at e d a cl e ar i m pr essi o n of l e n di n g t o i n d e p e n d e nt ar m’s l e n gt h b orr o w er s.  

4 1 3.  T h e n e xt gr o u p of all e g e d r e pr es e nt ati o ns c o n c er n e d  t h e t er ms o n w hi c h l e n di n g w o ul d 
b e m a d e.  
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4 1 4.  I a m s ati sfi e d t h at L C F r e pr es e nt e d t h at n o s u ms  h a d b e e n or w o ul d b e a d v a n c e d t o a n y 
b orr o w er b ef or e t h e e x e c uti o n of a l e g all y bi n di n g l o a n a gr e e m e nt a n d s e c urit y 
d o c u m e nts b et w e e n L C F a n d t h e b orr o w er .  

4 1 5.  L C F’s I Ms st at e d t h at L C F n e v er a d v a n c e d l o a ns wit h o ut p utti n g si g n e d l o a n a n d s e c urit y 
a gr e e m e nts i n pl a c e ( “I n v est or f u n ds … will o nl y b e r e mitt e d t o b orr o w ers w h e n all l o a n 
d o c u m e nts a n d s e c urit y ar e i n pl a c e ”; “ O n c e a p ot e nti al B orr o wi n g C o m p a n y h as b e e n 
ass ess e d as cr e dit w ort h y, a gr e e d s e c urit y is t a k e n a n d l e g al  d o c u m e nts ar e pr e p ar e d a n d 
si g n e d. O nl y w h e n all l e g al a n d s e c urit y d o c u m e nt ati o n h as b e e n c o m pl et e d t o L C & F’s 
s ati sf a cti o n, will f u n ds b e tr a nsf err e d t o t h e B orr o wi n g C o m p a n y ”) . T h e s a m e 
r e pres e nt ati o ns w er e c o nt ai n e d i n t h e I Ms f or t h e I S A b o n d s eri es a n d  i n L C F’s 
br o c h ur es .  

4 1 6.  L C F als o t ol d pr os p e cti v e b o n d h ol d ers t h at L C F’s l o a ns w o ul d b e s u bj e ct t o bi n di n g 
s e c urit y. F or i nst a n c e:  “ T h e ass et b a c k e d as p e ct pr ot e cts t h e l o a n m o n e y. S o f or e v er y 
l o a n w e iss u e, w e t a k e a l e g all y bi n di n g first c h ar g e o v er ass ets”; “ F or e a c h l o a n t h at w e 
iss u e, w e t a k e a l e g all y bi n di n g first c h ar g e”; “ A s s e c urit y a g ai nst t h e l o a n, w e t a k e a 
l e g all y bi n di n g first c h ar g e o v er ass ets w ort h at l e ast 2 5 % m or e t h at t h e l o a n v al u e ”. 
S ur g e ’s s al es t e a m  oft e n r ef err e d t o t h e pr es e n c e of s e c urit y .  

4 1 7.  T h e n e xt gr o u p of all e g e d r e pr es e nt ati o ns c o n c er n e d  t h e e xist e n c e of a n i n d e p e n d e nt 
s e c urit y tr ust e e.  

4 1 8.  I a m s atisfi e d t h at L C F r e pr es e nt e d t h at t h e s e c urit y f or t h e l e n di n g w o ul d b e h el d b y a n 
“i n d e p e n d e nt s e c urit y tr ust e e ”, i. e. o n e w hi c h h a d n o c o n n e cti o n wit h L C F or  it s 
b orr o w ers .  

4 1 9.  L C F’s br o c h ur es cl ai m e d t h at t h e s e c urit y w o ul d b e h el d b y a n “i n d e p e n d e nt s e c urit y 
tr ust e e ”. 

4 2 0.  S ur g e ’s s al es t e a m  als o st at e d t h at t h er e w as a n i n d e p e n d e nt s e c urit y tr ust e e. Ms B al d o c k 
t ol d pr os p e cti v e i n v est or s o n 3 D e c e m b er 2 0 1 5 , “ All b o n d h ol d er f u n ds ar e pr ot e ct e d b y 
a n i n d e p e n d e nt s e c urit y tr ust e e w h o m a n a g es t h e s e c urit y h el d f or t h e i n v est or ”.  Mr All e n 
of S ur g e  t ol d pr os p e cti v e i n v est ors o n 1 3 J u n e 2 0 1 6 , “ A n i n d e p e n d e nt s e c urit y tr ust e e, 
Gl o b al S e c urit y Tr ust e es Lt d, h ol ds a c h ar g e o v er all L C F’s ass ets (t o i n cl u d e a n y n e w 
s e c urit y L C F t a k es f or a d diti o n al l o a ns m a d e) w hi c h it h ol ds o n b e h alf of all b o n d 
h ol d ers ”.  

4 2 1.  T h es e st at e m e nts w er e als o i n cl u d e d i n a n L C F f a ct s h e et, w hi c h Mr R us s ell -M ur p h y  
cir c ul at e d t o S ur g e ’s s al es t e a ms o n 4  J a n u ar y 2 0 1 6  a n d a g ai n o n 1 4  J a n u ar y 2 0 1 6 : 
“ T h es e ass ets ar e t h e n h el d i n t h e f or m of a d e b e nt ur e b y Gl o b al S e c urit y Tr ust e e’s, a 
t hir d p art y c o m p a n y w h o e ns ur es t h er e is al w a ys a d e q u at e s e c urit y i n pl a c e t o pr ot e ct t h e 
b o n d h ol d ers ” . 

4 2 2.  T h er e ar e n u m er o us e x a m pl es of S ur g e ’s s al es t e a m  t elli n g pr os p e cti v e i n v est ors a b o ut 
t h e r ol e of t h e i n d e p e n d e nt tr ust e e, a m o n g ot h er t hi n gs. Mr R uss ell -M ur p h y  e m ail e d 
pr os p e cti v e i n v est ors t o t ell t h e m a b o ut t h e “t hir d p art y ” G S T , “ w h o e ns ur es t h er e is 
al w a ys a d e q u at e s e c urit y i n pl a c e t o pr ot e ct t h e b o n d h ol d ers ” .  

4 2 3.  T h e fi n al gr o u p of all e g e d r e pr es e nt ati o ns c o n c er n e d  t h e b usi n ess m o d el of L C F.  



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

6 7  
 

4 2 4.  L C F m a d e n u m er o us r e pr es e nt ati o ns a b o ut t h e r el ati o ns hi p b et w e e n it s l e n di n g a cti viti es 
a n d it s g e n er ati o n of i n c o m e, w hi c h g a v e t h e i m pr essi o n t h at L C F w as a g e n ui n e l e n di n g 
b usi n ess.  L C F r e pr es e nt e d t h at it g e n er at e d i n c o m e a n d pr ofit fr o m l e n di n g a cti vit i es, t o 
e n a bl e it t o p a y hi g h r et ur ns, b as e d o n it s l e n di n g t o s m all a n d m e di u m si z e d e nt er pris es 
i n t h e U K a n d t h at s u ms  i n v est e d b y b o n d h ol d ers w er e c a p a bl e of g e n er ati n g hi g h r et ur ns. 
I als o fi n d t h at it r e pr es e nt e d t h at li a biliti es t o e xisti n g b o n d h ol d ers w er e b ei n g p ai d fr o m 
i n c o m e g e n er at e d fr o m t h os e l e n di n g a cti viti es . I fi n d t h at t h es e r e pr es e nt ati o ns f all 
wit hi n t h e pl e a di n gs i n R R R A P O C s u b -p ar a s 7  ( 3), ( 4), a n d ( 8) . T his fi n di n g is b as e d o n 
t h e f oll o wi n g st at e m e nts: 

i. T h e first L C F I M st at e d t h at “ pr o visi o n of fi n a n c e t o r e gi o n al b usi n ess 
d e v el o p m e nt will … pr o vi d e a s e c ur e hi g h r at e of r et ur n f or i n v est ors ”. S u bs e q u e nt 
I Ms st at e d, “I n c o m e is g e n er at e d b y c h ar gi n g a B orr o wi n g C o m p a n y l e n di n g f e es 
of 2 % a n d m a ki n g a n i nt er est 't ur n' o n t h e f u n ds L C & F l e n ds ” . I n ot h er w or ds, 
L C F’s l e n di n g a cti viti es g e n er at e d pr ofit s: “t h e i nt er est p a y a bl e p urs u a nt t o t h es e 
l o a ns is s uffi ci e nt t o e n a bl e L C & F t o s er vi c e it s o bli g ati o ns p urs u a nt t o t h e b o n ds 
iss u e d b y it a n d t o g e n er at e a profit f or L C & F. ”  

ii. T h e s a m e st at e m e nts a p p e ar e d i n t h e I Ms f or t h e I S A b o n d s eri es a n d br o c h ur es 
( “[ L C F’s] pri n ci p al a cti vit y is t o i d e ntif y o p p ort u niti es i n str u ct ur e d fi n a n c e wit hi n 
t h e U K S M E s e ct or a n d t o g e n er at e i n c o m e vi a l o a n i nt er est a n d ass o ci at e d f e es ”; 
“ T o c o nti n u e t o gr o w a pr ofit a bl e c o m m er ci al l o a n  b usi n ess t o m e et t h e i n cr e asi n g 
d e m a n d of s u c c essf ul, b ut c as h -st ar v e d U K S M Es ”).  

iii. Pr os p e cti v e b o n d h ol d ers w er e t ol d t h at L C F’s i n c o m e c a m e fr o m it s l e n di n g 
a cti vit i es. S ur g e ’s s al es f or c e st at e d  at v ari o us ti m es , “ W e m a k e o ur m o n e y t hr o u g h 
t h e l e n di n g si d e of t h e b u si n ess, n ot fr o m i n v est ors ”; “ W e m a k e o ur m o n e y s ol el y 
fr o m t h e c or p or at e l o a ns t h at w e m a k e t o c o m p a ni es ”; “ w e m a k e o ur m o n e y o n t h e 
l o a ns w e iss u e ”; “ C urr e ntl y, o ur l o a n b o o k is a p pr o xi m at el y 1 0 0 S M Es ”.  

i v. It w as st at e d r e p e at e dl y t h at L C F c h ar g e d t h es e b orr o w ers hi g h i nt er est r at es, w hi c h 
e n a bl e d L C F t o p a y hi g h i nt er est r at es t o b o n d h ol d ers. F or i nst a n c e:  “ L C F's 
b usi n ess m o d el is t o t h e n l e n d t h e b o n d f u n ds o ut t o c o m p a ni es at a pr e mi u m r at e ”; 
“It is b e c a us e of t h e i nt er est r at es c h ar g e d t o o ur b orr o w ers w e ar e a bl e t o p ass o n 
t h e b e n efits t o o ur i n v est ors ”; “ W e ar e a c or p or at e fi n a n ci er, l o a ni n g m o n e y t o U K 
b usi n ess es at ar o u n d 1 2 -2 0 % o n a v er a g e ”; “ W e t y pi c all y c h ar g e b orr o w ers 
b et w e e n 1 2 % a n d 2 0 % p er y e ar  w hi c h m e a ns w e ar e a bl e t o p ass o n hi g h er i nt er est 
r at es t o o ur i n v est ors ”.  

v.  T h e ris k t o i n v est ors w as s ai d t o b e a bi g dr o p i n t h e v al u e of t h e s e c urit y c o m bi n e d 
wit h n u m er o us d ef a ult s. T his w as p r es e nt e d as a t h e or eti c al or hi g hl y i m pl a usi bl e 
ris k: “ M at h e m ati c all y it’s p ossi bl e … B ut w e w o ul d ar g u e it is hi g hl y u nli k el y ” . 
“ A w orst -c as e s c e n ari o ”; “ hi g hl y u nli k el y, b ut t e c h ni c all y p ossi bl e ” .  

vi.  Mr R uss ell -M ur p h y  s p e cifi c all y r e pr es e nt e d t h at L C F’s b o n ds w er e a s e c ur e 
i n v est m e nt a n d t h at it h a d a s u c c essf ul l e n di n g b u si n ess. H e s ai d t h at L C F al w a ys 
t o o k a p ers o n al g u ar a nt e e fr o m t h e b orr o w er’s o w n ers a n d  t h at t h e i n d e p e n d e nt 
s e c urit y c o m p a n y m o nit or e d t h e v al u e of t h e s e c urit y t o e ns ur e t h at it w as a d e q u at e 
t o c o v er L C F’s l o a n b o o k. Mr R uss ell -M ur p h y  als o s ai d t h at L C F w a s “f ull y 
a ut h oris e d a n d a p pr o v e d b y t h e fi n a n ci al c o n d u ct a ut h orit y ” .  
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vii.  Mr R uss ell -M ur p h y  s ai d t h at L C F w as al w a ys fl o o d e d wit h a p pli c ati o ns f or l o a ns 
fr o m it s n et w or k of br o k ers a n d fi n a n ci al a d vis or s a n d  t h at L C F’s l e n di n g t e a m 
w er e t h er ef or e a bl e t o “ c h err y pi c k t h e b est of t h e b u n c h ” . H e als o s ai d L C F w as 
l e n di n g t o h u n dr e ds of diff er e nt b usi n esses  t o di v ersif y ris k. H e s ai d t h at t h es e 
l o a ns w er e s h ort-t er m l o a ns, t y pi c all y m or e t h a n 6 m o nt hs b ut n o l o n g er t h a n 1 2 
m o nt hs .  

4 2 5.  I als o fi n d t h at L C F r e pr es e nt e d b y t h es e st at e m e nts (b y i m pli c ati o n ) t h at t h e o nl y c h ar g es 
t o b orr o w ers w er e t h e o n e-off 2 % f e e a n d i nt er est o n t h e l o a n –  w hi c h w as r e pr es e nt e d 
t o b e 1 2 % -2 0 % . L C F di d n ot dis cl os e t h e 2 5 % f u n d -r aisi n g f e e w hi c h w as p ass e d o n t o 
b orr o w ers as e x pl ai n e d a b o v e.  

4 2 6.  C o u ns el f or Mr T h o ms o n s u b mitt e d t h at t h e r e pr es e nt ati o ns c o nt ai n e d i n L C F’s 
c o m m u ni c ati o ns w er e n ot pr o p erl y i d e ntifi e d i n t h e pl e a di n gs. I d o n ot t hi n k t h er e is 
a n yt hi n g i n t hi s. I n m y j u d g m e nt e a c h of t h e r e pr es e nt ati o ns I h a v e f o u n d t o b e 
est a blis h e d f alls  wit hi n p ar a gr a p h  7 of t h e R R R A P O C.  

R e c or ds m ai nt ai n e d b y L C F  

4 2 7.  Mr T h o ms o n  e x pl ai n e d i n his e vi d e n c e t h at L C F m o nit or e d it s l o a ns a n d t h e v al u e of t h e 
u n d erl yi n g ass ets i n a s eri es of s pr e a ds h e ets. Mr T h o ms o n  r eli e d o n t h e s e i n cl osi n g 
s u b missi o ns .  

4 2 8.  O n e gr o u p of s pr e a ds h e ets s et s o ut t h e a m o u nt s l e nt t o t h e b orr o wi n g c o m p a ni es a n d 
li st e d t h e s p e cifi c dr a w d o w ns. T h e s pr e a ds h e ets s h o w e d t h e gr oss a m o u nt b orr o w e d 
( w hi c h i n cl u d e d t h e 2 5 % p a y a bl e t o S ur g e), a n d t h e n et f u n ds s e nt t o t h e b orr o w ers. T his 
w as n ot i n r e alit y p art of a m o nit ori n g pr o c ess. T h e  s pr e a ds h e ets  si m pl y r e c or d e d t h e 
a m o u nt s o wi n g.  

4 2 9.  A n ot h er gr o u p of s pr e a ds h e ets s h o w e d t h e s e c urit y p ositi o n f or t h e b orr o w ers. T h es e s et 
o ut v al u es f or t h e s e c urit y (i n cl u di n g s o m e t h e v al u es r ef err e d t o e arli er i n t his j u d g m e nt 
a n d w hi c h I h a v e f o u n d w er e (t o Mr T h o ms o n’s k n o wl e d g e) o v er -i nfl at e d).  

4 3 0.  T h er e w er e als o s o m e s pr e a ds h e ets c o nt ai ni n g pr ofit a n d l oss f or e c ast s. F or i nst a n c e, 
t h er e w as a s pr e a ds h e et f or t h e “ W at ersi d e Pr oj e ct ”  f or t h e f oll o wi n g 6 y e ars. T his 
i n cl u d e d fi g ur es, i n cl u di n g n et s al es r e c ei pt s of c.  £ 8  milli o n  i n y e ar  1 , c. £ 3. 4  milli o n  i n 
y e ar 2, c.  £ 8. 8  milli o n  i n y e ar 3, a n d c. £ 2 5  milli o n  i n y e ar 4. T h e pr oj e cti o ns w er e f or a n 
a m biti o us b uil di n g a n d r ef ur bis h m e nt pr oj e ct  at L a k e vi e w , i n cl u di n g n e w l o d g es a n d t h e 
h ot el , w hi c h w as t o st art i m m e di at el y. Mr T h o ms o n  k n e w t h at t h es e d e v el o p m e nts w er e  
n ot i n f a ct t a ki n g pl a c e. T his s pr e a ds h e et is t h er ef or e b as e d o n a d e v el o p m e nt w hi c h Mr 
T h o ms o n k n e w h a d n ot o c c urr e d a n d w as n ot i m mi n e nt.  

4 3 1.  T h er e w as als o a s pr e a ds h e et a p p e ari n g t o s h o w 1 0 p ot e nti al b orr o w ers , i n cl u di n g 
El ysi a n  R G L . T h e t ot al pr o p os e d a p p e ars t o b e c.  £ 3. 6  milli o n . T h e y i n cl u d e a bl o o dst o c k 
b usi n ess  a n d a g ol d b usi n ess . T h es e l o a ns di d n ot h o w e v er o c c ur . T h er e is n o e vi d e n c e 
as t o t h eir c o n n e cti o ns , if a n y, t o Mr G ol di n g  or Mr H u m e -K e n d all  ( ot h er t h a n El ysi a n 
R G L  –  s e e f urt h er b el o w).  T h e d et ails a b o ut t h e pr o p os e d b orr o w ers ar e  n e gli gi bl e . 

4 3 2.  T h es e s pr e a ds h e ets r e c or d v er y r u di m e nt ar y i nf or m ati o n. T h e y d o n ot j ustif y Mr 
T h o ms o n’s  s u b missi o n t h at L C F w as pr o p erl y k e e pi n g tr a c k of t h e i n v est m e nts it h a d 
m a d e. T h er e w as n o m e a ni n gf ul a n al ysi s i n t h e m of t h e fi n a n ci al p ositi o n or p erf or m a n c e 
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of t h e b orr o w ers or of t h eir a bilit y t o r e p a y. T h er e w as  n o i nf or m ati o n e x pl ai ni n g h o w 
t h e b orr o w ers w er e t o m e et t h eir i nt er est o bli g ati o ns u n d er t h e l o a ns. T h e s e c urit y v al u es 
w er e  b as e d o n t h e i n a d e q u at e i nf or m ati o n alr e a d y a d dr ess e d a b o v e. As e x pl ai n e d t h er e, 
n o pr o p er l e n di n g b usi n ess w o ul d h a v e r eli e d o n t h e v ari o us r e p orts a n d v al u ati o n 
d o c u m e nts s u p pli e d t o L C F : t h e y w er e n ot R e d B o o k v al u ati o ns; t h e y w er e n ot a d dr ess e d 
t o L C F s o t h at L C F c o ul d r el y o n t h e m; t h e y w er e oft e n dr afts; t h e y c o nt ai n e d u n r e ali sti c 
ass u m pti o ns ; a n d t h e y w er e oft e n m et h o d ol o gi c all y fl a w e d. All t h at w o ul d h a v e b e e n 
o b vi o us t o Mr T h o ms o n w h o h a d a b a n ki n g b a c k gr o u n d.   

I ntr o d u cti o n t o t h e S P A tr a ns a cti o ns u n d er w hi c h p a y m e nts w er e m a d e t o Mr T h o ms o n,  Mr 
a n d Mrs H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g   

4 3 3.  As alr e a d y e x pl ai n e d, a s u bst a nti al pr o p orti o n of t h e m o n e y a d v a n c e d t o b orr o w ers b y 
L C F w as us e d t o m a k e p a y m e nts t o Mr T h o ms o n,  t h e H u m e-K e n d all s, Mr B ar k er  a n d 
Mr G ol di n g  ( a n d ot h ers). T h es e p a y m e nts w er e m a d e u n d er v ari o us s al e a n d p ur c h as e 
a gr e e m e nts or S P As . T h es e h a v e b e e n c all e d t h e L a k e vi e w S P A, t h e El ysi a n S P A, t h e 
Pri m e S P A, t h e L P T S P A a n d t h e L P E S P A. S o m e of t h es e c o nsist of m or e t h a n o n e p art.  

4 3 4.  T h e r el e v a nt D ef e n d a nts s a y t h at t h es e w er e g e n ui n e c o m m er ci al tr a ns a cti o ns f or t h e s al e 
a n d p ur c h as e of v al u a bl e ass ets a n d t h at, t o t h e e xt e nt t h e y r e c ei v e d p a y m e nts, t hi s w as 
t h e pri c e p ai d u n d er t h e d e als.  

4 3 5.  T h e Cl ai m a nts c o nt e n d  t h at t h e S P As w er e n ot g e n ui n e c o m m er ci al d e als , b ut w er e 
c o m pl e x d e vi c es, c o nstr u ct e d t o c o n c e al t h e mi s a p pr o pri ati o n of f u n ds b y t h e r e ci pi e nts.  

4 3 6.  T h e f oll o wi n g s e cti o ns a d dr ess e a c h of t h e S P As a n d t h e s u ms w hi c h w er e r e c ei v e d b y 
t h e r el e v a nt D ef e n d a nts u n d er t h e m.   

T h e L a k e vi e w S P A  

4 3 7.  T h e L a k e vi e w S P A w as e x e c ut e d o n 2 7 J ul y 2 0 1 5 (t h o u g h n o si g n e d c o p y h as b e e n 
dis cl os e d ).  

4 3 8.  U n d er t h e L a k e vi e w S P A, t h e s h ar es i n L C C L w er e s ol d t o L o n d o n Tr a di n g & 
D e v el o p m e nt Gr o u p  Li mit e d  ( L o n d o n Tr a di n g) f or £ 2, 1 0 5, 2 6 3. 1 0.  

4 3 9.  B y t h at d at e, th e l e g al o w n ers of t h e s h ar es w er e Mr T h o ms o n a n d Mrs H u m e -K e n d all . 
T h e b e n efi ci al i nt er est s i n t h e s h ar es wer e  at t h at ti m e h el d f or Mr G ol di n g  ( 7 1. 2 5 %), t h e 
H u m e -K e n d all s (2 3. 7 5 %) a n d Mr T h o ms o n ( 5 %). T h e Cl ai m a nts c o nt e n d e d t h at t h e 
2 3. 7 5 % w as h el d b y Mrs H u m e -K e n d all f or Mr H u m e -K e n d all b ut it is u n n e c ess ar y t o 
r e a c h a c o n cl usi o n o n t hi s is s u e. 

4 4 0.  I a m h o w e v er s ati sfi e d, w h at e v er t h e o w n ers hi p p ositi o n b et w e e n t h e m, Mr H u m e -
K e n d all  m a d e d e cisi o ns a b o ut t h e H u m e -K e n d all s h ar e h ol di n g a n d  s e e ms t o h a v e d o n e 
s o wit h o ut t h e pri or i n v ol v e m e nt of Mrs H u m e -K e n d all . I s h all pr o c e e d o n t h e b asis t h at 
t h e H u m e-K e n d all s r e g ar d e d t h e 2 3. 7 5 % as t h eir pr o p ert y.  

4 4 1.  I n A pril 2 0 1 5 Mr H u m e -K e n d all  a n d Mr G ol di n g  w er e c o nsi d eri n g s ell i n g t h e s h ar es i n 
L C C L t o a c o m p a n y c o ntr oll e d b y t h e m . I niti all y it w as i nt e n d e d t h at Mr T h o ms o n a n d 
Mrs H u m e -K e n d all  w o ul d s ell t h eir s h ar es i n L C C L t o L o n d o n Tr a di n g f or £ 6. 7 5 milli o n, 
t o b e p ai d b y l o a n n ot es r e p a y a bl e i n 8 y e ars. 
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4 4 2.  I als o fi n d t h at it w as u n d erst o o d b y t h e r el e v a nt D ef e n d a nts t h at t h e m o n e y t o p a y f or 
t h e s ha r e p ur c h as es w as g oi n g t o c o m e fr o m L C F (t hr o u g h l o a ns). T h er e w as n o ot h er 
a nti ci p at e d s o ur c e f or it.  T his u n d erst a n di n g w as i n d e e d r e c or d e d i n t h e G ol di n g -S H K 
A gr e e m e nt, of w hi c h Mr H u m e -K e n d all , Mr G ol di n g , Mr B ar k er , Mr S e d g wi c k  a n d Mr 
T h o ms o n w er e a w ar e.  

4 4 3.  H o w e v er, it w as s u bs e q u e ntl y d e ci d e d t h at s m all er s u ms ( £ 1. 5 milli o n t o Mr G ol di n g , 
a n d £ 7 5 0, 0 0 0 t o Mr T h o ms o n a n d Mrs H u m e -K e n d all ) w o ul d b e p ai d i n a s h ort er p eri o d . 
T h e pr o p os e d pri c e w as t h e n r e vis e d a g ai n t o £ 2, 1 0 5, 2 6 3. 1 0, o n t h e b asis t h at Mr G ol di n g  
w o ul d r e c ei v e £ 1. 5 milli o n f or his s h ar e of 7 1. 2 5 %, Mrs H u m e -K e n d all  w o ul d r e c ei v e 
£ 5 0 0, 0 0 0 a n d Mr T h o ms o n w o ul d r e c ei v e £ 1 0 5, 2 6 3. 1 5 . T his w as e m b o di e d i n t h e 
L a k e vi e w S P A.   

4 4 4.  Mr S e d g wi c k  pr e p ar e d t h e dr afts of t h e L a k e vi e w S P A. Mr T h o ms o n w as pr o vi d e d  wit h 
dr afts a n d e m ails a b o ut it. H e k n e w t h at t h e s h ar es i n L C C L w er e b ei n g s ol d i n r et ur n f or 
l o a n n ot es iss u e d b y L o n d o n Tr a di n g. H e e x e c ut e d t h e L a k e vi e w S P A a s o n e of t h e 
s ell ers.  

4 4 5.  Mr G ol di n g  w as als o a w ar e of t h e d e cisi o n t o s ell t h e s h ar es i n L C C L . H e w as of c o urs e 
t h e m aj orit y b e n efi ci al o w n er of t h e L C C L s h ar es, a n d n o d e cisi o n w o ul d or c o ul d h a v e 
b e e n t a k e n wit h o ut his a p pr o v al . O n 1 5 J ul y 2 0 1 5 Mr S e d g wi c k  pr e p ar e d a m e m o f or Mr 
G ol di n g e x pl ai ni n g t h e t h e n pr o p os e d tr a ns a cti o n.  

4 4 6.  Mr G ol di n g  w as a w ar e of t h e t er ms of t h e L a k e vi e w S P A as t h e m aj or b e n efi ci al o w n er  
of L C C L . H e w as pr o vi d e d wit h dr afts  of t h e a gr e e m e nt b y Mr S e d g wi c k , Mr T h o ms o n 
a n d Mr B ar k er . 

4 4 7.  N o n e of t h e D ef e n d a nts h as dis cl os e d a si g n e d c o p y of t h e L a k e vi e w S P A, b ut t h e 
c o nt e m p or a n e o us d o c u m e nts s h o w t h at it w as e x e c ut e d a n d t h at, as p a y m e nt, l o a n n ot es 
w er e iss u e d t o Mr T h o ms o n a n d Mrs H u m e -K e n d all  o n  2 7 J ul y 2 0 1 5.  

4 4 8.  I a m s ati sfi e d t h at t h er e w as n o c o m m er ci all y j ustifi a bl e b asis f or t h e c o nsi d er ati o n 
p a y a bl e b y L o n d o n Tr a di n g i n r et ur n f or t h e s h ar es i n L C C L.  

i. T h e ass ets h el d b y L C C L w er e w ort h b et w e e n £ 4 milli o n a n d £ 4. 5 5 milli o n  at t h at 
d at e . I d o n ot t hi n k a n y of t h e r el e v a nt D ef e n d a nts b eli e v e d t h at t h e m ar k et v al u e 
w as hi g h er t h a n t h at  at t h at d at e .  

ii. T h e o nl y  r e p ort w hi c h m e nti o n e d a hi g h er v al u e w as t h e G V A r e p ort of D e c e m b er 
2 0 1 4 f or I nt er n ati o n al R es orts. B ut t h e £ 1 2. 4  milli o n  v al u e w as o n t h e s p e ci al 
ass u m pti o n t h at t h e pr o p os e d b usi n ess pl a n w o ul d b e a c hi e v e d i n f ull a n d wit h o ut 
d el a y. T h at h a d n ot a n d w as n ot g oi n g t o h a p p e n. T h e ot h er v al u e ( of £ 7. 1 5  milli o n ) 
w as o n t h e b asis t h at L C C L o w n e d 2 6 l o d g es, w h e n it i n f a ct o w n e d o nl y ni n e . All 
of t h e r el e v a nt D ef e n d a nt s k n e w t h es e f a cts.  

iii. At t h e ti m e L C C L  h a d li a biliti es of £ 6. 5 milli o n, i n cl u di n g £ 1 milli o n t o Mr 
G ol di n g , £ 1. 4 milli o n t o Ort us, a n d £ 4. 1 milli o n t o L U KI.  

i v. I a m s ati sfi e d t h at L C C L’s li a biliti es e x c e e d e d it s ass ets , a n d it s s h ar es w er e  
w ort hl ess .  
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v.  E v e n t a ki n g t h e v al u ati o n at £ 7. 1 5  milli o n  ( w hi c h I d o n ot t hi n k a n y of t h e p arti es 
i n f a ct c o nsi d er e d r eli a bl e ) t h e n et ass ets w o ul d n ot h a v e e x c e e d e d c. £ 6 5 0, 0 0 0.  

4 4 9.  I a m s atisfi e d t h at Mr T h o ms o n a n d Mr G ol di n g k n e w t h es e f a cts.  

4 5 0.  T h er e is n o e vi d e n c e t h at t h er e w as a n y n e g oti ati o n of t h e pri c e  of t h e s h ar e s .  

4 5 1.  I a m s ati sfi e d t h at it w as n ot a c o m m er ci all y j ustifi a bl e d e al . I a m als o s ati sfi e d t h at t h e 
r el e v a nt D ef e n d a nts di d n ot t hi n k it w as c o m m er ci all y j ustifi a bl e. It w as a m e a ns f or 
e xtr a cti n g v al u e fr o m t h e o w n ers hi p of t h e s h ar es a n d m a ki n g p a y m e nt s t o t h e r el e v a nt 
D ef e n d a nts p ers o n all y.  

4 5 2.  T h e b u y er of t h e L C C L s h ar es u n d er t h e L a k e vi e w S P A w as L o n d o n Tr a di n g. As of  8 
J ul y 2 0 1 5 , th e s h ar es i n L o n d o n Tr a di n g w er e h el d b y I nt er n ati o n al R es orts P art n ers hi p 
L L P, w hi c h h el d t h os e s h ar es o n tr ust f or Mr G ol di n g  ( 7 1. 2 5 %), Mr H u m e -K e n d all  
( 2 3. 7 5 %) a n d Mr T h o ms o n ( 5 %). T his i s s h o w n b y a tr ust d e e d d at e d 8 J ul y 2 0 1 5.  

4 5 3.  I fi n d t h at, at a b o ut t h e ti m e of t h e L a k e vi e w S P A, a n a gr e e m e nt or arr a n g e m e nt w as 
r e a c h e d b et w e e n t h e r el e v a nt D ef e n d a nts t h at t h e s h ar es i n L o n d o n Tr a di n g w o ul d b e 
b e n efi ci all y h el d b et w e e n Mr G ol di n g  (as t o 4 5 %), Mr H u m e -K e n d all  ( 4 5 %), Mr 
T h o ms o n ( 5 %) a n d Mr B ar k er  ( 5 %) o n c e t h e L C C L tr a ns a cti o n h a d c o m pl et e d. B ut it 
w as als o a gr e e d t h at t h e c o nsi d er ati o n u n d er t h e L a k e vi e w S P A w o ul d b e p ai d a c c or di n g 
t o t h e ol d r ati os ( 7 1. 2 5 %, 2 3. 7 5 %, 5 %, wit h n ot hi n g f or Mr B ar k er ). T his is s h o w n b y 
t h e t er ms of t h e G ol di n g -S H K A gr e e m e nt  (s e e a b o v e). 

4 5 4.  T h e Cl ai m a nts c o nt e n d t h at t h er e w as t h er ef or e n o c h a n g e i n t h e i d e ntit y of t h e b e n efi ci al 
o w n ers of t h e s h ar es i n L C C L . T h e y s a y t h at it w as a s al e b y t h e b e n efi ci al o w n ers t o 
t h e ms el v es. I fi n d t h at t hi s is br o a dl y, b ut n ot pr e cis el y , c orr e ct. Mr T h o ms o n a n d Mr 
G ol di n g  h a d a b e n efi ci al i nt er est i n L C C L s h ar es b ef or e t h e s al e a n d c o nti n u e d t o h a v e a 
b e n efi ci al i nt er est i n L C C L aft er t h e s al e , b ut Mr G ol di n g ’s i nt er est i n L o n d o n Tr a di n g 
w as r e d u c e d, t h e H u m e -K e n d all s’ i nt er est i n cr e a s e d, a n d Mr B ar k er  w as g i v e n a 5 % 
i nt er est. W h at c a n b e s ai d is t h at t h e s a m e ass o ci at e d gr o u p of i n di vi d u als w as i nt er est e d 
b ef or e a n d aft er t h e s ale of t h e s h ar es . 

4 5 5.  Mr T h o ms o n w as a dir e ct or of L o n d o n Tr a di n g fr o m 1 9 F e br u ar y 2 0 1 5 t o 1 3 J a n u ar y 
2 0 1 6 a n d h e k n e w of t h e b e n efi ci al o w n ers hi p of t h e s h ar es i n L o n d o n Tr a di n g , i n cl u di n g 
his o w n 5 % b e n efi ci al o w n ers hi p  (it w as s et o ut i n t h e G ol di n g-S H K A gr e e m e nt) . I h a v e 
alr e a d y r ej e ct e d Mr T h o ms o n ’s e vi d e n c e t h at h e h a d s ol d his i nt er ests i n L o n d o n Tr a di n g 
( a n d t h e ot h er L o n d o n Gr o u p c o m p a ni es) u n d er t h e all e g e d b u y-o ut a gr e e m e nt of 1 5 J ul y 
2 0 1 5.  

4 5 6.  I s p e cifi c all y fi n d t h at Mr G ol di n g  k n e w of t h e e xt e nt of his b e n efi ci al i nt er est i n L C C L 
b ef or e t h e tr a ns a cti o n a n d his i nt er est ( a n d t h os e of t h e ot h er r el e v a nt D ef e n d a nts) i n 
L o n d o n Tr a di n g aft er t h e tr a ns a cti o n. T h e l att er di vi si o n of i nt er ests ( 4 5 :4 5 :5 :5) w as 
r efl e ct e d i n t h e G ol di n g-S H K A gr e e m e nt.  

4 5 7.  O n 1 8 A u g ust 2 0 1 5  Mr S e d g wi c k  e m ail e d Mr H u m e -K e n d all  a n d Mr B ar k er  ( c c. Mr 
T h o ms o n a n d Mr G ol di n g ) wit h a dr aft r e vis e d v ersi o n of t h e L a k e vi e w S P A w it h a n e w 
cl a us e 3. 4 , w hi c h c o nt ai n e d a m e c h a nis m f or all o wi n g a r etr os p e cti v e i n cr e as e i n t h e 
pri c e b y r ef er e n c e t o t h e v al u es of t h e cl ai ms d efi n e d as t h e “ T el os cl ai m ” a n d t h e 
“ Ti m es h ar e cl ai m ”. T his r e vis e d v ersi o n of t h e L a k e vi e w S P A w as n e v er si g n e d.   
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4 5 8.  I fi n d t h at t h e i nt e nti o n t o i n cl u d e t hi s r e vis e d m e c h a nis m f oll o w e d m e eti n gs i n t h e w e e k 
b ef or e t h e 1 8 A u g ust 2 0 1 5 e m ail. O n 1 8 A u g ust Mr S e d g wi c k  r ef err e d t o t h e m e eti n gs 
a n d s ai d t h at t h e m aj or q u esti o n w as “ w h et h er w e a m e n d t h e pri c e b ei n g p ai d b y L T D G 
f or t h e s h ar es i n [ L C C L] ”. I fi n d fr o m t h e f a ct t h at t h e e m ail w as s e nt or c o pi e d t o Mr 
T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  t h at t h e y all t o o k p art i n t h e 
m e eti n gs .  

4 5 9.  Mr T h o ms o n w as c o pi e d i nt o e m ails a b o ut t h e pr o p os e d r e visi o n of t h e p ur c h as e pri c e.  
H e als o k n e w t h at if t h er e w as a r e visi o n h e w o ul d r e c ei v e m or e m o n e y  p ers o n all y  a n d 
h e is li k el y t o h a v e r e a d t h e m .  

4 6 0.  A n ot h er dr aft of t h e L a k e vi e w S P A w as pr e p ar e d b y Mr S e d g wi c k  o n 6  O ct o b er  2 0 1 5. 
T his  i n cl u d e d a r e vis e d pr o p os e d cl a us e 3. 4, w hi c h als o m a d e r ef er e n c e t o p ot e nti al v al u e 
i n t h e “ Ma g a nt e Ass et ”, w hi c h w as d efi n e d t o m e a n a n a gr e e m e nt b et w e e n L C C L a n d 
S a n ct u ar y P C C, b y w hi c h L C C L a gr e e d t o f u n d t h e d e v el o p m e nt of t h e sit e at T h e B e a c h, 
i n c o nsi d er ati o n f or a s h ar e of t h e pr o c e e ds of s al e of t h at sit e u p o n s al e. T his r e vis e d 
dr aft of t h e L a k e vi e w S P A w as n ot e x e c ut e d  eit h er . 

4 6 1.  I fi n d t h at t h e r e as o n f or t h es e f urt h er dr afts m ust h a v e b e e n dis c ussi o ns b et w e e n Mr 
H u m e -K e n d all , Mr G ol di n g , Mr B ar k er  a n d Mr T h o ms o n f or t h e c o nsi d er ati o n u n d er t h e 
L a k e vi e w S P A t o b e i n cr e as e d. Mr S e d g wi c k  w o ul d n ot h a v e pr o d u c e d t h e m wit h o ut 
t h eir a gr e e m e nt.  

4 6 2.  T h es e dr afts a n d t h e f a ct t h at t h er e w er e dis c ussi o ns a b o ut t h e m is it s elf t elli n g. If t h e 
L a k e vi e w S P A h a d b e e n a g e n ui n e c o m m er ci al c o ntr a ct, L o n d o n Tr a di n g, as t h e b u y er 
of t h e s h ar es, w o ul d n ot h a v e c o u nt e n a n c e d r e visi o ns. Its dir e ct ors w o ul d si m pl y h a v e 
i nsi st e d o n t h e c o ntr a ct a n d r ef us e d t o p a y m or e. T h e e xist e n c e of t h es e dr afts s u p p orts 
m y c o n cl usi o n t h at t h e L a k e vi e w S P A w as n ot a g e n ui n e c o m m er ci al tr a ns a cti o n.  

4 6 3.  I n a n y e v e nt, t h es e s o-c all e d ass ets c o ul d n ot h a v e j ustifi e d a n y r etr os p e cti v e i n cr e as e i n 
pri c e:  

i. T h e T el os cl ai m : t hi s c o n c er n e d t h e assi g n m e nt fr o m T el os t o L C C L of p ot e nti al 
cl ai ms a g ai nst T el os’ dir e ct ors . B ut t h e assi g n m e nt l o n g pr e d at e d t h e e x e c uti o n of 
t h e L a k e vi e w S P A o n 2 7 J ul y 2 0 1 5 . H e n c e a n y v al u e i n t hi s ass et w o ul d alr e a d y 
h a v e b e e n i n cl u d e d i n t h e p ur c h as e pri c e .  

ii. T h e Ti m es h ar e cl ai m : t hi s c o n c er n e d a dis p ut e b et w e e n L C C L a n d t h e ti m es h ar e 
cl u b at t h e L a k e vi e w sit e r el ati n g t o c o ntri b uti o ns t o c o m m o n c osts, a n d c ert ai n 
i n v oi c es f or t h at p ur p os e t ot alli n g £ 4 4 5, 0 0 0, als o pr e d ati n g t h e L a k e vi e w S P A. 
A n y v al u e i n t hi s ass et w o ul d als o alr e a d y h a v e b e e n i n cl u d e d i n t h e p ur c h a s e pri c e .  

iii. T h e M a g a nt e Ass et : t hi s w as d efi n e d as e x pl ai n e d a b o v e. B ut t h er e w as n e v er a n y 
a gr e e m e nt b et w e e n L C C L a n d S a n ct u ar y P C C , b y w hi c h L C C L a gr e e d t o f u n d t h e 
d e v el o p m e nt of t h e sit e at T h e B e a c h, i n c o nsi d er ati o n f or a s h ar e of t h e pr o c e e d s 
of s al e of t h at sit e u p o n s al e. N o s u c h a gr e e m e nt h as b e e n dis cl os e d b y a n y of t h e 
D ef e n d a nts a n d I fi n d t h at s u c h a n a gr e e m e nt n e v er e xist e d  f or s e v er al r e as o ns: ( a) 
t h e c o m p a n y h ol di n g t h e c o ntr a ct u al ri g hts i n r es p e ct of T h e B e a c h ( T e n e d or a) h a d 
n ot a c q uir e d a n y p ar c els of l a n d at T h e B e a c h ; ( b) t h e s h ar es i n T e n e d or a h a d b e e n 
s ol d b y S a n ct u ar y P C C  t o I nt er n ati o n al R es orts Gr o u p Pl c; a n d ( c) t h er e d o es n ot 
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a p p e ar t o b e a n y a gr e e m e nt b y w hi c h L C C L h a d a gr e e d t o f u n d t h e d e v el o p m e nt 
of T h e B e a c h.  

4 6 4.  I n his or al e vi d e n c e, Mr T h o ms o n w as u n a bl e t o pr o vi d e a n y e x pl a n ati o n of h o w t h es e 
s o-c all e d ass ets c o ul d h a v e h a d a n y v al u e.  I fi n d t h at h e k n e w t h e f a cts s et o ut i n t h e 
pr e vi o us p ar a gr a p h a b o v e, a n d t h at t h e ass ets i n f a ct h a d n o s u bst a nti al v al u e t h at c o ul d 
j ustif y a n u plift i n t h e pri c e. I si mil arl y fi n d t h at Mr G ol di n g , w h o h a d a si g nifi c a nt r ol e  
i n r el ati o n t o t h e l a n d i n t h e D o mini c a n R e p u bli c, t h e arr a n g e m e nts wit h t h e S a n ct u ar y 
i n v est ors, a n d t h e L a k e vi e w R es ort, u n d erst o o d t h at t h es e “ ass ets ” h a d li mit e d v al u e, or 
t h at t h e f a cts u n d erl yi n g t h e m pr e-e xist e d t h e ori gi n al L a k e vi e w S P A . H e k n e w t h at t h e 
i n cl usi o n of t h e m i n t h e dr aft cl a us e 3. 4 w as a n artifi ci al m e c h a nis m.  

4 6 5.  I a m s ati sfi e d t h at Mr S e d g wi c k  w as  att e m pti n g, o n t h e i nstr u cti o ns of Mr H u m e -K e n d all  
a n d Mr G ol di n g , t o pr o d u c e  a m e c h a nis m w hi c h c o ul d b e a cti v at e d i n t h e f ut ur e t o 
i n cr e as e t h e pri c e p a y a bl e t o i n cr e as e t h e a m o u nt s t h at w o ul d b e p ai d u n d er t h e L a k e vi e w 
S P A t o Mr G ol di n g , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr T h o ms o n.   

4 6 6.  O n a d at e b et w e e n 2 7 J ul y 2 0 1 5 a n d 4 S e pt e m b er 2 0 1 5, L C C L tr a nsf err e d t h e L a k e vi e w 
sit e t o a n ass o ci at e d c o m p a n y c all e d W at ersi d e Vill a g es Pl c, e x c e pt f or  s o m e l a n d 
d es cri b e d as t h e “ d e v el o p m e nt l a n d ”, w hi c h ( as alr e a d y e x pl ai n e d) h a d b e e n c h ar g e d t o 
L U KI t o s e c ur e t h e li a biliti es of i n v est ors i n t h e L U KI b o n d.  

4 6 7.  O n 7  O ct o b er  2 0 1 5  t h er e w er e e m ail dis c ussi o ns b et w e e n t h e p arti es t o r etr os p e cti v el y 
i n cr e as e t h e pri c e p ai d u n d er t h e L a k e vi e w S P A. T his i n cr e as e w o ul d n ot m a k e us e of 
t h e pr o p os e d n e w cl a us e 3. 4. T h e i niti al pr o p os al w as f or t h e pri c e si m pl y t o b e i n cr e as e d 
t o £ 3. 5 milli o n. H o w e v er, a pr o p os e d r e vis e d a gr e e m e nt r efl e cti n g t hi s i n cr e as e w as n ot 
e x e c ut e d.  

4 6 8.  I n J a n u ar y 2 0 1 6 t h er e w as f urt h er e m ail dis c ussi o n b et w e e n Mr T h o ms o n, Mr H u m e -
K e n d all, Mr B ar k er, Mr G ol di n g, a n d Mr S e d g wi c k a b o ut i n cr e asi n g t h e pri c e u n d er t h e 
L a k e vi e w S P A.  

4 6 9.  Mr S e d g wi c k  pr o p os e d , i n a n e m ail of 3 J a n u ar y 2 0 1 6, t h at t h e pri c e c o ul d b e f urt h er 
i n cr e as e d b y a d di n g C V R es orts as a s u bsi di ar y of L C C L wit h r etr os p e cti v e eff e ct. H e 
s ai d t h at t hi s w o ul d “ e n a bl e us t o i n cr e as e t h e p ur c h as e pri c e f urt h er ”. H e s ai d t h at C V 
R es orts b e c o mi n g a s u bsi di ar y “ c o ul d h a v e h a p p e n e d at t h e e n d of M ar c h 2 0 1 5 b ef or e 
t h e c o ntr a ct wit h P ar a dis e B e a c h w as e nt er e d i nt o a n d w h e n t h e c o m p a n y h a d n o v al u e ”. 
H e k n e w of c o urs e t h at it h a d n ot i n f a ct b e e n a s u bsi di ar y at t h at d at e, h e n c e his us e of 
t h e w or ds “it c o ul d h a v e h a p p e n e d ”. I fi n d t h at t his s h o ws t h at h e k n e w t h at w h at h e w as 
s u g g esti n g w as a n artifi ci al  m e c h a nis m f or i n cr e asi n g t h e pri c e. H e h a d a n el asti c 
a p pr o a c h t o c hr o n ol o g y ; h e w as e v e n pr e p ar e d, w h e n c o n v e ni e nt, t o tr e at s o m et hi n g as 
h a vi n g h a p p e n e d w hi c h h a d n e v er o c c urr e d i n f a ct.  

4 7 0.  I fi n d t h at Mr S e d g wi c k als o k n e w t h at C V R es orts w as still w ort hl ess. I n r e a c hi n g t h es e 
c o n cl usi o ns ( a n d t h e ot h ers s et o ut i n t hi s s e cti o n) I dr a w a d v ers e i nf er e n c es a g ai nst Mr 
S e d g wi c k  fr o m hi s d e cisi o n n ot t o gi v e e vi d e n c e. 

4 7 1.  I a m als o s ati sfi e d t h at Mr T h o ms o n a n d Mr G ol di n g  k n e w t h at Mr S e d g wi c k  h a d 
s u g g est e d t hi s as a n ot h er artifi ci al m e c h a nis m f or i n cr e asi n g t h e pri c e r etr os p e cti v el y, b y 
bri n gi n g i n t h e (s u p p os e d) v al u e of C V R es orts. Mr T h o ms o n a n d Mr G ol di n g  b ot h k n e w 
t h at t h at w o ul d h a v e i n v ol v e d f als el y pr et e n di n g t h e C V R es orts h a d b e e n a s u bsi di ar y 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

7 4  
 

of L C C L o n 2 7 A u g ust 2 0 1 5. T h at w as i n d e e d Mr S e d g wi c k ’s s u g g esti o n. Mr T h o ms o n 
i n d e e d a c c e pt e d i n his e vi d e n c e t h at t hi s w o ul d h a v e b e e n r e m a ki n g t h e p ast.  

4 7 2.  T h e f a ct t h at Mr S e d g wi c k  w as pr e p ar e d t o s u g g est t his d e m o nstr at e s t h at h e w as 
pr e p ar e d t o e n g a g e i n t h e c o n c o cti o n of j ustifi c ati o ns f or p a yi n g o ut as m u c h as p ossi bl e 
u n d er t h e S P A.  T h e pri c e h a d n ot hi n g t o d o wit h r e al v al u es. Mr T h o ms o n a n d Mr 
G ol di n g  u n d erst o o d t h at Mr S e d g wi c k  w as c o n c o cti n g artifi ci al d e vi c es t o j ustif y 
p a y m e nts t o t h e f o ur i n di vi d u als . I als o fi n d t h at Mr T h o ms o n a n d Mr G ol di n g  k n e w t h at 
C V R es orts h a d n o v al u e i n a n y e v e nt (f or r e as o ns alr e a d y gi v e n).  

4 7 3.  T h e e m ail of 3 J a n u ar y 2 0 1 6 als o r ef err e d t o a n y i n cr e as e i n t h e c o nsi d er ati o n f or t h e s al e 
of L C C L b ei n g di vi d e d i n t h e “ c urr e nt r ati os a n d n ot t h e pr e vi o us o n es ”. I fi n d t h at all of 
Mr T h o ms o n, Mr G ol di n g, Mr H u m e -K e n d all a n d Mr B ar k er k n e w t h at t h e r ef er e n c e t o 
t h e “ n e w r ati os ” w as t o t h e 4 5: 4 5: 5: 5 r ati os s et o ut i n t h e G ol di n g-S H K A gr e e m e nt .  

4 7 4.  A v ersi o n of t h e L a k e vi e w S P A wit h a n i n cr e as e d pri c e of £ 3. 5 milli o n, a n d c o nt ai ni n g 
t h e n e w cl a us e 3. 4, w as e x e c ut e d a n d b a c k d at e d t o 2 7 J ul y 2 0 1 5. T h e a gr e e m e nt als o 
att a c h e d st o c k tr a nsf er f or ms i n w hi c h a t ot al c o nsi d er ati o n m o n e y of £ 3. 5  milli o n  w as 
r e c or d e d. T h es e t o o w er e f als el y b a c k d at e d t o 2 7 J ul y 2 0 1 5.  

4 7 5.  I m a k e t h e f oll o wi n g fi n di n gs a b o ut t his: 

i. T h e d o c u m e nt s (t h e a gr e e m e nt a n d t h e st o c k tr a n sf er f or ms) w er e  b a c k d at e d wit h 
a vi e w t o  mi sl e a d. T h er e c a n b e n o ar g u m e nt  t h at t h e a gr e e m e nt w as b a c k d at e d t o 
r efl e ct s o m et hi n g t h at h a d alr e a d y b e e n a gr e e d i n J ul y 2 0 1 5. W h at w as r e all y 
a gr e e d at t h at d at e w as c o nt ai n e d i n t h e ori gi n al e x e c ut e d a gr e e m e nt. T h e p arti es 
k n e w all of t his.  

ii. T h e i n cr e as e i n t h e pri c e t o £ 3. 5  milli o n  s h o ws f urt h er t h at t h e L a k e vi e w S P A w as 
n ot a g e n ui n e, c o m m er ci al, tr a ns a cti o n. As alr e a d y e x pl ai n e d, h a d t h at b e e n s o, 
L o n d o n Tr a di n g w o ul d  si m pl y h a v e i nsi st e d o n p erf or m a n c e of t h e c o ntr a ct. N o 
c o m m er ci al p art y w o ul d h a v e a gr e e d  a r etr os p e cti v e r e -pri ci n g.   

iii. T h er e is n o e vi d e n c e t h at t h er e w as a n y c o m m er ci al n e g oti ati o n of t h e i n cr e as e i n 
t h e pri c e f or t h e s h ar es. T his i s b e c a us e t h e d e ali n gs w er e n ot c o m m er ci al .  

4 7 6.  I fi n d t h at Mr T h o ms o n w as a w ar e of t h e pr o p os al t o i n cr e as e t h e pri c e t o £ 3. 5  milli o n . 
H e w as k e pt a w ar e of it b y b ei n g c o pi e d i nt o e m ail s. I h a v e alr e a d y r ej e ct e d his r e p e at e d 
g e n er al c o nt e nti o n i n e vi d e n c e t h at h e di d n ot r e a d m ost e m ails  a d dr ess e d t o hi m . I 
s p e cifi c all y fi n d t h at h e r e a d t h es e p arti c ul ar e m ails. H e w as m o n e y -dri v e n  a n d t h e 
i n cr e as es m e a nt m or e f or hi m.  

4 7 7.  I n a n y c as e, i n J a n u ar y 2 0 1 6, Mr T h o ms o n si g n e d t h e v ersi o n i n cr e asi n g t h e a m o u nt t o 
£ 3. 5  milli o n  a n d i n cl u di n g t h e n e w cl a us e 3. 4 , a n d t h er ef or e k n e w it s t er ms.  H e als o k n e w 
t h at t h e d o c u m e nts (t h e a gr e e m e nt a n d t h e st o c k tr a nsf er f or ms) h a d b e e n dis h o n estl y 
b a c k d at e d. T h er e w as n o pr o p er b asis f or p utti n g i n t h e e arli er d at e.  

4 7 8.  T h e m o n e y p ai d t o t h e r el e v a nt D ef e n d a nts as s ell ers of t h e s h ar es u n d er t h e L a k e vi e w 
S P A d eri v e d fr o m p a y m e nts fr o m L C F t o a L o n d o n Gr o u p c o m p a n y c all e d L & T D.  I n 
t h e b a n k st at e m e nts of L & T D, t h e p a y m e nts w er e r e c or d e d as a “s h ar e p a y m e nt ”. 
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4 7 9.  At t h e d at es w h e n t h e first s u ms w er e p ai d t o t h e r el e v a nt D ef e n d a nts u n d er t h e l o a n 
n ot es , t h er e w as n o f a cilit y a gr e e m e nt i n pl a c e b et w e e n L C F a n d L & T D. A b a c k d at e d 
f a cilit y a gr e e m e nt w as t h e n p ut i n pl a c e a n d t h er e w as p ur p ort e d s e c urit y, b ut t h e v al u e 
of t hi s w as i ns uffi ci e nt.  

4 8 0.  As t o t h e pr o d u cti o n of t h e b a c k d at e d f a cilit y a gr e e m e nt, t h e d o c u m e nts s h o w t h at i n 
J a n u ar y 2 0 1 6, Al e x  L e e s e nt t w o dr aft f a cilit y a gr e e m e nts t o Mr S e d g wi c k  ( c c. Mr 
T h o ms o n) . T h es e w er e a n “ ol d ” f a cilit y t o c o v er e xisti n g p a y m e nts, a n d a “ n e w ” f a cilit y 
f or f ut ur e dr a w d o w ns. Mr  L e e e x pl ai n e d  t h at “ [t]h e ‘ ol d’ r ef ers t o t h e f a cilit y t h at h as 
alr e a d y b e e n dr a w n d o w n a n d t h e ot h er is f or t h e pr o p os e d n e w f a cilit y ”. S o m e of t h e 
a m o u nt s alr e a d y dr a w n d o w n h a d alr e a d y b e e n p ai d t o Mr H u m e -K e n d all  a n d Mr 
G ol di n g  a s “s h ar e p a y m e nts ” b y L & T D. T h e  f a ciliti es w er e t h e n c o m bi n e d i nt o a si n gl e 
f a cilit y f or £ 2 5 milli o n, r e c or d e d i n a d o c u m e nt pr o vi d e d b y Mr L e e t o Mr S e d g wi c k  ( c c. 
Mr T h o ms o n)  o n 4 M ar c h 2 0 1 6 .  

4 8 1.  T his £ 2 5  milli o n  f a cilit y a gr e e m e nt w as si g n e d t o w ar ds t h e e n d of M ar c h 2 0 1 6 b ut 
b a c k d at e d t o 2 7 A u g ust 2 0 1 5.  I a m s ati sfi e d t h at t h e d o c u m e nt w as b a c k d at e d t o gi v e t h e 
f als e i m pr essi o n t o a u dit ors t h at t h e f a ciliti es w er e alr e a d y i n pl a c e b ef or e a n y of t h e 
dr a w d o w ns h a d b e e n m a d e .  

4 8 2.  Mr S e d g wi c k  k n e w of t his b a c k d ati n g. H e als o k n e w fr o m t h e dr afti n g pr o c ess t h at 
L & T D h a d dr a w n s u ms fr o m L C F wit h o ut a n y f a cilit y a gr e e m e nt i n pl a c e. 

4 8 3.  T h e b a c k d at e d L & T D f a cilit y r ef err e d (as s e c urit y) t o t h e p ur c h as e a gr e e m e nt b et w e e n 
C V R es orts a n d P ar a dis e B e a c h S A, l a n d i n t h e D o mi ni c a n R e p u bli c o w n e d b y 
I n v ersi o n es, a n d t o T e n e d or a.  

4 8 4.  H o w e v er , t hi s s e c urit y h a d n e gli gi bl e v al u e. As e x pl ai n e d a b o v e , C V R es ort s di d n ot o w n 
a n y l a n d at P ar a dis e B e a c h a n d h a d  a w ort hl ess ri g ht t o p a y € 5 7 milli o n t o a c q uir e a sit e 
wit h a m ar k et v al u e o f €4 0 milli o n; t h e s h ar es i n I n v ersi o n es w er e h el d o n tr ust f or El 
C u p e y f or t h e ulti m at e b e n efit of t h e S a n ct u ar y i n v est ors b y w a y of s e c urit y f or t h eir 
d e p osits; a n d T e n e d or a h a d n ot a c q uir e d T h e B e a c h. T h er e w as , t h er ef or e, n ot hi n g 
v al u a bl e t o s e c ur e L & T D’s li a bilit y t o L C F.  

4 8 5.  Mr T h o ms o n, Mr G ol di n g a n d Mr S e d g wi c k  k n e w fr o m t h eir i n v ol v e m e nt i n t h e 
S a n ct u ar y s c h e m e a n d P ar a dis e B e a c h c o ntr a ct t h at t h e s e c urit y w as w ort hl ess; a n d, 
t h er ef or e, t h at L & T D’s b orr o wi n gs fr o m L C F w er e eff e cti v el y u ns e c ur e d.  

4 8 6.  O n 6 J a n u ar y 2 0 1 6 Mr S e d g wi c k  s e nt a n e m ail t o Mr G ol di n g , Mr H u m e -K e n d all  a n d 
Mr B ar k er  s a yi n g t h at Mr H u m e -K e n d all  h a d s ai d it h a d b e e n a gr e e d t h at t h e s al e pri c e 
of £ 3. 5  milli o n  i n e x c ess of t h e ori gi n al pri c e u n d er t h e L a k e vi e w S P A w as t o b e di vi d e d 
i n t h e n e w r ati os a n d h e w a nt e d t h e a gr e e m e nt dr a w n u p o n t his b asis. 

4 8 7.  T his f urt h er s h o ws t h at t h e arr a n g e m e nt w as artifi ci al a n d u n c o m m er ci al. H a d it b e e n a 
g e n ui n e s al e t h er e w o ul d h a v e b e e n n o pr o p er b asis f or di vi di n g t h e pr o c e e ds ot h er wis e 
t h a n u n d er t h e ori gi n al o w n ers hi p r ati os.  

4 8 8.  B y J ul y 2 0 1 6  t h e p a y m e nts t o t h e D ef e n d a nts d eri vi n g fr o m t h e s u ms p ai d b y L C F t o 
L & T D a p pr o a c h e d t h e r e vis e d s al e pri c e of £ 3. 5  milli o n . Mr T h o ms o n a n d Mr G ol di n g  
of c o urs e k n e w of t h e p a y m e nts t h e y w er e r es p e cti v el y r e c ei vi n g.  I a d dr ess t h eir 
u n d erst a n di n g of t h e a m o u nts t h e ot h ers w er e r e c ei vi n g b el o w. 
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4 8 9.  T h e f a ct t h at t h e r e c ei pt s w er e a p pr o a c hi n g £ 3. 5  milli o n  l e d t o a f urt h er r etr os p e cti v e 
r e visi o n of t h e pri c e. At first, t h e pr o p os al w as t o i n cr e as e it t o £ 4. 5 milli o n , b ut p a y m e nts 
w er e c o nti n ui n g t o b e m a d e a n d , i n t h e e v e nt, t h e pri c e w as i n cr e as ed t o £ 6  milli o n . A 
f urt h er v ersi o n of t h e L a k e vi e w S P A w as si g n e d b y Mr T h o ms o n,  Mr H u m e -K e n d all  a n d 
Mrs H u m e -K e n d all  i n J ul y 2 0 1 6 a n d b a c k d at e d t o 2 7 J ul y 2 0 1 5. Mr T h o ms o n cl e arl y 
k n e w of t h e i n cr e as e as h e si g n e d t h e a gr e e m e nt. I m a k e t h e s a m e fi n di n gs a b o ut t hi s as 
I di d i n r el ati o n t o t h e i n cr e as e t o £3 . 5 milli o n  (s e e [4 7 5 ] a b o v e). 

4 9 0.  Mr T h o ms o n ’s e vi d e n c e a b o ut t hes e  i n cr e as es i n pri c e w as i n c o h er e nt. H e s ai d t h at h e 
h a d n o r e c oll e cti o n of t h e dis c ussi o ns r e g ar di n g t h e i n cr e as e i n t h e pri c e. B ut h e als o 
ass ert e d t h at h e w as gi v e n e x pl a n ati o ns b y Mr S e d g wi c k  a n d ot h ers a b o ut t h e i n cr e as e i n 
pri c e. I w as u n a bl e t o a c c e pt his e vi d e n c e. I fi n d t h at h e w as a w ar e of t h e i n cr e as e . H e 
als o k n e w t h at h e w as si g ni n g a b a c k d at e d a gr e e m e nt a n d t h at t h e d o c u m e nt  di d n ot 
r efl e ct w h at h a d b e e n  a gr e e d i n A u g ust 2 0 1 5.   

4 9 1.  Wit hi n  t w o m o nt hs of t h e si g n at ur e ( a n d b a c k d ati n g) of t h e t hir d v ersi o n of t h e L a k e vi e w 
S P A t o i n cr e as e t h e p ur c h as e pri c e r etr os p e cti v el y t o £ 6 milli o n, t h e p a y m e nts t o Mr 
T h o ms o n,  Mr G ol di n g  a n d Mrs H u m e -K e n d all , f u n d e d b y L C F, e x c e e d e d t his fi g ur e.  

4 9 2.  B y J a n u ar y 2 0 1 7 t h e t ot al p a y m e nts fr o m L C F t o L & T D u n d er t h e l o a n f a cilit y e x c e e d e d 
£ 1 9. 6 milli o n. W h e n t h e 2 5 % f e e p ai d t o S ur g e w as a c c o u nt e d f or, t h e gr o ss s u m o w e d 
b y L & T D t o L C F st o o d at m or e t h a n £ 2 7 milli o n. L & T D h a d e x c e e d e d t h e t h e n f a cilit y 
li mit of £ 2 5  milli o n .  

4 9 3.  I n or d er to c o n c e al t his , a l ett er r e q u esti n g a n i n cr e as e t o t h e f a cilit y li mit t o £ 3 0 milli o n  
w as pr o d u c e d i n J a n u ar y 2 0 17  a n d b a c k d at e d  t o 2 0 D e c e m b er 2 0 1 6 . Mr T h o ms o n s e nt a 
dr aft of t h e  l ett er t o Mr S e d g wi c k . Mr S e d g wi c k  w as i n v ol v e d i n o bt ai ni n g a si g n at ur e 
o n b e h alf of L & T D o n t h e d o c u m e nt. In a n e m ail  at t h at ti m e , h e m a d e it cl e ar t h at it w as 
i m p ort a nt t h at t h e d o c u m e nt w as b a c k d at e d .  

4 9 4.  Mr S e d g wi c k  als o i ns ert e d t h e s e c urit y v al u es i nt o t h e l ett er . I fi n d t h at h e k n e w t h es e 
fi g ur es w er e n ot s u p p ort a bl e.  T h e l ett er  w as si g n e d b y Mr H u m e -K e n d all  f or L & T D. It 
st at e d  “t h e c urr e nt v al u e s of t h e c o m p a n y’s p ortf oli o of ass ets ”  as W at ersi d e: £ 1 7. 5  
milli o n , El C u p e y: £ 3 0 milli o n  a n d M a g a nt e: £ 1 4  milli o n . F or t h e r e as o ns gi v e n a b o v e 
t h es e v al u ati o ns w er e n ot o n es t h at c o ul d b e r ati o n all y s u p p ort e d. I fi n d t h at no n e of t h e 
r el e v a nt D ef e n d a nts (i n cl u di n g Mr T h o ms o n) b eli e v e d t h e ass ets t o b e w ort h a n yt hi n g 
li k e t h at.  

4 9 5.  At t h e s a m e ti m e , i n J a n u ar y 2 0 1 7, a  s e c o n d b a c k d at e d l ett er w as pr o d u c e d (d at e d 2 5  
O ct o b er  2 0 1 6  o n it s f a c e ) s e e ki n g L C F’s w ai v er of a br e a c h of t h e f a cilit y a gr e e m e nt b y 
r e as o n of L & T D’s f ail ur e t o pr o d u c e a c c o u nts o n ti m e. Mr S e d g wi c k  p arti ci p at e d i n  
o bt ai ni n g t h e si g n at ur e o n t h e l ett er. H e k n e w t h e l ett er w as mi sl e a di n g b e c a us e L & T D 
h a d n ot s o u g ht t h e w ai v er i n  O ct o b er  2 0 1 6.   

4 9 6.  I n his or al e vi d e n c e , Mr T h o ms o n w as as k e d a b o ut t h e b a c k d ati n g of t h e s e l ett ers. I fi n d 
t h at h e k n e w t h at t h e l ett er s e e ki n g t h e i n cr e as e d f a cilit y w as b a c k d at e d t o mi sl e a d t h e 
a u dit ors.  

4 9 7.  I n r el ati o n t o t h e w ai v er l ett er, h e s ai d h e di d n ot r e ali s e t h at t h e a u dit ors w o ul d b e 
p ot e nti all y i nt er est e d b y t h e f a ct t h at L C F h a d b e e n l e n di n g t o a c o m p a n y i n d ef a ult. H e 
s ai d t h at h e w as j ust tr yi n g t o r e ctif y t h e d ef a ult  a n d t h at, i n his mi n d, it h a d n ot hi n g t o 
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d o wit h t h e a u dit ors . T h at e x pl a n ati o n di d n ot, h o w e v er , a c c o u nt f or t h e b a c k d ati n g. H e 
t h e n cl ai m e d t h at t h er e h a d i n f a ct b e e n a n or al a gr e e m e nt s o m e ti m e b ef or e 2 9  O ct o b er  
2 0 1 6 , w ai vi n g t h e d ef a ult. I a m u n a bl e t o a c c e pt t h at. If t h er e h a d b e e n s u c h a w ai v er , 
t h er e w o ul d h a v e b e e n n o r e as o n f or L C F t o h a v e s e nt a l ett er t o L & T D o n 5 D e c e m b er 
2 0 1 6 n otif yi n g it t h at it w as i n d ef a ult  ( at l e ast wit h o ut r ef erri n g t o t h e w ai v er). B ot h of 
th e b a c k d at e d l ett ers w er e pr o d u c e d s o t h at L C F w o ul d b e a bl e t o d e c ei v e  it s a u dit ors. I 
fi n d t h at Mr S e d g wi c k  u n d erst o o d  t h at t hi s w as t h e p ur p os e of t h e b a c k d at e d l ett ers.  

4 9 8.  I n A pril 2 0 1 7 Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , a n d Mr G ol di n g  dis c uss e d 
vi a e m ail ( a n d pr o b a bl y ot h er wis e t o o) a cti v ati n g t h e m e c h a nis m i n cl a us e 3. 4 of t h e 
L a k e vi e w S P A t o i n cr e a s e t h e p ur c h as e pri c e r etr os p e cti v el y. Mr S e d g wi c k  h el p e d i n 
gi vi n g eff e ct t o t hi s pl a n . T h e i niti al pr o p os al  w as t h at t h e pri c e s h o ul d i n cr e as e t o £ 1 3. 8 5 
milli o n. Mr S e d g wi c k  pr o d u c e d a dr aft a gr e e m e nt w hi c h r e c or d e d t h at t h e “ M e g a nt e 
Ass et ” w o ul d b e gi v e n a v al u e of £ 4 milli o n, t h e “ T el os cl ai m ” w o ul d b e gi v e n a v al u e 
of £ 1 milli o n, a n d t h e “ Ti m es h ar e cl ai m ” w o ul d b e gi v e n a v al u e of £ 2. 8 5 milli o n . Mr 
S e d g wi c k  t ol d Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  t h at a m e m or a n d u m 
s h o wi n g t hi s w o ul d b e b a c k d at e d  t o M ar c h 2 0 1 7 . T h er e is n ot hi n g i n t h e e vi d e n c e t o 
s u g g est t h at t h er e w as a n y c o m m er ci al b asis f or a n y of t h es e v al u es a n d I fi n d t h at t h e y 
w er e pl u c k e d fr o m t h e air  t o j ustif y t h e pr o p o s e d pri c e i n cr e as e. T his dr aft w as n ot 
e x e c ut e d .  

4 9 9.  I fi n d ( d es pit e his pr ot est ati o ns t h at h e di d n ot r e a d e m ails) t h at Mr T h o ms o n w as a w ar e 
of t h es e dis c ussi o ns . As e x pl ai n e d a b o v e , h e w as  m o n e y -dri v e n , a n d h e w as p ers o n all y 
i nt er est e d i n a n y i n cr e as e i n t h e pri c e.  

5 0 0.  Mr G ol di n g  k n e w a b o ut t h e  dis c ussi o ns . H e w as c o pi e d i nt o t h e e m ails a n d w as g etti n g 
a l ar g e p art of t h e p a y m e nts fr o m L & T D (usi n g t h e ol d r ati os u p t o £ 6 milli o n  a n d t h e 
n e w o n es t h er e aft er) . 

5 0 1.  D es pit e t h e a bs e n c e of a n y  j ustifi c ati o n for t h e m  u n d er t h e L a k e vi e w S P A ( w hi c h e v e n 
o n t h e b a c k d at e d r e vis e d v ersi o n h a d a pri c e of £ 6  milli o n ), p a y m e nts c o nti n u e d t o b e 
m a d e b y L C F t o L & T D, w hi c h i n t ur n m a d e p a y m e nts t o Mr T h o ms o n,  Mr B ar k er , Mr 
G ol di n g , a n d Mrs H u m e -K e n d all  as s ell ers u n d er t h e L a k e vi e w S P A .  

5 0 2.  B y 2 2 M a y 2 0 1 7  t h e t ot al p ai d o ut t o t h e s ell ers u n d er t h e L a k e vi e w S P A w as 
£ 1 4, 2 6 0, 3 6 1. 1 0 .  

5 0 3.  I n e m ail s o n 2 2 M a y 2 0 1 7, t h e p arti es a g ai n dis c uss e d a cti v ati n g cl a us e 3. 4 t o 
r etr os p e cti v el y i n cr e as e t h e p ur c h as e pri c e u n d er t h e L a k e vi e w S P A t o £ 1 4, 2 6 0, 3 6 1. 1 0 , 
t h e pr e cis e a m o u nt t h at h a d b e e n p ai d t o Mr T h o ms o n,  Mr B ar k er , Mr G ol di n g  a n d Mrs 
H u m e -K e n d all  u n d er t h e L a k e vi e w S P A. Mr S e d g wi c k  e x pl ai n e d t o Mr T h o ms o n t h at 
a n  “ a gr e e m e nt h as n o w b e e n r e a c h e d t o i n cr e as e t h e c o nsi d er ati o n t o t h at a m o u nt ” .  

5 0 4.  T h er e is n o e vi d e n c e of a n y n e g oti ati o ns b et w e e n t h e s ell ers a n d t h e b u y er s c o n c er ni n g 
t h e a m o u nt of t h e i n cr e a s e or a n y v al u ati o n of t h e s u p p os e d “ ass ets ”. I fi n d t h at t h at is 
b e c a us e t h e a m o u nt of t h e a gr e e d i n cr e as e w as si m pl y w h at w as n e e d e d t o j ustif y t h e 
s u ms alr e a d y p ai d i n r el ati o n t o t h e a gr e e m e nt . It w as n ot a g e n ui n e att e m pt t o v al u e t h e 
“ ass ets ” li st e d u n d er cl a u s e 3. 4 . T h e p arti es t o t h e dis c ussi o ns k n e w t h at t h e o v er all pri c e 
i n cr e as e w as r e v ers e e n gi n e er e d. Mr H u m e -K e n d all  t h e n pr o p os e d t h e us e of r o u n d er 
n u m b ers . I fi n d t h at w as b e c a us e t h e pr e cis e n u m b ers w o ul d h a v e s e e m e d s us pi ci o us.  
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5 0 5.  Mr G ol di n g  p arti ci p at e d i n  t h e dis c ussi o ns t o i n cr e as e t h e pri c e b y att a c hi n g v al u es t o t h e 
“ ass ets ” u n d er cl a us e 3. 4. H e w as c o pi e d i nt o e m ail s. Mr T h o ms o n g a v e or al e vi d e n c e 
t h at Mr G ol di n g  w as o n e of t h e k e y d e cisi o n m a k ers i n t hi s r e g ar d.  

5 0 6.  Mr S e d g wi c k  e x pl ai n e d i n a n e m ail t o Mr T h o ms o n o n 1 3 J u n e 2 0 1 7 t h at t h e pr o p os e d 
v ari ati o n t o i n cr e as e t h e pri c e s h o ul d n ot b e i n cr e as e d b e c a us e t h e i n cr e as e d ass et v al u es 
“ c o nfli ct e d wit h c ert ai n ot h er t hi n gs [ Mr H u m e -K e n d all ] w as s e e ki n g t o a c hi e v e” . I fi n d 
t h at t hi s hi g hli g ht e d  t h e o b vi o us r e v ers e e n gi n e eri n g of t h e i n cr e as e d p ur c h as e pri c e 
u n d er t h e L a k e vi e w S P A.  I fi n d t h at Mr T h o ms o n a n d Mr S e d g wi c k  u n d erst o o d t h at t h e 
cl a us e 3. 4 m e c h a nis m w as a n aft er -t h e-e v e nt artifi c e t o j ustif y t h e a m o u nts t h at h a d i n 
f a ct b e e n p ai d o ut. 

5 0 7.  A “ v ari ati o n a gr e e m e nt ” w as e x e c ut e d  o n 1 6 A u g u st 2 0 1 7 , w h er e  t h e p ur c h a s e pri c e w as 
r e c or d e d as £ 1 4. 2 6 milli o n. It w as a gr e e d t h at it w as t o b e p ai d i n t h e “ ol d r ati os ” w hi c h 
r e pr es e nt e d t h e p ositi o n as of  2 7 J ul y 2 0 1 5 ( e v e n t h o u g h t h e m o n e y i n f a ct p ai d t o Mr 
T h o ms o n,  Mr B ar k er , Mr G ol di n g , a n d Mrs H u m e -K e n d all  as n o mi n e e f or Mr H u m e -
K e n d all , w as o nl y p ai d i n t h e “ ol d r ati os ” u p t o £ 6 milli o n, aft er w hi c h t h e m o n e y w as 
di vi d e d a c c or di n g t o t h e “ n e w r ati os ”). T h e v ari ati o n a gr e e m e nt w as si g n e d o n 1 6 A u g ust  
2 0 1 7. I fi n d t h at t he v ari ati o n a gr e e m e nt, li k e t h e e arli er a gr e e m e nts, w as n ot a g e n ui n e 
c o m m er ci al c o ntr a ct a n d t h at t h e “ ass ets ” r ef err e d t o i n  it w er e n ot g e n ui n el y v al u e d. 
T h er e w as n o pr o c ess of v al u ati o n. T h er e w as n o pr o c ess of n e g oti ati o n. T h e v al u es w er e 
si m pl y i ns ert e d t o j ustif y a m o u nt s alr e a d y p ai d o ut t o t h e r el e v a nt D ef e n d a nts. I fi n d t h at 
Mr T h o ms o n,  Mr G ol di n g  a n d Mr S e d g wi c k  k n e w t his.  

5 0 8.  Mr T h o ms o n,  Mr G ol di n g  a n d Mr S e d g wi c k  t h er ef or e k n e w t h at t h e L a k e vi e w S P A a n d 
it s v ari a nts w er e n ot g e n ui n e c o m m er ci al s al es. T h e y w er e c o n c o ct e d t o j ustif y t h e 
p a y m e nts m a d e fr o m L & T D’s dr a wi n gs fr o m L C F. T h e y k n e w t h at t h e u n d erl yi n g ass ets 
s u p p os e dl y b ei n g s ol d w er e w ort h n o w h er e n e ar t h e £ 1 4. 2 6 milli o n pri c e p ai d u n d er t h e 
a gr e e m e nt. T h e y k n e w t h at t h e L a k e vi e w S P A w as a d e vi c e us e d as a c o v er f or 
c h a n n elli n g m o n e y d eri v e d fr o m L C F t o t h e f o ur i n di vi d u als.  

5 0 9.  A f urt h er v ari ati o n a gr e e m e nt d at e d F e br u ar y 2 0 1 8 s plit t h e £ 1 4 . 2 6 milli o n c o nsi d er ati o n 
diff er e ntl y, t o m at c h t h e p a y m e nts w hi c h w er e a ct u all y m a d e (st arti n g wit h t h e “ ol d 
r ati os ” u p t o £ 6 milli o n a n d m o vi n g t o t h e “ n e w r ati os ” aft er t h at a m o u nt w as r e a c h e d).  

5 1 0.  T h er e ar e t w o c o nt e m p or a n e o us d o c u m e nts w hi c h r e c or d t h e a m o u nt s p ai d o ut t o t h e 
r el e v a nt D ef e n d a nts. I n o n e s pr e a ds h e et , Mr B ar k er  r e c or d e d p a y m e nts t ot alli n g 
£ 1 4, 2 6 0, 3 6 1. 1 0 , t o g et h er wit h r e p a y m e nt of a l o a n of £ 1 milli o n t o Mr G ol di n g . A n ot h er 
s pr e a ds h e et, w h os e a ut h or is u n cl e ar, all o c at es t h e s u ms p ai d sli g htl y diff er e ntl y. L & T D 
b a n k st at e m e nts usi n g t h e d esi g n ati o n “s h ar e p a y m e nt ”  s h o w t h at s o m e £ 1 5, 8 5 9, 3 0 7. 6 1 
h a d b e e n p ai d o ut . It is li k el y t h at t h es e i n cl u d e d s o m e p a y m e nts t o Mr G ol di n g  d e e m e d 
t o b e l o a n r e p a y m e nts: Mr B ar k er ’s s pr e a ds h e et i n cl u d es t h e r e p a y m e nt of a l o a n of £ 1 
milli o n m a d e b y Mr G ol di n g  t o L C C L a n d £ 3 0 0, 0 0 0 a d v a n c e d t o Mr T h o ms o n b y w a y 
of a l o a n. Mr B ar k er ’s s pr e a ds h e et als o i n cl u d es p a y m e nts t ot alli n g £ 3 5, 0 0 0 w hi c h ar e 
r e c or d e d as a l o a n fr o m Mr G ol di n g  t o Mr T h o ms o n ( w hi c h d o es n ot a p p e ar i n t h e L & T D 
b a n k st at e m e nts).  As alr e a d y e x pl ai n e d, t h e p arti es pr o c e e d e d  o n t h e b asis t h at 
£ 1 4, 2 6 0, 3 6 1. 1 0 h a d b e e n p ai d . I als o n ot e t h at Mr B ar k er  s e nt his s pr e a ds h e et t o Mr 
S e d g wi c k  o n 1 3  A pril 2 0 1 9  t o g et h er wit h ot h er d o c u m e nts r e c or di n g p a y m e nts m a d e t o 
Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  i n r el ati o n t o t h e El ysi a n 
S P A, t h e Pri m e S P A, t h e L P E S P A a n d t h e L P T S P A.  
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5 1 1.  T o s u m m aris e:  

i. T h e L a k e vi e w S P A ( a n d t h e v ari o us v ersi o ns a n d v ari ati o n a gr e e m e nts) w er e n ot 
g e n ui n e c o m m er ci al tr a ns a cti o n s . T h e ori gi n al a gr e e m e nt w as f or a n u n c o m m er ci al 
a n d u nj ustifi e d pri c e, si n c e t h e L C C L s h ar es h a d n o v al u e at t h at ti m e.  

ii. T h e  v ari o us l at er d o c u m e nts w er e m a n uf a ct ur e d  t o j ustif y t h e e xtr a cti o n of t h e 
s u ms a ct u all y p ai d b y L & T D t o t h e r el e v a nt D ef e n d a nts. T h e pri c e p a y a bl e u n d er 
t h e m w as r e p e at e dl y i n cr e as e d t o m at c h t h e a m o u nt s alr e a d y p ai d t o t h os e 
i n di vi d u als a n d f u n d e d b y t h e l e n di n g fr o m L C F t o L & T D. T h es e i n cr e as e s wer e 
r e v ers e e n gi n e er e d a n d di d n ot r e pr es e nt g e n ui n e c o m m er ci al d e ali n gs or 
v al u ati o ns.  

iii. T h e v ari o us v ersi o ns of t h e L a k e vi e w S P A  a n d a p p e n d e d d o c u m e nt s w er e 
b a c k d at e d t o gi v e a f als e i m pr essi o n t h at t h e y h a d al w a ys e xist e d.  

i v. T h e b e n efi ci al o w n ers hi p of t h e s h ar es i n L C C L p ass e d fr o m a s m all ass o ci at e d 
gr o u p of i n di vi d u als or t h eir ass o ci at es t o t h e s a m e s m all gr o u p ( al b eit t h e 
distri b uti o n m a y h a v e b e e n sli g htl y diff er e nt). I n s u bst a n c e , t h e L a k e vi e w S P A w as 
a m e c h a nis m f or m a ki n g p a y m e nts f u n d e d b y a d v a n c es fr o m L C F t o t h e r el e v a nt 
D ef e n d a nts,  wit h o ut t h e b a c ki n g of v al u a bl e ass et s.  I fi n d t h at th e L a k e vi e w S P A 
w as a d e vi c e us e d as a c o v er f or c h a n n elli n g m o n e y d eri v e d fr o m L C F t o t h e s e f o ur 
i n di vi d u als. 

v.  T h e di vi si o n of t h e s al e pr o c e e ds w as diff er e nt fr o m t h e ost e nsi bl e b e n efi ci al 
o w n ers hi p b ef or e t h e s al e. S o , f or i nst a n c e, Mr B ar k er r e c ei v e d 5 % of t h e pr o c e e d s 
alt h o u g h h e h a d n o i nt er est of t h e s h ar es i n L C C L b ef or e t h e s al e ; a n d f or t h e 
pr o c e e ds o v er £ 6  milli o n , t h e n e w r ati os  a p pli e d.  

vi.  Mr T h o ms o n a p pr o v e d t h e p a y m e nts fr o m L C F t o L& T D. I r ej e ct t h e e vi d e n c e of 
Mr T h o ms o n t h at t h e ot h er dir e ct ors of L C F w er e m at eri all y i n v ol v e d i n a p pr o vi n g 
dr a w d o w n r e q u ests.  I al s o r ej e ct his e vi d e n c e t h at h e c o ul d n ot h a v e a p pr o v e d  
dr a w d o w ns b e c a us e h e w as oft e n a w a y fr o m t h e offi c e. T h at e vi d e n c e w as n ot 
cr e di bl e.  H e g a v e i nstr u cti o ns t o his assi st a nts b y e m ail or p h o n e. I fi n d t h at Mr 
T h o ms o n k n e w all a b o ut t h e arr a n g e m e nts  wit h L & T D a n d h e a ut h oris e d t h e 
p a y m e nts.   

vii.  T h e e arl y p a y m e nts fr o m L C F t o L & T D w er e m a d e b ef or e a n y f a cilit y w a s p ut i n 
pl a c e. O n c e a f a cilit y w a s cr e at e d ( a n d dis h o n estl y b a c k d at e d), t h e s e c urit y f or it 
w as w h oll y i n a d e q u at e t o s u p p ort t h e b orr o wi n g.  

viii.  A s u bst a nti al p art of t h e s u ms a d v a n c e d b y L C F t o L & T D b y t h e d at e of t h e 
a m e n d m e nt a gr e e m e nt w as  p ai d o ut t o t h e i n di vi d u als u n d er t h e L a k e vi e w S P A. 
T h os e s u ms w er e n ot o b vi o usl y b ei n g i n v est e d i n a n y i n c o m e -g e n er ati n g a cti viti es 
of t h at c o m p a n y ( or its as s o ci at e d c o m p a ni es i n t h e L o n d o n Gr o u p).  

i x. Mr T h o ms o n,  Mr G ol di n g  a n d Mr S e d g wi c k  k n e w all  t h es e f a cts.  

5 1 2.  Mr T h o ms o n cl e arl y k n e w a b o ut t h e p a y m e nt s h e r e c ei v e d p ers o n all y u n d er t h e 
L a k e vi e w S P A a n d it s v ari a nts. H e k n e w t h at his s h ar e w as 5 % (as e vi d e n c e d b y t h e 
L a k e vi e w S P A a n d t h e G ol di n g -S H K A gr e e m e nt). H e als o k n e w (fr o m t h os e 
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a gr e e m e nts ) t h e si z e of t h e s h ar es of t h e ot h ers  (Mr G ol di n g : 4 5 %, Mr H u m e -K e n d all : 
4 5 %  a n d  Mr B ar k er : 5 %).  H e k n e w of t h e a m o u nt p a y a bl e u n d er t h e v ari ati o n a gr e e m e nts 
( c. £ 1 4. 2 6  milli o n ) a n d t h at h e h a d h a d a b o ut 5 % of t hi s. I a m s ati sfi e d t h at h e k n e w t h at 
t h e r e m ai n d er of t h e £ 1 4. 2 6 milli o n  w as p ai d o ut t o Mr G ol di n g , Mr T h o ms o n,  a n d Mr 
B ar k er  i n t h e a gr e e d pr o p orti o ns.  

5 1 3.  Mr T h o ms o n ’s e vi d e n c e w as t h at h e di d n ot k n o w w h at t h e ot h ers w er e g etti n g; h e 
cl ai m e d t h at h e h a d s ol d his i nt er ests u n d er t h e “ b u y -o ut ”  a gr e e m e nt of J ul y 2 0 1 5 a n d as 
f ar as h e w as c o n c er n e d,  h e w as r e c ei vi n g c o nsi d er ati o n u n d er t h at. H e s ai d i n e vi d e n c e 
t h at h e w as a p p all e d t o l e ar n (t hr o u g h t h e pr o c e e di n gs) h o w m u c h t h e ot h er D ef e n d a nts 
(i. e. Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g ) h a d c h a n n ell e d t o t h e ms el v es r at h er 
t h a n usi n g t h e m f or c o m m er ci al p ur p os es. H e s ai d t h at h e t h o u g ht L & T D w as usi n g t h e 
f u n ds f or it s c o m m er ci al p ur p os es a n d n ot si m pl y “ di v v yi n g u p ”  l ar g e c h u n ks of it. H e 
r e p e at e d t h at his o w n r e c ei pt s w er e j ust t h e pri c e p a y a bl e u n d er his b u y o ut a gr e e m e nt  (s o 
h e h a d n o r e as o n t o k n o w of t h e di v v yi n g u p) . H e s ai d t h at h e t h o u g ht t h e r e st w as b ei n g 
us e d t o i m pr o v e t h e pr o p ert y ass ets of L & T D.  

5 1 4.  T his e vi d e n c e w as b ot h dis h o n est a n d r e v e ali n g. I h a v e alr e a d y r ej e ct e d his e vi d e n c e 
a b o ut t h e b u y -o ut a gr e e m e nt  as a c o n c o cti o n . O n c e t h at is p ut t o o n e si d e, w h at is l eft is 
t h at h e h a d a 5 % s h ar e i n t h e L o n d o n Gr o u p c o m p a ni es; h e k n e w t h e t er ms of t h e 
L a k e vi e w S P A a n d t h e ot h ers’ s h ar es u n d er it; a n d it w o ul d h a v e b e e n o b vi o us t o hi m 
t h at t h e ot h er s h ar e h ol d ers w o ul d h a v e b e e n g etti n g t h eir e ntitl e m e nt, j ust as h e w as . 
M or e o v er , h e k n e w t h at t h e £ 1 4. 2 6  milli o n  fi g ur e w as r e v ers e e n gi n e er e d , t o j ustif y t h e 
t ot al p a y m e nts m a d e o ut. T h er e w as n o ot h er c o m m er ci al j ustifi c ati o n f or it. I fi n d t h at it 
w as o b vi o us t o hi m t h at t h e b al a n c e of 9 5 % , aft er his o w n r e c ei pt s , h a d b e e n p ai d t o t h e 
ot h er t hr e e.  I r ej e ct Mr T h o ms o n’s e vi d e n c e t h at h e o nl y l e ar nt d uri n g t h es e pr o c e e di n gs 
t h at t h e ot h ers w er e g etti n g t h eir s h ar e of t h e m o n e y. H e k n e w it at t h e ti m e. T h e r e as o n 
h e w as n ot “ a p p all e d ”  at t h e ti m e w as t h at h e w a nt e d t o t a k e o ut as m u c h m o n e y as 
p ossi bl e a n d w as r e c kl es sl y i n diff er e nt t o t h e i nt er ests of b o n d h ol d ers.  

5 1 5.  I n d e e d, l at er i n his cr oss -e x a mi n ati o n , Mr T h o ms o n alt er e d his e vi d e n c e a n d s ai d t h at h e 
w as a w ar e t h at t h e ot h er t hr e e w o ul d h a v e r e c ei v e d s o m e of t h eir c o ntr a ct u al e ntitl e m e nts 
b ut t h at h e di d n ot k n o w t h e a m o u nt. H e s ai d t h at h e tr ust e d t h e m t o d e v el o p t h e ass ets 
i n t h eir p oss essi o n ( pr es u m a bl y m e a ni n g t h e b usi n ess es wit hi n i n t h e L o n d o n Gr o u p). 
Mr T h o ms o n w as a c u n ni n g wit n ess a n d h e d o u btl ess r e c o g nis e d t h at his ori gi n al h ar d-
li n e p ositi o n c o ul d n ot b e h el d. B ut I als o r ej e ct t h e m o difi e d p ositi o n t o w hi c h h e 
r etr e at e d. It w as o b vi o us t o hi m t h at t h e ot h ers w er e g etti n g t h eir a gr e e d s h ar es.  

5 1 6.  T his iss u e als o e x pl ai ns w h y Mr T h o ms o n w as s o i nsi st e nt o n m ai nt ai ni n g t h e “ b u y -o ut 
a gr e e m e nt ”  i n t h e f a c e of t h e o v er w h el mi n g c o ntr ar y e vi d e n c e. H e r e ali s e d t h at wit h o ut 
s o m e ot h er e x pl a n ati o n t h e o b vi o us i nf er e n c e w a s t h at if h e w as r e c ei vi n g 5 % of t h e 
m o n e y,  h e k n e w t h e ot h ers w o ul d b e g etti n g t h e ot h er 9 5 %. T h e o nl y ot h er e x pl a n ati o n 
h e off er e d w as t h e b u y -o ut a gr e e m e nt.  

5 1 7.  Mr T h o ms o n’s e vi d e n c e o n t hi s p oi nt is r e v ea li n g b e c a us e it c o nt ai n s a n i m pli cit 
a d mi ssi o n t h at t h e c h a n n elli n g of c as h t o t h e ot h er i n di vi d u als fr o m L C F’s s o ur c es w o ul d 
h a v e b e e n i m pr o p er. H e n c e his pr ot est ati o n t h at h e h a d b e e n “ a p p all e d ” t o l e ar n of h o w 
m u c h t h e y h a d r e c ei v e d . I fi n d t h at h e i n f a ct k n e w j ust h o w m u c h t h e ot h er  t hr e e w er e 
r e c ei vi n g a n d t h at (f ar fr o m b ei n g a p p all e d) h e p er mitt e d t h e p a y m e nts; i n d e e d, h e c a us e d 
t h e m b y a ut h orisi n g t h e p a y m e nts a n d b ei n g p art y t o t h e d o c u m e nts us e d t o j ustif y t h e m. 
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H e k n e w t h at t h e p a y m e nts w hi c h w e nt t o t h e t hr e e i n di vi d u als a n d hi m s elf w er e n ot 
b ei n g us e d f or t h e c o m m er ci al p ur p os es  of L & T D as a b orr o w er .  

5 1 8.  I fi n d t h at Mr G ol di n g  k n e w a b o ut t h e di vi si o n of t h e p a y m e nts t o t h e f o ur i n di vi d u als. 
H e h a d a gr e e d t h e n e w r ati os wit h Mr H u m e -K e n d all , Mr B ar k er , a n d Mr T h o ms o n (s e e 
t h e G ol di n g-S H K A gr e e m e nt) . H e w as g etti n g his s h ar e a n d k n e w t h at t h e ot h ers w er e 
g etti n g t h eir s h ar es ( h e als o k n e w t h at u p t o £ 6  milli o n  t h e “ ol d ” r ati os a p pli e d –  as h e 
m ust h a v e a gr e e d t h e r ati os) .  

5 1 9.  I als o fi n d t h at Mr T h o m s o n k n e w t h at L & T D h a d n o ot h er s o ur c e of f u n di n g t h a n L C F 
a n d t h at it w as n ot g e n er ati n g a n y r e v e n u es or pr ofits fr o m a n y c o m m er ci al a cti vi ties.   

5 2 0.  I n d e e d, as e x pl ai n e d b el o w, n o n e of t h e b orr o w ers e v er p ai d a n y i nt er est li a biliti es fr o m 
i n c o m e t h e y h a d g e n er at e d; i nst e a d, i nt er est w as “ p ai d ” b y t h e b orr o w ers i n cr e asi n g t h eir 
pri n ci p al o bli g ati o ns t o L C F –  a n d t h e f u n ds us e d t o r e p a y e xisti n g b o n d h ol d ers c a m e 
fr o m n e w b o n d h ol d ers a n d n ot fr o m a n yt hi n g g e n er at e d b y t h e b orr o w ers .  

5 2 1.  I h a v e alr e a d y f o u n d t h at at all m at eri al ti m es , Mr G ol di n g  w as a bl e t o a n d di d gi v e 
i nstr u cti o ns t o Mr T h o ms o n c o n c er ni n g L C F . I fi n d t h at Mr G ol di n g  a gr e e d wit h Mr 
T h o ms o n t h at L C F s h o ul d c o nti n u e t o pr o vi d e f u n ds t o L & T D w hi c h w er e t h e n 
distri b ut e d u n d er t h e L a k e vi e w S P A a n d it s v ari a nts.  

T h e El ysi a n S P A  

5 2 2.  T his is t h e s e c o n d of t h e S P As. It w as a n a gr e e m e nt d at e d 2 9 A pril 2 0 1 7 b et w e e n Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  as S ell ers ; El ysi a n R es orts Gr o u p  Li m it e d 
( “ El ysi a n R G L ”) as B u y er ; a n d Gl o b al R es ort Pr o p ert y Pl c ( “ G R P ”) a n d L o n d o n Gr o u p 
L L P , f or t h e s al e a n d p ur c h as e of t h e or di n ar y s h ar es i n G R P .  

5 2 3.  T h er e w er e t hr e e st a g es t o t h e tr a ns a cti o n: 

i. T h e first i n v ol v e d r e-all o c ati n g t h e s o -c all e d “l e g a c y d e bt ” , t h e n o w e d b y L & T D 
t o L C F, t o s e v er al  n e w ( a n d ass etl ess) c o m p a ni es , w hi c h w er e s u bsi di ari es of 
c o m p a ni es o w n e d b y Mr G ol di n g , Mr H u m e -K e n d all , Mr T h o ms o n a n d Mr B ar k er . 
T h es e  w er e k n o w n as t h e “s u p p ort c o m p a ni es ”.  L o n d o n Gr o u p L L P  o w n e d f o ur of 
t h e s u p p ort c o m p a ni es a n d L o n d o n P o w er C or p or ati o n pl c o w n e d t h e fift h, Atl a nti c 
P etr ol e u m S u p p ort. T h e p ur p os e of t hi s first st e p w as t o m o v e t h e d e bt fr o m 
L o n d o n Gr o u p pl c’s s u bsi di ar y, L & T D, s o t h at L o n d o n Gr o u p pl c a n d it s 
s u bsi di ari es c o ul d b e s ol d o n a d e bt -fr e e b asis.  

ii. T h e s e c o n d w as t h at , u n d er t h e S P A , t h e or di n ar y s h ar es i n L o n d o n Gr o u p pl c (t h e 
n a m e of w hi c h w as c h a n g e d t o G R P) w er e s ol d t o El ysi a n R G L  o n t er ms w hi c h 
c o nt e m pl at e d or r e q uir e d t h e iss u a n c e of £ 8 2  milli o n  of r e d e e m a bl e pr ef er e n c e 
s h ar es i n G R P, w hi c h w er e t o b e r e gist er e d i n t h e n a m e of a n e ntit y c all e d L o n d o n 
Gr o u p L L P.  

iii. T h e t hir d st a g e w as t h e e ntr y i nt o n e w f a cilit y a gr e e m e nts b et w e e n  L C F a n d  t h e 
s u bsi di ari es of G R P . T h e s u ms  dr a w n b y t h e s u bsi di ari es u n d er t h es e f a ciliti e s w er e 
t h e n t o b e us e d ( at l e ast i n p art) t o f u n d p a y m e nts t o Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g , p ur p ort e dl y i n r e d e m pti o n of t h e £ 8 2  milli o n  
G R P r e d e e m a bl e pr ef er e n c e s h ar es. 
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5 2 4.  L & T D, t h e c o m p a n y w hi c h h a d b orr o w e d fr o m L C F, w as at t h at st a g e o w n e d b y L o n d o n 
Gr o u p Pl c, w hi c h w as t h e ori gi n al “ L o n d o n Oil & G as Li mit e d ” . T his c o m p a n y h a d b e e n 
a c q uir e d fr o m t h e B oss h ar d f a mil y i n 2 0 1 5. It w a s r e n a m e d G R P o n 8 F e br u ar y 2 0 1 7 . 

5 2 5.  B ef or e t h e El ysi a n S P A, t h e s h ar es i n G R P w er e  o w n e d b y L o n d o n Gr o u p L L P, a li mit e d 
li a bilit y p art n ers hi p, w h os e m e m b ers w er e Mr H u m e -K e n d all  a n d Mr B ar k er . I fi n d t h at 
L o n d o n Gr o u p L L P a n d it s s u bsi di ari es , i n cl u di n g G R P, w er e ulti m at el y b e n efi ci all y 
o w n e d b y Mr G ol di n g , Mr H u m e -K e n d all , Mr T h o ms o n,  a n d Mr B ar k er , i n t h e r ati os 
4 5 :4 5 :5 :5.  T his w as t h e p ositi o n  s et o ut i n t h e G ol di n g -S H K S P A a n d t h es e w er e t h e 
r ati os i n w hi c h t h e pr o c e e ds h a d b e e n di vi d e d u n d er t h e L a k e vi e w S P A ( a n d c a m e t o b e 
di vi d e d u n d er t h e El ysi a n S P A: s e e b el o w) . 

5 2 6.  G R P h a d t hr e e s u bsi di ari es: L & T D, w hi c h h a d b orr o w e d s u bst a nti al f u n d s fr o m L C F 
(si g nifi c a nt p art s of w hi c h h a d b e e n alr e a d y b e e n p ai d t o Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mrs H u m e -K e n d all  u n d er t h e L a k e vi e w S P A); 
L o n d o n Tr a di n g, w hi c h o w n e d t h e s h ar es i n L C C L  ( p urs u a nt t o t h e L a k e vi e w S P A); a n d 
I nt er n ati o n al R es orts Gr o u p Pl c, w hi c h h el d t h e s h ar es i n I n v ersi o n es o n tr ust f or El 
C u p e y, a n d t h e s h ar es i n T e n e d or a.  

5 2 7.  At t hi s st a g e, L & T D als o h a d t hr e e s u bsi di ari es: C V R es orts , C V H ot els  a n d  W at ersi d e 
Vill a g es Pl c, w hi c h o w n e d t h e fr e e h ol d t o t h e L a k e vi e w sit e.  

5 2 8.  As e x pl ai n e d a b o v e, t h e first st a g e i n t h e El ysi a n S P A tr a ns a cti o n w as t h e r e all o c ati o n of 
L & T D’s d e bts t o t h e s u p p ort c o m p a ni es.  

5 2 9.  I n F e br u ar y 2 0 1 7 t h er e w er e dis c ussi o n s  b et w e e n Mr T h o ms o n a n d Mr S e d g wi c k  a b o ut 
r e all o c ati n g L & T D’s d e bt t o ot h er c o m p a ni es, a n d of s elli n g t h e s h ar es i n G R P t o a n e w 
c o m p a n y. T his is e vi d e n c e d b y e m ails. T h er e w as f urt h er dis c ussi o n a b o ut t hi s b et w e e n 
Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr S e d g wi c k  i n M ar c h 2 0 1 7. Mr L e e 
of B uss M urt o n w as i n v ol v e d o n L C F’s b e h alf . 

5 3 0.  I n s u m m ar y, it w as pr o p os e d t h at G R P w o ul d b e r estr u ct ur e d s o t h at it h a d f o ur 
s u bsi di ari es t h at w o ul d b e a bl e t o e nt er i nt o n e w f a cilit y a gr e e m e nts wit h L C F: C V 
R es orts Li mit e d (t o o w n t h e ri g hts u n d er t h e c o ntr a ct wit h P ar a dis e B e a c h S A); 
W at ersi d e Vill a g es Pl c (t o o w n t h e L a k e vi e w sit e a p art fr o m t h e d e v el o p m e nt l a n d); 
C oli n a Pr o p ert y H ol di n gs Li mit e d (t o o w n t h e l e g al titl e i n t h e s h ar es i n I n v ersi o n es); 
a n d C ost a Pr o p ert y H ol di n gs Li mit e d (t o o w n t h e s h ar es i n T e n e d or a) .  

5 3 1.  T h e ot h er p art of t h e pr o p os e d pl a n w as t h at t h e e xisti n g d e bt o w e d b y L & T D t o L C F 
w o ul d b e all o c at e d t o fi v e n e wl y i n c or p or at e d c o m p a ni es, w hi c h w o ul d t a k e o v er t h e 
li a bilit y t o L C F. T his w o ul d all o w t h e d e bt t o b e r e m o v e d fr o m G R P ’s gr o u p, w hi c h 
c o ul d t h e n b orr o w afr es h fr o m L C F.  

5 3 2.  Mr G ol di n g  w as a w ar e of t h e r e all o c ati o n of t h e l e g a c y d e bt s o t h at G R P w o ul d b e fr e e 
of d e bt. T his w as , f or e x a m pl e , s h o w n b y a n e m ail fr o m Mr I n g h a m t o Mr G ol di n g  a m o n g 
ot h ers o n 2 5 A pril 2 0 1 7. Mr S e d g wi c k  r e c ei v e d t h e s a m e e m ail a n d k n e w of t h e 
r e all o c ati o n of t h e d e bt.  

5 3 3.  T h e fi v e c o m p a ni es t h at w er e t o ass u m e t h e l e g a c y d e bt t o L C F w er e  i n c or p or at e d o n 2 5 
a n d 2 6 A pril 2 0 1 7. F o ur of t h e m w er e s u bsi di ari es of L o n d o n Gr o u p L L P a n d 
c orr es p o n d e d t o t h e f o ur s u bsi di ari es of G R P: t h e y w er e C oli n a S u p p ort Li mit e d, C ost a 
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S u p p ort Li mit e d, C a p e V er d e S u p p ort Li mit e d, a n d W at ersi d e S u p p ort Li mit e d. T h e 
fift h, Atl a nti c P etr ol e u m S u p p ort Li mit e d , w as i n c or p or at e d as a s u bsi di ar y of L P C. 
T h es e fi v e s u p p ort c o m p a ni es h a d n o ass ets of t h eir o w n.  

5 3 4.  Atl a nti c P etr ol e u m S u p p ort Li mit e d w as t o b e all o c at e d £ 1 6. 4 milli o n of L C F’s d e bt. T h e 
r e m ai ni n g f o ur s u p p ort c o m p a ni es (s u bsi di ari es of L o n d o n Gr o u p L L P ) w er e t o b e 
all o c at e d d e bt i n v ar yi n g s u ms: W at ersi d e S u p p ort Li mit e d : £ 5 milli o n, C a p e V er d e 
S u p p ort Li mit e d : £ 7 milli o n, C oli n a S u p p ort Li mit e d : £ 5. 5 milli o n, a n d C ost a S u p p ort 
Li mit e d : £ 6. 5 milli o n.  

5 3 5.  Mr T h o ms o n w as a w ar e of t h e r e all o c ati o n of t h e d e bt t o t h e s u p p ort c o m p a ni es. H e g a v e 
i nstr u cti o ns t o Mr L e e a b o ut it. H e k n e w t h at t hi s w o ul d all o w G R P t o b e s ol d t o El ysi a n  
R G L  d e bt -fr e e, s o t h at G R P a n d it s gr o u p c o ul d t h e n b orr o w f urt h er m o n e y fr o m L C F.  

5 3 6.  T h e s u p p ort c o m p a ni es e nt er e d i nt o f a cilit y a gr e e m e nts i n t h e a m o u nt s  m e nti o n e d a b o v e , 
e a c h d at e d 2 9  A pril 2 0 1 7 . Mr T h o ms o n, Mr H u m e -K e n d all a n d Mr S e d g wi c k si g n e d 
t h es e a gr e e m e nts .  

5 3 7.  T h e n e wl y i n c or p or at e d “ s u p p ort ” c o m p a ni es gr a nt e d d e b e nt ur es i n f a v o ur of L C F  d at e d 
2 9 A pril 2 0 1 7 . T h e y i n f a ct h a d n o ass ets of t h eir o w n a n d c o ul d n ot t h er ef or e pr o vi d e 
a n y v al u a bl e s e c urit y f or t h e ass u m pti o n of L & T D’s d e bt t o L C F. Mr T h o ms o n i m pli citl y 
a c c e pt e d t hi s i n his e vi d e n c e : h e s ai d t h at t h e ass et-o w ni n g c o m p a ni es (i. e. t h e 
s u bsi di ari es of G R P) w o ul d pr o vi d e t h e s u p p ort c o m p a ni es wit h s e c urit y. T his m a d e littl e 
s e ns e b e c a us e ( o n his e vi d e n c e) it w o ul d h a v e i n v ol v e d t h e ass ets of t h e ass et -o w ni n g 
c o m p a ni es b ei n g us e d t wi c e as s e c urit y ( b ot h f or t h eir o w n n e w b orr o wi n g fr o m L C F 
a n d f or t h e l e g a c y b orr o wi n g ). 

5 3 8.  T h e fift h s u p p ort c o m p a n y, Atl a nti c P etr ol e u m  S u p p ort , g r a nt e d a d e b e nt ur e t o L C F 
w hi c h p ur p ort e d t o i n cl u d e a c h ar g e o v er L O G’s ri g hts a g ai nst Atl a nti c P etr ol e u m p/f  
u n d er a l o a n a gr e e m e nt d at e d 2 5 M a y 2 0 1 6. T h e d e b e nt ur e st at e d t h at t h e l o a n h a d b e e n 
assi g n e d b y L O G t o Atl a nti c P et r ol e u m S u p p ort o n 2 8 A pril 2 0 1 7. Mr L e e h a d b e e n t ol d 
t h at s u c h a n assi g n m e nt w o ul d t a k e pl a c e.  

5 3 9.  H o w e v er,  s u c h a n assi g n m e nt ( e v e n if m a d e) w o ul d n ot h a v e b e e n a n yt hi n g li k e pr o p er 
s e c urit y f or t h e £ 1 6. 4 milli o n of d e bt t h at Atl a nti c P etr ol e u m S u p p ort h a d a ss u m e d fr o m 
L & T D.  

i. L O G h a d b y t h e n l e nt l es s t h a n £ 1 milli o n t o Atl a nti c P etr ol e u m p/f. 

ii. Atl a nti c P etr ol e u m  p/f ’s m ar k et c a pit ali s ati o n w as o nl y £ 4. 4 milli o n. Mr L e e 
p oi nt e d  t hi s o ut t o Mr T h o ms o n i n a n e m ail i n A pril 2 0 1 7 a n d Mr T h o ms o n k n e w 
t h at t hi s w as i n a d e q u at e o n it s o w n.  

iii. L O G’s ri g hts a g ai nst Atl a nti c P etr ol e u m p/f c o ul d n ot b e assi g n e d wit h o ut t h e 
c o ns e nt of t hir d p arti es b ei n g o bt ai n e d, as t h e r es ult of s u b or di n ati o n arr a n g e m e nts. 
T his h a d n ot h a p p e n e d.  

5 4 0.  Mr L e e  m a d e r e p e at e d r e q u ests f or a c o p y of t h e a ssi g n m e nt. I n A u g ust 2 0 1 7 Mr H u m e -
K e n d all  a n d Mr B ar k er  p ur p ort e d t o e x e c ut e a n assi g n m e nt of L O G’s ri g ht s a g ai nst 
Atl a nti c P etr ol e u m p/f t o Atl a nti c P etr ol e u m S u p p ort Li mit e d. T his p ur p ort e d 
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assi g n m e nt , dr aft e d b y Mr S e d g wi c k , w as b a c k d at e d t o 2 8  A pril 2 0 1 7 . I fi n d t h at t hi s 
w as d o n e t o d e c ei v e Mr L e e . 

5 4 1.  H o w e v er,  L O G’s b o ar d di d n ot a ut h oris e t h e assi g n m e nt, as Mr H u m e -K e n d all  a n d Mr 
B ar k er  ( w h o w er e dir e ct ors of L O G) k n e w. I al s o fi n d t h at Mr S e d g wi c k  w as n e v er 
pr o vi d e d wit h a n y e vi d e n c e t o d e m o nstr at e t h at t h er e h a d b e e n pr o p er a ut h oris ati o n of 
t h e assi g n m e nt b y L O G.  

5 4 2.  L O G’s ri g hts a g ai nst Atl a nti c P etr ol e u m c o nti n u e d t o b e tr e at e d b y Mr T h o ms o n,  Mr 
H u m e -K e n d all  a n d Mr S e d g wi c k  as r e m ai ni n g wit h L O G. F or i nst a n c e , i n A u g ust 2 0 1 7 , 
Mr T h o ms o n r e c ei v e d a n e m ail s h o wi n g h o w L O G w as tr e ati n g it s i nt er est u n d er t h e l o a n 
t o Atl a nti c P etr ol e u m p/f as it s o w n pr o p ert y. A g ai n,  i n D e c e m b er 2 0 1 7 , Mr T h o ms o n 
k n e w fr o m e m ail s h e w as s e nt t h at L O G c o nti n u e d t o r e g ar d its elf as t h e c o u nt er p art y t o 
t h e l o a n t o Atl a nti c P etr ol e u m p/f, s e c ur e d o n t h e s a m e ass et . Mr T h o ms o n di d n ot 
e x pr ess a n y s ur pris e or s e e k a d diti o n al s e c urit y.  I fi n d t h at Mr T h o ms o n k n e w t h at t h er e 
h a d n e v er b e e n a g e n ui n e assi g n m e nt of t h e d e bt b y L O G  t o Atl a nti c P etr ol e u m S u p p ort.  

5 4 3.  T h er e is a l ar g e v ol u m e of e m ails s h o wi n g t h at Mr S e d g wi c k  w as a w ar e t h at , aft er t h e 
d at e of t h e s u p p os e d assi g n m e nt,  L O G w as tr e ati n g t h e ri g hts a g ai nst Atl a nti c P etr ol e u m 
p/f as it s pr o p ert y. I fi n d t h at Mr S e d g wi c k  di d n ot b eli e v e t h at L O G h a d v ali dl y assi g n e d 
t h os e ri g hts t o Atl a nti c P etr ol e u m S u p p ort Li mit e d. I n r el ati o n t o t hi s a n d t h e ot h er 
c o n cl usi o ns dr a w n i n r el ati o n t o Mr S e d g wi c k ’s a cts a n d k n o wl e d g e i n t hi s s e cti o n, I 
dr a w a n a d v ers e  i nf er e n c e fr o m hi s d e cisi o n n ot t o gi v e e vi d e n c e. 

5 4 4.  I fi n d t h at th e p ur p ort e d assi g n m e nt b et w e e n L O G a n d Atl a nti c P etr ol e u m S u p p ort w as 
a s h a m w hi c h w as p ut i n pl a c e, a n d f als el y b a c k d at e d, t o cr e at e t h e i m pr essi o n t h at t h er e 
w as at l e ast s o m e s e c urit y f or t h e d e bt all o c at e d t o Atl a nti c P etr ol e u m S u p p ort Li mit e d, 
w h e n i n r e alit y t h er e w as n o n e. T his is w h y t h er e w as n o c o nsi d er ati o n of it b y t h e b o ar d 
of L O G at t h e ti m e. T h e a ssi g n m e nt w as ulti m at el y s et asi d e o n 7 J ul y 2 0 2 2 b y I C C J u d g e 
B ar b er ([ 2 0 2 2] E W H C 1 6 7 2 ( C h)) o n t h e b asis t h at t h er e h a d b e e n n o a ut h orit y fr o m t h e 
b o ar d of L O G . 

5 4 5.  T h e d e b e nt ur es gr a nt e d b y t h e ot h er f o ur s u p p ort c o m p a n i es (t h e s u bsi di ar i e s of L o n d o n 
Gr o u p L L P ) r ef er i n t ur n t o a d e b e nt ur e gr a nt e d i n f a v o ur of s u c h s u p p ort c o m p a n y b y 
t h e c orr es p o n di n g s u bsi di ar y of G R P (e. g., a d e b e nt ur e gr a nt e d b y C ost a Pr o p ert y 
H ol di n gs Li mit e d i n f a v o ur of C ost a S u p p ort Li mit e d). B ut t h es e d e b e nt ur e s di d n ot 
s e c ur e a n yt hi n g, b e c a us e t h e y w er e e x pr ess e d t o b e s e c urit y f or t h e l e n di n g m a d e b y t h e 
r el e v a nt s u p p ort c o m p a n y t o t h e c orr es p o n di n g  G R P s u bsi di ar y c o m p a n y . N o f a cilit y 
w as e v er e nt er e d i nt o b et w e e n t h e r el e v a nt G R P s u bsi di ar y a n d t h e c orr es p o n di n g s u p p ort 
c o m p a n y, a n d t h er e w as n o ot h er b asis o n w hi c h t h e G R P s u bsi di ar y b e c a m e i n d e bt e d t o 
t h e r el e v a nt s u p p ort c o m p a n y. T h is i s t h e c as e f or e a c h of t h e G R P s u bsi di ari es.  

5 4 6.  I n a n y e v e nt, as alr e a d y e x pl ai n e d t h es e arr a n g e m e nts w o ul d h a v e m a d e n o c o m m er ci al 
s e ns e f or L C F as t h e s u p p ort c o m p a ni es h a d n o ass ets of t h eir o w n a n d  t h e ass ets of t h e 
G R P s u bsi di ari es w o ul d h a v e h a d t o st a n d as s e c urit y f or b ot h t h e l e g a c y d e bt a n d t h e 
n e w d e bt. I h a v e alr e a d y e x pl ai n e d w h y t h e  G R P s u bsi di ari es  h a d n ot hi n g li k e t h e ass ets 
n e e d e d f or t h at l e v el of s e c urit y.  

5 4 7.  I fi n d t h at Mr T h o ms o n w as w h oll y r e c kl ess i n r el ati o n t o t h e s e c urit y. H e di d n ot i nsi st 
o n a n i n d e p e n d e nt v al u ati o n of t h e ass ets w hi c h w er e s u p p os e d t o st a n d a s s e c urit y , or 
r e q uir e a pr o p er l e g al r e p ort c o nfir mi n g t h at pr o p er s e c urit y w as h el d. H e di d n ot t a k e 
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e v e n t h e m ost b asi c st e p s a n y h o n est a n d pr u d e nt dir e ct or of a l e n di n g c o m p a n y w o ul d 
h a v e t a k e n. H e w e nt al o n g wit h t h e tr a ns a cti o n b e c a us e h e st o o d t o m a k e l ar g e s u ms fr o m 
it. 

5 4 8.  T h e li a biliti es o w e d b y t h e s u p p ort c o m p a ni es w er e als o s u bj e ct t o s e c urit y p ur p ort e dl y 
gi v e n  b y L o n d o n Gr o u p L L P, t h e p ar e nt e ntit y . T his a p p e ars t o h a v e f oll o w e d dis c ussi o ns 
i n t h e c o urs e of w hi c h Mr L e e ( a cti n g f or L C F) r ais e d q u eri es a b o ut s e c urit y  s h ortl y 
b ef or e t h e tr a ns a cti o n c o m pl et e d . Mr S e d g wi c k  e x pl ai n e d t o Mr  L e e t h at L o n d o n Gr o u p 
L L P, t h e p ar e nt e ntit y , w o ul d h ol d G R P’s r e d e e m a bl e pr ef er e n c e s h ar es, a n d t h at t h e 
pr o c e e ds of t h os e s h ar es w o ul d b e us e d t o p a y t h e li a biliti es of t h e “s u p p ort c o m p a ni es ”. 
H e s ai d t h at L o n d o n Gr o u p w o ul d r e c ei v e pr ef e r e n c e s h ar es i niti all y i n t h e s u m of c. £ 9 0 
milli o n  a n d w o ul d b e r es p o nsi bl e f or r e p a yi n g t h e e xisti n g d e bt o ut of t h e r e d e m pti o n 
pr o c e e ds of t h e pr ef er e n c e s h ar es. L o n d o n Gr o u p L L P gr a nt e d a g u ar a nt e e, a n d a 
d e b e nt ur e p ur p orti n g t o s e c ur e t h e r e d e e m a bl e pr ef er e n c e s h ar es i n G R P.  

5 4 9.  T his di d n ot , h o w e v er , r es ult i n v al u a bl e s e c urit y b ei n g gr a nt e d i n f a v o ur of L C F : 

i. It is c o m m o n gr o u n d t h at t h e r e d e e m a bl e pr ef er e n c e s h ar es i n G R P w er e n e v er 
iss u e d. H e n c e t h e s e c urit y f ail e d at st a g e o n e.  

ii. I n a n y c as e, th e El ysi a n S P A a nti ci p at e d t h at t h e r e d e e m a bl e pr ef er e n c e s h ar es i n 
G R P w o ul d b e iss u e d t o Mr H u m e -K e n d all, Mr B ar k er  a n d Mr T h o ms o n a n d n ot 
t o L o n d o n Gr o u p L L P. 

iii. T h e s u ms  i n f a ct p ai d t o t h os e i n di vi d u als ( a n d Mr G ol di n g a n d Mr I n g h a m) b y 
r ef er e n c e t o t h e El ysi a n S P A w er e ne v er us e d t o r e p a y or r e d u c e a n y of t h e 
li a biliti es of t h e s u p p ort c o m p a ni es. Th e l e g a c y li a biliti es r e m ai n e d f ull y p a y a bl e 
u p t o t h e F C A r ai d i n D e c e m b er 2 0 1 8 a n d L C F’s c oll a ps e.  

5 5 0.  I fi n d t h at t h er e w as n o g e n ui n e i nt e nti o n t o us e t h e s u ms p ai d o ut t o t h e i n di vi d u als u n d er 
t h e El ysi a n S P A ( p ur p ort e dl y i n r e d e m pti o n of t h e pr ef er e n c e s h ar es) t o p a y d o w n t h e 
l e g a c y d e bt o wi n g t o L C F. First, if t hi s h a d b e e n t h e i nt e nti o n, pr o p er d o c u m e nt ati o n 
w o ul d h a v e b e e n p ut i n pl a c e r e q uiri n g t h e pr o c e e ds u n d er t h e a gr e e m e nt t o b e a p pli e d 
i n p a yi n g t h e l e g a c y d e bt s. T his di d n ot h a p p e n. S e c o n d, t h e r e ci pi e nts of t h e m o n e y p ai d 
p urs u a nt t o t h e a g r e e m e nt n e v er a p pli e d a n y of it i n r e p a yi n g t h e l e g a c y  d e bt. T h e f a ct 
t h at t h e y n e v er m a d e a n y s u c h p a y m e nts str o n gl y s u g g ests t h at t h e y n e v er i nt e n d e d t o d o 
s o.  

5 5 1.  Mr T h o ms o n als o s ai d i n or al e vi d e n c e t h at t h e p a y m e nts i n r es p e ct of t h e pr ef er e n c e 
s h ar es u n d er t h e El ysi a n S P A w o ul d b e us e d t o “ p a y d o w n ” t h e li a biliti es of t h e “s u p p ort 
c o m p a ni es ”. I r ej e ct t hi s. It is at o d ds wit h t h e w a y t h e p a y m e nts u n d er t h e S P A w er e i n 
f a ct a p pli e d a n d p ai d. T h e r e w as n o c o ntr a ct u al o bli g ati o n o n t h e r e ci pi e nts t o p a y d o w n 
t h e l e g a c y d e bts. N eit h er  Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  n or  Mr G ol di n g  
e v er us e d a n y of t h e m o n e y t h e y r e c ei v e d t o p a y d o w n t h e l e g a c y d e bts. I fi n d t hat Mr 
T h o ms o n k n e w t h at t h er e w as n e v er a n y r e ali sti c pr os p e ct t h at t h e li a biliti es of t h e 
“s u p p ort c o m p a ni es ” t o L C F w o ul d b e r e p ai d a n d t h at t h e r e all o c ati o n of d e bt t o t h e 
s u p p ort c o m p a ni es w as a d e vi c e t o cl e ar a w a y t h e i n d e bt e d n ess i n c urr e d d uri n g t h e p eri o d 
of t h e  L a k e vi e w S P As t o p er mit fr es h b orr o wi n g fr o m L C F b y G R P’s s u bsi di ari es.  

5 5 2.  I n s h ort, th e r e all o c ati o n of t h e d e bts of L & T D t o t h e s u p p ort c o m p a ni es h a d n o pr o p er 
c o m m er ci al r ati o n al e.  T h e s u p p ort c o m p a ni es l a c k e d t h e ass ets t o pr o vi d e pr o p er s e c urit y 
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a n d f ail e d t o pr o vi d e v ali d s e c urit y. O n Mr T h o ms o n ’s o w n e vi d e n c e, e v e n if v ali d 
s e c urit y h a d b e e n cr e at e d, t h e l e g a c y l e n di n g a n d t h e n e w l e n di n g w o ul d b ot h h a v e b e e n  
s e c ur e d o n t h e ass ets of t h e G R P s u bsi di ari es, w hi c h h a d n ot hi n g li k e t h e r e q uir e d v al u e 
e v e n f or t h e n e w l e n di n g, l et al o n e t h e l e g a c y l e n di n g. I n d e e d, th e n e w l e n di n g t a k e n o n 
it s o w n w as gr ossl y u ns e c ur e d.  I fi n d t h at Mr T h o ms o n a gr e e d t o t h e r e all o c ati o n of t h e 
d e bt a n d t h e v ari o us s e c urit y arr a n g e m e nts wit h o ut a n y c o nsi d er ati o n of t h e i nt er ests of 
L C F or t h e b o n d h ol d ers. H e k n e w h e p ers o n all y w as g oi n g t o r e c ei v e 5 % of t h e pr o c e e ds 
of t h e El ysi a n S P A  a n d t his bli n d e d hi m t o all els e . H e w as r e c kl essl y i n diff er e nt t o t h e 
ris ks t h e tr a ns a cti o n t hr e w o nt o t h e b o n d h ol d ers.  

5 5 3.  I fi n d t h at Mr G ol di n g a n d Mr S e d g wi c k  w er e  als o a w ar e t h at t h e s u p p ort c o m p a ni es 
l a c k e d t h e ass ets t o pr o vi d e s e c urit y a n d t h at t h e y f ail e d t o pr o vi d e pr o p er s e c urit y.  

5 5 4.  T h e s e c o n d st a g e of t h e tr a ns a cti o n w as t h e s al e of t h e s h ar es i n G R P t o El ysi a n R G L . 
T his c o m p a n y w as o nl y i n c or p or at e d o n 2 8 A pril 2 0 1 7, t h e d a y b ef or e t h e S P A. El ysi a n  
R G L  w as o w n e d b y Mr I n g h a m , a n d it s dir e ct ors w er e Mr I n g h a m  a n d Mr M c C art h y . 

5 5 5.  T h e d o c u m e nts s h o w t h at t h er e h a d pr e vi o usl y b e e n a  pl a n t o us e a c o m p a n y c all e d 
Gl o b al R es ort D e v el o p m e nt Li mit e d, w hi c h w as ass o ci at e d wit h Mr T err y Mit c h ell , as 
t h e a c q uisiti o n v e hi cl e. H o w e v er, it a p p e ars t h at t his c o m p a n y w as d e pl o y e d f or a n ot h er 
p ur p os e,  a n d it w as t h e n d e ci d e d t o us e El ysi a n  R G L .  

5 5 6.  T h e d a y aft er t h e El ysi a n S P A, Mr Mit c h ell s e nt a n e m ail t o Mr H u m e -K e n d all  s a yi n g , 
“ M ar k us e d a c o m p a n y h e h a d a v ail a bl e t o si g n. Pr es u m a bl y w e a c q uir e fr o m t h at 
e ntit y ? ” I fi n d ( p artl y b as e d o n l at er e v e nts e x pl ai n e d b el o w) t h at Mr H u m e -K e n d all  a n d 
Mr G ol di n g  h a d  i nt e n d e d t o e nt er  a tr a ns a cti o n i n v ol vi n g Mr Mit c h ell  b ut t h at t h e y 
d e ci d e d t h e y w a nt e d t o g o a h e a d q ui c kl y a n d , t h er ef or e, Mr I n g h a m  i n c or p or at e d a n e w 
c o m p a n y t o f u n cti o n as t h e p ur c h as er i n t h e i nt eri m, p e n di n g a s u bs e q u e nt s al e t o a 
c o m p a n y c o n n e ct e d wit h Mr M it c h ell.  

5 5 7.  As alr e a d y e x pl ai n e d , th e El ysi a n S P A pr o vi d e d f or t h e s al e of 1 0 0 or di n ar y s h ar es i n 
G R P t o El ysi a n R G L o n t er ms w hi c h e n vis a g e d t h e iss u e  of £ 8 2 . 1 2 5 milli o n r e d e e m a bl e 
pr ef er e n c e s h ar es t o Mr T h o ms o n,  Mr H u m e -K e n d all  a n d Mr B ar k er  ( w hi c h w er e t o b e 
b e n efi ci all y h el d b et w e e n Mr G ol di n g , Mr H u m e -K e n d all , Mr T h o ms o n a n d Mr B ar k er  
i n t h e r ati o 4 5: 4 5: 5: 5). Alt h o u g h Mr G ol di n g  w as n ot r ef err e d t o i n t h e a gr e e m e nt, I fi n d 
t h at it w as al w a ys u n d erst o o d t h at Mr B ar k er  w as a cti n g as a pr o x y or n o mi n e e f or Mr 
G ol di n g  i n r es p e ct of his 4 5 % i nt er est. Mr T h o ms o n e x pl ai n e d i n his or al e vi d e n c e t h at 
Mr G ol di n g  w as t o r e c ei v e c o nsi d er ati o n u n d er t h e El ysi a n tr a ns a cti o n.  

5 5 8.  Mr S e d g wi c k  w as r es p o n si bl e f or dr afti n g t h e El ysi a n S P A a n d h e u n d erst o o d it s t er ms.  

5 5 9.  T h e Cl ai m a nts a c c e pt e d t h at t h er e is c o m p ar ati v el y littl e e m ail c orr es p o n d e n c e s h o wi n g 
Mr G ol di n g ’s i n v ol v e m e nt i n t h e d e v el o p m e nt of t h e El ysi a n S P A. H o w e v er , I fi n d t h at 
h e w as i n v ol v e d f or t h e f oll o wi n g r e as o ns: h e w as a m aj or b e n efi ci ar y of t h e tr a ns a cti o n, 
s et ori gi n all y t o r e c ei v e 4 5 % of t h e pr o c e e ds; h e m ust h a v e a gr e e d a r e d u cti o n t o 4 2. 5 % 
t o a c c o m m o d at e Mr I n g h a m’s s h ar e (s e e b el o w); h e pl ai nl y k n e w t h at t h e f u n di n g w o ul d 
c o m e fr o m L C F ( o v er w hi c h h e h a d ulti m at e c o ntr ol) , as t h er e w as n o ot h er pl a usi bl e 
s o ur c e; Mr S e d g wi c k  h a d a ct e d as his l a w y er f or m a n y y e ars a n d w as i nstr u m e nt al i n 
cr e ati n g t h e tr a ns a cti o n; a n d Mr G ol di n g  s o u g ht t o a v oi d his o w n n a m e  a p p e ari n g i n 
d o c u m e nts . A n e x a m pl e of t h e l ast p oi nt is t h at at a b o ut t h e s a m e ti m e as t h e El ysi a n 
tr a ns a cti o n Mr G ol di n g  p arti ci p at e d i n  dis c ussi o ns a b o ut  c h a n g es t o b e m a d e t o t h e 
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L a k e vi e w S P A d esi g n e d t o i n cr e as e his s h ar e of t h e p a y m e nts d eri vi n g fr o m L C F . Mr 
G ol di n g  w as n ot c o pi e d i nt o t h at c orr es p o n d e n c e,  b ut Mr T h o ms o n e x pl ai n e d t h at Mr 
G ol di n g  w o ul d h a v e b e e n i n v ol v e d i n t h e dis c ussi o ns , a n d I s o fi n d.  

5 6 0.  Cl a us e 5. 3 of t h e El ysi a n S P A pr o vi d e d t h at 5 0 % of a n y s u ms  l eft aft er g e n er al a n d 
a d mi nistr ati v e e x p e ns es w o ul d b e a p pli e d i n r e p a y m e nt of t h e r e d e e m a bl e pr ef er e n c e 
s h ar es (i. e. t h at 5 0 % of s u c h s u ms  w o ul d b e p ai d t o Mr T h o ms o n,  Mr H u m e -K e n d all  a n d 
Mr B ar k er  (i n cl u di n g f or Mr G ol di n g )).  

5 6 1.  N o r e d e e m a bl e pr ef er e n c e s h ar es i n G R P w er e e v er a ct u all y iss u e d.  

5 6 2.  I n d e e d, n o pr ef er e n c e s h ar es i n G R P c o ul d l a wf ull y h a v e b e e n iss u e d a n d r e d e e m e d i n 
t h e cir c u mst a n c es e n vis a g e d b y t h e El ysi a n S P A.  

i. A c o m p a n y m a y n ot i ss u e s h ar es at a dis c o u nt ( s e cti o n  5 8 0 C o m p a ni es A ct 2 0 0 6) . 

ii. F or a  p l c, at l e ast o n e -q u art er of t h e n o mi n al v al u e of all ott e d s h ar es m ust b e p ai d 
u p (s e cti o n  5 8 6( 1)).  

iii. A pl c m a y o nl y iss u e r e d e e m a bl e s h ar es if it s arti cl es all o w it (s e cti o n  6 8 4).  

i v. R e d e e m a bl e s h ar es m a y n ot b e r e d e e m e d u nl ess t h e y ar e f ull y p ai d u p (s e cti o n  
6 8 6).  

v.  R e d e e m a bl e s h ar es iss u e d b y a pl c m a y o nl y b e r e d e e m e d o ut of distri b ut a bl e 
pr ofit s of t h e c o m p a n y  or t h e pr o c e e ds of a fr es h iss u e of s h ar es m a d e f or t h at 
p ur p os e (s e cti o n  6 8 7).  

vi.  H er e t h e s h ar es w er e n e v er iss u e d. B ut if t h e y h a d b e e n t h e y c o ul d n ot h a v e b e e n 
r e d e e m e d wit h o ut b ei n g f ull y p ai d u p ( w hi c h n e v er h a p p e n e d); a n d a n y 
r e d e m pti o ns c o ul d o nl y h a v e b e e n m a d e usi n g distri b ut a bl e pr ofit s ( w hi c h w as n ot 
t h e c as e, as G R P di d n ot h a v e s u c h pr ofits ).  

5 6 3.  T h o u g h his e vi d e n c e o n t hi s p oi nt w as n ot al w a ys c o nsist e nt, I fi n d t h at Mr T h o ms o n 
k n e w t h at h e p ers o n all y h a d n e v er b e e n iss u e d wit h a n y pr ef er e n c e s h ar es b y G R P , a n d 
t h at n o n e h a d b e e n iss u e d t o t h e ot h er s ell ers eit h er. Si n c e Mr T h o ms o n k n e w t h at t h e 
r e d e e m a bl e pr ef er e n c e s h ar es h a d n ot b e e n iss u e d, h e als o k n e w t h at t h e d e b e nt ur e 
gr a nt e d b y L o n d o n Gr o u p L L P ( w hi c h w as s u p p o s e dl y o v er s u c h s h ar es) di d n ot bit e o n 
a n y ass et s. Mr T h o ms o n w as als o u n a bl e t o e x pl ai n i n e vi d e n c e w h y h e w o ul d h a v e b e e n 
s ati sfi e d wit h t hi s s e c urit y gi v e n t h at u n d er t h e El ysi a n S P A, t h e r e d e e m a bl e pr ef er e n c e 
s h ar es w er e s u p p os e d t o b e h el d b y t h e i n di vi d u al S ell ers r at h er t h a n L o n d o n Gr o u p L L P . 
I fi n d t h at Mr T h o ms o n w as r e c kl essl y i n diff er e nt t o t h es e m att ers. H e di d n ot t a k e a n y 
of t h e st e ps a n h o n est a n d r e as o n a bl e dir e ct or w o ul d h a v e t a k e n t o e ns ur e t h at pr o p er 
s e c urit y w as t a k e n. H e  a n d t h e ot h er r el e v a nt D ef e n d a nts w er e i nt er est e d i n r e c ei vi n g 
l ar g e p a y m e nts p ers o n all y a n d w er e e ntir el y r e c kl ess  a b o ut s e c urit y f or t h e b o n d h ol d ers. 

5 6 4.  T h e £ 8 2, 1 2 5, 0 0 0 fi g ur e w as c al c ul at e d b y a d di n g v al u es f or v ari o us ass ets s ai d t o b el o n g 
ulti m at el y t o L o n d o n Gr o u p L L P. T h es e i n cl u d e d  £ 2 8. 2 8 milli o n f or El C u p e y (T h e Hill ), 
£ 3 2. 1 milli o n f or T h e B e a c h, £ 1 8. 7 4 milli o n f or L a k e vi e w, a n d £ 3 milli o n i n r el ati o n t o 
C V R es orts or P ar a dis e B e a c h. I fi n d, f or r e as o n s alr e a d y gi v e n, t h at t h es e v al u es w er e 
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m assi v el y i nfl at e d . I als o fi n d t h at e a c h of Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , 
Mr G ol di n g  a n d Mr S e d g wi c k  k n e w t h at t h es e v al u es w er e e ntir el y u nr e ali sti c.  

5 6 5.  M or e o v er, it is i n c o n c ei v a bl e t h at Mr I n g h a m , w h o h a d b e e n i n v ol v e d wit h t h e d e ali n gs 
wit h t h e l a n d i n t h e D o mi ni c a n R e p u bli c a n d h a d tr a nsf err e d I n v ersi o n es a n d T e n e d or a 
f or n o c o nsi d er ati o n, w o ul d g e n ui n el y h a v e b e e n pr e p ar e d t o b u y t h e m f or a t ot al of £ 6 0. 3 
milli o n. Mr  I n g h a m h a d pr e vi o usl y r u n S a n ct u ar y a n d t h er ef or e k n e w t h at T h e Hill h a d 
b e e n a c q uir e d f or £ 7 8 0, 0 0 0; t h at t h e s h ar es i n I n v ersi o n es w er e h el d o n tr ust f or t h e 
S a n ct u ar y i n v est ors; t h at t h e c o ntr a ct pri c e f or T h e B e a c h w as £ 3. 5 milli o n; a n d t h at 
T e n e d or a h a d n ot a ct u all y a c q uir e d a n y of t h e p ar c els of l a n d o n T h e B e a c h y et.  

5 6 6.  F urt h er m or e : 

i. T h er e is n o e vi d e n c e of a n y att e m pt s  b y Mr I n g h a m or Mr M c C art h y ( w h o 
s u p p os e dl y r e pr es e nt e d El ysi a n  R G L ) t o n e g oti at e o v er t h e pri c e.  O n t h e c o ntr ar y , 
t h e pri c e w as si m pl y p art of t h e o v er all p a c k a g e cr e at e d b y Mr S e d g wi c k at t h e 
b e h est of Mr H u m e -K e n d all a n d Mr G ol di n g.   

ii. Mr I n g h a m a n d Mr M c C art h y di d n ot c o n d u ct  or c o m missi o n a n y d u e dili g e n c e 
i nt o t h e u n d erl yi n g ass ets s ai d t o c o m pris e t h e £ 8 2 . 1 2 5 milli o n . T h er e is n o 
e vi d e n c e t h at t h e y r e q uir e d or pr o c ur e d v al u ati o ns of t h e ass ets. N o g e n ui n e b u y er 
w o ul d h a v e e nt er e d  a n arr a n g e m e nt of t hi s ki n d wit h o ut d u e dili g e n c e  a n d 
v al u ati o ns . 

iii. Mr I n g h a m a n d Mr M c C art h y di d n ot i nstr u ct s oli cit ors t o a ct f or t h e m i n t h e 
p ur c h as e.  N o g e n ui n e c o m m er ci al b u y er w o ul d h a v e e nt er e d s u c h a l ar g e c o ntr a ct 
wit h o ut i nstr u cti n g l a w y ers.   

i v. Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr S e d g wi c k  k n e w 
e a c h of t h es e f a cts.  

5 6 7.  F or t h e a b o v e r e as o ns, I fi n d t h at t hi s w as n ot a g e n ui n e ar m’s l e n gt h c o m m er ci al 
tr a ns a cti o n b ut w as  a n artifi ci al d e vi c e  d esi g n e d t o  j ustif y p a y m e nts t o t h e f o ur 
i n di vi d u als a n d Mr I n g h a m. I fi n d t h at e a c h of Mr T h o ms o n, Mr H u m e -K e n d all, Mr 
B ar k er, Mr G ol di n g, a n d Mr S e d g wi c k  k n e w t hi s. Mr I n g h a m w as pr e p ar e d t o g o al o n g 
wit h t h e tr a ns a cti o n b e c a us e t h e D ef e n d a nts a gr e e d t h at h e w o ul d r e c ei v e 5 % of all s u ms  
t o b e distri b ut e d u n d er it. 

5 6 8.  As t o Mr I n g h a m’s r ol e, h e h a d pr e vi o usl y r u n S a n ct u ar y a n d k n e w of t h e S a n ct u ar y 
s c h e m e . H e h a d als o h el p e d Mr T h o ms o n a n d Mr H u m e -K e n d all  s et u p S A F E i n 2 0 1 3.  

5 6 9.  Mr H u m e -K e n d all  a n d Mr G ol di n g  a gr e e d t h at Mr I n g h a m  w o ul d r e c ei v e 5 % of t h e s u ms 
p ai d u n d er t h e El ysi a n S P A, b y e a c h of t h e m r e d u ci n g t h eir s h ar es b y 2. 5 %. T his is s h o w n 
i n e m ail dis c ussi o ns b et w e e n Mr H u m e -K e n d all , Mr B ar k er  a n d Mr S e d g wi c k  fr o m 
F e br u ar y 2 0 1 7 o n w ar ds. B y M ar c h 2 0 1 7 , it w as a gr e e d t h at t h e y w o ul d d o t hi s b y a tr ust 
arr a n g e m e nt.  

5 7 0.  M r I n g h a m di d n ot a ct u all y h ol d a n y s h ar es i n G R P  at t h e ti m e of t h e tr a ns a cti o n . Mr 
S e d g wi c k  d e alt wit h t hi s b y pr o d u ci n g b a c k d at e d d e cl ar ati o ns of tr ust b y Mr H u m e -
K e n d all  a n d Mr B ar k er . It a p p e ars fr o m t h e e m ail s t h at Mr S e d g wi c k  di d t hi s t o r e d u c e  
li a biliti es f or t a x, i. e., t o d e c ei v e H M R C. 
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5 7 1.  As t o Mr M c C art h y ’s r ol e, h e w or k e d at t h e ti m e of t h e tr a ns a cti o n f or L o n d o n Gr o u p 
Pl c , i n t h e s a m e offi c es a s Mr I n g h a m, Mr P e a c o c k, Mr R e d m a n, Mr H u m e -K e n d all , Mr 
B ar k er , a n d Mr S e d g wi c k . T his fi n di n g is e vi d e n c e d b y a fl o or pl a n f or offi c es w hi c h 
s h o w t h e m w or ki n g t o g et h er. Mr M c C art h y c o nti n u e d t o w or k f or L o n d o n Gr o u p L L P 
a n d ass o ci at e d c o m p a ni e s u ntil A u g ust 2 0 1 8. H e w as pr o mis e d a c o m missi o n i n r et ur n 
f or his i n v ol v e m e nt i n t h e El ysi a n tr a ns a cti o n as w ell as t h e Pri m e S P A (s e e b el o w).  

5 7 2.  T h e t hir d st a g e of t h e El ysi a n tr a ns a cti o n w as f or L C F t o gr a nt n e w f a ciliti es t o G R P’s 
s u bsi di ari es. T his w o ul d e n a bl e n e w dr a w d o w ns t o b e m a d e fr o m L C F, w hi c h c o ul d t h e n 
b e p ai d o n t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  ( as w ell as 
Mr I n g h a m a n d Mr M c C art h y)  i n t h e p ur p ort e d r e d e m pti o n of t h e ( n o n-e xist e nt) 
pr ef er e n c e s h ar es .  

5 7 3.  T h e f a cilit y a gr e e m e nts w er e pr e p ar e d a n d e x e c ut e d i n M a y 2 0 1 7. It w as e n vis a g e d t h at 
e a c h s u bsi di ar y w o ul d b orr o w £ 2 0 milli o n.  

5 7 4.  T h e G R P s u bsi di ari es al s o gr a nt e d d e b e nt ur es  w hi c h, o n t h eir f a c e, s e c ur e d t h e n e w 
f a ciliti es gi v e n b y L C F. F or r e as o ns alr e a d y gi v e n, I fi n d t h at t h e n e w l e n di n g w as 
u ns e c ur e d or v er y s eri o u sl y u n d er s e c ur e d . I n s u m m ar y: 

i. C V R es orts Li mit e d still di d n ot o w n a n y pr o p ert y, a n d w h e n t h e El ysi a n S P A w as 
e x e c ut e d, it w as pr o b a bl e t h at it h a d n o ri g hts at all as C V R es orts w as i n br e a c h of 
c o ntr a ct a n d t h e v e n d or h a d t hr e at e n e d t o t er mi n at e .  

ii. C ost a Pr o p ert y H ol di n gs Li mit e d h a d n ot a c q uir e d T h e B e a c h, a n d m er el y h el d 
ri g hts u n d er a c o nt est e d p ur c h as e a gr e e m e nt. 

iii. C oli n a Pr o p ert y H ol di n gs Li mit e d o w n e d s h ar es i n I n v ersi o n es, b ut t h es e w er e h el d 
o n tr ust f or El C u p e y, a n d I n v ersi o n es ’ li a biliti es e x c e e d e d it s ass ets .  

i v. W at ersi d e Vill a g es Pl c di d h ol d pr o p ert y w hi c h it c o ul d c h ar g e b y w a y of s e c urit y 
( a fr e e h ol d i nt er est i n t h e L a k e vi e w sit e) b ut t h er e w as n o r ati o n al b asis o n w hi c h 
a n y of t h e p arti ci p a nts c o ul d h a v e c o n cl u d e d t h at it h a d a v al u e cl os e t o £ 2 0  milli o n . 

v.  I fi n d t h at e a c h of Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g , a n d 
Mr S e d g wi c k  w er e a w ar e of t h es e f a cts.  

5 7 5.  T h e s u bsi di ari es of G R P t h e n m a d e d r a w d o w ns u n d er t h e n e w f a ciliti es fr o m M a y 2 0 1 7 
o n w ar ds. At t h e s a m e ti m e , p a y m e nts st art e d t o b e m a d e i n p ur p ort e d r e d e m pti o n of G R P 
pr ef er e n c e s h ar es. T h er e w as n o pr o p er b asis f or t his as n o s u c h s h ar es h a d b e e n iss u e d. 
T h es e dr a w n -d o w n s u ms w er e p ai d b y L C F t o G R P (r at h er t h a n t o t h e s u bsi di ari es w hi c h 
h a d e nt er e d  t h e n e w f a ciliti es). T h e li a bilit y i n c urr e d u n d er e a c h dr a w d o w n w as t h en  
all o c at e d t o o n e of t h e G R P s u bsi di ari es.  

5 7 6.  T h e dr a w d o w ns fr o m L C F f u n d e d p a y m e nts b y G R P t o S a n ds E q uit y C a pit al Li mit e d 
( “ S a n ds E q uit y ”), w hi c h w as o w n e d b y L o n d o n Gr o u p L L P, a n d of w hi c h Mr H u m e -
K e n d all  w as t h e s ol e dir e ct or. Mr T h o ms o n e x pl ai n e d i n e vi d e n c e t h at it s n a m e c a m e 
fr o m “ S p e n c er a n d  S i m o n” . Mr T h o ms o n k n e w t his t o b e a c o m p a n y r u n b y Mr H u m e -
K e n d all a n d Mr G ol di n g.  
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5 7 7.  Mr S e d g wi c k , Mr H u m e -K e n d all  a n d Mr B ar k er  arr a n g e d f or a b a c k d at e d a g e n c y 
a gr e e m e nt t o b e p ut i n pl a c e wit h S a n ds E q uit y t o e x pl ai n w h y t h e f u n ds w er e b ei n g p ai d 
t o S a n ds E q uit y.  

5 7 8.  S a n ds E q uit y i n t ur n p ai d t h es e s u ms  t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , Mr 
G ol di n g , a n d Mr I n g h a m .  

5 7 9.  I fi n d fr o m t h e c o nt e m p or a n e o us d o c u m e nts t h at Mr T h o ms o n a p pr o v e d t h e dr a w d o w ns 
b y G R P’s s u bsi di ari es a n d t h at h e e n c o ur a g e d t h e dr a wi n g of t h e m a xi m u m a m o u nt 
a v ail a bl e i n L C F’s b a n k a c c o u nt  ( ess e nti all y b ei n g n e w i n v est m e nts b y b o n d h ol d ers). I 
fi n d t h at he di d t hi s t o m a xi mi s e t h e p a y m e nts m a d e u n d er t h e El ysi a n S P A. Mr T h o ms o n 
cl ai m e d i n e vi d e n c e t h at t h e r e as o n h e k e pt i n cl os e c o m m u ni c ati o n wit h Mr H u m e -
K e n d all  a n d Mr B ar k er  a b o ut t h e a m o u nt s i n L C F’s b a n k a c c o u nt w as b e c a us e h e w as 
k e e n t o m a xi mi s e l e n di n g t o t h e b orr o wi n g c o m p a ni es (r at h er t h a n k e e pi n g t h e m o n e y i n 
c as h). I r ej e ct t h at e vi d e n c e. H e k n e w t h at  a  v er y s u bst a nti al pr o p orti o n of t h e a d v a n c es 
w er e b ei n g p ai d o ut t o hi m a n d t h e ot h er D ef e n d a nts f or t h eir p ers o n al b e n efit a n d h e di d 
n ot t hi n k t h at t h e m o n e y w as b ei n g i n v est e d i n i n c o m e -g e n er ati n g b usi n ess es.  

5 8 0.  I fi n d t h at Mr T h o ms o n di d n ot g e n ui n el y b eli e v e t h at El ysi a n  R G L  w as a bl e  t o g e n er at e 
f u n ds t o r e p a y t h e l e n di n g fr o m L C F. I n his or al e vi d e n c e, h e s u g g est e d t h at h e t h o u g ht 
t h at Mr I n g h a m  ( n o w s u p p os e dl y i n c h ar g e of G R P) w o ul d c o nti n u e t o d e v el o p t h e 
v ari o us l a n d sit es, b ut h e c o ul d n ot b e gi n t o e x pl ai n h o w s uffi ci e nt f u n ds w o ul d b e 
g e n er at e d t o e n a bl e t h e m o u nti n g d e bt s t o b e r e p ai d. 

5 8 1.  I fi n d t h at Mr T h o ms o n k n e w t h at t h e ot h er s w er e r e c ei vi n g a s u bst a nti al p art of t h e 
a d v a n c es fr o m L C F t o G R P. I fi n d t h at he k n e w w h e n h e r e c ei v e d his p a y m e nts t h at t hi s 
w as 5 % of t h e t ot al a m o u nt b ei n g p ai d o ut a n d t h at t h e r e m ai ni n g 9 5 % w a s g oi n g t o t h e 
ot h ers.  

5 8 2.  I h a v e alr e a d y m a d e fi n di n gs a b o ut t hi s iss u e i n r el ati o n t o t h e p a y m e nts h e r e c ei v e d 
u n d er t h e L a k e vi e w S P A a n d t h e s a m e r e as o ni n g a p pli es t o t h e a m o u nts h e r e c ei v e d 
u n d er t h e El ysi a n S P A. I h a v e r ej e ct e d his e vi d e n c e t h at h e t h o u g ht h e w as i n a s p e ci al 
p ositi o n b e c a us e of t h e J ul y 2 0 1 5 “ b u y o ut ” arr a n g e m e nts a n d di d n o t r e ali s e t h at t h e ot h er 
D ef e n d a nts w o ul d b e g etti n g pr o p orti o n at e s h ar es . T h er e w as n o s u c h b u y o ut 
arr a n g e m e nt. I nst e a d, t h er e w as t h e 4 5:4 5 :5 :5 di vi si o n a gr e e d i n J ul y 2 0 1 5 a n d r efl e ct e d 
i n t h e G ol di n g-S H K A gr e e m e nt  ( w hi c h h e h a d r e a d a n d r et ai n e d).  

5 8 3.  M or e o v er , Mr T h o ms o n k n e w t h at t h e m o n e y p ai d u n d er t h e El ysi a n S P A w as b ei n g 
c h a n n ell e d t hr o u g h S a n d s E q uit y a n d t h at t hi s w a s a c o m p a n y c o ntr oll e d b y Mr H u m e -
K e n d all  a n d Mr G ol di n g . T his w as f urt h er r e as o n f or hi m t o r e ali s e t h at t h e y t o o w o ul d 
b e r e c ei vi n g t h eir s h ar es u n d er t h e El ysi a n S P A.   

5 8 4.  I als o fi n d t h at Mr T h o ms o n w as a w ar e of t h e cl os e c orr el ati o n i n ti mi n g b et w e e n 
dr a w d o w ns b ei n g m a d e b y t h e s u bsi di ari es of G R P fr o m L C F a n d t h e r e c ei pt of s u ms  
i nt o his o w n b a n k a c c o u nts ( a n d I r ej e ct hi s or al e vi d e n c e t o t h e c o ntr ar y).  

5 8 5.  Mr T h o ms o n k n e w t h at a n y p a y m e nts m a d e i n r el ati o n t o t h e r e d e e m a bl e pr ef er e n c e 
s h ar es t h at w er e s u p p os e d t o b e iss u e d u n d er t h e El ysi a n S P A w o ul d b e m a d e wit h s u ms  
l e nt b y L C F t o t h e G R P s u bsi di ari es. Mr T h o ms o n k n e w t h at n o r e d e e m a bl e pr ef er e n c e 
s h ar es h a d e v er b e e n iss u e d, a n d h e als o k n e w t h at t h er e w as n o pr o p er b asis o n w hi c h 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

9 1  
 

p a y m e nts t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  c o ul d b e 
j ustifi e d u n d er t h e El ysi a n S P A. 

5 8 6.  A t ot al of £ 1 1 . 7 4 5 milli o n of L C F’s ass ets  w er e p ai d o ut t o Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr I n g h a m u n d er t h e a us pi c es of t h e El ysi a n S P A, 
of w hi c h Mr T h o ms o n r e c ei v e d £ 5 2 2, 2 5 0 a n d Mr G ol di n g  r e c ei v e d £ 4, 4 0 6, 6 2 5.  

T h e Pri m e S P A  

5 8 7.  T h e t hir d tr a ns a cti o n, t h e Pri m e S P A, c o nsist e d of t hr e e p h as es.  

5 8 8.  T h e first Pri m e S P A w as e x e c ut e d o n 1 3  S e pt e m b er 2 0 1 7  a n d pr o vi d e d f or G R P, El ysi a n  
R G L a n d L o n d o n Gr o u p L L P t o s ell L V R es orts ( w hi c h o w n e d C ost a Pr o p ert y a n d 
C oli n a Pr o p ert y  (w hi c h i n t ur n o w n e d t h e c o m p a ni es w hi c h h el d  t h e t w o D o mi ni c a n 
R e p u bli c pr o p erti es )) t o a c o m p a n y c all e d Pri m e R es ort D e v el o p m e nt L i mit e d ( “ Pri m e 
R D L ”) . T h e c o nsi d er ati o n c o nsist e d of  l o a n n ot e s of £ 1 1. 2 5 5 milli o n, t o b e iss u e d b y 
Pri m e R D L t o L o n d o n Gr o u p L L P.  

5 8 9.  T h e s e c o n d Pri m e S P A w as e x e c ut e d o n  7  N o v e m b er  2 0 1 7 . It pr o vi d e d f or Mr I n g h a m, 
Mr M c C art h y a n d L o n d o n Gr o u p L L P t o s ell t h e s h ar es i n El ysi a n t o Pri m e R D L f or £ 1 2 
milli o n of r e d e e m a bl e pr ef er e n c e s h ar es i n Pri m e R D L. £ 1 0 milli o n of t h es e r e d e e m a bl e 
pr ef er e n c e s h ar es w er e t o b e iss u e d t o L o n d o n Gr o u p L L P a n d t h e r est t o Mr I ng h a m a n d 
Mr M c C art h y.  

5 9 0.  T h e t hir d p h as e w as w h e n t h e first a n d s e c o n d Pri m e S P A s w er e c o m bi n e d i n t o a n 
a gr e e m e nt si g n e d o n 2 1  N o v e m b er  2 0 1 7 . T his pr o vi d e d f or t h e c a n c ell ati o n of t h e first 
a n d s e c o n d Pri m e S P A s a n d t h e s al e of t h e s h ar es i n El ysi a n R G L t o Pri m e R D L f or (i) 
£ 1 0. 3 milli o n of l o a n n ot es t o b e iss u e d b y Pri m e R D L t o L o n d o n Gr o u p L L P; a n d (ii) 
t h e iss u e b y Pri m e R D L of £ 1 2 milli o n i n pr ef er e n c e s h ar es ( £ 9. 5 milli o n t o L o n d o n 
Gr o u p L L P a n d £ 2. 5 milli o n t o Mr I n g h a m an d Mr M c C art h y).  

5 9 1.  T h e c o m bi n e d Pri m e S P A c o m pl et e d o n 6 D e c e m b er 2 0 1 7 . T h e l o a n n ot es w er e iss u e d 
b y Pri m e R D L o n c o m pl eti o n , b ut Pri m e R D L n e v er iss u e d t h e pr ef er e n c e s h ar es.  

5 9 2.  Pri m e R D L w as o w n e d b e n efi ci all y b y Mr T err y Mit c h ell. H e e n g a g e d Mr A n g el 
R o dri g u e z t o b e i n v ol v e d i n its m a n a g e m e nt. T h er e w er e t hr e e n o mi n e e dir e ct ors : Ms 
Pi p p a Is b ell, Mr R o b ert W o o d w ar d a n d  Mr  I a n S a n ds. Mr Mit c h ell  a gr e e d wit h Mr 
H u m e -K e n d all  t h at t h e y s h o ul d b e t h e n o mi n e e dir e ct ors. Mr S a n ds h el d t h e s h ar es of 
Pri m e R D L o n tr ust f or Mr Mit c h ell.  

5 9 3.  As alr e a d y e x pl ai n e d, it w as a nti ci p at e d t h at Mr Mit c h ell w o ul d b e i n v ol v e d at t h e ti m e 
of t h e El ysi a n S P A, b ut his i n v ol v e m e nt w as p ost p o n e d b e c a us e Mr H u m e -K e n d all a n d 
Mr G ol di n g w a nt e d t o pr o c e e d q ui c kl y.  

5 9 4.  Fr o m t h e first f or m ul ati o n of t h e dr afts of t h e First Pri m e S P A,  it w as u n d er st o o d t h at t h e 
p a y m e nts w o ul d b e f u n d e d b y L C F u n d er f a cilit y a gr e e m e nts.  

5 9 5.  E m ails s h o w t h at Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr S e d g wi c k  w er e 
i n v ol v e d i n d esi g ni n g t hi s tr a ns a cti o n fr o m mi d-2 0 1 7 o n w ar ds. O n 2 9  A u g ust 2 0 1 7 , f or 
e x a m pl e, Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  r e c ei v e d a n e m ail fr o m Mr 
S e d g wi c k  c o nt ai ni n g h e a ds of t er ms f or t h e first Pri m e S P A . It is t o b e i nf err e d fr o m t hi s 
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t h at t h es e D ef e n d a nts w er e  i n v ol v e d i n d esi g ni n g t h e first Pri m e S P A a n d h a d k n o wl e d g e 
of t h e pr o p os e d t er ms of t h e Pri m e S P A.  O n e of t h e h e a ds of t er ms w as t h at t h e  b u y er 
w o ul d b e u n d er a n o bli g ati o n t o r ais e c or p or at e fi n a n c e t o r e p a y t h e l o a n n ot es a n d t h e 
m o n e y w o ul d fl o w t hr o u g h a p a yi n g a g e nt f or t h e f or m er s h ar e h ol d ers of G R P. It w as 
a nti ci p at e d t h at t h e “ c or p or at e fi n a n c e ” w o ul d c o m e fr o m L C F.  

5 9 6.  I n ot e t h at at t hi s st a g e ( 2 9 A u g ust 2 0 1 7) t h e pr o p os e d tr ans a cti o n w as b ei n g dis c uss e d 
b y Mr S e d g wi c k , Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr Mit c h ell wit h o ut 
a n y a p p ar e nt i n v ol v e m e nt of Mr I n g h a m, d es pit e it b ei n g c o n c er n e d wit h ass ets w hi c h 
w er e s u p p os e dl y o w n e d b y El ysi a n R G L u n d er t h e El ysi a n S P A. T his is f urt h er e vi d e n c e 
of t h e l a c k of c o m m er ci al s u bst a n c e of t h e v ari o us tr a ns a cti o ns , i n cl u di n g t h e El ysi a n 
S P A .  

5 9 7.  T h e a nti ci p ati o n t h at t h e m o n e y w as t o fl o w fr o m L C F t o t h e v ari o us i n di vi d u als is als o 
s h o w n i n a n e m ail of 9  S e pt e m b er 2 0 1 7  fr o m Mr S e d g wi c k  t o t h e s a m e D ef e n d a nts a n d 
Mr I n g h a m . I a m s ati sfi e d t h at t h e y al w a ys u n d erst o o d t h at t h e “ c or p or at e fi n a n c e ”  w o ul d 
c o m e fr o m L C F ( as u n d er t h e e arli er tr a ns a cti o ns).  T h e y t h er ef or e k n e w t h at t h e r el e v a nt 
pr o p orti o n of t h e a d v a n c es b y L C F w o ul d b e u s e d t o p a y Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr I n g h a m, a n d b e j ustifi e d as c o nsi d er ati o n f or 
t h e “ass ets ” tr a nsf err e d b y t h e m.  

5 9 8.  T h e b asi c c o n c e pt of L C F b ei n g o bli g e d t o pr o vi d e t h e fi n a n ci n g w as als o s h o w n b y a n 
e m ail fr o m Mr S e d g wi c k  t o Mr L e e,  Mr H u m e -K e n d all  a n d Mr T h o ms o n d at e d 1 1 
S e pt e m b er 2 0 1 7.  Mr S e d g wi c k als o att a c h e d a c o p y of t h e dr aft s al e a gr e e m e nt. H e s ai d 
“ As al w a ys ti m e is i n s h ort s u p pl y ” as t h e y w er e i nt e n di n g t o e x c h a n g e c o ntr a cts b y t h e 
e n d of t h e w e e k.  

5 9 9.  Mr H u m e -K e n d all  w as i nsi st e nt t h at t h e arr a n g e m e nt s h o ul d pr o vi d e f or t h e a gr e e d 
c o nsi d er ati o n t o b e s e p ar at e d fr o m a n yt hi n g g oi n g i nt o t h e b u y er’s ( Pri m e R D L’s) o w n 
a c c o u nt. H e s ai d t hi s i n a n e m ail of 9 S e pt e m b er 2 0 1 7. Mr S e d g wi c k  u n d erst o o d t h e 
i m p ort a n c e of t hi s a n d e x pl ai n e d t h at cl a us e 5. 3 of t h e dr aft a gr e e m e nt pr o vi d e d t h at all 
c or p or at e fi n a n c e w o ul d b e p ai d t o a n a g e nt a p p oi nt e d b y t h e S ell ers. Mr S e d g wi c k  
t h er ef or e k n e w t h at a l ar g e p art of t h e m o n e y w o ul d g o fr o m L C F  t o t h e S ell ers , vi a t h e 
p a yi n g a g e nt . 

6 0 0.  T h e first Pri m e S P A w a s si g n e d o n 1 3  S e pt e m b er 2 0 1 7 . As alr e a d y e x pl ai n e d, Pri m e 
R D L w as t o b u y t h e s h ar es i n L V R es orts, w hi c h h el d t h e s h ar es i n C ost a Pr o p ert y 
H ol di n gs Li mit e d a n d C oli n a Pr o p ert y H ol di n gs Li mit e d, w hi c h h el d t h e t w o “ ass ets ” i n 
t h e D o mi ni c a n R e p u bli c. Cl a us e 6. 3 of t h e first Pri m e S P A r e q uir e d Pri m e R D L t o “f ull y 
utili s e ” f a ciliti es a v ail a bl e t o it fr o m L C F a n d pr o vi d e d t h at s u c h b orr o wi n gs w o ul d b e 
p ai d t o a “ S e c urit y Tr ust e e ”, i. e. a c o m p a n y a p p oi nt e d b y L o n d o n Gr o u p L L P. (It w as 
n ot a ct u all y a s e c urit y tr u st e e –  it w as j ust a p a y m e nt a g e nt.) T h e  S e c urit y Tr ust e e w o ul d 
t h e n us e 5 0 % of t h e s u ms  r e m ai ni n g aft er p a y m e nt of c osts u p t o £ 1 0 0, 0 0 0 p er m o nt h 
a n d i nt er est t o r e p a y t h e l o a n n ot es.  

6 0 1.  F oll o wi n g t h e first Pri m e S P A, El ysi a n R G L w a s l eft h ol di n g t h e s h ar es i n W at ersi d e 
Vill a g e P l c a n d C V R es orts. T h e e m ail c orr es p o n d e n c e  s h o ws t h at a d e ci si o n w a s  t h e n 
t a k e n i n O ct o b er  2 0 1 7 t h at El ysi a n R G L it s elf ( h ol di n g t h es e r e m ai ni n g ass ets) w o ul d b e 
s ol d t o Pri m e R D L . O n 1 N o v e m b er  2 0 1 7  Mr S e d g wi c k  cir c ul at e d a n a gr e e m e nt t o 
M essrs I n g h a m a n d M c C art h y, Mr H u m e -K e n d all  a n d Mr B ar k er .  
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6 0 2.  T h e s e c o n d Pri m e S P A w as si g n e d o n  7  N o v e m b er  2 0 1 7 . It pr o vi d e d f or t h e s al e of 
El ysi a n R G L t o Pri m e R D L i n r et ur n f or £ 1 2 milli o n r e d e e m a bl e pr ef er e n c e s h ar es i n 
Pri m e R D L. Cl a us e 6. 2 of t h e s e c o n d Pri m e S P A r e q uir e d Pri m e R D L t o r e d e e m at l e ast 
£ 1 milli o n of t h e pr ef er e n c e s h ar es p er m o nt h. Pri m e R D L w as o bli g e d t o “f ull y utili s e 
t h e fi n a n ci al f a ciliti es a v ail a bl e t o t h e m fr o m L o n d o n C a pit al & Fi n a n c e pl c ”, wit h s u c h 
b orr o wi n gs t o b e p ai d “ dir e ctl y t o t h e S e c urit y Tr ust e e ” ( n o w d efi n e d as “ a c o m p a n y t o 
b e  a p p oi nt e d b y t h e S ell ers ”) , w hi c h  w o ul d us e 5 0 % of t h e s u ms  r e m ai ni n g aft er p a y m e nt 
of r u n ni n g c osts a n d i nt er est t o r e d e e m t h e pr ef er e n c e s h ar es .  

6 0 3.  O n 1 9  N o v e m b er  2 0 1 7  Mr S e d g wi c k  s u g g est e d c o m bi ni n g t h e first Pri m e S P A a n d t h e 
s e c o n d Pri m e S P A i n t o a si n gl e a gr e e m e nt . Mr S e d g wi c k  cir c ul at e d a dr aft o n 2 0  
N o v e m b er  2 0 1 7  t o Mr H u m e -K e n d all , Mr B ar k er , Mr Mit c h ell, Mr S a n ds a n d Mr 
S e a k e ns  ( a b usi n ess ass o ci at e of Mr Mit c h ell). T h e c o m bi n e d Pri m e S P A a gr e e m e nt w as 
si g n e d t h e n e xt d a y o n 2 1  N o v e m b er  2 0 1 7 . It c a n c elle d  t h e first Pri m e S P A a n d t h e 
s e c o n d Pri m e S P A , t h er e b y r e v ersi n g t h e e arli er tr a nsf ers. 

6 0 4.  T h e c o m bi n e d Pri m e S P A pr o vi d e d f or M essrs  I n g h a m a n d M c C art h y a n d L o n d o n Gr o u p 
L L P t o s ell El ysi a n R G L t o Pri m e R D L f or a t ot al c o nsi d er ati o n of ( a) l o a n n ot es i n t h e 
s u m of £ 1 0. 3 milli o n  t o b e iss u e d b y Pri m e R D L t o L o n d o n Gr o u p L L P, a n d ( b) 
r e d e e m a bl e pr ef er e n c e s h ar es i n Pri m e R D L i n t h e s u m of £ 1 2 milli o n, w hi c h w er e t o b e 
iss u e d t o L o n d o n Gr o u p L L P ( £ 9. 5 milli o n) a n d M essrs  I n g h a m a nd M c C art h y ( £ 2. 5 
milli o n). Cl a us e 6. 4 of t h e c o m bi n e d Pri m e S P A o bli g e d Pri m e R D L t o r e p a y £ 1 milli o n 
of t h e l o a n n ot es p er m o nt h a n d t o r e d e e m £ 1 milli o n of t h e pr ef er e n c e s h ar es p er m o nt h. 
Cl a us e 6. 5 of t h e c o m bi n e d Pri m e S P A o bli g e d Pri m e R D L t o “f ull y utili s e t h e fi n a n ci al 
f a ciliti es a v ail a bl e t o t h e m fr o m L o n d o n C a pit al & Fi n a n c e pl c ” wit h s u c h b orr o wi n gs t o 
b e p ai d “ d ir e ctl y t o t h e S e c urit y Tr ust e e,” w h i c h w o ul d t h e n us e 5 0 % of t h e s u ms  
r e m ai ni n g aft er p a y m e nt of r u n ni n g c osts a n d i nt er est i n or d er t o r e p a y t h e l o a n n ot es a n d 
r e d e e m t h e pr ef er e n c e s h ar es. T h e “ S e c urit y Tr ust e e ” w as d efi n e d as G A D, a c o m p a n y 
u n d er t h e c o ntr ol of Mr S e d g wi c k .  

6 0 5.  T h e c o m bi n e d Pri m e S P A c o m pl et e d o n 6 D e c e m b er 2 0 1 7 . O n t h e s a m e d at e, L V R es orts 
a c q uir e d C ost a S u p p ort, C oli n a S u p p ort, C a p e V er d e S u p p ort a n d W at ersi d e S u p p ort  
fr o m L o n d o n Gr o u p L L P. 

6 0 6.  T h e n et eff e ct of t h e c o m bi n e d Pri m e S P A w as t h at Pri m e R D L a c q uir e d W at ersi d e 
Vill a g es P l c, C oli n a Pr o p ert y H ol di n gs, a n d C ost a Pr o p ert y H ol di n gs a n d C V R es orts f or 
£ 2 2. 3 milli o n , w hi c h it w as g oi n g t o b orr o w fr o m L C F. O n  t h e s a m e d at e, Pri m e R D L 
a c q uir e d f o ur of t h e s u p p ort c o m p a ni es. S o , t h e t ot al d e bt t o L C F w hi c h tr a nsf err e d t o 
Pri m e R D L’s gr o u p w as ar o u n d £ 3 8. 2 milli o n.  

6 0 7.  T h er e is n o e vi d e n c e t h at t h er e w as a n y c o m m er ci al n e g oti ati o n of t h e t er ms of t h e Pri m e 
S P A or si g nifi c a nt d u e dili g e n c e b ei n g c o n d u ct e d b y Mr Mit c h ell or t h os e b e hi n d Pri m e 
R D L as t h e p ur c h asi n g v e hi cl e. T h e a gr e e m e nt w as dr aft e d b y Mr S e d g wi c k , w h o a ct e d 
f or t h e L o n d o n Gr o u p a n d t h er e is n o e vi d e n c e t h at Pri m e R D L i nstr u ct e d it s o w n 
s oli cit ors t o a d vis e o n t h e dr afti n g . N or is t h er e a n y e vi d e n c e of M essrs I n g h a m a n d 
M c C art h y ( w h o s u p p os e dl y c o ntr oll e d El ysi a n  R G L ) c arr yi n g o ut a n y v al u ati o ns or 
i nstr u ctin g t h eir o w n l a w y ers, w hi c h w o ul d h a v e b e e n e x p e ct e d h a d t h e tr a n s a cti o n b e e n 
a g e n ui n e c o m m er ci al o n e.  

6 0 8.  I n f a ct, M essrs I n g h a m a n d M c C art h y w er e t o b e p ai d a f e e or c o m missi o n . T his w as t o 
b e £ 2 milli o n b et w e e n t h e m  f or t h e first Pri m e S P A. Mr S e d g wi c k  dr aft e d d o c u m e nts 
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w hi c h pr o vi d e d f or t hi s t o b e p ai d b y gi vi n g t h e m a n i nt er est i n t h e s h ar es of L V R es orts 
t h at w o ul d r es ult i n t h e m b ei n g p ai d £ 2 milli o n fr o m t h e s al e pr o c e e d s. T h e f e e or 
c o m missi o n f or M essrs I n g h a m a n d M c C art h y i n cr e as e d t o £ 2. 5 milli o n u n d er t h e 
c o m bi n e d Pri m e S P A. I c o n cl u d e t h at t h es e f e es or c o m missi o ns w er e a gr e e d b et w e e n 
M essrs I n g h a m a n d M c C art h y o n t h e o n e si d e a n d Mr G ol di n g  o n t h e ot h er . T h e e m ails 
s h o w t h at Mr H u m e -K e n d all  di d n ot i niti all y k n o w a b o ut t h es e . I c o n cl u d e t h at Mr 
G ol di n g  w as t h e  pri n ci p al dri v er of t h e d e al.  

6 0 9.  T h er e w as als o a n a gr e e m e nt b et w e e n Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d 
Mr Mit c h ell t h at Mr Mit c h ell w o ul d b e p ai d a f e e or c o m missi o n of £ 1 milli o n f or his 
i n v ol v e m e nt. T h e e m ails s h o w t h at Mr Mit c h ell i niti all y e n vis a g e d t h at h e w o ul d g et t h e 
s a m e as M essrs I n g h a m a n d M c C art h y, i. e. £ 2 milli o n , a n d Mr H u m e -K e n d all  si g n e d a n 
a gr e e m e nt t o t hi s eff e ct. T h e a gr e e m e nt ( d at e d 1 2 S e pt e m b er 2 0 1 7 ) d es cri b e d t h e f e e as 
p a y a bl e b y L o n d o n Gr o u p L L P t o a c o m p a n y Z e ctr a d e Li mit e d,  w hi c h w as c all e d “ t h e 
I ntr o d u c er” . 

6 1 0.  Z e ctr a d e w as Mr Mit c h ell’s c o m p a n y . Mr Mit c h ell g a v e s o m e i nstr u cti o ns a b o ut t h e 
p ur p os es of t h e f e e w h e n a p a y m e nts c o m p a n y l at er s o u g ht d et ails of t h e r e as o ns f or t h e 
p a y m e nt. T h e Z e ctr a d e f e e w as l at er n e g oti at e d d o w n t o £ 1 milli o n . T his e q u at es t o 
4. 4 8 4 % of t h e t ot al c o nsi d er ati o n of £ 2 2. 3 milli o n p a y a bl e u n d er t h e c o m bi n e d Pri m e 
S P A. A c o nt e m p or a n e o u s s pr e a ds h e et w hi c h w as pr e p ar e d t o c al c ul at e t h e di vi si o n of 
t h e p a y m e nts u n d er t h e Pri m e S P A pr o vi d es f or T err y Mit c h ell t o b e p ai d 4. 4 8 4 % of 
dr a w d o w ns f r o m L C F. I a m s ati sfi e d, gi v e n his e c o n o mi c i nt er est i n t h e tr a ns a cti o ns a n d 
t h e f a ct t h at h e h a d a gr e e d t h e c o m missi o ns f or M essrs I n g h a m M c C art h y, t h at Mr 
G ol di n g  a gr e e d t h e c o m mi ssi o n arr a n g e m e nts wit h Mr Mit c h ell.  

6 1 1.  Z e ctr a d e  w as  i n c or p or at e d i n t h e U A E. Z e ctr a d e iss u e d i n v oi c es w hi c h w er e i niti all y 
p ai d b y S a n ds E q uit y ( c o ntr oll e d b y Mr H u m e -K e n d all  a n d Mr G ol di n g ) a n d l at er p ai d 
b y L o n d o n P o w er C o ns ult a nts Li mit e d ( a c o m p a n y c o ntr oll e d b y Mr B ar k er ). T h e 
i n v oi c es r ef er t o a n “ a gr e e m e nt d at e d 1 3 S e pt e m b er ”. H o w e v er, t h er e w as n o pr o visi o n 
i n a n y of t h e Pri m e S P As f or Z e ctr a d e t o b e p ai d £ 1 milli o n. T h e r ef er e n c e i n t h e i n v oi c es 
m ust b e a r ef er e n c e t o a si d e a gr e e m e nt.  T h es e p a y m e nts w er e ulti m at el y m a d e t o 
Z e ctr a d e.  

6 1 2.  Gi v e n his i n v ol v e m e nt i n all as p e cts of t h e tr a ns a cti o n I fi n d t h at Mr S e d g wi c k  k n e w t h at 
Z e ctr a d e w as Mr Mit c h ell’s c o m p a n y. I n r el ati o n t o t hi s a n d t h e ot h er fi n di n gs s et o ut i n 
t his s e cti o n of t h e j u d g m e nt , I dr a w a n a d v ers e  i nf er e n c e fr o m Mr S e d g wi c k ’s d e cisi o n 
n ot t o gi v e e vi d e n c e at t h e tri al.  

6 1 3.  T h es e p a y m e nts ar e a f urt h er r e as o n f or c o n cl u di n g t h at t h e Pri m e S P A w as n ot a g e n ui n e 
c o m m er ci al tr a ns a cti o n.  Z e ctr a d e w as Mr Mit c h ell’s c o m p a n y.  Mr Mit c h ell w as als o t h e 
1 0 0 % b e n efi ci al o w n er of Pri m e R D L, t h e p ur c h a s er u n d er t h e Pri m e S P A . It m a k es n o 
c o m m er ci al s e ns e f or t h e b u y er t o p a y a f e e of £ 1  milli o n  f or Mr Mit c h ell (as Z e ctr a d e) 
t o h a v e i ntr o d u c e d hi m s elf (as Pri m e R D L) t o t h e d e al. A “ m a n a g e m e nt f e e ” of £ 2 0 0, 0 0 0 
p er m o nt h w as als o p a y a bl e  t o Pri m e R D L i n r et ur n f or it s p arti ci p ati o n i n t h e tr a ns a cti o n. 
I c o n cl u d e t h at, i n r e alit y, Mr Mit c h ell w as p ai d t h es e f e es t o t a k e p art i n an 
u n c o m m er ci al arr a n g e m e nt. I fi n d t h at t h e p ur p o s e of t h e Pri m e S P A w as t o pr o vi d e a 
j ustifi c ati o n t o e n a bl e t h e r el e v a nt D ef e n d a nts t o r e c ei v e m or e m o n e y f or t h e “ ass ets ” 
b ei n g tr a nsf err e d u n d er t h e S P A, ulti m at el y f u n d e d b y b orr o wi n gs fr o m L C F. As alr e a d y 
e x pl ai n e d t h es e ass ets h a d v er y li mit e d if a n y v al u e .  
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6 1 4.  T h er e is f urt h er e vi d e n c e t h at t h e p a y m e nts t o M ess rs  I n g h a m a n d  M c C art h y a n d 
Z e ctr a d e w er e i n t h e n at ur e of f e es f or t h eir l e n di n g t h eir n a m es ( or t h os e of t h eir 
ass o ci at es) t o t h e tr a ns a cti o ns. In a s pr e a ds h e et cr e at e d i n  N o v e m b er  2 0 1 8 c o n c er ni n g 
t h e £ 2 2. 3 milli o n  of c a pit al g ai ns of t h e s al e “ of G R P  t o El ysi a n”  ( di vi d e d a m o n g Mr 
T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g , a n d Mr I n g h a m), Mr S e d g wi c k  
li st e d t h e p a y m e nts of £ 2. 5  milli o n  t o M essrs I n g h a m a n d M c C art h y a n d £ 1  milli o n  t o 
Z e ctr a d e as all o w a bl e c o sts. T his s h o ws t h at , i n r e alit y, t h e Pri m e S P A w as u n d erst o o d 
b y t h e r el e v a nt D ef e n d a nts as a w a y of m a ki n g g ai ns  in r es p e ct of t h e G R P s h ar es; a n d 
t h at t h e a m o u nt s p a y a bl e t o M essrs In g h a m a n d M c C art h y a n d Z e c tr a d e w er e t h e m er el y 
f e es i n c urr e d i n d oi n g t his. I fi n d t h at M essrs I n g h a m a n d M c C art h y a n d Z e ctr a d e w er e 
assi sti n g Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  i n a tr a ns a cti o n , 
t h e p ur p os e of w hi c h w as t o c h a n n el m o ne y t o t h e m .  

6 1 5.  I a m s ati sfi e d t h at Mr T h o ms o n w as a w ar e of t h e t er ms of t h e Pri m e S P As at t h e ti m e 
t h e y w er e  e nt er e d i nt o . Mr T h o ms o n t h er ef or e k n e w t h at u n d er t h e Pri m e S P A, t h e f u n ds 
p ai d fr o m L C F w o ul d n ot b e p ai d t o Pri m e R D L, b ut t o a c o m p a n y a p p oi nt e d b y t h e 
s ell ers u n d er t h e Pri m e S P As. I als o fi n d t h at Mr T h o ms o n k n e w t h at w h e n e v er h e 
a p pr o v e d a dr a w d o w n, m o n e y arri v e d i n his p ers o n al b a n k a c c o u nt . H e w as , f or i nst a n c e, 
a w ar e t h at dr a w d o w n r e q u ests m a d e b y Pri m e R D L’s s u bsi di ari es w o ul d gi v e 
i nstr u cti o ns f or t h e f u n d s t o b e p ai d t o c o m p a ni e s s u c h as L o n d o n P o w er C o ns ult a nts; 
a n d t h at h e r e c ei v e d p a y m e nts fr o m L o n d o n P o w er C o ns ult a nts s h ortl y aft er s u c h 
p a y m e nts fr o m L C F w er e a p pr o v e d.  

6 1 6.  Pri m e R D L m a d e dr a w d o w n r e q u ests fr o m L C F, w hi c h t h e n p ai d t h e r e q u est e d s u ms  t o 
G A D, w hi c h w as r e -r e gist er e d as a pri v at e li mit e d c o m p a n y. Mr S e d g wi c k c o ntr oll e d it .  

6 1 7.  G A D p ai d s o m e of t hi s t o S a n ds E q uit y, w hi c h i n t ur n m a d e p a y m e nts t o Mr T h o ms o n,  
Mr H u m e -K e n d all , Mr B ar k er , a n d Mr G ol di n g .  

6 1 8.  G A D als o p ai d s o m e of t h e m o n e y fr o m L C F str ai g ht b a c k t o L C F s o t h at L C F c o ul d p a y 
i nt er est li a biliti es t o L C F’s b o n d h ol d ers. Mr S e d g wi c k  as t h e c o ntr oll er of G A D w as 
a w ar e a b o ut t his r e c y cli n g of n e w b o n d h ol d er m o n e y t o e n a bl e i nt er est o bli g ati o ns t o b e 
p ai d t o e xisti n g b o n d h ol d ers.  Mr T h o ms o n k n e w a b o ut it t o o. H e k n e w a b o ut t h e i nt er est 
o bli g ati o ns a n d t h e r e c y cli n g of f u n ds t hr o u g h G A D.  I a d dr ess t hi s a s p e ct of t h e 
arr a n g e m e nts f urt h er b el o w.  

6 1 9.  Mr T h o ms o n s ai d i n his wit n ess st at e m e nt t h at “[f]r o m [ Mr H u m e -K e n d all ’s] p oi nt of 
vi e w, as I u n d erst o o d it, Pri m e t o o k o v er t h e r es p o nsi bilit y fr o m El ysi a n f or p a yi n g his 
d ef err e d c o nsi d er ati o n u n d er t h e El ysi a n s al e a n d p ur c h as e. ” Mr T h o ms o n k n e w t h at h e 
a n d t h e ot h ers w er e  r e c ei vi n g c o nsi d er ati o n u n d er t h e El ysi a n S P A i n r et ur n f or t h e s al e 
of t h e u n d erl yi n g “ ass et s ” h el d b y t h e s u bsi di ari es of G R P (s e e a b o v e). H e t h er ef or e 
u n d erst o o d t h at Pri m e R D L h a d t a k e n o v er r es p o n si bilit y f or p a yi n g t h e s u ms p ur p o rt e dl y 
d u e t o hi m u n d er t h e El y si a n S P A.  

6 2 0.  Mr T h o ms o n w as r es p o n si bl e f or t h e dr a w d o w ns u n d er t h e Pri m e S P A. I n his st at e m e nt , 
Mr T h o ms o n s ai d t h at t h e Pri m e S P A di d n ot i n v ol v e a n y i n cr e as e i n l e n di n g. T his c a n 
o nl y m e a n t h at it di d n ot i n v ol v e a n i n cr e as e i n t h e l e n di n g c o m mit m e nt. B ut, as 
e x pl ai n e d a b o v e, t h er e w er e f urt h er dr a w d o w ns b y Pri m e R D L  aft er t h e Pri m e S P A , a n d 
I fi n d t h at Mr T h o ms o n a p pr o v e d t h es e. I als o r ej e ct his s u g g esti o n i n e vi d e n c e t h at t h e 
ot h er dir e ct ors w er e r es p o nsi bl e f or a p pr o vi n g t h e dr a w d o w ns.  
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6 2 1.  As u n d er t h e El ysi a n S P A, Mr T h o ms o n a p pr o v e d t h e dr a w d o w ns a n d pr o vi d e d 
i nf or m ati o n t o Mr B ar k er a n d ot h ers a b o ut t h e a m o u nts a v ail a bl e i n L C F’s b a n k a c c o u nt s. 
I fi n d t h at h e di d t hi s t o f a cilit at e t h e e xtr a cti o n of t h e m a xi m u m s u m p os si bl e. I a g ai n 
r ej e ct t h e e vi d e n c e of Mr T h o ms o n t h at h e  m er el y w a nt e d t o e ns ur e t h at L C F’s m o n e y 
w as b ei n g l e nt t o c o m m er ci al l e n d ers as s o o n as p ossi bl e. T h e r e al r e as o n h e g a v e t hi s 
i nf or m ati o n w as t h at h e w a nt e d t o m a xi mi s e t h e p a y m e nts t o hi m s elf a n d t h e ot h er 
r el e v a nt Def e n d a nts .  

6 2 2.  As t o t hi s, Mr T h o ms o n m a d e s ur e t h at L C F w as k e e pi n g Mr G ol di n g  i nf or m e d of t h e 
a m o u nt s a v ail a bl e f or dr a wi n g  fr o m L C F’s b a n k a c c o u nts. F or i nst a n c e, o n 1 7  N o v e m b er  
2 0 1 7 , Mr I a n S a n ds ( w h o w or k e d f or t h e L o n d o n Gr o u p) m a d e a dr a w d o w n r e q u est f or 
£ 1 0 0, 0 0 0. Mr G ol di n g  s e nt a m ess a g e t o Mr B ar k er  s a yi n g t h at t h er e s h o ul d b e £ 9 0 0, 0 0 0 
i n L C F of w hi c h £ 5 0 0, 0 0 0 s h ou l d b e a v ail a bl e a s a s h ar e p a y m e nt. H e r ef err e d t o Mr 
H u m e -K e n d all  i n t h e s a m e e m ail. A r e vis e d dr a w d o w n r e q u est c a m e fr o m Mr S a n ds i n 
t h e s u m of £ 7 0 0, 0 0 0 p a y a bl e t o G A D. O n 2 0 N o v e m b er  2 0 1 7  G A D p ai d t h at a m o u nt t o 
S a n ds E q uit y wit h t h e r ef er e n c e “ S h ar e P ur c h as e ”. S a n ds E q uit y p ai d £ 2 1 2, 0 0 0 e a c h t o 
Mr G ol di n g , a n d Mr H u m e -K e n d all , a n d £ 2 5, 0 0 0 e a c h t o Mr T h o ms o n,  Mr B ar k er  a n d 
Mr I n g h a m. I a m s ati sfi e d  t h at Mr G ol di n g  w as a w ar e of h o w t h e f u n ds w er e b ei n g us e d. 
T his als o  s u p p orts t h e c o n cl usi o n t h at Mr G ol di n g  h a d o v er all c o ntr ol of L C F a n d it s 
aff airs: h e w as t elli n g ot h er p e o pl e a b o ut t h e m o n e y a n d pr o c uri n g t h e p a y m e nt o ut of 
t h e m a xi m u m p ossi bl e, i n cl u di n g t o hi ms elf.  

6 2 3.  I als o fi n d t h at Mr T h o ms o n k n e w t h at w h e n h e r e c ei v e d p ers o n al p a y m e nts d eri v e d fr o m 
t h e dr a w d o w n r e q u ests, h e u n d erst o o d t h at t h e ot h er 9 5 % w as b ei n g r e c ei v e d b y t h e 
r e ci pi e nts (i n cl u di n g Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g ). I r ej e ct his 
e vi d e n c e t h at h e w as u n a w ar e of t hi s , f or t h e s a m e r e as o ns gi v e n a b o v e i n r el ati o n t o t h e 
L a k e vi e w S P A a n d t h e El ysi a n S P A .  

6 2 4.  I n l at e J a n u ar y 2 0 1 8 p a y m e nts u n d er t h e Pri m e S P A w er e p a us e d i n w h at w as d es cri b e d 
as a “ p a y m e nt h oli d a y ” i n vi e w of li mit e d “ h e a dr o o m ”. P a y m e nts c o nti n u e d t o b e p ai d 
t o t h e r el e v a nt D ef e n d a nts d uri n g t hi s p eri o d, t h o u g h n ot u n d er t h e Pri m e S P A (s e e 
f urt h er b el o w). 

6 2 5.  E v e nt u all y , Mr T h o ms o n di d r e q u est s o m e l ett er s c o nt ai ni n g v al u es of t h e u n d erl yi n g 
ass ets . L ett ers w er e pr o vi d e d b y Pri m e R D L. F or i nst a n c e, o n 8 M a y 2 0 1 8  a dr aft l ett er 
w as pr o vi d e d fr o m M e ssrs Mit c h ell a n d R o dri g u e z w hi c h r ef err e d t o “ dir e ct ors’ 
v al u ati o ns ” . Pri m e R D L s ai d t h at I n v ersi o n es a n d T e n e d or a e a c h h a d a v al u e  of U S $ 5 0  
milli o n , a n d W at ersi d e h a d a c urr e nt v al u e of m or e t h a n £ 3 0  milli o n . T his dr aft w as 
s h ar e d wit h Mr H u m e -K e n d all . Mr T h o ms o n w as als o i n v ol v e d i n s e ei n g t h e dr afts , a s 
h e as k e d f or t h e dr aft t o i n cl u d e a d diti o n al l a n d at M a g a nt e . T his w as t h e n i n cl u d e d i n 
t h e dr aft l ett er. T h e fi n al v ersi o n of t h e l ett er ( b a c k d at e d t o 8 M a y 2 0 1 8) s ai d t h e 
a d diti o n al  l a n d at M a g a nt e w o ul d b e w ort h U S $ 7 6  milli o n  o n c e it h a d a p pr o v als.  
W at ersi d e w as s ai d t o b e w ort h £ 3 0  milli o n . 

6 2 6.  I fi n d t h at t hi s c orr es p o n d e n c e w as pr o d u c e d wit h t h e i n v ol v e m e nt of Mr T h o ms o n a n d 
Mr H u m e -K e n d all  t o s e e k t o j ustif y t h e r e c o m m e n c e m e nt of s u bst a nti al dr a w d o w ns b y 
Pri m e R D L . T his t h e n t o o k pl a c e fr o m 1 5 M a y 2 0 1 8 o n w ar ds.  

6 2 7.  T h e r e n e w e d dr a w d o w ns u n d er t h e Pri m e S P A r es ult e d i n p a y m e nts fr o m L C F t o L o n d o n 
P o w er C o ns ult a nts Li mit e d w hi c h m a d e p a y m e nt s t o Mr T h o ms o n,  Mr H u m e -K e n d all , 
Mr B ar k er  a n d Mr G ol di n g  i n t h e t ot al s u m of £ 1. 5 milli o n. 
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6 2 8.  T h e l ett er fr o m Pri m e R D L di d n ot e n cl os e a n y u p -t o-d at e v al u ati o ns ( a n d c ert ai nl y n o n e 
a d dr ess e d t o L C F). I fi n d t h at n o h o n est a n d r e a s o n a bl e dir e ct or i n t h e p ositi o n of Mr 
T h o ms o n w o ul d h a v e b e c o m e i n v ol v e d i n t h e pr o c e ss of dr afti n g s u c h l ett ers ( w hi c h w er e 
d esi g n e d t o j ustif y dr a w d o w ns fr o m L C F ) or h a v e a c c e pt e d t h e c o nt e nts of t h e l ett er as 
gi vi n g a n y ass ur a n c e . I n his or al e vi d e n c e, Mr T h o ms o n w as u n a bl e t o gi v e a n y 
e x pl a n ati o n f or his i n v ol v e m e nt i n t h e pr o d u cti o n of t his l ett er. I als o fi n d t h at n o h o n est 
a n d r e as o n a bl e dir e ct or i n t h e p ositi o n of Mr T h o ms o n w o ul d h a v e r eli e d o n t h e “ v al u es ” 
gi v e n i n t h e l ett er t o j ustif y f urt h er dr a w d o w ns.  T h e v al u ati o ns w er e f a n cif ul a n d h a d n o 
b asis i n r e alit y.  

6 2 9.  A t ot al of £ 9 . 2 milli o n  of L C F’s ass ets  w er e p ai d o ut t o t h e i n di vi d u al D ef e n d a nts a n d 
ot h ers u n d er t h e Pri m e S P A, of w hi c h Mr T h o ms o n r e c ei v e d £ 4 1 3, 0 0 0 a n d Mr G ol di n g  
r e c ei v e d £ 2, 8 4 0, 3 0 0.  

6 3 0.  I fi n d t h at t h e Pri m e S P A w as n ot a g e n ui n e c o m m er ci al tr a ns a cti o n. It w as d esi g n e d a n d 
us e d b y Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g , assi st e d b y Mr 
S e d g wi c k , as a m e a ns of c h a n n elli n g  f u n ds ori gi n ati n g fr o m b o n d h ol d ers i n L C F t o t h e m, 
p ur p ort e dl y i n c o nsi d er ati o n f or t h e s al e of ass ets w hi c h t h e y k n e w h a d n ot hi n g li k e t h e 
pr et e n d e d  v al u e. I als o fi n d t h at t h es e D ef e n d a nts k n e w t h at t h e a m o u nt s p ai d o ut t o t h e 
f o ur i n di vi d u als w er e ( b y d efi niti o n) n ot b ei n g i n v est e d i nt o a n i n c o m e -g e n er ati n g 
b usi n ess wit h r e ali sti c pr os p e cts of b ei n g a bl e t o us e t h eir o w n r es o ur c es t o r e p a y t h e 
i nt er est a n d pri n ci p al d u e u n d er l o a n f a ciliti es wit h L C F as c o ntr a ct u all y a gr e e d . I nst e a d, 
t h e y w er e g oi n g i nt o t h e p ers o n al h ol di n gs of t h e i n di vi d u als t h e ms el v es.  

T h e L P E S P A  

6 3 1.  T h e f o urt h tr a ns a cti o n w as t h e L P E S P A . T his pr o vi d e d t h at Mr H u m e -K e n d all  a n d Mr 
B ar k er  w o ul d s ell t h eir s h ar es i n I nt elli g e nt T e c h n ol o g y I n v est m e nts  Lt d  ( “I TI ”) a n d 
L o n d o n Artifi ci al I nt elli g e n c e Lt d ( “ L AI ”) t o a c o m p a n y c all e d L P E E nt er pris es Lt d f or 
£ 2 0 milli o n.  

6 3 2.  At t h at ti m e, I TI o w n e d 5 0 % of a c o m p a n y c all e d Ass et M a p pi n g Lt d ( “ Ass et M a p pi n g ”)  
a n d 1 4 % of a c o m p a n y c all e d R es er e c  Lt d ( “ R es er e c ”) .  

6 3 3.  As e x pl ai n e d b el o w, b y t h e  d at e o n w hi c h t h e L P E S P A w as e x e c ut e d, Mr T h o ms o n,  Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  h a d alr e a d y r e c ei v e d £ 2 0 milli o n w hi c h w a s 
dr a w n a g ai nst L O G’s f a cilit y wit h L C F , w hi c h w as t h e n attri b ut e d t o t his a gr e e m e nt. 

6 3 4.  T h e first m att er t o a d dr ess u n d er t hi s h e a d is t h e f a cilit y a gr e e m e nt b et w e e n L C F a n d 
L O G. L O G’s first dr a w d o w n fr o m L C F t o o k pl a c e o n 2 1  M ar c h 2 0 1 6 . I niti all y, t h e 
p a y m e nts w er e m a d e t o L o n d o n Tr a di n g, b ut t h e dr a wi n g w as r e c or d e d as a li a bilit y 
o w e d b y L O G.  

6 3 5.  I n t h e p eri o d t o 1 7 J u n e 2 0 1 6  t h er e w er e dr a w d o w ns of a b o ut £ 2. 9 milli o n . T h er e w as n o 
writt e n f a cilit y a gr e e m e nt i n pl a c e b et w e e n L C F a n d L O G. A f a cilit y a gr e e m e nt w as 
pr e p ar e d i n t h e c o urs e of A pril 2 0 1 6 a n d w as e v e nt u all y si g n e d o n or ar o u n d 2 0  J u n e 
2 0 1 6  a n d b a c k d at e d t o 1 5  M ar c h 2 0 1 6 . Mr S e d g wi c k  w as i n v ol v e d i n t hi s pr o c ess. H e 
eit h er b a c k d at e d t h e d o c u m e nt or k n e w it w as b a c k d at e d. T his is s h o w n b y a n e m ail of 9 
J u n e 2 0 1 8 t o Mr H u m e -K e n d all  a n d Mr B ar k er  s a yi n g t h at h e h a d pri nt e d o ut t h e 
a gr e e m e nt a n d l eft it o n Mr H u m e -K e n d all ’s d es k f or si g n at ur e. I fi n d t h at t he d o c u m e nt 
w as b a c k d at e d  t o cr e at e t h e f als e i m pr essi o n t h at t h e dr a w d o w ns o nl y o c c urr e d aft er t h e 
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f a cilit y a gr e e m e nt w as p ut i n pl a c e. A d e b e nt ur e w as als o e x e c ut e d b y L O G i n f a v o ur of 
L C F o n or ar o u n d 2 0  J u n e 2 0 1 6 , w hi c h pr o vi d e d s e c urit y o v er L O G’s i nt er ests i n I O G.  

6 3 6.  I fi n d t h at Mr T h o ms o n a ut h oris e d t h e dr a w d o w ns b ef or e a n y f a cilit y a gr e e m e nt w as i n 
pl a c e. I r ej e ct his s u g g esti o n t h at ot h er dir e ct ors w er e r es p o nsi bl e f or t h e dr a w d o w ns. H e 
h a d o v er all r es p o nsi bilit y, a n d t h e e vi d e n c e s h o ws hi m a p pr o vi n g dr a w d o w n r e q u ests. 
H e als o si g n e d t h e  f a cilit y a gr e e m e nt a n d k n e w t h at it h a d b e e n b a c k d at e d.  

6 3 7.  T h e t er ms of t h e L O G f a cilit y (li k e t h e ot h er f a ciliti es e nt er e d i nt o b y L C F) pr o vi d e d f or 
L O G’s li a bilit y t o b e “ gr oss e d -u p ”, s o t h at t h e b orr o w er als o b e c a m e li a bl e f or t h e 2 5 % 
s u m of e a c h b o n d h ol d er i n v est m e nt w hi c h w as p ai d t o S ur g e . I nt er est w as p a y a bl e o n t h e 
gr oss e d -u p  a m o u nt. T h e c o m mit m e nt p eri o d w as 3 y e ars. T h e i nt er est r at e w as 1. 7 5 % 
pl us t h e i nt er est p a y a bl e b y L C F t o it s b o n d h ol d ers. I nt er est w as p a y a bl e q u art erl y. T h e 
f a cilit y li mit w as £ 2 0 milli o n.  

6 3 8.  D uri n g t h e s e c o n d h alf of 2 0 1 6 a n d i nt o 2 0 1 7 L O G c o nti n u e d t o dr a w d o w n u n d er  t h e 
f a cilit y. L O G l e nt m u c h of t h is m o n e y o n t o I O G. T h e C l ai m a nts a c c e pt t h at t hi s w as a 
g e n ui n e c o m m er ci al l o a n.  

6 3 9.  B y 1 2  O ct o b er  2 0 1 7  L O G w as o v er t h e £ 2 0  milli o n  f a cilit y li mit b y m or e t h a n £ 2 .8  
m illi o n. At t hi s ti m e , t h er e w as s o m e dis c ussi o n of a n e w f a cilit y a gr e e m e nt f or L O G 
wit h a n i n cr e as e d li mit of £ 4 0 milli o n, b ut t hi s pr o v e d t o b e diffi c ult d u e t o a d e b at e a b o ut 
t h e w or di n g of a s o-c all e d “ G & T cl a us e ” b y w hi c h L O G’s o bli g ati o ns t o p a y i nt er est a n d 
r e p a y t h e pri n ci p al w o ul d b e s us p e n d e d if L C F c oll a ps e d. B y  6  M ar c h 2 0 1 8  L O G o w e d 
£ 3 8. 4 milli o n t o L C F. Mr T h o ms o n c o nti n u e d t o a p pr o v e dr a w d o w ns b y L O G d es pit e 
h a vi n g e x c e e d e d  t h e f a cilit y. 

6 4 0.  I n M ar c h 2 0 1 8 , L O G w a s b ei n g a u dit e d. B D O w a s t ol d b y 7 M ar c h 2 0 1 8 t h at t h er e w as 
a n a gr e e d f a cilit y li mit of £ 5 0 milli o n . Mr P e a c o c k, w h o w or k e d i n t h e fi n a n c e 
d e p art m e nt of t h e L o n d o n Gr o u p , s e nt Mr S e d g wi c k  a n e m ail o n 7 M ar c h 2 0 1 8 s a yi n g 
t h at h e n e e d e d a si g n e d L C F-L O G f a cilit y d o c u m e nt b ef or e a u dit si g n off.  

6 4 1.  I fi n d t h at Mr T h o ms o n w as a w ar e t h at B D O w er e s e e ki n g e vi d e n c e of a gr e e m e nt t o a 
£ 5 0  milli o n  li mit. H e w a s c o pi e d i nt o s o m e e m ail c h ai ns r ef erri n g t o t h e a u dit a n d h e 
e x pl ai n e d i n e vi d e n c e t h at h e pr o b a bl y h a d c o n v ers ati o ns wit h Mr H u m e -K e n d all  a n d Mr 
P e a c o c k a b o ut w h at L O G  n e e d e d  f or it s a u dit.  

6 4 2.  I n M ar c h 2 0 1 8, Mr T h o ms o n,  Mr H u m e -K e n d all , Mr S e d g wi c k , Mr P e a c o c k, a n d Mr 
L e e of B uss M urt o n li ais e d t o pr e p ar e a l ett er a gr e e m e nt e xt e n di n g t h e L O G f a cilit y t o 
£ 5 0 milli o n. It is cl e ar fr o m t h e d o c u m e nts t h at t hi s w as o nl y cr e at e d i n M ar c h 2 0 1 8. It 
w as si g n e d b y Mr T h o m s o n a n d Mr H u m e -K e n d all  i n M ar c h 20 1 8 , b ut b a c k d at e d t o 1 
D e c e m b er 2 0 1 7 . I fi n d t h at t hi s w as t o mi sl e a d B D O i nt o b eli e vi n g t h at L O G h a d at all 
ti m es st a y e d wit hi n t h e f a cilit y li mit, a n d t h at Mr T h o ms o n,  w h o si g n e d t h e l ett er, 
u n d erst o o d t hi s.   

6 4 3.  Mr T h o ms o n s ai d i n his e vi d e n c e t h at t h e l ett er r efl e ct e d a n e arli er or al a gr e e m e nt. At 
first, h e s ai d t h at s u c h a c o n v ers ati o n “ c o ul d h a v e h a p p e n e d ” b ef or e t hi s  b ut w as u n a bl e 
t o e x pl ai n w h y t h e d at e 1 D ec e m b er 2 0 1 7 h a d b e e n c h os e n  f or t h e l ett er, or w h y Mr 
P e a c o c k t ol d B D O o n 7 M ar c h 2 0 1 8 t h at t h e l ett er alr e a d y e xist e d . L at er in his  e vi d e n c e , 
Mr T h o ms o n  b e c a m e fir m er a n d s ai d t h at t h er e h a d b e e n a n or al a gr e e m e nt i n D e c e m b er 
2 0 1 7 t o i n cr e as e t h e f a cilit y t o £ 5 0  milli o n . T his w as diff er e nt fr o m his wit n e s s st at e m e nt , 
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w h er e h e s ai d t h at i n A u g ust 2 0 1 7 L C F i n cr e as e d t h e li mit to £ 5 0  m illi o n i n a si d e l ett er. 
N o l ett er fr o m t h at ti m e h as b e e n dis cl os e d. A n d t h er e ar e n o d o c u m e nts fr o m D e c e m b er 
2 0 1 7 s u p p orti n g t h e  s u g g esti o n t h at t h e li mit w as or all y i n cr e as e d . I c o n cl u d e d t h at Mr 
T h o ms o n ’s e vi d e n c e o n t hi s p oi nt w as m a d e u p b e c a us e h e t h o u g ht it w o ul d h el p his 
c as e. I n t h e e n d h e w as n ot e v e n pr e p ar e d t o a c c e pt t h at t h e l ett er a gr e e m e nt ( w hi c h w as 
cr e at e d i n M ar c h 2 0 1 8 b ut b or e t h e d at e 1 D e c e m b er 2 0 1 7) w as a b a c k d at e d d o c u m e nt.  

6 4 4.  I fi n d t h at h e k n e w t h at t h e l ett er w as b a c k d at e d t o mi sl e a d t h e a u dit ors. H e h a d all o w e d 
t h e l e n di n g t o L O G t o g o o v er t h e f a cilit y li mit. T h e D e c e m b er 2 0 1 7  d at e w as c h os e n 
b e c a us e t h at w as t h e d at e w h e n t h e e xisti n g li mit h a d b e e n br e a c h e d. 

6 4 5.  B y t hi s st a g e,  t h e pr a cti c e of b a c k d ati n g of d o c u m e nts h a d b e c o m e e n d e mi c  a n d fr e q u e nt.  

6 4 6.  As alr e a d y e x pl ai n e d, t h er e w as a “ p a y m e nt h oli d a y ” u n d er t h e Pri m e S P A aft er 2 9  
J a n u ar y 2 0 1 8 . H o w e v er , t h e p a y m e nts t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  
a n d Mr G ol di n g  of m o n e y d eri vi n g fr o m L C F c o nti n u e d. T his w as p ai d t o t h e m fr o m 
dr a w i n gs u n d er L O G’s f a cilit y.  

6 4 7.  Fr o m 2  F e br u ar y 2 0 1 8  o n w ar ds m o n e y w as tr a nsf err e d fr o m L C F t o L O G; fr o m L O G t o 
L o n d o n Gr o u p L L P; a n d fr o m L o n d o n Gr o u p L L P t o Mr T h o ms o n,  Mr H u m e -K e n d all , 
Mr B ar k er  a n d Mr G ol di n g . T h es e tr a nsf ers all h a d t h e p a y m e nt r ef er e n c e “ Pr ef S h ar e 
A d v ” . Mr T h o ms o n w as a w ar e of t his d esi g n ati o n as it w as s h o w n i n hi s o w n a c c o u nts.  

6 4 8.  As t o t hi s, L P C ( L O G’s p ar e nt c o m p a n y) h a d iss u e d 2 5 milli o n r e d e e m a bl e pr ef er e n c e 
s h ar es t o L o n d o n Gr o u p L L P ( w hi c h w as b e n efi ci all y o w n e d b y Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g ). I a m s ati sfi e d t h at t h e d esi g n ati o n “ Pr ef S h ar e 
A d v ” s h o ws t h at t h e p arti es w er e a nti ci p ati n g tr e ati n g t h e p a y m e nts as r el ati n g (i n s o m e 
w a y) t o pr ef er e n c e s h ar e s i n L P C.  

6 4 9.  I a m s ati sfi e d t h at Mr T h o ms o n a p pr o v e d t h e dr a w d o w ns fr o m L C F, a n d e n c o ur a g e d t h e 
dr a wi n g d o w n of w h at e v er w as a v ail a bl e i n L C F’s b a n k a c c o u nt. Mr T h o ms o n als o 
dis c uss e d wit h Mr G ol di n g  t h e s u ms a v ail a bl e i n L C F’s a c c o u nts. T his is e vi d e n c e d b y 
S M S m ess a g es i n M ar c h 2 0 1 8 w h er e Mr T h o ms o n w as t elli n g hi m h o w m u c h w a s 
a v ail a bl e.  

6 5 0.  I a m als o s ati sfi e d t h at Mr G ol di n g  g a v e i nstr u cti o ns f or t h e p a y m e nt of t h e s u ms  b y L C F 
t o t h e f o ur i n di vi d u als vi a L O G. F or i nst a n c e, o n 1 6 M ar c h 2 0 1 8 , Mr G ol di n g  t e xt e d Mr 
B ar k er  s a yi n g, “ M or ni n g, s h o ul d b e a b o ut £ 1 m a v ail a bl e t o d a y. Fr o m A n d y. ” T h er e w as 
t h e n a dr a w d o w n r e q u est fr o m L O G t o L CF  f or £ 1. 1 milli o n  si g n e d b y Mr B ar k er . Mr 
G ol di n g  t h e n s e nt a f urt h er t e xt t o Mr B ar k er  s a yi n g,  “J ust h a d t h e a ct u al a v ail a bl e fi gs 
£ 1. 8 7 ” . L O G  t h e n s e nt a r e vis e d dr a w d o w n  r e q u est si g n e d b y Mr B ar k er  f or £ 1. 8 milli o n . 
L C F t h e n p ai d £ 1. 8  milli o n  t o L O G, w hi c h us e d t h e m o n e y t o p a y £ 1. 3 milli o n  t o L o n d o n 
Gr o u p L L P wit h t h e r ef er e n c e “ pr ef s h ar e a d v ”. L o n d o n Gr o u p L L P  t h e n p ai d s u ms o ut 
t o t h e i n di vi d u al D ef e n d a nts, i n cl u di n g Mr G ol di n g  a n d Mr T h o ms o n.  

6 5 1.  T h e s u ms p ai d t o t h e r el e v a nt D ef e n d a nts w er e s o m eti m es p ai d t o a diff er e nt b a n k 
a c c o u nt (s u c h as t h os e of o n e of t h eir c o m p a ni es) at t h eir el e cti o n. T h es e p a y m e nts 
c o nti n u e d i nt o M a y 2 0 1 8.  

6 5 2.  O n 2 9  M ar c h 2 0 1 8  t h e b a n k f or L o n d o n Gr o u p L L P, M etr o B a n k, e x pl ai n e d i n a l ett er 
t h at it w as g oi n g t o c e as e o p er ati n g L o n d o n Gr o u p L L P’s b a n k a c c o u nt fr o m 2 8 M a y 
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2 0 1 8 . Aft er t hi s, dr a w d o w ns fr o m L C F b y L O G w er e p ai d t o Mr B ar k er ’s c o m p a n y, 
L o n d o n P o w er C o ns ult a nts, w hi c h i n t ur n m a d e p a y m e nts t o Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g .  

6 5 3.  Mr T h o ms o n t h e n m a d e alt er n ati v e arr a n g e m e nts f or f ut ur e p a y m e nts wit h L C F’s o w n 
p a y m e nt pr o c ess or, G C E N. O n 1 4  M a y 2 0 1 8  Mr T h o ms o n c all e d L u k e T ofts of G C E N 
t o as k hi m t o s et u p a n e w p a y m e nt f a cilit y. I n a f oll o w-u p e m ail, Mr T h o ms o n t ol d Mr 
T ofts t h at t h e f a cilit y w as t o m a k e p a y m e nts o n b e h alf of Pri m e R D L , a n d t h at t h e 
a ut h oris e d si g n at ori es w o ul d b e Mr T h o ms o n,  a n d t hr e e e m pl o y e es of L C F. N o n e of t h e 
ot h er dir e ct ors of L C F w as  a ut h oris e d t o us e t h e f a cilit y. Mr T h o ms o n’s st at e m e nt t o Mr 
T ofts t h at t h e f a cilit y w as f or Pri m e R D L w as u ntr u e. Mr T h o ms o n w as u n a bl e t o e x pl ai n 
t hi s i n e vi d e n c e. 

6 5 4.  O n 1 5  J u n e 2 0 1 8  L u k e T ofts i nf or m e d Mr T h o ms o n t h at h e h a d s et u p a n e m ail 
i nstr u cti o n pr o c ess f or p a y m e nts a n d t h at Mr T h o ms o n w o ul d b e c all e d p ers o n all y t o 
c o nfir m t h e p a y m e nt i nstr u cti o ns .  

6 5 5.  O n 1 6  M a y 2 0 1 8  Mr B ar k er  s e nt Mr T h o ms o n t h e p ers o n al b a n k a c c o u nt d et ails of Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g . T h e n e xt d ay Mr B ar k er  s e nt hi m t h e 
p er c e nt a g e s h ar es i n w hi c h p a y m e nts s h o ul d b e m a d e t o t h e m: 4 2. 5 % ( Mr G ol di n g ), 
4 2. 5 % ( Mr H u m e -K e n d all ), 7. 5 % (Mr B ar k er ) a n d 7. 5 % (Mr T h o ms o n) .  

6 5 6.  T h e s h ar es of Mr T h o ms o n a n d Mr B ar k er  h a d t h er ef or e b e e n i n cr e as e d fr o m 5 % e a c h 
t o 7. 5 % e a c h. As alr e a d y e x pl ai n e d,  t hi s is i n c o nsist e nt wit h Mr T h o ms o n ’s cl ai m t h at 
t h er e w as a b u y o ut a gr e e m e nt i n J ul y 2 0 1 5 gi vi n g hi m a 5 % s h ar e of dis p os als. H e w as 
u n a bl e t o e x pl ai n t hi s i n his or al e vi d e n c e, w hi c h w as i n c o h er e nt.   

6 5 7.  Aft er t h e G C E N p a y m e nt f a cilit y w as s et u p , t h e “ dr a w d o w ns ” b y L O G c o nti n u e d. Mr 
B ar k er  s u b mitt e d dr a w d o w n r e q u ests o n b e h alf of L O G t o L C F . Mr T h o ms o n i nstr u ct e d 
L C F’s e m pl o y e es t o m a k e p a y m e nts t o L C F’s G C E N a c c o u nt, w hi c h w er e tr e at e d as a 
dr a w d o w n o n L O G’s f a cilit y wit h L C F . Mr T h o ms o n t h e n i nstr u ct e d G C E N t o distri b ut e 
t h e f u n ds t o t h e p ers o n al b a n k a c c o u nts of Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , 
a n d Mr G ol di n g  i n t h e n e w r ati os of 7. 5: 4 2. 5: 7. 5: 4 2. 5. T h e first gr o u p of p a y m e nts t o 
t h es e i n di vi d uals w as m a d e o n 2 2  J u n e 2 0 1 8 .  

6 5 8.  B y 3  J ul y 2 0 1 8  t h e p a y m e nts dr a w n fr o m L C F b y L O G a n d p ai d t o Mr T h o ms o n,  Mr 
H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  vi a L o n d o n Gr o u p L L P, L o n d o n P o w er 
C o ns ult a nts a n d G C E N t ot all e d £ 2 0 milli o n. T h es e w er e tr e at e d i n t h e b o o ks of L C F as 
dr a w d o w ns b y L O G.  

6 5 9.  Mr T h o ms o n i nf or m e d G C E N t h at t h e p a y m e nt s w er e m a d e o n b e h alf of L P C, o n e of 
L C F’s b orr o w ers, a n d t h at L P C w as p ur c h asi n g a c o m p a n y o w n e d b y Mr T h o ms o n,  Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g , w hi c h e x pl ai n e d t h e p a y m e nts t o t h e 
p ers o n al b a n k a c c o u nts. T his w as u ntr u e : t h er e w as n o a gr e e m e nt wit h L P C. I c o n cl u d e 
t h at Mr T h o ms o n k n e w it w as f als e. Mr T h o ms o n a ss ur e d Mr T ofts t h at h e w o ul d pr o vi d e 
s u p p orti n g d o c u m e nt ati o n  w h e n h e w as b a c k i n t h e offi c e. H e c o ul d n ot h a v e d o n e s o 
b e c a us e n o s u c h d o c u m e nts e xist e d. T his w as a n ot h er li e. It t y pifi es Mr T h o ms o n’s 
c as u al a p pr o a c h t o tr ut h -t elli n g. G C E N n o n et h el e ss c o nti n u e d t o pr o c ess t h e p a y m e nts 
t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g .  
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6 6 0.  F r o m his r ol e i n dir e cti n g t h es e p a y m e nts , Mr T h o ms o n k n e w of t h e a m o u nt s b ei n g 
r e c ei v e d b y t h e ot h er i n di vi d u als (Mr H u m e -K e n d all , Mr B ar k er , a n d Mr G ol di n g ) a n d 
t h e s h ar es of e a c h of t h e m. I n d e e d t h e “ pr ef s h ar e a d v ” p a y m e nts t o Mr H u m e -K e n d all  
w er e r e c or d e d i n a s pr e a ds h e et cr e at e d b y Mr T h o ms o n ’s assi st a nt a n d I fi n d t h at t hi s 
w as d o n e at Mr T h o ms o n ’s dir e cti o n ( d es pit e his d e ni al of it i n or al e vi d e n c e).  

6 6 1.  Mr T h o ms o n a c c e pt e d t h at h e w as a w ar e of t h e p er c e nt a g es p ai d t o e a c h of Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g . I fi n d t h at h e k n e w t h at t h er e w as a dir e ct li n k 
b et w e e n t h es e p a y m e nts a n d t h e dr a w d o w ns fr o m L C F b y L O G. O n o n e o c c asi o n , o n 
r e c ei pt of a dr a w d o w n r e q u est fr o m L O G, h e s e nt a dir e cti o n t o G C E N f or p a y m e nts t o 
b e m a d e i n t h e us u al r ati os e v e n b ef or e h e ari n g fr o m Mr B ar k er . T h e p a y m e nts fr o m 
G C E N w er e g e n er all y m a d e j ust aft er t h e c orr es p o n di n g dr a w d o w ns. Mr T h o ms o n als o 
a c c e pt e d t h at h e k n e w t h at t h e p a y m e nts fr o m G C E N w er e p ai d i n a gr e e d r ati os. 

6 6 2.  I h a v e alr e a d y c o n cl u d e d t h at h e w as a w ar e of t h e s h ar es b ei n g r e c ei v e d b y t h e ot h er 
t hr e e u n d er t h e L a k e vi e w S P A, t h e  El ysi a n S P A a n d t h e Pri m e S P A. T h at c o n cl usi o n is 
s u p p ort e d b y t h e f a ct t h at t h er e is n o e vi d e n c e t h at h e w as r e m ot el y s ur pris e d a b o ut t h e 
a m o u nt s b ei n g r e c ei v e d b y t h e ot h er i n di vi d u al s fr o m M a y 2 0 1 8 o n w ar ds. O n t h e 
c o ntr ar y , his l a c k of r e a cti o n s h o ws t h at t hi s w as j ust a c o nti n u ati o n of e arli er 
distri b uti o ns: e a c h i n di vi d u al w as g etti n g his a gr e e d s h ar e. T h e o nl y c h a n g e w as t o t h e 
a gr e e d  r ati os. T his e pis o d e als o s u p p orts m y r ej e cti o n of Mr T h o ms o n’s e vi d e n c e  t h at h e 
w as “ a p p all e d ”  t o fi n d o ut i n t h e c o urs e of t h e tri al t h at l ar g e pr o p orti o ns of t h e a d v a n c es 
b ei n g m a d e b y L C F t o t h e c or p or at e b orr o w ers w as i n f a ct b ei n g p ai d t o t h e i n di vi d u al 
D ef e n d a nts or t h eir c o m p a ni es. H e w as n ot a p p all e d i n r el ati o n t o t h e p a y m e nts t hr o u g h 
G C E N. I fi n d t h at h e w a s n ot a p p all e d e arli er eit h er. O n t h e c o ntr ar y , h e k n e w i n e a c h 
c as e h o w t h e m o n e y w as b ei n g di vi d e d  b et w e e n t h e m .  

6 6 3.  It is h o w e v er a g ai n si g nifi c a nt t h at Mr T h o ms o n’s e vi d e n c e w as t h at t h e ot h er t hr e e w er e 
“ c as hi n g o ut ”  f ar t o o e arly a n d t h at t h e y s h o ul d h a v e l eft t h e m o n e y i n t h e b usi n ess.  H e 
s ai d t h at h a d h e k n o w n at t h e ti m e t h at t h e y w er e c as hi n g o ut , h e w o ul d h a v e r ais e d 
q u esti o ns a b o ut it. H e t h e n w e nt o n t o q u alif y t hi s b y s a yi n g t h at it w as u p t o t h e 
b orr o wi n g c o m p a ni es  t o us e t h e m o n e y as t h e y c h os e. B ut hi s i niti al a ns w er w as t elli n g. 
H e di d i n f a ct k n o w a b o ut t h e a m o u nt s of t h e p a y m e nts t o t h e ot h ers –  t his is s h o w n b y 
his i n v ol v e m e nt i n t h e G C E N a c c o u nt. H e di d n ot st o p t hi s h a p p e ni n g or as k a n y 
q u esti o ns or s a y t o t h e ot h ers t h at t h e y w er e c as hi n g o ut t o o e arl y. H e k n e w t h at t h os e 
r e c ei pt s w er e n ot b ei n g m ai nt ai n e d wit hi n t h e b usi n ess of L O G b ut w er e g oi n g t o t h e 
i n di vi d u als p ers o n all y. I fi n d t h at h e w as i n diff er e nt t o t his iss u e: h e j ust w a nt e d t o g et as  
m u c h as h e c o ul d fr o m t h e a d v a n c es fr o m L C F.  

6 6 4.  As alr e a d y e x pl ai n e d, t h e dr a wi n gs u n d er t h e L O G f a cilit y w er e i niti all y j ustifi e d as 
c o n c er n e d wit h L P C ( w h et h er pr ef er e n c e s h ar es i n L P C  or t h e a c q uisiti o n of a c o m p a n y 
b y L P C fr o m Mr T h o m s o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g , as Mr 
T h o ms o n t ol d G C E N).  

6 6 5.  I fi n d t h at a d e cisi o n w as , h o w e v er , t a k e n t o r e c h ar a ct eris e t h e p a y m e nts r etr os p e cti v el y 
as h a vi n g b e e n m a d e f or t h e s al e b y Mr H u m e -K e n d all  a n d Mr B ar k er  of c ert ai n  
t e c h n ol o g y ass ets (i. e. t h eir i nt er ests i n Ass et M a p pi n g, L AI a n d R es er e c) t o a s u bsi di ar y 
of  L O G , n a m el y L P E  E nt er pris es . T his b e c a m e t h e L P E S P A.  

6 6 6.  O n 2 0  J u n e 2 0 1 8  Mr S e d g wi c k  cir c ul at e d a dr aft s h ar e p ur c h as e a gr e e m e nt u n d er w hi c h 
t h e s ell ers of s h ar es i n I TI a n d L AI w er e Mr H u m e -K e n d all  a n d Mr B ar k er . I niti all y, t h e 
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p ur c h as er w as t o b e L o n d o n P o w er & T e c h n ol o g y Li mit e d ( c o m p a n y n u m b er 1 1 4 2 4 9 0 0 ), 
a n e wl y i n c or p or at e d c o m p a n y, of w hi c h Mr H u m e -K e n d all  w as t h e s ol e s h ar e h ol d er, 
a n d of w hi c h Mr H u m e -K e n d all  w as a dir e ct or . T h e s h ar es t o b e s ol d w er e 9 0 % of t h e 
s h ar es i n I TI a n d 8 0 % of t h os e i n L AI. T h e p ur c h a s e pri c e w as £ 2 0 milli o n, a n d t h e dr aft 
a gr e e m e nt st at e d t h at £ 1 2. 9 milli o n of t his s u m h a d alr e a d y b e e n r e c ei v e d .  

6 6 7.  O n 3  J ul y 2 0 1 8 , t h e s a m e d a y o n w hi c h t h e s u ms p ai d t o Mr T h o ms o n,  Mr H u m e -K e n d all , 
Mr B ar k er  a n d Mr G ol di n g  dr a w n u n d er L O G’s f a cilit y wit h L C F r e a c h e d £ 2 0 milli o n, 
Mr S e d g wi c k  cir c ul at e d a f urt h er dr aft . T h e p ur c h a s er w as n o w L P E E nt er pris es,  a n d t h e 
a m o u nt st at e d as h a vi n g b e e n alr e a d y r e c ei v e d w a s £ 1 8. 7 milli o n. Mr S e d g wi c k  wr ot e i n 
a c o v eri n g e m ail t h at t he  a gr e e m e nt w as “si g n e d b y Elt e n l ast w e e k. ” H o w e v er, t h er e is 
n ot hi n g i n Mr B ar k er ’s dis cl os ur e t o s u g g est t h at h e h a d si g n e d it “l ast w e e k ” a n d t h e 
v ersi o n att a c h e d t o Mr S e d g wi c k ’s e m ail w as still a n u nsi g n e d W or d v ersi o n. H a d it b e e n 
si g n e d, t h e “l ast w e e k ” w o ul d h a v e b e e n t h at c o m m e n ci n g 2 5  J u n e 2 0 1 8 .  

6 6 8.  O n t h e s a m e d a y, 3  J ul y 2 0 1 8 , Ms Wis e m a n of L o n d o n Gr o u p s e nt a si g n e d c o p y of t h e 
L P E S P A t o Mr T h o ms o n.  It h a d a P ur c h as e Pri c e of £ 2 0 milli o n . It w as b et w e e n Mr 
H u m e -K e n d all  a n d Mr B ar k er  as S ell ers a n d L P E E nt er pris es as B u y er. T h e S al e S h ar es 
w er e 9 0 % of I TI a n d 8 0 % of L AI. As n ot e d a b o v e, I TI it s elf o w n e d 5 0 % of Ass et 
M a p pi n g a n d 1 4 % of R es er e c . 

6 6 9.  T h e fi n al v ersi o n of t h e a gr e e m e nt r e v ert e d t o st ati n g t h at t h e fi g ur e of £ 1 2. 9 milli o n h a d 
alr e a d y b e e n a d v a n c e d .  

6 7 0.  T h e e x e c ut e d v ersi o n w a s b a c k d at e d t o 2 1  J u n e 2 0 1 8 . I fi n d t h at t hi s d at e w as c h os e n 
b e c a us e , b y t h e n , t h e p a y m e nts t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d  Mr 
G ol di n g  vi a G C E N h a d n ot y et t a k e n pl a c e: t h e first of t h es e p a y m e nts w as m a d e o n 2 2  
J u n e 2 0 1 8 . At t h at p oi nt , p a y m e nts of £ 1 2. 9  milli o n  h a d b e e n m a d e  ( b ut n ot t hr o u g h 
G C E N) . I fi n d t h at Mr T h o ms o n a n d Mr S e d g wi c k  k n e w t hi s. Mr T h o ms o n  w as 
r es p o nsi bl e f or li aisi n g wit h Mr T ofts a n d n e e d e d t o b e a bl e t o pr o d u c e a d o c u m e nt w hi c h 
w o ul d j usti f y t h e p a y m e nts fr o m 2 2 J u n e 2 0 1 8  o n w ar ds.  I n r el ati o n t o Mr S e d g wi c k ’s 
k n o wl e d g e of t hi s f a ct ( a n d t h e ot h er fi n di n gs i n t hi s s e cti o n) , as w ell as r el yi n g o n t h e 
c o nt e m p or a n e o us d o c u m e nts, I dr a w a n a d v er s e i nf er e n c e fr o m his f ail ur e t o gi v e 
e vi d e n c e.  

6 7 1.  Mr T h o ms o n s e nt t h e b a c k d at e d a gr e e m e nt  t o L u k e T ofts of G C E N o n 1 7  J ul y 2 0 1 8 . Mr 
T ofts h a d a n u m b er of f urt h er q u esti o ns, i n cl u di n g r e q u ests f or f urt h er d et ail s  a b o ut t h e 
c o m p a ni es i n v ol v e d a n d w h et h er a n i n d e p e n d e nt v al u ati o n h a d b e e n c arri e d o ut . Mr 
T h o ms o n r e pli e d t h at “t h e c o m p a ni es ar e all of a t e c h n ol o gi c al n at ur e b as e d ar o u n d 
artifi ci al i nt elli g e n c e ”  a n d t h at h e h a d s e e n i n d e p e n d e nt v al u ati o ns of t h e t e c h n ol o g y 
c o m p a ni es  a n d r ef err e d t o t h e i n v ol v e m e nt of Er n st & Y o u n g a n d M a z ars  b ut r ef us e d t o 
pr o v i d e f urt h er d et ail o n t h e b asis t h at h e w as u n d er a N o n -Dis cl os ur e A gr e e m e nt 
( “N D A ”)  a n d w as i n p oss essi o n of “ m ar k et s e nsiti v e i nsi d er i nf or m ati o n ” w hi c h h e c o ul d 
n ot s h ar e. T h es e w er e m or e li es. T h er e w as n o N D A. T h er e h a d b e e n n o i n d e p e n d e nt 
v al u ati o ns  b y Er nst & Y o u n g or M a z ars . Mr T h o m s o n w as tr yi n g t o e n d t h e  q u esti o ni n g 
b y r ef erri n g t o t h e pr es e n c e of a n N D A a n d t h e ris k of pr o vi di n g i nsi d er i nf or m ati o n. Mr 
T h o ms o n w as a g ai n m a ki n g t hi n gs u p t o g et his w a y. Mr T h o ms o n fl o u n d er e d w h e n 
c h all e n g e d a b o ut t his i n cr oss-e x a mi n ati o n.  

6 7 2.  Mr T ofts as k e d t o b e pr o vi d e d wit h w h at e v er i nf or m ati o n c o ul d b e s h ar e d b ut Mr 
T h o ms o n di d n ot pr o vi d e a n y f urt h er i nf or m ati o n.  
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6 7 3.  T h e t er ms of t h e L P E S P A i n v ol v e d a s al e b y Mr H u m e -K e n d all  a n d Mr B ar k er  t o L P E 
E nt er pris es. T h at c o m p a n y w as o w n e d b y T W Pri v at e L L P, w h os e m e m b ers w er e Mr 
H u m e -K e n d all  a n d Mr B ar k er . As t h e s h ar e pr o c e e ds w er e s h ar e d b y t h e t w o of t h e m 
wit h Mr G ol di n g  a n d Mr T h o ms o n , I c o n cl u d e t h at t h e b usi n ess es w hi c h w er e t h e s u bj e ct 
of t h e s al e w er e b e n efi ci all y o w n e d b y t h e f o ur i n di vi d u als i n a gr e e d r ati os b ef or e a n d 
aft er t h e s al e. T h e L P E S P A w as a m e a ns f or r e c ei vi n g c as h c o nsi d er ati o n ( ulti m at el y 
d eri v e d fr o m b o n d h ol d er i n v est m e nts i n L C F) f or t h e ass ets b ei n g s ol d . 

6 7 4.  T h er e is a d o c u m e nt w hi c h p ur p orts t o s h o w a s al e of t h e s h ar es b y L P E E nt er pris es 
Li mit e d t o L o n d o n P o w er & T e c h n ol o g y ( 2 0 1 8) Li mit e d ( “ L P T ”) f or £ 1, w hi c h b e ars t h e 
d at e 2 7  J ul y 2 0 1 8  o n it s f a c e. I m a k e n o fi n di n gs a b o ut t h e g e n ui n e n ess of t hi s d o c u m e nt, 
w hi c h h as n ot b e e n r eli e d o n b y t h e D ef e n d a nts as j ustif yi n g t h e p a y m e nts.  

6 7 5.  P a y m e nt f or t h e ass ets u n d er t h e L P E S P A w as f u n d e d b y s u ms  dr a w n b y L O G u n d er it s 
f a cilit y wit h L C F. T h e C l ai m a nts c o nt e n d e d t h at th e us e of f u n ds i n t hi s m a n n er w as 
n e v er pr o p erl y a ut h oris e d b y t h e b o ar d of L O G. I n t hi s r e g ar d, th er e is a b o ar d mi n ut e 
d at e d 1 4  J u n e 2 0 1 8 , w hi c h a p p e ars t o s h o w a p pr o v al b y L O G’s b o ar d of bri n gi n g t h e 
t e c h n ol o g y c o m p a ni es i nt o t h e L P C gr o u p. H o w e v er, t hi s d o c u m e nt w as n ot t h e ori gi n al 
v ersi o n of t h e b o ar d mi n ut e ( w hi c h w as d at e d 1 6  J u n e 2 0 1 8 ) b ut w as e dit e d o n 2 7  J u n e 
2 0 1 8  to r ef er t o a pri c e of £ 2 0 milli o n . I fi n d t h at w h at w as d e ci d e d at t h e m e eti n g of 1 4 
J u n e 2 0 1 8 w as t h at t h e pr os p e ct of a c q uiri n g t h e AI b usi n ess i n t h e f ut ur e w o ul d b e 
i n v esti g at e d, b ut n o d e cisi o n w as m a d e.  

6 7 6.  F urt h er, t h e c ost t o L O G of pr o vi di n g t h es e f u n ds w as £ 2 7 milli o n r at h er t h a n £ 2 0 
milli o n, i n vi e w of t h e gr ossi n g -u p of f u n ds b orr o w e d b y L O G fr o m L C F. I fi n d t h at t h e 
a c q uisiti o n f or £ 2 0  milli o n  w as n e v er a ut h oris e d at a pr o p erl y i nf or m e d m e eti n g of L O G . 
M or e o v er , L P E  E nt er pris es  w as o w n e d b y T W Pri v at e  L L P  (r at h er t h a n L O G) fr o m 2 2 
J u n e 2 0 1 8.  

6 7 7.  I n t hi s c o nt e xt, aft er L C F’s c oll a ps e, Mr D a vi d Elli ott (t h e c o m p a n y s e cr et ar y of L O G) 
pr e p ar e d a n ot e i n w hi c h h e r e c or d e d t h at n eit h er t h e a c c o u nts t e a m n or L O G’s i n -h o us e 
s oli cit or, Ms M ars h all , w er e a w ar e at t h e ti m e of t h e p a y m e nts m a d e p urs u a nt t o t h e L P E 
S P A.  

6 7 8.  I n J a n u ar y 2 0 1 9 Mr S e d g wi c k  pr e p ar e d a l o a n a gr e e m e nt b et w e e n L O G a n d L P E 
E nt er pris es a n d a c all o pti o n a gr e e m e nt w hi c h e ntitl e d L O G t o b u y t h e s h ar es i n L P E 
E nt er pris es f or £ 1. T h es e d o c u m e nts w er e si g n e d b y Mr H u m e -K e n d all  a n d Mr B ar k er  
a n d b a c k d at e d t o 2 1  J u n e 2 0 1 8 . I fi n d t h at this w as d o n e t o mi sl e a d t h e b o ar d i nt o 
b eli e vi n g t h at t h es e d o c u m e nts h a d b e e n i n pl a c e at t h e r el e v a nt ti m e.   

6 7 9.  A m e eti n g of L O G’s b o ar d w as s c h e d ul e d f or 1 2  F e br u ar y 2 0 1 9  t o dis c uss t h e “ e xisti n g 
u n d o c u m e nt e d a n d u n a p pr o v e d l o a ns b y L O G ”.  Mr Elli ott st at e d at t h e m e eti n g t h at 
L O G’s b o ar d h a d n ot a ut h oris e d t h e us e of L O G’s s u ms  i n t his w a y: “T h e b o ar d c o ul d 
n ot h a v e r atifi e d t h e l o a n s as t h e y di d n ot k n o w t h e m o n e y h a d b e e n b orr o w e d ” . D uri n g 
t h e m e eti n g, Mr H u m e -K e n d all  c all e d Mr S e d g wi c k  o n a s p e a k er p h o n e. Mr S e d g wi c k  
t ol d t h e m e eti n g t h at t h er e w as a l o a n f a cilit y a gr e e m e nt d at e d J u n e 2 0 1 8 a n d a c all o pti o n 
a gr e e m e nt e ntitli n g L O G t o b u y t h e s h ar es i n L P E E nt er pris es  f or £ 1. T his pr o m pt e d Mr  
Elli ott t o s a y t h at h e w as r esi g ni n g as c o m p a n y s e cr et ar y: “I n e e d a s oli d b as e fr o m w hi c h 
t o o p er at e,  a n d I f e el li k e I a m o n s hifti n g s a n d. I d o n ot a gr e e t h at t h os e d o c u m e nts w er e 
pr o d u c e d b y R S b a c k i n J u n e a n d I b eli e v e t h at R S pr o d u c e d t h e L o a n A gr e e m e nts 
r e c e ntl y ”. Mr H u m e -K e n d all  t h e n s ai d, “I t hi n k t h at’s u nf air a b o ut R S, w h y w o ul d h e 
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b a c k d at e t h e m ? ”. I fi n d t h at t h e d o c u m e nts w er e o nl y cr e at e d i n J a n u ar y 2 0 1 9 a n d t h at 
Mr H u m e -K e n d all  k n e w t h at Mr Elli ott’s c o m m e nt a b o ut Mr S e d g wi c k  w as tr u e a n d f air. 
I n r e a c hi n g t h es e fi n di n gs a n d ot h ers i n t hi s s e cti o n I h a v e c o nsi d er e d t h e d o c u m e nts b ut 
h a v e als o dr a w n a n a d v er s e i nf er e n c e a g ai nst Mr S e d g wi c k  fr o m his d e cisi o n n ot t o gi v e 
e vi d e n c e.  T h es e d o c u m e nts a g ai n s h o w t h at Mr S e d g wi c k ’s b a c k d ati n g of d o c u m e nts 
w as e n d e mi c. It w as d o n e t o tr y t o mi sl e a d t h e b o ar d of L O G i nt o b eli e vi n g t h at t h e 
p a y m e nts dr a w n d o w n b y L O G h a d al w a ys b e e n f or it s b e n efit.   

6 8 0.  R et ur ni n g t o t h e L P E S P A it s elf, as  alr e a d y e x pl ai n e d t h e pri c e u n d er t h e L P E S P A w as 
£ 2 0 milli o n. T his w as f or 9 0 % of t h e s h ar es i n I TI ( w hi c h o w n e d 5 0 % of As s et M a p pi n g 
a n d 1 4 % of R es er e c) a n d 8 0 % of t h e s h ar es i n L AI.  T h e Cl ai m a nts c o nt e n d t h at t hi s pri c e 
w as f a n cif ul as t h e ass et s w er e n ot w ort h a n yt hi n g li k e t hi s m u c h. I s h all a d dr ess t h e 
ass ets  i n t ur n. 

6 8 1.  Ass et M a p pi n g  w as a s m all  c o m p a n y . Its b usi n ess w as t h e d e v el o p m e nt of t e c h n ol o g y t o 
m a p c o m m er ci al di git al ass ets . It w as l oss-m a ki n g. Its a c c o u nts f or t h e y e ar e n d e d 3 0 
J u n e 2 0 1 5  s h o w e d a l oss of £ 4 5, 2 1 5 f or t h e fi n a n ci al y e ar o n a t ur n o v er of £ 2 5, 0 0 0 a n d 
n et ass ets of £ 1 2, 6 0 5 at t h e y e ar e n d. T h e a c c o u nts f or t h e y e ar e n d e d 3 0 J u n e 2 0 1 6  
s h o w e d a l oss of £ 9 8, 8 8 0 f or t h e fi n a n ci al y e ar o n a t ur n o v er of £ 3 2 7 , 6 7 9 a n d a d efi ci e n c y 
of £ 8 6, 1 8 7 at t h e y e ar e n d .  

6 8 2.  I n a v al u ati o n d at e d 3  F e br u ar y 2 0 1 7 , Mr J o h n St u c k e y  F C A  of St u c k e y s B usi n ess 
A d vis ors , c arri e d o ut f or t h e dir e ct ors of t h e c o m p a n y, ass ess e d t h e v al u e of Ass et 
M a p pi n g  at £ 4 5 0, 0 0 0 “ b as e d o n t h e h o p e of f ut ur e s al es a n d t h e h ar d w or k p ut i nt o t h e 
s o ur c e c o d e t o m a k e it a vi a bl e pr o d u ct. ”  

6 8 3.  Fr o m M ar c h 2 0 1 7  o n w ar ds , Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d M r I n g h a m 
w er e i n v ol v e d i n a c q uiri n g t h e s h ar es i n A ss et M a p pi n g  t hr o u g h I TI f or a t ot al pri c e of 
£ 4 5 0, 0 0 0, l ess l o a ns fr o m I TI ( ulti m at el y f u n d e d b y L C F) t o k e e p A ss et M a p pi n g  tr a di n g. 
T h e n et pri c e w as £ 1 7 7, 0 0 0. Mr S e d g wi c k  assi st e d i n t h e l e g al as p e cts of t h e a c q uisiti o n , 
i n cl u di n g dr afti n g t h e S P A. I fi n d t h at h e w as a w ar e of t h e v al u ati o n of £ 4 5 0, 0 0 0, gi v e n 
his i n v ol v e m e nt i n pr e p ari n g h e a ds of t er ms f or t h e a c q uisiti o n.  

6 8 4.  U n d er a d e cl ar ati o n of tr ust d at e d 1 J u n e 2 0 1 7 ( wit n ess e d b y Mr S e d g wi c k ), th e s h ar es 
i n I TI w er e h el d b y M r I n g h a m o n tr ust f or Mr G ol di n g  ( 4 0 %), Mr H u m e -K e n d all  ( 4 0 %), 
Mr B ar k er  ( 1 0 %) a n d hi m s elf ( 1 0 %).  

6 8 5.  I TI a c q uir e d t h e s h ar es i n Ass et M a p pi n g  b y a s h ar e p ur c h as e a gr e e m e nt d at e d 2 3  J u n e 
2 0 1 7  b ut i niti all y o nl y a c q uir e d 3 8 % of t h os e s h ar es b e n efi ci all y, wit h t h e r e m ai n d er h el d 
o n tr ust f or Ass et M a p pi n g ’s f o u n d er, Mr Bill Cl e e. Mr G ol di n g  w as i n v ol v e d wit h t h e 
a c q uisiti o n of Ass et M a p pi n g . H e k n e w of t h e r e vis e d h e a ds of t er ms f or t h e a c q uisiti o n 
f or £ 4 5 0, 0 0 0 l ess t h e l o an s alr e a d y m a d e b y I TI. H e w as a w ar e fr o m e m ails t h at t h e n et 
pri c e w as £ 1 7 7, 0 0 0. H e w as als o a w ar e (fr o m e m ails) a b o ut  t h e c o m pl eti o n of t h e 
tr a ns a cti o n. T h e S P A f or t h e a c q uisiti o n w as si g n e d at a m e eti n g b et w e e n Mr Cl e e a n d 
Mr G ol di n g  o n 1 9 M a y 2 0 1 7 . 

6 8 6.  T h er e w er e l at er r e n e g oti ati o ns a n d , i n t h e li g ht of Ass et M a p pi n g ’s c o nti n ui n g fi n a n ci al 
diffi c ulti es  a n d I TI’s a gr e e m e nt t o c o nti n u e  f u n di n g of t h e b usi n ess , i n J ul y 2 0 1 8 I TI 
b e c a m e b e n efi ci al o w n er of 5 0 % of t h e s h ar es i n A ss et M a p pi n g . Mr S e d g wi c k  a g ai n 
assi st e d i n t h e pr o d u cti o n of t h e r e vis e d a gr e e m e nt s wit h Mr Cl e e.  Mr G ol di n g  w as a w ar e 
of t h e m. I fi n d t h at Mr S e d g wi c k  a n d Mr G ol di n g  k n e w t h at A ss et M a p pi n g  w as 
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str u g gli n g fi n a n ci all y a n d r e q uir e d c o nti n ui n g f u n di n g b y I TI; t hi s w as w h y Mr Cl e e 
a gr e e d t o r el e as e 1 2 % of t h e s h ar es. 

6 8 7.  A ss et M a p pi n g  c o nti n u e d t o tr a d e at a l oss a n d w as o nl y a bl e t o c o nti n u e tr a di n g as t h e 
r es ult of l o a ns t o it fr o m I TI (f u n d e d b y L C F). A l at er b al a n c e s h e et pr o d u c e d f or A ss et 
M a p pi n g  as at 3 1  J a n u ar y 2 0 1 9  s h o w e d it s d efi ci e n c y of ass ets w as o v er £ 2. 1 milli o n . 
T his b al a n c e s h e et s h o w e d l o a ns fr o m I TI of o v er £ 2. 9 5  milli o n . W h e n it s s h ar es w er e 
v al u e d b y M a z ars ( a fir m of a c c o u nt a nts) as at 2 8  F e br u ar y 2 0 1 9 , t h e y c o n cl u d e d t h at t h e 
s h ar es i n A ss et M a p pi n g  h a d a n e q uit y v al u e  of nil . T h e ass ets of A ss et M a p p i n g (n ot t h e 
s h ar es i n t h e c o m p a n y) w er e c o nsi d er e d b y a pr o p os e d a d mi nistr at or t o h a v e a v al u e of 
ar o u n d £ 3 5 0, 0 0 0 a n d  t h e y w er e r e ali s e d f or £ 1 7 5, 6 4 9 aft er it w e nt i nt o li q ui d ati o n.  

6 8 8.  T h er e w as a f or m of v al u ati o n of A ss et M a p pi n g  d at e d 3 0  M a y 2 0 1 8  pr o d u c e d b y Mr 
Cli v e A d ki ns of Kil b y F o x.  T h is w as pr e p ar e d o n t h e i nstr u cti o ns of t h e s h ar e h ol d ers of 
I TI. Mr A d ki ns w as i nstr u ct e d t o c o n d u ct a v al u ati o n b as e d o n a “ b usi n e ss pl a n ” , t h e 
n u m b ers a n d f or e c asts i n w hi c h h a d b e e n si g nifi c a ntl y i n cr e as e d at t h e r e q u est of Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  (s e e e. g. e m ail of 6 J ul y 2 0 1 8); h e us e d a v er y 
hi g h m ulti pli er of t ur n o v er b et w e e n 1 6 a n d 7 0  ti m es; a n d h e e x pl ai n e d t h at h e w as n ot 
a u diti n g t h e fi g ur es or e x pr essi n g a n o pi ni o n wit h r e g ar d t o t h eir a c c ur a c y or 
a c hi e v a bilit y, a n d t h at h e w as u n a bl e t o pr o vi d e a c urr e nt v al u ati o n as h e h a d n o d et ails 
f or t h e r e v e n u es f or t h e y e ar e n d e d 3 1 M ar c h 2 0 1 8 . T h e o ut c o m e of t h e c al c ul ati o n w as 
a v al u e of A ss et M a p pi n g  of £ 9 1. 2 8 milli o n f or t h e y e ar e n d e d 3 1  M ar c h 2 0 1 9 , risi n g t o 
o v er £ 2. 1 5 billi o n f or t h e y e ar e n d e d 3 1  M ar c h 2 0 2 3 . Mr G ol di n g  w a s i n v ol v e d i n 
pr o c uri n g t h e r e p ort b y Mr A d ki ns. H e p arti ci p at e d i n t h e pr e p ar ati o n of t h e “ b usi n ess 
pl a n ” a n d r e q u est e d t h at t h e n u m b ers b e i n cr e as e d  ( e m ail of 6 J ul y 2 0 1 8). 

6 8 9.  T h e f or e c ast r e v e n u e , t h e b asis of w hi c h Mr A d ki ns w as i nstr u ct e d t o c arr y o ut t h e 
c al c ul ati o n , s h o w e d a n e n or m o us r at e of gr o wt h fr o m t h e e xisti n g r e v e n u es, u p t o £ 4. 6  
milli o n  f or t h e ye ar e n d e d  3 1 M ar c h 2 0 1 9 t o £ 1 0 7  milli o n  f or t h e ye ar e n d e d  3 1 M ar c h 
2 0 2 3. I fi n d t h at n o b o d y c o ul d r ati o n all y h a v e pl a c e d a n y r eli a n c e o n t hi s r e p ort, w hi c h 
w as ess e nti all y a n e x er ci s e i n c al c ul ati o n, b as e d o n e xtr e m el y o pti mi sti c pr oj e cti o ns a n d 
ass u m pti o ns. Mr A d ki ns e x pr essl y dis a v o w e d a n y o pi ni o n o n t h e r e as o n a bl e n ess of t h e 
pr oj e cti o ns. It w as n ot a v al u ati o n i n a n y c o n v e nti o n al s e ns e.  

6 9 0.  I fi n d t h at t h e s h ar es i n A ss et M a p pi n g  i n f a ct h a d n o si g nifi c a nt v al u e at t h e ti m e of t h e 
L P E S P A.   

6 9 1.  T ur ni n g t o L AI a n d R es er e c , L AI w as i n c or p or at e d o n 3 0  J u n e 2 0 1 7 . T h e s h ar es i n L AI 
w er e h el d b y G S T o n tr u st f or Mr H u m e -K e n d all  a n d Mr B ar k er . Mr S e d g wi c k  s ai d i n 
a n e m ail t o Mr H u m e -K e n d all  a n d Mr B ar k er  o n 1 A u g ust 2 0 1 7 t h at G S T w o ul d h ol d 
t h e s h ar es o n tr ust f or t h e m a n d t h at t h e y w o ul d tr a nsf er t h e s h ar es t o t h e a p pr o pri at e 
s h ar e h ol d ers o n c e t h e y h a d d e ci d e d w h o t h e  s h ar e h ol d ers  s h o ul d b e. At t his d at e , L AI 
di d n ot tr a d e a n d h a d n o ass ets.  

6 9 2.  L AI i n v est e d  i n t h e d e v el o p m e nt b y Mr J a g a d e e s h G orl a , a c o m p ut er pr o gr a m m er, of 
artifi ci al i nt elli g e n c e s oft w ar e f or c o m m o diti es tr a di n g.  L AI e nt er e d i nt o a c o ns ult a n c y 
a gr e e m e nt i n O ct o b er  2 0 1 7 wit h Mr G orl a a n d his c o m p a n y, R es er e c, u n d er w hi c h 
R es er e c w o ul d b e p ai d a f e e of £ 1 1, 0 0 0 p er m o nt h f or d e v el o pi n g t h e s oft w ar e f or L AI . 
Mr S e d g wi c k  dr aft e d t h e a gr e e m e nt a n d k n e w of it s t er ms. 
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6 9 3.  As e x pl ai n e d a b o v e, t h er e w er e p a y m e nts of £ 2 0 milli o n t o Mr T h o ms o n,  Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g  b et w e e n  2  F e br u ar y 2 0 1 8  a n d  3  J ul y 2 0 1 8 . Mr 
G ol di n g  a n d Mr H u m e -K e n d all  e a c h r e c ei v e d £ 8. 5 milli o n  fr o m L C F vi a L O G; Mr 
B ar k er  a n d Mr T h o ms o n e a c h r e c ei v e d £ 1. 5 milli o n .  

6 9 4.  As a t t h e st art of t hi s p eri o d, F e br u ar y 2 0 1 8, L AI h a d  p ai d s o m e of t h e m o nt hl y i n v oi c es 
t o R es er e c u n d er t h e c o ns ult a n c y a gr e e m e nt . B y t h e e n d of t h e p eri o d , t h e w or k 
c o n d u ct e d b y Mr G orl a h a d r es ult e d i n a st u d y o n t h e p ossi bl e a p pli c ati o ns of artifi ci al 
i nt elli g e n c e i n c o m m o dit y tr a di n g. Wh e n tri all e d, t hi s h a d r es ult e d i n a l oss.  

6 9 5.  N o pr of essi o n al v al u ati o ns of t h e b usi n ess of L AI w er e c o n d u ct e d  b ef or e t h e st art of 
L O G’s a d mi nistr ati o n i n 2 0 1 9. T h e a d mi nistr at or s t h e n i nstr u ct e d v al u ers , Hil c o , w h o 
v al u e d L AI at b et w e e n £ 5, 0 0 0 a n d £ 2 0, 0 0 0 as at 2 4  A pril 2 0 1 9 . I fi n d t h at L AI h a d n o 
si g nifi c a nt v al u e as at t h e d at e of t h e L P E S P A.   

6 9 6.  I TI als o s e p ar at el y e nt er e d a n arr a n g e m e nt wit h R es er e c a n d Mr G orl a d at e d 2 1  M ar c h 
2 0 1 8 . I TI a gr e e d t o a c q uir e u p t o 2 0 % of t h e s h ar es i n R es er e c  f or £ 1. 5 milli o n, t o b e 
p ai d i n a n u m b er of tr a n c h es o v er 1 2 m o nt hs. T h e a c q uisiti o n  w as t o  b e st a g e d; I TI w o ul d 
a c q uir e a p er c e nt a g e of t h e s h ar es u p o n p a yi n g e a c h i nst al m e nt. As at  2  F e br u ar y 2 0 1 8 , 
I TI di d n ot o w n a n y s h ar es i n R es er e c. As at 3  J ul y 2 0 1 8 , I TI o w n e d 1 0. 7 % of R es er e c 
Li mit e d, f or w hi c h it h a d p ai d £ 7 2 1, 0 0 0 . T h er e is n o r e as o n t o s u p p os e t h at t hi s 
s h ar e h ol di n g w as w ort h m or e t h a n t h e a m o u nt p ai d f or it b y t h at d at e.  

6 9 7.  I n s u m m ar y, t h e ass ets tr a nsf err e d u n d er t h e L P E S P A h a d a v al u e w ell s h ort of t h e £ 2 0 
milli o n  pri c e i n t h at a gr e e m e nt. A ss et M a p pi n g  a n d L AI h a d n o si g nifi c a nt v al u e. T h e 
s h ar e h ol di n g i n I TI w as w ort h n o m or e t h a n £ 7 2 0 , 0 0 0. I fi n d t h at t h e L P E S P A w as n ot 
a g e n ui n e c o m m er ci al c o ntr a ct. T h er e w as n o c h a n g e i n t h e b e n efi ci al o w n ers hi p of t h e 
ass ets p ur p ort e dl y s ol d u n d er it. T h er e w as n o pr o f essi o n al v al u ati o n of t h e ass ets. T h er e 
w as n o n e g oti ati o n of t h e pri c e. T h e a gr e e m e nt  w as cr e at e d aft er t h e e v e nt a n d  b a c k d at e d 
t o j ustif y p a y m e nts t h at h a d alr e a d y b e e n m a d e. A l ar g e p art of t h e p a y m e nts w er e 
i niti all y j ustifi e d b y b ei n g c h ar a ct eris e d as p a y m e nts f or pr ef er e n c e s h ar es.   

6 9 8.  T h e L P E S P A  w as n ot a g e n ui n e ar m’s l e n gt h c o m m er ci al tr a ns a cti o n b ut w as a n 
artifi ci al d e vi c e d esi g n e d t o j ustif y p a y m e nts of s u ms  d eri vi n g fr o m L C F t o t h e f o ur 
i n di vi d u als. I als o fi n d t h at Mr T h o ms o n,  Mr G ol di n g  a n d Mr S e d g wi c k  w er e all a w ar e 
of t h es e f a cts .  

T h e L P T S P A  

6 9 9.  T his s u b -h e a di n g r ef ers t o t h e L PT  S P A f or c o n v e ni e n c e, b ut t hi s s e cti o n als o c o v ers 
s e v er al ot h er e v e nts: t h e p ositi o n u n d er t h e f a cilit y wit h L O G; t h e p a y m e nts m a d e b ef or e 
t h e L P T S P A; a n d t h e L P T S P A its elf.  

7 0 0.  B y t h e L P T S P A, L P T a gr e e d t o p ur c h as e t h e pr ef er e n c e s h ar es i n L P C fr o m Mr H u m e -
K e n d all  a n d Mr B ar k er , w hi c h t h e y h a d t h e ms el v es a c q uir e d t h e m fr o m L o n d o n Gr o u p 
L L P . T h er e w er e 2 5 milli o n s u c h pr ef er e n c e s h ar e s, wit h a n o mi n al v al u e of £ 0. 0 1 e a c h. 
T h e pri c e w as £ 3 2, 2 2 5, 0 9 6 . I n t h e e v e nt £ 1 6. 7 milli o n w as p ai d t o Mr T h o ms o n,  Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  b y L C F  u n d er t h e L P T S P A. T h es e s u ms 
w er e f u n d e d b y dr a w i n gs a g ai nst L O G’s f a cilit y  wit h L C F.  
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7 0 1.  O n 2 3  J ul y 2 0 1 8  Mr T h o ms o n a ut h oris e d p a y m e nts t ot alli n g £ 4. 5  milli o n  t o b e m a d e  
fr o m f u n ds d eri vi n g fr o m L C F vi a G C E N t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  
a n d Mr G ol di n g . T h e p a y m e nts w er e m a d e o n 2 3 J ul y 2 0 1 8 . T h e p a y m e nts w er e di vi d e d 
(Mr G ol di n g : 4 2. 5 %, Mr H u m e -K e n d all : 4 2. 5 %, Mr T h o ms o n : 7. 5 % a n d Mr B ar k er : 
7. 5 %). At t h e ti m e of t h e s e p a y m e nts , t h er e w as n o c o ntr a ct u al or ot h er j ustifi c ati o n f or 
t h e m. T h e y w er e si m pl y s u ms  dr a w n fr o m L C F a n d p ai d t o t h e i n di vi d u al s. N o h o n est 
a n d r e as o n a bl e dir e ct or i n Mr T h o ms o n’s p ositi o n w o ul d h a v e all o w e d t hi s.  

7 0 2.  T h e s e p a y m e nts  w er e s u bs e q u e ntl y j ustifi e d b y arr a n g e m e nts c o n c e rni n g t h e s al e of t h e 
L P C pr ef er e n c e s h ar es.  T h e tr a ns a cti o n h a d t w o st e ps. T h e first w as t h at t h e 2 5 milli o n 
pr ef er e n c e s h ar es w er e distri b ut e d i n s p e ci e b y L o n d o n Gr o u p L L P t o Mr H u m e -K e n d all  
a n d Mr B ar k er  (t h e t w o m e m b ers of L o n d o n Gr o u p L L P) . T his w as a p pr o v e d b y Mr 
H u m e -K e n d all  at a m e eti n g of L o n d o n Gr o u p L L P o n 1 9  J ul y 2 0 1 8 . T h e s e c o n d st e p w as 
f or a n e w c o m p a n y t o b e i n c or p or at e d, w hi c h w o ul d p ur c h as e t h e pr ef er e n c e s h ar es i n 
L P C fr o m M r H u m e-K e n d all  a n d Mr B ar k er . O n 2 0  J ul y 2 0 1 8  L P T w as i n c or p or at e d  f or 
t hi s p ur p os e. Mr H u m e -K e n d all  w as t h e s ol e dir e ct or a n d r e gist er e d s h ar e h ol d er of L P T. 
O n  a b o ut  2 7  J ul y 2 0 1 8  Mr H u m e -K e n d all  si g n e d a n L P T b o ar d r es ol uti o n f or t h e 
p ur c h as e b y L P T of t h e pr ef er e n c e s h ar es of L P C f or a pri c e of £ 3 2, 2 2 5, 0 9 6 p a y a bl e i n 
i nst al m e nts.  

7 0 3.  Als o o n  or  a b o ut 2 7  J ul y 2 0 1 8  Mr H u m e -K e n d all  a n d Mr B ar k er  si g n e d t h e L P T S P A as 
s ell ers ; a n d Mr H u m e -K e n d all  si g n e d t h e L P T S P A o n b e h alf of L P T. T h e L P T S P A 
pr o vi d e d f or L P T t o p ur c h as e t h e 2 5 milli o n r e d e e m a bl e pr ef er e n c e s h ar es i n L P C, of 1 p 
e a c h, fr o m Mr H u m e -K e n d all  a n d Mr B ar k er  f or a p ur c h as e pri c e of £ 3 2, 2 2 5, 0 9 6.  

7 0 4.  T h e a gr e e m e nt c a m e aft er t h e p a y m e nts of 4 J ul y 2 0 1 8 m a d e vi a G C E N o n 2 3  J ul y 2 0 1 8 , 
w hi c h w er e ost e nsi b l y m a d e u n d er it.  

7 0 5.  O n c e t h e L P T S P A w as e x e c ut e d, Mr T h o ms o n a p pr o v e d f urt h er p a y m e nt s fr o m L C F 
vi a G C E N t o t h e p ers o n al b a n k a c c o u nts of Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er , 
a n d Mr G ol di n g . T h e pr o c ess w as t h at L O G w o ul d s u b mit a dr a w d o w n r e q u est t o L C F 
si g n e d b y Mr B ar k er  a n d Mr B ar k er  w o ul d s u bs e q u e ntl y e m ail Mr T h o ms o n wit h d et ails 
of h o w t h e f u n ds s h o ul d b e di vi d e d a m o n g Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  
a n d Mr G ol di n g . Mr T h o ms o n w o ul d t h e n i nstr u ct G C E N t o m a k e p a y m e nts i n t h os e 
a m o u nt s. E a c h p a y m e nt h a d t h e r e f er e n c e “ Pr ef S h ar e A d v a n c e ”. 

7 0 6.  Mr T h o ms o n a g ai n pr o vi d e d i nf or m ati o n t o Mr B ar k er  as t o t h e m a xi m u m a m o u nt 
a v ail a bl e i n L C F’s b a n k a c c o u nt t o b e “ dr a w n ” f or t h e p ur p os e of t h es e p a y m e nts .  

7 0 7.  T h e p a y m e nts c o nti n u e d u ntil a fi n al s et of p a y m e nts w as m a d e o n 2 6  N o v e m b er  2 0 1 8 , 
b y w h e n £ 1 6. 7 milli o n h a d b e e n p ai d t o Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d 
Mr G ol di n g  u n d er t h e a u s pi c es of t h e L P T S P A.  

7 0 8.  T h e p a y m e nts u n d er t h e L P T S P A w er e f u n d e d b y dr a wi n g o n L O G’s f a cilit y wit h L C F .  

7 0 9.  L O G w as i n br e a c h of it s f a cilit y li mit. B y 1 5  J u n e 2 0 1 8  L O G o w e d £ 7 6. 7 milli o n t o 
L C F. L O G’s f a cilit y li mit w as £ 5 0 milli o n  ( u n d er t h e b a c k d at e d l ett er a gr e e m e nt d at e d 
1 D e c e m b er 2 0 1 7  d es cri b e d e arli er ).  

7 1 0.  B y S e pt e m b er 2 0 1 8 L O G o w e d L C F £ 1 0 4. 9 milli o n a g ai nst a f a cilit y li mit of £ 5 0 milli o n .  
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7 1 1.  Mr T h o ms o n a ut h oris e d p a y m e nts fr o m L C F t o L O G t h at h e k n e w w er e p ai d t o Mr 
G ol di n g , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr T h o ms o n i n t h e r ati os 4 2. 5: 4 2. 5: 7. 5: 
7. 5, n ot wit hst a n di n g t h at L O G h a d e x c e e d e d it s cr e dit li mit . I fi n d t h at t h es e r ati os r efl e ct 
t h e b e n efi ci al o w n ers hi p of L o n d o n Gr o u p L L P at t hi s st a g e.  

7 1 2.  Mr T h o ms o n k n e w t h e t er ms of t h e L P T S P A. Mr S e d g wi c k  s e nt t h e d o c u m e nt t o Mr 
T h o ms o n,  Mr H u m e -K e n d all  a n d Mr B ar k er  o n 6 A u g ust 2 0 1 8. H e p ers o n all y r e c ei v e d 
7. 5 % of t h e p a y m e nts m a d e u n d er it , a m o u nti n g t o o v er £ 1. 2  milli o n .  

7 1 3.  I als o i nf er t h at Mr G ol di n g  k n e w a b o ut it. H e r e c ei v e d 4 2. 5 %  of t h e pr o c e e ds of t h e 
a gr e e m e nt , a m o u nti n g t o m or e t h a n £ 7 milli o n . Mr S e d g wi c k  h a d b e e n Mr G ol di n g’s 
s oli cit or f or m a n y y e ars a n d h a d dr aft e d t h e a gr e e m e nt . Mr B ar k er , w h o f u n cti o n e d as 
Mr G ol di n g’s pr o x y , k n e w of it s t er ms a n d si g n e d it . Mr H u m e -K e n d all , Mr G ol di n g ’s 
cl os e b usi n ess ass o ci at e k n e w of it.  H e si g n e d it. I a m als o s ati sfi e d t h at Mr G ol di n g  
k n e w t h at L C F w as t h e ulti m at e s o ur c e of t h e p a y m e nts.  

7 1 4.  Mr T h o ms o n s ai d i n his or al e vi d e n c e t h at his e ntitl e m e nt t o t h e p a y m e nts u n d er t h e L P T 
S P A ar os e u n d er t h e J ul y 2 0 1 5 b u y -o ut a gr e e m e nt. I fi n d t h at t hi s e vi d e n c e w as 
dis h o n est. I h a v e alr e a d y e x pl ai n e d t h at t h er e w er e n o s u c h a gr e e m e nts. Mr T h o ms o n 
w as als o u n a bl e t o e x pl ai n w h y h e w as g etti n g 7. 5 % of t h e pr o c e e ds, si n c e t h e all e g e d 
b u y -o ut a gr e e m e nt w as 5 %.  I als o fi n d t h at Mr T h o ms o n k n e w t h at t h e r e m ai ni n g 9 2. 5 % 
w as g oi n g t o t h e ot h er t hr e e i n di vi d u als ( or t h eir c o m p a ni es) u n d er t h e L P T S P A. A g ai n,  
h e s h o w e d n o s ur pris e. H e w as c ert ai nl y n ot “ a p p all e d ”  (s e e t h e e arli er dis c ussi o n of t hi s 
p oi nt ). T h at i s b e c a us e h e u n d erst o o d t h at t h e c o n si d er ati o n u n d er t h e L P T S P A, as wit h 
t h e e arli er tr a ns a cti o ns, w as b ei n g p ai d t o t h e m i n a gr e e d r ati os. H e t h er ef or e k n e w t h at 
t h e £ 1 6. 7 milli o n  p ai d u n d er t h e L P T S P A (f u n d e d b y L C F’s l e n di n g t o L O G) w as n ot 
b ei n g pl o u g h e d i nt o a n y r e v e n u e -g e n er ati n g b usi n ess of L O G, b ut w as b ei n g “ c as h e d 
o ut ” (t o us e his e x pr essi o n).   

7 1 5.  As e x pl ai n e d a b o v e, t h e l e n di n g t o L O G w as w ell a b o v e t h e f a cilit y li mit. A n e w f a cilit y 
a gr e e m e nt w as dis c uss e d a n d pr e p ar e d i n t h e c o ur s e of S e pt e m b er a n d  O ct o b er  2 0 1 8, t o 
i n cr e as e t h e f a cilit y li mit t o £ 1 2 0 milli o n. Mr T h o ms o n p arti ci p at e d i n  t h e n e g oti ati o ns, 
assi st e d b y Mr L e e. T h er e w er e v ari o us dr afts of t h e a gr e e m e nt, d at e d S e pt e m b er 2 0 1 8 
i n t y p es cri pt. T h e r e vis e d a gr e e m e nt w as si g n e d b y Mr T h o ms o n,  Mr H u m e -K e n d all , a n d 
Mr B ar k er  b et w e e n 1 5  O ct o b er  2 0 1 8  a n d  2  N o v e m b er  2 0 1 8  b ut b a c k d at e d t o 4 D e c e m b er 
2 0 1 7  i n or d er t o m a k e it s e e m t h at L O G h a d n e v er e x c e e d e d t h e f a cilit y li mit. I fi n d t h at 
t h e b a c k d ati n g w as c arri e d o ut d eli b er at el y t o mi sl e a d B D O, L O G’s a u dit ors. Mr 
T h o ms o n wr ot e a l ett er t o B D O d at e d 1 9  N o v e m b er  2 0 1 8 w hi c h st at e d t h at as of  3 0 
S e pt e m b er 2 0 1 8 t h e f a cilit y li mit w as £ 1 2 0 milli o n. T h at w as f als e , as h e k n e w. T h e 
f a cilit y w as n ot si g n e d b y t h at d at e. 

7 1 6.  I n his wit n ess st at e m e nt Mr T h o ms o n st at e d t h at t h e s e c o n d f a cilit y a gr e e m e nt w as a 
m or e r o b ust d o c u m e nt w hi c h w as d esi g n e d t o r e pl a c e t h e si d e l ett er  a n d t h at n o b o d y w as 
mi sl e d . H e s ai d t h at it w as d at e d wit h t h e s a m e d at e as t h e si d e l ett er. H e w as wr o n g  
a b o ut t h e d at e . T h e si d e l ett er f or £ 5 0 m illi o n (its elf b a c k d at e d) b or e t h e d at e 1 D e c e m b er 
2 0 1 7 . T h e b a c k d at e d f a cilit y a gr e e m e nt, pr e p ar e d a n d e x e c ut e d i n O ct o b er  or  N o v e m b er  
2 0 1 8, w as d at e d 4 D e c e m b er 2 0 1 7 . M or e o v er , t h e f a cilit y w as n ot j ust a m or e r o b ust 
r e pl a c e m e nt of t h e si d e l ett er: it c h a n g e d t h e t er ms of t h e l e n di n g a n d i n cl u d e d a n i n cr e as e 
i n t h e f a cilit y li mit fr o m £ 5 0 milli o n  t o £ 1 20  milli o n . 
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7 1 7.  Mr T h o ms o n a c c e pt e d i n his or al e vi d e n c e t h at t h e c o m mit m e nt li mit of £ 1 2 0 milli o n 
h a d n ot i n f a ct b e e n a gr e e d i n D e c e m b er 2 0 1 7. H e als o a c c e pt e d t h at h e m ust h a v e si g n e d 
t h e s e c o n d L O G f a cilit y b et w e e n 1 5 O ct o b er  2 0 1 8 a n d 2  N o v e m b er  2 0 1 8, a n d t h at it w as 
i n diff er e nt t er ms t o t h e si d e l ett er wit h a li mit of £ 5 0 milli o n. Mr T h o ms o n r ef us e d u n d er 
cr oss -e x a mi n ati o n t o a c c e pt t h at t h e s e c o n d L O G f a cilit y w as n ot a tr ut hf ul d o c u m e nt 
b e c a us e it h a d b e e n b a c k d at e d t o 4 D e c e m b er 2 0 1 7 . H e s ai d L O G’s b orr o wi n g 
r e q uir e m e nts “ h a d e v ol v e d ” a n d “ c o nsi d er a bl y m o v e d o n ”, t h at t h e f a cilit y w as m er el y 
“ a w or ki n g d o c u m e nt ”, a n d t h at t h e n e w f a cilit y w as “ n ot a n e w li mit ”. I r ej e ct t hi s. Mr 
T h o ms o n c o ul d n ot e x pl ai n w h y , if t hi n gs h a d m o v e d o n, t h e n e w a gr e e m e nt w as n ot 
d at e d  O ct o b er  or  N o v e m b er  2 0 1 8. N or c o ul d h e e x pl ai n w h y, if t h er e h a d b e e n a n 
a gr e e m e nt o n 1 D e c e m b er 2 0 1 7  t o i n cr e as e t h e f a cilit y li mit t o £ 5 0 milli o n, t hi s w as 
f oll o w e d al m ost i m m e di at el y b y a n a gr e e m e nt o n 4 D e c e m b er 2 0 1 7  t o i n cr e as e t h e li mit 
t o £ 1 2 0 milli o n. I fi n d t h at Mr T h o ms o n k n e w t h at t h e d o c u m e nt s w er e  u ntr ut hf ul a n d 
d esi g n e d t o misl e a d B D O.  His e vi d e n c e w as dis h o n est . 

7 1 8.  It a p p e ars t h at t h e ot h er b o ar d m e m b ers of L O G w er e o nl y s h o w n dr afts , w hi c h s h o w e d 
t h e d at e S e pt e m b er 2 0 1 8 i n t y p es cri pt. T h er e w as i n d e e d a si g n e d c o p y d at e d 1 8  O ct o b er  
2 0 1 8  si g n e d b y Mr H u m e -K e n d all  a n d Mr T h o ms o n.  T his h a d a c o m mit m e nt of £ 1 5 0  
milli o n . It a p p e ars fr o m a mi n ut e of a m e eti n g of t h e b o ar d of L O G h el d o n 1 2 F e br u ar y 
2 0 1 9 t h at t hi s w as i n t h e r e c or ds of L O G a n d t h at t h e b o ar d b eli e v e d t hi s t o b e t h e r el e v a nt 
f a cilit y a gr e e m e nt. Mr H u m e -K e n d all  di d n ot c orr e ct t h e b o ar d a b o ut t hi s , i n cl u di n g at 
t h e m e eti n g o n 1 2 F e br u ar y 2 0 1 9 w h e n t h e b o ar d w as c o nsi d eri n g t h e hist ori c al s e q u e n c e 
of a gr e e m e nts . 

7 1 9.  T h e L P T S P A di d n ot c h a n g e t h e b e n efi ci al o w n ers hi p of t h e pr ef er e n c e s h ar es i n L P C. 
Aft er t h e y h a d b e e n distri b ut e d i n s p e ci e b y L o n d o n Gr o u p L L P t o Mr H u m e -K e n d all  
a n d Mr B ar k er , t h e s h ar e s w er e s ol d b y Mr H u m e -K e n d all  a n d Mr B ar k er  t o L P T. T h e 
s h ar es i n L P T w er e r e gi st er e d i n t h e n a m e of Mr H u m e -K e n d all . B ut b y a tr ust d e e d 
e x e c ut e d o n 3 0  N o v e m b er  2 0 1 8 , Mr H u m e -K e n d all  d e cl ar e d t h at h e h el d t h e s h ar es i n 
L P T o n tr ust f or L o n d o n Gr o u p L L P, w h os e m e m b ers w er e Mr H u m e -K e n d all  a n d Mr 
B ar k er . I a m s ati sfi e d t h at L o n d o n Gr o u p L L P it s elf w as o w n e d b e n efi ci all y b y Mr 
H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr T h o ms o n : t hi s is s h o w n b y t h e f a ct t h at 
t h e pr o c e e ds u n d er t h e v ari o us S P As w er e distri b ut e d t o t h os e i n di vi d u als.  

7 2 0.  T h e L P T S P A w as i n ess e n c e t h er ef or e a w a y of e xtr a cti n g a c as h c o nsi d er ati o n of £ 3 2  
milli o n  f or s h ar es w hi c h st a y e d wit h t h e s a m e gr o u p of b e n efi ci al o w n ers.  H a d t h e 
i nt e nti o n b e e n f or t h e s h ar es t o b e pl a c e d i n a n e w c or p or at e v e hi cl e , t h at c o ul d h a v e b e e n 
d o n e wit h o ut t h e s al e el e m e nt.  A n d if t h er e w as a g e n ui n e e x p e ct ati o n t h at t h e s h ar es 
w o ul d b e r e d e e m e d, t h e pr o c e e ds w o ul d h a v e b e e n p ai d f or t h e r e d e m pti o n.   

7 2 1.  U n d er t h e t er ms of t h e L P T S P A , t h e pri c e w as £ 3 2, 2 2 5, 0 9 6. T h e L P T S P A e x pl ai n e d 
( at cl a us e 3. 1) t h at t h e pri c e , w hi c h w as b as e d o n a dr aft b al a n c e s h e et f or L P C as of  3 1 
M a y 2 0 1 8, w as s u bj e ct t o v ari ati o n i n t h e e v e nt t h at t h er e w as a c h a n g e i n it s a u dit e d 
a c c o u nts, a n d w as i nt e n d e d t o b e b as e d o n 3 0 % of t h e n et ass et v al u e of L P C.  

7 2 2.  T h e pri c e w as c al c ul at e d  as f oll o ws : 

i. U n d er t h e a d d e n d u m t o L P C’s arti cl es, L P C w as e ntitl e d t o r e d e e m t h e pr ef er e n c e 
s h ar es . 
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ii. T h e s u m p a y a bl e b y L P C o n t h e r e d e m pti o n of e a c h pr ef er e n c e s h ar e w o ul d b e “ a 
s u m e q ui v al e nt t o 0. 0 0 0 0 0 1 2 % of t h e N et Ass et V al u e of [ L P C] ”. Si n c e t h er e w er e 
2 5 milli o n pr ef er e n c e s h ar es i n e xist e n c e, t h e t ot al a m o u nt p a y a bl e b y L P C o n 
r e d e m pti o n w o ul d b e a s u m e q ui v al e nt t o 3 0 % of t h e N et Ass et V al u e of L P C . 

iii. “ N et Ass et V al u e ” w as d efi n e d i n t h e a d d e n d u m t o L C F’s arti cl es t o m e a n “t h e n et 
ass et v al u e of [ L P C] as a ss ess e d b y t h e a u dit ors of [ L P C] fr o m ti m e t o ti m e a cti n g 
as e x p erts o n t h e ass u m pti o n t h at [ L P C] is b ei n g s ol d as a g oi n g c o n c er n b y a 
willi n g s ell er  t o a willi n g b u y er ”. 

i v. A n esti m at e d b al a n c e s h e et dr a w n u p f or L O G as at 3 1 J ul y 2 0 1 8  st at e d t h at L O G 
h a d n et ass ets of £ 1 0 7, 4 1 6, 9 8 5 . 

v.  As L P C o w n e d L O G, L P C c o ul d b e tr e at e d as h a vi n g n et ass ets of £ 1 0 7, 4 1 6, 9 8 5 . 

vi.  If L P C d e ci d e d t o r e d e e m t h e pr ef er e n c e s h ar es, t h e n t h e a u dit ors “ a cti n g as e x p erts 
o n t h e ass u m pti o n t h at [ L P C] is b ei n g s ol d as a g oi n g c o n c er n b y a willi n g s ell er 
t o a willi n g b u y er ” w o ul d c o n cl u d e t h at L P C h a d n et ass ets of £ 1 0 7, 4 1 6, 9 8 5. 

vii.  T h er ef or e, o n t h e r e d e m pti o n of t h e L P C pr ef er e n c e s h ar es, L P C w o ul d p a y 
£ 3 2, 2 2 5, 0 9 5. 5 0 t o t h e h ol d ers of t h e L P C pr ef er e n c e s h ar es . 

viii.  S o,  t h e L P C pr ef er e n c e s h ar es w er e w ort h £ 3 2, 2 2 5, 0 9 6 a n d L P T c o ul d pr o p erl y 
a gr e e t o b u y t h e m fr o m Mr H u m e -K e n d all  a n d Mr B ar k er  at t h at pri c e.  

7 2 3.  I a m s ati sfi e d t h at t h er e w er e s e v er al b asi c a n d s elf -e vi d e nt fl a ws i n t hi s a p pr o a c h t o t h e 
c al c ul ati o n of t h e v al u e of t h e s h ar es : 

i. L P C’s a u dit ors h a d n ot c o n cl u d e d “ a cti n g as e x p erts o n t h e ass u m pti o n t h at [ L P C] 
is b ei n g s ol d as a g oi n g c o n c er n b y a willi n g s ell er t o a willi n g b u y er ” t h at L P C 
h a d a n et ass et v al u e of £ 1 0 7, 4 1 6, 9 8 5. T h er e w as als o n o r e ali sti c pr os p e ct of t h e m 
d oi n g s o.   

ii. L O G di d n ot h a v e n et ass ets of £ 1 0 7, 4 1 6, 9 8 5. L O G’s m ost v al u a bl e ass et w as it s 
i n v est m e nt i n I O G. T hi s c o nsist e d of a c o m bi n ati o n of l o a ns , w arr a nts, a n d 
c o n v erti bl e d e bt i nstr u m e nts w hi c h w o ul d h a v e gi v e n L O G t h e ri g ht t o c o n v ert t h e 
d e bt i nt o s h ar es i n I O G. I O G w as a n AI M li st e d oil e x pl or ati o n a n d pr o d u cti o n 
c o m p a n y  f o c us e d o n e xtr a cti n g oil a n d g as fr o m l e g a c y ass ets s ol d off b y t h eir 
f or m er o w n ers i n t h e U K w at ers off t h e N ort h S e a . It h el d c ert ai n li c e n c es. B y t h e 
d at e s of t h e a d mi nistr ati o n s of L C F a n d L O G , it h a d y et t o ass e m bl e t h e fi n a n c e 
a n d o p er ati n g c a p a biliti es  t o e x pl oit it s li c e n c es a n d ot h er ass ets. T h e Cl ai m a nts’ 
e x p ert, Mr Os b or n e, g a v e e vi d e n c e,  w hi c h w as n ot c h all e n g e d at t h e tri al, a b o ut t h e 
pr o p er w a y of v al ui n g L O G’s i nt er ests i n I O G . T h e y w er e a c o m bi n ati o n of l o a ns 
a n d e m b e d d e d o pti o ns t o a c q uir e e q uit y i n I O G. T h e l o a n el e m e nt w as t o b e v al u e d 
t a ki n g i nt o a c c o u nt i nt er est r at es a n d m at urit y d at e. T h e o pti o ns w er e t o b e v al u e d 
b y usi n g t h e Bl a c k -S c h ol e s m o d el ( w hi c h t a k es a c c o u nt of t h e stri k e pri c e, t h e 
c urr e nt pri c e of t h e u n d erl yi n g ass et, t h e ti m e t o e x pir y of t h e o pti o n , t h e ri s k-fr e e 
r at e of f u n di n g, a n d t h e e x p e ct e d v ol atilit y of t h e ass et); a n d a p pl yi n g a p pr o pri at e 
dis c o u nts t o r efl e ct t h e c h ar a ct eristi cs of I O G a s a s m all AI M li st e d c o m p a n y, 
w h os e l o a ns w er e n ot r e a dil y m ar k et a bl e a n d w h os e s h ar es w er e r el ati v el y illi q ui d. 
A p pl yi n g t hi s a p pr o a c h, Mr Os b or n e c o n cl u d e d t h at L O G’s i n v est m e nt i n I O G w as 
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w ort h b et w e e n £ 2 6. 4 milli o n a n d £ 5 3. 6 milli o n o n 2 7  J ul y 2 0 1 8 . I a c c e pt t h at 
e vi d e n c e  a n d h ol d t h at t h e m a xi m u m v al u e of L O G’s i nt er est i n I O G at t h at d at e 
w as £ 5 3. 6  milli o n .  

iii. L O G h a d als o m a d e a n i n v est m e nt i n Atl a nti c P etr ol e u m p/f. As at 2 7  J ul y 2 0 1 8 , 
L O G h a d l o a n e d a pri n ci p al s u m of £ 1. 8 8 milli o n t o Atl a nti c P etr ol e u m p/f, wit h 
a c cr u e d i nt er est of £ 3 2 4, 6 2 5. S o,  this w as n ot a si g nifi c a nt ass et .  

i v. T h e dr aft b al a n c e s h e et pr e p ar e d f or t h e L P T S P A , w hi c h g a v e a v al u e of 
£ 1 6 2, 4 4 6, 7 2 1 , w as t h e r e s ult of a v er a g i n g t w o v al u ati o n m et h o d ol o gi es. T h e first 
v al u ati o n m et h o d ol o g y us e d w as a Bl a c k -S c h ol es c al c ul ati o n. T h e esti m at e d 
b al a n c e s h e et i n cr e as e d t h e v ol atilit y m etri c t o 1 0 0 % , w hi c h is hi g h er t h a n t h at us e d 
b y Mr Os b or n e . T h e r es ulti n g fi g ur e w as a v al u ati o n of j ust u n d er £ 7 1. 2 milli o n . 
T h e s e c o n d m et h o d ol o g y w as b as e d o n a n esti m at e of t h e n et pr es e nt v al u e of 
I O G’s u n d erl yi n g ass ets . T h e c al c ul ati o n i n v ol v e d a d o pti n g a ris k f a ct or of z er o. 
T h e n et pr es e nt v al u e of I O G’s ass ets ( n ot s h ar es) w as t h e n s ai d t o b e £ 3 9 0. 1 
milli o n. It w as t h e n s ai d t h at t h e v al u e of L O G’s ri g hts w as £ 2 4 3 . 5 milli o n, o n t h e 
b asis t h at L O G c o ul d e x er cis e a n o pti o n t o a c q uir e 6 2 % of t h e s h ar es i n I O G. T h e 
fi g ur e us e d i n t h e esti m at e d b al a n c e s h e et t h e n a d o pt e d a n a v er a g e of t h e s e t w o 
e x er cis es, r es ulti n g i n a v al u e of £ 1 5 7. 5 3 6 milli o n. A fi g ur e of o v er £ 5 mil li o n w as 
a d d e d i n r es p e ct of L O G’s l o a n t o Atl a nti c P etr ol e u m, r es ulti n g i n t h e t ot al of 
£ 1 6 2, 4 4 6, 7 2 1.  

v.  I fi n d t h at t hi s e x er cis e m a d e n o s e ns e  at all . T h e e x p ert e vi d e n c e s h o ws t h at Bl a c k -
S c h ol es w as t h e est a blis h e d m et h o d f or c al c ul ati n g t h e v al u e of t h e o pti o ns 
e m b e d d e d i n t h e I O G i nstr u m e nts. T h e N P V a p pr o a c h i n v ol v e d  a n ass u m pti o n 
a b o ut t h e e v e nt u al v al u e of I O G’s u n d erl yi n g ass ets a n d a p pl yi n g a ris k-fr e e r at e, 
w hi c h o n it s f a c e c o ul d n ot  c o n c ei v a bl y h a v e b e e n  s u p p ort a bl e. It w as o b vi o usl y 
irr ati o n al. I n a n y c as e, h a vi n g c o n d u ct e d  a Bl a c k -S c h ol es v al u ati o n, t h er e c a n b e  
n o pr o p er b asis f or t h e n u si n g t h e a v er a g e of t h at v al u ati o n a n d t h e  v al u e arri v e d at 
u n d er a n ot h er m et h o d. M or e o v er,  n o dis c o u nts w er e a p pli e d f or t h e illi q ui dit y of 
t h e u n d erl yi n g s e c uriti es. I fi n d t h at t h at t h e c al c ul ati o n w as u n d ert a k e n wit h a vi e w 
t o cr e ati n g a n o v eri nfl at e d v al u e f or t h e ass et v al u e of L O G a n d t h at t h e a p pr o a c h 
w as irr ati o n al. It cr e at e d a n u nr e al v al u e.  

vi.  O n t h e ot h er h a n d, L O G h a d s u bst a nti al i n d e bt e d n ess t o L C F, w hi c h a m o u nt e d t o 
£ 8 8. 9 milli o n as at 2 7  J ul y 2 0 1 8 . T h e esti m at e d b al a n c e s h e et  i n c orr e ctl y st at e d t h e 
v al u e of L O G’s d e bt t o L C F at o nl y £ 4 7. 5 milli o n . T his a p p e ars t o b e b e c a us e it 
w as b as e d o n 3 1 M ar c h 2 0 1 8 a n d w as n ot u p d at e d t o J ul y 2 0 1 8.  

7 2 4.  I t h er ef or e fi n d t h at L O G’s li a biliti es a ct u all y si g nifi c a ntl y e x c e e d e d it s ass ets  as of  3 1 
J ul y 2 0 1 8 . T h e v al u e of L P C’s s h ar es i n L O G w as t h er ef or e nil. I als o fi n d t h at at t h e 
ti m e t h at t h e L P T S P A w as pr e p ar e d a n d e x e c ut e d, t hi s w o ul d h a v e b e e n k n o w n t o Mr 
H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g .  

7 2 5.  S o m e of t h e D ef e n d a nts r eli e d at t h e tri al o n a n “ off er ” a d dr ess e d t o Mr G ol di n g  t o 
a c q uir e t h e pr ef er e n c e s h ar es i n L P C i n t h e s u m of £ 7 0 milli o n i n  O ct o b er  2 0 1 7. T h e 
off er w as s et o ut i n a l ett er d at e d 2 5 S e pt e m b er 2 0 1 7 fr o m a c o m p a n y c all e d Bl u e pri nt 
C a pit al . Th e p ers o n r es p o nsi bl e f or t h e off er w as Mr Cli nt R e d m a n w h o , at t h e ti m e , 
w or k e d f or L o n d o n Gr o u p L L P a n d w as i n v ol v e d i n pl a ns b y Mr T h o ms o n,  Mr H u m e -
K e n d all  a n d Mr G ol di n g  ( a m o n g ot h ers) t o iss u e a n “ oil b o n d ”. Mr R e d m a n h a d als o h a d  
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m a n y ot h er d e ali n gs wit h Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  
o v er t h e y e ars . Th e pr o p os al i n t h e “ off er ” l ett er w as a m e c h a nis m f or p a yi n g t h e 
pr o c e e ds of a pr o p os e d “ oil b o n d ” t o Mr G ol di n g . O n t h e s a m e d at e as t hi s “ off er ”, a n 
i n v oi c e w as iss u e d b y Bl u e pri nt Li mit e d t o L o n d o n Gr o u p L L P i n t h e s u m £ 2 5 0, 0 0 0, 
w hi c h w as p a y a bl e t o Mr R e d m a n’s b a n k a c c o u nt. T h e i n v oi c e p ur p ort e d t o b e i n r el ati o n 
t o t h e P ar a dis e B e a c h pr oj e ct, w hi c h b y t h at ti m e h a d t er mi n at e d. T h er e w as n o e vi d e n c e 
e x pl ai ni n g w h at t his i n v oi c e w as i n r es p e ct of.  

7 2 6.  O n it s f a c e , t h e Bl u e pri nt Li mit e d “ off er ” a p p e ars t o h a v e  b e e n  a  m e c h a nis m t o p a y £ 7 0 
milli o n of t h e pr o c e e ds of t h e pr o p os e d oil b o n d t o Mr G ol di n g . I h e ar d n o e vi d e n c e fr o m 
a n y wit n ess e x pl ai ni n g t h e cir c u mst a n c es of t hi s off er. N o w ei g ht at all c a n b e pl a c e d o n 
it.  

7 2 7.  F or t h e d et ail e d r e as o ns s et o ut a b o v e, I fi n d t h at (t o t h e k n o wl e d g e of Mr T h o ms o n , Mr 
H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d Mr S e d g wi c k ) t h e L P T S P A w as n ot a 
g e n ui n e ar m’s l e n gt h c o m m er ci al tr a ns a cti o n b ut w as a n artifi ci al d e vi c e d esi g n e d t o 
j ustif y p a y m e nts fr o m f u n ds d eri vi n g fr o m L C F t o t h e f o ur i n di vi d u als. T h e s al e l eft t h e 
b e n efi ci al o w n ers t h e s a m e; it s p ur p os e w as t o e n a bl e t h e e xtr a cti o n of c as h c o nsi d er ati o n 
b y t h e f o ur i n di vi d u als. At t h e ti m e of t h e tr a ns a cti o n t h e L P C pr ef er e n c e s h ar es h a d n o 
v al u e a n d t h e c al c ul ati o n u n d erl yi n g t h e pri c e w as irr ati o n al a n d o b vi o usl y i nfl at e d.  

7 2 8.  T h e s u ms p ai d u n d er t h e L P T S P A all d eri v e d fr o m l o a ns fr o m L C F  t o L O G.  

7 2 9.  Mr T h o ms o n s ai d r e p e at e dl y i n his or al e vi d e n c e t h at h e a c c e pt e d t h e a ss ur a n c es of 
L O G’s b o ar d t h at L O G h a d pr o vi d e d a d e q u at e s e c urit y f or t h e b orr o wi n g fr o m L C F.  
H o w e v er,  h e di d n ot e x pl ai n a n y st e ps h e h a d t a k e n t o c o nfir m t h at L O G’s s e c urit y w as 
a d e q u at e. H e di d n ot r e q uir e t h e pr o visi o n of i n d e p e n d e nt v al u ati o ns of t h e o nl y ass ets 
o w n e d b y L O G, n a m el y it s i nt er ests i n I O G a n d Atl a nti c P etr ol e u m. H e k n e w t h at l ar g e 
a m o u n ts of t h e dr a w d o w ns b y L O G w er e a p pli e d i n m a ki n g p a y m e nts t o hi ms elf a n d t h e 
ot h er t hr e e i n di vi d u als, s u c h t h at t h es e s u ms w er e n ot b ei n g m ai nt ai n e d a n d e m pl o y e d 
b y L O G i n i n c o m e -g e n er ati n g a cti viti es. H e di d n ot r e q uir e t h e pr o visi o n of b usi n ess 
pl a ns or ot h er d o c u m e nts fr o m L O G t o e x pl ai n h o w L O G w as g oi n g t o b e a bl e t o m e et 
it s o bli g ati o ns t o p a y i nt er est a n d pri n ci p al t o L C F. H e als o k n e w t h at L O G (li k e t h e ot h er 
b orr o w ers) h a d a gr e e d t o a d d t h e 2 5 % p a y a bl e fr o m gr oss r e c ei pt s b y L C F t o S ur g e t o 
t h e dr a w d o w ns. 

E m ail s i n J ul y a n d  N o v e m b er  2 0 1 8  

7 3 0.  I n his cl osi n g s u b missi o ns, Mr S e d g wi c k r eli e d o n a n e m ail h e s e nt t o Mr L e e, Mr 
T h o ms o n a n d Mr B ar k er o n 1 9 J ul y 2 0 1 8. I n t h e e m ail Mr S e d g wi c k s ai d t h at Mr H u m e -
K e n d all  a n d Mr T h o ms o n  h a d dis c uss e d t h e r e p a y m e nt of t h e a m o u nt s o utst a n di n g fr o m 
C V R es orts a n d Atl a nti c S u p p ort. T h e pr o p os al m a d e b y Mr H u m e -K e n d all  w as t h at 
L o n d o n Gr o u p L L P w o ul d m a k e a v ail a bl e (f or p a y m e nt of t h e t w o li a biliti es) t h e s u m of 
£ 1  milli o n  p er m o nt h o ut of t h e r e d e m pti o n of t h e r e d e e m a bl e pr ef er e n c e s h ar es i n L P C 
a n d t h at p a y m e nts  t o L C F w o ul d c o m m e n c e s h ort l y. I n a d diti o n,  a n y s u ms  r e c ei v e d fr o m 
C a p e V er d e or Atl a nti c P etr ol e u m w o ul d b e p ai d as t h e y w er e r e c ei v e d. Mr S e d g wi c k 
als o r ef err e d t o a dr aft t er m s h e et r el ati n g t o t h e p a y m e nts fr o m C V R es orts a n d Atl a nti c 
S u p p ort  t o L C F. Mr S e d g wi c k s u b mitt e d t h at t h es e d o c u m e nts d e m o nstr at e d a n i nt e nti o n 
t o r e p a y t h e a m o u nt s b orr o w e d fr o m L C F a n d t h at t hi s u n d er mi n e d t h e Cl ai m a nts’ 
ar g u m e nts t h at L C F w as tr a di n g fr a u d ul e ntl y or w as a P o n zi s c h e m e . 
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7 3 1.  Mr S e d g wi c k i ntr o d u c e d t h es e d o c u m e nts i n cl osi n g. H e di d n ot gi v e e vi d e n c e a n d 
t h er ef or e t h e si g nifi c a n c e a n d c o nt e xt of t h e d o c u m e nts c o ul d n ot b e e x pl or e d wit h hi m 
i n c o urt. I n r es p o ns e, t h e Cl ai m a nts p oi nt e d o ut t h at t h e e m ail of 1 9 J ul y 2 0 1 8 w as  s e nt 
t hr e e d a ys aft er t h e c o m m e n c e m e nt of t h e a u dit pr o c ess f or t h e A pril 2 0 1 7 a c c o u nts. T h e 
Cl ai m a nts s ai d t h at t h e pr o p os al w as pr o d u c e d as e vi d e n c e t o s ati sf y t h e a u dit ors of t h e 
r e c o v er a bilit y of t h e l o a n s t o C V R es orts a n d Atl a nti c S u p p ort . T h e Cl ai m a nts sai d t h at 
n ot hi n g i n f a ct t h e n h a p p e n e d; n o d o c u m e nts w er e p ut i n pl a c e; a n d n o s u c h p a y m e nts 
w er e e v er m a d e fr o m t h e pr o c e e ds of t h e r e d e m pti o n of t h e L P C s h ar es.  I dr a w a n a d v ers e 
i nf er e n c e fr o m Mr S e d g wi c k’s d e cisi o n n ot t o gi v e e vi d e n c e . I c o n cl u d e t h at I a m u n a bl e 
t o pl a c e a n y w ei g ht o n t h e e m ail of 1 9 J ul y 2 0 1 8 or t h e dr aft t er m s h e et.  I fi n d fr o m t h e 
f a ct t h at n o s u c h p a y m e nts w er e e v er i n f a ct m a d e t h at t h er e w as n o s eri o us i nt e nti o n t o 
p ut t h es e arr a n g e m e nts i n pl a c e.  

7 3 2.  Mr S e d g wi c k als o r ef err e d i n cl osi n g t o a n e m ail e x c h a n g e wit h Mr L e e o n 2 1  N o v e m b er  
2 0 1 8. T his c o n c er n e d t h e t er m s h e et f or t h e l o a ns fr o m C V R es orts a n d Atl a nti c S u p p ort. 
Mr L e e s ai d t h at t hi s h a d t o d o wit h t h e s u ms r e c ei v e d fr o m t h e s al e t o Pri m e R D L  b ut 
s ai d t h at it w o ul d r e q uir e t h e a ct u al r e ci pi e nt t o si g n t h e a gr e e m e nt as C V R es orts w as 
n ot t h e r e ci pi e nt u n d er t h e Pri m e S P A.  H e as k e d Mr S e d g wi c k t o gi v e it s o m e t h o u g ht. 
Mr S e d g wi c k g a v e a n i n c o n cl usi v e r e pl y. It d o es n ot a p p e ar t h at a n yt hi n g m or e 
h a p p e n e d.  A g ai n,  Mr S e d g wi c k d e cli n e d t o gi v e e vi d e n c e a b o ut t hi s. I a m u n a bl e t o gi v e 
t h e e x c h a n g e a n y r e al w ei g ht.  

Ot h er p a y m e nts t o t h e Fi rst t o F o urt h a n d Ei g ht h D ef e n d a nts ori gi n ati n g fr o m L C F  

7 3 3.  E arli er p arts of t hi s s e cti o n h a v e a d dr ess e d t h e p a y m e nts m a d e t o t h e r el e v a nt D ef e n d a nts 
u n d er t h e i m p u g n e d S P As.  

7 3 4.  T h e s e D ef e n d a nts  als o r e c ei v e d ot h er a m o u nt s ulti m at el y d eri vi n g fr o m L C F.  

7 3 5.  I st art wit h Mr G ol di n g. O n s o m e o c c asi o ns, L C F p ai d s u ms  t o Mr G ol di n g  dir e ctl y. F or 
e x a m pl e, o n 2 7  A pril 2 0 1 6 , Mr B ar k er  pr o vi d e d K ati e M a d d o c k of L C F wit h a n i n v oi c e 
fr o m Mr G ol di n g  h e a d e d “ S G G ol di n g C o ns ulti n g ” i n t h e s u m of £ 3 2, 7 0 0 f or 
“ pr of essi o n al s er vi c es ” . O n 2 9  A pril 2 0 1 6  L C F p ai d £ 3 2, 7 0 0 t o Mr G ol di n g  wit h t h e 
r ef er e n c e “ S G C O N S U L T A N T ” . L C F’s a c c o u nt a nts q u eri e d t hi s p a y m e nt. Mr T h o ms o n 
t ol d t h e m t h at it w as f or “fi n a n ci al s er vi c es c o ns ult a n c y r el ati n g t o all b o n ds ”.  

7 3 6.  L C F m a d e a f urt h er p a y m e nt t o Mr G ol di n g  i n t h e s u m of £ 1 0, 0 0 0 wit h t h e r ef er e n c e 
“ S G C O N S U L T A N T ”  o n 2 5  J ul y 2 0 1 6 . 

7 3 7.  O n b ot h of t h os e o c c asi o ns, L C F m a d e m at c hi n g p a y m e nts t o Mr T h o ms o n.  T h e y b ot h 
r e c ei ve d t h e s a m e a m o u nt s o n t h e s a m e d a ys. T h er e w as n o a gr e e m e nt u n d er w hi c h Mr 
G ol di n g  or Mr T h o ms o n w er e e ntitl e d t o s u c h f e es.  

7 3 8.  O n a n ot h er o c c asi o n, Mr T h o ms o n,  Mr B ar k er  a n d Mr G ol di n g  w er e p ai d £ 3 0, 0 0 0 e a c h 
vi a L o n d o n C a pit al M ar k eti n g Li mit e d ( “ L C M ”) . I fi n d t h at t hi s c o m p a n y w as c o ntr oll e d 
b y Mr T h o ms o n,  w h o w a s t h e s ol e dir e ct or a n d s h ar e h ol d er. O n  7  A pril 2 0 1 7  L C F p ai d 
£ 9 0, 0 0 0 t o L C M . Mr T h o ms o n e m ail e d Mr B ar k er  t o s a y t h at i n v oi c e s s h o ul d b e 
a d dr ess e d t o L C M . Mr B ar k er  t h e n e m ail e d Mr T h o ms o n att a c hi n g t w o i n v oi c es f or 
“f u n dr aisi n g c o ns ult a n c y ” a n d “ pr of essi o n al s er vi c es ”. L C M t h e n p ai d £ 3 0, 0 0 0 t o Mr 
T h o ms o n,  £ 3 0, 0 0 0 t o Mr B ar k er  a n d £ 3 0, 0 0 0 t o Mr G ol di n g .  
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7 3 9.  O n ot h er o c c asi o ns, Mr G ol di n g  r e c ei v e d p a y m e nts of m o n e y ori gi n ati n g f r o m L C F vi a 
L O G. O n 1 2  J u n e 2 0 1 7 , f or i nst a n c e, L C F p ai d £ 6 0 1, 7 5 0 t o L O G , a n d o n 1 3  J u n e 2 0 1 7  
L O G p ai d £ 2 0 0, 0 0 0 t o Mr G ol di n g  a n d £ 2 5, 0 0 0 t o Mr B ar k er  ( e a c h wit h t h e r ef er e n c e 
L O G S H A R E P A Y M E N T S) . T h er e d o es n ot s e e m t o h a v e b e e n a n y att e m pt t o e x pl ai n 
or j ustif y t h es e p a y m e nts , e v e n b y t h e us e of mi sl e a di n g i n v oi c es.  

7 4 0.  L O G als o m a d e s u bst a nti al m o nt hl y p a y m e nts t o Mr G ol di n g , oft e n a c c o m p a ni e d b y 
p a y m e nts t o Mr H u m e -K e n d all ’s c o m p a n y, L V M a n a g e m e nt , a n d Mr B ar k er ’s c o m p a n y, 
W e al d e n C o ns ult a nts Li mit e d ( “ W e al d e n C o ns ult a nts ”) (l at er k n o w n as L o n d o n P o w er 
C o ns ult a nts). F or e x a m pl e : 

i. O n 1 J u n e 2 0 1 7  L O G p ai d £ 2 0, 0 0 0 t o Mr G ol di n g , £ 2 0, 0 0 0 t o L V M a n a g e m e nt 
a n d £ 1 5, 9 0 0 t o W e al d e n C o ns ult a nts .  

ii. O n 2 9  J u n e 2 0 1 7  L O G p ai d £ 2 0, 0 0 0 t o Mr G ol di n g , £ 2 0, 0 0 0 t o L V M a n a g e m e nt 
a n d £ 1 5, 9 0 0 t o W e al d e n C o ns ult a nts .  

iii. O n 3 1  J ul y 2 0 1 7  L O G p ai d £ 2 0, 0 0 0 t o Mr G ol di n g , £ 2 0, 0 0 0 t o L V M a n a g e m e nt 
a n d £ 1 5, 9 0 0 t o W e al d e n C o ns ult a nts.  

7 4 1.  Mr G ol di n g  als o r e c ei v e d p a y m e nts of m o n e y fr o m L C F vi a L o n d o n Gr o u p L L P. As 
alr e a d y e x pl ai n e d, L C F r o uti n el y p a i d m o n e y t o S a n ds E q uit y. D uri n g t h at p eri o d, S a n ds 
E q uit y m a d e s u bst a nti al p a y m e nts t o L o n d o n Gr o u p L L P, w hi c h i n t ur n p ai d s o m e of t h e 
s u ms  t o Mr G ol di n g . L o n d o n Gr o u p L L P oft e n m a d e p a y m e nts t o Mr H u m e -K e n d all  a n d 
Mr B ar k er  at t h e s a m e ti m e. F or e x a m pl e : 

i. O n 1 D e c e m b er 2 0 1 7  S a n ds E q uit y p ai d £ 7 0, 0 0 0 t o L o n d o n Gr o u p L L P, w hi c h 
p ai d £ 2 4, 0 0 0 t o Mr G ol di n g , £ 2 4, 0 0 0 t o L V M a n a g e m e nt, a n d £ 1 5, 9 0 0 t o W e al d e n 
C o ns ult a nts.  

ii. O n  3  J a n u ar y 2 0 1 8  L o n d o n Gr o u p L L P p ai d £ 2 4, 0 0 0 t o Mr G ol di n g , £ 2 4, 0 0 0 t o 
L V M a n a g e m e nt a n d £ 1 5, 9 0 0 t o W e al d e n C o ns ult a nts .  

iii. S u c h p a y m e nts w er e oft e n r e p e at e d b y L o n d o n Gr o u p L L P at t h e b e gi n ni n g of 
e v er y m o nt h.  

7 4 2.  N o n e of t h e p a y m e nts b y L C F w hi c h f o u n d t h eir w a y t o Mr G ol di n g  i n t h es e w a ys w er e 
j ustifi e d. I fi n d t h at Mr T h o ms o n a ut h oris e d t h e  v ari o us p a y m e nts  fr o m L C F t o Mr 
G ol di n g  ( w h er e t h e y w er e dir e ct) or t h e i nt er m e di at e r e ci pi e nt ( w h er e i n dir e ct) . I h a v e 
alr e a d y f o u n d t h at Mr G ol di n g  h a d i nfl u e n c e or c o ntr ol o v er L C F,  a n d I fi n d t h at Mr 
G ol di n g  a ut h oris e d or dir e ct e d t h e m a ki n g of t h es e p a y m e nts . 

7 4 3.  Mr G ol di n g  als o r e c ei v e d s u bst a nti al p a y m e nts fr o m S ur g e  of f u n ds ulti m at el y 
ori gi n ati n g fr o m L C F. Mr T h o ms o n w as a w ar e of t h es e p a y m e nts. T his is e x pl ai n e d  at 
p ar a gr a p hs [ 1 1 0 9 ] t o [1 1 2 0 ], a n d [ 1 3 2 3 ] t o [1 3 5 0 ] b el o w .  

7 4 4.  T ur ni n g t o Mr T h o ms o n,  as j ust e x pl ai n e d, h e r e c ei v e d p a y m e nts fr o m L C F a n d L C M t o 
m at c h t h os e p ai d t o Mr G ol di n g .  

7 4 5.  Mr T h o ms o n w as als o p ai d £ 1 0, 0 0 0 o n  4  S e pt e m b er 2 0 1 5 , £ 1 0, 0 0 0 o n 1 9 N o v e m b er  
2 0 1 5 , £ 9, 7 3 3. 1 9 o n 4  F e br u ar y 2 0 1 6 , £ 2 0, 0 0 0 o n 1 M ar c h  2 0 1 6 , £ 2 0, 0 0 0 o n 4  A pril 2 0 1 6 , 
£ 5 2, 7 0 0 o n 2 9  A pril 2 0 1 6 , £ 2 0, 0 0 0 o n 1 J u n e 2 0 1 6  a n d £ 2 0, 0 0 0 o n 1 J u l y 2 01 6 . Mr 
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T h o ms o n t ol d L C F’s a c c o u nt a nts, Oli v er Cli ve , t h at t h es e s u ms h a d b e e n p ai d t o a 
m ar k eti n g c o m p a n y c all e d M e di a G P S  Li mit e d ( “ M e di a G P S ”) , w hi c h h e s ai d h a d 
pr o vi d e d m ar k eti n g a n d P R s er vi c es. Mr T h o ms o n pr o vi d e d i n v oi c es i n t h e n a m e of 
M e di a G P S t o s u p p ort t his ass erti o n:  

“ As dis c uss e d pl e as e fi n d att a c h e d t h e i n v oi c es fr o m M e di a G P S 
t h at c o v er t h e m ar k eti n g a n d P R w or k f or o ur b o n ds. T h e w or k 
t hi s c o m p a n y h as d o n e t o d at e c o v er all o ur b o n ds a n d w e will 
b e usi n g t h e m f or t h e s a m e w or k o n o ur n e xt s eri es of b o n ds ” .  

7 4 6.  T his w as dis h o n est. I fi n d t h at M e di a G P S w as Mr T h o ms o n ’s o w n c o m p a n y  (t h o u g h h e 
s ai d i n his wit n ess st at e m e nt t h at it w as his f at h er’s) . U nf ort u n at el y f or Mr T h o ms o n,  Mr 
D a vi ds o n of Oli v er Cli v e & C o s p ott e d t hi s . H e r e pli e d, t a ctf ull y, “ S orr y c a n yt [si c] us e 
t h es e as y o u h a v e s u b mitt e d d or m at [si c] a c c o u nts f or m e di a g ps. M ust h a v e b e e n a 
mi st a k e ” . T h e p a y m e nts w er e i nst e a d cl assifi e d b y Oli v er Cli v e  as dr a wi n gs o n Mr 
T h o ms o n ’s dir e ct or’s l o a n a c c o u nt a n d r e p ai d b y hi m t o L C F usi n g m o n e y  fr o m L & T D 
( w hi c h i n t ur n h a d r e c ei v e d s u ms  ori gi n ati n g fr o m L C F). T h e e pis o d e sh o ws Mr 
T h o ms o n ’s pr o p e nsit y t o t a k e s u ms  fr o m L C F wit h o ut a n y pr o p er b asis, a n d t h e n li e 
a b o ut t h e p ur p os e of t h e p a y m e nts.  

7 4 7.  I n his or al e vi d e n c e, Mr T h o ms o n s ai d t h at t h es e p a y m e nts w er e m o nt hl y dr a wi n gs t h at 
w er e b o o k e d as a dir e ct or’s l o a n. Mr T h o ms o n s ai d t h at h e cr e at e d M e di a G P S wit h his 
f at h er a n d di d n ot d e n y t h at h e c o ntr oll e d M e di a G P S  (t h o u g h i n his wit n ess st at e m e nt 
h e s ai d it w as his f at h er’ s c o m p a n y) . M or e o v er,  it w as his o w n e vi d e n c e t h at it w as h e 
w h o r e v ers e d t h e p a y m e nts, w hi c h s h o ws t h at h e m ust h a v e c o ntr oll e d M e di a G P S.  

7 4 8.  Mr T h o ms o n w e nt o n t o s u g g est t h at t h es e p a y m e nts, w hi c h t ot all e d £ 1 6 2, 4 3 3. 1 9 , h a d 
b e e n p ai d f or his f at h er t o d o “ pr o of -r e a di n g a n d ot h er w or k f or t h e c o m p a n y ”. T his w a s 
i ncr e di bl e.  L C F’s m at eri als w er e pr of essi o n all y pr o d u c e d a n d w er e r e vi e w e d b y a 
n u m b er of p e o pl e. If h e w as i n v ol v e d at all, Mr T h o ms o n’s f at h er c o ul d n ot c o n c ei v a bl y 
h a v e d o n e t h at m u c h pr o of -r e a di n g. M or e o v er , Mr T h o ms o n c o ul d n ot e x pl ai n i n or al 
e vi d e n c e w h y h e h a d r e v ers e d t h e p a y m e nts if t h e y h a d g e n ui n el y b e e n m a d e f or s er vi c es 
r e n d er ed: h e j ust s ai d t h at h e r e v ers e d it “f or w h at e v er r e as o n ” . I c o n cl u d e t h at t hi s 
e vi d e n c e a b o ut t his e pis o d e w as dis h o n est.  

7 4 9.  W h e n as k e d a b o ut t hi s e pis o d e Mr T h o ms o n al s o s ai d , t elli n gl y, t h at L C F w as his 
c o m p a n y a n d t h at if h e w a nt e d t o t a k e o ut m o n e y,  h e c o ul d h a v e d o n e s o v er y e asil y  b y 
m a ki n g p a y m e nts t o M e di a G P S .  

7 5 0.  L C F m a d e f urt h er p a y m e nts t o M e di a G P S, w hi c h i n t ur n m a d e p a y m e nts t o Mr 
T h o ms o n : 

i. O n 2 5  N o v e m b er  2 0 1 6  L C F p ai d £ 1 0 0, 0 0 0 t o M e di a G P S . A f e w d a ys l at er, o n 2 9  
N o v e m b er  2 0 1 6  a n d 3 0  N o v e m b er  2 0 1 6 , M e di a G P S p ai d a t ot al of £ 1 0 0, 0 0 0 t o 
Mr T h o ms o n.  

ii. O n 1 1  D e c e m b er 2 0 1 7  L C F p ai d £ 1 7 5, 0 0 0 t o M e di a G P S, w hi c h p ai d £ 1 7 2, 0 0 0 t o 
Mr T h o ms o n o n t h e s a m e d a y .  

7 5 1.  Mr T h o ms o n s ai d i n his wit n ess st at e m e nt t h at s o m e of t h es e p a y m e nts c o nstit ut e d his 
C hrist m as b o n us fr o m L C F . ( H e als o s ai d, i n c o nsist e ntl y, t h at M e di a G P S w as his 
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f at h er’s c o m p a n y –  I h a v e alr e a d y r ej e ct e d t hi s e vi d e n c e ). H e s ai d i n his st at e m e nt t h at 
t h e l e v el of his C hrist m as b o n us w as d el e g at e d b y hi m n ot t o o n e of t h e ot h er m e m b ers 
of L C F’s b o ar d b ut t o M s M a d d o c k , w h o w as n ot a dir e ct or. H e s ai d t h at M s M a d d o c k 
a p p ar e ntl y d e ci d e d t h at Mr T h o ms o n s h o ul d b e p ai d £ 1 0 0, 0 0 0 i n 2 0 1 6 a n d £ 1 7 5, 0 0 0 i n 
2 0 1 7. H e s ai d t h at h e h a d b e e n h a p p y wit h his r e m u n er ati o n b ut t h at s h e h a d pr ess e d hi m 
t o t a k e a b o n us a n d h e t h e n s ai d t o h er “if y o u w a nt t o p a y m e a b o n us t h at is u p t o y o u ” 
a n d l eft it t o h er.  I c a n n ot a c c e pt t hi s e vi d e n c e. T h er e is n o cr e di bl e r e a s o n w h y Ms 
M a d d o c k  ( a n e m pl o y e e) w o ul d h a v e d el e g at e d p o w er t o d o t hi s, r at h er t h a n t h e b o ar d; or 
w h y Mr T h o ms o n w o ul d j ust h a v e a c c e pt e d w h at e v er s h e s ai d. H e w as t h e C E O a n d 
c o ul d d e ci d e.  

7 5 2.  M or e o v er, Mr T h o ms o n a d mitt e d i n e vi d e n c e t h at, r at h er t h a n b ei n g s h o w n as 
r e m u n er ati o n, t h es e b o n us es w er e r e c or d e d i n L C F’s a c c o u nts as a n e x p e ns e of L C F. 
T h at u n d er mi n es his e vi d e n c e t h at e v er y o n e k n e w t h at t h e p a y m e nts w er e a b o n us ; it is 
cl e ar t h at t h e c o m p a n y’s a c c o u nt a nts di d n ot.   

7 5 3.  W h at e v er t h e m e c h a nis m b y w hi c h t h es e p a y m e nts w er e d e ci d e d a n d m a d e, t h er e w as 
n o pr o p er j ustifi c ati o n f or t h e m, a n d t h e y w er e n ot a ut h oris e d b y L C F’s b o ar d. T h e y 
si m pl y r e pr es e nt e d a n  u n a ut h oris e d e xtr a cti o n of m o n e y  b y Mr T h o ms o n.  

7 5 4.  Mr T h o ms o n als o r e c ei v e d l ar g e s u ms (t hr o u g h M e di a G P S) fr o m S ur g e , p ai d wit h f u n ds 
ulti m at el y d eri vi n g fr o m L C F  (s e e [1 1 0 9 ] t o [1 1 1 3 ] b el o w).  

7 5 5.  N o n e of t h es e p a y m e nts w as  j ustifi e d. Mr T h o ms o n w as t a ki n g m o n e y fr o m L C F, at t h e 
e x p e ns e of L C F’s b o n d h ol d ers.  

7 5 6.  Mr G ol di n g  als o r e c ei v e d v er y s u bst a nti al p ers o n al l o a ns fr o m L C F, w hi c h w er e l at er 
w ai v e d w h e n t h e li a bilit y w as ass u m e d b y a c o m p a n y c o ntr oll e d b y Mr G ol di n g . 

7 5 7.  L C F b e g a n m a ki n g a d v a n c es t o Mr G ol di n g  o n 2 7  N o v e m b er  2 0 1 5 . T h e y w er e p ai d i nt o 
a b a n k a c c o u nt o p er at e d a n d c o ntr oll e d b y Mr G ol di n g  c all e d H o m e F ar m E q u estri a n 
C e ntr e. T his w as a tr a di n g n a m e of a b usi n ess c arri e d o n b y Mr G ol di n g  as a s ol e tr a d er.  

7 5 8.  B y 2 9  J a n u ar y 2 0 1 6  L C F h a d a d v a n c e d a t ot al of £ 2 0 0, 0 0 0 t o Mr G ol di n g . B y t h at d at e , 
t h er e w as n o si g n e d f a cilit y a gr e e m e nt. T h er e is n o e vi d e n c e of Mr T h o ms o n  c o n d u cti n g 
a n y d u e dili g e n c e o n t h e fi n a n ci al a bilit y of Mr G ol di n g  t o r e p a y t h e li a biliti es w hi c h h e 
w as ass u mi n g t o L C F, s u c h as b y r ef er e n c e t o Mr G ol di n g ’s fi n a n ci al aff air s. I fi n d t h at 
L C F c arri e d o ut n o s u c h d u e dili g e n c e.  

7 5 9.  O n  8  A pril 2 0 1 6  Mr L e e s e nt a dr aft l o a n a gr e e m e nt t o Mr T h o ms o n,  att a c h e d t o a n e m ail 
e ntitl e d, “ L o a n t o S p e n c er G ol di n g ” . B ut i t w as n ot si g n e d at t hi s ti m e. N or w as t h er e 
a n y s e c urit y at t hi s st a g e. L C F n o n et h el ess c o nti n u e d t o m a k e s u bst a nti al p a y m e nts t o 
Mr G ol di n g . It p ai d hi m £ 1 0 0, 0 0 0 o n 2 2  A pril 2 0 1 6  a n d a f urt h er £ 2 5 0, 0 0 0 o n 1 9  M a y 
2 0 1 6 . Mr L e e s e nt f urt h er dr afts of t h e f a cilit y a gr e e m e nt t o Mr T h o ms o n o n 2 6  M a y 
2 0 1 6  ( wit h a li mit of £ 2 milli o n). It w as still n ot si g n e d .  

7 6 0.  A f urt h er dr aft w as s e nt t o Mr T h o ms o n o n 2 1  J u n e 2 0 1 6  b ut w as n ot si g n e d.  

7 6 1.  B y t hi s p oi nt, Mr G ol di n g  o w e d £ 7 3 8, 2 2 5 t o L C F o n a gr oss e d -u p b asis.  
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7 6 2.  D es pit e t h e a bs e n c e of a f a cilit y a gr e e m e nt or s e c urit y, L C F c o nti n u e d t o m a k e p a y m e nts 
t o Mr G ol di n g , i n cl u di n g a n ot h er £ 1 0 0, 5 7 5 o n 2 9 J u n e 2 0 1 9 , bri n gi n g his t ot al d e bt 
( gr oss) t o £ 9 0 6, 8 1 2, a n d £ 2 5, 0 0 0 i n c as h o n 1 5 J ul y 2 0 1 6 .  

7 6 3.  L C F p ai d a f urt h er £ 2 0 1, 1 5 0 t o Mr G ol di n g  o n 1 S e pt e m b er 2 0 1 6 , bri n gi n g Mr G ol di n g ’s 
t ot al d e bt ( gr oss) t o £ 1. 8 8 milli o n. N ot hi n g h a d b e e n si g n e d a n d t h er e w as n o s e c urit y.  

7 6 4.  O n 2 2  S e pt e m b er 2 0 1 6  Mr T h o ms o n e m ail e d Mr L e e as ki n g, “ C a n y o u gi v e m e a n u p d at e 
o n t h e l o a n d o c f or S p e n c er ” . O n 3  O ct o b er  2 0 1 6  Mr L e e s e nt a f urt h er dr aft f a cilit y, wit h 
a li mit of £ 2 milli o n.  

7 6 5.  T h e a gr e e m e nt w as e v e nt u all y si g n e d b y Mr T h o ms o n a n d Mr G ol di n g  b ut w as f als el y 
b a c k d at e d t o 2 0  N o v e m b er  2 0 1 5  t o m a k e it s e e m as t h o u g h it h a d b e e n si g n e d b ef or e t h e 
first a d v a n c es t o Mr G ol di n g . T h e y e ar 2 0 1 5 a p p e ar e d i n t y p es cri pt o n t h e fr o nt p a g es.  I 
fi n d t h at Mr T h o ms o n a n d Mr G ol di n g  k n e w it w as b a c k d at e d d eli b er at el y t o gi v e t h e 
a p p e ar a n c e t h at t h er e w a s a f a cilit y i n pl a c e b ef or e t h e first a d v a n c es. 

7 6 6.  L C F c o nti n u e d t o m a k e a d v a n c es t o Mr G ol di n g , i n cl u di n g £ 1, 4 0 0, 7 7 9. 5 0 o n 2 1 J ul y 
2 0 1 7  a n d £ 3 9 7, 3 0 0 o n 1 1  A u g ust 2 0 1 7 .  

7 6 7.  St e ps w er e t h e n t a k e n t o n o v at e t h e d e bt p a y a bl e b y Mr G ol di n g . A c o m p a n y c all e d Ri v er 
L o d g e E q u estri a n C e ntr e U K Li mit e d ( “ Ri v er L o d g e U K ”) w as i n c or p or at e d o n 1 1  
J a n u ar y 2 0 1 7 . T h e s ol e dir e ct or of Ri v er L o d g e U K w as Mr R af a el Ari z a -S a n ct u ar y, w h o 
h el d 5 0 % of t h e s h ar es o n tr ust f or Mr G ol di n g . Mr S e d g wi c k  w as i nstr u m e nt al i n 
g e n er ati n g t hi s p a p er w or k (i n cl u di n g t h e tr ust d e e d).  

7 6 8.  Mr L e e t h e n pr e p ar e d a n e w f a cilit y a gr e e m e nt b et w e e n L C F a n d Ri v er L o d g e U K a n d 
e m ail e d Mr T h o ms o n a b o ut it fr o m 3 M a y 2 0 1 7  o n w ar ds . T h er e w er e v ari o us v ersi o ns 
wit h diff er e nt li mit s. I n o n e t h e c o m mit m e nt li mit w as £ 5  milli o n , of w hi c h £ 1. 8  milli o n  
w as tr e at e d as h a vi n g alr e a d y b e e n dr a w n d o w n. I n a l at er dr aft t h e f a cilit y li mit w as t o 
b e £ 1 0 milli o n. Mr G ol di n g ’s li a bilit y t o L C F ( b y t hi s ti m e, i n t h e t ot al s u m of 
£ 6, 2 2 8, 2 6 2. 6 4) w as e x pr es sl y  tr e at e d as h a vi n g b e e n dr a w n d o w n u n d er t hi s n e w f a cilit y 
a gr e e m e nt. I n his e m ail of 3 M a y 2 0 1 7, att a c hi n g t h e first dr aft, Mr L e e s ai d h e h a d b e e n 
c o y a b o ut t h e c osts of f u n dr aisi n g.  

7 6 9.  T h e Ri v er L o d g e U K f a cilit y a gr e e m e nt w as si g n e d o n or  a b o ut  9  O ct o b er  2 0 1 7 , wit h a 
f a cilit y li mit of £ 2 0 milli o n. Mr T h o ms o n si g n e d t hi s d o c u m e nt. T h e eff e ct of t hi s 
arr a n g e m e nt w as t h at Mr G ol di n g  w as r eli e v e d of li a bilit y i n r es p e ct of t h e s u ms 
pr e vi o usl y a d v a n c e d t o hi m, w hi c h w as n o w t o b e tr e at e d as l e nt t o Ri v er L o d g e U K 
i nst e a d. K ati e M a d d o c k e m ail e d Mr G ol di n g  (c c. Mr T h o ms o n)  o n 1 1  O ct o b er  2 0 1 7  t o 
s a y t h at “ all l o a ns … [ h a d] b e e n n o w r e p ai d i n f ull ” .  

7 7 0.  Mr G ol di n g  f or w ar d e d t his t o Mr B ar k er , w h o r e pli e d, “ Ni c e! ” H e u n d erst o o d t h at Mr 
G ol di n g w o ul d n ot h a v e t o r e p a y L C F.  

7 7 1.  O n 1 4  D e c e m b er 2 0 1 7  L C F p ai d £ 9 0 4, 0 5 0 t o Ri v er L o d g e U K, w hi c h  i n t ur n p ai d 
£ 4 7 0, 0 0 0 t o Mr G ol di n g  o n  9  J a n u ar y 2 0 1 8 .  

7 7 2.  L C F als o f u n d e d a l o a n b y L C M t o Mr G ol di n g . As alr e a d y e x pl ai n e d , Mr T h o ms o n w as 
t h e s ole  s h ar e h ol d er a n d dir e ct or of L C M. L C F h a d m a d e r e g ul ar p a y m e nts t o L C M, 
w hi c h a c c u m ul at e d i n it s b a n k a c c o u nt. O n 1 4 N o v e m b er  2 0 1 8  Mr T h o ms o n e m ail e d 
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L u k e T ofts of G C E N t o e x pl ai n t h at L C M w as g oi n g t o b e l e n di n g m o n e y t o Mr G ol di n g . 
H e s ai d t h at L C M w o ul d b e tr a nsf erri n g £ 4 5 2, 0 0 0 t o G C E N f or o n w ar d tr a n s mi ssi o n b y 
G C E N t o Mr G ol di n g . Mr T ofts  s ai d h e w o ul d “s p e a k t o c o m pli a n c e a n d tr y t o g et it 
si g n e d off A S A P ”. L C M p ai d £ 4 5 2, 0 0 0 t o G C E N o n 1 4  a n d 1 5  N o v e m b er  2 0 1 8 . Mr 
T h o ms o n t h e n e m ail e d Mr T ofts t o as k hi m t o s e n d t h e £ 4 5 2, 0 0 0 fr o m L C M’s a c c o u nt 
t o Mr G ol di n g . Mr T h o ms o n a n d Mr T ofts h a d a t el e p h o n e c o n v ers ati o n i n w hi c h Mr 
T ofts  as k e d Mr T h o ms o n f or a c o p y of t h e l o a n a gr e e m e nt b et w e e n L C M a n d Mr 
G ol di n g . Mr T h o ms o n pr o mi s e d t h at h e w o ul d pr o vi d e t his t o Mr T ofts  a n d G C E N t h e n 
p ai d £ 4 5 2, 0 0 0 t o Mr G ol di n g .  

7 7 3.  I n f a ct, t h er e w as n o a gr e e m e nt b et w e e n L C M a n d Mr G ol di n g , a n d t hi s w a s an ot h er  li e 
b y Mr T h o ms o n.   

7 7 4.  O n 3 D e c e m b er 2 0 1 8  Mr T ofts of G C E N e m ail e d Mr T h o ms o n t o a g ai n r e q u est t hi s 
a gr e e m e nt,  a d di n g, “I p ut m y n e c k o n t h e li n e f or y o u wit h c o m pli a n c e t o g et t h es e 
p a y m e nts m a d e a n d L C M o n -b o ar d e d i n a v er y s h ort ti m e fr a m e wit h n o s u p p orti n g d o cs, 
s o it l o o ks v er y b a d t h at I still d o n ’t h a v e t h e d o cs as t h e y w er e pr o mis e d 2 w e e ks a g o ”. 

7 7 5.  O n 3 D e c e m b er 2 0 1 8  Mr T h o ms o n dr aft e d a l o a n a gr e e m e nt b et w e e n L C M a n d Mr 
G ol di n g , d at e d 1 N o v e m b er  2 0 1 8  i n t y p es cri pt. H e s e nt t hi s ( as a W or d d o c u m e nt) t o his 
assi st a nt, Al e x M a n n eri n g, pr es u m a bl y f or pri nti n g . T h e W or d m et a d at a s h o ws it w as 
cr e at e d o n 3 D e c e m b er 2 0 1 8. Mr T h o ms o n si g n e d it. Al e x M a n n eri n g s e nt it t o Mr T ofts. 
I fi n d t h at t h e d o c u m e nt w as d eli b er at el y b a c k d at e d t o mi sl e a d Mr T ofts.  

7 7 6.  Mr T ofts s a w t h at it w as n ot si g n e d b y Mr G ol di n g , a n d h e c o nt a ct e d Al e x M a n n eri n g, 
w h o e m ail e d Mr T h o ms o n t o s a y, “ L u k e n e e ds t h e c o u nt ersi g n e d v ersi o n of t h e f a cilit y 
a gr e e m e nt ”. Al e x M a n n eri n g r e mi n d e d Mr T h o ms o n a b o ut t his o n 5 D e c e m b er 2 0 1 8  
( “ D o c u m e nt n e e ds c o u nt ersi g ni n g f or L u k e T ofts ”). A f urt h er v ersi o n, p ur p ort e dl y 
si g n e d b y Mr G ol di n g , w as pr e p ar e d o n 6 D e c e m b er 2 0 1 8  a n d s e nt t o Mr T ofts. It w as 
a g ai n f als el y b a c k d at e d. T h er e is n o e vi d e n c e t h at t hi s d o c u m e nt w as s e nt t o Mr G ol di n g  
f or si g n at ur e or si g n e d b y Mr G ol di n g . T h e si g n at ur e p ur p orti n g t o b e t h at of Mr G ol di n g  
d o es n ot r es e m bl e a n y ot h er k n o w n e x a m pl e . I fi n d t h at his si g n at ur e w as pr o b a bl y 
i ns ert e d b y or o n t h e i nstr u cti o ns of Mr T h o ms o n.  

7 7 7.  L C F p ai d a f urt h er £ 7 5 0, 0 6 7. 5 0 t o Mr G ol di n g  o n 4 D e c e m b er 2 0 1 8 . N o e x pl a n ati o n f or 
t hi s p a y m e nt h as b e e n i d e ntifi e d. 

7 7 8.  Mr G ol di n g  als o r e c ei v e d t h e b e n efit of s u ms  d eri vi n g fr o m L C F i n c o n n e cti o n wit h 
h eli c o pt ers .  

7 7 9.  Mr G ol di n g  p ur c h as e d a E ur o c o pt er N S 3 5 5 N wit h r e gistr ati o n N 7 6 6 A M ( “ N 7 6 6 A M ”) 
f or £ 5 2 0, 0 0 0, usi n g £ 5 0 0, 0 0 0 fr o m L C F t o f u n d t hi s p ur c h as e. Mr G ol di n g  l at er s ol d 
N 7 6 6 A M t o Mr T h o ms o n ’s c o m p a n y, L o n d o n Fi n a n ci al Gr o u p Li mit e d, f or £ 6 5 0, 0 0 0, 
w hi c h w as p ai d t o Mr G ol di n g  b y L C F wit h t h e r ef er e n c e “ N 6 6 7 A M [si c] ” . Mr T h o ms o n 
w as t h e s ol e dir e ct or of L o n d o n Fi n a n ci al Gr o u p Li mit e d at t h at d at e.  

7 8 0.  Mr G ol di n g  als o b o u g ht a E C 1 3 5 E ur o c o pt er wit h r e gistr ati o n G -M S P T ( “ G -M S P T ”) f or 
£ 1 . 6 5 milli o n pl us V A T, wit h a d e p osit of £ 8 0 0, 0 0 0 a n d t h e b al a n c e i n 3 i nst al m e nts. 
T his w as f u n d e d b y L C F : 
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i. O n  3  M ar c h 2 0 1 7  Mr S e d g wi c k  e m ail e d Mr T h o ms o n a n d Mr G ol di n g  t o s a y t h at 
t h e v e n d or of G-M S P T w as “ h a p p y t o a c c e pt p a y m e nt fr o m L o n d o n C a pit al & 
Fi n a n c e P L C wit h o ut a n y f urt h er d u e dili g e n c e o n t h e i d e ntit y of t h e b u y er ” .  

ii. O n t h e s a m e d a y Mr T h o ms o n tr a nsf err e d £ 8 0 0, 0 0 0 fr o m L C F’s a c c o u nt t o t h e 
v e n d or’s s oli cit ors a n d t ol d Mr S e d g wi c k  t h at h e h a d d o n e s o. Mr T h o ms o n 
tr a nsf err e d t h e first i nst al m e nt of £ 3 9 3, 3 3 3. 3 3 fr o m L C F’s a c c o u nt t o t h e v e n d or’s 
s oli cit ors o n 1 6  M ar c h 2 0 1 7 . T h e s e c o n d a n d t hir d i nst al m e nts w er e p ai d i n M a y 
2 0 1 7 a n d J u n e 2 0 1 7, a g ai n f u n d e d b y L C F.  

iii. I fi n d t h at th er e w as n o j u stifi c ati o n f or L C F p a yi n g f or a d e pr e ci ati n g ass et f or Mr 
G ol di n g . 

7 8 1.  T ur ni n g t o Mr S e d g wi c k , h e t o o r e c ei v e d p a y m e nts w hi c h w er e ulti m at el y f u n d e d b y 
L C F  a n d p ai d t hr o u g h v ari o us c o m p a ni es i n cl u di n g L O G, L o n d o n Gr o u p L L P, S a n ds 
E q uit y  a n d L V M a n a g e m e nt  (Mr H u m e -K e n d all ’s c o m p a n y). T h e  p arti es h a v e a gr e e d 
t h at t h er e w er e p a y m e nts  of t his ki n d  a m o u nti n g t o  £ 5 5 9, 7 8 1. 3 3.   

7 8 2.  D uri n g t h e tri al, t h e c o urt m a d e v ari o us t hir d-p art y dis cl os ur e or d ers a g ai n st b a n ks. T h e 
Cl ai m a nts cl ai m t o h a v e i d e ntifi e d f urt h er p a y m e nts t o Mr S e d g wi c k , bri ng i n g t h e t ot al 
t o at l e ast £ 7 7 9, 6 3 4. 1 1.  Mr S e d g wi c k  h as n ot c o m m e nt e d o n t h e a d diti o n al p a y m e nts.  

7 8 3.  S o m e of t h es e p a y m e nts w er e m a d e a g ai nst i n v oi c es fr o m Mr S e d g wi c k ’s c o m p a n y, 
S e d g wi c k C o m p a n y M a n a g e m e nt Li mit e d. Mr S e d g wi c k  c o nt e n ds t h at t h es e p a y m e nts 
w er e m a d e i n r et ur n f or s er vi c es r e n d er e d. It a p p e ars t o b e t h e c as e t h at Mr S e d g wi c k  
w as h e a vil y e n g a g e d i n pr o vi di n g l e g al s er vi c e s i n c o n n e cti o n wit h t h e m a n y a n d 
tr a ns a cti o ns d es cri b e d a b o v e a n d it is cl e ar t h at Mr S e d g wi c k  u n d ert o o k a gr e at d e al of 
w or k. T h e l e g al c o ns e q u e n c es of t his fi n di n g ar e a d dr ess e d b el o w.  

7 8 4.  Alt h o u g h t h e cl ai ms a g ai nst  t h e H u m e-K e n d all s a n d Mr B ar k er  h a v e b e e n c o m pr o mis e d, 
t h er e r e m ai n s o m e cl ai m s w hi c h ar e p ot e nti all y d e p e n d e nt o n cl ai ms t h at t h e y br e a c h e d 
t h eir d uti es t o L O G. It is t h er ef or e n e c ess ar y t o m a k e s o m e fi n di n gs a b o ut ot h er p a y m e nts 
m a d e t o t h e m or t h eir c o m p a ni es.  

7 8 5.  S o m e of t h e p a y m e nts  m a d e b y  L C F t o Mr H u m e -K e n d all  h a v e b e e n c o v er e d alr e a d y 
a b o v e. I n a d diti o n,  L O G m a d e fr e q u e nt p a y m e nts (f u n d e d b y L C F) t o Mr H u m e -
K e n d all ’s c o m p a n y L V M a n a g e m e nt, us u all y i n t h e s u m of £ 2 0, 0 0 0 p er m o nt h. 
Si mil arl y, L o n d o n Gr o u p L L P m a d e p a y m e nts d eri vi n g fr o m L C F t o L V M a n a g e m e nt, 
oft e n i n t h e s u m of £ 2 4, 0 0 0 p er m o nt h . Mrs H u m e -K e n d all  als o r e c ei v e d s u ms  dir e ctl y 
fr o m L C F. O n 1 2 M a y 2 0 1 7 , Mr B ar k er  as k e d Mr T h o ms o n t o p a y £ 1 9 0, 0 0 0 t o Mrs 
H u m e -K e n d all . Mr T h o ms o n r e pli e d, “ O K ”. T h e s a m e d a y , L C F p ai d £ 1 8 6, 2 0 0 t o Mrs 
H u m e -K e n d all . T h er e is n o d o c u m e nt ar y e vi d e n c e t o e x pl ai n or j ustif y t hi s p a y m e nt t o 
Mrs H u m e -K e n d all .  

7 8 6.  Mrs H u m e -K e n d all  als o r e c ei v e d s u ms  d eri vi n g fr o m L C F i n dir e ctl y, vi a L O G. O n 1 2  
J u n e 2 0 1 7  L C F p ai d £ 6 0 1, 7 5 0 t o L O G, w hi c h p ai d £ 2 0 0, 0 0 0 t o Mrs H u m e -K e n d all  t w o 
d a ys l at er . T h e r ef er e n c e w as “ L O G S h ar e P a y m e nt ”. A g ai n,  t h er e is n o d o c u m e nt ar y 
e vi d e n c e t o e x pl ai n or j u stif y t his.  

7 8 7.  T h e b a n k st at e m e nts c o nt ai n n u m er o us p a y m e nts t o Mr B ar k er ’s c o m p a n y W e al d e n 
C o ns ult a nts. D uri n g t h e p eri o d w h e n L C F w as l e n di n g s u ms  t o L & T D, L & T D w as 
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m a ki n g p a y m e nts t o W e al d e n C o ns ult a nts. F or e x a m pl e, o n 1 A pr il 2 01 6 , L C F p ai d 
£ 5 3, 1 4 4. 1 8 t o L & T D, w hi c h p ai d £ 1 2, 0 0 0 t o W e al d e n C o ns ult a nts.  

7 8 8.  L C F als o m a d e p a y m e nts t o W e al d e n C o ns ult a nts dir e ctl y, as alr e a d y e x pl ai n e d , 
i n cl u di n g £ 3 2, 7 0 0 o n 2 8 A pril 2 0 1 6  f or “ c o ns ult a n c y w or k ” ( a p p ar e ntl y i n c o n n e cti o n 
wit h a n i n v oi c e fr o m Mr G ol di n g  f or “ pr of essi o n al s er vi c es ”). L C F p ai d £ 1 0, 0 0 0 t o 
W e al d e n C o ns ult a nts o n 2 5  J ul y 2 0 1 6  ( w h e n it m a d e m at c hi n g p a y m e nts t o Mr T h o ms o n 
a n d Mr G ol di n g ).  

7 8 9.  O n 1 2  M a y 2 0 1 7  Mr B ar k er  t ol d Mr T h o ms o n t o p a y £ 1 0 0, 0 0 0 t o W e al d e n C o ns ult a nts. 
Mr T h o ms o n c o m pli e d: L C F p ai d £ 9 8, 0 0 0 t o W e al d e n C o ns ult a nts o n t h e s a m e d a y.  

7 9 0.  As e x pl ai n e d a b o v e, s u ms d eri vi n g  fr o m L C F wer e  als o p ai d t o W e al d e n C o ns ult a nts vi a 
L C M, L O G a n d L o n d o n Gr o u p L L P.  

T h e n u m b er a n d i d e ntit y of t h e b orr o w ers f r o m L C F 

7 9 1.  I h a v e d es cri b e d t h e v ari o us S P As w hi c h ar e i m p u g n e d b y t h e Cl ai m a nts a n d m a d e 
fi n di n gs i n r es p e ct of t h e m. It is n o w p ossi bl e t o s u m m aris e t h e pri n ci p al l e n di n g 
tr a ns a cti o ns u n d ert a k e n b y L C F.  

7 9 2.  T h e first f a cilit y w as t h at b et w e e n L C F a n d L & T D.  

7 9 3.  T h e n e xt w as b et w e e n L C F a n d Mr G ol di n g , tr a di n g as H o m e F ar m E q u estri a n C e ntr e. 

7 9 4.  T h e n e xt w as b et w e e n L C F a n d L O G.  

7 9 5.  T h e n t h er e w as t h e r e all o c ati o n of t h e L & T D i n d e bt e d n ess t o t h e fi v e su p p ort c o m p a ni es 
( Atl a nti c S u p p ort, C V S u p p ort, W at ersi d e S u p p ort, C ost a S u p p ort a n d  C oli n a S u p p ort) 
o n 2 9 A pril  2 0 1 7.  

7 9 6.  I n M a y 2 0 1 7 L C F e nt er e d n e w f a ciliti es wit h G R P’s s u bsi di ari es ( C V R es orts, W at ersi d e 
Vill a g es Pl c, C ost a Pr o p ert y H ol di n gs, a n d C oli n a Pr o p ert y H ol di n gs).  

7 9 7.  N e xt L C F r e pl a c e d t h e d e bt of Mr G ol di n g  b y e nt eri n g i nt o t h e f a cilit y wit h Ri v er L o d g e  
U K . 

7 9 8.  Fi n all y,  L C F l e nt t o L o n d o n Fi n a n ci al Gr o u p Li mit e d, a c o m p a n y of w hi c h Mr T h o ms o n 
w as a dir e ct or a n d t h e ulti m at e b e n efi ci al o w n er.  

7 9 9.  As at t h e d at e of t h e a d mi nistr ati o n t h e t ot al a m o u nt l e nt t o t h es e b orr o w er s w as £ 2 3 6. 4  
milli o n  (t his i n cl u d e d t h e gr ossi n g u p t o r efl e ct t h e b orr o w er’s o bli g ati o ns t o p a y S ur g e’s 
f e es). 

8 0 0.  H e n c e, t h er e w as a v er y s m all  n u m b er of b orr o w ers. At t h e ti m es w h e n t h e l o a ns w er e 
m a d e b y L C F t h e y w er e all cl os el y ass o ci at e d wit h Mr G ol di n g  a n d Mr H u m e -K e n d all . 
Mr T h o ms o n h a d a  b e n efi ci al i nt er est i n all of t h e c o m p a ni es  ot h er t h a n Ri v er L o d g e . I 
h a v e als o f o u n d t h at Mr G ol di n g , w h o h a d a n i nt er est i n all of t h e c o m p a ni es ot h er t h a n 
L o n d o n Fi n a n ci al Gr o u p Li mit e d, w as t h e ulti m at e c o ntr oll er of L C F. Mr T h o ms o n a n d 
Mr G ol di n g  w er e cl os e b usi n ess ass o ci at es of Mr H u m e -K e n d all  a n d Mr B ar k er : i n d e e d, 
t h e f o ur of t h e m w er e t h e b e n efi ci al o w n ers of t h e b orr o w ers a n d b e n efit e d fr o m t h e 
v ari o us p a y m e nts m a d e b y t h e b orr o w ers.  
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8 0 1.  Aft er s o m e e v asi o n , Mr T h o ms o n ulti m at el y a c c e pt e d i n his or al e vi d e n c e t h at all of 
L C F ’s l e n di n g w as t o t hi s s m all , cl os el y c o n n e ct e d , gr o u p of c o m p a ni es.  

S u m m ar y of t h e d esti n ati o n of t h e m o n e y r ais e d b y L C F  

8 0 2.  As alr e a d y e x pl ai n e d, L C F r ais e d s o m e £ 2 3 7  m illi o n fr o m b o n d h ol d ers . Of t hi s , s o m e 
£ 6 0. 8  milli o n  w as p ai d t o S ur g e as c o m missi o n  a n d a  f urt h er £ 7 6. 4  m illi o n w as p ai d t o 
Mr T h o ms o n,  Mr G ol di n g , t h e H u m e-K e n d all s a n d Mr B ar k er .  

8 0 3.  It f oll o ws t h at at l e ast a b o ut 5 7 % of t h e m o n e y r ais e d fr o m b o n d h ol d ers  c o ul d n ot h a v e 
b e e n i n v est e d i n a n y i n c o m e-g e n er ati n g a cti viti es of b orr o wi n g c o m p a ni es . I fi n d t h at Mr 
T h o ms o n,  Mr G ol di n g  a n d Mr S e d g wi c k  k n e w t hi s.  

F urt h er i n v ol v e m e nt of S ur g e  wit h L C F  

8 0 4.  S ur g e’s e arl y d e ali n gs wit h L C F  ar e d es cri b e d a b o v e . T o r e c a p, b ef or e S ur g e b e c a m e 
i n v ol v e d, Mr R uss ell -M ur p h y  w as w or ki n g as a s al es m a n f or S A F E, e ar ni n g a 
c o m missi o n of 2 5 % of t h e a m o u nt of e a c h i n v est m e nt.  

8 0 5.  Mr C ar el ess  i niti all y as k e d f or a f e e c o m prisi n g £ 5 0 0, 0 0 0 u pfr o nt, £ 5 0 0, 0 0 0 o n t h e 
d eli v er y of t h e first £ 5 milli o n of c as h , a n d 5 % of all f u n ds d eli v er e d. H o w e v er, Mr 
H u m e -K e n d all  a n d Mr G ol di n g  w er e n ot k e e n o n t h e i d e a of a n u pfr o nt p a y m e nt .  

8 0 6.  Ulti m at el y, Mr R uss ell -M ur p h y  a gr e e d t o w or k as S ur g e ’s s al es dir e ct or, wit h S ur g e  
s elli n g t h e S A F E i n v est m e nt pr o d u ct i n r et ur n f or 2 5 % c o m missi o ns, o n  t h e c o n diti o n 
t h at Mr R uss ell -M ur p h y  w o ul d r e c ei v e t h e s a m e a m o u nt of pr ofit s fr o m S ur g e  as Mr 
C ar el ess . S ur g e eff e cti v el y i n h erit e d fr o m Mr R uss ell -M ur p h y  t h e arr a n g e m e nt f or L C F 
t o p a y c o m missi o ns of 2 5 % o n b o n d s al es.  

8 0 7.  Mr C ar el ess  w as t h e m aj orit y o w n er of S ur g e  fr o m it s i n c or p or ati o n; alt h o u g h f or a 
p eri o d his s h ar e w as h el d f or hi m b y Ms  V e n n. H e w as a dir e ct or of S ur g e  fr o m 7  J ul y 
2 0 1 5 , b ut r a n S ur g e  as it s C E O fr o m t h e o uts et. Ms V e n n  e x pl ai n e d t h at as C E O h e w as 
i n c o ntr ol of t h e b usi n ess. Ms V e n n w as t h e C O O a n d w as at ti m es m or e i n v ol v e d i n 
a d mi nistr ati v e or l e g al iss u es t h a n Mr C ar el ess. H o w e v er,  s h e r e p ort e d t o hi m o n 
si g nifi c a nt iss u es. Mr C ar el ess  a n d Ms V e n n h a d a cl os e b usi n ess r el ati o ns hi p a n d 
dis c uss e d t h e b usi n ess  c o nti n u o usl y .  

8 0 8.  Mr C ar el ess  h a d st a rt e d t o s ell l e a ds t o Bl a c k m or e i n 2 0 1 5. H e w as s e e ki n g w a ys of 
m a ki n g m or e m o n e y. H e s ai d i n e vi d e n c e t h at h e w as “ s cr a pi n g f or f u n ds ”  a n d h a d d e bts 
w hi c h h e n e e d e d t o s ettl e . Mr C ar el ess  w as e xtr e m el y a m biti o us  f or S ur g e  a n d b eli e v e d 
it c o ul d b e e x p a n d e d. H e w as a n e ntr e pr e n e ur, w h o h a d pr e vi o usl y s u c c e e d e d  i n b usi n ess.  

Mr C ar el ess ’s g e n er al vi e w s a b o ut t h e mi ni-b o n d m ar k et pl a c e   

8 0 9.  T h e S ur g e D ef e n d a nts k n e w littl e a b o ut L C F at t h e b e gi n ni n g of t h eir r el ati o ns hi p. Ms 
V e n n h a d u n d ert a k e n s o m e r u di m e nt ar y G o o gl e s e ar c h es  (s e e [2 4 6 ] a b o v e).  

8 1 0.  Mr C ar el ess  e x pl ai n e d i n his or al e vi d e n c e t h at t her e w as a l ot of c y ni ci s m a b o ut t h e 
u nr e g ul at e d mi ni -b o n d i n d ustr y . H e als o e x pl ai n e d t h at h e a n d his c oll e a g u es w er e 
c y ni c al a b o ut L C F b e c a u s e t h e y t h o u g ht t h at p e o pl e w h o ar e tr yi n g t o b uil d b usi n ess es 
s a y t hi n gs w hi c h t ur n o ut t o b e u ntr u e or i ns u bst a nti al .  
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J ul y 2 0 1 5 e m ails  

8 1 1.  I n a n e m ail d at e d 9  J ul y 2 0 1 5 , Mr C ar el ess  t ol d Mr P at M c Cr e es h of Bl a c k m or e t h at Mr 
C ar el ess  a n d Mr R uss ell -M ur p h y  w er e j oi ni n g f or c es. Mr C ar el ess  e x pl ai n e d t h at h e h a d 
h a d “t o c ut a v er y str o n g d e al ” t o s e c ur e Mr R uss ell -M ur p h y , w h os e “s al es s kills ar e 
s e c o n d t o n o n e ”. Mr C ar el ess  als o s ai d t h at Mr R uss ell -M ur p h y  h a d b e e n e ar ni n g 2 0 % 
c o m missi o ns w h e n m ar k eti n g t h e S A F E b o n d a n d t h at t h e pr o d u ct w as b ei n g r e br a n d e d. 
H e s ai d t h at h e w as c o mf ort a bl e t h at t h e L C F pr o d u ct w as n ot a “ri ns e ” e v e n t h o u g h h e 
a nti ci p at e d t h at Mr M c Cr e es h w o ul d b e s cr e a mi n g “ri ns e ” . Mr C ar el e ss  ass ur e d Mr 
M c Cr e es h t h at his i n v ol v e m e nt i n s elli n g L C F b o n ds w o ul d n ot aff e ct his w or k s elli n g 
Bl a c k m or e b o n ds. I n e vi d e n c e Mr C ar el ess a c c e pt e d t h at “ri ns e ” m e a nt fr a u d.  

8 1 2.  Mr C ar el ess  s ai d t h at h e di d n ot t hi n k t h at L C F w as a fr a u d at t h e ti m e h e dr aft e d  t hi s 
e m ail. I a c c e pt t h at e vi d e n c e, b ut I als o fi n d t h at h e h a d alr e a d y a str o n g s us pi ci o n t h at 
L C F mi g ht b e a ri ns e , b as e d o n t h e c o m missi o n r at e ( e v e n of 2 0 % - s o o n aft er w ar ds h e 
r e ali s e d it w as 2 5 %). H e s ai d i n t h e e m ail t h at it w as “ s cr e a mi n g ”  ri ns e, a n d t hi s w as his 
o w n r e a cti o n, n ot s o m et hi n g s u g g est e d t o hi m  b y ot h ers . T his r e a cti o n is c o nsist e nt wit h 
his e vi d e n c e (j ust s u m m aris e d) a b o ut his g e n er al s e ns e of c y ni cis m o r s c e pti cis m a b o ut 
t h e u nr e g ul at e d b o n d m ar k et pl a c e. Mr C ar el ess al s o s ai d t h at aft er t hi s e m ail h e b e c a m e 
c o mf ort a bl e. B ut h e c o n d u ct e d  n o d u e dili g e n c e at t h at ti m e.  

8 1 3.  H e dis c uss e d t h e c o m missi o n wit h his l o n g -st a n di n g a c c o u nt a nt, Mr P artri d g e. O n 2 3  
J ul y 2 0 1 5  Mr C ar el ess  e m ail e d Mr P artri d g e  t o s a y, “ S ur g e Fi n a n ci al Li mit e d … s ell a 2 
y e ar b o n d ( 8 % p a) c all e d L o n d o n C a pit al & Fi n a n c e ( L C F) … I e ar n 2 5 % c o m missi o ns 
of m o n e y i nt o t h at f u n d. I k n o w, t h at’s h u g e ri g ht ? ”.  

8 1 4.  Mr P artri d g e r e pli e d o n 2 4  J ul y 2 0 1 5 , s a yi n g,  

“ As y o u s a y t hi s c o m missi o n is i ns a n e. O n a fl at r at e t h e f u n d 
w o ul d h a v e t o gr o w b y 5 5 % i n t w o y e ars t o p a y y o ur c o m missi o n 
a n d t h e i nt er est.  

W h o ar e L C F, is t his t h e ai m st o c k ?  

Y o u ‘ p a y’ m e t o b e c y ni c al b ut I c a n’t s e e h o w t h e s e fi g ur es ar e 
s ust ai n a bl e. ”  

8 1 5.  Mr C ar el ess ’s c oll e a g u e, Mr J o n es, a gr e e d. H e e x pr ess e d t h e vi e w t h at t h e fi g ur es w er e 
“i n cr e di bl e ” b ut n ot e d t h at L C F “[ h a d] b e e n p a yi n g t h e m f or a n u m b er of y e ars a c c or di n g 
t o J R M ”. H e als o s ai d t h at L C F w er e l e n di n g at r at es of ar o u n d 8 % p er m o nt h a n d w er e 
i n eff e ct a W o n g a f or S M Es. 

8 1 6.  Mr P artri d g e’s e m ail  r ais e d a v er y t elli n g i n q uir y. A n y b orr o w er w o ul d h a v e t o b e p a yi n g 
v er y hi g h r at es of i nt er est t o m e et t h e 2 5 % c o m mi ssi o n pl us i nt er est. A s  h e s ai d t h at 
w o ul d r e q uir e r et ur ns of c. 5 5 % o v er 2 y e ars , a n d t h at h e c o ul d n ot s e e h o w t h es e fi g ur es 
w er e s ust ai n a bl e . 

8 1 7.  Mr C ar el ess  w as a n xi o us t o st art s elli n g f or L C F b e c a us e t h e e xtr e m el y hi g h 
c o m missi o ns w o ul d r es ult i n h u g e pr ofit s  f or hi m. H e e m ail e d Mr P artri d g e o n 1 1 
S e pt e m b er 2 0 1 5  t o s a y t h at h e e x p e ct e d t h at S ur g e  w o ul d e ar n “ £ 2 0 0 k i n c o m m s 
mi ni m u m i n S e pt e m b er a n d wit h £ 5 0 -6 0 k i n o ut g oi n gs ” gi vi n g ris e t o a pr ofit of 
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£ 1 4 0, 0 0 0 t o £ 1 5 0, 0 0 0 i n a si n gl e m o nt h . Mr C ar el ess  w as d eli g ht e d . H e w as k e e n t o 
s ust ai n t h e l ar g e pr ofit s a n d s o s et c h all e n gi n g t ar g ets f or his t e a m a n d h a d “s al es s pri nts ”.  

8 1 8.  Mr C ar el ess  k n e w t h at t h e 2 5 % c o m missi o n w as  b ei n g p ai d dir e ctl y fr o m t h e a m o u nt s 
r ais e d fr o m b o n d h ol d ers. T h er e w as n o ot h er s o ur c e fr o m w hi c h L C F c o ul d p a y t h e m.  

8 1 9.  H e u n d erst o o d, fr o m Mr P artri d g e’s e m ail of 2 4 J ul y 2 0 1 5 , t h at L C F w o ul d h a v e t o m a k e 
e x c e pti o n all y l ar g e  r et ur n s ( Mr P artri d g e esti m at e d  5 5 % o v er t w o y e ars ) t o m e et t h e 2 5 % 
c ost.  Mr C ar el ess  k n e w t h at L C F’s b usi n ess m o d el w as l e n di n g t o S M Es. S o ( usi n g Mr 
P artri d g e’s fi g ur es ) it w o ul d h a v e t o r e c o v er pri n ci p al pl us 5 5 % i nt er est o v er 2 y e ars. I 
fi n d t h at h e r e g ar d e d t h e c o m missi o n as e x c e pti o n all y hi g h a n d r e ali s e d t h at it w as b ei n g 
off er e d b e c a us e L C F w as a n xi o us t o m a xi mis e s al es as r a pi dl y as p ossi bl e .  

8 2 0.  T h e S ur g e D ef e n d a nts ’ c as e w as t h at t h e 2 5 % c o m missi o n w as a “ m ar k et r at e ”  or 
“i n d ustr y st a n d ar d ” .  

8 2 1.  T h e y o bt ai n e d a dir e cti o n f or t h e s er vi c e of e x p ert e vi d e n c e a b o ut t h e m ar k et r at e f or t h e 
ki n ds of s er vi c es pr o vi d e d b y S ur g e. I n t h e e v e nt, t h e e x p erts, Mr Gr ai n g er a n d Dr 
O k o n g w u , a gr e e d  t h at at t h e o uts et of S ur g e ’s r el ati o ns t h er e w as “ n o g e n er all y a c c e pt e d 
m ar k et r at e f or t h e s et of s er vi c es w hi c h ar e s ai d t o h a v e b e e n pr o vi d e d b y S ur g e ” . I 
a c c e pt t his e vi d e n c e.   

8 2 2.  I als o fi n d t h at t h e r ef er e n c e t o a m ar k et r at e b y S ur g e w as t h e pr o d u ct of a n e x er cis e i n 
j ustifi c ati o n t h at w as d e v el o p e d b y S ur g e aft er t h e c oll a ps e of L C F.  

8 2 3.  Aft er t h e c oll a ps e of L C F, Ms V e n n a n d Mr C ar el ess  s o u g ht t o fi n d e x a m pl es of ot h er 
b usi n ess es p a yi n g l ar g e m ar k eti n g f e es. S o m e of t h e e x a m pl es Ms V e n n  f o u n d, s u c h as 
F u n di n g Cir cl e, w er e n ot a n al o g o us , b e c a us e t h e m ar k eti n g c osts w er e a p er c e nt a g e of 
t h os e c o m p a ni es’ r e v e n u es, n ot t h e gr oss s u ms  r ai s e d fr o m i n v est ors. Ms  V e n n a d mitt e d 
t h at s h e h a d si m pl y mi s u n d erst o o d t h e i nf or m ati o n.  

8 2 4.  Mr C ar el ess  s o u g ht t o r el y o n a 2 0 % c o m missi o n p ai d t o S ur g e  b y Bl a c k m or e as 
j ustifi c ati o n f or t h e l e v el of c o m missi o n p ai d b y L C F. B ot h Mr C ar el ess a n d Ms V e n n 
s ai d i n t h eir wit n ess st at e m e nts t h at Bl a c k m or e w as p a yi n g 2 0 % b ef or e S ur g e st art e d t o 
s ell b o n ds f or L C F. T h at w as i n c orr e ct. T h e i niti al r at e a gr e e d b y Bl a c k m or e w h e n S ur g e 
first st art e d s elli n g b o n ds f or Bl a c k m or e i n J u n e 2 0 1 5 w as o nl y 7. 5 %. It w as o nl y 
i n cr e as e d t o 2 0 % aft er L C F c a m e o n t h e s c e n e. S ur g e i n d e e d us e d it s arr a n g e m e nt wit h 
L C F as t h e b asis f or i n cr e asi n g t h e Bl a c k m or e r at e t o 2 0 %.  

8 2 5.  M or e o v er , t h e Bl a c k m or e b o n d w as a 5-y e ar pr o d u ct s o , o n a n a n n u ali s e d b asis, t h e 
c o m missi o n p a y a bl e w as 4 % p er y e ar. T his is  m u c h l o w er t h a n t h e a n n u ali s e d r at e of t h e 
L C F c o m missi o n f or t h e s a m e s er vi c es. T h e Cl ai m a nts pr o d u c e d a t a bl e  w hi c h 
a n n u ali s e d t h e 2 5 % p ai d b y L C F t o S ur g e o v er t h e lif es p a ns of t h e v ari o us b o n ds, b ut o n 
a w ei g ht e d a v er a g e b asis. T his w as e x pl or e d wit h Mr Gr ai n g er. T h e w ei g ht e d a v er a g e 
f or L C F w as 1 0. 9 %. T his w as m or e t h a n 2. 5 ti m es Bl a c k m or e’s c o m missi o n a n n u ali s e d .  

8 2 6.  Mr C ar el ess  g a v e e vi d e n c e t h at t h er e w er e ot h er e ntiti es s e e ki n g f u n di n g f or pr o d u ct s 
li k e a liti g ati o n b o n d w hi c h w er e pr e p ar e d t o p a y hi g h m ar k eti n g c o m missi o ns. I fi n d 
t h at t h at t h er e ar e o b vi o us diff er e n c es. Liti g ati o n f u n di n g is a diff er e nt i n d ustr y wit h a 
disti n ct b usi n ess m o d el a n d a diff er e nt ris k pr ofil e. F u n d ers r e ali s e t h at t h er e will b e a 
n u m b er of l oss es b ut h o p e t o m a k e a pr ofit fr o m t h e wi ns. Liti g ati o n f u n di n g  c a n n ot b e 
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c o m p ar e d t o t h e b usi n es s m o d el or ris k pr ofil e d es cri b e d b y L C F  i n it s lit er at ur e. Ms 
V e n n i n d e e d s ai d i n a m ess a g e t o Mr C ar el ess  a b o ut liti g ati o n f u n di n g  i n D e c e m b er 2 0 1 8, 
“ W h at ot h er i n d ustr y c a n p a y 3 0 % f or m o n e y a n d m a k e a pr ofit / b e u nli k el y n ot t o g o 
b ust. ” T h at w as a p erti n e nt q u esti o n. T h e  b usi n ess m o d el d es cri b e d b y L C F i n it s 
m ar k eti n g m at eri als w as q uit e diff er e nt  fr o m a liti g ati o n f u n di n g b usi n ess .  

8 2 7.  I n m y j u d g m e nt t h e iss u e f or pr es e nt p ur p os es is n ot w h et h er ot h er b o n d iss u ers wit h 
diff er e nt  b usi n ess m o d els m a y h a v e b e e n willi n g t o off er a 2 5 % m ar k eti n g c o m missi o n. 
W h at m att ers h er e is Mr C ar el ess ’s u n d erst a n di n g of h o w L C F it s elf c o ul d p a y 2 5 % gi v e n 
t h e b usi n ess m o d el L C F w as pr es e nti n g t o i n v est ors i n its o w n I Ms a n d ot h er m at eri als.  

8 2 8.  O n t h at q u esti o n , Mr P artri d g e h a d dir e ctl y r ais e d t h e q u esti o n of s ust ai n a bilit y a n d n o 
s ati sf a ct or y a ns w er h a d b e e n pr o vi d e d. Mr J o n es’s s u g g esti o n i n t h e e m ail of 2 4 J ul y 
2 0 1 5 (t h at L C F w as a ki n d of c or p or at e W o n g a) w as n o a ns w er: as Mr C ar el ess k n e w 
L C F w as n ot pr es e nti n g its elf i n it s m ar k eti n g m at eri als as pr o vi di n g s h ort -ter m  bri d gi n g 
fi n a n c e at t h e e xtr e m el y hi g h  r at es of i nt er est s u g g est e d b y Mr J o n es . 

8 2 9.  As t o t h e eff orts t o fi n d e vi d e n c e aft er t h e c oll a p s e of L C F, Mr C ar el ess e x pl ai n e d t h at 
Ms V e n n a n d h er t e a m w er e tr yi n g t o fi n d i n d e p e n d e nt e vi d e n c e t h at S ur g e ’ s c o m missi o n 
r at e w as m ar k et st a n d ar d b ut str u g gl e d t o fi n d it. O n 2 2  F e br u ar y 2 0 1 9  Ms V e n n  as k e d 
Ni c k M orris o n of S ur g e  t o pl a c e a n e m ail fr o m Mr  M c Cr e es h of Bl a c k m or e i n a s h ar e d  
f ol d er e ntitl e d “ F e es E vi d e n c e ”. S h e wr ot e, “ T his is i n d e p e n d e nt e vi d e n c e t h at o ur f e es 
ar e m ar k et st a n d ar d b e c a us e a Dir e ct or of Bl a c k m or e, P at M c Cr e es h, h as i n d e p e n d e n tl y 
st at e d t h at t o a cli e nt m a ki n g t h e e n q uir y. ” H o w e v er, Ms V e n n  h a d pr o vi d e d Mr 
M c Cr e es h wit h a dr aft e m ail f or hi m t o s e n d t o h er , s o it is of n e gli gi bl e e vi d e nti al w ei g ht.  

8 3 0.  T h e S ur g e D ef e n d a nts r eli e d o n a n e m ail d at e d 2 2  M ar c h 2 0 1 9  fr o m H y dr o g ar d L e g al 
S er vi c es w hi c h st at e d, “I w as v er y i nt er est e d t o s e e y o ur s u c c ess i n r aisi n g f u n ds fr o m 
I n v est ors a n d I h a d h o p e d t h at y o u m a y h el p us r ais e f u n ds f or o ur b usi n es s f or a 2 5 p er 
c e nt c o m missi o n .” I d o n ot t hi n k t h at t hi s e m ail b e ars a n y r e al w ei g ht. T h er e w as  n o 
e vi d e n c e a b o ut h o w it c a m e a b o ut. T h e ti mi n g is v er y s ur prisi n g  as i t w as s e nt aft er t h e 
c oll a ps e of L C F, w hi c h h a d attr a ct e d h u g e a d v er s e p u bli cit y  a n d i n w hi c h Mr C ar e l ess 
h a d b e e n n a m e d . N or w as t h er e a n y e vi d e n c e a b o ut t h e b usi n ess of H y dr o g ar d. T h e e m ail 
it s elf was  a n o d d w a y t o n e g oti at e si n c e it off ers 2 5 % i n a n o p e ni n g s h ot. It als o r ef err e d 
t o t h e E nt er pris e In v es tm e nt S c h e m e , w hi c h i n v ol v es t h e all ot m e nt of s h ar es i n 
c o m p a ni es. S o , it w o ul d s e e m, t a k e n at f a c e v al u e, H y dr o g ar d w as i nt er est e d i n m ar k eti n g 
s h ar es a n d n ot b o n ds.  H o w e v er , se cti o n s  5 5 2 a n d 5 5 3 of t h e C o m p a ni es A ct 2 0 0 6 o nl y 
p er mit c o m missi o ns of 1 0 % or l ess f or pr o c uri n g a n y s u bs cri pti o n of s h ar es i n a 
c o m p a n y.  Mr C ar el ess als o a c c e pt e d i n e vi d e n c e t h at h e di d n ot e v e n r es p o n d t o t h e 
e m ail.  

8 3 1.  T h e S ur g e D ef e n d a nts als o c o nt e n d e d t h at s o m et hi n g c all e d “ t h e Hi g h gr o v e Os pr e y ”  
b o n d, iss u e d b y a c o m p a n y ass o ci at e d wit h Mr R uss ell -M ur p h y , w as pr e p ar e d t o p a y 
hi g h c o m missi o ns. T h er e w as a n e m ail d at e d 3 0  N o v e m b er  2 0 1 5 fr o m Hi g h gr o v e Os pr e y 
pl c t o  Mr R uss ell -M ur p h y  w hi c h r ef err e d  t o a m e eti n g wit h hi m, Mr C ar el ess a n d Ms 
V e n n. It s ai d t h e y c o ul d p a y “ a 2 5 % c o m missi o n a n d [si c] b o n d s al e s a n d t h e n a 
p er c e nt a g e of n et pr ofits. ”  S ur g e di d n ot d o b usi n e ss wit h Hi g h gr o v e Os pr e y a n d t h er e is 
n o e vi d e n c e of t h e  l e v el of c o m missi o n Hi g h gr o v e Os pr e y i n f a ct p ai d els e w h er e . T h er e 
w as  n o e vi d e n c e a b o ut t h e b usi n ess of Hi g h gr o v e  Os pr e y  or t h e w a y it w as s ol d t o 
i n v est ors. T h e c o m p a n y w e nt i nt o li q ui d ati o n  i n 2 0 2 0 a n d t h e li q ui d at or h as fil e d a r e p ort 
r ef erri n g t o p ossi bl e cl ai ms a g ai nst p arti es i n v ol v e d wit h t h e c o m p a n y i n r el ati o n t o t h e 
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dissi p ati o n of s u ms  r e c ei v e d fr o m i n v est ors. I a m u n a bl e t o pl a c e a n y r e al w ei g ht o n t hi s 
e m ail.  

8 3 2.  T h e S ur g e D ef e n d a nts al s o r eli e d o n  a n  e m ail fr o m Mr P as c h ali s of T histl e t o Ms V e n n 
d at e d  1 8 J u n e 2 0 1 8. T his r ef err e d t o a U K pr os p e ct wit h 5 % t hr e e-y e ar l o a n n ot es. T h e 
b usi n ess w as U K pr o p ert y d e v el o p m e nt.  T h e e m ail s ai d t h e y w er e all o c ati n g 2 5 % of t h e 
r ais e t o m ar k eti n g. T his e m ail gi v es s o m e s u p p ort f or t h e S ur g e D ef e n d a nts’ c as e t h at 
t h er e m a y h a v e b e e n ot h er c o m p a ni es w hi c h mi g ht h a v e b e e n willi n g t o p a y 2 5 % f or 
m ar k eti n g. B ut I a m u n a bl e t o pl a c e m u c h w ei g ht o n it: t h er e w as n o e vi d e n c e a b o ut t h e 
i de ntit y of iss u er a n d n ot hi n g a b o ut it s b usi n ess m o d el  or t h e ris ks i n h er e nt i n it . T h er e 
is n o e vi d e n c e a b o ut t h e w a y t h e iss u er m ar k et e d its pr o d u ct t o m e m b ers of t h e p u bli c. It 
is als o u n cl e ar w h at w as t o b e i n cl u d e d i n t h e m ar k eti n g b u d g et.   

8 3 3.  T h e S ur g e D ef e n d a nts als o r eli e d o n a n e m ail e x c h a n g e b et w e e n Ms V e n n a n d N ort h er n 
Pr o vi d e nt o n 2 0 A u g ust 2 0 1 9, w h e n Ms V e n n w as s e e ki n g t o o bt ai n e vi d e n c e a b o ut 
m ar k et r at es. Mr Cr a wf or d of N ort h er n Pr o vi d e nt s ai d t h at t h er e w as a v er y wi d e r a n g e 
of pri ci n g, b as e d o n eit h er u pfr o nt c osts or b a c k -e n d; t h at 2 0 % is n ot o nl y s u st ai n a bl e f or 
s o m e fir ms, b ut a p pr o pri at e f or e v er yt hi n g S ur g e di d . H e k n e w of s o m e c as es of 2 7.5 %  
or 3 0 % b ut s ai d t h at w as ri di c ul o us gi v e n t h at t h e b usi n ess m o d el w as n ot li k el y t o b e 
s ust ai n a bl e. H e als o k n e w f ir ms a n d i ntr o d u c ers a s l o w as 1 0 %. O v er all, h e t h o u g ht 2 0 % 
w as a c c e pt a bl e. H e als o s ai d t h at t h e k e y w as m a ki n g s ur e t h at t h e b usi n ess m o d el c o ul d 
s ust ai n t h e f e e –  f or e x a m pl e, bri d gi n g fi n a n c e c o ul d, b ut s o m e b o n ds w o ul d n ot , h a v e 
t h e r e q uir e d m ar gi n.  

8 3 4.  T h e S ur g e D ef e n d a nts s o u g ht t o r el y o n t hi s  e m ail . It is i n a d missi bl e as o pi ni o n  e vi d e n c e . 
It is fr o m a fri e n dl y s o ur c e. It c a n b e gi v e n n o si g nifi c a nt w ei g ht.  Mr Cr a wf or d als o m a d e 
t h e p oi nt t h at t h er e w as a v er y wi d e r a n g e of pri ci n g, w hi c h di d n ot s u p p ort t h e i d e a of a 
m ar k et or g oi n g r at e. H e als o m a d e t h e o b vi o us p oi nt t h at t h e s ust ai n a b ilit y of a n y f e e 
w o ul d d e p e n d o n t h e m ar gi ns  i n t h e b usi n ess. H e r ef err e d t o a bri d gi n g l o a n b usi n ess 
(w h er e t h e i nt er est r at es w o ul d b e e xtr e m el y hi g h ). T h at w as n ot th e w a y t h at t h e b usi n ess 
of L C F w as b ei n g pr o m ot e d. It w as pr es e nt e d a s a c o m m er ci al l e n d er t o S M Es  wit h 
a n n u al r at es of 1 2 -2 0 % .  

8 3 5.  Mr Gr ai n g er als o s ai d i n his r e p ort t h at i n 2 0 1 4 a fir m c all e d D ol p hi n C a pit al w as willi n g 
t o p a y i ntr o d u ct or y f e es or 2 0 % o n fi v e-y e ar  l o a n n ot es; 1 4 % o n t hr e e-y e ar l o a ns a n d 8 % 
f or a o n e-y e ar l o a n . H e s u p p ort e d t hi s e vi d e n c e b y r ef erri n g t o a n a gr e e m e nt fr o m 2 0 1 4 
b et w e e n D ol p hi n a n d a n i ntr o d u c er . T h e d o c u m e nt s e e ms t o h a v e c o m e i nt o S ur g e’s 
h a n ds i n M a y 2 0 1 9 : W h ats A p p m ess a g es fr o m t h at p eri o d s h o w t h at Mr C ar el ess as k e d 
Mr J a m es H all, w h o w as ass o ci at e d wit h D ol p hi n, f or h el p i n pr o vi n g t h at 2 5 % w as t h e  
m ar k et r at e. Mr H all s ai d h e w o ul d assi st a n d s e nt t h e a gr e e m e nt . T h er e is n o e vi d e n c e 
t h at Mr C ar el ess w as a w ar e of D ol p hi n’s f e e arr a n g e m e nts i n 2 0 1 4. M or e o v er, o n a fi v e -
y e ar a n n u ali s e d b asis t h e f e e w as f or 4 %. F or s h ort er l o a ns, t h e a n n u ali s e d c o m missi o n 
is hi g h er, b ut is w ell b el o w t h e 2 5 % c h ar g e d a cr oss t h e b o ar d b y S ur g e ( o n all t e n ors of 
l o a n). M or e o v er, t h er e is n o e vi d e n c e a b o ut t h e b usi n ess m o d el of D ol p hi n or of t h e w a y 
it w as pr es e nt e d t o i n v est ors. I a m u n a bl e t o gi v e t his e vi d e n c e a n y m at eri al w ei g ht.  

8 3 6.  A s alr e a d y n ot e d, Mr Gr ai n g er’s o w n c o n cl usi o n w as t h at t h er e w as n o m ar k et r at e f or 
S ur g e’s s er vi c es.  H e g a v e s o m e e vi d e n c e of t h e f e es c h ar g e d b y ot h er s er vi c e pr o vi d ers 
(s u c h as f u n d m a n a g ers). Mr Gr ai n g er s ai d t h at S ur g e ’s s er vi c es w er e i n f a ct m or e 
c o m pl e x t h a n t h os e of t h e ot h er s er vi c e pr o vi d ers. I f o u n d n o n e of t h es e c o m p aris o ns of 
a n y m at eri al assi st a n c e.  In m y j u d g m e nt it is i m pl a usi bl e t o s u g g est, as Mr Gr ai n g er di d, 
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t h at S ur g e , w hi c h w as e ss e nti all y a m ar k eti n g pl atf or m a n d b a c k -offi c e  a d mi nistr at or , 
w as pr o vi di n g m or e c o m pl e x s er vi c es t h a n a f u n d m a n a g er, f or e x a m pl e. A pri n ci p al 
f u n cti o n of a f u n d m a n a g er is t o u n d ert a k e i n v est m e nt d e cisi o ns , s el e cti n g st o c ks a n d 
s e ct ors f or i n v est m e nt . S ur g e  di d n ot d o t hi s. I n a n y e v e nt , Mr Gr ai n g er g a v e n o e x a m pl es 
of a f u n d m a n a g er c h ar gi n g f e es of 2 5 % of t h e i niti al f u n ds i n v est e d. Mr Gr ai n g er’s 
r e as o ni n g o n t h es e p oi nt s w as i m pl a usi bl e a n d u n d er mi n e d  a n y r eli a n c e I c o ul d pl a c e o n 
hi s e vi d e n c e .  

8 3 7.  I als o c o nsi d er t h at h e l a c k e d a n y r el e v a nt e x p ertis e i n r el ati o n t o t h e f e es c h ar g e d b y 
m ar k eti n g fir ms . H e w as an e x p eri e n c e d  c o m pli a n c e e x p ert. T h e o nl y e vi d e n c e h e w as 
a bl e t o gi v e a b o ut f e es w as s o m e p ers o n al e x p eri e n c e a b o ut f e e n e g oti ati o ns w h e n h e w as 
p art of a b usi n ess. T h at i s n ot r el e v a nt e x p ert e x p eri e n c e.  

8 3 8.  T h e S ur g e D ef e n d a nts c orr e ctl y o bs er v e d t h at Dr O k o n g w u c o ul d n ot pr o vi d e a n y a ct u al 
e vi d e n c e a b o ut t h e mi ni -b o n d m ar k et i n 2 0 1 5 -2 0 1 9. H e r e a dil y a c c e pt e d t his. H o w e v er , 
it w as t h e S ur g e D ef e n d a nts w h o all e g e d t h at 2 5 % w as t h e m ar k et r at e a n d t h eir o w n 
e x p ert g a v e e vi d e n c e t h at t h er e w as n o st a n d ar d i n d ustr y r at e f or t h e s er vi c es pr o vi d e d 
b y S ur g e.  F or t h e r e as o ns j ust gi v e n, Mr Gr ai n g er’s c o m p ar at ors w er e u n c o n vi n ci n g. 
T h er e is t h er ef or e n o p er s u asi v e e vi d e n c e eit h er t h at 2 5 % w as a m ar k et r at e  or i n d ustr y 
st a n d ar d.   

8 3 9.  T h e e x p erts w er e als o as k e d t o o pi n e a b o ut t h e r at e t h at w o ul d h a v e b e e n a gr e e d b et w e e n 
r e as o n a bl e p arti es i n a n ar m’s l e n gt h tr a ns a cti o n f or s er vi c es of t h e t y p e S ur g e w as 
pr o vi di n g. Mr Gr ai n g er c o n cl u d e d t h at h e h a d s e e n n o e vi d e n c e t o s u g g est t h at t h e f e es 
i n f a ct a gr e e d w er e a n yt hi n g ot h er t h a n t h os e a gr e e d b et w e e n r e as o n a bl e ar m’s l e n gt h  
p arti es  a n d t h at, t h er ef or e, it c o ul d b e ass u m e d t h at t h e f e e w as a n ar m’s l e n gt h o n e . T h at 
r e as o ni n g is cir c ul ar: it ass u m e s t h at t h er e h a d b e e n a n or di n ar y c o m m er ci al ar m’s l e n gt h 
n e g oti ati o n, w hi c h is i n iss u e. Mr Gr ai n g er a c c e pt e d t h at h e h a d n ot s e e n t h e e vi d e n c e i n 
t h e c as e, i n cl u di n g a b o ut t h e cir c u mst a n c es i n w hi c h t h e 2 5 % arr a n g e m e nt w as fi x e d. I 
pl a c e n o r eli a n c e o n his e vi d e n c e  o n t hi s p oi nt .  

8 4 0.  Dr O k o n g w u  s ai d t h at a c o m missi o n of 2 5 % w as n ot cr e di bl e as it i m pli e d a r at e of r et ur n 
o n L C F’s l e n di n g w hi c h f ar e x c e e d e d t h e t ar g et r et ur n t h at L C F st at e d i n it s m ar k eti n g 
m at eri als a n d w as f ar hi g h er t h a n c or p or at e l o a n r at es at t h e ti m e.  I h a v e s et o ut a t a bl e 
pr e p ar e d b y Dr O k o n g w u i n [3 8 2 ] a b o v e. C ol u m n ( 7) s h o ws t h e r at es of r et ur n w hi c h 
L C F w o ul d h a v e h a d t o a c hi e v e t o m at c h it s li a biliti es t o b o n d h ol d ers. T his t a bl e is 
c o ns er v ati v e as it i g n or e s t h e 2 % arr a n g e m e nt f e e. T h e t a bl e s h o ws t h at L C F w o ul d 
g e n er all y h a v e h a d t o e ar n r et ur ns si g nifi c a ntl y hi g h er t h a n t h e 1 2 -2 0 % r ef err e d t o i n t h e 
I Ms.  

8 4 1.  M or e o v er , t h e Cliff w ar e Dir e ct L e n di n g I n d e x w hi c h tr a c ks t h e p erf or m a n c e of pri v at e 
mi d dl e m ar k et l o a ns i n t h e U S s h o w e d a n a v er a g e of 8. 5 % i nt er est r at es f or 2 0 1 5 -2 0 1 9. 
Alt h o u g h t hi s is f or t h e U S,  I fi n d t h at it is a r e as o n a bl e pr o x y f or i nt er est r at es a v ail a bl e 
i n t h e U K at t h e ti m e. T hi s is s u p p ort e d b y t h e f a ct t h at t h e I C E B of A St erli n g Hi g h Yi el d 
i n d e x r a n g e d fr o m 5. 6 % t o 7. 6 % o v er t h e s a m e p eri o d.  

8 4 2.  Mr Gr ai n g er di d n ot r es p o n d t o t hi s e vi d e n c e.  H e di d n ot c o m m e nt o n t h e t a bl e or t h e 
r at es of r et ur n o n c or p or at e l e n di n g d uri n g t h e r el e v a nt p eri o d. H e j ustifi e d t hi s b y 
e x pl ai ni n g t h at h e di d n ot r e g ar d it as a p art of t h e e x p ert iss u es. I r e g ar d e d t h at as 
u ns ati sf a ct or y. T h e S ur g e D ef e n d a nts h a d as k e d f or p er missi o n t o s er v e e vi d e n c e 
c o n c er ni n g t h e c o m missi o n t h at w o ul d h a v e b e e n a gr e e d b et w e e n ar m’s l e n gt h p arti es. 
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T h e e c o n o mi c a n al ysi s s et o ut b y Dr O k o n g w u w a s r el e v a nt t o t h at iss u e. I n c arr yi n g o ut 
his d uti es t o t h e c o urt , Mr Gr ai n g er s h o ul d h a v e a d dr ess e d it. I i nf er fr o m his sil e n c e o n 
t h e p oi nt t h at h e h a d n o r e al a ns w er.  

8 4 3.  It is als o r el e v a nt t h at S ur g e w as m a ki n g e xtr e m el y hi g h m ar gi ns i n it s b usi n ess. T h e 
c o nt e m p or a n e o us e m ails s h o w t h at Mr C ar el ess w as a w ar e of t hi s at t h e ti m e. Dr 
O k o n g w u h as c al c ul at e d t h at fr o m 1 9 J a n u ar y 2 0 1 5 t o 3 0 S e pt e m b er 2 0 1 8 , S ur g e’s t ot al 
c osts w er e 6 4. 8 % of r e v e n u es a n d t h at t h e n et pr ofit m ar gi n w as 3 5. 4 %. S ur g e w as a 
s er vi c e pr o vi d er: it w as n ot a n i n n o v ati v e b usi n ess a n d w as n ot p utti n g it s o w n c a pit al at 
ris k. Gi v e n t h e n at ur e of S ur g e’s b usi n ess, t his w a s a n e xtr e m el y hi g h pr ofit m ar gi n.  

8 4 4.  I als o n ot e t h at i n his fir st r e p ort Mr Gr ai n g er s u g g est e d t h at t h e n et pr ofit m ar gi n w as 
2 7. 6 %. T h at w as p ot e nti all y mi sl e a di n g as it i n cl u d e d t h e p eri o d u p t o 3 0 S e pt e m b er 
2 0 1 9 ( a n d t h er ef or e m or e t h a n t hr e e q u art ers of a y e ar aft er t h e c oll a ps e of L C F a n d t h e 
c ess ati o n of n e w L C F b usi n ess f or S ur g e). Mr Gr ai n g er r ef us e d t o e n g a g e wit h Dr 
O k o n g w u’s c al c ul ati o ns f or t h e 3 0 S e pt e m b er 2 0 1 8 o n t h e b asis t h at it w as o utsi d e t h e 
s c o p e of his i nstr u cti o n s. I fi n d his st a n c e r e m ar k a bl e, gi v e n t h at h e i n cl u d e d t h e  
c al c ul ati o n u p t o 3 0 S e pt e m b er 2 0 1 9 i n his o w n r e p ort, w hi c h w as s er v e d first. T his a g ai n 
s er v e d t o u n d er mi n e m y a bilit y t o r el y o n hi m as a n i n d e p e n d e nt e x p ert.  

8 4 5.  I fi n d o n t h e b asis of t h e e x p ert e vi d e n c e t h at t h e c o m missi o n of 2 5 % w as n ot a cr e di bl e 
r at e t h at w o ul d h a v e b e e n a gr e e d b et w e e n ar m’s l e n gt h p arti es, gi v e n L C F’s b usi n ess 
m o d el  ( as r e pr es e nt e d t o i n v est ors) as a c or p or at e l e n d er  t o t h e S M E s e ct or at 1 2-2 0 % . 
As e x pl ai n e d a b o v e t h er e w as n o m ar k et r at e.  

8 4 6.  I fi n d t h at t h e a ct u al r e a cti o n s of Mr C ar el ess a n d Mr P artri d g e a b ett er i n di c at or of t h e 
m ar k et vi e w at t h e ti m e . T h e y  c all e d t h e c o m missi o n “ h u g e ”  a n d “ i ns a n e” . T h e y w o ul d 
n ot h a v e s ai d t h at if t h e y h a d t h o u g ht t h e f e e w as n o m or e t h a n a g oi n g m ar k et r at e.  

8 4 7.  I fi n d t h at th e f e e h a d n ot hi n g t o d o wit h a n y i n d ustr y st a n d ar d. Th e S ur g e D ef e n d a nts 
i n d e e d h a d n o r ol e i n n e g oti ati n g it.  Mr C ar el ess  h a d a n arr a n g e m e nt wit h Mr R uss ell -
M ur p h y  b y w hi c h Mr C ar el ess  a n d Mr R uss ell -M ur p h y  w o ul d b e e q u al p art n ers o n t h e 
b asis t h at t h e y w o ul d c o nti n u e t o b e p ai d t h e 2 5 % c o m missi o n w hi c h Mr R uss ell -M ur p h y  
w as alr e a d y r e c ei vi n g fr o m L C F  ( as S A F E).  

8 4 8.  I n d e e d, Mr C ar el ess  k n e w t h at t h e c o m missi o n r at e w as s o l ar g e t h at h e w as pr e p ar e d t o 
s plit his s h ar e of S ur g e  wit h Mr R uss ell -M ur p h y . Mr R uss ell -M ur p h y  f or his p art h a d 
h a d a b usi n ess r el ati o ns hi p wit h Mr G ol di n g  f or o v er 1 5 y e ars.  

8 4 9.  M or e o v er, as e x pl ai n e d f urt h er b el o w ([1 1 0 9 ] t o [1 1 2 0 ] a n d [1 3 2 3 ] t o [1 3 5 0 ]) S ur g e l at er 
e nt er e d arr a n g e m e nts, fir st wit h Mr T h o ms o n a n d l at er wit h Mr G ol di n g, t o p a y t h e m (i n 
t ur n) m o nt hl y s u ms of 0. 5 % a n d 1 % r es p e cti v el y of t h e  gr oss m o nt hl y r e c ei pt s  fr o m 
b o n d h ol d ers . As e x pl ai n e d i n t h os e p ass a g es, I fi n d t h at Mr C ar el ess  a gr e e d t o t h es e 
arr a n g e m e nts as a n i n d u c e m e nt t o m ai nt ai n S ur g e’s f e e at 2 5 %. Mr C ar el ess  a c c e pt e d i n 
e vi d e n c e t h at Mr T h o ms o n w as al w a ys tr yi n g t o r e d u c e S ur g e’s f e es. It is i n h er e ntl y 
u nli k el y t h at S ur g e w o ul d h a v e b e e n pr e p ar e d t o p a y t h es e i n d u c e m e nts if t h er e h a d b e e n 
a m ar k et r at e of 2 5 %. I fi n d t h at Mr C ar el ess  w as pr e p ar e d t o p a y t h es e s u ms b e c a us e h e 
k n e w t h at t h e 2 5 % f e e w as e x c e pti o n all y hi g h a n d h e w a nt e d t o e ns ur e t h at it c o nti n u e d .  

8 5 0.  It is als o i nstr u cti v e t h at t h e si z e of t h e c o m missi o n w as n e v er dis cl os e d t o i n v est ors. It 
w o ul d h a v e p ut t h e m off. Mr T h o ms o n a n d Mr C ar el ess  b ot h k n e w t h at it w o ul d b e 
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m at eri al t o a n y i n v est m e nt d e cisi o n.  Mr C ar el ess a c c e pt e d t hi s i n e vi d e n c e b ut s ai d t h at 
S ur g e w as m er el y t h e m ar k eti n g fir m a n d t h at it w as n ot it s d e cisi o n w h at t o i n cl u d e i n 
m ar k eti n g m at eri als.  Ms V e n n a c c e pt e d t h at if t h e 2 5 % c o m missi o n h a d b e e n dis cl os e d 
it w o ul d h a v e l e d t o a n e xtr e m el y l o w c o n v ersi o n (i. e. i n v est m e nt) r at e. I n m y j u d g m e nt 
if L C F h a d dis cl os e d t h e 2 5 % c o m missi o ns, b o n d s al es w o ul d pr o b a bl y h a v e b e e n f ar 
l o w er t h a n t h e y w er e; i n d e e d m a y h a v e b e e n mi ni m al. 

8 5 1.  T his is f urt h er r e as o n f or c o n cl u di n g t h at t h e 2 5 % f u n d-r aisi n g f e e w as n ot a m ar k et or 
g oi n g r at e f or mi ni -b o n ds.  If t h er e h a d b e e n s u c h a g oi n g r at e, it w o ul d h a v e b e e n 
m at eri all y t h e s a m e f or all s u c h b o n d iss u es a n d t h er e w o ul d h a v e b e e n n o r e as o n n ot t o 
dis cl os e it.  

8 5 2.  T h e r e as o n w h y i n v est or s w o ul d h a v e f o u n d t h e 2 5 % off -p utti n g is t h at t h e y w o ul d n ot 
h a v e b e e n s ati sfi e d a b o ut t h e s ust ai n a bilit y of L C F’s b usi n ess m o d el, w hi c h w as 
ess e nti all y d es cri b e d as m a ki n g a t ur n o n l e n di n g o ut f u n ds t o b orr o w ers .  

8 5 3.  I fi n d t h at f or t h e s a m e r e as o ns, Mr C ar el ess, w h o h a d a f ar b ett er u n d erst a n di n g of L C F’s 
b usi n ess t h a n m e m b ers of t h e p u bli c, h a d r e al c o n c er ns fr o m J ul y 2 0 1 5 o n w ar ds a b o ut 
t h e s ust ai n a bilit y of t h e b usi n ess m o d el i n li g ht of t h e 2 5 % f e e. H e w as g e n er all y s c e pti c al 
a b o ut t h e mi ni -b o n d i n d ustr y a n d h er e w as a b usi n ess off eri n g h u g e or i ns a n e 
c o m missi o ns.  B ut h e di d n ot as k q u esti o ns a b o ut it b e c a us e h e w as a n xi o u s t o m a k e as 
m u c h m o n e y as p ossi bl e. H e als o p ers u a d e d hi m s elf t h at h e w o ul d b e a bl e t o j ustif y  
S ur g e’s a cti o ns b y s a yi n g t h at it w as si m pl y t h e m ar k eti n g a g e nt a n d w as n ot m a ki n g t h e 
d e cisi o ns a b o ut t h e b usi n ess or h o w it w as s ol d.  

W or k i n J ul y 2 0 1 5  t o b uil d t h e br a n d 

8 5 4.  I n J ul y 2 0 1 5 Mr C ar el ess , Ms V e n n, a n d t h eir t e a m w or k e d o n t h e w e bsit e a n d br a n di n g 
m at eri als f or L C F, i n cl u di n g a d o c u m e nt d e ali n g wit h “ o bj e cti o ns a n d t h eir r e b utt als ” f or 
m e m b ers of t h e p u bli c i nt er est e d i n i n v esti n g i n L C F. “ O bj e cti o ns ” w as t h e w a y t h e 
s al es p e o pl e d es cri b e d p ot e nti al i n v est ors ’ q u eri es.  

8 5 5.  S o t h at t h e y c o ul d eff e cti v el y m ar k et L C F’s b o n ds , Mr C ar el ess , Ms V e n n, a n d Mr 
R uss ell -M ur p h y  a n d t h eir t e a m r e q uir e d f urt h er i nf or m ati o n a b o ut L C F. T his i n cl u d e d 
t h e n u m b er of l o a ns iss u e d, t h e t y p es of l o a n s, t h e p ur p os e of t h e l o a ns, t h e a v er a g e t er m, 
t h e i nt er est r at es, a n d t esti m o ni als fr o m b orr o w er s. T h e y s o u g ht t hi s i nf or m ati o n fr o m 
Mr T h o ms o n.  A dr aft B uss M urt o n l ett er w as cir c ul at e d st ati n g t h at L C F h ad  l e nt o ut 
£ 1. 1 milli o n t o b orr o w ers . Mr C ar el ess  s ai d i n a n e m ail d at e d 2 0  J ul y 2 0 1 5  t h at t h e 
r ef er e n c e t o t hi s fi g ur e s h o ul d b e r e m o v e d, b e c a u s e it “ m a k es t h e e ntir e o p er ati o n l o o k 
v er y s m all ”; Ms V e n n a gr e e d b e c a us e pr os p e cti v e i n v est ors w o ul d h a v e a “ n at ur al 
e x p e ct ati o n ” t h at L C F “is a m ulti -milli o n p o u n d or g a nis ati o n ”. T h e  fi g ur e w as t h e n 
r e m o v e d fr o m t h e dr aft l ett er. 

8 5 6.  I fi n d t hat Mr C ar el ess  a n d Ms V e n n k n e w at t h at st a g e t h at L C F w as still a s m all  o p er at or  
b ut w as b ei n g pr es e nt e d as a s u bst a nti al l e n d er t o t h e S M E s e ct or. 

BI F a n d B S R  

8 5 7.  Mr C ar el ess  w a nt e d L C F t o b e li st e d o n w w w. b est -i n v est m e nt-f u n ds. c o. u k ( “ BI F ”). Mr 
C ar el ess  a c c e pt e d i n e vi d e n c e t h at t h e BI F sit e w a s r u n b y hi m a n d Ms V e n n . 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 2 9  
 

8 5 8.  T h is li st e d a s eri es of l e n di n g pr o d u cts. It a p p e ar e d t o b e a n o bj e cti v e c o m p aris o n 
w e bsit e. B ut Mr C ar el ess  d es cri b e d it i n  a  t o-d o li st i n A u g ust 2 0 1 5 as a “ b ull s hit sit e ”. I 
fi n d t h at t hi s r efl e cts Mr C ar el ess ’s u n d erst a n di n g t h at it w as d esi g n e d t o gi v e t h e 
i m pr essi o n t h at it w as a n i n d e p e n d e nt c o m p aris o n sit e, w h e n t hi s w as n ot t h e c as e . Mr 
C ar el ess  c h ar g e d L C F £ 1, 0 0 0 t o b e list e d  o n  t h e sit e, d es pit e Mr C ar el ess  ru n ni n g it .  

8 5 9.  T o assi st wit h t h e s al es of L C F’s b o n ds, Mr C ar el es s  s et u p a n ot h er w e bsit e, B est S a vi n gs 
R at es ( “ B S R ”), w hi c h als o a p p e ar e d t o b e a n o bj e cti v e  c o m p aris o n sit e. It w e nt li v e o n 
or a b o ut 1 7  N o v e m b er  2 0 1 5 . L at er h e s et u p ot h er c o m p aris o n w e bsit es, i n cl u di n g B est 
I S A R at es ( “ BI R ”).  

8 6 0.  T h e p ur p os e of t h e s e w e bsit es w as t o t a k e p e o pl e t hr o u g h L C F’s o nli n e a p pli c ati o n 
pr o c ess, as Mr H ol d a w a y of S ur g e n ot e d i n a n e m ail t o Mr C ar el ess  d at e d 1 0  S e pt e m b er 
2 0 1 5 : “ W e ar e g oi n g t o b e b uil di n g a w e bsit e t h at li sts 1 0 or s o a c c o u nts w h er e a p ers o n 
c a n p ut t h eir s a vi n gs, li k e a c o m p aris o n w e bsit e. T his will b e us e d t o p us h p e o pl e t hr o u g h 
a n o nli n e a p pli c ati o n pr o c ess f or L C F ” .  

8 6 1.  Mr C ar el ess  s ai d i n e vi d e n c e t h at t h e w e bsit e w a s n ot us e d t o p us h p e o pl e t hr o u g h t o 
L C F’s o nli n e a p pli c ati o n. H e s ai d it w as a f or m of a d v ertisi n g.  

8 6 2.  I fi n d t h at t h e w e bsit e h a d t h e f oll o wi n g f e at ur es. It a p p e ar e d t o b e a n i n d e p e n d e nt  
c o m p aris o n sit e, b ut w as i n f a ct  r u n b y S ur g e. S ur g e d e ci d e d w hi c h pr o d u cts t o li st a n d 
h o w t o r a n k t h e m. T h e sit e  als o all o w e d p ot e nti al i n v est ors t o cli c k vi a i c o ns t o L C F’s 
o nli n e a p pli c ati o n pr o c es s. I fi n d t h at it w as us e d t o s e e k t o attr a ct i n v est ors  a n d p us h 
t h e m t hr o u g h t h e a p pli c ati o n pr o c ess.  

8 6 3.  T h e r es ult w as t h at m e m b ers of t h e p u bli c c o ul d “ si g n u p , h a n ds fr e e , dir e ctl y i nt o L C F ” 
(i. e., b y cli c ki n g t hr o u g h t o L C F’s w e bsit e a n d a p pl yi n g o nli n e, wit h o ut a n y i n p ut fr o m 
S ur g e ’s s al es t e a m ). Mr C ar el ess  e x pl ai n e d t hi s i n a n e m ail of 1 3 O ct o b er  2 0 1 5.  

8 6 4.  A n ot h er i nt e n d e d b e n efit n ot e d i n t h e s a m e e m ail w as t h at “ B est S a vi n gs r at e s will a p p e ar 
o n G o o gl e f or a n y s e ar c h of L C F or its d eri v ati v e s e ar c h t er ms a n d c a n als o b e us e d as a 
dir e ct s al es ai d b y t h e s al es t e a m. T his will e n h a n c e tr ust a n d t h er ef or e s al es ”. I fi n d t h at 
t hi s s h o ws t h at Mr C ar el ess  k n e w t h at B S R w o ul d b e tr e at e d b y i n v est ors as i n d e p e n d e nt  
(t h er e b y “ e n h a n ci n g tr ust ” ). 

8 6 5.  T h e t hir d b e n efit li st e d b y Mr C ar el ess  w as t h at t h e w e bsit e c a pt ur e d t h e n a m e a n d 
c o nt a ct d et ails f or t h e p ot e nti al i n v est or , cr e at i n g a l e a d t o b e c all e d b y a s al es p ers o n 
fr o m S ur g e ’s offi c e.  

8 6 6.  T h e r a n ki n gs of t h e i n v est m e nt pr o d u cts o n t h es e w e bsit es w er e n ot b as e d o n a n y 
o bj e cti v e e vi d e n c e. I nst e a d, t h e w e bsit es w er e arr a n g e d b y S ur g e wit h L C F i n first pl a c e : 

i. O n 2 4  M a y 2 0 1 7 , f or i nst a n c e, Mr H ol d a w a y e m ail e d Mr C ar el ess , Mr R uss ell -
M ur p h y , Ms V e n n a n d Mr J o n es t o e x pl ai n, “[t]o d a y w e ar e m o vi n g L C F t o t h e t o p 
of all t hr e e of o ur c o m p aris o n w e bsit es, a n d Bl a c k m or e will sit i n f o urt h o n all 
t hr e e. T h e tr affi c t h at w as f or m all y [si c] b ei n g dri v e n t o Bl a c k m or e, b ut n ot 
c o n v erti n g, will n o w b e p us h e d t hr o u g h L C & F. L C & F will n at ur all y s e e a n 
i n cr e as e i n tr affi c, l e a ds a n d s al es ”. 
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ii. O n 2 3  N o v e m b er  2 0 1 8  Ms B al d o c k e m ail e d Mr C ar el ess  a n d Mr R uss ell -M ur p h y  
t o s a y, “I pr o p os e w e s wit c h L C F b a c k t o t h e t o p of BI R u ntil t h e e n d of 
N o v e m b er ”.  

8 6 7.  I n or al e vi d e n c e Mr C ar el ess  a c c e pt e d t h at t h e r a n ki n g s o n B S R a n d BI R w er e  n ot b as e d 
o n a n y o bj e cti v e e vi d e n c e , b ut o n w hi c h pr o d u cts S ur g e w a nt e d t o b o ost t h e s al es of at 
a n y gi v e n ti m e a n d t h at t h e r a n ki n g w as s et t o o pti mi s e c o n v ersi o n r at es. Mr C ar el ess  
als o a d mitt e d t h at L C F w as pl a c e d at t h e t o p of B S R b e c a us e h e w a nt e d t o o pti mi s e it s 
p ositi o n i n or d er t o m a xi mis e S ur g e ’s c o m missi o n.  

8 6 8.  Mr C ar el ess  a c c e pt e d i n his e vi d e n c e t h at S ur g e  h a d s et u p B S R i n s u c h a w a y as t o 
e n c o ur a g e m e m b ers of t h e p u bli c t o t hi n k t h at L C F h a d b e e n i n d e p e n d e ntl y a n d 
o bj e cti v el y r a n k e d. I fi n d t h at t h e B S R a n d BI R w e bsit es w er e m at eri all y mi sl e a di n g 
b e c a us e t h e y w er e pr es e nt e d as i n d e p e n d e nt , b ut i n f a ct w er e r u n f or S ur g e 's ( a n d L C F’s) 
b e n efit. S ur g e  h a d a fi n a n ci al i nt er est i n m a xi mi si n g s al es of L C F’s b o n d s. I r ej e ct Mr 
C ar el ess ’s e vi d e n c e t h at t h e y w er e i n d e p e n d e nt b e c a us e t h e y w er e n ot o w n e d or r u n b y 
L C F it s el f. S ur g e h a d a cl e ar fi n a n ci al i nt er est i n s elli n g L C F b o n ds. I n d e e d , it s i nt er est 
w as ali g n e d wit h L C F’s. N or w as I a bl e t o a c c e pt his s u g g esti o n t h at t h e sit es w er e 
j ustifi e d b y t h e f a ct t h at h e w as r u n ni n g a m ar k eti n g c o m p a n y.  T h e sit es w er e 
mi sl e a di n gl y pr es e nt e d a s i n d e p e n d e nt c o m p aris o n sit es.  

Q u eri es a b o ut i nt e grit y  

8 6 9.  O n 2 3  S e pt e m b er 2 0 1 5  Mr  B ail e y, a S ur g e s al es m a n , e m ail e d Mr R uss ell -M ur p h y  a n d 
Mr C ar el ess  (c c. Mr J o n e s a n d Ms V e n n ) t o s a y: 

“I h a d a c all fr o m a cli e nt i n v esti n g i n L C F t hi s m or ni n g w hi c h 
h as m a d e m e b e gi n t o q u esti o n t h e i nt e grit y of t hi s i n v est m e nt 
… I r e ass ur e d t h e i n v est or I w o ul d n ot h a v e a n y p art i n a s c a m 
t h at w as t a ki n g p e o pl e’s h ar d e ar n e d m o n e y … I f e el t ot all y 
u n e as y  a b o ut t his a n d t h e p ot e nti al iss u es o ur c o m p a n y c o ul d b e 
f a c e d wit h … J o h n, c a n I as k y o u w h at d u e dili g e n c e y o u h a v e 
c arri e d o ut o n L C F ? ”  

8 7 0.  I n his or al e vi d e n c e, Mr C ar el ess  s ai d i n r el ati o n t o Mr B ail e y’s c o n c er ns “I a gr e e wit h 
t h e e ntir et y of t h e e m ail ”. T his w as a si g nifi c a nt a ns w er. Mr B ail e y ’s e m ail s ai d t h at h e 
w as “t ot all y u n e as y ” –  h e di d n ot m er el y e x pr ess a v a g u e s e ns e of u n e as e.  

8 7 1.  A t t hi s st a g e, h o w e v er, n o d u e dili g e n c e h a d b e e n c o n d u ct e d  i nt o L C F. Mr C ar el ess  
dis p ut e d t hi s i n his e vi d e n c e, b ut w as u n a bl e t o p oi nt t o a n yt hi n g t h at h a d b e e n d o n e , 
ot h er t h a n s p e a ki n g t o Mr R uss ell -M ur p h y  a n d Ms  V e n n’s b asi c i nt er n et s e ar c h es i n 
F e br u ar y 2 0 1 5 .  

8 7 2.  Mr R uss ell -M ur p h y  r es p o n d e d t o Mr B ail e y’s e m ail : 

“ Wit h r e g ar ds t o t h e pr o d u ct it s elf, w h e n S A F E ori gi n all y 
l a u n c h e d t h eir b o n d, I c arri e d o ut a n e n or m o us a m o u nt of D D at 
t h eir offi c e, w hi c h als o i n v ol v e d B M L a w as w ell. T h e i m p ort a nt 
t hi n gs li k e t h e s e c urit y a n d c o ntr a cts w er e dis cl os e d a n d 
c o nfir m e d s ui t a bl e b y B M l a w, w hi c h t h e n l e d o n t o B M l a w 
b ei n g h a p p y t o b e i n v ol v e d as t h eir c ust o di a n ”.  
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8 7 3.  Mr C ar el ess k n e w t h at S ur g e h a d u n d ert a k e n n o r e al d u e dili g e n c e. T h o u g h Mr  R uss ell -
M ur p h y  r ef err e d t o a n e n or m o us a m o u nt of d u e dili g e n c e , h e g a v e al m ost n o d et ails a b o ut 
w h at h e h a d d o n e. A n y st e ps h e h a d t a k e n w er e  hist ori c at b est : Mr C ar el e ss k n e w t h at 
L C F h a d b e e n a s m all o p er ati o n a n d w as l o o ki n g t o e x p a n d r a pi dl y. S o , a n y i n q uiri es 
a b o ut s e c urit y et c. w o ul d h a v e b e e n o ut of d at e.  

8 7 4.  Mr C ar el ess di d n ot  as k Mr R uss ell -M ur p h y f or m or e d et ails a b o ut t h e d u e dili g e n c e t h at 
h a d b e e n c arri e d o ut . I nst e a d, Mr C ar el ess  s ai d i n t h e s a m e e m ail c h ai n t h at t hi s w as a 
“ [ g]r e at r es p o ns e ” t o Mr B ail e y ’s e m ail. His e m ail di d n ot s a y a n yt hi n g t o a d dr ess t h e 
“ t ot all y u n e as y”  f e eli n g e x pr ess e d b y Mr B ail e y a b o ut L C F . 

8 7 5.  I fi n d t h at this a g ai n s h o ws t h at Mr C ar el ess  di d n ot wis h t o as k q u esti o ns , e v e n w h e n 
( a c c or di n g t o his o w n e vi d e n c e) h e a gr e e d wit h Mr B ail e y’s t ot all y u n e as y f e eli n gs a b o ut 
L C F. H e w as m or e a n xi o us a b o ut g etti n g o n wit h t h e b usi n ess a n d e ar ni n g c o m missi o ns.  

L o a ns fr o m Mr G ol di n g  

8 7 6.  S ur g e  st art e d s elli n g mi ni -b o n ds f or L C F i n e arl y A u g ust  2 0 1 5 a n d w a nt e d t o m a k e a bi g 
s al es p us h , b ut  Mr C ar el ess  c o ul d n ot aff or d t o d o t hi s fr o m his o w n r es o ur c es . O n 1 5  
A u g ust 2 0 1 5  Mr C ar el ess  e m ail e d Mr G ol di n g  t o as k f or a l o a n of £ 2 0, 0 0 0. Mr C ar el ess  
e x pl ai n e d t o Mr G ol di n g  t h at t hi s w o ul d e n a bl e S ur g e  t o p a y f or a s al es dri v e: 

“ W e w o ul d i n cr e as e t o fi v e s al es g u ys f or t w o w e e ks, w or ki n g 
fr o m o ur offi c es i n E ast b o ur n e w h er e t h e y c a n b e dri v e n b y J o h n. 
T h e y ar e n or m all y c o m missi o n o nl y b ut w e will p a y t h e m £ 1 k 
e a c h f or t w o w e e ks t o p us h h ar d a n d w or k fr o m o ur offi c es. T h e 
c as h w o ul d als o all o w us t o i n cr e as e t h eir l e a d v ol u m es fr o m 4 
l e a ds a d a y t o 1 5 a d a y f or t h at t e n d a y p eri o d. D uri n g t hi s s pri nt 
w e w o ul d l o o k t o p ut at l e ast £ 2 m i nt o L C F ”.  

8 7 7.  Mr C ar el ess  pr o p os e d t h at t h e l o a n m a d e b y Mr G ol di n g  w o ul d b e r e p ai d b y r e d u ci n g 
t h e c o m missi o ns c h ar g e d b y S ur g e  t o L C F t o 1 2. 5 %. T his is f urt h er e vi d e n c e t h at Mr 
C ar el ess  u n d erst o o d Mr G ol di n g  a n d L C F t o b e cl os el y li n k e d; i n d e e d, t h at L C F w as Mr 
G ol di n g ’s c o m p a n y.  

8 7 8.  Mr G ol di n g  a gr e e d t o pr o vi d e a l o a n of £ 2 5, 0 0 0 t o S ur g e  o n 1 8  A u g ust 2 0 1 5 , a n d a 
f urt h er l o a n of £ 2 5, 0 0 0 t o S ur g e  o n  3  S e pt e m b er 2 0 1 5 . 

8 7 9.  T h es e f u n ds e n a bl e d S ur g e  t o b o ost  it s eff orts t o s ell L C F’s b o n ds, w hi c h S ur g e ’s 
p ers o n n el p urs u e d vi g or o usl y. Mr C ar el ess  h o p e d t o r ais e m or e t h a n £ 1 milli o n f or L C F 
b y t h e e n d of S e pt e m b er 2 0 1 5 . 

8 8 0.  In a m o nt h or s o, S ur g e h a d g o n e fr o m m a ki n g v er y littl e t o o v er £ 1 0 0, 0 0 0 p er m o nt h . i n 
pr ofit.  

8 8 1.  B y l at e  O ct o b er  2 0 1 5 , Mr C ar el ess  h a d s et a t ar g et of £ 1. 5 milli o n gr oss r e c ei pt s i nt o 
L C F b y t h e e n d of  N o v e m b er  2 0 1 5.  

8 8 2.  B y mi d -N o v e m b er  2 0 1 5, h e s t at e d t h at £ 2 milli o n f or t h at m o nt h w as b e c o mi n g “ a 
disti n ct p ossi bilit y ”.  

Gr o wt h i n pr ofits f or S ur g e  
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8 8 3.  S elli n g L C F ’s b o n ds w as e xtr e m el y pr ofit a bl e f or S ur g e  fr o m a n e arl y st a g e. T he p a c e of 
pr o gr ess t o o k Mr C ar el es s  a n d his c oll e a g u es b y s ur pris e.  

8 8 4.  O n 2 2  S e pt e m b er 2 0 1 5  Mr  J o n es t ol d Mr C ar el e ss  t h at t h e y mi g ht r e a c h £ 2 6 0, 0 0 0 i n 
c o m missi o ns f or t h e m o nt h. Mr C ar el ess  r e pli e d, “ 2 0 0 k pr ofit f or o n e m o nt h … O h a n d 
w e ar e e m br y o ni c ”.  

8 8 5.  Mr C ar el ess  h o p e d t h at a hi g h l e v el of c o m missi o ns a n d pr ofits mi g ht e n a bl e hi m t o b u y 
a h eli c o pt er, p arti c ul arl y w h e n c o m bi n e d wit h ot h er b usi n ess i d e as . H e r ef err e d t o t hi s i n 
a n e m ail of 2 2 S e pt e m b er 2 0 1 5, “ 9 d a ys of s al es l eft t o o. Pl us,  I h a v e p e nsi o ns a n d b est 
s a vi n gs r at es. H ell o h eli c o pt er... ” .  

8 8 6.  O n 2 8  S e pt e m b er 2 0 1 5  Ms M a d d o c k of L C F t ol d Mr J o n es t h at L C F’s a c c o u nt w o ul d 
s h ortl y b e cr e dit e d wit h £ 1 7 0, 0 0 0 fr o m n e w b o n d h ol d ers. Mr J o n es f or w ar d e d t hi s t o Mr 
C ar el ess , a d di n g, “ T h at s h o ul d b e a n ot h er £ 4 7 k c o m m s t o m orr o w! ” Mr C ar el ess  w as 
e x cit e d a b o ut t hi s. H e f or w ar d e d t h e e m ail t o his f at h er, Mr P artri d g e , a n d Mr R o n a k 
P at el , a n ol d fri e n d.  

8 8 7.  O n 2 3  O ct o b er  2 0 1 5  Mr C ar el ess  t ol d Mr J o n es t h at if Mr R uss ell -M ur p h y  a n d his t e a m 
hit £ 1 milli o n i n s al es p er m o nt h, r es ulti n g i n £ 2 5 0, 0 0 0 i n c o m missi o ns, S ur g e  w o ul d 
m a k e a pr ofit of £ 2 0 0, 0 0 0 p er m o nt h. Mr J o n es a gr e e d i n pri n ci pl e b ut t h o u g ht t h at 
S ur g e ’s m o nt hl y e x p e n dit ur e w o ul d b e cl os er t o £ 6 5, 0 0 0 (r at h er t h a n £ 5 0, 0 0 0) (s o t h at 
S ur g e ’s m o nt hl y pr ofit w o ul d t h er ef or e b e £ 1 8 5, 0 0 0 r at h er t h a n £ 2 0 0, 0 0 0).  

8 8 8.  B y t h e e n d of J a n u ar y 2 0 1 6 S ur g e  h a d m a d e pr ofits of £ 3 5 3, 8 7 0 . Mr R uss ell -M ur p h y  a n d 
t h e ot h er s al es p e o pl e w or ki n g f or S ur g e  w er e hi g hl y s u c c essf ul  i n s elli n g L C F b o n ds t o 
m e m b ers of t h e p u bli c, g e n er ati n g s u bst a nti al c o m mi ssi o ns a n d pr ofits f or S ur g e .  

8 8 9.  O n 2 9  J a n u ar y 2 0 1 6  Mr J o n es pr o vi d e d Mr C ar el ess  wit h a n u p d at e. Mr C ar el ess  
f or w ar d e d it t o his f at h er, s a yi n g, “ F yi P o ps. £ 1 8 0 k c as h i n b a n k. £ 1 4 0 k c ert ai n n e xt 
w e e k. £ 3 5 0 k pr o b a bl y n e xt w e e k. F e b w e g o f or £ 1 m r e v e n u es a n d £ 6 5 0 k n et pr ofit ”.  

8 9 0.  O n 1 7  J u n e 2 0 1 6  Mr C ar el ess  s e nt a t e xt st ati n g, “ 5 6 k c o m m s. O n e f u c ki n g d a y … D u d e, 
w e ar e m a ki n g a f u c ki n g f ort u n e ” .  

8 9 1.  Mr C ar el ess  h a d s et a n e w g o al of £ 4 milli o n p er m o nt h ( “ [ w]e will hit o ur 4 milli o n g o al, 
it’s a c hi e v a bl e a n d w e ar e o n t ar g et. D o u bl e i n c o m e, b o n us es all r o u n d ”).  

8 9 2.  Mr R uss ell -M ur p h y  e m ail e d Mr C ar el ess  o n 1 6  M a y 2 0 1 7  t o s a y, “[m y] m ai n f o c us as 
al w a ys will b e t o p us h L C F, t hi s is o ur c as h c o w , a n d I w o n’t st o p u ntil t h e 4 m t ar g et is 
hit ” . Mr C ar el ess  a gr e e d wit h w h at Mr R uss ell -M ur p h y  h a d s ai d. H e r e pli e d, “I’ m wit h 
y o u! ” . 

8 9 3.  Mr C ar el ess  a p pr e ci at e d t h at t hi s s u c c ess w as l ar g el y d u e t o t h e d e al t h at Mr R uss ell -
M ur p h y  h a d n e g oti at e d f or t h e p a y m e nt of 2 5 % c o m missi o ns. H e s ai d t hi s t o Ms V e n n 
o n 1 0  A u g ust 2 0 1 6 , e x pl ai ni n g, “[ w]it h o ut J R M w e w o ul d n’t b e h er e t o d a y. H e i n cr e as e d 
c o m m s t o 2 5 %, it’s t h e m ai n f a ct or i n o ur c urr e nt s u c c ess ” . Mr J o n es t h o u g ht Mr R uss ell -
M ur p h y  w as o v er p ai d f or t h e w or k h e w as d oi n g. Mr C ar el ess  t ol d Mr J o n es i n a n e m ail 
of 3 0  N o v e m b er  2 0 1 6 t h at t h er e n e e d e d t o b e e q u alit y b et w e e n Mr C ar el es s ’s p a y m e nts 
a n d Mr R uss ell -M ur p h y ’ s, b e c a us e t h at is w h at Mr C ar el ess  h a d a gr e e d wit h Mr R uss ell -
M ur p h y  i n c o n n e cti o n wit h t h e 2 5 % c o m missi o ns.  
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8 9 4.  T h e gr o wt h of s al es i nt o 2 0 1 6 a n d 2 0 1 7 is d es cri b e d f urt h er b el o w. T h e c o m missi o ns 
p a y a bl e t o S ur g e  c o nti n u e d t o gr o w a n d S ur g e ’s pr ofit s c o nti n u e d t o i n cr e as e. Its 
a c c o u nts s h o w t h at i n t h e t w el v e m o nt hs t o 3 1  J a n u ar y 2 0 1 7  S ur g e  m a d e a p ost -t a x pr ofit 
of £ 2, 4 4 0, 6 8 0.  

8 9 5.  O n 1 1  M a y 2 0 1 7  Mr J o n es e m ail e d Mr C ar el ess  t o s a y t h at S ur g e  w as a v er a gi n g  n et 
pr ofit s of £ 8 0 0, 0 0 0 p er m o nt h a n d w as o n tr a c k f or n et pr ofit of £ 8 0 0, 0 0 0 f or M a y 2 0 1 7. 
H e s ai d t h at if S ur g e ’s t ot al s al es w er e t o r e a c h £ 9. 5 milli o n a m o nt h, S ur g e ’s pr ofit s 
“[ w o ul d] hit £ 1 m a m o nt h, wit h c osts pr ett y fi x e d at t h at p oi nt, a n yt hi n g o v er t h es e 
fi g ur es will tr a nsl at e dir e ctl y t o b ott o m-li n e pr ofit fi g ur es. A n yt hi n g w e ar e a bl e t o s h a v e 
fr o m c osts will als o dr o p dir e ctl y i n t o t h e b ott o m-li n e ”.  

8 9 6.  T h e L C F b o n ds w er e pr o vi n g t o b e m u c h e asi er t o s ell t h a n t h e Bl a c k m or e b o n ds. T h e 
f e e d er w e bsit es li k e B S R wer e b ei n g dir e ct e d t o L C F i nst e a d of Bl a c k m or e. Mr 
H ol d a w a y e x pl ai n e d i n a n e m ail o n 1 8  O ct o b er  2 0 1 7 , “ Wit h t hr e e f e e d er w e bsit es a n d 
o nl y a fi nit e a m o u nt of tr affi c I n e e d t o e ns ur e t h at w e ar e all o c ati n g tr affi c as effi ci e ntl y 
as p ossi bl e. O v er t h e l ast 6 m o nt hs w e h a v e l e a nt [ si c] L C F t h e v ast m aj orit y of tr affi c as 
Bl a c k m or e si m pl y w as n’t c o n v erti n g ” .  

8 9 7.  W h e n Mr H ol d a w a y pr o p os e d a n a dj ust m e nt t o t h e all o c ati o n of w e b tr affi c, Ms B al d o c k 
a gr e e d o n t h e b asis t h at “t h e m ai n ai m is t o g e n er at e t h e m a xi m u m a m o u nt w e c a n f or 
S ur g e as a gr o u p ” a n d “ L C F is t h e c as h c o w of t h e b usi n ess. ”  

8 9 8.  O n 2 9  J ul y 2 0 1 8  Ms B al d o c k t ol d h er c oll e a g u es t h at “ L C F [is] t h e c as h c o w t h at s u p p orts 
S ur g e a n d h as all o w e d t h e c o m p a n y t o gr o w t o w h er e it is t o d a y. ”  

8 9 9.  T h e d es cri pti o n of L C F a s a c as h c o w w as c urr e n c y wit hi n S ur g e.  

P a y m e nts t o G o o gl e a n d ot h ers  
9 0 0.  S ur g e ’s l ar g est si n gl e e x p e ns e w as t h e c ost of w h at is k n o w n as “ a d v ertisi n g ”  o n G o o gl e. 

P a y m e nts w er e m a d e t o e ns ur e t h at L C F w o ul d a p p e ar n e ar t h e t o p of r el e v a nt s e ar c h es.  
T h es e r a n t o m a n y milli o ns of p o u n ds.  
 

9 0 1.  S ur g e  als o p ai d f or a d v erti s e m e nts o n F a c e b o o k, alt h o u g h t hi s c ost w as r el ati v el y l o w i n 
c o m p aris o n t o t h e p a y m e nts t o G o o gl e.  

 
9 0 2.  T h er e w er e als o t h e c ost s of a d v ertis e m e nts f or L C F, as w ell as a d v ertis e m e nts f or t h e 

f e e d er sit es li k e B S R, w hi c h pr o m ot e d L C F a n d Bl a c k m or e.  

9 0 3.  T h e a d v ertis e m e nts o n G o o gl e a n d F a c e b o o k w er e p ai d f or vi a a n ot h er c o m p a n y, 
R P Di git al S er vi c es Li mit e d ( “ R P Di git al ”), w hi c h h a d b e e n s et u p b y Mr C ar el ess  a n d his 
fri e nd, Mr R o n a k P at el (t h e R P i n its n a m e) . It w as c o ntr oll e d b y Mr C ar el ess  a n d Mr 
J o n es .  

9 0 4.  R P Di git al p ass e d t h es e c ost s o n t o S ur g e , wit h a m ar k -u p. T his l e d t o p a y m e nts of 
a d diti o n al s u ms t o Mr C ar el ess , Mr J o n es a n d Ast o n B e c k w ort h Li mit e d ( “ Ast o n 
B e c k w ort h ”), a n ot h er  c o m p a n y o w n e d a n d c o ntr oll e d b y Mr C ar el ess .  

9 0 5.  R P Di git al’s b a n k st at e m e nts s h o w t h at t h e r e c ei pts fr o m S ur g e  e x c e e d e d t h e p a y m e nts 
t o G o o gl e a n d ot h er c o m p a ni es. T h e b a n k st at e m e nts fr o m 5 D e c e m b er 2 0 1 5  t o 4  M a y 
2 0 1 6  s h o w t h at R P Di git al p ai d m ost of t hi s s ur pl us t o Mr C ar el ess  a n d Mr J o n es. T h e 
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b a n k st at e m e nts fr o m  5  J u n e 2 0 1 6  t o 1 4 A u g ust 2 0 1 8  s h o w t h at R P Di git al als o p ai d 
l ar g e p art of t h e s ur pl us t o Ast o n B e c k w ort h.  

9 0 6.  T h e s u ms p ai d b y S ur g e  t o R P Di git al w er e n ot c al c ul at e d o n an y  pr e cis e b asis. T h er e 
d o es n ot s e e m t o h a v e b e e n a n y st a n d ar d m ar k -u p.  

9 0 7.  T h e w a y t h e a c c o u nt of R P Di git al w as r u n b y Mr J o n es is s h o w n i n a n e m ail h e s e nt t o 
his s o n, Mr N e w m a n -J o n es, o n  3  A u g ust 2 0 1 7 , t o pr o vi d e g ui d a n c e w hil e h e w as a w a y. 
T h e a c c o u nt w as us e d t o p a y e x p e ns es a n d w a s t o p p e d u p as a n d w h e n n e e d e d b y 
d eli v eri n g i n v oi c es t o S ur g e . I n a n e m ail of 1 5 A u g ust 2 0 1 6 Mr N e w m a n-J o n es e x pl ai n e d 
t o Mr J o n es t h at h e h a d s e nt Mr C ar el ess  £ 3 0 k fr o m R P  Di git al ’s a c c o u nt t h e pr e vi o us 
d a y f or his c ar, s o h e h a d t o p p e d R P  Di git al  u p wit h £ 3 0 k fr o m S ur g e.  

T h e r ef er e n c e t o M a d off  

9 0 8.  R et ur ni n g t o e v e nts i n l at e 2 0 1 5, Mr C ar el ess  t e xt e d Mr J o n es o n 2 7 O ct o b er  2 0 1 5  s a yi n g 
t h at, “ M ar k t hi n ks S p e n c er [ G ol di n g] is M a d d off [ si c]. ” M ar k w as Mr P artri d g e.  B er n ar d  
M a d of f r a n a n ot ori o us P o n zi s c h e m e. 

9 0 9.  Mr C ar el ess  s ai d i n or al e vi d e n c e t h at t his w as a j o k e, m a d e o v er a dri n k.   

9 1 0.  H e als o s ai d, a n d r e p e at e d  t h e p oi nt m a n y ti m es, t h at Mr P artri d g e w as w ell-k n o w n f or 
his c y ni cis m a n d c o ul d fi n d f a ult a n y w h er e. I n cl osi n g, t h e S ur g e D ef e n d a nts r ef err e d t o 
s o m e e m ails w hi c h, t h e y s ai d, s h o w e d Mr P artri d g e’s g e n er al c y ni cis m.  

9 1 1.  I fi n d as f oll o ws. 

i. Mr P artri d g e’s c o m m e nt w as p artl y a j o k e . B ut it w o ul d o nl y h a v e b e e n f u n n y if 
Mr P artri d g e h a d t h o u g ht it h a d s o m e tr ut h i n it. Mr C ar el ess  t o o k it s eri o usl y 
e n o u g h t o r el a y Mr P artri d g e’s c o m m e nt t o Mr J o n es.  

ii. Mr C ar el ess  s ai d i n his or al e vi d e n c e a b o ut t hi s e pis o d e t h at w hil e “t h e i n d ustr y 
w as a w as h wit h  … u n us u al pr o d u cts ”, L C F w as “ u si n g P w C ” a n d “ b arrist er s fr o m 
L e wis Sil ki n ” . B ut at t he d at e  of Mr P artri d g e ’s c o m m e nt, P w C h a d n ot c o n d u ct e d  
a n  a u dit  a n d Mr C ar el ess h a d n o t m et a n y o n e at L e wis Sil ki n . T his e vi d e n c e w as 
c o nf us e d.  

iii. Mr P artri d g e’s c o m m e nt w as n ot fr e e of c o nt e xt.  H e h a d alr e a d y q u eri e d L C F’s 
b usi n ess m o d el its s ust ai n a bilit y  i n li g ht of t h e 2 5 % f e es. 

i v. Mr C ar el ess e x pl ai n e d i n his e vi d e n c e t h at h e w as s c e pti c al g e n er all y ( as h e p ut it 
“ c y ni c al ”) a b o ut t h e u nr e g ul at e d b o n d i n d ustr y (s e e a b o v e) a n d t h er e is n ot hi n g t o 
s u g g est t h at h e w as r e m ot el y s ur pris e d b y Mr P artri d g e’s r e m ar k.  It e c h o e d his o w n 
t h o u g ht s. 

v.  Mr C ar el ess w as als o a w ar e b y t hi s st a g e t h at t h e i nt er est r at es b ei n g off er e d b y 
L C F t o it s i n v est ors w er e f ar hi g h er t h a n t h os e of f er e d b y c o m p etit ors  (s e e f urt h er 
b el o w) . 

vi.  Mr C ar el ess t h o u g ht (f or t h e r e as o ns alr e a d y gi v e n) t h at Mr G ol di n g w as t h e 
ulti m at e c o ntr oll er of L C F.  H e k n e w t h at Mr G ol di n g w as i nt er est e d i n t h e 
c o m p a ni es w hi c h h a d b orr o w e d  fr o m L C F. A c o m m o n f e at ur e of a P o n zi s c h e m e 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 3 5  
 

is t h at i n v est ors’ f u n ds ar e us e d f or t h e p ers o n al b e n efit of t h e p e o pl e r u n ni n g t h e 
s c h e m e ; as w ell as n e w m o n e y b ei n g r ais e d t o p a y e xisti n g i n v est ors. 

vii.  S u bs e q u e nt e m ail s s h o w Mr C ar el ess a n d Ms V e n n usi n g t h e t er m “ P o n zi ” , w hi c h 
s h o ws t h at it w as s o m et hi n g t h e y c o nti n u e d t o dis c uss aft er 2 7  O ct o b er  2 0 1 5  (s e e 
b el o w) . As e x pl ai n e d b el o w, t h e y di d n ot tr e at t h e P o n zi i ss u e as a j o k e.  

9 1 2.  M or e g e n er all y I r ej e ct t h e r e p e at e d r efr ai n of Mr C ar el ess’s e vi d e n c e t h at  e v er yt hi n g Mr 
P artri d g e s ai d w as s h ot t hr o u g h wit h c y ni cis m.  T h e ot h er e m ails r eli e d o n b y t h e S ur g e 
D ef e n d a nts i n cl osi n g i n f a ct s h o we d  t h at Mr P artri d g e g a v e c o nsi d er e d a d vi c e t o Mr 
C ar el ess  ( e v e n if h e s o m eti m es us e d j o k es). Mr C ar el ess d es cri b e d hi m as a tr ust e d l o n g -
t er m a d vis er. 

9 1 3.  I fi n d t h at Mr C ar el ess  g e n er all y tr ust e d Mr P artri d g e’s j u d g m e nt  a n d di d n ot dis miss his 
c o m p aris o n of Mr G ol di n g a n d B er ni e M a d off li g htl y. B y t hi s d at e at t h e l at est, Mr 
C ar el ess h a d s eri o us c o n c er ns a b o ut t h e i nt e grit y of L C F, b ut t h at h e w as t o o attr a ct e d 
b y t h e pr os p e cts of m a ki n g m o n e y t o as k q u esti o ns.  

F urt h er m ar k eti n g i n l at e  O ct o b er  2 0 1 5   

9 1 4.  Ms V e n n wr ot e a n e m ail o n 2 9  O ct o b er  2 0 1 5 t o Mr T h o ms o n,  Mr I n g h a m a n d ot h ers 
s a yi n g t h at t h e t h e m e t he y s h o ul d pr es e nt i n t h e s al e lit er at ur e w as s o m et hi n g s u bst a nti al, 
s af e a n d s e c ur e. L C F s h o ul d b e s ol d as a f i n a n ci al instit uti o n, v erifi e d b y tr ust e d, 
r e g ul at e d, i n d e p e n d e nt b o di es.  

S u g g esti o ns i n w e b c h ats t h at L C F’s r at es w er e t o o g o o d t o b e tr u e 

9 1 5.  As e x pl ai n e d a b o v e, Mr C ar el ess , Ms V e n n a n d Mr J o n es r a n w w w.i n v est m e nt -e x p erts -
o nli n e. c o. u k. S o m e m e m b ers of t h e p u bli c as k e d q u esti o ns o n t hi s sit e a b o ut L C F, 
i n cl u di n g w h et h er t h e e xtr e m el y hi g h r at es of i nt er est m e a nt t h at L C F w a s t o o g o o d t o 
b e tr u e.  

9 1 6.  F or i nst a n c e, o n 7 D e c e m b er 2 0 1 5  a m e m b er of t h e p u bli c s u b mitt e d a n e n q uir y: “ H o w 
s af e is y o ur m o n e y i n a n i n v est m e nt b o n d, s u c h as t h os e off er e d b y L o n d o n C a pit al a n d 
Fi n a n c e. T h e y ar e off eri n g 8 % p. a. o n a t hr e e-y e ar fi x e d r at e b o n d. Ar e t h es e fi g ur es t o o 
g o o d t o b e tr u e ? ” T his w as r e c ei v e d b y Mr C ar el e ss , Mr R uss ell -M ur p h y , Ms V e n n a n d 
Mr J o n es . Mr C ar el ess  s ai d, “ V er y i nt er esti n g ”. H e f or w ar d e d it t o Mr P artri d g e a n d his 
fri e n d Mr P at el. I fi n d t h at h e di d s o b e c a us e h e t h o u g ht it w as a s eri o us p oi nt. 

9 1 7.  O n 1 5  D e c e m b er 2 0 1 5  a n ot h er m e m b er of t h e p u bli c as k e d: “ L o n d o n C a pit al a n d Fi n a n c e 
ar e d oi n g a t hr e e-y e ar b o n d wit h a n 8 % i nt er est r at e, d o es t hi s s e e m t o o g o o d t o b e tr u e ? 
Is t hi s a r e p ut a bl e c o m p a n y wit h fi n a n ci al e q uit y i n t h e e v e nt of g oi n g b ust, as I wis h t o 
i n v est a l ar g e s u m. Will m y m o n e y b e s af e ? ”. A g ai n, t hi s w as r e c ei v e d b y Mr C ar el ess , 
Mr R uss ell -M ur p h y , Ms V e n n a n d Mr J o n es .  

9 1 8.  L C F’s r at es of i nt er est h a d i n d e e d c a us e d a pr o bl e m w h e n s etti n g u p B S R, as Ms V e n n  
e x pl ai n e d t o Mr C ar el ess , Mr J o n es  a n d ot h ers o n 2 3  S e pt e m b er 2 0 1 5 : 

“ 1. Y o u will n ot e t h at L C F is o nl y li st e d i n t h e 1 y e ar b o n d 
o pti o n.  

2. T h e r at e is 2. 7 %.  
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3. T h e mi ni m u m b al a n c e is £ 2 k.  

W h y ?  

1. W e c urr e ntl y s ell t h e 2 y e ar b o n d f or 8. 5 % t h e a v er a g e 2 y e ar 
b o n d i n t h e c o m p aris o n t a bl e off ers 2 %. I w as f a c e d wit h a 
dil e m m a: I c o ul d n ot p ut 8. 5 % n e xt t o 2 % a n d r e m ai n cr e di bl e. I 
c o ul d n ot off er a 2 y e ar o pti o n cl os e t o 2 % b e c a us e a n y cli e nt 
g oi n g  t o t h e L C F w e bsit e w o ul d s e e t h at it is b ei n g m ar k et e d at 
8. 5 %. T h er ef or e w e will o nl y off er t h e 2 y e ar b o n d vi a a n 
assi st e d s al e f or 8. 5 % ( b usi n ess as us u al) w e will o nl y off er a 1 
y e ar b o n d ( 2. 7 %) vi a t h e h a n ds fr e e o nli n e s al e.  

2. I h a v e pr o p os e d a r at e of 2. 7 % t o L C F b e c a us e it is hi g h er t h a n 
–  b ut still i n li n e wit h –  t h e c o m p etiti o n. 8. 5 % w o ul d st a n d o ut 
li k e a s or e t h u m b n e xt t o 2 %.”  

9 1 9.  Ms V e n n p ut t o g et h er a t a bl e f or t h e w e bsit e , r a n ki n g t h e b est pr o d u cts b y i nt er est r at e. 
T h e hi g h est i nt er est r at e a p art fr o m L C F w as 2. 1 %.  

9 2 0.  I n his or al e vi d e n c e, Mr C ar el ess  a c k n o wl e d g e d t h at t o i n cl u d e L C F’s 8. 5 % b o n d o n t hi s 
sit e w o ul d n ot h a v e b e e n cr e di bl e . H e r ef us e d h o w e v er t o a c c e pt t h at t h e i nt er est r at e 
off er e d b y L C F w as n ot cr e di bl e . H e s ai d, i m pl a usi bl y , t h at t h er e w er e l ot s of ot h er 
l e n d ers off eri n g hi g h r at e s f or e q ui v al e nt pr o d u cts . I fi n d t h at is i m pr o b a bl e b e c a us e Ms 
V e n n w o ul d si m pl y h a v e li st e d t h e m o n B S R  t o a v oi d t h e pr o bl e m. H e als o s u g g est e d 
t h at t h e r e as o n t h es e ot h er pr o d u cts w er e n ot i n cl u d e d o n B S R w as t h at t h e y w er e n ot 
p a yi n g a f e e t o b e li st e d. I r ej e ct t hi s t o o b e c a us e t h er e w er e pr o d u cts w hi c h w er e li st e d 
fr o m pr o vi d ers w h o di d n ot p a y f e es. I f o u n d Mr C ar el ess’s a ns w ers o n t hi s p oi nt t o b e 
e v asi v e a n d u n c o n vi n ci n g.  I fi n d t h at h e w as tr o u bl e d b y t h e hi g h r at es of i nt er est a n d 
t h o u g ht t h e y mi g ht b e t o o g o o d t o b e tr u e.  

9 2 1.  O n 2 5  N o v e m b er  2 0 1 5  Ms V e n n o bs er v e d i n a n e m ail t o Mr C ar el ess  a n d ot h ers t h at 
L C F “ p a ys a si g nifi c a ntl y hi g h er r at e b y c o m p ari s o n ” wit h t h e ot h er li sti n gs o n B S R o n 
t h e 3 -y e ar  p a g e . S h e s ai d, “ C o ul d b e a p ositi v e a n d c o ul d b e a n e g ati v e ”. T h e L C F b o n d 
w as off eri n g 8 %; t h e ot h er li sti n gs o n B S R at t h at ti m e w er e p a yi n g i nt er ests r at es of 
4. 4 %, 2. 5 %, 2. 4 4 %, 2. 4 %, 2. 3 %, 2. 7 5 % a n d 3 % p er a n n u m . 

9 2 2.  M e m b ers of t h e p u bli c c o nti n u e d t o s u b mit e n q uiri es o n w w w.i n v est m e nt -e x p erts -
o nli n e. c o. u k as ki n g if L C F w as “t o o g o o d t o b e tr u e ”. S o m e m e m b ers of t h e p u bli c w h o 
h a d l e ar nt a b o ut L C F o n B S R w o ul d t h e n as k w w w.i n v est m e nt -e x p erts -o nli n e. c o. u k 
w h et h er it w as l e giti m at e: “I a m t hi n ki n g of i n v esti n g £ 1 0, 0 0 0 wit h L C F i n a pr ot e ct e d 
b o n d. T h e i nt er est f or o n e y e ar is 3. 9 % a n d 6. 5 % f or t w o y e ars. T his s e e ms v er y hi g h 
c o m p ar e d wit h ot h er r a t e s o n off er. H o w s af e is m y i n v est m e nt ? ”  

9 2 3.  Mr C ar el ess  w as a w ar e of t h es e i n q uiri es  as t h e y w er e f or w ar d e d t o hi m . E q u all y, 
m e m b ers of t h e p u bli c r e g ul arl y s o u g ht t o c o nt a ct L C F, as ki n g w h et h er it w as “t o o g o o d 
t o b e tr u e ”; t h eir q u eri es w e nt t o S ur g e . Tr a ns cri pts of t h eir o nli n e c o n v ers ati o ns w er e 
s e nt t o Mr C ar el ess  a n d  Ms V e n n .  

9 2 4.  I fi n d fr o m t hes e v ari o us e m ail s t h at fr o m S e pt e m b er 2 0 1 5 o n w ar ds, Mr C ar el ess  t h o u g ht 
t h at t h e i nt er est r at es b ei n g off er e d b y L C F f or s o m e of it s pr o d u cts w er e e xtr e m el y  hi g h 
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c o m p ar e d t o t h e c o m p etiti o n ; a n d t h at ( gi v e n his g e n er al b a c k gr o u n d s c e pti cis m a b o ut 
mi ni -b o n ds) t his w as a n o b vi o us r e as o n f or c o n c er n  a b o ut L C F’s l e giti m a c y .  

N o i nf or m ati o n a b o ut L C F’s b orr o w ers   

9 2 5.  L C F w as pr es e nt e d as a l e n d er t o t h e S M E s e ct or. B ut i t n e v er s ai d a n yt hi n g a b o ut t h e 
i d e ntit y of its b orr o w ers. T his w as o n its f a c e s ur prisi n g si n ce a g e n ui n e l e n d er i n L C F’s 
p ositi o n w o ul d b e e x p e ct e d t o b olst er t h e s oli dit y of it s off er t o i n v est ors b y gi vi n g d et ails 
of at l e ast s o m e of it s b orr o w ers .  

9 2 6.  S ur g e c ert ai nl y t h o u g ht t h at gi vi n g s o m e i nf or m ati o n a b o ut b orr o w ers, if o nl y i n t h e f or m 
of c as e st u di es, w o ul d b e a v al u a bl e m ar k eti n g t o ol. T h e y r e p e at e dl y s o u g ht t o p ers u a d e 
Mr T h o ms o n t o s u p pl y s u c h d et ails.  

9 2 7.  T his p art of t h e hist or y r e q uir es a r e visit t o t h e e v e nts of J ul y 2 0 1 5. O n 1 6  J ul y 2 0 1 5 , Ms 
V e n n  e m ail e d Mr R uss ell -M ur p h y  t o s a y t h at s h e w as: 

“tr yi n g t o b uil d a pi ct ur e of t h e s u c c ess [ a n d] s elli n g p oi nt s of 
t h e b usi n ess a n d al w a ys li k e t o l e a d wit h f a cts a n d fi g ur es as 
t h es e i n cr e as e cr e di bilit y, it w o ul d h el p t o k n o w: H o w m a n y 
( a p pr o xi m at e fi g ur e) l o a ns t o d at e, h o w m a n y d ef a ult s, t y p e of 
l o a n i. e. f or w h at p ur p os e, a v er a g e t er m, i nt er est r at e (I b eli e v e 
it is arr a n g e d a c c or di n g t o ris k l e v el, pl e as e el a b or at e), Si z e of 
c o m p a ni es b orr o wi n g ? ”  

9 2 8.  S h e r e q u est e d c as e st u di es a n d t esti m o ni als fr o m b orr o w ers. Mr R uss ell -M ur p h y  
f or w ar d e d h er e m ail t o Mr T h o ms o n . H o w e v er, Mr T h o ms o n di d n ot pr o vi d e a n y of t h e 
r e q u est e d i nf or m ati o n a b o ut L C F’s b orr o w ers.  

9 2 9.  O n 2 0  J ul y 2 0 1 5  Mr R uss ell -M ur p h y  s e nt a c h as i n g e m ail t o Mr T h o ms o n . H e r e pli e d 
(c c. Mr B ar k er  a n d Mr G ol di n g ) t o s a y t h at h e w as w or ki n g o n it b ut di d n ot r es p o n d 
f urt h er.  

9 3 0.  O n 2 9  J ul y 2 0 1 5  Ms V e n n r e v ert e d t o Mr T h o ms o n  a b o ut t his s u bj e ct : 

“ R e a di n g a b o ut h o w Mr X –  fr o m a r e al c o m p a n y t h at t h e y c a n 
s e e o n t h e i nt er n et –  w a s a bl e t o b e n efit fr o m fi n a n c e t h at t h e 
b a n k r ef us e d a n d it e n a bl e d hi m t o p ur c h as e st o c k / t a k e 
a d v a nt a g e of o p p ort u niti es t h at r es ult e d i n hi m i n cr e asi n g his 
t ur n o v er b y 2 5 %, et c … G o o d s u c c ess st ori es r e all y h el p t o s ell 
t h e b o n d b e c a us e i n v est ors c a n s e e t h e a ct u al n e e d a n d r es ult s ”. 

9 3 1.  Mr T h o ms o n di d n ot pr o vi d e t h e r e q u est e d i nf or m ati o n. Ms V e n n m e nti o n e d it a g ai n o n 
3 0  J ul y 2 0 1 5 . H e still di d n ot pr o vi d e it.  

9 3 2.  Ms V e n n als o dis c uss e d t his i ss u e wit h Mr G ol di n g .  

9 3 3.  O n 1 3  O ct o b er  2 0 1 5  Ms V e n n  e m ail e d Mr G ol di n g , c c. Mr R uss ell -M ur p h y : “ S p e n c er, 
As dis c uss e d, I h a v e b e e n w aiti n g f or t h e C as e St u di es f or s o m e ti m e. I h a d a l o o k b a c k 
t hr o u g h m y e m ail s a n d c a n s e e I first r e q u est e d t his o n t h e 2 9t h J ul y ”. N ot hi n g c a m e.  
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9 3 4.  A r el at e d iss u e t h at w as c a usi n g S ur g e c o n c er n at t his ti m e w as t h e a bs e n c e of a l e n di n g 
p a g e o n L C F’s w e bsit e.  T h er e w as n ot hi n g t o gi v e cr e d e n c e t o t h e i d e a t h at pr os p e cti v e 
b orr o w ers c o ul d a p pl y t o L C F f or a l o a n. T his u n d er mi n e d L C F’s cr e di bilit y.  

9 3 5.  S ur g e  t h er ef or e cr e at e d a pl a usi bl e -l o o ki n g l e n di n g p a g e. Mr Es pi n o z a of S ur g e  d esi g n e d 
a l e n di n g p a g e f or L C F’s w e bsit e . Mr R uss ell -M ur p h y  pr o vi d e d c o m m e nts o n it .  

9 3 6.  Mr C ar el ess  s ai d  i n a n e m ail of 1 4 J a n u ar y 2 0 1 6 t o Ms V e n n a n d ot h ers ( c c. Mr 
P artri d g e) , “[ w]e n e e d t h e l e n di n g p a g e o n L C F g oi n g li v e a n d wit h it w e n e e d t o a d d 
w h at a n or m al c o m p a n y w e w o ul d l e n d t o l o o k li k es. i. e. £ 1 0 m t ur n o v er; l o o ki n g f or 
£ 5 0 0 k o v er 6 m o nt hs; C o m p a n y h as £ 4 m i n C o m p a n y Ass ets f or pr ot e cti o n of o ur l o a n ” .  

9 3 7.  T h e  l e n di n g p a g e ( e v e n t h at cr e at e d b y S ur g e) n e v er a ct u all y w e nt li v e.  

9 3 8.  Mr C ar el ess  t h us k n e w t h at t h er e w er e n o d et ails of l e n d ers a n d n o l e n di n g p a g e. H e 
b eli e v e d it t o b e i n L C F’s i nt er ests t o pr o vi d e s o m e c as e st u di es a n d t o h a v e a l e n di n g 
p a g e. T h e f ail ur e t o gi v e t hi s i nf or m ati o n a n d s et u p a p a g e w er e f urt h er r e as o ns f or 
c o n c er n a b o ut L C F’s i nt e grit y w h et h er L C F w as c o n d u cti n g a g e n ui n e l e n di n g b usi n ess 
t o S M Es.  

T h e d e cisi o n t o u n d ert a k e l i g ht t o u c h d u e dili g e n c e 

9 3 9.  I n D e c e m b er 2 0 1 5 Mr C ar el ess  d e ci d e d  t h at Mr P artri d g e s h o ul d c o n d u ct s o m e d u e 
dili g e n c e i nt o L C F.  

9 4 0.  T o r e c a p, b y t hi s st a g e Mr C ar el ess  t h o u g ht t h e 2 5 % c o m missi o n w as “ h u g e ”;  Mr 
P artri d g e t h o u g ht it w as “ i ns a n e” a n d p ossi bl y u ns ust ai n a bl e; Mr P artri d g e h a d m a d e t h e 
c o m p aris o n wit h B er n ar d M a d off; v ari o us m e m b ers of t h e p u bli c h a d s ai d t h e i nt er est 
r at es a p p e ar e d t o o g o o d t o b e tr u e; Ms V e n n h a d s ai d t h at t h e i nt er est r at es c o ul d n ot 
cr e di bl y b e li st e d al o n gsi d e t h os e of c o m p etit ors; Mr T h o ms o n h a d f ail e d d es pit e r e q u ests 
t o pr o vi d e a n y d et ail s of b orr o w ers; S ur g e h a d i d e ntifi e d t h e a bs e n c e of a n L C F l e n di n g 
p a g e; a n d Mr C ar el ess  t h o u g ht t h at Mr G ol di n g , w h o w as n ot a dir e ct or, w as i n c o ntr ol 
of L C F a n d w as i nt er est e d i n t h e b orr o w i n g c o m p a ni es. T h e o nl y d u e dili g e n c e t h at S ur g e 
h a d u n d ert a k e n w as t h e r u di m e nt ar y G o o gl e s e ar c h es i n F e br u ar y 2 0 1 5 b ef or e t h e first 
m e eti n g.  M or e o v er, as Mr C ar el ess e x pl ai n e d  i n e vi d e n c e, t h e y ( Mr C ar el ess, Mr 
P artri d g e a n d Ms V e n n) w er e g e n er all y c y ni c al ( i. e. s c e pti c al) a b o ut t h e u nr e g ul at e d 
mi ni -b o n d m ar k et.  

9 4 1.  O n 8 D e c e m b er 2 0 1 5  Mr C ar el ess  e m ail e d Mr P artri d g e  t o dis c uss t h e i d e a of c o n d u cti n g 
s o m e li g ht -t o u c h d u e dili g e n c e o n L C F:  

“I c o ul d n’t g et h ol d of S p e n c er l ast ni g ht b ut will d o t o d a y. I 
h a v e a pl a n t o m a k e t h e n e c essit y of t h e D D s e e m m or e r u n-of -
t h e-mill a n d l ess h oll y -s hit -t hi s-b ett er -n ot -b e -a -p o n zi. Ill 
b asi c all y s a y t h at as S p e n c er is l o o ki n g t o r e vis e a n off er t o b e 
i n v ol v e d e x cl usi v el y wit h us i n o n e w a y or a n ot h er w e w a nt t o 
r u n s o m e D D t o m a k e t h e pr o c ess e asi er d o w n t h e li n e. 

S p e n c er d o es n’t li k e g etti n g e m ail s. I k n o w, I k n o w.  
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B ut y o u will b e g etti n g a n i ntr o e m ail t o A n d y T h o ms o n l at er. I 
w o ul d st art wit h a c all wit h hi m t o g et a n o v er vi e w b ef or e y o u 
r e q u est t h e e vi d e n c e y o u n e e d.”  

9 4 2.  Mr C ar el ess  s ai d i n or al e vi d e n c e t h at h e w as p er s u a d e d b y Mr P artri d g e t h at s o m e d u e 
dili g e n c e w as r e q uir e d. T h e e m ail  pl ai nl y f oll o ws e arli er dis c ussi o ns b et w e e n t h e m .  

9 4 3.  Mr C ar el ess s ai d i n e vi d e n c e t h at n ot hi n g s h o ul d b e m a d e of t h e r ef er e n c e t o t h e 
p ossi bilit y of a P o n zi s c h e m e  a n d c all e d it a c oll o q ui al, t hr o w a w a y , c o m m e nt . His 
c o u ns el a d v a n c e d t h e s a m e ar g u m e nt i n cl osi n g. H o w e v er , it is s h ort h a n d f or a fr a u d ul e nt 
i n v est m e nt s c h e m e; a n d it w as his c o m m e nt. Mr P artri d g e h a d alr e a d y dr a w n t h e M a d off 
c o m p aris o n. It is  pr o b a bl e t h at t h e y h a d dis c uss e d t h e r e al p ossi bilit y of L C F b ei n g a 
P o n zi s c h e m e . T his c o n cl usi o n is r ei nf or c e d b y t h e f a ct t h at Mr C ar el ess h a d cl e arl y 
gi v e n t h o u g ht t o a w a y of s w e et e ni n g t h e n e e d f or d u e dili g e n c e b y s a yi n g t h at it ar os e 
fr o m t h e dis c ussi o ns a b o ut t h e e x cl usi vit y a gr e e m e nt. H e r e c o g nis e d  t h at d u e dili g e n c e 
w as n e e d e d. Mr C ar el es s  i n d e e d a c c e pt e d i n his or al e vi d e n c e t h at h e w o ul d n ot h a v e 
t h o u g ht d u e dili g e n c e w as n e c ess ar y u nl ess t h er e w as a r e al ris k t h at s o m et hi n g c o ul d b e 
wr o n g i n L C F . I t h er ef or e r ej e ct t h e s u g g esti o n t h at t hi s w as a m er e j o k e or t hr o w a w a y 
r e m ar k. 

9 4 4.  At a n ot h er p oi nt i n his e vi d e n c e , Mr C ar el ess  s ai d of t h e “ P o n zi ”  all usi o n i n t hi s e m ail 
t h at h e w as i n a n i n d ustr y w hi c h w as r e n o w n e d f or h a vi n g pr o d u cts w hi c h w er e n ot v er y 
g o o d. I n ot h er w or ds, t hi s w as p art of a br o a d er c o n c er n  wit h mi ni -b o n ds . T his s u p p orts 
t h e vi e w t h at h e a n d Mr P artri d g e h a d a r e al c o n c er n b y l at e 2 0 1 5 t h at L C F mi g ht w ell 
b e a fr a u d ul e nt s c h e m e . 

9 4 5.  Mr C ar el ess  als o a c c e pt e d i n or al e vi d e n c e t h at t o est a blis h t h at L C F w as n ot a P o n zi 
s c h e m e, S ur g e n e e d e d t o k n o w h o w t h e u n d erl yi n g ass et s p erf or m e d , a n d h o w t h e 
b o n d h ol d ers’ c o u p o n a n d S ur g e’s f e e w o ul d b e p ai d.  

9 4 6.  Mr C ar el ess  e m ail e d M r P artri d g e (c c. Mr R uss ell -M ur p h y ) a b o ut t his i ss u e a g ai n o n 1 0 
D e c e m b er 2 0 1 5  t o s a y, “[ w]e n e e d t o c o n d u ct t hi s D D wit h a li g ht t o u c h ” . I n or al 
e vi d e n c e, Mr C ar el ess  s ai d t h at h e di d n ot w a nt t o j e o p ar dis e S ur g e ’s 2 5 % c o m missi o n 
or t o c a us e Mr T h o ms o n or Mr G ol di n g  t o g et a n n o y e d wit h hi m, as t h e y mi g ht d o if h e 
as k e d a w k w ar d q u esti o ns. H e w a nt e d t o m ai nt ai n t h e c o m m er ci al r el ati o ns hi p.  

9 4 7.  M r P artri d g e r e pli e d o n 1 0  D e c e m b er 2 0 1 5 s a yi n g , “[i]f t h e y h a v e n ot hi n g t o hi d e, t h e y 
s h o ul d n’t b e c o n c er n e d a b o ut D D ” . Mr C ar el es s  a c c e pt e d i n or al e vi d e n c e t h at his 
c o n c er ns t h at Mr T h o ms o n or Mr G ol di n g  w o ul d o nl y b e li k el y t o g et a n n o y e d b y d u e 
dili g e n c e if t h e y di d i n d e e d h a v e s o m et hi n g t o hi d e. I fi n d t h at Mr C ar el ess  h a d r e al 
c o n c er ns  t h at t h er e mi g ht b e s o m et hi n g wr o n g wit h L C F b ut  w a nt e d t o a v oi d j e o p ar disi n g 
S ur g e ’s c o m missi o ns. 

9 4 8.  Mr P artri d g e s ai d i n t h e s a m e e m ail  of 1 0 D e c e m b er 2 0 1 5 :  

“ T h e b ett er n e ws is t h at L C F h a v e n o w h a d t o b e a u dit e d as t h e y 
ar e a pl c.  

B ut f or s o m e r e as o n t h e y r e p ort e d a si n gl e m o nt h p eri o d 
s h ort e ni n g t h eir y e ar e n d fr o m M ar c h 2 0 1 6 t o A pril 2 0 1 5 ? ? ?  
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T h e w ors e n e ws is  

All t h eir l o a n b o o k is l e nt t o T h o ms o n’s c o m p a n y! T his l o a n ( or 
s o m e of it n ot cl e ar) w a s t h e n s hift e d t o I nt er n ati o n al R es orts 
Gr o u p, a c o m p a n y t h at T h o ms o n us e d t o b e a dir e ct or f or.  

S o it c o ul d b e t h at t h e li a biliti es n o w h a v e n o ass et s t o b a c k t h e m 
u p.  

It m a y all b e i n n o c e nt b ut i s v er y c o n vol ut e d. ”  

9 4 9.  Mr C ar el ess  k n e w fr o m his m e eti n g wit h Mr G ol di n g  a n d Mr H u m e -K e n d all  i n F e br u ar y 
2 0 1 5 t h at I nt er n ati o n al R es orts Gr o u p w as c o n n e ct e d wit h t h e  t w o of t h e m. It h a d b e e n 
d es cri b e d as “ b asi c all y a l a n d b a n k ” . H e a c c e pt e d i n his or al e vi d e n c e t h at a l a n d b a n k 
w o ul d n ot m a k e pr ofit s . H e n c e , Mr C ar el ess k n e w t h at L C F’s o nl y l o a n w as t o a l a n d-
b a n k b usi n ess w hi c h w as n ot g e n er ati n g pr ofit s . H e k n e w t h at it w as c o n n e ct e d wit h Mr 
H u m e -K e n d all  a n d Mr G ol di n g . H e k n e w t h at L C F w as h a vi n g t o p a y b o n d h ol d ers t h eir 
c o u p o n a n d S ur g e ’s c o m missi o n. I fi n d t h at t his is w h y Mr P artri d g e d es cri b e d it as “t h e 
w ors e n e ws ” a n d t h at t hi s w as a n ot h er w orr yi n g d e v el o p m e nt. I fi n d t h at it is li k el y t h at 
Mr C ar el ess dis c uss e d t h es e m att ers wit h Mr P artri d g e a n d Ms V e n n.  

9 5 0.  I n his e vi d e n c e, Mr C ar el ess s ai d t h at  his pri m ar y f o c us w as t h e v al u e of L C F’s s e c urit y 
a n d t h at t hi s m att er e d m or e t h a n a n yt hi n g els e . I d o n ot a c c e pt t h at h e t h o u g ht t h at h e w as 
s o si n gl e -mi n d e dl y f o c us e d o n s e c urit y at t h e ti m e. S ur g e h a d v er y littl e i nf or m ati o n 
a b o ut L C F’s s e c urit y  at t h at st a g e . B ut i n a n y c as e,  if L C F w er e  n ot i n v esti n g i n i n c o m e-
g e n er ati n g b usi n ess es  ( c a p a bl e of r e p a yi n g t h eir l o a ns fr o m t h eir i n c o m e) , t h e o b vi o us 
i nf er e n c e wo ul d h a v e b e e n  t h at it m ust h a v e b e e n usi n g n e w b o n d h ol d er s’ m o n e y t o p a y 
t h e e xisti n g b o n d h ol d ers’ cl ai ms; i n ot h er w or ds, t h at it w as i n t h e n at ur e of a P o n zi 
s c h e m e. I fi n d t h at Mr C ar el ess a n d Mr P artri d g e w er e c o n c er n e d t h at t his  c o ul d w ell  
h a v e  b e e n  w h at w as g oi n g o n .  

9 5 1.  Mr C ar el ess  t h en e m ail e d Mr T h o ms o n (c c. M r P artri d g e a n d Mr R uss ell -M ur p h y ) o n 
t h e 1 0 D e c e m b er 2 0 1 5 :  

“ W e w a nt t o b ett er u n d erst a n d h o w L C F o p er at es t o assi st i n 
b ot h o ur s al es a n d als o fr o m a c o m m er ci al pr os p e ct. As it is w a y 
a b o v e m y p a y gr a d e a n d J R M is s n o w e d u n d er I h a v e as k e d 
M ar k P artri d g e, o ur a c c o u nt a nt t o li ais e dir e ctl y wit h y o u. W e 
a nti ci p at e a t l e ast £ 5 0 m i nt o L C F b o n ds o v er t h e n e xt 1 2 m o nt hs 
a n d it w o ul d b e h el pf ul f or us t o e ns ur e w e k n o w h o w t h e 
u n d erl yi n g ass ets w or k i n m or e d et ail. C a n I l e a v e M ar k i n y o ur 
c a p a bl e h a n ds t o pr o vi d e hi m wit h t h os e d et ails pl e as e .”  

9 5 2.  Mr T h o ms o n di d n ot r es p o n d. O n 1 3  D e c e m b er 2 0 1 5  Mr C ar el ess  e m ail e d  Mr P artri d g e , 
s a yi n g, “ Gi v e hi m a n u d g e … f or m e pl e as e ”.  

T h e li mit e d i nf or m ati o n a b o ut b orr o w ers 

9 5 3.  As e x pl ai n e d a b o v e, S ur g e  h a d as k e d Mr T h o ms o n f or i nf or m ati o n a b o ut b orr o w ers. He 
di d n ot d o s o . Pr os p e cti v e b o n d h ol d ers oft e n s o u g ht i nf or m ati o n a b o ut h o w t h eir m o n e y 
w o ul d b e us e d b y L C F t o g e n er at e a r et ur n  a n d t hi s c a us e d pr o bl e ms.  
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9 5 4.  O n 1 6  D e c e m b er 2 0 1 5  M s V e n n as k e d Mr T h o ms o n,  “ H o w m a n y b orr o wi n g c o m p a ni es 
ar e t h er e at t hi s ti m e a n d w h at is t h e a v er a g e l o a n si z e pl e as e ? ” Mr T h o ms o n r e pli e d, “ T o 
d at e t h e c o m p a n y h as c. £ 5, 0 0 0, 0 0 0 u n d er m a n a g e m e nt … C urr e ntl y w e h a v e i n pl a c e 
f u n di n g li n es f or a n a d diti o n al £ 1 0, 0 0 0, 0 0 0 s plit o v er 5 c o m p a n y’s [si c] ”.  

9 5 5.  Ms V e n n f or w ar d e d t hi s t o Mr C ar el ess  a n d M r P artri d g e , c o m m e nti n g, “ S e e A n d y’s 
c o m m e nts r e g ar di n g t h e £ 1 0 m o v er 5 b orr o wi n g c o m p a ni es. I’ m i nt er est e d t o k n o w if all 
5 ar e ulti m at el y u n d er t h e s a m e/ c o n n e ct e d o w n er s hi p .”  Mr C ar el ess  a gr e e d i n his or al 
e vi d e n c e t h at t his w as a p erti n e nt q u esti o n t o as k . 

9 5 6.  It w as p erti n e nt f or at l e a st t w o r e as o ns. First, t h e pi ct ur e b ei n g pr es e nt e d t o b o n d h ol d ers 
w as t h at L C F w as l e n di n g t o i n d e p e n d e nt b orr o w ers i n t h e S M E s e ct or. S e c o n d, Mr 
P artri d g e a n d Mr C ar el es s h a d alr e a d y r ais e d t h e pr os p e ct of L C F b ei n g a P o n zi s c h e m e, 
a c o m m o n f e at ur e of w hi c h is t h at t h e p e o pl e r u n ni n g a n i n v est m e nt v e hi cl e h a v e a c c es s 
t o i n v est ors’ f u n ds f or t h eir o w n p ur p os es. 

9 5 7.  L at er t h e s a m e d a y, 1 6  D e c e m b er 2 0 1 5 , a pr os p e cti v e i n v est or as k e d Ms V e n n b y e m ail, 
“ A m I c orr e ct i n t hi n ki n g t h at y o u w er e r el u ct a nt t o t ell m e h o w m a n y b orr o w ers y o u 
h a v e o n y o ur b o o ks ? ”  H e als o s ai d t h at h e w as k e e n t o u n d erst a n d t h e c ust o m er li st ; a n d 
p oi nt e d o ut t h at if t h er e w er e t e n b orr o w ers a n d o n e w e nt b ust t h at c o ul d b e s eri o us , b ut 
t h at if t h er e w er e a h u n dr e d it w o ul d n ot b e. 

9 5 8.  Ms V e n n r e pli e d  t o t h e c ust o m er o n 1 7 D e c e m b er 2 0 1 5, s a yi n g t h at t h e i nf or m ati o n a b o ut 
t h e n u m b er of b orr o w ers w as n ot f ort h c o mi n g as t h e c o m p a n y f elt it w as c o m m er ci all y 
s e nsiti v e i nf or m ati o n w hi c h t h e y w er e u n willi n g t o dis cl os e. I fi n d t h at s h e w as n ot t ol d 
t h at b y L C F b ut w as st alli n g.  

9 5 9.  S h e as k e d Mr R uss ell -M ur p h y  a b o ut h o w t o r es p o n d . E v e nt u all y, o n 2 2  D e c e m b er 2 0 1 5 , 
Mr R uss ell -M ur p h y  s u g g est e d t h at Ms V e n n  s h o ul d o bt ai n t h e fi g ur es fr o m Mr T h o ms o n . 
S h e e m ail e d Mr T h o ms o n t he  s a m e d a y , s a yi n g:  

“ G e n er all y I h a v e b e e n tr yi n g t o st e er c ust o m ers a w a y fr o m 
q u esti o ns a b o ut o ur l e n di n g b o o k h o w e v er o n e p arti c ul ar c h a p is 
v er y p ersist e nt a n d w a nt s m e t o a ns w er t h e f oll o wi n g q u esti o n, 
c a n y o u pl e as e s u g g est a r e pl y t h at y o u ar e c o mf ort a bl e wit h:  

W h at a b o ut t elli n g m e h o w m u c h i n t ot al y o u h a v e l e nt a n d w h at 
is t h e a v er a g e s u m p er c o ntr a ct ? ” 

9 6 0.  Mr T h o ms o n di d n ot a ns w er t hi s q u esti o n. I nst e a d, h e s ai d h e w o ul d “ h a v e a t hi n k ” a n d 
e m ail h er s o m et hi n g i n t h e m or ni n g.  H e di d n ot  d o t hi s .  

9 6 1.  Mr C ar el ess g a v e e vi d e n c e t h at h e dis c uss e d t hi n gs d ail y wit h Ms V e n n a n d it is pr o b a bl e 
t h at h e dis c uss e d t hi s pr o bl e m wit h h er. It w as cr e ati n g a n o bst a cl e t o s elli n g t h e 
i n v est m e nts; a n d it w o ul d cl e arl y h a v e b e e n i n L C F’s i nt er ests t o e x pl ai n ( at l e ast) t h e 
n u m b er of b orr o w ers a n d t h e a v er a g e l o a n si z e. S o , t h e f ail ur e t o pr o vi d e t h e i nf or m ati o n 
c o ul d n ot h a v e b e e n e x pl ai n e d a w a y as tri vi al  or n e e dl ess . S ur g e k n e w t his.  

9 6 2.  I fi n d t h at Mr T h o ms o n ’ s f ail ur e t o pr o vi d e e v e n t hi s b asi c i nf or m ati o n a b o ut it s l o a n 
b o o k w as s us pi ci o us; a n d w as a f urt h er r e as o n f or S ur g e t o h a v e s eri o us c o n c er n s  a b o ut 
t h e l e giti m a c y of L C F’s b usi n ess.  I fi n d t h at Mr C ar el ess i n f a ct h a d s u c h c o n c er ns. 
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E n d of 2 0 1 5/ e arl y 2 0 1 6  

9 6 3.  Mr C ar el ess  h a d a l u n c h m e eti n g wit h Mr G ol di n g  s c h e d ul e d f or 2 9  D e c e m b er 2 0 1 5 .  

9 6 4.  O n 2 8  D e c e m b er 2 0 1 5  Mr C ar el ess  e m ail e d his t e a m ( c c. Mr R uss ell -M ur p h y  a n d Ms  
B al d o c k t o s a y, “ [ w]e h a d a gr e at e n d t o 2 0 1 5, bri n gi n g £ 1 m i nt o L C F i n j ust 1 8 d a ys 
(i n cl u di n g t w o w e e k e n ds!) ”.  

9 6 5.  M r P artri d g e r e pli e d:  

“ D D is o b vi o usl y v er y i m p ort a nt h er e i n m y e y es a n y w a y … S o 
y o u ar e s e ei n g S p e n c er t o m orr o w. D o y o u w a nt m e t h er e or is it 
a t hr e e wis e m o n k e ys m e eti n g ? I w o ul d n ot b e off e n d e d bt w b ut 
at s o m e ti m e w e d o h a v e t o a d dr ess t his i ss u e .”  

9 6 6.  Mr P artri d g e w as pr essi n g t h e n e e d f or d u e dili g e n c e. I fi n d t h at t hi s w as b e c a us e h e h a d 
s eri o us c o n c er ns b y n o w a b o ut t h e l e giti m a c y of L C F’s b usi n ess a n d t h at h e h a d s h ar e d 
t h es e wit h Mr C ar el ess. T h e r ef er e n c e t o t h e t hr e e wis e m o n k e ys w as t o t h e st or y of t h os e 
w h o s e e , s pe a k  a n d h e ar n o wr o n g.  

9 6 7.  Mr C ar el ess  w as n ot s ur e if t h e m e eti n g wit h Mr G ol di n g  w o ul d g o a h e a d b ut h e h a d 
b e e n i n t o u c h wit h hi m b e c a us e h e r e pli e d t o Mr  P artri d g e o n 2 8  D e c e m b er 2 0 1 5  t o s a y 
t h at Mr G ol di n g  “ h as off er e d £ 3 0 m i n s e c urit y, fir st c h ar g e et c, l et’s t a k e t h at t hi s m o nt h, 
f or st art ers c o v ers us w hil e w e g et t o gri ps wit h t h e u n d erl yi n g ass et a n d h o w it p erf or ms. ”  

9 6 8.  I n his or al e vi d e n c e, Mr C ar el ess  a c c e pt e d t h at h e u n d erst o o d fr o m Mr G ol di n g ’s 
willi n g n ess t o pr o vi d e s e c urit y p ers o n all y t h at h e mi g ht c o ntr ol t h e b orr o w er. Mr 
C ar el ess  als o u n d erst o o d t h at Mr G ol di n g  e x er cis e d si g nifi c a nt c o ntr ol o v er L C F.   

9 6 9.  I fi n d t h at th e f a ct t h at Mr G ol di n g  a p p e ar e d t o Mr C ar el ess t o b e o n b ot h t h e l e n d er si d e 
a n d t h e b orr o w er si d e w as a m att er t h at m erit e d i n v esti g ati o n a n d g a v e ri s e t o s eri o us 
c o n c er n s  a b o ut t h e l e giti m a c y of L C F’s b usi n ess . T his w as p arti c ul arl y s o i n li g ht of t h e 
r e pr es e nt ati o ns t h at w er e b ei n g m a d e t o pr os p e cti v e i n v est ors a b o ut L C F l e n di n g t o 
S M Es.  

9 7 0.  Mr C ar el ess  als o a c c e pt e d i n his or al e vi d e n c e t h at t h e s e c urit y Mr G ol di n g  h a d off er e d 
di d  n o t r e m o v e t h e n e e d f or S ur g e  t o c o n d u ct d u e dili g e n c e a n d t h at S ur g e  w o ul d n ot b e 
a bl e t o c o nti n u e t o t a k e 2 5 % c o m missi o ns l e giti m at el y u nl ess it c o ul d “ g et t o gri ps wit h 
t h e u n d erl yi n g ass et a n d h o w it p erf or ms,”  e v e n if t h e £ 3 0  milli o n  of s e c urit y w as 
pr o vi d e d .  

9 7 1.  O n t h e s a m e d a y, 2 8  D e c e m b er 2 0 1 5 , Mr C ar el ess  als o e m ail e d Mr R uss ell -M ur p h y , Mr 
P artri d g e , Ms V e n n , Mr J o n es a n d Ms B al d o c k t o pr o vi d e t h e m wit h a li n k t o a st or y i n 
T h e T el e gr a p h a b o ut a b o n d iss u er c all e d W ell esl e y, w hi c h  t h e y h a d b e e n dis c ussi n g b y 
e m ail . Mr C ar el ess  a d d e d:  

“J R M a n d I ar e m e eti n g wit h S p e n c er o n T u es d a y mi d -m or ni n g 
i n Cr o w b or o u g h. I i nt e n d t o bri n g M ar k a n d us e t his arti cl e as a 
dis c ussi o n p oi nt t h at if w e h a d t h e r e c e ntl y r ef err e d t o s e c urit y 
i n pl a c e, L C F w o ul d b e i n a f ar str o n g er pl a c e t h a n W ell esl e y. If 
y o u s cr oll ri g ht d o w n a n d r e a d t h e c o m m e nts, y o u’ll s e e t h e 
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o b vi o us c o n c er ns w e n e e d t o a d dr ess,  ‘ P et er S m yt h e’ i n 
p arti c ul ar n ail s it.  H a vi n g £ 3 0 m o n t h e b al a n c e s h e et w o ul d 
d ef e at t h at ar g u m e nt a n d c o n v ersi o ns w o ul d i n cr e a s e .”  

9 7 2.  P et er S m yt h e’s c o m m e nt w as:  

“If y o u b ot h er e d t o l o o k pr o p erl y at t h e ‘s a vi n gs b o n d’ off eri n g, 
y o u w o ul d s e e t h at t h e y c a n b asi c all y d o w h at e v er t h e y w a nt wit h 
t h e m o n e y. T h e f u n ds i n v est e d i n t h e ‘s a vi n gs b o n d’ will b e us e d 
t o ‘ e x p a n d it s b usi n ess’ a n d ‘l e n di n g c a p a biliti es’ i. e. t h ey c a n 
us e t h e m o n e y f or t el e visi o n a d v erts a n d r aisi n g e v e n m or e 
m o n e y t o d o, b asi c all y, w h at e v er t h e y li k e wit h it. H o w d o es t h e 
F C A all o w t hi s st uff ? T h es e g u ys d a n g er o usl y m as q u er a d e 
ar o u n d as p e er -t o-p e er l e n d ers b ut all t h e y ar e i n r e alit y is a n 
u nr e g ul at e d f u n d t h at off ers t erri bl e r et ur ns … n e xt s c a n d al 
w aiti n g t o h a p p e n .”  

9 7 3.  Mr J o n es r es p o n d e d, “I nt er esti n g a n d ti m el y arti cl e. I a m s ur e t h e y will b e s niffi n g ar o u n d 
L C F i n n o ti m e at all ” .  

9 7 4.  Mr C ar el ess  r e pli e d, “ N o t h e y w o n’t. W ell esl e y g ot s p ott e d b e c a us e it w e nt a b o v e t h e 
p ar a p et b y a d v ertisi n g o n T V. T h e y’ll st a y u n d er t h e r a d ar f or a w hil e y et ”.  

9 7 5.  I n or al e vi d e n c e, Mr C ar el ess  a c c e pt e d  t h e g e n er al pr o p ositi o n t h at if h e h a d t h o u g ht h e 
w as m ar k eti n g a l e giti m at e b usi n ess, h e w o ul d h a v e w a nt e d t h e m t o a d v ertis e o n T V 
r at h er t h a n st a yi n g u n d er t h e p ar a p et.  

9 7 6.  As r e g ar ds L C F, h o w e v er, h e s ai d t h at h e di d n ot w a nt L C F t o a d v ertis e o n t el e visi o n 
b e c a us e h e di d n ot w a nt t h e F C A t o c o n d u ct a r e vi e w of L C F’s m ar k eti n g.  

9 7 7.  H a d t h e F C A c o n d u ct e d s u c h a r e vi e w , it w o ul d h a v e dis c o v er e d, as Mr C ar el ess  k n e w, 
t h at L C F w as n ot l e n di n g t o a di v ersifi e d p ortf oli o of S M Es b ut r at h er t o a si n gl e 
c o n n e ct e d c o m p a n y ( w hi c h it s elf w as a l a n d b a n k a n d w hi c h di d n ot g e n er at e a n y pr ofit s ).  

9 7 8.  Mr C ar el ess  s ai d i n e vi d e n c e t h at h e si m pl y w a nt e d t o a v oi d a n y i n v ol v e m e nt fr o m t h e 
F C A as it mi g ht h a v e i nt erf er e d wit h t h e b usi n ess.  

9 7 9.  I fi n d t h at Mr C ar el ess’s c o m m e nt t h at Mr S m yt h e h a d “ n ail e d it ”  s h o ws t h at h e 
u n d erst o o d b y t hi s d at e t h at L C F c o ul d b e d oi n g a n yt hi n g it li k e d wit h t h e b o n d h ol d ers’ 
f u n ds a n d t h at L C F mi g ht w ell b e t h e n e xt s c a n d al.  Mr C ar el ess, Ms V e n n a n d Mr J o n es 
all t h o u g ht t h at L C F mi g ht b e d oi n g t h e s a m e t hi n g as W ell esl e y w as r e p ort e d t o h a v e 
d o n e. T h e y h a d s eri o us c o n c er ns a b o ut L C F’s i nt e grit y.  

9 8 0.  I fi n d als o t h at Mr C ar el e ss g e n er all y t h o u g ht t h at if a n yt hi n g w e nt wr o n g wit h t h e F C A 
t h e b u c k w o ul d st o p wit h L C F a n d it s dir e ct ors. It di d n ot s eri o usl y o c c ur t o hi m t h at h e 
or S ur g e mi g ht p ot e nti all y b e li a bl e.  T his ( a n d his dri v e t o m a k e m or e m o n e y) e x pl ai ns 
w h y h e di d s o littl e t o i n q uir e i nt o t h e r e alit y of L C F’s b usi n ess.  

S hift i n g p ositi o n o n c a pit al g ai ns t a x all o w a n c es  –  Mr P artri d g e’s e m ail of 1 3 J a n u ar y 2 0 1 6   

9 8 1.  I n e arl y J a n u ar y 2 0 1 6 Mr T h o ms o n t ol d S ur g e  t h at b o n d h ol d ers c o ul d us e c a pit al g ai ns 
all o w a n c es ( a n d t h at wit h h ol di n g t a x w o ul d n ot b e a p pli c a bl e) a n d t h at t hi s h a d b e e n 
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c o nfir m e d b y B D O a n d L e wis Sil ki n. Mr P artri d g e  e x pr ess e d s c e pti cis m a b o ut t hi s 
a d vi c e.  

9 8 2.  Mr T h o ms o n t h e n r e v ers e d his p ositi o n a n d e m ail e d Mr R uss ell -M ur p h y  o n 1 3 J a n u ar y 
2 0 1 6 t o s a y t h at “ all i nt er est p ai d f or t h e b o n ds is s u bj e ct t o wit h h ol di n g t a x at 2 0 % ”.  

9 8 3.  Mr R uss ell -M ur p h y  e m ail e d S ur g e ’s st aff s a yi n g,  

“J ust t o cl arif y –  all b o n ds will b e s u bj e ct t o 2 0 % wit h h ol di n g 
t a x … A n d y h as als o c o nfir m e d t h at t h eir l e g al a n d a c c o u nt a n c y 
a d vis ers h a v e st at e d t h at cli e nts c a n n ot utili s e t h eir c a pit al g ai ns 
all o w a n c e o n m at urit y of t h e b o n ds ”.  

9 8 4.  Mr C ar el ess  f or w ar d e d t his t o Mr  P artri d g e, w h o r e pli e d  o n 1 3 J a n u ar y 2 0 1 6 , 

“ N o f c ki n g [si c] s hit S h erl o c k … S orr y a bit r u d e b ut r e all y! 
W h at h a p p e n e d t o B D O a n d L e wis Sil ki n’s a d vi c e ? ”  

9 8 5.  Mr C ar el ess  as k e d Mr P artri d g e  w h at h e m e a nt b y t hi s. Mr P artri d g e  e x pl ai n e d  t h e s a m e 
d a y : 

“It is c o m pl et el y t h e o p p osit e of w h at w as st at e d l ast w e e k w h e n 
utili si n g y o ur c a pit al all o w a n c e w as all t h e r a g e –  all e g e d b a c k e d 
b y B D O a n d L e wis Sil ki n. D es pit e m y s c e pti cis m.  

T h at’s w h y e m ails g o o ut gi vi n g c o m pl et el y t h e wr o n g a d vi c e. 
B e c a us e p e o pl e w a nt t o s a y t h e t hi n g p u nt ers w a nt t o h e ar r at h er 
t h a n r e alit y.  

T h at’s t h e s ort of t hi n g t h at e n ds u p s h utti n g t h e c o m p a n y d o w n. 
B ull s hit. Y o u c a n’t b eli e v e a n yt hi n g t h at c o m es o ut of S p e n c er’s 
l ot a n d s o J R Ms m o ut h. Di v ersif y as a p. A n d c o nsi d er y o ur s al es 
m a n a g e m e nt .”   

9 8 6.  Mr P artri d g e w as bl u nt . H e t ol d Mr C ar el ess  t h at Mr T h o ms o n w as n ot t o b e b eli e v e d  
a n d t h at h e m a d e t hi n gs u p (t ol d p u nt ers w h at t h e y w a nt e d t o h e ar r at h er t h a n r e alit y) . 
T his w as a s eri o us m ess a g e . Mr P artri d g e s ai d t h at t h e p ot e nti al c o ns e q u e n c e  w as t h at 
L C F w o ul d b e s h ut d o w n . 

9 8 7.  T his e m ail als o s h o ws t h at Mr P artri d g e als o t h o u g ht t h at Mr T h o ms o n a n d Mr R uss ell -
M ur p h y  w er e p art of Mr G ol di n g’s l ot, i. e. t h at Mr G ol di n g w as ulti m at el y r u n ni n g 
t hi n gs.  

9 8 8.  I n or al e vi d e n c e, Mr C ar el ess  a c c e pt e d t h at Mr R uss ell -M ur p h y  w as o n e of “ S p e n c er’ s 
l ot ”. H e als o a c c e pt e d t h at Mr P artri d g e  w as a d visi n g hi m t o g et cli e nts ot h er t h a n L C F 
a n d t h at h e s h o ul d c o nsi d er p arti n g c o m p a n y wit h Mr R uss ell -M ur p h y .  

9 8 9.  I fi n d t h at t hi s e m ail r e pr es e nt e d t h e vi e ws of Mr C ar el ess as w ell as t h os e of Mr 
P a rtri d g e, t h at Mr R uss ell -M ur p h y  w as n ot tr ut hf ul.  

9 9 0.  Mr C ar el ess  di d n ot t a k e t h es e st e ps. I nst e a d, h e f o c us e d o n tr yi n g t o m a k e L C F l o o k 
m or e cr e di bl e t o m e m b er s of t h e p u bli c b y cr e ati n g a l e n di n g p a g e o n L C F’s w e bsit e as 
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a s al es t o ol i n or d er t o gi v e a m or e c o n vi n ci n g i m pr essi o n t o pr os p e cti v e i n v est ors t h at 
L C F di d a ct u all y l e n d t o u n c o n n e ct e d c o m p a ni es.  

Gr o wt h i n s al es  i n 2 0 1 6 

9 9 1.  I n J a n u ar y 2 0 1 6 Mr C ar el ess  s o u g ht a n ot h er l o a n fr o m Mr G ol di n g , f or £ 2 0 0, 0 0 0. As 
wit h Mr G ol di n g ’s pr e vi o us l o a ns, it w as t o b e r e p ai d b y S ur g e  r e d u ci n g t h e c o m missi o ns 
it c h ar g e d t o L C F. A g ai n , I fi n d t h at t hi s s h o ws t h at Mr C ar el ess  t h o u g ht t h at Mr G ol di n g  
w as ulti m at el y i n c h ar g e of L C F. T h e r e d u cti o n i n c o m missi o ns c o ul d n ot ot h er wis e h a v e 
r e p ai d Mr G ol di n g . Mr C ar el ess  pl a n n e d f or £ 5 0, 0 0 0 of t hi s m o n e y t o b e p ai d t o Mr 
C ar el ess  p ers o n all y, wit h £ 3 0, 0 0 0 g oi n g t o Mr R uss ell -M ur p h y , w hil e  t h e r e m ai ni n g 
£ 1 3 0, 0 0 0 w o ul d b e f or S ur g e .  

9 9 2.  S ur g e ’s s al es of L C F’s b o n ds c o nti n u e d t o gr o w. B y F e br u ar y 2 0 1 6 , Mr C ar el ess  w as 
h o pi n g f or “ 7 0 L C F l e a ds a d a y st arti n g t o m orr o w ”. T h e ai m w as f or £ 1 milli o n i n 
c o m missi o n r e v e n u es a n d £ 6 0 0, 0 0 0 i n pr ofit s. 

9 9 3.  I n t hi s p eri o d, as alr e a d y e x pl ai n e d, Mr C ar el ess  a n d Mr R uss ell -M ur p h y  w er e dis c ussi n g 
a n e x cl usi vit y a gr e e m e nt wit h Mr H u m e -K e n d all  a n d Mr G ol di n g , w hi c h, i n p art, 
i n v ol v e d L C F . Mr T h o m s o n w as n ot i n v ol v e d i n t h es e dis c ussi o ns. Mr C ar el ess  di d n ot 
w a nt a n y dis c ussi o n a b o ut it t o b e o n e m ail.  

9 9 4.  I n A pril 2 0 1 6 t h er e w er e 1 9 6 a p pli c ati o ns b y i n v est ors t o p ur c h as e b o n ds t ot alli n g 
£ 3, 4 4 1, 7 0 0 a n d cl e ar e d f u n ds of £ 2, 0 8 0, 5 0 0 .  

9 9 5.  T h e n u m b er f or M a y 2 0 1 6 w as cl e ar e d f u n ds of c. £ 1. 8 milli o n . B y t h e e n d of M a y 2 0 1 6 
S ur g e  h a d r ais e d al m ost £ 7. 9 milli o n f or L C F.  

9 9 6.  I n J u n e 2 0 1 6 Mr C ar el es s  s et a n e w g o al of £ 4 milli o n p er m o nt h .  

9 9 7.  Mr R uss ell -M ur p h y  s ai d,  

“ m y m ai n f o c us will b e t o p us h L C F, t hi s is o ur c as h c o w a n d I 
w o n’t st o p u ntil t h e 4 m t ar g et i s hit. ”  

9 9 8.  Mr C ar el ess  t ol d Mr J o n e s o n 1 7  J u n e 2 0 1 6 ,  

“ D u d e, w e ar e m a ki n g a f u c ki n g f ort u n e. ”  

9 9 9.  Ms B al d o c k e m ail e d h er c oll e a g u es o n 2 2  J ul y 2 0 1 6  t o s a y t h at ( as a r es ult of “ri nsi n g 
e v er y l ast cli e nt ”) t h e c urr e nt t ot al of b o n d c oll e cti o ns f or J u n e 2 0 1 6 a p pli c ati o ns st o o d 
at £ 2, 9 9 5, 8 0 0 . Mr C ar el e ss  r e pli e d, “ T h at i s g o o d w or k. 3 m i s a s oli d n u m b er ”.  

1 0 0 0.  S al es i m pr o v e d a g ai n i n J ul y 2 0 1 6 , wit h cl e ar e d f u n ds of £ 4 m illi o n.  

1 0 0 1.  A u g ust 2 0 1 6 w as a n ot h er r e c or d m o nt h wit h c as h of o v er £ 5  m illi o n.  

1 0 0 2.  T h er e w as a di p i n S e pt e m b er 2 0 1 6 , b ut £ 5 milli o n r e m ai n e d t h e t ar g et f or  O ct o b er  2 0 1 6.  

Q u esti o ns a b o ut s e c urit y i n J a n u ar y 2 0 1 6   
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1 0 0 3.  R et ur ni n g t o e v e nts i n J a n u ar y 2 0 1 6, as e x pl ai n e d a b o v e , Mr C ar el ess  h a d r ef err e d i n a n 
e m ail of 2 8  D e c e m b er 2 0 1 5  t o g etti n g “ £ 3 0 m o n t h e b al a n c e s h e et .”  

1 0 0 4.  Aft er t h e m e eti n g, o n  2  J a n u ar y 2 0 1 6 , Mr R uss ell -M ur p h y  e m ail e d Mr T h o ms o n,  as ki n g, 
“ h o w ar e y o u pr o gr essi n g wit h t h e 3 0 Milli o n l a n d ass et b ei n g pl a c e d i nt o t h e c o m p a n y ? ” 
H e n c e, at t h at st a g e , t h e pr o p os e d s e c urit y w as g oi n g t o b e l a n d. 

1 0 0 5.  Ms V e n n e m ail e d Mr C ar el ess  o n  6  J a n u ar y 2 0 1 6  t o s a y, “I a m c o n c er n e d t h at t h e t ar g ets 
mi g ht n ot b e a c hi e v e d wit h o ut t h e £ 3 0 mil s e c urit y … D o w e h a v e a ti m eli n e f or t h e 
e n h a n c e d s e c urit y ? ”  

1 0 0 6.  O n  7  J a n u ar y 2 0 1 6  M r P artri d g e s e nt a n e m ail t o Mr C ar el ess  i n w hi c h h e wr ot e “ F or 
D D p ur p os es … ” . Att a c h e d w as a pi ct ur e of a b o ar d g a m e c all e d “ P o n zi S c h e m e ”. I n his 
or al e vi d e n c e, Mr C ar el es s  s ai d t hi s s h o w e d M r P artri d g e’s disli k e of t h e fi n a n c e i n d ustr y 
a n d his c y ni cis m . H e als o s ai d it w as a j o k e.  

1 0 0 7.  It w as of c o urs e a j o k e. B ut, as Mr C ar el ess  a c c e pt e d , p e o pl e oft e n j o k e a b o ut t hi n gs t h at 
ar e r e al, t h at ar e diffi c ult or u n c o mf ort a bl e. It w as o nl y h u m or o us b e c a us e it r efl e ct e d a 
tr ut h. T h e c o nt e xt of t h e e m ail (t h e y h a d b e e n dis c ussi n g d u e dili g e n c e) s h o ws t h at Mr 
P artri d g e ’s j o k e w as gr o u n d e d i n r e al c o n c er n s a b o ut L C F. H e h a d s h ar e d t h es e 
pr e vi o usl y wit h Mr C ar el ess .  

1 0 0 8.  I fi n d t h at Mr C ar el ess  b eli e v e d b y t hi s st a g e t h at t h er e w as a r e al ris k t h at L C F w as a 
dis h o n est i n v est m e nt s c h e m e  of s o m e ki n d.  

1 0 0 9.  Mr C ar el ess  a g ai n s u g g est e d i n e vi d e n c e  t h at h e dis c o u nt e d Mr P artri d g e’s vi e ws b e c a us e 
h e w as al w a ys c y ni c al. I h a v e alr e a d y a d dr ess e d t hi s t h e m e. I fi n d t h at h e h a bit u all y 
tr ust e d a n d r eli e d o n Mr  P artri d g e’s e x p eri e n c e a n d o pi ni o ns (s e e  als o  t h e e m ail of 1 4 
J a n u ar y 2 0 1 6 q u ot e d i n [1 0 1 0 ] b el o w). M or e o v er, as e x pl ai n e d, Mr C ar el es s  hi m s elf w as 
s c e pti c al a b o ut t h e mi ni -b o n d i n d ustr y.  

1 0 1 0.  Mr C ar el ess  e m ail e d Mr B ar k er  (c c. Mr R uss ell -M ur p h y  a n d Mr  P artri d g e) o n 1 4  J a n u ar y 
2 0 1 6 , s a yi n g,  

“I n e e d t o g et t h e s e c urit y o n t h e b al a n c e s h e et as f ast as p ossi bl e. 
I als o n e e d t o u n d erst a n d w h at e x a ctl y it is, a s t h e A c c o u nt 
M a n a g ers will n e e d t o e x pl ai n it t o t h e cli e nts it n e e ds t o b e 
si m pl e. It will d ef e at o ur m ai n o bj e cti o n a n d i n cr e as e 
c o n v ers i o ns i m m e di at el y; t h er ef or e, it b ei n g a d d e d q ui c kl y will 
h el p i n cr e as e s al es.  

S e c o n dl y, I w a nt t o e x pl or e t h e o p p ort u nit y l ai d o ut o n T u es d a y 
i n o ur offi c es a n d I h a v e as k e d M ar k w h o is c c’ d t o li ais e wit h 
y o u dir e ctl y t o g et t h e b all r olli n g. M ar k is a s h ar e h ol d er, fri e n d 
a n d a C h art er e d A c c o u nt a nt a n d I tr ust hi m i m pli citl y. If y o u 
r e q uir e us t o si g n s o m e f or m of N o n-Dis cl os ur e, t h e n t h at is fi n e. 
J o h n a n d I ar e b us y d e ali n g wit h t hi s gr o wt h a n d t h at is w h y 
M a r k is c o n d u cti n g dili g e n c e o n o ur b e h alf. ”   

1 0 1 1.  T h e s e c o n d p ass a g e s h o ws t h at Mr C ar el ess  w as l o o ki n g t o Mr B ar k er  t o a d v a n c e t h e 
d u e dili g e n c e pr o c ess.  H e w as c o nt a cti n g Mr B ar k er as Mr G ol di n g’s pr o x y.  
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1 0 1 2.  Mr C ar el ess  a g ai n c h as e d Mr B ar k er  ( c c. Mr R uss ell -M ur p h y , Ms V e n n , a n d Mr 
P artri d g e ) a b o ut t h e pr o mi s e d s e c urit y o n 1 8  J a n u ar y 2 0 1 6 , s a yi n g, “ W h at is t h e u p d at e 
o n t hi s pl e as e ? I n p arti c ul ar, t h e s e c urit y o n t h e b al a n c e s h e et ” . Mr C ar el e ss  f or w ar d e d 
t hi s e m ail t o Mr J o n es; Mr  B ar k er  f or w ar d e d it t o Mr T h o ms o n .  

1 0 1 3.  Mr P artri d g e  e m ail e d Mr C ar el ess  t o s a y: 

“ As p er t h e lit er at ur e L C F l e n d t o 7 5 % of ass et v al u e.  

W e s h o ul d c o nsi d er t hi s. P er o ur c o n v ers ati o n wit h L C F, 5 0 % of 
t hi s ass et is li q ui d. T h e r est i s d ef err e d ‘ c o nsi d er ati o n’.  

W e n e e d t o c o nsi d er w h et h er t o st o p pl a ci n g f u n ds at £ 7. 5 m x 
7 5 % = £ 5. 6 2 5 m or £ 1 5 m x 7 5 % = £ 1 1. 2 5 m ” . 

1 0 1 4.  H e n c e , t h er e h a d b e e n a c h a n g e i n w h at w as b ei n g pr o p os e d as s e c urit y. It w as n o l o n g er 
a £ 3 0 milli o n l a n d ass et. I nst e a d, it w as n o w t o b e a n ass et w ort h £ 1 5 milli o n w hi c h w as 
5 0 % “ li q ui d ” a n d 5 0 % “ d ef err e d c o nsi d er ati o n” . 

1 0 1 5.  Mr C ar el ess  c h as e d Mr B ar k er  ( c c. Mr R uss ell -M ur p h y , Mr P artri d g e a n d Ms V e n n ) o n 
2 1  J a n u ar y 2 0 1 6 : 

“ W h at w o ul d h el p us si g nifi c a ntl y is r e m o vi n g t h e o bj e cti o n 
a b o ut t h e C o m p a n y b ei n g y o u n g a n d h a vi n g a n e m pt y b al a n c e 
s h e et. T h e s o o n er t h e s e c urit y is a d d e d t h e b ett er. C a n I as k y o u 
t o l et m e k n o w w h at t h e s e c urit y will b e pr e cis el y a n d w h e n it 
will b e a d d e d b y i n a w a y i n w hi c h m e m b ers of t h e p u bli c c a n 
s e e a n d o ur t e a m c a n q u ot e it .”  

1 0 1 6.  Mr C ar el ess  c h as e d Mr B ar k er  a n d Mr T h o ms o n ( c c. Mr R uss ell -M ur p h y , Mr P artri d g e  
a n d Ms V e n n ) a g ai n o n 2 5 J a n u ar y 2 0 1 6 : 

“I a m j ust f oll o wi n g u p o n m y e m ail fr o m T h urs d a y t o y o u b ot h. 
C a n I g et a r es p o ns e t hi s m or ni n g b y e m ail r e g ar di n g t h e s e c urit y 
w hi c h is b ei n g a d d e d t o t h e c o m p a n y pl e as e. W e ar e gr o wi n g 
v er y q ui c kl y a n d t h e q u alit y of t h e b al a n c e s h e et n e e ds t o b e 
s h or e d  u p t o pr o vi d e c o mf ort f or t h e cli e nts. It r e m ai ns t h e 
l ar g est, m ost si n g ul ar o bj e cti o n a n d h ol d b a c ks t h e c o n v ersi o ns 
c o nsi d er a bl y. It r e q uir es y o ur ur g e nt att e nti o n .”  

1 0 1 7.  As n ot e d a b o v e, a n “ o bj e cti o n ”  w as S ur g e’s s h ort h a n d f or a n i n v est or’s q u er y . 

1 0 1 8.  A g ai n , it is n ot a bl e t h at Mr C ar el ess  c o pi e d i n Mr B ar k er . H e ass o ci at e d Mr B ar k er  ( w h o 
w as Mr G ol di n g ’s ri g ht-h a n d m a n) wit h t h e eff ort s t o o bt ai n s e c urit y.  

1 0 1 9.  Mr T h o ms o n r e pli e d o n 2 5  J a n u ar y 2 0 1 6  b y s a yi n g t h at h e w a nt e d t o dis c uss . H o w e v er, 
Mr C ar el ess  w as o ut of t h e offi c e .  

1 0 2 0.  I fi n d t h at th e c h a n gi n g d es cri pti o n of t h e s e c urit y a n d t h e f a ct t h at it h a d n ot b e e n gi v e n 
c a us e d Mr C ar el ess f urt h er c o n c er ns a b o ut L C F’s b usi n ess a n d i nt e grit y.   

E m ail of 2 5 J a n u ar y 2 0 1 6  
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1 0 2 1.  Ms V e n n s p o k e t o Mr T h o ms o n o n 2 5  J a n u ar y 2 0 1 6 . S h e r e p orte d  t o Mr C ar el ess , Mr 
R uss ell -M ur p h y , Mr P artri d g e  a n d Mr J o n es  b y e m ail : 

“I h a v e j ust s p o k e n wit h A n dr e w T h o m ps o n  [si c], w e dis c uss e d 
s o m e q uit e s e nsiti v e i nf or m ati o n w hi c h h e i niti all y di d n’t w a nt 
t o b e c o m m u ni c at e d b y e m ail b ut h as gi v e n m e p er missi o n t o 
r el a y t hi s i nf or m ati o n ass u mi n g y o ur c o m mit m e nt n ot t o 
m e nti o n t h e d et ails o utsi d e of t hi s s m all gr o u p. Pl e a s e d o n’t e v e n 
m e nti o n t o t h e s al es t e a m y et u ntil w e d e ci d e h o w t o 
c o m m u ni c at e t h e k e y c h a n g es w e h a v e b e e n as k e d t o i ntr o d u c e.  

H e h as n ot r e pli e d t o M ar ks r e q u est f or D D b e c a us e h e di d n ot 
r e c ei v e t h e e m ails. 

T h er e is n o £ 3 0 milli o n s e c urit y. T h er e is a tr a ns a cti o n t a ki n g 
pl a c e wit h $ 3 0 mil ( y es d oll ars) t o t h e b e n efit of L C & F a n d i nt er 
r el at e d c o m p a ni es h o w e v er t h e o nl y ‘ ass et’ w hi c h t h e y ar e a bl e 
t o us e f or t h e p ur p os es of e n h a n ci n g L C & F is a l o a n n ot e f or 
£ 1 5 m il ( y es st erli n g) i n f a v or of L C & F. T h e y h a v e h a d it 
c o nfir m e d b y t h eir a c c o u nt a nts t h at t h e l o a n n ot e c a n b e 
p ositi o n e d i n t h e b al a n c e s h e et s o t h at t h e ass ets of t h e c o m p a n y 
ar e b o ost e d. T h e b al a n c e s h e et c urr e ntl y s h o ws as s ets of £ 6 mil 
t h er ef or e a n e xtra £ 1 5 mil will t a k e it t o £ 2 1 mil w hi c h is si z e a bl e 
a n d t h er ef or e s h o ul d assi st s al es b ut will n ot b e as b e n efi ci al as 
t h e £ 3 0 mil c h ar g e o v er pr o p ert y w hi c h w as ori gi n all y s u g g est e d. 
A n d y s a ys t hi s w as a mi s c o m m u ni c ati o n b y S p e n c er a n d it w as 
n e v er a n o pti o n . 

T h e l o a n b o o k:  
•  Si n c e i n c e pti o n L C & F (f or m erl y S A F E) h as l e nt £ 4. 2 

milli o n.  
•  C urr e ntl y t h er e ar e 8 0 l o a ns.  
•  T h e a v er a g e l o a n si z e is £ 7 5 k  
•  T h e l ar g est l o a n e v er w as £ 2 2 0 k  
•  T er ms r a n g e fr o m 3 m o nt hs bri d gi n g fi n a n c e t o 2 y e ars 

pr o p ert y d e v el o p m e nt fi n a n c e.  
•  Cr u ci all y all 8 0 l o a ns ar e t o S p e n c er r el at e d b usi n ess es 

i. e. t h e y ar e f u n di n g t h eir o w n o p er ati o ns.  
•  I as k e d a b o ut t h e str at e g y f or w h e n t h e y will o p e n t h e 

o p p ort u nit y t o S M Es g e n er all y a n d h e p us h e d t h e 
q u esti o n b a c k t o m e ; ‘ w h e n c a n y o u g u ar a nt e e a 
c o nsist e nt fl o w of f u n ds ? I t ur n e d d o w n a £ 2 mil l o a n l ast 
w e e k b e c a us e I di d n’t k n o w if w e c o ul d g et £ 2 m i n t hi s 
m o nt h ’. 

•  T h e y h a v e h a d n o d ef a ult s si n c e i n c e pti o n . 
 

A n d y st at e d t h at h e o w ns L C & F, h e s ai d : ‘S p e n c er d o es n ot h a v e 
o w n ers hi p a t all, I h a v e a s y m bi oti c r el ati o ns hi p wit h S p e n c er  
w e assi st e a c h ot h er a n d w e ar e vit al t o e a c h ot h er b ut h e d o es 
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n ot o w n L C & F. Pl e as e st o p c o m m u ni c ati n g k e y i nf or m ati o n 
wit h o ut m e. I n a m e eti n g l ast w e e k P a ul c o m m u ni c at e d 
i nf or m ati o n a b o ut GC E N a n d y o ur o bj e cti o ns t o h o w it w or ks 
Si m o n H u m e K e n d al  [ si c], h e  is m y c ust o m er a n d it is 
i n a p pr o pri at e f or y o u t o h a v e dis cl os e d t h e w or ki n g of m y 
b usi n ess t o hi m a n d als o i n a p pr o pri at e n ot t o i n cl u d e m e i n t h e 
m e eti n g. I w as n ot m a d e a w ar e of t h es e iss u es wit h G C E N .’ 

I s ai d: ‘ Th er e h as b e e n a mi s u n d erst a n di n g, w e h a v e b e e n l e a d 
t o b eli e v e t h at w hilst y o u ar e offi ci all y t h e b usi n ess o w n er as 
r e gist er e d at c o m p a ni es h o us e, S p e n c er is a dri vi n g f or c e b e hi n d 
L C & F a n d a k e y d e cisi o n m a k er. Y o u r e all y n e e d t o t a k e t hi s u p 
wit h S p e n c er b e c a us e h e  h as pr es e nt e d hi m s elf t o us as t h e bi g 
c hi ef at L C & F a n d h e i n vit e d Si m o n t o t h e m e eti n g, w e b eli e v e d 
w e w er e t al ki n g c a n di dl y t o tr ust e d p art n ers w h o h a d s p e cifi c all y 
b e e n i n vit e d b y t h e L C & F est a blis h m e nt ’ 

H e s ai d: ‘I will t a k e it u p f or S p e n c er, j ust s o y o u k n o w, t h er e is 
n o si d e a gr e e m e nt  / l e g al a gr e e m e nt b e hi n d t h e s c e n es, I o w n 
L C & F a n d S p e n c er d o es n ot . H o w e v er, S p e n c er is v er y 
i m p ort a nt t o m y o p er ati o n a n d i will c o nti n u e t o h a v e a g o o d 
w or ki n g r el ati o ns hi p wit h hi m a n d hi m wit h m e ’ 

S o y o u u n d erst a n d t h e t o n e, A n d y w as n't r e all y c o m pl ai ni n g or 
a n n o y e d, h e w as j ust tr yi n g t o e x pr ess t o m e a fr ustr ati o n t h at h e 
m ust n't b e l eft o ut b e c a us e a ct u all y it's his b usi n ess a n d h e 
w a nt e d t o m a k e it cl e ar t h at if w e t hi n k S p e n c er is a c o ntr olli n g 
p art n er / o w n er h e is n ot. T his is c o ntr ar y t o w h at w e h a v e b e e n 
l e d [t o] b eli e v e all al o n g . I w as s ur pris e d s o I d o u bl e c h e c k e d, I 
s ai d: ‘D i d y o u c o m e u p wit h t h e c o n c e pt of S A F E , w as at all 
y o ur i d e a a n d y o u l a u n c h e d it as a st art u p ? ’ Hi m : ‘ Y es ot h ers 
w er e i n v ol v e d b ut y es it's m y c o n c e pt a n d as of a f e w m o nt hs 
a g o I a m a s ol e o w n er of t hi s b usi n ess ’ 

I d o n't k n o w w h at t o b eli e v e ?! ? Is t hi s a bit li k e if I s ai d y es t his 
is m y b usi n ess, n ot hi n g t o d o wit h P a ul, c h e c k at c o m p a ni es 
h o us e. C o m p a ni es h o us e w o ul d j ust s h o w m e b ut w e all k n o w 
P a ul is t h e visi o n ar y a n d I j ust cr e at e s yst e ms t o a cti o n t h e 
pr a cti c aliti es.   

BI G I S S U E:  

T h e F C A c o nt a ct e d A n d y 1 0 d a ys a g o t o s a y t h at t h e y h a v e 
r e c ei v e d n u m er o us c o m pl ai ns r e TI E pr o m oti n g L C & F. T h e y 
h a v e als o b e e n f or w ar d e d e m ail c o m m u ni c ati o ns fr o m TI E st aff. 
T h e y h a v e m yst er y s h o p p e d us. I n t h e F C As o pi ni o n, w e ar e 
mi ss -s elli n g [si c]. It is n ot O K t o st at e t h at b o n d h ol d ers c a pit al 
is 1 0 0 % s af e, t h er e ar e ri s ks a n d w e ar e n o l o n g er all o w e d t o b e 
s o c at e g ori c al i n o ur st at e m e nts . W e h a v e b e e n o p er ati n g i n g o o d 
f ait h b ut n o w A n d y h as al ert e d  us t o r e q u est e d c h a n g es w e c a n 
a d a pt as n e c ess ar y.  
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T h e F C A w e nt o n t o st at e t h at t h e L C & F w e bsit e c o nstit ut es a 
fi n a n ci al pr o m oti o n i n it s o w n ri g ht a n d as it w as n ot S e cti o n 2 1 
a p pr o v e d t h e y c o ul d s h ut it d o w n. H e pr o m ptl y g ot S e nti e nt t o 
a p pr o v e it a n d a v oi d e d t his. H e is n o w v er y c a uti o us a b o ut n e w 
c o nt e nt a n d w o ul d li k e e v er yt hi n g t o g o t hr o u g h a v etti n g 
pr o c ess wit h s e nti e nt ( vi a An d y ) b ef or e r el e as e. T his m a k es 
s e ns e. 

A n d y h as h a d t w o h o ur l o n g c o n v ers ati o ns wit h t h e F C A a n d is 
n o w i m pl e m e nti n g t h e n e c ess ar y c h a n g es w hi c h will i m p a ct us. 
B y cl os e of b usi n ess t o m orr o w, w e will h a v e a li st of c h a n g es t o 
m a k e. T h e F C A will gi v e us u ntil t h e 1st F e br u ar y t o i m pl e m e nt 
t h es e ch a n g es. H e s ai d w e h a v e t o s h o w t h e I M e arli er i n t h e 
pr o c ess a n d m a k e m or e of a f e at ur e of it.  

A n d y  will als o writ e a li st of st at e m e nts t h at t h e s al es t e a m ar e 
usi n g w hi c h n e e d t o b e a dj ust e d, it will t a k e hi m a f e w d a ys t o 
c o m pl et e t hi s. Will b e ar o u n d h o w w e c o m m u ni c at e t h e 1 0 0 %  
s af e / s e c ur e d m ess a g e. ”  

1 0 2 2.  I fi n d t h at t his e m ail c o nt ai n e d s e v er al al ar mi n g f e at ur es: 

i. T h er e w er e f urt h er c h a n g es t o t h e pr o p os e d s e c urit y. It w as n o l o n g er t o b e o v er 
pr o p ert y b ut w as o v er a l o a n n ot e a n d it w as f or £ 1 5  milli o n . T h er e w as still n o 
cl arit y a b o ut it.   

ii. T h er e w as t h e “ cr u ci al ” i nf or m ati o n a b o ut t h e l o a n b o o k. T h er e w er e s ai d t o b e 8 0 
l o a ns, all t o Mr G ol di n g’s b usi n ess es.  

iii. Ms V e n n als o s ai d,  “ t h e y ar e fu n di n g t h eir o w n o p er ati o ns ” . I n ot h er w or ds, s h e 
u n d erst o o d t h at Mr G ol di n g a n d his ass o ci at es w er e o n b ot h si d es of t h e l e n di n g 
tr a ns a cti o ns ( “t h e y ” a n d “t h eir o w n ” r ef er t o t h e s a m e gr o u p of p e o pl e, r el at e d t o 
Mr G ol di n g ). 

1 0 2 3.  I h a v e alr e a d y a d dr ess e d t h e p ass a g es a b o ut t h e o w n ers hi p of L C F a n d c o n cl u d e d t h at 
t h e S ur g e D ef e n d a nts di d n ot k n o w w h at t o m a k e of Mr T h o ms o n’s cl ai ms t o b e t h e s ol e 
o w n er, b ut t h at t h e y c o nti n u e d t o tr e at Mr G ol di n g as h a vi n g a c o ntr olli n g i nfl u e n c e o v er 
L C F.  

1 0 2 4.  As t o t h e i nf or m ati o n a b o ut all t h e l o a ns b ei n g m a d e t o G ol di n g -r el at e d b usi n ess es, Mr 
C ar el ess s ai d i n his wit n ess st at e m e nt t h at h e k n e w t h at t hi s w as n ot a r ef er e n c e t o 8 0 
b orr o w ers. I n d e e d, as n ot e d a b o v e, Mr T h o ms o n h a d e x pl ai n e d i n D e c e m b er 2 0 1 5 t h at 
t h er e w er e fi v e b orr o w ers a n d Ms V e n n h a d s p e c ul at e d t h at t h es e w er e all c o n n e ct e d wit h 
Mr G ol di n g.  

1 0 2 5.  M or e o v er,  in his or al e vi d e n c e , Mr C ar el ess  s ai d t h at “I h a d alr e a d y w or k e d t h at o ut, 
pr ett y m u c h, f airl y e arl y o n ”  (i. e. e v e n b ef or e t hi s e m ail). T h at w as at a ti m e w h e n h e 
t h o u g ht Mr G ol di n g w as t h e dri vi n g f or c e b e hi n d L C F ( a n d h a d n ot h e ar d Mr T h o ms o n ’s 
cl ai ms of s ol e o w n ers hi p). H e n c e, h e h a d w or k e d o ut  at a n e arl y st a g e t h at Mr G ol di n g  
or his r el at e d b usi n ess es w er e o n b ot h si d es of t h e l e n di n g r el ati o ns hi p ; a n d t h at his  
b usi n ess es w er e t h e o nl y b orr o w ers.  
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1 0 2 6.  T h e e m ail als o s h o ws t h at , b y t hi s d at e , Mr T h o ms o n h a d n ot r es p o n d e d t o Mr P artri d g e’s 
r e q u ests f or d u e dili g e n c e a b o ut L C F a n d it s ass ets. Mr T h o ms o n ’s e x c us e w as t h at h e 
h a d n ot r e c ei v e d Mr P artri d g e’s e m ails.  I fi n d t h at e v er y o n e at S ur g e k n e w t h at w as a 
v er y p o or e x c us e.  

1 0 2 7.  Mr C ar el ess ’s m ai n f o c u s w as o n t h e fi n al p oi nt i n Ms V e n n ’s e m ail: t h at t h e F C A h a d 
“r e c ei v e d n u m er o us c o m pl ai ns [si c] r e TI E pr o m oti n g L C & F ” a n d h a d c o n cl u d e d t h at 
S ur g e  w as mi s -s elli n g. Mr C ar el ess  r es p o n d e d q ui c kl y. H e e m ail e d hi s c oll e a g u es 
(i n cl u di n g Mr R uss ell -M ur p h y  a n d Ms B al d o c k) o n 2 5  J a n u ar y 2 0 1 6  t o s a y: 

“ S o m et hi n g is c o mi n g o ur w a y … T h e d ots ar e f or mi n g a li n e 
a n d w e h a v e t o o m u c h t o l os e t o n ot [t a k e] a cti o n. T h er ef or e: - ”  
 
1. P a us e all TI E a d v ertisi n g  
2. P ull TI E d o w n, n o p a g es li v e, h a v e a p a g e s a yi n g, “ T his sit e 
is c urr e ntl y offli n e. ” … 
 
It c o ul d b e a c o m p etiti o n or a n y o n e, e v e n s o m e o n e w h o r e c e ntl y 
l eft. S o m e p e o pl e w h e n t h e y ar e n ot all o w e d t o pl a y i n g o al, tr y 
a n d p o p t h e b all. Eit h er w a y, f or n o w it cl os es.  
 
L astl y. All c o n n e cti o ns, I P, Li mit e d C o m p a ni es or p e o pl e 
c o n n e ct e d wit h TI E n e e d c o nsi d eri n g or r e m o vi n g fr o m all o ur 
ot h er sit es. C o nsi d er it t o xi c . 
 
As hl ei g h a n d R y a n t hi s is pr e d o mi n a ntl y  f or y o u 
 
R e p ort w h e n c o m pl et e d. T h es e a cti o ns m a y n ot st o p w h at m a y 
c o m e b ut it m a y h el p. It c a n al w a ys a n d e asil y r el a u n c h. N ot hi n g 
is f or e v er.”  

1 0 2 8.  T h e sit e w w w.i n v est m e nt -e x p erts -o nli n e. c o. u k w a s i m m e di at el y t a k e n d o w n.  

1 0 2 9.  O n 2 6  J a n u ar y 2 0 1 6  Mr C ar el ess  e m ail e d Mr R uss ell -M ur p h y , Mr J o n es , Ms V e n n  a n d 
Ms B al d o c k, wit h t h e s u bj e ct “ TI E ”:  

 “ As y o u k n o w I h a v e br o u g ht TI E d o w n. It is a pr e -e m pti v e 
m o v e as I a m e x p e cti n g r e p er c ussi o ns fr o m t h e F C A r e g ar di n g 
s o m e of o ur d e ali n gs wit h cli e nts. W h er e w e g o fr o m h er e is n ot 
d e ci d e d b ut t o h e a d off a p ot e nti al iss u e of br e a c hi n g t h e gr e y 
ar e a of a d vi c e wit h at l e a st o n e of o ur A n al yst s is p ar a m o u nt … 
K err y –  Pl e as e l et m e k n o w w h at cr oss p olli n ati o n is e xisti n g 
b et w e e n TI E a n d ot h er e ntiti es … T h e n w e w ait a n d s e e w h at 
h a p p e ns ”.  

1 0 3 0.  Ms V e n n  e m ail e d e v er y o n e t o t ell t h e m t o r e m o v e a n y r ef er e n c e t o TI E fr o m Li n k e dI n.  

F urt h er r e q u ests f or i nf or m ati o n a b o ut L C F’s b orr o w ers   

1 0 3 1.  Mr T h o ms o n h a d still n ot gi v e n S ur g e a n y t esti m o ni als fr o m L C F’s b orr o w ers .  
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1 0 3 2.  O n 2 9  J a n u ar y 2 0 1 6  Ms V e n n  e m ail e d Mr C ar el e ss , s a yi n g,  

“ Mis si n g pi e c e of t h e ‘is it a p o n zi’ ji g s a w: w e n e e d a c c ess t o 
t h e l e n di n g b o o k, i n cl usi v e of d et ails r e t h e s e c urit y i n pl a c e, 
w h at p er c e nt a g e is pr o p ert y a n d at w h at g e ari n g, if n ot pr o p ert y 
w h at is it a n d h o w w as it v al u e d ? Is M ar k f oll o wi n g u p, I p ut  hi m 
b a c k i n c o nt a ct wit h A n d y o n A n d ys n e w e m ail a d dr ess .”  

1 0 3 3.  T his e m ail f oll o w e d a  dis c ussi o n b et w e e n Mr C ar el ess  a n d Ms V e n n . T his w as f o ur d a y s 
aft er t h e 2 5 J a n u ar y m e eti n g . T h e i nf or m ati o n i n t h at e m ail m ust h a v e b e e n fr es h i n t h eir 
mi n ds.  

1 0 3 4.  Mr C ar el ess  a gr e e d i n his or al e vi d e n c e t h at t hi s w as a s eri o us e m ail ( n ot a j o k e), f o c us e d 
o n w h at w as n e e d e d f or S ur g e  t o b e s ati sfi e d t h at it c o ul d c o nti n u e  w or ki n g f or L C F.  

1 0 3 5.  H e als o a c c e pt e d t h at h e  h a d h a d dis c ussi o ns wit h b ot h Ms V e n n a n d Mr P artri d g e a b o ut 
t h e p ossi bilit y t h at L C F mi g ht b e a P o n zi s c h e m e. H e s ai d t h at t h e r e as o n f or t hi s w as 
t h at t h e y w er e w or ki n g i n a n u nr e g ul at e d ar e a w h er e t h er e w as a l ot of c y ni cis m. H e als o 
s u g g est e d t h at t h e i d e a of a P o n zi s c h e m e w as a n o bs essi o n of Mr P artri d g e. H o w e v er , 
his e m ail s h o ws t h at it w as s o m et hi n g t h at h e als o dis c uss e d wit h Ms V e n n a n d , as h e 
a c c e pt e d, it w as a s eri o u s dis c ussi o n, n ot m er e b a nt er . I fi n d t h at t hi s s h o ws th at Mr 
C ar el ess , Ms V e n n a n d Mr P artri d g e c o nti n u e d t o h a v e r e al c o n c er ns t h at L C F  o p er ati n g 
a n i n v est m e nt fr a u d .  

1 0 3 6.  I n cl osi n g s u b missi o ns, t h e S ur g e D ef e n d a nts ar g u e d t h at Ms V e n n w o ul d n ot h a v e us e d 
t h e w or d “ p o n zi ” if s h e h a d a ct u all y h ar b o ur e d a n y s us pi ci o ns a b o ut L C F. I r ej e ct t hi s. 
S h e us e d t h e t er m b e c a u s e s h e , Mr C ar el ess a n d Mr P artri d g e i n d e e d h a d r e al c o n c er ns 
t h at L C F mi g ht i n d e e d b e a P o n zi s c h e m e. I fi n d h o w e v er t h at Mr C ar el es s w as willi n g 
t o g a m bl e t h at t h e b u c k w o ul d n ot c o m e t o r est wit h hi m if L C F c oll a ps e d. H e w a nt e d t o 
m ai nt ai n t h e c o m missi o ns.  

1 0 3 7.  T h e e m ail als o s h o ws t h at Mr C ar el ess  k n e w w h at t h e y n e e d e d t o s ati sf y t h e ms el v e s: t h at 
is, f urt h er i nf or m ati o n a b o ut t h e l o a n b o o k, a n d t h e s e c urit y a n d h o w it w a s v al u e d. As 
e x pl ai n e d f urt h er b el o w, t hi s i nf or m ati o n w as n e v er i n f a ct pr o vi d e d t o S ur g e. S ur g e di d 
n ot o bt ai n a c c ess t o i nf or m ati o n a b o ut t h e l o a n b o o k; di d n ot o bt ai n d et ails a b o ut t h e 
p er c e nt a g es of s e c urit y w hi c h w as i n pr o p ert y; a n d di d n ot s e e a n y pr o p ert y v al u ati o ns . 
I n s h ort, t h e S ur g e D ef e n d a nts t h o u g ht at t h e ti m e t h at t h e y n e e d e d t hi s  i nf or m ati o n i n 
or d er t o a d dr ess t h eir c o n c er ns, b ut n e v er o bt ai n e d it.  

1 0 3 8.  O n 1 F e b r u ar y 2 01 6  M r P artri d g e i n d e e d as k e d Mr C ar el ess  if h e s h o ul d c o nti n u e t o 
“r e q u est D D i nf or m ati o n ” fr o m Mr T h o ms o n.  T his s h o ws t h at L C F h a d n ot y et pr o vi d e d 
s uffi ci e nt i nf or m ati o n f or S ur g e  t o b e s ati sfi e d it w as a l e giti m at e b usi n ess.  

1 0 3 9.  At a b o ut t hi s ti m e, o n e of t h e l ar g est e v er i n v est m e nts i nt o L C F b o n ds w as b ei n g 
dis c uss e d wit h a p ot e nti al i n v est or . H e w as c o nsi d eri n g h o w t o i n v est £ 1. 2 5 milli o n  fr o m 
a s ettl e m e nt s u m r e c ei v e d i n r es p e ct of a lif e-c h a n gi n g i nj ur y t o his d a u g ht er. Mr R uss ell -
M ur p h y  visit e d t h e i n v est or at h o m e t o di s c uss it.  Mr C ar el ess  s ai d,   

“if J R M p ull s off t h at 1 m Fri d a y t h e n I’ll b e b u yi n g a 7 0 k c ar 
wit h t h e c o m m s t h e w e e k aft er … O p er ati o n f u c k y o u e v er y o n e 
w h o di d n't b eli e v e. ”   
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1 0 4 0.  Mr R uss ell -M ur p h y w as p ers u asi v e. T h e i n v est m e nt w as m a d e a n d £ 1. 2 5  milli o n  w as 
r e c ei v e d t hr o u g h G C E N o n 1 8 F e br u ar y 2 0 1 6 . S ur g e r e c ei v e d £ 3 1 2, 5 0 0 as c o m missi o n 
o n t hi s tr a ns a cti o n ( as p art of a p a y m e nt of £ 3 7 0 , 0 0 0 r e c ei v e d o n 1 9 F e br u ar y 2 0 1 6) . T h e 
s a m e d a y , Mr C ar el ess  us e d  t h e c o m missi o n o n t his tr a ns a cti o n t o p a y a o n e -off b o n u s 
of £ 1 0 0, 0 0 0 e a c h f or hi ms elf a n d Mr R uss ell -M ur p h y . S ur g e als o p ai d £ 1 0, 0 0 0 t o Mr 
G ol di n g ’s s o n, L e wis, wit h t h e r ef er e n c e “ C ar el ess J R M ”. Mr C ar el es s  s e nt a t e xt 
m ess a g e t h e s a m e d a y s a yi n g , “ S p e n c er p a y m e nt d o n e ” .  

1 0 4 1.  M or e g e n er all y, Mr C ar el ess  w as c o ns u m e d b y m a ki n g as m u c h m o n e y  as p ossi bl e as 
q ui c kl y as h e c o ul d . H e a c c e pt e d i n his e vi d e n c e t h at h e w a nt e d t o g et ri c h; h e w a nt e d t o 
m a k e e n o u g h m o n e y o v er t hr e e t o fi v e y e ars t o l e a v e wit h milli o ns i n t h e b a n k . I fi n d 
t h at t he dri v e t o g et ri c h q ui c k w as al m ost a n o bs essi o n  a n d it o ut w ei g h e d  t h e n e c essit y, 
w hi c h Mr C ar el ess h a d i d e ntifi e d, of p urs ui n g diffi c ult q u esti o ns wit h Mr T h o ms o n or 
Mr G ol di n g . H e k n e w t h at h e o u g ht t o h a v e b e e n p urs ui n g d u e dili g e n c e b ut w as m or e 
f o c us e d o n m a k i n g m o n e y.  

1 0 4 2.  H e c o nti n u e d t o set d e m a n di n g s al es t ar g ets f or his t e a m.  

1 0 4 3.  Mr C ar el ess  als o c o nti n u e d t o pr o gr ess t h e dis c ussi o ns a b o ut a pr o p os e d e x cl usi vit y 
a gr e e m e nt wit h Mr H u m e -K e n d all  a n d Mr G ol di n g  (s e e [3 3 6 ] t o [3 4 2 ] a b o v e).  

Vi d e o pr o d u c e d i n M ar c h 2 0 1 6  

1 0 4 4.  S ur g e pr o d u c e d a n d a d d e d a vi d e o t o it s w e bsit e i n M ar c h 2 0 1 6. It i n cl u d e d t h e f oll o wi n g 
st at e m e nts . 

i. It e x pl ai n e d t h at L C F w as a l e a di n g pr o vi d er of l o a ns t o U K b usi n ess es w hi c h 
t y pi c all y c h ar g e d b orr o w ers b et w e e n 1 2%  a n d 2 0 % p er a n n u m .  

ii. It s ai d t h at L C F h a d a n e x p eri e n c e d l e n di n g t e a m w hi c h t h or o u g hl y ass esse d  e a c h 
a p pli c ati o n b ef or e a gr e ei n g t o l o a n a p pli c ati o ns. All l e n di n g w as s ai d t o b e s e c ur e d.   

iii. It s ai d, “ [ y]o ur i n v est m e nt is s e c ur e d a g ai nst o ur w h ol e l o a n b o o k , s o as o ur l o a n 
b o o k gr o ws, s o d o es t h e di v ersifi c ati o n  of s e c urit y; as a n i n v est or all of y o ur fu n d s 
ar e s e c ur e d wit h n o u p p er li mit.”   

i v. It s ai d, “[ d]u e t o o ur stri ct l e n di n g crit eri a, s e c ur e d ass ets a n d t h e di v ersifi c ati o n, 
w e h a v e a 1 0 0 % s u c c ess r at e i n r e p a yi n g i n v est ors i n f ull al o n g wit h t h eir i nt er est. ”  

1 0 4 5.  T his vi d e o r e m ai n e d o n t h e w e bsit e. T h er e is a n e x a m pl e of Mr C ar el ess e n c o ur a gi n g 
o n e of t h e s al es t e a m t o us e it i n A u g ust 2 0 1 6.  

F urt h er i nf or m ati o n  i n M ar c h a n d A pril 2 0 1 6  

1 0 4 6.  I n e arl y M ar c h 2 0 1 6 M r P artri d g e m et Mr T h o m s o n,  w h o a gr e e d t o pr o vi d e hi m wit h 
“t h e s e c urit y d o c u m e nts h el d b y L C F a g ai nst t h e l o a ns pr o vi d e d t o d at e ” . Mr T h o ms o n 
f ail e d t o pr o vi d e t h es e t o Mr P artri d g e,  w h o c h as e d hi m o n 1 A pr il 2 01 6 , as ki n g als o t o 
s e e a s c h e d ul e of l o a ns . Mr P artri d g e c o nti n u e d t o r e c o g nis e t h at t hi s i nf or m ati o n w as 
n e e d e d.  

1 0 4 7.  O n 1 A pril 2 0 1 6 Mr T h o ms o n a p ol o gi s e d f or t h e d el a y a n d s ai d t h at h e h a d b e e n w aiti n g 
f or o n e p arti c ul ar d o c u m e nt t o b e c o m e a v ail a bl e. H e r ef err e d t o d o c u m e nts c o n c er ni n g 
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t h e D o mi ni c a n R e p u bli c a n d s ai d h e w o ul d t h e n s e n d o v er a d u e dili g e n c e p a c k. H e 
r ef err e d t o l o a n a gr e e m e nts, v al u ati o ns a n d s e c urit y d o c u m e nts. O n 1 A pril 2 0 1 6 Mr 
P artri d g e r e pli e d, as k i n g hi m t o s e n d o v er t h e d o c u m e nts c urr e ntl y a v ail a bl e a n d t h e l o a ns 
t h e y p ert ai ne d  t o. Mr T h o ms o n di d n ot s e n d a n yt hi n g.  

1 0 4 8.  Mr P artri d g e i nf or m e d  Mr C ar el ess  a b o ut his c o m m u ni c ati o ns wit h Mr T h o ms o n.  Mr 
C ar el ess  t h er ef or e k n e w t h at Mr T h o ms o n h a d m e nti o n e d h a vi n g s e c urit y o v er l a n d i n 
t h e D o mi ni c a n R e p u bli c. T his w as t h e l eis ur e a n d t o uris m b usi n ess t h e y h a d dis c uss e d 
i n F e br u ar y 2 0 1 5, a n d w hi c h Mr C ar el ess  a n d Ms V e n n h a d t h o u g ht w o ul d b e c o nsi d er e d 
t o o hi g h-ris k t o b e attr a cti v e t o r et ail i n v est ors.  

1 0 4 9.  O n  8  A pril 2 0 1 6  Mr T h o ms o n t ol d Mr C ar el ess  ( c c. Mr R uss ell -M ur p h y  a n d Ms V e n n ) 
t h at h e h a d “i nstr u ct e d [ his] s oli cit or t o s e n d M ar k all t h e d o cs ”. M r L e e s e nt a n e m ail 
s a yi n g , “I h a v e n ot h e ar d fr o m y o ur s oli cit or y et! ” Mr P artri d g e  w as tr yi n g t o o bt ai n all 
L C F’s s e c urit y a n d l o a n d o c u m e nts fr o m Mr T h o m s o n.  Mr T h o ms o n t ol d Mr L e e t o s e n d 
t h e s e c urit y/l o a n d o c u m e nts t h e y w er e h ol di n g. 

1 0 5 0.  O n 1 2  A pril 2 0 1 6  Mr L e e s e nt M r P artri d g e a f a cilit y a gr e e m e nt b et w e e n L & T D, a 
c or p or at e g u ar a nt e e fr o m L o n d o n Gr o u p pl c a n d a d e b e nt ur e s u p p orti n g t h e f a cilit y 
a gr e e m e nt.   

1 0 5 1.  T his w as stri ki n gl y li mit e d i nf or m ati o n. It s h o w e d Mr P artri d g e a n d Mr C ar el ess  t h at 
L C F h a d o nl y o n e b orr o w er at t hi s st a g e;  a n d t h at Mr G ol di n g  a n d his ass o ci at es w er e 
b e hi n d t h e b orr o w er . C o ntr ar y t o t h e r e pr es e nt ati o ns i n t h e S ur g e -pr o d u c e d vi d e o, t h er e 
w as t h er ef or e n o  di v ersifi c ati o n  i n t h e l o a n b o o k. 

1 0 5 2.  Mr C ar el ess  s ai d i n his e vi d e n c e t h at h e w as at t hi s st a g e c o mf ort a bl e t h at L C F h a d 
e n o u g h s e c urit y . I d o n ot a c c e pt t hi s. I fi n d t h at S ur g e l a c k e d i d e a of t h e a ct u al v al u e of 
L C F’s s e c urit y, if i n d e e d t h er e w as a n y. S ur g e h a d n ot b e e n pr o vi d e d wit h t h e 
i nf or m ati o n li st e d i n Ms V e n n’s e m ail of 2 9 J a n u ar y 2 0 1 5 ( w hi c h i n cl u d e d t h e u n d erl yi n g 
s e c urit y d o c u m e nts a n d v al u ati o ns).  M or e o v er , Mr T h o ms o n h a d b y t h at st a g e gi v e n 
i n c o nsist e nt a n d v a g u e a n s w ers a b o ut t h e s e c urit y. S ur g e h a d as k e d f or m or e i nf or m ati o n 
b e c a us e it h a d c o n c er ns a b o ut t h e l e giti m a c y of L C F. D es pit e t h e a bs e n c e of t hi s b asi c 
i nf or m ati o n, S ur g e c o nti n u e d t o m ar k et L C F’s b o n d s a n d e ar n l ar g e c o m missi o ns.  

1 0 5 3.  I fi n d t h at t h e p a u cit y of t h e i nf or m ati o n pr o vi d e d b y Mr L e e i n r es p o ns e t o Mr 
P artri d g e’s r e q u ests w as f urt h er r e as o n f or S ur g e t o b e c o n c er n e d a b o ut t h e l e giti m a c y of 
L C F. Mr P artri d g e h a d b e e n s e e ki n g b asi c i nf or m ati o n a b o ut L C F si n c e D e c e m b er 2 0 1 5 
a n d S ur g e w o ul d h a v e e x p e ct e d a l e giti m at e b usi n ess t o b e a bl e t o pr o vi d e it , m or e or 
l ess b y r et ur n. T h e i nf or m ati o n s e nt b y Mr L e e i n A pril 2 0 1 6 di d n ot c o nstit ut e w h at 
S ur g e h a d b e e n s e e ki n g.  

R ef er e n c es t o G S T  

1 0 5 4.  I n m ar k eti n g t h e b o n ds, t h e S ur g e s al esf or c e r ef err e d t o G S T a n d it s r ol e. 

1 0 5 5.  Mr S e d g wi c k c o ntr oll e d G S T . L C F e x e c ut e d d e b e nt ur es i n f a v o ur of G S T w hi c h w er e 
fil e d wit h C o m p a ni es H o us e o n 1 3 J a n u ar y 2 0 1 6 .  

1 0 5 6.  S ur g e ’s s al es t e a m  us e d G S T’s r ol e t o h el p t h e m t o s ell L C F b o n ds.  
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1 0 5 7.  F or e x a m pl e, Ms B al d o c k t ol d pr os p e cti v e i n v est ors o n 3 D e c e m b er 2 0 1 5 , “ All b o n d 
h ol d er f u n ds ar e pr ot e ct e d b y a n i n d e p e n d e nt s e c urit y tr ust e e w h o m a n a g es t h e s e c urit y 
h el d f or t h e i n v est or ”. Mr R uss ell -M ur p h y  e m ail e d pr os p e cti v e i n v est or s t o t ell t h e m 
a b o ut t h e “t hir d p art y ” G S T “ w h o e ns ur es t h er e is al w a ys a d e q u at e s e c urit y i n pl a c e t o 
pr ot e ct t h e b o n d h ol d ers ” .  

1 0 5 8.  A s al es m a n at S ur g e  t ol d pr os p e cti v e i n v est ors o n 1 3 J u n e 2 0 1 6 ,  

“ A n i n d e p e n d e nt s e c urit y tr ust e e, Gl o b al S e c urit y Tr ust e es Lt d, 
h ol ds a c h ar g e o v er all L C F’s ass ets (t o i n cl u d e a n y n e w s e c urit y 
L C F t a k es f or a d diti o n al l o a ns m a d e) w hi c h it h ol ds o n b e h alf of 
all b o n d h ol d ers .”   

1 0 5 9.  Si mil ar st at e m e nts w er e i n cl u d e d i n a n L C F f a ct s h e et, w hi c h Mr R uss ell -M ur p h y  
cir c ul at e d t o S ur g e ’s s al e s t e a ms o n 4  J a n u ar y 2 0 1 6  a n d a g ai n o n 1 4  J a n u ar y 2 0 1 6 ,  

“ T h es e ass ets ar e t h e n h el d i n t h e f or m of a d e b e nt ur e b y Gl o b al 
S e c urit y Tr ust e e’s, a t hir d p art y c o m p a n y w h o e n s ur es t h er e is 
al w a ys a d e q u at e s e c urit y i n pl a c e t o pr ot e ct t h e b o n d h ol d ers .”   

1 0 6 0.  Mr C ar el ess  a c c e pt e d t h at h e k n e w t h at S ur g e’s st aff e m p h asis e d t h e i n d e p e n d e n c e of 
G S T i n t h eir dis c ussi o ns wit h m e m b ers of t h e p u bli c.  

1 0 6 1.  T h er e w as a li v e c h at f u n cti o n o n L C F’s w e bsit e, st aff e d b y S ur g e ’s s al es t e a m . T h e s al es 
t e a m als o us e d t hi s t o t ell pr os p e cti v e i n v est ors a b o ut t h e r ol e of t h e i n d e p e n d e nt tr ust e e, 
a m o n g ot h er t hi n gs.  

1 0 6 2.  Mr C ar el ess  a n d Ms V e n n b e c a m e c o n c er n e d t h at G S T h a d n o o nli n e pr o v e n a n c e or 
cr e di bilit y. Ms V e n n e m ail e d Mr T h o ms o n o n 3 D e c e m b er 2 0 1 5  t o s a y,  

“ Gl o b al S e c urit y Tr ust e es Li mit e d d o n’t h a v e a w e bsit e, I 
b eli e v e t h e y ar e a n e w c o m p a n y. T his is s o m et hi n g t h at t h e m or e 
r es e ar c h ori e nt e d / c uri o us i n v est ors will pi c k u p o n. It will 
gr e atl y assi st o ur s al es if t h e y b uil d a w e bsit e s o t h e y h a v e a n 
o nli n e  pr es e n c e .”   

1 0 6 3.  T his c o n c er n c o nti n u e d w ell i nt o 2 0 1 6.  

1 0 6 4.  O n  3  M a y 2 0 1 6  Mr C ar el ess , w h o w as r e vi e wi n g a w e b c h at b et w e e n a n e m pl o y e e a n d a 
p ot e nti al i n v est or a b o ut G S T,  s ai d t h at h e w o ul d “ c h at wit h A n d y o n T h urs d a y a b o ut 
s etti n g u p a g o o d o nli n e tr ail of pr o v e n a n c e t o e ns ur e w h e n G o o gl e d it pr o vi d es c o mf ort .”  

1 0 6 5.  O n  5  M a y 2 0 1 6  Ms B al d o c k s ai d i n a n e m ail t o Mr T h o ms o n t h at it w as e m b arr assi n g 
a n d u n pr of essi o n al t h at t h e y di d n ot h a v e e n o u g h i nf or m ati o n a b o ut G S T.  

1 0 6 6.  Mr T h o ms o n r e pli e d o n 6  M a y 2 0 1 6 . H e w as dis mi ssi v e of Ms B al d o c k’s m ess a g e a n d 
s e e m e d t o h a v e b e e n a n g er e d b y it. H e s ai d t h at S ur g e h a d  e n o u g h i nf or m ati o n, 
ess e nti all y  t h at “ G S T is a c o m p a n y s et u p b y l a w y ers w h o h a v e 1 2 0 y e ars c o m bi n e d 
e x p eri e n c e i n t hi s i n d ustr y a n d h a v e s p e cifi c all y s et u p G S T t o pr o vi d e a v e hi cl e t o 
i n d e p e n d e ntl y r e pr es e nt i n v est or i nt er ests. ”  
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1 0 6 7.  T his w as n ot a n a d e q u at e a ns w er. Mr T h o ms o n k n e w t h at Mr S e d g wi c k  w a s w or ki n g f or 
t h e L o n d o n Gr o u p c o m p a ni es, i. e. t h e b orr o w ers, a n d t h at a k e y f u n cti o n of a n y s e c urit y 
tr ust e e w o ul d b e t o e nf or c e s e c urit y a g ai nst t h e b orr o w ers. T h er e w as a n o b vi o us c o nfli ct 
a n d G S T c o ul d n ot i n d e p e n d e ntl y r e pr es e nt t h e i n v est ors a g ai nst t h e b orr o w ers.  

1 0 6 8.  Ms V e n n w as n ot s ati sfi e d wit h t h e i nf or m ati o n fr o m Mr T h o ms o n.  S h e e m ail e d Mr 
C ar el ess  o n  7  M a y 2 0 1 6  s a yi n g , “ G S T n e e d a pr o p er o nli n e pr es e n c e. T h e y pl a y a n 
i m p ort a nt r ol e y et a n y o n e g oi n g [si c] D D w o n’t fi n d m u c h a b o ut t h e m a n d t h e y ar e n ot 
F C A r e g ul at e d ” . T h at  i m p ort a nt r ol e i n cl u d e d b ei n g i n a p ositi o n t o e nf or c e t h e s e c urit y 
if L C F c oll a ps e d.  

1 0 6 9.  Mr C ar el ess  r eit er at e d t hi s t o Mr T h o ms o n ( b c c. M r P artri d g e a n d ot h ers) o n 7 M a y 2 0 1 6. 
H e s ai d t h at h e w as writi n g “ Off r e c or d ” . H e s ai d t hat G S T n e e d e d a pr o p er o nli n e 
pr es e n c e  as t h e y pl a y e d a n i m p ort a nt r ol e. D u e dili g e n c e w o ul d n ot r e v e al m u c h,  a n d 
t h e y w er e n ot F C A r e g ul at e d. H e a d d e d  t h at h e w as h a p p y t o s et u p t h e o nli n e pr o v e n a n c e 
fr e e, “s o t h e iss u e dis a p p e ars ” . H e  m e a nt t h e iss u e of t h e l a c k of i nf or m ati o n a b o ut G S T 
i m p e di n g b o n d s al es. I fi n d t h at i n t hi s e m ail, h e w as e x pr essi n g c o n c er n s a b o ut t h e s al es 
a n gl e , r at h er t h a n t h e l a c k of i n d e p e n d en c e of G S T.  

1 0 7 0.  M r P artri d g e r e a d t h e e m ail c h ai n a n d w as c o n c er n e d b y Mr T h o ms o n ’s st at e m e nt a b o ut 
G S T h a vi n g b e e n s et u p “t o pr o vi d e a v e hi cl e t o i n d e p e n d e ntl y r e pr es e nt i n v est or 
i nt er ests ”. H e k n e w t h at G S T w as i n f a ct c o n n e ct e d wit h L C F a n d L o n d o n Gr o u p i n 
v ari o us w a ys. H e e m ail e d Mr T h o ms o n ( c c. Mr C ar el ess  a n d Mr R uss ell -M ur p h y ) o n 9  
M a y 2 0 1 6 , s a yi n g: 

“ Hi A n d y  
H o p e y o u ar e w ell. J ust s e e n t h e tr ail b el o w.  
T h er e is a st at e m e nt t h at G S T ar e i n d e p e n d e nt.  
Wit h o ut c asti n g as p ersi o ns or c o m m e nti n g o n t h eir m a g nit u d e 
t h er e ar e a n u m b er of c o n n e cti o ns b et w e e n L C F a n d G S T. 
W hil st d oi n g o ur D D w e di d n ot e t h at:  
G S T, L C F a n d L G ( a n d s u bsi di ari es et c) s h ar e t h e s a m e 
r e gist er e d offi c e. 
T h e s ol e Dir e ct or a n d s h ar e h ol d er of G S T is als o C o m p a n y 
S e cr et ar y at L G a n d i n d e e d m ost of L G’s gr o u p.  
L G’s gr o u p pr es u m a bl y o w ni n g t h e m ai n U K ass et as w ell as 
o v ers e as ass ets u p o n w hi c h L C F is r el yi n g.  
As I a m s ur e y o u ar e v er y a w ar e .”  

1 0 7 1.  T his s p elt o ut f or b ot h Mr T h o ms o n a n d Mr C ar el ess  t h at t h e st at e m e nt t h at G S T w as 
i n d e p e n d e nt w as p ot e nti all y mi sl e a di n g . T h er e w er e c o n n e cti o ns b et w e e n G S T o n t h e 
o n e h a n d,  a n d b ot h L C F a n d t h e L o n d o n Gr o u p of c o m p a ni es  o n t h e ot h er . Mr P artri d g e 
als o n ot e d i n t hi s e m ail t h at t h e m ai n o v ers e as ass ets a n d U K ass et w er e o w n e d b y 
L o n d o n Gr o u p.  

1 0 7 2.  Aft er s o m e e v asi o n , Mr C ar el ess  a c c e pt e d i n his or al e vi d e n c e t h at h e u n d erst o o d t h at 
Mr P artri d g e w as s a yi n g t h at t h e p art y w hi c h w as s u p p os e d t o b e i n c h ar g e of e nf or c i n g 
t h e s e c urit y w as c o n n e ct e d wit h t h e b orr o w ers i n s o m e w a y. 
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1 0 7 3.  Mr C ar el ess  als o k n e w t h at hi s o w n st aff w er e e m p h asisi n g t h e i n d e p e n d e n c e of G S T i n 
t h eir c o m m u ni c ati o ns wit h p ot e nti al i n v est ors. T his w as i n d e e d t h e r e as o n w h y Mr 
C ar el ess  w as e x er cis e d a b o ut t h e l a c k of a n o nli n e pr o v e n a n c e.  

1 0 7 4.  F oll o wi n g a c all b et w e e n Ms V e n n a n d Mr T h o ms o n o n 1 8  M a y 2 0 1 6 , Ms V e n n  e m ail e d 
Mr C ar el ess , Mr R uss ell -M ur p h y  a n d ot h ers t o s a y t h at “ G S T will r e m ai n i n pl a c e l o n g 
t er m ”. S h e as k e d: 

“ 1. H o w will w e r e pr es e nt w h at t h e y d o t o a d v a nt a g e s al es w h e n 
w e c a n n o l o n g er cl ai m t h e y m a n a g e t h e s e c urit y o n b e h alf of t h e 
i n v est or o n a d a y t o d a y b asis?  

2. H o w c a n w e b uil d t h e m a n o nli n e pr o v e n a n c e w h e n t h e y ar e 
eff e cti v el y a o n e or t w o s oli cit or fir m wit h o ut a tr a c k r e c or d ? 
T his is f urt h er e x a c er b at e d b y t h e f a ct t h at t h e m ai n s oli cit or is 
st a n di n g d o w n d u e t o a c o nfli ct of i nt er est ”.  

1 0 7 5.  T h e iss u es i n r es p e ct of G S T r e m ai n e d u nr es ol v e d.  

1 0 7 6.  I fi n d t h at Mr C ar el ess  k n e w t h at G S T w as c o n n e ct e d wit h t h e b orr o w i n g c o m p a ni es 
(a g ai nst w hi c h it w o ul d h a v e t o e nf or c e t h e s e c urit y  if L C F f ail e d). Mr C ar el ess  k n e w 
t h at t hi s m e a nt t h at t h e st at e m e nt t h at G S T w as i n d e p e n d e nt w as mi sl e a di n g (t his w as t h e 
p oi nt m a d e b y Mr P artri d g e i n his e m ail of 9  M a y 2 0 1 6 ). H e als o k n e w t h at his st aff w er e 
c o nti n ui n g t o e m p h asis e t h e i n d e p e n d e n c e of G S T. Mr C ar el ess di d n ot hi n g a b o ut t hi s , 
b ut all o w e d his st aff t o c o nti n u e t o r e pr es e nt t o i n v est ors t h at G S T w as i n d e p e n d e nt. I 
fi n d t h at h e w as a g ai n si n gl e-mi n d e dl y f o c us e d o n m a xi mi s i n g c o m missi o n r e v e n u es , 
a n d t h at t hi s o ut w ei g h e d t h e o b vi o us n e e d t o e ns ur e t h at t h e b o n d h ol d ers w er e n ot b ei n g 
mi sl e d.  

Mr P artri d g e’s c o n n e cti o ns a n al ysis  

1 0 7 7.  I n r es p o ns e t o Mr P artri d g e’s c o m m e nt i n his e m ail of 9 M a y 2 0 1 6  a b o ut t h e c o n n e cti o ns 
b et w e e n L C F a n d G S T, Mr R uss ell -M ur p h y  e m ail e d Mr P artri d g e ( c c . Mr C ar el ess ) 
s a yi n g, “ A n y ot h er li n k e d dir e ct ors hi ps et c w o ul d b e us ef ul ”.  

1 0 7 8.  Mr P artri d g e r es p o n d e d o n  9  M a y 2 0 1 6  b y pr o vi di n g Mr C ar el ess  a n d Mr R uss ell -
M ur p h y  wit h a c ol o ur -c o d e d s pr e a ds h e et i d e ntif yi n g c o n n e cti o ns b et w e e n L C F a n d 
v ari o us c o m p a ni es i n cl u di n g G S T, L o n d o n Gr o u p pl c, L & T D, L o n d o n Tr a di n g, L C C L, 
W at ersi d e Vill a g es a n d C V R es orts, as w ell as v ari o us ot h er c o m p a ni es c o n n e ct e d wit h 
Mr T h o ms o n,  Mr H u m e -K e n d all , Mr B ar k er  a n d Mr S e d g wi c k . H e al s o i d e ntifi e d 
o v erl a p pi n g offi c ers a n d s h ar e h ol d ers (i n cl u di n g Mr T h o ms o n,  Mr H u m e -K e n d all , Mr 
B ar k er  a n d Mr S e d g wi c k ).  

1 0 7 9.  Mr P artri d g e h a d c oll e ct e d t hi s i nf or m ati o n fr o m C o m p a ni es H o us e. H e h a d n ot b e e n 
pr o vi d e d wit h a n y f urt h er i nf or m ati o n b y L C F, Mr T h o ms o n or Mr G ol di n g . Mr C ar el ess  
k n e w t his.  

1 0 8 0.  T h e i nf or m ati o n o bt ai n e d b y M r P artri d g e ( a n d r e c or d e d i n his s pr e a ds h e et) s u g g est e d 
t h at t h e v al u e i n t h e gr o u p of c o m p a ni es l a y wit h L o n d o n Gr o u p pl c. Mr P artri d g e a n d 
Mr C ar el ess  k n e w t h at t h at c o m p a n y h a d gi v e n a g u ar a nt e e t o L C F , b ut h a d n ot gr a nt e d 
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s e c urit y. L & T D, w hi c h h a d gr a nt e d t h e d e b e nt ur e i n f a v o ur of L C F, w as s h o w n i n t h e 
s pr e a ds h e et as h a vi n g n o ass ets of a n y v al u e o n it s b al a n c e s h e et .  

1 0 8 1.  Mr C ar el ess  alr e a d y k n e w b ef or e t hi s e m ail t h at t h e  b orr o wi n g b usi n ess es w er e 
c o n n e ct e d wit h Mr G ol di n g , Mr H u m e -K e n d all , Mr S e d g wi c k  a n d Mr T h o ms o n . T his 
e m ail g a v e m or e d et ails . O n e of t h e d at a p oi nts i n t h e s pr e a ds h e et w as t h at Mr T h o ms o n 
w as s h o w n at C o m p a ni es H o us e as t h e h ol d er of 5 % of t h e s h ar es i n L o n d o n Gr o u p pl c, 
t h e c o m p a n y s h o w n t o h a v e t h e m ost v al u e (n et ass ets of £ 3 5. 8  milli o n ). H e n c e t h e S ur g e 
D ef e n d a nts k n e w fr o m t h e e m ail t h at Mr T h o ms o n w as i nt er est e d as a s h ar e h ol d er i n t h e 
L o n d o n Gr o u p .  

1 0 8 2.  M r P artri d g e r ef err e d i n a n e m ail t o Mr C ar el ess  o n 1 7 M a y 2 0 1 6 t o pr essi n g Mr 
T h o ms o n f or a si g n e d d e b e nt ur e a n d r ef err e d t o t h e “ c o m pl et e l a c k of s e c urit y ”.  

1 0 8 3.  Mr C ar el ess  s ai d i n e vi d e n c e t h at h e w as n ot a w ar e of t h e pr o bl e m o v er s e c urit y. H e als o 
s ai d t h at h e di d n ot u n d erst a n d t h e diff er e n c e b et w e e n a g u ar a nt e e a n d s e c urit y. I c a n n ot 
a c c e pt t hi s. H e k n e w t h at Mr P artri d g e h a d b e e n pr essi n g f or a d e b e nt ur e.   

1 0 8 4.  T o r e c a p , b y t hi s st a g e:  

i. Mr C ar el ess , Mr R uss ell -M ur p h y  a n d Ms V e n n k n e w t h at t h e l o a ns s o f ar m a d e b y 
L C F h a d b e e n m a d e t o o nl y a s m all n u m b er of c o m p a ni es. Mr C ar el ess  u n d erst o o d 
fr o m Mr T h o ms o n t h at alt h o u g h h e h a d r ef err e d t o “ 8 0 l o a ns ” di d n ot m e a n t h at 
t h er e w er e 8 0 b orr o w ers. H e k n e w t h e y w er e all t o “ S p e n c er r el at e d b usi n ess es ”.  

ii. Mr C ar el ess t h er ef or e k n e w t h at Mr T h o ms o n w a s r ef erri n g t o dr a w d o w ns r at h er 
t h a n b orr o w ers.  

iii. M r P artri d g e h a d n o w i d e ntifi e d L C F’s b orr o w er s ( a n d t h e r el e v a nt c o n n e cti o ns) 
i n t h e c ol o ur -c o d e d s pr e a ds h e et.  

i v. Mr C ar el ess t h er ef or e al s o k n e w t h at t h er e w as n o or v er y li mit e d di v ersifi c ati o n 
of L C F’s l o a n b o o k.  

1 0 8 5.  Mr C ar el ess  di d n ot r e a ct t o t his i nf or m ati o n  b y p a usi n g t h e s al es of b o n ds or ot h er wis e . 
O n 1 0  M a y 2 0 1 6 , i m m e di at el y aft er r e c ei vi n g t h e c ol o ur -c o d e d s pr e a ds h e et, Mr C ar el ess  
s e nt a n e m ail s etti n g o ut o bj e cti v es f or his t e a m. T h e t o p pri orit y w as , “ L C F t o £ 4 m –  
d e a dli n e –  3 0 d a ys | n e w f u c ki n g br o c h ur es, n e w A PI, S a vi n gs N est li v e, l e a ds i n cr e as e d 
t o 1 5 0 p er d a y a n d n e w A ms ”.  

1 0 8 6.  In his or al e vi d e n c e , h e r e gr et t e d t h e l a n g u a g e, b ut h a d n o a ns w er t o t h e s u g g esti o n t h at 
his pri m ar y f o c us w as r aisi n g m o n e y f or L C F a s q ui c kl y as p ossi bl e. H e r e pris e d t h e 
t h e m e of Mr P artri d g e ’s c y ni c is m. I h a v e alr e a d y f o u n d t h at, i n f a ct, Mr C ar el ess r eli e d 
o n Mr P artri d g e as a tr ust e d a d vis er. I fi n d t h at Mr C ar el ess p urs u e d m at eri al g ai n  si n gl e-
mi n d e dl y . 

Mr T h o ms o n ’s a ns w ers t o t h e F A Qs  pr e p ar e d b y S ur g e  

1 0 8 7.  T h e s al es  t e a m at S ur g e w er e  n ot p art y t o t h e eff orts t o u n d ert a k e d u e dili g e n c e a n d t h e 
a d diti o n al i nf or m ati o n t h at h a d b e e n gi v e n b y Mr T h o ms o n . I n h er l o n g e m ail of 2 5  
J a n u ar y 2 0 1 6 , Ms V e n n h a d e x pl ai n e d t h at Mr T h o ms o n di d n ot w a nt t h e i nf or m ati o n 
a b o ut t h e i d e ntit y of t h e b orr o w ers  a n d t h e n at ur e of t h e s e c urit y t o b e gi v e n t o t h e s al es 
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t e a m y et. As a r es ult, t h e s al es t e a m c o nti n u e d  m ar k eti n g t h e b o n ds o n t h e b asis t h at L C F 
w as c arr yi n g o n b usi n ess as a l e n d er t o t h e U K S M E s e ct or, t h at G S T w as a n i n d e p e n d e nt 
s e c urit y tr ust e e, a n d t h at t h er e w as a di v ersifi e d l e n di n g p ortf oli o.  

1 0 8 8.  T his l e d t o t h e s al es t e a m r aisi n g iss u es, as b o n d h ol d er s w a nt e d t o k n o w t h e a ns w ers t o 
s o m e o b vi o us q u esti o ns , w hi c h c a m e u p fr e q u e ntl y.  

1 0 8 9.  O n e  of t h e S ur g e s al es t e a m, Ms Fi n n e y, c o m pil e d a li st of fr e q u e ntl y as k e d q u esti o ns, 
w hi c h i n cl u d e d t h e f oll o wi n g k e y q u esti o ns f or Mr T h o ms o n :  

“ L E N DI N G: H O W M A N Y C LI E N T S H A V E W E L E N T T O ? 
W H O D O W E L E N D T O ? A V E R A G E L O A N SI Z E ? ”; 
“ A S S E T S: W H A T A R E T H E A S S E T S H E L D ? W H A T I S 
T H EI R V A L U E ? W H E R E C A N I FI N D T HI S 
I N F O R M A TI O N ”.  

1 0 9 0.  Ms Fi n n e y  s e nt t hi s t o Ms B al d o c k o n 1 2  M a y 2 0 1 6 , att a c h e d t o a n e m ail e ntitl e d  
“ Q u esti o ns f or A n d y ”.  

1 0 9 1.  O n 1 3  M a y 2 0 1 6  Ms B al d o c k s e nt t h es e t o Mr T h o ms o n (c c. Mr R uss ell -M ur p h y , Mr 
C ar el ess  a n d Ms V e n n ), att a c h e d t o a n e m ail wit h t h e s u bj e ct, “ C o m m o n Q u esti o ns ”. S h e 
e x pl ai n e d t h at s h e h a d “ n o w s p o k e n wit h t h e a c c o u nt m a n a g ers a n d w e h a v e c o m pli e d a 
li st of fr e q u e ntl y as k e d q u esti o ns ”.  

1 0 9 2.  Mr C ar el ess  f or w ar d e d t his t o Mr P artri d g e, w h o r e pli e d, “I’ d li k e t o s e e t h e a ns w ers!!! ”. 
H e h a d b e e n s e e ki n g t hi s ( a n d ot h er) i nf or m ati o n fr o m Mr T h o ms o n si n c e D e c e m b er 
2 0 1 5 , wit h o ut s u c c ess.  

1 0 9 3.  Mr C ar el ess  s e e ms t o h a v e b e e n a n xi o us a b o ut t h e i d e a of l etti n g pr os p e cti v e i n v est ors 
as k t o o m a n y q u esti o ns a b o ut L C F. O n 1 7  M a y 2 0 1 6  w h e n a pr os p e cti v e b o n d h ol d er 
as k e d Mr B ar n ar d ( o n e of S ur g e ’s s al es t e a m ) a q u e sti o n a b o ut Mr T h o ms o n ’s r ol e wit hi n 
L C F, Mr C ar el ess  s e nt a n e m ail a d visi n g C hrist o p h er B ar n ar d n ot t o a n s w er it:  “ I’ m 
g oi n g t o j u m p i n h er e. I d o n’t t hi n k it’s a g o o d i d e a t o l et pr os p e cti v e i n v e st ors di ct at e 
q u esti o ns t o us. W h at’s n e xt ? W h at is A n d y’s st ar si g n. I t hi n k t h e k e y is t o n ot l et  t h e 
c ust o m er or pr os p e ct di ct at e t h e t er ms s o e asil y ”.  

1 0 9 4.  As alr e a d y n ot e d, o n 1 7  M a y 2 0 1 6  Mr P artri d g e  a s k e d Mr C ar el ess  if h e c o ul d p us h Mr 
T h o ms o n f urt h er “ o n his c o m pl et e l a c k of s e c urit y. ” Mr C ar el ess  r e pli e d, “ R e A T –  l et’s 
w ait t o s e e his r es p o ns e t o J o’s e m ail b ef or e w e m a k e o ur n e xt m o v e. I a m als o J e di 
K ni g hti n g hi m o n T h urs d a y s o n e e d hi m t h e ri g ht si d e of h a p p y. ”  I fi n d t h at Mr C ar el ess  
di d n ot w a nt t o u ps et Mr T h o ms o n.  

1 0 9 5.  O n 1 8  M a y 2 0 1 6  Ms V e n n r e p ort e d t o t h e ot h ers t h at Mr T h o ms o n h a d “ a gr e e d t o s e n d 
us his a ns w ers t o t h e q u e sti o ns J o s e nt t hr o u g h l ast w e e k ”.  

1 0 9 6.  O n t h e s a m e d a y, Mr T h o ms o n dr aft e d his a ns w ers t o t h e fr e q u e ntl y as k e d q u esti o ns , a n d 
s e nt it t o S ur g e . T his i n cl u d e d (t h e a ns w ers b ei n g i n l o w er c as e):  

“ G S T  
W H O A R E T H E Y ?  
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Gl o b al S e c urit y Tr ust e e s h a v e b e e n s et u p b u y a gr o u p of 
e x p eri e n c e d s oli cit ors, e a c h wit h i n e x c ess of 3 0 y e ars pr a cti c e 
hist or y, t o pr o vi d e s e c urit y tr ust e e s er vi c es t o c or p or at e b o n d 
pr o vi d er s.  
I n 2 0 1 5 a g a p i n t h e m ar k et w as i d e ntifi e d f or a s e c urit y tr ust e e 
t o t h e c or p or at e b o n d i n d ustr y w h e n o n e of G S T's pri n ci pl es w as 
a d visi n g o n a n e w b o n d i ss u e  …  
 
W H A T D O T H E Y D O F O R T H E C LI E N T N O W A N D I N T H E 
E V E N T O F L C F F AI LI N G  
W h e n a b o n d is s et u p G S T r e vi e w t h e str u ct ur e a n d 
c o ntr a ct u all y bi n d t h e ms el v es, vi a a tr ust d e e d, t o e ns ur e 
b o n d h ol d er i nt er ests ar e pr ot e ct e d if L C F f ail s . ... If L C F f ail s 
G S T, vi a it s c h ar g e o v er L C F st e ps i n i m m e di at el y t o e ns ur e 
i n v est or i nt er ests ar e pr ot e ct e d …  
 
W H Y I S T H E R E N O O N LI N E P R E S E N C E O R LI T E R A T U R E  
D u e t o t h e si z e of t h e g a p i n t h e m ar k et pl a c e f or a s er vi c e of t hi s 
t y p e G S T d o n ot n e e d t o a d v ertis e a si g nifi c a nt v ol u m e of 
i ntr o d u cti o ns fr o m fi n a n ci al i n d ustr y pr of essi o n als. 
 
L E N DI N G  
H O W M A N Y C LI E N T S H A V E W E L E N T T O ?  
As at t h e b e gi n ni n g of M a y 2 0 1 6 L C F h as m a d e 1 2 1 l o a n s 
W H O D O W E L E N D T O, W H A T S E C T O R ?  
L C F l e n ds t o all s e ct ors.  
A V E R A G E L O A N SI Z E ?  
T h e t ot al si z e of t h e l o a n b o o k at t h e b e gi n ni n g of M a y 2 0 1 6 is 
£ 9, 0 5 5, 0 9 6. 1 1, t hi s dri v es a n a v er a g e l o a n si z e of c. £ 7 5, 0 0 0  
W H Y I S T H E R E N O M E N TI O N O F H O W T O M A K E A 
L E N DI N G A P P LI C A TI O N, T H E R E I S N O F A C E T O T HI S 
SI D E O F T H E B U SI N E S S O R C O N T A C T N U M B E R E T C ?  
L C F us es a n et w or k of pr of essi o n al i ntr o d u c ers t o s o ur c e l e n di n g 
o p p ort u niti es a n d as s u c h d o es n ot n e e d t o a d v ertis e.  
 
A S S E T S  
W H A T A R E T H E A S S E T S H E L D A N D U N D E R L YI N G 
S E C U RI T Y ?  
T h e ass ets L C F c urr e ntl y h ol d as s e c urit y is a mi xt ur e of 
pr o p ert y, l a n d, c o ntr a ct u al o bli g ati o ns, s h ar es, w arr a nt’s a n d 
c or p or at e g u ar a nt e es fr o m list e d c o m p a n y’s.  
W H A T I S T H EI R V A L U E ?  
T h e c urr e nt v al u e ( b orr o wi n g dir e ct ors c o nfir m e d u p d at e d 
v al u ati o ns as at t h e e n d of A pril 2 0 1 6) of t h e ass ets pl e d g e d as 
s e c urit y a g ai nst L C F’s l o a n b o o k is c. £ 6 2, 0 0 0, 0 0 0 ( £ 1 4 m 
fl o ati n g c h ar g e c o ntr a ct u al v al u e, £ 1 7. 5 m pr o p ert y & £ 3 4. 5 m 
d e v el o p m e nt l a n d) . T h e s e c urit y t a k e n a g ai nst t h es e ass ets is a 
mi xt ur e of c or p or at e g u ar a nt e es & fi x e d a n d fl o ati n g c h ar g es . 
 
W H E R E C A N I FI N D T HI S I N F O R M A TI O N  
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T his is n ot p u bli s h e d i nf or m ati o n at t hi s ti m e b ut will b e 
p u bli s h e d  i n t h e n e xt s et of a u dit e d a c c o u nts” . 

1 0 9 7.  As Mr T h o ms o n k n e w, t h es e a ns w ers w er e mi sl e a di n g :  

i. G S T w as pr es e nt e d as a  tr ust e e b usi n ess, w hi c h h a d b e e n s et u p t o  s er vi c e b o n d 
iss u es. T h e i m pr essi o n w as t h at it w o ul d a ct f or ot h er b o n d iss u es. I n f a ct, it w as 
o w n e d b y Mr S e d g wi c k  a n d h a d n o f u n cti o n ot h er t h a n f or L C F. It h a d n o o nli n e 
pr es e n c e b e c a us e it h a d n o wi d er b usi n ess.  

ii. T h e a ns w er t o t h e q u esti o n a b o ut t h e n u m b er of cli e nts w as f als e a n d d e c e pti v e. 
L C F h a d i n f a ct e nt er e d  l o a n a gr e e m e nts  wit h a  s m all gr o u p of b orr o w ers , all wit h 
c o m p a ni es ass o ci at e d wit h t h e First t o F o urt h D ef e n d a nts  or Mr G ol di n g  
p ers o n all y . Mr T h o ms o n r ef err e d t o t h e n u m b er of “ l o a ns” r at h er t h a n t h e n u m b er 
of “ cli e nts ” , b ut a n y o n e r e a di n g t h e q u esti o n a n d a ns w er w o ul d h a v e u n d erst o o d 
t h er e t o h a v e b e e n 1 2 1 b orr o w ers . B ut e v e n i n Mr T h o ms o n ’s o w n t er ms t h e a ns w er 
w as u ntr u e as t h er e h a d b e e n 1 2 1 dr a w d o w ns, n ot l o a ns .  

iii. Mr T h o ms o n a c c e pt e d i n his or al e vi d e n c e t h at t hi s a ns w er w as mi sl e a di n g.  H e als o 
a c c e pt e d t h at it w as “ a n a ns w er cr aft e d t o gi v e a n i m pr essi o n ” , t h o u g h h e d e ni e d 
t h at it w as cr aft e d t o gi v e a f als e i m pr essi o n. I fi n d t h at t h at t h e dr afti n g w as i n d e e d 
cr aft e d t o gi v e a f als e i m pr essi o n . 

i v. T h er e h a d n ot b e e n l e n di n g t o “ all s e ct ors ” . B y t hi s d at e t h er e h a d b e e n l o a ns t o 
L O G a n d t h e v ari o us e ntiti es h ol di n g l a n d ( or c o ntr a ct u al ri g hts o v er l a n d ) i n 
C or n w all  a n d t h e D o mi ni c a n R e p u bli c.  

v.  T h e a ns w er a b o ut a v er a g e l o a n si z e w as mi sl e a di n g. It w as b as e d o n t h e n u m b er of 
dr a w d o w ns r at h er t h a n t h e n u m b er of b orr o w ers. A n y o n e r e a di n g t h e d o c u m e nt 
w o ul d h a v e s u p p os e d t h at b orr o w ers w er e o n a v er a g e b orr o wi n g  £ 7 5, 0 0 0 . T h at 
g a v e t h e f als e i m pr essi o n t h at t h er e h a d b e e n br o a d di v ersifi c ati o n.   

vi.  L C F di d n ot us e a n et w or k of pr of essi o n al i ntr o d u c ers t o s o ur c e l e n di n g 
o p p ort u niti es.  All of t h e l e n di n g w as t o t h e First t o F o urt h D ef e n d a nts’ b usi n ess es 
or Mr G ol di n g  p ers o n all y.  T his a ns w er (t o g et h er wit h t h e e arli er o n es a b o ut t h e 
n u m b er of cli e nts a n d l e n d i n g t o all s e ct ors) g a v e ( a n d w as i nt e n d e d t o gi v e) t h e 
f als e i m pr essi o n t h at L C F w as a c o m m er ci al ar m’ s l e n gt h l e n di n g b usi n ess .  

1 0 9 8.  Mr T h o ms o n ’s a ns w ers w er e o b vi o usl y i n c o nsist e nt wit h i nf or m ati o n t h at h e h a d 
pr e vi o usl y pr o vi d e d t o Mr C ar el ess , Mr R uss ell -M ur p h y , Ms V e n n , Mr J o n es a n d Mr 
P artri d g e o n a c o nfi d e nti al b asis i n J a n u ar y 2 0 1 6. T his gr o u p k n e w t hat : 

i. T h er e w er e o nl y a f e w b orr o w ers ( all G ol di n g -r el at e d) a n d a v er y s m all  n u m b er of 
l o a ns. 

ii. H e n c e, L C F w as n ot l e n di n g t o all s e ct ors.  T h er e w as a ct u all y l e n di n g t o a f e w 
c o n n e ct e d b usi n ess es.  

iii. T h e r ef er e n c e t o a n et w or k of pr of essi o n al a d vis er s w as t h er ef or e  f als e. 
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i v. T h e fi g ur e gi v e n b y Mr T h o ms o n f or a v er a g e l o a n si z e w as mi sl e a di n g. It 
s u g g est e d di v ersifi c ati o n w h e n i n r e alit y t h er e w as c o n c e ntr ati o n i n a s m all 
ass o ci at e d gr o u p of b orr o w ers.  

v.  G S T h a d b e e n s et u p b y Mr S e d g wi c k  w h o w as c o m p a n y s e cr et ar y f or t h e L o n d o n 
Gr o u p.  Mr P artri d g e’s s pr e a ds h e et , s h ar e d wit h t h e ot h ers, s h o w e d  t h at Mr 
S e d g wi c k  w as t h e s ol e s h ar e h ol d er a n d dir e ct or , a n d t h at t h er e w er e n o fil e d 
a c c o u nts s h o wi n g a n y tr a di n g a cti vit y.  

1 0 9 9.  Ms B al d o c k f or w ar d e d Mr T h o ms o n ’s a ns w ers t o Mr C ar el ess , w h o f or w ar d e d t h e m t o 
M r P artri d g e. H e r es p o n d e d, “J ust t h e us u al bs I’ m afr ai d ”.  

1 1 0 0.  Mr R uss ell -M ur p h y  als o f or w ar d e d Mr T h o ms o n ’s a ns w ers t o Mr C ar el ess, w h o  r e pli e d, 
“ Grrrr ” .  

1 1 0 1.  C o u ns el f or t h e S ur g e D ef e n d a nt s  s u b mi tt e d i n cl osi n g t h at t h e st at e m e nt t h at a b o ut t h e 
n u m b er of l o a ns w as stri ctl y tr u e. I r ej e ct t hi s. It i s cl e ar fr o m t h e c o nt e xt t h at t h e q u er y 
w as a b o ut t h e n u m b er of l o a ns, n ot t h e n u m b er of dr a w d o w ns. T h e r e w as n o r e as o n w h y 
m e m b ers of t h e p u bli c w o ul d h a v e b e e n i nt er est e d i n t h e n u m b er of dr a w d o w ns  ( w hi c h 
w as c o m pl et el y irr el e v a nt t o t h e m) , a n d e v er y r e as o n w h y t h e y w o ul d w a nt t o k n o w t h e 
n u m b er of b orr o w ers.   

1 1 0 2.  T h e s u b missi o n w as i n d e e d at o d ds wit h Mr C ar el ess’s e vi d e n c e .  

i. Mr C ar el ess  a c c e pt e d i n his or al e vi d e n c e t h at h e k n e w t h at w h e n Mr T h o ms o n s ai d 
t h at L C F h a d m a d e 1 2 1 l o a ns, h e di d n ot m e a n t h at L C F h a d 1 2 1 b orr o w ers.  

ii. Mr C ar el ess  a c c e pt e d i n or al e vi d e n c e t h at Mr T h o ms o n ’s a ns w er i n t h e d o c u m e nt 
g a v e a mi sl e a di n g i m pr essi o n. H e t h e n s o u g ht t o bl a m e Mr H uis a m e n. B ut 
e v e nt u all y h e a gr e e d it w as mi sl e a di n g.  

1 1 0 3.  Mr C ar el ess  s ai d , h o w e v er , t h at o n c e t h e y h a d dis c o v er e d t h at t h er e w as a s m all n u m b er 
of b orr o w ers S ur g e c orr e ct e d w h at t h e y s ai d t o m e m b ers of t h e p u bli c a b o ut t hi s. I a m 
u n a bl e t o a c c e pt t hi s e vi d e n c e. 

i. A s alr e a d y e x pl ai n e d, Mr C ar el ess  a c c e pt e d t h at h e h a d r e ali s e d fr o m a n e arl y st a g e 
t h at all t h e b orr o w ers w er e ass o ci at e d wit h Mr G ol di n g . It is pr o b a bl e t h at h e 
r e ali s e d t his f a ct fr o m a b o ut t h e ti m e S ur g e st art e d t o r ais e f u n ds. I n a n y e v e nt, Mr 
C ar el ess  a c c e pt e d t h at h e k n e w t h at t h er e w as o nl y a h a n df ul of b orr o w ers b ef or e 
t h e d at e of t h e e m ail of 2 5 J a n u ar y 2 0 1 6 .  

ii. B ut Mr C ar el ess di d n ot t a k e a n y i m m e di at e st e ps t o pr e v e nt t h e S ur g e s al es t e a m 
i nf or mi n g p ot e nti al i n v e st ors a b o ut l e n di n g t o m ulti pl e b orr o w ers i n t h e S M E 
s e ct or.  E v e n o n his o w n e vi d e n c e , t hi s c o nti n u e d  s o m e m o nt hs aft er w ar ds.  

iii. S ur g e i n f a ct c o nti n u e d  f or m u c h l o n g er t h a n t h at t o t ell m e m b ers of t h e p u bli c t h at 
t h er e w er e m ulti pl e b orr o w ers i n t h e S M E s e ct or. 

i v. S ur g e’s s al es f or c e i n f a ct us e d t h e fi g ur e of 1 2 1 b orr o w ers gi v e n i n Mr T h o ms o n ’s 
Q & A. F or i nst a n c e : ( a) in a n e m ail of 1 J u n e 2 0 1 6 t o a n i n v est or Ms B al d o c k us e d 
t h e Q & As a b o ut t h e 1 2 1 b orr o w ers a n d t h e a v er a g e l o a n si z e; a n d ( b) in a w e b c h at 
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o n 2 9 J u n e 2 0 1 6 (s e nt t o Mr C ar el ess  b y e m ail) , t h e s al es m a n s ai d t h at L C F h a d 
a p pr o x i m at el y 1 2 0 l o a ns o ut wit h S M Es wit h 2 5 0 e m pl o y e es or l ess.  

v.  Mr C ar el ess c o nti n u e d aft er M a y 2 0 1 6 t o e n c o ur a g e t h e s al es t e a m t o us e t h e vi d e o 
w hi c h r ef err e d t o t h e l o a n b o o k gr o wi n g a n d di v ersifi c ati o n.  

vi.  I n a p ost o n M o n e y S a vi n gs E x p ert i n J ul y 2 0 1 7 (s e e p ar a [1 2 9 0 ] b el o w), t h e 
a ut h or s s ai d t h at t h e s al es t e a m h a d st at e d t h at t h er e w er e a p pr o xi m at el y 1 2 0 S M E 
b orr o w ers.  T h o u g h t h e y s ai d t h at t h e fi g ur es f or t h e l e v els of l e n di n g w er e o ut of 
d at e b y a f e w m o nt hs, t hi s is c o nsist e nt wit h t h e f a ct t h at t h e s al es t e a m h a d 
c o nti n u e d t o r ef er t o t h e n u m b ers of b orr o w ers.  

vii.  A tr a ns cri pt of a c all o n 8 D e c e m b er 2 0 1 7 r e c or ds a m e m b er of S ur g e’s s al e s t e a m 
t elli n g a p ot e nti al i n v est or t h at L C F l e nt t o h u n dr e ds of diff er e nt c o m p a ni es.  

viii.  L at er, a ft er t h e p u bli c ati o n (i n F e br u ar y 2 0 1 8) of t h e a c c o u nts t o 3 0 A pril 2 0 1 7  
( w hi c h dis cl os e d t h at t h er e h a d b e e n el e v e n b orr o w ers i n 2 0 1 7 a n d fi v e i n 2 0 1 6) :  

( a) M e m b ers of t h e s al es t e a m as k e d, “ H o w m a n y c o m p a ni es d o w e c urr e ntl y 
l e n d t o ? W e w er e t ol d ~ 1 5 0 c o m p a ni es i n J u n e 2 0 1 7 ”.  

( b) Ms B al d o c k s ai d i n a n e m ail of 2 0 F e br u ar y 2 0 1 8 t h at t h e s al es  t e a m h a d 
b e e n q u oti n g l e n di n g t o h u n dr e ds of cli e nts.   

( c) T h er e is n o r e as o n t o t hi n k t h at t h es e c o nt e m p or a n e o us d o c u m e nts w er e 
i n a c c ur at e. T h e y ar e s u p p ort e d b y t h e tr a ns cri pt of t h e c all of 8 D e c e m b er 
2 0 1 7.  

i x. T his is c o nfir m e d b y Ms V e n n’s e m ail of 2 1 F e br u ar y 2 0 1 8 i n w hi c h s h e s ai d t h at 
a c c o u nt m a n a g ers w er e still usi n g i nf or m ati o n pr o vi d e d b y Mr T h o ms o n  i n M a y 
2 0 1 6, i n cl u di n g t h at t h er e w er e 1 2 1 l o a ns a n d t h at t h e a v er a g e l o a n si z e w as 
£ 7 5, 0 0 0.  

1 1 0 4.  I als o fi n d t h at t h e r e as o n Mr C ar el ess g a v e t hi s e vi d e n c e ( w hi c h I h a v e r ej e ct e d) is t h at 
h e a p pr e ci at e d it s s eri o us i m pli c ati o ns, i. e., t h at S ur g e h a d c o nti n u e d  m a ki n g st at e m e nts 
t o pr os p e cti v e b o n d h ol d ers w hi c h h e k n e w t o b e f als e. 

1 1 0 5.  Mr C ar el ess als o s ai d i n e vi d e n c e t h at S ur g e w as o nl y a m ar k eti n g c o m p a n y,  a n d t h at t h e 
s al es f or c e w er e r e a di n g fr o m a s cri pt, w hi c h h a d b e e n a p pr o v e d b y Mr T h o ms o n a n d Mr 
H uis a m e n. H e a p p e ar e d t o t hi n k t h at t hi s w as a n a d e q u at e a ns w er t o t h e all e g ati o n t h at 
S ur g e w as pr e p ar e d t o mi sl e a d m e m b ers of t h e p u bli c. I dis a gr e e . Mr C ar el e ss k n e w t h at 
S ur g e’s s al es t e a m, L C F’s s al es c h a n n el, w as gi vi n g p ot e nti al i n v est ors mi sl e a di n g 
i nf or m ati o n a b o ut t h e n u m b ers of b orr o w ers, a v er a g e l o a n si z e, di v ersifi c ati o n of t h e l o a n 
b o o k a n d t h e c h ar a ct eristi cs of t h e b orr o w ers.  

1 1 0 6.  Mr C ar el ess w as , as alr e a d y e x pl ai n e d, i nt e ns el y a c q uisiti v e . H e s ai d i n e m ail s t h at all h e 
c ar e d a b o ut w as c as h a n d t h at h e h a d a d et er mi n ati o n t o s u c c e e d a n d g et ri c h.  I fi n d t h at 
h e c o mf ort e d hi m s elf wit h t h e b eli ef t h at if L C F c oll a ps e d, l e g al a n d r e g ul at or y 
a c c o u nt a bilit y  w o ul d f all o n L C F a n d it s dir e ct ors , a n d w o ul d n ot r e a c h S ur g e or hi m s elf. 
T h e c oll a ps e of L C F w o ul d r e m o v e t h e c as h c o w b ut t h at w o ul d b e all.  Mr C ar el ess w as 
i n diff er e nt a b o ut mi sl e a di n g t h e p u bli c; h e di d n ot c ar e eit h er w a y. H e w a nt e d t o 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 6 4  
 

m a xi mi s e his t a k e. H e d eli b er at el y di d n ot hi n g t o as k f urt h er q u esti o ns a b o ut t h e g ulf 
b et w e e n L C F ’s s elf -p ortr a y al  of it s b usi n ess a n d w h at h e k n e w t o b e t h e tr u e p ositi o n.  

1 1 0 7.  I als o fi n d t h at Mr C ar el e ss ( a n d ot h ers i n v ol v e d wit h S ur g e ) k n e w t h at Mr T h o ms o n h a d  
d eli b er at el y gi v e n a f als e i m pr essi o n a b o ut L C F’s b orr o w ers  i n t h e Q & As. Mr P artri d g e 
c all e d it  t h e “ us u al b s ” i. e. n ot o nl y w as it b ull s hit b ut b ull s hit h a d b e c o m e n or m al . I fi n d 
t h at Mr C ar el ess’s a ns w er ( “ Grrr ”) s h o ws t h at h e t h o u g ht t h e s a m e t hi n g. Mr P artri d g e 
h a d alr e a d y d es cri b e d Mr T h o ms o n ( a n d “ S p e n c er’s l ot ”) as li ars b ef or e t hi s.  

1 1 0 8.  O n 1 J u l y 2 01 6  Mr T h o ms o n t ol d Mr R uss ell -M ur p h y  t h at L C F h el d s e c urit y v al u e d at 
£ 3 5 milli o n a n d it s l o a n b o o k w as £ 1 5 milli o n. T h es e fi g ur es w er e diff er e nt fr o m t h os e 
pr o vi d e d b y Mr T h o ms o n o n 1 8  M a y 2 0 1 6 ; t h e l o a n b o o k h a d i n cr e as e d v er y 
s u bst a nti all y,  a n d t h e v al u e of t h e s e c urit y h a d f all e n . Mr T h o ms o n t ol d Mr R uss ell -
M ur p h y  t h at t h es e fi g ur e s s h o ul d n o w b e us e d. Mr C ar el ess  di d n ot r e a ct t o t hi s.  

P a y m e nts b y S ur g e  t o Mr T h o ms o n ’s c o m p a n y, M e di a G P S 

1 1 0 9.  Fr o m J u n e 2 0 1 6 S ur g e m a d e a s eri es of m o nt hl y p a y m e nts t o M e di a G P S, Mr T h o ms o n ’s 
c o m p a n y. T h es e c o nti n u e d u ntil S e pt e m b er 2 0 1 7 . T h e i n v oi c es fr o m M e di a G P S w er e 
d es cri b e d as f or “ pr of essi o n al s er vi c es ”. 

1 1 1 0.  Mr C ar el ess  u n d erst o o d t h e c al c ul ati o n of t h e a m o u nts i n t h e i n v oi c es. Mr T h o ms o n ’s 
c o m p a n y  w as p ai d 0. 5 % of L C F’s c as h r e c ei pt s fr o m n e w b o n d h ol d ers i n t h e pr e vi o us 
m o nt h  ( e q ui v al e nt t o 2 % of S ur g e’s c o m missi o n). Mr C ar el ess  a p pr o v e d t h e i n v oi c es a n d 
s e nt t h e m t o Mr J o n es f or p a y m e nt.  

1 1 1 1.  I n t ot al, S ur g e p ai d Mr T h o ms o n m or e t h a n £ 4 0 0 , 0 0 0 u n d er t h es e i n v oi c es. T h e b a n k 
st at e m e nts f or M e di a G P S s h o w t h at it g e n er all y m a d e a s u bst a nti al o n w ar d p a y m e nt t o 
Mr T h o ms o n p ers o n all y fr o m t h e a m o u nt s r e c ei v e d fr o m S ur g e.  

1 1 1 2.  N ot e v er y o n e at S ur g e t h o u g ht t hi s w as a g o o d i d e a. Mr J o n es s ai d i n a n e m ail of 7 J ul y 
2 0 1 7 t h at “ W e ar e m a d p a yi n g hi m ”.  H o w e v er , Mr C ar el ess  c o nti n u e d t o a p pr o v e t h e 
p a y m e nts.   

1 1 1 3.  T h e l ast p a y m e nt w as of t h e S e pt e m b er 2 0 1 7 i n v oi c e. O n  9  O ct o b er  2 0 1 7  Mr T h o ms o n 
pr o vi d e d Mr C ar el ess  wit h a n i n v oi c e (i n v oi c e # 0 0 1 1 7) fr o m M e di a G P S t o S ur g e  f or 
“ pr of essi o n al s er vi c es ” i n t h e s u m of £ 3 8, 8 7 0. T his w as n ot p ai d. T h e arr a n g e m e nt 
i n v ol vi n g t h e p a y m e nt of 0. 5 % of gr oss b o n d h ol d er i n v est m e nts t o Mr T h o ms o n w as t o 
b e r e pl a c e d b y a n e w arr a n g e m e nt i n v ol vi n g t h e p a y m e nt of 1 % of b o n d h ol d er 
i n v est m e nts t o Mr G ol di n g  (s e e f urt h er b el o w).  

1 1 1 4.  T h e Cl ai m a nts pl e a d e d  t h at t hes e  p a y m e nts  w er e mi s a p pr o pri at i o ns of L C F f u n ds .  

1 1 1 5.  Mr T h o ms o n a n d t h e S ur g e D ef e n d a nts c o nt e n d e d t h at t h e y w er e c o m m er ci all y j ustifi e d 
p a y m e nts , m a d e f or pr of essi o n al s er vi c es. T h e Cl ai m a nts c o nt e n d e d t h at t h e y w er e a 
f or m of s e cr et c o m missi o n ( i. e., a bri b e or ki c k b a c k ) t o Mr T h o ms o n t o i n d u c e hi m t o 
c o nti n u e p a yi n g t h e 2 5 % c o m missi o n  t o S ur g e. 

1 1 1 6.  Mr T h o ms o n s ai d i n e vi d e n c e t h at h e w as c arr yi n g o ut w or k f or S ur g e o n w h at t h e y di d 
f or Bl a c k m or e a n d t h at h e w as als o “ u ps killi n g ”  S ur g e’s b a c k -offi c e . H e s ai d h e w as n ot 
o nl y w or ki n g wit h Bl a c k m or e dir e ctl y b ut w as als o w or ki n g wit h S ur g e’s b a c k -offi c e t o 
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i m pr o v e w h at t h e y di d a n d t h eir pr o c ess es. H e s ai d, “ I w as w or ki n g wit h t h e m o n ot h er 
f u n dr aisi n gs t h at di d n’t d eri v e a n y i n c o m e or f u n di n g. S o,  t h e o nl y w a y w e c o ul d 
r e c o g nis e t h at, i n t er ms of a m etri c, w as w h at w as c o mi n g t hr o u g h t h e d o or ” . H e s ai d t h at 
p art of t h e r e as o n f or t h e p a y m e nt b ei n g b as e d o n L C F’s s al es w as t h at h e w as u ps killi n g 
S ur g e as w ell as h el pi n g  Bl a c k m or e.  

1 1 1 7.  Mr C ar el ess  s ai d i n e vi d e n c e t h at Mr T h o ms o n w as p ai d a p er c e nt a g e of L C F’s r e v e n u e 
f or w or k c o n d u ct e d  f or Bl a c k m or e.  

1 1 1 8.  I n cl osi n g, C o u ns el f or t h e S ur g e D ef e n d a nts r eli e d o n a n e m ail of 2 3 M a y 2 0 1 6 fr o m 
Mr C ar el ess t o Mr T h o m s o n  a n d Mr M c Cr e es h ( c c. Ms V e n n). I n it, Mr C ar el ess r ef err e d 
t o Mr T h o ms o n  c o mi n g o n b o ar d wi t h S ur g e at a m u c h d e e p er l e v el. H e s ai d t h at h e h a d 
as k e d Mr T h o ms o n  t o c o ns ult f or hi m. H e s ai d t h at h e w a nt e d c o mf ort t h at Mr T h o ms o n  
w o ul d c o ns ult o n t h e n e w b o n d a n d t h at S ur g e w o ul d m e et t h e c ost .  

1 1 1 9.  I r ej e ct t he e vi d e n c e of Mr T h o ms o n  a n d Mr C ar el ess .  

i. T h e s u g g est e d arr a n g e m e nt m a k es n o c o m m er ci al s e ns e. Mr T h o ms o n s ai d t h at it 
w as n ot r el at e d t o L C F. B ut t h er e is n o cr e di bl e r e as o n f or S ur g e  t o h a v e p ai d Mr 
T h o ms o n a f e e m e as ur e d b y a p er c e nt a g e of t h e f u n ds r ais e d b y S ur g e  f or L C F, 
r at h er t h a n a n h o url y r at e or a d a y r at e, or e v e n a p er c e nt a g e of f u n ds r ai s e d b y 
S ur g e  f or Bl a c k m or e. It is n o a ns w er t o s a y t h at Bl a c k m or e was  n ot m a ki n g a n 
i n c o m e at t h at ti m e –  t h e o b vi o us w a y of r e m u n er ati n g Mr T h o ms o n w o ul d h a v e 
b e e n t o p a y hi m o n a ti m e b asis or fr o m i n c o m e w h e n it c a m e t o b e g e n er at e d.   

ii. Mr T h o ms o n’s a c c o u nt of t h e w or k h e s u p p os e dl y di d f or Bl a c k m or e w a s v a g u e 
a n d u ns p e cifi c .  

iii. E v e n if Mr T h o ms o n h a d c o n d u ct e d  w or k f or Bl a c k m or e, t h er e is n o r e as o n w h y 
t h e p a y m e nts s h o ul d h a v e c o nti n u e d f or as l o n g as t h e y di d. I n d e e d, o n Mr 
T h o ms o n’s e vi d e n c e h e w o ul d h a v e c o nti n u e d t o h a v e b e e n e ntitl e d t o 0. 5 % of 
L C F’s r e c ei pt s i n d efi nit el y.  

i v. T h e p a y m e nts a br u ptl y c a m e t o a n e n d b e c a us e of a n e w arr a n g e m e nt f or S ur g e t o 
m a k e m o nt hl y p a y m e nts t o Mr G ol di n g  i nst e a d (s e e b el o w). N o b o d y s u g g est e d t h at 
t h at r e pl a c e m e nt arr a n g e m e nt h a d a n yt hi n g t o d o wit h w or k f or Bl a c k m or e. If Mr 
T h o ms o n h a d h a d a g e n ui n e c o m m er ci al arr a n g e m e nt wit h S ur g e , t h er e w o ul d h a v e 
b e e n n o r e as o n f or t h e m t o c e as e at t hi s st a g e.  S ur g e w o ul d ( o n Mr T h o ms o n’s 
e vi d e n c e) h a v e h a d t o p a y b ot h s ets of f e es.  

v.  Li k e Mr T h o ms o n, Mr C ar el ess  c o ul d n ot e x pl ai n w h y, if t h e w or k h a d b e e n  d o n e 
f or Bl a ck m or e, h e w o ul d h a v e a gr e e d t o p a y Mr T h o ms o n a p er c e nt a g e of S ur g e’s 
r e c ei pt s fr o m L C F’s i n v e st ors. His att e m pt s t o d o s o w er e i n c o h er e nt.  

vi.  Mr J o n es, w h o w as a tr ust e d c oll e a g u e of Mr C ar el ess , t h o u g ht t h e y w er e m a d t o 
p a y Mr T h o ms o n . H e w as n ot a w ar e of a n y pr o p er c o m m er ci al b asis f or t h e 
p a y m e nts.  

vii.  Mr C ar el ess  s u g g es t e d t h at h e h a d b e e n  i m pr ess e d b y Mr T h o ms o n ’s a bilit y t o 
e n g a g e pr of essi o n als li k e P w C a n d L e wis Sil ki n a n d t h o u g ht t h at h e c o ul d 
i ntr o d u c e t h e m t o Bl a c k m or e. T his w as alt o g et h er u n c o n vi n ci n g. H e c o ul d h a v e 
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as k e d Mr T h o ms o n f or c o nt a ct d et ails or e v e n a n i ntr o d u cti o n , b ut w o ul d h ar dl y 
h a v e b e e n willi n g t o p a y 2 % of  S ur g e’s f e es i n d efi nit el y ( a m o u nti n g i n t h e e v e nt 
t o s o m e £ 4 0 0, 0 0 0) f or d oi n g t hi s.  

viii.  Mr C ar el ess  dis a gr e e d wit h Mr T h o ms o n ’s e vi d e n c e t h at Mr T h o ms o n h a d b e e n 
i n v ol v e d i n u ps killi n g S ur g e ’s st aff. T h er e is n o d o c u m e nt ar y e vi d e n c e of Mr 
T h o ms o n d oi n g a n yt hi n g t o i m pr o v e S ur g e’s b a c k -offi c e a n d Mr T h o ms o n w as 
u n a bl e t o e x pl ai n w h at h e h a d d o n e , b e y o n d r e p e ati n g v a g u e g e n er aliti es.  

i x. T h er e is n o e vi d e n c e of a n y arr a n g e m e nt wit h Bl a c k m or e f or t h e r ei m b urs e m e nt of 
a n y of t h e p a y m e nts , o n c e Bl a c k m or e h a d it s elf st art e d t o m a k e i n c o m e as a r es ult.  

x.  Mr C ar el ess ’s e vi d e n c e h as c h a n g e d si n c e t h e a ns w ers h e g a v e t o t h e 
A d mi ni str at ors i n t h e c o urs e of a pri v at e e x a mi n ati o n i n 2 0 2 0. At t h at p oi nt , h e s ai d 
t h at t h er e h a d b e e n a writt e n a gr e e m e nt wit h Bl a c k m or e. H e n o w a c c e pt e d t h at 
th er e  w as n o  s u c h a gr e e m e nt . I n d e e d, o n his c urr e nt e vi d e n c e Bl a c k m or e w as n ot 
o bli g e d  t o p a y a n yt hi n g.  

xi.  W h e n as k e d a b o ut h o w m u c h h e h a d p ai d Mr T h o ms o n, Mr C ar el ess  s ai d h e c o ul d 
n ot r e m e m b er. H e di d n ot m e nti o n t h e arr a n g e m e nt f or 0. 5 % of L C F’s m o nt hl y 
s al es ( a n d t h e a d mi nistr at ors di d n ot at t h at st a g e h a v e c o pi es of t h e i n v oi c es). H e 
s u g g est e d t h at t h e c o ns ult a n c y arr a n g e m e nt h a d b e e n e nt er e d at Bl a c k m or e ’s 
r e q u est. T h er e is n o d o c u m e nt ar y e vi d e n c e of t h at  h a p p e ni n g . H e s ai d t her e h a d 
b e e n  i n v oi c es fr o m S ur g e p assi n g o n Mr T h o ms o n’s f e es t o Bl a c k m or e. T h er e ar e 
n o n e. I fi n d t h at h e w as s e e ki n g t o p ut t h e a d mi nistr at ors off t h e s c e nt. B ut w h at h e 
s ai d t h e n w as als o r e v e ali n g, as Mr C ar el ess  r e ali s e d t h at it m a k es littl e s e ns e t h at 
Mr T h o ms o n ’s f e e (s u p p os e dl y w or ki n g f or Bl a c k m or e) s h o ul d h a v e b e e n p ai d b y 
S ur g e wit h n o r e c o urs e t o Bl a c k m or e.   

xii.  Mr C ar el ess  r ef err e d s e v er al ti m es i n or al e vi d e n c e t o t h e e m ail d at e d 2 3 M a y 2 0 1 6 
a n d s ai d t h at it s u p p ort e d t h e e xist e n c e of t h e arr a n g e m e nt. I fi n d t h at t hi s e m ail 
gi v es n o s u p p ort t o Mr C ar el ess ’s c as e : it r ef err e d t o t h e p ossi bilit y of Mr T h o ms o n 
w or ki n g as a c o ns ult a nt f or S ur g e , n ot f or Bl a c k m or e.  Mr C ar el ess’s or al e vi d e n c e 
w as t h at Mr T h o ms o n h a d c o ns ult e d f or Bl a c k m or e  a n d t h at t h e p a y m e nts w er e n ot 
f or w or k d o n e f or S ur g e it s elf. I n t h e e m ail, Mr C ar el ess  s ai d t h at h e w a nt e d t h e 
c o mf ort of Mr T h o ms o n c o ns ulti n g o n a n e w b o n d  (i n v ol vi n g a p e nsi o ns c o m p a n y 
c all e d W est b ur y) . It a p p e ars t h at t hi s n e w b o n d w a s n e v er a ct u all y l a u n c h e d, s o t h e 
c o ns ult a n c y f e e c a n n ot h a v e b e e n p ai d i n r es p e ct of t hi s pr o p os al . M or e o v er , t h er e 
w o ul d h a v e b e e n n o c o m m er ci al s e ns e, if Mr T h o ms o n h a d s o m e h o w c o ns ult e d o n 
t hi s b o n d, t o r e c ei v e a f e e r el ati n g t o s al es of t h e L C F b o n ds.   

xiii.  I fi n d t h at t h e S ur g e D ef e n d a nts h a v e l at c h e d o n t o t h e r ef er e n c es t o c o ns ulti n g i n 
t hi s e m ail aft er t h e e v e nt , b ut t h at t h e 0. 5 % f e e i n f a ct p ai d t o Mr T h o ms o n h a d 
n ot hi n g t o d o wit h t h e pr o p os e d arr a n g e m e nts r ef err e d t o i n t h e e m ail .  

xi v.  Mr C ar el ess  g a v e e vi d e n c e t h at Mr T h o ms o n w as al w a ys t hr e at e ni n g t o r e d u c e t h e 
c o m missi o n p a y a bl e t o S ur g e . As alr e a d y e x pl ai n e d, Mr C ar el ess  r e c o g nis e d t h at 
S ur g e’s  c o m m er ci al s u c c ess w as d u e t o t h e 2 5 % f e e ori gi n all y a gr e e d b y Mr 
R uss ell -M ur p h y . Mr C ar el ess  h a d e v er y i n c e nti v e t o s e e k t o m ai nt ai n it.  
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x v.  I n ass essi n g t h e e x pl a n ati o n gi v e n b y Mr T h o ms o n a n d Mr C ar el ess , I al s o t a k e 
a c c o u nt of t h eir e x pl a n ati o n of t h e r e pl a c e m e nt arr a n g e m e nt u n d er w hi c h p a y m e nts 
c a m e t o b e m a d e t o Mr G ol di n g . As e x pl ai n e d b el o w, I h a v e c o n cl u d e d t h at t h e 
l at er, r e pl a c e m e nt, arr a n g e m e nt w as a s e cr et c o m missi o n p ai d t o Mr G ol di n g  t o 
m ai nt ai n t h e l e v el of S ur g e’s f e e at 2 5 %. T his is f urt h er s u p p ort f or t h e vi e w t h at 
t h e e arli er o n e h a d a si mil ar c h ar a ct er.  

x vi.  T h e c o nt e m p or a n e o us d o c u m e nts s h o w t h e li k el y s e e d s of t h e i d e a of a 0. 5 % f e e. 
O n 1 2  A pril 2 0 1 6 , o n a visit t o a ni g ht cl u b i n L o n d o n, Mr C ar el ess  a n d Mr R uss ell -
M ur p h y  i ntr o d u c e d Mr T h o ms o n t o Mr M c Cr e es h. Mr T h o ms o n a n d Mr M c Cr e es h 
dis c uss e d t h e p ossi bilit y of a j oi nt v e nt ur e t o l a u n c h a b o n d f or a p e nsi o n c o m p a n y 
c all e d W est b ur y. Mr C ar el ess  s u g g est e d t h at Mr T h o ms o n s h o ul d w or k f or S ur g e  
i n a c o ns ult a n c y r ol e i n c o n n e cti o n wit h t h e n e w b o n d. T h e pr o p os e d j oi nt b o n d 
w as n e v er a ct u all y l a u n c h e d. I n t h e m e a nti m e, Mr M c Cr e es h w as h o pi n g t h at L C F 
mi g ht b e a bl e t o h el p t o pr o vi d e £ 1 milli o n p er m o nt h i n  f u n di n g f or s o m e ot h er 
pr oj e cts. O n 2 4  M a y 2 0 1 6 , h e e x pl ai n e d t o Mr C ar el ess  t h at h e w as g oi n g t o m a k e 
a pr o p os al t o Mr T h o ms o n i n v ol vi n g 6. 5 % p er a n n u m t o L C F a n d “ 0. 5 % t o hi m ”. 
Mr C ar el ess  s ai d t h at t hi s l o o k e d g o o d . S h ortl y aft er w ar ds, Mr M c Cr e es h e m ail e d 
Mr T h o ms o n ( b c c. Mr C ar el ess ) m a ki n g t hi s pr o p os al.  Mr C ar el ess  s e nt t h e e m ail 
t o Mr R uss ell -M ur p h y , Mr J o n es a n d Ms V e n n . S h e t h o u g ht t h at i nt er est of 6. 5 % 
w o ul d m a k e it u n e c o n o mi c  f or L C F. S h e w as ri g ht. H o w e v er, it is li k el y t h at t hi s 
pl a nt e d t h e i de a of 0. 5 % f or Mr T h o ms o n p ers o n all y . Mr T h o ms o n s e nt t h e first 
M e di a G P S i n v oi c e t o S ur g e  o n 4 J u n e 2 0 1 6 f or 0. 5 % o f L C F r e c ei pt s fr o m 
b o n d h ol d ers  t h e pr e vi o us m o nt h.  

x vii.  T h e S ur g e D ef e n d a nts r eli e d o n t hr e e e m ail s fr o m A pril 2 0 1 6 a n d s ai d t h at t h es e 
s h o w e d Mr C ar el ess  c o n d u cti n g  w or k f or Bl a c k m or e. H o w e v er,  t h e c o nt e xt s h o ws 
t h at t h e y c o n c er n e d t h e p ossi bl e l a u n c h of t h e W e st b ur y b o n d. T h at w as g oi n g t o 
i n v ol v e b ot h Bl a c k m or e a n d L C F. It w as a s h ort -li v e d pr o p os al a n d it w a s n e v er 
a ct u all y l a u n c h e d. T h es e e m ails d o n ot s h o w Mr C ar el ess c o n d u cti n g  c o ns ult a n c y 
w or k f or Bl a c k m or e . N or d o t h e y e vi d e n c e Mr T h o ms o n a d visi n g Bl a c k m or e a b o ut 
b e c o mi n g m or e pr of essi o n al or h o w t o m a k e a n a p pli c ati o n t o t h e r e g ul at or or 
a n yt hi n g r el at e d t o t h os e m att ers. R at h er , t h e y r el at e t o t h e W est b ur y v e nt ur e i n 
w hi c h b ot h Bl a c k m or e a n d L C F a p p e ar t o h a v e b e e n p ot e nti all y i nt er est e d. I n a n y 
c as e, t hi s li mit e d, a b orti v e, w or k c a n n ot c o n c ei v a bl y h a v e b e e n t h e b asi s f or a 
c o nti n ui n g c o ns ult a n c y f e e ( c al c ul at e d b y r ef er e n c e t o s al es b y L C F o n it s o w n 
b o n ds) w hi c h l ast e d f or  m or e t h a n a y e ar.  M or e o v er,  t h es e e m ails pr e-d at e t h e e m ail 
of 2 3 M a y 2 0 1 6 , w hi c h I h a v e a d dr ess e d a b o v e.  

x viii.  C o u ns el f or t h e S ur g e D ef e n d a nts als o r ef err e d i n cl osi n g t o t w o e m ails fr o m J ul y 
2 0 1 6 w hi c h a p p e ar t o s h o w t h at Mr T h o ms o n m a y h a v e a gr e e d t o r e vi e w a dr aft 
Bl a c k m or e I M. T his is a n e xi g u o us b asis f or t h e all e g e d c o ns ult a n c y arr a n g e m e nt 
u n d er w hi c h h e w as b ei n g p ai d t e ns of t h o us a n ds of p o u n ds  a m o nt h . It is p ossi bl e 
t h at Mr T h o ms o n w as willi n g t o d o t his as a f a v o ur. It w as n ot e x pl or e d i n t h e 
e vi d e n c e wit h eit h er Mr T h o ms o n or Mr C ar el ess .  

xi x.  T h e S ur g e D ef e n d a nts s u b mitt e d t h at t h e f a ct t h at L C F c o nti n u e d t o p a y 2 5 % aft er 
t h e p a y m e nts t o Mr T h o ms o n  st o p p e d s h o ws t h at t h os e p a y m e nts c a n n ot h a v e b e e n 
a b a c k h a n d er or s w e et e n er. T h e y s ai d t hi s w as t h e a ci d t est. I a m u n a bl e t o a c c e pt 
t hi s. At t h e s a m e ti m e as t h e p a y m e nts t o Mr T h o m s o n c e as e d, t h e n e w arr a n g e m e nt 
wit h Mr G ol di n g st art e d. I fi n d t h at t h e n e w arr a n g e m e nt r e pl a c e d t h e e arli er o n e. 
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As e x pl ai n e d a b o v e, Mr G ol di n g h a d ulti m at e c o ntr ol of L C F a n d dir e ct e d Mr 
T h o ms o n i n r el ati o n t o its b usi n ess.   

1 1 2 0.  F or t h es e r e as o ns , I r ej e ct Mr T h o ms o n a n d Mr C ar el ess ’s c as e t h at t h e m o nt hl y p a y m e nts 
w er e a c o m m er ci al l y j ustifi e d c o ns ult a n c y f e e  a n d fi n d t h at t h eir e vi d e n c e a b o ut t hi s w as 
d eli b er at el y f als e . I fi n d t h at t h e p a y m e nts w er e a s e cr et  c o m missi o n p ai d t o Mr T h o ms o n 
t o i n d u c e L C F t o m ai nt ai n t h e l e v el of S ur g e’s f e e s at 2 5 %.   

Ti mi n g of L C F’s a c c o u nts  

1 1 2 1.  M e m b ers of t h e p u bli c fr e q u e ntl y as k e d  S ur g e ’s s al es t e a m a b o ut L C F’s a c c o u nts. B y 
mi d -2 0 1 6 t h e m ost r e c e nt a c c o u nts w er e f or t h e p eri o d e n d e d 3 0 A pril 2 0 1 5. T h e y 
dis cl os e d n et ass ets of £ 4 0, 9 4 4.  

1 1 2 2.  S ur g e ’s s al es t e a m t ol d i n v est ors t h at L C F’s a c c o u nts f or t h e s u bs e q u e nt y e ar, t o 3 0 A pril 
2 0 1 6 , w o ul d s h o w a f ar str o n g er p ositi o n. Mr T h o ms o n s ai d i niti all y t h at t h e y “ w o ul d b e 
s u b mitt e d l at e A pril a n d a v ail a bl e e arl y M a y ” . 

1 1 2 3.  O n 1 9  A pril 2 0 1 6  Mr T h o ms o n s ai d t h at t h e a c c o u nts  h a d b e e n d el a y e d t o J u n e.  

1 1 2 4.  Mr All e n , o n e of S ur g e ’s s al es t e a m, e m ail e d Mr C ar el ess  a n d Mr R uss ell -M ur p h y  a n d 
e x pl ai n e d t h at h e h a d a p ot e nti al i n v est or w h o w a nt e d t o s e e t h e a c c o u nts b ef or e i n v esti n g 
a n d t h at t h e y w er e i n d a n g er of l osi n g cr e di bilit y.  

1 1 2 5.  Mr T h o ms o n t ol d Mr C ar el ess  t h at t h e c o m p a n y a c c o u nts w o ul d  b e c o m pl et e d i n M a y 
a n d t h e a u dit e d a c c o u nts w o ul d b e a v ail a bl e i n J u n e .  

1 1 2 6.  T his di d n ot h a p p e n. I n v e st ors c o nti n u e d t o as k a b o ut t h e m.  O n 1 8 J ul y 2 0 1 6 Mr R uss ell -
M ur p h y  as k e d Mr T h o m s o n f or a n u p d at e. 

1 1 2 7.  Mr T h o ms o n r e pli e d t h e s a m e d a y t o Mr R uss ell -M ur p h y  (c c. Mr C ar el ess ),  

“ T h e p ositi o n wit h t h e a c c o u nts is t h at w e ar e h a vi n g t o w ait f or 
g ui d a n c e fr o m H M R C r e a t e c h ni c al p oi nt o n h o w t o r e pr es e nt 
t h e b al a n c e s h e et. P W C a n d o ur a c c o u nt a nts ar e c h asi n g H M R C 
o n a r e g ul ar b asis b ut I c a n n ot gi v e y o u a ti m es c al e. As s o o n as 
t h e ac c o u nts ar e fi n ali s e d, I will l et y o u k n o w ” .  

1 1 2 8.  Mr R uss ell -M ur p h y  r e pli e d t o Mr T h o ms o n (c c. Mr C ar el ess ) t h e s a m e d a y, “ G ui d a n c e 
o n a t e c h ni c al p oi nt s h o ul d c o m e fr o m P W C, t h e H M R C a c c e pt t h e a c c o u nts a n y w a y y o u 
pr es e nt ? ? ? ” . 

1 1 2 9.  Mr T h o ms o n r e pli e d t h e s a m e d a y,  

“ Wit h r es p e ct I d o n’t w a nt t o g o t hr o u g h t h e d et ail [ wit h] y o u, 
y o u will j ust h a v e t o a c c e pt t h e p ositi o n as is a n d t h at I a m d oi n g 
w h at i s ri g ht f or m y c o m p a n y ” .  

1 1 3 0.  Mr C ar el ess  e m ail e d Mr T h o ms o n s a yi n g t h at t hi s w as a “ G o o d r e pl y ”. H e a p p e ar e d t o 
wis h t o k e e p o n t h e ri g ht si d e of Mr T h o ms o n, e v e n w h e n Mr R uss ell -M ur p h y h a d r ais e d 
a f air p oi nt.  
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1 1 3 1.  Mr R uss ell -M ur p h y  h o w e v er r e pli e d t o Mr T h o m s o n ( c c. Mr C ar el ess ): 

“ T h e pr o bl e m I h a v e is b a c k i n A pril y o u a d dr ess e d t h e a c c o u nt 
m a n a g e m e nt t e a m a n d s ai d t h e a c c o u nts w o ul d b e fi n ali s e d at 
t h e e n d of A pril a n d w o ul d b e a v ail a bl e s h ortl y t h er e aft er. T h e 
A M’s p ass e d t hi s i nf or m ati o n o n t o i n v est ors w h o e n q uir e d 
a b o ut t h e b o n d.  

Y o u t h e n s ai d i n M a y t h e a c c o u nts w er e b ei n g fi n ali s e d a n d 
w o ul d b e a v ail a bl e t h at m o nt h. Y o u t h e n s ai d t h e a c c o u nt w o ul d 
b e a v ail a bl e i n J u n e a n d s o o n.  

I h a v e t o m a n a g e t h e A M’s [s c. a c c o u nt m a n a g ers] e x p e ct ati o ns, 
t h e y ar e t h e o n es o n t h e fr o nt li n e d e ali n g wit h cli e nts o n a d ail y 
b asis. W h y d o n’t y o u s h ar e wit h m e t h e r e al p ositi o n, t h at w a y 
w e c a n s et r e ali sti c ti m es c al es a n d d e al wit h A M’s a n d cli e nts 
a c c or di n gl y ”.  

1 1 3 2.  Mr C ar el ess  f or w ar d e d t h e e m ail c h ai n t o Ms V e n n , w h o r e pli e d, “ O h d e ar ”. A g ai n , t h e y 
di d n ot w a nt t o u ps et Mr T h o ms o n b y as ki n g q u esti o ns .  

1 1 3 3.  Mr C ar el ess  als o f or w ar d e d t h e e m ail c h ai n t o M r P artri d g e, pr es u m a bl y  t o s e e if h e c o ul d 
s h e d a n y li g ht o n Mr T h o ms o n ’s c o m m e nt a b o ut “ h a vi n g t o w ait f or g ui d a n c e fr o m 
H M R C r e a t e c h ni c al p oi nt o n h o w t o r e pr es e nt t h e b al a n c e s h e et ”.  

1 1 3 4.   Mr P artri d g e s ai d  i n a n e m ail of 1 8 J ul y 2 0 1 6, 

“ T his is al m ost c ert ai nl y cr a p. H M R C d o n ot gi v e o pi ni o n u nl ess 
t h er e is u n c ert ai nt y wit h r e g ar d t o t h e l a w i. e. t a x l a w. 
T his w o ul d a p p e ar t o b e a c c o u nti n g tr e at m e nt a n d s o n ot li k el y 
t o g et a n o pi ni o n. A n d a n y w a y H M R C ar e i nt er est e d i n t h e P & L, 
r ar el y ar e t h e y i nt er est e d i n t h e b al a n c e s h e et u nl e ss s o m e o n e is 
hi di n g pr ofit s t h er e –  t h at is n’t s o m et hi n g y o u w o ul d as k 
H M R C’s o pi ni o n o n …  

P W C w o ul d k n o w t hi s –  I a m n ot s o s ur e w h at P W C h a v e t o d o 
wit h t his a n y w a y .”  

1 1 3 5.  Mr C ar el ess  f or w ar d e d Mr P artri d g e ’s e m ail t o Mr R uss ell -M ur p h y . 

1 1 3 6.  Mr C ar el ess  s ai d i n his or al e vi d e n c e t h at h e w o ul d h a v e a c c e pt e d Mr P artri d g e’s vi e w 
t h at Mr T h o ms o n  w as s p e a ki n g “ cr a p ” o n t hi s iss u e. Mr C ar el ess  t h e n e dit e d Mr 
P artri d g e ’s e m ail, a m e n di n g t h e first li n e t o “I k n o w y o u w o n’t w a nt t o h e ar t hi s, b ut t his 
is al m ost c ert ai nl y u ntr u e ” a n d a d di n g a fi n al li n e w hi c h r e a d, “ T h es e a c c o u nts ar e l o n g 
o v er d u e  a n d t h e e x c us e h ol ds n o w at er c a n w e t al k i n t h e m or ni n g ” . H e t h e n s e nt it t o Mr 
T h o ms o n  u n d er c o v er of a n e m ail i n w hi c h h e wr ot e “it w o ul d h el p m e if y o u c o ul d gi v e 
m e a st e e r o n w h e n w e c o ul d g et t h e a c c o u nts pl e as e ”. Mr C ar el ess  a c c e pt e d i n his or al 
e vi d e n c e t h at hi s a m e n d m e nts t o M r P artri d g e’s e m ail r efl e ct e d his o w n vi e ws.  
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1 1 3 7.  T his w as a n ot h er c as e of Mr P artri d g e t elli n g Mr C ar el ess t h at Mr T h o ms o n  w as 
i n v e nti n g e x c us es, w hi c h w er e e m pt y. It c o nfir m e d t h eir e xisti n g vi e w t h at Mr T h o ms o n  
w as n ot t o b e tr ust e d . 

1 1 3 8.  Mr C ar el ess r e p e at e d d uri n g his e vi d e n c e t h at Mr T h o ms o n w as a diffi c ult m a n wit h l o w 
p e o pl e s kills. H e s ai d h e w as mi s o g y nisti c a n d di d n ot g et o n wit h Ms V e n n. Ms V e n n 
s ai d m u c h t h e s a m e i n h er e vi d e n c e. T h er e is n o r e as o n t o d o u bt a n y of t h at. B ut s o m e of 
t heir e vi d e n c e s e e m e d t o m e t o b e d esi g n e d t o s u g g est t h at w hil e t h er e w er e p ers o n alit y 
cl as h es t h at w as as f ar a s it w e nt. I d o n ot a c c e pt t hi s. It is cl e ar fr o m t h e d o c u m e nts 
alr e a d y r e c or d e d ( a n d ot h ers) t h at Mr C ar el ess  a n d ot h ers at S ur g e di d n ot t r ust Mr 
T h o ms o n t o t ell t h e m t h e  tr ut h. B y t hi s st a g e i n t h e hist or y,  t h e y t h o u g ht h e j ust i n v e nt e d  
e x c us es .  

E m ail of 2 2 J ul y 2 0 1 6  

1 1 3 9.  O n 2 2  J ul y 2 0 1 6  Ms E a v es  of L C F e m ail e d Ms B al d o c k ( c c . Mr J o n es) t o s a y t h at L C F 
w o ul d p a y t h e r e m ai n d er of S ur g e ’s i n v oi c es f or c o m missi o ns o n t h e f oll o wi n g d a y, 
b e c a us e L C F h a d “ hit o ur li mit o n o ur b a n k a c c o u nt t o s e n d p a y m e nts, h e n c e w h y t h e y 
ar e b ei n g p ai d t o m orr o w ”. Mr J o n es f or w ar d e d t hi s t o Mr C ar el ess , c o m m e nti n g, “ H a, 
l o v e t h at! ”. Mr C ar el ess  as k e d hi m, “ W h at’s t h eir li mit ? ” . Mr J o n es  r e pli e d, “ N o i d e a. 
W o ul d i n cl u d e p a y m e nts t o s p e n c er et c as w ell, n ot j ust o ur c o m m s ” .  

1 1 4 0.  T h e Cl ai m a nts s u b mitt e d t h at t h e p hr as e “ p a y m e nts t o s p e n c er et c ” r ef err e d t o p ers o n al 
p a y m e nts w hi c h L C F m a d e o n 2 2  J ul y 2 0 1 6 : b ei n g £ 5 1, 2 5 0 t o Mr G ol di n g , £ 3 3, 7 5 0 t o 
Mrs H u m e -K e n d all , £ 7, 5 0 0 t o Mr B ar k er  a n d £ 7, 5 0 0 t o Mr T h o ms o n , f u n d e d b y a 
p a y m e nt of £ 2 4 6, 5 0 0 fr o m L C F t o L & T D. T h e Cl ai m a nts n ot e d t h at t h o u g h t h er e w er e 
2 1 b usi n ess d a ys i n J u n e 2 0 1 6, t h er e w er e o nl y 6 d a ys o n w hi c h L C F f u n d e d p a y m e nt s 
t o Mr G ol di n g , Mr H u m e -K e n d all , Mr B ar k er  a n d/ or Mr T h o ms o n . T h e y s a y t h at Mr 
J o n es’s r e m ar k is u nli k el y t o h a v e b e e n a  c oi n ci d e n c e.  

1 1 4 1.  Mr C ar el ess ’s evi d e n c e w as t h at Mr J o n es w a s usi n g t h e t er m “s p e n c er et c ” as a 
s h ort h a n d w a y of r ef erri n g t o c o m p a ni es c o ntr oll e d b y Mr G ol di n g  a n d Mr H u m e -
K e n d all .  

1 1 4 2.  I a c c e pt Mr C ar el ess ’s e vi d e n c e o n t hi s p oi nt . Mr J o n es a n d Mr C ar el ess di d n ot h a v e t h e 
m e a ns t o k n o w w h et h er L C F w as m a ki n g p a y m e nts t o t h e First t o F o urt h D ef e n d a nts. 
T h o u g h Mr J o n es s ai d “ sp e n c er et c ” , t h at c o ul d h a v e b e e n s h ort h a n d f or his b usi n ess es. 
I a m n ot s ati sfi e d t h at Mr C ar el ess w as a w ar e fr o m t hi s e m ail al o n e t h at L C F w as m a ki n g 
p a y m e nts t o t h e First t o F o urt h D ef e n d a nts p ers o n all y , r at h er t h a n t o b usi n ess es 
c o n n e ct e d wit h t h e m . 

1 1 4 3.  H o w e v er , o n his o w n e vi d e n c e a b o ut t h e e m ail, Mr C ar el ess b eli e v e d i n J ul y 2 0 1 6 t h at 
L C F’s f u n ds w er e b ei n g us e d t o f u n d b usi n ess es a ss o ci at e d wit h Mr G ol di n g . F or r e as o ns 
alr e a d y gi v e n , h e als o t h o u g ht t h at Mr G ol di n g  h a d ulti m at e c o ntr ol o v er L C F .  

1 1 4 4.  W h e n it w as p ut i n cr oss-e x a mi n ati o n t h at t hi s m e a nt t h at L C F b o n ds w er e b ei n g s ol d t o 
t h e p u bli c i n a s eri o usl y misl e a di n g w a y, Mr C ar el ess r ef err e d t o t h e t w o s ets of a u dit e d 
a c c o u nts (t h os e a u dit e d b y P w C a n d E Y ), a n d m e eti n gs at t h e offi c es G ol d m a n S a c hs 
wit h Mr H u m e -K e n d all  a n d ot h ers a b o ut a p ot e nti al oil b o n d. It a p p e ar e d t h at Mr C ar el ess 
w as s e e ki n g t o e x pl ai n t h at h e t h o u g ht t h e b usi n es s w as s u bst a nti al a n d l e giti m at e. I gi v e 
t hi s e vi d e n c e li mit e d w ei g ht.  
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1 1 4 5.  F irst, n eit h er of t h e r el e v a nt a u dit e d a c c o u nts h a d b e e n p u bli s h e d b y J ul y 2 0 1 6  a n d t h er e 
h a d b e e n n o m e eti n gs wit h G ol d m a n S a c hs  b y t h at d at e . Th e a ns w er w a s a f or m ul ai c 
r efr ai n a n d w as n ot a n a n s w er t o t h e q u esti o n.  

1 1 4 6.  S e c o n d, i n a n y e v e nt, n o n e of t h es e p oi nt s ( e v e n if c hr o n ol o gi c all y a c c ur at e) w o ul d h a v e 
j ustifi e d S ur g e’s r ol e i n s elli n g b o n ds b y pr es e nti n g a mi sl e a di n g i m pr essi o n a b o ut L C F’s 
b usi n ess .  

T h e l e a d u p t o t h e 2 0 1 6 a c c o u nts  

1 1 4 7.  Pr os p e cti v e b o n d h ol d ers c o nti n u e d t o as k f or i nf or m ati o n a b o ut t h e n u m b er of L C F’s 
b orr o w ers , a n d t h eir n a m es. S ur g e ’s s al es t e a m w er e t ol d t o s a y t h at t h e y c o ul d n ot 
dis cl os e n a m es of b orr o w ers d u e t o d at a pr ot e cti o n  l a ws. B ut, as alr e a d y e x pl ai n e d, t h e y 
di d r e pr es e nt t h at L C F h a d a l ar g e n u m b er of b orr o w ers.  

1 1 4 8.  T h e a bs e n c e of r e c e nt a c c o u nts als o c o nti n u e d t o hi n d er t h e s al es eff ort .  

1 1 4 9.  O n 2 A u g ust 2 0 1 6 Mr R uss ell -M ur p h y  e m ail e d Mr T h o ms o n  (c c. Mr C ar el e ss ) t o as k f or 
a n u p d at e. O n 5  S e pt e m b er 2 0 1 6  Mr R uss ell -M ur p h y  e m ail e d Mr B ar k er  a g ai n t o 
c o m pl ai n a b o ut t hi s , e x pl ai ni n g t h at it w as h ol di n g u p s al es.  

1 1 5 0.  O n 1 3  S e pt e m b er 2 0 1 6  Mr N e w m a n -J o n es r e c ei v e d L C F’s dr aft a c c o u nt s f or t h e y e ar 
e n d e d 3 0  A pril 2 0 1 6  a n d f or w ar d e d t h e m t o Mr R uss ell -M ur p h y , w h o f or w ar d e d t h e m 
t o S ur g e ’s s al es t e a m. T h e y dis cl os e d a  pr ofit of £ 1 4 8, 5 5 0 . T his w as m o d est c o m p ar e d 
t o S ur g e , w hi c h w as n o w i n t h e pr o c ess of m a ki n g an a n n u al  p ost t a x pr ofit of £ 2. 4  
milli o n .  

1 1 5 1.  L C F’s dr aft a c c o u nts als o dis cl os e d n et ass ets of £ 7, 2 2 6 as at 3 0  A pril 2 0 1 6 . T h e y 
c o nt ai n e d a st at e m e nt i n t h e str at e gi c r e p ort t h at L C F h el d s e c urit y o v er ass ets w ort h 
£ 6 0, 7 5 2, 4 8 2 . T h er e w as n o ot h er i nf or m ati o n a b o ut t h os e ass ets  i n t h e dr aft a u dit or’s 
r e p ort.  

W as t h er e a writt e n c o ntr a ct b et w e e n L C F a n d S ur g e ?  
1 1 5 2.  T his e pis o d e is c o n v e ni e ntl y a d dr ess e d h er e  b e c a us e t h e e xist e n c e of t h e a gr e e m e nt 

b e c a m e a sti c ki n g p oi nt f or P w C’s a u dit of t h e A pril 2 0 1 6 a c c o u nts.  
 

1 1 5 3.  Alt h o u g h L C F p ai d 2 5 % of all s u ms r e c ei v e d fr o m b o n d h ol d ers  t o S ur g e , t h er e w as n o 
si g n e d c o ntr a ct b et w e e n t h e m.  

 
1 1 5 4.  T h e S ur g e D ef e n d a nts a d mitt e d t hi s i n t h eir D ef e n c e.  

 
1 1 5 5.  Mr T h o ms o n  c o nt e n d e d t h at t h er e w as a si g n e d c o ntr a ct b e ari n g t h e si g n at ur e of Ms V e n n 

(t h e n Ms Gr a h a m). T h e Cl ai m a nts a n d t h e S ur g e D ef e n d a nts s a y t h at t hi s w as f or g e d o n  
7  O ct o b er  2 0 1 6  t o d e c ei v e L C F’s a u dit ors, P w C.  

 
1 1 5 6.  T h e hist or y st arts o n 2 7  J ul y 2 0 1 5 , w h e n Ms V e n n e m ail e d Mr T h o ms o n  s a yi n g, “ W e 

n e e d t o p ut a n i ntr o d u c er a gr e e m e nt i n pl a c e b et w e e n S ur g e Fi n a n ci al Li mit e d a n d 
L o n d o n C a pit al a n d Fi n a n c e Li mit e d, d o y o u h a v e a st a n d ar d a gr e e m e nt w e c a n r e vi e w ? ” . 

 
1 1 5 7.  O n  3  A u g ust 2 0 1 5  Ms V e n n e m ail e d Mr T h o ms o n  t o r e mi n d hi m t h at “ w e still n e e d … 

a n i ntr o d u c er a gr e e m e nt ”. Mr T h o ms o n  pr e p ar e d a dr aft a gr e e m e nt w hi c h pr o vi d e d (i n 
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s c h e d ul e 1) f or t h e p a y m e nt of s u c h f e es a n d c h ar g es as m a y b e a gr e e d fr o m ti m e t o ti m e 
b et w e e n t h e p arti es . H e s e nt it t o M s V e n n, a d di n g, “l et m e k n o w w h at y o u t hi n k ”.  

 
1 1 5 8.  Ms V e n n s e nt it t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y , as ki n g, “ Ar e y o u b ot h h a p p y 

f or m e t o si g n ? ”. Mr C ar el ess  r e pli e d, “I’ m h a p p y. C o ntr ol t h e t a p, c o ntr ol t h e b at h! ”. Mr 
J o n es w as als o h a p p y wit h it .  

 
1 1 5 9.  Ms V e n n di d n ot si g n t h e dr aft a gr e e m e nt, b e c a u s e t h e s c h e d ul e r ef err e d o nl y t o “s u c h 

f e es a n d c h ar g es as m a y b e a gr e e d fr o m ti m e t o ti m e b et w e e n t h e p arti es ” a n d f ail e d t o 
r e c or d t h e a gr e e m e nt a b o ut t h e p a y m e nt of 2 5 % c o m missi o ns.  

 
1 1 6 0.  Ms V e n n as k e d Mr T h o ms o n  t o pr o vi d e a n e w s c h e d ul e . He di d n ot d o t his. Ms V e n n  

t ol d Mr T h o ms o n  i n a n e m ail o n 2 4 A u g ust 2 0 1 5 ,  
 

“ W e h a v e n’t si g n e d t h e i ntr o d u c er a gr e e m e nt c o ntr a ct, y o u w er e 
g oi n g t o att a c h a n a p p e n di x w hi c h w o ul d it e mi s e t h e 
c o m missi o ns o w e d t h e n s e n d it b a c k t o m e f or r e vi e w. As w e ar e 
n o w s elli n g a n d c as h h as b e e n r e c ei v e d f or t h e first c o u pl e of 
cli e nts a n d a l ot of pi p eli n e s h o ul d cl os e t hi s w e e k, it w o ul d b e 
pr u d e nt t o p ut t his i n pl a c e ”.  

1 1 6 1.  O n 2 5  A u g ust 2 0 1 5  Mr C ar el ess  t ol d Ms V e n n t h at s h e s h o ul d e ns ur e t h at a c o ntr a ct w as 
i n pl a c e a n d t h at t hi s w as ur g e nt. S h e r e pli e d t o Mr C ar el ess , “ R e t h e c o ntr a ct wit h L C F, 
t h e B o d y of t h e c o ntr a ct i s fi n e, b ut A n d y is writi n g a n a p p e n di x t o it w hi c h c o nfir ms o ur 
c o m missi o n at 2 5 % a n d I s h o ul d h a v e t h at t o d a y ”.  

 
1 1 6 2.  O n 2 5  A u g ust 2 0 1 5  Mr T h o ms o n  s e nt a dr aft distri b uti o n a gr e e m e nt t o Ms V e n n . I n t hi s 

v ersi o n, A p p e n di x A pr o vi d e d: “ A C o m mi ssi o n of 2 5 % of f u n ds r ais e d is p a y a bl e t o t h e 
distri b ut er [si c] w h e n f u n ds ar e cl e ar e d i nt o t h e Pri n ci pl es [si c] b a n k a c c o u nt ”.  

 
1 1 6 3.  Ms V e n n si g n e d a n d r et ur n e d it t o Mr T h o ms o n  o n 2 8  A u g ust 2 0 1 5 . T h e v ersi o n s h e 

si g n e d h a d b e e n b a c k d at e d t o  3  A u g ust 2 0 1 5 , i n t y p es cri pt o n t h e fr o nt p a g e. 
 

1 1 6 4.  Mr T h o ms o n  di d n ot si g n it.  
 

1 1 6 5.  O n 1 0  S e pt e m b er 2 0 1 5  Mr J o n es s e nt a n e m ail t o Ms V e n n as ki n g, “ D o y o u h a v e a c o p y 
of t h e S ur g e a gr e e m e nt wit h L C F ? ” S h e r e pli e d, “ A n d y h as n ot r et ur n e d a c o p y t o m e 
wit h hi s si g n at ur e as y et. I h a v e c h as e d ”.  

 
1 1 6 6.  O n 1 5  S e pt e m b er 2 0 1 5  Ms V e n n c h as e d Mr T h o ms o n  f or a si g n e d c o p y of t h e a gr e e m e nt. 

Mr C ar el ess  as k e d Mr J o n es t o e ns ur e t h at t h e a gr e e m e nt b et w e e n L C F a n d S ur g e  w as 
si g n e d b y Mr T h o ms o n .  

 
1 1 6 7.  Mr T h o ms o n  di d n ot si g n it. O n 1 4  O ct o b er  2 0 1 5  Ms V e n n a g ai n c h as e d Mr T h o ms o n  

f or a si g n e d c o p y.  
 

1 1 6 8.  Ms V e n n’s a g e n d a f or a m e eti n g wit h Mr T h o ms o n a n d Mr G ol di n g  o n 1 5  O ct o b er  2 0 1 5  
( w hi c h s h e s e nt t o Mr C ar el ess  o n 1 4  O ct o b er  2 0 1 5 ) i n cl u d e d, “ A n dr e w si g n at ur e o n 
I ntr o d u c er A gr e e m e nt. I r e q u est e d h e bri n g a h ar d c o p y t o d a y as t hi s is n o w v er y o v er d u e 
a n d I s e nt t o hi m ori gi n all y o n 2 8t h A u g ust ”. Mr T h o ms o n still di d n ot si g n it.  
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1 1 6 9.  N ot hi n g h a p p e n e d f or al m ost a y e ar.  

 
1 1 7 0.  I n S e pt e m b er 2 0 1 6 P w C w as a u diti n g L C F’s a c c o u nts f or t h e p eri o d e n d e d 3 0 A pril 2 0 1 6. 

O n 2 8  S e pt e m b er 2 0 1 6  P w C as k e d Mr T h o ms o n f or a c o p y of t h e c o ntr a ct b et w e e n L C F 
a n d S ur g e . 

 
1 1 7 1.  T h e v ersi o n si g n e d b y Ms V e n n  o n 2 8  A u g ust 2 0 1 5  ( a n d n e v er si g n e d b y Mr T h o ms o n ) 

w as o ut of d at e. It r ef err e d t o L o n d o n C a pit al & Fi n a n c e Li mit e d, b ut L C F h a d si n c e 
b e c o m e a pl c. It g a v e L C F’s f or m er r e gist er e d offi c e a d dr ess, r at h er t h a n t o t h e c urr e nt 
o n e. It als o r ef err e d t o L C F iss ui n g l o a n n ot es, r at h er t h a n b o n ds . Th e d efi niti o n of 
“ S er vi c es ” r ef err e d n arr o wl y t o m a ki n g i ntr o d u cti o ns b et w e e n L C F a n d pr os p e cti v e 
b o n d h ol d ers b ut di d n ot m e nti o n t h e ot h er s er vi c es t h at S ur g e  w as pr o vi di n g t o L C F, 
s u c h as  t h e pr o visi o n of m ar k eti n g s er vi c es, t h e cr e ati o n a n d m ai nt e n a n c e of L C F’s 
w e bsit e, t h e c o n d u ct of o nli n e m ar k eti n g s er vi c es a n d t h e d e v el o p m e nt a n d m ai nt e n a n c e 
of a cl o u d -b as e d cli e nt m a n a g e m e nt p ort al i n cl u di n g a p pli c ati o n pr o c e d ur es a n d i n v est or 
a c c o u n ts. 

 
1 1 7 2.  Mr T h o ms o n t h er ef or e pr e p ar e d a f urt h er dr aft. T his u p d at e d v ersi o n  r efl e ct e d t h e f a ct 

t h at L C F h a d b e c o m e a pl c wit h a n e w r e gist er e d offi c e a d dr ess. It r ef err e d t o b o n ds, 
r at h er t h a n o nl y t o l o a n n ot es. It i n cl u d e d a n e w d efi niti o n of t h e t er m “ S er vi c es ” t o 
i n cl u d e t h e pr o visi o n of m ar k eti n g s er vi c es, t h e cr e ati o n a n d m ai nt e n a n c e of L C F’s 
w e bsit e a n d t h e c o n d u ct of o nli n e m ar k eti n g s er vi c es a n d t h e d e v el o p m e nt a n d 
m ai nt e n a n c e of a cl o u d -b as e d  cli e nt m a n a g e m e nt p ort al i n cl u di n g a p pli c ati o n pr o c e d ur es 
a n d i n v est or a c c o u nts.  A p p e n di x A n o w r ef err e d t o a “f e e ” (r at h er t h a n a “ c o m missi o n ”).  

 
1 1 7 3.  Mr T h o ms o n s e nt t hi s u p d at e d v ersi o n  of t h e a gr e e m e nt t o Ms V e n n o n 2 8  S e pt e m b er 

2 0 1 6 .  
 

1 1 7 4.  S h e f or w ar d e d it t o Mr C ar el ess  o n t h e s a m e d a y, e x pl ai ni n g:  
  

“ A n d y h as as k e d m e t o si g n a c o ntr a ct b et w e e n L C F a n d S ur g e 
( att a c h e d). 

H e w a nts t his si g n e d t o d a y b e c a us e his a u dit ors n e e d it.  

I pr o mis e d t o r e vi e w t o d a y a n d if all is w ell t o si g n it. I h a v e n’t 
r e a d it y et, I h a v e s o m e ur g e nt t hi n gs t o d o first, I mi g ht n ot l o o k 
at u ntil aft er 4 p m. I will r e a d it l at er i n t h e aft er n o o n a n d c o m e 
b a c k t o y o u wit h m y c o m m e nts.  

Pl e as e als o r e vi e w f or y o ur o w n r e ass ur a n c e. T his is p ot e nti all y 
a v er y s e nsiti v e iss u e a n d w e s h o ul d l o o k at h o w li a bilit y will 
f all b ef or e si g ni n g. W e n e e d t o m a k e s ur e w e ar e n ot u n d ul y 
e x p os e d if L C F ar e i n v esti g at e d or if t h e y g o b ust. ”  

1 1 7 5.  Ms V e n n w as t h er ef or e c o n c er n e d a b o ut p ot e nti al li a bilit y i n t h e e v e nt of L C F g oi n g 
b ust.  
 

1 1 7 6.  Mr C ar el ess  as k e d h er t o f or w ar d t his t o Mr J o n es a n d Mr P artri d g e, w hi c h s h e di d.  
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1 1 7 7.  Ms V e n n t ol d Mr T h o m s o n (c c. Mr C ar el ess  a n d Mr R uss ell -M ur p h y ), “ S orr y I k n o w 
y o u r e all y n e e d t hi s si g n e d A S A P f or y o ur a u dit b ut I d o h a v e t o r u n it b y o ur s oli cit or. I 
will fi n d o ut h o w q ui c kl y it c a n b e t ur n e d ar o u n d a n d g et b a c k t o y o u ”.  

 
1 1 7 8.  Mr T h o ms o n e m ail e d Mr C ar el ess  a b o ut t hi s a f e w mi n ut es l at er , s a yi n g, “ A s dis c uss e d, 

pl e as e fi n d att a c h e d t h e a gr e e m e nt t h at w as a gr e e d b ut n ot si g n e d l ast y e ar, it s  [si c] f airl y 
b asi c b ut c o v ers t h e b asis. I h a v e [t w e a k e d] o n e s e cti o n t o a d d t h e pr o visi o n of t h e o nli n e 
s u p p ort y o u gi v e us a n d t h e d as h b o ar d As hl ei g h cr e at e d ”.  

 
1 1 7 9.  Mr C ar el ess  dis c uss e d t h e p ositi o n wit h Ms V e n n, w h o s ai d, “[ it] w o ul d b e pr u d e nt t o 

h a v e o ur s oli cit or r e vi e w. I w o n’t si g n u ntil I h a v e t h at c o nfir m ati o n. A n d y n e e ds t hi s 
A S A P s o I will g et it f ast tr a c k e d. L et ’s h o p e I c a n g et it a p pr o v e d b y t o m orr o w ”.  

 
1 1 8 0.  Mr C ar el ess  as k e d, “ C a n w e j ust si g n t hi s ? It’s t o h el p hi m ”.  

 
1 1 8 1.  Mr C ar el ess  s ai d i n e vi d e n c e t h at “[t] h e r e as o n I w as k e e n t o g et t h e a u dit is, all of t h e 

c y ni cis m t h at y o u s e e as s us pi ci o n, it w o ul d h a v e cl e ar e d it u p ” . I s h all r et ur n t o t hi s 
t h e m e of t h e e vi d e n c e b el o w.  B ut I n ot e h er e Mr C ar el ess ’s e vi d e n c e t h at t h er e w as 
c o nti n ui n g c y ni cis m or s us pi ci o n  a b o ut L C F .  

 
1 1 8 2.  Ms V e n n r e pli e d, “ S orr y, I d o n’t m e a n t o b e diffi c ult, I w o ul d h el p hi m if I c o ul d b ut I 

b eli e v e t h e m or e i m p ort a nt iss u e h er e is t o h a v e t hi s r e vi e w e d b y a s oli cit or ”. Mr C ar el ess  
s ai d, “ Y es, t h at’s fi n e … I’ll l et hi m k n o w … ” . 

 
1 1 8 3.  T his d el a y c a us e d pr o bl e ms f or Mr T h o ms o n wit h P w C, w h o w a nt e d t o s e e t h e si g n e d 

a gr e e m e nt .  
 

1 1 8 4.  P w C as k e d Mr T h o ms o n t o bri n g t h e si g n e d a gr e e m e nt t o t h eir offi c es at 9. 0 0 a m o n 2 9 
S e pt e m b er 2 0 1 6 .  

 
1 1 8 5.  O n 3 0  S e pt e m b er 2 0 1 6  Mr T h o ms o n e m ail e d Ms V e n n , s a yi n g, “I r e all y n e e d e d it 

y est er d a y m or ni n g, n ot h a vi n g it h as cr e at e d a d diti o n al w or k a n d h as pr o m pt e d P W C 
l o o ki n g i nt o us i n m or e d et ail. W e h a v e n ot hi n g t o hi d e b ut t hi s will a d d m or e ti m e t o t h e 
pr o d u cti o n of [t h e a c c o u nts] ”.  

 
1 1 8 6.  Mr T h o ms o n t h e n s e nt a f urt h er t e xt m ess a g e t o M s V e n n o n 3 0  S e pt e m b er 2 0 1 6  s a yi n g,  

 
“ Y o u h a v e c o m pl et el y miss e d t h e p oi nt of w h y I n e e d e d it, t hi s 
w as t h e c o ntr a ct w e a gr e e d l ast y e ar, I t h o u g ht it w o ul d b e a 
si m pl e r e q u est t o si m pl y si g n it. I n e e d S ur g es s u p p ort t o g et t h e 
a u dit c o n cl u d e d a n d it di d n’t h a p p e n a n d h as k n o c k o n iss u es. 
As  y o u ar e w a nti n g t o g o d o w n t h e s oli cit or r o ut e I will f or w ar d 
y o ur r e visi o ns t o L e wis Sil ki n w h o will [n o ] d o u bt a d vis e m e 
t h at L C F n e e ds a f ar m or e r o b ust c o ntr a ct t o pr ot e ct it s p ositi o n 
… ” . 

 
1 1 8 7.  Ms V e n n r e pli e d, s a yi n g, “I’ m n ot si g ni n g a c o ntr a ct t h at a s oli cit or h as n’t r e vi e w e d. 

L et’s g et it ri g ht first ti m e ” . 
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1 1 8 8.  T h e a u dit ors p ut m or e pr ess ur e o n Mr T h o ms o n , a n d h e d e ci d e d t o a p pr o a c h Mr C ar el ess  
i nst e a d. Mr T h o ms o n e m ail e d Mr C ar el ess  o n 3 0  S e pt e m b er 2 0 1 6  t o s a y t h at h e h a d m a d e 
o nl y a f e w c h a n g es t o t h e a gr e e m e nt w hi c h w er e all mi n or a n d t h at t h e n e w a gr e e m e nt 
w as “ pr a cti c all y i d e nti c al ” t o t h e o n e t h at Ms V e n n  h a d pr e vi o usl y si g n e d . Mr T h o ms o n 
s o u g ht t o p ers u a d e Mr C ar el ess  t h at l e g al i n p ut w as u n n e c ess ar y. Mr T h o ms o n als o t ol d 
Mr C ar el ess  t h at “if w e d o n’t h a v e a n a gr e e m e nt i n pl a c e ” b y M o n d a y, P w C w o ul d h a v e 
t o “ p ut a q u alifi c ati o n i n t h e a u dit r e g ar di n g t h e r o b ust n ess of L C F as a g oi n g c o n c er n as 
it d o es n ot h a v e a n a gr e e m e nt i n pl a c e wit h a b usi n ess criti c al s u p pli er ”. 

 
1 1 8 9.  Mr C ar el ess  f or w ar d e d t his t o Ms V e n n, Mr J o n es, a n d Mr R uss ell -M ur p h y . Ms V e n n 

e m ail e d Mr C ar el ess , Mr J o n es a n d Mr R uss ell -M ur p h y  s a yi n g,  
 
“ All h e h as t o d o is c all m e. I will e x pl ai n w h y I w a nt t h e cl a us es 
h e a d d e d i n, r e m o v e d a n d w h y. I d o w a nt f urt h er r e visi o n r e 
cl a us e 5. N ot hi n g u nr e as o n a bl e. H e’s r e all y m a ki n g a m e al of 
t hi s. A q ui c k c all w o ul d r es ol v e / at l e ast p ut hi m i n t h e l o o p.  
Als o I’ m s h o c k e d t h at h e w o ul d s e n d a c o ntr a ct w h er e t h e 
li a bilit y r e F C A is a bi g e x p os ur e a n d e x p e ct m e n ot t o g et a 
s oli cit or t o r e vi e w ?! ? S e n di n g W e d n es d a y aft er n o o n a n d g etti n g 
a r es p o ns e Fri d a y m or ni n g is g o o d. H e s h o ul d b e t h a n ki n g us f or 
t h e f ast tur n ar o u n d. H e s h o ul d n’t b e criti cisi n g t h e d e cisi o n n ot 
t o si g n w h e n h e h as n’t e v e n as k e d w h y w e w o n’t si g n. 

W e h a v e g o o d r e as o ns a n d I w o ul d l o v e t o t ell hi m a b o ut t h e m 
if h e w o ul d a ns w er m y c all s a n d n ot j ust c a n c el t h e m a n d s e n d 
m e a b usi v e t e xt m ess a g e s. ”  

1 1 9 0.  Mr P artri d g e w as als o i n v ol v e d. H e e m ail e d Mr C ar el ess  t o s a y,  
 
“ H e j ust t al ks o ut of his ars e. T h e ori gi n al a gr e e m e nt is fi n e t h e 
ot h er o n e is f u n d a m e nt all y diff er e nt. If h e w a nts t o p a y v at o n 
t o p of t h e c o m missi o n, h e c a n si g n t h e n e w o n e.  
Or j ust r e -si g n t h e ori gi n al a gr e e m e nt if [it’s] s o cl os e. ”  

1 1 9 1.  Mr C ar el ess  a c c e pt e d i n e vi d e n c e t h at h e u n d erst o o d Mr P artri d g e  w as s a yi n g t h at Mr 
T h o ms o n w as l yi n g . 
 

1 1 9 2.  Mr C ar el ess  f or w ar d e d Mr P artri d g e’s e m ail t o Mr R uss ell -M ur p h y , Ms V e n n a n d Mr 
J o n es . T h e l att er r e pli e d t o Mr C ar el ess , “ K err y alr e a d y si g n e d a n d r et ur n e d t h e ori gi n al 
d o c o v er a y e ar a g o, h e h as t h at alr e a d y! ”  

 
1 1 9 3.  Mr P artri d g e’s c o m m e nt a b o ut L C F h a vi n g t o p a y “ v at o n t o p of t h e c o m missi o n ” if t h e 

n e w a gr e e m e nt w as si g n e d r efl e ct e d S ur g e’s c o n c er n a b o ut t h e d efi niti o n of “ S er vi c es ”. 
S ur g e ’s p ositi o n w as t h at i ntr o d u cti o n c o m missi o ns w er e n ot s u bj e ct t o V A T  a n d it s 
i n v oi c es t o L C F di d n ot i n cl u d e V A T. T h e c o m m e nt r el at e d t o t h e pr os p e ct of S ur g e  
a gr e ei n g i n writi n g t o t h e pr o vi si o n  of s er vi c es (s u c h as m ar k eti n g s er vi c es, t h e cr e ati o n 
a n d m ai nt e n a n c e of L C F’ s w e bsit e a n d t h e c o n d u ct of o nli n e m ar k eti n g s er vi c es, a n d t h e 
d e v el o p m e nt a n d m ai nt e n a n c e of a cl o u d -b as e d cli e nt m a n a g e m e nt p ort al i n cl u di n g 
a p pli c ati o n pr o c e d ur es a n d i n v est or a c c o u nts) w hi c h w o ul d b e s u bj e ct t o V A T.  
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1 1 9 4.  Ms V e n n a n d S ur g e ’s s oli cit or, Mr Ki n c h of S D K L a w, pr e p ar e d a f urt h er dr aft of t h e 
a gr e e m e nt . T h e y c h a n g e d t h e d efi niti o n of “ S er vi c es ” s o t h at it a g ai n r ef err e d s ol el y t o 
t h e m a ki n g of i ntr o d u cti o ns b et w e e n L C F a n d pr os p e cti v e b o n d h ol d ers, wit h o ut 
m e nti o ni n g a n y ot h er s er vi c es. T h e y c h a n g e d t h e t er mi n ol o g y t hr o u g h o ut t o r ef er t o 
S ur g e  as “ t h e I nt er m e di ar y” , r at h er t h a n “ t h e Di stri b ut or” . T h e y a m e n d e d cl a us e 5 t o 
dil ut e a n d q u alif y S ur g e ’s o bli g ati o ns i n r es p e ct of c o m pli a n c e wit h a nti-m o n e y 
l a u n d eri n g l e gisl ati o n. T h e y a d d e d n e w o bli g ati o n s of L C F i n w h at w as n o w cl a us e 6, b y 
r e q uiri n g L C F t o h el p S ur g e  t o c o m pl y wit h F C A R ul es. T h e y a m e n d e d t h e pr o visi o ns 
f or t h e e x cl usi o n of li a bilit y i n cl a us e 8. T h e dr aft w as still d at e d 2 0 1 5 i n t y p es cri pt o n 
t h e fr o nt p a g e. 

 
1 1 9 5.  O n  2  O ct o b er  2 0 1 6  Ms V e n n s e nt t his t o Mr T h o ms o n (c c. Mr C ar el ess  a n d Mr R uss ell -

M ur p h y ) s a yi n g, 
 

“I att a c h t h e a m e n d e d c o ntr a ct f or y o u t o r e vi e w. All c h a n g es ar e 
d o n e as tr a c k e d c h a n g es s o y o u will b e a bl e t o e asil y i d e ntif y t h e 
r e q u est e d v ari ati o ns. R e c o g nisi n g t h at t his is ti m e criti c al, I als o 
att a c h e d a si g n e d v ersi o n s o y o u h a v e t hi s i n pl a c e t o  us e at y o ur 
m e eti n g o n M o n d a y ” .  

1 1 9 6.  T h e att a c h e d dr aft c o ntr a ct still b or e t h e d at e 2 0 1 5  i n t y p es cri pt. T h e f a ct t h at t h e 
a gr e e m e nt w as t o b e b a c k d at e d di d n ot c a us e c o n c er n t o a n y o n e at S ur g e . I fi n d t h at t h e y 
w er e pr e p ar e d t o g o al o n g wit h t h e pr o p os e d b a c k d ati n g, t h o u g h t h e y k n e w t h at P w C 
w er e pr essi n g f or t h e a gr e e m e nt as p art of t h e a u dit.   
 

1 1 9 7.  O n  3  O ct o b er  2 0 1 6  Mr T h o ms o n s e nt t his dr aft t o Mr L e e of B uss M urt o n.  
 

1 1 9 8.  O n 4  O ct o b er  2 0 1 6 Mr T h o ms o n e m ail e d Mr L e e, s a yi n g, “ H o w ar e y o u g etti n g o n wit h 
t h e S ur g e a gr e e m e nt, I’ m b ei n g p us h e d b y P W C f or it ”.  

 
1 1 9 9.  Ms Mill er of P w C e m ail e d hi m o n  5  O ct o b er  2 0 1 6  t o as k, 

 
“ W o ul d it b e p ossi bl e f or y o u t o arr a n g e f or a s c a n of t h e S ur g e 
Fi n a n ci al c o ntr a ct t o b e e m ail e d t o m e t o d a y / t o m orr o w, t hi s 
w as t h e o n e d o c u m e nt t h at y o u di d n’t h a v e w h e n w e m et l ast 
w e e k. W e h a v e h a d o n e of o ur fi n al q u alit y r e vi e ws of t h e a u dit 
a n d w e n e e d t hi s t o b e d o c u m e nt e d o n o ur fil e ” .  

 
1 2 0 0.  Mr T h o ms o n r e pli e d, “I c o m pl et el y f or g ot! I’ m o ut of t h e offi c e at t h e m o m e nt b ut I’ll 

tr y t o h a v e a c o p y s c a n n e d o v er, if n ot I c a n d o it first t hi n g t o m orr o w m or ni n g ”. T his 
w as a  li e: t h er e w as n o s u c h a gr e e m e nt t o s c a n o v er. 
 

1 2 0 1.  Mr L e e pr e p ar e d a h e a v ily m ar k e d -u p v ersi o n of t h e dr aft a gr e e m e nt. H e d el et e d m u c h 
of t h e n e w w or di n g i n cl a us e 5, st ati n g t h at a n o bli g ati o n o n t h e p art of S ur g e  t o “t a k e all 
r e as o n a bl e st e ps ” c o ul d n ot b e a gr e e d b y L C F ( “ T h e y eit h er a ct i n c o m pli a n c e or t h e y 
d o n’t. T a ki n g r e as o n a bl e st e ps is n ot a d ef e n c e t o a n y all e g ati o n b y t h e F C A ”). H e 
i ntr o d u c e d a n e w cl a us e 6 w hi c h (i nt er ali a) r e q uir e d S ur g e  t o m ai nt ai n pr of essi o n al 
i n d e m nit y i ns ur a n c e f or n ot l ess t h a n fi v e milli o n p o u n ds f or t w el v e y e ars. H e a m e n d e d 
t h e cl a us e d e ali n g wit h L C F’s o bli g ati o n t o h el p S ur g e  t o c o m pl y wit h F C A R ul es ( w hi c h 
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h a d b e e n cl a us e 6 a n d w as n o w cl a us e 7). H e a m e n d e d t h e e x cl usi o n of li a bilit y w hi c h 
h a d b e e n cl a us e 8 a n d w a s n o w cl a us e 9.  

 
1 2 0 2.  At 4. 0 1 p m o n  5  O ct o b er  2 0 1 6  Mr L e e s e nt his m ar k -u p t o Mr T h o ms o n . Mr T h o ms o n 

f or w ar d e d t hi s t o Ms V e n n, a d di n g, “ T h e i m m e di at e iss u e is I h a v e b e e n a bl e t o p ut off 
P W C u ntil n o w,  b ut t h e y ar e e x p e cti n g a d o c first t hi n g t o m orr o w, t h e y h a v e c o m pl et e d 
t h e a c c o u nts b ut w o n’t r el e as e u ntil t h e y h a v e a s c a n of t h e a gr e e m e nt ”.  

 
1 2 0 3.  Ms V e n n r e vi e w e d t h e m ar k -u p a n d t ol d Mr T h o ms o n b y e m ail t h at Mr L e e h a d m a d e 

s o m e h el pf ul r e visi o ns. S h e s ai d t h at S ur g e  di d n ot h a v e i ns ur a n c e at t h e l e v el r e q uir e d 
b y t h e n e w i ns ur a n c e cl a us e. S h e hi g hli g ht e d t h e c o m m e nt i n t h e m ar k-u p a b o ut a cti n g 
i n c o m pli a n c e wit h a nti-m o n e y l a u n d eri n g r e g ul ati o ns a n d t h e pr os p e ct of li a bilit y f or 
t hi s. S h e s u g g est e d t h at t h e cl a us e mi g ht “ n e e d r e-writi n g fr o m s cr at c h as mi g ht b e e asi er 
t h a n a m e n di n g n o w, w h at d o es Al e x t hi nk ? C a n w e a gr e e t h e s e nti m e nt t o g et h er a n d g et 
y o ur s oli cit or t o pr o p os e t h e r e -w or k ? ” . S h e pr o vi d e d s o m e b ull et p oi nt s c o nt ai ni n g w h at 
s h e t h o u g ht s h o ul d b e c o v er e d b y t h e cl a us e.  

 
1 2 0 4.  O n  6  O ct o b er  2 0 1 6  Mr T h o ms o n f or w ar d e d Ms V e n n’s e m ail t o Mr L e e, w h o  r e pli e d 

wit h his t h o u g ht s o n t h e c o m pli a n c e a n d li a bilit y iss u es . H e c o n cl u d e d, “ P er h a ps I h a v e 
mi ss e d s o m et hi n g b ut it s e e ms t h at S ur g e ar e tr yi n g t o s a y t h at t h e y d o n ot w a nt t o t a k e 
t h e r e q uisit e r es p o nsi bilit y f or t h e w or k y o u ar e as ki n g t h e m t o u n d ert a k e. I n w hi c h c as e 
I a m str u g gli n g t o a d vis e y o u t h at s u c h a c o ntra ct i s o k t o e nt er i nt o ”.  

 
1 2 0 5.  Mr T h o ms o n f or w ar d e d Mr L e e’s e m ail t o Ms V e n n.  

 
1 2 0 6.  Mr T h o ms o n t h e n e m ail e d P W C, s a yi n g, “ S orr y n ot t o h a v e s e nt t h e s ur g e d o c o v er … 

I’ m o n m y w a y b a c k n o w a n d will g et it s ort e d l at er t o d a y ”. T his w as a n ot h er  li e. N o 
s u c h d o c u m e nt  e xist e d . 

 
1 2 0 7.  P w C r e pli e d, “ T h at w o ul d b e gr e at if w e c a n g et it t o d a y ”.  

 
1 2 0 8.  At 3. 4 8 p m o n  6  O ct o b er  2 0 1 6 , Mr L e e s e nt a n e m ail t o Mr T h o ms o n att a c hi n g “t h e cl e a n 

v ersi o n of w h at I s e nt o v er y est er d a y ” .  
 

1 2 0 9.  Ms V e n n e m ail e d Mr T h o ms o n a b o ut t h e n e w cl a us e 6 t o as k w h et h er t h e i ns ur a n c e c o v er 
h a d t o b e f or 1 2 y e ars. Mr T h o ms o n pr o vi d e d h er wit h Mr L e e’s cl e a n c o p y . Ms V e n n 
s ai d s h e w o ul d r e vi e w it.  

 
1 2 1 0.  B y t hi s st a g e , P w C h a d fi ni s h e d t h e a u dit a n d w er e pr e p ari n g a fi n al v ersi o n of L C F’s 

a c c o u nts. B ut t h e y still n e e d e d t o s e e t h e si g n e d a gr e e m e nt b et w e e n L C F a n d S ur g e  a n d 
w o ul d n ot si g n off L C F’s a c c o u nts wit h o ut it.  

 
1 2 1 1.  O n  7  O ct o b er  2 0 1 6  Mr T h o ms o n s e nt a n e m ail t o Mr Mill er of P w C wit h t h e s u bj e ct 

“ S ur g e a gr e e m e nt ”: “I fi n all y g ot b a c k t o t h e offi c e t hi s m or ni n g (it’s b e e n a n e nt ert ai ni n g 
w e e k!!!) a n d h a v e s c a n n e d i n t h e a gr e e m e nt b el o w ”.  

 
1 2 1 2.  T h e att a c h m e nt w as a n a gr e e m e nt b et w e e n L C F a n d S ur g e  d at e d o n it s f a c e  3  A u g ust 

2 0 1 5 , p ur p ort e dl y si g n e d b y Mr T h o ms o n o n b e h alf of L C F a n d “ K err y Gr a h a m ”  o n 
b e h alf of S ur g e . T his w a s t h e i n t h e s a m e t er ms a s t h e v ersi o n t h at Mr L e e h a d s e nt t o 
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Mr T h o ms o n at 3. 4 8 p m o n  6  O ct o b er  2 0 1 6  c o nt ai ni n g (f or e x a m pl e) t h e n e w cl a us e 6 o n 
i ns ur a n c e. 

 
1 2 1 3.  Ms V e n n ’s e vi d e n c e w as t h at s h e n e v er si g n e d t hi s a gr e e m e nt a n d t h at h er si g n at ur e w as 

f or g e d. 
 

1 2 1 4.  T h e e m ail r e c or d a b o v e s h o ws t h at o n 6  O ct o b er  2 0 1 6 s h e w as still r e vi e wi n g t h e dr aft 
a n d as ki n g q u esti o ns a b o ut it.  

 
1 2 1 5.  T h e si g n at ur e p ur p orti n g t o b e Ms V e n n’s o n t h e a gr e e m e nt s c a n n e d t o P w C is m at eri all y 

t h e s a m e as a p p e ari n g o n t h e pr e vi o us v ersi o n of t h e a gr e e m e nt w hi c h Ms V e n n  h a d 
si g n e d a n d r et ur n e d t o Mr T h o ms o n o n 2 8  A u g ust 2 0 1 5 .  

 
1 2 1 6.  T h er e is l at er c orr es p o n d e n c e w hi c h w o ul d m a k e n o s e ns e if Ms V e n n h a d si g n e d t h e 

n e w a gr e e m e nt.  
 

1 2 1 7.  O n 2 6  O ct o b er  2 0 1 6  Mr T h o ms o n e m ail e d M s  V e n n  t o s a y, “I h a v nt [si c] h e ar d a n yt hi n g 
fr o m y o u o n t h e pr o p os e d a gr e e m e nt I s e nt o v er a c o u pl e of w e e ks a g o ? d o y o u h a v e a n y 
q u esti o ns or ar e y o u h a p p y t o a gr e e it ”. Ms V e n n  r es p o n d e d, “ R e t h e c o ntr a ct. T his h as 
b e e n p ar k e d f or a w hil e t o all o w o ur a c c o u nt a nt t o i n v esti g at e t h e V A T iss u e. I will c h as e 
f or a n u p d at e. ”  

 
1 2 1 8.  Mr T h o ms o n r e pli e d t h e s a m e d a y, 
 

“ A p pr e ci at e y o u n e e d t o s p e a k t o y o ur a d vis or s b ut it s b e e n 
w e e ks n o w a n d I h a v e n’t h e ar d a n yt hi n g a n d w e d o n’t h a v e a n y 
a gr e e m e nt i n pl a c e. I w a s p ut i n a n e xtr e m el y diffi c ult p ositi o n 
wit h P W C o v er it w hi c h h a d t h e p ot e nti al t o d a m a g e e v er yt hi n g, 
t hi s n e e ds r es ol vi n g s o o n er r at h er t h a n l at er. C a n y o u pl e as e 
c h as e y o ur a d vis ors a n d a d vis e of t h e ur g e n c y ”.  

1 2 1 9.  O n 2 8  O ct o b er  2 0 1 6  Ms V e n n t ol d Mr P artri d g e ( c c. Mr C ar el ess ), “ A n d y is b a c k p us hi n g 
us o v er t h e c o ntr a ct iss u e … [ W e] d o n e e d t o o n c e a n d f or all est a blis h t h e V A T sit u ati o n 
s o t h at w e c a n fi n ali s e a c o ntr a ct ”.  
 

1 2 2 0.  O n  3  N o v e m b er  2 0 1 6  Ms V e n n e m ail e d Mr P artri d g e a g ai n ( c c. Mr C ar el ess ) s a yi n g, 
“ A n d y is c h asi n g m e t o c o m pl et e t h e c o ntr a ct ” . S h e as k e d Mr P artri d g e  if h e h a d m a d e 
“ a n y pr o gr ess wit h est a bli s hi n g if w e ar e V A T e x e m pt ”. Mr C ar el ess  r eit er at e d t h at it 
n e e d e d t o b e fi n ali s e d.  

 
1 2 2 1.  Mr P artri d g e t ol d Ms V e n n ( c c. Mr C ar el ess ), “[t]his r e all y is n’t s o m et hi n g t h at c a n b e 

r us h e d as it is cr u ci al a n d ar c a n e … B T W L C F a c c o u nts h a v e b e e n fil e d s o h e c a n n ot us e 
t h e a u dit or r e q uir e m e nt o n us ”.  

 
1 2 2 2.  H e n c e , Mr C ar el ess  a n d Ms V e n n u n d erst o o d t h at Mr T h o ms o n h a d f o u n d s o m e w a y of 

s ati sf yi n g P w C t h at t h er e w as a writt e n a gr e e m e nt i n pl a c e b et w e e n L C F a n d S ur g e . T h e y 
di d n ot k n o w h o w h e h a d d o n e t hi s.  
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1 2 2 3.  O n 1 1  N o v e m b er  2 0 1 6  Ms V e n n c h as e d Mr P artri d g e a g ai n a b o ut t hi s. Mr P artri d g e s ai d 
h e u n d erst o o d h er fr ustr ati o n, b ut h e w a nt e d t o w ait u ntil t h e y h a d o bt ai n e d t a x a d vi c e 
fr o m M a cf arl a n es.  

 
1 2 2 4.  O n 2 1  N o v e m b er  2 0 1 6  Ms V e n n’s “t o d o ” li st c o nti n u e d t o i n cl u d e t hi s iss u e ( “ M ust g et 

t o b ott o m of V A T iss u e t o c o m pl et e c o ntr a ct wit h L C F! ”).  
 

1 2 2 5.  Ms V e n n c h as e d Mr P artri d g e a g ai n  t h e s a m e d a y, s a yi n g, 
 

 “ L u c kil y A n d y h as n’t b e e n c h asi n g m e t hi s w e e k b ut it’s b e e n 
t w o m o nt hs si n c e t hi s iss u e first ar os e a n d I d o f e el w e o u g ht t o 
r es ol v e n o w. It b e n efits all p arti es if w e h a v e a n a d e q u at e 
c o ntr a ct i n pl a c e ”.  

1 2 2 6.  O n 1 3  J a n u ar y 2 0 1 7  Mr P artri d g e as k e d f or t h e “l at est dr aft c o ntr a ct wit h L C F ” . 
M a cf arl a n es w a nt e d t o s e e it i n or d er t o a d vis e o n t h e V A T p ositi o n.  

 
1 2 2 7.  O n 1 6  J a n u ar y 2 0 1 7  Mr P artri d g e c h as e d Ms V e n n, a d di n g, “ M a cf arl a n es ar e n o w 

c h asi n g m e f or t h e i ntr o d u c ers a gr e e m e nt as is s o t h at w e c a n dis c uss V A T ” . 
 

1 2 2 8.  S h e r e pli e d ( c c. Mr C ar el ess ) o n 1 7 J a n u ar y 2 0 1 7  s a y i n g,  
 

“ A gr e e m e nts asi d e, w e w a nt t o k n o w if S ur g e is V A T e x e m pt or 
n ot ? E v e n if w e n e v er si g n a n a gr e e m e nt wit h L C F w e n e e d t o 
k n o w t hi s … I h a v e pr e vi o usl y e m ail e d y o u … a o n e p a g e 
s u m m ar y of all of t h e a cti viti es t h at S ur g e d o es. T h e a cti vit y li st 
is p er h a ps m or e us ef ul a s it w as t o b e us e d t o est a blis h if t h e 
bl e n d of a cti viti es m a d e us e x e m pt or n ot ”.  

1 2 2 9.  O n 1 J u n e 2 0 1 7  Ms V e n n e m ail e d Mr C ar el ess  t o s a y t h at Mr T h o ms o n w as “ k e e n t o g et 
a c o ntr a ct i n pl a c e b ef or e his n e xt a u dit ” . H o w e v er, t h e iss u e w as n ot r es ol v e d. Ms 
V e n n ’s “t o d o ” li st a f e w d a ys l at er still i n cl u d e d t hi s it e m i n p ar a gr a p h 3 . Mr C ar el ess  
a d vis e d h er, “ T h e L C F c o ntr a ct n e e ds t o b e i n s e c o n d s p ot pl e as e ”.  

 
1 2 3 0.  Mr C ar el ess  e m ail e d Ms V e n n, Mr P artri d g e, Mr J o n es a n d Mr R uss ell -M ur p h y  o n 2 7  

J u n e 2 0 1 7  t o s a y, “I w a nt A n d y t o h a v e si g n e d a S ur g e/ L C F c o ntr a ct. K err y, c a n y o u 
f or w ar d w h at w e h a v e wit h s ali e nt p oi nt s as s o o n as y o u c a n. E v er y o n e n e e d s t o c h e c k it 
b ef or e K err y g ets a cl e a n c o p y o v er t o A n d y t o si g n ” . Ms V e n n cir c ul at e d a dr aft c o ntr a ct; 
Mr R uss ell -M ur p h y  a n d Mr P artri d g e pr o vi d e d h er wit h t h eir c o m m e nts.  

 
1 2 3 1.  O n 3 0  J u n e 2 0 1 7  M a cf arl a n es pr o vi d e d Ms V e n n wit h a n e ntir el y n e w dr aft a gr e e m e nt 

b et w e e n L C F a n d S ur g e . T h e y h a d r e -writt e n it. T h e n e w dr aft a gr e e m e nt w as e ntitl e d, 
“ S er vi c es a gr e e m e nt ”. It w as a v er y l e n gt h y a gr e e m e nt. S c h e d ul e 1 pr o vi d e d t h at L C F 
w o ul d p a y “ a m ar k eti n g f e e e q u al t o 2 5 % of e a c h i n v est m e nt ”. S c h e d ul e 2 c o nt ai n e d a 
l e n gt h y d es cri pti o n of “ S er vi c es ”. Cl a us e 8. 1 of S c h e d ul e 2 pr o vi d e d, “ T h e C ust o m er 
h er e b y gr a nts t h e S er vi c e Pr o vi d er t h e e x cl usi v e ri g ht t o m ar k et, a d v ertis e a n d pr o m ot e 
B o n ds  t o I n v est ors d uri n g t h e T er m ”. 

 
1 2 3 2.  Ms V e n n e m ail e d t his t o Mr T h o ms o n,  s a yi n g, “ S o m e g o o d n e ws, l o n g o v er d u e b ut I d o 

n o w h a v e a s er vi c es a gr e e m e nt f or y o ur r e vi e w a n d si g n at ur e. I h a v e b e e n c o ns ci o us t h at 
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w e w er e n ot a bl e t o g et t his i n pl a c e b ef or e y o ur a u dit l ast y e ar a n d h a v e n o w m a d e s ur e 
t hi s is r e a d y w ell i n ti m e of y o ur n e xt a u dit ”. Mr T h o ms o n r e pli e d, “I n ot e t h at it is a 
c o m pl et el y n e w a gr e e m e nt s o I will h a v e t o s e n d it t o o ur s oli cit ors at L e wis Sil ki n t o 
l o o k t hr o u g h ”. H e s e nt it t o L e wis Sil ki n .  

 
1 2 3 3.  O n  5  J ul y 2 0 1 7  Mr R ei d of L e wis Sil ki n e m ail e d Mr T h o ms o n , “ I n s u m m ar y t hi s is n ot 

a n a gr e e m e nt y o u c a n si g n n ot l e ast as y o u w o ul d b e e n c o ur a gi n g a n d a c q ui es ci n g i n 
S ur g e Fi n a n ci al Li mit e d ( “ S ur g e ”) ( a p art y n ot r e g ul at e d b y t h e F C A) t o c arr y o ut F C A 
r e g ul at e d a cti viti es ( a cri mi n al a cti vit y) ”. 

 
1 2 3 4.  Mr T h o ms o n f or w ar d e d t his e m ail t o Ms V e n n. S h e f or w ar d e d it t o Mr C ar el ess  (c c. Mr 

R uss ell -M ur p h y ), a d di n g, “ R at h er t h a n a m e n d o ur c o ntr a ct, A n d y h as r e c ei v e d a d vi c e t o 
r ej e ct it. S e e t hi s d et ail e d e x pl a n ati o n fr o m L e wis Sil ki n. I f e ar a st a n d-off. If t h e y m a d e 
s u g g esti o ns f or r e visi o ns, w e h a v e t h e st arti n g p oi nt f or a n e g oti ati o n. T his is j ust a fl a t 
o ut o bstr u cti o n ” . Mr C ar el ess  s e e ms t o h a v e s u g g est e d t h at L e wis Sil ki n s h o ul d pr e p ar e 
a r e -dr aft.  

 
1 2 3 5.  L e wis Sil ki n b e g a n t o pr e p ar e a n e w v ersi o n.  

 
1 2 3 6.  O n 2 5  J ul y 2 0 1 7  Ms V e n n e m ail e d Mr T h o ms o n as ki n g, “ [i]s t h er e a n y pr o gr ess wit h 

r e g ar ds t o a c o ntr a ct ? I a m w o n d eri n g is [si c] L e wis Sil ki n h a v e h a d a c h a n c e t o dr aft 
t hi s pl e as e ? ” E v e nt u all y, o n 3  A u g ust 2 0 1 7 , Mr T h o ms o n w as a bl e t o pr o vi d e Ms V e n n 
a n d Mr C ar el ess  wit h L e wis Sil ki n’s r e -dr aft. T h e y h a d c ut d o w n t h e d efi niti o n of 
“ S er vi c es ” i n S c h e d ul e 2.  

 
1 2 3 7.  Ms V e n n r e pli e d t o Mr T h o ms o n (c c. Mr C ar el ess ) t o s a y t h at t h e “sti c ki n g p oi nt is g oi n g 

t o b e ar o u n d t h e S er vi c es i. e. S c h e d ul e 2. I as s u m e y o u h a v e s c al e d t hi s b a c k f or 
r e g ul at or y r e as o ns ? ” S h e att a c h e d a d o c u m e nt w hi c h c o nt ai n e d t h e t er ms of t h e S c h e d ul e 
2 dr aft e d b y M a cf arl a n e s. S h e as k e d if L e wis  Sil ki n c o ul d “ hi g hli g ht a n y cl a us es t h at 
c o ul d c o m pr o mi s e y o ur r e g ul ati o n ” .  

 
1 2 3 8.  O n 2 3  A u g ust 2 0 1 7  Ms V e n n r e -s e nt t hi s d o c u m e nt t o Mr T h o ms o n (c c. Mr C ar el ess  a n d 

Mr R uss ell -M ur p h y ). Mr R uss ell -M ur p h y  t h e n e m ail e d Ms V e n n a n d Mr C ar el ess  t o s a y, 
“I t hi n k w e s h o ul d b e h ar d er wit h A n d y o n t h e p oi nt s r ais e d … P a ul a n d I c a n dis c uss 
t hi s wit h S p e n c er o n T u es d a y a n d g et hi m t o s q u e e z e A n d y if r e q uir e d ”. Ms V e n n 
a c c e pt e d t h at o n e o pti o n w o ul d b e t o “ g et S p e n c er t o m a k e hi m a c c e pt t h e S er vi c es 
s e cti o n as it is ” b ut w as c o n c er n e d t h at t hi s c o ul d c a us e r e g ul at or y pr o bl e ms f or L C F . Mr 
R uss ell -M ur p h y  a n d Ms V e n n a gr e e d t h at t h e l att er w o ul d att e n d a f ort h c o mi n g m e eti n g 
wit h Mr G ol di n g  t o di s c uss “t h e s er vi c e r e vi e w p art ” wit h hi m.  

 
1 2 3 9.  T his a g ai n s u p p orts t h e c o n cl usi o n t h at Mr R uss ell -M ur p h y  a n d Ms V e n n t h o u g ht t h at 

Mr G ol di n g  still h a d t h e ulti m at e p o w er of d e cisi o n o v er L C F . 
 

1 2 4 0.  T h e iss u e of t h e c o ntr a ct w as n e v er r es ol v e d.  As t o t his:  

i. O n 2 9  A u g ust 2 0 1 7  Mr R ei d of L e wis Sil ki n e m ail e d his c oll e a g u e, O w e n W at ki ns, 
t o s a y t h at h e mi g ht n e e d his i n p ut i n r es p e ct of M s V e n n’s d o c u m e nt ( c o nt ai ni n g 
t h e t er ms fr o m M a cf arl a n es’ S c h e d ul e 2), c o m m e nti n g t h at L e wis Sil ki n’s vi e w 
“ w as t h at m u c h of t hi s w as n ot s o m et hi n g t h at t h e s er vi c e pr o vi d er s h o ul d b e d oi n g 
n ot l e ast as t h e y ar e n ot r e g ul at e d ”.  
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ii. O n 2 9  A u g ust 2 0 1 7  Mr R ei d a d vis e d Mr T h o ms o n t h at M a cf arl a n es’ dr aft w as 
s eri o usl y d ef e cti v e.  

iii. Ms V e n n a n d Mr T h o m s o n i niti all y a gr e e d t h at L e wis Sil ki n a n d M a cf arl a n es 
s h o ul d “ w or k t hr o u g h t h e r e dr aft t o g et h er ”. B y 1 1  S e pt e m b er 2 0 1 7 , h o w e v er, Ms 
V e n n h a d b e c o m e c o n c er n e d t h at t hi s w o ul d pr o b a bl y b e “ q uit e a n e x p e nsi v e w a y 
t o g o a b o ut it ” a n d t h at it w o ul d t h er ef or e b e pr ef er a bl e f or L e wis Sil ki n si m pl y t o 
s et o ut t h eir c o n c er ns.  

i v. O n  2  O ct o b er  2 0 1 7  Mr R ei d e m ail e d C hris M orti m er of M a cf arl a n es t o e x pl ai n t h at 
S ur g e  “s h o ul d n ot b e ‘ bri n gi n g t h e d e al t o g et h er’ w hi c h w as w h at w e ar e all a gr e e d 
is t h e r e g ul at e d a cti vit y ”. T h e pr o bl e m s e e m e d t o b e t h at Ms V e n n a n d M a cf arl a n e s 
w er e k e e n f or t h e c o ntr a ct t o s et o ut w h at S ur g e  w as d oi n g, b ut L e wis Sil ki n h el d 
t o t h e vi e w t h at S ur g e  s h o ul d n ot b e d oi n g t h os e t hi n gs b e c a us e it i n v ol v e d 
“ c arr yi n g o ut r e g ul at e d a cti viti es w hil e n ot r e g ul at e d ( a cri mi n al off e n c e) ”.  

v.  Ms V e n n e x pl ai n e d t h e pr o bl e m t o Mr T h o ms o n (c c. Mr C ar el ess  a n d Mr R uss ell -
M ur p h y ) o n 2 2 F e br u ar y 2 0 1 8 : “ T h e s er vi c es s e cti o n h as b e e n pr ett y m u c h d el et e d 
s o t h at t h e y st at e t h at w e o nl y d o w e b h osti n g, w e b d e v el o p m e nt a n d a ssi sti n g 
p e o pl e t o g o t hr o u g h t h e o nli n e si g n u p pr o c ess. W e d eli b er at el y g a v e a d et ail e d 
li st of s er vi c es w hi c h is w h at w e n e e d t o b e i n t h e c o ntr a ct t o pr o v e t h e bl e n d of 
s er vi c es w e pr o vi d e m a k e us V A T e x e m pt. W e h a v e b e e n t ol d t h at t h e li st w e 
pr o vi d e d m a d e L e w es [ si c] Sil ki n u n c o mf ort a bl e o n t h e b as is t h at it c o ul d b e 
ar g u e d s o m e ar e r e g ul at e d a cti viti es a n d S ur g e is n ot r e g ul at e d. ”  

vi.  N o r es ol uti o n w as r e a c h e d, a n d n o c o ntr a ct w as si g n e d.  

1 2 4 1.  R et ur ni n g t o t h e v ersi o n s e nt t o P w C o n 7  O ct o b er  2 0 1 6, Mr T h o ms o n g a v e e vi d e n c e 
t h at t h e si g n e d v ersi o n of t h e c o ntr a ct w as s e nt t o hi m b y e m ail t h at d a y ( or t h e e v e ni n g 
b ef or e) b y s o m e o n e at S ur g e a n d t h at h e t h e n s e nt t hi s t o P w C.  
 

1 2 4 2.  H e m ai nt ai n e d t hi s p ositi o n u n d er cr oss -e x a mi n ati o n. I a m u n a bl e t o a c c e pt his e vi d e n c e.  

i. T h e e m ail c orr es p o n d e n c e s et o ut i n d et ail a b o v e s h o ws t h at t h e dr aft w as still b ei n g 
c o nsi d er e d b y Ms V e n n a n d S ur g e ( a n d it s l a w y ers) at t h e ti m e h e s e nt t h e 
a p p ar e ntl y si g n e d v ersi o n t o P w C . 

ii. Mr T h o ms o n s ai d t h at t h e si g n e d a gr e e m e nt h a d b e e n s e nt t o hi m el e ctr o ni c all y. 
T h er e is n o e m ail or ot h er d o c u m e nt i n t h e dis cl os ur e of eit h er S ur g e or L C F 
s h o wi n g a si g n e d a gr e e m e nt b ei n g s e nt fr o m S ur g e t o L C F. T h er e h as b e e n 
e xt e nsi v e dis cl os ur e a n d t h e e xist e n c e or ot h er wis e of t h e a gr e e m e nt w as o n e of 
t h e iss u es f or dis cl os ur e. Mr T h o ms o n w as u n a bl e t o e x pl ai n t h e a bs e n c e of a n y  
d o c u m e nt  s h o wi n g t h e d eli v er y of t h e si g n e d v ersi o n t o hi m.  

iii. I h a v e e x pl ai n e d t h at Mr T h o ms o n’s e vi d e n c e is g e n er all y t o b e tr e at e d e xtr e m el y 
c a uti o usl y u nl ess s u p p ort e d b y t h e d o c u m e nts. I f o u n d his e vi d e n c e o n t hi s iss u e t o 
b e e v asi v e a n d i n c o h er e nt.  

i v. I pr ef err e d t h e or al e vi d e n c e of Ms V e n n t h at s h e di d n ot si g n t h e a gr e e m e nt a n d 
di d n ot k n o w of a n y o n e els e d oi n g it.  



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 8 2  
 

v.  Ms V e n n’s e vi d e n c e w as s u p p ort e d b y t h e c o nt e m p or a n e o us a n d s u bs e q u e nt e m ail 
tr affi c. 

vi.  It is i n h er e ntl y u nli k el y t h at a n y o n e els e wit hi n S ur g e w o ul d h a v e f or g e d Ms 
V e n n’s si g n at ur e a n d s e nt it t o Mr T h o ms o n wit h o ut t elli n g Ms V e n n. M s V e n n 
w as t h e p ers o n t as k e d wit h c o m m u ni c ati n g wit h Mr T h o ms o n a b o ut t h e dr aft, a n d 
t h e p ers o n w h o h a d b e e n c o m m u ni c ati n g wit h S ur g e’s o w n l a w y ers. 

vii.  M or e o v er , if a n y o n e els e at S ur g e h a d f or g e d Ms V e n n’s si g n at ur e b e hi n d h er b a c k,  
t h e y w o ul d h a v e r e ali s e d t h at t hi s f a ct mi g ht w ell e m er g e, wit h s eri o us  
c o ns e q u e n c es. T h o u g h Mr C ar el ess w as i n c h ar g e of S ur g e, h e h a d a cl os e w or ki n g 
r el ati o ns hi p wit h Ms V e n n,  a n d h e w o ul d n ot h a v e f or g e d h er si g n at ur e.  

viii.  T h e p ur p ort e d si g n at ur e o n t h e s c a n n e d v ersi o n gi v e n t o P w C is i d e nti c al wit h t h at 
o n t h e v ersi o n s e nt b y Ms V e n n i n 2 0 1 5. It w o ul d h a v e b e e n e as y f or Mr T h o ms o n 
t o c o p y t h e si g n at ur e a n d att a c h it t o a s c a n n e d v er si o n. 

i x. Mr T h o ms o n w as u n d er e xtr e m e pr ess ur e  t o c o m pl et e t h e a u dit. H e k n e w t h at P w C 
w o ul d n ot si g n t h e a u dit r e p ort wit h o ut t h e c o ntr a ct,  a n d h e w as fr ustr at e d wit h Ms 
V e n n. H e h a d tri e d t o g o b e hi n d h er b a c k t o Mr C ar el ess  b ut t h at h a d n ot w or k e d.  

x.  As alr e a d y n ot e d , Mr T h o ms o n li e d t o P w C t wi c e a b o ut t h e a gr e e m e nt e v e n b ef or e 
s e n di n g t h e m t h e a p p ar e ntl y si g n e d v ersi o n. H e g a v e t h e i m pr essi o n t h at h e h a d 
f or g ott e n t o s c a n it o v er t o t h e m, w h e n h e k n e w it di d n ot e v e n e xist (i n a f or m h e 
w as h a p p y wit h). It w as a s m all st e p fr o m t hes e li es f or hi m t h e n t o gi v e t h e a u dit ors 
a v ersi o n h e h a d f or g e d.  

xi.  I h a v e f o u n d els e w h er e t h at Mr T h o ms o n h as li e d m a n y ti m es, hist ori c all y a n d i n 
his e vi d e n c e t o t h e c o urt, a n d h as f a bri c at e d d o c u m e nts. S c a n ni n g t h e f als e c o ntr a ct 
t o P w C t o g et t h e m off his b a c k is c o nsist e nt wit h hi s c o n d u ct a n d c h ar a ct er.  

xii.  M or e o v er , t h e v ersi o n Mr T h o ms o n g a v e t o P w C w as d at e d 3 A u g ust 2 0 1 5. E v e n 
i g n ori n g t h e si g n at ur e, t his w as mi sl e a di n g. As Mr T h o ms o n k n e w, t h e a gr e e m e nt 
h a d o nl y j ust b e e n dr aft e d a n d dis c uss e d b y t h e p arti es. It w as diff er e nt fr o m t h e 
v ersi o n t h at Ms V e n n h a d si g n e d i n A u g ust 2 0 1 5 ( a n d t h e c h a n g es w er e, as Mr 
T h o ms o n k n e w, t h e r e as o n w h y S ur g e w as n ot willi n g t o si g n t h e n e w  o n e). I fi n d 
t h at t h e v ersi o n of t h e a gr e e m e nt h e g a v e t o P w C w as d eli b er at el y b a c k d at e d t o 
mi sl e a d t h e a u dit ors. T his its elf w as di s h o n est.  

xiii.  T h e c orr es p o n d e n c e aft er 7  O ct o b er  2 0 1 6 u n d er mi n es Mr T h o ms o n’s e vi d e n c e. I 
h a v e s et it o ut i n d et ail a b o v e. Dis c ussi o ns a b o ut t h e dr afti n g c o nti n u e d. I n d e e d, 
Mr T h o ms o n hi m s elf as k e d w h et h er t h er e h a d b e e n pr o gr ess o n it. N eit h er h e n or 
a n y o n e at S ur g e s ai d t h at t h e a gr e e m e nt h a d alr e a d y b e e n si g n e d.  

1 2 4 3.  I c o n cl u d e t h at Mr T h o m s o n d eli b er at el y li e d t o t h e c o urt a b o ut t hi s e pis o d e. H e f or g e d 
Ms V e n n’s si g n at ur e o n t h e b a c k d at e d a gr e e m e nt a n d k n o wi n gl y mi sl e d P w C  s o t h at t h e 
a u dit r e p ort c o ul d b e r el e as e d .  

1 0  O ct o b er  2 0 1 6: L C F’s a c c o u nts f or t h e y e ar e n d e d 3 0 A pril 2 0 1 6  
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1 2 4 4.  O n 1 0  O ct o b er  2 0 1 6 , L C F pr o d u c e d a c c o u nts f or t h e y e ar e n d e d 3 0 A pril 2 0 1 6. T h e 
a u dit ors w er e P w C.  

1 2 4 5.  T h e str at e gi c r e p ort, si g n e d b y Mr T h o ms o n,  e x pl ai n e d t h at t h e c o m p a n y’s pri n ci p al 
a cti viti es d uri n g t h e p eri o d c o nti n u e d t o b e t h e r aisi n g of f u n di n g t hr o u g h t h e  iss u a n c e of 
pri v at e b o n ds a n d l e n di n g t h e pr o c e e ds t o m e di u m si z e d b usi n ess es o n a f ull y s e c ur e d 
b asis. It st at e d t h at duri n g t h e y e ar t h er e h a d b e e n b o n d a d diti o ns of £ 9, 2 6 9, 1 4 3 a n d b o n d 
r e d e m pti o ns of £ 6 6 4, 4 6 3. It st at e d t h at t h er e w er e s e c ur e d ass ets of £ 6 0, 7 5 2, 4 8 3 a n d t h at 
t h e n oti o n al v al u e of l o a ns as at 3 0 A pril 2 0 1 6 w as £ 9, 3 9 6, 8 1 4, a r ati o of 1 5 %. It st at e d 
t h at c o m p a n y p oli ci es w er e ai m e d at mi ni misi n g cr e dit ris ks b y r e q uiri n g t h at l o a ns o nl y 
b e m a d e wit h c ust o m ers w h o d e m o nstr at e d  a n a p pr o pri at e p a y m e nt hist or y a n d s ati sf i e d 
cr e dit w ort hi n ess pr o c e d ur es.  

1 2 4 6.  T h e dir e ct ors’ r e p ort, si g n e d b y Mr T h o ms o n,  st at e d (i nt er ali a) t h at all l o a ns w er e 
m o nit or e d o n a n o n g oi n g b asis a n d n o pr o visi o ns h a d b e e n r e q uir e d i n t h e c urr e nt y e ar ; 
a n d t h at t h e c o m p a n y i nt e n d e d t o r ais e f u n ds t hr o u g h m or e b o n d iss u es a n d i nt e n d e d t o 
l o a n t his m o n e y t o e xisti n g a n d n e w c ust o m ers. 

1 2 4 7.  T h e a u dit ors’ r e p ort e x pl ai n e d t h at P w C h a d a u dit e d t h e a c c o u nts. P w C als o st at e d t h at , 
i n t h eir o pi ni o n, t h e i nf or m ati o n gi v e n i n t h e str at e gi c r e p ort a n d dir e ct or s’ r e p ort was  
c o nsist e nt wit h t h e fi n a n ci al st at e m e nts; a n d t h at t h e y w er e n ot a w ar e of a n yt hi n g i n t h e m 
w hi c h w as m at eri all y i n c orr e ct or m at eri all y i n c o nsist e nt wit h t h e k n o wl e d g e t h e y h a d 
a c q uir e d i n p erf or mi n g t h e a u dit.  

1 2 4 8.  T h e i n c o m e st at e m e nt s h o w e d t ur n o v er of £ 9 4 8, 2 0 1 a n d pr ofit of £ 1 6 6, 9 1 6. T ur n o v er 
w as d es cri b e d i n n ot e 3 as i nt er est r e c ei v a bl e o n l o a ns, arr a n g e m e nt f e es a n d c o ns ult a n c y 
f e es. 

1 2 4 9.  T h e st at e m e nt of fi n a n ci al p ositi o n s h o w e d n et ass ets of £ 2 5, 5 9 2 . 

1 2 5 0.  St aff c osts w er e s h o w n at £ 9, 3 5 2 . T h er e w er e n o dir e ct ors’ e m ol u m e nts.  

1 2 5 1.  N ot e 1 0 r e p e at e d t h e fi g ur es o n t h e a m o u nt s of t h e l o a ns a n d v al u e of s e c urit y s et o ut i n 
t h e str at e gi c r e p ort. T h e n ot e st at e d t h at t h er e w er e n o l o a ns t h at w er e o v er d u e a n d n o 
all o w a n c es f or d o u btf ul d e bts.  

1 2 5 2.  N ot e 1 8 , u n d er t h e h e a di n g “ r el at e d p art y tr a ns a cti o ns”,  r ef err e d t o l o a ns wit h 
I nt er n ati o n al R es orts Gr o u p of w hi c h Mr T h o ms o n w as r e c or d e d t o h a v e b e e n a dir e ct or 
u ntil 3 0 J u n e 2 0 1 5 .  

1 2 5 3.  N ot e 1 9 st at e d t h at t h e d uri n g t h e y e ar Mr T h o ms o n h a d m a d e dr a wi n gs of £ 1 3 4, 9 7 3 a n d 
i n c urr e d e x p e ns es o n t h e c o m p a n y’s b e h alf of £ 2 8, 0 0 0. I n cl u de d  i n t h e “ ot h er d e bt ors ”  
w as a n a m o u nt of £ 9 5, 8 4 8 d u e fr o m Mr T h o ms o n.  

S ur g e’s r e a cti o n t o t h e a u dit e d a c c o u nts 
1 2 5 4.  T h e S ur g e D ef e n d a nts s u b mitt e d i n cl osi n g t h at t h e y r eli e d ( a n d w er e e ntitl e d t o r el y) o n 

t h e st at e m e nts i n t h e a u dit e d a c c o u nts a n d t h e a u dit r e p ort t o c o nfir m t h at L C F w as a 
l e giti m at e b usi n ess. Mr C ar el ess  s ai d i n e vi d e n c e t h at S ur g e r eli e d p arti c ul arl y o n t h e 
fi g ur es f or t h e a m o u nt of s e c urit y a n d t h e l o a ns a n d t h e i d e ntit y of P w C as t h e a u dit ors.  
H e s ai d t h at t h e f a ct t h at P w C w as willi n g t o si g n a n a u dit r e p ort s ati sf i e d S ur g e a b o ut 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 8 4  
 

L C F ’s l e giti m a c y. Mr C ar el ess  als o s ai d i n e vi d e n c e t h at t h e p u bli c ati o n of t h e a c c o u nts 
r es ol v e d his pr e vi o us s us pi ci o ns a n d c o n c er ns a b o ut L C F.  

 
1 2 5 5.  T h e Cl ai m a nts n ot e d t h at t h e a u dit r e p ort st at e d t h at t h e a u dit ors h a d n ot c o n d u ct e d  a n 

a u dit of t h e str at e gi c r e p ort or t h e dir e ct ors’ r e p ort. T h at i s c orr e ct, b ut P w C n o n et h el ess 
s ai d t h at i n t h eir o pi ni o n t h er e w as n ot hi n g i n t h e m t h at w as i n c o nsist e nt wit h t h e 
fi n a n ci al st at e m e nts. M or e o v er, t h e n ot es ( w hi c h f or m e d p art of t h e fi n a n ci al st at e m e nts) 
i n cl u d e d t h e fi g ur es f or t h e v al u es of t h e l o a ns a n d t h e s e c urit y. I d o n ot t h er ef or e t hi n k 
t h at t h e f a ct t h at t h e str at e gi c a n d dir e ct ors’ r e p ort s w er e n ot stri ctl y p art of t h e a u dit h as 
a n y f or c e.  

 
1 2 5 6.  As t o his r eli a n c e o n t h e a c c o u nts, Mr C ar el ess  s ai d i n e vi d e n c e t h at h e w as v er y u nli k el y 

a ct u all y t o h a v e l o o k e d at t h e a u dit e d a c c o u nts. I fi n d t h at h e pr o b a bl y di d n ot. T his  
r e d u c es s o m e w h at t h e f or c e of his e vi d e n c e t h at t h e c o nt e nts of t h e a c c o u nts  a d dr ess e d 
his c o n c er ns or s us pi ci o n s.   

 
1 2 5 7.  H o w e v er , I fi n d t h at Mr C ar el ess  u n d erst o o d t h at P w C h a d b e e n pr e p ar e d t o si g n a n a u dit 

r e p ort a n d t h e f a ct t h at t h e a c c o u nts r ef err e d t o s e c urit y o v er ass ets of s o m e £ 6 0  m illi o n 
( as h e w as t ol d t hi s b y ot h ers).  

 
1 2 5 8.  As t o t h e r eli a n c e t h at t h e S ur g e D ef e n d a nts pl a c e d o n t h e f a ct of t h e a u dit, t h e f oll o wi n g 

p o i nt s ar e m at eri al: 

i. T h e S ur g e D ef e n d a nts di d n ot k n o w w h at i nf or m ati o n Mr T h o ms o n h a d pr o vi d e d 
t o P w C. 

ii. Mr C ar el ess  a n d ot h ers at S ur g e h a d alr e a d y c o n cl u d e d t h at Mr T h o ms o n c o ul d n ot 
b e tr ust e d t o t ell t h e tr ut h, a n d t h at h e h a d gi v e n S ur g e mi sl e a di n g i nf or m ati o n i n 
t h e p ast. 

iii. F or s o m e m o nt hs b ef or e t h e a c c o u nts w er e pr o d u c e d Mr C ar el ess h a d b e e n c a usi n g 
S ur g e t o p a y a m o nt hl y ki c k b a c k t o Mr T h o ms o n ( as e x pl ai n e d a b o v e). T h e s e h a d 
b e e n c o n c e al e d as c o ns ult a n c y p a y m e nts. Mr C ar el ess  k n e w t h at t h e s e s u m s w er e 
ulti m at el y c o mi n g fr o m t h e b o n d h ol d ers ’ i n v est m e nts. Mr C ar el ess  t h er ef or e k n e w 
t h at Mr T h o ms o n w as dis h o n es t.  

i v. T h e S ur g e D ef e n d a nt s als o k n e w t h at L C F h a d gi v e n i n v est ors mi sl e a di n g 
i nf or m ati o n a b o ut : ( a) t h e n u m b ers of l e n d ers, ( b) t h e i d e ntit y, ass o ci ati o ns, a n d 
c h ar a ct eristi cs of L C F’ s b orr o w ers, ( c) t h e a v er a g e l o a n si z e, a n d (d ) t h e 
i n d e p e n d e n c e of G S T. D et ails of t h es e m att ers ar e gi v e n a b o v e. T h er e w as n ot hi n g 
i n t h e p u bli s h e d a c c o u nts t o s u g g est  t h at P w C h a d r e vi e w e d L C F’s m ar k eti n g 
m at eri als t o i n v est ors, i n cl u di n g a b o ut t h e s e m att ers.  Mr C ar el ess di d n ot k n o w 
w h at (if a n yt hi n g) Mr T h o ms o n h a d t ol d P w C a b o ut t h es e p oi nt s.  

v.  Mr C ar el ess  a n d Ms V e n n k n e w t h at Mr T h o m s o n h a d b e e n tr yi n g t o g et Mr 
C ar el ess  a n d Ms V e n n t o si g n a b a c k d at e d a gr e e m e nt t o mi sl e a d P w C , i n or d er t o 
o bt ai n t h e r el e as e of t h e a u dit r e p ort  (s e e a b o v e ). T h e y t h er ef or e k n e w t h at h e w as 
e n g a g e d i n tr yi n g t o misl e a d t h e a u dit ors.  

1 2 5 9.  I s h all r et ur n t o t he si g nifi c a n c e of t h e a u dit r e p ort  w h e n a d dr essi n g Mr C ar el ess ’s st at e 
of mi n d , i n li g ht of all t h e e vi d e n c e. H o w e v er , as t h e d o c u m e nts r ef err e d t o b el o w s h o w, 
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t h e S ur g e D ef e n d a nts c o nti n u e d t o h a v e r e al, t ar g et e d, c o n c er ns a b o ut L C F a n d it s 
b usi n ess . At t hi s st a g e, I r e c or d t h at I a m u n a bl e t o a c c e pt Mr C ar el ess ’s e vi d e n c e t h at 
t h e pr o d u cti o n of t h e a u dit e d a c c o u nts r e pr es e nt e d a w at ers h e d w hi c h p ut all d o u bts t o 
r est. T h e f a ct t h at a s et of a c c o u nts h a d b e e n pr o d u c e d di d n ot alt er t h e m att ers t h at 
c o n c er n e d Mr C ar el ess  a n d his t e a m, s u c h as t h e f a ct t h at all t h e l o a ns w er e m a d e t o a 
s m all n u m b er of c o n n e ct e d p arti es  (i n t h e d o u bl e s e ns e of b ei n g a n ass o ci at e d gro u p of 
b orr o w ers, w h o als o h a d m a n a g e m e nt c o ntr ol of L C F as t h e l e n d er) .  

 
1 2 6 0.  I als o fi n d t h at if Mr C ar el ess  h a d r e a d t h e a c c o u nts, s o m e of t h eir c o nt e nt s w o ul d h a v e 

c a us e d f urt h er c o n c er ns . L C F’s pr ofit w as n ot a bl y m o d est c o m p ar e d t o t h e pr ofit s t h at 
S ur g e  w as m a ki n g. T h at m a d e littl e c o m m er ci al s e ns e. L C F w as s u p p os e d t o b e a 
s u bst a nti al l e n di n g b usi n ess w h er e as S ur g e w as si m pl y it s ( o uts o ur c e d) m ar k eti n g a g e nt . 
M or e o v er, t h e a c c o u nts s h o w e d n o dir e ct or’s r e m u n er ati o n a n d l o w st aff c osts a n d 
n u m b ers. B ut Mr T h o ms o n h a d a v er y w ell -f u n d e d li vi n g st a n d ar d , as Mr C ar el ess k n e w. 

 
1 2 6 1.  T h er e is littl e i n t h e d o c u m e nt ar y r e c or d fr o m  t h e d at es s urr o u n di n g t h e P w C a u dit e d 

a c c o u nts t o s h o w Mr C ar el ess  dis c ussi n g t h e m wit h a n y o n e wit hi n S ur g e.  
 

1 2 6 2.  T h e f a ct t h at t h e a c c o u nts h a d b e e n p u bli s h e d, a n d a u dit e d b y P w C, w as , h o w e v er , 
h el pf ul as a m ar k eti n g t o ol f or S ur g e i n s elli n g t h e b o n ds.  

 
1 2 6 3.  I n his e vi d e n c e a b o ut t h e s e a c c o u nts ( a n d t h e a u dit e d a c c o u nts f or t h e f oll o wi n g y e ar) , 

Mr C ar el ess s ai d r e p e at e dl y t h at w h at h e r e all y c ar e d a b o ut w as t h e l e v el of s e c urit y. H e 
s ai d t h at h e t o o k c o mf ort fr o m t h e f a ct t h at t h er e w as e n o u g h t o p a y off all t h e li a biliti es. 
I fi n d t h at it is li k el y t h at h e di d i n d e e d t a k e s o m e c o mf ort fr o m t h e s e c urit y fi g ur es . 
T h er e ar e t h o u g h t hr e e t hi n gs t o n ot e.  

 
1 2 6 4.  First, t h e  r e as o n h e w as l o o ki n g f or c o mf ort w as t h at b y t his st a g e h e h a d s eri o us 

c o n c er ns , as alr e a d y e x pl ai n e d.  
 

1 2 6 5.  S e c o n d, Mr C ar el ess c o ul d n ot h a v e t h o u g ht t h at t h e e xist e n c e of s e c urit y w as a p a n a c e a  
if h e k n e w or s us p e ct e d t h at L C F h a d b e e n mis-s elli n g b o n ds t o i n v est ors ( a p oi nt 
a d dr ess e d i n gr e at er d et ail b el o w) . T h e e xist e n c e of s e c urit y w o ul d of c o ur s e gi v e s o m e 
pr ot e cti o n if L C F c oll a p s e d . B ut it mi g ht w ell t a k e m o nt hs or y e ars t o e nf or c e s u c h 
s e c urit y a n d m a k e distri b uti o ns  t o b o n d h ol d ers; t h at w o ul d b e w ors e f or i n v est ors t h a n 
L C F b ei n g a bl e t o p a y it s d e bts as a n d w h e n t h e y ar os e . It mi g ht als o h a v e t ur ne d  o ut t h at 
t h e s e c urit y w as n ot w ort h as m u c h as t h e dir e ct or s a n d a u dit ors t h o u g ht; its v al u e mi g ht 
g o u p or d o w n , s o t h at t h e m ar gi ns of pr ot e cti o n c o ul d c h a n g e . I n d e e d, Mr C ar el ess k n e w 
at l e ast s o m e of t h e u n d erl yi n g b usi n ess of L & T D h a d b e e n i nt er ests i n f or ei g n l a n d. H e 
a p pr e ci at e d t h at h a vi n g a b a c kst o p of s e c urit y o v er ass ets c o ul d n ot h a v e j ustifi e d ( or 
gi v e n c o mf ort a g ai nst) L C F s elli n g t o b o n d h ol d er s o n a f als e pr os p e ct us .  

 
1 2 6 6.  T hir d, t h e a c c o u nts di d n ot pr o vi d e a br e a k d o w n  of t h e s e c urit y, w h et h er b y t y p e of 

pr o p ert y , or l o c ati o n.  T h e y g a v e a n o v er all n u m b er. Mr C ar el ess di d n ot k n o w h o w l o n g 
a n y r e ali s at io n w o ul d t a k e or h o w pr o bl e m ati c it mi g ht b e.   

 
1 2 6 7.  I n e arl y 2 0 1 7 M r P artri d g e  n ot e d t h at e v e n s e c urit y of £ 6 0, 7 5 2, 4 8 2 s e e m e d i n a d e q u at e 

t o c o v er t h e t ot al a m o u nt of L C F b o n ds t h e n i n is s u e o n a 7 5 % l o a n-t o-v al u e r ati o.  H e 
dr aft e d a l ett er a d dr ess e d t o L C F . Mr C ar el ess  a p pr o v e d it .  
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1 2 6 8.  M r P artri d g e wr ot e t o Mr T h o ms o n o n  6  F e br u ar y 2 0 1 7 , s a yi n g, 
 

“ As at 3 0 A pril 2 0 1 6, t h e l ast a u dit e d a c c o u nts st at e d t h at L C F 
h el d a li e n o n ass ets v al u e d cir c a £ 6 0 m. T h at gi v es i m pli e d 
s e c urit y f or u p t o £ 4 5 m w ort h of b o n ds. As L C F is virt u all y at 
t h at fi g ur e of £ 4 5 m, i n t er ms of b o n d n ot es iss u e d, c o ul d y o u 
gi v e us a n i n di c ati o n of t h e f air v al u e of ass ets y o u c urr e ntl y h ol d 
as s e c urit y a g ai nst t h e b o n ds ”.  

1 2 6 9.  O n  9  F e br u ar y 2 0 1 7  Mr T h o ms o n r e pli e d t o t hi s l ett er (c c. Mr C ar el ess  a n d Mr J o n es) . 
H e s ai d t h at L C F’s l o a n b o o k st o o d at c.  £ 4 3 milli o n w hil e  t h e “ v erifi e d s e c urit y v al u e ” 
h a d ris e n t o £ 2 1 5 milli o n, gi vi n g a l o a n -t o-v al u e r ati o of 2 0 %. T his w as its elf stri ki n g, as  
g e n ui n e c o m m er ci al b orr o w ers w o ul d n ot b e li k el y willi n gl y t o gr a nt s o m u c h s e c urit y 
t o L C F. 
 

1 2 7 0.  Mr P artri d g e i m m e di at el y e m ail e d Mr C ar el ess  t o s a y,  
 

“ T h e B a n a n a R e p u bli c m ust h a v e f o u n d s o m e bl a c k g ol d  …  

H e w as n’t al w a ys h a p p y b a c k i n t h e d a y pr o vi di n g a n y 
i nf or m ati o n ”.  

1 2 7 1.  Mr C ar el ess  r e pli e d, “ W ell, h e’s [si c] n e c k o n t h e li n e. I’ m h a p p y e n o u g h ”.  
 

1 2 7 2.  I fi n d Mr P artri d g e’s e m ail e x pr ess e d s c e pti c is m  a b o ut t h e £ 2 1 5  milli o n  s e c urit y v al u e. 
T h e r ef er e n c e t o bl a c k g ol d w as p r o b a bl y t o oil e x pl or ati o n . T h e r ef er e n c e t o t h e B a n a n a 
R e p u bli c is d er o g at or y.  

 
1 2 7 3.  Mr C ar el ess ’s r es p o ns e i s r e v e ali n g. H e t h o u g ht t h at si n c e L C F w er e r es p o nsi bl e f or t h e 

n u m b ers , S ur g e n e e d n ot b e b ot h er e d a b o ut t h eir cr e di bilit y. H e t h o u g ht t h at t h e b u c k 
w o ul d st o p wit h L C F  if t hi n gs w e nt wr o n g. B y s a yi n g it w as “ t h eir n e c k t h at w as o n t h e 
li n e,”  h e w as s a yi n g t h at his o w n w as n ot. T h e s a m e attit u d e is s h o w n i n his r e p e at e d 
e vi d e n c e t h at S ur g e w as j ust a m ar k eti n g c o m p a n y r e a di n g fr o m t h e cli e nt’s s cri pt. T his 
o utl o o k  (t o g et h er wit h Mr C ar el ess ’s k e e n d esir e f or m o n e y) e x pl ai ns w h y S ur g e di d n ot 
st o p s elli n g L C F’s b o n ds e v e n w h e n Mr C ar el ess  u n d erst o o d t h at t h e s cri pt w as 
mi sl e a di n g.  W h at m att er e d t o Mr C ar el ess  w as f or Mr T h o ms o n t o pr o vi d e a c o v eri n g 
st or y ( a s cri pt). S ur g e  c o ul d t h e n c o nti n u e  s elli n g .  

 
1 2 7 4.  W h e n pr ess e d a b o ut t hi s e m ail e x c h a n g e i n e vi d e n c e, Mr C ar el ess  r e p e at e dl y r ef err e d t o 

L e wis Sil ki n . H e s ai d t h at h e t h o u g ht L e wis Sil ki n w er e r e vi e wi n g i n v est or 
c o m m u ni c ati o ns. H e als o r ef err e d t o Mr H uis a m e n. As alr e a d y e x pl ai n e d, t hi s r efr ai n 
c arri e d littl e f or c e. T h e b asis of t h e q u esti o ns w as t h at S ur g e t h o u g ht t h at Mr T h o ms o n 
w as u ntr ut hf ul a n d u ntr ust w ort h y; a n d t h at S ur g e it s elf k n e w t h at h e h a d pr e vi o usl y 
pr o vi d e d mi sl e a di n g i nf or m ati o n . It w as n o a ns w er t o s a y t h at t h er e w er e ot h er p e o pl e 
i n v ol v e d, as Mr C ar el ess  di d n ot k n o w w h at Mr T h o ms o n h a d t ol d t h e m.  

 
1 2 7 5.  R e v erti n g t o Mr P artri d g e’s s p e c ul ati v e c o m m e nt a b o ut bl a c k g ol d,  Mr T h o ms o n h a d n ot 

br o k e n d o w n t h e £ 2 1 5  milli o n  fi g ur e or e x pl ai n e d w h at u n d erl a y it. 
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1 2 7 6.  Ms V e n n h a d i n f a ct b e e n li aisi n g wit h Mr H u m e -K e n d all , Mr B ar k er  a n d Mr S e d g wi c k  
a b o ut a p ossi bl e oil b o n d . S h e e x pl ai n e d t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y  o n 1 0 
F e br u ar y 2 0 1 7 t h at t h er e h a d n ot y et b e e n a n y i n d e p e n d e nt v al u ati o ns of t h e oil ass ets, 
w hi c h w o ul d t a k e a mi ni m u m of fi v e m o nt hs.  H e n c e , Mr C ar el ess c o ul d n ot h a v e 
s u p p os e d t h at t h e £ 2 1 5 milli o n  fi g ur e w as b a c k e d b y a n y v al u ati o n of t h e oil ass ets.  

 
1 2 7 7.  T h e S ur g e D ef e n d a nts t o o k n o st e ps t o as k h o w t h e s e c urit y h a d b e e n “ v erifi e d ”. T h e y 

di d n ot as k f or a n y v al u ati o ns.  
 

1 2 7 8.  S ur g e ’s s al es t e a m n o n et h el ess d e pl o y e d t h e fi g ur e of £ 2 1 5 milli o n i n m ar k eti n g t h e  
b o n ds .  

 
1 2 7 9.  As e x pl ai n e d a b o v e, L C F a d v ertis e d t h e s e c urit y fi g ur e of £ 2 1 5 milli o n i n T h e Ti m es, 

T h e Fi n a n ci al Ti m es a n d T h e T el e gr a p h.  
 

1 2 8 0.  S u bs e q u e ntl y, i n J u n e 2 0 1 7, t h e F C A c o m pl ai n e d a b o ut o n e p arti c ul ar as p e ct of t h e 
a d v ertis e m e nt. Mr T h o ms o n e m ail e d Mr C ar el ess  a n d Mr R uss ell -M ur p h y  o n 1 J u n e 
2 0 1 7 t o t ell t h e m t o r e m o v e a n y r ef er e n c es t o t h e f a ct t h at L C F w as r e g ul at e d b y t h e F C A 
fr o m f ut ur e a d v ertisi n g m at eri als.  

 
1 2 8 1.  Mr C ar el ess  f or w ar d e d t hi s t o Mr R uss ell -M ur p h y  a n d Ms V e n n , c o m m e nti n g, “I k n e w 

t h at w as a b a d i d e a. C a n of w or ms will b e o p e n e d ”.  
 

1 2 8 2.  Mr C ar el ess g e n er all y t h o u g ht t h at L C F s h o ul d attr a ct as littl e p u bli cit y a s p ossi bl e as 
t hi s mi g ht l e a d t o r e g ul at or y i nt er v e nti o n. His us e of “ c a n of w or ms ” is i nf or m ati v e.  

 
F urt h er gr o wt h i n s al es d uri n g 2 0 1 7  
1 2 8 3.  T h e m o nt h of J a n u ar y 2 0 1 7 w as a n ot h er r e c or d  o n e f or L C F, wit h s al es of m or e t h a n £ 5  

milli o n . Mr C ar el ess  e m ail e d his t e a m o n 3 1  J a n u ar y 2 0 1 7  t o s a y, “[t]o d a y h as b e e n o ur 
b est d a y o n r e c or d. J a n u ar y h as b e e n o ur b est m o nt h o n r e c or d. As a gr o u p, w e br o k e 
£ 1 m i n s al es i n o n e d a y … I e x p e ct t o br e a k t hi s r e c or d s e v er al ti m es i n t h e n e xt 3 0 d a ys ” . 
Mr R uss ell -M ur p h y  r e pli e d, “ Gr e at fi g ur es, t h e c o m p a n y is g oi n g fr o m str e n gt h t o 
str e n gt h a n d w e ar e g etti n g ri c h b u d d y! ” Ms B al d o c k s ai d, “ A w es o m e j o b ! ” Ms V e n n 
s ai d, “ A m a zi n g! ”  

1 2 8 4.  T h e t ot al f u n ds r e c ei v e d i n F e br u ar y st o o d at £ 6, 3 5 9, 4 0 0.  

1 2 8 5.  T h e t ar g et f or M ar c h 2 0 1 7 w as £ 7 milli o n . Mr C ar el ess  ur g e d e v er y o n e t o w or k l o n g 
h o urs t o hit t hi s t ar g et ( “ L et’s p us h h ar d ”) .  

1 2 8 6.  T h e t ar g et f or A pril 2 0 1 7 w as £ 8 milli o n . 

1 2 8 7.  S ur g e ’s s al es c o nti n u e d t o gr o w. S ur g e  w as o n tr a c k t o d eli v er £ 1 0 milli o n i nt o L C F 
d uri n g A u g ust 2 0 1 7 . Mr C ar el ess  t ol d Ms B al d o c k o n 1 7 A u g ust 2 0 1 7 t h at £ 1 2 milli o n 
w as a p ossi bilit y f or t h at m o nt h. L C F t h e n b e g a n t o s ell I S A b o n ds (s e e f urt h er b el o w).  

O nli n e c o m m e nts a b o ut L C F a n d S ur g e’s r e a cti o n  
 
1 2 8 8.  R e v erti n g t o e arli er i n 2 0 1 7, i n e arl y F e br u ar y a m e m b er of t h e p u bli c p ost e d a m ess a g e 

a b o ut L C F o n M o n e y S a vi n g E x p ert ( “ M S E ”) , a w e bsit e f or c o ns u m ers. T h e p ost 
criti cis e d B S R, st ati n g t h at “ L & C ar e p a yi n g t h e m f or pr o m oti n g t h e pr o d u ct a n d t h e 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 8 8  
 

R P Di git al S er vi c es Lt d sit e is littl e m or e t h a n a r ef err al li n ks sit e t o a s el e cti o n of 
pr o d u cts. A n y o n e usi n g t his sit e s h o ul d st o p d oi n g s o ” . T h e y h a d f o u n d “li n ks t o C a p e 
V er d e, I nt er n ati o n al R es orts Gr o u p et c ”.  

1 2 8 9.  T his p ost w as dis c uss e d wit hi n S ur g e. At Mr C ar el ess ’s r e q u est, Ms B al d o c k s e nt t h e 
p ost t o Mr T h o ms o n,  w h o s ai d , “ T h a n ks f or s e n di n g t hi s o v er, t h e I R G l o a n is n’t p u bli c 
i nf or m ati o n s o s o m e o n e w h o k n o ws us h as p ost e d t hi s. I’ll h a v e t o l o o k i nt o it ”. H o w e v er, 
h a vi n g i niti all y i m pli e d t h at t h e m ess a g e c o nt ai n e d a c c ur at e n o n -p u bli c i nf or m ati o n 
(fr o m “s o m e o n e w h o k n o ws us ”), Mr T h o ms o n t h e n c h a n g e d his p ositi o n a n d s ai d t h at 
t h e m ess a g e w as f a ct u all y i n a c c ur at e a n d li b ell o us. T h e S ur g e D ef e n d a nts i n f a ct k n e w 
t h at t h er e w er e li n ks b et w e e n L C F a n d C a p e V er d e  a n d I R G. Mr T h o ms o n di d n ot gi v e 
a n y i nf or m ati o n t o r e b ut t h e c o n c er ns a b o ut L C F t h at h a d b e e n s et o ut i n t h e c o m m e nt 
o n t h e M S E f or u m.  

1 2 9 0.  O n 1 1  J ul y 2 0 1 7  a m e m b er of t h e p u bli c p ost e d a l o n g a n d d et ail e d pi e c e a b o ut L C F o n 
t h e M S E f or u m, w hi c h i n cl u d e d t h e f oll o wi n g p as s a g es : 

“ Y o u will fi n d littl e a b o ut L C & F b usi n ess o p er ati o ns o n t h e 
w e bsit e, ot h er t h a n d es cri pti o n. Littl e a b o ut t h e c o m p a n y tr a c k 
r e c or d a n d m e a ns of i nt er est p a y m e nt t o t h e b o n d h ol d ers, a n d 
r e p a y m e nt of c a pit al. T h e w e bsit e is all a b o ut m ar k eti n g t h e mi ni 
b o n d,  n ot a b o ut t h e l o a n b usi n ess si d e of L C & F a n d it s pr a cti c al 
dis c h ar g e of fi n a n ci al o bli g ati o ns t o i n v est ors. ”  

“ T h e l o a n m ar k et is hi g hl y c o m p etiti v e.  O n e o nli n e st u d y 
i n di c at es t h e c urr e nt a v er a g e s m all b usi n ess b a n k l o a n r at e is 
b et w e e n 6 -1 3 % p er a n n u m, fr o m l o w est t o hi g h est, m u c h l ess 
t h a n t h e l o a n i nt er est r at es off er e d b y L C & F. A b usi n ess l o a n 
pr o vi d er o nli n e c o m p aris o n w e bsit e i n di c at es r at es a p pr o x. 
b et w e e n 3. 5 -5 . 5 % A P R o n s e c ur e d b usi n ess l o a ns. A n 
a p pli c ati o n o nli n e wit h S a nt a n d er b y a n a p pli c a nt wit h g o o d 
cr e dit st a n di n g f or a n u ns e c ur e d o n e y e ar b usi n ess l o a n f or 
£ 2 5, 0 0 0 r es ult s i n a 4. 9 % A P R i nt er est r at e. M u c h l ess t h a n 
L C & F s e c ur e d b usi n ess l o a n r at es at 1 2 -2 0 %. ”  

“ Wit h s u c h l o w i nt er est r at es o n l o a ns n o w a n d t h e l ar g e n u m b er 
of l o a n c o m p a ni es, it is a v er y c o m p etiti v e m ar k et. T h e 1 2 % -
2 0 % l e n di n g r at es a p pli e d b y L C & F t o S M E l o a ns m a y n ot b e 
c o m p etiti v e e n o u g h i n t h e U K ass et s e c ur e d l o a n i n d ustr y. B ut it 
is u nli k ely t h at l e n di n g r at es b el o w 1 2 % w o ul d b e s uffi ci e nt t o 
c o v er t h e L C & F c o m p a n y a n d mi ni b o n d m ar k eti n g e x p e ns es, 
w a g es, c o ntr a ct or f e es, a n d pr ofit, as w ell as i nt er est p a y m e nts 
t o b o n d h ol d ers. N o ot h er b usi n ess m o d el h as b e e n p ut f or w ar d 
b y L C & F t o p a y b o n d h ol d er i nt er est a n d s e c ur e r et ur n of 
pri n ci p al e n d of b o n d t er m. ”   

“ A r e as o n a b usi n ess w o ul d b e r e q uir e d t o p a y a hi g h er r at e of 
1 2 -2 0 % A P R o n a l o a n is b e c a us e t h e l e v el of ris k of l o a n d ef a ult 
b y t h e b orr o w er is hi g h er. T h at hi g h er ris k w o ul d n ot b o d e w ell 
f or t h e L C & F b o n d h ol d er i nt er est p a y m e nts, n or f or r et ur n of t h e  
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S M E l o a n c a pit al a n d b o n d h ol d er pri n ci p al, n or f or c o m p a n y 
e x p e n dit ur e a n d pr ofit s . ” 

“ It is diffi c ult t o fi n d o ut a n y e vi d e n c e f or t h e m ar k eti n g t e a m 
cl ai m t h at L C & F h a v e l e nt a p pr o xi m at el y £ 1 5 milli o n t o 
a p pr o xi m at el y 1 2 0 s m all a n d m e di u m si z e d b usi n e ss e nt er pris es 
( S M Es) s e c ur e d o n £ 3 3 milli o n ass et v al u e si n c e p u bli c l a u n c h 
of t h e mi ni b o n d. T h es e fi g ur es fr o m 2 0 1 6 ar e o ut of d at e b y a 
f e w m o nt hs. As of J u n e 2 0 1 7, L C & F cl ai m i n e x c ess of £ 6 6 
milli o n h as b e e n i n v est e d wit h o v er £ 2 1 5 milli o n w ort h of 
b orr o w ers’ a n d L C & F’s ass ets h el d as s e c urit y, al o n g wit h a p art 
of t h e b o n d h ol d er c a pit al.  U p t o t h at l att er d at e L C & F st at e n o 
b orr o w ers h a v e d ef a ult e d o n t h e l o a ns. ”  

“ R e g ar di n g t h e L C & F l e n di n g si d e t o S M Es, t h e b o n d m ar k eti n g 
t e a m r e v e als t h er e is a tr a di n g i nt erf a c e b et w e e n L C & F l e n di n g 
t e a m a n d S M E b orr o w ers. Fr o m t hi s L C & F a c c o u nts f or 
b o n d h ol d er i nt er est p a y m e nts, c o m p a n y pr ofit a n d e x p e n dit ur e 
i n cl u di n g c o ntr a ct or f e es, w a g es a n d m ar k eti n g c o sts. H o w e v er, 
t h e m ar k eti n g t e a m d o n ot a p p e ar a bl e t o s u bst a nti at e t hi s t o 
p ot e nti al or e xisti n g i n v est ors. U nli k e ot h er S M E b usi n ess l o a n 
pr o vi d ers, t h er e a p p e ars t o b e n o a v ail a bl e c o m p a n y w e bsit e 
i nt erf a c e f or L C & F b usi n ess b orr o w ers t o a p pl y f or b usi n ess 
l o a ns. N o p h ysi c al l o c ati o n ot h er t h a n t h e C o m p a ni es H o us e 
r e gist er e d offi c e i n T u n bri d g e W ell s. N o a v ail a bl e n a m es of 
e xisti n g S M E b orr o w er s. N o n a m es of t h e l e n di n g t e a m 
e m pl o y e es. N o l e n di n g t e a m e m pl o y e e c o nt a ct, n o p h o n e, n o 
e m ail a d dr ess f or t h e l e n di n g t e a m. T o a p pl y f or a S M E l o a n y o u 
ar e as k e d t o g o t hr o u g h t h e b o n d m ar k eti n g c o m p a n y t e a m w hi c h 
is u n us u al. N o i nt er n et s e ar c h es h a v e pr o vi d e d a n y e vi d e n c e of 
h o w t h e b o n d h ol d er i nt er est is b ei n g p ai d t hr o u g h S M E l o a n 
i nt er est, n or is t h er e s u c h e vi d e n c e o n t h e L C & F w e bsit e, n or c a n 
t h e b o n d m ar k eti n g t e a m pr o vi d e s u c h w h e n as k e d. ” 

“ T his d o es n ot m e a n L C & F ar e n ot c arr yi n g o ut t h es e 
c o m m er ci al l e n di n g a cti viti es. T his d o es n ot m e a n t h at L C & F 
ar e n ot p a yi n g o ut d u e i nt er est p a y m e nts t o b o n d h ol d ers. T h e y 
ar e h o n o uri n g i nt er est p a y m e nts t o d at e. B ut w h er e is t h e 
e vi d e n c e w h er e t hi s m o n e y is c o mi n g fr o m ? B ot h p ot e nti al a n d 
e xisti n g i n v est ors w o ul d li k e t hi s . T h e l a c k of tr a ns p ar e n c y h as 
b e e n a m aj or c a us e of mi ni b o n d f ail ur es  a s t h e l a c k of c h ec k s 
all o ws t h e st e ps t o f ail ur e t o t a k e pl a c e. B o n d h ol d ers d o n ot 
a p p e ar t o b e a bl e t o a c c ess a n d c h e c k a c c o u nt a s t o w h at t h e 
b o n d h ol d er c a pit al  is a ct u all y us e d f or, t o c o nfir m it is us e d f or 
st at e d p ur p os e. I n s pit e of t h e c or p or at e tr u sts, t h e fi n a n ci al 
hist or y of b o n d f ail ur es s h o ws t h at t h e l o a n c a pit al is oft e n n ot 
us e d f or st at e d p ur p os e, w hi c h of c o urs e will pr e ci pit at e 
c oll a ps e. ”  

“ T h e writ ers of t hi s r e vi e w h o p e t h at t h e L C & F mi ni -b o n d is a 
g e n ui n e i n v est m e nt off er a n d all t h e i n v est ors r e c ei v e t h eir d u es 
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i n cl u di n g 1 0 0 % of t h eir c a pit al pri n ci p al at e n d of t er m, a n d t h at 
L C & F is a bl e t o c o nti n u e t o off er s u c c essf ul i n v e st m e nts i n t h e 
fi n a n ci al m ar k ets.”  

1 2 9 1.  A pr os p e cti v e b o n d h ol d er s e nt t hi s p ost t o Mr  All e n  of S ur g e , w h o s e nt it t o Ms  B al d o c k, 
w h o f or w ar d e d it t o Mr T h o ms o n.  Ms B al d o c k s u g g est e d t o Mr T h o ms o n t h at h e mi g ht 
wis h t o a ns w er s o m e hi g hli g ht e d p ass a g es.  Mr C ar el ess  als o s a w it.  

1 2 9 2.  Mr T h o ms o n se nt a n e m ail s a yi n g t h at t h e p ost w as “ b as e d o n ass u m pti o ns n ot f a cts ” a n d 
w as “t e c h ni c all y i n c orr e ct o n a n u m b er of iss u es ” b ut h e di d n ot i d e ntif y a n y i n a c c ur a ci es 
or pr o vi d e a n y c o ntr ar y i nf or m ati o n. H e s u g g est e d t h at h e c o ul d g o t hr o u g h a n u m b er of 
iss u es wit h t h e a c c o u nt m a n a g ers d uri n g a n i m p e n di n g vi sit t o S ur g e . 

1 2 9 3.  Mr C ar el ess  i n f a ct k n e w t h at m a n y of t h e cl ai ms i n t hi s p ost w er e a c c ur at e . H e a c c e pt e d 
i n his e vi d e n c e t h at t h at th er e w as n o L C F l e n di n g sit e ; t h at L C F h a d n ot n a m e d a n y S M E 
b orr o w ers ; t h at th er e w as n o L C F l e n di n g t e a m  - it w as j ust Mr T h o ms o n ; t h at t h er e w er e 
n o l e n di n g t e a m c o nt a ct d et ails; a n d t h at h e h a d s e e n n o e vi d e n c e of h o w b o n d h ol d er 
i nt er est w as b ei n g p ai d fr o m S M E l o a n i nt er est. 

1 2 9 4.  Mr C ar el ess  als o k n e w t h at t h er e w as n o e vi d e n c e t h at L C F h a d l e nt t o a p pr o xi m at el y 
1 2 0 s m all a n d m e di u m -si z e d b usi n ess e nt er pris es . H e k n e w t h at L C F h a d o nl y l e nt t o a 
h a n df ul of b usi n ess es c o n n e ct e d t o Mr G ol di n g  (s e e a b o v e).  

1 2 9 5.  O n e of S ur g e ’s s al es t e a m  r e p ort e d t o his c oll e a g u es a n d Mr R uss ell -M ur p h y  t h at t h e 
c o nt e nts of t h e p ost w er e  p utti n g p e o pl e off . O n 1 6  J ul y 2 0 1 7  Mr All e n t ol d Mr R uss ell -
M ur p h y  a n d Ms B al d o c k, “ A n d y n e e ds t o c o m e b a c k wit h a c o m pr e h e nsi v e r e pl y … as 
t hi s M S E f or u m is cl e arl y a pr o bl e m n o w ”. Ms B al d o c k as k e d Mr T h o ms o n t o pr o vi d e 
“s o m e a ns w ers … t h at ar e a c c e pt a bl e f or us t o r e pl y … wit h ”.  

1 2 9 6.  O n 1 8  J ul y 2 0 1 7  Mr T h o ms o n pr o vi d e d Ms B al d o c k wit h a d o c u m e nt c o nt ai ni n g 
r es p o ns es t o t h e p ost . H e s ai d, “ Pl e as e d o n’t s e n d it a n y w h er e as it s b e e n writt e n f or 
i nt er n al p ur p os es ”. Ms B al d o c k f or w ar d e d it t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y; Mr  
C ar el ess  f or w ar d e d it t o Ms V e n n .  

1 2 9 7.  Mr R uss ell -M ur p h y  r e vi e w e d Mr T h o ms o n ’s dr aft r es p o ns es a n d c o m m e nt e d (c c. Mr 
C ar el ess , Ms V e n n a n d Ms  B al d o c k), “ H e h as n’t r es p o n d e d p arti c ul arl y w ell ” . T h at w as 
c orr e ct:  Mr T h o ms o n h a d n ot pr o vi d e d a n y us e a bl e i nf or m ati o n t o r e b ut t h e criti cis m s of 
L C F o n t h e M S E f or u m.  

1 2 9 8.  O v er a m o nt h l at er, t h er e w as still dis c ussi o n wit hi n S ur g e  of Mr T h o ms o n pr o vi di n g 
“ c o nt e nt … t o us e t o r e b utt al [si c] s p e cifi c t hr e a ds a n d c o m m e nts ”, b ut h e n e v er a ct u all y 
di d s o.  

1 2 9 9.  I fi n d t h at Mr T h o ms o n’ s f ail ur e t o r e b ut t h e p ost w as a f urt h er r e as o n f or t h e S ur g e 
D ef e n d a nts t o h a v e s eri o us c o n c er ns a b o ut t h e l e giti m a c y of L C F’s b usi n ess. T h e y k n e w 
t h at it w as i n L C F’s o w n c o m m er ci al i nt er ests t o a ns w er t h e p ost: it s c o nt e nt s w er e i n d e e d 
d a m a gi n g s al es. If t h er e h a d b e e n g e n ui n e a ns w ers, Mr T h o ms o n w o ul d h a v e gi v e n t h e m.  

F urt h er r e q u ests i n 2 0 1 7 f or i nf or m ati o n a b o ut L C F’s l e n di n g o p er ati o ns 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 9 1  
 

1 3 0 0.  Mr C ar el ess ’s eff orts t o m ar k et t h e b o n ds w er e c o nti n ui n g t o b e i m p air e d b y Mr 
T h o ms o n ’s f ail ur e t o pr o vi d e i nf or m ati o n a b o ut L C F’s l e n di n g o p er ati o ns.  

1 3 0 1.  M s B al d o c k w a nt e d t o s e n d o ut a n e wsl ett er c o nt ai ni n g s u c c ess st ori es a n d a n o v er vi e w 
of w h at i n v est ors’ f u n ds h a d a c hi e v e d f or U K S M Es d uri n g t h e y e ar. S h e as k e d Mr 
T h o ms o n f or t hi s i nf or m ati o n, b ut h e di d n ot pr o vi d e it. Pr os p e cti v e b o n d h ol d ers 
c o nti n u e d t o as k q u esti o ns a b o ut L C F’s l o a n p ortf oli o. Mr T h o ms o n w as a g ai n as k e d 
a b o ut t h es e b ut di d n ot r e s p o n d .  

1 3 0 2.  O n 1 0  M ar c h 2 0 1 7  Mr T h o ms o n pr o vi d e d Mr C ar el ess  a n d Mr R uss ell -M ur p h y  wit h 
L C F’s m a n a g e m e nt a c c o u nts f or t h e p eri o d e n d e d 3 0  N o v e m b er  2 0 1 6 . Mr C ar el ess  s e nt 
t h e m t o Mr P artri d g e,  w h o r e pli e d, “ Pr o b a bl y w ort h J a c k. N o a c c o u nt a nts n a m e t o it, als o 
s o m e of t h e fi g ur es j ust l o o k wr o n g w hi c h m a k es y o u w o n d er w h o pr e p ar e d. T e c h ni c all y 
s h ort -t er m i ns ol v e nt w hi c h d o es n’t l o o k ri g ht eit h er ”. Mr C ar el ess  s h ar e d t hi s wit h Mr 
R uss ell -M ur p h y  a n d Mr J o n es.  

1 3 0 3.  O n 3 1  M a y 2 0 1 7  Mr T h o ms o n t ol d Mr R uss ell -M ur p h y  t h at L C F’s dr aft a c c o u nts w o ul d 
b e r e a d y b y t h e e n d of t h e w e e k a n d t h at h e w o ul d pr o vi d e t h e m w h e n t h e y h a d b e e n 
fi n ali s e d, alt h o u g h it w o ul d t h e n t a k e a f urt h er t hr e e t o f o ur w e e ks f or t h e m t o b e a u dit e d. 
Mr R uss ell -M ur p h y  p ass e d t hi s o n t o Mr C ar el ess , Mr J o n es a n d Ms V e n n.  

1 3 0 4.  Mr T h o ms o n di d n ot pr o vi d e t h e dr aft a c c o u nts . Mr P artri d g e  t h er ef or e s e nt a l ett er t o 
hi m o n  6  J u n e 2 0 1 7  as ki n g hi m t o st at e “t h e c urr e nt l e v els of b ot h l o a n b o o k a n d t h e f air 
v al u e of ass ets t h at y o u c urr e ntl y h ol d as s e c urit y a g ai nst t h e b o n ds ” . H e als o as k e d Mr 
T h o ms o n w h e n L C F’s a u dit e d a c c o u nts t o 3 0  A pril 2 0 1 7  w er e li k el y t o b e p u bli s h e d.  

1 3 0 5.  O n 1 9  J u n e 2 0 1 7  Mr T h o ms o n pr o vi d e d Mr R uss ell -M ur p h y  wit h L C F’s m a n a g e m e nt 
a c c o u nts f or t h e y e ar e n d e d 3 0  A pril 2 0 1 7 , s a yi n g, “I a m still w aiti n g o n t h e v al u ati o n s o 
I t hi n k w e s h o ul d j ust us e t h e dr aft s et w e h a v e ”.  

1 3 0 6.  T h e m a n a g e m e nt a c c o u nts dis cl os e d a pr ofit of £ 1 6 4, 2 6 0 f or t h e y e ar a n d n et ass ets of 
£ 1 8 9, 8 5 3 as at 3 0  A pril 2 0 1 7 . T h e v al u e of t h e s e c urit y r e c or d e d w as £ 1 8 9 . 4 5 milli o n. 
T his diff er e d fr o m t h e £ 2 1 5 milli o n w hi c h Mr T h o ms o n h a d s ai d w as t h e v al u e of t h e 
s e c urit y i n F e br u ar y 2 0 1 7.  

1 3 0 7.  Mr R uss ell -M ur p h y  s e nt t h es e t o Mr C ar el ess  a n d Mr P artri d g e, a d di n g, “ A n d y h as as k e d 
m e n ot t o s h ar e t hi s wit h a n y o n e at t h e m o m e nt ” . Mr C ar el ess  f or w ar d e d t h e m t o Mr 
J o n es .  

1 3 0 8.  Mr P artri d g e s e nt a n e m ail o n 2 0 J u n e 2 0 1 7 s a yi n g , “ N ot s ur e h o w h e c a n aff or d a 
h eli c o pt er o ut of t h es e a c c o u nts. ”  Mr P artri d g e w as als o u n a bl e t o u n d erst a n d t h e 
a c c o u nts a n d t ol d Mr C ar el ess  t h at h e t h o u g ht t h ey l o o k e d wr o n g.  

1 3 0 9.  Mr C ar el ess  w as a w ar e t h at h eli c o pt ers w er e e x p e nsi v e . T h e Cl ai m a nts s u b mitt e d t h at 
Mr C ar el ess  m ust h a v e k n o w n t h at Mr T h o ms o n w as wr o n gl y p a yi n g hi m s elf o ut of 
L C F’s f u n ds (i. e. fr o m b o n d h ol d er m o n e y ). I d o n ot r e a c h t h at c o n cl usi o n, b ut I d o fi n d 
t h at Mr P artri d g e w as r ai si n g a s eri o us p oi nt, si n c e t h e dr aft a c c o u nts di d n ot s h o w Mr 
T h o ms o n e ar ni n g e n o u g h t o b e a bl e t o b u y a h eli c o pt er. I fi n d t h at t hi s w as a f urt h er 
r e as o n f or Mr C ar el ess  t o h a v e c o n c er ns a b o ut Mr T h o ms o n’s i nt e grit y.  
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1 3 1 0.  O n 2 7  J ul y 2 0 1 7  Mr P artri d g e as k e d Mr T h o ms o n f or a n u p d at e o n t h e v al u e of L C F’s 
s e c urit y, w hi c h Mr T h o ms o n h a d i n di c at e d h e w o ul d pr o vi d e i n J u n e 2 0 1 7 , a n d o n t h e 
pr o gr ess of L C F’s a u dit.  

1 3 1 1.  T h e Cl ai m a nts s u b mitt e d t h at t his w as n ot a g e n ui n e e n q uir y, b e c a us e M r P artri d g e di d 
n ot tr ust Mr T h o ms o n a n d w as hi g hl y u nli k el y t o gi v e a n y cr e d e n c e t o Mr T h o ms o n ’s 
r es p o ns e. T h e y s ai d t h at it w as p art of t h e cr e ati o n of a fil e t o s h o w t h at t h e i n q uiri es h a d 
b e e n m a d e. I d o n ot r e a c h t h at c o n cl usi o n. I fi n d t h at Mr P artri d g e w a s i n d e e d s e e ki n g 
m or e i nf or m ati o n. I d o , h o w e v er , fi n d t h at Mr P artri d g e s h o w e d r el ati v el y littl e ur g e n c y 
i n s e e ki n g t h e i nf or m ati o n a n d di d littl e t o pr ess w h e n it w as n ot gi v e n . T h er e is , 
t h er ef or e, s o m e f or c e i n t h e Cl ai m a nts ’ s u g g esti o n t h at at b est his eff orts w er e h alf -
h e art e d.  

1 3 1 2.  Mr T h o ms o n r e pli e d a m o nt h or s o l at er, o n 2 9  A u g ust 2 0 1 7 , s a y i n g,  

“ [t]h e c urr e nt v al u e of a ss ets w e h ol d c h ar g es o v er as s e c urit y 
t ot als £ 2 4 7. 6 m. O ur n e w a u dit ors Er nst & Y o u n g will b e 
r e vi e wi n g t h e d et ails of t h e ass ets a n d t h e ass o ci at e d l o a n a n d 
s e c urit y d o c u m e nt ati o n as p art of t h eir a u dit o v er t h e c o mi n g 
w e e ks. As p er l ast y e ar t h e t ot al v al u e of t h e s e c urit y will b e 
d et ail e d i n o ur a u dit e d a c c o u nts. ”  

1 3 1 3.  M s V e n n s e nt a n e m ail t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y  s a yi n g, “I a m r e all y 
i nt er est e d t o k n o w w h at t h e s e c urit y c o m pris es a n d h o w m a n y l o a ns ar e c urr e ntl y iss u e d. ” 
N o o n e at S ur g e  k n e w t h is i nf or m ati o n at t hi s ti m e. Mr T h o ms o n h a d n ot pr o vi d e d it 
d es pit e r e p e at e d r e q u ests. 

1 3 1 4.  Mr T h o ms o n still di d n ot pr o vi d e S ur g e wit h i nf or m ati o n a b o ut L C F’s l e n di n g b usi n ess. 
Ms  B al d o c k c o nti n u e d t o as k f or i nf or m ati o n f or i n cl usi o n i n a n e wsl ett er i n a n e m ail 
d at e d 2 2  A u g ust 2 0 1 7 . O n 1 S e pt e m b er 2 0 1 7  Ms B al d o c k e m ail e d Mr T h o ms o n t o p oi nt 
o ut t h at h e h a d n ot r e pli e d t o h er e m ail a b o ut t h e n e wsl ett er. Mr T h o m s o n w as n ot 
pr e p ar e d t o pr o vi d e t h e n u m b er of l o a ns, e v e n i n g e n er al t er ms. H e e m ail e d Ms B al d o c k 
o n  6  S e pt e m b er 2 0 1 7  t o s a y t h at “t hi s will n ot h a v e a g o o d i m p a ct as t h e v ol u m e of l o a ns 
is n ot h u g e (s u b 2 0) f or t h e a m o u nt of d e bt o ut t h er e ”. H e w e nt o n t o s a y t h at t h e p u bli c 
w o ul d n ot u n d erst a n d t h at l e n di n g t o m e di u m b usi n ess es w as b ett er a n d m or e c ost 
eff e cti v e. Ms B al d o c k f or w ar d e d this r e pl y t o Mr C ar el ess a n d  Mr R uss ell -M ur p h y .  

1 3 1 5.  T his c o nfir m e d Mr C ar el ess ’s e xisti n g u n d erst a n di n g t h at L C F h a d m a d e a v er y li mit e d 
n u m b er of l o a ns.  Mr T h o ms o n’s e m ail di d n ot e x pl ai n h o w t h e n u m b er of l o a ns (l ess t h a n 
2 0) w as c o nsist e nt wit h t h e m ar k eti n g t e a m’s r e pr es e nt ati o ns a b o ut t h er e b ei n g 1 2 0 
b orr o w ers. N or di d Mr C ar el ess d o a n yt hi n g t o c orr e ct t his.  

1 3 1 6.  O n 2 3  A u g ust 2 0 1 7  Ms V e n n  h a d e m ail e d Mr C ar el ess , Mr R uss ell -M ur p h y  a n d Ms 
B al d o c k  a b o ut a f ort h c o mi n g m e eti n g wit h Mr T h o ms o n t o s a y, “I d o u bt A n d y h as st art e d 
t h e pr o c ess t o g et a n I S A. T o h a v e a n I S A y o u m ust h a v e first a r et ail pr os p e ct us b o n d. 
Y o u pl a c e t h e r et ail b o n d i n a n I S A wr a p p er. I d o n’t k n o w w h y h e h as n’t d o n e t hi s y et 
b e c a us e it’s t h e n e xt o b vi o us st e p. I s us p e ct t h at t h e v ali d ati o n pr o c ess r e q uir e d t o g et 
t hr o u g h t h e U K L A, mi g ht s cr uti nis e his l o a n b o o k a n d p ossi bl y t h at’s w h y h e h as n’t d o n e 
it y et.”  Ms V e n n a n d Mr C ar el ess  k n e w t h at t h e w h ol e of t h e l o a n b o o k w as t o c o m p a ni es 
ass o ci at e d wit h Mr G ol di n g  a n d I fi n d t h at t h e y t h o u g ht t h at Mr T h o ms o n w o ul d n ot w a nt 
th e U K Listi n g A ut h orit y t o l o o k  i nt o t h at. 
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1 3 1 7.  O n 2 7  S e pt e m b er 2 0 1 7  L C F w as f e at ur e d i n T h e D ail y M ail.  Mr P artri d g e as k e d Mr 
C ar el ess , “Is it g o o d sti c ki n g h e a d a b o v e t h e p ar a p et ? ? ? ? ? ? ” Mr C ar el ess  r e pli e d, “ W e 
di d n’t as k t o d o it …. ” H e  t h o u g ht t h at s cr uti n y of L C F w o ul d r es ult i n r e g ul at or y a cti o n 
a n d c a us e S ur g e ’s c o m mi ssi o n p a y m e nts t o b e s h ut off. T his is t elli n g. A m ar k eti n g 
c o m p a n y s elli n g a g e n ui n e pr o d u ct w o ul d w el c o m e p u bli cit y of t hi s ki n d. Mr C ar el ess 
w a nt e d L C F t o k e e p it s h e a d d o w n a n d a v oi d r e g ul at or y s cr uti n y . 

1 3 1 8.  O n 2 6  O ct o b er  2 0 1 7  o n e of S ur g e’s s al es t e a m s e nt a n e m ail t o ot h ers i n S ur g e (i n cl u di n g 
Ms V e n n ) s a yi n g , “ W e’ v e b e e n as ki n g L C F f or s o m e of t h eir s u c c ess st ori e s f or a w hil e 
n o w, f or s o m e r e as o n t h e y’r e l o at h t o gi v e a n y d et ails ” . T his w as m a ki n g t h e o b vi o us 
p oi nt t h at a l e giti m at e l e n di n g b usi n ess w o ul d h a v e b e e n e x p e ct e d t o wis h t o gi v e s o m e 
d et ails of t h eir l e n di n g, a s it w o ul d assi st b o n d s al es.   

1 3 1 9.  O n  8  N o v e m b er  2 0 1 7  Ms B al d o c k r e p e at e d  h er i d e a f or a n e wsl ett er , c o nt ai ni n g s u c c ess 
st ori es a b o ut L C F’s l e n di n g o p er ati o ns . Mr T h o m s o n di d n ot  h el p . Mr R uss ell -M ur p h y  
r e p ort e d o n 1 5 F e br u ar y 2 0 1 8  t h at Mr T h o ms o n “ w as n’t k e e n t o gi v e a c a s e st u d y of a 
cli e nt l o a n ”.  A n y g e n ui n e b usi n ess w o ul d h a v e b e e n k e e n t o d o t hi s t o e n c o ur a g e s al es. 

Cit y wir e arti cl e  

1 3 2 0.  O n 7 D e c e m b er 2 0 1 7  a fi n a n c e w e bsit e c all e d Cit y wir e p u bli s h e d a n arti cl e a b o ut t h e 
F S C S h a vi n g t o p a y c o m p e ns ati o n d u e t o a c oll a ps e d i n v est m e nt fir m w hi c h h a d 
pr o m ot e d L U KI . Ms V e n n f or w ar d e d it t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y . S h e 
c o m m e nt e d, “ O n e of t h e f ail e d i n v est m e nts i n t hi s p a y o ut w as L a k e vi e w U K 
i n v est m e nts. T h at’s S p e n c er’s fir m. I c h e c k e d at c o m p a ni es h o us e a n d R o g er ( S p e n c er’s 
i n h o us e, dr u n k, s oli cit or) [s c. Mr S e d g wi c k ] is t h e dir e ct or ”. Mr C ar el ess  r e pli e d, 
“ H m m m ”.  

1 3 2 1.  T his e m ail r ais e d q u esti o ns f or S ur g e , i n cl u di n g w h et h er t h e L a k e vi e w sit e f or m e d p art 
of L C F’s s e c urit y.  It als o d es cri b e d Mr S e d g wi c k  as “ Mr G ol di n g ’s i n h o u s e s oli cit or” . 
As alr e a d y n ot e d, Mr C ar el ess  k n e w t h at Mr S e d g wi c k w as t h e o w n er of G S T. H e als o 
k n e w t h at S ur g e h a d str e ss e d t h e i n d e p e n d e n c e of G S T as p art of it s s al es pit c h.  

1 3 2 2.  T h er e w as n o f oll o w -u p  t o t hi s e m ail.  

P a y m e nts b y S ur g e  t o Mr G ol di n g  

1 3 2 3.  T h e l ast of t h e p a y m e nt s b y S ur g e  t o M e di a G P S d es cri b e d a b o v e w as m a d e o n  6  
S e pt e m b er 2 0 1 7 , b ei n g 0. 5 % of L C F’s r e c ei pt s d uri n g A u g ust 2 0 1 7.  

1 3 2 4.  S o o n af t er 7  S e pt e m b er 2 0 1 7  Mr G ol di n g  visit e d S ur g e ’s offi c es i n Bri g ht o n. Mr R uss ell -
M ur p h y  t h e n a p pr o a c h e d Mr C ar el ess  wit h Mr G ol di n g ’s r e q u est t o b e p ai d 1 % of t h e 
f u n ds fl o wi n g i nt o L C F (i. e. 4 % of S ur g e ’s c o m missi o n). Mr C ar el ess  a gr e e d t h at, wit h 
eff e ct fr o m 1 S e pt e m b er 2 0 1 7 , S ur g e  w o ul d i nst e a d p a y 1 % of L C F’s r e c ei pt s t o Mr 
G ol di n g .  

1 3 2 5.  Mr G ol di n g  w a nt e d t h es e p a y m e nts t o b e b a c k -d at e d t o 1 J u n e 2 0 1 7 . H e s e nt a t e xt 
m ess a g e t o Mr B ar k er  o n 2 0  S e pt e m b er 2 0 1 7 , “I n v oi c e S ur g e Fi n a n ci al, j ust n e e d a b asi c 
i n v oi c e f or c o m missi o ns … 1 9 A P ortl a n d Str e et; Bri g ht o n; B N 1 1 R N; E n gl a n d … J u n e 
£ 5, 2 1 1, 1 1 9. J ul y £ 8, 5 2 1, 6 2 4; A u g ust £ 8, 2 8 9, 6 7 3 ”.  
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1 3 2 6.  Mr B ar k er  pr e p ar e d a n i n v oi c e fr o m “ S G G ol di n g C o ns ulti n g ” t o S ur g e  f or “ F u n dr aisi n g 
C o ns ult a n c y ” wit h t h e r ef er e n c e J R M i n t h e s u m of £ 5 2, 1 1 1. 1 9 f or J u n e 2 0 1 7 “ b as e d o n 
a £ 5, 2 1 1, 1 1 9. 0 0 r ais e ”; £ 8 5, 2 1 6. 6 2 f or J ul y 2 0 1 7 “ b as e d o n a £ 8, 5 2 1, 6 2 4. 0 0 r ais e ”; a n d 
£ 8 2, 8 9 6. 7 3 f or A u g ust 2 0 1 7 “ b as e d o n a £ 8, 2 8 9, 6 7 3. 0 0 r ais e ” . H e n c e, Mr G ol di n g  w as 
s e e ki n g p a y m e nt of a s u m e q u al t o 1 % of L C F’s gr oss r e c ei pt s wit h eff e ct fr o m 1 J u n e 
2 0 1 7 . T h es e c a m e t o a t ot al of £ 2 2 0, 2 2 4. 5 4. Mr B ar k er  t h e n a p pli e d V A T of 2 0 % t o gi v e 
a  gr a n d t ot al of £ 2 6 4, 2 6 9. 4 5. T h e V A T n u m b er o n t h e i n v oi c e w as t h at of “ H o m e F ar m 
E q u estri a n C e ntr e ” .  

1 3 2 7.  O n  2  O ct o b er  2 0 1 7  Mr B ar k er  s e nt t hi s i n v oi c e t o Mr G ol di n g , w h o s e nt it t o Mr R uss ell -
M ur p h y . Mr R uss ell -M ur p h y  s e nt it t o Mr C ar el e ss  a n d Mr J o n es, c o m m e nti n g, “ [j]ust 
r e c ei v e d t hi s fr o m S p e n c er, h e h as b a c k d at e d t h e i n v oi c e t o J u n e!!! Gi v e m e a c all w h e n 
y o u’r e fr e e ” .  

1 3 2 8.  Mr J o n es e m ail e d Mr C ar el ess , s a yi n g , “[t]h e i n v oi c e is fr o m S G G ol di n g C o ns ulti n g, 
h o w e v er it is n ot a li mit e d c o m p a n y. H e h as q u ot e d a v ali d v at n u m b er f or S p e n c er 
G ol di n g H o m e F ar m E q u estri a n C e ntr e. His i n v oi c e is f or J u n -A u g ( £ 2 6 4 k i n c. V A T) ” . 
Mr J o n es f or w ar d e d t h e i n v oi c e t o Ms V e n n ( c c. Mr C ar el ess ), as ki n g, “[ h]o w c a n w e 
j ustif y p a yi n g c £ 8 0 k p er m o nt h t o a n e q u estri a n c e ntr e? ”  

1 3 2 9.  Mr R uss ell -M ur p h y  tri e d t o c all Mr G ol di n g  t o s a y t h at t hi s w as n ot w h at t h e y h a d a gr e e d. 
T h e i n v oi c e s h o ul d h a v e b e e n f or 1 % of L C F’s r e c ei pt s wit h eff e ct fr o m 1 S e pt e m b er 
2 0 1 7 , n ot 1 J u n e 2 0 1 7 ; an d it s h o ul d n ot h a v e h a d V A T a d d e d. A n d it s h o ul d h a v e b e e n 
f or 1 % of L C F’s r e c ei pt s, n ot 1 % of L C F’s r e c ei pt s pl us V A T. Mr G ol di n g  di d n ot a ns w er 
Mr R uss ell -M ur p h y ’s c all.  

1 3 3 0.  T h e n e xt d a y, Mr R uss ell -M ur p h y  tri e d t o c all Mr G ol di n g  a g ai n, b ut a g ai n Mr G ol di n g  
di d n ot a ns w er . Mr R uss ell -M ur p h y  s e nt a t e xt m es s a g e t o Mr C ar el ess  s a yi n g, “ S p e n c er 
di d n’t a ns w er m y c all a g ai n ? ? ”  

1 3 3 1.  Mr C ar el ess  r e pli e d t o Mr R uss ell -M ur p h y , s a yi n g , “ [t]e xt hi m, tr y s o m et hi n g li k e t hi s ?: - 
Hi S p e n c er,  B e e n tr yi n g t o g et h ol d of y o u r e g ar di n g y o ur i n v oi c e. Y o u a gr e e d wit h P a ul 
i n t h e m e eti n g it w o ul d b e b a c k d at e d t o t h e b e gi n ni n g of S e pt e m b er o nl y. Y o u als o 
a gr e e d it w o ul d b e 1 % gr oss.  T h e n u m b er c a n b e £ 8 0 k. C a n y o u r e -i n v oi c e pl e as e ? … ” 

1 3 3 2.  Mr R uss ell -M ur p h y  s ai d, “ O k will d o ” . N o s u c h t e xt m ess a g e h as b e e n dis cl os e d b y a n y 
p art y, b ut I fi n d t h at Mr R uss ell -M ur p h y  or Mr C ar el ess  di d r ais e t h es e iss u es wit h Mr 
G ol di n g . 

1 3 3 3.  M e a n w hil e , o n 5  O ct o b er  2 0 1 7  t h er e w er e W h ats A p p m ess a g es b et w e e n Mr C ar el ess  a n d 
Ms V e n n:  

i. Mr C ar el ess  s ai d h e w as w orri e d a b o ut h er a n d h a d n e v er s e e n h er u n w ell .  

ii. Ms V e n n r e pli e d t o s a y t h at s h e w as str ess e d b e c a us e Mr T h o ms o n h a d a s k e d if 
t h e y w o ul d a gr e e t o t h e a p p oi nt m e nt of S ur g e  as t h e A p p oi nt e d R e pr es e nt ati v e of 
L C F: “I’ m s e nsiti v e t o str ess b ut I d o n’t us u all y e x p eri e n c e it. A n d y h as ti p p e d m e 
o v er t h e e d g e ”.  

iii. Mr C ar el ess  t h e n c o m m e nt e d, “ T h e s p e n c er t hi n g [ h as] als o g ot t o b e s ort e d 
pr o p erl y ”.  
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i v. Ms V e n n  r es p o n d e d, “I w a nt us t o b e p art of s o m et hi n g t o b e pr o u d of. I c a n j ustif y 
a littl e cl e v er m ar k eti n g b ut I c a n’t j ustif y br e a ki n g t h e bri b eri es a ct f or S p e n c er 
a n d b ei n g u n et hi c al i n o ur c h oi c e of w h o w e ar e a n A T of ” .  

v.  L at er s h e s ai d, “I k n o w w e c a n h a v e a f air d e b at e o n t hi s t o m orr o w a n d m a k e a 
g o o d d e cisi o n. I’ v e n e v er f elt str o n g er a b o ut  a n y d e cisi o n t h a n t hi s: it’s si m pl y 
wr o n g t o b e a n A R of y o ur o w n c ust o m er. A c o m p a n y w e d o n’t tr ust. ”   

1 3 3 4.  Mr C ar el ess  a c c e pt e d t h at “t h e s p e n c er t hi n g ” w as t h e pr o p os e d arr a n g e m e nt t o p a y Mr 
G ol di n g . 

1 3 3 5.  T h e n e g oti ati o n r e g ar di n g Mr G ol di n g ’s i n v oi c e r es ult e d i n a c o m pr o mis e: Mr G ol di n g  
w o ul d b e p er mitt e d t o b a c k -d at e t h e i n v oi c e t o 1 J u l y 2 01 7 , b ut t h e t ot al a m o u nt 
(i n cl u di n g V A T) w o ul d b e e q u al t o 1 % of L C F’s r e c ei pt s. T h e V A T -e x cl usi v e a m o u nt 
w o ul d t h er ef or e b e 0. 8 3 3 % of L C F’s r e c ei pt s, w hi c h w o ul d pr o d u c e a s u m e q u al t o 1 % 
of L C F’s r e c ei pt s w h e n V A T of 2 0 % w as a d d e d.  

1 3 3 6.  O n  6  N o v e m b er  2 0 1 7  Mr B ar k er  pr o vi d e d Mr G ol di n g  wit h a r e vis e d i n v oi c e fr o m “ S G 
G ol di n g C o ns ulti n g ” t o S ur g e  f or “ F u n dr aisi n g C o ns ult a n c y ” wit h t h e r ef er e n c e J R M i n 
t h e s u m of £ 7 1, 0 1 3. 5 3 f or J ul y 2 0 1 7 “ b as e d o n a £ 8, 5 2 1, 6 2 4. 0 0 r ais e ”; £ 6 9, 0 8 0. 6 1 f or 
A u g ust 2 0 1 7 “ b as e d o n a £ 8, 2 8 9, 6 7 3. 0 0 r ais e ”; £ 6 4, 3 6 2. 1 4 f or S e pt e m b er 2 0 1 7 “ b as e d 
o n a £ 7, 7 2 3, 4 5 7. 0 0 r ais e ”; a n d £ 4 6, 3 7 5. 4 3 f or  O ct o b er  2 0 1 7 “ b as e d o n a £ 5, 5 6 5, 0 5 2 
r ais e ”. T h e V A T -e x cl usi v e t ot al of t h es e s u ms w as £ 2 5 0, 8 3 1. 7 1. Wit h t h e a d diti o n of 
V A T , t hi s c am e t o £ 3 0 0, 9 9 8. 0 5, w hi c h w as 1 % of L C F’s r e c ei pt s d uri n g J ul y, A u g ust, 
S e pt e m b er a n d  O ct o b er  2 0 1 7 ( as s et o ut i n t h e i n v oi c e). T h e i n v oi c e w as d at e d 1 
N o v e m b er  2 0 1 7  a n d w as n u m b er e d S F 0 0 1.  

1 3 3 7.  O n  8  N o v e m b er  2 0 1 7  Mr G ol di n g  s e nt t h e r e vis e d i n v oi c e t o Mr R uss ell -M ur p h y , w h o 
r e pli e d, “[ g]i v e m e a c all w h e n y o u’r e fr e e a n d I will g et t his or g a nis e d ”. H o w e v er, it 
w as n ot p ai d i m m e di at el y. O n 2 3  N o v e m b er  2 0 1 7  Mr R uss ell -M ur p h y  e m ail e d Mr J o n e s 
(c c. Mr C ar el ess ) st ati n g, “ S p e n c er h as s e nt t hr o u g h his o utst a n di n g i n v oi c e, pl e as e c a n 
w e dis c uss t his wit h P a ul t his aft er n o o n ”.  

1 3 3 8.  O n t h e s a m e d a y, S ur g e  p ai d £ 3 0 0, 9 9 8. 0 5 t o Mr G ol di n g . T h er e w as, t h er ef or e, a p eri o d 
of o v erl a p: 0. 5 % of L C F’s r e c ei pt s f or J ul y a n d A u g ust 2 0 1 7 h a d alr e a d y b e e n p ai d t o 
Mr T h o ms o n ; 1 % of L C F’s r e c ei pt s f or t h os e t w o m o nt hs w as als o p ai d t o Mr G ol di n g . 

1 3 3 9.  T h e arr a n g e m e nt t o p a y Mr G ol di n g ’s i n v oi c es t h e n c o nti n u e d. F urt h er i n v oi c es w er e 
r ais e d i n e a c h m o nt h fr o m J a n u ar y 2 0 1 8 u ntil D e c e m b er 2 0 1 8. T h es e w er e f or s u bst a nti al 
a m o u nt s , i n s o m e m o nt hs o v er £ 1 0 0, 0 0 0. T h e y w er e d es cri b e d as “ F u n dr aisi n g 
C o ns ult a n c y F e es ” . 

1 3 4 0.  As e x pl ai n e d b el o w, t h er e w as a n o n g oi n g dis c ussi o n a b o ut S ur g e b e c o mi n g a n 
A p p oi nt e d R e pr es e nt ati v e  of L C F. Ms V e n n h a d r ef err e d t o t hi s i n t h e W h ats A p p 
m ess a g es of 5 O ct o b er 2 0 1 7 .  

1 3 4 1.  S o m e m o nt hs l at er, o n 1 7  M a y 2 0 1 8 , Mr R uss ell -M ur p h y  dis c uss e d t hi s a g ai n wit h Mr 
T h o ms o n.  Aft er t h e m e eti n g, Mr R uss ell -M ur p h y  s e nt a r e p ort t o Mr C ar el ess  a n d Ms 
V e n n:  
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“ W e dis c uss e d t h e S G i n v oi ci n g a n d A n d y w a nts t o g et 
e v er yt hi n g o ut i n t h e o p e n. O n e of t h e r e q uir e m e nts of o ur A R 
st at us wit h t h e m, will b e t o pr o vi d e o ur fi n a n ci als t o L C F. A n d y 
a n d K o b us will s e e t h e p a y m e nt g oi n g t o S G a n d will as k f urt h er 
q u esti o ns.  A n d y s ai d h e w as willi n g t o m a k e a 1 % i nt er est 
r e d u cti o n o n t h e l o a ns t o S G if w e r e d u c e d o ur c o m missi o ns t o 
2 4 %. I s ai d w e will dis c uss t hi s wit h S G a n d will l et A n d y 
k n o w .”  

1 3 4 2.  T his s h o ws t h at:  

i. Mr H uis a m e n di d n ot k n o w a b o ut t h e 1 % f e e arr a n g e m e nt . 

ii. Mr T h o ms o n k n e w a b o ut it.  

iii. Mr C ar el ess , Mr T h o ms o n  a n d  Mr R uss ell -M ur p h y  di d n ot w a nt Mr H uis a m e n 
fi n di n g o ut a b o ut it.  

i v. Mr C ar el ess , Mr R uss ell -M ur p h y , Ms V e n n a n d Mr T h o ms o n all t h o u g ht t h at Mr 
G ol di n g h a d a n i nt er est i n t h e l o a ns fr o m L C F a n d c o ul d r e c ei v e a n e c o n o mi c 
b e n efit fr o m a r e d u cti o n i n t h e i nt er est r at es c h ar g e d t o t h e b orr o w ers.  

v.  E q u all y , t h e y m ust all h a v e t h o u g ht Mr G ol di n g h a d c o ntr ol or a hi g h d e gr e e of 
i nfl u e n c e o v er L C F: ot h er wis e,  Mr T h o ms o n w o ul d n ot h a v e c o u nt e n a n c e d a 
r e d u cti o n i n t h e i nt er est r at es p a y a bl e b y his c o m p a ni es as a w a y of c o m p e ns ati n g 
hi m f or gi vi n g u p t h e c o m missi o ns b ei n g p ai d t o hi m b y S ur g e.  

vi.  Mr R uss ell -M ur p h y  s u g g est e d t h at h e a n d Mr C ar el ess  s h o ul d dis c uss t his wit h Mr 
G ol di n g . 

1 3 4 3.  Mr C ar el ess  str u g gl e d t o e x pl ai n t hi s e m ail i n or al e vi d e n c e. H e r es ort e d t o a r efr ai n t h at  
h e r es p e ct e d Mr H uis a m e n. T h at w as n o t a n a ns w er. H e di d n ot , h o w e v er , d e n y t h at h e 
k n e w t h at Mr H uis a m e n w as u n a w ar e of t h e arr a n g e m e nt a n d t h at Mr T h o ms o n di d n ot 
w a nt hi m t o fi n d o ut.  

1 3 4 4.  Ms V e n n  t ol d Mr R uss ell -M ur p h y  t h at w h at h e h a d s ai d a b o ut “fi xi n g t h e S p e n c er 
p a y m e nt ” s o u n d e d “ v er y p ositi v e ” . Mr C ar el ess  hi ms elf s ai d it w as “ All g o o d ”.  

1 3 4 5.  O n 2 0  J u n e 2 0 1 8  Mr B ar k er  as k e d Mr R uss ell -M ur p h y  f or “t h e fi g ur es f or M a y f or S G’s 
i n v oi c e ”. Mr R uss ell -M ur p h y  r e pli e d o n 4  J ul y 2 0 1 8 , “[t]h e fi g ur e f or M a y w as 
1 4, 2 0 1, 5 7 3. 0 0 ” . Mr R uss ell -M ur p h y  a d d e d, “fr o m J u n e o n w ar ds w e ar e l o o ki n g at 
p a yi n g t h e i n v oi c e a diff er e nt w a y. I will l et y o u k n o w o n c e a pr o c ess h as b e e n fi n ali s e d. 
I n t h e m e a nti m e,  s e n d m e t h e M a y i n v oi c e a n d I will arr a n g e a p a y m e nt ” . T his c o m m e nt 
r efl e ct e d a s u g g esti o n of a diff er e nt arr a n g e m e nt (i n v ol vi n g r e d u ci n g t h e i nt er est r at e o n 
t h e l o a ns). I n t h e e v e nt, t hi n gs c o nti n u e d  as b ef or e, a n d Mr B ar k er  c o nti n u e d  s e n di n g 
o v er Mr G ol di n g ’s i n v oi c es. 

1 3 4 6.  T h e Cl ai m a nts s u b mitt e d t h at t h e  p a y m e nts w er e a s e cr et c o m missi o n i n t h e n at ur e of a 
ki c k b a c k or bri b e, t o i n d u c e Mr G ol di n g  t o m ai nt ai n S ur g e’s f e e at 2 5 %.  

1 3 4 7.  T h e S ur g e D ef e n d a nts c o nt e n d e d t h at t h e y w er e i ntr o d u cti o n c o m missi o ns . 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

1 9 7  
 

1 3 4 8.  I n his wit n ess st at e m e nt, Mr C ar el ess  s ai d t h at M r G ol di n g h a d as k e d 1 % t o b e p ai d as 
a n i ntr o d u cti o n f e e f or c o n n e cti n g S ur g e t o L C F. Mr C ar el ess  s ai d i n his st at e m e nt t h at 
h e h a d s ai d t h at h e w o ul d o nl y d o t hi s wit h a f or m al a gr e e m e nt b ut t h at i n t h e e n d t hi s 
n e v er c a m e , a n d h e w as t o o b us y t o c h as e it . 

1 3 4 9.  I a m u n a bl e t o a c c e pt Mr C ar el ess ’s e vi d e n c e t h at t h e 1 % p a y m e nts w er e a n i ntr o d u cti o n 
f e e. 

i. B y S e pt e m b er 2 0 1 7  S ur g e h a d b e e n w or ki n g f or L C F f or m or e t h a n t w o y e ars. Mr 
C ar el ess  a c c e pt e d t h at S ur g e  w as u n d er n o c o ntr a ct u al o bli g ati o n t o p a y t hi s s u m 
t o Mr G ol di n g .  

ii. H e als o a c c e pt e d t h at t h e arr a n g e m e nt w as u n c o m m er ci al , a n d h e s ai d h e di d n ot 
w a nt t o p a y it. H e s ai d t h at h e f elt pr ess e d i nt o it (t h o u g h “ n ot i n n ef ari o us w a y ”). 
H e w as u n a bl e , h o w e v er , t o e x pl ai n w h y h e f elt pr ess e d i nt o it. T h e  pr o b a bl e 
i nf er e n c e is t h at Mr G ol di n g  f or c e d hi m b y s a yi n g t h at h e w a nt e d a c ut of S ur g e’s 
f e e a n d  t hr e at e n e d t o r ed u c e  S ur g e’s 2 5 % c o m missi o n arr a n g e m e nt. F or t h e 
r e as o ns alr e a d y gi v e n, Mr C ar el ess s a w Mr G ol di n g as t h e ulti m at e c o ntr oll er of 
L C F , or at l e ast t h at h e h a d s u bst a nti al i nfl u e n c e o v er it . I fi n d t h at t hi s vi e w w as 
b olst er e d b y Mr T h o ms o n’s s u g g esti o n t h at t h e i nt er est r at es o n t h e l o a ns t o Mr 
G ol di n g s h o ul d b e r e d u c e d b y 1 % ; if L C F h a d b e e n a n i n d e p e n d e nt l e n d er, t h er e is 
n o r e as o n w h y it w o ul d h a v e a gr e e d t o r e d u c e it s i nt er est r at es.  

iii. Mr C ar el ess als o a c c e pt e d t h at it is n ot n or m al f or s o m e o n e t o as k f or a n 
i ntr o d u cti o n f e e w ell aft er t h e p arti es w er e i n a c o ntr a ct u al r el ati o ns hi p.  

i v. Mr C ar el ess a c c e pt e d t h at t h e p a y m e nts w er e n ot f or “ f u n dr aisi n g c o ns ult a n c y 
s er vi c es ”  as d es cri b e d i n t h e i n v oi c es . Mr C ar el ess w as t h er ef or e pr e p ar e d t o 
a p pr o v e i n v oi c es w hi c h h e k n e w t o b e f als e o n t h eir f a c e.  

v.  Mr C ar el ess  als o a c c e pt e d t h at t h e arr a n g e m e nt wit h Mr G ol di n g  r e pl a c e d t h e 
e xisti n g arr a n g e m e nt wit h Mr T h o ms o n.  If t h e f e e h a d b e e n a g e n ui n e c o m m er ci al 
o n e t h er e is n o r e as o n w h y t hi s s h o ul d h a v e h a p p e n e d .  

vi.  Mr C ar el ess  w as u n a bl e t o gi v e a c o h er e nt a ns w er t o Ms V e n n’s r ef er e n c e t o t h e 
Bri b er y A ct i n t h e t e xt m e ss a g es. H e s ai d t h at S ur g e h a d s o u g ht t o t a k e f urt h er st e ps 
aft er t h at e x c h a n g e t o e ns ur e t h at t h er e w as a pr o p er a gr e e m e nt i n pl a c e. B ut t h er e 
is n o e vi d e n c e t h at a n y s u c h a gr e e m e nt w as e v er dis c uss e d or dr aft e d. His o nl y 
r e as o n f or n ot c h asi n g it, t h at h e w as t o o b us y, w as w h oll y u n c o n vi n ci n g. T h es e  
p a y m e nts  w er e of si g nifi c a nt a m o u nt s  a n d ( o n his o w n c as e) h e c o ul d e asil y h a v e 
i nsi st e d o n a pr o p er a gre e m e nt first .  

vii.  I n a n y c as e, h e w as u n a bl e t o e x pl ai n i n his or al e vi d e n c e w h y Ms V e n n h a d 
r ef err e d t o t h e Bri b er y A ct u nl ess s h e s a w t h e p a y m e nts as a n i n d u c e m e nt t o Mr 
G ol di n g  t o o bt ai n a b e n efit f or S ur g e . I fi n d t h at Ms V e n n r ef err e d t o t h e Bri b er y 
A ct b e c a us e s h e t h o u g ht t h at t h e p a y m e nts w er e  bri b e s; a n d t h at is b e c a us e s h e 
u n d erst o o d t h at t h e y w er e b ei n g p ai d as a n i n d u c e m e nt i n or d er t o m ai nt ai n t h e 
S ur g e f e e .  
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viii.  Mr C ar el ess  w as u n a bl e t o e x pl ai n w h y Mr T h o ms o n w as s o k e e n t o k e e p t h e 
arr a n g e m e nt fr o m Mr H uis a m e n ’s n oti c e, a n d w h y h e w as willi n g t o g o al o n g wit h 
t he s u g g est e d c o n c e al m e nt . 

i x. Mr C ar el ess ’s e vi d e n c e w as diff er e nt fr o m t h at h e g a v e t o t h e A d mi nistr at ors , o n 
o at h , at t h e pri v at e e x a mi n ati o n  i n J a n u ar y 2 0 2 0. At t h e  e x a mi n ati o n , c o u n s el f or 
t h e a d mi nistr at ors as k e d a b o ut t h e 1 % f e e p ai d t o Mr G ol di n g . Mr C ar el e ss  s ai d 
t h at Mr G ol di n g  w o ul d d o g e n er al c o ns ult a n c y a n d gi v e his vi e ws o n t h e w a y S ur g e 
w as c o n d u cti n g it s b usi n ess.  H e als o s ai d t h at it w as p artl y a n i ntr o d u cti o n f e e. I n 
his e vi d e n c e at t h e tri al, Mr C ar el ess a c c e pt e d t h at Mr G ol di n g di d n ot pr o vi d e a n y 
c o ns ult a n c y s er vi c es . Mr C ar el ess als o s ai d i n t h e pri v at e e x a mi n ati o n t h at t h e 
a rr a n g e m e nt w as e nt er e d i nt o at t h e o uts et , w h e n S ur g e w er e t hi n ki n g a b o ut t a ki n g 
o n L C F as a cli e nt. T h at w as n ot tr u e  a n d w as i n d e e d mi sl e a di n g: it w o ul d at l e ast 
h a v e m a d e s o m e s e ns e f or a n i ntr o d u cti o n f e e t o b e a gr e e d at t h e o uts et , r at h er t h a n 
t hi s h a p p e ni n g t w o y e ars i nt o t h e p arti es’ d e ali n gs. H e als o s ai d t h at t h er e m a y h a v e 
b e e n a writt e n a gr e e m e nt d o c u m e nti n g it.  H e k n e w t h at t h er e w as n o n e. T h es e 
c h a n g es i n his e vi d e n c e r e q uir e t h e c o urt t o tr e at his e vi d e n c e a b o ut t hi s s u bj e ct 
wit h s eri o us c a uti o n.  T his a u g m e nts t h e g e n er al c a uti o n wit h w hi c h I a p pr o a c h his 
e vi d e n c e.  

1 3 5 0.  F or t h es e r e as o ns , I a m u n a bl e t o a c c e pt t h e c as e a d v a n c e d b y t h e S ur g e D ef e n d a nts t h at 
t h e p a y m e nts w er e a n i ntr o d u cti o n f e e. I fi n d t h at Mr C ar el ess  a gr e e d  t o p a y a s e cr et 
c o m missi o n t o Mr G ol di n g  t o i n d u c e hi m t o m ai nt ai n S ur g e ’s c o m missi o n at 2 5 %. Mr 
C ar el ess di d t hi s r el u ct a ntl y , b ut t h o u g ht h e h a d n o c h oi c e . Mr C ar el ess w as i n d e e d 
pr ess e d i nt o t h es e p a y m e nts b y Mr G ol di n g : t h e e x c e pti o n all y  hi g h  f e es  p ai d b y L C F t o 
S ur g e  w as u n d er t hr e at a n d h e w a nt e d t o m ai nt ai n t h e m. 

Dis c ussi o ns a b o ut S ur g e b e c o mi n g L C F’s a p p oi nt e d re pr es e nt ati v e  

1 3 5 1.  As alr e a d y n ot e d, i n  O ct o b er  2 0 1 7 Mr T h o ms o n  r ais e d t h e i d e a of S ur g e  b e c o mi n g a n 
a p p oi nt e d re pr es e nt ati v e ( “ A R ”) of L C F wit hi n s e cti o n 3 9 of F S M A.  

1 3 5 2.  A n A R  is a fir m or p ers o n w h o c arri es o n a r e g ul at e d a cti vit y u n d er t h e r es p o nsi bilit y of 
a n a ut h oris e d fi n a n ci al s er vi c es fir m.  

1 3 5 3.  As n ot e d i n [1 3 3 3 ] a b o v e, on  5  O ct o b er  2 0 1 7  t h er e w as a W h ats A p p e x c h a n g e b et w e e n 
Mr C ar el ess  a n d Ms V e n n i n w hi c h Mr C ar el ess  e x pr ess e d c o n c er ns a b o ut h er h e alt h.  

1 3 5 4.  S h e s ai d , “ A n d y h as n’t a s k e d us t o b e a n A R b ef or e. I’ m v er y s e nsiti v e t o str ess b ut I 
d o n’t us u all y e x p eri e n c e it. A n d y h as ti p p e d m e o v er t h e e d g e. It’s j ust a b a d h e a d a c h e 
… T h e iss u e is t h at b ei n g a n A R of A n d y c o ul d b e a p er m a n e nt h e a d a c h e ”.  

1 3 5 5.  S h e a d d e d, “I’ v e n e v er f elt str o n g er a b o ut a n y d e ci si o n t h a n t hi s: it’s si m pl y wr o n g t o b e 
a n A R of y o ur o w n c ust o m er. A c o m p a n y t h at w e d o n’t tr ust .”   

1 3 5 6.  Mr C ar el ess  di d n ot r es p o n d t o t his m ess a g e.   

1 3 5 7.  Ms V e n n a n d Mr C ar el e ss s o u g ht i n t h eir e vi d e n c e t o s a y t h at t h eir pr o bl e m wit h Mr 
T h o ms o n w as a p ers o n alit y cl as h, t h at h e w as mi s o g y nisti c , l a z y a n d diffi c ult t o d e al 
wit h . I a c c e pt t h at t h er e w as a p ers o n alit y cl as h, b ut it w e nt f urt h er, a n d t h e pr o bl e m w as 
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m or e s eri o us a n d b asi c. S ur g e di d n ot tr ust L C F. T his w as Ms V e n n’s g e n ui n e l y h el d 
vi e w a b o ut L C F i n a n u n g u ar d e d c o m m u ni c ati o n s h e n e v er e x p e ct e d t o c o m e t o li g ht.   

1 3 5 8.  Ms V e n n d e ci d e d t o i n v esti g at e t h e p ossi bilit y of b e c o mi n g t h e A R of a diff er e nt 
c o m p a n y, Al e x a n d er D a vi d S e c uriti es. S h e e m ail e d Mr A n g us R os e of Al e x a n d er D a vi d 
S e c uriti es o n 1 7  J a n u ar y 2 0 1 8  t o r e p ort t h at S ur g e  w o ul d n ot b e a p p oi nt e d as t h e A R of 
L C F.  

T h e I S A b o n d  

1 3 5 9.  O n 1 6  A u g ust 2 0 1 7  Ms V e n n m et Mr H uis a m e n a n d dis c uss e d i n n o v ati v e fi n a n c e I S As. 
H e b e g a n t o i n v esti g at e t h e p ossi bilit y f or L C F a n d s e e ms t o h a v e t ol d Mr T h o ms o n 
a b o ut t hi s o p p ort u nit y . Mr T h o ms o n st art e d t h e pr o c ess t o l a u n c h L C F’s i n n o v ati v e 
fi n a n c e I S A b o n d. B y 1 N o v e m b er  2 0 1 7  t h e pr o c ess of p utti n g t o g et h er a n I S A b o n d w as 
w ell u n d er w a y.  

1 3 6 0.  I n a c all o n 2 0  N o v e m b er  2 0 1 7  Mr T h o ms o n t ol d Mr R uss ell -M ur p h y  t h at H M R C h a d 
gi v e n t h e n e c ess ar y a p pr o v al f or L C F as a n I S A m a n a g er a n d t h at L e wis Sil ki n h a d 
fi n ali s e d t h e I S A b o n d d o c u m e nt ati o n. T h e y e x p e ct e d it t o g o li v e i m mi n e ntl y.  

1 3 6 1.  T h e L C F I S A b o n d w as l a u n c h e d at t h e b e gi n ni n g of D e c e m b er 2 0 1 7.  

1 3 6 2.  O n 4 D e c e m b er 2 0 1 7 Mr C ar el ess , Mr R uss ell -M ur p h y  a n d Ms V e n n a gr e e d t h at t h e 
L C F I S A b o n d w o ul d b e “ p ut t o p of B S R as a p ” . It w as r a n k e d first o n B S R at o n c e .  

1 3 6 3.  T h e L C F I S A b o n d w as a n i nst a nt  s al es s u c c ess . O n 4 D e c e m b er 2 0 1 7 , Mr  B al d o c k t ol d 
Mr C ar el ess  t h at t h e y h a d alr e a d y hit £ 1 milli o n i n a p pli c ati o ns f or D e c e m b er. O n 7 
D e c e m b er 2 0 1 7 , A ar o n of S ur g e  t ol d Ms B al d o c k t h at t h e y h a d r e c ei v e d al m ost £ 5 0 0, 0 0 0 
i nt o L C F’s p a y m e nt pr o c ess or, G C E N, i n a si n gl e d a y. S h e s ai d, “ H ol y s hit! ” . O n 8 
D e c e m b er 2 0 1 7  Ms B al d o c k s e nt a n e m ail u p d at e t o h er c oll e a g u es w hi c h b e g a n wit h t h e 
w or ds, “Is a Is a b a b y! ” S h e s ai d i n h er e m ail, “ [t]h e s c or es o n t h e d o ors aft er 5 d a ys ar e: 
A p pli c ati o ns i n 6 3 2 t ot alli n g £ 4, 8 1 6, 4 1 9. C as h i n at G c e n £ 3. 3 m … Wit h t h es e fi g ur es 
aft er o n e w e e k i m a gi n e w h at c a n b e a c hi e v e d b y hitti n g t h e li sts a n d b ei n g pr o a cti v e t hi s 
c o ul d m e a n a v er y ni c e p a ysli p i n J a n! ”  

1 3 6 4.  S ur g e assi st e d t h e L C F I S A b o n d s al es b y l a u n c hi n g t w o n e w c o m p aris o n w e bsit es: “ T h e 
I S A E x p erts”  a n d “ T h e S a vi n gs E x p erts ” . Mr B ar n ar d of S ur g e  e m ail e d his c oll e a g u es , 
i n cl u di n g Mr C ar el ess  a n d Mr R uss ell -M ur p h y , o n 1 J a n u ar y 2 0 1 8 , t o s a y t h at t h e y w o ul d 
b e g a m e c h a n g ers.  

1 3 6 5.  O n 1 J a n u ar y 2 0 1 8  Ms B al d o c k e m ail e d h er c oll e a g u es t o s a y t h at D e c e m b er 2 0 1 7 h a d 
b e e n a r e c or d m o nt h wit h t ot al c as h i n of m or e t h a n £ 7. 8 milli o n a n d t ot al a p pli c ati o ns 
of m or e t h a n £ 1 1 milli o n. A f e w d a ys l at er, s h e t ol d h er c oll e a g u es t h at t h er e h a d alr e a d y 
b e e n a m assi v e s t art t o 2 0 1 8, wit h c as h i n of m or e t h a n £ 2. 5 milli o n i n j ust a f e w d a ys. 
B y 2 1  J a n u ar y 2 0 1 8 , t h e c as h i n fi g ur e f or J a n u ar y 2 0 1 8 w as alr e a d y o v er £ 8 milli o n. It 
s e e m e d t h at J a n u ar y 2 0 1 8 w as g oi n g t o b e L C F’s str o n g est m o nt h e v er. O n 2 3  J a n u ar y 
2 0 1 8  Mr C ar el ess  e m ail e d Mr T h o ms o n s a yi n g, “I c a n n o w c o nfir m t h at t his m o nt h is 
y o ur b est y et, t h e I S A h as el e v at e d L C & F t o n e w h ei g ht s ” . O n  5  F e br u ar y 2 0 1 8  Ms 
B al d o c k e m ail e d h er c oll e a g u es a g ai n t o s a y t h at t h e y h a d fi nis h e d t h e m o nt h at £ 1 3 . 4 
milli o n  c as h i n.  
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1 3 6 6.  I n F e br u ar y 2 0 1 8 L C F g e n er at e d c as h i n of £ 9. 9 milli o n. I n M ar c h 2 0 1 8, t h er e w as c as h 
i n of £ 9. 4 milli o n i n t h e first t hr e e w e e ks.  

1 3 6 7.  I n A pril 2 0 1 8 , t ot al c as h i n w as £ 1 9. 3 milli o n .  

1 3 6 8.  L C F t h e n l a u n c h e d a n e w fi v e-y e ar b o n d. T h e first s al e of t hi s t o o k pl a c e i n e arl y J u n e 
2 0 1 8 . Mr C ar el ess  s ai d, “ B o o m!!! ” J u n e als o s a w si g nifi c a nt b o n d s al es.  

1 3 6 9.  I n J ul y 2 0 1 8 , t h er e w er e 9 0 2 n e w d e als t ot alli n g £ 1 2, 6 5 7, 9 0 4.  

1 3 7 0.  I n A u g ust 2 0 1 8 , t h er e w er e 8 9 5 n e w d e als t ot alli n g £ 1 2, 6 6 7, 4 0 0 .  

1 3 7 1.  S e pt e m b er a n d  O ct o b er  2 0 1 8 als o s a w s u bst a nti al s al es. Mr R uss ell -M ur p h y  t ol d Mr 
T h o ms o n o n 2 4  O ct o b er  2 0 1 8  t h at “t h e c o m pl et e d c as h i n fi g ur e f or t h e m o nt h will b e 
n e arl y d o u bl e c o m p ar e d t o t hi s ti m e l ast y e ar. W e’ v e c o m e a l o n g w a y, alt h o u g h 1 0 m i s 
o ur mi ni m u m t ar g et t h es e d a ys ”.  

1 3 7 2.  I n N o v e m b er  2 0 1 8 , s al es w er e £ 1 0. 5 milli o n.  

C o n c er ns b ef or e t h e l a u n c h of t h e I S A b o n d  

1 3 7 3.  R e v erti n g t o t h e p eri o d b ef or e t h e l a u n c h of t h e I S A b o n d, S ur g e h a d b e e n d o u btf ul a b o ut 
L C F’s a bilit y t o s ell s u c h a b o n d wit hi n t h e l e g al a n d r e g ul at or y fr a m e w or k.  

1 3 7 4.  T h er e w er e t w o r el e v a nt l e g al r ul es. First, t o q u alif y f or t a x -fr e e st at us u n d er R e g 8 A of 
t h e In di vi d u al S a vi n gs A c c o u nt  R e g ul ati o ns 1 9 9 8 / 1 8 7 0 ( “t h e I S A R e g ul ati o ns ”) t h e 
b o n ds h a d t o b e tr a nsf err a bl e . S e c o n d, a n y p ers o n iss ui n g tr a nsf er a bl e b o n ds f or a t ot al 
c o nsi d er ati o n of m or e t h a n € 8 milli o n o v er a p eri o d of 1 2 m o nt hs h a d t o p u bli s h a 
pr os p e ct us: s e e Arti cl es 2 a n d 3 of t h e Pr os p e ct us R e g ul ati o n 2 0 1 7/ 1 1 2 9.  

1 3 7 5.  T h e I S A b o n ds iss u e d b y L C F w er e n o n -tr a nsf er a bl e. T his w as m a d e cl e ar i n t er ms. T his 
all o w e d L C F t o a v oi d t h e n e e d f or a pr os p e ct us. H o w e v er,  it als o pr e v e nt e d t h e b o n ds 
fr o m h a vi n g t a x-fr e e st at us u n d er t h e I S A R e g ul ati o ns. S o , th e y c o ul d n ot a c c ur at el y b e 
d es cri b e d as I S A b o n ds. A n y r e pr es e nt ati o n t o t h e eff e ct t h at L C F’s I S A b o n ds e n a bl e d 
i n v est ors t o e ar n i nt er est o n a t a x-fr e e b asis w as t h er ef or e mi sl e a di n g .  

1 3 7 6.  L at er i n t h e hist or y, t hi s w as t h e r e as o n gi v e n b y t h e F C A i n t h e first s u p er vis or y n oti c e 
d at e d 1 0 D e c e m b er 2 0 1 8, r e q uiri n g L C F t o wit h dr a w t h e I S A b o n d: 

“I n or d er f or b o n ds t o b e q u alif yi n g i n v est m e nts f or a n 
i n n o v ati v e fi n a n c e I S A t h e y h a v e t o m e et c ert ai n c o n diti o ns, 
i n cl u di n g t h at t h e y ar e tr a nsf er a bl e ( R e g ul ati o n 8 A( 2) a n d ( 4) of 
t h e I n di vi d u al S a vi n gs A c c o u nt R e g ul ati o ns 1 9 9 8/ 1 8 7 0). L C F’s 
w e bsit e m a k e s cl e ar t h at it s B o n ds ar e n o n -tr a nsf er a bl e. It 
t h er ef or e a p p e ars t h at L C F’s B o n ds d o  n ot q u alif y t o b e h el d i n 
a n I S A a c c o u nt a n d t h at i n v est ors ar e b ei n g mi sl e d b y b ei n g t ol d 
t h e i nt er est t h e y e ar n will b e t a x fr e e ”. 

1 3 7 7.  R et ur ni n g t o t h e p eri o d b ef or e t h e l a u n c h of t h e I S A b o n ds, t h e d o c u m e nts s h o w t h at Mr 
C ar el ess , S ur g e , Mr R uss ell -M ur p h y  a n d Ms V e n n h a d s eri o us c o n c er ns t h at L C F’s I S A 
b o n ds w er e n ot eli gi bl e f or t a x -fr e e st at us a n d t h at t h e cl ai ms m a d e b y L C F ( a n d b y 
S ur g e ’s s al es t e a m o n L C F’s b e h alf) a b o ut “t a x fr e e ” st at us w er e u ntr u e.   
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1 3 7 8.  As alr e a d y n ot e d, o n 2 0  N o v e m b er  2 0 1 7  Mr R uss ell -M ur p h y  t ol d Mr C ar el ess , Ms V e n n  
a n d ot h ers t h at H M R C h a d a p pr o v e d L C F as a n I S A m a n a g er. Mr C ar el ess  s ai d, “ T h at is 
g o o d n e ws ”. Ms V e n n s ai d, “I’ m i m pr ess e d. Bl a c k m or e’s l a w y ers t ol d u s t h at it w as 
n e c ess ar y t o h a v e a r et ail pr os p e ct us b ut A n d y h as o b vi o usl y f o u n d a n ot h er r o ut e. Gr e at 
n e ws! ”  

1 3 7 9.  O n 2 1  N o v e m b er  2 0 1 7 Mr T h o ms o n  e m ail e d Mr C ar el ess , Ms V e n n , Ms  B al d o c k a n d 
ot h ers t o s a y, “ S e e b el o w fr o m H M R C, a n ot h er c h a pt er i n L C F f u n dr aisi n g is b e gi n ni n g ” . 
Mr C ar el ess  s ai d, “ Brilli a nt n e ws ”.  

1 3 8 0.  Ms V e n n as k e d Mr H uis a m e n h o w L C F h a d m a n a g e d t o a v oi d t h e r e q uir e m e nt f or a 
pr os p e ct us. H e t ol d h er t h at L C F’s I S A b o n d w as n ot tr a nsf er a bl e a n d t h at t h e 
r e q uir e m e nt f or a pr os p e ct us di d n ot a p pl y.  

1 3 8 1.  Ms V e n n k n e w t h at Mr R o g er Bl e ars of R W Bl e ars L L P h a d b e e n a d visi n g Bl a c k m or e 
a b o ut a r et ail pr os p e ct us. S h e l o o k e d b a c k at h er n ot es of h er dis c ussi o ns wit h Mr Bl e ars 
a n d f o u n d t h at b o n ds m ust b e tr a nsf er a bl e t o b e t a x -fr e e u n d er R e g. 8 A( 4)  of t h e I S A 
R e g ul ati o ns . Ms V e n n s p o k e t o Mr Bl e ars a b o ut t his . H e r e p e at e d t h at a b o n d h a d t o b e 
tr a nsf err a bl e t o q u alif y f or t a x-fr e e st at us u n d er t h e I S A R e g ul ati o ns 1 9 9 8.  

1 3 8 2.  Ms V e n n e m ail e d Mr H uis a m e n o n 1 D e c e m b er 2 0 1 7 , s a yi n g, 

“ W h e n y o u m e nti o n e d t h at t h e b o n ds ar e n ot tr a nsf er a bl e a n d 
t hi s is h o w y o u h a v e b e e n a bl e t o off er £ 5 0 m a n d n ot j ust u p t o 
t h e s. 2 1 e x e m pti o n of E U R 5 m; I j ust l o o k e d b a c k at m y n ot es 
t o d o u bl e c h e c k a n d I f o u n d t h at o ur s oli cit or h a d gi v e n us 
c o ntr a di ct or y a d vi c e: I S A R e g ul ati o ns 8 A( 4 a) st at e t h at b o n ds 
m ust b e tr a nsf er a bl e t o b e off er e d as a n I F I S A. T h e o nl y 
e x e m pti o n b ei n g t o iss u e  u n d er t h e E U R 5 m e x e m pti o n. I h a v e 
j ust g ot off t h e p h o n e t o R o g er Bl e ars w h o h as b e e n a d visi n g 
Bl a c k m or e o n t h eir r et ail pr os p e ct us t o d o u bl e c h e c k m y 
u n d erst a n di n g a n d h e w a s a d a m a nt t h at t hi s is t h e c as e. I t h o u g ht 
I s h o ul d l et y o u k n o w … ” 

1 3 8 3.  Ms H uis a m e n dis a gr e e d wit h t hi s i n a n e m ail o n 1 D e c e m b er 2 0 1 7 (c c. Mr T h o ms o n ). 
H e q u ot e d a diff er e nt r ul e a n d i g n or e d R e g . 8 of t h e I S A R e g ul ati o ns.  

1 3 8 4.  Ms V e n n n oti c e d t hi s o v ersi g ht. S h e e m ail e d Ms B al d o c k, Mr C ar el ess  a n d Mr R uss ell -
M ur p h y . S h e s e nt t h e e arli er e x c h a n g e wit h Mr H uis a m e n a n d s ai d ,  

“ K o b us is r e all y sti c ki n g t o t his ( str a n g el y  citi n g a diff er e nt r ul e 
t h a n t h e o n e I s h ar e d wit h hi m). I c o ul d q u ot e t h e l e gisl ati o n b a c k 
at hi m e x pl ai ni n g w h y ( as 3 s e p ar at e s oli cit ors e x pl ai n e d t o m e) 
h e is n’t e x e m pt fr o m t h e E U R 5 m li mit. H o w e v er, it’s n ot 
a p pr o pri at e f or m e t o p us h it a n d ulti m at el y w e di d o ur j o b b y 
d o u bl e c h e c ki n g.  

S o as dir e ct e d b y K o b u s a n d A n d y w e d o h a v e a £ 5 0 m li mit 
w hi c h is r e all y f a nt asti c n e ws. Is t h er e a ris k t h at t his c a us e a bi g 
iss u e d o w n t h e li n e h a vi n g t o r e p a y b o n d h ol d ers o v er t h e E U R 
5 m a n d p ossi bl y h a vi n g t o writ e t o all t o e x pl ai n ? P ossi bl y b ut I 
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s us p e ct t hi s ris k is l o w b e c a us e h e is n e arl y r e a d y wit h his r et ail 
pr os p e ct us a n d o n c e h e s u b mit s t h at i n t w o m o nt hs’ ti m e h e 
c o ul d h a v e a n e w I S A off eri n g a n y w a y ”.  

1 3 8 5.  Mr C ar el ess  s ai d, “It’s gr e at n e ws! ” Ms V e n n r e pli e d, “[ y]es i n a str a n g e w a y t hi s is 
f a nt asti c n e ws! ” 

1 3 8 6.  O n t h e s a m e d a y, 1 D e c e m b er 2 0 1 7, Ms B al d o c k dr aft e d a n e m ail a b o ut t h e L C F I S A 
b o n d t o b e s e nt t o e xisti n g L C F b o n d h ol d ers. As w ell as st ati n g t h at t h e I S A b o n ds w er e 
t a x fr e e, t h e dr aft e m ail s ai d, “ [ p]l e as e b e a w ar e t h at t hi s i niti al off er is li mit e d t o £ 5 0 
milli o n t ot al i n v est m e nt a n d w e’r e e x p e cti n g a hi g h d e m a n d ” . H e n c e L C F pr o m ot e d t h e 
I S A b o n ds d es pit e h a vi n g n o a ns w er t o t h e c o n c er n a b o ut R e g. 8 A( 4)  a n d t h e l a c k of a n y 
a ns w er t o it .  

1 3 8 7.  Mr R uss ell -M ur p h y  as k e d Ms B al d o c k, “Is n’t t h e li mit 5 m n ot 5 0 o n t his o n e ? ” Mr 
R uss ell -M ur p h y  t h e n s a w a n ot h er v ersi o n r ef erri n g t o “ £ 5 0 milli o n t ot al i n v est m e nt ” a n d 
s ai d t o Ms B al d o c k , “ A g ai n, 5 m r ais e ”.  

1 3 8 8.  Ms B al d o c k r es p o n d e d t o Mr R uss ell -M ur p h y , s a yi n g, “ All b e e n c h e c k e d o ut wit h K o b us 
a n d q u esti o n e d b y K err y a n d a p p ar e ntl y t hi s is c orr e ct. J ust as w ell as t h e p h o n es h a v e 
b e e n ri n gi n g off t h e h o o k si n c e 1 0 a m! ” Mr R uss ell -M ur p h y  r e pli e d, “ T h e y’ v e g ot it 
wr o n g, y o u h a v e t o i ss u e a f ull pr os p e ct us t o d o 5 0 m. W h at d o es t h e I M s a y ? ”  

1 3 8 9.  Ms B al d o c k pr o vi d e d Mr R uss ell -M ur p h y  wit h t h e e m ail c h ai n c o nt ai ni n g t h e e x c h a n g es 
b et w e e n Ms V e n n  a n d Mr H uis a m e n . Mr R uss ell -M ur p h y  r es p o n d e d, “ T h a n ks j o, it’s 
t h er e [si c] pr o bl e m ”. Ms  B al d o c k r e pli e d, “ E x a ctl y, w e h a v e e vi d e n c e d t h at w e h a v e 
c h all e n g e d it t h at’s all w e c a n d o ”.  

1 3 9 0.  H e n c e , Ms V e n n, Mr R uss ell -M ur p h y  a n d Mr C ar el ess  k n e w t h at t h er e w er e s eri o us 
q u esti o ns a b o ut t h e t a x -fr e e st at us of t h e I S A B o n ds. T h e y k n e w t h at t h e l a w y ers 
i nstr u ct e d b y Bl a c k m or e h a d e x pl ai n e d t h at t h e I S A R e g ul ati o ns r e q uir e d s u c h b o n ds t o 
b e tr a nsf err a bl e a n d t h at L C F’s o n es w er e n ot.  R e g. 8 A ( 4) w as cl e ar i n r e q uiri n g t hi s; 
t h er e w as n o a m bi g uit y i n it . T h e y k n e w t h at Ms V e n n h a d s p e cifi c all y hi g hli g ht e d t his 
pr o visi o n  t o L C F. T h e y k n e w t h at L C F h a d n ot a d dr ess e d it. T h eir r es p o n s e w as t o s a y 
t h at t his w as L C F’s pr o bl e m a n d t h at t h e y h a d d o n e e n o u g h.  

1 3 9 1.  I fi n d t h at Ms V e n n, Mr R uss ell -M ur p h y  a n d Mr C ar el ess  k n e w t h at L C F h a d n ot 
pr o p erl y a ns w er e d t h eir c o n c er ns a b o ut R e g 8 A( 4), b ut t h at t h e y w er e a n xi o us t o b e n efit 
fr o m s elli n g t h e I S A B o n ds t h e y di d n ot p urs u e t h e p oi nt. T h e y t h o u g ht t h at t h e y w o ul d 
b e a bl e t o s a y t h at it w as n o w L C F’s pr o bl e m if a n yt hi n g w e nt wr o n g ; a n d w o ul d b e a bl e 
t o e vi d e n c e t h e c h all e n g e t h e y h a d m a d e.  

1 3 9 2.  Ms V e n n w as cl e arl y n ot a ct u all y s ati sfi e d wit h L C F’s a ns w er . S h e c h e c k e d  t h e p oi nt 
wit h a s oli cit or c all e d M ar k H oll er a n, w h o d e ci d e d t o c o ns ult M r Bl e ars. O n 1 0  
D e c e m b er 2 0 1 7 , Mr Bl e ars r e pli e d:  

“ T h er e ar e t w o off ers: ( 1) N o n -tr a nsf er a bl e s e c uriti es –  s eri es 1 
I S A, 3-y e ar 8 % B o n ds; a n d ( 2) N o n -tr a nsf er a bl e s e c uriti es –  
s eri es 2 I S A, 2 -y e ar 6. 5 % B o n ds  
B ot h I Ms h a v e b e e n a p pr o v e d as fi n a n ci al pr o m oti o ns p urs u a nt 
t o s e cti o n 2 1 F S M A. T h e t ar g et r ais e is £ 5 0 milli o n i n e a c h c as e. 
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T h e y ar e n ot pr os p e ct us e s. T h er e is n o n e e d t h at t h e y s h o ul d b e 
b e c a us e t h e b o n ds b ei n g iss u e d ar e n ot tr a nsf er a bl e a n d t h e 
Pr os p e ct us R ul es o nl y a p pl y t o tr a nsf er a bl e s e c uriti es.  
O n p a g e 7 of e a c h I M t h er e is a st at e m e nt t h at i n v est ors ar e a bl e 
t o h ol d t h e B o n ds i n a L C & F i n n o v ati v e Fi n a n c e I S A. H o w e v er, 
t h e I S A R e g ul ati o ns pr o vi d e t h at d e b e nt ur es (i. e. b o n ds) m a y 
o nl y b e h el d i n a n i n n o v ati v e I S A a c c o u nt if t h e c o n diti o ns i n 
R e g ul ati o n 8 A( 4) ar e m et a n d t h e first c o n diti o n is t h at t h e 
d e b e nt ur e is a tr a nsf er a bl e s e c urit y. S e e p a g e 5 4 o n t h e att a c h e d 
d o c u m e nt w hi c h is a c o n s oli d at e d v ersi o n of t h e I S A r e gs w hi c h 
I pri nt e d off i n A pril w h e n w e w er e first i nstr u ct e d. 
J a k e is t h e I S A e x p ert a n d s o i n c as e t h er e h as b e e n a r e c e nt 
a m e n d m e nt t o t h e I S A r e gs w hi c h e n a bl es b o n ds t o b e h el d i n a n 
I FI S A a c c o u nt e v e n w h er e t h e y ar e n ot tr a nsf er a bl e I a m c o p yi n g 
J a k e i nt o t hi s e m ail wit h t h e r e q u est t h at h e c o nfir ms w h et h er or 
n ot h e k n o ws of a n y r ul e c h a n g e w hi c h dis p e ns es wit h t h e n e e d 
f or I FI S A b o n ds t o b e tr a nsf er a bl e. 
T his t a x p oi nt asi d e, if I FI S A b o n ds ar e tr a nsf er a bl e t h e n a 
c o m p a n y c a n iss u e u p t o € 5 milli o n i n a n y r olli n g p eri o d of 1 2 
m o nt hs wit h o ut t h e n e e d t o p u blis h a pr os p e ct us.  
I h a v e c o nfir m e d t hi s a d vi c e t o K err y o n s e v er al o c c asi o ns i n t h e 
l ast f e w w e e ks. If L C & F ar e d oi n g s o m et hi n g cl e v er w hi c h w e 
h a v e mi ss e d t h e n w e s h o ul d l e ar n w h at it is a n d c o p y t h e m. I 
h a v e n ot as y et r e a d t h e I Ms fr o m c o v er t o c o v er. If y o u w o ul d 
li k e me t o d o s o I gl a dl y will b ut I t hi n k t hi s pr eli mi n ar y p oi nt 
n e e ds t o b e a d dr ess e d fir st.  
J a k e, pl e as e c a n y o u o pi n e o n t h e I S A r e gs ”.  

1 3 9 3.  O n 1 1  D e c e m b er 2 0 1 7  Mr J a k e W o m b w ell -P o v e y s e nt a n e m ail t o Mr H oll er a n a n d Mr 
Bl e ars t o c o nfir m t h at it w as n e c ess ar y f or t h e b o n ds t o b e tr a nsf err a bl e. H e a d d e d:  

“I n eli gi bl e s e c uriti es b ei n g h el d wit hi n a n I S A c a n r es ult i n t h e 
I S A m a n a g er r e c ei vi n g p e n alti es, a n d t h e t a x s a v e d b ei n g 
c h ar g e d t o t h e I S A m a n a g er; t h e a g gr e g at e of t h es e c a n cr e at e a 
l ar g e p ot e nti al li a bilit y f or t h e I S A m a n a g er ”. 

1 3 9 4.  T his a d vi c e w as u n e q ui v o c al. T h e e m ail als o s h o w e d t h at t h er e c o ul d b e l ar g e p ot e nti al 
li a biliti es f or L C F. 

1 3 9 5.  Mr H oll er a n f or w ar d e d t h e e m ail c h ai n t o Ms V e n n , e x pl ai ni n g t h at “t h e b o n ds ar e cl e arl y 
st at e d i n t h e I M o n p a g e 2 t o b e n o n -tr a nsf err a bl e w hi c h b ot h J a k e a n d R o g er ar e t elli n g 
us is n ot all o w e d f or I S A s ” .  

1 3 9 6.  Ms V e n n t ol d Mr H oll er a n t h at L e wis Sil ki n h a d b e e n a d visi n g L C F i n c o n n e cti o n wit h 
L C F’s I S A b o n ds. S h e s ai d, “ P er h a ps L C F h a v e g ot t hi s wr o n g b ut t his s ur pris es m e 
b e c a us e L e wis Sil ki n ar e a gr e at fir m ”. M ar k H oll er a n c o m m e nt e d ( c c. Ms V e n n ) t h at 
L e wis Sil ki n w er e “ n ot s p e ci alist s i n t his ar e a ”.  

1 3 9 7.  Mr H oll er a n f or w ar d e d Ms V e n n ’s e m ail t o Mr Bl e ars, w h o r e pli e d ( c c. Ms V e n n ), “t h e 
r e alit y is t h at L C & F m a y si m pl y h a v e mi ss e d t h e p oi nt a b o ut tr a nsf er a bilit y u n d er t h e 
I FI S A R e gs … I a m i n cli n e d t o t hi n k L C & F h a v e si m pl y mi ss e d t h e p oi nt o n 
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tr a nsf er a bilit y a n d/ or t h at t h eir off er d o c u m e nts ar e a s h a m att e m pt t o si d est e p t h e 
pr os p e ct us dir e cti v e ”. M r H oll er a n a gr e e d, a d di n g i n a m ess a g e t o Mr  M c Cr e es h, “I 
r e all y d o t hi n k t h at t h e y h a v e mi ss e d t h e p oi nt h er e ”. Mr H oll er a n  f or w ar d e d t hi s e m ail 
c h ai n t o Ms V e n n . 

1 3 9 8.  O n 2 0  F e br u ar y 2 0 1 8  M s V e n n  r ais e d t h e p oi nt a g ai n wit h Mr H uis a m e n , w h o t ol d h er 
(c c. Mr T h o ms o n  a n d Mr C ar el ess ), “[ w]e d o n't n e e d a pr os p e ct us, b e c a us e o ur s e c uriti es 
ar e n ot tr a nsf er a bl e … T h e I S A is o nl y a t a x br e a k o n t o p of t h e u n d erl yi n g s e c urit y. T h e 
I S A is n ot t h e s e c urit y a n d d o es n ot h a v e a n y b e ari n g o n t h e str u ct ur e of t h e u n d erl yi n g 
s e c urit y ” .  

1 3 9 9.  Ms V e n n w as n ot s ati sfi e d wit h t hi s r es p o ns e . Sh e c h e c k e d t h e p oi nt a g ai n wit h Mr 
Bl e ars, w h o c o nfir m e d his a d vi c e, e x pl ai ni n g o n 2 0  F e br u ar y 2 0 1 8 : “ L C F s e e m t o b e 
s elli n g n o n -tr a nsf er a bl e b o n ds i n or d er t o a v oi d t h e pr os p e ct us dir e cti v e a n d y et cl ai mi n g 
t h e y q u alif y f or h ol di n g i n a n I FI S A n ot wit hst a n di n g t h at I FI S A eli gi bilit y r e q uir es b o n ds 
t o b e tr a nsf er a bl e!! ”  

1 4 0 0.  Mr Bl e ars s u g g est e d b y e m ail of 2 0  F e br u ar y 2 0 1 8  t h at Ms V e n n  s h o ul d e m ail Mr 
H uis a m e n s a yi n g , 

“ L C F s e e m t o b e s elli n g n o n -tr a nsf err a bl e b o n ds i n or d er t o 
a v oi d t h e pr os p e ct us dir e cti v e a n d y et cl ai mi n g t h e y q u alif y f or 
h ol di n g i n a n I FI S A n ot wit hst a n di n g t h at I FI S A eli gi bilit y 
r e q uir es b o n ds t o b e tr a n sf err a bl e. T h er e a p p e ars t o b e a s eri o us 
pr o bl e m h er e.  Pl e as e c a n y o u as k y o ur l a w y ers t o writ e t o us 
pr o vi di n g cl e ar a d vi c e. ”  

1 4 0 1.  Ms V e n n f or w ar d e d t hi s t o Mr C ar el ess  a n d Mr R u ss ell -M ur p h y  a n d s ai d t h at s h e w a nt e d 
t o di s c uss it wit h t h e m. T h er e is n o r e c or d of t h eir dis c ussi o n.  

1 4 0 2.  T h er e is n o r e c or d of Ms V e n n s e n di n g a n e m ail t o Mr H uis a m e n as Mr Bl e ars h a d 
s u g g est e d. I fi n d t h at Mr C ar el ess pr o b a bl y d e ci d e d n ot t o p urs u e t h e iss u e f urt h er. 

1 4 0 3.  I nst e a d, S ur g e ’s s al es t e a m  c o nti n u e d  selli n g  t h e L C F I S A b o n d t o m e m b ers of t h e p u bli c 
i n l ar g e n u m b ers. A m aj or s elli n g p oi nt w as t h at i nt er est p ai d b y L C F t o b o n d h ol d ers 
w o ul d b e t a x fr e e.  

1 4 0 4.  I fi n d t h at Mr C ar el ess , Mr R uss ell -M ur p h y  a n d Ms V e n n  all o w e d S ur g e  t o c o nti n u e t o 
s ell t h e L C F I S A b o n d  k n o wi n g t h at t h er e w as ( at l e ast) a s eri o us ris k t h at it di d n ot 
q u alif y f or t a x -fr e e st at u s. T h e y o bt ai n e d u n e q ui v o c al a d vi c e  a b o ut a n u n a m bi g u o us 
st at ut or y r e q uir e m e nt. T h e pr o bl e m w as n ot a diffi c ult or es ot eri c o n e: it w as a b asi c 
c o n diti o n of I S A st at us t h at t h e b o n ds w er e tr a nsf err a bl e.  Mr C ar el ess, Mr R uss ell -
M ur p h y a n d Ms V e n n p ositi v el y dis b eli e v e d  w h at L C F h a d t ol d t h e m a b o ut t h e t a x 
tr e at m e nt of t h e b o n ds. T h e y als o k n e w t h at t h e p ot e nti al c o ns e q u e n c es w er e s eri o us  as 
it w o ul d m e a n t h at L C F w as g uilt y of s eri o us mi s-s elli n g : b o n d h ol d ers w o ul d b e li a bl e 
f or t a x t h e y h a d ass u m e d t h e y w o ul d n ot h a v e t o p a y. S ur g e als o r e c ei v e d a d vi c e t h at it 
s h o ul d r e q uir e a n o pi ni o n fr o m L C F’s l a w y ers s p e cifi c all y a d dr essi n g t h e p oi nt a b o ut 
tr a nsf er a bilit y a n d t h e y di d n ot p urs u e t hi s.  

1 4 0 5.  As e x pl ai n e d a b o v e , S ur g e st o o d t o r e c ei v e l ar g e c o m m er ci al r e w ar ds fr o m s elli n g t h e 
I S A b o n ds a n d Mr C ar el e ss, Mr R uss ell -M ur p h y a n d Ms V e n n t h o u g ht t h at r es p o nsi bilit y 
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w o ul d r est wit h L C F if t hi n gs w e nt wr o n g. T h e y als o t h o u g ht if t hi n gs t ur n e d o ut b a dl y 
f or L C F, t h e y c o ul d s h o w t h at t h e y h a d c h all e n g e d  L C F , a n d t h e y t h o u g ht t hi s w o ul d 
i ns ul at e t h e m fr o m r es p o nsi bilit y.  

1 4 0 6.  S ur g e w as  n ot  p assi v e l y st a n di n g b y . Its s al es t e a m e nt h usi asti c all y m ar k et e d t h e I S A 
b o n ds  a n d m a d e m u c h of t h eir t a x -fr e e st at us. 

W est mi nst er C or p or at e Fi n a n c e  

1 4 0 7.  I n l at e 2 0 1 7 Mr C ar el ess , Mr R uss ell -M ur p h y , Ms V e n n a n d  Ms  B al d o c k w er e i n v ol v e d 
i n dis c ussi o ns a b o ut a n ot h er p ot e nti al f u n d r aisi n g pr oj e ct i n v ol vi n g Mr H u m e -K e n d all  
a n d Mr G ol di n g , w hi c h c a m e t o b e k n o w n t o t h e p arti es as “ L C F 2 ”.  

1 4 0 8.  Mr C ar el ess  a c c e pt e d i n his e vi d e n c e t h at t h es e dis c ussi o ns c a m e a b o ut b e c a us e of 
c o n c er ns t h at L C F mi g ht b e s h ut d o w n b y t h e r e g ul at or or mi g ht b e c o m e i ns ol v e nt . H e 
s ai d t h at h e h a d t h at c o n c er n b e c a us e h e w as c y ni c al a b o ut all s u c h mi ni -b o n d pr o d u cts  
a n d t h at t h e y w a nt e d t o h a v e a b a c k -u p b o n d o p er ati o n r e a d y a n d w aiti n g t o s e a ml essl y 
r e pl a c e L C F if t h at h a p p e n e d. T his w o ul d e ns ur e t h at t h e fl o w of m o n e y  t o Mr H u m e -
K e n d all , Mr G ol di n g  a n d S ur g e  w o ul d n ot b e i nt err u pt e d. L C F 2 w as , i n s h ort, t o b e a 
b a c k -u p mi ni -b o n d . 

1 4 0 9.  Mr H u m e -K e n d all  a n d Mr G ol di n g  i n c or p or at e d a n e w c o m p a n y, C o u ntr y wi d e 
C or p or at e Fi n a n c e pl c , o n  9  N o v e m b er  2 0 1 7 . Mr P a ul S a y ers w as a p p oi nt e d as a dir e ct or. 
I n mi d-N o v e m b er  2 0 1 7 Mr C ar el ess  a n d Mr R u ss ell -M ur p h y  h a d a m e eti n g wit h Mr 
H u m e -K e n d all  a n d Mr G ol di n g  t o dis c uss t hi s pr oj e ct. Mr R uss ell -M ur p h y  t y p e d u p his 
n ot es of t h e m e eti n g a n d s e nt t h e m t o Mr C ar el ess  o n 2 4  N o v e m b er  2 0 1 7 .  

1 4 1 0.  Mr R uss ell -M ur p h y  s ai d i n t h e n ot es t h at “ C C F will b e a b a c k -u p i n t h e e v e nt of L C F 
h a vi n g a n y iss u es i n t h e f ut ur e ” . Mr R uss ell -M ur p h y  als o m e nti o n e d t h at h e w as n ot 
c o n vi n c e d a b o ut  t h e n a m e “ C o u ntr y wi d e ”  a n d t h o u g ht t h at t h e y c o ul d d o b ett er. H e als o 
s ai d t h at t h e w e bsit e s h o ul d l e a d t o a c or p or at e l e n di n g sit e.  

1 4 1 1.  O n 1 1  D e c e m b er 2 0 1 7  Mr R uss ell -M ur p h y  a n d Mr H u m e -K e n d all  s p o k e s e v er al ti m es 
a b o ut L C F 2 . Mr R uss ell -M ur p h y  r e p ort e d t hi s t o Mr C ar el ess . Mr R uss ell -M ur p h y  als o 
t ol d Mr C ar el ess  t h at h e w as r es e ar c hi n g v ari o us c or p or at e l e n d ers o nli n e t o g et a f e el of 
t h e c o nt e nt a n d l o o k of w h at t h e y w er e d oi n g.  H e s ai d t h at Mr G ol di n g  w as m e eti n g Mr 
T h o ms o n  t h at aft er n o o n a n d was g oi n g t o b e i n t o u c h aft er w ar ds t o l et t h e m k n o w h o w 
Mr T h o ms o n  r es p o n d e d.  

1 4 1 2.  Mr T h o ms o n  w as n ot g oi n g t o b e p art of L C F 2. It w as pr o p os e d t h at Mr C ar el ess ’s 
f or m er c oll e a g u e, Mr T o v ell, w o ul d l e a d t h e n e w o p er ati o n. Mr C ar el ess ’s m e eti n g n ot es 
of  2  J a n u ar y 2 0 1 8  st at e d: “ L C F 2 ( c urr e ntl y C o u ntr y wi d e C or p or at e Fi n a n c e) i n 
d e v el o p m e nt wit h Mi k e pr o p os e d t o h e a d u p. N e w n a m e r e q uir e d t o r e pl a c e 
C o u ntr y wi d e ”.  

1 4 1 3.  O n  9  J a n u ar y 2 0 1 8  Mr R uss ell -M ur p h y  a n d Mr G ol di n g  dis c uss e d t h e c h oi c e of n a m e 
a n d t h e f a ct t h at Mr T h o ms o n  w o ul d n ot b e i n v ol v ed . Mr R uss ell -M ur p h y  r e p ort e d b a c k 
t o Mr C ar el ess  a n d Ms V e n n  aft er w ar ds , 

“I m et S p e n c er e arli er b ut u nf ort u n at el y Si m o n H K w as n’t 
a v ail a bl e. S p e n c er s ai d h e w as n ot b ot h er e d a b o ut t h e n a m e 
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‘ C o u ntr y wi d e’ a n d s ai d w e c a n r e br a n d t h e c o m p a n y a n y w a y w e 
li k e. H e als o s ai d it m a k es s e ns e t o h a v e a cl e ar di vi d e b et w e e n 
t h e n e w c o a n d L C F, wit h t hi s i n mi n d w e will n ot b e usi n g A n d y 
t o [a p pr o v e] t h e m ar k eti n g m at eri al …  

H e w as n ot a w ar e of a b usi n ess pl a n f or t h e n e w c o m p a n y a n d 
s u g g est e d I c all Si m o n i n t h e m or ni n g w hi c h I will d o. I s us p e ct 
t h er e is n o pl a n i n pl a c e a n d w e will n e e d t o b uil d t hi s fr o m 
s cr at c h. I will s e n d a n ot h er e m ail o n c e I h a v e s p o k e n wit h 
Si m o n ”.  

1 4 1 4.  Aft er t h at , t h er e w as s o m e dis c ussi o n a b o ut usi n g t h e n a m e P ortl a n d C or p or at e Fi n a n c e 
pl c . Ulti m at el y, t h e n a m e W est mi nst er C or p or at e Fi n a n c e pl c ( “ W C F ”) w a s c h os e n . O n 
2 1 J a n u ar y 2 0 1 8 Mr C ar el ess  c o m m e nt e d, “I l o v e t h e n e w n a m e ”; “ It’s p erf e ct!!! ”  

1 4 1 5.  T h er e w as c o nti n ui n g dis c ussi o n a b o ut w h o s h o ul d b e c o m e t h e C E O of t he  n e w 
c o m p a n y. T h er e w as i niti all y a dis c ussi o n a b o ut usi n g Mr N eil H arris  or Mr J o h n 
L utt erl o c h . O n 2 9  J a n u ar y 2 0 1 8  Ms V e n n s u g g e st e d t o Mr C ar el ess  a n d Mr R uss ell -
M ur p h y  t h at a m a n c all e d D a v e W o o d c o c k w o ul d b e a g o o d c h oi c e, a d di n g, “I b eli e v e 
h e h as t h e b all s f or t h e ri s ks i n v ol v e d ” .  

1 4 1 6.  Mr R uss ell -M ur p h y  r e pli e d t o Ms V e n n (c c. Mr C ar el ess ), “ T h a n ks K err y b ut t h e y w o n’t 
a gr e e. T h e y w a nt t h eir o w n m a n, s o f u n ds g et utili s e d t h eir w a y ”. Mr C ar el ess  a gr e e d, 
s a yi n g, “ Y es, pr e cis el y w h at J o h n s a ys ” . Mr R u ss ell -M ur p h y  r eit er at e d t o Ms V e n n , 
“ T h e y w o n’t a gr e e, will e x pl ai n w h y f a c e t o f a c e ”.  

1 4 1 7.  Mr C ar el ess  at first d e ni e d i n hi s or al e vi d e n c e t h at t h e n e w c o m p a n y, W est mi nst er, w as 
g oi n g t o b e r aisi n g f u n ds f or Mr H u m e -K e n d all  a n d Mr G ol di n g  b ut ulti m at el y a c c e pt e d 
t h at it w as p ossi bl e t h at h e di d k n o w t h at t hi s w a s t h e c as e. I fi n d t h at Mr C ar el ess  a n d 
Mr R uss ell -M ur p h y  i n d e e d k n e w t h at Mr H u m e -K e n d all  a n d Mr G ol di n g  w o ul d i nsi st 
o n c h o osi n g t h e m a n a g e m e nt of W est mi nst er s o t h at t h e y c o ul d e ns ur e t h at t h e f u n ds 
w er e us e d  as t h e y w a nt e d .  

1 4 1 8.  Mr R uss ell -M ur p h y ’s e m ail s h o ws a c o n c er n n ot t o s a y a n y m or e i n writi n g.  Mr C ar el ess  
s h ar e d t hi s c o n c er n, a d di n g, “ [ c]a n w e st o p t h e e m aili n g a n d dis c uss i n t h e m or ni n g 
pl e as e ” . Mr C ar el ess  di d n ot a c c e pt i n or al e vi d e n c e t h at h e w as c o n c er n e d a b o ut t h er e 
b ei n g a writt e n r e c or d of Mr R uss ell -M ur p h y ’s c o m m e nts, b ut h e w as u n a bl e ot h er wis e 
t o a c c o u nt f or t hi s. H e s ai d it w as b e c a us e t h e e m ail w as at 1 7: 1 5 a n d h e w a nt e d a q ui et 
ni g ht. T h at w as n ot cr e di bl e . T h er e ar e c o u ntl ess e m ails s h o wi n g Mr C ar el ess  w or ki n g 
v er y l o n g h o urs a n d m a n y e m ails w h er e h e ur g e d ot h ers t o d o t h e s a m e. I fi n d t h at h e 
as k e d t o “st o p t h e e m aili n g ”  b e c a us e h e di d n ot w a nt t h er e t o b e a p a p er tr ail s h o wi n g 
h o w Mr H u m e -K e n d all  a n d Mr G ol di n g  i nt e n d e d t o us e W est mi nst er as a f u n d -r aisi n g 
v e hi cl e f or t h eir b usi n ess es . 

1 4 1 9.  O n  8  F e br u ar y 2 0 1 8  Mr C ar el ess  s e nt a n e m ail st ati n g, “ W est mi nst er: T his n e e d [s] s etti n g 
u p q ui c kl y a n d h ol di n g i n r es er v e a b a c k u p t o L C F ” . M s B al d o c k s ai d s h e w o ul d h el p . 
Mr C ar el ess  t h o u g ht t h at s etti n g u p WC F  as a b a c k u p w as ur g e nt; h e t h o u g ht b y t hi s st a g e 
t h at t h er e w as a r e al pr os p e ct of L C F f aili n g.  

1 4 2 0.  T h er e w as als o s o m e c o n c er n a b o ut usi n g Mr S a y ers as a dir e ct or of t h e n e w c o m p a n y. 
H e h a d pr e vi o usl y b e e n a dir e ct or of L C F. T his c o n n e cti o n w as n ot i d e al. Mr R uss ell -
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M ur p h y  s ai d t o M s V e n n o n 1 F e b r u ar y 2 01 8 , “[ h]ol d off o n i n cl u di n g P a ul S a y ers, I 
d o n’t w a nt t o us e hi m as h e w as n ot e d as a dir e ct or wit h L C F. I will s p e a k wit h Si m o n 
r e g ar di n g t his ”.  

1 4 2 1.  T h e y als o w a nt e d t o a v oi d  m e nti o ni n g Mr G ol di n g ’s n a m e i n t he c o nt e xt  of W C F . O n 1 6 
F e br u ar y 2 0 1 8  Mr R uss ell -M ur p h y  e m ail e d Mr C ar el ess  a n d Ms V e n n  wit h t h e s u bj e ct 
“ W C F ” t o s a y, “ Si m o n h as c all e d r e g ar di n g t h e m e eti n g o n T u es d a y, h e s ai d c a n w e n ot 
m e nti o n S G t o a n y of t h e b o ar d m e m b ers, his n a m e will n ot b e i n v ol v e d i n t h e c o m p a n y ” . 
H e als o e x pl ai n e d t h at Mr H u m e -K e n d all  h a d t ol d Mr R uss ell -M ur p h y  t h at o n e of L C F’s 
b orr o w ers, Pri m e R D L, h a d b e e n “ b u yi n g ass ets fr o m Si m o n/ S p e n c er’s c o m p a n y ”.  

F urt h er p osts o n t h e M S E f or u m  
 
1 4 2 2.  O n 1 4 F e br u ar y 2 0 1 8 t h er e w as a n ot h er p ost a b o ut L C F a n d S ur g e  o n t h e M S E f or u m . 

T his i n cl u d e d t h e f oll o wi n g : 
  

“I m e nti o n e d S ur g e Fi n a n ci al Lt d i n a n e arli er L o n d o n C a pit al 
a n d Fi n a n c e p ost a b o v e. T his c o m p a n y is r es p o nsi bl e f or t h e 
m ar k eti n g a n d a d mi nistr ati o n of t h e L C & F mi ni -b o n d 
i n v est m e nt. It m a ns t h e L C & F 0 8 0 0 n u m b er. A c c or di n g t o 
C o m p a ni es H o us e A n n u al R et ur n, S ur g e h as t w o offi c ers, P a ul 
C ar el ess a n d K err y J a n e Gr a h a m. T h e c o m p a n y h as o n a v er a g e 
1 0 -1 5 e m pl o y e es a c c or di n g t o Li n k e dI n, alt h o u g h m or e t h a n t hi s 
n u m b er is s ai d t o b e i n v ol v e d wit h L C & F. S ur g e, b as e d i n 
Bri g ht o n, h as b e e n i n e xist e n c e f or t hr e e y e a rs a n d a c c or di n g t o 
C o m p a ni es H o us e A n n u al A c c o u nts h as m a d e i n t h e l ast 
fi n a n ci al y e ar m ost of t h e 1. 5 milli o n p o u n ds i n c o m e si n c e 
f or m ati o n. P er h a ps t h at h as m ostl y c o m e fr o m it s e m pl o y er, 
L C & F. Cr e dit w h er e d u e, g o o d p erf or m a n c e f or a st art -u p 
c o m p a n y b y t h e offi c ers a n d st aff.  

W e h a v e all h e ar d of t h e a d a g e: d o n’t bit e t h e h a n d t h at f e e ds 
y o u. H o w e v er, y o u w o ul d t hi n k t h e offi c ers a n d st aff of S ur g e 
w o ul d w a nt t o k n o w s o m et hi n g a b o ut h o w L C & F, a c o m m er ci al 
l e n d er, a v er y s m all st art-u p wit h d e bts a n d n o pr e vi o us tr a c k 
r e c or d of S M E l e n di n g is m a ki n g t h e m o n e y t o p a y S ur g e, 
c o m p a n y e x p e ns es a n d pr ofit s, a n d t h e i n v est or i nt er est, 
es p e ci all y as t h at is n ot cl e ar at all. Y et st aff i n S ur g e a p p e ar t o 
h a v e n o i nf or m ati o n a b o ut t h e b o n d r el at e d c o m m er ci al l e n di n g 
b usi n ess of L C & F, e v e n  b asi cs s u c h as h o w m a n y l e n di n g t e a m 
e m pl o y e es, w h o t h e y ar e a n d w h er e t h e y ar e b as e d. I n f a ct t h er e 
ar e o nl y t w o e m pl o y e es i n L C & F, b ot h st u d e nts a c c or di n g t o 
Li n k e dI n.  

I c a n u n d erst a n d S ur g e Fi n a n ci al n ot p urs ui n g it, b ut it s h o ul d b e 
c ar ef ul. If L C & F d o es f ail a n d a n y wr o n g d oi n g or n e gli g e n c e is 
s h o w n i n t h e r e c ei v ers hi p pr o c ess t h e n f or s ur e t h e d ail y 
n e ws p a p ers will j u m p o n it, as i n t h e c as e of r e c e nt mi ni -b o n d 
f ail ur es ( S e c ur e d E n er g y B o n d a n d Pr o vi d e n c e Fi n a n ci al), a n d 
S ur g e c o ul d e n d u p b ei n g a c as u alt y i n t h e m e di a f all o ut.  
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If I w as a n offi c er i n S ur g e Fi n a n ci al t h at w o ul d m a k e m e a littl e 
c o n c er n e d. W h y ? F or t h e s a m e r e as o n i n v est ors a n d pr os p e cti v e 
i n v est ors i n L C & F s h o ul d b e c o n c er n e d. E v er yt hi n g d e p e n ds o n 
t h e s u c c ess of t hi s v a g u e c o m m er ci al l e n di n g b usi n ess: c o m p a n y 
pr o fits, w a g es, c o ntr a ct or p a y m e nts, t a x p a y m e nts, i n v est or 
p eri o di c i nt er est a n d r e p a y m e nt of c a pit al.  

Y et L C & F h a v e n ot dis cl os e d e vi d e n c e of t h e  s m e l e n di n g 
b usi n ess e xist e n c e . T his d o es n ot m e a n it d o es n ot e xist. R at h er 
v er y f e w a p p e ar t o k n o w t h at it d o es e xist. A u dit e d A c c o u nt 
R et ur ns ar e l o d g e d at C o m p a ni es H o us e. Is it t h e n or m f or l o a n 
c o m p a ni es off eri n g i n v est m e nt b o n ds t o n ot pr o vi d e s u c h 
i nf or m ati o n ? D at a pr ot e cti o n is a l a m e e x c us e as d at a pr ot e cti o n 
l a ws i n t h e U K o nl y a p pl y t o li v e i n di vi d u als n ot t o c o m p a ni es. 

M a n y c o m p a ni es li k e t o s h o w c as e t h eir tr a di n g cli e nts n a m es o n 
t h eir w e bsit es, i n cl u di n g t h e c o m p a n y w e bsit e of o n e f or m er 
dir e ct or of L C & F. Y o u s e e m a n y i n vit e d i n v est or F e ef o r e vi e ws 
o n t h e L C & F w e bsit e. D o y o u s e e a n y n a m es of t h e h u n dr e ds of 
c o m p a ni es L C & F is l e n di n g i n v est or c a pit al t o o n t h e L C & F 
b o n d w e bsit e ? N o, o nl y n u m b ers, h o w m a n y a n d h o w m u c h a n d 
n ot a si n gl e l o a n f ail ur e, e v e n t h o u g h t h e L C & F l o a n i nt er est r at e 
as hi g h as 1 2 t o 2 0 p er c e nt, w ell a b o v e a v er a g e, w o ul d i n di c at e 
a gr e at er l e n di n g ris k. 

It is tr u e t h at e m pl o y e es a n d dir e ct ors ar e b o u n d r e dis cl os ur e b y 
t h eir e m pl o y m e nt c o ntr a cts, b ut w e ar e h er e t al ki n g a b o ut 
dis cl os ur e of t h e b asi c f u n d a m e nt als of t h e v er y e xist e n c e of a 
b usi n ess w hi c h is s u p p os e dl y t h e o nl y s o ur c e of L C & F i n c o m e 
a n d b o n d i nt er est p a y m e nts. B ut w h at if a c o m p a n y h a d n o 
c h oi c e b ut t o n ot pr o vi d e or dis cl os e e vi d e n c e of a c o m m er ci al 
b usi n ess b e c a us e t h e b usi n ess a ct u all y di d n ot e xist ? T h e o nl y 
b usi n ess t h at c a n b e r e all y s e e n t o e xist i n t h e c as e of L C & F is 
t h e b o n d m ar k eti n g b usi n ess e x cl usi v el y d e alt wit h b y t h e L C & F 
w e bsit e r u n b y t h e c o ntr a ct e d S ur g e Fi n a n ci al. Milli o ns of 
p o u n ds of b o n d h ol d er c a pit al br o u g ht i n b y S ur g e f or L C & F wit h 
n o pr o of of w h at it is a ct u all y b ei n g us e d f or a n d n o pr o of w h er e 
t h e c o m p a n y e ar ni n gs a n d c a pit al i nt er est p a y m e nts ar e c o mi n g 
fr o m.  

T h o us a n ds of r e as o n a bl e, e x p eri e n c e d a n d ris k a w ar e i n v est ors, 
n ot c o nf us e d s a v ers, ar e i n v esti n g i n L C & F (a n d ot h er mi ni - 
b o n ds ). Pr o b a bl y a w ar e t h at t h er e is n o pr o of of t h e e xist e n c e of 
t h e l e n di n g b usi n ess, n o tr a c k r e c or d of s m e l e n di n g. Y et t h e y 
ar e all q uit e h a p p y t o i n v est i n a n u nr e g ul at e d, u n pr ot e ct e d, n o n - 
n e g oti a bl e , 1 0 0 % c a pit al at ris k i n v est m e nt pr o d u ct, ass u mi n g a 
m u c h hi g h er t h a n a v er a g e m ar k et r at e of c a pit al i nt er est a n d 
1 0 0 % r et ur n of c a pit al. H o w e v er, e v e n if a  tr a c k r e c or d of p ast 
a n d pr es e nt b usi n ess is pr o vi d e d t hi s d o es n ot m e a n t h e c o m p a n y 
will n ot f ail.  
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E x pl a n ati o ns f or t hi s ass u mi n g i n v est m e nt b e h a vi o ur ? Is it t h e 
r es ult of sli c k a d v ertisi n g a n d m ar k eti n g ? Is it s o m e h o w r el at e d 
t o t h e h er d  m e nt alit y s e e n i n t h e st o c k m ar k et ? T h e L e m mi n gs 
s y n dr o m e ? M or e m o n e y t h a n s e ns e ? L a c k of ti m e or will t o 
i n v esti g at e ? Is c o m m o n s e ns e d o o m e d o n t h e r o c ks of gr e e d or 
e v e n d es p er ati o n t o fi n d a r e as o n a bl e i nt er est r at e ? Or e v e n 
p er h a ps aris es fr o m t h e f als e pr o mis es of o pti mi s m ? Or si m pl y, 
it's wor ki n g s o f ar ?  

If I i n v est i n a c o m p a n y es p e ci all y a st art-u p I e x p e ct h o n est y, 
o p e n n ess, dis cl os ur e, v erifi e d tr a di n g f a cts a n d fi g ur es, a n d s o 
o n fr o m t h e b e gi n ni n g. Li k e ot h ers I g et v er y c o n c er n e d n ot j ust 
f or m e b ut f or ot h er p ot e nti al i n v est ors if l e giti m at e q u estio ns ar e 
a ns w er e d e v asi v el y a n d t h er e is n o pr o of of tr a di n g. If I as k w h at 
is o n e pl us o n e, I e x p e ct t h e a ns w er t o b e t w o n ot t hr e e or 
w h at e v er e v asi v e n ess or e x c us e as a n a ns w er. N e v er r el y o n j ust 
a c o m p a n y st at e m e nt as t o w h at ar e it s b usi n ess d oi n gs. N e v er 
ass u m e it is tr u e. Al w a ys s e e k v erifi c ati o n, t hir d p art y 
pr ef er a bl y. D u e dili g e n c e is ess e nti al. Ot h er wis e y o u m a y b e 
ris ki n g all y o ur i n v est m e nt r et ur ns a n d c a pit al o n a pr o mis e. 
I n v est m e nt i s n ot t h e s a m e t hi n g as g a m bli n g.”  

1 4 2 3.  Mr R uss ell -M ur p h y  r e vi e w e d t hi s a n d c o m m e nt e d t o Mr C ar el ess , “[i]t m e nti o ns t h at 
t h er e is v er y littl e e vi d e n c e t h at L C F l e n ds t o S M Es as t h er e is n o l e n di n g sit e. N ot s ur e 
if t hi s is a n iss u e or n ot ”. Mr R uss ell -M ur p h y  a d d e d, “It d o es bri n g u p a g o o d p oi nt a b o ut 
t h e l e n di n g sit e, t hi s is w h y I h a v e b e e n p us hi n g f or W C F t o h a v e a str o n g l e n di n g 
el e m e nt t o t h eir w e bsit e ” .  

 
1 4 2 4.  Mr C ar el ess  r es p o n d e d (c c. Ms V e n n  a n d Ms B al d o c k), “ H o w l o n g h a v e I b e e n s a yi n g 

t h at L C F n e e d e d a cli e nt sit e f or l e n di n g ? ? ? ? ” Ms B al d o c k r e pli e d, “I k n o w! 
F O R E V E R!!! ”  

 
1 4 2 5.  Ms V e n n c o m m e nt e d t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y ,  

 
“ W e ar e n ot r ef er e n c e d i n a b a d w a y. S o m e of w h at is s ai d a b o ut 
S ur g e is v er y f air a n d s o m e w as e v e n c o m pli m e nt ar y a b o ut us 
d oi n g a g o o d j o b.  

O n e n e g ati v e criti cis m w as t h at S ur g e c o ul d b e t ur ni n g a bli n d 
e y e t o g et f e es f or m ar k eti n g a b a d ass et. T h e criti cis m is all 
a b o ut s p e c ul ati o n t h at L C F c o ul d b e a s h a m, m ostl y b as e d o n t h e 
f a ct t h at t h er e is n o e vi d e n c e of w h o L C F l e n d t o w hi c h t h e 
writ e rs c o nsi d er t o b e str a n g e. T h e y d o n’t li k e t h e f a ct t h at 
a c c o u nt m a n a g ers will n ot a ns w er e v e n t h e m ost b asi c q u esti o ns 
a b o ut w h o m a n y c o m p a ni es h a v e b e e n l e nt t o.  

I t h o u g ht t h e arti cl e w as str a n g e i n t h e w a y it w as writt e n a n d t h e 
r ef er e n c es t o us. M a d e m e w o n d er a b o ut t h e m oti v es of t h e 
a ut h or a n d w h et h er it w a s writt e n b y a n i n d e p e n d e nt o bs er v er. ”  



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 1 0  
 

1 4 2 6.  Mr N e w m a n -J o n es t h e n cir c ul at e d a li n k t o a d o c u m e nt . Mr C ar el ess  c o ul d n ot o p e n it 
a n d as k e d, “ W h at is it ? ” Mr N e w m a n -J o n es e x pl ai n e d ( c c. Mr C ar el ess , Mr R uss ell -
M ur p h y , Ms V e n n a n d M s  B al d o c k), “ [i]t’s a l e n di n g sit e t h at A n d y h alf s et u p b ut n e v er 
c o m pl et e d ”. Ms V e n n s ai d, “I k n o w w e d o n’t w a nt c all t o a cti o ns t h at t a k e i n v est ors a w a y 
fr o m t h e b o n d w e bsit e b ut p ossi bl y w e n e e d a li n k t o t hi s c or p or at e w e b sit e i n s o m e 
pl a c e ? … W o ul d t hi s ti c k a b o x ? M or e i m p ort a ntl y, w e m ust h a v e a c as e st u d y, s ur el y 
w e c a n pr ess t o g et  j ust o n e c as e st u d y, J R M ? ”  
 

1 4 2 7.  Mr R uss ell -M ur p h y  r e pli e d, “[ y]es, I’ m s ur e w e c a n g et a c as e st u d y, I will as k A n d y … 
A l e n di n g sit e s h o ul d h a v e o n e cl e ar m ess a g e –  L C F w a nts t o l e n d m o n e y t o b usi n ess es, 
t h at’s it ”.  

 
1 4 2 8.  I n t h e e v e nt L C F n e v er p u bli cl y dis cl os e d t h e n a m e s of a n y of it s b orr o w ers  or g a v e a n y 

c as e st u di es.  
 

 
1 4 2 9.  O n 1 4  F e br u ar y 2 0 1 8  Mr R uss ell -M ur p h y  e m ail e d Mr C ar el ess  (c c. Ms V e n n ): 

 
“ P a ul, I’ v e j ust b e e n t al ki n g t o K err y a b o ut h o w t o pr ot e ct 
o urs el v es b ett er f oll o wi n g t h e bl o g t h at w as o n M S E.  
W e n e e d t o cr e at e a r ol e f or a n i n di vi d u al w h o h as t h e 
r es p o nsi bilit y of o n g oi n g d u e dili g e n c e o n o ur cli e nts –  L C F a n d 
B B.  
T h e i nf or m ati o n t h at w e s h o ul d b e c oll e cti n g is q u art erl y 
m a n a g e m e nt a c c o u nts, c o m p a n y r es p o ns es t o a n y b a d pr ess or 
bl o gs, r e c or di n g of mi n ut es w h e n m e eti n g o ur cli e nts et c. T his 
s h o ul d b e c oll at e d a n d p ut i n a s h ar e d m a n a g e m e nt fil e.  
If o n e of o ur cli e nt b o n d s f ail i n t h e f ut ur e, w e c o ul d t h e n s h o w 
a hist or y of o n g oi n g D D. T his w o n’t h el p t h e i n v e st ors b ut will 
h el p pr ot e ct o ur r e p ut ati o n a n d s oft e n t h e bl o w if a b o n d d o es 
f ail.”  

 
1 4 3 0.  Mr R uss ell -M ur p h y  a p p e ars t o h a v e r e g ar d e d a p ot e nti al L C F f ail ur e as pri n ci p all y a n 

iss u e of r e p ut ati o n m a n a g e m e nt. T h eir w or k o n L C F  2 s h o ws t h at t h e y t h o u g ht t h at t h e 
f ail ur e of L C F w as a s eri o us  p ossi bilit y  b y t his st a g e . 

 
1 4 3 1.  Mr C ar el ess  r e pli e d ( c c. Ms V e n n), “ W e alr e a d y d o w h at w e c a n. F or e x a m pl e, I h a v e 

M ar k P artri d g e r e q u est a c c o u nts, u n d erl yi n g s e c urit y r e p orts fr o m b ot h b o n ds. I h a v e 
b e e n r u n ni n g t his f or t w o y e ars . … M ar k P is b est pl a c e d”.  

 
1 4 3 2.  T h e Cl ai m a nts s u b mitt e d t h at t hi s s h o ws t h at all of Mr P artri d g e’s q u esti o ns ( g oi n g b a c k 

t o e arl y 2 0 1 6) h a d n e v er b e e n a b o ut s e e ki n g t o g et t o t h e tr ut h. I nst e a d, t h e y w er e t o 
cr e at e a p a p er tr ail. I t hi n k t h at is t o o s w e e pi n g a s u b missi o n. I c o nsi d er t h at t h e e arl y 
i n q uiri es (i n e arl y 2 0 1 6) h a d b e e n s e e ki n g a ns w er s. B ut as e x pl ai n e d a b o v e Mr T h o ms o n 
oft e n st all e d, a n d g a v e  littl e i nf or m ati o n. T h e i nf or m ati o n L C F di d pr o vi d e w as oft e n 
i n c o nsist e nt, v a g u e  or misl e a di n g ( as Mr P artri d g e s a w a n d c o m m u ni c at e d ). As d et ail e d 
a b o v e, as ti m e w e nt o n t h e i n q uiri es b e c a m e p at c hi er,  a n d h a d i n d e e d l ar g el y c e as e d b y 
l at e 2 0 1 7.  

 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 1 1  
 

1 4 3 3.  I fi n d t h at b y t h e ti m e of t hi s e m ail e x c h a n g e of 1 4 F e br u ar y 2 0 1 8 b et w e e n Mr R uss ell -
M ur p h y  a n d Mr C ar el ess , S ur g e’s i n q uiri es h a d b e c o m e p erf u n ct or y a n d f or m al. S ur g e’s 
pri m ar y c o n c er n a p p e ars at t hi s st a g e t o h a v e b e e n r e p ut ati o n m a n a g e m e nt i n t h e e v e nt 
of t h e c oll a ps e of L C F . B y t hi s st a g e t h e y t h o u g ht t h at t h er e w as a s eri o us ris k t h at L C F  
w o ul d c oll a ps e.  

 
1 4 3 4.  Ms V e n n t h e n e m ail e d Mr T h o ms o n  (c c. Mr C ar el ess , Mr R uss ell -M ur p h y  a n d M r 

P artri d g e) , s a yi n g, 
 

“ P a ul is a w a y at t h e m o m e nt b ut h as as k e d m e t o c o nt a ct y o u … 
C a n y o u pl e as e c o nfir m w h e n t h e a u dit e d a c c o u nts will b e 
r e a d y ? I n t h e i nt eri m, pl e as e c a n y o u gi v e us i nf or m ati o n a b o ut 
c urr e nt p erf or m a n c e a n d t h e s e c urit y, i d e all y m a n a g e m e nt 
a c c o u nts a n d a s u m m ar y of t h e l o a n b o o k ? W e ar e pr o c essi n g 
l ar g e a m o u nt s of i n v est or f u n ds a n d n e e d t o b e a ss ur e d of t h e 
c urr e nt p ositi o n as a d ut y of c ar e t o y o ur i n v est ors .”  

1 4 3 5.  I a m s ati sfi e d f or t h e r e a s o ns j ust gi v e n t h at t hi s w as a p erf u n ct or y i n q uir y, f or t h e s a k e 
of f or m . Aft er it s l o n g hi st or y of b ei n g f o b b e d off b y Mr T h o ms o n, S ur g e di d n ot e x p e ct 
us ef ul i nf or m ati o n. B y t hi s st a g e it w as c o n c er n e d t o pr ot e ct its o w n r e p ut ati o n.  

1 4 F e br u ar y 2 0 1 8: L C F a c c o u nts f or t h e y e ar e n d e d 3 0 A pril 2 0 1 7  

1 4 3 6.  O n 1 4 F e br u ar y 2 0 1 8 L C F si g n e d it s a c c o u nts f or t h e y e ar e n d e d 3 0 A pril 2 0 1 7. T h e 
a u dit ors w er e E Y.  

1 4 3 7.  T h e str at e gi c r e p ort, si g n e d b y Mr T h o ms o n,  e x pl ai n e d t h at t h e c o m p a n y’s pri n ci p al 
a cti viti es d uri n g t h e p eri o d c o nti n u e d t o b e t h e r aisi n g of f u n di n g t hr o u g h t h e iss u a n c e of 
m e di u m -t er m pri v at e b o n ds t o r et ail i n v est ors a n d l e n di n g t h e pr o c e e ds t o m e di u m si z e d 
b usi n ess es o n a f ull y s e c ur e d b asis. D uri n g t h e y e ar , t h er e h a d b e e n b o n d a d diti o ns of 
£ 5 3, 3 9 7, 1 5 7 a n d b o n d r e d e m pti o ns of £ 2, 4 4 4, 9 5 4.  T h e c o m p a n y h a d iss u e d l o a ns wit h 
a n a g gr e g at e v al u e of £ 5 0, 3 9 2, 9 6 3. At t h e y e ar e n d , t h e c o m p a n y h a d a t ot al of 1 1 
c or p or at e b orr o w ers ( 2 0 1 6: 5). L o a ns iss u e d h a d a n a v er a g e m at urit y pr ofil e of t hr e e 
y e ars . S e c ur e d ass ets w er e v al u e d at £ 2 8 4, 7 2 5, 3 2 9 a g ai nst t h e n oti o n al v al u e of l o a ns as 
at 3 0 A pril 2 0 1 6 of £ 5 8, 7 9 8, 6 3 9, a r ati o of 2 1 %. T h e r e p ort st at e d t h at c o m p a n y p oli ci es 
w er e ai m e d at mi ni misi n g cr e dit ris ks b y r e q uiri n g t h at l o a ns b e  m a d e o nl y wit h 
c ust o m ers w h o d e m o nstr at e a n a p pr o pri at e p a y m e nt hi st or y a n d s ati sf y cr e dit w ort hi n ess 
pr o c e d ur es.  

1 4 3 8.  T h e dir e ct ors’ r e p ort, si g n e d b y Mr T h o ms o n,  st at e d t h at t h e c o m p a n y i nt e n d e d t o r ais e 
f u n ds t hr o u g h m or e b o n d iss u es a n d i nt e n d e d t o l o a n t hi s m o n e y t o e xisti n g a n d n e w 
c ust o m ers.  

1 4 3 9.  T h e a u dit ors’ r e p ort e x pl ai n e d t h at E Y h a d a u dit e d t h e a c c o u nts. E Y als o st at e d t h at i n 
t h eir o pi ni o n t h e i nf or m ati o n gi v e n i n t h e str at e gi c r e p ort a n d dir e ct ors’ r e p ort w er e 
c o nsist e nt wit h t h e fi n a n ci al st at e m e nts a n d h a d b e e n pr e p ar e d i n a c c or d a n c e wit h 
a p pli c a bl e l e g al r e q uir e m e nts; a n d t h at i n t h e c o ur s e of t h e a u dit t h e y h a d n ot i d e ntifi e d 
a n y m at eri al misst at e m e nts i n t h e m.  

1 4 4 0.  T h e i n c o m e st at e m e nt s h o w e d a n et pr ofit of £ 2 7 3, 2 3 4. I nt er est r e c ei v a bl e a n d si mil ar 
i n c o m e w as s h o w n as £ 7, 8 2 2, 7 7 1 a n d fi n a n c e c ost s as £ 6, 6 0 4, 1 3 7. 
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1 4 4 1.  T h e st at e m e nt of fi n a n ci al p ositi o n s h o w e d n et ass ets of £ 2 9 8, 8 2 7. T h er e w er e n et c urr e nt 
li a biliti es of £ 3, 1 4 6, 1 8 2. 

1 4 4 2.  N ot e 1, u n d er t h e h e a di n g “l o a ns a n d r e c ei v a bl es ” e x pl ai n e d t h at t h e tr a n s a cti o n c osts 
i n c urr e d b y t h e c o m p a n y i n r el ati o n t o t h e iss u e of b o n ds w er e p ass e d o n t o t h e b orr o w er 
b y t h e c o m p a n y b y w a y of a d e d u cti o n i n t h e i niti al v al u e of t h e l o a n r el ati v e t o t h e p ar 
v al u e. T h e b orr o w er w as r e q uir e d t o r e p a y t h e l o a n at p ar o n m at urit y.  

1 4 4 3.  St aff c osts w er e s h o w n at £ 8 7, 6 8 9 wit h n o dir e ct ors’ r e m u n er ati o n. T h er e w er e 6 
e m pl o y e es, i n cl u di n g dir e ct ors.  

1 4 4 4.  N ot e 7 st at e d t h at t h er e w er e n o l o a ns t h at w er e p a st d u e or i m p air e d. T h e t er ms of l o a ns 
w er e b es p o k e t o e a c h b orr o w er d e p e n di n g o n t h eir cir c u mst a n c es a n d cr e dit hist or y. It 
a d d e d t h at a  fi x e d r at e of i nt er est is a p pli e d t o e a c h l o a n pl us f e es a n d ot h er ass o ci at e d 
c osts w hi c h will b e r e p ai d b y t h e b orr o w ers o v er t h e lif e of t h e l o a n.  

1 4 4 5.  N ot e 9 ii) r e p e at e d t h e s e c urit y fi g ur e a n d r ati o gi v e n i n t h e str at e gi c r e p ort a n d st at e d 
t h at t hi s miti g at es t h e ris k t h at t h e c o m p a n y will l os e t h e c a pit al v al u e of t h e l o a n i n t h e 
e v e nt a n i n v est e e c o m p a n y d ef a ult s.  

1 4 4 6.  S ur g e di d n ot s e e t h es e a c c o u nts at o n c e. Mr R uss ell -M ur p h y  e m ail e d Mr C ar el ess  a n d 
Ms V e n n ( c c. Ms B al d o c k) o n 1 9  F e br u ar y 2 0 1 8  t o s a y t h at Mr T h o ms o n  h a d t ol d hi m 
t h e a c c o u nts h a d b e e n fil e d, b ut t h at h e h a d c h e c k e d wit h C o m p a ni es H o us e, a n d t h e y 
w er e n ot y et a v ail a bl e. Mr T h o ms o n  h a d t ol d hi m t h at t h e r e vis e d s e c urit y fi g ur e w as 
£ 2 8 7 milli o n wit h a l o a n t o v al u e r ati o of 2 1 % . Ms B al d o c k i m m edi at el y e m ail e d t h e 
s al es t e a m t o gi v e t h e m t h e fi g ur e of £ 2 8 7  milli o n .  

1 4 4 7.  Mr C ar el ess  a n d Ms V e n n e a c h as k e d M r P artri d g e t o l o o k at t h e a c c o u nts. 

1 4 4 8.  Mr P artri d g e e m ail e d Mr C ar el ess  a n d Ms V e n n  o n 2 0 F e br u ar y 2 0 1 8, s a yi n g,   

“ W ell g o o d n e ws.  
E Y h a v e ass ess e d t h eir s e c urit y at £ 2 8 4 milli o n w hi c h gi v es 
t h e m 5 x c o v er o n l o a n b o o k at 3 0/ 4/ 1 7. W h at b o n ds i n £ m h a v e 
b e e n iss u e d si n c e t h e n ?  
I c a n't q uit e r e c o n cil e t h eir c osts t o c o m missi o ns t h at S ur g e 
s h o ul d h a v e b e e n p ai d o n n e w b o n ds ( at l e ast £ 1 3 m o n £ 5 3 m 
i n cr e as e i n b o n ds o/s) t h eir c ost i n cl u di n g i nt er est p ai d is o nl y 
£ 6. 6 m . N ot r e all y o ur iss u e t h o u g h t h e m a n [si c] t hi n g is t h e b o n d 
c o v er l o o ks m or e t h a n a d e q u at e .”  

1 4 4 9.  Mr C ar el ess  s ai d t h at h e r e m e m b er e d s e ei n g t hi s e m ail a n d t h at h e h a d t a k e n c o mf ort 
fr o m it. T h e Cl ai m a nts p oi nt e d o ut t h at it w as s p e cifi c all y dr a w n t o his att e nti o n b y Ms 
V e n n  aft er L C F’s c oll a ps e a n d Mr C ar el ess ’s arr est as p art of a n att e m pt t o fi n d 
e x o n er ati n g e vi d e n c e . I fi n d t h at Mr C ar el ess  di d i n d e e d s e e t h e e m ail at t h e ti m e it w as 
s e nt, t h o u g h , as h e a c c e pt e d,  h e als o r e a d it w h e n pr e p ari n g t o gi v e e vi d e n c e  i n e arl y 
2 0 1 9 .  

1 4 5 0.  S h ortl y aft er Mr P artri d g e’s e m ail, o n 2 0 F e br u ar y 2 0 1 8 , Ms B al d o c k e m ail e d  hi m (c c. 
Mr C ar el ess ) t o dr a w his att e nti o n t o fi v e it e ms t h at s h e t h o u g ht w o ul d r ais e q u esti o ns 
wit h pr os p e cti v e b o n d h ol d ers :  
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i. Mr T h o ms o n  h a d b e e n s a yi n g t hr o u g h o ut A pril a n d M a y 2 0 1 7 t h at L C F h a d 
s e c urit y o v er ass ets w ort h £ 2 1 5 milli o n . N o w, h o w e v er, Mr T h o ms o n  w as s a yi n g 
i n t h e a c c o u nts t h at L C F h a d h el d s e c urit y o v er as s ets w ort h £ 2 8 4, 7 2 5, 3 2 9 as at 3 0 
A pril 2 0 1 7 .  

ii. T h e a c c o u nts r ef err e d t o 6 e m pl o y e es wit h s al ari es of £ 8 7, 0 0 0 a n d n o dir e ct ors ’ 
r e m u n er ati o n: “ cli e nts will as k h o w t h e dir e ct ors m a d e a n i n c o m e. ”  

iii. “ W h er e i n t h e a c c o u nts d o es it s h o w t h e [ c o m missi o n] p a y m e nt t o S ur g e ”.  

i v. “ P a g e 1 st at es t h at L C F o nl y l e nt t o 1 1 c o m p a ni es, w e ar e q u oti n g m a n y m or e t h a n 
t hi s t o o ur cli e nt ( 1 0 0s) –  is t h er e a n y f urt h er e x pl a n ati o n t o t his ? ” 

v.  “It st at es all c h ar g es ar e h el d b y L C F b ut t h er e is n o m e nti o n of t h e d e b e nt ur e, 
s h o ul d t h er e b e ? ”   

1 4 5 1.  O n t h e s a m e d a y ot h er s al es st aff at S ur g e  r ais e d q u esti o ns a b o ut L C F’s l e n di n g a n d 
s e c urit y. Mr P hilli ps c oll at e d t h e s al es t e a m’s q u e sti o ns, i n cl u di n g , 

i. “ H o w m a n y c o m p a ni es d o w e c urr e ntl y l e n d t o ? W e w er e t ol d ~ 1 5 0 c o m p a ni es i n 
J u n e 2 0 1 7 ”;  

ii. “ W h y w o ul d a c o m p a n y b orr o w fr o m L C & F at o ur hi g h r at es ? ”;  

iii. “ D u e t o t h e d et ail i n t h e n e w a c c o u nts, a f e w q u esti o ns m a y aris e r e g ar di n g t h e 
b usi n ess m o d el it s elf - wit h l ess a cti v e l o a ns o v er l o n g er p eri o ds of ti m e, a n d a f e e 
p ai d t o s ur g e, h o w d o L C & F m a k e a pr ofit aft er p a yi n g hi g h i nt er est r at es t o 
b o n d h ol d ers ? ”   

1 4 5 2.  T h es e e m ails s h o w t h at t h e a u dit e d a c c o u nts c a u s e d t h e s al es t e a m at S ur g e t o h a v e 
c o n c er ns a b o ut t h e tr ut h a n d a c c ur a c y of t h e st at e m e nts t h e y h a d b e e n m a ki n g t o p ot e nti al 
i n v est ors a b o ut L C F’s l e n di n g b usi n ess. 

1 4 5 3.  I als o fi n d t h at t h e r e a cti o n of t h e s al es t e a m s h o ws t h at t h e y t h o u g ht t h at t h e n u m b er of 
b orr o w ers fr o m L C F w as a m at eri al f a c t or f or p ot e nti al i n v est ors. T his w as i n d e e d s elf-
e vi d e nt, as it aff e ct e d  t h e di v ersifi c ati o n of t h e l o a n p ortf oli o a n d t h e c o n c e ntr ati o n of 
ris k.  

1 4 5 4.  I fi n d o v er all t h at t h e E Y a c c o u nts pr o vi d e d Mr C ar el ess  a n d S ur g e  wit h a d e gr e e of 
c o mf ort i n r el ati o n t o t h e l e v el of s e c urit y.  B ut t h e y als o br o u g ht t o t h e att e nti o n of t h e 
s al es st aff tr o u bli n g i nf or m ati o n a b o ut w h at t h e y h a d b e e n s a yi n g a b o ut t h e n u m b er of 
b orr o w ers a n d t h e c o n c e ntr ati o n of ris k. T h e y als o l e d t o t h e s al es st aff as ki n g s e ar c hi n g 
q u esti o ns a b o ut t h e b usi n ess m o d el of L C F a n d it s a bilit y t o p a y t h e S ur g e f e es a n d 
i nt er est t o b o n d h ol d ers. T h es e c o n c er ns w er e p as s e d o n t o Mr C ar el ess a n d M r R uss ell-
M ur p h y.  

1 4 5 5.  M or e o v er, t h e a c c o u nts w er e n ot c a p a bl e of gi vi n g t h e S ur g e D ef e n d a nts a n y m at eri al 
c o mf ort a b o ut L C F’s b u si n ess m o d el a n d t h e r e pr es e nt ati o ns t h at h a d b e e n m a d e t o 
b o n d h ol d ers  a b o ut it . T h e p oi nt s m a d e i n r el ati o n t o t h e P w C a c c o u nts at [1 2 6 3 ] t o [1 2 6 6 ] 
a b o v e ar e r e p e at e d  a n d a p pl y e q u all y h er e .  

1 4 5 6.  Mr P hilli ps s e nt hi s q u esti o ns t o Ms B al d o c k, w h o f or w ar d e d t h e m t o Ms V e n n .  
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1 4 5 7.  O n 2 1  F e br u ar y 2 0 1 8  M s V e n n s e nt a n e m ail t o Mr T h o ms o n  r aisi n g t h e s e q u esti o ns. 
S h e s ai d t h at t h e y w er e pl e as e d t o r e c ei v e t h e a c c o u nts a n d t h at t h e s e c urit y fi g ur e g a v e 
pr os p e cti v e i n v est ors si g nifi c a nt c o mf ort a n d ai d e d t h e m i n t h eir w or k. S h e s ai d t h at 
“[ o] n di g esti n g t h e a c c o u nts it b e c a m e a p p ar e nt t h at t h e offi ci al st at e m e nt t h at w e r el a y 
t o c ust o m ers is n o w q uit e o ut of d at e. ” S h e r ef err e d t o i nf or m ati o n s e nt b y Mr T h o ms o n  
i n M a y 2 0 1 6 s a yi n g t h at t h e a v er a g e l o a n si z e w as £ 7 5, 0 0 0 a n d t h at L C F h a d m a de 1 2 1 
l o a ns. S h e s ai d t h at t hat i nf or m ati o n w as still i n u s e b y t h e a c c o u nt m a n a g ers . S h e t h e n 
r ef err e d t o s o m e of t h e q u esti o ns r ais e d b y t h e a c c o u nt m a n a g ers, b ut o mitt e d Mr P hilli ps’ 
fi n al q u esti o n a b o ut t h e b usi n ess m o d el (as ki n g h o w  L C F c o ul d p a y b o n d h ol d ers a n d 
S ur g e fr o m t h e i nt er est fr o m its l o a n b o o k).  

1 4 5 8.  Ms V e n n’s e m ail t o Mr T h o ms o n  l eft o ut Mr P hilli ps’ l ast q u esti o n b e c a us e Mr C ar el ess  
t ol d h er t o d el et e it. W h e n first as k e d a b o ut t h e o mi ssi o n , Mr C ar el ess s ai d t h at h e w as at 
a l oss a n d c o ul d n ot r e c all. B ut a n e m ail fr o m Ms V e n n t o Ms B al d o c k of 2 1 F e br u ar y 
2 0 1 8 e x pl ai ns t h at s h e h a d t o w at er d o w n t h e a c c o u nt m a n a g ers’ q u esti o ns b y t a ki n g o ut 
t h e l ast o n e b e c a us e Mr C ar el ess  t h o u g ht it w as “t o o c o nt e nti o us ”. Mr C ar el ess att e m pt e d 
t o e x pl ai n t hi s i n e vi d e n c e b y s a yi n g t h at Ms V e n n a n d Mr T h o ms o n di d n ot g et o n a n d 
t h at t h e r e as o n f or r e m o vi n g t h e q u esti o n w as t o d o wit h t h eir p o or w or ki n g r el ati o ns hi p. 
T h at w as n ot cr e di bl e . I fi n d t h at t h at h e di d n ot w a nt t o as k t h e q u esti o n b e c a us e h e 
t h o u g ht t h at it mi g ht dist ur b t h e  c o m missi o n arr a n g e m e nt s.  

1 4 5 9.  L at er  i n t h e hist or y, o n 7  M ar c h 2 0 1 9 , Ms V e n n  s ai d t o Mr C ar el ess  t h at s h e h a d b e c o m e 
a w ar e of “ k e y i n c o nsist e n ci es fr o m t h e 2 0 1 6 c o m m u ni c ati o n a n d t h e 2 0 1 8 a u dit ” a n d t h at 
s h e h a d r ais e d t h es e i n c o nsist e n ci es i n h er e m ail t o Mr T h o ms o n  o n 2 1  F e br u ar y 2 0 1 8 .  

1 4 6 0.  I fi n d t h at Mr C ar el ess  u n d erst o o d at t h e ti m e t h e y w er e pr o d u c e d t h at t h e a c c o u nts 
( w hi c h s h o w e d a s m all n u m b er of b orr o w ers a nd t h er ef or e i m pli e d t h at t h e l e n di n g w as 
l o n g t er m) h a d c a us e d t h e a c c o u nt m a n a g ers t o r ais e s eri o us q u esti o ns a b o ut t h e e ntir e 
b usi n ess m o d el of L C F, b ut t h at Mr C ar el ess  d e ci d e d n ot t o p urs u e t h e q u esti o n as it w as 
t o o c o nt e nti o us. 

1 4 6 1.  Mr T h o ms o n  f ail e d t o r e s p o n d t o Ms V e n n ’s e m ail of 2 1 F e br u ar y 2 0 1 8 i n writi n g. As 
e x pl ai n e d b el o w, h e w a nt e d t o s p e a k b y t el e p h o n e i nst e a d.  I fi n d t h at t h at w as b e c a us e 
h e di d n ot w a nt a r e c or d .  

1 4 6 2.  At a b o ut t h e s a m e ti m e as t h es e c o m m u ni c ati o ns, Ms V e n n t ol d M r H uis a m e n (o n 2 0 
F e br u ar y 2 0 1 8 ) t h at S ur g e  w a nt e d t o p erf or m m or e d u e dili g e n c e o n L C F a n d as k e d f or 
t h e pr o visi o n of q u art erl y m a n a g e m e nt a c c o u nts or a br e a k d o w n of L C F’s l o a n b o o k a n d 
a st at e m e nt of ass ets a n d li a biliti es. T h es e r e q u ests w er e r ef us e d. Ms V e n n  t ol d Mr 
C ar el ess  a n d Mr R uss ell -M ur p h y  a b o ut t his a n d s ai d s h e w as n ot h a p p y.  

1 4 6 3.  Ms V e n n w e nt b a c k t o Mr H uis a m e n ( c c. Mr C ar el ess , Mr T h o ms o n  a n d Mr R uss ell -
M ur p h y ) t h e f oll o wi n g d a y, 2 1 F e br u ar y 2 0 1 8. S h e st at e d (i nt er ali a) : 

“ O n t h e s u bj e ct of o n g oi n g m o nit ori n g, w e ar e k e e n t o h a v e a 
f or m al pr o c ess i n pl a c e b ut t hi s s h o ul d n ot i n a n y w a y b e o n er o us 
or i n v asi v e. If o ur s u g g e sti o n of a q u art erl y P & L a n d B al a n c e 
S h e et is n ot y o ur pr ef er e n c e h o w a b o ut a q u art erl y st at e m e nt of 
ass ets a n d li a biliti es a s a m or e str e a mli n e d / li g ht t o u c h 
c o m pr o mis e ?  
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W h y a m I as ki n g f or t hi s w h e n w e h a v e t h e a u dit e d a c c o u nts 
si g n e d off b y Gr a nt T h or nt o n [si c] a n d y o u ar e F C A r e g ul at e d ? 
It is a b est pr a cti c e / s af e g u ar di n g m e as ur e, w e ar e n o w 9 m o nt hs 
f or w ar d fr o m t h e p eri o d t h e a c c o u nts d o c u m e nt, w e ar e 
a v er a gi n g £ 1 0 t o £ 1 2 milli o n f u n ds i n t o L C F o n a m o nt hl y b asis, 
t h e tr e n d is s h o wi n g t h at t hi s c a n i n cr e as e t o cir c a £ 2 0 milli o n a 
m o nt h. If o ur o nl y u p d at e is o n a n a n n u al b asis, t h e b usi n ess will 
h a v e gr o w n b y m or e t h a n 1 0 0 % a n d t h e cir c u mst a n c es will h a v e 
c h a n g e d s u b st a nti all y. W e ar e assi sti n g t hi s l ar g e v ol u m e of 
p e o pl e t o i n v est s o w e f e el a m or al o bli g ati o n t o m a k e s ur e t h at 
t h e u n d erl yi n g i n v est m e nt c o nti n u es t o p erf or m at a n a p pr o pri at e 
l e v el t o s ust ai n L C Fs o bli g ati o n t o i n v est ors.”  

1 4 6 4.  As j ust e x pl ai n e d, Mr T h o ms o n  di d n ot a ns w er t h e q u esti o ns r ais e d b y Ms V e n n i n t h e 
e m ail  of 2 1 F e br u ar y 2 0 1 8 . Ms V e n n a n d Mr R uss ell -M ur p h y  s p o k e t o Mr T h o ms o n  o n 
t h e t el e p h o n e o n 2 2 F e br u ar y 2 0 1 8 . Ms V e n n a n d Mr R uss ell -M ur p h y  s e e m t o h a v e m a d e 
t hi s c all fr o m S ur g e ’s offi c es: it w as r e c or d e d, a n d t h er e is a tr a ns cri pt : 

i. As t o t h e a m o u nt of t h e l o a ns a n d t h e n u m b er of b orr o w ers, Mr T h o ms o n  t ol d t h e m, 
“ O ur l o a n b o o k is 1 1 7 milli o n off s e v e n c o m p a ni e s ” . T his w as still l ess t h a n t h e 1 1 
i d e ntifi e d i n t h e a c c o u nts. 

ii. As t o t h e v al u e of t h e s e c urit y h el d b y L C F i n r es p e ct of t h es e l o a ns, Mr T h o ms o n  
s ai d  t h at t h er e w as “a b eli e v a bilit y iss u e ” . T h e s e c urit y w as v al u e d at £ 1 b n , wit h 
l o a n t o v al u e at 1 1 %. Mr T h o ms o n  s ai d t h at w o ul d l e a d t o “t h at’s t o o g o o d t o b e 
tr u e ” q u esti o ns, s o h e w a s tr yi n g t o r estr u ct ur e t hi n gs “t o t h e mi d t o hi g h t hirti es is 
a ni c e c o mf ort a bl e l e v el ”  w hi c h w o ul d b e “ ni c e a n d b eli e v a bl e ”. Mr T h o ms o n s ai d, 
“ Y o u t ur n r o u n d a 1 1 7 milli o n l o a n b o o k a n d s a y o ur l o a n t o v al u e is 1 0 p er c e nt, 
e v er y o n e’s g oi n g  t o g o, “ F u c k off ”. ” 

1 4 6 5.  T h e n e xt d a y, 2 3 F e br u ar y 2 0 1 8, Ms V e n n e m ail e d Mr P artri d g e ( c c. Mr C ar el ess  a n d 
Mr R uss ell -M ur p h y ) t o s a y: “J ust t o k e e p y o u i n t h e l o o p, w e h a d a c all wit h A n d y 
y est er d a y w h er e w e q ui z z e d hi m ... H e is g oi n g t o p ut t hi s i n writi n g b ut o n t h e p h o n e h e 
s ai d: C urr e nt l o a ns o ut: £ 1 1 7 m; S e c urit y: £ 1 b ( y es billi o n, n ot a t y p o) .”  

1 4 6 6.  Mr C ar el ess  a c c e pt e d i n or al e vi d e n c e t h at h e w as “t a k e n a b a c k ” b y t h e s u p p os e d s e c urit y 
v al u e of £ 1 billi o n a n d t h at it w as dis c uss e d b y hi m, Mr R uss ell -M ur p h y  a n d Ms V e n n . 
H e s ai d it w as a n e n or m o us n u m b er. I n cr oss-e x a mi n ati o n, d es pit e b ei n g as k e d s e v er al 
ti m es, Mr C ar el ess  d e cli n e d t o s a y w h et h er h e b eli e v e d it or di d n ot b eli e v e it.  H e w o ul d 
n ot a ns w er. I fi n d t h at h e di d n ot b eli e v e t h e fi g ur e of £ 1 b n at t h e ti m e . T his r efl e ct e d Mr 
C ar el ess ’ b eli ef t h at Mr T h o ms o n  w as n ot t o b e tr ust e d .  

1 4 6 7.  I n d e e d, t h e £ 1 billi o n v al u ati o n f or t h e s e c urit y w a s s o o n s u p ers e d e d . O n 2 0 M ar c h 2 0 1 8  
Mr H uis a m e n  s e nt a n e m ail t o Mr R uss ell -M ur p h y , J o B al d o c k a n d K err y Gr a h a m (c c. 
Mr T h o ms o n ), t h e att a c h m e nt t o w hi c h st at e d, “[t]h e s e c ur e d ass et v al u es as at t h e e n d 
F e br u ar y 2 0 1 8 w as c. £ 3 0 0 m ”.  

1 4 6 8.  Mr C ar el ess r ef err e d t o t h e E Y a c c o u nts m a n y ti m es d uri n g his e vi d e n c e. It b e c a m e a 
r efr ai n. H e s ai d t h at t h e y g a v e hi m gr e at c o mf ort  a n d t h at h e c o ul d n ot h a v e b e e n e x p e ct e d 
t o s e c o n d g u ess t h e m. T his w as r efl e ct e d i n t h e cl o si n g s u b mi ssi o ns m a d e o n his b e h alf.  
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1 4 6 9.  As e x pl ai n e d a b o v e, I fi n d t h at t h e y g a v e S ur g e s o m e c o mf ort a b o ut t h e l e v el of s e c urit y 
h el d b y L C F.  

1 4 7 0.  O n t h e ot h er h a n d, t h e p u bli c ati o n of t h e a c c o u nt s g a v e ris e t o s eri o us c o n c er ns a m o n g 
S ur g e’s s al esf or c e a b o ut t h e st at e m e nts t h e y h a d b e e n m a ki n g f or s o m e y e ars a b o ut t h e 
n u m b er a n d t y p e of L C F’s b orr o w ers a n d t h e di v ersifi c ati o n of t h e ris k; a n d a b o ut t h e 
b asi c b usi n ess m o d el of L C F. T h e y h a d b e e n t elli n g t h e p u bli c t h at L C F w as a l e n d er t o 
h u n dr e ds of c o m p a ni es i n t h e S M E m ar k et. As alr e a d y e x pl ai n e d, Mr C ar el ess alr e a d y 
k n e w fr o m a v er y e arl y st a g e t h at t h er e was o nl y a s m all n u m b er of b orr o w ers , all 
c o n n e ct e d wit h Mr G ol di n g  a n d Mr H u m e -K e n d all . B ut t h e v er y s m all tr u e n u m b er of 
b orr o w ers w as n o w b ei n g o p e nl y dis c uss e d wit hi n t h e s al es t e a m. T h e s a l es t e a m w er e 
s uffi ci e ntl y al ar m e d b y t h e n e ws  t o r ais e t hi s b y e m ail. 

1 4 7 1.  I als o fi n d t h at Mr C ar el ess u n d erst o o d t h at t h e a c c o u nts h a d c a us e d t h e s al es st aff t o 
r ais e s o m e f u n d a m e ntal c o n c er ns a b o ut t h e vi a bilit y o f b usi n ess m o d el of L C F. I nst e a d 
of p urs ui n g t h es e wit h Mr T h o ms o n, Mr C ar el e ss as k e d Ms V e n n t o dr o p t h e r el e v a nt 
q u e r y. H e w as m ostl y c o n c er n e d n ot t o j e o p ar dis e t h e fl o w of c o m missi o ns . 

1 4 7 2.  Mr C ar el ess als o a c c e pt e d i n his or al e vi d e n c e t h at aft er t h e E Y a c c o u nts , h e still t h o u g ht 
t h er e w as a v er y s eri o us ris k of L C F g oi n g wr o n g . H e s ai d h e w as p arti c ul arl y c o n c er n e d 
t h at L C F mi g ht g o wr o n g i n a w a y t h at g a v e ris e t o li a bilit y f or  S ur g e . H e a c c e pt e d t h at 
t hi s w as a r e al c o n c er n i n his mi n d e v e n aft er s e e ki n g t h e E Y a c c o u nts.  

1 4 7 3.  O n 6 M ar c h 2 0 1 8 Mr P artri d g e e m ail e d Mr C ar el e ss  a b o ut a m e eti n g wit h a s oli cit or, Mr 
Ki n c h t h e n e xt d a y. Mr P artri d g e s ai d ,  

“ T h e t hi n g t h at s pri n gs t o mi n d is S ur g e's p ot e nti al  li a bilit y 
s h o ul d L C F g o wr o n g. W hil st t h er e is l ess  i m mi n e n c y as t h e y 
h a v e fil e d a u dit e d a c c o u nts I t hi n k it  is still w ort h l o o ki n g at. I 
h a v e s p o k e n t o s o m e  l a w y ers w h o r ais e d s o m e r el e v a nt p oi nt s -
- w e c a n  dis c uss t a ki n g t o t h e n e xt st a g e. ”  

1 4 7 4.  Mr C ar el ess ulti m at el y a c c e pt e d i n e vi d e n c e t h at Mr P artri d g e w as m a ki n g a g o o d p oi nt.  

Mr H uis a m e n’s st at e m e nt s a b o ut t h e b usi n ess m o d el o n 2 0 M ar c h 2 0 1 8  
1 4 7 5.  T h e d o c u m e nt cir c ul at e d b y Mr H uis a m e n o n 2 0  M ar c h 2 0 1 8 , h e a d e d “ A n s w ers t o A M 

q u esti o ns ” st at e d, i n a ns w er t o t h e q u esti o n “ W h at is y o ur a v er a g e l e n di n g f e e ? ”: “ W e 
c h ar g e 1. 7 5 % o n t o p of t h e b o n d i nt er ests a n d a 2 % f a cilit ati o n f e e ” .  

1 4 7 6.  T his w as a n ot h er s eri o us r e as o n f or c o n c er n. It w as i n c o nsist e nt wit h L C F’s m ar k eti n g 
m at eri als, w hi c h s ai d t h at L C F c h ar g e d i nt er est of 1 2 % t o 2 0 % p er a n n u m o n l o a ns. Mr 
H uis a m e n’s e m ail s u g g est e d a l o w er r at e t h a n t h at. If c orr e ct, it w o ul d h a v e i m pli e d t h at 
L C F w as u n vi a bl e .  

1 4 7 7.  I n mi d -2 0 1 8  Ms V e n n a n d Mr R uss ell -M ur p h y  dis c uss e d  t h e p ossi bilit y of L C F g oi n g 
b ust. O n  7  J u n e 2 0 1 8  Ms V e n n t ol d Mr R uss ell -M ur p h y  t h at a s al e of S ur g e  t o Mr 
G ol di n g  f or £ 3 0 milli o n w as “ c urr e ntl y fl o ati n g ar o u n d as a g o o d pl a n ” . S h e s ai d t h at it 
w o ul d b e g o o d t o s ell S ur g e  b ef or e r e g ul ati o n pr e v e nt e d L C F fr o m p a yi n g s u c h hi g h 
c o m missi o ns t o S ur g e . S h e a d d e d, “If t h e y g o b u st w e w a nt t o b e w ell o ut of it. L e a v e 
n o w o n a hi g h. P ut t h e m o n e y i nt o all of t h e ot h er b usi n ess es a n d gr o w t h e m. T h e st aff 
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st a y o n a n d c arr y o n as u s u al. T h e y ar e n’t e x p os e d t o t h e ris ks t h at dir e ct ors ar e s o t h e y 
will b e fi n e .”   

1 4 7 8.  I fi n d t h at Ms V e n n a n d Mr R uss ell -M ur p h y  pr o b a bl y dis c us s e d  t h e ris ks of L C F 
b e c o mi n g i ns ol v e nt wit h Mr C ar el ess.  

C o m pli a n c e a u dit of S ur g e b y T histl e  

1 4 7 9.  T h e S ur g e D ef e n d a nts r eli e d i n cl osi n g o n t h e f a ct t h at S ur g e  w as a u dit e d i n 2 0 1 8 b y 
T histl e, a l e a di n g c o ns ult a nt i n ass essi n g F C A c o m pli a n c e .  

1 4 8 0.  T histl e c o n d u ct e d  a c o m pli a n c e visit o n 4 J u n e 2 0 1 8. T h eir r e p ort, gi v e n i n J u n e 2 0 18, 
g a v e  a n o v er all gr a di n g f or t h e a u dit of “ r e d”  a n d t h e r e p ort st at e d t h at S ur g e  w as 
c o n d u cti n g  r e g ul at e d a cti vit y wit h o ut a ut h oris ati o n. 

1 4 8 1.  O n 1 8  J u n e 2 0 1 8  Ms V e n n e m ail e d Mr T h o ms o n  a n d M r H uis a m e n  (c c. Mr R uss ell -
M ur p h y  a n d Mr C ar el ess ) t o e x pl ai n t h at S ur g e  w as c o n d u cti n g  r e g ul at e d a cti viti es a n d 
t h at it s h o ul d c e as e t h os e a cti viti es u ntil S ur g e  h a d b e c o m e a n A R.  

1 4 8 2.  Mr H uis a m e n r es p o n d e d o n 1 9 J u n e 2 0 1 8  t o s a y,  

“I’ v e g o n e t hr o u g h t h e r e p ort. Y o u h a v e n ot r el a y e d t h e c orr e ct 
i nf or m ati o n r e g ar di n g L C F. If y o u di d t h eir r e p ort w o ul d h a v e 
b e e n f u n d a m e nt all y diff er e nt. As it is n o w, t h eir r e p ort d o es n ot 
r efl e ct t h e r e alit y of t h e o p er ati o ns. W h er e I c a n o nl y s p e a k f o r 
t h e L C F p art of y o ur s er vi c es, I c a n c o nfir m t h at y o u’r e n ot i n 
br e a c h of r e g ul ati o ns. ”  

1 4 8 3.  H e f oll o w e d u p o n t h e s a m e d a y wit h a m or e d et ail e d e m ail s etti n g o ut i n s h ort f or m w h y 
h e b eli e v e d S ur g e  w as n ot c o n d u cti n g  r e g ul at e d a cti vit y. Ess e nti all y , h e s ai d t h at t h er e 
w as n o pr o bl e m b e c a us e S ur g e ’s e m pl o y e es w er e a cti n g as a g e nts of L C F.  

1 4 8 4.  Ms V e n n s ai d s h e f o u n d t hi s “ m ost r e ass uri n g ” a n d r e pli e d o n 2 0 J u n e 2 0 1 8  t o s a y,  
“ B as e d o n t hi s w e will c arr y o n as w e ar e. ”  

1 4 8 5.  It a p p e ars t h at S ur g e  w as willi n g t o i g n or e a d et ail e d r e p ort fr o m F C A c o m pli a n c e e x p erts 
i n f a v o ur of e m ails of t hi s ki n d fr o m M r H uis a m e n . I fi n d t hi s w as b e c a u s e S ur g e  w as 
a n xi o us t o c o nti n u e e ar ni n g it s c o m missi o ns .  

1 4 8 6.  T h e e m ail r e c or d i n f a ct s h o ws t h at Ms V e n n , Mr C ar el ess a n d Mr R uss ell -M ur p h y  h a d 
s o u g ht r e ass uri n g e m ail s  fr o m Mr H uis a m e n a n d h a d i n d e e d s u g g est e d t h e c o nt e nt f or 
t h e m (i n cl u di n g t h e a g e n c y p oi nt).  

1 4 8 7.  W h e n as k e d a b o ut t h e e m ails i n e vi d e n c e, Ms V e n n e x pl ai n e d t h at s h e oft e n dr aft e d 
w or di n g f or p e o pl e , w hi c h t h e y c o ul d d e ci d e w h et h er t o us e. I fi n d t h at t h e e m ails fr o m 
Mr H uis a m e n w er e b as e d o n Ms V e n n’s s u g g esti o ns , a n d t h e y g a v e S ur g e a c o n v e ni e nt  
j ustifi c ati o n f or c o nti n ui n g t o s ell t h e b o n ds, d e s pit e T histl e’s r e p ort . I n d e e d, i n or al 
e vi d e n c e , Ms V e n n a c c e pt e d t h at w h e n s h e s e nt t h e e m ail 2 0  J u n e 2 0 1 8 , s h e i n f a ct 
w a nt e d t o u n d ert a k e m or e i n v esti g ati o n s. B ut t h at is n ot w h at s h e di d : s h e s ai d t h e y w o ul d 
c arr y o n as t h e y w er e.  
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1 4 8 8.  F or t h es e r e as o ns, I fi n d t h at t h e T histl e a u dit a ct u all y g a v e Mr C ar el ess  n o c o mf ort at all 
a b o ut S ur g e’s a cti viti es .  

F urt h er q u esti o ns a b o ut L C F’s b usi n ess  

1 4 8 9.  O n 2 M a y 2 0 1 8 a  pr os p e cti v e b o n d h ol d er  r ais e d a q u esti o n a b o ut L C F’s i nt er est r at es 
wit h Mr Bl u n d e n , o n e of S ur g e ’s s al es  t e a m. H e as k e d h o w L C F c o ul d b e c o m p etiti v e 
w h e n ot h er f u n di n g c o m p a ni es ar e off eri n g fr o m 3 % t o 5 % l e n di n g r at e t o t h eir b orr o w ers 
w h e n L C F w as c h ar gi n g 1 2 % t o 2 0 % .  

1 4 9 0.  Mr Bl u n d e n w as u n a bl e t o a ns w er t hi s q u esti o n, s o t h e p ot e nti al i n v est or s e nt it t o Ms 
M a d d o c k of L C F . S h e r e pli e d ( c c. D a n Bl u n d e n a n d Ms B al d o c k) t o s a y, “I b eli e v e t h at 
t h e r at es of ot h er f u n di n g c o m p a ni es t h at y o u ar e r ef erri n g t o ar e m or e m ai nstr e a m 
b a n ki n g a n d if a U K b usi n ess is a bl e t o s e c ur e l e n di n g fr o m t h e m t h e n t h e y ar e n ot a 
t ar g et cli e nt of o urs ”. T h e i n v est or r e pli e d, “ W h e n y o u s ai d t h os e c o m p a ni es ar e n ot 
a c c e pti n g b y t h e m ai nstr e a m fi n a n ci ers will b e y o ur c o m p a n y’s cli e nts, s o ar e r ef erri n g 
t o t h os e c o m p a ni es w hi c h h a vi n g b a d cr e dit r e c or ds a n d f or t h at r e as o n t h e s e c o m p a ni es 
or i n di vi d u als ar e will t o p a y m u c h hi g h er l e n di n g r at e t o L C F i n or d er t o g et f u n di n g ? ”  

1 4 9 1.  T h es e w er e str ai g htf or w ar d a n d si m pl e q u esti o n s a b o ut L C F a n d it s b usi n ess m o d el. 
T h e y h a d b e e n r ais e d i n t h e M S E p osts q u ot e d a b o v e. T h e o b vi o us q u esti o ns w er e , first, 
h o w L C F c o ul d fi n d b orr o w ers willi n g t o p a y t hi s m u c h a n d, s e c o n dl y, h o w t h er e c o ul d 
h a v e b e e n n o d ef a ult s b y s u c h b orr o w ers ( w h o w er e b o u n d t o b e b a d cr e dit ris ks) . T h er e 
is n o e vi d e n c e t h at t hi s c orr es p o n d e n c e w as s e nt t o Mr C ar el ess or Mr R uss ell-M ur p h y. 
B ut I fi n d t h at t h es e c o n c er ns w er e s elf-e vi d e nt; a n d w er e o b vi o us n ot j ust t o t h e s al es 
t e a m at S ur g e, b ut als o t o Mr C ar el ess  a n d Mr R uss ell -M ur p h y , w h o w er e e x p eri e n c e d 
b usi n ess m e n . T h e y di d n ot f oll o w u p t h es e o b vi o us r e as o ns f or c o n c er n. 

C o ntr ast wit h Bl a c k m or e  

1 4 9 2.  O n 2 9  J u n e 2 0 1 8  Bl a c k m or e pr o vi d e d a n u p d at e i n r es p e ct of t h eir fi n a n ci al aff airs. Ms 
V e n n c o m m e nt e d t o Mr R uss ell -M ur p h y , “t h e tr a ns p ar e n c y t h e y gr a nt u s is f a nt asti c. 
L C F w o n’t e v e n s a y w h o t h e 1 1 b orr o w ers ar e a n d Bl a c k m or e l et us s e e t h eir b a n k 
a c c o u nt a n d ar e h a p p y t o br e a k d o w n all of t h eir c osts f or us. T his is o n e r e as o n w h y I 
f e el v er y k e e n t o s u p p ort Bl a c k m or e ”. Mr R uss ell -M ur p h y  r e pli e d, “ Y o u’r e ri g ht, t h e y 
ar e v er y tr a ns p ar e nt c o m p ar e d t o L C F ”.  

1 4 9 3.  S h ortl y aft er t hi s, o n 3 J ul y 2 0 1 8, Ms V e n n pr o vi d e d Mr C ar el ess  a n d Mr R uss ell -
M ur p h y  wit h i nf or m ati o n a b o ut a l e n d er c all e d H a dri a n’s W all C a pit al, e x pl ai ni n g t h at 
t h e y “s h o w tr a ns a cti o n e x a m pl es ( wit h o ut n a mi n g cli e nts).” T h e c o ntr ast w as o b vi o us , 
a n d t h e u ns p o k e n q u esti o n w as w h y L C F w as u n willi n g t o d o t h e s a m e .  

1 4 9 4.  I fi n d t h at th e a ns w er w a s s elf-e vi d e nt : Ms V e n n, Mr C ar el ess  a n d Mr R uss ell -M ur p h y  
k n e w t h at Mr T h o ms o n di d n ot w a nt t o r e v e al t h at all of t h e l o a ns w er e t o Mr G ol di n g’s 
c o m p a ni es.  

F urt h er pr e p ar ati o ns f or W est mi nst er C or p or at e Fi n a n c e  
1 4 9 5.  Fr o m J ul y 2 0 1 8 w or k c o nti n u e d o n  W C F , as a b a c k u p t o L C F. I fi n d t h at t hi s w as 

h a p p e ni n g b e c a us e of c o nti n ui n g c o n c er ns a b o ut L C F’s s ust ai n a bilit y.  
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1 4 9 6.  O n 1 9  J ul y 2 0 1 8  Mr R uss ell -M ur p h y  e m ail e d Mr C ar el ess  a n d Ms V e n n  ( wit h t h e 
s u bj e ct, “ U p d at e fr o m S H K a n d Elt e n ”) s a yi n g, “ T h e y ar e k e e n t o g et W C F u p a n d 
r u n ni n g as a p.”   

1 4 9 7.  Mr C ar el ess  w as gi v e n a dr aft I M f or W C F . H e s ai d i n e vi d e n c e t h at h e pr o b a bl y 
u n d erst o o d t h at t h e g e n er al i d e a w as t h at it w o ul d b e l e n di n g t o S M Es  w hi c h w er e fi n di n g 
it h ar d t o o bt ai n b a n k f u n di n g. 

1 4 9 8.  Mr R uss ell -M ur p h y  e m ail e d Ms B al d o c k a n d Mr C ar el ess  o n 1 4  A u g ust 2 0 1 8  t o s a y: 

“ W C F n e e ds t o iss u e a l o a n t o S H K/ S G pri or t o g oi n g li v e a n d 
t a k e o n s o m e d e c e nt s e c urit y. T his w a y t h e A M’s c a n t al k a b o ut 
X X X X a m o u nt of s e c urit y pr ot e cti n g t h e i n v est ors .”   

1 4 9 9.  I n or al e vi d e n c e, Mr C ar el ess  a c c e pt e d t h at h e k n e w t h at t h e i d e a w as t h at it w o ul d b e 
m a ki n g l o a ns t o c o m p a ni es c o n n e ct e d wit h Mr H u m e -K e n d all  a n d Mr G ol di n g  (t h o u g h 
h e s ai d it mi g ht b e l e n di n g t o ot h ers t o o  a n d h e s ai d t h at t h er e w o ul d h a v e t o b e s e c urit y ). 
H e k n e w t h at Mr H u m e -K e n d all  a n d Mr G ol di n g  w er e s etti n g u p W C F. H e n c e , h e k n e w 
t h at t h e pl a n w as t h at t h e s a m e i n di vi d u als w o ul d b e o n t h e l e n d er a n d b orr o w er si d e . H e 
als o k n e w t h at t h e pl a n w as t o m ar k et t h e c o m p a n y as a l e n d er t o t h e S M E s e ct or . Mr  
C ar el ess  di d n ot c a vil at t h e  pl a n at t h e ti m e. I n d e e d , I fi n d t h at it c o nf or m e d wit h his 
e xisti n g u n d erst a n di n g of L C F.  

1 5 0 0.  Mr R uss ell -M ur p h y  s u bs e q u e ntl y b e c a m e c o n c er n e d a b o ut t h e li n ks b et w e e n L C F a n d 
W C F (i n cl u di n g t h e a p p oi nt m e nt of I a n S a n ds as a dir e ct or of t h e l att er), w hi c h (i n his 
e y es) u n d er mi n e d t h e w h ol e pr oj e ct. Mr R uss ell -M ur p h y  dr e w t hi s c o n c er n t o Mr 
T h o ms o n ’s att e nti o n o n 2 9 A u g ust 2 0 1 8 , s a yi n g,  

“ T h e ori gi n al r e as o n f or s etti n g W C F u p w as t o h a v e a b a c k u p 
t o L C F i n t h e e v e nt of t h e c o m p a n y h a vi n g a n y t y p e of f u n d 
r aisi n g iss u e i n t h e f ut ur e. T h e str u ct ur e of L C F a n d t h e b usi n ess 
m o d el li n ks t h e t w o c o m p a ni es t o o cl os el y t o g et h er .”   

1 5 0 1.  Mr R uss ell -M ur p h y  e x pl ai n e d t hi s c o n c er n t o Mr C ar el ess  a n d Ms V e n n o n 2 9  A u g ust 
2 0 1 8 :  

“ T h e ori gi n al r e as o n f or s etti n g u p W C F w as t o h a v e a b a c k u p 
t o L C F a n d a s e c o n d p ot f or c oll e cti n g f u n ds … I h a v e s e nt a n 
e m ail t o A n d y a n d S p e n c er wit h m y c o n c er ns …  

T h e m ai n pr o bl e m is W C F is pr ett y m u c h a n e x a ct c o p y of L C F 
… I a n S a n ds h as 1 7 a p p oi nt m e nts wit h ot h er c o m p a ni es w hi c h 
ar e m ai nl y li n k e d t o L C F a n d h a v e b orr o w e d m o n e y fr o m t h e m 
–  L a k e vi e w, W at ersi d e, Pri m e R es ort d e v el o p m e nt et c. If L C F 
w as t o r u n i nt o pr o bl e ms i n t h e f ut ur e, W C F is s o cl os el y li n k e d 
I c a n’t s e e h o w it will n ot b e eff e ct e d.”  

1 5 0 2.  I fi n d t h at Mr C ar el ess a n d Mr R uss ell -M ur p h y  u n d erst o o d t h at W C F w as a cl os e c o p y 
of L C F; t h at it w as b ei n g s et u p t o all o w t h e fl o w of f u n ds if L C F c oll a ps e d; t h at (li k e 
L C F) it w as g oi n g t o b e pr o m ot e d as a l e n d er t o t h e S M E s e ct or; t h at it w o ul d b e 
c o ntr oll e d b y Mr H u m e -K e n d all  a n d Mr G ol di n g ; a n d t h at it w o ul d l e n d t o b usi n ess es 
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c o n n e ct e d wit h Mr H u m e -K e n d all  a n d Mr G ol di n g . I fi n d t h at Mr C ar el ess  a n d Mr 
R uss ell -M ur p h y  w er e as sist e d i n t h e pr e p ar ati o ns a n d w er e c o nt e nt t h at S ur g e s h o ul d 
m ar k et b o n ds iss u e d b y W C F, if it c a m e t o b e n e e d e d . 

1 5 0 3.  I als o fi n d t h at t h e y k n e w t h at W C F w as b ei n g p ur s u e d wit h ur g e n c y b e c a u s e t h er e w er e 
s eri o us c o n c er ns t h at L C F mi g ht f ail.  

Pr o p os e d pr o p ert y tr a ns a cti o n i n t h e Isl e of Wi g ht  

1 5 0 4.  I n ar o u n d J ul y 2 0 1 8, Vi e w Pr o p ert y Gr o u p Li mit e d ( “ Vi e w Pr o p ert y ”), a c o m p a n y 
o w n e d b y Mr C ar el ess , h a d a n o p p ort u nit y t o b u y a pr o p ert y o n t h e Isl e of Wi g ht. T h e 
pr o p ert y w as at Br a di n g M ars h . Pl a n ni n g p er missi o n f or 6 0 l o d g es w as i n t h e pi p eli n e.  

1 5 0 5.  Vi e w Pr o p ert y d e ci d e d n ot t o p urs u e t his d e al , b ut Mr R uss ell -M ur p h y  t o o k it t o Mr 
G ol di n g . Mr G ol di n g  pr o p os e d i n l at e A u g ust t h at t h e y s h o ul d b u y t h e pr o p ert y t hr o u g h 
a n i nt er m e di at e S P V a n d r e-s ell it f or a pr ofit t o Pri m e R D L.  

1 5 0 6.  Mr C ar el ess  s ai d i n his e vi d e n c e t h at h e k n e w t h at Pri m e R D L w as c o n n e ct e d t o Mr 
G ol di n g  i n s o m e s ort of f u n d a m e nt al w a y. H e als o k n e w t h at t h e pr o p os al w as t h at t h e 
p ur c h as e b y Pri m e R D L w o ul d b e f u n d e d b y L C F.  

1 5 0 7.  As a r es ult of t h e cl os e c o n n e cti o ns b et w e e n Mr C ar el ess  a n d Mr R uss ell -M ur p h y  i n 
r el ati o n t o t hi s tr a ns a cti o n, I fi n d it is hi g hl y pr o b a bl e t h at Mr R uss ell -M ur p h y  als o k n e w 
t hi s. T h e y t h o u g ht t h at Mr G ol di n g  w as t h er ef or e i n v ol v e d i n all as p e cts of t h e pr o p os e d 
tr a ns a cti o n: i n L C F as f u n d er , i n t h e pr o p os e d i nt er m e di at e S P V a n d i n Pri m e  R D L , t h e 
e n d b u y er.  

1 5 0 8.  Mr G ol di n g  a gr e e d t o s plit t h e pr ofit  fr o m t h e o n-s al e wit h Mr C ar el ess  a n d Mr R uss ell -
M ur p h y . Mr C ar el ess  w a s v er y e nt h usi asti c a b o ut t hi s  tr a ns a cti o n. H e  t h o u g ht t h at t h e 
pr ofit s w o ul d e n a bl e hi m t o b u y a h eli c o pt er .  

1 5 0 9.  T h e pr o p ert y w as i niti all y h el d b y a c o m p a n y, I O W E c o R es er v e Li mit e d ( “I O W E c o ”); 
t h e o w n ers of I O W E c o w er e pr e p ar e d t o s ell t h e s h ar es i n t h e c o m p a n y f or £ 2. 5 milli o n .  

1 5 1 0.  A pl a n w as d e v el o p e d f or a n S P V c all e d Vi e w Pr o p ert y S P V 5 Li mit e d ( “ Vi e w S P V 5 ”) 
t o b u y t h e s h ar es i n I O W E c o, a n d t h e n i m m e di at el y t o s ell t h e s h ar es i n Vi e w S P V 5 t o 
a c o m p a n y o w n e d b y Pri m e R D L at a l ar g e pr ofit . I fi n d t h at Mr C ar el ess , Mr G ol di n g  
a n d Mr R uss ell -M ur p h y  k n e w t h at t h e i nt er m e di ar y c o m p a n y w as n ot g oi n g t o d o 
a n yt hi n g t o e ar n t h e pr ofit –  it di d n ot h a v e a pr e-e xisti n g ri g ht a n d it w as i m m e di at el y 
g oi n g t o tr a nsf er t h e pr o p ert y o n t o Pri m e R D L. 

1 5 1 1.  O n 1 0  O ct o b er  2 0 1 8  Mr R uss ell -M ur p h y  m ess a g e d Mr C ar el ess  o n W h ats A p p t o r e p ort 
t h at t h e s al e pri c e t o Pri m e R D L w o ul d b e £ 5 milli o n, gi vi n g ris e t o a pr ofit of £ 2. 5 
milli o n, w hi c h w o ul d b e di vi d e d b et w e e n Mr G ol di n g  o n t h e o n e h a n d a n d Mr 
C ar el ess /Mr R uss ell -M ur p h y  o n t h e ot h er.  Mr C ar el ess  r e pli e d i m m e di at el y t o s a y, “ Y E S 
… Y E S!!!!! ” . 

1 5 1 2.  T h e s h ar es i n Vi e w S P V 5 w er e tr a nsf err e d t o Mr B ar k er  ( 5 0 s h ar es), Mr C ar el ess  ( 2 5 
s h ar es) a n d Mr R uss ell -M ur p h y  ( 2 5 s h ar es) t o f a cilit at e t h e pr ofit s h ar e ( wit h Mr B ar k er  
h ol di n g his s h ar es o n tr ust f or Mr G ol di n g ).  
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1 5 1 3.  A s alr e a d y m e nti o n e d, t h e pl a n w as t h at L C F w as t o l e n d t h e p ur c h as e m o ne y t o Pri m e 
R D L. Mr R uss ell -M ur p h y  c o m m e nt e d t o Mr C ar el ess  t h at t h e y w o ul d h a v e t o “ gi v e L C F 
a bi g p us h ” t o r ais e t h e m o n e y . I n his or al e vi d e n c e, Mr C ar el ess  a c c e pt e d t h at t h e “ bi g 
p us h ” w as a s al es dri v e t o r ais e t h e e xtr a m o n e y f or L C F, s o it c o ul d l e n d t o Pri m e R D L 
t o e n a bl e it t o c o m pl et e t h e I sl e o f W i g ht d e al.  

1 5 1 4.  M a ki n g s ur e t h at L C F h a d e n o u g h t o  l e n d t o Pri m e R D L t o c o ns u m m at e th e I sl e o f W i g ht 
d e al b e c a m e a t o p pri orit y  f or Mr C ar el ess . T o w ar ds t h e e n d of O ct o b er  2 0 1 8 h e s ai d t h at 
if L C F’s f u n dr aisi n g di d n ot pi c k u p, S ur g e  w o ul d n e e d t o m o v e L C F t o t h e t o p of it s 
B I R w e bsit e i n pl a c e of Bl a c k m or e f or a f e w d a y s .  

1 5 1 5.  D uri n g t hi s p eri o d ( O ct o b er  - N o v e m b er  2 0 1 8) , Mr C ar el ess  a n d Mr R uss ell -M ur p h y  
w er e li aisi n g cl os el y wit h Mr G ol di n g . All w er e m e m b ers of a n I o W W h ats A p p gr o u p 
(t h o u g h m ost of t h e m es s a g es b et w e e n t h e m  ar e a p p ar e ntl y n o l o n g er a v ail a bl e t o b e 
dis cl os e d ). I n l at e N o v e m b er  2 0 1 8  Mr R uss ell -M ur p h y  e n d ors e d a s u g g esti o n fr o m  Ms 
B al d o c k t h at L C F b e “s wit c h e d b a c k t o t h e t o p of BI R u ntil t h e e n d of  N o v e m b er ”.  

1 5 1 6.  T h e  tr a ns a cti o n w as pr o c e e di n g t o w ar ds a n e x c h a n g e of c o ntr a cts i n D e c e m b er 2 0 1 8  
w h e n t h e F C A i nt er v e n e d i n L C F’s b usi n ess. 

1 5 1 7.  Mr C ar el ess  a c c e pt e d i n or al e vi d e n c e t h at h e k n e w t h at t h e w a y L C F w as i n v ol v e d i n 
t hi s tr a ns a cti o n m e a nt t h at m o n e y fr o m t h e b o n d h ol d ers w o ul d b e si p h o n e d off f or t h e 
p ers o n al b e n efit of Mr G ol di n g .  

1 5 1 8.  As alr e a d y n ot e d, Mr C ar el ess  als o a c c e pt e d t h at h e k n e w t h at Pri m e R D L w as c o n n e ct e d 
t o Mr G ol di n g . H e n c e, h e k n e w t h at Mr G ol di n g  w as eff e cti v el y o n all si d es of t h e d e al.  

1 5 1 9.  I fi n d t h at Mr C ar el ess w as n ot s ur pris e d a b o ut t h e i d e a t h at L C F’s f u n ds ( d eri v e d fr o m 
b o n d h ol d ers) w o ul d b e us e d i n t hi s w a y t o pr o vi d e a p ers o n al pr ofit t o Mr G ol di n g . N or 
di d h e o bj e ct t o it . I n d e e d, h e st o o d t o b e n efit p ers o n all y a n d e n c o ur a g e d t h e tr a ns a cti o n : 
h e t o o k a cti v e st e ps –  S ur g e’s “ bi g p us h ” –  t o m a xi mis e s al es t o b o n d h ol d ers  s o t h at t h e 
d e al c o ul d h a p p e n .  

1 5 2 0.  T h e i nt er v e nti o n of t h e F C A a n d t h e s u bs e q u e nt e ntr y of L C F i nt o a d mi nistr ati o n m e a nt 
t h at L C F c o ul d n o l o n g er pr o vi d e t h e p ur c h as e m o ne y  t o Pri m e R D L. T h e c oll a ps e of 
L C F als o u n d er mi n e d t h e fi n a n c es of Mr C ar el ess  a n d Mr R uss ell -M ur p h y , w h o h a d b e e n 
s o a n xi o us  f or t h e d e al t o pr o c e e d s o t h e y c o ul d o bt ai n t h eir s h ar e of t h e pr ofit.  

1 5 2 1.  Aft er t h e c oll a ps e Mr Mit c h ell  s ai d h e h o p e d t h at Pri m e R D L w o ul d b e a bl e t o r ais e t h e 
f u n ds els e w h er e s o t h at t h e d e al c o ul d pr o c e e d. H o w e v er, t h e d e al n e v er c o m pl et e d .  

1 5 2 2.  I n M ar c h 2 0 1 9, Mr P et er T a yl er, t h e h e a d of c o m pli a n c e at N ort h er n Pr o vi d e nt, as k e d 
S ur g e a b o ut s o m e n e ws p a p er r e p orts t h at h a d b e e n p u bli s h e d a b o ut t h e pr o p os e d Isl e o f 
W i g ht tr a ns a cti o n. Mr C ar el ess  s ai d i n a n e m ail of 1 A pril 2 0 1 9 ( c c. Ms V e n n ) t h at Mr 
R uss ell -M ur p h y  h a d s u g g est e d i n v ol vi n g Mr B ar k er  a n d Mr G ol di n g , w h o w er e w ell 
c o n n e ct e d i n pr o p ert y d e v el o p m e nt cir cl es , a n d e nli st e d t h eir h el p. H e s ai d t h at t h e y h a d 
f o u n d a b u y er a n d t h at t h e y h a d a gr e e d t o s plit t h e br o k er f e es. H e s ai d, “ [t]h at w as u ntil 
w e dis c o v er e d t h at t h e pr o p os e d b u y er w as a b orr o w er of L C F a n d I p ull e d o ut ” .  

1 5 2 3.  T h at a c c o u nt of e v e n ts w as f als e. Mr C ar el ess h a d k n o w n fr o m a n e arl y st a g e i n t h e 
pr o p os e d tr a ns a cti o n t h at t h e ulti m at e b u y er w as g oi n g t o b e f u n d e d b y L C F . As 
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e x pl ai n e d a b o v e , h e h a d b e e n i n v ol v e d i n t h e s al es dri v e ( “t h e bi g p us h ”) t o e ns ur e t h at 
L C F c o ul d pr o vi d e t h e f u n di n g. T h e tr a ns a cti o n w as g oi n g t o g o a h e a d w h e n t h e F C A 
i nt er v e n e d. Mr C ar el ess  w o ul d h a v e k n o w n t h es e st at e m e nts w er e f als e a n d mi sl e a di n g. 

1 5 2 4.  I n his writt e n e vi d e n c e, Mr C ar el ess  cl ai m e d t h at h e di d n ot r e a d t h e e m ail of 1 A pril 
2 0 1 9, w hi c h h a d b e e n dr aft e d f or hi m b y Ms  V e n n b ef or e h e s e nt it, b e c a u s e h e w as at 
h os pit al arr a n gi n g his wif e’s C -s e cti o n a n d “t h e ur g e n c y a n d gr a vit y of t h e sit u ati o n 
m e a nt t h at I w o ul d j ust h a v e c o pi e d a n d p ast e d t h e e m ail a n d s e nt it wit h mi ni m al r e vi e w 
or c h a n g es. ” I n his or al e vi d e n c e, h e a d mitt e d t h at  t h e a p p oi nt m e nt at h o s pit al w as a 
r o uti n e a nt e-n at al a p p oi nt m e nt , a n d t h at t h e el e cti v e C -s e cti o n w as s c h e d ul e d  to t a k e 
pl a c e i n ar o u n d f o ur m o nt hs.  His st at e m e nt w as t h er ef or e i n c orr e ct. T h er e is c o ns e q u e ntl y 
n o r e as o n w h y h e w o ul d n ot h a v e r e a d t hi s e m ail b ef or e s e n di n g it.  

1 5 2 5.  I n d e e d, d o c u m e nts dis cl o s e d d uri n g t h e tri al s h o w t h at h e s a v e d Ms V e n n ’s dr aft o n his 
i P h o n e. H e ulti m at el y s ai d i n his or al e vi d e n c e t h at h e c o ul d n ot g u ar a nt e e t h at h e h a d 
r e a d it.  

1 5 2 6.  I r ej e ct Mr C ar el ess ’s e vi d e n c e t h at h e h a d n ot r e a d t h e dr aft e m ail b ef or e it w as s e nt. 
T his w as a n i m p ort a nt i n q uir y a n d I fi n d t h at h e r e a d t h e dr aft a n d a p pr o v e d it.  I n a n y 
c as e, Ms V e n n m ust h a v e o bt ai n e d t h e i nf or m ati o n i n t h e dr aft e m ail fr o m Mr C ar el ess. 
I fi n d t h at t h e e m ail c o nt ai n e d a d eli b er at e li e.  

1 5 2 7.  T o s u m m aris e, Mr C ar el ess  a n d Mr R uss ell -M ur p h y  k n e w t h at t h e I sl e o f W i g ht d e al 
i n v ol v e d Pri m e R D L p ur c h asi n g a n ass et w ort h £ 2. 5 milli o n f or £ 5 milli o n usi n g L C F’s 
m o n e y , wit h £ 2. 5 milli o n t o b e p ai d as pr ofit t o Mr G ol di n g , Mr C ar el ess  a n d Mr R uss ell -
M ur p h y . T h e y als o k n e w t h at Pri m e R D L w as c o n n e ct e d i n s o m e w a y t o Mr G ol di n g , s o 
t h at Mr G ol di n g  w as eff e cti v el y o n b ot h si d es of t h e d e al.  Mr C ar el ess a n d Mr R uss ell -
M ur p h y w er e a n xi o us f or t h e d e al t o c o m pl et e a n d di d w h at t h e y c o ul d t o e ns ur e t h at 
L C F r ais e d e n o u g h t o f u n d t h e ulti m at e p ur c h as e b y Pri m e R D L.   

L C F’s c oll a ps e  
 
1 5 2 8.  As e x pl ai n e d a b o v e, t h e F C A r ai d e d L C F’s pr e mi s es o n 1 0  D e c e m b er 2 0 1 8.   

 
1 5 2 9.  Mr C ar el ess  h e ar d t h e n e ws a n d s e nt a m ess a g e t o Ms V e n n  o n t h e s a m e d a y, as ki n g, 

“ W h at d o y o u t hi n k h as h a p p e n e d ? ” .  
 

1 5 3 0.  S h e r e pli e d, “ [i]f I w as t h e F C A I w o ul d h a v e a m assi v e iss u e wit h o nl y 1 1 b orr o wi n g 
c o m p a ni es … L C F is s u s pi ci o us b e c a us e o nl y 1 1 b orr o wi n g c o m p a ni es d o es n’t l o o k 
g o o d .” T his w as a r ef er e n c e b a c k t o t h e E Y a c c o u nts.  It is r e v e ali n g t h at Ms V e n n’s 
i m m e di at e, u n g u ar d e d r e a cti o n w as a b o ut t h e s m all n u m b er of b orr o w ers a n d t h at s h e 
c all e d t hi s “ s us pi ci o us ” .  

 
1 5 3 1.  O n 1 2  D e c e m b er 2 0 1 8  Ms V e n n  s e nt a t e xt m ess a g e t o Mr C ar el ess , s a yi n g, “[ n]o m or e 

b usi n ess wit h p e o pl e w e d o n’t 1 0 0 % tr ust or li k e ”. Mr C ar el ess  s ai d, “ 1 0 0 % a gr e e d .”  
 
T h e cl ai m s f o r f r a u d ul e nt t r a di n g  

 
R el e v a nt l e g al pri n ci pl es  
 
1 5 3 2.  S e cti o n 2 4 6 Z A of t h e I ns ol v e n c y A ct 1 9 8 6 pr o vi d es as f oll o ws:  
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“( 1)  If w hil e a c o m p a n y is i n a d mi nistr ati o n it a p p e ars t h at a n y 
b usi n ess of t h e c o m p a n y h as b e e n c arri e d o n wit h i nt e nt t o 
d efr a u d cr e dit ors of t h e c o m p a n y or cr e dit ors of a n y ot h er 
p ers o n, or f or a n y fr a u d ul e nt p ur p os e, t h e f oll o wi n g h as eff e ct.  

( 2) T h e c o urt, o n t h e a p pli c ati o n of t h e a d mi nistr at or, m a y 
d e cl ar e t h at a n y p ers o n s w h o w er e k n o wi n gl y p arti es t o t h e 
c arr yi n g o n of t h e b u si n ess i n t h e m a n n er m e nti o n e d i n 
s u bs e cti o n ( 1) ar e t o b e li a bl e t o m a k e s u c h c o ntri b uti o ns (if a n y) 
t o t h e c o m p a n y’s ass ets a s t h e c o urt t hi n ks pr o p er. ”  

1 5 3 3.  T h e w or di n g is i n all m at eri al r es p e cts t h e s a m e as t h at f or li q ui d ati o ns ( at se cti o n  2 1 3 of 
t h e 1 9 8 6  A ct ) a n d t h e c as es d es cri bi n g t h e eff e ct of s e cti o n 2 1 3 ( a n d  it s si mil arl y w or d e d 
pr e d e c ess ors) ar e t h er ef or e e q u all y a p pli c a bl e t o s e cti o n 2 4 6 Z A.  
 

1 5 3 4.  I n M orri s v St at e B a n k of I n di a  [ 2 0 0 3] BC C 7 3 5, P att e n  J d es cri b e d t h e t hr e e el e m e nts 
of a fr a u d ul e nt tr a di n g cl ai m at [ 1 1]: 

 
“ T h er e ar e t h er ef or e t hr e e el e m e nts t o b e est a blis h e d: ( 1) t h at t h e 
b usi n ess of t h e c o m p a n y i n li q ui d ati o n h as b e e n c arri e d o n wit h 
i nt e nt t o d efr a u d t h e cr e dit ors of t h e c o m p a n y or f or a n y ot h er 
fr a u d ul e nt p ur p os e; ( 2) t h at t h e d ef e n d a nt s o u g ht t o b e m a d e  
li a bl e … p arti ci p at e d i n t h e c arr yi n g o n of t h e b usi n ess of t h e 
c o m p a n y i n t h at m a n n er; a n d ( 3) t h at it di d s o k n o wi n gl y: i. e. 
wit h k n o wl e d g e t h at t h e tr a ns a cti o ns it w as p arti ci p ati n g i n w er e 
i nt e n d e d t o d efr a u d t h e cr e dit ors of t h e c o m p a n y or w er e i n s om e 
ot h er w a y fr a u d ul e nt .”  

1 5 3 5.  As t o t h e first el e m e nt, i n R e A u g ust us B ar n ett & S o n Lt d  ( 1 9 8 6) 2 BC C 9 8 ,9 0 4 at p. 
9 8 ,9 0 7 , H off m a n n J s ai d :  
 

“ …t hi s i n m y j u d g m e nt i n v ol v es a fi n di n g t h at s o m e o n e h as 
d o n e a n a ct w hi c h c a n b e d es cri b e d as c arr yi n g o n s o m e b usi n ess 
of t h e c o m p a n y a n d t h at i n d oi n g s o h e h a d a n i nt e nt t o d efr a u d. 
E q u all y, t h e w or ds “ a n y b usi n ess of t h e c o m p a n y h as b e e n 
c arri e d o n …  f or a n y fr a u d ul e nt p ur p os e ” m ust m e a n t h at 
s o m e o n e c arr yi n g o n t h e b usi n ess h a d a fr a u d ul e nt p ur p os e i n 
d oi n g s o. ”  

1 5 3 6.  A b usi n ess m a y b e f o u n d t o h a v e b e e n c arri e d o n wit h i nt e nt t o d efr a u d cr e dit ors e v e n if 
o nl y o n e cr e dit or h as b e e n d efr a u d e d b y a si n gl e tr a ns a cti o n: I n r e G er al d C o o p er 
C h e mi c als Lt d  [ 1 9 7 8] C h 2 6 2. B ut it d o es n ot f oll o w t h at w h e n e v er a fr a u d i s c o m mitt e d 
a g ai nst a cr e dit or i n t h e c o urs e of c arr yi n g o n b usi n ess, t h e b usi n ess is b ei n g c arri e d o n 
wit h t h e i nt e nt t o d efr a u d cr e dit ors: M or p hiti s v B er n as c o ni  [ 2 0 0 3] C h 5 5 2, p er C h a d wi c k 
LJ at [ 4 6].  
 

1 5 3 7.  As t o t h e i nt e nt t o d efr a u d cr e dit ors or fr a u d ul e nt p ur p os e, th e c as e -l a w d o es  n ot s e e k t o 
d efi n e or d eli mit t h e c o n c e pt of fr a u d .  
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1 5 3 8.  Li a bilit y r e q uir e s t h at a p ers o n h as a ct e d dis h o n estl y: B er n as c o ni v B e n n ett  [ 2 0 0 0] BC C  
9 2 1, p er L a d di e J at [ 1 3] -[ 1 4], citi n g t h e d e cisi o n of M a u g h a m J i n R e P atri c k a n d L y o n 
Lt d  [ 1 9 3 3] C h 7 8 6 at 7 9 0. 

 
1 5 3 9.  I n R e Willi a m C L eit c h Br os Lt d  [ 1 9 3 2] 2 C h 7 1, M a u g h a m J s ai d at p. 7 7 :  

 
“If a c o m p a n y c o nti n u es t o c arr y o n b usi n ess a n d t o i n c ur d e bts 
at a ti m e w h e n t h er e is, t o t h e k n o wl e d g e of t h e dir e ct ors, n o 
r e as o n a bl e pr os p e ct of t h e cr e dit ors e v er r e c ei vi n g p a y m e nt of 
t h os e d e bts, it is, i n g e n er al, a pr o p er i nf er e n c e t h at t h e c o m p a ny 
is c arr yi n g o n b usi n ess wit h i nt e nt t o d efr a u d. ” 

1 5 4 0.  I n R v Gr a nt h a m  [ 1 9 8 4] Q B 6 7 5, t h e C o urt of A p p e al dis miss e d a n a p p e al a g ai nst a 
dir e cti o n gi v e n t o a j ur y t h at t h er e c o ul d b e a n i nt e nt t o d efr a u d if s o m e o n e “ o bt ai ns or 
h el ps t o o bt ai n cr e dit or f urt h er cr e dit w h e n h e k n o ws t h er e is n o g o o d r e as o n f or t hi n ki n g 
f u n ds will b e c o m e a v ail a bl e t o p a y t h e d e bt w h e n it b e c o m es d u e or s h ortl y t h er e aft er. ” 
At p. 6 8 3, L or d L a n e CJ s ai d :  

 
“If f urt h er a ut h orit y is r e q uir e d t h at s u c h a cti o ns m a y a m o u nt t o 
a n i nt e nt t o d efr a u d, it is t o b e f o u n d i n R e g. v. Si n cl ai r  [ 1 9 6 8] 1 
W L R 1 2 4 6. I n t h at c as e t h e tri al j u d g e h a d dir e ct e d t h e j ur y, at 
p. 1 2 4 9:  

“It is fr a u d if it is pr o v e d t h at t h er e w as t h e t a ki n g of a 
ris k w hi c h t h er e w as n o ri g ht t o t a k e w hi c h w o ul d c a us e 
d etri m e nt or pr ej u di c e t o a n ot h er. ... y o u h a v e t o b e s ur e 
t h at it w as d eli b er at e dis h o n est y ... ” 

T h e C o urt of A p p e al ( Cri mi n al Di visi o n) a p pr o v e d t h at 
dir e cti o n . I n R e g. v. Alls o p  ( 1 9 7 6) 6 4 Cr. A p p. R. 2 9, t h e C o urt of 
A p p e al ( Cri mi n al Di visi o n) h el d t h at a p ers o n is g uilt y of fr a u d 
if h e i nt e n ds b y d e c eit t o i n d u c e a c o urs e of c o n d u ct i n a n ot h er 
w hi c h p uts t h at ot h er’s e c o n o mi c i nt er ests i n j e o p ar d y, e v e n 
t h o u g h h e d o es n ot i nt e n d th at a ct u al l oss s h o ul d ulti m at el y b e 
s uff er e d b y t h at ot h er. ”  

1 5 4 1.  T h e w or ds “ or f or a n y ot h er fr a u d ul e nt p ur p os e ” ar e br o a d  i n r e a c h. I n R v K e m p [ 1 9 8 8] 
Q B 6 4 5, t h e C o urt of A p p e al st at e d  at p. 6 5 0:  
 

“ T ur ni n g fr o m t h at b a c k t o t h e s e cti o n, t h e w or di n g “ or f or a n y 
fr a u d ul e nt p ur p os e ” i n a s e cti o n c o ul d n ot b e wi d er. T h e q u esti o n 
is w h et h er t h at wi dt h is i nt e nti o n al. It cl e arl y di d n ot s ur pris e 
L or d D e n ni n g M. R. f or i n I n r e C y o n a Distri b ut ors Lt d [ 1 9 6 7] 
C h 8 8 9, 8 9 2 h e s ai d of t h e s e cti o n t h at it w as d eli b er at el y i n wi d e 
t er ms t o e n a bl e t h e c o urt t o bri n g fr a u d ul e nt p ers o n s t o b o o k, a n d 
a d d e d t h at t h e w or ds of t h e s e cti o n w er e t o b e gi v e n t h eir f ull 
wi dt h. ”  

1 5 4 2.  T h e C o urt of A p p e al  r ej e ct e d t h e ar g u m e nt t h at t h e s e cti o n w as c o nfi n e d t o cr e dit ors a n d 
t h at it e x cl u d e d p ot e nti al cr e dit ors. H e nr y J c o nti n u e d ( at p. 6 5 5):  
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“If t h e w or ds a d d a n yt hi n g t o t h e s e cti o n, t h e y m ust a p pl y t o 
p ot e nti al cr e dit ors as b ei n g t h e n e ar est t hi n g t o cr e dit ors a n d 
t h er ef or e t h e y m ust a p pl y t o c ust o m ers ”. 

1 5 4 3.  As t o p arti ci p ati o n, t h er e is n o r e q uir e m e nt t h at t h e d ef e n d a nt m ust e x er cis e a c o ntr olli n g 
or m a n a g eri al f u n cti o n i n t h e c o m p a n y. I n Bilt a ( U K) Lt d (i n li q ui d ati o n) a n d ot h ers v 
T r a diti o n Fi n a n ci al S er vi c es Lt d  [ 2 0 2 3] E W C A Ci v 1 1 2,  L e wis o n LJ s ai d at [ 1 1 8]:  
 

“ I s h o ul d m a k e it cl e ar, h o w e v er, t h at n ot hi n g I s a y m ust b e t a k e n 
as s etti n g t h e o ut er li mits of t h e s c o p e of s e cti o n 2 1 3. All t h at w e 
ar e as k e d t o d e ci d e is w h et h er a p ers o n c a n n ot f all wit hi n t h e 
s c o p e of s e cti o n 2 1 3 u nl ess h e h as a c o ntr olli n g or m a n a g e ri al 
f u n cti o n wit hi n t h e c o m p a n y. W h et h er a n “ o utsi d er ” c a n b e s ai d 
t o b e p art y t o t h e c arr yi n g o n b y a c o m p a n y of a fr a u d ul e nt 
b usi n ess m a y w ell b e a q u esti o n of f a ct a n d d e gr e e w hi c h 
r e q uir es c ar ef ul a n al ysi s.”  

1 5 4 4.  L e wis o n LJ als o e x pl ai n e d at [ 9 2] t h at t o b e li a bl e u n d er t h e s e cti o n t h e d ef e n d a nt m ust 
h a v e b e e n p art y t o t h e c arr yi n g o n of a fr a u d ul e nt b usi n ess; a n d n ot m er el y p art y t o a n 
i n ci d e nt al fr a u d c o m mitt e d b y t h e c o m p a n y . H e r ef err e d t o a di ct u m of Oli v er J i n t h e 
u nr e p ort e d c as e of R e M urr a y -W ats o n , t h at w h er e a dir e ct or of a s e c o n d -h a n d c ar 
d e al ers hi p li es t o a c ust o m er a b o ut t h e a g e of a c ar,  h e  c o ul d n ot b e s ai d t o b e c arr yi n g 
o n t h e c o m p a n y’s b usi n es s f or a fr a u d ul e nt p ur p os e. At [ 1 1 2], L e wis o n LJ m a d e th e s a m e 
p oi nt: “it is a pr e c o n diti o n of li a bilit y t h at b usi n ess h as b e e n c arri e d o n wit h fr a u d ul e nt 
i nt e nt; a n d t h at i n ci d e nt al fr a u ds c o m mitt e d i n t h e c o urs e of b usi n ess ar e n ot e n o u g h. ” 
 

1 5 4 5.  At [ 9 3] L e wis o n LJ s ai d:  
 

“ T h e e xt e nt t o w hi c h a c o u nt er p art y m ust b e i n v ol v e d i n t h e 
c arr yi n g o n of t h e fr a u d ul e nt b usi n ess m a y d e p e n d u p o n t h e 
f a cts. S u p p os e t h at a m a n uf a ct ur er r e g ul arl y s u p pli es c o u nt erf eit 
d esi g n er cl ot h es t o a r et aili n g c o m p a n y, k n o wi n g t h at t h e r et ail er 
will  p ass t h e m off as g e n ui n e. It is, i n m y j u d g m e nt, n o mis us e 
of l a n g u a g e t o d es cri b e t h e m a n uf a ct ur er as “ p art y t o t h e 
c arr yi n g o n ” of a fr a u d ul e nt b usi n ess, e v e n t h o u g h h e e x er cis es 
n o m a n a g eri al or c o ntr olli n g r ol e wit hi n t h e r et aili n g c o m p a n y; 
a n d t h e m a n uf a ct ur er m a y h a v e ot h er b usi n ess a cti viti es t h at ar e 
n ot fr a u d ul e nt. T h e m a n uf a ct ur er k n o ws a b o ut t h e r et ail er’s 
fr a u d ul e nt b usi n ess a n d i s a cti v el y p arti ci p ati n g i n it i n t h e s e ns e 
of f urt h eri n g a n d f a cilit ati n g it. ”  

1 5 4 6.  F or a p ers o n t o b e a p arti ci p a nt, s o m e p ositi v e a cts of assi st a n c e ar e r e q uir e d. I n 
M ai dst o n e B uil di n gs Li mit e d  [ 1 9 7 1] 1 W L R 1 0 8 5, P e n n y c ui c k V C c o n si d er e d ( at p. 
1 0 9 2) t h at p arti ci p ati o n r e q uir e d “s o m e p ositi v e st e ps of s o m e n at ur e ” .  

 
1 5 4 7.  I n R e A u g ust us B ar n ett & S o n Li mit e d  at 9 8 ,9 0 7, H off m a n n J s ai d : 
 

“It is a n e c ess ar y c o n diti o n of t h e c o urt’s p o w er t o m a k e a n or d er 
u n d er t hi s s e cti o n t h at it a p p e ars t h at “ a n y b u si n ess of t h e 
c o m p a n y h as b e e n c arri e d o n wit h i nt e nt t o d efr a u d ”. 
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Tr a nsf erri n g t h e p assi v e t o t h e a cti v e v oi c e, t hi s i n m y j u d g m e nt 
i n v ol v es a fi n di n g t h at s o m e o n e h as d o n e a n a ct w hi c h c a n b e 
d es cri b e d as c arr yi n g o n s o m e b usi n ess of t h e c o m p a n y a n d t h at 
i n d oi n g s o h e h a d a n i nt e nt t o d efr a u d. E q u all y, t h e w or ds “ a n y 
b usi n ess of t h e c o m p a n y h as b e e n c arri e d o n … f or a n y 
fr a u d ul e nt p ur p os e ” m ust m e a n t h at s o m e o n e c arr yi n g o n t h e 
b usi n ess h a d a fr a u d ul e nt p ur p os e i n d oi n g s o. O n c e t hi s 
c o n diti o n h as b e e n s ati sfi e d, t h e c o urt m a y i m p os e p ers o n al 
li a bilit y o n a n y p ers o ns w ho w er e k n o wi n gl y “ p art y t o ” t h e 
c arr yi n g o n of t h e b usi n ess “i n m a n n er af or es ai d ”. T h e w or ds 
“ p ers o ns … p art y t o ” m a y b e wi d e e n o u g h t o c o v er o utsi d ers 
w h o c o ul d n ot b e s ai d t o h a v e c arri e d o n or e v e n assi st e d t h e 
c arr yi n g o n of t h e c o m p a n y’s b usi n ess b ut w h o n e v ert h el ess i n 
s o m e w a y p arti ci p at e d i n t h e fr a u d ul e nt a cts. ”  

1 5 4 8.  A p ers o n m a y  p arti ci p at e i n t h e fr a u d ul e nt tr a di n g b y m e a ns of a tr a ns a cti o n w hi c h is n ot 
it s elf fr a u d ul e nt or d e c eitf ul, b ut w hi c h is k n o w n t o t h e p arti ci p a nt t o b e p art of t h e 
pr o c ess b y w hi c h  a  c o m p a n y c arri es o n fr a u d ul e nt tr a di n g : s e e Bilt a ( U K) Li mit e d ( i n 
li q ui d ati o n) [ 2 0 2 0] E W H C 5 4 6 ( C h) at [ 1 7 0]  a n d [ 1 9 2]. S n o w d e n J c o n cl u d e d t h at a 
p ers o n w h o t ur n e d a “ bli n d e y e ”, w hilst c a usi n g t h e c o m p a n y t o e nt er i nt o tr a d es w hi c h 
f a cilit at e d t h e fr a u d ul e nt tr a di n g of t h e c o m p a n y, p arti ci p at e d i n t h e fr a u d ul e nt  tr a di n g of 
t h e c o m p a n y. 
 

1 5 4 9.  A c c e pti n g m o n e y w hi c h is k n o w n t o h a v e b e e n pr o c ur e d b y t h e fr a u d ul e nt c arr yi n g o n 
of b usi n ess m a y b e s uffi ci e nt  t o c o nstit ut e p arti ci p ati o n. I n R e G er al d C o o p er C h e mi c als 
Li mit e d (i n Li q ui d ati o n)  [ 1 9 7 8] 1 C h 2 6 2, T e m pl e m a n J c o nsi d er e d ( at [ 6 8]) t h at a p ers o n 
a c c e pti n g p a y m e nt of a d e bt o wi n g w hi c h h e k n e w t o h a v e b e e n o bt ai n e d b y fr a u d c o ul d 
b e li a bl e f or fr a u d ul e nt tr a di n g:  

 
“I n m y j u d g m e nt, a cr e dit or is p art y t o t h e c arr yi n g o n of a 
b usi n ess wit h i nt e nt t o d efr a u d cr e dit ors if h e a c c e pts m o n e y 
w hi c h h e k n o ws f ull w ell h as i n f a ct b e e n pr o c ur e d b y c arr yi n g 
o n t h e b usi n ess wit h i nt e nt t o d efr a u d cr e dit ors f or t h e v er y 
p ur p os e of m a ki n g t h e p a y m e nt. [ C o u ns el] s ai d tr ul y t h at s e cti o n 
3 3 2 cr e at es a cri mi n al off e n c e a n d s h o ul d b e stri ctl y c o nstr u e d, 
b ut a m a n w h o w ar ms hi m s elf wit h t h e fir e of fr a u d c a n n ot 
c o m pl ai n if h e is si n g e d. ”  

1 5 5 0.  T h e t hir d el e m e nt is t h at t h e d ef e n d a nt k n e w t h at t h e tr a ns a cti o ns i n w hi c h h e or s h e 
p arti ci p at e d w er e i nt e n d e d t o d efr a u d t h e cr e dit ors of t h e c o m p a n y or w er e i n s o m e ot h er 
w a y fr a u d ul e nt.  
 

1 5 5 1.  T o b e k n o wi n gl y p art y t o fr a u d ul e nt tr a di n g, it i s n ot n e c ess ar y f or a p ers o n t o k n o w t h e 
d et ail s of t h e fr a u d or h o w it w as c arri e d o ut ; a n d kn o wl e d g e h er e i n cl u d es bli n d-e y e 
k n o wl e d g e. I n M orri s v B a n k of I n di a  [ 2 0 0 4] BC C 4 0 4, P att e n J s ai d at [ 1 3]:  

 
“ T h e li q ui d at ors h a v e t o s h o w t h at B OI (t hr o u g h it s r el e v a nt 
offi c ers a n d e m pl o y e es) k n e w t h at t h e si x tr a ns a cti o ns ( or o n e or 
m or e of t h e m) w er e b ei n g e nt er e d i nt o eit h er t o d efr a u d t h e 
cr e dit ors of B C CI or f or a fr a u d ul e nt p ur p os e. T h e y di d n ot h a v e 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 2 7  
 

t o k n o w e v er y d et ail of t h e fr a u d or t h e pr e cis e m e c h a ni cs of h o w 
it w o ul d b e c arri e d o ut, b ut cl e arl y t h e y di d h a v e t o k n o w, eit h er 
fr o m t h eir o w n o bs er v ati o n of w h at w as b ei n g d o n e or fr o m w h at 
t h e y w er e t ol d, t h at B C CI w as i nt e nt o n a fr a u d. K n o wl e d g e, f or 
t hi s p ur p os e, m e a ns w h at it s a ys. T h er e m ust h a v e b e e n a n a ct u al 
r e ali s ati o n o n t h e p art of B OI t h at B C CI w o ul d, or w as li k el y t o, 
e n g a g e i n f als e a c c o u nti n g. A f ail ur e t o r e c o g nis e t h e tr ut h of 
w h at w as g oi n g o n is n ot e n o u g h, h o w e v er o b vi o us t h at m a y  n o w 
s e e m t o h a v e b e e n. T h e r el e v a nt k n o wl e d g e als o h as t o b e 
c o nt e m p or a n e o us wit h t h e assi st a n c e t h at w as gi v e n at t h e ti m e 
b y e nt eri n g i nt o t h e v ari o us tr a ns a cti o ns. S u bs e q u e nt k n o wl e d g e 
b as e d o n hi n dsi g ht is n ot e n o u g h, n or is n e gli g e n c e t h e t est of 
li abilit y. [ C o u ns el] e m p h asis e d i n his cl osi n g s u b mi ssi o ns t h at it 
is irr el e v a nt w h et h er B OI is o p e n t o criti cis m f or sl a c k n ess or 
n e gli g e n c e, h o w e v er gr o ss. T h e o nl y iss u e is w h et h er it k n e w at 
t h e ti m e t h at it w as p arti ci p ati n g i n a fr a u d. I a gr e e wit h t h at. B ut 
b ot h si d es a c c e pt t h at k n o wl e d g e, f or t h es e p ur p os es, i n cl u d es 
s o-c all e d bli n d -e y e k n o wl e d g e, w hi c h e xist s w h e n t h e p art y i n 
q u esti o n s h uts it s e y es t o t h e o b vi o us b e c a us e of a c o ns ci o us f e ar 
t h at t o e n q uir e f urt h er will c o nfir m a s us pi ci o n of wr o n g doi n g 
w hi c h alr e a d y e xist s .”  

1 5 5 2.  It is e n o u g h t h at t h e p arti ci p a nt h a d r el e v a nt k n o wl e d g e t h at t h eir c o n d u ct w as c o n n e ct e d 
wit h a fr a u d. W h er e a p arti ci p a nt assi sts i n a fr a u d, s u c h as b y m a ki n g arr a n g e m e nts 
w hi c h ar e k n o w n t o c o n c e al w h at is h a p p e ni n g fr o m a t hir d p art y, t h e p arti ci p a nt t a k es 
t h e ris k t h at h e or s h e is p art of a fr a u d , t h e d et ails of w hi c h t h e y d o n ot k n o w. L e wis o n 
J e x pl ai n e d t hi s i n t h e c o nt e xt of p arti ci p ati o n i n V A T fr a u d i n H M R C v Li v e wir e T el e c o m 
Li mit e d  [ 2 0 0 9] E W H C 1 5 ( C h) at [ 1 0 3]. T h e s a m e pri n ci pl es h a v e b e e n a p pl i e d t o 
dis h o n est assi st a n c e i n a br e a c h of fi d u ci ar y d ut y, s e e A gi p ( Afri c a) Lt d v J a c ks o n  [ 1 9 9 0] 
C h. 2 6 5, at p. 2 9 5:  
 

“I n m y j u d g m e nt, h o w e v er, it is n o a ns w er f or a m a n c h ar g e d 
wit h h a vi n g k n o wi n gl y assi st e d i n a fr a u d ul e nt a n d dis h o n est 
s c h e m e t o s a y t h at h e t h o u g ht t h at it w as “ o nl y ” a br e a c h of 
e x c h a n g e c o ntr ol or “ o nl y ” a c as e of t a x e v asi o n. It is n ot 
n e c ess ar y t h at  h e s h o ul d h a v e b e e n a w ar e of t h e pr e cis e n at ur e 
of t h e fr a u d or e v e n of t h e i d e ntit y of it s vi cti m. A m a n w h o 
c o ns ci o usl y assi sts ot h ers b y m a ki n g arr a n g e m e nts w hi c h h e 
k n o ws ar e c al c ul at e d t o c o n c e al w h at is h a p p e ni n g fr o m a t hir d 
p art y, t a k es t h e ris k t h at t h e y ar e p art of a fr a u d pr a cti s e d o n t h at 
p art y. ”  

1 5 5 3.  A n ot h er ill ustr ati o n of t h e pri n ci pl e i n a V A T fr a u d c as e w as M e gti a n (i n A d mi nistr ati o n) 
v R e v e n u e a n d C ust o ms C o m missi o n ers  [ 2 0 1 0] E W H C 1 8 ( C h). Bri g gs J s ai d at [ 3 7] -
[ 3 8]: 

 
“ 3 7 . I n m y j u d g m e nt, t h er e ar e li k el y t o b e m a n y c as es i n w hi c h 
a p arti ci p a nt i n a s o p histi c at e d fr a u d is s h o w n t o h a v e a ct u al or 
bli n d -e y e k n o wl e d g e t h at t h e tr a ns a cti o n i n w hi c h h e is 
p arti ci p ati n g is c o n n e ct e d wit h t h at fr a u d, wit h o ut k n o wi n g, f or 
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e x a m pl e, w h et h er his c h ai n is a cl e a n or dirt y c h ai n, w h et h er 
c o ntr a -tr a di n g is n e c ess aril y i n v ol v e d at all, or w h et h er t h e fr a u d 
h as at it s h e art m er el y a dis h o n est i nt e nti o n t o a bs c o n d wit h o ut 
p a yi n g t a x, or t h at i nt e nti o n pl us o n e or m or e m ultif ari o us m e a ns 
of a c hi e vi n g a c o v er -u p w hil e t h e a bs c o n di n g t a k es pl a c e.  

3 8.  Si mil arl y, I c o nsi d er t h at t h er e ar e li k el y t o b e m a n y c as es i n 
w hi c h f a cts a b o ut t h e tr a ns a cti o n k n o w n t o t h e br o k er ar e 
s uffi ci e nt t o e n a bl e it t o b e s ai d t h at t h e br o k er o u g ht t o h a v e 
k n o w n t h at his tr a ns a cti o n w as c o n n e ct e d wit h a t a x fr a u d, 
wit h o ut it h a vi n g t o b e, or e v e n b ei n g p ossi bl e f or it t o b e, 
d e m o nstr at e d  pr e cis el y w hi c h as p e cts of a s o p histi c at e d 
m ultif a c et e d fr a u d h e w o ul d h a v e dis c o v er e d, h a d h e m a d e 
r e as o n a bl e i n q uiri es. I n m y j u d g m e nt, s o p histi c at e d fr a u ds i n t h e 
r e al w orl d ar e n ot i n v ari a bl y s us c e pti bl e, as a m att er of l a w, t o 
b ei n g c ar v e d u p i nt o s e lf-c o nt ai n e d b o x es e v e n t h o u g h, o n t h e 
f a cts of p arti c ul ar c as es, i n cl u di n g Li v e wir e, t h at m a y b e a n 
a p pr o pri at e b asis f or a n al ysis. ”  

1 5 5 4.  T h e s a m e pri n ci pl es h a v e b e e n a p pli e d t o cl ai ms u n d er s e cti o n 2 1 3 of t h e 1 9 8 6  A ct. I n 
J D Gr o u p Li mit e d  [ 2 0 2 3] E W H C 7 7 5 ( C h), t h e c o urt at first i nst a n c e h a d h el d t h at t h e 
r es p o n d e nt h a d k n o wi n gl y p arti ci p at e d i n t h e c o m p a n y’s fr a u d. T h e r es p o n d e nt a p p e al e d, 
s a yi n g t h at h e di d  n ot h a v e s uffi ci e nt k n o wl e d g e of t h e el e m e nts of t h e fr a u d. Sir A nt h o n y 
M a n n (sitti n g as a J u d g e of t h e Hi g h C o u rt ) dis miss e d t h e a p p e a l. H e s ai d t h at it w as n ot 
n e c ess ar y t o i d e ntif y w hi c h fr a u d ul e nt d et ails t h e p arti ci p a nt w as a w ar e  of . H e r ef err e d 
t o M orri s v B a n k of I n di a  at [ 1 3] a n d Al p h a Si m v C A Z Distri b uti o n S er vi c es  [ 2 0 1 4] 
E W H C 2 0 7 ( C h) at [ 6 1] . 
 

1 5 5 5.  T h e r e q uir e m e nts f or est a bli s hi n g bli n d -e y e k n o wl e d g e w er e a ut h orit ati v el y st at e d i n 
M a nif est S hi p pi n g C o Lt d v U ni -P ol ari s I ns ur a n c e C o Lt d ( T h e St ar S e a)  [ 2 0 0 3] 1 A C 
4 6 9  p er  L or d S c ott at [ 1 1 6]: 

 
“I n s u m m ar y, bli n d -e y e k n o wl e d g e r e q uir es, i n m y o pi ni o n, a 
s us pi ci o n t h at t h e r el e v a nt f a cts d o e xist a n d a d eli b er at e d e cisi o n 
t o a v oi d c o nfir mi n g t h at t h e y e xist. B ut a w ar ni n g s h o ul d b e 
s o u n d e d. S us pi ci o n is a w or d t h at c a n b e us e d t o d e s cri b e a st at e -
of -mi n d t h at m a y, at o n e e xtr e m e, b e n o m or e t h a n a v a g u e 
f e eli n g of u n e as e a n d, at t h e ot h er e xtr e m e, r efl e ct a fir m b eli ef 
i n t h e e xist e n c e of t h e r el e v a nt f a cts. I n m y o pi ni o n, i n or d er f or 
t h er e t o b e bli n d-e y e k n o wl e d g e, t h e s us pi ci o n m ust b e fir ml y 
g r o u n d e d a n d t ar g et e d o n s p e cifi c f a cts. T h e d eli b er at e d e cisi o n 
m ust b e a d e cisi o n t o a v oi d o bt ai ni n g c o nfir m ati o n of f a cts i n 
w h os e e xist e n c e t h e i n di vi d u al h as g o o d r e as o n t o b eli e v e. ”  

1 5 5 6.  T h e t er m dis h o n est y is n ot us e d i n t h e st at ut e. B ut, a s P att e n J e x pl ai n e d i n M orri s  at 
[ 1 2], fr a u d ul e nt tr a di n g of a c o m p a n y c o n n ot es a ct u al di s h o n est y. H e e x pl ai n e d t h at i t i s 
als o h ar d t o s e e h o w, i n pr a cti c e, a p art y c a n c o ns ci o usl y p arti ci p at e i n tr a ns a cti o ns w hi c h 
ar e k n o w n t o b e fr a u d ul e nt wit h o ut t h at c o nstit uti n g dis h o n est y.  
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1 5 5 7.  It is n e c ess ar y t o s h o w t h at t h er e w as eit h er s u bj e cti v e i nt e nt t o d efr a u d, or a r e c kl ess 
i n diff er e n c e as t o w h et h er or n ot t h e cr e dit ors w er e d efr a u d e d: B er n as c o ni v B e n n ett  
[ 2 0 0 0] BC C 9 2 1 at [ 1 3] -[ 1 4].  
 

1 5 5 8.  T h e t w o -st a g e t est f or dis h o n est y is t h at t h e f a ct -fi n di n g tri b u n al m ust as c ert ai n 
s u bj e cti v el y, t h e d ef e n d a nt’s a ct u al st at e of k n o wl e d g e or b eli ef as t o t h e f a cts, a n d 
w h et h er, i n t h e li g ht of t h at st at e of mi n d, t h e c o n d u ct w as h o n est or dis h o n est a p pl y i n g 
t h e o bj e cti v e st a n d ar ds of or di n ar y d e c e nt p e o pl e: s e e I v e y v G e nti n g C asi n os U K Lt d 
[ 2 0 1 8] A C 3 9 1 at [ 7 4]. 

 
1 5 5 9.  T h e c o urt m a y h a v e r e g ar d t o cir c u mst a nti al e vi d e n c e i n fi n di n g f a cts at tri al . T h e  i m a g e 

is s o m eti m es gi v e n o f a r o p e c o m p os e d of s e v er al c or ds: s e e R v E x all  ( 1 8 6 6) 4 F & F 9 2 2, 
9 2 9 . I n Arif (tr a di n g as T ri nit y Fis h eri es) v H M R C  [ 2 0 0 6] E W H C 1 2 6 2 ( C h) at [ 2 2], 
L e wis o n J  s ai d t h at t h er e c a n b e n o v ali d criti cis m of a tri b u n al w hi c h c o nsi d ers t h at o n e 
pi e c e of e vi d e n c e, w hil e r aisi n g a s us pi ci o n, is n ot e n o u g h o n it s o w n t o fi n d dis h o n est y; 
b ut t h at s e v er al s u c h pi e c es of e vi d e n c e, t a k e n c u m ul ati v el y, l e a d t o t h at c o n cl usi o n.  

 
1 5 6 0.  As t o r e m e di es, w h er e a p ers o n is f o u n d li a bl e f or fr a u d ul e nt tr a di n g i n r el ati o n t o a 

c o m p a n y i n a d mi nistr ati o n, t h e c o urt m a y or d er t h e m t o m a k e s u c h c o ntri b uti o ns t o t h e 
c o m p a n y’s ass ets as it t hi n ks pr o p er: s e cti o n 2 4 6 Z A( 2).  

 
1 5 6 1.  T h er e m ust b e a n e x us b et w e e n t h e l oss c a us e d t o t h e c o m p a n y’s cr e dit ors b y t h e 

fr a u d ul e nt tr a di n g a n d t h e c o ntri b uti o n or d er e d: M or p hiti s v B er n as c o ni  [ 2 0 0 3] C h 5 5 2, 
p er C h a d wi c k LJ at [ 5 3] . H e s ai d t h at :  

 
“ … a n o b vi o us c as e f or c o ntri b uti o n w o ul d b e w h er e t h e 
c arr yi n g o n of t h e b usi n e ss wit h fr a u d ul e nt i nt e nt h a d l e d t o t h e 
mi s a p pli c ati o n, or mi s a p pr o pri ati o n, of t h e c o m p a n y’s ass ets. I n 
s u c h a c as e t h e a p pr o pri at e or d er mi g ht b e t h at t h os e k n o wi n gl y 
p art y t o s u c h mi s a p pli c ati o n or mi s a p pr o pri ati o n c o ntri b ut e a n 
a m o u nt e q u al t o t h e v al u e of ass ets mi s a p pli e d or 
mi s a p pr o pri at e d. A n ot h er o b vi o us c as e w o ul d b e w h er e t h e 
c arr yi n g o n of t h e b usi n ess wit h fr a u d ul e nt i nt e nt h a d l e d t o 
cl ai ms a g ai nst t h e c o m p a n y b y t h os e d efr a u d e d. I n s u c h a c as e 
t h e a p pr o pri at e or d er mi g ht b e t h at t h os e k n o wi n gl y p art y t o t h e 
c o n d u ct w hi c h h a d gi v e n ris e t o t h os e cl ai ms i n t h e li q ui d ati o n 
c o ntri b ut e a n a m o u nt e q u al t o t h e a m o u nt b y w hi c h t h e e xist e n c e 
of t h os e cl ai ms w o ul d ot h er wis e  di mi ni s h t h e ass ets a v ail a bl e f or 
distri b uti o n t o cr e dit ors g e n er all y; t h at is t o s a y a n a m o u nt e q u al 
t o t h e a m o u nt w hi c h h as t o b e a p pli e d o ut of t h e a ss ets a v ail a bl e 
f or distri b uti o n t o s ati sf y t h os e cl ai ms. ” 

1 5 6 2.  A st arti n g p oi nt i n d et er mi ni n g t h e si z e of t h e c o ntri b uti o n m a y b e t h e l oss c a us e d t o t h e 
c o m p a n y’s cr e dit ors i. e. t h e n et d efi ci e n c y i n t h e a d mi nistr ati o n est at e: s e e R e T r a d est ar 
Li mit e d  [ 2 0 1 8] E W H C 3 5 9 5 ( C h), p er F a n c o urt J at [ 2 1]. 
 

1 5 6 3.  I n ass essi n g w h at c o ntri b uti o n t o r e q uir e fr o m d ef e n d a nts  li a bl e u n d er t h e s e cti o n, t h e 
c o urt m a y c o nsi d er e a c h d ef e n d a nt s e p ar at el y or m a y h ol d d ef e n d a nts li a bl e o n a j oi nt 
a n d s e v er al b asis: s e e R e O v er ni g ht Lt d  [ 2 0 1 0] BC C 7 9 6 at [ 3 0] -[ 3 2].  
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1 5 6 4.  Wit h t h es e pri n ci pl es i n mi n d , I t ur n t o t h e t hr e e el e m e nts i d e ntifi e d i n M orri s .  
 

1 5 6 5.  F or si m pli cit y i n t h e f oll o wi n g s e cti o ns, t h e t er m “ F C O B ”  is s h ort h a n d f or t h e first of 
t h es e: t h e c o n c e pt of c arr yi n g o n b usi n ess wit h i nt e nt t o d efr a u d cr e dit ors or f or a n y ot h er 
fr a u d ul e nt p ur p os e.  

 
W as t h e b u si n ess of L C F c a r ri e d o n wit h i nt e nt t o d ef r a u d t h e c r e dit o rs of t h e c o m p a n y 
o r f o r a n y ot h e r f r a u d ul e nt p u r p os e ?  
 
T h e Cl ai m a nts’ c as e t h at t h er e w as F C O B b y L C F  
 
1 5 6 6.  T h e Cl ai m a nts c o nt e n d t h at L C F o p er at e d as a fr a u d ul e nt s c h e m e b y w hi c h m o n e y w as 

r ais e d fr o m t h e s al e of b o n ds a n d mi s a p pr o pri at e d. T h e y c o nt e n d t h at t h er e  w er e t hr e e 
as p e cts t o t hi s : first, r aisi n g f u n ds fr o m b o n d h ol d ers t hr o u g h s yst e m ati c  a n d f u n d a m e nt al 
mi sr e pr es e nt ati o ns ; s e c o n d l y, o p er ati n g a P o n zi s c h e m e; a n d , t hir dl y, mi s a p pr o pri ati n g 
t h e f u n ds i n v est e d b y b o n d h ol d ers.  
 

1 5 6 7.  E x p a n di n g t his s u m m ar y , t h e Cl ai m a nts c o nt e n d, first, t h at L C F i n d u c e d b o n d h ol d ers t o 
tr a nsf er s u ms  t o L C F o n t h e b asis of n u m er o us f als e r e pr es e nt ati o ns a n d t h er e b y pl a c e d 
t h e e c o n o mi c i nt er ests of t h os e b o n d h ol d ers i n j e o p ar d y. T h e Cl ai m a nts s a y t h at t h e 
b o n d h ol d ers w er e t ol d t h at t h eir i n v est m e nts w er e s e c ur e a n d s u bj e ct t o v ari o us 
pr ot e cti o ns, w h e n i n r e alit y, t hi s w as n ot t h e c as e. L C F’s r e pr es e nt ati o ns w er e f als e, wit h 
t h e c o ns e q u e n c e t h at b o n d h ol d ers w h o i n v est e d t h eir s u ms  w er e b ei n g d e c ei v e d i nt o 
p a yi n g t h eir s u ms  o v er t o L C F.  T h e Cl ai m a nts s a y t h at t h e pi ct ur e p ai nt e d b y L C F’s 
r e pr es e nt ati o ns diff er e d fr o m t h e r e alit y. L C F i n f a ct l e nt f u n ds e x cl usi v el y t o a s m all 
n u m b er of b orr o w ers c o n n e ct e d t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr 
G ol di n g  wit h o ut c o n d u cti n g a n y fi n a n ci al d u e dili g e n c e, a n d wit h o ut p utti n g i n pl a c e 
a d e q u at e s e c urit y. T h e y s a y t h at L C F di d n ot c arr y o n a g e n ui n e b usi n ess, a n d t h er e w as 
n o r e al pr os p e ct t h at L C F w o ul d e v er b e a bl e t o r e p a y it s b o n d h ol d ers. I nst e a d, L C F w as 
in v ol v e d i n pr o vi di n g l o a ns w hi c h w er e d esi g n e d t o f u n d , a n d di d i n f a ct f u n d, p a y m e nts 
u n d er a s eri es of u n c o m m er ci al tr a ns a cti o ns ( pri n ci p all y t h e L a k e vi e w S P A, t h e El ysi a n 
S P A, t h e Pri m e S P A, t h e L P E S P A , a n d t h e L P T S P A) w hi c h w er e pl ai nl y c o ntr ar y t o 
L C F ’s o w n i nt er ests.  
 

1 5 6 8.  T h e Cl ai m a nts c o nt e n d , s e c o n dl y , t h at L C F o p er at e d as a P o n zi s c h e m e. T h e y s a y t h at 
L C F us e d s u ms  r e c ei v e d fr o m n e w b o n d h ol d er s i n or d er t o dis c h ar g e t h e i nt er est 
p a y m e nts t o e xisti n g b o n d h ol d ers. L C F h a d n o s o ur c e of i n c o m e ot h er t h a n s u ms  fr o m 
n e w i n v est ors, w hi c h w er e oft e n tr a nsf err e d t hr o u g h c o n n e ct e d b orr o wi n g c o m p a ni es 
b ef or e b ei n g r e p ai d t o L C F. T h e b orr o w ers di d n ot h a v e b usi n ess es w hi c h w er e 
g e n er ati n g pr ofit s (l et al o n e a n y t ur n o v er) w hi c h c o ul d f u n d p a y m e nts t o L C F. As a 
r es ult, t h er e w as n o m e a ns b y w hi c h L C F c o ul d m e et t h e li a biliti es it w as i n c urri n g t o 
b o n d h ol d ers, b ut L C F c o nti n u e d t o a c c e pt t h eir i n v est m e nts i n or d er t o m e et it s 
o bli g ati o ns t o e xisti n g b o n d h ol d ers. L C F w as t h er ef or e i n h er e ntl y u nst a bl e a n d d o o m e d 
t o c oll a ps e. 

 
1 5 6 9.  T h e Cl ai m a nts c o n te n d , t hir dl y, t h at a l ar g e p art of t h e m o n e y i n v est e d b y b o n d h ol d ers 

w as mi s a p pr o pri at e d  fr o m L C F. L C F (t hr o u g h t h e l o a ns t o c o n n e ct e d b orr o w ers) f u n de d  
p a y m e nts u n d er a s eri es of u n c o m m er ci al t r a ns a cti o ns (t h e S P As) t h e p ur p os e a n d eff e ct 
of w hi c h w as t o j ustif y  t h e mi s a p pr o pri ati o n of L C F’s ass ets i nt o t h e h a n ds of Mr 
T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er , a n d Mr G ol di n g . T h e Cl ai m a nts c o nt e n d t h at 
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t hi s i n v ol v e d a s eri es of l o a ns t o t h e c o n n e ct e d b orr o w ers w hi c h c o ul d n ot c o n c ei v a bl y 
b e j ustifi e d o n c o m m er ci al t er ms , a n d w hi c h l eft L C F wit h n e gli gi bl e s e c urit y a n d n o 
r e ali sti c pr os p e ct of b ei n g r e p ai d. T h e e c o n o mi c i nt er ests of L C F’s cr e dit ors (t h e 
b o n d h ol d ers) w er e t h e r e b y pl a c e d i n j e o p ar d y, a n d t hi s w as dis h o n est. 

 
1 5 7 0.  T h er e ar e o v erl a p s b et w e e n t h es e t hr e e s ets of all e g ati o ns. F or i nst a n c e, p art of t h e c as e 

u n d er t h e mi s r epr es e nt ati o n h e a d i n g is (br o a dl y ) t h at L C F w as pr es e nt e d as a di v ersifi e d  
l e n di n g b usi n ess, m a ki n g c o m m er ci al r et ur ns fr o m it s b orr o w ers , a n d t h at t h es e h a d b e e n 
a n d w o ul d b e  t h e s o ur c e fr o m w hi c h t h e b o n d h ol d ers w o ul d b e p ai d t h eir i nt er est a n d 
pri n ci p al. P art of t h e Cl ai m a nts ’ c as e is t h at n o r et ur ns f or L C F w er e i n f a ct g e n er at e d 
( or e v er li k el y t o b e g e n er at e d) fr o m t h e l o a ns t o t h e b orr o w ers , a n d t h at all of t h e i nt er est 
a n d pri n ci p al p ai d t o t h e b o n d h ol d ers c a m e fr o m n e w i n v est ors ’ m o ne y . T his is p art of 
t h e P o n zi s c h e m e all e g ati o n. A n ot h er p art of t h e mi s r epr es e nt ati o n c as e is t h at t h e pi ct ur e 
pr es e nt e d b y L C F w as u ntr u e b e c a us e s u bst a nti al p orti o ns of t h e a m o u nt s i n v est e d b y 
b o n d h ol d ers w er e i n f a ct b ei n g p ai d o ut t o t h e First t o F o urt h D ef e n d a nts u n d er t h e 
u n c o m m er ci al S P A tr a n s a cti o ns ( as w as i nt e n d e d b y L C F) a n d w er e t h er ef or e n ot 
a v ail a bl e t o t h e b orr o wi n g c o m p a ni es t o g e n er at e r es o ur c es t o p a y b a c k t h e i nt er est a n d 
pri n ci p al u n d er t h e l o a ns.  T his i s p art of t h e mis a p pr o pri ati o n c as e.  
 

1 5 7 1.  D es pit e t h es e o v erl a ps, it is c o n v e ni e nt t o a n al ys e t h e c o n d u ct of L C F’s b usi n ess b y 
r ef er e n c e t o t h e t hr e e s ets of all eg ati o ns m a d e b y t h e Cl ai m a nts.  

 
1 5 7 2.  C o u ns el f or Mr T h o ms o n s u b mitt e d t h at t h er e w as a b asi c l e g al fl a w i n t h e c as e a d v a n c e d 

b y t h e Cl ai m a nts. Mr T h o ms o n s ai d t h at t h e v ari o us ki n ds of c o n d u ct c o m pl ai n e d a b o ut, 
t h e b a c k d ati n g of d o c u m e nts, t h e c o n n e cti o ns b et w e e n Mr T h o ms o n a n d t h e c o ntr oll ers 
of t h e L o n d o n Gr o u p, a n d s o f ort h ar e o nl y r el e v a nt t o t h e e xt e nt t h at t h e y all o w t h e 
Cl ai m a nts t o est a blis h t h at Mr T h o ms o n’s c o n d u ct o p er at e d o n b o n d h ol d ers’ a bilit y t o 
r e c o v er t h e s u ms d u e t o t h e m. T h e Cl ai m a nts a c c e pt e d t h at a n y a w ar d of r eli ef f or 
fr a u d ul e nt tr a di n g d e p e n ds o n s h o wi n g a n e x us b et w e e n t h e fr a u d ul e nt c o n d u ct 
est a blis h e d a n d t h e a w ar d of c o m p e ns ati o n. B ut b e y o n d t hi s , it is n ot a s e p ar at e el e m e nt. 
I n m y j u d g m e nt t h e el e m e nts of t h e st at ut or y cl ai m h a v e b e e n a c c ur at el y st at e d i n t h e 
c as es r ef err e d t o a b o v e. T h at i s t h e a p pr o a c h I s h all t a k e.  

 
Att ri b uti o n of k n o wl e d g e t o L C F  

 
1 5 7 3.  T h e k n o wl e d g e of Mr T h o ms o n  f all s t o b e attri b ut e d t o L C F. Mr T h o ms o n  w as a d e j ur e 

dir e ct or of L C F fr o m 1 5  A u g ust 2 0 1 3  o n w ar ds, a n d w as h el d o ut as t h e C E O of L C F at 
all m at eri al ti m es, i n cl u di n g i n L C F’s m a n y m ar k eti n g m at eri als w hi c h w er e pr es e nt e d 
t o pr os p e cti v e b o n d h ol d ers.  

 
1 5 7 4.  As e x pl ai n e d b el o w, I als o fi n d t h at Mr G ol di n g  w as a s h a d o w dir e ct or of L C F.  I fi n d 

t h at his k n o wl e d g e f all s t o b e attri b ut e d t o L C F. 
 

W as t h er e fr a u d ul e nt c o n d u ct of b u si n ess b y L C F mi sr e pr es e nti n g  it s b u si n ess t o 
b o n d h ol d ers ?  
 
1 5 7 5.  T his i s t h e first s et of all e g ati o ns a d v a n c e d b y t h e Cl ai m a nts.  

 
1 5 7 6.  I h a v e f o u n d t h at a n u m b er of r e pr es e nt ati o ns w er e m a d e b y L C F t o m e m b ers of t h e 

p u bli c (s e e [ 3 9 3 ] t o [4 2 5 ] a b o v e).  
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1 5 7 7.  T h e n e xt iss u e is w h et h er t h e r e pr es e nt ati o ns t h at h a v e b e e n est a blis h e d w er e f als e, t o t h e 

k n o wl e d g e of L C F . 
 

1 5 7 8.  T h e first r e pr es e nt ati o n i s t h at L C F w o ul d n ot l e n d m or e t h a n 7 5 % of t h e v al u e of it s 
s e c urit y o v er ass ets; a n d  t h at it h a d s e c urit y of £ 2 1 5 milli o n  i n M a y 2 0 1 7 a n d £ 6 8 5 
milli o n  i n O ct o b er  2 0 1 8.  

 
1 5 7 9.  I a m s atisfi e d t h at t hi s w as f als e, a n d t h at Mr T h o ms o n k n e w t his . As alr e a d y e x pl ai n e d: 

i. T h e b orr o wi n g c o m p a ni e s w er e u n a bl e t o gr a nt s uffi ci e nt s e c urit y t o L C F b e c a us e 
t h eir ass ets w er e w ort h v er y si g nifi c a ntl y l ess t h a n t h e l o a ns. I h a v e alr e a d y m a d e 
fi n di n gs i n t hi s r e g ar d a b o ut t h e v al u e of t h e r el e v a nt b orr o wi n g c o m p a ni es’ 
i nt er ests i n T h e B e a c h , T h e Hill , P ar a dis e B e a c h a n d L a k e vi e w. F or t h e d et ail e d 
r e as o ns alr e a d y gi v e n, t h e s e ass ets eit h er h a d n o v al u e  or a v al u e si g nifi c a ntl y l o w er 
t h a n t h at us e d b y L C F i n it s c al c ul ati o ns.  

ii. Mr T h o ms o n k n e w t h at T h e Hill  w as w ort hl ess a s it w as h el d o n tr ust f or t h e El 
C u p e y i n v est ors. H e k n e w t h at t h er e w as n o fr e e e q uit y i n T h e Hill a n d t h at t h e 
v al u e of t h e sit e, ot h er t h a n f or t h e S a n ct u ar y i n v e st ors, w as nil.  

iii. Mr T h o ms o n  k n e w t h at T h e B e a c h w as w ort hl ess a s s e c urit y t o L C F. Mr T h o ms o n  
k n e w t h at T e n e d or a di d n ot o w n a n y l a n d at all at T h e B e a c h u ntil 2 0 1 7, a n d e v e n 
aft er t h at, w h e n s o m e pl ot s b e g a n t o b e a c q uir e d, Mr T h o ms o n  k n e w t h at T e n e d or a 
n e v er c a m e t o o w n all of t h e p ar c els of l a n d w hi c h w o ul d e n a bl e t h e d e v el o p m e nt 
of T h e B e a c h . Mr T h o ms o n  als o k n e w t h at t h e v al u ati o n of t h e sit e o n w hi c h h e 
a p p e ars t o h a v e a ct e d w as, i n a n y e v e nt, e x pr essl y n ot t o b e r eli e d u p o n f or t h e 
p ur p os es of l o a n s e c urit y . H e k n e w fr o m his b a n ki n g b a c k gr o u n d t h at n o h o n est 
a n d r e as o n a bl e l e n di n g c o m p a n y w o ul d r el y o n it as a b asis f or l e n di n g.  

i v. Mr T h o ms o n  k n e w t h at P ar a dis e B e a c h w as w ort hl ess as s e c urit y t o L C F. Mr 
T h o ms o n  k n e w t h at C V R es orts h el d o nl y a c o ntr a ct t o a c q uir e P ar a dis e B e a c h. H e 
als o k n e w t h at t h e c o ntr a ct i n v ol v e d p a yi n g v er y s u bst a nti all y m or e t h a n t h e ass et 
w as w ort h i n or d er t o a c q uir e it. Mr T h o ms o n  k n e w at all m at eri al ti m es t h at C V 
R es orts h a d n e v er a c q uir e d l a n d at P ar a dis e B e a c h t h at c o ul d s er v e as l o a n s e c urit y 
i n a n y e v e nt.  

v.  Mr T h o ms o n  k n e w t h at t h e L a k e vi e w sit e h a d v er y li mit e d v al u e as s e c urit y t o 
L C F . H e k n e w t h at t hi s w as f ar l ess t h a n t h e i nfl at e d v al u e attri b ut e d t o it i n L C F’s 
s pr e a ds h e ets. Mr T h o ms o n  k n e w a b o ut t h e r e al v al u e of t h e L a k e vi e w sit e: h e k n e w 
a b o ut t h e p ur c h as e pri c e a n d t h e t er ms of t h e L C C L S P A, u n d er w hi c h L C C L h a d 
a c q uir e d t h e L a k e vi e w sit e f or a p pr o xi m at el y £ 1. 5 milli o n, a n d t h at t h e L a k e vi e w 
sit e h a d b e e n v al u e d at a p pr o xi m at el y £ 4 milli o n b y S a vills a n d G V A.  Mr T h o ms o n  
k n e w t h at t h e hi g h fi g ur es us e d f or t h e  p ur p os es of L C F’s s e c urit y v al u e c o ul d n ot 
b e j ustifi e d. Mr T h o ms o n  k n e w t h at t h e ot h er v al u ati o ns o bt ai n e d i n r el ati o n t o t h e 
L a k e vi e w sit e w er e fl a w e d a n d b as e d o n ass u m pti o ns w hi c h h e k n e w w er e 
i n a c c ur at e. H e k n e w fr o m his b a n ki n g b a c k gr o u n d t h at n o h o n est a n d r e as o n a bl e 
l e n di n g c o m p a n y w o ul d r el y o n t h es e as a b asis f or l e n di n g.  

vi.  Mr T h o ms o n  k n e w t h at L C F w as l e n di n g t o c o m p a ni es w hi c h h a d b e e n r e c e ntl y 
i n c or p or at e d a n d di d n ot h a v e a n y ass ets. Mr T h o ms o n  k n e w i n p arti c ul ar t h at t h e 
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“s u p p ort ” c o m p a ni es h a d n o ass ets. Mr T h o ms o n  k n e w t h at , d es pit e t h eir l a c k of 
ass ets, L C F  w as l e n di n g t o t h os e c o m p a ni es b y all o c ati n g t o t h e m L & T D’s  
o utst a n di n g d e bts , a n d t h at t h e p ur p os e of t hi s arr a n g e m e nt w as t o all o w G R P t o 
b e s ol d d e bt fr e e t o e n a bl e G R P’s s u bsi di ari es t o b orr o w afr es h fr o m L C F.  

vii.  Mr T h o ms o n  als o k n e w t h at t h er e w as n o a d e q u at e s e c urit y f or t h e li a bilit y o w e d 
b y Atl a nti c P etr ol e u m S u p p ort. H e k n e w t h at t h er e h a d b e e n n o eff e cti v e 
assi g n m e nt of L O G’s ri g hts i n r el ati o n t o Atl a nti c P etr ol e u m t o b e us e d as s e c urit y 
f or L C F’s l e n di n g. H e al s o k n e w t h at t h e t ot al v al u e of L O G’s ri g hts w hi c h w er e 
p ur p ort e dl y assi g n e d t o L C F f or t hi s p ur p os e w er e v er y si g nifi c a ntl y b el o w t h e 
a m o u nt of l e n di n g b y L C F . H e k n e w t h at L O G w a s c o nti n ui n g t o tr e at t h e b e n efit 
of t h e l o a n t o Atl a nti c P etr ol e u m as i ts o w n pr o p ert y. Mr T h o ms o n  t h er ef or e k n e w 
t h at t h e li a bilit y o w e d b y Atl a nti c P etr ol e u m S u p p ort t o L C F w as u ns e c ur e d. 

viii.  As t o t h e i nt er ests of L O G i n I O G, I a c c e pt t h e e x p ert e vi d e n c e of Mr Os b or n e. I n 
p ar a gr a p h 5. 4 6 of his r e p ort of 2 9 S e pt e m b er 2 0 2 3 h e g a v e hi g h, l o w a n d mi d p oi nt 
v al u es f or t h es e i nt er ests at v ari o us d at es. T a ki n g his hi g h v al u es, t h e v al u e of t h e 
ass et w as al w a ys si g nifi c a ntl y l ess t h a n t h e a m o u nt of t h e l e n di n g t o L O G.  

i x. T h er e w as als o n o s e c urit y o v er t h e pr ef er e n c e s h ar es i n G R P b e c a us e n o s u c h 
s h ar es w er e e v er iss u e d. M or e o v er , Mr T h o ms o n t h o u g ht t h at n o pr ef er e n c e s h ar es 
h a d b e e n iss u e d t o L o n d o n Gr o u p (t h e p art y w hi c h h a d p ur p ort e d t o gr a nt t h e 
s e c urit y o v er t h e m). His e vi d e n c e w as t h at pr ef er e n c e s h ar es h a d b e e n iss u e d t o t h e 
i n di vi d u als.  

1 5 8 0.  T h e s e c o n d r e pr es e nt ati o n I h a v e f o u n d t o h a v e b e e n m a d e is t h at L C F w a s p erf or mi n g 
r o b ust d u e dili g e n c e b ef or e m a ki n g a n y l oa ns, s u c h t h at it w as s ati sfi e d t h at b orr o w ers 
w o ul d b e a bl e t o r e p a y t h e l o a ns, a n d t h at L C F o nl y l e nt t o cr e dit w ort h y b orr o w ers.  
 

1 5 8 1.  I a m s atisfi e d t h at t hi s w as f als e, t o Mr T h o ms o n’ s k n o wl e d g e: 

i. T h er e is n o d o c u m e nt ar y e vi d e n c e s h o wi n g t h at L C F c o n d u ct e d a n y d u e dili g e n c e  
at all .  

ii. L C F di d n ot c o n d u ct a fi n a n ci al r e vi e w of a n y b orr o w er b ef or e m a ki n g a d e cisi o n 
t o l e n d.  

iii. L C F di d n ot c o n d u ct a n y o n g oi n g m o nit ori n g of b orr o w ers. L C F di d n ot c o n d u ct 
a n a p pr ais al of t h e p ast t hr e e y e ars of fi n a n ci al i nf or m ati o n. I n d e e d , i n m a n y c as es 
t h e r el e v a nt b orr o wi n g c o m p a ni es w er e i n c or p or at e d j ust b ef or e t h e l o a n s w er e 
m a d e.  

i v. L C F di d n ot r e q uir e or o bt ai n r e ali sti c r e p a y m e nt pr o p os als fr o m a n y b orr o w ers.  

v.  L C F di d n ot arr a n g e f or t h e a p pr ais al of a b orr o w er’s pr o p ert y ass ets b y a n 
i n d e p e n d e nt s ur v e y or; t h er e w er e n o “ v erifi e d ” v al u ati o ns of t h e s e c urit y. S u c h 
v al u ati o n  d o c u m e nts as e xist e d w er e  n ot c urr e nt a n d w er e n ot a d dr ess e d t o L C F. 
F or r e as o ns gi v e n a b o v e, s u c h v al u ati o ns c o ul d n ot r e as o n a bl y h a v e b e e n r eli e d o n 
b y a  g e n ui n e a n d h o n est c o m m er ci al l e n d i n g b usi n ess.  
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vi.  L C F di d n ot h a v e stri ct l e n di n g crit eri a a n d it di d n ot i n vit e a p pli c ati o ns f or l e n di n g 
fr o m t h e m ar k et.  

vii.  M or e g e n er all y, a n y r e as o n a bl e  i n v est or r e a di n g L C F’s m ar k eti n g m at eri als w o ul d 
h a v e c o n cl u d e d t h at L C F h a d a l e n di n g d e p art m e nt d e v ot e d t o i n viti n g a n d 
ass essi n g l o a n a p pli c ati o ns fr o m t h e S M E s e ct or. It h a d n o l e n di n g d e p art m e nt. I 
a m s ati sfi e d t h at Mr T h o ms o n w as i n c h ar g e of all l e n di n g d e cisi o ns; a n d t h at h e 
di d n ot c o n d u ct a n y of t h e st e ps j us t list e d.  

viii.  Mr T h o ms o n k n e w e a c h of t h e f a cts list e d a b o v e.  

1 5 8 2.  T h e t hir d est a blis h e d r e pr es e nt ati o n is t h at L C F w as l e n di n g o n c o m m er ci all y 
c o m p etiti v e t er ms t o n u m er o us u n c o n n e ct e d S M E b orr o w ers p urs u a nt t o ar m’s l e n gt h 
tr a ns a cti o ns. 
 

1 5 8 3.  I a m s atisfi e d t h at t hi s w as f als e, t o Mr T h o ms o n’ s k n o wl e d g e: 

i. L C F n e v er l e nt t o u n c o n n e ct e d b orr o w ers. All of it s l e n di n g w as ( as Mr T h o ms o n 
a c c e pt e d i n e vi d e n c e) t o a s m all gr o u p of cl o s el y ass o ci at e d b orr o w ers. Mr 
T h o ms o n a c c e pt e d t h at h e w as r es p o nsi bl e f or t h e l e n di n g.  

ii. T h er e w er e c o nti n ui n g c o n n e cti o ns b et w e e n t h e b orr o w ers a n d L C F. Mr T h o ms o n 
r et ai n e d a 5 % b e n efi ci al i nt er est i n t h e L o n d o n Gr o u p of c o m p a ni es a n d Mr 
G ol di n g h a d a str o n g c o nti n ui n g i nfl u e n c e o v er t h e b usi n ess  of L C F .  

iii. T h e n u m b er of b orr o w ers w as v er y s m all, a n d w as c o n c e ntr at e d i n a si n gl e 
c o n n e ct e d gr o u p.   

i v. L C F w as n ot l e n di n g t o t h e S M E s e ct or. It w as a d v a n ci n g s u ms t o c o m p a ni es 
c o n n e ct e d wit h Mr T h o ms o n ’s cl os e b usi n ess ass o ci at es or, i n o n e c as e, t o Mr 
G ol di n g p ers o n all y.  

v.  L C F’s l o a ns w er e n ot o n c o m m er ci al t er ms. I s p e cifi c all y fi n d t h at  c o m m er ci al 
b orr o w er s  i n t h e S M E m ar k et w o ul d n ot h a v e b e e n willi n g t o b orr o w  o n t er ms 
r e q uiri n g t h e m t o p a y a n a d diti o n al 3 3 % o v er t h e lif e of t h e l o a n ( u n d er t h e gr ossi n g 
u p arr a n g e m e nts) as w ell as t h e 2 % arr a n g e m e nt f e e a n d c o ntr a ct u al i nt er est. I n t hi s 
r e g ar d, m ar k et r at es of i nt er est f or b orr o w ers at t h e ti m e w er e i n si n gl e di gits (s e e 
[8 4 1 ] a b o v e). 

vi.  I als o fi n d t h at a g e n ui n e c o m m er ci al l e n d i n g b usi n ess w o ul d n ot h a v e b e e n willi n g 
t o all o w t h e pr o c e e ds of l o a ns t o b e a p pli e d b y t h e b orr o w ers i n p a yi n g t h e 
c o nsi d er ati o n u n d er t h e L a k e vi e w S P A, t h e El ysi a n S P A, t h e Pri m e S P A, t h e L P E 
S P A a n d t h e L P T S P A , r at h er t h a n b ei n g us e d a s w or ki n g c a pit al i n p ot e nti all y 
i n c o m e-g e n er ati n g b usi n ess es  c a p a bl e of  g e n er ati n g r et ur ns f or L C F.  

1 5 8 4.  Mr T h o ms o n s ai d i n his e vi d e n c e t h at h e t h o u g ht t h er e w as n ot hi n g wr o n g i n l e n di n g t o 
t h e c o m p a ni es ass o ci at e d wit h Mr G ol di n g  a n d Mr H u m e -K e n d all . H e s ai d t h at h e k n e w 
t he m a n d  t h at t h e b usi n ess es  n e e d e d f u n di n g. H e s ai d t h at L C F w as a st art -u p a n d t h at h e 
h a d pl a n n e d t o e x p a n d t h e b orr o w er b as e t o u n c o n n e ct e d o n es. H e s ai d t h at t h at w as 
g oi n g t o b e a t as k f or 2 0 1 9, w hi c h w as g oi n g t o b e tr a nsf or m ati v e.  
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1 5 8 5.  I m a k e t h e f oll o wi n g fi n di n gs a b o ut t his:  

i. Mr T h o ms o n k n e w t h at L C F w as r e pr es e nti n g t o b o n d h ol d ers t h at it w as g oi n g t o 
l e n d t o t h e S M E s e ct or. It w as t elli n g t h e m t h at t h eir f u n ds w o ul d b e i n v e st e d i n 
ar m’s l e n gt h c o m m er ci al l e n di n g tr a ns a cti o ns. 

ii. H e k n e w t h at t h er e w as a n o b vi o us diff er e n c e b et w e e n l e n di n g t o a s m all, ti g htl y 
ass o ci at e d, gr o u p of c o m p a ni es o n t h e o n e h a n d, a n d l e n di n g a cr oss a di v ersifi e d 
cl ass of t hir d p art y b orr o w ers  o n t h e ot h er . H e w as a f or m er b a n k er, w h o 
u n d erst o o d t h e s pr e a di n g of ris k.  

iii. H e k n e w w h y b o n d h ol d ers w er e n ot b ei n g t ol d a b o ut t h e cl os e r el ati o ns hi ps of t h e 
b orr o w ers. I n d e e d, h e a c c e pt e d i n his e vi d e n c e t h at w h e n h e t ol d S ur g e t h er e w er e 
1 2 0 b orr o w ers t hi s w as mi sl e a di n g. H e di d n ot w a nt i n v est ors t o k n o w t h e tr ut h 
b e c a us e h e k n e w t h e y w o ul d  n ot h a v e i n v est e d  i n t h e b o n ds.  

i v. Mr T h o ms o n’s e vi d e n c e o n t hi s p oi nt w as b as e d o n t h e f als e pr e mi s e t h at t h e 
l e n di n g w as f or t h e p ur p os e of g e n ui n e c o m m er ci al tr a ns a cti o ns t o b usi n ess es 
w hi c h w o ul d t h e n b e a bl e t o r e p a y i nt er est a n d pri n ci p al fr o m t h eir o w n r es o ur c es. 
B ut h e k n e w t h at a l ar g e pr o p orti o n  of t h e m o n e y r ais e d fr o m b o n d h ol d ers w as i n 
f a ct b ei n g p ai d o ut t o hi m s elf a n d t h e i n di vi d u als f or t h eir o w n p ers o n al us e  or w as 
b ei n g us e d t o r e p a y e arli er i n v est ors , a n d w as n ot g oi n g i nt o pr ofit-g e n er ati n g 
e nt er pris es.  

v.  Mr T h o ms o n’s e vi d e n c e w as b as e d o n t h e f als e pr e mi s e t h at, o wi n g t o t h e “ b u y -
o ut ” a gr e e m e nt, h e n o l o n g er h a d a r e al i nt er est i n t h e b orr o w er gr o u p aft er J ul y 
2 0 1 5. B ut t h at di d n ot h a p p e n , a n d h e c o nti n u e d t o h a v e ( at l e ast) a 5 % st a k e  i n t h e 
b orr o w er gr o u p.  

1 5 8 6.  Mr T h o ms o n als o s ai d t h at t h e pr a cti c e of l e n di n g o nl y t o b orr o w ers c o n n e ct e d wit h Mr 
H u m e -K e n d all , Mr B ar k er  or Mr G ol di n g  w as “ n ot t h e pl a n at t h e o uts et ” b ut t h at t h e 
c o m p a n y “r a n v er y q ui c kl y ”. T his e vi d e n c e w as r e v e ali n g . It c o nt ai n e d  a n i m pli cit 
a c c e pt a n c e t h at  L C F w as b ei n g pr es e nt e d i n t h e I Ms as a c o m m er ci al l e n d er t o S M Es. 
B ut t h e pr o bl e m f or Mr T h o ms o n ( e v e n a c c e pti n g his e vi d e n c e at f a c e v al u e) is t h at L C F 
c o nti n u e d i n all of t h e b o n d iss u es t o m a k e t h e s a m e r e pr es e nt ati o ns. M or e o v er , t h e 
c o m m u n i c ati o ns wit h b o n d h ol d ers p ur p ort e d t o d es cri b e t h e b usi n ess as it w as w h e n 
t h os e c o m m u ni c ati o ns w er e iss u e d ( n ot a b o ut h o p es f or t h e f ut ur e) ; a n d n o n e of t h e I Ms 
e x pl ai n e d t h at it s b usi n ess c urr e ntl y c o nsist e d of l e n di n g t o a s m all gr o u p of ass o ci at e d 
c o m p a ni es. O n t h e c o ntr ar y, t h e y all d es cri b e d L C F as a c o m m er ci al l e n d er t o t h e S M E 
m ar k et.   

 
1 5 8 7.  I n a n y e v e nt, I r ej e ct Mr T h o ms o n’s e vi d e n c e t h at l e n di n g t o t h e ass o ci at e d c o m p a ni es 

w as n ot t h e pl a n at t h e o uts et. T his w as i n d e e d t h e pl a n. L C F w as cr e at e d as a v e hi cl e t o 
g e n er at e f u n di n g f or a s m all ass o ci at e d gr o u p of i n di vi d u als. T h e f a ct t h at b y t h e e n d of 
2 0 1 8 L C F h a d n ot l e nt t o a n y n o n -c o n n e ct e d b orr o w er is c o nsist e nt wit h t his.  
 

1 5 8 8.  Mr T h o ms o n als o c o nt e n d e d t h at b o n d h ol d ers w er e t ol d i n t er ms t h at b orr o w ers w o ul d 
b e s o ur c e d t hr o u g h t h e c o nt a cts of t h e dir e ct ors. H e s u g g est e d t h at w as s uffi ci e nt 
dis cl os ur e. I r ej e ct t h at  c o nt e nti o n . L C F t ol d i n v est ors t h at it h a d a n et w or k of 
r el ati o ns hi ps wit h pr of essi o n als i n t h e fi n a n ci al, a c c o u nti n g a n d l e g al pr of essi o ns a n d 
t h at it w as c o nfi d e nt t h at, usi n g t h es e r el ati o ns hi ps, it w o ul d b e a bl e t o s o ur c e a d diti o n al 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 3 6  
 

o p p ort u niti es t o l e n d t o S M Es o n c o m m er ci all y c o m p etiti v e t er ms. T h at is f ar fr o m 
dis cl osi n g t o b o n d h ol d ers t h at L C F w o ul d b e l e n di n g t o a s m all gr o u p of c o m p a ni es r u n 
b y Mr T h o ms o n’s b usi n ess ass o ci at es, a n d i n w hi c h h e w o ul d c o nti n u e t o h a v e a 5 % 
i nt er est. 

 
1 5 8 9.  C o u ns el f or Mr T h o ms o n als o s u b mitt e d i n cl osi n g t h at L C F’s c o m m u ni c ati o ns wit h t h e 

b orr o w i n g c o m p a ni es d e m o nstr at e d  t h at it w as c arr yi n g o n a n or m al, c o m m er ci al, 
l e n di n g b usi n ess. Mr T h o ms o n r eli e d, f or i nst a n c e, o n a l ett er t o Mr H u m e -K e n d all  d at e d 
3 M ar c h 2 0 1 6 c o n c er ni n g a p ossi bl e i n v est m e nt i n t h e Gr e at B e ar oil fi el d. T h e l ett er is 
f or m al i n t o n e. It s ets o ut a d es cri pti o n of L C F’s b u si n ess a n d t h e ki n ds of t er ms o n w hi c h 
L C F mi g ht b e pr e p ar e d t o l e n d. C o m m u ni c ati o ns of t hi s ki n d gi v e n o s u p p ort t o Mr  
T h o ms o n’s c as e . Mr H u m e -K e n d all  h a d of c o urs e b e e n i n v ol v e d i n s etti n g u p S A F E a n d 
u n d erst o o d it s o p er ati o ns. As t h e l ett er it s elf r e c or d e d , t h er e h a d alr e a d y b e e n a l o a n t o 
L & T D, i n w hi c h Mr H u m e -K e n d all  w as i nt er est e d. T h e cir c u mst a n c es i n w hi c h t h e l ett er 
w as writt e n w er e n ot a d dr ess e d at t h e tri al a n d n o w ei g ht c a n b e pl a c e d o n it.  

 
1 5 9 0.  A n ot h er e x a m pl e is a n e m ail t o Mr M ei kl e d at e d 2 4  N o v e m b er  2 0 1 5 h a vi n g s o m et hi n g 

t o d o wit h L C F l e n di n g i n r el ati o n t o a bl o o dst o c k d e b e nt ur e. A g ai n,  t h er e w as n o 
e vi d e n c e a b o ut t h e cir c u mst a n c es of t hi s e m ail , a n d , i n a n y e v e nt, t h er e is n o e vi d e n c e 
t h at t hi s c o m m u ni c ati o n l e d t o a n a ct u al l o a n.  

 
1 5 9 1.  A t hir d e x a m pl e is a l ett er d at e d o n it s f a c e 1 D e c e m b er 2 0 1 7 t o L O G a b o ut t h e i n cr e as e 

i n t h e f a cilit y t o £ 5 0 milli o n . T his w as cr e at e d i n M ar c h 2 0 1 8 a n d b a c k d at e d (s e e [6 4 2 ] 
a b o v e). It is n ot e vi d e n c e of L C F r u n ni n g a r e g ul ar l e n di n g b usi n ess.  
 

1 5 9 2.  M or e g e n er all y , t h e e xist e n c e of s o m e a p p ar e ntl y f or m al  d o c u m e nts of t h is ki n d  is 
i m m at eri al. T h er e w er e i n d e e d m a n y f or m al-l o o ki n g d o c u m e nts, i n cl u di n g t h e l o a n 
a gr e e m e nts, s e c urit y d o c u m e nts, si d e -l ett ers a n d s o f ort h. T h e y w er e oft e n pr e p ar e d wit h 
t h e assi st a n c e of e x p eri e n c e d s oli cit ors. T h eir e xist e n c e i n di c at es n ot hi n g eit h er w a y 
a b o ut t h e u n d erl yi n g tr a n s a cti o ns of L C F or t h eir pr o pri et y.  
 

1 5 9 3.  T h e f o urt h est a blis h e d r e pr es e nt ati o n is t h at n o s u ms  h a d b e e n or w o ul d b e a d v a n c e d t o 
a n y b orr o w er b ef or e t h e e x e c uti o n of a l e g all y bi n di n g l o a n a gr e e m e nt b et w e e n L C F a n d 
t h e b orr o w er, a n d t h e e x e c uti o n of v ali d s e c urit y d o c u m e nts s u p p orti n g t h e b orr o wi n g.  
 

1 5 9 4.  I a m s atisfi e d t h at t hi s w as f als e, t o Mr T h o ms o n’ s k n o wl e d g e. As alr e a d y e x pl ai n e d: 

i. F u n ds w er e oft e n a d v a n c e d t o b orr o w ers b ef or e a n y l o a n a gr e e m e nt w as e v e n p ut 
i n pl a c e or s e c urit y gr a nt e d. E x a m pl es ar e t h e l o a ns t o L & T D, t o Mr G ol di n g 
p ers o n all y , a n d t o L O G. L C F i n d e e d oft e n e n g a g e d i n t h e b a c k d ati n g of d o c u m e nts 
t o s e e k t o pr et e n d t h at t h e a gr e e m e nts h a d b e e n i n pl a c e e arli er. T his is d et ail e d 
a b o v e.  

ii. W h e n L C F di d e nt er writt e n a gr e e m e nts wit h b orr o w ers , it oft e n l e nt f u n ds w ell i n 
e x c ess of t h e f a cilit y  li mits. T his w as t h e c as e wit h t h e l o a ns t o S a n ct u ar y P C C , 
L & T D a n d L O G. A g ai n , d o c u m e nts w er e b a c k d at e d t o pr et e n d t h at t hi s h a d n ot 
h a p p e n e d.  
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iii. F u n ds w er e oft e n a d v a n c e d t o c o m p a ni es f or w hi c h t h er e w as n o si g n e d l o a n 
a gr e e m e nt. T his i n cl u d e d p a y m e nts t o S a n ds E q uit y, G A D, L o n d o n Gr o u p L L P 
a n d L o n d o n P o w er C o ns ult a nts.  

i v. Mr T h o ms o n k n e w e a c h of t h es e f a cts.  

1 5 9 5.  T h e fift h est a blis h e d r e pr es e nt ati o n is t h at t h e s e c urit y w o ul d b e h el d b y a n i n d e p e n d e nt 
s e c urit y tr ust e e , G S T, w hi c h w o ul d m o nit or t h e s e c urit y. 
 

1 5 9 6.  I a m s atisfi e d t h at t hi s w as f als e, t o Mr T h o ms o n’ s k n o wl e d g e. As alr e a d y e x pl ai n e d: 

i. G S T, w hi c h w as pr es e nt e d as a n i n d e p e n d e nt s e c urit y tr ust e e f or b o n d h ol d er s , w as 
s et u p b y Mr S e d g wi c k.  

ii. Mr S e d g wi c k w as cl os el y c o n n e ct e d wit h L C F a n d t h e b orr o w ers. H e w or k e d f or 
t h e L o n d o n Gr o u p u n d er t h e i nstr u cti o ns of Mr H u m e-K e n d all a n d w as t h e 
c o m p a n y s e cr et ar y of s e v er al of t h e b orr o w ers.  

iii. H e t h er ef or e h a d a d ut y a n d i nt er est t o pr o m ot e t h e b orr o w ers’ i nt er ests. T his 
cr e at e d a n o b vi o us p ot e nti al c o nfli ct as a n y s e c urit y tr ust e e w o ul d h a v e t o e nf or c e 
t h e s e c urit y a g ai nst t h os e b orr o w ers.  

i v. A M alt es e c o m p a n y, Or a cl e, of w hi c h Mr T h o ms o n w as t h e dir e ct or , b e c a m e t h e 
o w n er of t h e s h ar es i n G S T b y 2 7  O ct o b er  2 0 1 8 . Fr o m t hi s d at e, G S T w as t h er ef or e 
c o ntr oll e d b y Mr T h o ms o n hi m s elf. It w as t h er ef or e n ot i n d e p e n d e nt of L C F.   

v.  I n a n y e v e nt, G S T di d n ot hi n g t o m o nit or L C F’s s e c urit y.  

vi.  Mr T h o ms o n k n e w e a c h of t h es e f a cts.  

1 5 9 7.  T h e si xt h est a blis h e d r e pr es e nt ati o n is t h at L C F w as a g e n ui n e  b usi n ess w hi c h g e n er at e d 
i n c o m e a n d pr ofit fr o m l e n di n g a cti viti es, b as e d o n l e n di n g t o S M Es; t h at t h e s u ms  
i n v est e d w er e c a p a bl e of g e n er ati n g t h e n e c ess ar y r et ur ns; a n d t h at t h e o nl y c h ar g es t o 
b orr o w ers w er e t h e o n e -off 2 % f e e a n d i nt er est o n t h e l o a n, w hi c h w o ul d b e 1 2 -2 0 %.  
 

1 5 9 8.  I a m s atisfi e d t h at t hi s w as f als e, t o Mr T h o ms o n’ s k n o wl e d g e. As alr e a d y e x pl ai n e d:  

i. N o r et ur ns w er e e v er g e n er at e d b y a n y of L C F’s l e n di n g a cti viti es. N o n e of t h e 
b orr o w ers e v er p ai d a n y i nt er est fr o m of t h eir o w n r es o ur c es; r at h er t h e y p ai d 
i nt er est b y dr a wi n g d o w n f urt h er o n t h eir f a ciliti es wit h L C F, f u n d e d b y n e w 
i n v est ors’ m o n e y . Mr T h o ms o n i n d e e d a c c e pt e d i n cr oss -e x a mi n ati o n t h at L C F’s 
b orr o w ers us e d s u ms  a d v a n c e d b y L C F ( d eri vi n g fr o m b o n d h ol d ers) t o m e et t h eir 
i nt er est p a y m e nts. H e n c e, t h e a m o u nt s s h o w n i n L C F’s b o o ks as “i n c o m e ” o nl y 
e v er r e pr es e nt e d m o n e y r e c y cl e d fr o m b o n d h ol d e rs: it w as dr a w n d o w n b y 
b orr o w ers a n d us e d t o p a y i nt er est o n e xisti n g l o a ns.  

ii. S u bst a nti al a m o u nt s dr a w n fr o m L C F t hr o u g h l o a ns w er e i m m e di at el y us e d t o 
m a k e p a y m e nts p ers o n all y t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr 
G ol di n g u n d er t h e fi v e S P A tr a ns a cti o ns. T h es e a m o u nt s w er e “ c as h e d o ut ” (i n Mr 
T h o ms o n ’s w or ds) t o t h e i n di vi d u als a n d w er e t h er ef or e n ot a v ail a bl e t o t h e 
b orr o w ers f or a n y i n c o m e -g e n er ati n g b usi n ess es. T h es e a m o u nt s c o ul d t h er ef or e 
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n ot h a v e b e e n a p pli e d i n d e v el o p i n g t h e ass ets of t h e b usi n ess es or a c q uiri n g 
i n c o m e-g e n er ati n g ass et s. T h es e a m o u nt s w er e t h er ef or e n ot b ei n g a p pli e d i n 
l e n di n g t o i n c o m e-g e n er ati n g b usi n ess es, as h a d b e e n r e pr es e nt e d.  Mr T h o ms o n 
k n e w t h at t h e p ur p os e of m a n y of t h e dr a w d o w ns u n d er t h e l o a ns w as t o f u n d 
p a y m e nts u n d er t h e S P A s.  

iii. L C F r e pr es e nt e d t h at it w as c h ar gi n g i nt er est pl us a o n e -of f 2 % f e e. It d eli b er at el y 
di d n ot dis cl os e t h e 2 5 % of gr oss r e c ei pt s p a y a bl e t o S ur g e. T his f alsifi e d t h e 
r e pr es e nt ati o n a b o ut t h e l e v el of f e es .  

i v. M or e o v er , th e 2 5 % c h ar g e f u n d a m e nt all y aff e ct e d t h e b usi n ess m o d el. I fi n d ( b as e d 
o n t h e Cl ai m a nts’ e x p ert e vi d e n c e) t h at t h er e w as n o r e ali sti c pr os p e ct of L C F 
b ei n g a bl e t o r e c o v er i nt er est pl us t h e 2 % arr a n g e m e nt f e e, a n d t h e gr oss e d -u p  
c h ar g e t o c o v er t h e a m o u nt s p a y a bl e t o S ur g e. T h e ta bl e i n p ar a [ 3 8 2 ] a b o v e s h o ws 
t h e r at es of r et ur n t h at w o ul d h a v e b e e n r e q uir e d t o m e et li a biliti es t o b o n d h ol d ers . 
( T his t a bl e is i n d e e d c o ns er v ati v e as it d o es n ot i n cl u d e t h e 2 % f e e.) As Dr 
O k o n g w u e x pl ai n e d i n his e vi d e n c e , t h es e r at e s w er e v er y m u c h hi g h er t h a n 
c o m m er ci al l e n di n g r at es at t h e ti m e.  

v.  I n r e a c hi n g m y c o n cl usi o ns, I h a v e t a k e n a c c o u nt of Mr T h o ms o n’s c o nt e nti o ns 
(r e c or d e d i n [1 5 8 4 ] t o [1 5 9 2 ] a b o v e) t o t h e eff e ct t h at t h e l e n di n g b usi n ess w as 
c o m m er ci al a n d g e n ui n e.  T h e s a m e c o n cl usi o ns a p pl y h er e.  

1 5 9 9.  Mr T h o ms o n k n e w t h e tr u e p ositi o n i n all of t h e r es p e cts e n u m er at e d  a b o v e. H e als o 
k n e w t h at  b o n d h ol d ers w er e b ei n g pr es e nt e d wit h a f als e a n d mi sl e a di n g i m pr essi o n. T h e 
r e pr es e nt ati o ns w er e m a d e t o p ers u a d e b o n d h ol d er s t o i n v est.  
 

1 6 0 0.  As t o t h e p oi nt a b o ut L C F’s b orr o w ers n ot g e n er ati n g a n y i n c o m e fr o m it s o w n l e n di n g 
a cti vit i es, Mr T h o ms o n s ai d i n e vi d e n c e t h at 2 0 1 9 w as g oi n g t o b e tr a nsf or m ati v e a n d 
t h at I O G h a d a p ot e nti all y h u g e v al u e. H e w as, h o w e v er , u n a bl e t o e x pl ai n h o w L C F’s 
b orr o w ers w er e g oi n g t o b e a bl e t o p a y s uffi ci e nt i n c o m e t o L C F t o e n a bl e it t o s er vi c e 
b o n ds of 1 t o 3 y e ars wit h q u art erl y i nt er est o bli g ati o ns. H e di d n ot e v e n att e m pt t o 
s u g g est t h at t h e b orr o w ers c o ul d h a v e p ai d s uffi ci e nt i n c o m e t o s er vi c e t h e i nt er est o n 
t h e b o n ds. H e m a d e t h e v a g u e s u g g esti o n t h at t h e b orr o w ers mi g ht b e a bl e t o r efi n a n c e. 
I n m y j u d g m e nt t h e p ossi bilit y of r efi n a n ci n g w as w h oll y s p e c ul ati v e. B ut , i n a n y c as e, 
it d o es n ot m e et t h e c o m pl ai nt t h at fr o m 2 0 1 3 t o 2 0 1 8 L C F w as s elli n g b o n ds o n t h e 
f o oti n g t h at t h e y w er e t h e n b ei n g a n d w o ul d b e r e p ai d fr o m r et ur ns fr o m L C F’s l e n di n g 
o p er ati o n. T h at n e v er i n f a ct h a p p e n e d.  

 
1 6 0 1.  Mr T h o ms o n s u b mitt e d t h at h e h a d n ot b e e n dis h o n est i n all o wi n g t h es e r e pr es e nt ati o ns 

t o b e m a d e. H e m a d e a n u m b er of p oi nt s: 

i. H e s ai d t h at his o w n b a c k gr o u n d h a d b e e n i n b a n ki n g a n d t h at h e w as n e w t o 
i n v est m e nts of t hi s ki n d. T hi n gs gr e w v er y q ui c kl y , a n d h e w as o ut of his d e pt h . 

ii. T h e p e o pl e b e hi n d L o n d o n Gr o u p, Mr H u m e -K e n d all  a n d Mr G ol di n g , w er e f ar 
m or e e x p eri e n c e d as b usi n ess m e n a n d h e tr ust e d a n d r eli e d o n t h e m. H e s ai d t h at 
h e w as i n a diff er e nt l e a g u e.  

iii. H e w as n ot a d et ails m a n ; a n d w as oft e n o ut of t h e offi c e. 
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i v. H e w as s urr o u n d e d b y pr of essi o n al a d vis ers w h o r e vi e w e d a n d a p pr o v e d t h e p u bli c 
st at e m e nts a n d di d n ot s u g g est t h at t h e y w er e f als e or wr o n g. T h e pr of es si o n als 
i n cl u d e d L e wis Sil ki n a n d Mr H uis a m e n.  

v.  T h e a c c o u nts w er e a u dit e d a n d n eit h er P w C n or E Y s u g g est e d t h at t h er e w as 
a n yt hi n g a mi ss.  

vi.  N o n e of t h e ot h er dir e ct ors of L C F h a v e b e e n s u e d, w hi c h b etr a ys a l a c k of f ait h i n 
t h e all e g ati o n of dis h o n e st y.  

1 6 0 2.  N o n e of t hi s w as r e m ot el y c o n vi n ci n g . Mr T h o ms o n r e vi e w e d a n d a p pr o v e d t h e I Ms. H e 
als o k n e w w h at S ur g e w as t elli n g m e m b ers of t h e p u bli c as h e r e vi e w e d t h eir Q & As ( as 
e x pl ai n e d i n d et ail a b o v e). H e k n e w t h e i m pr essi o n b ei n g c o n v e y e d t o t h e p u bli c. I fi n d 
t h at h e k n e w all of t h e r es p e cts i n w hi c h t h at i m pr essi o n w as f als e (s e e a b o v e). T h er e 
w as n o e vi d e n c e b ef or e t h e c o urt fr o m L e wi s Sil ki n or Mr H uis a m e n, or  t h eir 
u n d erst a n di n g of t h e p ositi o n. B ut t h eir st at e of mi n d c a n m a k e n o diff er e n c e  a n y w a y . 
Mr T h o m s o n hi m s elf k n e w a b o ut t h e f als e st at e m e nts ; it d o es n ot m att er w hat ot h ers 
t h o u g ht. I als o r ej e ct t h e i d e a t h at Mr T h o ms o n w as s o m e h o w o ut of his d e pt h a n d 
i n c a p a bl e of a p pr e ci ati n g w h at L C F w as d oi n g. H e w as t h e C E O of L C F a n d r a n it s d a y -
t o-d a y b usi n ess. H e k n e w w h at L C F w as s a yi n g t o t h e p u bli c a n d w h at w a s r e all y g oi n g 
o n. It is cl e ar t h at h e a p pr o v e d all of t h e I Ms. It d o e s n ot m att er if o n s o m e ot h er o c c asi o ns 
h e w as l ess o n t o p of t h e d et ail. T h e l e v el of k n o wl e d g e or s o p histi c ati o n of Mr G ol di n g 
a n d Mr H u m e -K e n d all ar e a g ai n n ot m at eri al. H e k n e w w h at h e w as d oi n g. A g ai n , t h er e 
is n o e vi d e n c e a b o ut t h e a u dit ors a n d w h at t h e y u n d erst o o d. T h er e is n ot hi n g i n t h e a u dit 
r e p orts t o s h o w t h at t h e y r e vi e w e d L C F’s p u bli c st at e m e nts t o i n v est ors. B ut e v e n if t h e y 
h a d it is irr el e v a nt t o Mr T h o ms o n’s st at e of mi n d.  T h e f a ct t h at t h e ot h er dir e ct ors h a v e 
n ot b e e n s u e d als o h as n o b e ari n g: t h at is t h e Cl ai m a nts ’ d e cisi o n , a n d I m ust ass ess t h e 
c as e a g ai nst Mr T h o ms o n.   
 

1 6 0 3.  I fi n d t h at Mr T h o ms o n d eli b er at el y a n d c y ni c all y pr o c ur e d L C F t o pr es e nt it s elf s o as t o 
m a xi mi s e s al es, k n o wi n g t h at b o n d h ol d ers w er e gi v e n a f als e a n d mi sl e a di n g st or y . His 
m ar k eti n g eff orts w er e e xtr e m el y s u c c essf ul  a n d L C F r ais e d h u g e s u ms fr o m i n v est ors . 
T h e f als e r e pr es e nt ati o n s w er e s yst e m ati c a n d wi d es pr e a d. I fi n d t h at Mr T h o ms o n 
dis h o n estl y pr o c ur e d or all o w e d L C F t o m a k e f als e r e pr es e nt ati o ns t o i n v est ors.  
 

1 6 0 4.  Mr T h o ms o n’s dis h o n est y is t o b e attri b ut e d t o L C F.  I als o fi n d t h at Mr G ol di n g w as 
dis h o n e st a n d t h at hi s st at e of mi n d is t o b e attri b ut e d t o L C F.  
 

1 6 0 5.  T h e n e xt iss u e is w h et h er L C F’s mi sr e pr es e nt ati o ns a m o u nt e d t o F C O B b y L C F wit hi n 
t h e s c o p e of s e cti o n 2 4 6 Z A.   

 
1 6 0 6.  Mr T h o ms o n  s u b mitt e d t h at t h e c as e b as e d o n L C F’s mi sr e pr es e nt ati o ns w as 

mi s c o n c ei v e d. H e s u b mitt e d t h at t hes e all e g ati o ns a d d e d n ot hi n g t o t h e c as e a b o ut t h e 
w a y t h e b usi n ess w as c o n d u ct e d. H e s ai d t h at i n or d er t o est a blis h t h e mi sr e pr es e nt ati o ns 
t h e Cl ai m a nts h a v e t o s h o w t h at t h e b usi n ess w as n ot b ei n g c arri e d o n as a l e giti m at e 
b usi n ess b ut as a m er e f a ç a d e f or fr a u d, a n d if t h e y c a n n ot d o t h at t h e w a y t h at t h e 
b usi n ess w as b ei n g pr es e nt e d t o b o n d h ol d ers a d ds n ot hi n g.  

 
1 6 0 7.  I d o n ot a c c e pt t he  s u b mi ssi o n  t h at t h e mi sr epr es e nt ati o n  b y L C F of it s b usi n ess t o 

b o n d h ol d ers is l e g all y irr el e v a nt. As I h a v e alr e a d y e x pl ai n e d, t h er e is a n o v erl a p b et w e e n 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 4 0  
 

t h e t hr e e str a n ds of t h e Cl ai m a nts’ c as e. H e n c e , t h e tr u e f a ct u al p ositi o n a b o ut, s a y, t h e 
S P As ( a n d w h et h er t h e y w er e g e n ui n e c o m m er ci al tr a ns a cti o ns) is r el e v a nt t o s o m e of 
t h e all e g e d mi sr e pr es e nt ati o ns.  

 
1 6 0 8.  B ut t h er e ar e als o s e p ar at e el e m e nts. F or i nst a n c e, p art of t h e c as e r ests o n t h e all e g ati o n 

t h at L C F l e nt t o o nl y a s m all n u m b er of cl os el y ass o ci at e d b orr o w ers i n w hi c h Mr 
T h o ms o n h a d a b e n efi ci al i nt er est. T h e Cl ai m a nts all e g e ( a n d I h a v e f o u n d) t h at t h at is 
at o d ds wit h t h e pi ct ur e pr es e nt e d t o i n v est or s b y L C F.  I n m y j u d g m e nt t h er e m a y b e 
fr a u d ul e nt tr a di n g w h er e a c o m p a n y i n d u c es cr e dit ors t o a d v a n c e m o n e y t o it b y 
mi sr e pr es e nti n g t h e n at ur e of it s b usi n ess , p arti c ul arl y w h er e t h e pi ct ur e pr es e nt e d is 
f u n d a m e nt all y diff er e nt fr o m t h e tr ut h . P utti n g it a n ot h er w a y, r aisi n g m o n e y fr o m 
cr e dit ors b y f als e pr et e n c es  is c a p a bl e of c o nstit uti n g t h e c arr yi n g o n of t h e b usi n ess wit h 
i nt e nt t o d efr a u d cr e dit or s or f or a fr a u d ul e nt p ur p os e.  

 
1 6 0 9.  Mr T h o ms o n ’s s u b missi o ns a p p e ar t o i g n or e t h e f a ct t h at t h e r e pr es e nt ati o ns w er e all e g e d 

t o b e mi sr e pr es e nt ati o ns, t o b e f als e. I h a v e f o u n d t h at L C F s yst e m ati c all y a n d s eri all y 
mi sr e pr es e nt e d it s b usi n e ss t o i n v est ors. T h e  i n v est ors t h o u g ht t h e y w er e i n v esti n g i n a 
b usi n ess w hi c h w as l e n di n g t o ar m’s l e n gt h c o m m er ci al b orr o w ers, a p pl yi n g ri g or o us 
l e n di n g crit eri a, wit h a l ar g e a n d di v ersifi e d l o a n b o o k a n d s m all a v er a g e l o a ns, wit h a n 
i n d e p e n d e nt s e c urit y tr ust e e a n d ri g or o us s e c urit y v al u ati o ns. T h e y w er e als o t ol d t h at 
t h e m o n e y w o ul d b e r e p ai d fr o m r et ur ns fr o m b orr o w ers. L C F w as i n f a ct l e n di n g m o n e y 
t o a s m all, i nt er-c o n n e ct e d gr o u p of b orr o w ers, wit h n o tr a c k r e c or d a n d oft e n wit h n o 
l o a n s e c urit y d o c u m e nt ati o n. N o pr o p er l e n di n g crit eri a w er e a p pli e d; t h er e w as n o 
m o nit ori n g of l o a ns; t h er e w as n o pr o p er c o ntr ol of t h e us e of t h e pr o c e e ds b y t h e 
b orr o wi n g c o m p a ni es (s o t h e y w er e , f or i nst a n c e, all o w e d t o a p pl y t h e m i n m a ki n g 
p a y m e nts u n d er t h e S P A s). T h er e w as n o pr o p er a p pr o a c h t o t h e v al u ati o n of s e c urit y.  

 
1 6 1 0.  T h e b usi n ess of L C F c o nsist e d of t h e r aisi n g of i n v est m e nts fr o m b o n d h ol d ers a n d t h e 

a p pli c ati o n of t h e pr o c e e ds i n a l e n di n g b usi n ess.  R aisi n g m o n e y w as t h er ef or e a n 
ess e nti al el e m e nt of t h e b usi n ess.  I h a v e f o u n d t h at L C F s yst e m ati c all y  cr e at e d a w h oll y 
f als e i m pr essi o n t o i n v est ors a b o ut t h e n at ur e of its b usi n ess . T his i n cl u d e d f als e 
i nf or m ati o n a b o ut L C F’s b usi n ess m o d el; t h e i d e ntit y of b orr o w ers ; t h e w a y b orr o w ers 
w o ul d b e ass ess e d f or cr e dit -w ort hi n ess; t h e v al u ati o n of s e c urit y; h o w t h e m o n e y will 
b e a p pli e d ; t h e pr ot e cti o n of a s e c urit y tr ust e e; a n d a b o ut t h e s o ur c e of i n c o m e fr o m 
w hi c h b o n d h ol d ers w o ul d b e p ai d t h eir o w n i nt er est a n d pri n ci p al. T o p ar a p hr as e, t h e 
b usi n ess w as s ol d as a s af e i n v est m e nt; i n f a ct ( as I h a v e f o u n d) , L C F h a d n o pr o p er 
l e n di n g pr o c ess es a n d w as n ot a g e n ui n e l e n di n g b usi n ess t o t h e br o a d S M E s e ct or. It 
w as i n f a ct a w a y of r aisi n g f u n ds t o b e a p pli e d b y t h e s m all gr o u p of ass o ci at e d 
c o m p a ni es  i n t h e w a y of t h eir c h o osi n g (i n cl u di n g b y p a yi n g c as h t o t h eir o w n ers). 

 
1 6 1 1.  B y attr a cti n g a n d r aisi n g m o n e y i n t hi s w a y , L C F w as p utti n g t h e e c o n o mi c i nt er ests of 

it s in v est ors i n j e o p ar d y. T h e y t h o u g ht t h e y w er e g oi n g i nt o a s af e, pr o p erl y r u n, 
c o m m er ci al l e n di n g b usi n ess.  T h e tr u e p ositi o n w as (f or all t h e r e as o ns s et o ut a b o v e) 
q uit e diff er e nt : t h e y w er e ess e nti all y p utti n g t h eir r es o ur c es i nt o th e h a n ds of a s m all 
gr o u p of ass o ci at e d b usi n ess m e n w h o c o ul d d o w h at t h e y li k e d wit h t h e m ( a n d di d).  Fr o m 
t h e m o m e nt of t h eir i n v est m e nt, t h e i nt er ests of cr e dit ors w er e j e o p ard is e d. T his r es ult e d 
fr o m t h e dis h o n est r e pr es e nt ati o ns m a d e b y L C F . It w as t h es e t h at i n d u c e d t h e m t o t a k e 
a ris k t h e y n e v er a p pr e ci at e d t h e y w er e r u n ni n g.   
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1 6 1 2.  T h e mi s r epr es e nt ati o ns w er e s o wi d es pr e a d , f u n d a m e nt al a n d s yst e m ati c t h at t h e y c a n n ot 
b e r e g ar d e d as m er el y i n ci d e nt al  st at e m e nts m a d e i n t h e c o urs e of a n ot h er wi s e l e giti m at e 
b usi n ess. T h e m ar k eti n g pr o c ess ( b y m a ki n g st at e m e nts t o i n d u c e i n v est m e nts) w as a 
c or e , i nt e gr al a cti vi t y of t h e c o m p a n y . B y s yst e m ati c all y a n d d eli b er at el y cr e ati n g a 
f u n d a m e nt all y f als e i m pr essi o n a b o ut it s a cti viti es , L C F w as c arr yi n g o n b usi n ess wit h 
i nt e nt t o d efr a u d cr e dit or s or f or a fr a u d ul e nt p ur p os e.  

 
W as t h er e fr a u d ul e nt c o n d u ct of b usi n ess b y L C F o p er ati n g  a P o nzi s c h e m e ?  
  
1 6 1 3.  I t ur n t o t h e s e c o n d s et of all e g ati o ns. 

 
1 6 1 4.  I n p ar a 2 1 A of t h e R RR A P O C , t h e Cl ai m a nts all e g e t h at L C F o p er at e d as a P o n zi s c h e m e 

b y w hi c h i nt er est a n d r e d e m pti o n p a y m e nts m a d e t o b o n d h ol d ers  w er e p ai d wit h s u ms  
r e c ei v e d fr o m n e w b o n d h ol d ers . T h e y all e g e d t h at i n s o m e i nst a n c es, s u ms  r e c ei v e d fr o m 
n e w b o n d h ol d ers  w er e p ai d b y L C F t o b orr o w ers, w hi c h tr a nsf err e d t h os e s u ms  b a c k t o 
L C F, eit h er dir e ctl y or vi a ot h er e ntiti es, a n d t h os e s u ms  w er e t h e n us e d b y L C F t o p a y 
i nt er est a n d r e d e m pti o n p a y m e nts t o e xisti n g b o n d h ol d ers ; i n s u c h c as es, t h e s u ms  w er e 
tr a nsf err e d t o L C F b y s u c h b orr o w ers ( a n d t h e n us e d by L C F t o p a y i nt er est a n d 
r e d e m pti o n p a y m e nts t o e xisti n g b o n d h ol d ers ) ori gi n ati n g wit h L C F a n d w er e n ot 
g e n er at e d b y a n y c o m m er ci al a cti viti es o n t h e p art of t h e b orr o w ers. S u c h b orr o w ers 
i n cl u d e d L OG  a n d L & T D (“ pr o p ositi o n 1 ”) . I n ot h er i nst a n c es, s u ms r e c ei v e d b y L C F 
fr o m n e w b o n d h ol d ers  w er e us e d dir e ctl y t o p a y i nt er est a n d r e d e m pti o n p a y m e nts t o 
e xisti n g b o n d h ol d ers  wit h o ut first b ei n g p ai d t hr o u g h a b orr o wi n g e ntit y  ( “ pr o p ositi o n 
2 ”) . L C F w as d e p e n d e nt o n attr a cti n g n e w b o n d h ol d ers  i n or d er t o e n a bl e it t o m e et it s 
e xisti n g li a biliti es . T h e y all e g e t h at, as wit h all P o n zi s c h e m es, it w as a n i n h er e ntl y 
u nst a bl e a n d u ns ust ai n a bl e m o d el t h at w as i n e vit a bl y g oi n g t o c oll a ps e at t h e p oi nt at 
w hi c h it c o ul d n ot r ais e s uffi ci e nt f u n ds fr o m n e w b o n d h ol d ers .  
 

1 6 1 5.  T h e Cl ai m a nts a c c e pt e d t h at t h e t er m “ P o n zi s c h e m e ” is n ot a  l e g al t er m of art, t h o u g h 
t h e y r ef err e d t o s e v er al a ut h oriti es w h er e t h e t er m h ad  b e e n us e d.  

 
1 6 1 6.  T h e First a n d Ei g ht h D ef e n d a nts e m p h asis e d t h e p oi nt t h at t h er e is n o l e g al d efi niti o n of 

t h e t er m a n d t h at it is n e c ess ar y t o c o nsi d er w h at w as a ct u all y h a p p e ni n g. As e x pl ai n e d 
b el o w , t h e y dr e w att e nti o n t o t h e f oll o wi n g f e at ur es of t h e tr a ns a cti o ns. First, t h at t h e 
Cl ai m a nts d o n ot s a y t h at t h e l o a ns m a d e b y L C F w er e s h a ms; s e c o n d, t h at u n d er t h e 
l o a n a gr e e m e nts b orr o w ers w er e a bl e t o dr a w d o w n f urt h er pri n ci p al t o p a y t h eir e xisti n g 
i nt er est o bli g ati o ns; t hir d, t h at t hi s is n ot a c as e ( s u c h as t h e M a d off c as e) w h er e L C F 
l a c k e d a n y u n d erl yi n g a ss ets; it s b orr o w ers g a v e s e c urit y o v er t h eir ass ets, i n cl u di n g 
i nt er ests i n l a n d a n d t h e c o n v erti bl e ri g hts i n I O G. T h e y b ot h s u b mitt e d t h at, i n eff e ct, 
L C F w as b orr o wi n g s h ort a n d l e n di n g l o n g a n d t h at if p a y m e nts w er e m a d e fr o m n e w 
b o n d h ol d ers , t hi s w as t o c o v er it s c as hfl o w d e m a n ds u ntil r e ali s ati o ns c o ul d b e m a d e 
fr o m t h e b orr o w ers. T h e y s ai d t h at t h er e w as n ot hi n g wr o n g wit h t his.  

 
1 6 1 7.  I sh all c o nsi d er t h e s u bst a n c e of t h e all e g ati o ns r at h er t h a n s p e n di n g t o o m u c h ti m e o n 

t er ms or d efi niti o ns. N o n et h el ess t h e t er m “ P o n zi s c h e m e ” is c o n v e ni e nt s h ort h a n d f or 
a n i n v est m e nt s c h e m e u n d er w hi c h a c o m p a n y’s o bli g ati o ns t o p a y i nt er est a n d pri n ci p al 
t o e xisti n g i n v est ors ar e h a bit u all y b ei n g p ai d fr o m f u n ds r ais e d fr o m n e w i n v est ors 
r at h er t h a n fr o m r et ur ns m a d e b y t h e c o m p a n y fr o m it s o w n u n d erl yi n g ass ets ; a n d w h er e 
n e w i n v est ors ar e n ot t ol d t h at t his i s h a p p e ni n g.   
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1 6 1 8.  T h e Cl ai m a nts r eli e d at tri al o n f o ur wit n ess st at e m e nts fr o m Mr H u ds o n, w h o h as 
a n al ys e d t h e b a n k st at e m e nts a n d ot h er r el at e d d o c u m e nts f or L C F, L O G, W at ersi d e 
Vill a g es, C V R es orts, F S E S, L & T D, G R P, S a n ds E q uit y, El ysi a n R G L, Pri m e R D L a n d 
Gr e e n El e ctri c it y Li mit e d ( “ Gr e e n El e ctri cit y ”) . H e w as cr oss -e x a mi n e d b y c o u ns el f or 
Mr T h o ms o n . I c o n cl u d e d t h at his e vi d e n c e i n his wit n ess st at e m e nts a b o ut t h e fl o w of 
f u n ds i nt o a n d o ut of L C F w as m at eri all y u n aff e ct e d a n d t h at h e h as a c c ur at el y r efl e ct e d  
a n d s u m m a ris ed  t h e u n d erl yi n g d o c u m e nts. 

 
1 6 1 9.  As t o pr o p ositi o n 1 (t h e i n dir e ct r e c y cli n g of m o n e y ), I a m s ati sfi e d b y t h e e vi d e n c e of 

Mr H u ds o n t h at L C F oft e n p ai d m o n e y d eri vi n g fr o m n e w b o n d h ol d ers t o b orr o w i n g 
c o m p a ni es  or ot h er e ntiti es a n d t h at t h es e f u n ds w er e t h e n al m ost i m m e di at el y r et ur n e d 
t o L C F t o m a k e i nt er est or r e d e m pti o n p a y m e nts t o e xisti n g b o n d h ol d ers. T h e p a y m e nts 
t o a n d b y t h e b orr o wi n g c o m p a ni es w er e tr e at e d as f urt h er dr a w d o w ns b y t h e m fr o m 
L C F .  

 
1 6 2 0.  T his m a y b e ill ustr at e d b y p a y m e nts m a d e t hr o u g h L & T D. Mr H u ds o n h as s h o w n a 

p att er n of p a y m e nts w hi c h o p er at e d as f oll o ws.  

i. L C F w as li a bl e t o p a y a b o n d h ol d er or b o n d h ol d ers o n a gi v e n d at e.  

ii. L C F w o ul d p a y a s uffi ci e nt a m o u nt of f u n ds t o L & T D t o c o v er t h e li a bilit y. 

iii. O n t h e s a m e or t h e n e xt d a y, L & T D w o ul d m a k e a p a y m e nt t o L C F, i nt o it s 
o p er ati o n al a c c o u nt, wit h a m o u nt s a n d p a y m e nt r ef er e n c es w hi c h m at c h e d t h e 
s p e cifi c n a m e(s) of t h e b o n d h ol d er(s) c o n c er n e d . 

i v. T h e L C F o p er ati o n al a c c o u nt w o ul d t h e n b e d e bit e d t o m a k e a p a y m e nt t o t h e 
b o n d h ol d er(s) c o n c er n e d.  

1 6 2 1.  Mr H u ds o n h as gi v e n a n u m b er of e x a m pl es of t hi s h a p p e ni n g fr o m J a n u ar y 2 0 1 6 
o n w ar ds. A n i nt er n al s pr e a ds h e et k e pt b y Ms M a d d o c k s h o w e d t h e p a y m e nts i nt o L C F’s 
o p er ati o n al a c c o u nt fr o m L & T D b ei n g d es cri b e d i n a n ot es c ol u m n as a “r e p a y m e nt ” t o 
n a m e d b o n d h ol d ers.  

 
1 6 2 2.  Mr H u ds o n n ot es t h at r e d e m pti o n p a y m e nts w er e n or m all y a d dr ess e d o n a n i n di vi d u al 

b asis, w h er e as i nt er est p a y m e nts c a m e t o b e m a n a g e d o n a b ul k b asis.  
 

1 6 2 3.  T o t a k e a n e x a m pl e : 

i. O n 2 4  F e br u ar y 2 0 1 6  Mr T h o ms o n e m ail e d Mr B ar k er t o s a y t h at it “ w o ul d b e 
us ef ul t o h a v e a n i d e a of t h e f u n ds y o u will n e e d f or m o nt h e n d t o e ns ur e w e h a v e 
it c o v er e d ”.  

ii. O n 3 0  M ar c h 2 0 1 6  Ms M a d d o c k of L C F e m ail e d M r T h o ms o n ( c c. Mr B ar k er) t o 
s a y t h at s h e h a d j ust tr a n sf err e d £ 9 3, 4 4 2. 8 2 t o L & T D,  a n d as k e d L & T D t o r et ur n 
£ 3 9, 0 5 5. 0 7 wit h r ef er e n c e S 2 M ar 1 6 I nt, a n d £ 2 7, 9 2 2. 3 8 wit h r ef er e n c e S 5 M ar 
1 6 I nt.  

iii. L & T D i m m e di at el y m a d e p a y m e nts of t h es e a m o u nts b a c k t o L C F, w hi c h us e d t h e 
m o n e y  t o m a k e i nt er est p a y m e nts t o e xisti n g b o n d h ol d ers. “ S 2 ” a n d “ S 5 ” w er e 
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b o n d s eri es, a n d “I nt ” s h o w e d t h at t h e p a y m e nts w er e f or i nt er est, wit h t h e p a y m e nt 
d at e.  

i v. N e w b o n d h ol d er m o n e y w as t h er ef or e p ai d b y L C F t o L & T D a n d i m m e di at el y 
r e p ai d b y L & T D t o L C F f or p a y m e nt of i nt er est t o t h e e xisti n g s h ar e h ol d ers.  

1 6 2 4.  At first , t h e p a y m e nts w er e m a d e t hr o u g h L & T D. T his t o o k pl a c e fr o m J a n u ar y 2 0 1 6 
o n w ar ds.  

 
1 6 2 5.  Fr o m ar o u n d M ar c h 2 0 1 7 r o u n d -tri p p a y m e nts of t hi s ki n d w er e m a d e t hr o u g h L O G.  

 
1 6 2 6.  B y t h e mi d dl e of 2 0 1 7 r o u n d-tri p p a y m e nts w er e m a d e t hr o u g h G R P a n d S a n ds E q uit y. 

L C F p ai d s u ms  fr o m n e w b o n d h ol d ers t o G R P, w hi c h tr a nsf err e d t h e m t o S a n ds E q uit y, 
w hi c h r e p ai d s o m e of t h es e s u ms  t o L C F i n or d er t o e n a bl e L C F t o m a k e i nt er est a n d 
r e d e m pti o n p a y m e nts t o e xisti n g b o n d h ol d ers. I a m s ati sfi e d fr o m Mr H u d s o n’s r e vi e w 
of t h e e xt e nsi v e d o c u m e nts t h at t h es e p a y m e nts h a p p e n e d v er y fr e q u e ntl y. 

 
1 6 2 7.  M s M a d d o c k of L C F e x pl ai n e d w h at w as h a p p e ni n g i n a n e m ail t o Mr B ar k er o n 1 9  

J a n u ar y 2 0 1 6 , s a yi n g, “[A n a m e d b o n d h ol d er] r ei n v est e d t h eir f u n ds a n d t h e y j ust w a nt e d 
t h eir i nt er est p ai d t o t h e m. W e p ai d t hi s o ut of t h e L C A F o ps a c c o u nt a n d u ntil t o d a y 
h a d n’t h a d t h e m o n e y b a c k fr o m L T D t o c o v er t h e p a y m e nt ”.  

 
1 6 2 8.  Mr T h o ms o n a ut h oris e d t h e p a y m e nts t o b o n d h ol d ers. F or e x a m pl e, Ms M a d d o c k 

e m ail e d Mr B ar k er o n 1 0  F e br u ar y 2 0 1 6  wit h t h e s u bj e ct “ R e p a y m e nts ” a n d e x pl ai n e d 
t h at t hi s w as t h e c as e: “ B ot h of t h es e cli e nts h a v e c all e d i n t o d a y s cr e a mi n g. A n d y h as 
c o nfir m e d t o m e t h at h e is h a p p y t o l e n d t h e f u n ds t o m a k e t h e r e p a y m e nts … Wit h 
w h at’s g oi n g o n b e hi n d t h e s c e n es at t h e m o m e nt w e’r e k e e n n ot t o r e c ei v e a c o m pl ai nt ”.  

 
1 6 2 9.  O n 2 9 J ul y 2 0 1 8 Mr S e d g wi c k s e nt a n e m ail t o Mr L e e a b o ut a dr aft n e w f a cilit y 

a gr e e m e nt b et w e e n L C F a n d L O G. Mr S e d g wi c k e x pl ai n e d t h at “ at t h e m o m e nt w h e n 
t h er e ar e r e d e m pti o ns t h es e ar e f u n d e d b y f urt h er dr a wi n gs. If n o dr a w d o w ns ar e 
a v ail a bl e, it mi g ht  b e diffi c ult t o m a k e t h e r e d e m pti o n ”. T his w as a r ef er e n c e t o 
r e d e m pti o n of b o n d h ol d ers b y L C F. Mr S e d g wi c k f or w ar d e d t h e e m ail t o Mr H u m e -
K e n d all. Mr L e e f or w ar d e d it t o Mr T h o ms o n.  

 
1 6 3 0.  Aft er t h e r ai d b y t h e F C A o n L C F’s pr e mi s es  i n D e c e m b er 2 0 1 8, Ms M a d d o c k of L C F 

pr o vi d e d Mr R ei d of L e wis Sil ki n wit h i nf or m ati o n o n 2 2  J a n u ar y 2 0 1 9 . S h e t ol d hi m 
t h at s h e w as “ w or ki n g t hr o u g h t h e i nf or m ati o n r e q u est e d b y t h e F C A ”. S h e m a d e cl e ar 
t h at r e p a y m e nts b y b orr o w ers t o L C F, w hi c h L C F t h e n us e d t o m a k e r e d e m pti o ns t o 
b o n d h ol d ers, “ w er e f u n d e d b y t h e b orr o w ers r efi n a n ci n g t h eir o bli g ati o ns b y w a y of a 
dr a wi n g o n t h eir l o a n f a cilit y ”.  

 
1 6 3 1.  I fi n d as a f a ct t h at L C F d e p e n d e d o n t h e us e of n e w b o n d h ol d er m o ne y  t o m e et 

r e d e m pti o n a n d i nt er est p a y m e nts t o e xisti n g b o n d h ol d ers. Mr H u ds o n’s st at e m e nts s h o w 
t h at t h e c o m p a ni es t o w hi c h L C F l e nt s u ms  w er e i n m ost c as es n o n -tr a di n g e ntiti es w hi c h 
di d n ot g e n er at e a n y i n c o m e. W h e n t h os e c o m p a ni es p ai d s u ms  t o L C F, t h es e w er e s u ms  
p ai d t o t h e m fr o m L C F  v er y s h ortl y b ef or e h a n d .  

 
1 6 3 2.  I s p e cifi c all y a c c e pt Mr H u ds o n’s e vi d e n c e t h at: 
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i. T h e s u ms  w hi c h w er e p ai d i nt o L C F b y n e w b o n d h ol d ers  c o nti n u e d t o b e r e c y cl e d 
t hr o u g h L C F a n d ot h er i nt er m e di at e p a y e es b ef or e b ei n g p ai d t o e xisti n g 
b o n d h ol d ers  w h o w er e d u e t o r e c ei v e i nt er est p a y m e nts or r e d e m pti o n p a y m e nts 
fr o m L C F. 

ii. T h e i nt er m e di at e p a y e es w er e, i n m ost c as es, n o n -tr a di n g e ntiti es w hi c h di d n ot 
g e n er at e r et ur ns fr o m b u si n ess a cti viti es a n d o nl y e v er r e c ei v e d f u n ds fr o m L C F 
( eit h er dir e ctl y or i n dir e ctl y fr o m ot h er s u c h e ntiti es w hi c h, t h e ms el v es, o nl y 
r e c ei v e d f u n ds fr o m L C F) s u c h t h at w h e n t h e i nt er m e di at e p a y e es r e p ai d L C F, t h e 
f u n ds w hi c h w er e us e d t o r e p a y LC F w er e d eri v e d fr o m t h e f u n ds w hi c h w er e 
r e c ei v e d fr o m L C F pr e vi o usl y. 

iii. E a c h of t h e i nt er m e di at e p a y e e  e ntiti es  r e c y cl e d s u ms  r e c ei v e d fr o m L C F b a c k t o 
L C F , si n c e i n e a c h c as e o n e of t h e f oll o wi n g s c e n ari os a p pl i e d: ( a) t h e i nt er m e di at e 
p a y e e o nl y r e c ei v e d f u n d s fr o m L C F; or ( b) t h e ot h er e ntit y or e ntiti es fr o m w hi c h 
f u n ds w er e r e c ei v e d, t h e ms el v es o nl y r e c ei v e d f u n ds fr o m L C F; or ( c) w h er e 
e xt er n al f u n ds w er e r e c ei v e d w h os e ori gi n c a n n ot b e tr a c e d, t h e f u n ds r e c ei v e d 
fr o m s u c h e ntiti es w er e s u bst a nti all y l ess t h a n t h e f u n ds p ai d b a c k t o L C F , s u c h 
t h at it c a n b e c o n cl u d e d t h at t h e f u n ds p ai d t o L C F w er e ( at l e ast) l ar g el y m a d e u p 
fr o m f u n ds r e c ei v e d fr o m L C F i niti all y or t h at, e v e n if n ot o n a stri ct “tr a ci n g ” 
b asis, t h e f u n ds p ai d t o L C F w er e fi n a n c e d i n s o m e w a y b y t h e r e c ei pt of ot h er 
f u n ds r e c ei v e d fr o m L C F i niti all y. 

i v. T h e v ast m aj orit y of t h e f u n ds p ai d b y L C F t o t h e i nt er m e di ar y e ntiti es a n d w hi c h 
m a d e t h eir w a y b a c k t o L C F w er e ulti m at el y f u n ds w hi c h ori gi n at e d fr o m L C F 
i niti all y.  

1 6 3 3.  C o u ns el f or t h e First D ef e n d a nt s u b mitt e d t h at Mr H u ds o n w as n ot a n e x p ert wit n ess a n d 
t h at a n y o pi ni o ns h e h as e x pr ess e d ar e i n a d mis si bl e. I d o n ot r e g ar d t h e e vi d e n c e 
s u m m aris e d i n t h e pr e vi o us p ar a gr a p hs as o pi ni o n e vi d e n c e. R at h er , Mr H u ds o n’s 
e vi d e n c e is ess e nti all y a c o n v e ni e nt s u m m ar y of t h e b a n ki n g a n d ot h er m at eri al. T h e 
c o n cl usi o ns dr a w n fr o m it ar e i nf er e n c es w hi c h d o n ot d e p e n d o n t h e e x er cis e of a n y 
e x p ertis e a n d ar e m att ers f or t h e c o urt. I m a k e t h e s e i nf er e n c es ( w hi c h  c orr es p o n d wit h 
Mr H u ds o n’s) b as e d o n his a n al ysi s of t h e u n d erl yi n g m at eri als a n d h a v e n ot si m pl y 
a d o pt e d his o pi ni o ns.  
 

1 6 3 4.  I a m als o s ati sfi e d m or e g e n er all y fr o m t h e e vi d e n c e b ef or e t h e c o urt t h at L C F d e p e n d e d 
al m ost e ntir el y o n n e w b o n d h ol d er i n v est m e nts t o m a k e r e d e m pti o n a n d i nt er est 
p a y m e nts t o L C F’s e xisti n g b o n d h ol d er s . Th er e w as n o i n d e p e n d e nt s o ur c e of i n c o m e 
fr o m L C F’s b orr o w ers w hi c h c o ul d ot h er wis e b e us e d t o m a k e t h os e r e p a y m e nts. N o n e 
of t h e D ef e n d a nts s u g g est e d  t h at a n y of t h e b orr o w ers e v er m a d e r e p a y m e nts fr o m t h eir 
o w n r es o ur c es.  

 
1 6 3 5.  As Ms M a d d o c k p ut it i n h er e m ail of 2 2 J a n u ar y 2 0 1 9 , r e p a y m e nts w er e f u n d e d b y t h e 

b orr o w ers r efi n a n ci n g t h eir o bli g ati o ns b y w a y of dr a wi n g o n t h eir l o a n f a cilit y.  
 

1 6 3 6.  S o f ar I h a v e a d dr ess e d t h e Cl ai m a nts’ pr o p ositi o n 1. T h er e w er e als o i nst a n c es of 
pr o p ositi o n 2, i. e. w h er e L C F us e d s u ms  r e c ei v e d fr o m n e w b o n d h ol d ers t o m a k e 
r e d e m pti o n a n d i nt er est p a y m e nts t o e xisti n g b o n d h ol d ers, wit h o ut a n y i nt er m e di at e 
p a y m e nts t hr o u g h c o n n e ct e d b orr o w ers.  
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1 6 3 7.  T his t o o k t w o f or ms. T h e first w as t h at L C F cir c ul at e d m o n e y  t hr o u g h G C E N b ef or e 
usi n g t h e f u n ds t o m a k e r e d e m pti o n p a y m e nts. T h e m o n e y w as L C F’s t hr o u g h o ut, as 
G C E N w as L C F’s c oll e cti o n a g e nt. T his h a p p e n e d fr o m S e pt e m b er 2 0 1 8 o n w ar ds, aft er 
Mr T h o ms o n s et u p a d diti o n al G C E N s u b -a c c o u nts f or i n di vi d u al b orr o w ers. D uri n g  
O ct o b er  2 0 1 8, f or e x a m pl e, L C F p ai d m o n e y r ais e d fr o m n e w i n v est ors t o i n di vi d u al 
b orr o w ers ’ a c c o u nts wit h G C E N, w hi c h r et ur n e d t h e s u ms t o L C F’s r e p a y m e nt a n d 
i nt er est a c c o u nt, t o e n a bl e LC F t o m a k e r e d e m pti o n a n d i nt er est p a y m e nt s t o e xisti n g 
b o n d h ol d ers. T h e r el e v a nt i nstr u cti o ns gi v e n b y L C F t o G C E N r e q uir e d a n i m m e di at e 
p a y m e nt of m o n e y b a c k t o L C F, s o m eti m es wit hi n a n h o ur.  

 
1 6 3 8.  T h e s e c o n d f or m w as w h er e  n e w b o n d h ol d er i n v est m e nts w er e  p ai d fr o m G C E N t o L C F, 

w hi c h L C F t h e n us e d t o r e p a y e xisti n g b o n d h ol d er s. S u c h s u ms  c oll e ct e d b y G C E N w er e 
n e w b o n d h ol d er m o n e y  c oll e ct e d o n L C F’s b e h alf. I a c c e pt Mr H u ds o n’s a n al ysi s 
c o v eri n g t h e p eri o d fr o m  9  O ct o b er  2 0 1 8  t o 6 D e c e m b er 2 0 1 8 , a n d c o n cl u d e t h at 
p a y m e nts b y L C F t o b o n d h ol d ers  i n t h at p eri o d c o nsist e d v er y s u bst a nti all y of m o n e y 
w hi c h ori gi n at e d fr o m n e w b o n d h ol d ers .  

 
1 6 3 9.  As alr e a d y e x pl ai n e d,  t hi s is u n s ur prisi n g: L C F h a d n o s o ur c e of i n c o m e fr o m it s 

b orr o w ers, a n d s o d e p e n d e d o n t h e us e of n e w b o n d h ol d er m o n e y  t o r e p a y e xisti n g L C F 
b o n d h ol d ers.  

 
1 6 4 0.  Mr T h o ms o n a n d Mr S e d g wi c k b ot h a c c e pt e d t h at, i n p oi nt of f a ct, L C F us e d f u n ds r ais e d 

fr o m n e w b o n d h ol d er s  t o m a k e r e d e m pti o n a n d i nt er est p a y m e nts t o e xisti n g 
b o n d h ol d ers.  

i. Mr S e d g wi c k d e cli n e d t o gi v e or al e vi d e n c e. B ut i n his o p e ni n g s k el et o n ar g u m e nt, 
h e a c c e pt e d t h at L C F us e d f u n ds fr o m l at er i n v est ors t o r e p a y e arli er i n v est ors. Mr 
S e d g wi c k , h o w e v er , dis p ut e d t h e c h ar a ct eris ati o n of t hi s arr a n g e m e nt as a P o n zi 
s c h e m e.  

ii. Mr T h o ms o n  a c c e pt e d i n e vi d e n c e t h at  i nt er est p ai d b y t h e b orr o w ers t o L C F ( a n d 
us e d t o p a y e xisti n g b o n d h ol d ers t h eir i nt er est a n d r e d e m pti o ns) w as f u n d e d b y 
n e w a d v a n c es fr o m L C F a n d t h es e i n t ur n w er e f u n d e d b y n e w b o n d h ol d ers’  
i n v est m e nts.  

iii. Mr T h o ms o n als o a c c e pt e d t h at L & T D h a d n o i n d e p e n d e nt s o ur c e of f u n di n g t h a n 
L C F a n d t h at L C F w as n ot  g e n er ati n g a n y r e v e n u es or pr ofit s fr o m a n y c o m m er ci al 
a cti viti es.  

i v. I n d e e d, Mr T h o ms o n  di d n ot m at eri all y dis p ut e t h e d et ails of Mr H u ds o n’s 
e vi d e n c e a b o ut p a y m e nts fr o m a n d i nt o L C F.  

1 6 4 1.  Mr T h o ms o n als o a c c e pt e d t h at p a y m e nts t o L C F’ s e xisti n g b o n d h ol d ers w er e f u n d e d b y 
s u ms  L C F r e c ei v e d fr o m n e w b o n d h ol d ers, w hi c h w er e first p ai d t o c o n n e ct e d b orr o w ers 
f or t h at p ur p os e. H e s ai d t h at t hi s w as s o m et hi n g w hi c h t h e l o a n a gr e e m e nts “ all o w e d t o 
h a p p e n ” a n d t h at t h e b orr o w ers w er e si m pl y “ g e ari n g u p ” t o p a y t h eir li a biliti es. H e a g ai n 
t o o k iss u e wit h t h e P o n zi s c h e m e c h ar a ct eris ati o n . H e s ai d t h at t h e iss u e w as ess e nti all y 
a c as hfl o w o n e: t h e b orr o w ers c o ul d i n ti m e h a v e m a d e pr ofit s or r efi n a n c e d.  
 

1 6 4 2.  As t o t hi s l ast p oi nt, Mr T h o ms o n a c c e pt e d t h at h e di d n ot k n o w w h e n a n y of t h e 
b orr o w ers w o ul d b e a bl e t o st art g e n er ati n g si g nifi c a nt pr ofit s. S o m e of t h e c o m p a ni es 
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h el d i nt er ests i n u n d e v el o p e d l a n d. L O G h el d s o m e w arr a nts a n d c o n v erti bl e d e bt 
i nt er ests i n a n AI M li st e d c o m p a n y. I fi n d t h at Mr T h o ms o n h a d n o r e as o n t o t hi n k t h at 
a n y of t h e m w o ul d b e a bl e t o g e n er at e pr ofit s t o e n a bl e t h e m t o p a y t h e i nt er est or 
pri n ci p al o n t h e l o a ns wit hi n t h e t hr e e -y e ar t e n or of t h e l o a ns.  

 
1 6 4 3.  I h a v e alr e a d y e x pl ai n e d t h at Mr T h o ms o n  m a d e t h e w h oll y s p e c ul ati v e s u g g esti o n t h at 

t h e b orr o w ers mi g ht h a v e b e e n a bl e t o r efi n a n c e. T h er e w as n o e vi d e n c e t h at t h at w as 
e v e n b ei n g c o nt e m pl at e d. N o n e of t h e b orr o wi n g c o m p a ni es w as f u n d e d b y a n y l e n d er 
ot h er t h a n L C F , a n d t h er e w as n o e vi d e n c e t o s u g g e st t h at t h e y w o ul d b e a bl e t o r efi n a n c e 
th eir li a biliti es t o e n a bl e a r e p a y m e nt t o L C F.  

 
1 6 4 4.  M or e o v er , as alr e a d y e x pl ai n e d, Mr T h o ms o n k n e w m or e t h a n h alf of t h e a m o u nt s p ai d 

o ut b y L C F fr o m b o n d h ol d ers ’ m o n e y h a d b e e n p ai d t o t h e D ef e n d a nts ( eit h er 
c o m missi o ns t o S ur g e or “ c as h e d o ut ” b y t h e i n di vi d u als) a n d w as n ot b ei n g us e d i n a n y 
b usi n ess a cti viti es of t h e b orr o w ers.  

 
1 6 4 5.  I fi n d t h at Mr T h o ms o n k n e w t h at n o n e of t h e b orr o w ers w er e p a yi n g i nt er e st fr o m t h eir 

o w n r es o ur c es. I als o fi n d t h at h e k n e w t h at t h er e w as n o r e ali sti c pr o s p e ct of t h e 
b orr o w ers g e n er ati n g e n o u g h t o r e p a y t h eir i nt er est li a biliti es as c o ntr a ct u all y r e q uir e d; 
or t o p a y t h e pri n ci p a l at t h e c o ntr a ct u al r e p a y m e nt d at e; or t o r efi n a n c e t o r e p a y t h eir 
d e bts at t h os e d at e s. I n s h ort, his e vi d e n c e o n t h es e p oi nt s w as w h oll y t h e or eti c al  a n d 
b or e n o r el ati o n t o t h e r e al pr e di c a m e nt of L C F . 

 
1 6 4 6.  I als o r eit er at e t h at h e k n e w t h at L C F w as r e pr es e nti n g t o p ot e nti al b o n d h ol d ers t h at it 

w o ul d p a y t h e c o u p o ns a n d r e d e m pti o ns o n t h e b o n ds fr o m r es o ur c es g e n er at e d fr o m its 
l e n di n g a cti viti es. T h er e w as n at ur all y n o s u g g esti o n i n a n y m ar k eti n g m at eri als t h at 
f u n ds r ais e d b y L C F fr o m n e w b o n d h ol d ers w o ul d e v er b e us e d t o p a y t h e e xisti n g 
b o n d h ol d ers. Dis cl os ur e of t h at pr a cti c e w o ul d h a v e u n d er c ut L C F’s f u n d r aisi n g 
a cti viti es.  

 
1 6 4 7.  Mr T h o ms o n s u b mitt e d i n cl osi n g t h at it w as a cr u ci al f a ct t h at u ntil t h e F C A r ai d, L C F 

h a d m a d e all i nt er est p a y m e nts t o b o n d h ol d ers as t h e y f ell d u e. H o w e v er , t h at i g n or ed  
t h e s o ur c e of t h e p a y m e nt s t o t h e b o n d h ol d ers . It is i n d e e d i n t h e n at ur e of a P o n zi s c h e m e 
t h at t h e e arli er i n v est ors ar e p ai d t h eir d e bts, a n d t h e y ar e n ot t h e o n es w h o s uff er. It is 
t h e l at er i n v est ors, w h os e m o n e y is us e d t o p a y t h e e arli er d e bt, w h o l os e o ut .  

 
1 6 4 8.  Mr T h o ms o n a n d Mr S e d g wi c k b ot h dr e w att e nti o n t o t h e f a ct t h at t h e Cl ai m a nts w er e 

n ot all e gi n g t h at t h e l o a ns w er e s h a ms (s o t h at L C F h a d t h e b e n efit of t h e l o a ns) a n d t h at 
r e al i n v est m e nts h a d b e e n u n d ert a k e n b y t h e b orr o wi n g c o m p a ni es. T h e y s u b mitt e d t h at 
t hi s u n d er mi n e d t h e all e g ati o n t h at t h er e w as a P o n zi s c h e m e. T h e y b ot h e m p h asis e d t h e 
i n v est m e nts i n I O G a n d Atl a nti c P etr ol e u m. T h e f or m er i n v est m e nt w as w ort h t e ns of 
milli o ns e v e n o n t h e Cl ai m a nts’ c as e. It h a d  n ot b e e n i m p u g n e d. T h er e w er e ot h er 
v a l u a bl e ass ets. F or i nst a n c e, L a k e vi e w w as s ol d b y t h e a d mi nistr at ors f or m or e t h a n £ 1 0  
milli o n .  

 
1 6 4 9.  I n m y j u d g m e nt, t h e f a ct t h at t h e l o a ns ar e n ot i m p u g n e d as s h a ms a n d t h at t h er e w er e 

s o m e g e n ui n e u n d erl yi n g ass ets is n ot i n a n y w a y i n c o nsist e nt wit h t h e e xist e n c e of a 
P o n zi s c h e m e  i n t h e pr es e nt c as e. T h e li a biliti es of e xisti n g i n v est ors w er e e ntir el y m et 
fr o m f u n ds i n v est e d b y n e w o n es, r at h er t h a n fr o m t h e r es o ur c es of t h e iss ui n g c o m p a n y, 
wit h o ut t hi s b ei n g e x pl ai n e d t o t h e n e w i n v est ors. T h e mi s c hi ef of s u c h a s c h e m e is t h at 
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n e w i n v est ors ar e attr a ct e d t o i n v est i n t h e b eli ef t h at t h eir m o n e y will b e i n v est e d i nt o 
ass ets w hi c h will g e n er at e t h e r es o ur c es n e e d e d t o p a y t h e m i nt er est a n d pri n ci p al. T h e y 
d o n ot a nti ci p at e t h at t h eir m o n e y is g oi n g t o b e us e d i m m e di at el y t o p a y off ol d i n v est ors 
( or i n d e e d b ei n g dis b urs e d i n ot h er w a ys w hi c h d o n ot g e n er at e t h e r et ur ns n e e d e d t o 
r e p a y t h e m).  
 

1 6 5 0.  O n e c a n p osit a n e x a m pl e. I m a gi n e as ki n g a cl as s of n e w i n v est or s, t h e N 1 s, w h et h er 
t h e y w o ul d b e willi n g t o i n v est if t h e y k n e w t h at a si g nifi c a nt p art of t h eir m o n e y w as 
g oi n g t o b e us e d t o p a y off ol d i n v est ors , e v e n if t h e iss u er w as als o g oi n g t o us e s o m e 
i n v est ors’ m o n e y t o i n v est i n u n d erl yi n g pr o p ert y . T h e a ns w er w o ul d b e n e g ati v e, 
b e c a us e N 1 ’s m o n e y w as n ot  all g oi n g t o g o i nt o a r es o ur c e-g e n er ati n g p ot. If N 1  t h o u g ht 
t h at t h eir o w n c h a n c e of r e c o v er y d e p e n d e d o n t h e iss u er attr a cti n g n e w i n v e st m e n ts fr o m 
y et f urt h er cl ass es, N 2, N 3 et c., t h e y w o ul d n ot i n v est. Of c o urs e, if t h e iss u er h a d 
e x pl ai n e d w h at it w as d oi n g, N 1 c o ul d n ot t h e n c o m pl ai n.  

 
1 6 5 1.  H er e , L C F g a v e t h e i m pr essi o n t h at all r et ur ns t o i n v est ors h a d b e e n a n d w er e b ei n g p ai d 

fr o m t h e i nt er est a n d pri n ci p al p a y m e nts m a d e b y b orr o w ers u n d er t h e l o a n b o o k.  
 

1 6 5 2.  I n m y j u d g m e nt, if ( as h er e) t h e ol d i n v est ors w er e b ei n g p ai d e ntir el y fr o m t h e r es o ur c es 
of n e w i n v est ors, it m a k e s n o diff er e n c e t h at s o m e of t h e n e w m o n e y m a y al s o h a v e g o n e 
i nt o g e n ui n e u n d erl yi n g ass ets. T h e c o m p a n y is still o p er ati n g a f or m of P o n zi s c h e m e. 
O n t h e e vi d e n c e h er e, n o n e of t h e c o u p o ns a n d r e d e m pti o ns p ai d t o b o n d h ol d ers d eri v e d 
fr o m i n c o m e g e n er at e d b y a n y of t h e b orr o w ers; o n t h e c o ntr ar y, t h e y w er e all p ai d fr o m 
n e w i n v est ors’ r es o ur c es.  

 
1 6 5 3.  I a m s ati sfi e d t h at t h e b usi n ess of L C F w as o p er at e d as a f or m of P o n zi s c h e m e , t o Mr 

T h o ms o n’s k n o wl e d g e : 

i. T h e L C F b usi n ess m o d el w as pr o m ot e d t o t h e p u bli c o n t h e f o oti n g t h at m o n e y 
r ais e d b y L C F fr o m b o n d h ol d ers w o ul d b e l e nt t o S M Es o n s h ort t er m l o a ns a n d 
t h at t h e S M Es w o ul d p a y i nt er est a n d pri n ci p al s uffi ci e nt t o f u n d r e d e m pti o n a n d 
c o u p o n li a biliti es t o b o n d h ol d ers. T his m o d el d e p e n d e d o n t h e b orr o w ers h a vi n g 
t h e r es o ur c es t o r e p a y t h eir i nt er est a n d pri n ci p al o bli g ati o ns. 

ii. I n f a ct, t h e b orr o w ers h a d n o i n c o m e-g e n er ati n g b u si n ess w hi c h w o ul d all o w t h e m 
t o r e p a y e v e n t h eir i nt er est o bli g ati o ns, l et al o n e t h eir pri n ci p al c o m mit m e nts 
wit hi n a r e as o n a bl e p eri o d. A n u m b er of t h e b orr o w ers w er e n o n -tr a di n g. Ot h ers 
si m pl y h el d u n d e v el o p e d l a n d or l o n g-t er m i n v est m e nts, w hi c h w er e n ot yi el di n g 
a n y i n c o m e. I n t h e e v e nt , w hi c h h a p p e n e d, n o n e of t h e b orr o w ers p ai d a n y i nt er est 
or pri n ci p al o n t h e l o a ns. All of t h e b orr o w ers i n f a ct d e p e n d e d o n L C F f or t h eir 
f u n di ng a n d h a d n o e xt er n al s o ur c es of f u n di n g . 

iii. As alr e a d y e x pl ai n e d, t h e c o u p o n a n d r e d e m pti o n p a y m e nts m a d e t o b o n d h ol d ers  
w er e f u n d e d b y n e w b o n d h ol d ers ’ m o n e y. W h er e it w as d o n e i n dir e ctl y (i. e. 
pr o p ositi o n 1) , t h e b orr o w ers i m m e di at el y r e c y cl e d s u bst a nti al s u ms d eri vi n g fr o m 
L C F a n d f u n d e d t h e “r e p a y m e nts ” of i nt er est b y m a ki n g f urt h er dr a w d o w ns  fr o m 
L C F . T his w as h a p p e ni n g fr o m as e arl y as J a n u ar y 2 0 1 6. 

i v. It is irr el e v a nt w h et h er t hi s w as c o ntr a ct u all y p er mitt e d u n d er t h e l o a n a gr e e m e nts. 
W h at m att er e d w as t h e c o m m er ci al s u bst a n c e. T his w as t h at t h e b orr o wi n g 
c o m p a ni es c o ul d n ot a n d di d n ot p a y t h eir o w n li a biliti es fr o m t h eir o w n r es o ur c es. 
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I nst e a d, m o n e y w as r o u n d -tri p p e d fr o m o n e gr o u p  of b o n d h ol d ers t o a n ot h er. T h e 
b orr o w i n g c o m p a ni es di d n ot c o ntri b ut e a n yt hi n g.  

v.  I n a d diti o n, s o m e of t h e m o n e y w as dir e ctl y r e c y cl e d wit hi n L C F fr o m n e w 
b o n d h ol d ers t o p a y li a biliti es t o e xisti n g o n es (i. e. pr o p ositi o n 2).  

vi.  As alr e a d y e x pl ai n e d, Mr T h o ms o n s o u g ht t o j ustif y t h es e pr a cti c es b y tr e ati n g t h e 
iss u e w as a ti mi n g or c as hfl o w o n e. I h a v e alr e a d y h el d t h at his e vi d e n c e o n t hi s 
p oi nt w as e ntir el y t h e or eti c al a n d l a c k e d r e alit y. T h er e w as n o r e ali sti c pr os p e ct of 
t h e b orr o w ers g e n er ati n g a n y f u n ds ( w h et h er t hr o u g h tr a di n g or r efi n a n ci n g) wit hi n 
t h e lif es p a n of t h e l o a ns. M or e o v er, a n d j ust as si g nifi c a ntl y , t h er e w as n o r e ali sti c 
pr os p e ct of t h eir d oi n g s o wit hi n t h e c o ntr a ct u all y a gr e e d p eri o d f or p a yi n g i nt er est  
u n d er  t h e l o a ns.  

vii.  M or e o v er, as Mr T h o ms o n k n e w , m or e t h a n h alf of t h e a m o u nt s p ai d o ut b y L C F 
t o b orr o w ers r e a c h e d S ur g e or t h e f o ur i n di vi d u als a n d w as t h er ef or e n ot b ei n g 
a p pli e d i n i n c o m e -g e n er ati v e  a cti viti es.  

viii.  T h e c o ns e q u e n c e of usi n g n e w b o n d h ol d er m o n e y t o p a y ol d o n es w as t o g e n er at e 
a n i n h er e ntl y u nst a bl e b usi n ess f or L C F. Li a biliti es w er e b ei n g i n c urr e d t o n e w 
b o n d h ol d ers  t o p a y ol d o n es, wit h o ut t h e r el e v a nt f u n ds b ei n g a p pli e d i n a n y 
b usi n ess a cti viti es of t h e b orr o w ers. T h o u g h t h e b orr o w ers’ pri n ci p al li a biliti es 
w er e i n cr e asi n g , t h e f ull f u n ds w er e n ot c o mi n g i nt o t h eir h a n ds f or a p pli c ati o n i n 
t h eir b usi n ess es. A si g nifi c a nt pr o p orti o n of t h e n e w f u n ds w er e si m pl y b ei n g 
r e p ai d t o L C F f or r e p a y m e nt t o t h e b orr o w ers.  

1 6 5 4.  F or t h es e r e as o ns , I a m s ati sfi e d t h at t h e Cl ai m a nts h a v e est a blis h e d t he s e c o n d all e g e d 
f or m of F C O B . 

 
W as t h er e fr a u d ul e nt c o n d u ct of b usi n ess b y mi s a p pr o pri ati o n of L C F’s ass ets ?  
 
1 6 5 5.  T h e Cl ai m a nts a c c e pt t h at l e g all y t h e f u n ds l e nt b y b o n d h ol d ers b e c a m e t h e pr o p ert y of 

L C F  a n d t h at L C F w as n ot a tr ust e e . In l e g al t er ms , a n y all e g e d mi s a p pr o pri ati o n c a n 
o nl y a p pl y t o L C F’s pr o p ert y. T h e Cl ai m a nts s a y , h o w e v er , t h at t h er e w as o n e s o ur c e of 
ass ets f or L C F, n a m el y, i n v est m e nts b y b o n d h ol d ers. T h e y s a y t h at L C F p ut i n v est ors’ 
e c o n o mi c i nt er ests i n j e o p ar d y b y f a cilit ati n g mi s a p pr o pri ati o ns of t h e f u n ds i n v est e d b y 
t h e m. 
 

1 6 5 6.  T h e Cl ai m a nts all e g e t h at t h e pri n ci p al m e a ns b y w hi c h m o n e y w as mi s a p pr o pri at e d fr o m 
L C F w as t h e S P As, u n d er w hi c h c as h w as dr a w n u n d er t h e l o a ns fr o m L C F a n d w as t h e n 
p ai d o ut t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  a n d ot h ers. T h es e 
w er e t h e L a k e vi e w S P A, t h e El ysi a n S P A, t h e Pri m e S P A, t h e L P E S P A a n d t h e L P T 
S P A.  I h a v e alr e a d y d es cri b e d a n d m a d e fi n di n gs a b o ut t h es e.  

 
1 6 5 7.  T h er e ar e s o m e g e n eri c f e at ur es of t h e v ari o us tr a ns a cti o ns.  

 
1 6 5 8.  First, it w as ess e nti al t o e a c h of t h e tr a ns a cti o ns t h at L C F e nt er e d i nt o l o a n a gr e e m e nts. 

T h e l o a n a gr e e m e nts w er e  t h e s ol e s o ur c e of f u n di n g of t h e p a y m e nts u n d er t h e S P As. 
I n d e e d, t h e f a ct t h at p a y m e nts w er e t o b e m a d e u n d er t h e S P As was  t h e r e as o n f or m a n y 
of t h e dr a w d o w ns u n d er t h e v ari o us l o a n a gr e e m e nts. F or t h e d et ail e d r e a s o ns s et o ut 
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a b o v e, Mr T h o ms o n k n e w t h at m a n y of t h e dr a w d o w ns w er e m a d e t o f u n d p a y m e nts 
u n d er t h e S P As.  

 
1 6 5 9.  As t o t hi s , I a c c e pt t h e Cl ai m a nts’ c as e t h at th e  l o a n arr a n g e m e nts  w er e n ot c o n d u ct e d 

b y L C F or t h e b orr o w ers as c o m m er ci al l e n di n g tr a ns a cti o ns w o ul d h a v e b e e n : 

i. L C F r e g ul arl y a d v a n c e d m o n e y t o c o n n e ct e d b orr o w ers i n t h e a bs e n c e of a n y 
writt e n l o a n a gr e e m e nt . 

ii. L C F r e g ul arl y all o w e d dr a w d o w ns o v er a gr e e d li mits. 

iii. L C F di d n ot r e q uir e pr o p er v al u ati o ns a d dr ess e d t o it b y a r e p ut a bl e  v al u er of t h e 
ass ets off er e d as s e c urit y.  

i v. L C F di d n ot r e q uir e l e g al a d vi c e c o nfir mi n g t h at pr o p er s e c urit y h a d b e e n gr a nt e d.   

v.  L C F w as p art y t o m a n y b a c k d at e d l o a n a gr e e m e nt s a n d si d e l ett ers, w h os e p ur p os e 
w as t o mi sl e a d ot h ers (i n cl u di n g a u dit ors) i nt o b eli e vi n g t h at L C F r e m ai n e d wit hi n 
c o ntr a ct u al l e n di n g li mits, a n d c o n d u ct e d a g e n ui n e b usi n ess . 

vi.  L C F w as p art y t o t h e r e -all o c ati o n of it s li a biliti es t o n e w c or p or at e v e hi cl es f or n o 
c o m m er ci all y d ef e nsi bl e r e as o n  (s e e t h e “s u p p ort ” c o m p a ni es, a n d t h e tr a n sf er of 
t h e l o a n t o Mr G ol di n g  t o Ri v er L o d g e U K ). 

vii.  M o n e y  a d v a n c e d w as  n ot al w a ys i n f a ct p ai d t o t h e b orr o w er i d e ntifi e d i n t h e l o a n 
a gr e e m e nt, b ut t o v ari o us c o m p a ni es u n d er t h e c o ntr ol of Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d  Mr G ol di n g .  

viii.  A s e x pl ai n e d a b o v e, it is v er y i m pr o b a bl e t h at a c o m m er ci al b orr o w er w o ul d h a v e 
b e e n pr e p ar e d t o e nt er a n a gr e e m e nt t o p a y t h e gr os s e d u p 3 3 % f e e ( n e e d e d t o m e et 
t h e S ur g e c o m missi o n) pl us a 2 % arr a n g e m e nt f e e a n d a c o ntr a ct u al r at e of i nt er est 
of  1. 7 5 % a b o v e t h e li a bilit y t o b o n d h ol d ers . 

1 6 6 0.  S e c o n d,  th e tr a ns a cti o ns i n v ol v e d s h ar e p ur c h as e a gr e e m e nts w hi c h pr o vi d e d f or s u ms 
t o b e p ai d t o s o m e of t h e D ef e n d a nts p ers o n all y. T h es e w er e f u n d e d b y l o a n s fr o m L C F, 
as w as al w a ys i nt e n d e d. I h a v e f o u n d i n t h e c as e of e a c h of t h e S P As t h at t h e y w er e n ot 
g e n ui n e c o m m er ci al s al e s b ut w er e artifi ci al d e vi c es j ustif yi n g t h e p a y m e nts t o t h e f o ur 
i n di vi d u als a n d ot h ers .  
 

1 6 6 1.  T h e s e S P As  h a d a n u m b er of c o m m o n f e at ur es: t h e y i n v ol v e d t h e s al e of s h ar es wit h n o 
v al u e or a v al u e w hi c h c o ul d n ot p ossi bl y j ustif y t h e pri c e p ai d; t h e y i n v ol v e d el e m e nts  
of  s elf-d e ali n g, s u c h t h at t h e o v er all b e n efi ci al o w n ers hi p di d n ot c h a n g e  (t h o u g h t h e 
di vi si o n of e c o n o mi c i nt er ests m a y h a v e d o n e) ; t h e y di d n ot i n v ol v e ar m’s l e n gt h 
n e g oti ati o ns; t h e y w er e dr aft e d b y o n e s et of l a w y ers; a n d t h e y r eli e d u p o n artifi ci al 
d e vi c es i n or d er t o j ustif y t h e c o nsi d er ati o n t o b e p ai d t o t h e D ef e n d a nts . S o m e of t h e 
d e vi c es us e d w er e artifi ci al cl a us es pr o vi di n g f or a n u plift i n t h e c o nsi d er ati o n, n o n -
e xist e nt r e d e e m a bl e pr ef er e n c e s h ar es w hi c h h a d n e v er b e e n iss u e d , a n d t h e s al e of 
c o m p a ni es w h os e u n d erl yi n g ass ets h a d n o or littl e v al u e . I n t h e c as e of t h e El ysi a n S P A 
a n d t h e Pri m e S P A, t h e “ p ur c h as ers ” w er e e ntiti es c o ntr oll e d b y i n di vi d u als w h o a gr e e d 
t o p arti ci p at e i n t h e tr a ns a cti o ns i n r et ur n f or a f e e.  
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1 6 6 2.  M or e o v er, d o c u m e nts w er e fr e q u e ntl y b a c k d at e d i n or d er t o c o n c e al t h e f a ct t h at s u ms  
h a d alr e a d y b e e n p ai d t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er , a n d Mr G ol di n g .  

 
1 6 6 3.  I h a v e f o u n d t h at e a c h  of t h e S P As l a c k e d a g e n ui n e c o m m er ci al r ati o n al e  a n d t h at t h e y 

w er e artifi ci al d e vi c es f or f u n ds d eri vi n g fr o m L C F t o b e p ai d t o t h e v ari o u s i n di vi d u als.  
 

1 6 6 4.  T hir d, t h e S P As w er e v er y el a b or at e. A gr e at d e al of eff ort w e nt i nt o cr e ati n g t h e 
str u ct ur es. T h e y w er e c ar ef ull y cr aft e d t o gi v e t h e i m pr essi o n of b ei n g g e n ui n e 
tr a ns a cti o ns. 

 
1 6 6 5.  T h e S P As w er e a m e a ns b y w hi c h ass ets of L C F w er e ulti m at el y tr a nsf err e d t o t h e f o ur 

i n di vi d u als. T h er e w as n o c o n c ei v a bl e b asis o n w hi c h it c o ul d h a v e b e e n i n t h e i nt er ests 
of L C F t o all o w it s ass ets t o b e a p pli e d i n t hi s w a y. T h e r es ult of t h e S P A tr a ns a cti o ns 
w as t h at t e ns of milli o ns of p o u n ds of L C F’s ass ets w er e p ai d ( vi a t h e l o a n s) t o t h e first 
f o ur D ef e n d a nts u n d er u n c o m m er ci al a n d artifi ci al tr a ns a cti o ns. T h os e a m o u nt s w er e 
“ c as h e d o ut ” t o t h e i n di vi d u als a n d w er e n ot a v ail a bl e t o t h e b orr o w ers as a m e a ns of 
r e p a yi n g ( or g e n er ati n g r es o ur c es) t o r e p a y L C F. T h e y w e nt t o t h e i n di vi d u als a n d t h eir 
v al u e w as l ost. T h e y w er e n ot r e pl a c e d b y a n yt hi n g of r e al v al u e i n t h e h a n ds of t h e 
p ur c h asi n g c o m p a ni es a n d t h er ef or e w er e n ot (e v e n i n dir e ctl y ) a v ail a bl e t o t h e b orr o wi n g 
c o m p a ni es. N o dir e ct or of L C F c o ul d e v er pr o p erl y h a v e all o w e d L C F’ s ass ets t o b e 
distri b ut e d i n t h at w a y.  Mr T h o ms o n k n e w all t h es e f a cts.  I fi n d t h at t h e a d v a n c es t o t h e 
b orr o wi n g c o m p a ni es f or t h e p ur p os es of f u n di n g t h e o bli g ati o ns u n d er t h e S P As 
c o nstit ut e d a mi s a p pr o pri ati o n of t h e ass ets of L C F.  

 
1 6 6 6.  T h e First a n d Ei g ht h D ef e n d a nts e m p h asis e d i n cl osi n g t h at t h e c as e w as fl a w e d b e c a us e 

t h e Cl ai m a nts a c c e pt e d t h at t h e l o a ns a n d t h e S P As w er e n ot s h a ms. T h e D ef e n d a nts 
s u b mitt e d t h at t hi s a m o u nt e d  t o a n a c c e pt a n c e b y t h e Cl ai m a nts t h at t h e l e n di n g b usi n ess 
w as g e n ui n e. T h e y ar g u e d t h at L C F h a d a n ass et ( n a m el y t h e b e n efit of t h e l o a n) e a c h 
ti m e it a d v a n c e d f u n ds. It als o t o o k s e c urit y. L C F w as t h er ef or e c o n d u cti n g a g e n ui n e 
b usi n ess. W hil e c o m pl ai nt s m a y l e giti m at el y b e m a d e a b o ut t h e w a y it c arri e d o n it s  
b usi n ess ( e. g. w h et h er it r e q uir e d pr o p er d o c u m e nt ati o n b ef or e m a ki n g l o a ns, w h et h er 
t h e s e c urit y w as a d e q u at e, a n d s o o n ), t h es e a m o u nt t o all e g ati o ns of n e gli g e n c e or 
mi s c o n d u ct, b ut n ot t o fr a u d ul e nt tr a di n g.  

 
1 6 6 7.  T h e First a n d Ei g ht h D ef e n d a nts als o o bs er v e d t h at t h e Cl ai m a nts w er e n ot c o nt e n di n g 

t h at t h at t h e S P A tr a ns a cti o ns w er e s h a ms. T h e y s ai d t h at it m ust f oll o w t h at t h es e ar e 
a c c e pt e d t o b e g e n ui n e tr a ns a cti o ns. T h e s ell ers s ol d a n d t h e b u y ers o bt ai n e d t h e s al es 
tr a nsf err e d u n d er t h e m. A n y all e g ati o ns of o v er v al u ati o n, b a c k d ati n g a n d s o f ort h mi g ht 
gi v e ris e t o diff er e nt cl ai ms, b ut t h e y d o n ot a m o u nt t o a c as e i n fr a u d ul e nt tr a di n g.  

 
1 6 6 8.  I a m u n a bl e t o a c c e pt t h e s e ar g u m e nts. Th e f a ct t h at t h e Cl ai m a nts d o n ot all e g e t h at t h e 

l o a ns or t h e S P As w er e s h a ms d o es n ot s er v e t o u n d er mi n e t h e cl ai ms. T h e Cl ai m a nts’ 
c as e ( w hi c h I h a v e a c c e pt e d) is t h at t h e l o a ns w er e u n c o m m er ci al a n d t h at t h e S P As 
(u n d er w hi c h s o m e of t h e s u ms dr a w n d o w n w er e p ai d) w er e us e d as a n u n c o m m er ci al,  
artifi ci al m e c h a nis m , t o j ustif y c h a n n elli n g t h e f u n ds t o t h e i n di vi d u al r e ci pi e nts. T h e 
f a ct t h at L C F m a y h a v e o bt ai n e d s o m e l e g al ri g hts u n d er t h e l o a n arr a n g e m e nts d o es n ot 
pr e v e nt w h at h a p p e n e d als o b ei n g p art of a fr a u d ul e nt tr a di n g of t h e c o m p a n y.  

 
1 6 6 9.  I n d e e d, t h er e m a y b e a wi d e v ari et y of c as es w h er e t h e tr a ns a cti o ns b y w hi c h t h e b usi n ess 

of a c o m p a n y f o u n d t o h a v e tr a d e d fr a u d ul e ntl y h a v e n ot t h e ms el v es b e e n i m p u g n e d. 
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Si mil arl y wit h t h e S P As. It is n o a ns w er t o t h e c a s e a d v a n c e d a g ai nst t h e D ef e n d a nts t o 
s a y t h at t h e Cl ai m a nts h a v e n ot s o u g ht t o s a y t h at t h e y w er e s h a ms. I als o n ot e t h at L C F 
w as n ot it s elf a p art y t o t h e S P As a n d t h er ef or e c o ul d n ot h a v e a p pli e d t o s et t h e m asi d e.  
 

1 6 7 0.  H e n c e , it is n o a ns w er t o t h e all e g ati o n t h at t h e as s ets w er e mi s a p pr o pri at e d t o s a y t h at 
t h e l e g al pr o p ert y p ass e d fr o m L C F t o t h e b orr o w ers a n d t h e n fr o m t h e b orr o w ers t o t h e 
s ell ers u n d er t h e v ari o us S P As. T h e v ari o us st e ps (l o a ns b y L C F , f oll o w e d b y p a y m e nts 
u n d er t h e S P As) w er e p art of a n i nt e gr at e d s c h e m e f or t h e tr a nsf er of ass ets fr o m L C F t o 
t h e r e ci pi e nts. I n d e e d, i n pr a cti c e, m a n y of t h e a m o u nt s dr a w n d o w n b y b orr o w ers w er e 
n e v er p ai d t o t h e m: t h e y w er e i nst e a d f u n n ell e d t hr o u g h ot h er a c c o u nts t o t h e i n di vi d u als.  

 
1 6 7 1.  M or e o v er, o n t h e f a cts of t hi s c as e i t is u nr e ali sti c t o di vor c e  t h e “l o a ns ” fr o m t h e S P As. 

B y all o wi n g t h e p a y m e nt t o t h e b orr o wi n g c o m p a ni es f or t h e p ur p os e of m a ki n g 
p a y m e nts u n d er t h e S P As , Mr T h o ms o n a n d Mr G ol di n g w er e a p pl yi n g L C F’s f u n ds 
c o ntr ar y t o t h e pr o p er p ur p os es of L C F. T h at w as a mi s a p pr o pri ati o n of it s ass ets.  T h es e 
p a y m e nts a g ai n j e o p ar dis e d t h e b o n d h ol d ers’ e c o n o mi c i nt er ests b y wr o n gl y r e d u ci n g 
t h e ass ets a v ail a bl e t o m e et t h eir cl ai ms. 

 
1 6 7 2.  A p art fr o m t h e l o a ns a n d S P As , ass ets w er e mi s a p pr o pri at e d i n v ari o us ot h er w a ys. L C F 

w as us e d t o m a k e dir e ct p a y m e nts t o v ari o us of t h e D ef e n d a nts s u c h as i n r eli a n c e o n 
f als e i n v oi c es, a n d ot h er wis e t o b e n efit Mr G ol di n g , w h et h er u n d er c o v er of l o a ns t o Mr 
G ol di n g  dir e ctl y or ot h er tr a ns a cti o ns f or his b e n efit.  N o n e of t h es e p a y m e nt s w er e  m a d e 
f or t h e pr o p er p ur p os es of L C F. T h es e p a y m e nts, a g ai n , j e o p ar dis e d t h e b o n d h ol d ers’ 
e c o n o mi c i nt er ests b y wr o n gl y r e d u ci n g t h e ass ets a v ail a bl e t o m e et t h eir cl ai m s . 

 
1 6 7 3.  I s p e cifi c all y a d dr ess n e xt t h e k n o wl e d g e of Mr T h o ms o n  a n d  Mr G ol di n g . As t o t hi s , I 

h a v e  alr e a d y m a d e t h e f oll o wi n g fi n di n gs : 

i. Mr T h o ms o n  a n d Mr G ol di n g  k n e w of t h e r el e v a nt f a cts a b o ut t h e l o a ns (i n cl u di n g 
t h e a d v a n c es m a d e wit h o ut a gr e e m e nts, t h e b a c k d ati n g of d o c u m e nts et c) a n d t h at 
dr a w d o w ns w er e m a d e u n d er t h e l o a n a gr e e m e nts t o e n a bl e t h e p a y m e nts t o b e 
m a d e p urs u a nt t o t h e S P As.  

ii. Mr T h o ms o n  a n d Mr G ol di n g  k n e w of a n d w er e i n v ol v e d i n e a c h of t h e S P As.  
T h e y k n e w t h at t h e v e n d ors’ p a y m e nt o bli g ati o ns u n d er t h e S P As w er e e ntir el y 
f u n d e d ( as w as al w a ys i nt e n d e d) fr o m l o a ns fr o m L C F, a n d t h at t h e l o a ns w er e a n 
i nt e gr al p art of t h e S P A tr a ns a cti o ns. I h a v e f o u n d t h at t h e y k n e w t h at t h e S P As 
w er e artifi ci al, u n c o m m er ci al, d e vi c es d esi g n e d t o j ustif y t h e p a y m e nt of s u ms t o 
t h e m a n d ot h ers; a n d t h at t h e ass ets tr a nsf err e d u n d er t h e m eit h er di d n ot e xist (t h e 
pr ef er e n c e s h ar es) or di d n ot c o m e cl os e i n v al u e t o j ustif y t h os e p a y m e nts. 

iii. Mr T h o ms o n  a n d Mr G ol di n g  k n e w t h at w h e n dr a w d o w ns w er e m a d e f or t h e 
p ur p os es of t h e S P As , t h e f o ur i n di vi d u als g e n er all y r e c ei v e d t h eir s h ar e of t h e 
pr o c e e ds i n t h e a gr e e d r ati os.  

1 6 7 4.  I a gr e e wit h t h e s u b missi o n of Mr T h o ms o n’s c o u ns el t h at a k e y iss u e u n d er t hi s h e a di n g 
is w h et h er h e e nt er e d t h e all e g e d b u y-o ut a gr e e m e nt i n J ul y 2 0 1 5 a n d t h at t his is cr u ci al 
t o t h e all e g ati o ns of mi s a p pr o pri ati o n. I h a v e, h o w e v er , r ej e ct e d his c as e i n t h at r e g ar d 
a n d h a v e f o u n d t h at h e a p pr e ci at e d t h at w h e n h e r e c ei v e d p a y m e nts u n d er t h e v ari o us 
S P As,  h e w as si m pl y g etti n g 5 % ( or 7. 5 %) of t h e f ull a m o u nt g oi n g t o t h e v e n d ors. I h a v e  
alr e a d y n ot e d Mr T h o ms o n’s e vi d e n c e t o t h e eff e ct t h at h e w o ul d h a v e b e e n a p p all e d if 
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h e h a d r e ali s e d t h at t h e ot h er i n di vi d u als b e hi n d t h e L o n d o n Gr o u p w er e “ c as hi n g o ut ”. 
I h a v e f o u n d t h at t h at is pr e cis el y w h at h e u n d erst o o d at t h at ti m e. I n d e e d , h e pr o c ur e d it 
b y c a usi n g t h e p a y m e nts t o b e m a d e  u n d er t h e r el at e d l o a n a gr e e m e nts . I als o fi n d t h at at 
all m at eri al ti m es, Mr T h o ms o n k n e w t h at L C F w as r aisi n g f u n ds fr o m b o n d h ol d ers i n 
a nti ci p ati o n t h at t h e y w o ul d e n d u p wit h t h os e i n di vi d u als vi a t h e l o a ns a n d S P As.  H e 
w as n ot a p p all e d , or e v e n mil dl y s ur pris e d, b e c a us e h e a n d t h e ot h ers w a nt e d t h e m o n e y  
a n d k n e w w h er e it w as c o mi n g fr o m . 
 

1 6 7 5.  I als o fi n d t h at Mr G ol di n g  k n e w as m u c h as Mr T h o ms o n a b o ut t h e l o a n arr a n g e m e nts 
a n d t h e S P As. H e ( a n d Mr B ar k er , his ri g ht-h a n d m a n) of c o urs e k n e w h o w m u c h t h e y 
w er e r e c ei vi n g u n d er t h e s e arr a n g e m e nts.  

 
1 6 7 6.  I a m s ati sfi e d t h at b y r ai si n g f u n ds fr o m i n v est or s a n d t h e n c a usi n g v er y l ar g e a m o u nt s  

fr o m t h e m t o b e a d v a n c e d t o t h e b orr o wi n g c o m p a ni es  s o t h at t h e i n di vi d u als b e hi n d t h e 
L o n d o n Gr o u p c o m p a ni e s c o ul d “ c as h o ut ” u n d er t h e S P As, L C F’s b usi n es s w as c arri e d 
o n wit h i nt e nt t o d efr a u d t h e cr e dit ors of t h e c o m p a n y or f or a fr a u d ul e nt p ur p os e.  T h e 
i nt er ests of i n v est ors w er e j e o p ar dis e d as t h es e a m o u nt s w er e p ai d a w a y b y L C F t o t h e 
i n di vi d u als ( w h o w er e u n d er n o o bli g ati o n t o p a y a n y p art of t h eir r e c ei pt s t o LC F). T h e 
s a m e is als o tr u e of t h e ot h er f or ms of mi s a p pr o pri ati o n r ef err e d t o a b o v e. B y c a usi n g 
s u ms  i n v est e d b y b o n d h ol d ers t o b e p ai d t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er , 
Mr G ol di n g  a n d ot h ers, L C F c arri e d o n b usi n ess wit h t h e i nt e nt t o d efr a u d t h e m.  

 
Gl o b al ass ess m e nt of t h e all e g ati o n s of F C O B  b y L C F  
 
1 6 7 7.  I h a v e c o n cl u d e d t h at t h e Cl ai m a nts h a v e est a blis h e d e a c h of t h e t hr e e all e g e d f or ms or 

str a n ds of F C O B b y L C F. I c o nsi d er t h at e a c h w o ul d b e s uffi ci e nt o n it s o w n  t o c o nstit ut e 
t h e c arr yi n g o n of L C F’s b usi n ess wit h i nt e nt t o d efr a u d cr e dit ors or f or a n ot h er 
fr a u d ul e nt p ur p os e. 
 

1 6 7 8.  T h e t hr e e str a n ds s h o ul d , h o w e v er , als o b e c o n si d er e d t o g et h er . F or r e as o ns alr e a d y 
gi v e n , t h e y ar e i nt er-c o n n e ct e d . P art of t h e mi sr e pr es e nt ati o n c as e is t h at L C F g a v e t h e 
f als e i m pr essi o n t h at t h e s u ms  r ais e d fr o m i n v est ors w o ul d b e l e nt t o S M Es w hi c h w o ul d 
t h e n p a y i nt er est a n d pri n ci p al fr o m t h eir o w n r es o ur c es, w hi c h i n t ur n w o ul d b e us e d t o 
r e p a y t h e b o n d h ol d ers. T h e fi n di n gs u n d er t h e s e c o n d str a n d a b o v e s h o w t h at i n f a ct n o n e 
of t h e r et ur ns p ai d t o b o n d h ol d ers d eri v e d fr o m t h e r es o ur c es of t h e b orr o wi n g 
c o m p a ni es. A g ai n , t h e r e pr es e nt ati o ns a b o ut l e n di n g t o n u m er o us ar m’s l e n gt h 
c o m p a ni es, a n d t h e n e e d t o c o m pl y wit h ri g or o us l e n di n g crit eri a w er e at o d ds wit h t h e 
r e al p ositi o n, w h er e L C F’s f u n ds w er e p ai d t o b orr o w ers w h er e t h e p ur p os e of t h e 
a d v a n c e w as t o f u n d p a y m e nts t o a s m all gr o u p of  ass o ci at e d i n di vi d u als f or ass ets o w n e d 
b y c o m p a ni es ass o ci at e d wit h t h e m (s e e t h e t hir d str a n d).  

 
1 6 7 9.  A gl o b al ass ess m e nt, c o m bi ni n g t h e t hr e e str a n d s of t h e c as e a n al ys e d a b o v e, s er v es t o 

str e n gt h e n t h e c o n cl usi o n t h at L C F c arri e d o n b usi n ess wit h i nt e nt t o d efr a u d it s cr e dit ors 
or f or a n ot h er fr a u d ul e nt p ur p os e.  

 
1 6 8 0.  I h a v e r e a c h e d t hi s c o n cl usi o n b y attri b uti n g t o L C F t h e st at e of mi n d of Mr T h o ms o n. It 

is u n n e c ess ar y t o r e p e at t h e e x er cis e b y r ef er e n c e t o t h e st at e of mi n d of Mr G ol di n g. 
H o w e v er , m y fi n di n gs a b o ut t h e k n o wl e d g e of Mr G ol di n g s et o ut at [ 1 7 0 0 ] t o [1 7 0 2 ] 
b el o w w o ul d h a v e b e e n s uffi ci e nt  t o s ati sf y t hi s r e q uir e m e nt. T h e c o m bi n e d k n o wl e d g e 
of t h e t w o of t h e m str e n gt h e ns t his c o n cl usi o n .  
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1 6 8 1.  Mr T h o ms o n’s c o u ns el c o nt e n d e d t h at t h e r e al r e as o n f or t h e b o n d h ol d ers’ l oss es w as 

t h e F C A r ai d i n D e c e m b er 2 0 1 8 a n d t h at, h a d t h at n ot h a p p e n e d, L C F  w o ul d h a v e c arri e d 
o n i n b usi n ess a n d p ai d its cr e dit ors. I dis a gr e e. B y t h e ti m e of t h e r ai d L C F  h a d li a biliti es 
t o b o n d h ol d ers of w ell o v er £ 2 0 0 milli o n. It h a d dis b urs e d t e ns of milli o ns of p o u n ds i nt o 
t h e h a n ds of t h e First t o T e nt h D ef e n d a nts. T h es e w er e u n a v ail a bl e t o r e p a y L C F. It h a d 
m a d e l o a ns t o a s m all gr o u p of c o m p a ni es w hi c h h a d n o pr os p e cts of r e p a yi n g t h e 
pri n ci p al a n d i nt er est d u e fr o m t h e m. T h os e c o m p a ni es w er e n ot g e n er ati n g a n y i n c o m e. 
M ost of t h e s u p p os e d s e c urit y h a d v er y l o w or littl e v al u e. T h e o nl y s u bst a nti al ass ets 
w er e t h e i n v est m e nts b y L O G i n I O G a n d Atl a nti c P etr ol e u m, b ut at all m at eri al ti m es 
t h e v al u e of t h es e f ell f ar s h ort of t h e a m o u nt s o utst a n di n g t o L C F. T h e s u b missi o n t h at 
L C F h a d p ai d all i nt er est a n d pri n ci p al d u e t o b o n d h ol d ers u ntil t h e d at e of t h e F C A r ai d 
als o i g n or es t h e e vi d e n c e s u m m aris e d a b o v e t h at L C F w as r u n as  a P o n zi s c h e m e. It di d 
n ot h a v e t h e r es o ur c es t o m a k e t h es e p a y m e nts fr o m it s o w n l e giti m at e b usi n ess. I nst e a d 
it r ais e d m o n e y fr o m n e w b o n d h ol d ers t o p a y it s e xisti n g li a biliti es. L C F w as n ot a 
h e alt h y c o m p a n y, pr o p erl y p a yi n g it s cr e dit ors u ntil  b ei n g cl os e d  b y r e as o n of r e g ul at or y 
a cti o n. It w as a ct u all y dis h o n estl y r aisi n g n e w m o n e y b y f als e pr et e n c es t o st a y afl o at.  It 
w as t h e F C O B b y L C F t h at r es ult e d i n t h e l oss es t o it s cr e dit ors, n ot t h e a cti o ns of t h e 
r e g ul at or i n D e c e m b er 2 0 1 8. 

 
P arti ci p ati o n a n d k n o wl e d g e of Mr T h o ms o n ?  

 
1 6 8 2.  Mr T h o ms o n w as a dir e ct or a n d t h e C E O of L C F t hr o u g h o ut t h e m at eri al p eri o d.  

 
1 6 8 3.  I h a v e alr e a d y m a d e d et ail e d fi n di n gs a b o ut t h e k n o wl e d g e a n d p arti ci p ati o n of Mr 

T h o ms o n i n r el ati o n t o ( a) t h e r epr es e nt ati o ns m a d e b y L C F t o b o n d h ol d ers a n d his 
k n o wl e d g e t h at t h e y w er e u ntr u e; ( b) t h e o p er ati o n of L C F as a P o n zi s c h e m e, usi n g 
f u n ds r ais e d fr o m n e w i n v est ors t o p a y t h e li a biliti es t o e arli er o n es; a n d ( c) t h e 
mi s a p pr o pri ati o n of ass et s fr o m L C F t hr o u g h t h e S P As a n d ot h er m e a ns.  

 
1 6 8 4.  I n s h ort: 

i. Mr T h o ms o n  w as a cti v el y i n v ol v e d i n m a ki n g f als e r e pr es e nt ati o ns t o pr os p e cti v e 
b o n d h ol d ers . H e w as t h e ulti m at e d e cisi o n -m a k er at L C F r e g ar di n g t h e m a n n er i n 
w hi c h L C F pr es e nt e d it s elf t o b o n d h ol d ers. H e k n e w of r e pr es e nt ati o ns m a d e o n 
b e h alf of L C F . 

ii. Mr T h o ms o n  c a us e d L C F t o iss u e t h e b o n ds  u n d er w hi c h b o n d h ol d ers i n v est e d 
s u ms  i nt o L C F. Mr T h o ms o n  w as als o r es p o nsi bl e f or L C F’s l e n di n g a n d p a y m e nt 
d e cisi o ns . H e si g n e d t h e l o a n a gr e e m e nts a n d s e c urit y d o c u m e nts o n b e h alf of L C F, 
i n cl u di n g d o c u m e nts w hi c h w er e f als el y b a c k d at e d. Mr T h o ms o n  w as r es p o nsi bl e 
f or m a ki n g p a y m e nts o ut of L C F t o t h e c o n n e ct e d b orr o w ers a n d g a v e a p pr o v als 
i n t his r e g ar d.  

iii. Mr T h o ms o n  c a us e d or p er mitt e d s u ms  fr o m n e w b o n d h ol d ers t o b e us e d t o m a k e 
p a y m e nts t o L C F’s e xisti n g b o n d h ol d ers. Mr T h o ms o n  pr o vi d e d c o nfir m ati o n t h at 
L C F’s ass ets  c o ul d b e l e nt, i n or d er t o b e r et ur n e d t o L C F, a n d t h e n us e d t o r e p a y 
b o n d h ol d ers.  

i v. Mr T h o ms o n  als o p arti ci p at e d a cti v el y i n n u m er o us as p e cts of t h e fi v e  S P A 
tr a ns a cti o ns b y w hi c h s u ms  w er e mi s a p pr o pri at e d fr o m L C F a n d p ai d t o Mr 
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T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d  Mr G ol di n g . T h e d et ails h a v e b e e n 
s et o ut a b o v e.  

v.  Mr T h o ms o n  p arti ci p at e d i n ot h er mis a p pr o pri ati o ns fr o m L C F, i n cl u di n g t h e 
p a y m e nt t o hi m s elf of 0. 5 % of L C F’s r e c ei pt s fr o m n e w b o n d h ol d ers, w hi c h Mr 
T h o ms o n  arr a n g e d t o b e p ai d t o hi m s elf t hr o u g h S ur g e . Mr T h o ms o n  als o 
p arti ci p at e d i n ( a n d a p pr o v e d) mi s a p pr o pri ati o ns fr o m L C F i n ot h er w a ys, a s 
e x pl ai n e d a b o v e .  

vi.  H e t h er ef or e p arti ci p at e d i n t h e F C O B of L C F.  

1 6 8 5.  F or t h e d et ail e d r e as o n s gi v e n a b o v e, Mr T h o ms o n  k n e w of t h e f alsit y of t h e 
r e pr es e nt ati o ns; of t h e o p er ati o n of L C F as a P o n zi s c h e m e; a n d of t h e mi s a p pr o pri ati o ns 
of L C F’s ass ets t hr o u g h t h e S P As a n d ot h er wis e.  
 

1 6 8 6.  I a m s ati sfi e d, i n t h e li g ht of t h es e fi n di n gs a b o ut his st at e of mi n d, t h at Mr T h o ms o n’s 
c o n d u ct w as dis h o n est.  

 
1 6 8 7.  Mr T h o ms o n is t h er ef or e li a bl e f or fr a u d ul e nt tr a di n g. T h e q u a nt u m of t h e c o ntri b uti o n 

h e s h o ul d m a k e is a d dr es s e d b el o w.  
 

P arti ci p ati o n a n d k n o wl e d g e of Mr G ol di n g ?  
 

1 6 8 8.  St arti n g wit h p arti ci p ati o n, a s e x pl ai n e d a b o v e, Mr G ol di n g h a d ulti m at e c o ntr ol o v er t h e 
aff airs of L C F  t hr o u g h o ut t h e r el e v a nt p eri o d. Mr T h o ms o n w as a c c ust o m e d t o a n d di d 
a ct i n a c c or d a n c e wit h his i nstr u cti o ns or dir e cti o ns  i n r el ati o n t o L C F at all m at eri al 
ti m es.  
 

1 6 8 9.  Mr G ol di n g  di d n ot e n g a g e i n t h e pr o c e e di n gs b e y o n d pl e a di n gs. H e f ail e d t o gi v e 
dis cl os ur e  of his d o c u m e nts a n d w as t h e n d e b arr e d fr o m d ef e n di n g t h e c as e . T h e 
Cl ai m a nts’ c as e a g ai nst hi m , t h er ef or e, is p artl y i nf er e nti al. T h e d o c u m e nts dis cl os e d b y 
t h e ot h er p arti es s h o w t h at Mr G ol di n g  pr ef err e d n ot t o c o m m u ni c at e b y e m ail; a n d t h at 
h e a ct e d t hr o u g h pr o xi es (s u c h as Mr B ar k er ). I fi n d t h at t hi s w as at l e ast i n p art b e c a us e 
h e h a d b e e n dis q u alifi e d fr o m a cti n g as a dir e ct or of c o m p a ni es. T h e d o c u m e nts s h o wi n g 
his dir e ct i n v ol v e m e nt  ar e t h er ef or e m or e li mit e d t h a n i n t h e c as e of s o m e of t h e ot h ers.  
 

1 6 9 0.  I a m s ati sfi e d t h at Mr G ol di n g  w as a s h a d o w dir e ct or of L C F at all m at eri al ti m es . T his 
is a d dr ess e d i n t h e s e cti o n o n dir e ct ors’ d uti es b el o w: t h e c o n cl usi o n is at [1 9 3 6 ] b el o w. 
I n s h ort, Mr G ol di n g  g a v e dir e cti o ns t o Mr T h o ms o n  r e g ar di n g L C F’s aff air s, t hr o u g h o ut 
t h e e ntir e p eri o d d uri n g w hi c h L C F c arri e d o n b usi n ess, a n d Mr G ol di n g  c o ul d a n d di d 
o v err ul e Mr T h o ms o n .  

 
1 6 9 1.  Mr G ol di n g  als o s a w hi ms elf as b ei n g a bl e  t o c o m m u ni c at e o n b e h alf of L C F wit h Mr 

C ar el ess , S ur g e  a n d Mr R uss ell -M ur p h y  dir e ctl y i n c o n n e cti o n wit h L C F’ s aff airs . A n 
e x a m pl e of t hi s is Mr G ol di n g ’s pr o mis es a b o ut pr o vi di n g s e c urit y.  H e di d s o wit h o ut 
r ef erri n g t o Mr T h o ms o n . T h o u g h Mr T h o ms o n  c o m pl ai n e d a b o ut t hi s a n d s ai d t h at Mr 
G ol di n g  s h o ul d n ot h a v e c o m m u ni c at e d wit h o ut his a ut h orit y, I fi n d t h at Mr G ol di n g  
a ct e d i n t hi s w a y b e c a us e h e c o nsi d er e d t h at h e h a d ulti m at e c o ntr ol.  
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1 6 9 2.  Mr G ol di n g  w as i n v ol v e d i n c o m m e nti n g o n L C F’s m ar k eti n g m at eri als a n d it s w e bsit e  
i n mi d-2 0 1 5 . T h es e c o nt ai n e d t h e pri n ci p al r e pr es e nt ati o ns w hi c h w o ul d b e m a d e b y L C F 
t hr o u g h o ut it s lif eti m e. It is pr o b a bl e t h at Mr G ol di n g  w as als o i n v ol v e d l at er  a n d t h at h e 
k n e w w h at w as b ei n g s ai d i n t h e m ar k eti n g m at eri als.  

 
1 6 9 3.  Mr G ol di n g  p arti ci p at e d i n L C F’s fr a u d ul e nt tr a di n g b y p ers o n all y b orr o wi n g fr o m L C F 

a n d  r e c ei vi n g s u ms  fr o m L C F (ost e nsi bl y o n t h at b asis ) fr o m 2 7 N o v e m b er  2 0 1 5  
o n w ar ds . Mr G ol di n g  w as t h er e b y p art y t o tr a ns a cti o ns b y w hi c h s u ms  w er e 
mi s a p pr o pri at e d fr o m L C F, a n d t h e r e pr es e nt ati o ns t o pr os p e cti v e b o n d h ol d ers w er e 
r e n d er e d f als e. 

 
1 6 9 4.  M or e o v er , Mr G ol di n g  l o a n e d s u ms  t o Mr C ar el ess  i n J a n u ar y 2 0 1 6, t o b e r e p ai d b y 

S ur g e , r e d u ci n g t h e c o m missi o ns it c h ar g e d t o L C F: i n t hi s w a y, Mr G ol di n g  w as dir e ctl y 
f a cilit ati n g S ur g e ’s a cti viti es i n m a ki n g r e pr es e nt ati o ns o n L C F’s b e h alf t o pr os p e cti v e 
b o n d h ol d ers; a n d f u n di n g a n d e n c o ur a gi n g t h e gr o wt h of L C F, s u c h t h at it w o ul d r es ult 
i n a hi g h er l e v el of n e w i n v est m e nts fr o m b o n d h ol d ers.  

 
1 6 9 5.  Mr G ol di n g  a gr e e d S ur g e ’s c o m missi o n of 2 5 %. T his w as n ot e x pl ai n e d t o pr os p e cti v e 

b o n d h ol d ers . T h e f ail ur e t o e x pl ai n it r e n d er e d w h at w as s ai d t o b o n d h ol d er s f als e.  
 

1 6 9 6.  Mr G ol di n g  als o p arti ci p at e d a cti v el y i n n u m er o u s as p e cts of t h e fi v e m aj or tr a ns a cti o ns 
b y w hi c h s u ms  w er e mi s a p pr o pri at e d fr o m L C F a n d p ai d t o Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d  Mr G ol di n g . T h e e arli er s e cti o ns of t hi s j u d g m e nt a d dr essi n g t h e 
tr a ns a cti o ns s et o ut his i n v ol v e m e nt a n d p arti ci p ati o n. I h a v e alr e a d y c o n cl u d e d t h at t h es e 
tr a ns a cti o ns w er e a m e a ns b y w hi c h ass ets w er e mi s a p pr o pri at e d fr o m L C F. B y 
p arti ci p ati n g i n t h e m ( a n d r e c ei vi n g p a y m e nts u n d er t h e m) , Mr G ol di n g p arti ci p at e d i n 
t h e i m p u g n e d c arr yi n g o n of L C F’s b usi n ess.  

 
1 6 9 7.  Mr G ol di n g  als o n e g oti at e d t h e a gr e e m e nt wit h S ur g e  b y w hi c h 1 % of all b o n d h ol d er 

f u n ds r e c ei v e d b y L C F d uri n g t h e pr e vi o us m o nt h w er e mi s a p pr o pri at e d t o hi m s elf , a n d 
s u b mitt e d i n v oi c es a n d a c c e pt e d p a y m e nts i n r es p e ct of t h os e s u ms.  

 
1 6 9 8.  I n t ot al, Mr G ol di n g  r e c ei v e d m or e t h a n £ 4 2. 8  milli o n  fr o m L C F. 

 
1 6 9 9.  F or t h es e r e as o ns , I c o n cl u d e t h at Mr G ol di n g  p arti ci p at e d i n t h e F C O B b y L C F.  

 
1 7 0 0.  T ur ni n g t o Mr G ol di n g ’s k n o wl e d g e, I fi n d, first, t h at Mr G ol di n g  k n e w  t h at t h e 

r e pr es e nt ati o ns m a d e b y L C F t o pr os p e cti v e i n v est ors a b o ut its b usi n ess w er e f als e :  

i. Mr G ol di n g  k n e w t h at  t h e ass ets r eli e d u p o n as s e c urit y b y L C F w er e i n a d e q u at e 
t o s u p p ort L C F’s e v er i n cr e asi n g l e n di n g a n d c o ul d n ot b e r eli e d o n as s uffi ci e nt 
s e c urit y. T h e f o ur pri n ci p al ass ets o n w hi c h L C F r eli e d f or s e c urit y w er e T h e Hill, 
T h e B e a c h, P ar a dis e B e a c h, a n d L a k e vi e w.  

ii. Mr G ol di n g  w as a w ar e of t h e tr ust arr a n g e m e nt i n v ol vi n g T h e Hill a n d El C u p e y, 
s u c h t h at it w as h el d f or t h e b e n efit of t h e S a n ct u ar y i n v est ors. Mr G ol di n g  w as 
a w ar e t h at T e n e d or a h a d n ot a c q uir e d a n y i nt er est i n l a n d at T h e B e a c h, as a r es ult 
of his i n v ol v e m e nt i n t h e S a n ct u ar y s c h e m e.  
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iii. Mr G ol di n g  k n e w t h at C V R es orts di d n ot h a v e a n y v al u a bl e ri g hts i n r el ati o n t o 
P ar a dis e B e a c h: h e k n e w t h at C V R es orts h a d d ef a ult e d at t h e o uts et, a n d t h at C V 
R es orts h a d n ot p ur c h as e d  a n y u nit s at P ar a dis e B e a c h w h e n t h e c o ntr a ct w as 
t er mi n at e d o n 7  J u n e 2 0 1 7 . 

i v. Mr G ol di n g  k n e w t h e tr u e v al u e of t h e L a k e vi e w sit e . H e w as t h e m ai n fi g ur e 
b e hi n d t h e p ur c h as e of t h e L a k e vi e w sit e, b e c a m e t h e m aj orit y o w n er of L C C L, 
w o ul d h a v e k n o w n t h e a m o u nt f or w hi c h it w as a c q uir e d, a n d w as i n v ol v e d i n t h e 
i nstr u cti o n of S a vills t o v al u e t h e sit e. I i nf er t h at h e h a d t h e s a m e k n o wl e d g e a s 
Mr T h o ms o n .  

v.  Mr G ol di n g  k n e w t h at t h e s e ass ets w er e r eli e d u p o n as s e c urit y f or t h e l e n di n g fr o m 
L C F t o L & T D, a n d f urt h er l e n di n g t o G R P’s s u bsi di ari es, i n cl u di n g as a r es ult of 
his p arti ci p ati o n i n t h e El ysi a n S P A.  

vi.  Mr G ol di n g  k n e w t h at t h er e w as n o a d e q u at e s e c urit y f or t h e e xisti n g l e n di n g t o 
L & T D, a n d t h e c o nsi d er ati o n p a y a bl e u n d er t h e El ysi a n S P A w as f ar i n e x c ess of 
t h e ass ets b ei n g tr a nsf err e d. 

vii.  Mr G ol di n g  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut c o n d u cti n g fi n a n ci al d u e 
dili g e n c e pri or t o m a ki n g l e n di n g d e cisi o ns, a n d t h e pr es e n c e of fi n a n ci al c o ntr ols 
a n d o n g oi n g m o nit ori n g of it s b orr o w ers, w er e f al s e.  

viii.  Mr G ol di n g  k n e w t h at L C F ( as S A F E) h a d l e nt t o S a n ct u ar y P C C , w hi c h h e k n e w 
w as i n fi n a n ci al diffi c ulti es a n d o w e d o utst a n di n g s u ms t o t h e S a n ct u ar y i n v est ors. 
Mr G ol di n g  k n e w t h at L C F ( as S A F E) h a d t h er ef or e l e nt t o a n i ns ol v e nt c o m p a n y 
at t h e o uts et.  

i x. Mr G ol di n g  k n e w t h at L C F h a d p erf or m e d n o d u e dili g e n c e i n c o n n e cti o n wit h t h e 
l o a ns t o hi m fr o m 2 7  N o v e m b er  2 0 1 5 , i n cl u di n g as H o m e F ar m E q u estri a n C e ntr e.  

x.  Mr G ol di n g  als o k n e w t h at his p ers o n al b orr o wi n g fr o m L C F w as n o v at e d t o F S E S 
( als o k n o w n as Ri v er L o d g e U K), a n d t h at w as d o n e t o r eli e v e Mr G ol di n g  fr o m 
h a vi n g t o r e p a y a n y of t h e m o n e y h e b orr o w e d.  

xi.  Mr G ol di n g  w as t h e b e n efi ci al o w n er of n u m er o us b orr o w ers c o n n e ct e d wit h L C F, 
a n d r e c ei v e d t h e l ar g est s h ar e of t h e s u ms p ai d o ut of L C F t o c o n n e ct e d b orr o w ers 
a c c or di n g t o t h e r ati o a gr e e d b et w e e n  Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  
a n d  Mr G ol di n g . I fi n d it m or e pr o b a bl e t h a n n ot t h at h e w as a w ar e t h at t h e 
p a y m e nts w er e b ei n g m a d e a n d t h at h e a ut h oris e d t h e m fr o m L C F.  

xii.  Mr G ol di n g  k n e w t h at L C F w as l e n di n g o nl y t o a s m all n u m b er of cl os el y 
c o n n e ct e d b orr o w ers  a n d n ot t o c o m m er ci al b orr o w ers i n t h e S M E m ar k et. Mr 
G ol di n g  k n e w t h at i n l e n di n g t o L & T D a n d t o G R P s u bsi di ari es, L C F w as l e n di n g 
t o c o n n e ct e d c o m p a ni es w hi c h w er e c o n n e ct e d o n a c c o u nt of ( a m o n g ot h er t hi n gs) 
t h eir c o m m o n ulti m at e b e n efi ci al o w n ers hi p b y Mr G ol di n g . 

xiii.  Mr G ol di n g  als o k n e w t h at t h e Pri m e gr o u p of c o m p a ni es w as  c o n n e ct e d  wit h hi m , 
a n d t h at s u ms  b orr o w e d b y t h e m w o ul d b e di v ert e d t o Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g . 
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xi v.  Mr G ol di n g  k n e w t h at L C F l e nt s u ms  t o hi m s elf p ers o n all y, a n d t h at h e w as 
c o n n e ct e d wit h L C F as b ot h it s b e n efi ci al o w n er, a n d t h e i n di vi d u al w h o e x er cis e d 
ulti m at e c o ntr ol o v er it.  

x v.  Mr G ol di n g  k n e w t h at f u n ds h a d b e e n l o a n e d t o hi m s elf p ers o n all y b ef or e t h e 
e x e c uti o n of a n y l o a n a gr e e m e nt, fr o m 2 7  N o v e m b er  2 0 1 5  o n w ar ds. Mr G ol di n g  
si g n e d a l o a n a gr e e m e nt at s o m e p oi nt o n or aft er  3  O ct o b er  2 0 1 6 , b ut f als el y 
b a c k d at e d t o 2 0  N o v e m b er  2 0 1 5  t o c o n c e al t h e f a ct t h at L C F h a d p ai d f u n ds 
wit h o ut h a vi n g a n y f a cilit y a gr e e m e nt i n pl a c e.  

x vi.  Mr G ol di n g  k n e w t h at S a n ds E q uit y w as a c o n d uit f or p a y m e nts b y t h e G R P 
s u bsi di ari es as a b o v e. Mr G ol di n g  t h er ef or e k n e w t h at L C F’s ass ets w er e n ot p ai d 
t o its b orr o w ers b ut w er e di v ert e d t o ot h er c o m p a ni es. 

x vii.  It is pr o b a bl e t h at Mr G ol di n g  w as a w ar e t h at G S T w as L C F’s s e c urit y tr ust e e, a n d 
t h at it w as u n d er t h e c o ntr ol a n d dir e cti o n of Mr S e d g wi c k , w hi c h i n a n y e v e nt w as 
i nf or m ati o n i n t h e p u bli c d o m ai n. I n t hi s r e g ar d, Mr S e d g wi c k  h a d a l o n g -st a n di n g 
r el ati o ns hi p wit h Mr G ol di n g ; Mr G ol di n g  w as ulti m at el y i n c o ntr ol of L C F a n d 
k n e w a b o ut it s b usi n ess.  Mr G ol di n g  k n e w t h at Mr S e d g wi c k  a ct e d as t h e i n -h o us e 
l a w y er f or c o m p a ni es c o n n e ct e d wit h Mr H u m e -K e n d all , Mr B ar k er , Mr G ol di n g  
a n d t h e L o n d o n Gr o u p, i n cl u di n g o n a c c o u nt of t h eir c o m m o n a n d o v erl a p pi n g 
p arti ci p ati o n a n d k n o wl e d g e i n t h e S a n ct u ar y s c h e m e, t h e P ar a dis e B e a c h c o ntr a ct, 
t h e L a k e vi e w sit e, S A F E, t h e L a k e vi e w S P A, t h e El ysi a n S P A, t h e Pri m e S P A, t h e 
L P E S P A, a n d t h e L P T S P A. Mr G ol di n g  t h er ef or e k n e w t h at G S T w as n ot 
i n d e p e n d e nt of L C F or its b orr o w ers. 

x viii.  Mr G ol di n g  w as a w ar e of t h e t er ms o n w hi c h S A F E h a d r ais e d s u ms  fr o m 
pr os p e cti v e b o n d h ol d ers, a n d as e x pl ai n e d a b o v e, w as a w ar e of t h e r e pr es e nt ati o ns 
m a d e b y L C F t o pr os p e cti v e i n v est ors at all m at eri al ti m es. H e k n e w t h at s u ms  
r ais e d fr o m L C F w er e b ei n g us e d t o f u n d p a y m e nts t o Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g . H e w as u p d at e d (i n cl u di n g b y Mr T h o ms o n ) 
a b o ut t h e a m o u nt s a v ail a bl e f or t his p ur p os e.  

xi x.  Mr G ol di n g  k n e w t h at L C F w as p a yi n g 2 5 % of n e w f u n ds t o S ur g e as a 
c o m missi o n. H e h a d a gr e e d t hi s. H e k n e w t h at b o n d h ol d ers w er e n ot t ol d a b o ut it. 
I h a v e als o f o u n d t h at t h e arr a n g e m e nt u n d er w hi c h h e r e c ei v e d 1 % w as a n 
i n d u c e m e nt t o m ai nt ai n t h e 2 5 % f e e arr a n g e m e nt. 

1 7 0 1.  S e c o n d, I fi n d t h at Mr G ol di n g  k n e w L C F h a d o p er at e d as a P o n zi s c h e m e, a n d t h at it 
w as u n a bl e t o r e p a y it s i n v est ors.  

i. Mr G ol di n g  w as a b e n efi ci al o w n er of m a n y of L C F’s b orr o w ers, i n cl u di n g L & T D  
a n d  L o n d o n  Gr o u p L L P ( a n d it s s u bsi di ari es). It is  pr o b a bl e t h at Mr G ol di n g  k n e w 
t h at L C F’s b orr o wi n g c o m p a ni es, i n w hi c h h e o w n e d a 4 5 % b e n efi ci al i nt er est, di d 
n ot c o n d u ct a n y r e al c o m m er ci al a cti vit y, a n d di d n ot g e n er at e a n y pr ofits  fr o m 
w hi c h t h e y c o ul d r e p a y L C F.  

ii. Mr G ol di n g  w as k e pt i nf or m e d a b o ut n e w b o n d h ol d er i n v est m e nts p ai d i nt o L C F . 
H e k n e w t h at w h e n t h es e f u n ds w er e dr a w n, l ar g e p arts of t h e m w er e us e d t o f u n d 
p ers o n al p a y m e nts t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d  Mr G ol di n g , 
a n d  w er e n ot us e d t o g e n er at e i n c o m e wit h w hi c h t o r e p a y l o a ns t o L C F.  
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iii. H e w as a n o w n er a n d c o ntr oll er of S a n ds E q uit y. T his w as o n e of t h e c o m p a ni es 
i n v ol v e d i n t h e r o u n d-tri p pi n g of m o n e y ori gi n ati n g fr o m L C F , b a c k t o L C F , t o 
f u n d p a y m e nts t o e xisti n g b o n d h ol d ers.  

i v. It is pr o b a bl e t h at Mr G ol di n g  u n d erst o o d t h at L C F di d n ot h a v e a n y ot h er s o ur c e 
of i n c o m e or ass ets ot h er t h a n i n v est m e nts fr o m n e w b o n d h ol d ers; t h at L C F’s 
b orr o w ers di d n ot g e n er at e a n y i n c o m e wit h w hi c h t o m a k e p a y m e nts t o L C F, 
w hi c h w as f u n d e d b y s u ms  pr e vi o usl y r e c ei v e d fr o m L C F; a n d t h at L C F us e d s u ms  
fr o m n e w b o n d h ol d ers t o m a k e r e d e m pti o n a n d i nt er est p a y m e nts t o e xisti n g 
b o n d h ol d ers, i n cl u di n g b y r o uti n g t h os e s u ms t hr o u g h c o n n e ct e d b orr o wi n g 
c o m p a ni es.  

1 7 0 2.  T hir d, I fi n d t h at Mr G ol di n g  k n e w t h at L C F’s ass ets w er e b ei n g mi s a p pr o pri at e d, 
i n cl u di n g b y p a y m e nts t o hi m s elf: 

i. I h a v e gi v e n d et ails of Mr G ol di n g ’s k n o wl e d g e of a nd  p arti ci p ati o n i n t h e S P As. 
H e k n e w t h at t h es e w er e u n c o m m er ci al tr a ns a cti o ns d esi g n e d t o c o n c e al t h e  
p a y m e nt of ( w h at w er e ulti m at el y b o n d h ol d er ) f u n ds t o Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g  i n a gr e e d r ati os. H e w as a b e n efi ci ar y of e a c h 
of t h e tr a ns a cti o ns. I n li g ht of m y c o n cl usi o n a b o ut his ulti m at e c o ntr olli n g r ol e 
o v er L C F a n d his b e n efi ci al i nt er est i n t h e L o n d o n Gr o u p c o m p a ni es, it is pr o b a bl e 
t h at h e u n d erst o o d h o w t h e p a y m e nts u n d er t h e S P As w er e e ntir el y f u n d e d b y l o a ns 
fr o m L C F. 

ii. Mr G ol di n g  k n e w t h at w h e n t h es e s u ms  w er e dr a w n ost e nsi bl y p urs u a nt t o a l o a n, 
t h e y w er e i n f a ct us e d t o f u n d p ers o n al p a y m e nts t o Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d  Mr G ol di n g .  

iii. H e k n e w h e w as g etti n g a 4 5 % s h ar e (l att erl y , 4 2. 5 % ) hi m s elf. It is pr o b a bl e t h at 
h e k n e w t h at t h e ot h er t hr e e p arti ci p a nts w er e r e c ei vi n g t h e b al a n c e.  

i v. U n d er his s p e ci al arr a n g e m e nt s wit h S ur g e, Mr G ol di n g  k n e w t h at h e w as b ei n g 
p ai d 1 % of all b o n d h ol d er f u n ds r e c ei v e d b y L C F d uri n g t h e pr e vi o us m o nt h fr o m 
S ur g e  a n d s u b mitt e d i n v oi c es a n d a c c e pt e d p a y m e nts i n r es p e ct of t h os e s u ms. H e 
r e c ei v e d t h es e s u ms b e c a us e of his c o ntr olli n g r ol e o v er L C F.  

v.  Mr G ol di n g  als o mi s a p pr o pri at e d f u n ds b y his p er s o n al b orr o wi n g fr o m L C F. Mr 
G ol di n g  p arti ci p at e d i n a n d k n e w a b o ut a pl a n t o e ns ur e t h at h e di d n ot h a v e t o 
r e p a y t h e s u ms  l o a n e d t o hi m fr o m L C F.  

1 7 0 3.  I a m s ati sfi e d, i n t h e li g ht of t h es e fi n di n gs a b o ut his st at e of mi n d, t h at Mr  G ol di n g ’s 
c o n d u ct w as dis h o n est.  
 

1 7 0 4.  Mr G ol di n g  is t h er ef or e li a bl e f or fr a u d ul e nt tr a di n g. T h e q u a nt u m of his c o ntri b uti o n i s 
a d dr ess e d b el o w.  

  
P arti ci p ati o n a n d k n o wl e d g e of Mr C ar el ess a n d S u r g e ?  
 
1 7 0 5.  T h e S ur g e D ef e n d a nts w er e i n v ol v e d i n L C F’s b usi n ess fr o m J ul y 2 0 1 5 o n w ar ds b y 

m ar k eti n g a n d s elli n g its b o n ds.  As alr e a d y e x pl ai n e d , a k e y p art of L C F’s b usi n ess w as 
t h e m ar k eti n g of b o n ds b y m a ki n g r e pr es e nt ati o ns t o p ot e nti al i n v est ors. T his w as d o n e 
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b y a c o m bi n ati o n of t h e I M s, br o c h ur es , vi d e o , a n d b y dir e ct c o m m u ni c ati o ns b et w e e n 
p ot e nti al i n v est ors a n d t h e s al es t e a m at S ur g e. T h e s al es t e a m a ns w er e d q u esti o ns fr o m 
p ot e nti al i n v est ors b y p h o n e, b y el e ctr o ni c c o m m u ni c ati o ns a n d, o c c asi o n all y, i n 
m e eti n gs. T h e I Ms, br o c h ur es a n d vi d e o w er e a v ail a bl e o n t h e w e bsit e d esi g n e d a n d 
m ai nt ai n e d b y S ur g e.  
 

1 7 0 6.  As e x pl ai n e d a b o v e, t hi s p art of L C F’s b usi n ess w as a f or m of F C O B i n t h at L C F m a d e 
a s eri es of dis h o n est r e pr es e nt ati o ns a b o ut it s b usi n ess t o p ot e nti al i n v est ors t o p ers u a d e 
t h e m t o i n v est.  
 

1 7 0 7.  S ur g e’s i n v ol v e m e nt i n t h e m ar k eti n g of t h e b o n d s tr a nsf or m e d t h e s u c c ess r at e of L C F’s 
b o n d s al es. L C F h a d pr e vi o usl y s ol d n e gli gi bl e v ol u m es  of b o n ds . O n c e S ur g e h a d 
b e c o m e i n v ol v e d , L C F ’s s al es r a pi dl y i m pr o v e d. Mr C ar el ess  s et a m biti o us m o nt hl y 
t ar g ets a n d p us h e d his s al es st aff v er y h ar d, i n cl u di n g t hr o u g h c o m missi o n arr a n g e m e nts. 
I fi n d t h at t h e eff orts of t h e S ur g e D ef e n d a nts w er e a hi g hl y m at eri al f a ct or i n dri vi n g 
L C F’s s u c c ess i n attr a cti n g i n v est m e nts. L C F w o ul d n ot h a v e a c hi e v e d e v e n a fr a cti o n 
of its s al es wit h o ut t h e i n v ol v e m e nt a n d p arti ci p ati o n of t h e S ur g e D ef e n d a nts.  

 
1 7 0 8.  As p art of t h eir eff orts, t h e S ur g e D ef e n d a nts pr o m ot e d t h e s al es of L C F’s b o n ds b y 

cr e ati n g mi sl e a di n g i n v e st m e nt c o m p aris o n w e bsit es , s u c h as B est I n v est m e nt F u n ds, 
B S R a n d BI R. T h e S ur g e D ef e n d a nts di d t hi s t o m a xi mi s e i n v est m e nts i nt o L C F a n d 
c o m missi o n p a y m e nts t o S ur g e.  

 
1 7 0 9.  T h e S ur g e D ef e n d a nts pr es e nt e d t h e S ur g e s al es t e a m as if t h e y w er e e m pl o y e d b y L C F. 

A p ot e nti al i n v est or w h o t h o u g ht t h e y w er e c o nt a cti n g L C F t hr o u g h t h e w e bsit e w o ul d 
c o m m u ni c at e wit h s o m e o n e at S ur g e.  H e n c e t h e S ur g e s al es t e a m w as , as f ar as i n v est ors 
w er e c o n c er n e d,  t h e f a c e of L C F. O n c e S ur g e b e c a m e i n v ol v e d, L C F h a d n o ot h er s al es 
t e a m or st aff. S ur g e w as t h er ef or e i nstr u m e nt al i n its b usi n ess.  

 
1 7 1 0.  S ur g e r e c ei v e d fr o m L C F a f e e of 2 5 % of gr oss m o nt hl y r e c ei pt s. S ur g e r e c ei v e d m or e 

t h a n £ 6 0  milli o n  i n t ot al. T h e S ur g e D ef e n d a nts k n e w t hi s w as f u n d e d e ntir el y fr o m 
i n v est m e nts b y b o n d h ol d ers. Mr C ar el ess b e n efit e d p ers o n all y fr o m t h es e f e es (r e c ei vi n g 
m a n y milli o ns of p o u n ds p ers o n all y).  

 
1 7 1 1.  I fi n d t h at t h e i n v ol v e m e nt of t h e S ur g e D ef e n d a nts i n t h e pr o m oti o n a n d s elli n g of t h e 

b o n ds, a n d t h e r e c ei pt b y S ur g e of t h e 2 5 % c o m missi o n ( a n d b y Mr C ar el e ss of p art of 
t h at) a m o u nt t o p arti ci p ati o n i n F C O B b y L C F.  I a gr e e wit h t h e s u b missi o n of t h e S ur g e 
D ef e n d a nts t h at t h e r e al q u esti o n  f or t h e c o urt r el at es t o t h e st at e of t h eir mi n ds. 

 
1 7 1 2.  I st art t h e a n al ysi s of t his iss u e wit h s o m e g e n er al c o nsi d er ati o ns .  

 
1 7 1 3.  First, t h e S ur g e D ef e n d a nts w er e n ot p art of t h e i nt er n al m a n a g e m e nt of L C F. T h e y di d 

n ot k n o w e v er yt hi n g a b o ut it s b usi n ess a n d o p er ati o ns. I fi n d , f or i nst a n c e, t h at Mr 
C ar el ess di d n ot k n o w a b o ut t h e v ari o us S P As . N or di d h e k n o w t h e d et ails of L C F’s 
b a n ki n g arr a n g e m e nts or  t h os e of ass o ci at e d c o m p a ni es ( as e x pl ai n e d a b o v e).  

 
1 7 1 4.  S e c o n d, S A F E w as alr e a d y o p er ati n g w h e n S ur g e c a m e o n b o ar d a n d Mr R us s ell -M ur p h y  

h a d b e e n i n v ol v e d i n s elli n g its b o n ds , al b eit o n a s m all s c al e.  
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1 7 1 5.  T hir d, L C F h a d a n u m b er of pr of essi o n als w or ki n g f or it. T h e y ar e i d e ntifi e d a b o v e. I n 
s u m m ar y, B uss M urt o n a ct e d f or L C F i n r el ati o n t o it s l e n di n g b usi n ess ; L e wis Sil ki n 
a d vis e d o n it s b o n d iss u es; Oli v er Cli v e w er e it s a c c o u nt a nts  a n d i niti al a u dit ors . L at er, 
P w C a n d E Y w er e it s a u dit ors  f or diff er e nt y e ars of a c c o u nt , r es p e cti v el y. S e nti e nt 
C a pit al a p pr o v e d it s c o m m u ni c ati o ns a n d Mr H ui s a m e n j oi n e d L C F at t h e b e gi n ni n g of 
2 0 1 6 .  

 
1 7 1 6.  F o urt h, S ur g e w as a m ar k eti n g c o m p a n y. It di d n ot cl ai m a n y s p e ci al q u alifi c ati o ns or 

h a v e a n y a ut h oris ati o ns u n d er t h e fi n a n ci al s er vi c e s r e g ul at or y r e gi m e.   
 

1 7 1 7.  Fift h, I a gr e e wit h t h e s u b mi ssi o n s of t h e S ur g e D ef e n d a nts t h at tr ust is g e n er all y t h e 
b asis of b usi n ess a n d t h at t h e c o urt m ust a v oi d hi n dsi g ht i n a p pr o a c hi n g t h e e vi d e n c e 
a b o ut k n o wl e d g e.  

 
1 7 1 8.  O n t h e ot h er h a n d, I n ot e t h e f oll o wi n g: 

i. Mr C ar el ess w as a n e x p eri e n c e d a n d i nt elli g e nt b usi n ess m a n. B ef or e h e b e g a n t o 
w or k wit h L C F, h e  h a d  e x p eri e n c e of t h e u nr e g ul at e d b o n d m ar k et . H e r e p e at e d l y 
s ai d i n or al e vi d e n c e t h at t h e m ar k et h a d s o m e v er y b a d pr o d u cts  a n d t h at t h er e w as 
a l ot of c y ni cis m or s c e pti cis m a b o ut t h e u nr e g ul at e d mi ni -b o n d i n d ustr y  (s e e e. g. 
[8 1 0 ] a b o v e). H e k n e w t h at t h er e h a d b e e n s c a n d als wit h mi ni -b o n d pr o d u cts .  

ii. Mr C ar el ess als o e x pl ai n e d t h at S ur g e w er e  c y ni c al a b o ut L C F b e c a us e p e o pl e w h o 
ar e tr yi n g t o b uil d b usi n ess es s a y l oft y t hi n gs w hi c h t ur n o ut t o b e u ntr u e or 
i ns u bst a nti al.  

iii. T h e S ur g e D ef e n d a nts k n e w v er y littl e a b o ut L C F at t h e b e gi n ni n g of t h eir 
r el ati o ns hi p. Ms V e n n h a d u n d ert a k e n s o m e r u di m e nt ar y G o o gl e s e ar c h es.  T h os e 
h a d r e v e al e d n ot hi n g at all a b o ut Mr G ol di n g, w h o t h e y s a w as t h e dri vi n g f or c e 
b e hi n d L C F.  

1 7 1 9.  Wit h t h es e g e n er al p oi nts i n mi n d, I t ur n t o c o nsi d er t h e all e g ati o n t h at t h e S ur g e 
D ef e n d a nts k n e w a b o ut t h e F C O B b y L C F.  

 
1 7 2 0.   It is c o n v e ni e nt t o st art wit h t h e all e g ati o ns a b o ut t h e f als e r e pr es e nt ati o ns m a d e b y L C F 

i n s elli n g b o n ds.  
 

1 7 2 1.  T h e S ur g e D ef e n d a nts k n e w of t h e st at e m e nts t h at w er e m a d e t o b o n d h ol d ers. As a 
m ar k eti n g c o m p a n y  a n d it s C E O , t h e y i n d e e d w er e i nstr u m e nt al i n m a ki n g t he m . T o t h e 
e xt e nt t h at t h e r e pr es e nt ati o ns w e nt b e y o n d t h e e x pr ess w or ds us e d , I fi n d t h at t h e S ur g e 
D ef e n d a nts u n d erst o o d t h e r e pr es e nt ati o ns t o i n cl u d e t h os e i m pli c ati o ns. T h e 
i m pli c ati o ns I h a v e f o u n d t o b e i n cl u d e d i n t h e st at e m e nts w er e o b vi o us  a n d t h er e is n o 
r e as o n t o t hi n k t h at Mr C ar el ess di d n ot u n d erst a n d t h e m i n t h at s e ns e.  

 
1 7 2 2.  Mr C ar el ess fr e q u e ntl y s o u g ht i n his e vi d e n c e t o e x c us e S ur g e’s p ositi o n b y s a yi n g t h at 

it w as m er el y a m ar k eti n g c o m p a n y, w or ki n g f or L C F, a n d t h at t h er e  w er e  ot h er s, 
i n cl u di n g Mr H uis a m e n a n d L e wis Sil ki n, r e vi e wi n g t h e m ar k eti n g m at eri als. T h es e 
m at eri als i n cl u d e d t h e s cri pts us e d b y S ur g e.  

 
1 7 2 3.  As t o t hi s, if a n d t o t h e e xt e nt t h at Mr C ar el ess k n e w t h at t h e st at e m e nts w er e mi sl e a di n g, 

it is n ot a n a ns w er t h at ot h ers m a y h a v e a p pr o v e d t h e m.  
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1 7 2 4.  H o w e v er , w h e n ass essi n g w h et h er Mr C ar el ess r e ali s e d t h at t h e st at e m e nt s b ei n g m a d e 

t o t h e p u bli c w er e f als e a n d mi sl e a di n g, it i s m at eri al t o k e e p i n mi n d t h at h e k n e w t h er e 
w er e pr of essi o n als i n v ol v e d , a n d t h at h e t h o u g ht t h e y w o ul d a ct pr o p erl y. I n m y 
j u d g m e nt, Mr C ar el ess w as e ntitl e d, u nl ess h e k n e w f a cts w hi c h r e n d er e d t h os e 
st at e m e nts u ntr u e, t o s u p p os e t h at L C F w as pr es e nti n g it s pr o d u cts tr ut hf ull y a n d f airl y, 
a n d t h at ( h a d t hi s n ot b e e n s o) t h e pr of essi o n al s i n v ol v e d w o ul d h a v e s p o k e n o ut or 
r esi gn e d . 

 
1 7 2 5.  O n e of t h e mis r e pr es e nt ati o ns I h a v e f o u n d t o b e e st a blis h e d is t h at L C F w a s l e n di n g o n 

c o m m er ci all y c o m p etiti v e t er ms t o n u m er o us u n c o n n e ct e d S M E b orr o w ers i n ar m’s 
l e n gt h tr a ns a cti o ns. I h a v e als o f o u n d t h at S ur g e p ositi v el y r e pr es e nt e d t his t o i n v est ors. 
 

1 7 2 6.  I t ur n t o Mr C ar el ess’s u n d erst a n di n g of t h e a ct u al p ositi o n .  
 

1 7 2 7.  Mr C ar el ess  b eli e v e d t h at Mr G ol di n g  ulti m at el y c o ntr oll e d L C F, as e x pl ai n e d a b o v e . Mr 
C ar el ess  d e alt wit h Mr G ol di n g  i n r el ati o n t o L C F wit h o ut r ef er e n c e t o Mr T h o ms o n . Mr 
C ar el ess  b eli e v e d t h at Mr G ol di n g  still c o ntr oll e d L C F a n d t h at Mr G ol di n g  c o ul d 
“s q u e e z e ” Mr T h o ms o n  w h e n n e e d e d.  

 
1 7 2 8.  Mr C ar el ess  k n e w t h at as at 2 0  J ul y 2 0 1 5  L C F’s o p er ati o n w as v er y s m all . D es pit e t hi s, 

Mr C ar el ess  k n e w t h at L C F w as m a ki n g r e pr es e nt ati o ns t h at L C F l e nt t o a l ar g e n u m b er 
of S M Es.  

 
1 7 2 9.  Mr C ar el ess  als o k n e w t h at L C F n e v er h a d a l e n di n g p a g e a n d t h at t hi s i s s o m et hi n g 

w hi c h a b usi n ess ost e nsi bl y c o n d u cti n g l e n di n g a cti vit y w o ul d b e e x p e ct e d t o h a v e.  
 
1 7 3 0.  O n 2 5 J a n u ar y 2 0 1 6 Ms V e n n s e nt t h e e m ail s et o ut at [ 1 0 2 1 ] a b o v e. I a m fr o m t h at ( a n d 

t h e s urr o u n di n g f a ct u al fi n di n gs) s ati sfi e d  t h at b y t h at d at e (at t h e l at est) Mr C ar el ess  
b eli e v e d , first, t h at Mr T h o ms o n , w h o ost e nsi bl y r a n L C F, h a d e x pl ai n e d t h at all of L C F’s 
l o a ns w er e c o n n e ct e d t o Mr G ol di n g , w h o ulti m at el y c o ntr oll e d L C F; a n d , s e c o n dl y, t h at 
Mr T h o ms o n  r e g ar d e d t hi s as s e nsiti v e i nf or m ati o n a n d di d n ot w a nt it t o b e 
c o m m u ni c at e d i n writi n g . This s e c o n d p oi nt w as it s elf a n o b vi o us gr o u n d f or c o n c er n.  

 
1 7 3 1.  B as e d o n t hi s e m ail , I c o n cl u d e t h at Mr C ar el ess a ct u all y k n e w b y 2 5 J a n u ar y 2 0 1 6 at 

t h e l at est t h at t h er e w as a v er y s m all n u m b er of b orr o w ers, all c o n n e ct e d wit h Mr 
G ol di n g .  

 
1 7 3 2.  H o w e v er , in his or al e vi d e n c e , Mr C ar el ess a c c e pt e d t h at  h e h a d w or k e d o ut “ e arl y o n ”  

t h at all of t h e l o a ns w er e c o n n e ct e d wit h Mr G ol di n g , a n d t h at t h e n u m b er of l o a ns w as 
v er y s m all. I c o n cl u d e t h at it is pr o b a bl e t h at b y “ e arl y o n ” , h e m e a nt b y t h e e n d of 
D e c e m b er 2 0 1 5  at t h e v er y l at est. As t o t his:  

i. B y 1 0 D e c e m b er 2 0 1 5 at t h e l at est , Mr C ar el ess k n e w t h at Mr T h o ms o n w as s a yi n g 
t h at all of L C F’s l o a n b o o k w as l e nt t o “ T h o ms o n’s c o m p a n y ”, i. e. t h at L C F di d 
n ot l e n d t o n u m er o us u n c o n n e ct e d b usi n ess es b ut i n f a ct m a d e l o a ns t o a si n gl e 
c o m p a n y c o n n e ct e d wit h Mr T h o ms o n.  

ii. Mr C ar el ess k n e w i n D e c e m b er 2 0 1 5 t h at a p erti n e nt q u esti o n i n r es p o ns e t o t hi s 
i nf or m ati o n w as w h et h er L C F’s b orr o w ers or pr o p os e d b orr o w ers w er e u n d er t h e 
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s a m e or c o n n e ct e d o w n er s hi p. H e a c c e pt e d i n e vi d e n c e t h at t hi s iss u e w as p erti n e nt 
(s e e [9 5 5 ] a b o v e).  

iii. Mr C ar el ess als o k n e w b y t h e e n d of D e c e m b er 2 0 1 5 t h at b usi n ess es o w n e d b y Mr 
G ol di n g w er e b orr o wi n g fr o m L C F. H e b eli e v e d t hi s b e c a us e Mr G ol di n g h a d 
p ers o n all y off er e d t o p ut s e c urit y o n L C F’s b al a n c e s h e et.  

1 7 3 3.  I n c as e t hi s c o n cl usi o n a b o ut a ct u al k n o wl e d g e is wr o n g, I t ur n t o a d dr ess t h e iss u e of 
bli n d -e y e k n o wl e d g e.  
 

1 7 3 4.  I fi n d t h at f or t h e r e as o ns s et o ut i n [1 7 2 7 ] t o [1 7 3 2 ] a b o v e, b y t h e e n d of D e c e m b er 2 0 1 5 
Mr C ar el ess h a d fir ml y t ar g et e d s us pi ci o ns t h at t h e r e pr es e nt ati o ns m a d e o n b e h alf of 
L C F a b o ut ar m’s l e n gt h l e n di n g t o n u m er o us b orr o w ers w er e f als e. H e b eli e v e d t h at L C F 
w as a s m all o p er ati o n, t h at L C F h a d o nl y l e nt t o a b orr o w er c o n n e ct e d wit h Mr T h o ms o n 
or Mr G ol di n g, t h at t h e “ s e c urit y ” or ass ets s u p p orti n g L C F’s l e n di n g w as li n k e d t o Mr 
T h o ms o n a n d/ or off er e d b y Mr G ol di n g, a n d t h at Mr G ol di n g’s b u si n ess es w er e 
b orr o wi n g fr o m L C F. H e b eli e v e d t h at Mr T h o ms o n a n d/ or Mr G ol di n g o w n e d a n d 
c o ntr oll e d L C F. H e als o h a d a g e n er al s c e pti cis m a b o ut mi ni -b o n d iss u ers.  

 
1 7 3 5.  I fi n d t h at Mr C ar el ess d eli b er at el y di d n ot m a k e i n q uiri es t o a d dr ess t h es e s us pi ci o ns. 

H e b eli e v e d t h at L C F w o ul d “st a y u n d er t h e r a d ar f or a w hil e y et ” a n d t h er e b y a v oi d 
i n v esti g ati o n fr o m t h e F C A. H e w as i nt er est e d i n c o nti n ui n g t o m a k e as m u c h m o n e y as 
p ossi bl e. Mr C ar el ess c o ul d h a v e as k e d Mr G ol di n g a n d Mr T h o ms o n f or e vi d e n c e a b o ut 
t h e l e n di n g o p er ati o ns ( a n d i nsi st e d o n writt e n e vi d e n c e of b orr o w ers, s e c urit y a n d s o 
f ort h) b ut d eli b er at el y c h os e n ot t o d o s o.  

 
1 7 3 6.  I als o fi n d t h at, e v e n b y t hi s e arl y st a g e i n t h eir d e ali n gs, Mr C ar el ess di d n ot tr ust Mr 

T h o ms o n or t h e ot h ers i n v ol v e d i n L C F t o t ell t h e tr ut h. Mr P artri d g e h a d s ai d t h at 
“ S p e n c er’s l ot a n d s o J R M ” w er e n ot t o b e tr ust e d, aft er p oi nti n g o ut c o ntr a di cti o ns m a d e 
b y Mr T h o ms o n. I fi n d t h at b y D e c e m b er 2 0 1 5 Mr C ar el ess t h o u g ht t h at Mr T h o ms o n 
c o ul d n ot b e tr ust e d t o t ell t h e tr ut h.  

 
1 7 3 7.  As t o t h e r e q u ests i n f a ct m a d e b y Mr P artri d g e a n d Ms V e n n f or i nf or m ati o n, Mr 

C ar el ess c o ul d h a v e i nsi st e d t h at u ntil t h e i nf or m ati o n w as f ort h c o mi n g, S ur g e w o ul d 
c e as e t h e m ar k eti n g eff orts. H e di d n ot d o t h at. I fi n d t h at is b e c a us e h e  b eli e v e d t h at it 
w o ul d h a v e br o u g ht t h e r el ati o ns hi p t o a n e n d. Mr C ar el ess r e c o g nis e d t h at f urt h er 
i nf or m ati o n w as r e q uir e d i n or d er t o s ati sf y S ur g e a b o ut t h e l e n di n g o p er ati o ns of L C F; 
a n d i n d e e d , Ms V e n n  a n d  Mr P artri d g e as k e d f or t his i nf or m ati o n. W h at is stri ki n g is  t h at 
t h e y di d n ot r e c ei v e t h e i nf or m ati o n or p urs u e t h eir r e q u ests. I fi n d t h at t h at is b e c a us e 
Mr C ar el ess di d n ot w a nt his s us pi ci o ns c o nfir m e d. H e w a nt e d t o c arr y o n s elli n g t h e 
b o n ds.  

 
1 7 3 8.  T h e S ur g e D ef e n d a nts t h us d eli b er at el y r efr ai n e d i n D e c e m b er 2 0 1 5 fr o m p urs ui n g t h eir 

q u esti o ns a b o ut t h e l e n di n g o p er ati o ns b y L C F, or s e e ki n g t o s q u ar e w h at it w as a ct u all y 
d oi n g wit h t h e i m pr essi o n b ei n g gi v e n. I nst e a d, Mr C ar el ess s o u g ht t o b olst er t h e 
i m pr essi o n b ei n g gi v e n t o i n v est ors. F or i nst a n c e, Mr C ar el ess w as i n v ol v e d i n pl a ns t o 
cr e at e a l e n di n g p a g e o n L C F’s w e bsit e as a s al es t o ol t o gi v e a m or e c o n vi n ci n g 
i m pr essi o n t o pr os p e cti v e i n v est ors t h at L C F di d a ct u all y l e n d t o u n c o n n e ct e d 
c o m p a ni e s.  
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1 7 3 9.  F or t h es e v ari o us r e as o ns, I fi n d t h at Mr C ar el ess  h a d  a ct u al k n o wl e d g e , or alt er n ati v el y 
bli n d -e y e k n o wl e d g e , b y t h e e n d of D e c e m b er 2 0 1 5  t h at L C F, a n d t h er ef or e S ur g e w as 
d eli b er at el y mi sl e a di n g b o n d h ol d ers a b o ut t h e n at ur e of L C F’s l e n di n g b usi n ess.  

 
1 7 4 0.  Mr C ar el ess  l at er a c q uir e d f urt h er i nf or m ati o n w hi c h c o nfir m e d t h e u n d erst a n di n g h e h a d 

alr e a d y c o m e t o . I n M a y 2 0 1 6, h e r e c ei v e d t h e d et ail e d c ol o ur -c o d e d s pr e a ds h e et fr o m 
M r P artri d g e w hi c h i d e ntifi e d c o n n e cti o ns b et w e e n L C F a n d t h e c o m p a n y fr o m w hi c h it 
h a d o bt ai n e d s e c urit y. Mr C ar el ess  d eli b er at el y di d n ot i n v esti g at e t h es e c o n c er ns . 
I nst e a d, h e d e ci d e d t o c o nti n u e s elli n g L C F’s b o n ds.  

 
1 7 4 1.  Mr C ar el ess  als o k n e w t h at S ur g e ’s s al es t e a m c o nti n u e d t o s e e k a ns w ers t o q u esti o ns 

r e g ar di n g L C F’s b orr o w ers a n d t h at t h e y w er e c o m m o nl y as k e d b y b o n d h ol d ers a n d t h at 
Mr T h o ms o n  w as n ot pr e p ar e d t o pr o vi d e s u c h i nf or m ati o n t o S ur g e ’s s al es t e a m or t h e 
p u bli c .  

 
1 7 4 2.  O n 1 8  M a y 2 0 1 6  Mr T h o ms o n  pr o vi d e d a ns w ers t o q u esti o ns a b o ut L C F’s b orr o w ers  

(s e e [1 0 9 6 ] a b o v e). T his i n cl u d e d t h e st at e m e nt t h at t h er e w er e 1 2 0 b orr o w ers. Mr 
C ar el ess  k n e w t h at t h es e  w er e u ns ati sf a ct or y a n d c o ul d n ot b e b eli e v e d, b e c a us e t h e y 
w er e i n c o nsist e nt wit h pr e vi o us i nf or m ati o n pr o vi d e d b y Mr T h o ms o n . Mr P artri d g e 
c all e d t h e m “t h e us u al b s ”. Mr C ar el ess ’s r es p o n s e at t h e ti m e s h o ws t h at h e k n e w t h e 
a ns w ers  w er e i n a d e q u at e  (s e e [1 1 0 0 ] a b o v e ).  

 
1 7 4 3.  Mr C ar el ess  als o k n e w o n 1 8  M a y 2 0 1 6  t h at Mr T h o ms o n  h a d dr aft e d a n a ns w er w hi c h 

w as d esi g n e d t o gi v e a mi sl e a di n g i m pr essi o n a b o ut t h e n u m b er of L C F’s b orr o w ers  (s e e 
[1 1 0 2 ] a n d [ 1 1 0 7 ] a b o v e ). Mr C ar el ess  d e ci d e d t o c o nti n u e a g gr essi v el y s elli n g L C F’s 
b o n ds d es pit e k n o wi n g t h at t h e y g a v e pr os p e cti v e b o n d h ol d ers a f als e i m pr essi o n . A s 
e x pl ai n e d a b o v e, t h e r e a s o n f or Mr C ar el ess ’s d e cisi o n w as t h e d esir e t o m a k e m o n e y. 
Mr C ar el ess  w as c o nt e nt f or t hi s mi sl e a di n g i nf or m ati o n t o b e c o m m u ni c at e d t o t h e 
p u bli c t o s ell L C F b o n ds, b e c a us e 2 5 % of a n y i n v e st m e nts fr o m t h e p u bli c w o ul d b e p ai d 
t o S ur g e . I h a v e f o u n d t h at Mr C ar el ess  d eli b er at el y t o o k t h e d e cisi o n n ot t o a s k q u esti o ns 
a b o ut t h e a p p ar e nt dis cr e p a n ci es b et w e e n t h e r e alit y a n d t h e s al es pit c h (s e e [ 1 1 0 6 ] 
a b o v e ).  

 
1 7 4 4.  I h a v e als o r ej e ct e d Mr C ar el ess’s e vi d e n c e t h at h e t o o k st e ps t o c h a n g e w h at S ur g e t ol d 

m e m b er s of t h e p u bli c a b o ut t h e n u m b er of b orr o w ers ; i n f a ct, S ur g e c o nti n u e d t o s a y 
t h at t h er e w er e o v er o n e h u n dr e d  (s e e [4 0 9 ] a b o v e). 

 
1 7 4 5.  I h a v e als o e x pl ai n e d e arli er t h at I d o n ot c o nsi d er t h at it is a n a ns w er f or Mr C ar el ess  t o 

s a y t h at h e b eli e v e d t h at Mr H uis a m e n or L e wis Sil ki n w er e  r e vi e wi n g t h e st at e m e nts 
m a d e b y L C F a n d w er e a w ar e of t h e tr u e p ositi o n  (th o u g h his u n d erst a n di n g of t h eir r ol e 
is r el e v a nt t o d et er mi ni n g w h at h e b eli e v e d ). 

 
1 7 4 6.  I n c as e I a m wr o n g i n m y e arli er c o n cl usi o ns t h at Mr C ar el ess  h a d a ct u al or bli n d -e y e 

k n o wl e d g e b y D e c e m b er 2 0 1 5  t h at t h e r e pr es e nt ati o ns t h at t h er e w as wi d es pr e a d l e n di n g 
t o ar m’s l e n gt h b orr o w ers w as f als e , I fi n d t h at b y J ul y 2 0 1 7 at t h e l at est Mr C ar el ess 
a ct u all y k n e w t hi s : 

i. Mr C ar el ess  k n e w t h at L C F h a d n ot m a d e l o a ns t o 1 2 0 S M Es as r e pr es e nt e d t o t h e 
p u bli c a n d k n e w t h at L C F h a d l o a n e d t o a s m all n u m b er of c o m p a ni es li n k e d t o Mr 
G ol di n g .  
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ii. Mr C ar el ess  k n e w t h at Mr T h o ms o n ’s c o m m e nts o n p osts o n t h e M S E f or u m a b o ut 
L C F’s l e n di n g o p er ati o n pr o vi d e d n o a ns w er t o t h e c o n c er ns w hi c h w er e r e g ar d e d 
b y S ur g e  as cl e arl y a pr o bl e m  (s e e [1 2 9 0 ] a b o v e).  

iii. Mr C ar el ess a c c e pt e d i n his e vi d e n c e a b o ut t hi s M S E p ost t h at t h at t h er e w as n o 
L C F l e n di n g sit e; t h at L C F h a d n ot n a m e d a n y S M E b orr o w ers; t h at t h er e w as n o 
L C F l e n di n g t e a m; it w as j ust Mr T h o ms o n ; t h at t h er e w er e n o l e n di n g t e a m c o nt a ct 
d et ails; a n d t h at h e h a d s e e n n o e vi d e n c e of h o w b o n d h ol d er i nt er est w as b ei n g 
p ai d fr o m S M E l o a n i nt er est  (s e e [1 2 9 3 ] a n d [1 2 9 4 ] a b o v e). 

i v. Mr C ar el ess k n e w t h at t hi s w as a pr o bl e m f or t h eir b o n d s elli n g eff orts a n d t h at Mr 
T h o ms o n h a d n ot pr o d u c e d  a pr o p er e x pl a n ati o n.  

1 7 4 7.  Mr C ar el ess  als o k n e w ( as s h o w n i n e m ails i n A u g ust a n d S e pt e m b er 2 0 1 7) t h at Mr 
T h o ms o n  di d n ot w a nt a n y o n e t o s cr uti nis e his l o a n b o o k b e c a us e h e h a d s o m et hi n g t o 
hi d e: Mr C ar el ess  k n e w w h at Mr T h o ms o n  w as s e e ki n g t o hi d e  (s e e [1 3 1 6 ] a n d [1 3 1 7 ] 
a b o v e) . 
 

1 7 4 8.  B y S e pt e m b er 2 0 1 7 Mr C ar el ess  a g ai n u n d erst o o d t h at t h e n u m b er of L C F’s b orr o w ers 
or l o a ns w as s m all (s e e [1 3 1 4 ] a b o v e) a n d t h er ef or e k n e w t h at t h e st at e m e nts t h at h a d 
b e e n , a n d w er e b ei n g m a d e , t o t h e p u bli c w er e f al s e. 

 
1 7 4 9.  Mr C ar el ess  r eli e d i n hi s or al e vi d e n c e , a n d i n cl osi n g  s u b missi o ns,  o n t h e a u dit e d 

a c c o u nts. As t o t his:  

i. T h e P w C a u dit e d a c c o u nts  t o 3 0 A pril 2 0 1 6 s ai d n ot hi n g a b o ut t h e n u m b er of l o a ns. 
T h er e w as , i n a n y e v e nt, n ot hi n g i n t h e a u dit e d a c c o u nts t o s h o w t h at t h e a u dit ors 
h a d c o nsi d er e d t h e m ar k eti n g m at eri als or st at e m e nts m a d e t o i n v est o rs.  

ii. T h e a c c o u nts a u dit e d  b y  E Y i n F e br u ar y 2 0 1 8 di d n ot a d dr ess t h e m ar k eti n g 
m at eri als . Mr C ar el ess ’s r e a cti o n t o t h e a c c o u nts h as b e e n a d dr ess e d a b o v e (s e e 
[1 4 5 2 ] t o [1 4 5 5 ] a n d [ 1 4 7 0 ] a b o v e). H e  k n e w t h at t h e a c c o u nts r ais e d a n u m b er of 
pr o bl e ms a n d i n c o nsist e n ci es r e g ar di n g L C F’s l o a ns i n cl u di n g t h at L C F o nl y 
l o a n e d t o 1 1 b orr o w ers.  

1 7 5 0.  Mr C ar el ess  als o h a d a ct u al k n o wl e d g e t h at t h e r e pr es e nt ati o n w as f als e as a r es ult of a 
c o nf er e n c e c all o n 2 2  F e br u ar y 2 0 1 8  b et w e e n Mr T h o ms o n , Mr R uss ell -M ur p h y  a n d Ms 
V e n n . Mr T h o ms o n  st at e d t h at L C F o nl y h a d 7 b orr o w ers  (s e e [1 4 6 4 ] a b o v e).  
 

1 7 5 1.  As alr e a d y e x pl ai n e d, Mr C ar el ess  als o h a d a ct u al k n o wl e d g e t h at L C F w as a v e hi cl e f or 
l e n di n g t o Mr H u m e -K e n d all  a n d Mr G ol di n g . I n A u g ust 2 0 1 8 Mr R uss ell -M ur p h y  
e x pl ai n e d t o Mr C ar el es s  t h at L C F 2 “ n e e ds t o i ss u e a l o a n t o S H K/ S G pri or t o g oi n g 
li v e ”, i. e. l e n di n g t o Mr H u m e -K e n d all  a n d Mr G ol di n g  w as i n t h e n at ur e of L C F’s 
a cti viti es a n d w as b ei n g r e pli c at e d f or L C F 2  (s e e [1 4 1 6 ], [1 4 1 7 ], [1 4 1 8 ], [1 4 9 8 ], [1 4 9 9 ] 
a n d [ 1 5 0 2 ] a b o v e).  

 
1 7 5 2.  A c c or di n gl y , I fi n d t h at fr o m D e c e m b er 2 0 1 5  ( a n d c o nti n ui n g t h er e aft er), Mr C ar el ess 

h a d a ct u al or bli n d -e y e k n o wl e d g e t h at L C F w as mi sr epr es e nti n g it s b usi n ess m o d el t o 
p ot e nti al i n v est ors. It pr e s e nt e d it s elf  as  l e n di n g o n c o m m er ci all y c o m p etiti v e t er ms t o 
n u m er o us u n c o n n e ct e d S M E b orr o w ers p urs u a nt t o ar m’s l e n gt h tr a n s a cti o ns.  Mr 
C ar el ess k n e w t h at t hi s w as n ot tr u e: it w as i n f a ct l e n di n g t o a s m all gr o u p of cl os el y 
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ass o ci at e d b orr o w ers . I als o fi n d t h at e v e n if Mr C ar el ess di d k n o w t hi s b y D e c e m b er  
2 0 1 5, h e a ct u all y k n e w it b y J ul y 2 0 1 7 at t h e l at est .  

 
1 7 5 3.  I als o fi n d t h at Mr C ar el e ss k n e w t h at t he d e cisi o n t o c o n c e al t h e i d e ntit y a n d n u m b er of 

t h e b orr o w ers w as d eli b er at e.  H e k n e w t h at b o n d h ol d ers  w o ul d b e v er y u nli k el y t o i n v est 
if t h e y k n e w t h at t h e f u n d s w er e b ei n g p ai d o n t o a s m all ass o ci at e d gr o u p of c o m p a ni es , 
t h e ms el v es c o n n e ct e d wit h t h e p e o pl e r u n ni n g L C F. H e k n e w t h at t h er e w a s a d eli b er at e 
d e cisi o n t o pr o m ot e t h e b usi n ess as a l e n d er t o t h e br o a d S M E m ar k et  as t hi s w as f ar 
m or e li k el y t o a c hi e v e h e alt h y s al es of b o n ds .  

 
1 7 5 4.  A s alr e a d y n ot e d, Mr C ar el ess r e p e at e dl y s ai d i n hi s e vi d e n c e t h at S ur g e w as a m ar k eti n g 

c o m p a n y a n d t h at t h e s al es f or c e w er e r e a di n g fr o m a s cri pt, w hi c h h a d b e e n a p pr o v e d 
b y Mr T h o ms o n , Mr H uis a m e n  a n d L e wis Sil ki n . As alr e a d y e x pl ai n e d, t his d o es n ot 
j ustif y t h e c o nti n u e d m ar k eti n g of t h e b o n ds o n a f als e b asis. S ur g e w as L C F’s s al es 
c h a n n el a n d Mr C ar el ess  k n e w t h at S ur g e’s s al es t e a m w as gi vi n g p ot e nti al i n v est ors 
mi sl e a di n g i nf or m ati o n a b o ut t h e n u m b ers of b orr o w ers, a v er a g e l o a n si z e, 
di v ersifi c ati o n of t h e l o a n b o o k a n d t h e c h ar a ct eri sti cs of t h e b orr o w ers.  

 
1 7 5 5.  T h e n e xt r el e v a nt s et of r e pr es e nt ati o ns  w as (t o p ar a p hr as e) t h at L C F h a d c arri e d o ut 

pr o p er d u e dili g e n c e o n l e n d ers.  
 

1 7 5 6.  I n O ct o b er  2 0 1 5 Mr C ar el ess  b e c a m e c o n c er n e d t h at L C F di d n ot h a v e a l e n di n g p a g e, 
w hi c h w o ul d m e a n t h at L C F di d n ot e n g a g e i n t h e l e n di n g a cti vit y d es cri b e d i n it s I Ms 
a n d ot h er m at eri als. Mr C ar el ess  w as i n v ol v e d i n eff orts t o cr e at e a l e n di n g p a g e, 
d esi g n e d t o pr o m ot e L C F’s b o n ds t o pr os p e cti v e b o n d h ol d ers.  

 
1 7 5 7.  Mr C ar el ess  als o k n e w t h at L C F w as i n f a ct l e n di n g t o a s m all gr o u p of ass o ci at e d 

b orr o w ers, t h e ms el v es c o n n e ct e d wit h t h e p e o pl e r u n ni n g or c o ntr olli n g L C F. As n ot e d 
a b o v e, Mr C ar el ess  k n e w t h at t h e y w er e “f u n di n g t h eir o w n o p er ati o ns ”.  

 
1 7 5 8.  I fi n d t h at t h e S ur g e D ef e n d a nts t h o u g ht t hr o u g h o ut t h eir i n v ol v e m e nt t h at it w o ul d h a v e 

b e e n i n t h e i nt er ests of L C F t o h a v e a l e n di n g p a g e a n d t o b e a bl e t o gi v e s o m e d et ails of 
b orr o w ers. S ur g e as k e d f or t his i nf or m ati o n s o t h at it c o ul d pr es e nt it t o b o n d h ol d ers.  

 
1 7 5 9.  I n t h e li g ht of t h es e f a cts, I fi n d t h at Mr C ar el ess  h a d a t ar g et e d s us pi ci o n b y t h e e n d of 

D e c e m b er 2 0 1 5 at t h e l at est ( a n d c o nti n ui n g t h er e aft er), t h at L C F di d n ot i n f a ct c o n d u ct 
it s l e n di n g a cti vit y i n t h e m a n n er r e pr es e nt e d t o m e m b ers of t h e p u bli c, i n t h e s e ns e of 
a p pl yi n g stri ct l e n di n g crit eri a or u n d ert a ki n g d u e dili g e n c e a b o ut t h e b orr o w ers . T his 
c o n c er n e n d ur e d t hr o u g h o ut 2 0 1 6, 2 0 1 7 , a n d 2 0 1 8, a n d w as n e v er pr o p erl y a d dr ess e d  b y 
L C F . Mr T h o ms o n m a d e a s eri es of w h oll y u n c o n vi n ci n g e x c us es , w hi c h S ur g e di d n ot 
b eli e v e. I c o n cl u d e t h at Mr C ar el ess  h a d bli n d -e y e k n o wl e d g e t h at t h is r e pr es e nt ati o n 
w as f a ls e a n d mi sl e a di n g b y t h e e n d of D e c e m b er 2 0 1 5 . A g ai n,  I d o n ot c o n si d er t h at t h e 
r ol e of Mr H uis a m e n ( or L e wis Sil ki n) or t h e f a ct t h at S ur g e w as usi n g a s cri pt e x pl ai ns 
or j ustifi es S ur g e’s c o nti n u e d s elli n g of t h e b o n ds o n a b asis  w hi c h Mr C ar el ess i n f a ct 
k n e w t o b e f als e .  

 
1 7 6 0.  T h e n e xt r el e v a nt r e pr es e nt ati o n c o n c er ns L C F’s l o a n a gr e e m e nts. T h e Cl ai m a nts’ o nl y 

s u g g est e d b asis f or all e gi n g t h at Mr C ar el ess k n e w t h at t hi s w as u ntr u e is t h at t h er e w as 
n o writt e n l o a n a gr e e m e nt b et w e e n L C F a n d S ur g e. I r ej e ct t hi s all e g ati o n. T h er e is n o 
e vi d e n c e t o est a blis h t h at Mr C ar el ess k n e w t his.  



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 6 6  
 

 
1 7 6 1.  T h e n e xt r el e v a nt r e pr es e nt ati o n is t h at t h er e w as a n i n d e p e n d e nt s e c urit y tr ust e e.  S ur g e 

k n e w t h at t his r e pr es e nt ati o n w as b ei n g m a d e.  
 

1 7 6 2.  Ms V e n n  e x pl ai n e d t o Mr C ar el ess  o n 3 D e c e m b er 2 0 1 5  t h at G S T di d n ot h a v e a n o nli n e 
pr es e n c e a n d t h at it a p p e ar e d t o b e a n e w c o m p a n y. O n  3  M a y 2 0 1 6  Mr C ar el ess s ai d h e 
w o ul d s p e a k t o Mr T h o m s o n  a b o ut s etti n g u p a n o nli n e tr ail of pr o v e n a n c e f or G S T . Mr 
C ar el ess  m ust h a v e s us p e ct e d b y t hi s st a g e t h at G S T w as n ot i n d e p e n d e nt , as ot h er wis e , 
h e w o ul d n ot h a v e b e e n c o m m u ni c ati n g wit h Mr T h o ms o n  a b o ut s etti n g u p a n o nli n e 
pr es e n c e o n b e h alf of G S T.  

 
1 7 6 3.  I n a n y e v e nt, o n  9  M a y 2 0 1 6 , M r P artri d g e i d e ntifi e d a n u m b er of s p e cifi c c o n n e cti o ns 

b et w e e n G S T a n d i n di vi d u als li n k e d t o L C F, b as e d o n i nf or m ati o n t a k e n fr o m 
C o m p a ni es H o us e. H e c o n cl u d e d, “t h er e ar e a n u m b er of c o n n e cti o ns b et w e e n L C F a n d 
G S T ” a n d i n di c at e d t h at t h e y w er e si g nifi c a n t ( “ wit h o ut c asti n g as p ersi o ns or 
c o m m e nti n g o n t h eir m a g nit u d e ”). Mr P artri d g e r ef err e d e x pr essl y t o t h e r e pr es e nt ati o n 
a b o ut t h e i n d e p e n d e n c e of G S T. T h e s a m e d a y, M r P artri d g e pr o vi d e d d et ail e d 
i nf or m ati o n c o nt ai n e d i n a col o ur -c o d e d s pr e a ds h e et t o Mr C ar el ess , w hi c h s u bst a nti at e d 
t h es e c o n n e cti o ns. T h e c o n n e cti o ns s h o w e d t h at G S T w as Mr S e d g wi c k ’s c o m p a n y a n d 
t h at h e w as ass o ci at e d wit h t h e L o n d o n Gr o u p c o m p a ni es. H e n c e , b y M a y 2 0 1 6 Mr 
C ar el ess  a ct u all y k n e w t h at G S T w as n ot i n d e p e n d e nt of t h e b orr o w ers .  

 
1 7 6 4.  Mr C ar el ess a c c e pt e d i n his e vi d e n c e t h at h e u n d erst o o d t h at Mr P artri d g e w as s a yi n g 

t h at t h e p art y, w hi c h w as s u p p os e d t o b e t h er e t o e nf or c e t h e s e c urit y , w as i n f a ct 
c o n n e ct e d wit h t h e b orr o w ers i n s o m e w a y.  Mr C ar el ess als o k n e w t h at his o w n st aff 
w er e e m p h asisi n g t h e i n d e p e n d e n c e of G S T i n t h eir c o m m u ni c ati o ns wit h p ot e nti al 
i n v est ors.  

 
1 7 6 5.  Mr C ar el ess di d n ot hi n g a b o ut t hi s. H e all o w e d his st aff t o c o nti n u e t o r e pr es e nt t o 

i n v est ors t h at G S T w as i n d e p e n d e nt. H e w as f o c us e d o n c o nti n ui n g t o m a xi mi s e 
r e v e n u es. Mr C ar el ess al s o k n e w t h at G S T w o ul d st a y i n pl a c e f or t h e l o n g t er m (s e e 
[1 0 7 4 ] a b o v e). 

 
1 7 6 6.  T h e iss u es i n r es p e ct of G S T r e m ai n e d u nr es ol v e d.  T o Mr C ar el ess ’s k n o wl e d g e, L C F 

c o nti n u e d t o d es cri b e G S T as a n i n d e p e n d e nt tr ust e e.  
 

1 7 6 7.  I n s h ort, Mr C ar el ess k n e w t h at G S T w as c o n n e ct e d wit h t h e b orr o w ers a g ai nst w hi c h it 
mi g ht h a v e t o e nf or c e t h e s e c urit y. Mr C ar el ess k n e w t h at t hi s m e a nt t h at t h e st at e m e nt 
t h at G S T w as i n d e p e n d e nt w as mi sl e a di n g . H e al s o k n e w t h at his st aff w er e c o nti n ui n g 
t o e m p h asis e t h e i n d e p e n d e n c e of G S T. Mr C ar el e ss all o w e d t hi s t o c o nti n u e. T h e S ur g e 
D ef e n d a nts w er e l o o ki n g at G S T fr o m t h e m ar k eti n g a n gl e. T h e y u n d erst o o d t h at gi vi n g 
t h e i m pr essi o n t h at t h er e w as a n i n d e p e n d e nt s e c urit y tr ust e e w o ul d r e ass ur e i n v est ors. 
T h e y d o n ot a p p e ar t o h a v e b e e n c o n c er n e d a b o ut t h e f a ct t h at it w as n ot a ct u all y 
i n d e p e n d e nt. 

 
1 7 6 8.  I r e p e at t h e p oi nt m a d e e arli er t h at it w as n o e x c us e or j ustifi c ati o n t h at Mr H uis a m e n ( or 

L e wis Sil ki n) h a d r e vi e w e d t h e m ar k eti n g d o c u m e nts or t h at S ur g e’s st aff w er e r e a di n g 
fr o m a s cri pt. Mr C ar el es s i n f a ct k n e w t h at t h e r el e v a nt st at e m e nt w as f als e.  
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1 7 6 9.  Mr C ar el ess di d n ot as k q u esti o ns t o s e e k t o est a blis h h o w t h e r e pr es e nt ati o n s a b o ut G S T 
c o ul d b e m a d e. I nst e a d , his c o n c er ns w er e t o e ns ur e t h at t h e a bs e n c e of a n o nli n e pr es e n c e 
f or G S T di d n ot aff e ct b o n d s al es. I fi n d t h at h e a ct u all y k n e w fr o m t h e e n d of M a y 2 0 1 6 
at t h e l at est t h at L C F w as s elli n g b o n ds b y m a ki n g f als e r e pr es e nt ati o ns a b o ut G S T.  

 
1 7 7 0.  T h e n e xt s et of mis r e pr es e nt ati o ns  w er e t h os e a b o ut L C F’s b usi n ess m o d e l. I h a v e f o u n d 

t h at L C F r e pr es e nt e d t h at it w as a g e n ui n e , l e giti m at e, b usi n ess w hi c h g e n er at e d i n c o m e 
a n d pr ofit fr o m l e n di n g a cti vit y, b as e d o n l e n di n g t o S M Es , a n d t h at t h e s u ms  i n v est e d 
w er e c a p a bl e of g e n er ati n g t h e n e c ess ar y r et ur ns; a n d t h at t h e o nl y c h ar g es t o b orr o w er s 
w er e t h e o n e -off 2 % f e e a n d i nt er est o n t h e l o a n, w hi c h w o ul d b e 1 2 -2 0 %.  

 
1 7 7 1.  T h e first p oi nt r eli e d o n b y t h e Cl ai m a nts i n r el ati o n t o t his all e g ati o n c o n c er ns t h e r at es 

of i nt er est.  
 

1 7 7 2.  As t o t hi s, Mr C ar el ess  k n e w t h at L C F h a d pr o mi s e d t o p a y b o n d h ol d er s hi g h i nt er est 
r at es of a p pr o xi m at el y 8 %. T h e Cl ai m a nts r el y o n t h e f oll o wi n g: b y S e pt e m b er 2 0 1 5 , Mr 
C ar el ess  k n e w t h at t h e hi g h i nt er est r at e w as a n o utli er i n t h e m ar k et a n d n ot cr e di bl e ; i n 
N o v e m b er  2 0 1 5 , Ms V e n n h a d r e p e at e d t h e c o n c er n t h at L C F’s i nt er est r at es w er e a n 
o utli er; a n d b y D e c e m b er 2 0 1 5, t h e c o n c er n w as e x pr ess e d b y pr os p e cti v e b o n d h ol d ers 
t h at t h e r at es of i nt er est w er e “t o o g o o d t o b e tr u e ”, w hi c h h a d b e e n s h ar e d wit h ot h ers 
at S ur g e . T h e l att er c o n c er n w as r e p e at e d b y pr os p e cti v e b o n d h ol d ers t h er e aft er. T h e 
Cl ai m a nts s a y t h at Mr C ar el ess  t h er ef or e h el d a t ar g et e d s us pi ci o n a b o ut L C F’s a bilit y 
t o g e n er at e i n c o m e t o p a y i nt er est r at es of ar o u n d 8 %. I d o n ot a c c e pt t hi s all e g ati o n t o 
t h e e xt e nt t hat it is b as e d o nl y o n t h e h e a dli n e r at e of i nt er est . I fi n d t h at t h e S ur g e 
D ef e n d a nts i n d e e d h a d s o m e c o n c er ns as t o w h et h er L C F c o ul d p a y t h e ir i nt er est 
o bli g ati o ns, b ut t h e y di d n ot t hi n k m u c h a b o ut t his o n its o w n. I fi n d t h at t hi s di d n ot 
a m o u nt t o a s uffi ci e ntl y t ar g et e d s us pi ci o n t o c o nstit ut e a gr o u n d f or k n o wl e d g e.  

 
1 7 7 3.  T h e Cl ai m a nts c o nt e n d e d n e xt t h at Mr C ar el ess  h a d a ct u al k n o wl e d g e t h at L C F’s st at e d 

b usi n ess m o d el w as i n c o h er e nt, s u c h t h at t h er e w a s n o pl a usi bl e e x pl a n ati o n of h o w L C F 
c o ul d p a y hi g h i nt er est r at es t o b o n d h ol d ers t hr o u g h it s i n c o m e, b e c a us e i n J ul y 2 0 1 7 , it 
w as e x pl ai n e d e x pr essl y i n t h es e t er ms o n t h e M S E f or u m i n a p ost w hi c h S ur g e ’s s al es 
t e a m t h o u g ht w as “ cl e arl y a pr o bl e m ”. Mr C ar el ess  r e c o g nis e d t h at t hi s w as a v ali d 
c o n c er n a n d k n e w t h at Mr T h o ms o n  h a d n ot b e e n a bl e t o a ns w er it . T h e S ur g e D ef e n d a nts 
di d n ot a ns w er t h es e c o n c er ns. Mr C ar el ess  als o k n e w t h at Mr T h o ms o n ’s c o m m e nts 
pr o vi d e d n o a ns w er t o t h es e c o n c er ns w hi c h w er e r e g ar d e d b y S ur g e  as “ cl e arl y a 
pr o bl e m ” ( a n d as Mr R u ss ell -M ur p h y  n e atl y p ut it, “ H e h as n’t r es p o n d e d p arti c ul arl y 
w ell ”). I fi n d a g ai n t h at t h e p arts of t h e M S E p ost of J ul y 2 0 1 7 a b o ut i nt er est c a us e d t h e 
S ur g e D ef e n d a nts r e al u n e as e a b o ut t h e a bilit y of L C F t o g e n er at e t h e r at es of i nt er est 
b ei n g p ai d t o b o n d h ol d ers. H o w e v er , a g ai n I d o n ot c o nsi d er t h at t h e y h a d a s uffi ci e ntl y 
t ar g et e d s us pi ci o n a b o ut t hi s, b as e d si m pl y o n t h e hi g h r at es of i nt er est b ei n g p ai d, t o 
a m o u nt t o bli n d -e y e k n o wl e d g e.  

 
1 7 7 4.  I r e a c h t h e s a m e c o n cl usi o n a b o ut t h e c o m m e nt s Mr P artri d g e m a d e a b o ut t h e dr aft 

a c c o u nts i n J u n e 2 0 1 7.  A g ai n , I c o n cl u d e t h at t h e S ur g e D ef e n d a nts h a d a r e al s e ns e of 
u n e as e b ut n ot a t ar g et e d s us pi ci o n a b o ut t h e l e v el s of i nt er est p ai d b y L C F.  

 
1 7 7 5.  T h e Cl ai m a nts n e xt c o nt e n d e d t h at Mr C ar el ess k n e w t h at t h e 2 5 % c o m missi o n m e a nt 

t h at t h e b usi n ess m o d el as r e pr es e nt e d w as u ns ust ai n a bl e a n d t h at t h at pr es e nt ati o n w as 
t h er ef or e mi sl e a di n g.  
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1 7 7 6.  Mr C ar el ess d es cri b e d t h e c o m missi o n as “ h u g e ” a n d “i ns a n e ”  at t h e o uts et. I n his e m ail 

of 2 4  J ul y 2 0 1 5  Mr P artri d g e q u esti o n e d h o w t h e b usi n ess w as s ust ai n a bl e si n c e t h e f u n d 
(i. e. t h e a v ail a bl e r es o ur c es) w o ul d  n e e d t o gr o w e n or m o usl y t o p a y t h e 2 5 % a n d t h e 
i nt er est o bli g ati o ns t o b o n d h ol d ers. T h e c o n c er ns i n t h at e m ail w er e n e v er a d dr ess e d. Mr 
C ar el ess di d n ot as k Mr T h o ms o n t o e x pl ai n h o w L C F c o ul d m a k e e n o u g h m o n e y fr o m 
it s b orr o w ers t o p a y ( a) t h e 2 5 % c o m missi o n, a n d ( b) t h e i nt er est a n d pri n ci p al p a y a bl e 
t o b o n d h ol d ers. I n m y j u d g m e nt t h e e m ail r ais e d a s eri o us c o n c er n a b o ut t h e 
s ust ai n a bilit y of t h e b usi n ess m o d el. Mr P artri d g e i n d e e d arti c ul at e d t hi s c o n c er n. It w as 
t ar g et e d a n d w ell-gr o u n d e d.   

 
1 7 7 7.  I h a v e f o u n d (s e e [8 4 9 ] t o [8 5 2 ] a b o v e ) t h at: 

i. T h e S ur g e c o m missi o n w as d eli b er at el y n ot dis cl os e d t o i n v est ors. It w o ul d h a v e 
p ut t h e m off. Mr T h o ms o n a n d Mr C ar el ess b ot h k n e w t h at it w o ul d b e m at eri al t o 
a n y i n v est m e nt d e cisi o n. H e a c c e pt e d t hi s i n e vi d e n c e b ut s ai d t h at S ur g e w as 
m er el y t h e m ar k eti n g fir m a n d t h at it w as n ot it s d e cisi o n w h at t o i n cl u d e i n 
m ar k eti n g m at eri als. Ms V e n n a c c e pt e d t h at if t h e 2 5 % c o m missi o n h a d b e e n 
dis cl os e d , it w o ul d h a v e l e d t o a n e xtr e m el y l o w c o n v ersi o n r at e. S h e s ai d t h at it 
w o ul d h a v e b e e n off -p utti n g.  

ii. T h e 2 5 % f u n d -r aisi n g f e e w as n ot a m ar k et or g oi n g r at e f or mi ni-b o n ds.  

iii. T h e r e as o n w h y i n v est ors w o ul d h a v e f o u n d t h e 2 5 % off -p utti n g is t h at t h e y w o ul d 
n ot h a v e b e e n s ati sfi e d a b o ut t h e s ust ai n a bilit y of L C F’s b usi n ess m o d el, w hi c h 
w as ess e nti all y d es cri b e d as m a ki n g a t ur n o n l e n di n g o ut f u n ds t o b orr o w er s.  

i v. Mr C ar el ess, w h o h a d a f ar b ett er u n d erst a n di n g of L C F’s b usi n ess t h a n m e m b ers 
of t h e p u bli c, h a d r e al c o n c er ns a b o ut t h e s ust ai n a bilit y of t h e b usi n ess m o d el i n 
li g ht of t h e 2 5 % f e e. H e w as g e n er all y s c e pti c al a b o ut t h e mi ni-b o n d i n d ustr y a n d 
y et h er e w as a b usi n ess off eri n g “ h u g e ”  or “ i ns a n e”  c o m missi o ns. H e di d n ot , 
h o w e v er , as k q u esti o ns a b o ut it b e c a us e h e w as a n xi o us t o m a k e as m u c h m o n e y 
as p ossi bl e ; a n d di d n ot w a nt t o h a v e his s us pi ci o ns c o nfir m e d. H e als o p ers u a d e d 
hi m s elf t h at h e w o ul d b e a bl e t o  j ustif y S ur g e’s a cti o ns b y s a yi n g t h at it w as si m pl y 
t h e m ar k eti n g a g e nt a n d w as n ot m a ki n g t h e d e cisi o ns a b o ut t h e b usi n ess or h o w it 
w as s ol d.  

1 7 7 8.  Mr C ar el ess of c o urs e k n e w t h at b o n d h ol d ers w er e e x pr essl y i nf or m e d t h at a b o ut t h e 
i nt er est p a y a bl e b y b orr o w ers a n d t h e 2 % arr a n g e m e nt f e e; b ut t h at t h e y w er e n ot 
i nf or m e d a b o ut t h e 2 5 % f e e. H e als o b eli e v e d t h at dis cl osi n g t h e 2 5 % f e e w o ul d h a v e 
u n d er mi n e d b o n d s al es a s it w o ul d h a v e c a us e d b o n d h ol d ers t o d o u bt t h e s ust ai n a bilit y 
of t h e b usi n ess m o d el. I n ot h er w or ds,  h e k n e w t h at t h e n o n -dis cl os ur e of t h e 2 5 % w as 
m at eri al t o t h e d e cisi o n of b o n d h ol d ers.  
 

1 7 7 9.  I c o n cl u d e t h at fr o m J ul y 2 0 1 5 o n w ar ds , Mr C ar el ess h a d a t ar g et e d c o n c er n a b o ut t h e 
s ust ai n a bilit y of t h e b usi n ess m o d el as it w as r e pr es e nt e d t o b o n d h ol d ers. H e d eli b er at el y 
r efr ai n e d fr o m as ki n g q u esti o ns a b o ut it b e c a us e h e di d n ot w a nt t o st y mi e t h e b usi n ess 
r el ati o ns hi p a n d j e o p ar dis e t h e v er y l ar g e pr ofit s h e st o o d t o m a k e.  T h e c o m missi o n w as  
h u g e  i n his vi e w; h e t h o u g ht t h e b usi n ess m o d el w as pr o b a bl y n ot s ust ai n a bl e . H e 
d eli b er at el y d e ci d e d n ot t o as k q u esti o ns t o s e e k t o u n d erst a n d h o w L C F c o ul d aff or d t o 
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p a y t h e 2 5 % c o m missi o n a n d als o p a y i nt er est a n d pri n ci p al r e d e m pti o ns t o b o n d h ol d ers. 
T h at w as b e c a us e h e di d n ot w a nt t o h a v e his s us pi ci o ns c o nfir m e d.  

 
1 7 8 0.  I h a v e als o f o u n d t h at L C F als o r e pr es e nt e d t o b o n d h ol d ers t h at it w a s a g e n ui n e , 

l e giti m at e, b usi n ess  a n d w as a s af e i n v est m e nt . T h e Cl ai m a nts all e g e t h at Mr C ar el ess  
h a d a ct u al k n o wl e d g e or at l e ast a t ar g et e d s us pi ci o n t h at t hi s w as n ot tr u e. P art of t hi s 
this all e g ati o n is c o n v e ni e ntl y a d dr ess e d b y r ef er e n c e t o t h e all e g ati o ns t h at t h er e w as 
F C O B b y r e as o n of t h e o p er ati o n  of a  P o n zi s c h e m e a n d t h e mi s a p pr o pri ati o n of ass ets : 
s e e [ 1 7 9 6 ] t o [1 8 1 5 ] a b o v e a n d [1 8 1 6 ] t o [1 8 2 5 ] b el o w , r es p e cti v el y. F or t h e r e as o ns 
gi v e n t h er e, I h a v e c o n cl u d e d t h at t h os e all e g ati o n s ar e est a bli s h e d. Mr C ar el ess k n e w or 
h a d a t ar g et e d s us pi ci o n t h at L C F w as n ot a l e giti m at e, s ust ai n a bl e b usi n es s. I fi n d t h at 
h e t o o k a d eli b er at e d e cisi o n n ot t o as k f urt h er q u esti o ns b e c a us e h e di d n ot w a nt t o 
c o nfir m w h at h e alr e a d y s us p e ct e d i n t h es e r es p e cts.  I fi n d t h at h e h a d bli n d-e y e 
k n o wl e d g e t h at L C F w a s o p er ati n g as a P o n zi s c h e m e b y D e c e m b er 2 0 1 5  ( or J a n u ar y 
2 0 1 6) at t h e l at est ; a n d a ct u al k n o wl e d g e of mi s a p pr o pri ati o n s b y J u n e 2 0 1 6 at t h e l at est . 

 
1 7 8 1.  T h e Cl ai m a nts als o all e g e d t h at Mr C ar el ess h a d ot h er c o n c er ns a b o ut L C F w hi c h 

r e n d er e d t hi s r e pr es e nt ati on t h at t h e i n v est m e nt w as a s e c ur e o n e  f als e t o his k n o wl e d g e. 
T h e y r eli e d first o n c o n c er ns t h a t L C F w o ul d c e a s e o p er ati n g f or r e g ul at or y r e as o ns or 
t hr o u g h fi n a n ci al c oll a ps e.  M or e s p e cifi c all y, t h e Cl ai m a nts r eli e d o n c o n c er ns i n J a n u ar y 
2 0 1 6 t h at t h e F C A c o nsi d er e d t h at L C F’s  mi ni -b o n ds  w er e b ei n g mi s -s ol d. I a m n ot 
s ati sfi e d t h at Mr C ar el ess t h o u g ht t h at t hi s w as li k el y t o l e a d t o L C F’s d e mis e.  

 
1 7 8 2.  T h e Cl ai m a nts r eli e d n e xt o n t h e e m ail of 2 8  S e pt e m b er 2 0 1 6 , w h er e Ms V e n n  s ai d t o 

Mr C ar el ess  t h at t h e y n e e d e d t o m a k e s ur e t h at t h e y w er e n ot u n d ul y e x p os e d if L C F 
w er e i n v esti g at e d or w e nt b ust . I a m n ot s ati sfi e d t h at t hi s est a blis h es  a s uffi ci e ntl y fir m 
b eli ef t h at L C F w as i m mi n e ntl y g oi n g t o b e s h ut d o w n  t o gr o u n d k n o wl e d g e. I fi n d t h at 
Mr C ar el ess s a w t hi s as a r e ali sti c pr os p e ct , b ut I a m n ot s ati sfi e d t h at h e t h er ef or e k n e w 
t h at t h e r e pr es e nt ati o ns b ei n g m a d e b y L C F w er e fr a u d ul e nt.  

 
1 7 8 3.  T h e Cl ai m a nts als o all e g e d t h at b y e arl y D e c e m b er 2 0 1 7, Mr C ar el ess  k n e w t h at t h e I S A 

b o n ds w o ul d n ot b e l e giti m at e or c o m pli a nt i n v est m e nts, as a r es ult of Ms  V e n n’s 
e x pl a n ati o n of t h e p ositi o n w hi c h w as s u p p ort e d b y t hr e e s ets of l a w y ers.  I h a v e m a d e 
d et ail e d fi n di n gs a b o ut t his e pis o d e i n [ 1 3 7 3 ] t o [1 4 0 4 ] a b o v e. As e x pl ai n e d t h er e Mr 
C ar el ess , S ur g e , Mr R uss ell -M ur p h y  a n d M s  V e n n all o w e d S ur g e  t o c o nti n u e t o s ell t h e 
L C F I S A b o n d k n o wi n g t h at t h er e w as ( at l e ast) a s eri o us ris k t h at it di d n ot q u alif y f or 
t a x-fr e e st at us. T h e y a ct u all y t h o u g ht t h at it di d n ot. T h e y als o k n e w t h at t h e p ot e nti al 
c o ns e q u e n c es w er e s eri o us as it w o ul d m e a n t h at L C F w as g uilt y of s eri o us mi s -s elli n g , 
a n d t h at  b o n d h ol d ers w o ul d b e li a bl e f or t a x t h e y h a d ass u m e d t h e y w o ul d n ot h a v e t o 
p a y. I fi n d as a f a ct t h at Mr C ar el ess h a d a t ar g et e d s us pi ci o n t h at L C F w as mi sl e a di n g 
b o n d h ol d ers b y s elli n g t h e I S A b o n ds o n t h e b asis t h at i n v est ors w o ul d b e n efit fr o m I S A 
pr ot e cti o n. T h e S ur g e D ef e n d a nts r e c ei v e d a d vi c e t h at t h e y s h o ul d r e q uir e a n o pi ni o n 
fr o m L C F’s l a w y ers s p e cifi c all y a d dr essi n g t h e p oi nt a b o ut tr a nsf er a bilit y a n d t h e y di d 
n ot p urs u e t hi s. H e n c e,  t h e y d eli b er at el y r efr ai n e d fr o m m a ki n g i n q uiri es. T h e y di d t hi s 
b e c a us e t h e y di d n ot w a nt t h e tr ut h t o b e c o nfir m e d. S ur g e a n d Mr C ar el ess st o o d t o 
r e c ei v e l ar g e c o m m er ci al r e w ar ds fr o m s elli n g t h e I S A b o n ds a n d t h e y t h o u g ht t h at 
r es p o nsi bilit y w o ul d r est wit h L C F if t hi n gs w e nt wr o n g. T h e y als o t h o u g ht t h e y h a d 
e n o u g h e vi d e n c e of c h all e n gi n g L C F t o a v oi d r es p o nsi bilit y t h e ms el v es.  I a m s ati sfi e d 
t h at Mr C ar el ess k n e w t h at r e pr es e nt ati o ns w er e m a d e t o b o n d h ol d ers t o t h e eff e ct t h at 
t h e I S A b o n ds w ere a g e n ui n e I S A i n v est m e nt .  
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1 7 8 4.  H o w e v er,  I a m n ot s ati sfi e d t h at t h e Cl ai m a nts h a v e pl e a d e d a n y r e pr es e nt ati o ns a b o ut 

t h e I S A tr e at m e nt of t h e b o n ds, s o I d o n ot c o nsi d er t h at t hi s is a s e p ar at e b asis o n w hi c h 
t h e Cl ai m a nts ar e p er mitt e d t o cl ai m a g ai nst t h e S ur g e D ef e n d a nts. T h e Cl ai m a nts h a v e 
pl e a d e d i n t h e R R R A P O C t h at t h e S ur g e D ef e n d a nts di d n ot tr ust Mr T h o ms o n  or L C F 
b e c a us e of t h e i nf or m ati o n f ur nis h e d t o S ur g e b y Mr T h o ms o n  a b o ut t h e t a x tr e at m e nt of 
t h e I S As, b ut t h at is n ot a c as e t h at L C F w as c o n d u cti n g fr a u d ul e nt tr a di n g b y ma ki n g 
f als e r e pr es e nt ati o ns. 

 
1 7 8 5.  L C F als o r e pr es e nt e d t h at it h a d v ali d a n d a d e q u at e s e c urit y. T h e Cl ai m a nts c o nt e n d e d 

i n cl osi n g t h at Mr C ar el ess k n e w t h at L C F w as mi s pr es e nti n g t h e v al u e a n d n at ur e of its 
s e c urit y t o b o n d h ol d ers .  

 
1 7 8 6.  T h e  Cl ai m a nts  r eli e d i n cl osi n g o n a s eri es of e v e nts w h er e t h e s e c urit y h el d b y L C F w as 

q u esti o n e d b y S ur g e. T h es e st art wit h Mr P artri d g e’s e m ail of 1 0  D e c e m b er 2 0 1 5 , t o t h e 
eff e ct t h at t h er e mi g ht b e n o ass ets t o b a c k t h e li a biliti es. It a p p e ars t o m e t h at t h at 
pr o b a bl y c a us e d a r e al s e ns e of u n e as e b ut di d n ot it s elf c a us e Mr C ar el e ss t o h a v e a 
s uffi ci e ntl y t ar g et e d s us pi ci o n t h at t h er e w as n o s e c urit y t o gr o u n d k n o wl e d g e.  

 
1 7 8 7.  T h e Cl ai m a nts r el i e d n e xt o n t h e e v e nts of J a n u ar y 2 0 1 6, w h e n v ari o us off er s w er e m a d e 

a b o ut s e c urit y , b ut w h at w as b ei n g off er e d c h a n g e d r e p e at e dl y a n d h a d a n i n c o n cl usi v e 
o ut c o m e. A g ai n , I c o n cl u d e t h at t h e S ur g e D ef e n d a nts h a d a s e ns e of u n e as e a n d di d n ot 
k n o w t h e p ositi o n b ut di d n ot h a v e a s uffi ci e ntl y t ar g et e d s us pi ci o n t h at t h er e was  n o 
s e c urit y or t h at it l a c k e d t h e v al u es b ei n g di s c uss e d.  

 
1 7 8 8.  S ur g e di d s e e k i nf or m ati o n a b o ut t h e s e c urit y, i n cl u di n g v al u ati o ns. T h e i nf or m ati o n 

w hi c h w as fi n all y pr o vi d e d o n 1 2 A pril 2 0 1 6 c o n sist e d of o n e f a cilit y a gr e e m e nt wit h 
L & T D, a n d a c or p or at e g u ar a nt e e fr o m L o n d o n Gr o u p Pl c. Mr P artri d g e als o r ais e d 
f urt h er q u esti o ns a b o ut t h e a d e q u a c y of t h e s e c urit y i n M a y 2 0 1 6 , w h e n h e pr o d u c e d t h e 
c ol o ur -c o d e d s pr e a ds h e et. A g ai n , I c o n cl u d e t h at t h e S ur g e D ef e n d a nts w er e u n e as y 
a b o ut t h e s e c urit y p ositi o n b ut di d n ot t hi n k o r s eri o usl y s us p e ct t h at L C F w as l yi n g a b o ut 
its e xist e n c e or v al u e .  

 
1 7 8 9.  I n O ct o b er  2 0 1 6 L C F p u bli s h e d t h e a c c o u nts t o 3 0 A pril 2 0 1 6, a u dit e d b y P w C . T h es e 

s h o w e d s e c urit y of £ 6 0. 7  milli o n . I h a v e f o u n d t h at t h o u g h Mr C ar el ess di d n ot r e a d 
t h e m, h e w as pr o b a bl y t ol d a b o ut t h e £ 6 0 milli o n  fi g ur e b y ot h ers wit hi n S ur g e’s t e a m. I 
h a v e f o u n d t h at h e t o o k s o m e c o mf ort fr o m t h e s e c urit y fi g ur e. It s e e ms t o m e t h at Mr 
C ar el ess c o ul d pr o p erl y s u p p os e t h at P w C h a d c o n d u ct e d a d e q u at e a u dit w or k i n r el ati o n 
t o t h e v al u ati o n of t h e s e c urit y. I h a v e r e a c h e d t h e c o n cl usi o n t h at w hil e h e a n d o t h ers 
wit hi n S ur g e c o nti n u e d t o h a v e a s e ns e of u n e as e a b o ut t h e s e c urit y a n d it s v al u e, h e di d 
n ot h a v e a s uffi ci e ntl y t ar g et e d s us pi ci o n t h at L C F w as mi s pr es e nti n g t h e p ositi o n t o 
b o n d h ol d ers.  

 
1 7 9 0.  T h e Cl ai m a nts c o nt e n d e d n e xt t h at S ur g e c o nti n u e d t o h a v e c o n c er ns a b o ut s e c urit y aft er 

t h e P w C a u dit. T h e a c c o u nts w er e of c o urs e o ut of d at e , a n d L C F pr o vi d e d r e vis e d 
s e c urit y v al u es i n F e br u ar y 2 0 1 7.  A g ai n , I h a v e c o n cl u d e d t h at S ur g e c o nti n u e d t o t hi n k 
t h at t h er e mi g ht b e s o m et hi n g a mi ss i n t h e fi g ur es b ut di d n ot h a v e a t ar g et e d s us pi ci o n 
t h at L C F w as a ct u all y mi s pr es e nti n g it s s e c urit y. T h e Cl ai m a nts r eli e d o n t h e f a ct t h at 
L C F h a d m ar k et e d t h e b o n ds o n t h e b asis t h at t h e fi g ur e of £ 2 1 5  milli o n  w a s “ v erifi e d ” , 
b ut t h at S ur g e di d n ot k n o w of a n y s u c h v erifi c ati o n a n d h a d s o m e i nt er n al d o u bt s a b o ut 
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t h e n u m b er. I d o n ot fi n d t h at t h e S ur g e D ef e n d a nt s  h a d a s uffi ci e ntl y t ar g et e d s us pi ci o n 
t h at L C F w as l yi n g a b o ut t hi s t o b o n d h ol d ers. T h e y di d n ot k n o w h o w t h e fi g ur e h a d 
b e e n c al c ul at e d or h o w it w as m a d e u p. B ut n or di d t h e y k n o w or h a v e a t ar g et e d 
s us pi ci o n t h at L C F l a c k e d s u p p ort f or t h e fi g ur es.  

 
1 7 9 1.  T h e Cl ai m a nts als o r eli e d o n t h e i nt er n al dis c ussi o ns wit hi n S ur g e a b o ut t h e dr aft 

a c c o u nts i n J u n e 2 0 1 7. T h es e i n cl u d e d t h e o bs er v ati o n t h at t h e s e c urit y fi g ur es w er e 
diff er e nt fr o m t h e st at e m e nts pr e vi o usl y m a d e. T h e Cl ai m a nts als o r eli e d o n t h e i nt er n al 
c o m m u ni c ati o ns i n J ul y a n d A u g ust 2 0 1 7 s h o wi n g t h at Mr C ar el ess  di d n ot k n o w w h at 
L C F’s s e c urit y c o m pris e d. A g ai n , I c o n cl u d e t h at t h es e d e m o nstr at e t h at t h e S ur g e 
D ef e n d a nts t h o u g ht t h at s o m et hi n g mi g ht b e a mi ss b ut di d n ot h a v e a s uffi ci e ntl y t ar g et e d 
sus pi ci o n t h at L C F w as mi s pr es e nti n g t h e p ositi o n t o b o n d h ol d ers.  

 
1 7 9 2.  I n F e br u ar y 2 0 1 8 L C F p u bli s h e d t h e a c c o u nts t o 3 0 A pril 2 0 1 7, a u dit e d b y E Y.  T h es e 

st at e d t h at L C F h a d s e c urit y o v er ass ets v al u e d at o v er £ 2 8 4  milli o n . As e x pl ai n e d e arli er, 
I fi n d t h at t h es e a c c o u nt s g a v e t h e S ur g e D ef e n d a nts s o m e c o mf ort. I r e a c h t h e s a m e 
c o n cl usi o ns a b o ut t h es e as a p pli e d t o t h e P w C a c c o u nts i n  O ct o b er  2 0 1 6 (s e e [ 1 7 8 9 ] 
a b o v e ). I a m u n a bl e t o a c c e pt t h e Cl ai m a nts’ s u b missi o n t h at t h e S ur g e D ef e n d a nts 
pl a c e d n o w ei g ht o n t h e m, i n cl u di n g b e c a us e t h e y c o nt ai n e d diff er e nt fi g ur es fr o m t h os e 
t h at h a d b e e n us e d b y L C F i n A pril 2 0 1 7 ( £ 2 1 5 milli o n ), b e c a us e t h e S ur g e D ef e n d a nts 
di d n ot k n o w w h at i nf or m ati o n h a d b e e n pr o vi d e d t o E Y, or b e c a us e t h e y di d n ot tr ust 
Mr T h o ms o n t o t ell t h e tr ut h. N or d o I c o nsi d er t h at t h e S ur g e D ef e n d a nts’ r eli a n c e o n 
t h e m is e ntir el y a n e x p ost f a ct o r ati o n ali s ati o n. I t hi n k t h at t h e y t o o k a d e gr e e of c o mf ort 
fr o m t h e a c c o u nts at t h e ti m e. I h a v e e x pl ai n e d t his a b o v e. 

 
1 7 9 3.  T h e  Cl ai m a nts als o r eli e d o n t h e v ari o us st at e m e nts m a d e b y Mr T h o ms o n a b o ut s e c urit y 

i n F e br u ar y 2 0 1 8, i n cl u di n g t h at it w as w ort h £ 1 billi o n , w hi c h t h e y di d n ot b eli e v e, a n d 
w hi c h w as s o o n c o ntr a di ct e d b y Mr H uis a m e n. I fi n d t h at S ur g e di d i n d e e d h a v e s eri o us 
d o u bts a b o ut Mr T h o ms o n’s fi g ur e of £ 1  billi o n . I als o fi n d, h o w e v er  t h at t hi s w as n ot 
us e d i n r e pr es e nt ati o ns m a d e t o b o n d h ol d ers.  

 
1 7 9 4.  T h e Cl ai m a nts als o r eli e d o n Mr R uss ell -M ur p h y ’s st at e m e nt i n a n e m ail d at e d 1 4  A u g ust 

2 0 1 8  c o n c er ni n g L C F 2 t h at a c c o u nt m a n a g ers w o ul d b e a bl e t o t al k a b o ut a l ar g e a m o u nt 
of s e c urit y. I d o n ot a c c e pt t h at t hi s e m ail c arri es t h e i m pli c ati o n t h at t h e S ur g e 
D ef e n d a nts t h o u g ht t h at L C F’s cl ai ms a b o ut s e c urit y w er e n ot g e n ui n e. L C F 2 w as 
e m br y o ni c , a n d Mr R uss ell -M ur p h y  w as si m pl y d es cri bi n g w h at c o ul d b e s ai d o n c e it 
w as s et u p. T his e m ail d o es n ot s u g g est t h at  a n y o n e t h o u g ht t h at  o n c e s et u p, a n y 
r e pr es e nt ati o n a b o ut s e c urit y w o ul d b e u ntr u e. 

 
1 7 9 5.  F or t h es e r e as o ns , I a m n ot s ati sfi e d t h at t h e S ur g e D ef e n d a nts k n e w or h a d a s uffi ci e ntl y 

t ar g et e d s us pi ci o n t h at t h e r e pr es e nt ati o ns m a d e b y L C F t o b o n d h ol d er s a b o ut t h e 
e xist e n c e or v al u e of s e c urit y w er e t h e ms el v es f al s e a n d mi sl e a di n g. I a m s ati sfi e d t h at 
t h e S ur g e D ef e n d a nts h a d c o nti n ui n g c o n c er ns a b o ut t h e e xist e n c e a n d v al u e of t h e 
s e c urit y, b ut I fi n d t h at t h es e a m o u nt e d t o a g e n er al s e ns e of u n e as e , r at h er t h a n a 
s uffi ci e ntl y t ar g et e d s us pi ci on , t o gi v e ris e t o bli n d-e y e k n o wl e d g e. I m a k e it cl e ar t h at 
t h e S ur g e Def e n d a nts di d n ot h a v e a p ositi v e b eli ef t h at t h e fi g ur es w er e a c c ur at e.  O n t h e 
c o ntr ar y, t h e y h a d mi s gi vi n gs a b o ut t h e m. T h e y as k e d f or i nf or m ati o n w hi c h w as n ot 
h a n d e d o v er a n d t h e i nf or m ati o n t h e y w er e pr o vi d e d wit h w as c o ntr a di ct or y or 
i m pr o b a bl e. I n a d diti o n, as alr e a d y e x pl ai n e d, t h e y r e g ar d e d L C F as b asi c all y 
u ntr ust w ort h y.  N or d o es  Mr C ar el ess’s e vi d e n c e t h at t h e y f o u n d t h e s e c urit y fi g ur es 
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gi v e n b y L C F t o b e a n a n s w er t o t h eir c o n c er ns. S ur g e w as pr of o u n dl y c o n c er n e d a b o ut 
m a n y as p e cts of L C F’s b usi n ess.  

  
1 7 9 6.  T h e Cl ai m a nts c o nt e n d e d n e xt t h at Mr C ar el ess  k n e w t h at L C F  w as o p er ati n g a P o n zi 

s c h e m e.  
 

1 7 9 7.  T h e st arti n g p oi nt is t o r eit er at e Mr C ar el ess ’s g e n er al vi e w a b o ut t h e ris k s i n h er e nt i n 
t h e u nr e g ul at e d b o n d m ar k et. H e k n e w t h at t h er e h a d b e e n pr e vi o us s c a n d als. H e k n e w 
v er y littl e a b o ut t h e p e o pl e r u n ni n g L C F. H e t h er ef or e st art e d wit h a s c e pti c al dis p ositi o n. 
Mr C ar el ess  t h o u g ht fr o m t h e o uts et t h at t h e e ntir e o p er ati o n of L C F (t h e n S A F E) w as 
i n h er e ntl y s us pi ci o us a n d t h at a n at ur al r e a cti o n w as t o c o nsi d er t h at it w as a fr a u d 
( “ri ns e ” i n his w or ds). I d o n ot fi n d t h at h e p ositi v el y b eli e v e d at t h at st a g e t h at it w as a n  
i n v est m e nt fr a u d, b ut h e t h o u g ht t h at it h a d s o m e of t h e a p p e ar a n c e s  of o n e, i n cl u di n g 
t h e willi n g n ess t o p a y 2 5 % f e es.  

 
1 7 9 8.  Mr C ar el ess  w as m a d e a w ar e o n 2 4  J ul y 2 0 1 5  b y M r P artri d g e (if h e h a d n ot alr e a d y 

t h o u g ht a b o ut t hi s) t h at L C F’s b usi n ess w as i n h er e ntl y u ns ust ai n a bl e, o n t h e b asis of t h e 
t er m of t h e b o n ds w hi c h S A F E w as s elli n g, a n d t h e p a y m e nt of 2 5 % c o m missi o n t o 
S ur g e , as t hi s r e q uir e d L C F’s o w n ass ets t o gr o w b y 5 5 % i n t w o y e ars. I h a v e a d dr ess e d 
t hi s a b o v e i n t h e c o nt e xt of t h e r e pr es e nt ati o n c as e. B ut it is als o p erti n e nt h er e: if L C F 
w er e  u n a bl e t o g e n er at e s uffi ci e nt r et ur ns fr o m it s l e n di n g b usi n ess, t h e o b vi o us 
i m pli c ati o n w as t h at it w o ul d h a v e t o r es ort t o usi n g n e w b o n d h ol d ers’ m o n e y t o p a y 
e xisti n g li a biliti es. T h er e w as n e v er a n y s u g g esti o n t h at L C F c o ul d r es ort t o ot h er (t hir d-
p art y) f u n di n g arr a n g e m e nts t o c o v er t h e s h ortf all. I fi n d t h at Mr C ar el e ss, w h o h a d 
e x p eri e n c e of t h e ris ks of t h e mi ni -b o n d i n d ustr y, u n d erst o o d t h at t h er e w as a r e al ris k of 
L C F usi n g n e w b o n d h ol d er m o n e y t o p a y off e xisti n g i n v est ors.  

 
1 7 9 9.  Mr C ar el ess  als o k n e w b y S e pt e m b er 2 0 1 5 t h at n e w b o n d h ol d er f u n ds w er e i n f a ct b ei n g 

us e d t o m e et S ur g e ’s c o m missi o n p a y m e nts, b e c a us e b o n d h ol d ers p ai d s u ms  t o B uss 
M urt o n’s cli e nt a c c o u nt, a n d B uss M urt o n i m m e di at el y p ai d 2 5 % of e a c h r e c ei pt t o 
S ur g e .  

 
1 8 0 0.  Mr C ar el ess  als o k n e w b y  O ct o b er  2 0 1 5 t h at t h e i nt e grit y of L C F’s b usi n ess m o d el c all e d 

f or e x pl a n ati o n, w hi c h is w h y t h e S ur g e s al es  t e a m, w h o k n e w t h e s a m e f a cts , c o nsi d er e d 
t h at d u e dili g e n c e w as c all e d f or, i n or d er t o a d dr ess t h e s us pi ci o n t h at L C F m a y n ot b e 
l e giti m at e. H e als o k n e w t h at S ur g e h a d c o n d u ct e d n o m e a ni n gf ul d u e dili g e n c e.  

 
1 8 0 1.  Mr C ar el ess  tr ust e d Mr P artri d g e . I n O ct o b er  2 0 1 5 Mr P artri d g e li k e n e d Mr G ol di n g  (i n 

t h eir mi n ds, t h e c o ntr ol l er of L C F) t o B er n ar d M a d off . I h a v e a d dr ess e d t hi s at [9 0 8 ] 
t o9 1 3 ] a b o v e. Mr C ar el es s  k n e w w h y Mr P artri d g e m a d e t h e c o m p aris o n.  I h a v e r ej e ct e d 
Mr C ar el ess’s c as e t h at it w as b a nt er.   

 
1 8 0 2.  I fi n d t h at b y O ct o b er  2 0 1 5  at t h e l at est , Mr C ar el ess h a d a t ar g et e d s us pi ci o n t h at L C F 

w as a f or m of P o n zi s c h e m e, i n t h at it mi g ht w ell h a v e t o us e m o n e y fr o m n e w 
b o n d h ol d ers t o m e et its e xisti n g o bli g ati o ns t o ol d o n es.  

 
1 8 0 3.  I fi n d t h at Mr C ar el ess  m a d e t h e d eli b er at e d e ci si o n n ot t o i n q uir e i nt o  h o w L C F c o ul d 

s ust ai n it s b usi n ess a n d m e et it s li a biliti es wit h o ut h a vi n g r es ort t o n e w b o n d h ol d er’s 
i n v est m e nts. As t o t his:  
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i. Mr C ar el ess  a c c e pt e d t h at b y 8 D e c e m b er 2 0 1 5  h e k n e w t h at d u e dili g e n c e w as 
n e c ess ar y, b e c a us e h e t h o u g ht t h er e w as a r e al ris k t h at s o m et hi n g c o ul d b e wr o n g 
wit h L C F  (s e e [9 4 3 ] t o [9 4 5 ] a b o v e). I fi n d t h at h e alr e a d y k n e w t h at t hi s 
i nf or m ati o n w as r e q uir e d b y O ct o b er 2 0 1 5. 

ii. B ut h e als o k n e w t h at t h e d u e dili g e n c e r e q uir e d w o ul d pr o b a bl y b e off -p utti n g a n d 
mi g ht e n d t h e r el ati o ns hi p.  

iii. H e t h er ef or e li n k e d t h e d u e dili g e n c e t o s o m et hi n g r u n of t h e mill, r at h er t h a n t o 
t h e c o n c er n t h at it w as a P o n zi s c h e m e ( “ h oll y -s hit -t hi s-b ett er -n ot -b e -a -p o n zi ”) . As 
alr e a d y e x pl ai n e d , t h e r e as o n h e r ef err e d t o it as a p ossi bl e P o n zi s c h e m e w as 
b e c a us e t h at w as t h e c o n c er n h e a n d Mr P artri d g e h a d i d e ntifi e d a n d w h at t h e y 
n e e d e d t o g et t o t h e b ott o m of. 

i v. B y t hi s st a g e , Mr C ar el es s  als o k n e w t h at t h e o nl y b orr o w er w as a s o -c all e d “l a n d 
b a n k ”, w hi c h ( b y its v er y n at ur e) w o ul d n ot b e g e n er ati n g a n y pr ofits . 

v.  Mr C ar el ess  di d n ot c o n d u ct t h e d u e dili g e n c e r e q uir e d t o a d dr ess hi s c o n c er n t h at 
s o m et hi n g c o ul d b e wr o n g wit h L C F . Mr C ar el e ss  k n e w t h at t h e d u e dili g e n c e 
w o ul d r e q uir e a n u n d erst a n di n g of w h er e n e w i n v est or f u n ds w er e g oi n g a n d h o w 
p a y m e nts t o e xisti n g i n v est ors w er e b ei n g f u n d e d .  

vi.  I fi n d t h at Mr C ar el ess  di d t hi s d eli b er at el y, b e c a us e h e di d n ot w a nt t o h a v e his 
s us pi ci o ns c o nfir m e d. T h at w o ul d j e o p ar dis e S ur g e ’s 2 5 % c o m missi o n.  

1 8 0 4.  T h e S ur g e D ef e n d a nts a g ai n r eli e d i n cl osi n g s u b missi o ns o n t h e i n v ol v e m e nt of t h e 
v ari o us pr of essi o n als. T h at d o es n ot assi st t h e m. I fi n d as a f a ct t h at Mr C ar el ess h a d a 
t ar g et e d s us pi ci o n t h at L C F w as o p er ati n g as a f or m of P o n zi s c h e m e, t h at h e a ct u all y 
c o nsi d er e d t h e q u esti o n s h e w o ul d n e e d t o as k t o as c ert ai n t h e tr ut h, a n d t h at h e 
d eli b er at el y d e ci d e d n ot t o as k t h e m.  If h e t h o u g ht at all a b o ut t h e pr of es si o n als, t h eir 
o nl y r el e v a n c e w as t h at t h eir i n v ol v e m e nt w o ul d m a k e it l ess li k el y t h at r es p o nsi bilit y 
f or a n y c oll a ps e w o ul d e n d u p f alli n g o n t h e S ur g e D ef e n d a nts.  
 

1 8 0 5.  T h e S ur g e D ef e n d a nts als o r eli e d o n t h e f a ct t h at Mr P artri d g e di d i n f a ct as k f or 
i nf or m ati o n a b o ut L C F’s l o a n b o o k a n d s e c urit y. I a d dr ess t hi s b el o w, b ut t h e i m m e di at e 
a ns w er is  t h at t h e i nf or m ati o n s o u g ht w o ul d n ot h a v e a ns w er e d t h e q u esti o n w h et h er L C F 
w as b ei n g o p er at e d as a P o n zi s c h e m e. T o a ns w er t h at q u esti o n,  it w o ul d h a v e  b e e n 
n e c ess ar y t o u n d erst a n d w h er e n e w i n v est or s’ f u n ds w er e g oi n g a n d h o w p a y m e nts t o 
e xisti n g i n v est or s w er e b ei n g f u n d e d ( as Mr C ar el ess a c c e pt e d i n his e vi d e n c e).  

 
1 8 0 6.  T h e S ur g e D ef e n d a nts al s o s u b mitt e d  t h at w h at ulti m at el y m att er e d w as t h e e xist e n c e 

a n d l e v el of s e c urit y a n d t h at t h e y di d n ot h a v e a r e al c o n c er n a b o ut t h os e m att ers. 
B o n d h ol d ers w o ul d ulti m at el y l o o k t o s e c urit y a n d t h e S ur g e D ef e n d a nts al w a ys t h o u g ht 
t h at t h er e w as e n o u g h t o m e et t h e o ver all li a biliti es t o b o n d h ol d ers. I d o n ot a c c e pt t h at. 
S e c urit y w as d o u btl ess i m p ort a nt , b ut it w as  n ot a  p a n a c e a. T h e e nf or c e m e nt of s e c urit y 
m a y t a k e m o nt hs or e v e n y e ars a n d m a y b e c o m pli c at e d; t h e S ur g e D ef e n d a nts k n e w t h at 
s o m e of t h e i nt er ests of t h e b orr o wi n g c o m p a ni e s w er e u n d e v el o p e d l a n d, s o m e of it 
a br o a d; s e c urit y v al u es c a n t h e ms el v es fl u ct u at e. Mr C ar el ess , a n e x p eri e n c e d 
b usi n ess m a n, k n e w t hi s. M or e o v er, w hil e I h a v e f o u n d t h at t h e S ur g e D ef e n d a nts di d n ot 
k n o w ( or h a v e bli n d -e y e k n o wl e d g e) t h at L C F w a s a cti v el y l yi n g a b o ut its s e c urit y, t h e y 
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di d  h a v e r e al c o nti n ui n g c o n c er ns a b o ut it , a n d w er e n e v er gi v e n s ati sf a ct or y e vi d e n c e 
a b o ut its n at ur e or v al u e . 

 
1 8 0 7.  F or t h es e r e as o ns, I c o n cl u d e t h at b y t h e e n d of O ct o b er 2 0 1 5 at t h e l at est , Mr C ar el ess  

h a d a t ar g et e d s us pi ci o n t h at t h at L C F c o ul d  n ot,  a n d w o ul d n ot , g e n er at e  e n o u g h i n c o m e 
t o e n a bl e it t o p a y c o m mi ssi o n t o S ur g e  or t o m a k e p a y m e nts t o e xisti n g b o n d h ol d ers,  
t h at it c o ul d o nl y d o s o fr o m n e w b o n d h ol d er i n v est m e nts, a n d t h at , r at h er t h a n b ei n g a 
s ust ai n a bl e b usi n ess, L C F w as i n f a ct a v e hi cl e f or r aisi n g m o n e y f or Mr G ol di n g  a n d his 
ass o ci at es, i. e. t h at L C F w as o p er ati n g as a P o n zi s c h e m e. Mr C ar el es s  d e li b er at el y 
d e ci d e d n ot t o as k f or t h e i nf or m ati o n w hi c h w o ul d c o nfir m or dis p el t hi s s us pi ci o n.  

 
1 8 0 8.  Mr C ar el ess  i nst e a d m a d e “li g ht t o u c h ” i n q uiri es of Mr T h o ms o n  r e g ar di n g h o w L C F 

o p er at e d . T h es e w er e n ot, h o w e v er , dir e ct e d t o t h e r e al q u esti o ns a b o ut t h e a p pli c ati o n 
of n e w b o n d h ol d ers’ i n v est m e nts a n d h o w L C F w as f u n di n g it s li a biliti es t o e xisti n g 
i n v est ors.  

 
1 8 0 9.  If I a m wr o n g i n fi n di n g k n o wl e d g e as at t h e e n d of O ct o b er 2 0 1 5, I fi n d t h at t h e  S ur g e 

D ef e n d a nts  h a d s u c h k n o wl e d g e  b y t h e e n d of J a n u ar y 2 0 1 6. As t o t his : 

i. T h e S ur g e D ef e n d a nts c o nti n u e d i nt o J a n u ar y 2 0 1 6 t o h a v e t h e t ar g et e d s us pi ci o n 
t h at L C F w as a P o n zi s c h e m e . Mr P artri d g e dr e w t h e c o m p aris o n a g ai n i n his 7 
J a n u ar y 2 0 1 6  e m ail .  

ii. O n 2 9 J a n u ar y 2 0 1 6 Ms V e n n r ef err e d t o t h e “ m i ssi n g pi e c e of t h e ‘is it a p o n zi’ 
ji g s a w: w e n e e d a c c ess t o t h e l e n di n g b o o k, i n cl usi v e of d et ails r e t h e s e c urit y i n 
pl a c e … ” .  

iii. T his f oll o w e d dis c ussi o ns wit h Mr C ar el ess . L C F di d n ot pr o vi d e t h e i nf or m ati o n 
t h at w as s o u g ht b y Mr P artri d g e. It di d n ot pr o vi d e f ull i nf or m ati o n a b o ut it s 
b orr o w ers or t h e v al u ati o n of it s s e c urit y.  

1 8 1 0.  Mr C ar el ess  di d n ot t h er e aft er as k q u esti o ns of Mr T h o ms o n  a n d Mr G ol di n g  w hi c h w er e 
i nt e n d e d t o eli cit t h e tr ut h a b o ut t h e f a cts w hi c h h e s us p e ct e d. I fi n d t h at w as a d eli b er at e 
d e cisi o n b e c a us e h e di d n ot w a nt t o c o nfir m his s us pi ci o ns a n d j e o p ar dis e t h e c o m m er ci al 
r el ati o ns hi p wit h L C F. 

 
1 8 1 1.  Mr C ar el ess s ai d r e p e at e dl y i n his e vi d e n c e t h at h e t o o k r e ass ur a n c e fr o m t h e a u dit s of 

t h e a c c o u nts b y P w C. T his d o es n ot assi st o n t hi s as p e ct of t h e c as e f or s e v er al r e as o ns. 
First, t h e hist or y. As e x pl ai n e d a b o v e, t h e S ur g e D ef e n d a nts w er e s us pi ci o u s a b o ut L C F 
o p er ati n g as a P o n zi s c h e m e fr o m l at e 2 0 1 5 o n w ar ds. B ut t h e P w C a c c o u nts w er e n ot 
p u bli s h e d u ntil  O ct o b er  2 0 1 6. S e c o n d, Mr C ar el e ss di d n ot r e a d t h e P w C a c c o u nts a n d 
t h er e is n o e vi d e n c e t h at t h e y aff e ct e d his c o n c er ns a b o ut L C F o p er ati n g as a P o n zi 
s c h e m e. T hir d, t h er e is n ot hi n g i n t h e a c c o u nts t o s u g g est t h at t h e a u dit ors c o nsi d er e d 
h o w t h e li a biliti es of e xisti n g i n v est ors w er e b ei n g f u n d e d b y t h e b usi n ess. F o urt h, t h e 
P w C a c c o u nts t h e ms el v es r ais e d q u esti o ns a b o ut L C F’s b usi n ess. L C F’s a c c o u nts 
c o nt ai n e d a “ pr ofit ” fi g ur e of £ 1 4 8, 5 5 0 w hi c h w as v er y s u bst a nti all y l ess t h a n t h e pr ofit 
b ei n g m a d e b y S ur g e .  

 
1 8 1 2.  M or e o v er, b y  O ct o b er  2 0 1 7 at t h e l at est, Mr C ar el e ss  k n e w a n d s h ar e d t h e vi e w t h at L C F 

w as a c o m p a n y t h at c o ul d n ot b e tr ust e d. Mr C ar el ess  k n e w t h at Ms V e n n w as s o 
c o n c er n e d a b o ut w or ki n g wit h L C F t h at s h e w as f e eli n g u n w ell. I h a v e r ef err e d t o 
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n u m er o us e x a m pl es b ef or e t hi s of i nt er n al S ur g e c o m m u ni c ati o ns (i n cl u di n g wit h Mr 
P artri d g e) t o t h e eff e ct t h at Mr T h o ms o n w as a li ar or w as n ot t o b e tr ust e d i n r el ati o n t o 
L C F. B y  O ct o b er  2 0 1 7,  t h eir vi e w t h at h e w as n ot t o b e tr ust e d w as fir ml y gr o u n d e d. 
T his is at o d ds wit h t h e s u g g esti o n t h at t h e p u bli s h e d a c c o u nts p ut t h e S ur g e D ef e n d a nts’  
c o n c er ns t h at t h e b usi n es s w as n ot l e giti m at e t o r e st.  

 
1 8 1 3.  F urt h er , as f o u n d a b o v e, t h e S ur g e D ef e n d a nts k n e w fr o m e arl y 2 0 1 6 o n w ar ds t h at L C F 

w as d eli b er at el y mi sl e a di n g t h e p u bli c a b o ut t h e n at ur e of it s b usi n es s. T his a g ai n 
u n d er mi n es t h e s u g g esti o n t h at t h e S ur g e D ef e n d a nts g e n ui n el y s a w t h e a c c o u nts as a n 
a ns w er. I n r e alit y , t h e S ur g e D ef e n d a nts s a w t h e a u dit e d a c c o u nts as a h el pf ul m ar k eti n g 
t o ol r at h er t h a n as a cl e a n bill of h e alt h. 

 
1 8 1 4.  Mr C ar el ess  k n e w als o t h at his c o n c er ns  a b o ut t h e i n c o h er e n c e of L C F’s b u si n ess m o d el 

w er e  b ei n g cir c ul at e d i n t h e p u bli c d o m ai n. Mr C ar el ess  als o e x pr ess e d c o n c er n a b o ut 
L C F o p e ni n g it s elf t o f urt h er p u bli c e x p os ur e a n d di d n ot w a nt L C F t o sti c k it s h e a d 
a b o v e t h e p ar a p et.  

 
1 8 1 5.  T h e S ur g e D ef e n d a nts e m p h asis e d t h at t h e y w er e n ot i nsi d ers wit hi n L C F a n d t h at t h e y 

h a d f ar l ess a c c ess t o i nf or m ati o n a b o ut it s aff air s t h a n t h e v ari o us pr of es si o n als. T h e y 
s ai d t h at t h e y di d n ot k n o w h o w t h e m o n e y w as i n f a ct b ei n g us e d. T h e y di d n ot k n o w 
a b o ut t h e S P As or t h e ot h er p a y m e nts of m o n e y t o t h e i n di vi d u al D ef e n d a nts. T h e y di d 
n ot k n o w a b o ut t h e r o u n d -tri p tr a ns a cti o ns w h er e b y ol d i n v est ors w er e p ai d b y m o n e y 
fr o m n e w o n es. T h e y t h er ef or e di d n ot k n o w of t h e P o n zi s c h e m e t h at w as o p er at e d. I d o 
n ot fi n d t hi s p ers u asi v e. As t h e c as e l a w s h o ws a p ers o n is tr e at e d as a k n o wi n g 
p arti ci p a nt if t h e y k n o w t h at t h er e is F C O B b y a c o m p a n y wit h o ut k n o wi n g t h e d et ails 
of t h e fr a u d. I h a v e f o u n d a b o v e t h at L C F w as i n f a ct o p er ati n g as a P o n zi s c h e m e. T h e 
S ur g e D ef e n d a nts h a d a t ar g et e d s us pi ci o n t h at it w as o p er ati n g as a P o n zi s c h e m e, e v e n 
t h o u g h t h e y di d n ot k n o w t h e d et ails (t h e S P As et c.) a n d d eli b er at el y r efr ai n e d fr o m 
m a ki n g i n q uiri es (f or f e ar of w h at t h os e w o ul d c o nfir m) . T h at is s uffi ci e nt t o c o ns tit ut e 
k n o wl e d g e.  

 
1 8 1 6.  I t ur n t o t h e Cl ai m a nts’ all e g ati o n t h at t h e S ur g e D ef e n d a nts k n e w of F C O B b y L C F b y 

mi s a p pr o pri ati n g  ass ets . 
 

1 8 1 7.  I n t hi s r e g ar d, Mr C ar el ess  k n e w t h at S ur g e  w as p a yi n g Mr T h o ms o n  0. 5 % of gr oss 
b o n d h ol d er i n v est m e nts w hi c h h a d b e e n r e c ei v e d b y L C F i n t h e pr e vi o us m o nt h. T his 
arr a n g e m e nt  st art e d i n J u n e 2 0 1 6.  

 
1 8 1 8.  As e x pl ai n e d i n d et ail a b o v e, I h a v e c o n cl u d e d t h at t h er e w as n o l e giti m at e b asis f or 

p a y m e nts of t hi s n at ur e. Mr C ar el ess  t h er ef or e k n e w t h at Mr T h o ms o n  w a s m a ki n g a n 
ill e giti m at e c o m missi o n fr o m his p ositi o n , a n d t his w as ulti m at el y f u n d e d fr o m L C F’s 
ass ets .  

 
1 8 1 9.  T h e Cl ai m a nts c o nt e n d e d t h at i n J ul y 2 0 1 6, Mr C ar el ess  k n e w t h at L C F w as m a ki n g 

p a y m e nts t o Mr G ol di n g  a n d ot h ers, b e c a us e  Mr C ar el ess  k n e w t h at L C F w as m a ki n g 
p a y m e nts s uffi ci e nt t o c a us e L C F’s b a n k a c c o u nt p a y m e nt li mit t o b e hit . I a m n ot 
s ati sfi e d t h at  h e  h a d t hi s u n d erst a n di n g  b as e d o n t h at e vi d e n c e  al o n e : s e e [1 1 4 0 ] t o [1 1 4 2 ] 
a b o v e.  
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1 8 2 0.  O n t h e ot h er h a n d, I h a v e f o u n d t h at Mr C ar el ess  k n e w t h at fr o m S e pt e m b er 2 0 1 7 Mr 
G ol di n g  w as b ei n g p ai d 1 % of gr oss b o n d h ol d er i n v est m e nts w hi c h h a d b e e n r e c ei v e d 
b y L C F i n t h e pr e vi o us m o nt h, b e c a us e t h es e s u ms w er e b ei n g p ai d t o Mr G ol di n g  
t hr o u g h S ur g e  wit h Mr C ar el ess ’s a p pr o v al, a n d t h es e p a y m e nts c oi n ci d e d wit h t h e 
c ess ati o n of e q ui v al e nt p a y m e nts of 0. 5 % w hi c h Mr C ar el ess  k n e w w er e b ei n g m a d e t o 
Mr T h o ms o n . Mr C ar el e ss  h a d n o r ati o n al e x pl a n ati o n f or t h es e p a y m e nt s, a n d I h a v e 
c o n cl u d e d t h at t h er e w as n o l e giti m at e b asis f or p a y m e nts of t hi s n at ur e.  Mr C ar el ess  
k n e w Mr G ol di n g  ulti m at el y c o ntr oll e d L C F , a n d w as c o n n e ct e d t o it s b orr o w ers.  

 
1 8 2 1.  T h er e is a n iss u e w h et h er t h es e p a y m e nts (first t o Mr T h o ms o n a n d t h e n t o Mr G ol di n g) 

a m o u nt t o a mi s a p pr o pri ati o n of L C F’s ass ets. It mi g ht b e s ai d t h at L C F p ai d 2 5 % t o 
S ur g e f or it s s er vi c es a n d t h at S ur g e d e ci d e d t o p a y a p er c e nt a g e t o Mr T h o ms o n  a n d Mr 
G ol di n g , r es p e cti v el y. At t h at st a g e,  t h e m o n e y w as t h e pr o p ert y of S ur g e, n ot L C F. I n 
m y j u d g m e nt t h e l a b elli n g is u n i m p ort a nt; w h at m att ers is t h e s u bst a n c e. I h a v e f o u n d 
t h at t h e arr a n g e m e nts w er e m a d e wit h Mr T h o m s o n  a n d Mr G ol di n g , r es p e cti v el y, i n 
o r d er t o i n d u c e t h e m t o m ai nt ai n S ur g e’s f e e at 2 5 %. E a c h of t h e arr a n g e m e nts w as f or 
t h e p a y m e nt of a p er c e nt a g e of L C F’s gr oss r e c ei pt s. I n e a c h c as e, t h e p a y m e nt w as m a d e 
b y S ur g e i n t h e b eli ef t h at t h e r e ci pi e nt w as i n a p ositi o n t o pr o c ur e t h e c o nti n u ati o n of 
t h e 2 5 % arr a n g e m e nt. I dr a w t h e pr o b a bl e i nf er e n c e t h at Mr C ar el ess t h o u g ht t h at if h e 
di d n ot a gr e e t o t h e p a y m e nts , S ur g e w o ul d b e m at eri all y w ors e off t h a n it w as b y m a ki n g 
t h e p a y m e nts. T h e s u bst a n c e w as t h at a 2 5 % s h ar e of t h e n e w m o n e y r ais e d  fr o m 
b o n d h ol d ers w as p ai d fr o m L C F t o S ur g e a n d p art of t h at 2 5 % w as p ai d m o nt hl y  t o Mr 
T h o ms o n  or Mr G ol di n g . Mr T h o ms o n  a n d Mr G ol di n g  w er e b e n efiti n g b y virt u e of t h eir 
p ositi o n as c o ntr oll ers of L C F.  
 

1 8 2 2.  I n m y j u d g m e nt, e v e n if t h e pr o p ert y i n t h e m o n e y p ass e d fr o m L C F t o S ur g e a n d t h e n 
t o Mr T h o ms o n  or Mr G ol di n g , i n s u bst a n c e t h es e arr a n g e m e nts i n v ol v e d t h e 
mi s a p pli c ati o n of L C F f u n ds. A n ot h er w a y of a n al ysi n g t h e arr a n g e m e nts is t h at if t h e s e  
s e cr et c o m missi o ns h a d n ot b e e n p ai d, L C F w o ul d h a v e h a d t o p a y l ess of it s ass ets o ut 
t o S ur g e. 
 

1 8 2 3.  Mr C ar el ess  t h er ef or e h a d a ct u al k n o wl e d g e b y t h e ti m e w h e n t h es e arr a n g e m e nts w er e 
m a d e (i n J u n e 2 0 1 6 a n d S e pt e m b er 2 0 1 7 r es p e cti v el y) t h at Mr T h o ms o n  a n d Mr G ol di n g  
w er e i n v ol v e d i n mis a p pr o pri ati n g L C F’s ass ets . 

 
1 8 2 4.  T h e Cl ai m a nts r eli e d o n Mr R uss ell -M ur p h y ’s e m ail of 2 9  J a n u ar y 2 0 1 8  c o n c er ni n g L C F 

2 t h at “ [t]h e y w a nt t h eir o w n m a n, s o f u n ds g et utilis e d t h eir w a y ”. Mr C ar el ess  a gr e e d 
wit h t hi s st at e m e nt b as e d o n his o w n k n o wl e d g e: “ Y es, pr e cis el y w h at J o h n s a ys ”. Mr 
C ar el ess  di d n ot w a nt t hi s t o b e e x pl ai n e d i n writi n g. Mr C ar el ess  k n e w t h at L C F 2 w as 
t o b e r u n i n t h e s a m e w a y as L C F. I c o nsi d er t h at t his is f urt h er e vi d e n c e t h at Mr C ar el ess 
k n e w t h at t h e i nt e nti o n w as f or S ur g e t o m ar k et L C F 2 , a n d t h at t h e m o n e y r ais e d fr o m 
b o n d h ol d ers w o ul d b e a p pli e d i n m a ki n g l o a ns t o Mr H u m e -K e n d all  a n d Mr G ol di n g ’s 
b usi n ess es. I a m n ot s ati sfi e d t h at t hi s e m a il o n it s o w n w o ul d h a v e b e e n s uffi ci e nt t o 
s h o w t h at Mr C ar el ess  k n e w t h at t h e f u n ds r ais e d w o ul d b e mi s a p pr o pri at e d.  

 
1 8 2 5.  T h e Cl ai m a nts als o c o nt e n d e d t h at b y at l e ast J ul y 2 0 1 8, Mr C ar el ess  h a d a ct u al 

k n o wl e d g e of t h e m e c h a nis m s us e d b y t h os e i n v ol v e d i n L C F t o mi s a p pr o pri at e f u n ds, 
as a r es ult of his k n o wl e d g e of t h e Isl e of Wi g ht d e al.  I fi n d t h at Mr C ar el ess  k n e w t h at 
t h e tr a ns a cti o n i n v ol v e d t h e us e of s u ms  fr o m L C F, t hr o u g h a c o n n e ct e d b orr o w er a n d 
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a n u n c o m m er ci al tr a ns a cti o n, i n or d er t o g e n er at e s u bst a nti al p a y m e nts t o Mr G ol di n g , 
a n d t o hi ms elf. I h a v e m a d e fi n di n gs a b o ut t hi s a b o v e [1 5 0 4 ] t o [1 5 1 9 ] a b o v e .  

 
1 8 2 6.  T o s u m m aris e, Mr C ar el ess  k n e w t h at t h e I sl e o f W i g ht d e al i n v ol v e d Pri m e R D L 

p ur c h asi n g a n ass et w ort h £ 2. 5 milli o n f or £ 5 milli o n usi n g L C F’s f u n ds, wit h £ 2. 5 
milli o n b ei n g p ai d as pr ofit t o Mr G ol di n g , Mr C ar el ess  a n d Mr R uss ell -M ur p h y  ( a n d 
wit h n o c o m m er ci al j ustifi c ati o n f or t h e u plift) . Mr C ar el ess  als o k n e w t h at Pri m e R D L 
w as c o n n e ct e d i n s o m e w a y t o Mr G ol di n g , s o t h at Mr G ol di n g  w as eff e cti v el y o n b ot h 
si d es of t h e d e al. Mr C ar el ess a c c e pt e d i n his e vi d e n c e t h at t hi s i n v ol v e d L C F’s ass ets 
b ei n g si p h o n e d off t o Mr G ol di n g . I fi n d t h at Mr C ar el ess  k n e w t h at t h e tr a ns a cti o n 
i n v ol v e d a mi s a p pr o pri ati o n of L C F’s ass ets . H e k n e w t hi s w as m or all y r e pr e h e nsi bl e, 
w hi c h is w h y h e l at er li e d a b o ut it.  
 

1 8 2 7.  F or t h es e r e as o ns , I c o n cl u d e t h at (i n t h e r es p e cts s et o ut a b o v e) t h e S ur g e D ef e n d a nts 
k n e w t h at t h er e w as F C O B b y mi s a p pr o pri ati o n of L C F’s ass ets. As e x pl ai n e d a b o v e, it 
d o es n ot m att er , f or t h e p ur p os es of li a bilit y u n d er t h e s e cti o n, t h at t h e y di d n ot k n o w t h e 
d et ails or f ull e xt e nt of t h e mi s a p pr o pri ati o ns.  

 
1 8 2 8.  As e x pl ai n e d e arli er, dis h o n est y i s n ot stri ctl y a n el e m e nt of t h e st at ut or y t est. H o w e v er , 

a fi n di n g of k n o wi n g p arti ci p ati o n  i n t h e F C O B n e c ess aril y e nt ails dis h o n est y. I s h o ul d 
t h er ef or e t est m y c o n cl usi o ns t h us f ar b y c o nsi d eri n g w h et h er  t h e S ur g e D ef e n d a nts w er e 
dis h o n est.  

 
1 8 2 9.  I h a v e alr e a d y e x pl ai n e d a n u m b er of ti m es t h at t h e S ur g e D ef e n d a nts r eli e d i n cl osi n g 

o n t h e r ol e a n d i n v ol v e m e nt of t h e pr of essi o n al a d vis ers, Mr H uis a m e n a n d t h e a u dit ors. 
T h e y als o str ess e d t h at t h e p e o pl e b e hi n d L C F a p p e ar e d t o b e ri c h a n d s u c c essf ul. I h a v e 
a d dr ess e d t h e pr of essi o n als , Mr H uis a m e n a n d t h e a u dit ors i n a d dr essi n g t h e s p e cifi c 
all e g ati o ns of k n o wl e d g e a n d h a v e c o n cl u d e d t h at t h eir i n v ol v e m e nt i n t h e tr a ns a cti o ns  
w as i n s o m e r es p e cts a c o mf ort t o t h e S ur g e D ef e n d a nts (f or i nst a n c e c o n c er n i n g t h e 
v al u e of s e c urit y), b ut i n ot h er r es p e cts w as n ot. T h e i n v ol v e m e nt of pr of es si o n als is n ot 
a bl a n k et a ns w er. As f or t h e r ol e of Mr T h o ms o n  a n d t h e ot h er p e o pl e b e hi n d L C F, at t h e 
o uts et S ur g e k n e w n e xt t o n ot hi n g a b o ut t h e m. Mr C ar el ess k n e w t h at t h e u nr e g ul at e d 
b o n d m ar k et w as pr e c ari o us. T h e e vi d e n c e d e m o n str at es t h at t h e S ur g e D ef e n d a nts s o o n 
c o n cl u d e d t h at Mr T h o ms o n w as a li ar a n d t h at h e c o ul d n ot b e tr ust e d. Mr C ar el ess h a d 
t o p a y hi m 0. 5 % of t h e gr oss r e c ei pt s t o m ai nt ai n his o w n f e es. Mr G o l di n g’s i nt e grit y 
w as e q u all y d o u btf ul. H e pr ess uris e d  Mr C ar el ess i nt o t h e 1 % f e e arr a n g e m e nt ( w hi c h I 
h a v e f o u n d t o h a v e n o l e giti m at e b asis) a n d w as g oi n g t o s h ar e h alf of t h e pr ofit o n t h e 
Isl e of Wi g ht d e al. I n a n y c as e, I h a v e t a k e n i nt o a c c o u nt Mr C ar el ess’s vi e ws of t h e ot h er 
D ef e n d a nts w h e n r e a c hi n g c o n cl usi o ns  a b o ut t h e k n o wl e d g e of t h e S ur g e D ef e n d a nts.  
 

1 8 3 0.  T h e S ur g e D ef e n d a nts als o e m p h asis e d t h at Mr C ar el ess w as a f or m er s ol di er a n d 
p oli c e m a n a n d t h at h e h a d s u c c essf ull y est a blis h e d b usi n ess es pr e vi o usl y. T h e y s ai d t h at 
h e w o ul d n ot h a v e j e o p ar dis e d his r e p ut ati o n a n d w a y of lif e b y p arti ci p ati n g i n a fr a u d . 
I h a v e gi v e n t h es e p oi nt s d u e w ei g ht. H o w e v er, t h e e vi d e n c e s h o ws t h at h e w as i nt e ns el y 
m at eri ali sti c  a n d t h at h e r a n k e d t h e p urs uit of m o n e y hi g hl y . I h a v e als o r e a c h e d t h e 
c o n cl usi o n t h at h e a n d ot h ers wit hi n S ur g e t h o u g ht t h at if L C F c oll a ps e d , a n y l e g al 
r es p o nsi bilit y w o ul d f all o n t h e dir e ct ors a n d pr of e ssi o n al a d vis ers of L C F a n d t h at S ur g e 
w o ul d n ot b e li a bl e. I fi n d t h at Mr C ar el ess w as pr e p ar e d t o t a k e t h e ris k of c o nti n ui n g t o 
m ar k et t h e b o n ds, e v e n if L C F mi g ht w ell c o m e u nst u c k. T h e p er s o n al r e w ar ds w er e 
h u g e ( milli o ns of p o u n ds a n n u all y) a n d t h e ris k  ( as h e s a w it) w as c o nt ai n e d.  
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1 8 3 1.  I n t h e li g ht of m y d et ail e d fi n di n gs a b o ut Mr C ar el ess’s s u bj e cti v e st at e of mi n d, I a m 

s ati sfi e d t h at, a p pl yi n g t h e o bj e cti v e t est of dis h o n est y, Mr C ar el ess ’s c o n d u ct i n 
c o nti n ui n g t o m ar k et L C F’s b o n ds t o m e m b ers of t h e p u bli c a n d r e c ei v e c o m missi o ns 
fr o m t h e n e w i n v est m e nt s w as dis h o n est b y t h e o bj e cti v e st a n d ar ds of or di n ar y d e c e nt 
p e o pl e . 

 
1 8 3 2.  T h e S ur g e D ef e n d a nts ar e t h er ef or e li a bl e f or fr a u d ul e nt tr a di n g. T h e q u a nt u m of a n y 

c o ntri b uti o n i s a d dr ess e d b el o w.   
 

P arti ci p ati o n a n d k n o wl e d g e of Mr R u ss ell -M u r p h y ?  
 
1 8 3 3.  I h a v e d es cri b e d t h e i n v ol v e m e nt of Mr R uss ell -M ur p h y  i n t h e b usi n ess of L C F a n d 

S ur g e i n d et ail a b o v e.  Mr R uss ell -M ur p h y  w as i nti m at el y i n v ol v e d i n t h e b usi n ess of 
S ur g e. H e als o h a d a n e arli er  i n v ol v e m e nt wit h Mr T h o ms o n , Mr H u m e -K e n d all , Mr 
B ar k er  a n d Mr G ol di n g . Mr R uss ell -M ur p h y  s ai d i n a n e m ail of 2 3 S e pt e m b er 2 0 1 5 t o 
Mr C ar e l ess a n d Mr J o n e s t hat Mr G ol di n g , “t h e m aj or s h ar e h ol d er of L C F ,” h a d b e e n a  
cli e nt of his f or o v er fift e e n y e ars . 
 

1 8 3 4.  Mr R uss ell -M ur p h y  w as i n v ol v e d i n S A F E, as d es cri b e d i n d et ail a b o v e. Mr R uss ell -
M ur p h y  w as als o pr es e nt at t h e 2 0 1 5 i ntr o d u ct or y m e eti n gs wit h Mr C ar el ess a n d Ms 
V e n n. Mr R uss ell -M ur p h y  oft e n a ct e d as a p oi nt of c o nt a ct b et w e e n Mr G ol di n g  a n d 
S ur g e.  

 
1 8 3 5.  I fi n d t h at t h e S ur g e D ef e n d a nts r e g ar d e d Mr R uss ell -M ur p h y  as b ei n g cl os el y ass o ci at e d 

wit h Mr G ol di n g , d es cri bi n g hi m as “ o n e of S p e n c er’s l ot ”  (s e e [9 8 5 ] a b o v e). T h e y 
r e g ar d e d hi m as u ntr ust w ort h y. 

 
1 8 3 6.  I h a v e alr e a d y c o v er e d t h e e vi d e n c e t h at t h e Cl ai m a nts r el y o n a g ai nst Mr R uss ell -

M ur p h y  i n c o nsi d er a bl e d et ail. I n m a ki n g fi n di n gs h er e, I s h all s u m m ar i s e a n d a v oi d 
r e p etiti o n w h er e p ossi bl e. 

 
1 8 3 7.  G P  w as Mr R uss ell -M ur p h y ’s c o m p a n y. H e w as it s c o ntr olli n g mi n d. I fi n d t h at his 

k n o wl e d g e a n d a cts ar e t o b e attri b ut e d t o it.  
 

1 8 3 8.  T h e first i ss u e is w h et h er Mr R uss ell -M ur p h y p arti ci p a t e d i n t h e F C O B of L C F.  
 

1 8 3 9.  As t o t hi s, Mr R uss ell -M ur p h y  a gr e e d t h e c o m mi ssi o n of 2 5 % , w hi c h f or m e d t h e b asis 
of t h e s u ms  p a y a bl e t o S ur g e . Aft er S ur g e b e c a m e i n v ol v e d , h e a gr e e d wit h Mr C ar el ess 
t h at h e w o ul d w or k wit h S ur g e i n r et ur n f or p a y m e nts e q u al t o t h os e r e c ei v e d b y Mr 
C ar el ess hi m s elf. As e x pl ai n e d a b o v e, t hi s a m o u nt e d t o m a n y milli o ns of p o u n ds o v er 
t h e t hr e e-a n d -a -h alf y e ars b ef or e t h e c oll a ps e of L C F. I fi n d t h at Mr R uss ell -M ur p h y  w as 
hi g hl y m oti v at e d b y t h e pr os p e cts of m a ki n g h u g e a m o u nt s t hr o u g h s elli n g L C F’s b o n ds.  
H e s a w L C F  as a c as h c o w.  I n t h e e v e nt, Mr R uss ell -M ur p h y  ( or G P ) w as p ai d milli o ns 
of p o u n ds d eri vi n g ( as h e k n e w) fr o m t h e b o n d h ol d ers.  

 
1 8 4 0.  Mr R uss ell -M ur p h y  u n d erst o o d h o w t h e mi ni -b o n ds w er e m ar k et e d t o b o n d h ol d ers. H e 

w as i n v ol v e d fr o m t h e e arli est st a g es. H e w as t as k e d t o c o n v ert l e a ds i nt o b o n d s al es f or 
L C F . Mr R uss ell -M ur p h y  t h e n a gr e e d t o w or k a s S ur g e ’s s al es dir e ct or a n d t h er ef or e 
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o c c u pi e d a s e ni or r ol e i n s elli n g L C F’s b o n ds t o pr os p e cti v e b o n d h ol d ers  (i ncl u di n g b y 
pr es e nt i n g hi m s elf  as e m pl o y e d b y L C F ).  

 
1 8 4 1.  Mr R uss ell -M ur p h y  w as i n v ol v e d i n r e vi e wi n g a n d c o m m e nti n g o n L C F’s m ar k eti n g 

m at eri als fr o m t h e o uts et. Mr R uss ell -M ur p h y  w as i n v ol v e d i n s elli n g L C F’s b o n ds as 
S ur g e ’s i n v ol v e m e nt b e g a n t o h a v e a s u bst a nti al i m p a ct o n t h e s u c c ess of L C F, a n d 
d uri n g t hi s p eri o d, Mr R uss ell -M ur p h y  p arti ci p at e d i n f urt h eri n g a n d f a cilit ati n g t h e s al es 
eff orts of S ur g e ’s st aff.  

 
1 8 4 2.  Mr R uss ell -M ur p h y  w a s i n v ol v e d i n c o m m e nti n g o n L C F’s w e bsit e a n d pr o p os e d 

c h a n g es t o it.  
 

1 8 4 3.  Mr R uss ell -M ur p h y  p arti ci p at e d i n a cti v el y m ar k eti n g L C F’s I S A b o n ds t o pr os p e cti v e 
b o n d h ol d ers . H e w e nt o n h o m e visits t o p ers u a d e p arti c ul arl y hi g h v al u e i n v est ors t o b u y 
L C F b o n ds.  

 
1 8 4 4.  Mr R uss ell -M ur p h y  w as i n v ol v e d i n s etti n g u p n e w c o m p aris o n w e bsit e s t o pr o m ot e 

L C F.  
 

1 8 4 5.  Mr R uss ell -M ur p h y  w as i n v ol v e d i n a d visi n g Mr C ar el ess , S ur g e  a n d Ms V e n n a b o ut  
m ar k eti n g L C F’s b o n ds t o pr os p e cti v e b o n d h ol d ers a n d w as r e g ul arl y c o n s ult e d i n t his 
r e g ar d. Mr R uss ell -M ur p h y ’s eff orts w er e i nstr u m e nt al i n t h e s u c c ess of L C F i n s elli n g 
mi ni -b o n ds. T his w as s o b ef or e a n d aft er t h e e n g a g e m e nt of S ur g e.  

 
1 8 4 6.  Mr R uss ell -M ur p h y a n d G P r e c ei v e d v er y s u bst a nti al s u ms w hi c h h e k n e w w er e d eri v e d 

fr o m t h e b usi n ess a cti viti es of L C F. 
 

1 8 4 7.  O n t h e b asis of [ 1 8 3 9 ] t o [1 8 4 6 ] a b o v e,  I fi n d t h at R uss ell -M u r p h y p arti ci p at e d i n t h e 
F C O B of L C F.  

 
1 8 4 8.  T ur ni n g t o k n o wl e d g e, I s h all f oll o w t h e s a m e p att er n as f oll o w e d a b o v e , a n d b y 

a n al ysi n g w h et h er Mr R uss ell -M ur p h y ’s k ne w  t h at L C F w as m a ki n g f als e 
r e pr es e nt ati o ns t o b o n d h ol d ers. Mr R uss ell -M ur p h y k n e w t h e c o nt e nts of t h e I Ms a n d 
ot h er m ar k eti n g m at eri als. T o t h e e xt e nt t h at t h e r e pr es e nt ati o ns w e nt b e y o n d t h e e x pr es s 
w or ds us e d, I fi n d t h at h e u n d erst o o d t h e r e pr es e nt ati o ns t o i n cl u d e t h os e i m pli c ati o ns. 
T h e i m pli c ati o ns I h a v e f o u n d t o b e i n cl u d e d i n t h e st at e m e nts w er e o b vi o u s a n d t h er e is 
n o r e as o n t o t hi n k t h at Mr R uss ell -M ur p h y di d n ot u n d erst a n d t h e m i n t h at s e ns e.  

 
1 8 4 9.  T h e first s et of r e pr es e nt ati o ns c o n c er n s  L C F’s s e c urit y. F or t h e s a m e r e as o ns as gi v e n 

i n r el ati o n t o t h e S ur g e D ef e n d a nts (s e e [1 7 9 5 ] a b o v e ), I fi n d t h at w hil e Mr R uss ell -
M ur p h y  h a d a g e n er al a n d r e al s e ns e of u n e as e a b o ut t h e s e c urit y h e di d n ot h a v e a 
s uffi ci e ntl y t ar g eti n g s us pi ci o n t o c o nstit ut e k n o wl e d g e t h at t h e v al u es b ei n g gi v e n b y 
L C F f or s e c urit y w er e f als e. As e x pl ai n e d i n r el ati o n t o t h e S ur g e  D ef e n d a nts , I a m n ot 
s ati sfi e d t h at h e h a d a p ositi v e b eli ef t h at t h os e fi g ur es w er e a c c ur at e a n d i n d e e d h e h ad  
a c o n c er n t h at t h e y w er e n ot. B ut h e di d n ot h a v e w h at i n l a w a m o u nt s t o k n o wl e d g e t h at 
t h e y w er e f als e. 

 
1 8 5 0.  T h e n e xt s et of r e pr es e nt ati o ns c o n c er n s  t h e d u e di li g e n c e s ai d t o h a v e b e e n u n d ert a k e n 

i nt o L C F’s b orr o w ers . 
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1 8 5 1.  I fi n d t h at, a s a r es ult of Mr R uss ell -M ur p h y ’s k n o wl e d g e i n c o n n e cti o n wit h S A F E, Mr 
R uss ell -M ur p h y  a ct u all y k n e w t h at n o d u e dili g e n c e w as b ei n g or w o ul d b e c o n d u ct e d 
i n c o n n e cti o n wit h L C F’s b orr o w ers.  Fr o m O ct o b er 2 0 1 5  at t h e l at est , Mr R uss ell -
M ur p h y  k n e w t h at L C F di d n ot h a v e a l e n di n g p a g e, w hi c h w o ul d m e a n t h at L C F w o ul d 
n ot h a v e a n y d u e dili g e n c e t o c o n d u ct . H e k n e w t h at t h er e w as n o l e n di n g d e p art m e nt at 
L C F. Mr R uss ell -M ur p h y  w as i n v ol v e d i n eff orts t o cr e at e a l e n di n g p a g e, t o b e r eli e d 
u p o n i n f urt h eri n g t h e s elli n g of L C F’s b o n ds t o pr os p e cti v e b o n d h ol d ers . Mr R uss ell -
M ur p h y  als o k n e w fr o m a b o ut D e c e m b er 2 0 1 5 o n w ar ds t h at L C F w as i n f a ct l e n di n g t o 
a s m all gr o u p of ass o ci at e d b orr o w e rs. Mr R us s ell-M ur p h y t h o u g ht t hr o u g h o ut his  
i n v ol v e m e nt t h at it w o ul d h a v e b e e n i n t h e i nt er ests of L C F t o h a v e a l e n di n g p a g e a n d 
t o b e a bl e t o gi v e s o m e d et ails of b orr o w ers. S ur g e as k e d f or t hi s i nf or m ati o n s o t h at it 
c o ul d pr es e nt it t o b o n d h ol d ers.  

 
1 8 5 2.  I n t h e li g ht of t h es e f a cts, I fi n d t h at Mr R uss ell -M ur p h y  h a d a t ar g et e d s us pi ci o n b y t h e 

e n d of D e c e m b er 2 0 1 5 at t h e l at est ( a n d c o nti n ui n g t h er e aft er) t h at L C F di d n ot i n f a ct 
c o n d u ct it s l e n di n g a cti vit y i n t h e m a n n er r e pr es e nt e d t o m e m b ers of t h e p u bli c, i n t h e 
s e ns e of a p pl yi n g stri ct l e n di n g crit eri a or u n d ert a ki n g d u e dili g e n c e a b o ut t h e b orr o w ers. 
T his c o n c er n e n d ur e d t hr o u g h o ut 2 0 1 6, 2 0 1 7, a n d 2 0 1 8, a n d w as n e v er pr o p erl y 
a d dr ess e d b y L C F. Mr T h o ms o n m a d e a s eri es of w h oll y u n c o n vi n ci n g e x c us es, w hi c h 
Mr R uss ell -M ur p h y di d n ot b eli e v e. Mr R uss ell -M ur p h y d eli b er at el y a v oi d e d as ki n g 
q u esti o ns a b o ut t his b e c a us e h e pr ef err e d n ot t o c o nfir m w h at h e s us p e ct e d.  

 
1 8 5 3.  T his c o n c er n e n d ur e d t hr o u g h o ut t h e r e m ai n d er 2 0 1 5 , 2 0 1 6,  2 0 1 7,  a n d 2 0 1 8,  a n d w as 

n e v er s ati sf a ct oril y a d dr ess e d. Mr R uss ell -M ur p h y  k n e w i n N o v e m b er 2 0 1 7 t h at Mr 
T h o ms o n  c o nti n u e d t o b e r el u ct a nt t o pr o vi d e a n y e x a m pl es of b usi n ess es o bt ai ni n g l o a ns 
fr o m L C F. Mr R uss ell -M ur p h y  k n e w i n F e br u ar y 2 0 1 8 t h at c o n c er ns e x pr ess e d o n M S E 
a b o ut a l a c k of a n y l e n di n g a cti vit y b y L C F h a d cir c ul at e d a m o n g S ur g e ’s s al es st aff i n 
F e br u ar y 2 0 1 8,  w hi c h g a v e ris e t o t h e c o n c er n t h at L C F w as n ot a l e giti m at e o p er ati o n.  

 
1 8 5 4.  Mr R uss ell -M ur p h y  d eli b er at el y r efr ai n e d t hr o u g h o ut t hi s p eri o d fr o m r ai si n g i n q uiri es 

a b o ut t h e l e n d ers a n d t h e d u e dili g e n c e a cti viti es. A n h o n est p ers o n w h o w as a w ar e of 
t h e w a y t h e b o n ds w er e b ei n g s ol d t o t h e p u bli c w o ul d h a v e w a nt e d t o u n d erst a n d t h e 
st e ps t h at w er e b ei n g t a k e n t o ass ess  b orr o w ers. I fi n d t h at h e h a d bli n d -e y e k n o wl e d g e 
fr o m t h e e n d of D e c e mb er 2 0 1 5 at t h e l at est t h at t h es e r e pr es e nt ati o ns w er e f als e.  

 
1 8 5 5.  T h e n e xt s et of r e pr es e nt ati o ns c o n c er ns l e n di n g t o n u m er o us u n c o n n e ct e d S M Es. 

 
1 8 5 6.  Mr R uss ell -M ur p h y  k n e w t h at L C F w as r e pr es e nti n g t o b o n d h ol d ers t h at it w as e n g a g e d 

i n l e n di n g t o t h e S M E m ar k et. I fi n d t h at h e u n d er st o o d t h at L C F w as t h er e b y gi vi n g t h e 
i m pr essi o n t h at it w as l e n di n g t o n u m er o us, u n c o n n e ct e d, ar m’s l e n gt h b orr o w ers. H e 
k n e w t h at S A F E w as a ct u all y l e n di n g t o c o m p a ni es ass o ci at e d wit h Mr H u m e -K e n d all  
a n d Mr G ol di n g  a n d n o b o d y els e . I fi n d t h at Mr R uss ell -M ur p h y  k n e w t h at L C F, as t h e 
s a m e c o m p a n y as S A F E a n d o p er at e d b y t h e s a m e i n di vi d u als, w o ul d c o nti n u e l e n di n g 
f u n ds t o c o n n e ct e d b orr o w ers, s u c h t h at h e k n e w t h at t h e r e pr es e nt ati o ns w o ul d c o nti n u e 
t o b e f als e fr o m its i n c e pti o n. 

 
1 8 5 7.  Mr R uss ell -M ur p h y  als o k n e w t h at Mr T h o ms o n  w as n ot willi n g  t o pr o vi d e  i nf or m ati o n 

a b o ut L C F’s l o a n b o o k, s u c h as t h e a v er a g e l o a n si z e.  
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1 8 5 8.  Mr R uss ell -M ur p h y d eli b er at el y a v oi d e d as ki n g q u esti o ns a b o ut t hi s b e c a us e h e 
pr ef err e d n ot t o c o nfir m w h at h e s us p e ct e d.  

 
1 8 5 9.  I fi n d t h at Mr R uss ell -M ur p h y  h a d ( at l e ast) bli n d -e y e k n o wl e d g e t h at L C F’s 

r e pr es e nt ati o ns a b o ut u n c o n n e ct e d b orr o w ers w a s f als e b y t h e e n d of D e c e m b er 2 0 1 5, 
f or t h e s a m e r e as o ns as a p pl y t o t h e S ur g e D ef e n d a nts (s e e [1 7 5 2 ] a b o v e). If t hi s is wr o n g, 
h e h a d s u c h k n o wl e d g e b y 2 5 J a n u ar y 2 0 1 6  w h e n Ms V e n n’s e m ail e x pl ai n e d t o Mr 
R uss ell -M ur p h y  ( al o n g wit h Mr C ar el ess ) t h at: (i) Mr T h o ms o n , w h o ost e nsi bl y r a n L C F, 
h a d e x pl ai n e d t h at all of L C F’s l o a ns w er e c o n n e ct e d t o Mr G ol di n g , w h o ulti m at el y r a n 
L C F; a n d (ii) Mr T h o ms o n  r e g ar d e d t hi s as s e nsiti v e i nf or m ati o n a n d di d n ot w a nt it t o 
b e c o m m u ni c at e d i n writi n g.  

 
1 8 6 0.  I n a n y e v e nt, f or t h e s a m e r e as o ns as a p pl y t o t h e S ur g e D ef e n d a nts, I fi n d Mr R uss ell -

M ur p h y  h a d a ct u al k n o wl e d g e of t h e f alsit y of t h e s e r e pr es e nt ati o ns b y  J ul y 2 0 1 6 .  
 

1 8 6 1.  Mr R uss ell -M ur p h y  als o k n e w t h at t h e a c c o u nts pr e p ar e d b y E Y i n F e br u ar y 2 0 1 8 di d 
n ot pr o vi d e a n y ass ur a n c e . Mr R uss ell -M ur p h y  k n e w (i n cl u di n g as a s al es dir e ct or of 
S ur g e ) a b o ut t h e pr o bl e ms a n d i n c o nsist e n ci es r e g ar di n g L C F’s s e c urit y a n d l o a ns w hi c h 
h a d b e e n cir c ul at e d a m o n g S ur g e 's st aff, a n d t h at t h e r e v el ati o n t h at L C F o nl y l o a n e d t o 
1 1 b orr o w ers f alsifi e d t h e r e pr es e nt ati o ns w hi c h S ur g e  h a d b e e n m a ki n g o n b e h alf of 
L C F .  

 
1 8 6 2.  Mr R uss ell -M ur p h y  als o h a d a ct u al k n o wl e d g e i n F e br u ar y 2 0 1 8 t h at t h e s e 

r e pr es e nt ati o ns w er e  f als e as a r es ult of a c o nf er e n c e c all wit h Mr T h o ms o n  a n d Ms V e n n , 
i n w hi c h Mr T h o ms o n  c o nfir m e d t h e r e pr es e nt ati o n t o b e f als e, o n a c c o u nt of L C F 
l e n di n g o nl y t o 7 b orr o w ers. 

 
1 8 6 3.  Mr R uss ell -M ur p h y  h a d f urt h er a ct u al k n o wl e d g e b y at l e ast A u g ust 2 0 1 8 t h at L C F w as 

a v e hi cl e f or l e n di n g t o Mr H u m e -K e n d all  a n d Mr G ol di n g , as a r es ult of his i n v ol v e m e nt 
wit h L C F 2, b e c a us e , i n t h at c o nt e xt, h e h a d e x pl ai n e d t o ot h ers t h at L C F 2 “ n e e ds t o 
iss u e a l o a n t o S H K/ S G pri or t o g oi n g li v e ”, i. e. l e n di n g t o Mr H u m e -K e n d all  a n d Mr 
G ol di n g  w as i n n at ur e of L C F’s a cti viti es a n d w as b ei n g r e pli c at e d f or L C F 2  (s e e [1 7 5 1 ] 
a b o v e) . 

 
1 8 6 4.  T h e Cl ai m a nts n e xt r eli e d o n t h e mis r e pr es e nt ati o ns a b o ut L C F’s l o a n a gr e e m e nts. T h e y 

all e g e d t h at Mr R uss ell -M ur p h y  k n e w t h at t h er e w er e n o writt e n l o a n a gr e e m e nts. T his 
w as ess e nti all y b as e d o n his k n o wl e d g e t h at L C F w as pr e p ar e d t o dis b urs e a m o u nt s 
ori gi n all y t o hi ms elf a n d l at er t o S ur g e  wit h o ut  a n a gr e e m e nt. T his all e g ati o n is n ot m a d e 
o ut  f or t h e s a m e r e as o ns as gi v e n a b o v e f or t h e S ur g e D ef e n d a nts . M or e o v er, L C F h a d 
e nt er e d s o m e l o a n a gr e e m e nts wit h s o m e of it s b orr o w ers a n d o n e c a n n ot i nf er t h at Mr 
R uss ell -M ur p h y  k n e w t h at L C F h a d n ot e nt er e d writt e n l o a n a gr e e m e nts wit h b orr o w ers.  

 
1 8 6 5.  T h e n e xt s et of r e pr es e nt ati o ns c o n c er n s t h e st at e m e nt t h at G S T w as a n i n d e p e n d e nt 

s e c urit y tr ust e e . Mr R uss ell -M ur p h y  r e c ei v e d t h e e m ail fr o m Mr P artri d g e i n M a y 2 0 1 6. 
F or t h e s a m e r e as o ns as ar e gi v e n i n r el ati o n t o t h e S ur g e D ef e n d a nts at [ 1 7 6 9 ] a b o v e, I 
fi n d t h at b y t h e e n d of M a y 2 0 1 6 Mr R uss ell -M ur p h y  h a d a ct u al k n o wl e d g e of t h e 
c o n n e cti o ns b et w e e n L C F ’s b orr o w ers a n d G S T  a n d t h at L C F w as mi sr e pr es e nti n g t h e 
r ol e of G S T t o b o n d h ol d ers.  
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1 8 6 6.  T h e n e xt s et of r e pr es e nt ati o ns c o n c er ns L C F’s b u si n ess m o d el . Mr R uss ell -M ur p h y  h a d 
t h e s a m e i nf or m ati o n a b o ut t h es e m att ers as t h e S ur g e D ef e n d a nts. F or r e a s o ns gi v e n i n 
[1 7 7 9 ] a b o v e , I fi n d t h at Mr R uss ell -M ur p h y  k n e w fr o m J ul y 2 0 1 5 at t h e l at est t h at t h e 
b usi n ess of L C F w as u ns ust ai n a bl e  b e c a us e it c o ul d n ot b ot h p a y a c o m missi o n of 2 5 % 
a n d m a k e s uffi ci e nt i n c o m e t o r e p a y b o n d h ol d ers t h e pr o mis e d r at es of r et ur n. T h o u g h 
h e di d n ot r e c ei v e Mr P artri d g e’s e m ail of 2 4 J ul y 2 0 1 5, Mr R uss ell -M ur p h y w as a n 
e x p eri e n c e d i n v est m e nt a d vis or a n d I fi n d it pr o b a bl e t h at h e h a d t h e s a m e c o n c er n s as 
Mr P artri d g e arti c ul at e d t h er e. I fi n d t h at h e h a d a t ar g et e d s us pi ci o n t h at t h e c o m missi o n 
w as u ns ust ai n a bl e a n d h e d eli b er at el y r efr ai n e d fr o m m a ki n g t h e i n q uiri es a n h o n est 
p ers o n w o ul d h a v e m a d e a b o ut t h e b usi n ess m o d el. T his w as b e c a us e h e di d n ot w a nt t o 
c o nfir m w h at h e s us p e ct e d; h e w a nt e d i nst e a d t o c arr y o n e ar ni n g p ot e nti all y h u g e 
c o m missi o ns hi m s elf.  

 
1 8 6 7.  T h e Cl ai m a nt h a v e  n ot , h o w e v er , est a blis h e d t h at Mr R uss ell -M ur p h y  h a d k n o wl e d g e 

t h at t h e i nt er est r at es c h ar g e d b y L C F (t a k e n o n t h eir o w n) r e n d er e d t h e b usi n ess m o d el 
u ns ust ai n a bl e. T h e r e as o ns ar e t h e s a m e as t h os e gi v e n a b o v e f or t h e S ur g e D ef e n d a nts.  

 
1 8 6 8.  I als o r e a c h t h e s a m e c o n cl usi o ns f or Mr R uss ell -M ur p h y  as f or t h e S ur g e D ef e n d a nts i n 

r el ati o n t o t h e r e pr es e nt ati o ns a b o ut I S A st at us : s e e [1 7 8 3 ] a b o v e. As a m att er of f a ct , b y 
D e c e m b er 2 0 1 7 , Mr R us s ell -M ur p h y  k n e w t h at t h er e w as at l e ast a r e al ris k t h at w h at 
w as b ei n g s ai d t o i n v est ors w as u ntr u e: i. e. t h e y w er e b ei n g t ol d f als el y t h at b o n ds w o ul d 
attr a ct I S A pr ot e cti o n. I als o fi n d t h at h e w as m or e i nt er est e d i n l a yi n g a p a p er tr ail t h a n 
g etti n g t o t h e tr ut h . H o w e v er, as wit h t h e S ur g e D ef e n d a nts, n o c a s e b as e d o n 
r e pr es e nt ati o ns a b o ut I S A st at us h as b e e n pl e a d e d .  

 
1 8 6 9.  I h a v e f o u n d t h at L C F als o r e pr es e nt e d t o b o n d h ol d ers t h at it w as a g e n ui n e, l e giti m at e, 

b usi n ess a n d w as a s af e i n v est m e nt. T h e Cl ai m a nt s all e g e t h at Mr R uss ell -M ur p h y  h a d 
a ct u al k n o wl e d g e or at l e ast a t ar g et e d s us pi ci o n t h at t hi s w as n ot tr u e. As wit h t h e S ur g e 
D ef e n d a nts, t his all e g ati o n is c o n v e ni e ntl y a d dr ess e d b y r ef er e n c e t o t h e all e g ati o ns t h at 
t h er e w as F C O B b y r e as o n of t h e o p er ati o n of a  f or m of P o n zi s c h e m e a n d t h e 
mi s a p pr o pri ati o n of ass ets: s e e [ 1 8 7 1 ] t o [1 8 7 9 ] b el o w, r es p e cti v el y. F or t h e r e as o ns 
gi v e n t h er e, I h a v e c o n cl u d e d t h at t h os e all e g ati o ns ar e est a blis h e d  i n p art. F or t h es e 
a d diti o n al r e as o ns , Mr R uss ell -M ur p h y  k n e w or h a d a t ar g et e d s us pi ci o n t h at L C F w as 
n ot a l e giti m at e, s ust ai n a bl e b usi n ess , a n d w a s t h er ef or e b ei n g mi sr e pr es e nt e d t o 
i n v est ors i n t hi s r es p e ct t o o. I fi n d t h at h e t o o k a d eli b er at e d e cisi o n n ot t o as k f urt h er 
q u esti o ns b e c a us e h e di d n ot w a nt t o c o nfir m w h at h e alr e a d y s us p e ct e d i n t h es e r es p e cts.  

 
1 8 7 0.  T h er e w er e als o ot h er r es p e cts i n w hi c h t h e Cl ai m a nts all e g e d t h at Mr R uss ell -M ur p h y  

k n e w t h at t h e b usi n ess w as b ei n g mi sr e pr es e nt e d. I n li g ht of t h e fi n di n gs alr e a d y m a d e, 
it is u n n e c ess ar y t o a d dr e ss e a c h s u c h all e g ati o n h er e. 

 
1 8 7 1.  I t ur n t o t h e all e g ati o n t h at Mr R uss ell -M ur p h y  k n e w t h at L C F w as o p er at e d as a f or m 

of P o n zi s c h e m e.  
 

1 8 7 2.  Mr R uss ell -M ur p h y  w or k e d wit h Mr T h o ms o n , Mr H u m e -K e n d all , a n d Mr G ol di n g  i n 
c o n n e cti o n wit h S A F E . Mr R uss ell -M ur p h y  k n e w t h e t er ms o n w hi c h S A F E pr o p os e d t o 
r ais e f u n ds fr o m i n v est or s, a n d t h at s u ms  p ai d i nt o S A F E w o ul d n ot b e l e nt o ut i n li n e 
wit h w h at w as d es cri b e d i n it s a d v ertisi n g m at eri als, “i e c as h f or Si m o n a n d S p e n c er et c ”.  
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1 8 7 3.  Mr R uss ell -M ur p h y  w as p ai d a c o m missi o n of 2 0 % f or s elli n g S A F E’s b o n ds, w hi c h 
l at er r os e t o 2 5 %. I h a v e f o u n d t h at Mr R uss ell -M ur p h y  h a d bli n d -e y e k n o wl e d g e t h at 
t h e b usi n ess m o d el w as u ns ust ai n a bl e  i n t h at t h er e w as n o u n d erl yi n g b usi n ess c a p a bl e 
of g e n er ati n g t h e r et ur ns n e e d e d t o p a y c o u p o ns a n d r e d e m pti o ns t o b o n d h ol d ers a n d als o 
p a yi n g t h es e h u g e c o m missi o ns.   

 
1 8 7 4.  Mr R uss ell -M ur p h y  als o t h o u g ht t h at Mr G ol di n g  m ai nt ai n e d o v er all c o ntr ol of  L C F . H e 

k n e w t h at t h e f u n ds r ais e d w er e g oi n g t o b e us e d t o f u n d Mr G ol di n g ’s b usi n ess es.  
 

1 8 7 5.  Mr R uss ell -M ur p h y  k n e w t h at L C F w as o p er ati n g i n t h e s a m e w a y as S A F E i n p a yi n g 
c o m missi o n r at es of 2 5 % fr o m n e w i n v es t m e nts, a n d attr a cti n g n e w i n v estm e nts  o n t h e 
b asis of t h e s a m e ost e nsi bl e b usi n ess m o d el. I fi n d t h at Mr R uss ell -M ur p h y  h a d a t ar g et e d 
s us pi ci o n fr o m t h e o uts et of S ur g e’s i n v ol v e m e nt t h at t h e o nl y w a y t h at t h at L C F w o ul d 
b e a bl e t o f u n d p a y m e nt s t o b o n d h ol d ers w as fr o m n e w i n v est ors’ f u n ds. Mr R uss ell -
M ur p h y  k n e w t h at L C F w as pr o vi di n g S ur g e wit h v er y littl e i nf or m ati o n a b o ut it s 
s u p p os e d l e n di n g. H e als o k n e w (s e e a b o v e) t h at L C F w as mi sl e a di n g i n v est ors a b o ut it s 
u n d erl yi n g b usi n ess; a n d t h at t h e 2 5 % c o m missi o ns w er e c o n c e al e d fr o m i n v est ors. I fi n d 
t h at h e k n e w t h at t hi s c o n c e al m e nt of t h e c o m missi o ns w as d eli b er at e, b e c a u s e i n v est ors 
w o ul d h a v e b e e n irr etri e v a bl y p ut off.  I c o n cl u d e t h at Mr R uss ell -M ur p h y  h a d a t ar g et e d 
s us pi ci o n t h at L C F w as b ei n g o p er at e d as a P o n zi s c h e m e i n t h e s e ns e of s u s p e cti n g t h at 
all r et ur ns t o ol d i n v est ors w er e p ai d fr o m f u n ds fr o m n e w o n es a n d h e h a d n o b asi s f or 
t hi n ki n g t h at t h er e w as a n y u n d erl yi n g pr ofit a bl e b usi n ess fr o m w hi c h t h os e r et ur ns w er e 
b ei n g p ai d.  

 
1 8 7 6.  Mr R uss ell -M ur p h y  d eli b er at el y di d n ot m a k e a n y i n q uiri es t o s e e k t o u n d erst a n d h o w 

t h e b usi n ess of L C F w as s ust ai n a bl e or h o w i n v est ors c o ul d b e p ai d fr o m r es o ur c es ot h er 
t h a n n e w i n v est ors’ f u n d s, b e c a us e h e di d n ot w a nt t o c o nfir m his s us pi ci o ns. I c o n cl u d e 
t h at h e h a d bli n d-e y e k n o wl e d g e t h at L C F w as b ei n g o p er at e d as a P o n zi s c h e m e fr o m at 
l e ast t h e e n d of J ul y 2 0 1 5. 

 
1 8 7 7.  I t ur n t o t h e all e g ati o n t h at Mr R uss ell -M ur p h y  k n e w t h at L C F’s f u n ds w er e b ei n g 

mi s a p pr o pri at e d .  
 

1 8 7 8.  I fi n d t h at Mr R uss ell -M ur p h y  k n e w t h at Mr G ol di n g  w as b ei n g p ai d 1 % of gr oss 
b o n d h ol d er f u n ds w hi c h h a d b e e n r e c ei v e d b y L C F i n t h e pr e vi o us m o nt h b y S ur g e . H e 
a ct e d as t h e c o n d uit t o S ur g e  of i n v oi c es fr o m Mr G ol di n g  a n d w as i n v ol v e d i n e m ail a n d 
t e xt c o m m u ni c ati o ns a b o ut t h e n e g oti ati o n of Mr G ol di n g ’s p er c e nt a g e. F or t h e r e as o ns 
s et o ut i n [ 1 8 2 0 ] t o [1 8 2 3 ] a b o v e, I fi n d t h at t hi s w as a mi s a p pr o pri ati o n of L C F’s ass ets; 
a n d t h at Mr R uss ell -M ur p h y  k n e w a b o ut it.  

 
1 8 7 9.  I als o fi n d, f or t h e r e as o n s s et o ut i n [1 8 2 5 ] a b o v e, t h at by at l e ast J ul y 2 0 1 8 Mr R uss ell -

M ur p h y  h a d a ct u al k n o wl e d g e of t h e m e c h a nis ms us e d b y t h os e i n v ol v e d i n L C F t o 
mi s a p pr o pri at e f u n ds, as a r es ult of his k n o wl e d g e of t h e Isl e of Wi g ht d e al. Mr R uss ell -
M ur p h y  p arti ci p at e d a cti v el y i n t hi s pr o p os e d tr a ns a cti o n a n d k n e w t h at it i n v ol v e d t h e 
“ b orr o wi n g ” of s u ms  fr o m L C F, b y a c o n n e ct e d b orr o w er, t hr o u g h a n u n c o m m er ci al 
tr a ns a cti o n, t o g e n er at e p ers o n al pr ofit s f or t h os e b e hi n d L C F, i n cl u di n g Mr G ol di n g .  

 
1 8 8 0.  I h a v e als o c o nsi d er e d w h et h er Mr R uss ell-M ur p h y w as dis h o n est. I n t h e li g ht of m y 

d et ail e d fi n di n gs a b o ut Mr R uss ell -M ur p h y ’s s u bj e cti v e st at e of mi n d, I a m als o s ati sfi e d 
t h at, a p pl yi n g t h e o bj e cti v e t est of dis h o n est y, his c o n d u ct i n c o nti n ui n g t o m ar k et L C F’s 
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b o n ds t o m e m b ers of t h e p u bli c a n d r e c ei v e c o m missi o ns fr o m t h e n e w i n v est m e nts w as 
dis h o n est b y t h e o bj e cti v e st a n d ar ds of or di n ar y d e c e nt p e o pl e.  

 
1 8 8 1.  Mr R uss ell -M ur p h y  a n d G P  ar e t h er ef or e li a bl e f or fr a u d ul e nt tr a di n g. Q u a nt u m is 

a d dr ess e d b el o w.  
 

P arti ci p ati o n a n d k n o wl e d g e of Mr S e d g wi c k ?  
 
1 8 8 2.  Mr S e d g wi c k  c h os e n ot t o gi v e e vi d e n c e. H e u n d erst o o d t h at t his m e a nt t h at his wit n ess 

st at e m e nt c o ul d n ot b e r ef err e d t o a n d t h at it c arri e d t h e ris k of a d v ers e i nf er e n c es  a b o ut 
t h e e vi d e n c e h e w o ul d h a v e b e e n a bl e t o gi v e. As alr e a d y st at e d, I c o n cl u d e t h at t h e c o urt 
s h o ul d dr a w s u c h i nf er e n c es.  
 

1 8 8 3.  Mr S e d g wi c k  w as a l o n gst a n di n g ass o ci at e of Mr H u m e -K e n d all  a n d Mr G ol di n g . H e 
a ct e d as a s oli cit or f or t h e L o n d o n Gr o u p. H e als o a ct e d i n c o n n e cti o n wit h v ari o us 
p ers o n al aff airs of Mr H u m e -K e n d all  a n d Mr G ol di n g . He w as als o i n v ol v e d i n 
i n v est m e nt tr a ns a cti o ns wit h Mr H u m e -K e n d all  a n d Mr G ol di n g  b ef or e L C F , i n cl u di n g 
t h e S a n ct u ar y  s c h e m e .  

 
1 8 8 4.  D et ail e d fi n di n gs ar e m a d e a b o v e s h o wi n g t h at Mr S e d g wi c k  w as i n v ol v e d i n t h e 

b a c k d ati n g of n u m er o us tr a ns a cti o n al d o c u m e nts. T his w as d o n e t o c o n c e al t h e tr u e 
p ositi o n fr o m t h e a u dit ors  of L C F a n d t hir d p arti e s . H e w as als o i n v ol v e d i n pr o d u ci n g 
a n d b a c k d ati n g t h e all e g e d J ul y 2 0 1 5 M O U a n d S P A. I fi n d t h at t his w as d o n e t o e n a bl e 
Mr T h o ms o n  a n d ot h ers t o mi sl e a d t h e F C A (aft er t h e cl os ur e of L C F’s b usi n ess at t h e 
e n d of 2 0 1 8 ) a b o ut t h e r e c ei pt s b y Mr T h o ms o n of s u ms d eri v e d fr o m L C F. D es pit e his 
pr of essi o n al p ositi o n as a s oli cit or, Mr S e d g wi c k  w as t h er ef or e pr e p ar e d t o pr o d u c e f als e 
d o c u m e nts.   

 
1 8 8 5.  D et ail e d fi n di n gs h a v e b e e n m a d e a b o v e c o n c er ni n g t h e i n v ol v e m e nt a n d p arti ci p ati o n 

of Mr S e d g wi c k  w h o p arti ci p at e d i n t h e L a k e vi e w S P A,  t h e El ysi a n S P A, t h e Pri m e S P A, 
t h e L P E S P A, a n d t h e L P T S P A. Mr S e d g wi c k  w as c e ntr all y i nstr u m e nt al i n d esi g ni n g 
a n d dr afti n g e a c h of t h os e S P As. I h a v e d e ci d e d i n r es p e ct of e a c h of t h os e tr a ns a cti o ns 
t h at it w as n ot a g e n ui n e c o m m er ci al s al e b ut w as d esi g n e d t o j ustif y t h e c h a n n elli n g of 
p a y m e nts fr o m L C F t o t h e f o ur i n di vi d u al d ef e n d a nts a n d ot h ers , a n d t h at Mr S e d g wi c k  
k n e w t hi s : s e e [5 0 8 ] a b o v e, f or t h e L a k e vi e w S P A  a n d it s v ari a nts ; [5 6 7 ] a b o v e , f or t h e 
El ysi a n S P A; [6 3 0 ] a b o v e , f or t h e Pri m e S P A; [ 6 9 7 ] a b o v e , f or t h e L P E S P A; a n d [ 7 2 7 ] 
a b o v e , f or t h e L P T S P A .  

 
1 8 8 6.  N u m er o us as p e cts of t h e s e tr a ns a cti o ns  s h o w e d  t he m t o b e u n c o m m er ci al  a n d artifi ci al . 

T h es e i n cl u d e d t h at  t h e u n d erl yi n g ass ets w er e s eri o usl y o v er v al u e d; t h e pri c es w er e 
u ns u p p ort a bl e; t h er e w er e n o r e al n e g oti ati o n s ; a n d t h e b u y ers di d n ot i nstr u ct 
i n d e p e n d e nt a d vis ers. Mr S e d g wi c k  k n e w all t h es e t hi n gs. H e als o k n e w t h at t h e s al es 
w er e f u n d e d b y l o a ns fr o m L C F a n d t h at t h e s al es l e d t o t e ns of milli o ns of p o u n ds b ei n g 
tr a nsf err e d t o t h e f o ur i n di vi d u als; i n ot h er w or ds t h at m o n e y w o ul d fl o w fr o m L C F t o 
th e f o ur of t h e m  ( a n d ot h ers): s e e e. g.  [5 9 7 ] a n d [ 6 1 4 ] a b o v e .  

 
1 8 8 7.  O t h er si g nifi c a nt fi n di n g s c o n c er ni n g Mr S e d g wi c k  i n cl u d e t h e f oll o wi n g: 

i. Mr S e d g wi c k  di d n ot b eli e v e t h at L O G h a d v ali dl y assi g n e d it s ri g hts a g ai nst 
Atl a nti c P etr ol e u m t o Atl a nti c P etr ol e u m S u p p ort Li mit e d: s e e [ 5 4 3 ] a b o v e. 
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ii. Mr S e d g wi c k  k n e w t h at t h e G R P s u bsi di ari es ’ f a ciliti es w er e s eri o usl y u n d er-
s e c ur e d: s e e  [5 7 4 ] a b o v e. 

iii. Mr S e d g wi c k  s u g g est e d bri n gi n g C V R es orts wit hi n t h e L a k e vi e w S P A b y f als el y 
pr et e n di n g t h at it h a d b e e n a s u bsi di ar y of L C C L at a d at e w h e n t h at w as n ot t h e 
c as e: s e e [4 7 1 ] a b o v e. 

i v. Mr S e d g wi c k  dr aft e d f als el y b a c k d at e d a gr e e m e nts b et w e e n L O G a n d L P E 
E nt er pris es i n J a n u ar y 2 0 1 9 t o misl e a d t h e b o ar d of L O G t h at t h e tr a ns a cti o ns h a d 
b e e n e nt er e d  i nt o i n J u n e 2 0 1 8. Mr S e d g wi c k k n e w t h at t h e b o ar d w as b ei n g mi sl e d 
b e c a us e h e att e n d e d a m e eti n g i n F e br u ar y 2 0 1 9 at w hi c h t h e iss u e w as dis c uss e d: 
s e e [6 7 8 ] a b o v e. 

1 8 8 8.  I fi n d t h at as a r es ult of t h e c o n d u ct s et o ut a b o v e: (i) Mr S e d g wi c k  f urt h er e d a n d 
f a cilit at e d L C F’s fr a u d ul e nt tr a di n g; a n d (ii) Mr S e d g wi c k  p arti ci p at e d i n a n d f urt h er e d 
t h e tr a ns a cti o ns b et w e e n L o n d o n Gr o u p c o m p a ni es, as w ell as b et w e e n L o n d o n Gr o u p 
c o m p a ni es a n d L C F, w hi c h i n e a c h c as e pr o vi d e d t h e o c c asi o n f or L C F’ s fr a u d ul e nt 
tr a di n g. 

 
1 8 8 9.  I n t hi s r e g ar d, th e d et ail e d fi n di n gs c o nt ai n e d e arli er i n t h e j u d g m e nt est a bli s h t h at Mr 

S e d g wi c k  w as c e ntr all y i n v ol v ed i n cr e ati n g a n d i m pl e m e nti n g a s eri es of artifi ci al, 
u n c o m m er ci al tr a ns a cti o ns, w hi c h  w er e d esi g n e d a n d us e d t o c h a n n el f u n ds fr o m L C F 
t o t h e first f o ur i n di vi d u al D ef e n d a nts a n d ot h er s. T h es e tr a ns a cti o ns w er e i nti m at el y 
c o n n e ct e d wit h t h e b usi n ess of L C F i n t h at t h e  a m o u nt s dr a w n d o w n b y t h e v ari o us 
b orr o w ers u n d er t h e m w er e a p pli e d i n m a ki n g p a y m e nts u n d er t h e tr a ns a cti o ns. 
M or e o v er , m a n y of t h e ass ets o v er w hi c h s e c urit y w as s u p p os e dl y gi v e n t o L C F i n r et ur n 
f or s u c h l e n di n g w er e  s u p p os e dl y a c q uir e d b y t h e b orr o wi n g c o m p a ni es u n d er t h os e 
tr a ns a cti o ns. T h e l e n di n g w o ul d n ot h a v e h a p p e n e d b ut f or t h e S P As. I a m s ati sfi e d t hat 
Mr S e d g wi c k ’s i n v ol v e m e nt i n t h e cr e ati o n a n d i m pl e m e nt ati o n of t h e tr a ns a cti o ns, 
i n cl u di n g t h e pr o c ess b y w hi c h t h e pr o c e e ds of t h e S P As wer e  distri b ut e d t o t h e ot h er 
D ef e n d a nts, c o nstit ut es p arti ci p ati o n i n t h e F C O B b y L C F.  

 
1 8 9 0.  Mr S e d g wi c k als o r e c ei v e d p a y m e nts w hi c h w er e ulti m at el y f u n d e d b y L C F a n d p ai d 

t hr o u g h v ari o us c o m p a ni es i n cl u di n g L o n d o n Gr o u p c o m p a ni es, S a n ds E q uit y a n d L V 
M a n a g e m e nt. T h e p arti es h a v e a gr e e d t h at p a y m e nts of £ 5 5 9, 7 8 1 w er e m a d e. T h e 
Cl ai m a nts h a v e i d e ntifi e d f urt h er p a y m e nts bri n gi n g t h e t ot al t o £ 7 7 9, 6 4 3, o n w hi c h Mr 
S e d g wi c k  h as n ot c o m m e nt e d.  I a m s ati sfi e d t h at t h e r e c ei pt of t h es e s u ms  is c a p a bl e of 
c o nstit ut i n g p arti c i pati o n i n t h e F C O B b y L C F  ( s u bj e ct t o t h e el e m e nt of k n o wl e d g e, 
a d dr ess e d b el o w) . Mr S e d g wi c k  c o nt e n d e d t h at h e r e c ei v e d t h es e s u ms f or g o o d 
c o nsi d er ati o n, i . e., t h e e xt e nsi v e l e g al w or k h e u n d ert o o k f or t h e L o n d o n Gr o u p a n d 
ot h ers  a n d t h at t hi s c a n n ot a m o u nt t o p arti ci p ati o n . I r ej e ct t h at ar g u m e nt. T h e f a ct t h at 
c o nsi d er ati o n m a y b e gi v e n f or p a y m e nts fr o m a c o m p a n y w h er e t h er e is F C O B d o es n ot 
pr e v e nt t h e r e c ei pt a m o u nti n g t o p arti ci p ati o n ; as t h e c as es s h o w, a cr e dit or m a y 
p arti ci p at e b y r e c ei vi n g m o n e y fr o m a c o m p a n y w h er e t h e cr e dit or k n o ws t h at it 
r e pr es e nts t h e pr o c e e ds of t h e fr a u dul e nt  tr a di n g. 

 
1 8 9 1.  I t ur n n e xt t o t h e iss u e w h et h er Mr S e d g wi c k h a d t h e r e q uir e d k n o wl e d g e.  

 
1 8 9 2.  As j ust e x pl ai n e d, Mr S e d g wi c k  w as a w ar e t h at t h e F C O B b y L C F i n cl u d e d l e n di n g t o 

c o m p a ni es w hi c h a p pli e d t h e l o a ns t o m a k e p a y m e nts t o t h e f o ur i n di vi d u als ( a n d s o m e 
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ot h ers) u n d er t h e fi v e S P As.  I h a v e f o u n d t h at he k n e w t h at t h es e tr a ns a cti o ns w er e 
artifi ci al c o ntri v a n c es s p e cifi c all y d esi g n e d t o e n a bl e s u ms  t o b e c h a n n ell e d, wit h o ut 
pr o p er j ustifi c ati o n, t o t h e f o ur i n di vi d u als a n d ot h ers. T h e i n e vit a bl e r es ult of t h e 
tr a ns a cti o ns w as t h at L C F’s l e n di n g w o ul d a d v a n c e it s ass ets t o t h os e c o m p a ni es a n d 
w o ul d b e c o m e  v er y s eri o usl y u ns e c ur e d . T his w o ul d n e c ess aril y j e o p ar dise  t h e e c o n o mi c 
i nt er ests of t h e b o n d h ol d ers. F or t h es e r e as o ns, I c o n cl u d e t h at Mr S e d g wi c k  k n e w t h at 
t h er e w as F C O B b y L C F (fr o m at l e ast t h e d at es of e a c h of t h e S P As r es p e cti v el y). 

 
1 8 9 3.  I als o fi n d t h at Mr S e d g wi c k  k n e w t h at L C F w as di s h o n estl y mi sr e pr es e nti n g it s b usi n ess 

t o b o n d h ol d ers i n a n u m b er of r es p e cts. 
 

1 8 9 4.  Mr S e d g wi c k  k n e w t h e c o nt e nts of t h e lit er at ur e b y w hi c h s u ms  w er e r ais e d fr o m 
pr os p e cti v e b o n d h ol d ers b y S A F E , w hi c h w as l at er r e br a n d e d as L C F. I fi n d t h at h e w as 
a w ar e of t h e t er ms of L C F’s m ar k eti n g lit er at ur e.  H e w as dir e ctl y i n v ol v e d i n s o m e of 
t h e e arl y v ersi o ns, a n d I fi n d it m or e pr o b a bl e t h a n n ot  (gi v e n t h e e xt e nt of his o v er all 
i n v ol v e m e nt i n t h e aff air s of t h e L o n d o n Gr o u p) t h at h e r e a d t h e v ari o us v ersi o ns of t h e 
I Ms as t h e y w er e p u bli s h e d. T o t h e e xt e nt t h at t h e r e pr es e nt ati o ns w e nt b e y o n d t h e  
e x pr ess w or ds us e d, I fi n d t h at h e u n d erst o o d t h e r e pr es e nt ati o ns t o i n cl u d e t h os e 
i m pli c ati o ns. T h e i m pli c ati o ns I h a v e f o u n d t o b e i n cl u d e d i n t h e st at e m e nts w er e o b vi o us 
a n d t h er e is n o r e as o n t o t hi n k t h at Mr S e d g wi c k  di d n ot u n d erst a n d t h e m i n t h at s e ns e.  
 

1 8 9 5.  M or e o v er , Mr S e d g wi c k  w as i n v ol v e d i n t h e pr e p ar ati o n of a dr aft e x cl usi vit y a gr e e m e nt 
b et w e e n Mr H u m e -K e n d all , Mr G ol di n g , Mr C ar el ess  a n d Mr R uss ell -M ur p h y  i n 
F e br u ar y 2 0 1 6 , w hi c h  r ef err e d t o t h e r aisi n g of s u ms  b y L C F i n m at eri all y t h e s a m e w a y 
it h a d r ais e d t h e m f or S A F E . Mr S e d g wi c k  t h us h a d  a ct u al k n o wl e d g e of t h e m e a ns b y 
w hi c h L C F w as r aisi n g s u ms  fr o m pr os p e cti v e b o n d h ol d ers: s e e [3 3 6 ff] a b o v e . 

 
1 8 9 6.  I fi n d t h at Mr S e d g wi c k  k n e w t h at t h e r e pr es e nt ati o ns m a d e b y L C F w er e f al s e  i n s e v er al 

r es p e cts.  
 

1 8 9 7.  First,  I fi n d t h at Mr S e d g wi c k  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut it s d u e dili g e n c e 
i nt o b orr o w ers w er e f als e: 

i. Mr S e d g wi c k  k n e w t h at n o fi n a n ci al d u e dili g e n c e w as b ei n g c o n d u ct e d o n L C F’s 
b orr o w ers, or w o ul d e v er b e c o n d u ct e d o n L C F’s b orr o w ers, b e c a us e L C F’s 
b orr o w ers w er e all c o n n e ct e d wit h t h e L o n d o n Gr o u p  (f or w hi c h h e w as t h e 
l a w y er).  

ii. Mr S e d g wi c k  k n e w t h at L C F  di d n ot i n f a ct u n d ert a k e d u e dili g e n c e. H e k n e w , f or 
i nst a n c e, t h at L & T D h a d d ef a ult e d i n fili n g it s a c c o u nts a n d e x c e e d e d it s f a cilit y 
li mit, a n d t h at L C F w as p art y t o t h e cr e ati o n of d o c u m e nts w h os e p ur p os e w as t o 
gi v e t h e f als e i m pr essi o n t h at n eit h er of t h es e t hi n gs h a d t a k e n pl a c e : s e e [4 9 3 ] t o 
[4 9 5 ] a b o v e.  

iii. Mr S e d g wi c k  k n e w t h at t h e “s u p p ort c o m p a ni es ” w er e n e wl y i n c or p or at e d, h a d n o 
ass ets a n d n o b usi n ess,  a n d w o ul d n e v ert h el ess t a k e o v er d e bt o w e d t o L C F : s e e 
[5 5 2 ] a b o v e.  

1 8 9 8.  S e c o n d, I fi n d t h at Mr S e d g wi c k  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut l e n di n g t o 
n u m er o us ar m’s l e n gt h b orr o w ers o n c o m m er ci al t er ms w er e f als e:  
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i. Mr S e d g wi c k  k n e w t h at t h e L o n d o n Gr o u p w as b e n efi ci all y o w n e d b y Mr 
T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g .  

ii. Mr S e d g wi c k  k n e w a b o ut t h e t er ms of t h e G ol di n g -S H K A gr e e m e nt, w hi c h st at e d 
t h at L C F w as t o b e r es p o nsi bl e f or all f u n dr aisi n g f or L o n d o n Tr a di n g ( a n d it s 
gr o u p of c o m p a ni es) . Mr S e d g wi c k  k n e w t h es e w er e c o n n e ct e d t o Mr H u m e -
K e n d all  a n d Mr G ol di n g . Mr S e d g wi c k  als o k n e w fr o m t h e dr aft e x cl usi vit y 
a gr e e m e nt of F e br u ar y 2 0 1 6 ( w hi c h h e dr aft e d) t h at L C F w as i n r e alit y a v e hi cl e 
f or r aisi n g f u n ds f or c o m p a ni es ass o ci at e d wit h Mr H u m e -K e n d all  a n d Mr G ol di n g : 
s e e [3 3 6 ff] a b o v e.  

iii. Mr S e d g wi c k  k n e w of t h e a m o u nt of l e n di n g b y L C F t o t h e L o n d o n Gr o u p 
c o m p a ni es a n d ot h er e ntiti es ass o ci at e d wit h Mr H u m e -K e n d all  a n d Mr G ol di n g . I 
fi n d o n t h e b al a n c e of pr o b a biliti es t h at h e k n e w L C F h a d n o ot h er l e n di n g.  

i v. H e n c e , Mr S e d g wi c k  k n e w t h at, r at h er t h a n b ei n g i n t h e b usi n ess of l e n di n g f u n ds  
o n ar m’s l e n gt h t er ms t o b orr o w ers  i n t h e S M E m ar k et, L C F w as i n tr ut h a f u n d -
r ais er f or Mr H u m e -K e n d all  a n d Mr G ol di n g ’s v e hi cl es.  

1 8 9 9.  T hir d, I fi n d t h at Mr S e d g wi c k  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut it al w a ys h a vi n g 
l o a n a gr e e m e nts i n pl a c e b ef or e l e n di n g w er e f als e: 

i. Mr S e d g wi c k  k n e w t h e cir c u mst a n c es i n w hi c h L C F e nt er e d i nt o l o a n a gr e e m e nts 
wit h c o n n e ct e d b orr o w er s.  

ii. Mr S e d g wi c k  k n e w b y at l e ast 2 0  J a n u ar y 2 0 1 6 t h at L & T D h a d alr e a d y b orr o w e d 
fr o m L C F wit h o ut h a vi n g a n y f a cilit y a gr e e m e nt i n pl a c e a n d k n e w t h at t h e f a cilit y 
a gr e e m e nt l at er p ut i n pl a c e w as b a c k d at e d i n or d er t o c o n c e al t his f a ct.  

iii. Mr S e d g wi c k  k n e w t h at n e w s u ms  l o a n e d fr o m L C F i n c o n n e cti o n wit h t h e Pri m e 
S P A w o ul d n ot b e l o a n e d t o Pri m e R D L b ut w o ul d b e di v ert e d t o L o n d o n Gr o u p 
L L P  or G A D ( w hi c h w as c o ntr oll e d b y Mr S e d g wi c k ).  

i v. Mr S e d g wi c k  k n e w t h at L C F h a d l o a n e d f u n ds t o L O G wit h o ut a f a cilit y a gr e e m e nt 
i n pl a c e a n d t h at t h e f a cilit y a gr e e m e nt l at er p ut i n pl a c e w as b a c k d at e d i n or d er t o 
c o n c e al t his f a ct.  

1 9 0 0.  F o urt h, I fi n d t h at Mr S e d g wi c k  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut t h er e b ei n g a n 
i n d e p e n d e nt s e c urit y tr ust e e w er e f als e. As e x pl ai n e d a b o v e, Mr S e d g wi c k  o w n e d a n d 
c o ntr oll e d G S T. Mr S e d g wi c k  h a d s et it u p . Mr S e d g wi c k  k n e w t h at G S T w as n ot 
i n d e p e n d e nt of L C F ’s b orr o w ers: (i) Mr S e d g wi c k  k n e w t h at h e w as t h e s oli cit or 
i nstr u ct e d t o a ct o n b e h alf of m a n y of L C F’s c o n n e ct e d b orr o w ers, i. e. c o m p a ni es i n t h e 
L o n d o n Gr o u p; a n d (ii) Mr S e d g wi c k  w as als o t h e c o m p a n y s e cr et ar y of m a n y c o n n e ct e d 
b orr o w ers. Mr S e d g wi c k  w as cl e arl y n ot i n d e p e n d e nt of t h e b orr o w ers.  
 

1 9 0 1.  Fift h, I fi n d t h at Mr S e d g wi c k  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut it b ei n g a g e n ui n e, 
l e giti m at e, b usi n ess a n d a s af e i n v est m e nt w er e f als e . T his all e g ati o n is c o n v e ni e ntl y 
a d dr ess e d b y r ef er e n c e t o t h e all e g ati o ns t h at t h er e w as F C O B b y r e as o n of t h e o p er ati o n  
of t h e  P o n zi s c h e m e a n d t h e mis a p pr o pri ati o n of a ss ets: s e e [1 9 0 3 ] t o [1 9 0 5 ] a n d [ 1 9 0 6 ] 
b el o w , r es p e cti v el y. F or t h e r e as o ns gi v e n t h er e, I h a v e c o n cl u d e d t h at t h os e all e g ati o ns 
ar e est a blis h e d i n p art. F or t h es e a d diti o n al r e as o ns , Mr S e d g wi c k  k n e w or h a d a t ar g et e d 
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s us pi ci o n t h at L C F w as n ot a l e giti m at e, s ust ai n a bl e b usi n ess a n d w as t h er ef or e b ei n g 
mi sr e pr es e nt e d t o i n v est ors i n t hi s r es p e ct t o o. I fi n d t h at h e t o o k a d eli b er at e d e cisi o n 
n ot t o as k f urt h er q u esti o ns b e c a us e h e di d n ot w a nt t o c o nfir m w h at h e alr e a d y  s us p e ct e d 
i n t h es e r es p e cts. 

 
1 9 0 2.  Si xt h, I fi n d t h at Mr S e d g wi c k  k n e w t h at L C F’s r e pr es e nt ati o ns a b o ut t h e v al u e of it s 

s e c urit y w er e f als e . F or t h e d et ail e d r e as o ns gi v e n a b o v e: 

i. Mr S e d g wi c k  k n e w t h at T h e Hill w as w ort hl ess as s e c urit y f or a n y l e n di n g b y L C F, 
b e c a us e (i) t h e i nt er est i n T h e Hill w as h el d o n tr ust f or El C u p e y f or t h e b e n efit of 
t h e S a n ct u ar y i n v est ors, a n d (ii) t h e li a biliti es of t h e S a n ct u ar y i n v est ors w er e c. 
£ 2 3. 5 milli o n . As e x pl ai n e d a b o v e , Mr S e d g wi c k  h a d b e e n cl os el y i n v ol v e d i n 
t h es e m att ers. 

ii. Mr S e d g wi c k  als o k n e w a b o ut t h e t er ms of t h e P ar a dis e B e a c h c o ntr a ct b e c a us e of 
his e xt e nsi v e i n v ol v e m e nt i n a cti n g o n b e h alf of C V R es orts b ot h i n arr a n gi n g t h e 
d e al a n d i n d e ali n g wit h dis p ut es a b o ut d ef a ult o n t h e c o ntr a ct . H e k n e w t h at t h e 
pri c e w as t o o hi g h,  s u c h t h at t h e c o ntr a ct w as n ot a v al u a bl e ass et a n d k n e w t h at 
C V R es orts n e v er a c q uir e d a n y pr o p ert y at P ar a di s e B e a c h.  

iii. Mr S e d g wi c k  k n e w a b o ut t h e pri c e b y w hi c h L a k e vi e w w as a c q uir e d b y L C C L as 
a r es ult of his r ol e i n pr e p ari n g a n d d o c u m e nti n g t h e tr a ns a cti o n o n b e h alf of Mr 
H u m e -K e n d all . Mr S e d g wi c k  k n e w t h at L C C L di d n ot h a v e a n y f u n ds of its o w n 
i n e arl y 2 0 1 3 a n d r e q uir e d fi n a n c e t o c o m pl et e t h e a c q uisiti o n. Mr S e d g wi c k  
t h er ef or e k n e w t h at L C C L w as i n v ol v e d i n d e ali n g wit h t h e T el os i n v est ors a n d 
k n e w a b o ut t h eir p ositi o n . As a r es ult of Mr S e d g wi c k ’s k n o wl e d g e, a n d p ositi o n 
i n r el ati o n t o L C C L, h e w as a w ar e of t h e tr u e v al u e of t h e L a k e vi e w sit e, w hi c h h e 
k n e w w as c o nsi d er a bl y l ess t h a n t h e li a biliti es f or w hi c h it w as t o st a n d as s e c urit y. 

i v. Mr S e d g wi c k  k n e w t h at t h e s e c urit y p ur p ort e dl y pr o vi d e d t o s e c ur e L & T D’s 
b orr o wi n g fr o m L C F w as w ort hl ess a n d t h at L & T D’s li a biliti es t o L C F w er e 
eff e cti v el y u ns e c ur e d.  

v.  Mr S e d g wi c k  k n e w t h at t h e s e c urit y gr a nt e d b y t h e “s u p p ort ” c o m p a ni es w as 
w ort hl ess.  

vi.  Mr S e d g wi c k  k n e w t h at t h er e w as n o a d e q u at e s e c urit y f or t h e li a bilit y o w e d b y 
Atl a nti c P etr ol e u m S u p p ort. H e k n e w t h at t h er e h a d b e e n n o eff e cti v e assi g n m e nt 
of L O G’s ri g hts i n r el ati o n t o Atl a nti c P etr ol e u m t o b e us e d as s e c urit y f or L C F’ s 
l e n di n g.  

1 9 0 3.  I t ur n t o t h e all e g ati o n t h at Mr S e d g wi c k  w as a w ar e t h at L C F w as o p er at e d as a P o n zi 
s c h e m e.  
 

1 9 0 4.  I fi n d t h e f oll o wi n g (s u p p ort e d b y t h e d et ail e d fi n di n gs a b o v e): 

i. Mr S e d g wi c k  k n e w t h at L C F w as b ei n g us e d as a f u n d -r aisi n g v e hi cl e f or e ntiti es 
c o n n e ct e d wit h Mr G ol di n g  a n d Mr H u m e -K e n d all . H e k n e w t h at it h a d m a d e t h e 
mi sr e pr es e nt ati o ns t o t h e p u bli c r ef err e d t o i n [1 8 9 7 ] t o [1 9 0 2 ] a b o v e.  
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ii. B y virt u e of his i n v ol v e m e nt i n t h e S P A tr a ns a cti o ns, Mr S e d g wi c k  w as a w ar e t h at 
v er y si g nifi c a nt a m o u nt s (r u n ni n g i nt o t e ns of milli o ns  of p o u n ds ) w er e p ai d o ut t o 
t h e i n di vi d u al D ef e n d a nts t h e ms el v es –  a n d t h es e a m o u nt s w er e t h er ef or e n o l o n g er 
a v ail a bl e t o t h e b orr o wi n g c o m p a ni es  t o g e n er at e s uffi ci e nt f u n ds t o r e p a y L C F. 

iii. H e k n e w a b o ut t h e arr a n g e m e nt wit h S ur g e f or p a y m e nt of c o m missi o n of 2 5 % of 
gr oss r e c ei pt s.  

i v. As t h e s oli cit or f or t h e b orr o wi n g c o m p a ni es , h e w as a w ar e of t h e n at ur e of t h eir 
b usi n ess. T h e y w er e eit h er ess e nti all y l a n d b a n ks or h el d  i n v est m e nts i n s p e c ul ati v e 
ass ets. As h e k n e w, n o n e of t h e b orr o wi n g c o m p a ni es h a d m a d e or w as a b o ut t o 
m a k e a n y si g nifi c a nt i n c o m e fr o m its o w n a cti viti es.   

v.  H e k n e w (i n cl u di n g fr o m his i n v ol v e m e nt i n t h e S A F E b o n ds) t h at b o n d h ol d ers 
w er e d u e t o b e p ai d i nt er est a n d r e d e m pti o ns.  

vi.  Si n c e h e k n e w t h at n o n e of t h e b orr o wi n g c o m p a ni es w er e g e n er ati n g i n c o m e fr o m 
t h eir o w n r es o ur c es, h e k n e w t h at li a biliti es t o e xisti n g b o n d h ol d ers w er e b ei n g 
p ai d b y L C F fr o m r e c ei pt s fr o m n e w i n v est ors.  

vii.  H e als o k n e w t h at a n y p a y m e nts b y t h e b orr o wi n g c o m p a ni es t o L C F ( b y w a y of 
i nt er est li a biliti es o n t h e l o a ns) w er e f u n d e d b y r e c y cli n g f u n ds p ai d t o t h e 
b orr o w ers b y L C F, d eri v e d fr o m s u c h r e c ei pt s fr o m n e w i n v est ors.  

viii.  Mr S e d g wi c k o w n e d a n d c o ntr oll e d G A D. As e x pl ai n e d a b o v e, t hi s c o m p a n y w as 
i n v ol v e d i n t h e pr o c ess w h er e b y s u ms  w er e r o u n d -tri p p e d fr o m n e w i n v e st ors t o 
L C F t o b orr o w ers a n d b a c k t o L C F t o p a y ol d i n v e st ors. Mr S e d g wi c k arr a n g e d f or 
s o m e of t h e s u ms  r e c ei v e d b y G A D fr o m L C F t o b e p ai d b a c k t o L C F t o e n a bl e it 
t o m a k e p a y m e nts t o b o n d h ol d ers, a n d Mr S e d g wi c k h a d a ct u al k n o wl e d g e fr o m 
at l e ast M a y 2 0 1 8 t h at h e w as p arti ci p ati n g i n t h e r e c y cli n g of s u ms  t hr o u g h G A D. 
Mr S e d g wi c k als o a ct u all y k n e w t h at L C F w as r e c y cli n g s u ms  t hr o u g h L O G fr o m 
at l e ast J ul y 2 0 1 8 o n w ar ds.  T h er e is n ot hi n g t o s u g g est t h at Mr S e d g wi c k w a s 
s ur pris e d t h at t his w as h a p p e ni n g or t h at h e pr ot est e d a g ai nst it. 

1 9 0 5.  O n t h e b asis of t h es e fi n di n gs , I c o n cl u d e t h at at all m at eri al ti m es, Mr S e d g wi c k  h a d (at 
l e ast) a t ar g et e d s us pi ci o n t h at L C F w as o p er ati n g as a P o n zi s c h e m e. H e di d n ot m a k e 
a n y i n q uiri es t o s ati sf y hi m s elf t h at it w as n ot. I fi n d t h at t hi s w as d eli b er at e as Mr 
S e d g wi c k  di d n ot w a nt t o c o nfir m w h at h e s us p e ct e d.  

 
1 9 0 6.  I t ur n t o t h e all e g ati o n t h at Mr S e d g wi c k  k n e w t h at L C F’s ass ets  w er e b ei n g 

mi s a p pr o pri at e d. I h a v e alr e a d y f o u n d t h at Mr S e d g wi c k  k n e w a b o ut t h e us e of t h e fi v e  
S P A tr a ns a cti o ns b y w hi c h v er y s u bst a nti al p arts of t h e s u ms i n v est e d b y b o n d h ol d ers 
w er e c h a n n ell e d fr o m L C F t o Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er , a n d Mr 
G ol di n g  ( a n d ot h ers). I h a v e e x pl ai n e d i n d et ail t h at Mr S e d g wi c k  k n o wi n gl y p arti ci p at e d 
i n e a c h of t h e L a k e vi e w S P A, t h e El ysi a n S P A, t h e Pri m e S P A, t h e L P E S P A, a n d t h e 
L P T S P A . I h a v e f o un d t h at Mr S e d g wi c k  k n e w t h at t h es e w er e u n c o m m er ci al , artifi ci al 
tr a ns a cti o ns w hi c h s er v e d t o c o n c e al t h e i m pr o p er p a y m e nt of  L C F’s ass ets  t o Mr 
T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  i n a gr e e d r ati os. I h a v e s et o ut 
i n d et ail a b o v e t h e b asis o n w hi c h I h a v e f o u n d t h at Mr S e d g wi c k  h a d a ct u al k n o wl e d g e 
of t h e m e a ns b y w hi c h e a c h of t h es e tr a ns a cti o ns w as fr a u d ul e nt a n d w as d esi g n e d t o 
c o n c e al t h e mi s a p pr o pri ati o n of L C F’s ass ets . Mr S e d g wi c k  k n e w t h at t h e s e a cti viti es 
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w er e wr o n g , a n d h e w as pr e p ar e d t o cr e at e dis h o n est a n d mi sl e a di n g d o c u m e nt ati o n i n 
or d er t o c o n c e al t h e r e alit y of w h at w as g oi n g o n.  

 
1 9 0 7.  As alr e a d y e x pl ai n e d, Mr S e d g wi c k als o p arti ci p at e d i n t h e F C O B of L C F b y r e c ei vi n g 

s u ms  vi a L O G. T h es e s u ms w er e ulti m at el y g e n er at e d b y L C F mi s r epr es e nti n g it s 
p ositi o n t o b o n d h ol d ers.  As j ust e x pl ai n e d, I h a v e c o n cl u d e d t h at Mr S e d g wi c k  h a d 
k n o wl e d g e of t h es e mi sr e pr es e nt ati o ns.  H e t h er ef or e k n e w of t hi s f or m of fr a u d ul e nt 
tr a di n g t o o. 

 
1 9 0 8.  Mr S e d g wi c k  is t h er ef or e li a bl e f or fr a u d ul e nt tr a di n g. Q u a nt u m is a d dr ess e d b el o w.  
 
Cl ai m s f o r b r e a c h of di r e ct o rs’ d uti es  

 
D uti es r eli e d o n b y t h e Cl ai m a nts  
 
1 9 0 9.  B y cl osi n gs, t h e Cl ai m a nts r eli e d pri m aril y o n  t h e f oll o wi n g d uti es: 

i. S e cti o n 1 7 1 of t h e C o m p a ni es A ct 2 0 0 6: a dir e ct or of a c o m p a n y m ust ( a) a ct i n 
a c c or d a n c e wit h t h e c o m p a n y’s c o nstit uti o n a n d ( b) o nl y e x er cis e p o w ers f or t h e 
p ur p os es f or w hi c h t h e y ar e c o nf err e d.  

ii. S e cti o n 1 7 2 : a dir e ct or m ust a ct i n t h e w a y t h at h e c o nsi d ers, i n g o o d f ait h, w o ul d 
b e m ost li k el y t o pr o m ot e t h e s u c c ess of t h e c o m p a n y f or t h e b e n efit of it s m e m b ers 
as a w h ol e, h a vi n g r e g ar d t o v ari o us s p e cifi e d m att ers , (i n cl u di n g t h e d esir a bilit y 
of t h e c o m p a n y m ai nt ai ni n g a r e p ut ati o n f or hi g h st a n d ar ds of b usi n ess c o n d u ct). 
B y s u bs e cti o n ( 3) , t h e d ut y i m p os e d b y t h e s e cti o n h as eff e ct s u bj e ct t o a n y 
e n a ct m e nt or r ul e of l a w r e q uiri n g dir e ct ors, i n c ert ai n cir c u mst a n c es, t o c o nsi d er 
t h e i nt er ests of cr e dit ors of t h e c o m p a n y. 

iii. S e cti o n 1 7 7 : if a dir e ct or of a c o m p a n y is i n a n y w a y, dir e ct l y or i n dir e ct l y, 
i nt er este d  i n a pr o p os e d tr a ns a cti o n or arr a n g e m e nt wit h t h e c o m p a n y , h e m ust 
d e cl ar e t h e n at ur e a n d e xt e nt of t h at i nt er est t o t h e ot h er dir e ct ors . 

i v. S e cti o n 1 7 4: a dir e ct or of a c o m p a n y m ust e x er cis e r e as o n a bl e c ar e, s kill a n d 
dili g e n c e.  

1 9 1 0.  S o m e f urt h er p oi nt s m a y b e n ot e d a b o ut s o m e of t h es e pr o visi o ns.  
 

1 9 1 1.  As t o s e cti o n 1 7 2, it w as c o m m o n gr o u n d t h at:  

i. T h e t est is s u bj e cti v e a n d is w h et h er a dir e ct or e x er cis e d his dis cr eti o n b o n a fi d e i n 
w h at h e c o nsi d er e d t o b e t h e c o m p a n y’s b est i nt er ests : R e S mit h & F a w c ett  Lt d  
[ 1 9 4 2] 1 C h 3 0 4 at p. 3 0 6 .  

ii. H o w e v er, a n irr ati o n al d e cisi o n, e v e n if m a d e i n g o o d f ait h, m a y c o nstit ut e a br e a c h 
of t his d ut y : H utt o n v W est C or k R ail w a y C o  ( 1 8 8 3) L R 2 3 C h D 6 5 4 at p. 6 7 1 .  

iii. W h er e t h er e is n o e vi d e n c e of a ct u al c o nsi d er ati o n of t h e c o m p a n y’s i nt er est s b y 
t h e dir e ct or t h e t est is o bj e cti v e, i. e., w h et h er a n i nt elli g e nt a n d h o n est m a n i n t h e 
p ositi o n of a dir e ct or of t h e c o m p a n y c o n c er n e d c o ul d, i n t h e cir c u mst a n c e s, h a v e 
r e as o n a bl y b eli e v e d t h at t h e tr a ns a cti o n w as f or t h e b e n efit of t h e c o m p a n y : R e 
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C h art er bri d g e C or p Lt d v Ll o y ds B a n k Lt d  [ 1 9 70] C h 6 2 at 7 4; R e H L C 
E n vir o n m e nt al Pr oj e cts Lt d  [ 2 0 1 4] BC C 3 3 7 at [ 9 2] .  

i v. W h er e a c o m p a n y is i ns ol v e nt or b or d eri n g o n i ns ol v e n c y, b y s e cti o n 1 7 2( 3) t h e 
dir e ct ors b e c o m e o bli g e d t o h a v e r e g ar d t o t h e i nt er ests of cr e dit ors. W h er e a 
c o m p a n y is irr etri e v a bl y i ns ol v e nt, t h e i nt er ests of t h e cr e dit ors s h o ul d b e c o m e a 
p ar a m o u nt c o nsi d er ati o n i n t h e dir e ct ors’ d e cisi o n -m a ki n g : B TI 2 0 1 4 L L C v 
S e q u a n a S A  [ 2 0 2 2] U K S C 2 5 at [ 1 7 6] a n d [ 2 4 7] .  

1 9 1 2.  As t o s e cti o n 1 7 7 , it w as c o m m o n gr o u n d t h at t h e d ut y r e q uir es a dir e ct or t o m a k e a f ull 
a n d fr a n k dis cl os ur e of t h e pr e cis e n at ur e of his i nt er est t o t h e b o ar d s o t h at t h e b o ar d 
m a y c o nsi d er t h e m att er as a b o d y .  
 

T h e pl e a di n gs  
 
1 9 1 3.  I n writt e n o p e ni n g s u b missi o ns f or t h e tri al, c o u ns el t h e n a cti n g f or Mr T h o ms o n 

(i n cl u di n g l e a di n g c o u ns el), st at e d at [ 1 2 5] t h at it w as d e ni e d t h at h e h a d br e a c h e d his 
d uti es t o L C F b ut t h at “it is a c c e pt e d t h at if t h e c o urt fi n ds a g ai nst [ Mr T h o ms o n] o n t h e 
cl ai m i n Fr a u d ul e nt Tr a di n g (i. e. t h at h e k n e w of a n d p arti ci p at e d i n l e n di n g f or t h e 
p ur p os e of d efr a u di n g b o n d h ol d ers ), t h e n it w o ul d f oll o w t h at h e h as als o a ct e d i n br e a c h 
of his d ut y t o L C F ”. Mr T h o ms o n’s t h e n c o u ns el wit h dr e w o n t h e first d a y of  t h e tri al 
o wi n g t o f u n di n g iss u es.  Aft er t h at h e w as r e pr es e nt e d b y Ms D w ar k a -G u n g a biss o o n . 

 
1 9 1 4.  I n cl osi n g s u b missi o ns, c o u ns el f or Mr T h o ms o n s o u g ht t o wit h dr a w fr o m t h e c o n c essi o n 

m a d e i n t h e writt e n o p e ni n g. S h e s u b mitt e d t h at t h e c as e of br e a c h of d ut y s h o ul d b e 
str u c k o ut as t h e pl e a di n g w as i n a d e q u at e. S h e ar g u e d t h at t h e P arti c ul ars of Cl ai m 
(i n cl u di n g i n it s a m e n d e d it er ati o ns) f ail e d pr o p erl y t o pl e a d t h e s p e cifi c d uti es n o w 
s o u g ht t o b e r eli e d u p o n or pr o p erl y t o ti e t his t o all e g ati o ns of br e a c h a n d l oss.  

 
1 9 1 5.  I a m u n a bl e t o a c c e pt t hi s s u b missi o n f or a n u m b er of r e as o ns : 

i. T h e R R R A P O C  r ef ers t o t h e v ari o us st at ut or y d uti es n o w ass ert e d. It all e g es t h at 
Mr T h o ms o n br e a c h e d t h os e d uti es b y r ef erri n g b a c k t o f a cts pl e a d e d f or t h e 
fr a u d ul e nt tr a di n g cl ai m s. It all e g es t h at as a r es ult of t h os e br e a c h es L C F h as 
s uff er e d l oss.  

ii. Mr T h o ms o n  pl e a d e d t o t h es e all e g ati o ns i n his D ef e n c e at p ar a gr a p h 6 8.  

iii. T h e li st of iss u es f or tri al i n cl u d e s: t h e d uti es o w e d b y Mr T h o ms o n  t o L C F; 
w h et h er Mr T h o ms o n  br e a c h e d t h e m; a n d w h et h er L C F s uff er e d  a n y l o ss as a 
r es ult. 

i v. H e n c e t h e p arti es pr e p ar e d f or tri al wit h t h es e iss u es i n mi n d.  

v.  B ef or e t h e c o m m e n c e m e nt of t h e tri al , I dir e ct e d t h at t h e Cl ai m a nts s h o ul d s et o ut 
t h e l e g al pri n ci pl es o n w hi c h t h e y r el y, a n d t h e D ef e n d a nts s h o ul d i n di c at e a n y 
p oi nt s of dis a gr e e m e nt.  T h e Cl ai m a nts s er v e d a d o c u m e nt s etti n g o ut t h e st at ut or y 
d uti es t h e y r eli e d o n , a n d t h e pri n ci pl es of l a w s et o ut a b o v e. T h e D ef e n d a nts di d 
n ot t a k e iss u e wit h t h at p art of t h e d o c u m e nt.  
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vi.  As n ot e d, c o u ns el t h e n a cti n g f or Mr T h o ms o n  a c c e pt e d t h at if t h e c as e of 
fr a u d ul e nt tr a di n g i s est a bli s h e d, h e w o ul d als o h a v e b e e n i n br e a c h of d ut y .  

vii.  T h e tri al pr o c e e d e d o n t h at b asis.  

viii.  T o t h e e xt e nt t h at t h e c o m pl ai nt is o n e a b o ut p arti c ul arit y, it h as b e e n o p e n t o Mr 
T h o ms o n  t o s e e k f urt h er d et ails fr o m t h e Cl ai m a nts. H e h as n ot d o n e s o. 

i x. I c o nsi d er t h at t h e pl e a di n gs h a v e i nf or m e d Mr T h o ms o n  a n d his l e g al t e a m of t h e 
c as e of br e a c h of d ut y, a n d Mr T h o ms o n  h as h a d n o diffi c ult y u n d erst a n di n g it or 
pr e p ari n g f or tri al . 

x.  I d o n ot, t h er ef or e, n e e d t o a d dr ess t h e q u esti o n  of  w h et h er Mr T h o ms o n s h o ul d b e 
all o w e d t o wit h dr a w fr o m t h e a d mi ssi o n m a d e b y his t h e n c o u ns el i n his writt e n 
o p e ni n g s u b mi ssi o ns.  

1 9 1 6.  Mr T h o ms o n  s u b mitt e d m or e s p e cifi c all y t h at t h e Cl ai m a nts h a d n ot pl e a d e d t h e f a ct u al 
b asis f or t h e a p pli c ati o n of s e cti o n 1 7 2( 3) .  
 

1 9 1 7.  T h e Cl ai m a nts c o nt e n d e d t h at t h e y h a d pl e a d e d s uffi ci e nt f a cts t o e n g a g e t h e d ut y.  T h e y 
r ef err e d t o p ar a gr a p h 2 2 of t h e R R R A P O C , w hi c h all e g es t h at as a P o n zi sc h e m e , L C F 
w as a n i n h er e ntl y u nst a bl e a n d u ns ust ai n a bl e m o d el t h at w as i n e vit a bl y g oi n g t o c oll a ps e 
at t h e p oi nt at w hi c h it c o ul d n ot r ais e s uffi ci e nt f u n ds fr o m n e w b o n d h ol d ers . T h e y als o 
pl e a d e d at p ar a gr a p h 3 4( 7) t h at Mr T h o ms o n k n e w t h at t h e L C F C o n n e ct e d B orr o w ers 
w er e i n c a p a bl e of r e p a yi n g t h eir d e bts a n d t h at L C F w o ul d i n e vit a bl y b e c o m e u n a bl e t o 
m e et its o bli g ati o ns t o b o n d h ol d ers . 
 

1 9 1 8.  I pr ef er t h e s u b missi o ns of Mr T h o ms o n  o n t his p oi nt. T h e pl e a di n gs d o n ot all e g e t h at 
at a n y gi v e n d at e L C F w as i ns ol v e nt or b or d eri n g o n i ns ol v e n c y.  T h e p ar a gr a p hs 
i d e ntifi e d a b o v e ar e c o nsist e nt wit h t h e pr o b a bilit y or e v e n i n e vit a bilit y of i ns ol v e n c y at 
s o m e u ns p e cifi e d d at e i n t h e f ut ur e ( w h e n n e w i n v est ors c e as e d t o i n v est). T h e p ur p os e 
of pl e a di n gs is t o i d e ntif y t h e iss u es f or tri al a n d all o w t h e p arti es t o i d e ntif y t h e e vi d e n c e 
t h ey wis h t o d e pl o y. W h er e a c o m p a n y’s i ns ol v e n c y is pl e a d e d as a n is s u e, t hi s m a y 
i n cl u d e e x p ert e vi d e n c e. H er e , th e pl e a di n gs d o n ot s uffi ci e ntl y cl e arl y gi v e n oti c e of a n 
iss u e of i ns ol v e n c y. I n d e e d, it is t elli n g t h at t h e li st of iss u es d o es n ot i d e ntif y t h e 
i ns ol v e n c y of L C F as a n iss u e. 

 
1 9 1 9.  F or t h es e r e as o ns , I h a v e d e ci d e d t h at t h e pl e a d e d c as e d o es n ot r ais e t h e d ut y u n d er 

s e cti o n 1 7 2( 3) .  
 
W as Mr G ol di n g  a s h a d o w or d e f a ct o di r e ct or of L C F ?  
  
1 9 2 0.  T h e Cl ai m a nts all e g e t h at Mr G ol di n g  w as a s h a d o w a n d/ or d e f a ct o dir e ct or of L C F.  

 
1 9 2 1.  A s h a d o w dir e ct or is d efi n e d at s e cti o n 2 5 1( 1) of t h e 2 0 0 6 A ct as “ a p ers o n i n a c c or d a n c e 

wit h w h os e dir e cti o ns or i nstr u cti o ns t h e dir e ct or s of t h e c o m p a n y ar e a c c ust o m e d t o 
a ct. ”  

 
1 9 2 2.  D et er mi ni n g w h et h er a p ers o n is a s h a d o w dir e ct or is a m att er of f a ct a n d d e gr e e : 

S mit h to n Lt d v N a g g ar  [ 2 0 1 5] E W C A Ci v 9 3 9  at [ 4 5] .  
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1 9 2 3.  T h e p ur p os e of t h e l e gisl ati o n is t o i d e ntif y t h os e, ot h er t h a n pr of essi o n al a d vis ers, wit h 
r e al i nfl u e n c e i n t h e aff airs of t h e c o m p a n y; h o w e v er, it is n ot n e c ess ar y t h at s u c h 
i nfl u e n c e s h o ul d b e e xt e n d e d o v er t h e w h ol e fi el d of it s c or p or at e a cti viti es: S e c r et ar y  of 
St at e f or T r a d e v D e v er ell  [ 2 0 0 1] C h 3 4 0  at  [ 3 5], a n d S mit h to n  at [ 3 2] . It is n ot n e c ess ar y 
t o s h o w t h at t h e a ct u al dir e ct ors h a v e a s u bs er vi e nt r ol e or h a v e s urr e n d er e d t h eir 
dis cr eti o n: D e v er ell  at [ 3 5].  

 
1 9 2 4.  B y s e cti o n 1 7 0( 5) of t h e 2 0 0 6  A ct , t h e g e n er al d uti es o w e d b y a dir e ct or t o t h e c o m p a n y 

“ a p pl y t o a s h a d o w dir e ct or t o t h e e xt e nt t h e y ar e c a p a bl e of s o a p pl yi n g ” . T h e e xt e nt of 
t h e d uti es o w e d b y a p er s o n i n t h e p ositi o n of a s h a d o w dir e ct or will r efl e ct t h e e xt e nt 
a n d n at ur e of t h e i nstr u cti o ns gi v e n b y t h e s h a d o w dir e ct or.  

 
1 9 2 5.  A d e f a ct o dir e ct or is a p ers o n w h o ass u m es t o a ct as a dir e ct or a n d w h o is p art of t h e 

c or p or at e g o v er ni n g str u ct ur e of t h e c o m p a n y b ut is n e v er f or m all y a p p oi nt e d as a 
dir e ct or : s e e S mit ht o n  at [ 6 1]. W h et h er a p ers o n is a d e f a ct o dir e ct or d e p e n ds o n a gl o b al 
ass ess m e nt of all t h e cir c u mst a n c es: S mit ht o n  at [ 4 0] -[ 4 5]. T h e q u esti o n is w h et h er h e 
w as p art of t h e c or p or at e g o v er n a n c e s yst e m of t h e c o m p a n y a n d w h et h er h e ass u m e d 
t h e st at us a n d f u n cti o n of a dir e ct or s o as t o m a k e hi m s elf r es p o nsi bl e as if h e w er e a 
dir e ct or: S mit ht o n at [ 3 3].  

 
1 9 2 6.  A p ers o n m a y b e b ot h a s h a d o w a n d a d e f a ct o dir e ct or at t h e s a m e ti m e: s e e S mit ht o n  at 

[ 3 2]. 
 

1 9 2 7.  T ur ni n g t o t h e f a cts , a s alr e a d y e x pl ai n e d, Mr G ol di n g  w as dis q u alifi e d  as a dir e ct or . H e 
w as t h er e aft er i n v ol v e d i n b usi n ess es t hr o u g h pr o xi es. H e us e d b ot h Mr T h o ms o n  a n d 
Mr B ar k er  t o h ol d his s h ar es i n v ari o us c o m p a ni es o n tr ust f or hi m a n d r u n t h os e 
c o m p a ni es f or hi m . F or i nst a n c e, Mr T h o ms o n  h el d Mr G ol di n g ’s s h ar es i n L C C L o n 
tr ust f or hi m, a n d Mr B ar k er  oft e n a p p e ars t wi c e i n d o c u m e nts r e c or di n g s h ar e 
all o c ati o ns: o n c e i n hi s o w n ri g ht a n d o n c e i n hi s r ol e as Mr G ol di n g ’s pr o x y.  

 
1 9 2 8.  Mr G ol di n g  w as t h e s ol e b e n efi ci al o w n er of L C F u ntil t h e G ol di n g -S H K A gr e e m e nt , 

w hi c h  tr a nsf err e d t h e b e n efi ci al o w n ers hi p i n t h e s h ar es t o Mr T h o ms o n . I n t h e p eri o d 
b ef or e t h at a gr e e m e nt, I fi n d t h at Mr T h o ms o n  a ct e d o n t h e i nstr u cti o ns of Mr G ol di n g . 
T his is s h o w n b y t h e f a ct t h at s u ms  dr a w n fr o m L C F b y S a n ct u ar y P C C  w er e p ai d t o Mr 
H u m e -K e n d all  ( b ot h i n his o w n ri g ht a n d vi a Mrs H u m e -K e n d all ) a n d Mr G ol di n g  
hi m s elf. I i nf er t h at Mr T h o ms o n  m a d e t h es e p a y m e nts o n t h e i nstr u cti o n of Mr G ol di n g .  

 
1 9 2 9.  B y t h e G ol di n g -S H K A gr e e m e nt , Mr G ol di n g  a gr e e d t o tr a nsf er t h e b e n efi ci al o w n ers hi p 

i n t h e L C F s h ar es t o Mr T h o ms o n . N o c o nsi d er ati o n w as pr o vi d e d f or t hi s tr a nsf er of 
s h ar es. T h e t er ms of t h e a gr e e m e nt s h o w t h at L C F w o ul d c o nti n u e t o a ct as t h e c a pit al 
r aisi n g ar m of t h e L o n d o n Gr o u p, w hi c h c o nti n u e d t o b e o w n e d a n d c o ntr oll e d b y Mr 
G ol di n g  a n d Mr H u m e -K e n d all .  

 
1 9 3 0.  D et ail e d fi n di n gs a b o ut Mr G ol di n g ’s c o nti n ui n g i nfl u e n c e i n r el ati o n t o L C F aft er t h e 

d at e of t h e G ol di n g -S H K A gr e e m e nt  ar e m a d e i n [3 1 8 ] t o [3 4 9 ] a b o v e. As d es cri b e d i n 
t h os e p ar a gr a p hs, Mr G ol di n g  r e m ai n e d i n c o ntr ol of L C F, a n d h e r et ai n e d o v ersi g ht of 
all as p e cts of L C F’s b usi n ess. Mr G ol di n g  w as k e pt i nf or m e d a b o ut L C F’s i nf or m ati o n 
m e m or a n d a a n d m ar k eti n g m at eri als, w hi c h ulti m at el y h a d t o b e a p pr o v e d b y hi m; a n d 
d e ci di n g o n L C F’s l o g o . H e w as als o k e pt i nf or m e d, i n cl u di n g b y Mr T h o ms o n , of s u ms 
b ei n g i n v est e d i nt o L C F.  H e w as ulti m at el y r e q uir e d t o a p pr o v e c o m m u ni c ati o ns b y L C F 
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wit h it s i n v est ors. Mr G ol di n g  m a d e d e cisi o ns a b o ut t h e pr o d u cts off er e d b y L C F , 
wit h o ut pri or r ef er e n c e t o Mr T h o ms o n . H e als o m a d e o p er ati o n al  d e cisi o ns c o n c er ni n g 
L C F, s u c h as m o vi n g t h e r es p o nsi bilit y f or d e ali n g wit h I S A b o n ds t o S ur g e .  

 
1 9 3 1.  Mr G ol di n g  r e c ei v e d t h e l ar g est s h ar e of s u ms  d eri v e d fr o m L C F. H e w as p ai d s u ms i n 

r el ati o n t o t h e S a n ct u ar y s c h e m e, t h e L a k e vi e w S P A, t h e El ysi a n S P A, t h e Pri m e S P A, 
t h e L P E S P A a n d t h e L P T S P A. H e als o r e c ei v e d 4 % of S ur g e ’s c o m mi ssi o n f or a 
si g nifi c a nt p eri o d . Mr G ol di n g  r e c ei v e d ot h er s u b st a nti al a m o u nt s fr o m L C F, i n cl u di n g 
f u n ds t o b u y a h eli c o pt er a n d a s u bst a nti al “l o a n ”, w hi c h w as t h e n n o v at e d t o a c o m p a n y 
s o t h at h e w as n o l o n g er p ers o n all y li a bl e . I h a v e f o u n d a b o v e i n e a c h c as e t h at h e dir e ct e d 
t h e r el e as e of t h es e s u ms  fr o m L C F. I n s o m e i nst a n c es, w h er e r el e v a nt d o c u m e nts h a v e 
b e e n dis cl os e d, Mr G ol di n g  c a n b e s e e n dir e cti n g Mr B ar k er  t o s u b mit dr a w d o w n 
r e q u ests t o m at c h L C F’s a v ail a bl e f u n ds. T h es e f a cts f urt h er s u p p ort  t h e i nf er e n c e t h at 
h e w as t h e ulti m at e c o ntr oll er of L C F.  

 
1 9 3 2.  Mr G ol di n g ’s st at us i n r el ati o n t o L C F is als o e vi d e n c e d b y L C F’s r el ati o ns hi p wit h 

S ur g e . Mr G ol di n g  a gr e e d t er ms wit h S ur g e  wit h o ut t h e i n v ol v e m e nt of Mr T h o ms o n  
a n d, i n d e e d, b ef or e Mr T h o ms o n  h a d m et Mr C ar el ess . Mr G ol di n g  w as als o i n v ol v e d, 
wit h Mr H u m e -K e n d all , b ut n ot Mr T h o ms o n , i n n e g oti ati o ns wit h Mr C ar el ess  a b o ut a n 
e x cl usi vit y a gr e e m e nt b et w e e n L C F a n d S ur g e . S ur g e  oft e n r es ort e d t o hi m t o o v erri d e 
Mr T h o ms o n ’s d e cisi o ns a n d t o m a k e t hi n gs h a p p e n w h e n Mr T h o ms o n  w as f aili n g t o 
a ct . It w as als o Mr G ol di n g  w h o ulti m at el y d e ci d e d t h e l e v el of S ur g e ’s c o m missi o n.  

 
1 9 3 3.  T h e r el ati v e st at us of Mr T h o ms o n  a n d Mr G ol di n g  i n r el ati o n t o L C F is als o e vi d e n c e d 

b y t h e f a ct t h at o n c e Mr G ol di n g  d e ci d e d h e w a nt e d t o b e p ai d a p orti o n of S ur g e ’s 
c o m missi o n , t hi s w as i n a hi g h er a m o u nt t h a n t h e p a y m e nts m a d e b y S ur g e  t o Mr 
T h o ms o n , w hi c h c e as e d at o n c e . Mr G ol di n g a g ai n c all e d t h e s h ots.  

 
1 9 3 4.  Mr G ol di n g ’s c o nti n ui n g r ol e wit hi n L C F is als o r e v e al e d b y t h e Isl e of W i g ht d e al . Mr 

G ol di n g  d e ci d e d t h e pri c e at w hi c h t h e pr o p ert y w o ul d b e p ur c h as e d b y a b orr o w er of 
L C F a n d h o w t h e pr ofit w o ul d b e all o c at e d. T h e  f u n ds w er e t o b e pr o vi d e d b y L C F. T h e 
t er ms of t h e d e al w er e dis c uss e d b et w e e n Mr G ol di n g , Mr C ar el ess  a n d Mr R uss ell -
M ur p h y . I fi n d t h at, h a d t h e Isl e o f W i g ht d e al g o n e a h e a d, Mr T h o ms o n  w o ul d h a v e 
r el e as e d f u n ds t o Pri m e R D L at t h e dir e cti o n of Mr G ol di n g .  

 
1 9 3 5.  As f o u n d a b o v e, L C F di d h a v e ot h er b o ar d m e m b ers i n t h e r el e v a nt p eri o d . T h es e 

i n cl u d e d Mr H uis a m e n a n d Ms Si m ps o n. H o w e v er , I fi n d t h at n eit h er of t h e m a p p e ars t o 
h a v e h a d a n y c o ntr ol o v er d e cisi o ns a b o ut w h et h er t o m a k e l o a ns t o b orr o w ers , or a b o ut 
t h e distri b uti o n of L C F’s ass et s. T h es e f u n cti o ns w er e c arri e d o ut b y Mr T h o ms o n . I fi n d 
t h at t h e ot h er dir e ct ors w e nt al o n g wit h hi m o n t h es e m att ers, s o t h at Mr T h o ms o n ’s a cts 
i n r el ati o n t o t h e m ar e t o b e tr e at e d as t h os e of t h e dir e ct ors as a w h ol e.  

 
1 9 3 6.  O n t h e b asis of t h es e f a ct u al fi n di n gs, I c o n cl u d e t h at Mr G ol di n g  h a d ulti m at e c o ntr ol 

o v er t h e aff airs of L C F. Mr T h o ms o n  w as a c c u st o m e d t o a ct i n a c c or d a n c e wit h his 
i nstr u cti o ns or dir e cti o ns. Mr G ol di n g  w as t h er ef or e a s h a d o w dir e ct or of L C F f or t h e 
e ntir e m at eri al p eri o d.  

 
1 9 3 7.  I als o fi n d t h at o n s o m e o c c asi o ns Mr G ol di n g  ass u m e d t h e f u n cti o ns a n d r ol e of a 

dir e ct or of L C F. H e d e alt wit h S ur g e as if h e h a d a ut h orit y t o m a k e c o m m er ci al d e cisi o ns. 
H o w e v er , h e di d n ot g e n er all y p ur p ort t o a ct as p art of t h e g o v er n a n c e s yst e ms of L C F 



M R J U S T I C E MI L E S  
A p p r o v e d J u d g m e nt  

L C F v T h o ms o n  

 

2 9 5  
 

a n d w as n ot h el d o ut as a dir e ct or of L C F. Gi v e n m y c o n cl usi o ns t h at Mr G ol di n g  w as a 
s h a d o w dir e ct or f or t h e e ntir e m at eri al p eri o d, it is u n n e c ess ar y t o s e e k t o d et er mi n e t h e 
r es p e cts or p eri o ds i n w hi c h h e a ct e d as a d e f a ct o dir e ct or.  

 
1 9 3 8.  Mr G ol di n g  t h er ef or e o w e d d uti es t o L C F u n d er s e cti o ns 1 7 1, 1 7 2, 1 7 4 a n d 1 7 7 of t h e 

C o m p a ni es A ct 2 0 0 6.  
 

Di d Mr T h o ms o n  br e a c h his d uti es ?  
 
1 9 3 9.  I h a v e m a d e d et ail e d fi n di n gs t h at L C F’s b usi n ess w as c o n d u ct e d fr a u d ul e ntl y.  I n 

s u m m ar y, L C F r ais e d m o n e y fr o m b o n d h ol d ers b y mi s pr es e nti n g t h e n at ur e of it s 
b usi n ess a n d wr o n gl y distri b ut e d a l ar g e p art of t h at m o n e y t o t h e f o ur i n di vi d u al 
D ef e n d a nts. T h er e w as n o r e ali sti c pr os p e ct of t h e b orr o w ers r e p a yi n g t h eir d e bts or 
g e n er ati n g i n c o m e c a p a bl e of d oi n g s o wit hi n a n y r e ali sti c p eri o d. L C F’s l e n di n g w as 
v er y s eri o usl y u n d er -s e c ur e d. T h er e w as n o m at eri al d u e dili g e n c e i nt o t h e b orr o w ers. 
T h er e w as n o m at eri a l m o nit ori n g of t h e b orr o w er’s b usi n ess pr os p e cts. Mr T h o ms o n  
k n e w t h at t e ns of milli o ns of p o u n ds w er e p ai d b y t h e b orr o wi n g gr o u p s t o t h e f o ur 
i n di vi d u als, w h o w er e (i n his w or ds) “ c as hi n g o ut ”. T h o u g h h e s ai d i n e vi d e n c e t h at h e 
w as a p p all e d t o dis c o v er t h at t hi s h a d h a p p e n e d, I h a v e f o u n d t h at h e k n e w it w as 
h a p p e ni n g at t h e ti m e. T h at m o n e y w as t h er ef or e n ot a v ai l a bl e t o t h e b orr o w ers t o 
g e n er at e r et ur ns.  
 

1 9 4 0.  Mr T h o ms o n  als o k n e w t h at 2 5 % of all f u n ds r ais e d w er e g oi n g t o S ur g e a n d w er e 
t h er ef or e l e a vi n g t h e b usi n ess o p er ati o ns of L C F or t h e b orr o w ers u pfr o nt. H e t h er ef or e 
k n e w t h at t h e b usi n ess of L C F w as u ns ust ai n a bl e a n d t h at li a biliti es t o e xisti n g 
b o n d h ol d ers c o ul d o nl y b e m et fr o m n e wl y i n v e st e d f u n ds. H e k n e w t h at L C F w a s 
o p er ati n g as a P o n zi s c h e m e. H e als o k n e w of t h e s e cr et c o m missi o ns p ai d t o hi m a n d 
Mr G ol di n g b y S ur g e. I h a v e als o d es cri b e d i n d et ail h o w l o a ns w er e m a d e  or i n cr e as e d  
wit h o ut pr o p er l o a n or s e c urit y d o c u m e nt ati o n.  
 

1 9 4 1.  Mr T h o ms o n  w as i n v ol v e d i n all t h es e as p e cts  of L C F’s b usi n ess . H e w as r es p o nsi bl e f or 
it s m ar k eti n g m at eri als, f or t h e a p pr o v al of l o a ns t o b orr o w ers, f or t h e r o u n d -tri ppi n g of 
m o n e y fr o m n e w i n v est ors  t o p a y ( ulti m at el y) t h e e xisti n g i n v est ors. H e w as r es p o nsi bl e 
f or a p pr o vi n g dr a w d o w n s, k n o wi n g t h at t h e pr o c e e ds w er e g oi n g t o hi m s elf a n d t h e ot h er 
t hr e e i n di vi d u als.  

 
1 9 4 2.  T his c o n d u ct, d es cri b e d i n d et ail a b o v e, c o nstit ut e d a br e a c h of Mr T h o ms o n ’s d uti es 

u n d er s e cti o n  1 7 1 of t h e 2 0 0 6 A ct. Mr T h o ms o n e x er cis e d his p o w ers as a dir e ct or f or 
t h e i m pr o p er p ur p os e of r aisi n g m o n e y t hr o u g h f als e r e pr es e nt ati o ns; b y a ut h orisi n g t h e 
l o a n tr a ns a cti o ns b et w e e n L C F a n d t h e v ari o us c o n n e ct e d b orr o w ers; a n d b y c a usi n g t h e 
mi s a p pr o pri ati o n of L C F’s f u n ds t o m a k e p a y m e nts t o hi m s elf a n d t h e ot h er i n di vi d u al 
D ef e n d a nts . It w as, m or e o v er, a br e a c h of d ut y f or Mr T h o ms o n t o c a us e L C F t o a p pl y 
m o n e y  r ais e d fr o m n e w i n v est ors t o p a y it s o bli g ati o ns t o e xisti n g o n es ( vi a t h e r o u n d-
tri p pi n g arr a n g e m e nts). T h at w as u nl a wf ul a n d w as a n e x er cis e of t h e c o m p a n y’s p o w ers 
f or a n i m pr o p er p ur p os e. Mr T h o ms o n als o br e a c h e d his d ut y b y r e q uiri n g S ur g e  t o p a y 
hi m a s e cr et c o m missi o n.  

 
1 9 4 3.  Mr T h o ms o n  w as als o i n br e a c h of his d uti es u n d er s e cti o n 1 7 2.  First, as d es cri b e d i n 

d et ail a b o v e, Mr T h o ms o n  c o n d u ct e d t h e b usi n e ss of L C F dis h o n estl y. H e c o ul d n ot 
t h er ef or e h a v e b e e n b o n a fi d e s e e ki n g t o pr o m ot e it s b usi n ess. 
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1 9 4 4.  S e c o n d, t h er e w as n o e vi d e n c e t h at Mr T h o ms o n  c o nsi d er e d t h e i nt er ests of L C F at all. 

T o g et h er wit h ot h er D ef e n d a nts, h e w as c o n c er n e d wit h e nri c hi n g hi m s elf a n d h e h a d n o 
r e g ar d t o t h e s u c c ess of L C F’s b usi n ess. It f oll o ws t h at t h e o bj e cti v e t est a p pli es. N o 
h o n est a n d r e as o n a bl e dir e ct or i n t h e p ositi o n of Mr T h o ms o n  c o ul d h a v e c o nsi d er e d t h at 
t h e c o n d u ct , a n d e v e nts s et o ut i n gr e at d et ail e arli er i n t hi s j u d g m e nt a n d s u m m aris e d i n 
t h e pr e vi o us p ar a gr a p h a b o v e, w o ul d pr o m ot e t h e s u c c ess of L C F. O n t h e c o ntr ar y, t h at 
c o n d u ct w as al w a ys li k el y t o l e a d ulti m at el y t o t h e i ns ol v e nt c oll a ps e of L C F a n d l oss e s 
t o t h e i n v est ors.  

 
1 9 4 5.  S p e cifi c all y, Mr T h o ms o n  br e a c h e d his s e cti o n 1 7 2 d uti es u n d er t his s e c o n d h e a d b y:  

i. K n o wi n gl y r aisi n g m o n e y  fr o m b o n d h ol d ers t hr o u g h t h e us e of f als e 
r e pr es e nt ati o ns; Mr T h o ms o n  c a us e d L C F t o c o m mit u nl a wf ul a cts gi vi n g ris e t o 
t h e pr os p e ct of li a bilit y f or wr o n g d oi n g. 

ii. P a yi n g 2 5 % ( or 2 2. 5 % i n t h e c as e of 5 -y e ar b o n ds) of t h e gr oss s u ms  r ais e d t o 
S ur g e . T h at l e v el of f e es w as, f or r e as o ns gi v e n a b o v e, u n c o m m er ci al a n d 
u ns ust ai n a bl e. T h e arr a n g e m e nt w as e nt er e d  i nt o b e c a us e t h os e r u n ni n g L C F, 
i n cl u di n g Mr T h o ms o n , w a nt e d t o m a xi mi s e gr oss r e c ei pt s  as r a pi dl y as p ossi bl e , 
b ut wit h o ut c ari n g a b o ut t h e o v er all s u c c ess of it s b usi n ess: m a xi mi si n g r e v e n u e is 
diff er e nt fr o m  pr o m oti n g t h e s u c c ess of t h e b usi n e ss.  I h a v e h el d t h at t h e b usi n ess 
of L C F w as b as e d o n m a ki n g f als e r e pr es e nt ati o ns t o b o n d h ol d ers i n or d er t o r ais e 
f u n ds f or Mr T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g  a n d t h eir 
b usi n ess es. T his w as alr e a d y t h e c as e b ef or e S ur g e w as a p p oi nt e d as m ar k eti n g 
a g e nt a n d it c arri e d o n t hr o u g h o ut t h e p eri o d of S ur g e’s i n v ol v e m e nt. A n h o n est 
dir e ct or a cti n g r e as o n a bl y w o ul d n ot h a v e c a us e d L C F t o c arr y o n b usi n ess i n t hi s 
dis h o n est w a y a n d w o ul d n ot h a v e e n g a g e d S ur g e t o s ell it s pr o d u cts. A n h o n est 
dir e ct or a cti n g r e as o n a bl y w o ul d n ot h a v e b e e n pr e p ar e d t o p a y s u c h a l ar g e 
pr o p orti o n of t h e c o m p a n y’ s r e c ei pt s t o a m ar k eti n g a g e nt. N or w o ul d s u c h a 
dir e ct or h a v e c a us e d  t h e c o m p a n y t o m a k e p a y m e nts w hi c h m a d e it s b usi n ess 
m o d el u ns ust ai n a bl e.  

iii. R e q uiri n g S ur g e  t o p a y hi m 0. 5 % of gr oss s u ms  r ais e d, i n r et ur n f or m ai nt ai ni n g 
S ur g e ’s f e es at 2 5 %. 

i v. M a ki n g pr o mis es t o b o n d h ol d ers i n or d er t o m a xi mi s e t h e s u ms r ais e d b y L C F a n d 
wit h o ut a n y t h o u g ht or c o n c er n as t o h o w L C F w o ul d g e n er at e s uffi ci e nt s u ms  t o 
p a y i nt er est at t h es e r at es.  

v.  A ut h orisi n g t h e mi s a p pli c ati o n of L C F’s m o n e y  t o hi m s elf, Mr H u m e -K e n d all , Mr 
B ar k er , Mr G ol di n g , S ur g e , Mr S e d g wi c k , Mr s H u m e-K e n d all  a n d ot h ers as 
d es cri b e d a b o v e, s o t h at L C F w o ul d n ot b e a bl e t o r e p a y it s cr e dit ors.  

vi.  S e e ki n g t o c o n c e al t h e fr a u d ul e nt s c h e m e, i n cl u di n g fr o m L C F’s a n d L O G’s 
a u dit ors a n d  G C E N, b y t h e us e of dis h o n estl y b a c k d at e d d o c u m e nts. 

vii.  A ut h orisi n g or p er mitti n g L C F t o l e n d m o n e y a g ai nst s e c urit y h e k n e w t o b e of 
s eri o usl y i n a d e q u at e v al u e. 
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viii.  A ut h orisi n g or p er mitti n g t h e us e of s u ms  fr o m n e w b o n d h ol d ers t o p a y L C F’s 
o bli g ati o ns t o e xisti n g b o n d h ol d ers .  

1 9 4 6.  I n t h e li g ht of t h es e fi n di n gs, it is u n n e c ess ar y t o c o nsi d er t h e f urt h er all e g e d br e a c h es of 
fi d u ci ar y d ut y.  
 

1 9 4 7.  Fi n all y, b y r aisi n g m o n e y fr o m b o n d h ol d ers t hr o u g h f als e i nf or m ati o n; p a yi n g S ur g e  a n 
u ns ust ai n a bl y hi g h f e e; pr o misi n g u ns ust ai n a bl y hi g h i nt er est r at es t o b o n d h ol d ers; 
f aili n g t o c arr y o ut d u e dili g e n c e o n L C F’s b orr o w ers t o e ns ur e t h e y c o ul d r e p a y t h e 
b orr o w e d s u ms; f aili n g t o e ns ur e t h at t h e r e ali s a bl e v al u e of t h e s e c urit y gr a nt e d b y 
b orr o w ers w as a d e q u at e; a n d p a yi n g o ut L C F’s ass ets  t o Mr T h o ms o n , Mr H u m e -
K e n d all , Mr B ar k er  a n d Mr G ol di n g  a m o n g ot h er s , Mr T h o ms o n  a ct e d i n a w a y t h at n o 
r e as o n a bl e dir e ct or i n hi s p ositi o n w o ul d a ct a n d t h er ef or e br e a c h e d t h e d ut y h e o w e d 
L C F u n d er s e cti o n 1 7 4 of t h e 2 0 0 6  A ct . T h e Cl ai m a nts ar e e ntitl e d t o d a m a g es f or t h e 
l oss c a us e d t o L C F b y Mr T h o ms o n ’s br e a c h es of t hi s d ut y. 

 
1 9 4 8.  R e m e di es a n d q u a nt u m ar e a d dr ess e d b el o w.  

 
Di d Mr G ol di n g  br e a c h his d uti es ?  
 
1 9 4 9.  D et ail e d fi n di n gs ar e m a d e a b o v e a b o ut Mr G ol di n g ’s i n v ol v e m e nt i n L C F a n d t h e 

v ari o us tr a ns a cti o ns . T h e y ar e t h e b asis of t h e c o n cl usi o ns i n t hi s s e cti o n. 
 

1 9 5 0.  I fi n d f or t h e f or e g oi n g r e as o ns t h at Mr G ol di n g  br e a c h e d t h e d uti es h e o w e d L C F u n d er 
s e cti o n 1 7 1 of t h e C o m p a ni es A ct 2 0 0 6 as f oll o ws:  

i. D ir e cti n g or a ut h orisi n g L C F t o r ais e s u ms  fr o m b o n d h ol d ers t hr o u g h t h e us e of 
f als e r e pr es e nt ati o ns. 

ii. A ut h orisi n g or dir e cti n g t h e mi s a p pli c ati o n of L C F’s m o n e y  t o hi m s elf, Mr 
T h o ms o n , Mr H u m e -K e n d all , Mr B ar k er , S ur g e , Mr S e d g wi c k , M rs H u m e-K e n d all  
a n d ot h ers a s d es cri b e d a b o v e.  

iii. A ut h orisi n g or dir e cti n g t h e us e of s u ms  fr o m n e w b o n d h ol d ers t o p a y L C F’s 
o bli g ati o ns t o e xisti n g b o n d h ol d ers, t h er e b y c o n c e ali n g t h e fr a u d ul e nt s c h e m e L C F 
w as b ei n g us e d t o eff e ct.  

i v. R e q uiri n g S ur g e  t o p a y hi m 1 % of gr oss s u ms  r ais e d fr o m n e w b o n d h ol d ers (f or 
m ai nt ai ni n g t h e l e v el of S ur g e ’s c o m missi o n). 

1 9 5 1.  I fi n d t h at Mr G ol di n g  br e a c h e d t h e d uti es h e o w e d t o L C F u n d er s e cti o n 1 7 2 . First, h e 
a ct e d i n b a d f ait h t hr o u g h o ut a n d t h er ef or e f ail e d i n g o o d f ait h t o pr o m ot e t h e i nt er ests 
of L C F.  
 

1 9 5 2.  S e c o n d, t h er e w as n o e vi d e n c e t h at Mr G ol di n g  a ct u all y  c o nsi d er e d t h e i nt er ests of L C F 
at all. T o g et h er wit h ot h er D ef e n d a nts, h e w as c o n c er n e d wit h e nri c hi n g hi m s elf a n d h e 
h a d n o r e g ar d t o t h e s u c c ess of L C F’s b usi n ess. N o h o n est a n d r e as o n a bl e dir e ct or i n t h e 
p ositi o n of Mr G ol di n g  c o ul d h a v e c o nsi d er e d t h at c o n d u ct a n d e v e nts s et o ut i n gr e at 
d et ail e arli er i n t hi s j u d g m e nt a n d s u m m aris e d i n t h e pr e vi o us p ar a gr a p h a b o v e w o ul d 
pr o m ot e t h e s u c c ess of L C F. O n t h e c o ntr ar y, t h at c o n d u ct w as c al c ul at e d t o l e a d 
ulti m at el y t o t h e i ns ol v e nt c oll a ps e of L C F a n d l oss es t o t h e i n v est ors .  
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1 9 5 3.  I fi n d s p e cifi c all y t h at Mr G ol di n g  br e a c h e d his s e cti o n 1 7 2 d uti es u n d er t hi s s e c o n d h e a d 

b y:  

i. K n o wi n gl y r aisi n g s u ms  fr o m b o n d h ol d ers t hr o u g h t h e us e of f als e r e pr es e nt ati o ns; 
Mr G ol di n g  t h er e b y c a us e d L C F t o c o m mit u nl a wf ul a cts gi vi n g ris e t o t h e pr os p e ct 
of li a bilit y f or wr o n g d oi n g.  

ii. C a usi n g L C F t o a gr e e t o p a y a n d p a yi n g 2 5 % of t h e gr oss s u ms  r ais e d t o S ur g e . 
T h at l e v el of f e es w as, f or r e as o ns gi v e n a b o v e, u n c o m m er ci al a n d u ns ust ai n a bl e. 
T h e arr a n g e m e nt w as e nt er e d b e c a us e t h os e r u n ni n g L C F, i n cl u di n g Mr G ol di n g , 
w a nt e d t o m a xi mis e t h e gr oss r e c ei pt s as r a pi dl y as p ossi bl e, a n d wit h o ut r e g ar d t o 
pr o m oti n g t h e s u c c ess of it s b usi n ess: m a xi mi si n g r e v e n u e is n ot pr o m oti n g t h e 
s u c c ess of t h e b usi n ess.  

iii. R e q uiri n g S ur g e  t o p a y hi m 1 % of gr oss s u ms  r ais e d, i n r et ur n f or m ai nt ai ni n g 
S ur g e ’s f e es at 2 5 %. 

i v. M a ki n g pr o mis es t o b o n d h ol d ers i n or d er t o m a xi mi s e t h e s u ms r ais e d b y L C F a n d 
wit h o ut a n y t h o u g ht or c o n c er n as t o h o w L C F w o ul d g e n er at e s uffi ci e nt s u ms  t o 
p a y i nt er est at t h es e r at es.  

v.  A ut h orisi n g t h e mi s a p pli c ati o n of L C F’s m o n e y t o hi m s elf, Mr T h o ms o n  Mr 
H u m e -K e n d all , Mr B ar k er , S ur g e , Mr S e d g wi c k , Mr s H u m e -K e n d all  a n d ot h ers as 
d es cri b e d i n d et ail a b o v e, s o t h at L C F w o ul d n ot b e a bl e t o r e p a y it s cr e dit ors.  

vi.  A ut h orisi n g or p er mitti n g L C F t o l e n d m o n e y a g ai nst s e c urit y h e k n e w t o b e of 
s eri o usl y i n a d e q u at e v al u e.  

vii.  A ut h orisi n g or p er mitti n g t h e us e of s u ms  fr o m n e w b o n d h ol d ers t o p a y L C F’s 
o bli g ati o ns t o e xisti n g b o n d h ol d ers.  

1 9 5 4.  I n li g ht of t h es e fi n di n gs, it is u n n e c ess ar y t o c o nsi d er t h e ot h er all e g e d br e a c h es of 
fi d u ci ar y d ut y or d ut y of c ar e . I h e ar d n o s u b mi ssi o ns a b o ut t h e e xt e nt t o w hi c h Mr 
G ol di n g  as a s h a d o w dir e ct or m a y b e li a bl e f or br e a c h of his d ut y of c ar e.  
 

1 9 5 5.  R e m e di es ar e a d dr ess e d b el o w.  
 
Alt er n ati v e c as e of br e a c h of d ut y b y Mr H u m e -K e n d all  a n d Mr B ar k er  
 
1 9 5 6.  T h e Cl ai m a nts a d v a n c e d a n alt er n ati v e c as e t h at Mr H u m e -K e n d all  a n d Mr B ar k er  

br e a c h e d t h eir d uti es as dir e ct ors of L O G. Pr o pri et ar y a n d ot h er cl ai ms ar e br o u g ht 
a g ai nst Mr T h o ms o n , Mr G ol di n g  a n d Mr S e d g wi c k  b as e d o n t h es e all e g e d br e a c h es of 
d ut y. I h e ar d littl e b y w a y of s u b missi o n o n t hi s p art of t h e c as e, i n l ar g e p art b e c a us e t h e 
Cl ai m a nts h a v e s ettl e d wit h Mr H u m e -K e n d all  a n d Mr B ar k er . I n t h e li g ht of m y fi n di n gs 
it is u nn e c ess ar y t o  a d dr e ss t h is alt er n ati v e cl ai m f urt h er. 

 

E q uit a bl e p r o p ri et a r y cl ai m s  
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1 9 5 7.  T h e Cl ai m a nts bri n g pr o pri et ar y cl ai ms a g ai nst Mr T h o ms o n , Mr G ol di n g , t h e S ur g e 
D ef e n d a nts, Mr R uss ell -M ur p h y , Mr S e d g wi c k  a n d G P . T h e Cl ai m a nts s a y t h at t h e y 
r e c ei v e d ass ets fr o m L C F  ot h er wis e t h a n as b o n a fi d e p ur c h as ers f or v al u e wit h o ut n oti c e .  

L e g al pri n ci pl es  

1 9 5 8.  I n B y ers  v S a u di N ati o n al B a n k  [ 2 0 2 3] U K S C 5 1, t h e S u pr e m e C o urt r est at e d a  n u m b er 
of pr o p ositi o ns:  

i. T h e tr a nsf er of tr ust pr o p ert y b y a tr ust e e t o a b o n a fi d e p ur c h as er f or v al u e of t h e 
l e g al est at e wit h o ut n oti c e  (f or c o n v e ni e n c e, “ a B F P ”) e xti n g uis h es or o v erri d es 
t h e pr o pri et ar y e q uit a bl e i nt er est of t h e c est ui q u e tr ust (t h e tr ust b e n efi ci ar y) a n d 
t hi s is s o e v e n if t h e tr ust e e i n s o d oi n g a cts i n br e a c h of tr ust: [ 2], [ 1 8]-[2 0] a n d 
[ 1 5 6]. 

ii. If a B F P l at er b e c o m es a w ar e t h at t h e pr o p ert y w as tr a nsf err e d i n br e a c h of tr ust, 
t hi s d o es n ot r es us cit at e t h e cl ai m a nt's pr o pri et ar y e q uit a bl e i nt er est. T h at i nt er est 
als o is n ot r e vi v e d w h e n t h e ori gi n al p ur c h as er tr a nsf ers t h e pr o p ert y t o a f urt h er 
tr a nsf er e e, w h o, at t h e ti m e of t h e tr a nsf er, is a w ar e t h at t h er e h as b e e n a br e a c h of 
tr ust. O n t h e ot h er h a n d, if t h e s u bs e q u e nt tr a nsf er e e w er e t h e d ef a ulti n g tr ust e e, h e 
or s h e w o ul d n ot b e r el e a s e d fr o m t h e tr ust o bli g ati o ns b ut w o ul d h ol d t h e ass et f or  
t h e b e n efi ci ar y: s e e [ 3], [ 2 3]-[2 4]  a n d  [ 1 6 7]-[1 7 1].  

iii. A cl ai m i n k n o wi n g r e c ei pt c a n n ot s u c c e e d i n t h es e cir c u mst a n c es b e c a us e t h e 
cl ai m a nt's pr o pri et ar y i nt er est h as b e e n e xti n g uis h e d or o v erri d d e n : s e e [ 4], [ 2 3]-
[2 4], [ 1 7 2]  a n d  [ 2 0 1]. 

1 9 5 9.  L or d Bri g gs e x pl ai n e d , at [ 6 0] t o [ 6 1] , t h at i n t h e c as e of a c o m p a n y t h er e is n o pr e -
e xisti n g tr ust or s e p ar ati o n of l e g al titl e fr o m b e n efi ci al i nt er est f or as l o n g as l e g al titl e 
r e m ai ns v est e d i n t h e c o m p a n y. H o w e v er,  a tr ust, wit h a c o n c o mit a nt s plitti n g of l e g al 
titl e fr o m t h e c o m p a n y's c o nti n ui n g b e n efi ci al i nt er est i n t h e mis a p pli e d pr o p ert y o c c urs 
at t h e m o m e nt of t h e tr a n sf er w hi c h c o nstit ut e d t h e mi s a p pli c ati o n. L e g al titl e p ass es t o 
t h e tr a nsf er e e, b ut t h e e q uit a bl e b e n efi ci al i nt er est r e m ai ns wit h t h e c o m p a n y. T h er ef or e,  
t h e c o m p a n y r et ai ns t h e e q uit a bl e i nt er est s uffi ci e nt t o s u p p ort a pr o pri et ar y cl ai m t o t h e 
pr o p ert y or it s tr a c e a bl e pr o c e e ds, a n d a k n o wi n g r e c ei pt p ers o n al cl ai m a g ai nst a n y 
r e ci pi e nt w h o h a d r e c ei v e d t h e pr o p ert y wit h n oti c e of t h e mi s a p pli c ati o n, s u b j e ct t o a n y 
o v erri di n g of it s e q uit a bl e i nt er est i n t h e m e a nti m e . T his is a r e al tr ust a n d n ot j ust a 
br e a c h of fi d u ci ar y d ut y tr e at e d li k e a br e a c h of tr u st b y w a y of a n al o g y. T h e c o m p a n y’s 
cl ai m w o ul d b e d ef e at e d b y a r e ci pi e nt  wit h a b ett er titl e i n cl u di n g a B F P.  

1 9 6 0.  L or d B urr o ws a d dr ess e d t h e s a m e iss u e at [ 1 7 7 ]-[1 8 8]. H e a c c e pt e d t h e s u b mi ssi o n t h at , 
f or t h e li mit e d p ur p os es of e q uit a bl e r eli ef, t h e dir e ct or ( or ot h er fi d u ci ar y) s h o ul d b e 
r e g ar d e d, at t h e p oi nt of c o m mitti n g t h e br e a c h of fi d u ci ar y d ut y i n r el ati o n t o t h e ass ets, 
as a c o nstr u cti v e tr ust e e of t h e ass ets; s o t h at, i m m e di at el y b ef or e t h e  r e c ei pt b y t h e 
d ef e n d a nt, t h e cl ai m a nt w o ul d h a v e a n e q uit a bl e pr o pri et ar y i nt er est , b ut o n e t h at e xist e d 
u n d er a c o nstr u cti v e, r at h er t h a n a n e x pr ess, tr ust.  

1 9 6 1.  C o u ns el f or t h e S ur g e D ef e n d a nts a n d Mr T h o ms o n s u b mitt e d t h at w h er e a r e ci pi e nt h as 
r e c ei v e d pr o p ert y u n d er a c o ntr a ct w hi c h is all e g e d t o h a v e b e e n pr o c ur e d b y a dir e ct or 
i n br e a c h of his d ut y t o t h e c o m p a n y, t h e e xist e n c e of t h e c o ntr a ct, u nl ess a n d u ntil s et 
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asi d e or all e g e d a n d s h o w n t o b e v oi d, j ustifi es t h e r e c ei pt . T his is b e c a us e it pr e v e nts t h e 
c o m p a n y h a vi n g a c o nti n ui n g pr o pri et ar y i nt er est at t h e p oi nt of r e c ei pt.  

1 9 6 2.  T h e S ur g e D ef e n d a nts r eli e d o n  t h e s p e e c h of L or d Ni c h oll s i n Crit eri o n Pr o p erti es pl c 
v Str atf or d U K Pr o p erti e s L L C  [ 2 0 0 4] U K H L 2 8, [ 2 0 0 4] 1 W L R 1 8 4 6. T h e iss u e i n t h at 
c as e w as w h et h er a “ p ois o n pill ” a gr e e m e nt e nt er e d  b y Crit eri o n’s dir e ct ors i n br e a c h of 
fi d u ci ar y d ut y w as e nf or c e a bl e. At first i nst a n c e, a n d i n t h e C o urt of A p p e al, t h e iss u e 
h a d b e e n a n al ys e d b y a p pl yi n g t h e pri n ci pl es f or k n o wi n g r e c ei pt, wit h t h e c o urts 
c o nsi d eri n g w h et h er it w as u n c o ns ci o n a bl e f or t h e c o u nt er p art y t o t h e “ p ois o n pill ” 
a gr e e m e nt t o h ol d Crit eri o n t o it. T h e H o us e of L or ds dis a gr e e d a n d c o nsi d er e d t h at t h e 
c orr e ct a p pr o a c h w as t o c o nsi d er w h et h er Crit eri o n’s dir e ct ors h a d a ct u al or a p p ar e nt 
a ut h orit y t o e x e c ut e t h e a gr e e m e nt. T h e c as e w as n ot c o n c er n e d wit h t h e st at us o f 
c o m p a n y pr o p ert y mi s a p pli e d b y a c o m p a n y dir e ct or a n d t h e n p ai d o v er t o hi m b y a n 
i nt er m e di at e r e ci pi e nt: s e e L or d S c ott ( gi vi n g t h e m aj orit y s p e e c h) at [ 2 7]. 

1 9 6 3.  L or d Ni c h oll s g a v e a c o n c urri n g s p e e c h ( wit h w hi c h L or d W al k er a gr e e d) . At [ 3] t o [ 5] 
h e s ai d , 

" 3. U nf ort u n at el y, i n t h e c o urts b el o w t hi s “ w a nt of a ut h orit y ” 
iss u e w as a p pr o a c h e d o n t h e b asis t h at t h e o ut c o m e t ur n e d o n 
w h et h er O a ktr e e's c o n d u ct w as u n c o ns ci o n a bl e. T his s e e ms t o 
h a v e b e e n t h e t est a p pli e d b y t h e C o urt of A p p e al i n B a n k of 
Cr e dit a n d C o m m er c e I nt er n ati o n al ( O v ers e as) Lt d v A ki n d el e  
[ 2 0 0 1] C h 4 3 7 b ot h t o q u esti o ns of ' w a nt of a ut h orit y' a n d t o 
li a bilit y f or w h at tr a diti o n all y h as b e e n l a b ell e d “ k n o wi n g 
r e c ei pt ”. 

4. I r es p e ctf ull y c o nsi d er t h e C o urt of A p p e al i n A ki n d el e's  c as e 
f ell i nt o err or o n t hi s p oi nt. If a c o m p a n y ( A) e nt ers i nt o a n 
a gr e e m e nt wit h B u n d er w hi c h B a c q uir es b e n efit s fr o m A, A's 
a bilit y t o r e c o v er t h es e b e n efits fr o m B d e p e n ds ess e nti all y o n 
w h et h er t h e a gr e e m e nt is bi n di n g o n A. If t h e dir e ct ors of A w er e 
a cti n g f or a n i m pr o p er p ur p os e w h e n t h e y e nt er e d i nt o t h e 
a gr e e m e nt, A's a bilit y t o h a v e t h e a gr e e m e nt s et asi d e d e p e n ds 
u p o n t h e a p pli c ati o n of f a mili ar pri n ci pl es of a g e n c y a n d 
c o m p a n y l a w. If, a p pl yi n g t h es e pri n ci pl es, t h e a gr e e m e nt is 
f o u n d t o b e v ali d a n d is t h er ef or e n ot s et asi d e, q u esti o ns of 
“ k n o wi n g r e c ei pt ” b y B d o n ot aris e. S o f ar as B is c o n c er n e d 
t h er e c a n b e n o q u esti o n of A's ass ets h a vi n g b e e n mi s a p pli e d. B 
a c q uir e d t h e ass et s fr o m A, t h e l e g al a n d b e n efi ci al o w n er of t h e 
ass ets, u n d er a v ali d a gr e e m e nt m a d e b et w e e n hi m a n d A. If, 
h o w e v er, t h e a gr e e m e nt is s et asi d e, B will b e a c c o u nt a bl e f or 
a n y b e n efits h e m a y h a v e r e c ei v e d fr o m A u n d er t h e a gr e e m e nt. 
A will h a v e a pr o pri et a r y cl ai m, if B still h as t h e ass ets. 
A d diti o n all y, a n d irr es p e cti v e of w h et h er B still h as t h e ass ets i n 
q u esti o n, A will h a v e a p ers o n al cl ai m a g ai nst B f or u nj ust 
e nri c h m e nt, s u bj e ct al w a ys t o a d ef e n c e of c h a n g e of p ositi o n. 
B's p ers o n al a c c o u nt a bilit y will n ot b e d e p e n d e nt u p o n pr o of of 
f a ult or “ u n c o ns ci o n a bl e ” c o n d u ct o n his p art. B's a c c o u nt a bilit y, 
i n t his r e g ar d, will b e “stri ct ”. 
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5. Eit h er w a y, t h er ef or e, w h et h er t h e ... a gr e e m e nt is s et asi d e or 
n ot, q u esti o ns of u n c o ns ci o n a bilit y d o n ot aris e o n Crit eri o n's 
a p pli c ati o n f or s u m m ar y j u d g m e nt. ”  

1 9 6 4.  T his p ass a g e w as o bit er, si n c e t h e u n a ni m o us vi e w w as t h at t h e c as e w as c o n c er n e d wit h 
t h e e nf or c e a bilit y of a n e x e c ut or y c o ntr a ct u n d er w hi c h n o b e n efits h a d p ass e d. It h as 
attr a ct e d criti cis m . I n T h a n a k h ar n v A k ai H ol di n gs Lt d  [ 2 0 1 0] H K C F A 6 4, at [1 2 8 ], L or d 
N e u b er g er, sitti n g i n t h e H o n g K o n g C o urt of Fi n al A p p e al, d es cri b e d L or d Ni c h oll s' 
criti cis m of A ki n d el e  as a n u n c h ar a ct eristi c all y o bs c ur e r e m ar k.  

1 9 6 5.  It is c ert ai nl y n ot a n e as y p ass a g e  t o i nt er pr et. L or d Ni c h oll s w o ul d s e e m t o b e s u g g esti n g 
t h at w h er e a c o m p a n y e nt ers a c o ntr a ct, t h er e c a n b e n o cl ai m i n k n o wi n g r e c ei pt b as e d 
o n t h e c as es c ul mi n ati n g i n A ki n d el e . H e s e e ms t o s a y t h at if t h e c o ntr a ct is h el d t o b e 
v ali d , t h at will d ef e at a cl ai m t o r e c o v er a n y pr o p ert y p assi n g u n d er it; w h er e as if it is 
h el d t o b e i n v ali d, t h e cl ai m a nt will b e r estri ct e d t o r e c o v er y of t h e pr o p ert y i n s p e ci e or 
a cl ai m i n u nj ust e nri c h m e nt . H e als o s e e ms t o s a y t h at t h e q u esti o ns ar e si m pl y t h os e of 
c o ntr a ct a n d c o m p a n y l a w a n d t h at t h e pri n ci pl es i n A ki n d el e  ( a b o ut t h e st at e of mi n d of 
t h e r e ci pi e nt) ar e irr el e v a nt.  

1 9 6 6.  L or d Ni c h oll s h as b e e n i nt er pr et e d i n t w o l at er c a s es as s a yi n g t h at w h er e b e n efits p ass 
u n d er a c o ntr a ct m a d e b y t h e cl ai m a nt, u nl ess t h e c o ntr a ct is s et asi d e t h er e c a n b e n o 
k n o wi n g r e c ei pt cl ai m.  

1 9 6 7.  T h e first is M a d off S e c uriti es I nt er n ati o n al Lt d v R a v e n  [ 2 0 1 3] E W H C 3 1 4 7 ( C o m m). 
At [ 3 6 8] P o p pl e w ell J s ai d “[ w] h er e t h e cl ai m a nt is a c o m p a n y, a n d t h e cl ai m is i n r es p e ct 
of s u ms  p ai d o ut b y t h e c o m p a n y u n d er a c o ntr a ct, t h e n u nl ess t h at c o ntr a ct is s et asi d e 
as b ei n g i n v ali d, t h e r e ci pi e nt m a y r el y u p o n t h e c o ntr a ct t o j ustif y t h e r e c ei pt. I n s u c h 
cir c u mst a n c es , n o q u esti o n of k n o wi n g r e c ei pt ari s es ” ( citi n g Crit eri o n  at [ 4]). I n ot e t h at 
P o p pl e w ell J als o h el d t h at t h er e h a d b e e n n o br e a c h of fi d u ci ar y d ut y b y t h e dir e ct ors.  

1 9 6 8.  T h e s e c o n d is T u k e v H o o d  [ 2 0 2 0] E W H C 2 8 4 3 ( C o m m), a d e cisi o n of J a c o bs J, w h o 
f oll o w e d P o p pl e w ell J’s f or m ul ati o n i n M a d off .  

1 9 6 9.  I a m u n a bl e t o a c c e pt t h e s u b missi o n t h at Crit eri o n  est a blis h es t h at a cl ai m a nt c o m p a n y 
m a y n ot bri n g a c o nstr u cti v e tr ust cl ai m ( or i n d e e d a n e q uit a bl e pr o pri et ar y cl ai m) i n 
r es p e ct of b e n efits p ai d u n d er a c o ntr a ct u nl ess a n d u ntil it h as s u c c e e d e d i n s etti n g asi d e 
t h e c o ntr a ct as b ei n g i n v ali d ( or e v e n t h at it h a s a p pli e d t o d o s o). T h er e ar e s e v er al 
r e as o ns f or t his c o n cl usi o n . 

1 9 7 0.  First, as s h o w n b y B y er s , w h er e a dir e ct or tr a n sf ers c o m p a n y pr o p ert y i n br e a c h of 
fi d u ci ar y d ut y, a tr ust ari s es u n d er w hi c h t h e c o m p a n y is t h e b e n efi ci ar y a n d r et ai ns a n 
e q uit a bl e i nt er est i n t h e pr o p ert y. T his aris es at or i m m e di at el y b ef or e t h e tr a nsf er. T h e 
titl e of t h e r e ci pi e nt d e p e n ds o n t h e g e n er al r ul es s et o ut i n B y ers . A B F P will t a k e f ull 
b e n efi ci al titl e. A r e ci pi e nt w h o is n ot a B F P ( e. g. a v ol u nt e er or a r e ci pi e nt wit h n oti c e) 
will t a k e s u bj e ct t o t h e c o m p a n y’s cl ai m. A r e ci pi e nt of t h e l att er ki n d w h o t h e n p arts 
wit h t h e pr o p ert y will p ot e nti all y b e a c o nstr u cti v e tr ust e e d e p e n di n g o n t h e st at e of it s 
k n o wl e d g e.  

1 9 7 1.  S e c o n d, t h e s u g g esti o n t h at t h e e xist e n c e of a c o ntr a ct w hi c h h as n ot y et b e e n s et asi d e 
is e n o u g h t o d ef e at s u c h cl ai ms is i n c o nsist e nt wit h m a n y c as es c o n c er ni n g p ut ati v e 
B F P s. It will al m ost al w a ys b e t h e c as e t h at a p ers o n cl ai mi n g t o b e a B F P will r el y o n a 
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c o nt a ct (t h at is t h e c or e i d e a of b ei n g a “ p ur c h as er ”). B ut b ei n g a B F P d e p e n ds o n t h e 
d ef e n d a nt est a blis hi n g m or e t h a n j ust a n e xt a nt c o ntr a ct; it r e q uir es , i nt er ali a, a l a c k of 
n oti c e of i m pr o pri et y b y t h e dir e ct ors. I n d e e d, i n m a n y of t h e c as es , t h e c o urt h as n ot 
e v e n as k e d w h et h er t h e c o ntr a ct is v ali d , a n d it h as b e e n a c c e pt e d b y t h e cl ai m a nt t h at 
l e g al titl e h as p ass e d. T h e q u esti o n is w h et h er t h e e q uit a bl e pr o p ert y of t h e cl ai m a nt 
p ersists.  

1 9 7 2.  T h e S ur g e D ef e n d a nts’ s u b missi o n w o ul d i n v ol v e r e pl a ci n g t h e v ari o us el e m e nts of 
d e m o nstr ati n g t h at t h e d ef e n d a nt is a B F P wit h t h e m u c h si m pl er o n e of s h o wi n g t h at t h e 
b e n efits w er e r e c ei v e d u n d er a c o nt a ct wit h t h e cl ai m a nt w hi c h h as n ot b e e n s et asi d e. 
T h at pr o p ositi o n w o ul d b e at o d ds wit h A ki n d el e  ( w hi c h is bi n di n g o n t hi s c o urt), a n d t h e 
pri n ci pl es r est at e d i n B y e rs .  

1 9 7 3.  T hir d, it is w ell -est a blis h e d t h at t h e b ur d e n of pl e a di n g a n d est a blis hi n g  t h e d ef e n c e of 
B F P is o n t h e r e ci pi e nt. T o gr o u n d it s e q uit a bl e pr o pri et ar y cl ai m, t h e cl ai m a nt c o m p a n y 
m ust s h o w a mi s a p pli c ati o n of ass ets i n br e a c h of fi d u ci ar y d ut y a n d r e c ei pt b y t h e 
d ef e n d a nt; it is t h e n f or t h e d ef e n d a nt t o est a blis h it s st at us as a B F P . I a m u n a bl e t o 
a c c e pt t h e s u b missi o n of t h e S ur g e D ef e n d a nts t h at t h e cl ai m a nt als o m ust a p pl y t o s et 
asi d e a n y c o ntr a ct u n d er w hi c h t h e pr o p ert y p ass e d.  

1 9 7 4.  Of c o urs e, t h e e xist e n c e a n d v ali dit y of a n y s u c h c o ntr a ct m a y w ell b e i n pl a y o n c e t h e 
d ef e n c e of B F P is r ais e d. T h e d ef e n d a nt will pr o b a bl y ass ert a c o ntr a ct ( as w ell as t h e 
el e m e nts of t h e B F P d ef e n c e). It m a y b e t h at t h e cl ai m a nt c o nt e n ds t h at t h e c o ntr a ct is 
v oi d b e c a us e e nt eri n g it w as it s elf a br e a c h of fi d u ci ar y d ut y. B ut t h e b ur d e n is o n t h e 
d ef e n d a nt t o r ais e t h e c o ntr a ct; it is n ot f or t h e cl ai m a nt t o s e e k t o s et it asi d e as a pr e-
c o n diti o n f or cl ai mi n g t h e e q uit a bl e titl e . 

1 9 7 5.  F o urt h, t h er e m a y b e c as es w h er e b e n efits ar e p ai d u n d er a c o ntr a ct w hi c h is n ot it s elf 
c a p a bl e of b ei n g s et asi d e or d e cl ar e d v oi d as a m att er of c o ntr a ct l a w or c o m p a n y l a w , 
b ut w h er e t h e c o nti n u e d p erf or m a n c e of t h e c o ntr a ct c o nstit ut es a br e a c h of fi d u ci ar y 
d ut y b y t h e dir e ct ors of t h e c o m p a n y. As a m att er of c o ntr a ct l a w, t h e c o m p a n y m a y n ot 
b e  a bl e t o est a blis h t h at c o ntr a ct is v oi d or t h at t h er e ar e gr o u n ds t o s et it asi d e. B ut it is 
h ar d t o s e e w h y t hi s s h o ul d d ef e at pr o pri et ar y cl ai ms b y t h e c o m p a ny  t o r e c o v er t h e 
pr o p ert y p ass e d u n d er t h e c o ntr a ct i n br e a c h of t h e dir e ct ors’ d ut i es t o t h e c o m p a n y. T h e 
c o m pl ai nt s i n s u c h a c as e aris e fr o m t h e c o nti n u e d p erf or m a n c e of t h e c o ntr a ct, n ot it s 
e xist e n c e or v ali dit y . Th er ef or e , t h e cl ai ms s h o ul d n ot d e p e n d o n s etti n g asi d e or a v oi di n g 
t h e c o ntr a ct.  

1 9 7 6.  Fift h, it is p ossi bl e t h at t h e a b o v e p ass a g es i n Crit eri o n  a n d t h e t w o c as e s w hi c h h a v e 
f oll o w e d it m a y h a v e ari s e n fr o m a c o nfl ati o n wit h t h e ( disti n ct) ki n ds of c o nstr u cti v e 
tr ust cl ai ms b as e d o n a m er e e q uit y (s u c h as t h e ri g ht t o s et asi d e a c o ntr a ct f or 
mi sr e pr es e nt ati o n or u n d u e i nfl u e n c e) . I n s u c h c a s es, t h e e ntir e pr o p ert y p ass es u nl ess 
a n d u ntil t h e c o ntr a ct h a s b e e n s et asi d e, at w hi c h p oi nt a s p e ci al f or m of c o nstr u cti v e 
tr ust aris es (s e e e. g. S h al s o n v R uss o  [ 2 0 0 3] E W H C 1 6 3 7 ( C h)). T h er e ar e s o m e e c h o es 
of t h at r e q uir e m e nt i n t h e t hr e e p ass a g es I h a v e r ef err e d t o. 

1 9 7 7.  Si xt h, it is n ot cl e ar fr o m t h e r e p ort of t h e M a d off  c as e w h et h er t h e ar g u m e nts b as e d o n  
t h e Crit eri o n  p ass a g e w er e  t h e s u bj e ct of a n y c o nt est e d ar g u m e nt. T h e r es ult of t h e  c as e 
c a n b e e x pl ai n e d o n t h e si m pl er b asis t h at, as t h e c o urt f o u n d, t h er e w as n o br e a c h of 
fi d u ci ar y d ut y b y t h e dir e ct ors. T h e c l ai m a nts’ c as e t h er ef or e di d n ot e v e n g et t o first 
b as e; si n c e t h er e w as n o s e p ar ati o n of t h e e q uit a bl e a n d l e g al titl e ( as e x pl ai n e d i n B y ers ).  
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1 9 7 8.  S e v e nt h, i n B y ers  L or d B urr o ws a d dr ess e d Crit e ri o n  at [ 1 8 9] ff. At [ 1 9 6] h e c o n cl u d e d 
t h at if L or d Ni c h oll s w as s u g g esti n g t h at A ki n d el e  w as wr o n gl y r e as o n e d, h e w as g oi n g 
t o o f ar. At [ 1 9 7] of B y e rs , L or d B urr o ws  s ai d t h at w h er e b e n efits h a d p a ss e d u n d er a 
c o ntr a ct w hi c h h a d it s elf b e e n e nt er e d i nt o i n br e a c h of fi d u ci ar y d ut y , t h er e m a y b e 
v ari o us r e m e di es, b ot h at c o m m o n l a w f or u nj ust e nri c h m e nt a n d i n e q uit y ( pr o pri et ar y 
cl ai ms a n d k n o wi n g assi st a n c e). T his is at o d ds wit h L or d Ni c h oll s’ s u g g esti o n t h at  t h e 
pri n ci pl es i n A ki n d el e  c a n h a v e n o a p pli c ati o n w h er e b e n efits p ass u n d er a c o ntr a ct.  

1 9 7 9.  I n t hi s c o nt e xt, c o u ns el f or t h e S ur g e D ef e n d a nts s u b mitt e d t h at i n t his p ass a g e of  B y ers  
( w hi c h h e a c c e pt e d w a s o bit er), L or d B urr o w s i nt e n d e d t o r estri ct s u c h e q uit a bl e 
pr o pri et ar y a n d k n o wi n g assi st a n c e cl ai ms t o c as es w h er e t h e r el e v a nt c o ntr a ct u n d er 
w hi c h pr o p ert y h a d tr a n sf err e d w as v oi d ( as b ei n g e nt er e d i nt o i n br e a c h of fi d u ci ar y 
d ut y) (s e e [ 1 9 2] a n d [ 1 9 6]) . I d o n ot t hi n k t h at L or d B urr o ws w as i nt e n di n g t o st at e s u c h 
a br o a d pri n ci pl e  f or s e v er al r e as o ns.  

i. First, p ar a gr a p h [ 1 9 2] of B y ers  g a v e s o m e e x a m pl es, b ut di d n ot pr o p os e a n 
e x h a usti v e li st.  

ii. S e c o n d, e arli er i n his j u d g m e nt , L or d B urr o ws h a d s et o ut t h e g e n er al pri n ci pl e t h at 
a n e q uit a bl e pr o pri et ar y cl ai m w o ul d aris e w h er e t h er e w as a dis p ositi o n of 
c o m p a n y pr o p ert y i n br e a c h of fi d u ci ar y d ut y a n d t h at t hi s c o ul d b e d ef e at e d b y t h e 
d ef e n c e of B F P. H e c o ul d n ot h a v e i nt e n d e d i n [ 1 9 6] t o s u g g est a dil uti o n of t h e 
r e q uir e m e nts of t hi s d ef e n c e b y r e pl a ci n g it wit h t h e m or e e asil y s ati sfi e d d ef e n c e 
of “ v ali d c o ntr a ct ”. H a vi n g j ust s et o ut t h e pri n ci pl es, i n cl u di n g t h e B F P d ef e n c e, 
h e c o ul d n ot h a v e i nt e n d e d t o r e pl a c e it wit h s o m et hi n g l ess d e m a n di n g.  

iii. T hir d, i n t h es e p ass a g es , L or d B urr o ws w as d e ali n g wit h t h e r el e v a n c e , if a n y, of 
L or d Ni c h oll s’ s p e e c h i n Crit eri o n , w hi c h i n cl u d e d t h e s u g g esti o n t h at A ki n d el e  
h a d n o r el e v a n c e w h er e b e n efits p ass e d u n d er a c o ntr a ct. L or d B urr o ws dis a gr e e d 
wit h t h at br o a d s u g g esti o n o n t h e b asis t h at t h er e c o ul d b e k n o wi n g r e c ei pt cl ai ms 
( as w ell as c o m m o n l a w cl ai ms i n u nj ust e nri c h m e nt a n d pr o pri et ar y cl ai m s) e v e n 
w h er e t h er e h a d b e e n a c o ntr a ct. T h at w as t h e p oi nt h e w as a d dr essi n g, a n d it w as 
s uffi ci e nt t o s h o w t h at t h er e c o ul d b e c as es w h er e k n o wi n g r e c ei pt w as still 
r el e v a nt.  

i v. F o urt h, L or d B urr o ws w as n ot p ur p orti n g t o d e al wit h t h e ki n d of c as es d e s cri b e d 
a b o v e w h er e t h e c o ntr a ct it s elf m a y b e v ali d, b ut p erf or m a n c e of t h e c o ntr a ct b y 
t h e dir e ct ors w as i n br e a c h of fi d u ci ar y d ut y a n d a m o u nt e d t o a mi s a p pli c ati o n of 
t h e c o m p a n y’s ass ets.  

v.  Fift h, a n d i n a n y e v e nt, i n m y vi e w, L or d B urr o ws w as n ot c o n c er n e d wit h t h e 
pr o c e d ur al q u esti o n of w hi c h p art y h as t h e b ur d e n of pl e a di n g a n d pr o vi n g t h e 
e xist e n c e of a c o ntr a ct. I d o n ot r e a d hi m as d e p arti n g fr o m t h e ort h o d o x vi e w t h at 
t h e b ur d e n of est a blis hi n g t h e B F P d ef e n c e r ests wit h t h e d ef e n d a nt. 

1 9 8 0.  F or t h es e r e as o ns , I d o n ot a c c e pt t h at Crit eri o n , M a d off  or T u k e  h a v e i ntr o d u c e d a 
r e q uir e m e nt t h at b ef or e a n e q uit a bl e pr o pri et ar y or k n o wi n g r e c ei pt cl ai m c a n b e br o u g ht 
t h e cl ai m a nt c o m p a n y m ust a p pl y t o s et asi d e a n y c o ntr a ct u n d er w hi c h t h e r el e v a nt 
tr a nsf ers w er e m a d e. T o t h e e xt e nt t h at M a d off  a n d T u k e  s u p p ort t h e pr o p ositi o n 
a d v a n c e d b y t h e S ur g e D ef e n d a nts , I c o nsi d er t h at t h e y ar e wr o n gl y d e ci d e d. I n m y 
j u d g m e nt, t h e pri n ci pl es ar e a ut h orit ati v el y s et o ut i n B y ers . 
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1 9 8 1.  T h er e ar e f urt h er r el e v a nt l e g al pri n ci pl e s c o n c er ni n g t h e cl ai ms a g ai nst Mr T h o ms o n  
a n d Mr G ol di n g : 

i. A d ef a ulti n g fi d u ci ar y (i n cl u di n g a dir e ct or) is li a bl e t o t h e pri n ci p al as a 
c o nstr u cti v e tr ust e e f or a n y b e n efits r e c ei v e d i n br e a c h of d ut y. It d o es n ot m att er 
h o w m a n y h a n ds m o n e y d eri vi n g fr o m t h e pri n ci p al m a y h a v e p ass e d t hr o u g h a n d 
q u esti o ns of v al u e ar e irr el e v a nt.  I n d e e d, w h er e a d ef a ulti n g fi d u ci ar y h as r e c ei v e d 
b e n efits fr o m a br e a c h of d ut y, t h e ass ets n e e d n ot e v e n d eri v e fr o m t h e pri n ci p al:  
s e e F H R E ur o p e a n V e nt ur es L L P v C e d ar C a pit al P art n ers L L C  [ 2 0 1 5] A C 2 5 0. 

ii. A d ef a ulti n g fi d u ci ar y c a n n ot i ns ul at e hi m s elf fr o m a pr o pri et ar y cl ai m b y 
p ur c h asi n g pr o p ert y fr o m a B F P : Wil k es v S p o o n er  [ 1 9 1 1] 2 K B 4 7 3; a n d B y ers 
(s e e [1 9 5 8.iii ] a b o v e) .  

1 9 8 2.  As t o t h e el e m e nt of n oti c e i n t h e d ef e n c e of B F P, t h e p ositi o n w as s u m m aris e d b y F o xt o n 
J i n S eri o us Fr a u d Offi c e v Liti g ati o n C a pit al Lt d  [2 0 2 1] E W H C 1 2 7 2 ( C o m m) at [ 1 4 5]:  

“ i) T h e c o urt m ust c o nsi d er w h et h er, o n t h e f a cts k n o w n t o t h e 
p ers o n cl ai mi n g t o b e wit h o ut n oti c e, a r e as o n a bl e p ers o n wit h 
t h e attri b ut es of t h e r el e v a nt p ers o n s h o ul d h a v e a p pr e ci at e d t h at 
a pr o pri et ar y ri g ht ( n ot m er el y a pr o pri et ar y cl ai m) pr o b a bl y 
e x ist e d. If s o, t h er e is c o nstr u cti v e n oti c e ( w hi c h, t o disti n g ui s h 
it fr o m t h e f urt h er st a g es of t h e e n q uir y, it is c o n v e ni e nt t o r ef er 
t o as “ t y p e 1”  c o nstr u cti v e n oti c e).  

ii) If t h er e is n o t y p e 1 c o nstr u cti v e n oti c e, t h e c o urt s h o ul d 
c o nsi d er w h et h er t h e f a cts k n o w n t o t h e p ers o n cl ai mi n g t o b e 
wit h o ut n oti c e w o ul d h a v e l e d a r e as o n a bl e p ers o n wit h t h e 
r el e v a nt attri b ut es t o m a k e e n q uiri es or s e e k a d vi c e w hi c h, h a d 
t h e y b e e n ma d e or s o u g ht, w o ul d h a v e r e v e al e d t h e pr o b a bl e 
e xist e n c e of s u c h a ri g ht. If s o, t h er e is als o c o nstr u cti v e n oti c e 
(“ t y p e 2”  c o nstr u cti v e n oti c e).  

iii) T h e t hr es h ol d f or s e e ki n g a d vi c e or m a ki n g e n q uiri es is n ot 
m er el y w h er e a r e as o n a bl e p ers o n w o ul d h a v e b e e n a w ar e of a 
p ossi bl e ri g ht, b ut n or it is n e c ess ar y t h at h e w o ul d h a v e b e e n 
a w ar e of a pr o b a bl e ri g ht. T h e st at e of k n o wl e d g e w hi c h tri g g ers 
s u c h a d ut y li es s o m e w h er e b et w e e n t h e t w o. E n q uiri es m ust b e 
m a d e w h er e t h er e is a s eri o us p ossi bilit y of a t hir d p art y h a vi n g 
s u c h a ri g ht or, t o p ut it a n ot h er w a y, if t h e f a cts k n o w n w o ul d 
gi v e a r e as o n a bl e p ers o n wit h t h e r el e v a nt attri b ut es s eri o us 
c a u s e t o q u esti o n t h e pr o pri et y of t h e tr a ns a cti o n. ”  

1 9 8 3.  T h e r e q uir e m e nt of b o n a fi d es m ust b e s ati sfi e d e v e n w h er e t h e a bs e n c e of n oti c e  is 
pr o v e d: Mi dl a n d B a n k T r ust v Gr e e n  [ 1 9 8 1] A C 5 1 3, at p. 5 2 8.  

1 9 8 4.  A d ef e n d a nt c a n n ot r el y o n t h e B F P d ef e n c e u nl e ss t h e c o nsi d er ati o n or p ur c h as e pri c e 
h as alr e a d y b e e n p ai d; t h e c o nsi d er ati o n m ust b e e x e c u t e d a n d a n u nf ulfill e d pr o mis e 
d o es n ot i n v ol v e t h e pr o visi o n of v al u e f or t hi s p ur p os e: s e e S n ell’s E q uit y , 3 4t h e d., [ 4 -
0 2 2] .  
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1 9 8 5.  T h e b ur d e n is o n t h e p ers o n s e e ki n g t o est a blis h t h e B F P d ef e n c e.  

T h e s p e cifi c e q uit a bl e pr o pri et ar y cl ai ms   

1 9 8 6.  T h e Cl ai m a nts r eli e d at t h e tri al o n a n u m b er of str a n ds of e vi d e n c e.  First, t h e e vi d e n c e 
of Mr H u ds o n, w h o e x pl ai n e d t h at t h e c o n n e ct e d b orr o w ers h a d n o r e al s o ur c e of  f u n di n g 
ot h er t h a n L C F. I h a v e a c c e pt e d t hi s e vi d e n c e. S e c o n d, a d mi ssi o ns b y s o m e of t h e 
D ef e n d a nts t h at all of t h eir pr o p ert y is d eri v e d fr o m L C F ( w h oll y or i n p art). T hir d, a 
tr a ci n g e x er cis e c o n d u ct e d b y r ef er e n c e t o a l ar g e q u a ntit y of b a n k st at e m e nts. S o m e of 
t h es e w er e c oll e ct e d d uri n g t h e c o urs e of t h e tri al t hr o u g h t hir d p art y dis cl os ur e or d ers 
a g ai nst b a n ks.  

1 9 8 7.  It i s c o n v e ni e nt t o a d dr es s t h e cl ai ms a g ai nst t h e D ef e n d a nts i n t ur n. 

1 9 8 8.  S o m e of t h e c o n cl usi o ns r e a c h e d b el o w t ur n o n q u esti o ns of n oti c e t o b e attri b ut e d t o 
v ari o us c o m p a ni es. I h a v e a d dr ess e d t h e st at e s of mi n d of Mr T h o ms o n , Mr G ol di n g  a n d 
Mr S e d g wi c k  i n d et ail a b o v e. As t o Mr H u m e -K e n d all  a n d Mr B ar k er , I h a v e d es cri b e d 
a n d m a d e fi n di n gs a b o ut i nt er ali a (i) t h eir r ol es i n r el ati o n t o t h e S P As a n d v ari o us 
c o n n e ct e d b orr o w ers ; (ii) t h e s h ari n g arr a n g e m e nts b et w e e n t h e first f o ur i n di vi d u al 
D ef e n d a nts, i n cl u di n g t h e m; (iii) t h eir i nt er est s u n d er G ol di n g -S H K A gr e e m e nt, 
i n cl u di n g t h eir u n d erst a n di n g of t h e f u n cti o n of L C F as a f u n d-r aisi n g v e hi cl e; (i v) t h eir 
k n o wl e d g e of t h e w a y i n w hi c h L C F w as m ar k eti n g t h e b o n ds t o b o n d h ol d ers; ( v) t h e 
n at ur e of t h e r el ati o ns hi p b et w e e n Mr B ar k er  a n d Mr G ol di n g ; a n d ( vi) Mr H u m e -
K e n d all ’s i n v ol v e m e nt i n S a n ct u ar y a n d S A F E ( b ef or e it b e c a m e L C F).  T h e cl ai ms 
a g ai nst Mr H u m e -K e n d all  a n d Mr B ar k er  h a v e b e e n c o m pr o mis e d, b ut t h eir st at e of mi n d 
is a r el e v a nt el e m e nt i n t h e a n al ysi s w hi c h f oll o ws. I a m s ati sfi e d o n t h e b asis of t h e 
d et ail e d fi n di n gs I h a v e m a d e a b o ut t h e m a b o v e, t h at t h e y w er e o n n oti c e of t h er e b ei n g 
a s eri o us p ossi b ilit y of i m pr o pri et y i n r el ati o n t o L C F: s p e cifi c all y, t h at t h e y k n e w f a ct s 
gi vi n g ris e ( at l e ast) t o t h e s eri o us p ossi bilit y t h at t h e b usi n ess of L C F w as b ei n g 
c o n d u ct e d fr a u d ul e ntl y i n t h e s e ns e t h at it w as r aisi n g m o n e y fr o m t h e p u bli c b y f als e 
pr et e n c es f or t h e p ur p os e of f u n di n g e ntiti es ass o ci at e d wit h Mr G ol di n g  a n d Mr H u m e -
K e n d all ; a n d t h at p a y m e nts m a d e o ut of t h e f u n ds of L C F t h er ef or e i n v ol v e d i m pr o pri et y. 
T h e y c arri e d o n ( p ers o n all y a n d as dir e ct ors of c o m p a ni es) t a ki n g a d v a nt a g e of t h e 
p a y m e nts.  

1 9 8 9.  I n t h e f oll o wi n g s e cti o ns, I s h all a d dr ess t h e v ari o us p a y m e nt -c h ai ns  r eli e d o n b y t h e 
Cl ai m a nts. I s h all n ot att e m pt h er e t o s et o ut e v er y st e p i n t h e s e c h ai ns b ut h a v e r e vi e w e d 
t h e e vi d e n c e a n d h a v e s ati sfi e d m ys elf of t h e f oll o wi n g c o n cl usi o ns o n t h e b al a n c e of 
pr o b a biliti es.  

E q uit a bl e pr o pri et ar y c l ai m s a g ai n st Mr G ol di n g  

1 9 9 0.  I h a v e f o u n d t h at Mr G ol di n g  w as a s h a d o w dir e ct or of L C F at all m at eri al ti m es a n d 
o w e d L C F fi d u ci ar y o bli g ati o ns . I h a v e als o f o u n d t h at h e w as a d ef a ulti n g fi d u ci ar y. I 
fi n d t h at h e is li a bl e t o a c c o u nt t o L C F as a c o nstr u cti v e tr ust e e f or all b e n efits r e c ei v e d 
b y hi m dir e ctl y or i n dir e ctl y fr o m L C F.  T h os e b e n efits ar e i d e ntifi e d b el o w.  

1 9 9 1.  T h o u g h t h at is s uffi ci e nt t o est a blis h t h e cl ai ms a g ai nst Mr G ol di n g , f or c o m pl et e n ess I 
als o a d dr ess t h e Cl ai m a nts’ c as e t h at L C F c o nti n u e d t o h a v e a s u bsi sti n g e q uit a bl e 
pr o pri et ar y i nt er est i n t h e ass ets t h e h a n ds of i nt er m e di at e r e ci pi e nts b e c a us e n o n e of 
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t h os e i nt er m e di at e r e ci pi e nts w as a b o n a fi d e p ur c h as er f or v al u e wit h o ut n oti c e. I s h all 
a d dr ess t h es e cl ai ms b el o w , b y r ef er e n c e t o t h e v ari o us r e c ei pt s of Mr G ol di n g . 

1 9 9 2.  T h e Cl ai m a nts als o r el y o n t h e pri n ci pl e t h at a d ef a ulti n g fi d u ci ar y c a n n ot a c q uir e g o o d 
titl e t o ass ets p ai d a w a y i n br e a c h of fi d u ci ar y d ut y fr o m a n i nt er m e di at e B F P.  I fi n d t h at 
t h at pri n ci pl e als o a p pli e s h er e.  

1 9 9 3.  I t ur n t o Mr G ol di n g’s dir e ct or i n dir e ct r e c ei pt s fr o m L C F. 

P a y m e nts f r o m F S E S t o Mr G ol di n g  

1 9 9 4.  F S E S  als o k n o w n as Ri v er L o d g e E q u estri a n C e ntr e U K  Li mit e d , p ai d a t ot al of £ 7 9 1, 1 2 8 
t o Mr G ol di n g  b et w e e n 9  J a n u ar y 2 0 1 8 a n d 2 7  J ul y 2 0 1 8.  

1 9 9 5.  T h e e vi d e n c e s h o ws t h at t his w as f u n d e d b y a p a y m e nt fr o m L C F t o F S E S dir e ctl y of 
£ 9 0 4, 0 5 0 o n 1 4  D e c e m b er 2 0 1 7 , b ef or e F S E S m a d e t h e o n w ar d p a y m e nt of £ 7 9 1, 1 2 8 t o 
Mr G ol di n g . 

1 9 9 6.  I fi nd  f or t h e f oll o wi n g r e as o ns t h at F S E S w as o n n oti c e t h at t h e m o n e y  h a d b e e n p ai d 
o ut of L C F i n br e a c h of fi d u ci ar y d ut y :  

i. T h o u g h t h e s ol e d e j ur e dir e ct or a n d s h ar e h ol d er of F S E S w as R af a el Ari z a -
S a n ct u ar y, I fi n d t h at Mr G ol di n g  w as t h e dir e cti n g mi n d a n d will of F S E S at all 
m at eri al ti m es: (i) Mr G ol di n g  g a v e i nstr u cti o ns t o Mr S e d g wi c k  a n d Mr D arr a g h 
O’ D e a i n c o n n e cti o n wit h F S E S’ s aff airs fr o m it s i n c or p or ati o n o n w ar ds, as 
a p p e ars fr o m e m ails d at e d 2 0  J a n u ar y 2 0 1 7  o n w ar ds i nt o w hi c h Mr G ol di n g  w as 
c o pi e d, a n d i nt o w hi c h R af a el Ari z a -S a n ct u ar y w as n ot c o pi e d; (ii) Mr G ol di n g  
g a v e i nstr u cti o ns i n c o n n e cti o n wit h F S E S ’s o p e ni n g of a b a n k a c c o u nt;  (iii) Mr 
G ol di n g  r e q uir e d d o c u m e nts c o n c er ni n g F S E S t o b e e x e c ut e d; (i v) 
c o m m u ni c ati o ns b et w e e n L C F a n d F S E S w er e a d dr ess e d t o Mr G ol di n g ’s p ers o n al 
a d dr ess at H o m e F ar m, W arr e n R o a d, Cr o w b or o u g h; ( v) Mr G ol di n g  w as i n 
s u bst a n c e c o nsi d er e d t o b e t h e o w n er a n d c o ntr oll er of t h e s h ar es : on 1 1  S e pt e m b er 
2 0 1 7 , Mr S e d g wi c k  e m ail e d Mr G ol di n g  t o s a y t h at “I n ot e t h at all t h e s h ar es i n 
t h e E n glis h c o m p a n y ar e o w n e d b y R af a el I d o t hi n k t h at n e e d [si c] t o h a v e s o m e 
f or m of tr ust arr a n g e m e nt wit h R af a el t o c o ntr ol t h e s h ar es ”; a n d w h e n Mr 
S e d g wi c k  l at er n ot e d t h at Mr Ari z a -S a n ct u ar y o w n e d t h e s h ar es i n F S E S, Mr 
S e d g wi c k ’s r e a cti o n w as t o as k “ h a v e y o u g ot a tr ust d e e d fr o m hi m ? ”; ( vi) Mr 
G ol di n g  o w n e d ( at l e ast) 5 0 % of t h e s h ar es i n F S E S, w hi c h w er e h el d o n tr ust f or 
hi m b y  Mr Ari z a -S a n ct u ar y, i n cir c u mst a n c es w h er e Mr  G ol di n g  w as dis q u alifi e d 
fr o m h a vi n g a n y dir e ct or i n dir e ct r ol e i n t h e m a n a g e m e nt of c o m p a ni es; a n d ( vii) 
Mr Ari z a -S a n ct u ar y hi m s elf a c k n o wl e d g e d t h at h e w as p ut i n pl a c e b y Mr G ol di n g ; 
a n d w h e n h e w as c o nt a ct e d b y a j o ur n ali st i n 2 0 1 9, h e m a d e t hi s p oi nt t o Mr B ar k er : 
“I h a d n o i d e a a b o ut L C F a n d w h at S p e n c er g ot m e i nt o I’ m st arti n g t o t hi n k I w as 
us e d .”  

ii. F S E S di d n ot gi v e v al u e f or it s r e c ei pt s fr o m L C F. As t o t h e l o a n a gr e e m e nt 
b et w e e n L C F a n d F S E S si g n e d o n or ar o u n d  9  O ct o b er 2 0 1 7 : (a ) F S E S’s  p ur el y 
e x e c ut or y pr o mis e t o r e p a y t h e l o a n is n ot v al u e f or t h es e p ur p os es, a n d ( b ) i n a n y 
e v e nt, F S E S (t hr o u g h Mr G ol di n g (s e e i. a b o v e)) h a d n oti c e i n t h e r el e v a nt s e ns e.  
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iii. T h o u g h t h e e vi d e n c e s h o ws t h at Mr G ol di n g  m a d e p a y m e nts t o F S E S w hi c h (i n 
t ot al) e x c e e d e d t h e a m o u nts p ai d fr o m F S E S t o hi m s elf, t hi s d o es n ot d ef e at t h e 
cl ai m . W h er e Mr G ol di n g  m a d e p a y m e nts t o f u n d c o n n e ct e d c o m p a ni es s u c h as 
F S E S, t h e Cl ai m a nts ar e e ntitl e d ( a bs e nt c o ntr ar y e vi d e n c e) t o tr e at t hos e p a y m e nts 
as h a vi n g b e e n fr o m Mr G ol di n g ’s o w n m o ne y  ori gi n ati n g fr o m a diff er e nt s o ur c e 
(r at h er t h a n t h e m o ne y  p ai d t o hi m b y L C F).  

i v. N o b asis h as b e e n s u g g est e d o n w hi c h Mr G ol di n g  g a v e v al u e f or his r e c ei pt s fr o m 
F S E S.  

P a y m e nts f r o m G C E N t o Mr G ol di n g  

1 9 9 7.  G C E N p ai d a t ot al of £ 8, 7 9 6, 5 2 7. 5 0 t o Mr G ol di n g  b et w e e n 2 2  J u n e 2 0 1 6  a n d 2 7  
N o v e m b er 2 0 1 8 .  

1 9 9 8.  As alr e a d y e x pl ai n e d, G C E N w as L C F’s p a y m e nt a g e nt. S u ms  h el d b y G C E N w er e 
c oll e ct e d b y G C E N fr o m b o n d h ol d ers o n L C F’s b e h alf a n d b el o n g e d b e n efi ci all y t o L C F . 
P a y m e nts fr o m G C E N t o Mr G ol di n g  w er e  t h us p a y m e nts fr o m L C F t o Mr G ol di n g . 

1 9 9 9.  N o b asis h as b e e n s u g g est e d o n w hi c h Mr G ol di n g  g a v e v al u e f or his r e c ei pt s fr o m 
G C E N . Mr G ol di n g  w as , i n a n y c as e, o n n oti c e t h at t h e p a y m e nts t o hi m w er e m a d e b y 
L C F i n br e a c h of t h e dir e ct ors’ d ut i es f or r e as o ns d et aile d  a b o v e.  

P a y m e nt f r o m Gr e e n El e ctri cit y t o Mr G ol di n g  

2 0 0 0.  Gr e e n El e ctri cit y w as k n o w n t hr o u g h o ut t h e p eri o d i n q u esti o n as L eis ur e a n d T o uris m 
Li mit e d. It r e c ei v e d s u ms  fr o m S A F E/ L C F t o m a k e i nt er est p a y m e nts t o t h e S a n ct u ar y 
i n v est ors d uri n g t h e r el e v a nt p eri o d. It c h a n g e d it s n a m e t o Gr e e n El e ctri city o n 6 M a y 
2 0 2 2.  

2 0 0 1.  Gr e e n El e ctri cit y p ai d t h e s u m of £ 1 3, 0 2 3. 8 6 t o Mr G ol di n g  b et w e e n 2 8  J u n e 2 0 1 8  a n d 
2 9  N o v e m b er 2 0 1 8 . 

2 0 0 2.  I fi n d t h at Gr e e n E n er g y w as f u n d e d b y L C F i n f o ur w a ys: 

i. b y O n e M o n d a y (i n t h e n et s u m of £ 6 2 3, 1 4 8. 0 6), ulti m at el y f u n d e d b y L C F ( as 
S A F E);  

ii. b y S a n ds E q uit y (i n t h e n et s u m of £ 9 1, 7 9 8. 6 2), ulti m at el y f u n d e d b y L C F;  

iii. b y L C F dir e ctl y (i n t h e n et s u m of £ 1, 7 3 9, 1 5 5); a n d  

i v. b y Pri m e R D L (i n t h e n et s u m of £ 7 1 8, 3 8 6. 2 9),  ulti m at el y f u n d e d b y L C F.  

2 0 0 3.  Gr e e n El e ctri cit y di d n ot tr a d e ( a n d t h er ef or e a p p e ars t o h a v e h a d n o ot h er r e al s o ur c e of 
i n c o m e ot h er t h a n L C F), as Mr H u ds o n e x pl ai ns i n his e vi d e n c e. T h er e is n o b asis f or 
s u g g esti n g  t h at Gr e e n El e ctri cit y g a v e a n y v al u e f or t h e s u ms t h at it r e c ei v e d.  

2 0 0 4.  I n a n y e v e nt, t h er e is n ot hi n g t o s h o w t h at Gr e e n El e ctri cit y w as a cti n g b o n a fi d e a n d/ or 
w as n ot o n n oti c e t h at s u ms  h a d b e e n p ai d fr o m L C F (i n cl u di n g as S A F E) i n br e a c h of 
fi d u ci ar y d ut y. T h e b a n k st at e m e nts of Gr e e n El e ctri cit y r e v e al t h at c o nsi d er a bl e 
p a y m e nts w er e m a d e fr o m it s a c c o u nts t o c o m p a ni es c o n n e ct e d wit h Mr T h o ms o n , Mr 
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H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g , a n d it s dir e ct ors ( Mr P e a c o c k a n d Mr H e nr y 
H u m e -K e n d all) e a c h h a d  li n ks t o Mr H u m e -K e n d all . M or e o v er, as e x pl ai n e d a b o v e, 
Gr e e n El e ctri cit y ( u n d er t h e n a m e L eis ur e a n d T o uris m Li mit e d)  r e c ei v e d s u ms  fr o m 
n e w S A F E/ L C F i n v est or s t o f u n d i nt er est p a y m e nts t o e xisti n g S a n ct u ar y i n v est ors.  

2 0 0 5.  F urt h er, n o b asis h as b e e n a d v a n c e d o n w hi c h t o c o n cl u d e Mr G ol di n g  g a v e v al u e f or his 
r e c ei pt s fr o m Gr e e n El e ctri cit y a n d, i n a n y e v e nt, h e h as n ot s h o w n t h at h e w as a b o n a 
fi d e p ur c h as er wit h o ut n oti c e.  

P a y m e nts f r o m L C C L t o Mr G ol di n g  

2 0 0 6.  L C C L p ai d t h e gr oss t ot al of £ 1 0 9, 4 5 4. 1 7 t o Mr G ol di n g  b et w e e n  6  M ar c h 2 0 1 4  a n d  3  
J u n e 2 0 1 6 .  

2 0 0 7.  In t h e e arl y p eri o d , w h e n s u ms  fr o m S A F E i n v est ors w er e b ei n g p ai d t o B uss M urt o n, 
B uss M urt o n tr a nsf err e d s u ms  t o O n e M o n d a y, w hi c h tr a nsf err e d s u ms  t o L C C L. L at er , 
fr o m ab o ut  2 8  A u g ust 2 0 1 5  o n w ar ds, L C F m a d e p a y m e nts t o L & T D, w hi c h i n t ur n 
tr a nsf err e d s u ms  t o L C C L. B et w e e n 2 8 A u g ust 2 0 1 5  a n d  2  D e c e m b er 2 0 1 6 , L C F p ai d 
t h e n et s u m of £ 1 7, 6 7 4, 8 0 6. 5 0 t o L & T D; a n d L & T D p ai d £ 4, 0 7 0, 6 7 4 t o L C C L.  

2 0 0 8.  I fi n d t h at: (i) S A F E f u n d e d p a y m e nts t o L C C L vi a O n e M o n d a y i n s uffi ci e nt s u ms t o b e 
tr a c ed  i nt o p a y m e nts t o Mr G ol di n g  fr o m 6  M ar c h 2 0 1 4  o n w ar ds; a n d (ii) fr o m ar o u n d 
2 8  A u g ust 2 0 1 5  o n w ar d s, L C F p ai d s u ms  t o L & T D, w hi c h i n t ur n f u n d e d L C C L, i n 
s uffi ci e nt s u m s t o b e tr a c ed  i nt o s u bs e q u e nt p a y m e nts t o Mr G ol di n g . 

2 0 0 9.  I fi n d t h at L C C L w as o n n oti c e t h at s u ms  h a d b e e n p ai d d eri vi n g fr o m L C F. S p e cifi c all y: 
(i) Mr T h o ms o n  w as a dir e ct or of L C C L fr o m 1 8  D e c e m b er 2 0 1 2 u ntil 2 7  M ar c h 2 0 1 4 , 
a n d a g ai n fr o m 1 2  M ar c h 2 0 1 4  u ntil 1 5  A u g ust 2 0 1 5 ; (ii) Mr H u m e -K e n d all  w as a 
dir e ct or of L C C L fr o m 1 1  J u n e 2 0 1 3 u ntil 1 4  M ar c h 2 0 1 7 ; (iii) Mr S e d g wi c k  w as a 
dir e ct or of L C C L fr o m 1 8  D e c e m b er 2 0 1 2 u ntil 1 2  M ar c h 2 0 1 8 . I a m s ati sfi e d t h at t h e y 
h a d n oti c e of p ossi bl e i m pr o pri et y o n t h e p art of L C F.  

2 0 1 0.  L & T D w as als o o n n oti c e t h at t h e m o n e y  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y 
d ut y, as e x pl ai n e d f urt h er b el o w.  

2 0 1 1.  N o b asis h as b e e n s u g g e st e d o n w hi c h t o c o n cl u d e t h at Mr G ol di n g  g a v e v al u e f or his 
r e c ei pt s fr o m L C C L or t h at h e w as a b o n a fi d e p ur c h as er t h er e of wit h o ut n oti c e.  

P a y m e nts f r o m L & T D t o Mr G ol di n g  

2 0 1 2.  L & T D p ai d a t ot al of £ 8, 9 6 9, 7 2 1. 5 0 t o Mr G ol di n g  b et w e e n  5  O ct o b er 2 0 1 5  a n d  4  M a y 
2 0 1 7 . 

2 0 1 3.  L & T D w as i n t ur n f u n d e d b y s u ms  p ai d fr o m L C F: (i) u p t o a n d i n cl u di n g  5  O ct o b er 
2 0 1 5 , L C F p ai d L & T D a n et t ot al of £ 3 6 7, 6 5 0; a n d (ii) b et w e e n 6  O ct o b er 2 0 1 5  a n d  4  
M a y 2 0 1 7 , L C F p ai d L & T D a n et t ot al of £ 2 6, 4 6 4, 7 3 5. 7 3. T his is a c o m bi n e d n et t ot al 
of £ 2 6, 8 3 2, 3 8 5. 7 3.  

2 0 1 4.  S u ms  p ai d fr o m L C F t o L & T D w er e als o us e d t o f u n d p a y m e nts t o Mr G ol di n g  t hr o u g h 
ot h er b orr o wi n g c o m p a ni es.  
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2 0 1 5.  I fi n d t h at L & T D w as o n n oti c e t h at t h e m o n e y  h a d b e e n p ai d o ut of L C F i n br e a c h of 
fi d u ci ar y d ut y. I n t hi s r e g ar d: (i) Mr T h o ms o n  w as a dir e ct or of L & T D u ntil 1 2  F e br u ar y 
2 0 1 6 , s u c h t h at L & T D h a d k n o wl e d g e of all t h e f a cts k n o w n t o Mr T h o ms o n  as at 1 2  
F e br u ar y 2 0 1 6 ; (ii) Mr H u m e -K e n d all  w as a dir e ct or of L & T D b et w e e n 2 3  J a n u ar y 2 0 1 5  
a n d  4  M a y 2 0 1 8 ; (iii) Mr S e d g wi c k  w as a dir e ct or a n d/ or c o m p a n y s e cr et ar y of L & T D 
u ntil 1 2  M ar c h 2 0 1 8 . T h eir k n o wl e d g e is t o b e attri b ut e d t o L & T D. I fi n d (as d et ail e d 
a b o v e) t h at e a c h of t h e m h a d n oti c e of i m pr o pri et y i n r el ati o n t o L C F. 

2 0 1 6.  L & T D g a v e n o v al u e f or t h e r e c ei pt of s u ms  fr o m L C F. L & T D’s p ur el y e x e c ut or y 
pr o mis e t o r e p a y t h e l o a n is n ot v al u e f or t h es e p ur p os es, as e x pl ai n e d a b o v e .  

2 0 1 7.  I n a n y c as e, I fi n d t h at L & T D h a d n oti c e t h at Mr T h o ms o n  w as i n br e a c h of d ut y b y 
c a usi n g L C F t o e nt er t h e l o a n wit h L & T D a n d all o w dr a w d o w ns  u n d er it f or t h e r e as o ns 
d et ail e d  a b o v e.   

2 0 1 8.  M or e o v er, as p art of t h es e a m o u nt s L & T D r e c ei v e d fr o m L C F a gr oss t ot al of 
£ 4, 4 9 8, 7 4 1. 2 7 b ef or e 3 0  M ar c h 2 0 1 6 , t h e e arli est d at e o n w hi c h t h e first f a cilit y 
a gr e e m e nt b et w e e n L C F a n d L & T D w as e x e c ut e d. T h e f a cilit y a gr e e m e nt b et w e e n L C F 
a n d L & T D w as b a c k d at e d t o j ustif y e arli er p a y m e nts fr o m L C F t o L & T D a n d w hi c h 
w er e alr e a d y s u bj e ct t o L C F’s e q uit a bl e i nt er est, a n d s o c o ul d n ot b e r eli e d u p o n as 
pr o vi di n g v al u e at t h e ti m e of r e c ei pt b y L & T D.  

2 0 1 9.  N o b asis h as b e e n s u g g est e d o n w hi c h Mr G ol di n g  g a v e v al u e f or his r e c ei pt s fr o m 
L & T D ; or f or t h e c o n cl u si o n t h at h e w as a b o n a fi d e p ur c h as er wit h o ut n oti c e.  

P a y m e nts f r o m L C F t o Mr G ol di n g  

2 0 2 0.  L C F p ai d a t ot al of £ 8, 3 4 2, 2 0 7. 4 6 t o Mr G ol di n g  b et w e e n 2 7  N o v e m b er 2 0 1 5  a n d  4  
D e c e m b er 2 0 1 8 . T his w as p ai d dir e ctl y fr o m L C F t o b a n k a c c o u nts h el d b y Mr G ol di n g :  

i. L C F p ai d s u ms t o b a n k a c c o u nts i n Mr G ol di n g ’s n a m e i n t h e t ot al s u m of 
£ 2, 2 9 3, 3 4 2. 5 0 b et w e e n 2 7  N o v e m b er 2 0 1 5  a n d  4  D e c e m b er 2 0 1 8 .  

ii. L C F p ai d s u ms t o b a n k a c c o u nts i n t h e n a m e of H o m e F ar m E q u estri a n C e ntr e ( or 
“ H F E C ” ) t ot alli n g £ 6, 0 4 8, 8 6 4. 9 6 b et w e e n 2 2  A pril 2 0 1 6  a n d 1 8  J a n u ar y 2 0 1 8 . 
H F E C w as a tr a di n g n a m e f or Mr G ol di n g  as a s ol e tr a d er.  

2 0 2 1.  I fi n d t h at Mr G ol di n g  g a v e n o v al u e f or t h es e r e c ei pt s fr o m L C F. T o t h e e xt e nt t h at s o m e 
w er e c h ar a ct eris e d as l o a ns t o hi m, his e x e c ut or y pr o mis e t o r e p a y a l o a n w as n ot v al u e 
f or t h es e p ur p os es, as e x pl ai n e d a b o v e . I n a n y c as e, Mr G ol di n g  h a d n oti c e of i m pr o pri et y 
i n t h e c o n d u ct of L C F’s b usi n ess, as e x pl ai n e d a b o v e. 

2 0 2 2.  M or e o v er, as p art of t h es e a m o u nt s, Mr G ol di n g  r e c ei v e d a gr oss t ot al of £ 1, 4 4 4, 4 2 5 i nt o 
his p ers o n al a n d H F E C b a n k a c c o u nts b ef or e  3  O ct o b er 2 0 1 6 , t h e e arli est d at e o n w hi c h 
a f a cilit y a gr e e m e nt b et w e e n L C F a n d Mr G ol di n g  w as e x e c ut e d ( it w as b a c k d at e d t o 2 0 
N o v e m b er 2 0 1 5 ). T h e l o a n a gr e e m e nt wit h Mr G ol di n g  w as cr e at e d t o j ustif y s u ms  w hi c h 
h a d alr e a d y b e e n p ai d fr o m L C F t o Mr G ol di n g  a n d w hi c h w er e alr e a d y s u bj e ct t o L C F’s 
e q uit a bl e i nt er est, a n d s o c o ul d n ot b e r eli e d u p o n a s pr o vi di n g v al u e at t h e ti m e  of r e c ei pt 
b y Mr G ol di n g . 

P a y m e nts f r o m L C M t o Mr G ol di n g  
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2 0 2 3.  L C M p ai d a t ot al of £ 3 0, 0 0 0 t o Mr G ol di n g  o n  7  A pril 2 0 1 7 . T his w as f u n d e d b y a 
p a y m e nt fr o m L C F t o L C M dir e ctl y of £ 9 4, 8 0 0 t h e s a m e d a y.  

2 0 2 4.  I fi n d t h at L C M w as o n n oti c e t h at t h e s u ms h a d b e e n p ai d o ut of L C F i n br e a c h of 
fi d u ci ar y d ut y. Mr T h o ms o n  w as a dir e ct or of L C M fr o m 2 9  J u n e 2 0 1 6  o n w ar ds.  His 
k n o wl e d g e is t o b e attri b ut e d t o L C M.   

2 0 2 5.  T h er e is n ot hi n g t o s h o w t h at Mr G ol di n g  g a v e a n y v al u e f or t h e r e c ei pt of s u ms  fr o m 
L C M. T h e l o a n a gr e e m e nt ost e nsi bl y d at e d 1 N o v e m b er 2 0 1 8 ( b ut i n f a ct b a c k d at e d t o 
t h at d at e) c a n n ot b e r eli e d u p o n as pr o vi di n g v al u e at t h e ti m e of r e c ei pt b y Mr G ol di n g . 
I n a n y e v e nt, Mr G ol di n g ’s p ur el y e x e c ut or y pr o mi s e t o r e p a y a l o a n is n ot v al u e f or 
t h es e p ur p os es, as e x pl ai n e d a b o v e. I als o fi n d t h at Mr G ol di n g  h a d n oti c e of i m pr o pri et y , 
as e x pl ai n e d a b o v e.  

P a y m e nts f r o m L o n d o n Gr o u p L L P t o Mr G ol di n g  

2 0 2 6.  L o n d o n Gr o u p L L P p ai d a t ot al of £ 6, 8 8 6, 6 7 5 t o Mr G ol di n g  b et w e e n  1  D e c e m b er 2 0 1 7  
a n d 2 3  M a y 2 0 1 8 .  

2 0 2 7.  I fi n d t h at th es e s u ms  w er e f u n d e d e ntir el y b y s u ms  p ai d fr o m L C F , t hr o u g h t w o r o ut es. 
D uri n g t hi s p eri o d  (i) L o n d o n Gr o u p L L P w as f u n d e d b y G A D i n t h e t ot al n et s u m of 
£ 5, 6 4 0, 0 0 0; a n d (ii) L o n d o n Gr o u p L L P w as f u n d e d b y L O G i n t h e t ot al n et s u m of 
£ 1 3, 1 9 2, 4 0 0.  

2 0 2 8.  T h es e t w o c o m p a ni es i n t ur n r e c ei v e d f u n ds tr a c e a bl e t o L C F fr o m ot h er i nt er m e di at e 
s o ur c es. G A D r e c ei v e d s u ms  fr o m L & T D (i n t ur n f u n d e d b y L C F), as w ell as s u ms  fr o m 
L C F dir e ctl y. L O G r e c ei v e d s u ms  fr o m G R P ( w hi c h i n t ur n w as f u n d e d b y L C F), as w ell 
as s u ms  fr o m L C F dir e ctl y. 

2 0 2 9.  St arti n g wit h G A D, a ll of t h e p a y m e nts fr o m G A D t o L o n d o n Gr o u p L L P w er e m a d e 
wit hi n t h e p eri o d i n w hi c h L o n d o n Gr o u p L L P m a d e o n w ar d p a y m e nts t o Mr G ol di n g . 
G A D p ai d a n et t ot al of £ 5, 6 4 0, 0 0 0 t o L o n d o n Gr o u p L L P b et w e e n  8  D e c e m b er 2 0 1 7  
a n d 2 9  J a n u ar y 2 0 1 8 , t h er ef or e f alli n g wit hi n t h e p eri o d b et w e e n 1  D e c e m b er 2 0 1 7  a n d 
2 3  M a y 2 0 1 8  i n w hi c h L o n d o n Gr o u p L L P m a d e p a y m e nts t o Mr G ol di n g . N o b asis h as 
b e e n gi v e n f or c o n cl u di n g t h at L o n d o n Gr o u p L L P g a v e v al u e f or t h e r e c ei pt of s u ms  
fr o m G A D. 

2 0 3 0.  I n t ur n, t h e s u ms  w hi c h G A D p ai d t o L o n d o n Gr o u p L L P d uri n g t hi s d at e r a n g e w er e 
f u n d e d b y L C F t hr o u g h t w o r o ut es.  

2 0 3 1.  T h e first r o ut e w as t h at L C F m a d e p a y m e nts t o G A D dir e ctl y: 

i. L C F m a d e dir e ct p a y m e nts t o G A D: (i) u p t o a n d i n cl u di n g  1  D e c e m b er 2 0 1 7 , L C F 
p ai d G A D a n et t ot al of £ 2, 2 9 0, 3 0 1. 5 6; a n d (ii) b et w e e n  2  D e c e m b er 2 0 1 7  a n d 2 3  
M a y 2 0 1 8 , L C F p ai d t o G A D a n et t ot al of £ 9, 5 0 6, 7 9 2. 5 7. T h e c o m bi n e d n et t ot al 
is £ 1 1, 7 9 7, 0 9 4. 1 3.  

ii. I fi n d t h at G A D w as o n n oti c e t h at t h e s u ms h a d b e e n p ai d o ut of L C F i n br e a c h of 
fi d u ci ar y d ut y. As t o t hi s : (i) Mr T h o ms o n  w as a dir e ct or of G A D u ntil 1 5  A u g ust 
2 0 1 5 , s u c h t h at G A D h a d k n o wl e d g e of all t h e f a cts k n o w n t o Mr T h o ms o n  as at 
1 5  A u g ust 2 0 1 5 ; (ii) Mr H u m e -K e n d all  w as a dir e ct or of G A D b et w e e n 1 1  M ar c h 
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2 0 1 5  a n d  7  D e c e m b er 2 0 1 7 , s u c h t h at G A D h a d k n o wl e d g e of all t h e f a cts k n o w n 
t o Mr H u m e -K e n d all  as at  7  D e c e m b er 2 0 1 7 ; (iii) Mr B ar k er  w as a dir e ct or of G A D 
b et w e e n  1  O ct o b er 2 0 1 5  a n d  7  D e c e m b er 2 0 1 7 , s u c h t h at G A D h a d k n o wl e d g e of 
all t h e f a cts k n o w n t o Mr B ar k er  as at  7  D e c e m b er 2 0 1 7 ; (i v) Mr S e d g wi c k  w as a 
dir e ct or a n d/ or c o m p a n y s e cr et ar y of G A D u ntil 1 9  N o v e m b er 2 0 1 8 . I fi n d ( o n t h e 
b asis of t h e d et ail e d fi n di n gs a b o v e) t h at e a c h of t h e m h a d n oti c e of i m pr o pri et y.  

iii. N o b asis h as b e e n a d v a n c e d f or c o n cl u di n g t h at G A D g a v e a n y v al u e f or t h es e 
r e c ei pt s fr o m L C F.  

i v. As e x pl ai n e d a b o v e, s o m e s u ms  w er e p ai d fr o m G A D b a c k t o L C F, i n or d er t o 
m e et L C F’s i nt er est li a biliti es t o b o n d h ol d ers. H o w e v er, u n d er g e n er al tr a ci n g 
pri n ci pl es, L C F is e ntitl e d t o tr e at a n y s u ms d eri vi n g fr o m it w hi c h w er e r et ai n e d 
b y G A D a n d p ai d t o L o n d o n Gr o u p L L P as s u bj e ct t o L C F’s s u bsi sti n g e q uit a bl e 
i nt er est. L C F is e ntitl e d t o l o c at e it s e q uit a bl e i nt er est i n s u ms  p ai d t o ot h er 
b orr o wi n g c o m p a ni es ( a n d us e d ulti m at el y t o a c q uir e ass ets), r at h er t h a n s u ms  
wit h dr a w n.  

2 0 3 2.  T h e s e c o n d r o ut e w as t h at G A D w as f u n d e d i n dir e ctl y b y L & T D b ef or e a n d d uri n g t h e 
p eri o d i n w hi c h G A D m a d e o n w ar d p a y m e nts t o L o n d o n Gr o u p L L P. I n t ur n, L & T D w as 
f u n d e d b y L C F:  

i. G A D w as f u n d e d b y L & T D: all of t h e p a y m e nts m a d e fr o m L & T D t o G A D w er e 
m a d e b y 1 3  A pril 2 0 1 7 , w hi c h is b ef or e t h e st art of t h e p eri o d d uri n g w hi c h G A D 
m a d e o n w ar d p a y m e nts t o L o n d o n Gr o u p L L P (fr o m  1  D e c e m b er 2 0 1 7  o n w ar ds). 
L & T D p ai d t o G A D a n et t ot al of £ 1, 3 9 9, 0 9 4. 5 3 . F or t h e r e as o ns gi v e n alr e a d y , 
G A D w as o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y 
d ut y. T h er e is n o b asis f or c o n cl u di n g t h at G A D g a v e v al u e f or it s r e c ei pt s fr o m 
L & T D.  

ii. B ef or e a n d d uri n g t h e p eri o d i n w hi c h L & T D m a d e o n w ar d p a y m e nts t o G A D 
( w hi c h f u n d e d L o n d o n Gr o u p L L P, a n d t h e n Mr G ol di n g ), L & T D w as f u n d e d b y 
L C F: (i) u p t o a n d i n cl u di n g 1 8  S e pt e m b er 2 0 1 5 , L C F h a d p ai d t o L & T D t h e n et 
s u m of £ 1 4 9, 6 5 0; a n d (ii) b et w e e n 1 9  S e pt e m b er 2 0 1 5  a n d 1 3  A pril 2 0 1 7 , L C F 
p ai d t o L & T D a n et t ot al of £ 2 6, 0 7 6, 1 3 4. 5 9.  T his gi v es ris e t o a c o m bi n e d n et t ot al 
of £ 2 6, 2 2 5, 7 8 4. 5 9. F or r e as o ns alr e a d y gi v e n , L & T D w as o n n oti c e t h at t h e s u ms  
h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y,  a n d di d n ot gi v e v al u e f or 
t h e r e c ei pt of s u ms  t o it.  

2 0 3 3.  T ur ni n g, b a c k  t o t h e s u ms  p ai d fr o m L o n d o n Gr o u p L L P t o Mr G ol di n g , th es e  w er e 
f u n d e d t hr o u g h L O G. T h e first p a y m e nt fr o m L O G t o L o n d o n Gr o u p L L P w as m a d e o n  
5  F e br u ar y 2 0 1 8 . I n t h e p eri o d fr o m 5  F e br u ar y 2 0 1 8  u ntil 2 3  M a y 2 0 1 8  (i. e. wit hi n t h e 
p eri o d i n w hi c h L o n d o n Gr o u p L L P m a d e o n w ar d p a y m e nts t o Mr G ol di n g ), L O G p ai d 
t o L o n d o n Gr o u p L L P a n et t ot al of £ 1 3, 1 9 2, 4 0 0. L o n d o n Gr o u p L L P di d n ot gi v e v al u e 
f or it s r e c ei pt s fr o m L O G. 

2 0 3 4.  T h e s u ms  p ai d fr o m L O G t o L o n d o n Gr o u p L L P d uri n g t hi s d at e r a n g e w er e f u n d e d b y 
L C F b y  t w o m ai n r o ut es. 

2 0 3 5.  T h e first r o ut e w as t h at L C F m a d e p a y m e nts t o L O G dir e ctl y:  
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i. L C F m a d e dir e ct p a y m e nts t o L O G: (i) u p t o a n d i n cl u di n g  5  F e br u ar y 2 0 1 8 , t h e 
d at e of t h e first p a y m e nt fr o m L O G t o L o n d o n Gr o u p L L P, L C F h a d p ai d t o L O G 
a n et t ot al of £ 1 6, 4 4 5, 5 6 8. 8 5; a n d (ii) b et w e e n  6  F e br u ar y 2 0 1 8  a n d 2 3  M a y 2 0 1 8  
L C F p ai d t o L O G a n et t ot al of at l e ast £ 1 7, 6 1 0, 4 4 6. 9 7 . T his gi v es ris e t o a 
c o m bi n e d n et t ot al of £ 3 4, 0 5 6, 0 1 5. 8 2.  

ii. I fi n d t h at L O G w as o n n oti c e of i m pr o pri et y b y t h e dir e ct ors of L C F i n m a ki n g 
t h e p a y m e nts. I n t hi s r e g ar d, (i) Mr H u m e -K e n d all  w as a dir e ct or of L O G u ntil 2 6  
M ar c h 2 0 1 9 , (ii) Mr B ar k er  w as a dir e ct or of L O G fr o m 1 7  N o v e m b er 2 0 1 5  
o n w ar ds, a n d (iii) Mr S e d g wi c k  w as t h e c o m p a n y s e cr et ar y of L O G fr o m 2 4  
O ct o b er 2 0 1 7  u ntil 1 4  F e br u ar y 2 0 1 8 . I fi n d ( o n t h e b asis of t h e d et ail e d fi n di n gs 
a b o v e) t h at e a c h of t h e m h a d n oti c e of i m pr o pri et y.  

iii. L O G di d n ot gi v e v al u e f or t h es e r e c ei pt s. L O G’s e x e c ut or y pr o mis e t o r e p a y t h e 
l o a n u n d er it s a gr e e m e nt wit h L C F is n ot v al u e f or t h es e p ur p os es, as e x pl ai n e d 
a b o v e .  

2 0 3 6.  T h e s e c o n d r o ut e w as t h at L O G w as f u n d e d b y G R P, w hi c h h a d b e e n f u n d e d i n t ur n b y 
L C F:  

i. G R P m a d e p a y m e nts t o L O G b et w e e n  4  A u g ust 2 0 1 6  a n d 1 6  J a n u ar y 2 0 1 7 , w hi c h 
is b ef or e t h e d at e of t h e first o n w ar d p a y m e nt fr o m L O G t o L o n d o n Gr o u p L L P. 
G R P p ai d a n et t ot al of £ 7 2 2, 5 0 0 t o L O G i n t hi s p eri o d . F or r e as o ns alr e a d y gi v e n, 
L O G w as o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y 
d ut y. L O G di d n ot gi v e v al u e f or its r e c ei pt s fr o m G R P.  

ii. I n t ur n, t h e s u ms  p ai d fr o m G R P w er e f u n d e d b y s u ms  p ai d fr o m L C F . In t h e p eri o d 
u p t o a n d i n cl u di n g  4  A u g ust 2 0 1 6  (t h e d at e of t h e first o n w ar d p a y m e nt fr o m G R P 
t o L O G), L C F h a d p ai d t o G R P a n et t ot al of £ 2, 2 1 1, 5 5 6. 0 3. N o p a y m e nt s fr o m 
L C F t o G R P w er e m a d e d uri n g t h e p eri o d w h e n G R P w as f u n di n g L O G.  

iii. G R P w as o n n oti c e of i m pr o pri et y i n r el ati o n t o t h e p a y m e nts fr o m L C F. A s t o t hi s, 
(i) Mr H u m e -K e n d all  w a s a dir e ct or of G R P fr o m 3 0  D e c e m b er 2 0 1 4  u ntil  5  M a y 
2 0 1 7 , a n d fr o m 6  D e c e m b er 2 0 1 7  o n w ar ds; (ii) Mr B ar k er  w as a dir e ct or of G R P 
b et w e e n 2 8  A u g ust 2 0 1 5  a n d  5  M a y 2 0 1 7 , a n d fr o m 6 D e c e m b er 2 0 1 7  o n w ar ds; 
(iii) Mr S e d g wi c k  w as t h e c o m p a n y s e cr et ar y of G R P fr o m 2 8  A u g ust 2 0 1 5  u ntil 
1 2  M ar c h 2 0 1 8 . I fi n d ( o n t h e b asis of t h e d et ail e d fi n di n gs a b o v e) t h at e a c h of 
t h e m h a d n oti c e of i m pr o pri et y. 

i v. G R P di d n ot gi v e v al u e f or a n y of it s r e c ei pt s fr o m L C F. T h e El ysi a n S P A c a n n ot 
h a v e g e n er at e d v al u e. T h e tr a ns a cti o n p ur p ort e d t o d e al wit h s h ar es i n G R P, b ut 
G R P w as n ot t o gi v e a n yt hi n g, a n d i n a n y e v e nt , t h e pr ef er e n c e s h ar es w er e n ot 
iss u e d, as e x pl ai n e d a b o v e.  

v.  T h e c h a n g es t o t h e l e n di n g arr a n g e m e nts t h at a c c o m p a ni e d t h e El ysi a n S P A c a n n ot 
h a v e a m o u nt e d  t o v al u e fr o m G R P: (i) G R P di d n ot e nt er i nt o a n y f a cilit y 
a gr e e m e nt wit h L C F; (ii) t h e e x e c ut or y pr o mis e of G R P’s s u bsi di ari es t o r e p a y 
l o a ns t o L C F is n ot v al u e f or t h es e p ur p os es, as e x pl ai n e d a b o v e. 

2 0 3 7.  M or e o v er, L o n d o n Gr o u p L L P w as o n n oti c e t h at t h e s u ms  it h a d r e c ei v e d ( £ 5, 6 4 0, 0 0 0 
t hr o u g h G A D, a n d £ 1 3, 1 9 2, 4 0 0 t hr o u g h L O G) h a d b e e n p ai d o ut of L C F i n br e a c h of 
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fi d u ci ar y d ut y. As t o t hi s , Mr H u m e -K e n d all  a n d Mr B ar k er  w er e t h e m e m b ers of L o n d o n 
Gr o u p L L P at all m at eri al ti m es. I fi n d ( o n t h e b asis of t h e d et ail e d fi n di n gs a b o v e) t h at 
e a c h of t h e m h a d n oti c e of i m pr o pri et y.  As alr e a d y e x pl ai n e d, L o n d o n Gr o u p L L P di d 
n ot gi v e v al u e f or its r e c ei pt s fr o m G A D or L O G.  

2 0 3 8.  F or t h es e r e as o ns , I fi n d t h at L C F’s e q uit a bl e i nt er est s u bsi st e d t hr o u g h p a y m e nts (i) 
fr o m L C F t hr o u g h L & T D a n d/ or G A D, a n d L o n d o n Gr o u p L L P, w hi c h w er e us e d t o 
f u n d p a y m e nts t o Mr G ol di n g ; a n d (ii) fr o m L C F t hr o u g h G R P a n d/ or L O G, w hi c h w er e 
us e d t o f u n d p a y m e nts t o Mr G ol di n g . 

2 0 3 9.  N o b asis h as b e e n a d v a n c e d t o c o n cl u d e t h at Mr G ol di n g  g a v e v al u e f or his r e c ei pt s fr o m 
L o n d o n Gr o u p L L P . I n a n y e v e nt, n o b asis h as b e e n a d v a n c e d t o c o n cl u d e t h at h e w as a 
b o n a fi d e p ur c h as er  wit h o ut n oti c e.  

P a y m e nts f r o m L O G t o Mr G ol di n g  

2 0 4 0.  I fi n d t h at L O G p ai d a t ot al of £ 3 4 0, 3 2 1. 5 0 t o Mr G ol di n g  b et w e e n  4  O ct o b er 2 0 1 6  a n d 
2 7  O ct o b er 2 0 1 7 . T h es e s u ms  w er e f u n d e d b y s u ms  p ai d fr o m L C F.  

2 0 4 1.  T h e s u ms  p ai d fr o m L O G b ef or e a n d d uri n g t hi s p eri o d w er e f u n d e d b y L C F i n t w o m ai n 
w a ys. T h es e p a y m e nt r o ut es h a v e b e e n e x pl ai n e d a b o v e. L O G r e c ei v e d p a y m e nts fr o m 
L C F dir e ctl y (t h e n et t ot al of w hi c h w as £ 1 2, 0 0 1, 7 5 0. 5 2) a n d p a y m e nts fr o m G R P , w hi c h 
h a d b e e n f u n d e d b y L C F (t h e n et t ot al of w hi c h w as £ 7 2 2, 5 0 0).  

2 0 4 2.  F or r e as o ns gi v e n a b o v e, L O G w as o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n 
br e a c h of fi d u ci ar y d ut y  a n d t h at L O G di d n ot gi v e v al u e f or its r e c ei pt s fr o m G R P.  

2 0 4 3.  E q u all y ( as e x pl ai n e d a b o v e) , t h e s u ms p ai d fr o m G R P w er e f u n d e d b y s u ms  p ai d fr o m 
L C F. G R P w as o n n oti c e t h at t h er e w as a s eri o us ris k t h at t h e s u ms  h a d b e e n p ai d o ut of 
L C F i n br e a c h of fi d u ci ar y d ut y a n d di d n ot gi v e v al u e f or its r e c ei pt s fr o m L C F.  

2 0 4 4.  N o b asis h as b e e n a d v a n c e d o n w hi c h t o c o n cl u d e t h at Mr G ol di n g  g a v e v al u e f or his 
r e c ei pt s fr o m L O G or t h at h e w as a b o n a fi d e p ur c h as er wit h o ut n oti c e.  

P a y m e nts f r o m L o n d o n P o w er C o ns ult a nts t o Mr G ol di n g  

2 0 4 5.  L o n d o n P o w er C o ns ult a nts p ai d a t ot al of at l e ast £ 1, 0 3 3, 1 2 5 t o Mr G ol di n g  b et w e e n 2 2  
M a y 2 0 1 8  a n d  1  A u g ust 2 0 1 8 .  

2 0 4 6.  T h e p a y m e nts fr o m L o n d o n P o w er C o ns ult a nts t o Mr G ol di n g  i n t h e p eri o d fr o m 2 2 M a y 
2 0 1 8  t o 1  A u g ust 2 0 1 8  w er e f u n d e d b y L C F i n t w o w a ys : fr o m L C F dir e ctl y (t h e n et s u m 
of £ 2, 9 5 2, 0 7 7. 5 0), a n d fr o m G C E N, w hi c h h el d s u ms  f or L C F (t h e n et s u m of 
£ 1, 4 5 2, 0 5 2. 5 0).  

2 0 4 7.  As t o t h e f irst of t h es e r o ut es , L C F m a d e p a y m e nts dir e ctl y t o L o n d o n P o w er 
C o ns ult a nts: (i) b ef or e  2 2  M a y 2 0 1 8 , i. e. t h e d at e of t h e st art of o n w ar d p a y m e nts fr o m 
L o n d o n P o w er C o ns ult a nts t o Mr G ol di n g , L C F h a d p ai d t o L o n d o n P o w er C o ns ult a nts 
£ 1, 5 0 0, 0 2 5 , a n d (ii) b et w e e n 2 3  M a y 2 0 1 8  a n d  1  A u g ust 2 0 1 8 , L C F p ai d t o L o n d o n 
P o w er C o ns ult a nts £ 1, 4 5 2, 0 5 2. 5 0.  
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2 0 4 8.  T h e s e c o n d r o ut e w as t h at G C E N b e g a n m a ki n g p a y m e nts t o L o n d o n P o w er C o ns ult a nts 
o n  5  J u n e 2 0 1 8 , a n d i n t h e p eri o d t o 1  A u g ust 2 0 1 8  p ai d a t ot al of £ 1, 4 5 2, 0 5 2. 5 0 t o 
L o n d o n P o w er C o ns ult a nts (fr o m t h e G C E N L C F Distri b uti o n A c c o u nt) .  

2 0 4 9.  I fi n d t h at L o n d o n P o w er C o ns ult a nts w as o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of 
L C F i n br e a c h of fi d u ci ar y d ut y. As t o t hi s, Mr B ar k er  w as t h e dir e ct or of L o n d o n P o w er 
C o ns ult a nts at all m at eri al ti m es. I fi n d ( o n t h e b asis of t h e d et ail e d fi n di n gs a b o v e) t h at 
h e h a d n oti c e of i m pr o pri et y.  

2 0 5 0.  T h er e is n o b asis f or c o n cl u di n g t h at L o n d o n P o w er C o ns ult a nts g a v e v al u e f or t h e 
r e c ei pt of s u ms  fr o m L C F. T h e f a ct t h at s o m e s u ms  p ai d t o L o n d o n P o w er C o ns ult a nts 
w er e ost e nsi bl y b orr o w e d fr o m L C F b y Pri m e R D L, b ut p ai d t o L o n d o n P o w er 
C o ns ult a nts c a n n ot a m o u nt t o v al u e b y L o n d o n P o w er C o ns ult a nts. I n a n y e v e nt, t h e 
e x e c ut or y pr o mis e of Pri m e R D L’s s u bsi di ari e s t o r e p a y l o a ns is n ot “ v al u e ,” as 
e x pl ai n e d a b o v e, a n d (ii) L o n d o n P o w er C o ns ult a nts h a d n oti c e i n t h e r el e v a nt s e ns e.  

2 0 5 1.  N o b asis h as b e e n a d v a n c e d f or c o n cl u di n g t h at Mr G ol di n g  g a v e v al u e f or his r e c ei pt s 
fr o m L o n d o n P o w er C o n s ult a nts; a n d he w as n ot a b o n a fi d e p ur c h as er wit h o ut n oti c e.  

P a y m e nts f r o m L P C t o Mr G ol di n g  

2 0 5 2.  L P C p ai d a t ot al of at l e ast £ 1, 3 7 1, 0 0 0 t o Mr G ol di n g  b et w e e n 3 1  A u g ust 2 0 1 8  a n d  3  
D e c e m b er 2 0 1 8 .  

2 0 5 3.  I fi n d t h at b ef or e a n d d uri n g t h e p eri o d w h e n L P C w as m a ki n g p a y m e nts t o Mr G ol di n g , 
L P C w as f u n d e d b y L C F b y p a y m e nts m a d e dir e ctl y fr o m L C F: (i) u p t o a n d i n cl u di n g 
3 1  A u g ust 2 0 1 8 , t h e d at e o n w hi c h L P C b e g a n p a y m e nts t o Mr G ol di n g , L C F h a d p ai d 
t o L P C £ 1, 8 0 1, 1 5 0; a n d (ii) b et w e e n  1  S e pt e m b er 2 0 1 8  a n d  3  D e c e m b er 2 0 1 8 , w h e n L P C 
w as m a ki n g p a y m e nts t o Mr G ol di n g , L C F p ai d t o L P C £ 1 1, 4 5 3, 2 3 2. T h e c o m bi n e d n et 
t ot al is £ 1 3, 2 5 4, 3 8 2.  

2 0 5 4.  I fi n d t h at L P C w as o n n oti c e t h at t h e s u ms it r e c ei v e d fr o m L C F h a d b e e n p ai d o ut of 
L C F i n br e a c h of fi d u ci ar y d ut y. As t o t his , (i) Mr H u m e -K e n d all  w as a dir e ct or of L P C 
at all m at eri al ti m es, (ii) Mr B ar k er  w as a dir e ct or of L P C at all m at eri al ti m es, a n d (iii) 
Mr S e d g wi c k  w as t h e c o m p a n y s e cr et ar y of L P C u ntil 1 4  F e br u ar y 2 0 1 8 . I fi n d ( o n t h e 
b asis of t h e d et ail e d fi n di n gs a b o v e) t h at e a c h of t h e m h a d n oti c e of i m pr o pri et y.  

2 0 5 5.  L P C di d n ot gi v e v al u e f or it s r e c ei pt s fr o m L C F. L P C w as n ot p art y t o a n y l o a n 
a gr e e m e nt wit h L C F o n w hi c h Mr G ol di n g  mi g ht r el y, a n d i nst e a d r e c ei v e d f u n ds as a 
v ol u nt e er. N eit h er t h e L P E S P A n or  t h e L P T S P A h as a n y b e ari n g , b e c a us e L P C w as n ot 
p art y t o t h e d o c u m e nts i n eit h er tr a ns a cti o n.  

2 0 5 6.  N o b asis h as b e e n a d v a n c e d f or c o n cl u di n g t h at Mr G ol di n g  g a v e v al u e f or his r e c ei pt s 
fr o m LP C ; or t h at h e w as a b o n a fi d e p ur c h as er wit h o ut n oti c e.  

P a y m e nt f r o m O n e M o n d a y t o Mr G ol di n g  

2 0 5 7.  O n e M o n d a y p ai d Mr G ol di n g  t h e s u m of £ 3 2, 8 2 4 b et w e e n 2 9 N o v e m b er 2 0 1 3 a n d  2  
J ul y 2 0 1 4 . T his w as f u n d e d b y L C F ( as S A F E).  

2 0 5 8.  Aft er S A F E b e g a n s elli n g b o n ds, t h e s u ms  fr o m S A F E i n v est ors w er e p ai d t o B uss 
M urt o n, w hi c h tr a nsf err e d t h e m t o O n e M o n d a y.  
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2 0 5 9.  T h e Cl ai m a nts h a v e c oll e ct e d i n c o m pl et e b a n k st at e m e nts f or S A F E a n d O n e M o n d a y 
d uri n g t hi s p eri o d , s o t h e r e c or d h as g a ps. Ho w e v er, fr o m t h e d o c u m e nts a n d i nf or m ati o n 
t h e y h a v e a v ail a bl e, t h e Cl ai m a nts h a v e i d e ntifi e d t h at O n e M o n d a y r e c ei v e d at l e ast 
£ 8 9 8, 0 7 6. 3 3 of S A F E f u n ds i n t h e p eri o d  1  O ct o b er 2 0 1 3 t o  1  J ul y 2 0 1 5 . 

2 0 6 0.  I fi n d t h at O n e M o n d a y w as o n n oti c e t h at s u ms  h a d b e e n p ai d  o ut  of L C F (i n cl u di n g as 
S A F E). As t o t hi s : (i) Mr T h o ms o n  w as a dir e ct or of O n e M o n d a y fr o m 9  M a y 2 0 1 2 u ntil  
2  F e br u ar y 2 0 1 6 ; a n d (ii) Mr B ar k er  w as a dir e ct or of O n e M o n d a y fr o m 1 4  A u g ust 2 0 1 3 
u ntil 2 4  J ul y 2 0 1 5 . I fi n d ( o n t h e b asis of t h e d et ail e d fi n di n gs a b o v e) t h at e a c h of t h e m 
h a d n oti c e of i m pr o pri et y . 

2 0 6 1.  N o b asis h as b e e n a d v a n c e d f or c o n cl u di n g t h at Mr G ol di n g  g a v e v al u e f or his r e c ei pt 
fr o m O n e M o n d a y ; or t h at h e w as a b o n a fi d e p ur c h as er wit h o ut n oti c e.  

P a y m e nts f r o m S a n ds E q uit y t o Mr G ol di n g  

2 0 6 2.  S a n ds E q uit y p ai d a t ot al of £ 5, 0 1 4, 3 7 5 t o Mr G ol di n g  b et w e e n 1 9  M a y 2 0 1 7  a n d  1  
D e c e m b er 2 0 1 7 . T h es e s u ms  w er e f u n d e d b y s u ms  p ai d fr o m L C F, as e x pl ai n e d b el o w.  

2 0 6 3.  S a n ds E q uit y w as us e d as a p a y m e nt i nt er m e di ar y.  It p ai d ( a n d r e c ei v e d) s u ms fr o m 
n u m er o us diff er e nt s o ur c es.  

2 0 6 4.  T h er e w er e t hr e e pri n ci p al r o ut es b y w hi c h s u ms p ai d b y S a n ds E q uit y t o Mr G ol di n g 
( a n d ot h ers) w er e  f u n d e d b y L C F.  

2 0 6 5.  First, S a n ds E q uit y w as f u n d e d b y G R P (i n t h e n et s u m of £ 1 4, 6 7 8, 7 7 1), w hi c h w a s 
ulti m at el y f u n d e d b y L C F;  s e c o n d, it w as f u n d e d dir e ctl y b y L C F (i n t h e n et s u m of 
£ 2 5 8, 2 5 3. 3 9); a n d  t hir d, it w as f u n d e d b y G A D (i n t h e n et s u m of £ 1, 8 8 3, 2 7 0), w hi c h 
w as ulti m at el y f u n d e d b y L C F.  T h e Cl ai m a nts h a v e a n al ys e d t h e m o n e y fl o ws i n d et ail. 
I s h all n ot s et t h e m o ut h er e, b ut I a m s ati sfi e d of t h e a c c ur a c y of t h e Cl ai m a nts’ a n al ysi s.   

2 0 6 6.  S o m e of t h e p a y m e nts w er e m a d e i n dir e ctl y vi a L & T D t o G R P. As alr e a d y e x pl ai n e d , I 
h a v e f o u n d t h at (i) G R P w as o n n oti c e t h at s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of 
fi d u ci ar y d ut y a n d it di d n ot gi v e a n y v al u e f or it s r e c ei pt s fr o m L C F ; a n d (ii) L & T D w as 
o n n oti c e t h at s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y  a n d L & T D di d 
n ot gi v e a n y v al u e f or its r e c ei pt s fr o m L C F.  

2 0 6 7.  I als o fi n d t h at G R P als o di d n ot gi v e a n y v al u e f or it s r e c ei pt s fr o m L & T D. As t o t h e 
El ysi a n tr a ns a cti o n , (i) al m ost all of t h e s u ms  p ai d fr o m L & T D t o G R P h a d alr e a d y b e e n 
r e c ei v e d b y G R P b ef or e t h e tr a ns a cti o n d o c u m e nts w er e e x e c ut e d o n or ar o u n d 2 9 A pril 
2 0 1 7; a n d (ii) i n a n y c as e, G R P w as n ot p art y t o a n y l o a n a gr e e m e nt wit h L & T D  a n d 
i nst e a d r e c ei v e d f u n ds as a v ol u nt e er.  

2 0 6 8.  As t o t h e t hir d r o ut e, as alr e a d y e x pl ai n e d, G A D w as o n n oti c e t h at s u ms  h a d b e e n p ai d 
o ut of L C F i n br e a c h of fi d u ci ar y d ut y  a n d it di d n ot gi v e a n y v al u e f or it s r e c ei pt s fr o m 
L C F.  

2 0 6 9.  I fi n d t h at S a n ds E q uit y w as o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h 
of fi d u ci ar y d ut y. As t o t hi s (i) Mr T h o ms o n  w as a dir e ct or of S a n ds E q uit y fr o m 2 1  
A u g ust 2 0 1 4  u ntil 1 5  A u g ust 2 0 1 5 , (ii) Mr S e d g wi c k  w as a dir e ct or of S a n ds E q uit y 
b et w e e n 2 1  A u g ust 2 0 1 4  a n d 1 2  M ar c h 2 0 1 8 , a n d fr o m A pril 2 0 1 8  o n w ar ds, (iii) Mr 
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H u m e -K e n d all  w as a dir e ct or of S a n ds E q uit y b et w e e n 2 8  J a n u ar y 2 0 1 5  a n d  4  M a y 2 0 1 8 , 
a n d (i v) ( as I fi n d) Mr G ol di n g  w as ulti m at el y i n c o ntr ol of S a n ds E q uit y at all m at eri al 
ti m es. I fi n d ( o n t h e b asis of t h e d et ail e d fi n di n gs a b o v e) t h at e a c h of t h e m h a d n oti c e of 
i m pr o pri et y. 

2 0 7 0.  N o b asis h as b e e n a d v a n c e d f or c o n cl u di n g t h at Mr G ol di n g  g a v e v al u e f or his r e c ei pt s 
fr o m S a n ds E q uit y; or t h at h e w as a b o n a fi d e p ur c h as er wit h o ut n oti c e. 

P a y m e nts f r o m S ur g e  t o Mr G ol di n g  

2 0 7 1.  S ur g e  p ai d a t ot al of £ 1, 6 9 8, 3 7 5. 5 0 t o Mr G ol di n g  b et w e e n 1 8  A u g ust 2 0 1 5  a n d  8  
N o v e m b er 2 0 1 8 .  

2 0 7 2.  Of t hi s, £ 1, 6 6 9, 3 7 5. 5 0 r e pr es e nts p a y m e nts m a d e t o Mr G ol di n g  c al c ul at e d o n t h e b asis 
of t h e s u m e q u al t o 1 % of L C F’s gr oss r e c ei pt s fr o m n e w b o n d h ol d ers i n t h e pr e vi o us 
m o nt h . T h es e w er e m a d e b et w e e n 2 3  N o v e m b er 2 0 1 7  a n d  8  N o v e m b er 2 0 1 8 . I h a v e s et 
o ut m y f a ct u al fi n di n gs i n t hi s r e g ar d i n d et ail a b o v e. 

2 0 7 3.  T h es e s u ms  w er e f u n d e d e ntir el y b y s u ms  p ai d fr o m L C F. I s h all a d dr ess t h e st at us of 
t h es e s u ms i n t h e h a n ds of S ur g e  b el o w.  

2 0 7 4.  Mr G ol di n g  di d n ot gi v e v al u e f or his r e c ei pt s fr o m S ur g e , w hi c h w er e p ai d b y r ef er e n c e 
t o 1 % of n e w b o n d h ol d er i n v est m e nts. As e x pl ai n e d a b o v e , t h e y a m o u nt e d t o a s e cr et 
c o m missi o n t o e ns ur e t h at Mr G ol di n g  w o ul d n ot us e his c o ntr ol of L C F t o r e d u c e t h e 
2 5 % c o m missi o n arr a n g e m e nt.  

2 0 7 5.  T h er e w as s e p ar at el y a l o a n of £ 2 5, 0 0 0 t o Mr C ar el ess  o n 1 8  N o v e m b er 2 0 1 5  w hi c h w as 
r e p ai d b y S ur g e . T his mi g ht b e c o nsi d er e d t o a m o u nt t o t h e gi vi n g of v al u e  b y Mr 
G ol di n g . H o w e v er , I a m s atisfi e d t h at Mr G ol di n g  w as o n n oti c e at all m at eri al ti m es t h at 
s u ms  h a d b e e n p ai d o ut of L C F t o S ur g e i n br e a c h of fi d u ci ar y d ut y. H e n c e, Mr G ol di n g  
h as n ot est a blis h e d t h e b o n a fi d e p ur c h as er d ef e n c e.  

Ass ets a c q uir e d b y Mr G ol di n g  wit h L C F’s m o ni es  

2 0 7 6.  F or t h e s e r e as o ns, I a m s ati sfi e d t h at Mr G ol di n g  r e c ei v e d £ 4 3, 4 2 8, 7 5 8. 5 0 tr a c e a bl e t o 
L C F .  

2 0 7 7.  As alr e a d y e x pl ai n e d, I h a v e f o u n d hi m t o b e a d ef a ulti n g fi d u ci ar y. T h e s e p a y m e nts 
w er e m a d e t o hi m as a r es ult of his d ef a ult s. H e t h er ef or e h ol ds t h e m o n c o nstr u cti v e 
tr ust. T his i n cl u d es t h e s u ms r e c ei v e d fr o m S ur g e.  

2 0 7 8.  Alt er n ati v el y, I fi n d t h at L C F h as a n e q uit a bl e pr o pri et ar y cl ai m f or t h es e a m o u nt s. Mr 
G ol di n g  h as n ot est a blis h e d t h at h e w as a b o n a fi d e p ur c h as er  wit h o ut  n oti c e or t h at h e 
g a v e v al u e f or his r e c ei pt s .  

2 0 7 9.  It f oll o ws t h at L C F is e ntitl e d t o all of Mr G ol di n g ’s ass ets w hi c h w er e a c q uir e d wit h 
s u ms  h e r e c ei v e d w hi c h (i) ar e tr a c e a bl e t o L C F, or (ii) w er e p ai d t o hi m as a r es ult of 
his d ef a ult s as a fi d u ci ar y . 

2 0 8 0.  Mr G ol di n g  h as a c c e pt e d t h at t h e ass ets dis cl os e d p urs u a nt t o b ot h t h e w orl d wi d e 
fr e e zi n g or d er a n d t h e pr o pri et ar y fr e e zi n g or d er  a g ai nst hi m  w er e a c q uir e d wit h s u ms  
eit h er d eri vi n g fr o m L C F or w hi c h h a d b e e n mi x e d wit h s u ms  d eri vi n g fr o m L C F.  
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2 0 8 1.  T h e w orl d wi d e fr e e zi n g or d er w as m a d e a g ai nst Mr G ol di n g  o n 2 4  A u g ust 2 0 2 0  a n d w as 
c o nti n u e d o n  7  S e pt e m b er 2 0 2 0 . T his o bli g e d Mr G ol di n g  t o gi v e dis cl os ur e of all of his 
ass ets e x c e e di n g £ 1, 0 0 0 i n v al u e . Mr G ol di n g  s er v e d t hr e e affi d a vit s gi vi n g dis cl os ur e 
of his ass ets , d at e d  4  S e pt e m b er 2 0 2 0 , 1 3 N o v e m b er 2 0 2 0, a n d 2 4 J u n e 2 0 2 1 .  

2 0 8 2.  T h e Cl ai m a nts t h e n o bt ai n e d a pr o pri et ar y fr e e zi n g or d er a g ai nst Mr G ol di n g  o n 2 8  J u n e 
2 0 2 1. Mr G ol di n g  c o ns e nt e d t o t h e or d er e x pr essl y o n t h e b asis t h at t h e ass ets c o nt ai n e d 
i n his dis cl os ur e w er e  a c q uir e d eit h er wit h s u ms  d eri vi n g fr o m L C F, or wit h s u ms  mi x e d 
wit h s u ms  d eri vi n g fr o m L C F, as pr o vi d e d b y t h e fift h a n d si xt h r e cit als t o t h e or d er .  

2 0 8 3.  I a m s ati sfi e d t h at u n d er g e n er al tr a ci n g ru l es, L C F is e ntitl e d t o pr es u m e t h at w h er e  
mi x e d f u n ds w er e us e d b y Mr G ol di n g  t o a c q uir e a n ass et, t h e ass et w as a c q uir e d usi n g 
L C F’s pr o p ert y  (r at h er t h a n pr o p ert y  b el o n gi n g t o Mr G ol di n g  fr o m a diff er e nt s o ur c e); 
a n d t o cl ai m a li e n o v er it: F os k ett v M c K e o w n  [ 2 0 0 1] 1 A C 1 0 2 at p. 1 3 1.  

2 0 8 4.  As alr e a d y n ot e d, Mr G ol di n g  h as b e e n d e b arr e d fr o m d ef e n di n g t h e pr o c e e di n gs, a n d is 
t h er ef or e d e b arr e d fr o m s e e k i n g t o pr o v e t h at a n y of his dis cl os e d ass ets w as a c q uir e d 
wit h pr o p ert y n ot ori gi n ati n g fr o m L C F, or t h at a n y mi xt ur e of pr o p ert y  tr a c e a bl e t o L C F 
wit h pr o p ert y  n ot ori gi n ati n g fr o m L C F w as i ns uffi ci e nt t o a c q uir e his dis cl os e d ass ets.  

2 0 8 5.  I a m, i n a n y c as e, s ati sfi e d o n t h e b al a n c e of pr o b a biliti es t h at all of Mr G ol di n g ’s 
dis cl os e d ass ets w er e i n f a ct a c q uir e d usi n g pr o p ert y  tr a c e a bl e t o L C F. T h e a m o u nt of 
m o n e y  ori gi n ati n g fr o m L C F t h at w as r e c ei v e d b y Mr G ol di n g  f ar e x c e e d s t h e v al u e of 
t h e ass ets w hi c h Mr G ol di n g  h as dis cl os e d . As e x pl ai n e d a b o v e , Mr G ol di n g  r e c ei v e d at 
l e ast £ 4 3.4  milli o n  d eri vi n g fr o m L C F i n t h e p eri o d b ef or e L C F’s c oll a ps e.  Mr G ol di n g 
a c c e pts t h at all hi s dis cl os e d ass ets w er e a c q uir e d aft er h e b e g a n r e c ei vi n g s u ms d e ri v e d 
fr o m L C F. T h e ass ets dis cl os e d b y Mr G ol di n g  i n cl u de  pr o p erti es, l u x ur y c ars a n d ot h er 
v e hi cl es, j e w ell er y , a n d w at c h es.  A bs e nt a n y ot h er e x pl a n ati o n, it is r e as o n a bl e o n t h e 
b al a n c e of pr o b a biliti es t o c o n cl u d e t h at all of Mr G ol di n g ’s dis cl os e d ass ets r ef err e d t o 
a b o v e w er e a c q uir e d wit h L C F’s pr o p ert y , a n d t h at L C F is b e n efi ci all y e ntitl e d t o all of 
t h os e ass ets i n f ull. 

2 0 8 6.  I s h all m a k e a p pr o pri at e d e cl ar ati o ns f or t h e s al e or d eli v er y u p of Mr G ol di n g’s d e cl ar e d 
ass ets t o t h e j oi nt a d mi nistr at ors of L C F.  I i n vit e f urt h er s u b missi o ns o n t h e d et ails. 

E q uit a bl e pr o pri et ar y c l ai m s a g ai n st Mr T h o ms o n  

2 0 8 7.  Mr T h o ms o n  h as a d mitt e d t h at all of t h e pr o p ert y h e c urr e ntl y h ol ds is d eri v e d fr o m f u n ds 
tr a c e a bl e fr o m L C F, or fr o m ass ets mi x e d wit h s u c h tr a c e a bl e f u n ds. 

2 0 8 8.  As alr e a d y e x pl ai n e d, Mr T h o ms o n  w as i n br e a c h of his fi d u ci ar y d uti es. I h a v e als o h el d 
t h at t h e b usi n ess of L C F w as c o n d u ct e d fr a u d ul e ntl y, a n d t h at Mr T h o ms o n  p arti ci p at e d 
i n t hi s. I fi n d t h at all of Mr T h o ms o n ’s r e c ei pt s of ass ets d eri vi n g fr o m L C F r es ult e d 
dir e ctl y or i n dir e ctl y fr o m his br e a c h es of fi d u ci ar y d ut y.  It f oll o ws t h at t he ass ets 
r e c ei v e d b y hi m d eri vi n g fr o m t h e pr o p ert y of L C F w er e r e c ei v e d a n d ar e h el d b y Mr 
T h o ms o n  o n c o nstr u cti v e tr ust f or L C F.  

2 0 8 9.  T his li a bilit y f all s o n Mr T h o ms o n as a fi d u ci ar y.  
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2 0 9 0.  It als o f oll o ws t h at t h e Cl ai m a nts ar e n ot r e q uir e d t o est a blis h s e p ar at el y t h eir pr o pri et ar y 
cl ai ms  t o ass ets p ai d t o Mr T h o ms o n vi a ot h er c o m p a ni es . H o w e v er , f or c o m pl et e n ess, I 
s h all a d dr ess t h e tr a ci n g e x er cis e.  

2 0 9 1.  As a g e n er al d ef e n c e t o t hi s cl ai m, Mr T h o ms o n  s o u g ht t o r el y o n t h e all e g e d b u y -o ut 
a gr e e m e nt ( i. e. t h e M O U/ S P A d at e d 1 5 J ul y 2 0 1 5 o n t h eir f a c e) t o s e e k t o j ustif y t h e 
r e c ei pts fr o m t h e n u m er o us c o n n e ct e d c o m p a ni es. I h a v e alr e a d y f o u n d t h es e d o c u m e nt s 
t o b e l at er c o n c o cti o ns. T h er e w as n o s u c h a gr e e m e nt i n J ul y 2 0 1 5. I n a n y c as e, L C F w as 
n ot p art y t o t h e M O U/ S P A , w hi c h o n it s f a c e w as e nt er e d i nt o b et w e e n Mr T h o ms o n , Mr 
H u m e -K e n d all , a n d Mr B ar k er .  

P a y m e nts f r o m G C E N t o Mr T h o ms o n  

2 0 9 2.  G C E N p ai d a t ot al of £ 1, 6 9 8, 5 9 6 t o Mr T h o ms o n  b et w e e n 2 2  J u n e 2 0 1 8  a n d 2 7  
N o v e m b er 2 0 1 8 . As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h es e w er e i n s u bst a n c e 
dir e ct p a y m e nts fr o m L C F t o Mr T h o ms o n . 

2 0 9 3.  Mr T h o ms o n ’s o nl y j ustifi c ati o n f or t h es e r e c ei pt s is t h e 2 0 1 5 M O U/ S P A, w hi c h i s 
a d dr ess e d a b o v e . F urt h er, t h e L P T S P A a n d L P E S P A tr a ns a cti o ns c a n n ot j ustif y Mr 
T h o ms o n ’s r e c ei pt f or t h e r e as o ns gi v e n a b o v e i n r el ati o n t o Mr G ol di n g , w hi c h als o 
a p pl y t o Mr T h o ms o n . 

P a y m e nts f r o m L & T D t o Mr T h o ms o n  

2 0 9 4.  L & T D p ai d a t ot al of at l e ast £ 9 9 1, 3 6 1. 1 1 t o Mr T h o ms o n  b et w e e n 1 8  F e br u ar y 2 0 1 6  
a n d  4  M a y 2 0 1 7 .  

2 0 9 5.  As e x pl ai n e d a b o v e  i n r el ati o n t o Mr G ol di n g, t h e s u ms  p ai d fr o m L & T D t o Mr T h o ms o n  
d uri n g t his p eri o d w er e e ntir el y f u n d e d b y s u ms  p ai d fr o m L C F.  

2 0 9 6.  F or t h e s a m e r e as o ns as a p pl y t o Mr G ol di n g , L & T D w as o n n oti c e t h at t h e s u ms  h a d 
b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y, a n d L & T D di d n ot gi v e a n y v al u e f or 
t h e r e c ei pt of s u ms  fr o m L C F. 

2 0 9 7.  Mr T h o ms o n ’s o nl y j ustifi c ati o n is t h e 2 0 1 5 M O U/ S P A , w hi c h is a d dr ess e d a b o v e. 
F urt h er, n eit h er t h e L a k e vi e w S P A n or a n y ot h er tr a ns a cti o n c a n j ustif y Mr T h o ms o n ’s 
r e c ei pt s. 

P a y m e nts f r o m L C M t o Mr T h o ms o n  

2 0 9 8.  L C M p ai d a t ot al of £ 3 0, 0 0 0 t o Mr T h o ms o n  o n  7  A pril 2 0 1 7 .  

2 0 9 9.  As e x pl ai n e d a b o v e  i n r el ati o n t o Mr G ol di n g, t hi s w as f u n d e d b y a p a y m e nt fr o m L C F 
t o L C M dir e ctl y of £ 9 4, 8 0 0 t h e s a m e d a y.  

2 1 0 0.  F or t h e s a m e r e as o ns as gi v e n f or Mr G ol di n g , L C M w as o n n oti c e t h at t h e s u ms  h a d 
b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y.  

2 1 0 1.  Mr T h o ms o n  h as n ot s atisfi e d m e t h at h e g a v e v al u e f or his r e c ei pt s fr o m L C M. Mr 
T h o ms o n  s ai d i n hi s wit n ess st at e m e nt t h at t his p a y m e nt w as m a d e “f or m y w or k o n t h e 
c o m p a n y s et u p a n d d e v el o pi n g a n et w or k of r e g ul at e d distri b ut ors ” . H o w e v er: (i) Mr 
T h o ms o n ’s e vi d e n c e w a s g e n er all y u nr eli a bl e a n d c a n n ot s af el y b e a c c e pt e d wit h o ut 
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c orr o b or ati o n ; (ii) t h er e i s n o d o c u m e nt ar y r e c or d of a n y s u c h s er vi c es b ei n g pr o vi d e d ; 
(iii) Mr T h o ms o n  h as n ot e x pl ai n e d w h y m o n e y w as p ai d fr o m L C F t o L C M; (i v) Mr 
T h o ms o n ’s st at e m e nt d o es n ot e x pl ai n w h y t h e m o n e y w as p ai d fr o m L C F  t o L C M , a n d 
t h e n fr o m L C M t o Mr T h o ms o n .  

P a y m e nts f r o m L o n d o n Gr o u p L L P t o Mr T h o ms o n  

2 1 0 2.  L o n d o n Gr o u p L L P p ai d a t ot al of at l e ast £ 8 8 2, 0 0 0 t o Mr T h o ms o n  b et w e e n  8  D e c e m b er 
2 0 1 7  a n d 2 0  A pril 2 0 1 8 .  

2 1 0 3.  As e x pl ai n e d a b o v e, t h e s u ms  p ai d fr o m L o n d o n Gr o u p L L P t o Mr T h o ms o n  d uri n g t hi s 
p eri o d w er e e ntir el y f u n d e d b y s u ms  p ai d fr o m L C F . F or t h e r e as o ns gi v e n i n r el ati o n t o 
Mr G ol di n g : (i) t h e i nt er m e di at e c o m p a ni es w hi c h r e c ei v e d f u n ds ori gi n ati n g fr o m L C F 
w er e o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y, a n d 
(ii) n o n e of t h os e i nt er m e di at e c o m p a ni es g a v e v al u e f or t h eir r e c ei pt s.  

2 1 0 4.  Mr T h o ms o n ’s o nl y j ustifi c ati o n f or t h es e p a y m e nts is t h e 2 0 1 5 M O U/ S P A, w hi c h is 
a d dr ess e d a b o v e. As alr e a d y e x pl ai n e d, t h e v ari o u s S P A tr a ns a cti o ns c a n n ot  j ustif y t h es e 
r e c ei pt s. 

P a y m e nts f r o m L o n d o n P o w er C o ns ult a nts t o Mr T h o ms o n  

2 1 0 5.  L o n d o n P o w er C o ns ult a nts p ai d a t ot al of at l e ast £ 1 9 5, 0 0 0 t o Mr T h o ms o n  b et w e e n 2 2  
M a y 2 0 1 8  a n d  7  J u n e 2 0 1 8 . 

2 1 0 6.  As e x pl ai n e d a b o v e, t h e s u ms  p ai d fr o m L o n d o n P o w er C o ns ult a nts t o Mr T h o ms o n  
d uri n g t hi s p eri o d w er e e ntir el y f u n d e d b y s u ms  p ai d fr o m L C F.  F or r e as o n s gi v e n a b o v e  
i n r el ati o n t o Mr G ol di n g, L o n d o n P o w er C o ns ult a nts w as o n n oti c e t h at t h e s u ms  h a d 
b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y, a n d it di d n ot gi v e a n y v al u e f or t h e 
r e c ei pt of s u ms  fr o m L C F. 

2 1 0 7.  Mr T h o ms o n  h as n ot s o u g ht t o pr o vi d e a n y j ustifi c ati o n f or t h es e r e c ei pt s . F urt h er, 
n eit h er t h e 2 0 1 5 M O U/ S P A n or t h e v ari o us S P A tr a ns a cti o ns c a n j ustif y t h es e r e c ei pt s 
f or t h e r e as o ns gi v e n a b o v e. 

P a y m e nts f r o m L P C t o Mr T h o ms o n  

2 1 0 8.  L P C p ai d a t ot al of at l e ast £ 3 1 5, 0 0 0 t o Mr T h o ms o n  b et w e e n 1 2  S e pt e m b er 2 0 1 8  a n d 
1 6  N o v e m b er 2 0 1 8 .  

2 1 0 9.  As e x pl ai n e d a b o v e, t h e s u ms  p ai d fr o m L o n d o n Gr o u p L P C  t o Mr T h o ms o n  d uri n g t hi s 
p eri o d w er e e ntir el y f u n d e d b y s u ms  p ai d fr o m L C F.  As als o e x pl ai n e d a b o v e  i n r el ati o n 
t o Mr G ol di n g, (i) t h e i nt er m e di at e c o m p a ni es w hi c h r e c ei v e d f u n ds ori gi n ati n g fr o m 
L C F w er e o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y, 
a n d (ii) n o n e of t h os e i nt er m e di at e c o m p a ni es g a v e v al u e f or t h eir r e c ei pt s.  

2 1 1 0.  Mr T h o ms o n ’s o nl y j ustifi c ati o n f or t h es e r e c ei pt s is t h e 2 0 1 5 M O U/ S P A, w hi c h i s 
a d dr ess e d a b o v e. N o n e of t h e S P A tr a ns a cti o ns c a n j ustif y t h es e r e c ei pt s.  

P a y m e nts f r o m M e di a G P S t o Mr T h o ms o n  
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2 1 1 1.  A c c or di n g t o Mr T h o ms o n ’s wit n ess st at e m e nt, h e r e c ei v e d £ 6 4 6, 0 0 0 fr o m M e di a G P S . 
T h e Cl ai m a nts h a v e n ot t a k e n iss u e wit h t hi s . At l e ast £ 5 8 7, 5 0 0 c a n b e v erifi e d fr o m t h e 
a v ail a bl e b a n k st at e m e nt s i n t h e p eri o d fr o m  6  J ul y 2 0 1 6  t o 1 1 D e c e m b er 2 0 1 7 .  

2 1 1 2.  I fi n d t h at th es e s u ms  w er e f u n d e d b y s u ms  p ai d fr o m L C F  b y t w o r o ut es: (i) L C F m a d e 
p a y m e nts t o S ur g e , w hi c h f u n d e d p a y m e nts t o M e di a G P S; a n d (ii) s u ms  w er e p ai d fr o m 
L C F t o M e di a G P S dir e ctl y.  

2 1 1 3.  As t o t h e first r o ut e , L C F m a d e p a y m e nts t o S ur g e , w hi c h f u n d e d p a y m e nts t o M e di a 
G P S. I a d dr ess b el o w t h e Cl ai m a nts’ cl ai m t h at L C F c o nti n u e d t o h a v e a n e q uit a bl e 
i nt er est i n t h e pr o p ert y  i n t h e h a n ds of S ur g e . F or t h e r e as o ns gi v e n t h er e, I fi n d t h at L C F 
di d i n d e e d c o nti n u e t o h a v e s u c h a n i nt er est.  

2 1 1 4.  S ur g e  i n t ur n m a d e p a y m e nts t o M e di a G P S i n t h e s u m of £ 4 0 3, 3 8 1. 4 8 b et w e e n 1 4  J u n e 
2 0 1 6  a n d  6  S e pt e m b er 2 0 1 7 . T h es e p a y m e nts c orr es p o n d t o t h e i n v oi c es s u b mitt e d b y 
Mr T h o ms o n  t o S ur g e , c al c ul at e d o n t h e b asis of t h e s u m e q u al t o 0. 5 % of L C F’s gr oss 
r e c ei pt s fr o m n e w b o n d h ol d ers i n t h e pr e vi o us m o nt h. I h a v e m a d e d et ail e d fi n di n gs 
a b o ut t h es e p a y m e nts a b o v e.  

2 1 1 5.  As t o t h e s e c o n d r o ut e, L C F m a d e p a y m e nts t o M e di a G P S dir e ctl y. B et w e e n 2 5  
N o v e m b er 2 0 1 6  a n d 1 1  D e c e m b er 2 0 1 7 , L C F p ai d £ 2 7 5, 0 0 0 t o M e di a G P S. M e di a G P S 
h a d ot h er n o s o ur c e of f u n di n g t h a n p a y m e nts d eri vi n g fr o m L C F i n t his p eri o d. 

2 1 1 6.  As a r es ult , M e di a G P S w as f u n d e d b y a t ot al of £ 6 7 8, 3 8 1. 4 8 of L C F’s ass et s , wit h w hi c h 
t o f u n d o n w ar d p a y m e nts t o Mr T h o ms o n  of £ 6 4 6, 0 0 0.  

2 1 1 7.  I fi n d t h at M e di a G P S w a s o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of 
fi d u ci ar y d ut y. T h e s ol e s h ar e h ol d er a n d dir e ct or of M e di a G P S is R o n al d T h o ms o n, Mr 
T h o ms o n ’s f at h er. H o w e v er , Mr T h o ms o n ’s k n o wl e d g e is t o b e attri b ut e d t o M e di a G P S 
f or t hi s p ur p os e: (i) Mr T h o ms o n  a ct e d a n d m a d e a gr e e m e nts ost e nsi bl y o n it s b e h alf, as 
Mr T h o ms o n  e x pl ai n e d t o Mr C ar el ess  fr o m t h e o uts et o n 1 4 J u n e 2 0 1 6 ; (ii) Mr T h o ms o n  
s u b mitt e d all of t h e i n v oi c es o n b e h alf of M e di a G P S t o S ur g e ; (iii) Mr T h o ms o n  
c or r es p o n d e d wit h Mr C ar el ess  a n d S ur g e  i n c o n n e cti o n wit h m a ki n g p a y m e nts t o M e di a 
G P S;  (i v) t hir d p arti es r e c o g nis e d t h at Mr T h o ms o n  c o ntr oll e d M e di a G P S a n d d e alt wit h 
hi m ( “ A n d y’s i n v oi c e h as b e e n p ai d ”); a n d ( v) Mr T h o ms o n  r e c o u nts i n his wit n ess 
st at e m e nt t h at h e m a d e d e cisi o ns i n r el ati o n t o p a y m e nts m a d e t hr o u g h M e di a G P S. I 
fi n d t h at h e w as a d e f a ct o dir e ct or or ot h er a g e nt of M e di a G P S a n d t h at his k n o wl e d g e 
s h o ul d b e attri b ut e d t o it.  

2 1 1 8.  Mr T h o ms o n  h as n ot s ati sfi e d t h e b ur d e n of d e m o nstr ati n g t h at M e di a G P S g a v e v al u e . 
As e x pl ai n e d a b o v e, o n his or al e vi d e n c e, Mr T h o ms o n  ass ert e d t h at t h e p a y m e nts t o 
M e di a G P S w er e j ustifi e d b e c a us e his f at h er c arri e d o ut pr o ofr e a di n g f or L C F . I h a v e 
r ej e ct e d t his e vi d e n c e at [ 7 4 7 ] a b o v e.  

2 1 1 9.  I n a n y e v e nt, M e di a G P S h a d n oti c e of i m pr o pri et y  i n t h e r el e v a nt s e ns e. 

2 1 2 0.  Mr T h o ms o n  d es cri b e d  t h e p a y m e nts fr o m M e di a G P S t o hi m as a “ c o m bi n ati o n of 
C hrist m as b o n us es fr o m [ L C F] a n d c o ns ult a n c y e ar ni n gs fr o m S ur g e ” . I h a v e r ej e ct e d 
his e vi d e n c e a b o ut C hrist m as b o n us es at [ 7 5 1 ] a b o v e, a n d a b o ut c o ns ult a n c y e ar ni n gs at 
[1 1 1 9 ] a b o v e. H e h as n ot s ati sfi e d t h e b ur d e n of est a blis hi n g t h at h e g a v e a n y v al u e f or 
t h e p a y m e nts t o hi m p ers o n all y. I n a n y e v e nt, h e w as o n n oti c e of i m pr o pri et y.  
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P a y m e nts f r o m S a n ds E q uit y t o Mr T h o ms o n  

2 1 2 1.  S a n ds E q uit y p ai d a t ot al of £ 5 9 3, 7 5 0 t o Mr T h o ms o n  b et w e e n 1 9  M a y 2 0 1 7  a n d  1  
D e c e m b er 2 0 1 7 .  

2 1 2 2.  As e x pl ai n e d a b o v e, t h e s u ms  p ai d fr o m S a n ds E q uit y t o Mr T h o ms o n  d uri n g t hi s p eri o d 
w er e e ntir el y f u n d e d b y s u ms  p ai d fr o m L C F.  As als o e x pl ai n e d a b o v e  i n r el ati o n t o Mr 
G ol di n g : (i) t h e i nt er m e di at e c o m p a ni es w hi c h r e c ei v e d f u n ds ori gi n ati n g fr o m L C F w er e 
o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y, a n d (ii) 
n o n e of t h os e i nt er m e di at e c o m p a ni es g a v e v al u e f or t h eir r e c ei pt s.  

2 1 2 3.  Mr T h o ms o n ’s o nl y j ustifi c ati o n f or t h es e r e c ei pt s is t h e 2 0 1 5 M O U/ S P A , w hi c h i s 
a d dr ess e d a b o v e. N o n e of t h e S P A tr a ns a cti o ns c a n j ustif y t h e r e c ei pt s.  

Ass ets a c q uir e d b y Mr T h o ms o n  wit h L C F’s pr o p ert y  

2 1 2 4.  Mr T h o ms o n  t h us r e c ei v e d at l e ast £ 5, 3 5 1, 7 0 7. 1 1 of L C F’s f u n ds s u bj e ct t o L C F’s 
e q uit a bl e i nt er est. F or t h e r e as o ns d et ail e d a b o v e, t h e s e ass ets w er e i m m e di at el y h el d b y 
Mr T h o ms o n  o n c o nstr u cti v e tr ust f or L C F u p o n r e c ei pt b y hi m, b y virt u e of his 
c o nti n ui n g fi d u ci ar y d uti es t o L C F. I n a n y e v e nt  (t h o u g h it is n ot n e c es s ar y f or t h e 
Cl ai m a nts t o est a blis h t his) , all s u c h f u n ds ar e tr a c e a bl e b y  L C F , as e x pl ai n e d a b o v e.  

2 1 2 5.  L C F is e ntitl e d t o s u c h of Mr T h o ms o n ’s ass ets a s w er e a c q uir e d wit h t h e s e f u n ds. B y 
virt u e of Mr T h o ms o n ’s fi d u ci ar y p ositi o n, L C F is e ntitl e d t o pr es u m e t h at Mr T h o ms o n  
wit h dr e w or s p e nt his o w n f u n ds (r at h er t h a n L C F’s). If Mr T h o ms o n  u s e d t h es e f u n ds 
t o a c q uir e ass ets, L C F is e ntitl e d t o l o c at e it s s u b sisti n g e q uit a bl e i nt er est i n t h e s u ms 
us e d b y Mr T h o ms o n  t o a c q uir e ass ets, a n d t h er ef or e i n t h e ass ets  s o a c q uir e d .  

2 1 2 6.  Mr T h o ms o n  h as n ot s o u g ht t o r e b ut t hi s pr es u m pti o n b y s e e ki n g t o d e m o nstr at e t h at a n y 
of his ass ets w er e a c q uir e d e ntir el y wit h  f u n ds n ot ori gi n ati n g fr o m L C F.  I n d e e d, Mr 
T h o ms o n  h as a c c e pt e d i n affi d a vit e vi d e n c e  t h at all of his ass ets w er e a c q uir e d wit h 
m o n e y tr a c e a bl e fr o m L C F or mi x e d wit h s u c h f u n ds. Mr T h o ms o n  e x pr essl y c o ns e nt e d 
t o t h e pr o pri et ar y i nj u n cti o n or d er w hi c h w as m a d e a g ai nst hi m o n 1 3 J ul y 2 0 2 1 o n t hi s 
b asis.  

2 1 2 7.  Mr T h o ms o n  h as n ot a d d u c e d a n y e vi d e n c e as t o t h e pr o p orti o ns i n w hi c h a n y ass ets 
w er e a c q uir e d wit h m o n e y d eri v e d fr o m L C F , o n t h e o n e h a n d, a n d his o w n pr o p ert y , o n 
t h e ot h er . 

2 1 2 8.  L C F is e ntitl e d t o a li e n or c h ar g e f or t h e a m o u nt of its pr o pri et ar y cl ai ms o v er all of t h e 
ass ets w hi c h w er e a c q uir e d b y Mr T h o ms o n  ( w hi c h h e a c c e pts w er e eit h er b o u g ht wit h 
L C F -d eri v e d m o n e y, or wit h a mi xt ur e of s u c h m o n e y a n d his o w n ). T h e a m o u nt s 
ori gi n ati n g fr o m L C F t h at w er e  r e c ei v e d b y Mr T h o ms o n  gr e atl y e x c e e d t h e v al u e of t h e 
ass ets w hi c h Mr T h o ms o n  h as dis cl os e d. I s h all m a k e a p pr o pri at e d e cl ar ati o ns. I i n vit e 
f urt h er s u b missi o ns , i n cl u di n g as t o w h et h er Mr T h o ms o n ’s ass ets s h o ul d b e s ol d or 
d el i v er e d u p t o L C F’s joi nt a d mi nistr at ors.  

E q uit a bl e p r o pri et ar y c l ai m s a g ai n st Mr C ar el ess  a n d S u r g e  

2 1 2 9.  L C F p ai d t o S ur g e  t h e t ot al s u m of £ 6 1, 0 2 5, 7 0 2. 1 8 i n t h e p eri o d fr o m 1 7 M ar c h 2 0 1 5  t o 
7  D e c e m b er 2 0 1 8 .  
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2 1 3 0.  T h is s u m r e pr es e nt e d t h e 2 5 % c o m missi o n  arr a n g e m e nt .  

2 1 3 1.  I h a v e c o n cl u d e d t h at t h e arr a n g e m e nts f or t h e s e p a y m e nts c o nstit ut e d a br e a c h of 
fi d u ci ar y d ut y b y Mr T h o ms o n  a n d Mr G ol di n g : s e e [1 9 4 5.ii ] a b o v e.  

2 1 3 2.  O n t hi s b asis, a n d a p pl yi n g t h e pri n ci pl es s et o ut a b o v e, L C F is e ntitl e d t o f oll o w a n d 
tr a c e it s pr o p ert y  u nl es s a n d u ntil t h e r e ci pi e nt s est a blis h t h at t h e y ar e b o n a fi d e 
p ur c h as er s f or v al u e wit h o ut n oti c e. 

2 1 3 3.  I h a v e r ej e ct e d t h e S ur g e D ef e n d a nts’ s u b missi o n t h at t h e cl ai m is b arr e d b e c a us e of t h e 
s u bsi st e n c e of t h e c o ntr a ct f or s er vi c es b et w e e n L C F a n d S ur g e. F or t h e r e as o ns gi v e n 
a b o v e , it is n ot a pr e-c o n diti o n f or a n e q uit a bl e pr o pri et ar y cl ai m t h at t h e Cl ai m a nts m ust 
a p pl y t o s et asi d e t h e c o ntr a ct.  

2 1 3 4.  F or t h e r e as o ns d et ail e d a b o v e , I h a v e c o n cl u d e d t h at Mr C ar el ess  h a d k n o wl e d g e of 
L C F’s F C O B f or t h e e ntir e p eri o d of S ur g e’s e n g a g e m e nt b y L C F. M or e s p e cifi c all y , I 
h a v e f o u n d t h at Mr C ar el ess  h a d s u c h k n o wl e d g e fr o m J ul y 2 0 1 5  o n w ar ds . Mr C ar el ess ’s 
st at e of mi n d is t o b e attri b ut e d t o S ur g e . It f oll o ws t h at S ur g e  w as o n “ n oti c e ” at all 
m at eri al ti m es t h at t h e p a y m e nt of t h e c o m missi o ns fr o m L C F t o S ur g e  i n v ol v e d 
i m pr o pri et y. S ur g e  h as t h er ef or e f ail e d t o est a blis h a n a bs e n c e of n oti c e  f or all r e c ei pt s 
fro m L C F aft er t h at d at e . 

2 1 3 5.  T h e o v er w h el mi n g m aj orit y of f u n ds r e c ei v e d b y S ur g e  ori gi n at e d fr o m L C F.  

2 1 3 6.  S ur g e ’s ot h er cli e nt ( Bl a c k m or e) p ai d t h e t ot al s u m of £ 8, 0 2 0, 6 2 7. 2 8 t o S ur g e . I fi n d t h at 
L C F is e ntitl e d r el y o n t h e pr es u m pti o ns i d e ntifi e d a b o v e (i n cl u di n g t h at a n y f u n ds p ai d 
o ut of S ur g e ’s a c c o u nts t o t hir d p arti es w er e fr o m it s o w n ass ets) a n d t o l o c at e it s 
s u bsi sti n g e q uit a bl e i nt er est i n t h e s u ms  h el d b y a r e ci pi e nt w hi c h w er e us e d ulti m at el y 
t o a c q uir e ass ets.  

2 1 3 7.  I fi n d t h at t h e Cl ai m a nts ar e e ntitl e d i n pri n ci pl e t o a d e cl ar ati o n t h at L C F is e ntitl e d t o 
t h e tr a c e a bl e pr o c e e ds of all a m o u nt s p ai d b y it t o S ur g e aft er J ul y 2 0 1 5 . I s h all h e ar 
s u b missi o ns a b o ut  t h e t er ms of a n y d e cl ar ati o ns c o n c er ni n g S ur g e . 

O n w ar d p a y m e nts b y S ur g e  t o Mr C ar el ess 

2 1 3 8.  B y f ar t h e gr e at er s h ar e of S ur g e ’s i n c o m e c a m e fr o m L C F, as Mr C ar el es s  a c c e pt e d i n 
his e vi d e n c e.  T h e Cl ai m a nts h a v e o bt ai n e d a n u m b er of b a n k st at e m e nts fr o m c o m p a ni es 
c o n n e ct e d wit h Mr C ar el ess  a n d S ur g e  u n d er t h e B a n k ers T r ust  j uris di cti o n, w hi c h w er e 
b eli e v e d t o h a v e r e c ei v e d f u n ds fr o m S ur g e . Usi n g t hi s m at eri al t h e Cl ai m a nts pr e p ar e d 
a s c h e d ul e w hi c h esti m at e d t h e s u ms p ai d t o Mr C ar el ess  a n d p ers o ns c o n n e ct e d wit h 
hi m . I n cr oss-e x a mi n ati o n, Mr C ar el ess  a c c e pt e d t h e br o a d fi g ur es i n cl u d e d i n t h at 
s c h e d ul e, a n d t h at h e r e c ei v e d i n t h e r e gi o n of £ 1 1 milli o n . T h e Cl ai m a nts h a v e i d e ntifi e d 
c ert ai n s p e cifi c a m o u nt s w hi c h t h e y c o nt e n d ar e tr a c e a bl e t o L C F  a n d i n r es p e ct of w hi c h 
t h e y s e e k or d er a g ai nst Mr C ar el ess . T h es e ar e a d dr ess e d i n t h e f oll o wi n g s e cti o ns.  

P a y m e nts f r o m S ur g e  t o Mr C ar el ess  

2 1 3 9.  T h e Cl ai m a nts c o nt e n d  t h at S ur g e  p ai d a gr oss t ot al of at l e ast £ 5, 9 0 3, 7 0 0 t o Mr C ar el ess  
b et w e e n 3 0  M ar c h 2 0 1 5  a n d 2 2  A u g ust 2 0 2 2. T h e y c o nt e n d t h at Mr C ar el ess  r e c ei v e d 
t his s u bj e ct t o L C F’s pri or e q uit a bl e i nt er est o n t h e b asis t h at h e h a d n oti c e of Mr 
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T h o ms o n ’s a n d Mr G ol di n g ’s br e a c h es of d ut y. T h e y s a y t h at i n a n y e v e nt , Mr C ar el ess  
h as n ot est a blis h e d t h at h e g a v e v al u e f or his r e c ei pt s.  I a c c e pt t h e Cl ai m a nts’ c as e o n 
e a c h of t h es e p oi nt s.  

P a y m e nts f r o m S ur g e Gr o u p t o Mr C ar el ess  

2 1 4 0.  S ur g e Gr o u p ( a n ot h er c o m p a n y c o ntr oll e d b y Mr C ar el ess) p ai d a gr oss t ot al of at l e ast 
£ 1, 4 1 1, 7 6 8. 7 3 t o Mr C ar el ess  b et w e e n 1 3  M ar c h 2 0 1 8  a n d 2 5  J ul y 2 0 2 2.  

2 1 4 1.  I fi n d t h at th es e p a y m e nts fr o m S ur g e Gr o u p w er e f u n d e d b y S ur g e . I n t h e p eri o d t o 2 5 
J ul y 2 0 2 2, S ur g e  dir e ctl y p ai d S ur g e Gr o u p t h e gr oss s u m of £ 1 1, 2 8 4, 9 0 0 ( £ 1 0, 2 4 7, 6 9 0 
o n a n et b asis). T h er e is n o e vi d e n c e t h at S ur g e Gr o u p c o n d u ct e d a n y ot h er b usi n ess or 
g e n er at e d a n y ot h er i n c o m e. P a y m e nts i nt o S ur g e Gr o u p fr o m S ur g e  r e pr es e nt al m ost t h e 
e ntir et y of its r e c ei pt s as s h o w n b y it s b a n k st at e m e nts. 

2 1 4 2.  D uri n g t h e s a m e p eri o d ( u p t o a n d i n cl u di n g 2 5  J ul y 2 0 2 2), ot h er c o m p a ni es c o n n e ct e d 
wit h Mr C ar el ess  a n d S ur g e  m a d e p a y m e nts t o S ur g e Gr o u p usi n g f u n ds d eri vi n g ( at l e ast 
i n p art) fr o m L C F: Ast o n B e c k w ort h p ai d t h e n et s u m of £ 1 0, 5 3 4. 2 5 t o S ur g e Gr o u p; 
I nf o C o n n e cti o n p ai d t h e n et s u m of £ 2 8, 6 0 0 t o S ur g e Gr o u p; R P Di git al p ai d t h e n et s u m 
of £ 1 3 6, 5 2 2. 7 5 t o S ur g e Gr o u p; a n d  S er vi c e B o x p ai d at l e ast t h e n et s u m of £ 6 3 8, 2 9 4. 8 0 
t o S ur g e Gr o u p.  

2 1 4 3.  As r e g ar ds n oti c e, S ur g e Gr o u p is i n t h e s a m e p ositi o n as S ur g e (s e e a b o v e).  Mr C ar el ess  
w as a dir e ct or of S ur g e Gr o u p fr o m  7  J ul y 2 0 1 7 o n w ar ds a n d his k n o wl e d g e is t o b e 
attri b ut e d t o it. N o b asis h as b e e n a d v a n c e d o n w hi c h t o c o n cl u d e t h at S ur g e Gr o u p g a v e 
v al u e f or it s r e c ei pt s fr o m S ur g e  or fr o m t h e ot h er c o n n e ct e d c o m p a ni es r ef err e d t o i n t h e 
pr e vi o us p ar a gr a p h a b o v e.  

P a y m e nts f r o m R P Di git al t o Mr C ar el ess  

2 1 4 4.  R P Di git al p ai d t h e t ot al of at l e ast £ 3 5 5, 9 5 0 t o Mr C ar el ess  b et w e e n 2 5  N o v e m b er 2 0 1 5  
a n d  5  F e br u ar y 2 0 2 0 .  

2 1 4 5.  T h e s e p a y m e nts fr o m R P Di git al w er e f u n d e d b y S ur g e . I n t h e p eri o d t o 5  F e br u ar y 2 0 2 0 , 
S ur g e  dir e ctl y p ai d R P Di git al t h e gr oss t ot al of £ 1 9, 1 6 8, 3 4 0 ( £ 1 7, 1 7 9, 7 0 3. 0 6 o n a n et 
b asis). I fi n d t h at t h e p a y m e nts t o R P Di git al w er e dir e ctl y f u n d e d b y S ur g e .  

2 1 4 6.  D uri n g t h e s a m e p eri o d (t o a n d i n cl u di n g  5  F e br u ar y 2 0 2 0 ), ot h er c o m p a ni es c o n n e ct e d 
wit h Mr C ar el ess  a n d S ur g e  m a d e p a y m e nts t o R P Di git al usi n g f u n ds d eri vi n g ( at l e ast 
i n p art) fr o m L C F: I nf o C o n n e cti o n p ai d t h e n et s u m of £ 1 6 1, 4 0 0 t o R P Di git al; S er vi c e 
B o x p ai d t h e n et s u m of £ 1 9 0, 0 0 0 t o R P Di git al; Cr u ci al Gr o u p p ai d t h e n et s u m of 
£ 6 4, 1 6 0 t o R P Di git al; a n d  Vi e w Pr o p ert y Gr o u p p ai d t h e n et s u m of £ 7 1, 0 0 0 t o R P 
Di git al.  

2 1 4 7.  I fi n d t h at R P Di git al w a s s et u p b y Mr C ar el ess  a n d his fri e n d Mr R o n a k P at el a n d w as 
c o ntr oll e d b y Mr C ar el es s  a n d Mr J o n es. R P Di git al m a d e p a y m e nts o n b e h alf of S ur g e  
w hi c h r e pr es e nt e d as p e ct s of S ur g e ’s c o n d u ct of b usi n ess, s u c h as p a y m e nts t o G o o gl e 
a n d F a c e b o o k. D et ails ar e gi v e n a b o v e. Mr J o n es w as a dir e ct or of R P Di git al, w hilst 
als o b ei n g a fi n a n c e dir e ct or of S ur g e .  
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2 1 4 8.  R P Di git al w as i n v ol v e d i n m a ki n g p a y m e nts f or t h e p ers o n al b e n efit of Mr C ar el ess , 
a p p ar e ntl y at his dir e cti o n, as a n alt er n ati v e t o m a ki n g a p a y m e nt fr o m S ur g e  dir e ctl y . 
T h er e is n o e vi d e nti al b asis f or c o n cl u di n g  t h at Mr C ar el ess  pr o vi d e d a n y v al u e i n r et ur n 
f or t h es e p a y m e nts. 

2 1 4 9.  R P Di git al d o es  n ot a p p e ar t o h a v e a n y ot h er b usi n ess of it s o w n. It o p er at e d as a p a y m e nt 
i nt er m e di ar y b et w e e n S ur g e  a n d ot h ers a n d w a s us e d a m o n g ot h er t hi n gs t o m a k e 
p ers o n al p a y m e nts t o Mr C ar el ess , Mr J o n es, a n d Ast o n B e c k w ort h ( w hi c h w as o w n e d 
b y Mr C ar el ess  a n d Ms V e n n).  

2 1 5 0.  I c o n cl u d e t h at t h e k n o wl e d g e of Mr C ar el ess  is t o b e attri b ut e d t o R P Di git al. F or r e as o ns 
alr e a d y gi v e n, Mr C ar el ess  h a d n oti c e t h at t h e s u ms  d eri v e d b y R P Di git al fr o m L C F 
w er e p ai d fr o m L C F i m pr o p erl y.  

2 1 5 1.  Mr C ar el ess  h as a d v a n c e d n o b asis f or c o n cl u di n g t h at R P Di git al g a v e v al u e f or it s 
r e c ei pt s fr o m S ur g e  or t h e ot h er c o m p a ni es c o n n e ct e d wit h t h e S ur g e D ef e n d a nts . 

P a y m e nts f r o m Ast o n B e c k w ort h t o Mr C ar el ess  

2 1 5 2.  Ast o n B e c k w ort h p ai d a gr oss t ot al of at l e ast £ 7 1 5, 3 8 8 t o Mr C ar el ess  b et w e e n 1 3  J ul y 
2 0 1 6  a n d 1 1  N o v e m b er 2 0 2 3.  

2 1 5 3.  I fi n d t h at t h e f u n ds fr o m w hi c h Ast o n B e c k w ort h m a d e t h es e p a y m e nts h a d b e e n f u n d e d 
b y S ur g e . 

2 1 5 4.  T h e pri n ci p al s o ur c e of f u n di n g f or Ast o n B e c k w ort h w as R P Di git al, w hi c h (as 
e x pl ai n e d a b o v e ) r e c ei v e d c o nsi d er a bl e s u ms fr o m S ur g e  dir e ctl y.  

2 1 5 5.  R P Di git al m a d e p a y m e nts t o Ast o n B e c k w ort h b et w e e n 9  J u n e 2 0 1 6  a n d  3  A pril 2 0 2 0  
i n t h e gr oss s u m of £ 2, 2 5 0, 9 0 0 ( £ 2, 1 9 2, 3 0 0 o n a n et b asis).  

2 1 5 6.  As e x pl ai n e d a b o v e, R P Di git al w as o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F 
i m pr o p erl y a n d Mr C ar el ess  h as n ot s ati sfi e d t h e b ur d e n of s h o wi n g t h at R P Di git al g a v e 
v al u e.  

2 1 5 7.  A s e c o n d s o ur c e of t h e s u ms  p ai d fr o m Ast o n B e c k w ort h t o Mr C ar el ess  w as S er vi c e 
B o x. S er vi c e B o x p ai d £ 1 0 0, 3 5 0 t o Ast o n B e c k w ort h i n t ot al, b et w e e n 2 7  S e pt e m b er 
2 0 1 9  a n d 2 0  J ul y 2 0 2 2.  

2 1 5 8.  I fi n d t h at Mr C ar el ess ’s st at e of mi n d is t o b e attri b ut e d t o S er vi c e B o x. Mr C ar el ess  w as 
a dir e ct or fr o m 2 5  O ct o b er 2 0 1 7  u ntil 2 9  A pril 2 0 1 9 .  

2 1 5 9.  In t h e p eri o d u p t o a n d i n cl u di n g 2 0  J ul y 2 0 2 2, S ur g e  p ai d S er vi c e B o x t h e n et s u m of 
£ 7 9 9, 0 0 0 .  

2 1 6 0.  T h er e w er e f urt h er p a y m e nts fr o m S ur g e  i n t h e n et a m o u nt of at l e ast £ 6 8, 7 5 0 i n t h e 
p eri o d u p t o a n d i n cl u di n g 1 1  N o v e m b er 2 0 2 3.  

2 1 6 1.  Ast o n B e c k w ort h w as o w n e d b y Mr C ar el ess  a n d M s V e n n . I h a v e d es cri b e d e arli er h o w 
Ast o n B e c k w ort h m a d e p a y m e nts o n b e h alf of S ur g e  w hi c h r e pr es e nt e d as p e cts of 
S ur g e ’s c o n d u ct of b usi n e ss.  Mr C ar el ess  w as a p p oi nt e d as a dir e ct or of Ast o n B e c k w ort h 
o n 1 1  A pril 2 0 1 8 . B ef or e t h at t h e s ol e dir e ct or w as M r P artri d g e. H o w e v er, as d es cri b e d 
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e arli er, it s b a n k a c c o u nt w as c o ntr oll e d b y Mr J o n es, t h e fi n a n c e dir e ct or of S ur g e . Ast o n 
B e c k w ort h w as als o i n v ol v e d i n m a ki n g p a y m e nts f or t h e p ers o n al b e n efit of Mr 
C ar el ess , a p p ar e ntl y at hi s dir e cti o n. Ast o n B e c k w ort h d o es  n ot a p p e ar t o h a v e a n y ot h er 
b usi n ess of it s o w n. It o p er at e d as a p a y m e nt i nt er m e di ar y, i n cl u di n g t o m a k e p ers o n al 
p a y m e nts t o Mr C ar el ess . F or t h es e r e as o ns, I c o n cl u d e t h at Mr C ar el ess ’s st at e of mi n d 
is t o b e attri b ut e d t o Ast o n B e c k wort h.  It t h er ef or e h a d n oti c e t h at it s r e c ei pts of s u ms  
d eri v e d fr o m L C F w er e p ai d i n cir c u mst a n c es of i m pr o pri et y.  

2 1 6 2.  Mr C ar el ess  h as a d v a n c e d n o b asis f or c o n cl u di n g t h at Ast o n B e c k w ort h g a v e v al u e f or 
it s r e c ei pt s fr o m S ur g e , a n d t h e s a m e a p pli es t o t h e p a y m e nt fl o ws b et w e e n t h e ot h er Mr 
C ar el ess /S ur g e  c o n n e ct e d c o m p a ni es. N or is t h er e a n y b asis f or c o n cl u di n g t h at Mr 
C ar el ess  g a v e a n y v al u e t o Ast o n B e c k w ort h f or it s p a y m e nts t o hi m.  

Ass ets a c q uir e d b y Mr C ar el ess  wit h L C F’s pr o p ert y  

2 1 6 3.  I c o n cl u d e t h at, for t h e r e as o ns e x pl ai n e d a b o v e, Mr C ar el ess  r e c ei v e d at l e ast 
£ 8, 3 8 6, 8 0 6. 7 3 tr a c e a bl e ( at l e ast i n l ar g e p art) t o p a y m e nts m a d e b y L C F . I als o c o n cl u d e 
t h at Mr C ar el ess  c a n n ot est a blis h a l a c k of n oti c e a n d g o o d f ait h  i n r es p e ct of t h e s u ms 
h e r e c ei v e d w hi c h w er e d eri v e d fr o m L C F . I fi n d t h at Mr C ar el ess  w as o n n oti c e t h at t h e 
f u n ds h a d b e e n p ai d o ut of L C F i n cir c u mst a n c es of i m pr o pri et y. Mr C ar el ess  h as als o 
n ot s h o w n t h at h e g a v e v al u e f or his r e c ei pt s . 

2 1 6 4.  L C F is e ntitl e d i n pri n ci pl e t o all of Mr C ar el ess ’s ass ets w hi c h w er e a c q uir e d wit h s u ms  
h e r e c ei v e d w hi c h ar e tr a c e a bl e t o p a y m e nts m a d e fr o m L C F  aft er J ul y 2 0 1 5  (t h e d at e o n 
w hi c h I h a v e f o u n d Mr C ar el ess  w as o n n oti c e of i m pr o pri et y). I s h all m a k e a p pr o pri at e 
d e cl ar ati o ns a n d s h all als o or d er a p pr o pri at e a c c o u nts a n d i n q uiri es, a b o ut w hi c h I i n vit e 
f urt h er s u b missi o ns. 

E q uit a bl e p r o pri et ar y c l ai m s a g ai n st Mr R u ss ell -M u r p h y  a n d G P  

2 1 6 5.  I h a v e f o u n d t h at t h e f u n ds r e c ei v e d b y S ur g e  fr o m L C F aft er J ul y 2 0 1 5 w er e ( a n d ar e 
h el d) s u bj e ct t o L C F’s e q uit a bl e i nt er est. T his is t h e d at e fr o m w hi c h Mr C ar el ess  h a d 
n oti c e of i m pr o pri et y wit hi n L C F.  

2 1 6 6.  T h e e vi d e n c e s h o ws t h at b et w e e n  7  S e pt e m b er 2 0 1 5  a n d  1  S e pt e m b er 2 0 1 7  S ur g e  p ai d 
£ 2 2 4, 2 7 0 t o Mr R uss ell -M ur p h y  dir e ctl y. M u c h of t his d eri v e d ulti m at el y fr o m L C F.   

2 1 6 7.  L C F is t h er ef or e e ntitl e d t o f oll o w a n d tr a c e t h es e s u ms  u nl ess a n d u ntil Mr R uss ell -
M ur p h y  est a blis h es t h at h e w as  a b o n a fi d e p ur c h as er f or v al u e wit h o ut n oti c e.  

2 1 6 8.  Mr R uss ell -M ur p h y  w a s als o p ai d t h e t ot al gr oss s u m of £ 1 2 7, 3 2 8. 0 6 fr o m B uss 
M urt o n’s cli e nt a c c o u nt fr o m 3 0  S e pt e m b er 2 0 1 3 o n w ar ds a n d t hr o u g h o ut 2 0 1 4 . T h es e 
ar e p a y m e nts fr o m L C F ( as S A F E): (i) t h e B uss M urt o n cli e nt a c c o u nt w as h el d o n b e h alf 
of L C F ( as S A F E), a n d s o r e pr es e nts f u n ds b el o n gi n g t o L C F; a n d (ii) t h e o nl y 
e x pl a n ati o n f or c o m missi o n p a y m e nts t o Mr R us s ell -M ur p h y  d uri n g t hi s p eri o d is Mr 
R uss ell -M ur p h y ’s a cti viti es s elli n g S A F E’s b o n ds.  

2 1 6 9.  I n his D ef e n c e, Mr R uss ell -M ur p h y  ass erts t h at h e w as a B F P . I h a v e, h o w e v er , f o u n d 
fr o m t h e e n d of J ul y 2 0 15 h e k n e w of t h at L C F’s b usi n ess w as b ei n g c arri e d o n 
fr a u d ul e ntl y. M or e o v er, Mr R uss ell -M ur p h y h as n ot a d v a n c e d a n y c as e t h at h e w as a 
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b o n a fi d e p ur c h as er wit h o ut n oti c e i n r es p e ct of t h e p eri o d b ef or e t h at.  H e h as n ot 
dis c h ar g e d t h e b ur d e n of est a blis hi n g t h os e m att ers.  

2 1 7 0.  T h e Cl ai m a nts ar e t h er ef or e e ntitl e d i n pri n ci pl e t o d e cl ar ati o ns t h at t h e y ar e e ntitl e d t o 
t h e tr a c e a bl e pr o c e e ds of th e p a y m e nts m a d e b y L C F a n d r e c ei v e d b y Mr R uss ell -
M ur p h y , a n d t o a p pr o pri at e a c c o u nt s a n d i n q uiri e s.  I i n vit e f urt h er s u b missi o ns. 

2 1 7 1.  I t ur n t o t h e a m o u nt s r e c ei v ed b y G P . Mr R uss ell -M ur p h y  is t h e s ol e dir e ct or a n d 
s h ar e h ol d er  of G P . G P  w as his c or p or at e v e hi cl e . It is c o m m o n gr o u n d t h at Mr R uss ell -
M ur p h y ’s k n o wl e d g e is t o b e attri b ut e d t o G P .  

2 1 7 2.  S ur g e  m a d e a n u m b er of p a y m e nts t o G P . B et w e e n 3  D e c e m b er 2 0 1 5  a n d 2 9  M ar c h 2 0 1 9 , 
S ur g e  p ai d a gr oss t ot al of £ 2, 3 2 5, 2 8 1. 8 1 t o G P . I h a v e a d dr ess e d t h e iss u e of L C F’s 
e q uit a bl e cl ai ms i n r es p e ct of p a y m e nts it m a d e t o S ur g e  a b o v e. T o t h e e xt e nt t h at L C F 
h as cl ai ms t o s u c h s u ms  it is f or G P  t o s h o w t h at it w as a B F P i n r es p e ct of it s r el e v a nt 
r e c ei pt s fr o m S ur g e . 

2 1 7 3.  G P  pl e a ds t h at it w as a B F P . It h as n ot, h o w e v er , p arti ci p at e d i n t h e pr o c e e di n gs or s o u g ht 
t o est a blis h t hi s d ef e n c e. I h a v e f o u n d t h at Mr R uss ell -M ur p h y  w as a w ar e of L C F’s 
fr a u d ul e nt tr a di n g fr o m J ul y 2 0 1 5 s o t h er e c a n b e n o d ef e n c e i n r es p e ct of t h at p eri o d.  
M or e o v er, G P h as n ot a d v a n c e d a n y c as e t h at it w as a b o n a fi d e p ur c h as er wit h o ut n oti c e 
i n r es p e ct of t h e p eri o d b ef or e t h at. It h as n ot dis c h ar g e d t h e b ur d e n of est a bli s hi n g t h os e 
m att ers.  

2 1 7 4.  T h e Cl ai m a nts ar e t h er ef or e e ntitl e d i n pri n ci pl e t o d e cl ar ati o ns t h at t h e y ar e e ntitl e d t o 
t h e tr a c e a bl e pr o c e e ds of t h e p a y m e nts m a d e b y L C F a n d r e c ei v e d b y G P, a n d t o 
a p pr o pri at e a c c o u nts a n d i n q uiri es.  

2 1 7 5.  I will m a k e a p pr o pri at e d e cl ar ati o ns a n d or d er a c c o u nts a n d i n q uiri es . I i n vit e 
s u b missi o ns o n t h es e.   

E q uit a bl e p r o pri et ar y c l ai m s a g ai n st Mr S e d g wi c k  

2 1 7 6.  T h e Cl ai m a nts h a v e i d e ntifi e d a s eri es of p a y m e nts m a d e t o Mr S e d g wi c k  d eri vi n g fr o m 
t h e ass ets of L C F. T h e y c o nt e n d t h at n o n e of t h e i nt er m e di at e c o m p a ni es w as a B F P. 
T h e y als o c o nt e n d t h at Mr S e d g wi c k  w as n ot a B F P  i n r es p e ct of his o w n r e c ei pt s of 
t h es e s u ms.  

2 1 7 7.  Mr S e d g wi c k  c h os e n ot t o gi v e e vi d e n c e . I n fi n di n g t h e f a cts i n t hi s s e cti o n, it is 
a p pr o pri at e t o dr a w a d v ers e i nf er e n c es fr o m t h at d e cisi o n.  

2 1 7 8.  T h e first r el e v a nt s et of p a y m e nts w as b y C o u ntr y wi d e t o Mr S e d g wi c k . C o u ntr y wi d e 
p ai d a t ot al of £ 3 3 1, 8 4 3. 4 8 t o Mr S e d g wi c k  b et w e e n 1 9  J a n u ar y 2 0 1 8  a n d 3 0  D e c e m b er 
2 0 2 2. C o u ntr y wi d e w as pr e vi o usl y k n o w n as L V M a n a g e m e nt Li mit e d  a n d w as u n d er 
t h e c o ntr ol of Mr H u m e -K e n d all . M ost of t h es e p a y m e nts w er e m a d e fr o m l at e 2 0 1 8 
o n w ar ds.  

2 1 7 9.  T h es e s u ms  w er e f u n d e d b y L C F i n fi v e w a ys : 

i. First, C o u ntr y wi d e w as f u n d e d b y S a n ds E q uit y, w hi c h w as f u n d e d b y L C F. 
B et w e e n  1 4  A u g ust 2 0 1 7  a n d 3 0  A u g ust 2 0 1 7 , S a n ds E q uit y p ai d C o u ntr y wi d e t h e 
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n et s u m of £ 5 0, 0 0 0 . As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h e s u ms  p ai d 
t o S a n ds E q uit y b ef or e a n d d uri n g t hi s p eri o d w er e f u n d e d b y s u ms  p ai d fr o m L C F.  

ii. S e c o n d, C o u ntr y wi d e w as f u n d e d b y L o n d o n Gr o u p L L P, w hi c h w as f u n d e d b y 
L C F . B et w e e n  1  D e c e m b er 2 0 1 7  a n d 1 3  A pril 2 0 1 8 , L o n d o n Gr o u p L L P p ai d 
C o u ntr y wi d e t h e n et s u m of £ 1 2 8, 0 0 0. As e x pl ai n e d a b o v e i n r el ati o n t o Mr 
G ol di n g , t h e s u ms  p ai d t o L o n d o n Gr o u p L L P b ef or e a n d d uri n g t hi s p eri o d w er e 
f u n d e d b y s u ms  p ai d fr o m L C F.  

iii. T hir d, C o u ntr y wi d e w as f u n d e d b y L o n d o n P o w er C o ns ult a nts, w hi c h w as f u n d e d 
b y L C F.  L o n d o n P o w er C o ns ult a nts m a d e p a y m e nts t o C o u ntr y wi d e b et w e e n  7  
J u n e 2 0 1 8  a n d  1  A u g ust 2 0 1 8 , i n t h e n et s u m of £ 1 0 0, 1 3 0. 5 0. B ef or e t h e first of 
t h es e p a y m e nts, C o u ntr y wi d e h a d o nl y p ai d £ 1 2, 1 4 8. 4 4 t o Mr S e d g wi c k . As 
e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h e s u ms  p ai d t o L o n d o n P o w er 
C o ns ult a nts b ef or e a n d d uri n g t his p eri o d w er e f u n d e d b y s u ms  p ai d fr o m L C F.  

i v. F o urt h, C o u ntr y wi d e w a s f u n d e d b y L P C, w hi c h w as f u n d e d b y L C F.  L P C m a d e 
p a y m e nts t o C o u ntr y wi d e. B et w e e n 3 1  A u g ust 2 0 1 8  t o 1 8 D e c e m b er 2 0 1 8 , L P C 
p ai d £ 3 8 8, 3 9 2. 0 8 t o C o u ntr y wi d e. As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , 
t h e s u ms  p ai d t o L P C b ef or e a n d d uri n g t hi s p eri o d w er e f u n d e d b y s u ms  p ai d fr o m 
L C F.  

v.  Fift h, C o u ntr y wi d e w as f u n d e d b y Mr H u m e -K e n d all , w h o w as f u n d e d b y L C F. 
B y  4  S e pt e m b er 2 0 1 8 , C o u ntr y wi d e h a d p ai d t h e s u m of £ 1 2 2, 2 1 1. 1 3 t o Mr 
S e d g wi c k . B et w e e n 4  S e pt e m b er 2 0 1 8  a n d  8  J a n u ar y 2 0 1 9 , Mr H u m e -K e n d all  
m a d e p a y m e nts t o C o u ntr y wi d e a n d di d s o i n t h e n et s u m of £ 4 4 3, 0 0 0. As 
e x pl ai n e d a b o v e, Mr H u m e -K e n d all  r e c ei v e d v er y l ar g e s u ms of m o n e y w hi c h 
ori gi n at e d fr o m L C F. Fr o m G C E N al o n e, Mr H u m e -K e n d all  h a d b e e n p ai d a t ot al 
of £ 7, 7 0 8, 3 0 2. 5 0 fr o m L C F b y  4  S e pt e m b er 2 0 1 8 . Mr H u m e -K e n d all  w as o n n oti c e 
t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n br e a c h of fi d u ci ar y d ut y, as e x pl ai n e d 
a b o v e.  

2 1 8 0.  I fi n d t h at C o u ntr y wi d e w as als o o n n oti c e t h at t h e s u ms  h a d b e e n p ai d o ut of L C F i n 
br e a c h of fi d u ci ar y d ut y. Mr H u m e -K e n d all  w as a dir e ct or of C o u ntr y wi d e fr o m 3 1  
A u g ust 2 0 0 5 u ntil  8  J a n u ar y 2 0 1 9  ( a n d c o m p a n y s e cr et ar y u ntil 2 6 M a y 2 0 1 9 ) a n d I fi n d 
t h at his st at e of mi n d is t o b e attri b ut e d t o C o u ntr y wi d e. I h a v e m a d e fi n di n gs a b o ut Mr 
H u m e -K e n d all’s st at e of mi n d a b o v e.  

2 1 8 1.  T h er e is n o e vi d e n c e t h at C o u ntr ysi d e c arri e d o n a n y i n d e p e n d e nt b usi n ess or h a d a n y 
ot h er i n c o m e  t h a n t h e p a y m e nts d eri v e d as e x pl ai n e d a b o v e fr o m L C F. Mr S e d g wi c k  w a s 
i nti m at el y i n v ol v e d i n t h e b usi n ess a n d aff airs of Mr H u m e -K e n d all  a n d Mr G ol di n g  a n d 
assi st e d t h e m i n d esi g ni n g a n d r u n ni n g t h eir c or p or at e str u ct ur es. D et ails of t hi s h a v e 
b e e n gi v e n a b o v e. O n t h e b al a n c e of pr o b a biliti es I c o n cl u d e t h at Mr S e d g wi c k  k n e w t h at 
t h e s u ms h e w as r e c ei vi n g fr o m C o u ntr y wi d e d eri v e d fr o m L C F. 

2 1 8 2.  I fi n d o n t h e b asis of t h e s e f a cts t h at C o u ntr ywi d e  r e c ei v e d t h e a m o u nt s d eri v e d fr o m 
L C F s et o ut a b o v e s u bj e ct t o t h e e q uit a bl e pr o pri et ar y cl ai ms of L C F.  

2 1 8 3.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
C o u ntr y wi d e, a n d Mr S e d g wi c k  h as n ot a d d u c e d a n y e vi d e n c e t o e n a bl e hi m t o d o s o.  
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2 1 8 4.  I n a n y e v e nt, I h a v e f o u n d t h at Mr S e d g wi c k  h a d k n o wl e d g e of t h e fr a u d ul e nt c o n d u ct 
of b usi n ess of L C F at all m at eri al ti m es. H e w as t h er ef or e o n n oti c e t h at t h e s u ms h e w as 
r e c ei vi n g w er e d eri v e d fr o m s u c h fr a u d ul e nt tr a di n g. H e h as t h er ef or e f ail e d t o est a blis h 
t h e B F P d ef e n c e.  

2 1 8 5.  I n a d diti o n, G R P p ai d a t ot al of £ 5 0, 2 2 8. 3 5 t o Mr S e d g wi c k  b et w e e n  3  J a n u ar y 2 0 1 7  a n d 
1 7  A u g ust 2 0 1 7 .  

2 1 8 6.  As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h e s u ms  p ai d t o G R P b ef or e a n d d uri n g 
t hi s p eri o d w er e f u n d e d b y s u ms  p ai d fr o m L C F.  

2 1 8 7.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
G R P. M or e o v er, f or t h e r e as o ns alr e a d y gi v e n, h e h as n ot s h o w n t h at h e w as a B F P . I n 
a n y e v e nt , I h a v e f o u n d t h at Mr S e d g wi c k h a d k n o wl e d g e of t h e fr a u d ul e nt c o n d u ct of 
b usi n ess of L C F at all m at eri al ti m es . H e w as t h er ef or e o n n oti c e t h at t h e s u ms h e w as 
r e c ei vi n g w er e d eri v e d fr o m s u c h fr a u d ul e nt tr a di n g. H e h as t h er ef or e f ail e d t o est a blis h 
t h e B F P d ef e n c e.  

2 1 8 8.  I n a d diti o n, Gr e e n El e ctri cit y (f or m erl y k n o w n as L eis ur e a n d T o uris m Li mit e d) p ai d a 
t ot al of £ 3 2, 7 3 3. 5 0 t o Mr S e d g wi c k  b et w e e n  8  A u g ust 2 0 1 9  a n d 3 0  J ul y 2 0 2 0 .  

2 1 8 9.  As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , Gr e e n El e ctri cit y h a d b e e n f u n d e d b y L C F. 
L C F h a d p ai d Gr e e n El e ctri cit y £ 1, 7 3 9, 1 5 5 dir e ctl y  b y  t h e ti m e t h at Gr e e n El e ctri cit y 
b e g a n m a ki n g o n w ar d p a y m e nts t o Mr S e d g wi c k .  

2 1 9 0.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
Gr e e n El e ctri cit y. M or e o v er, h e h as n ot s h o w n t h at h e w as a B F P . 

2 1 9 1.  I n a d diti o n, L C C L p ai d a t ot al of £ 1 9 1, 1 1 4. 3 5 t o Mr S e d g wi c k  b et w e e n 1 3  M ar c h 2 0 1 5  
a n d  2  D e c e m b er 2 0 1 6 .  

2 1 9 2.  As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , p art w a y t hr o u g h t hi s p eri o d, fr o m 2 8 
A u g ust 2 0 1 5  o n w ar ds, L C C L w as b ei n g f u n d e d b y L & T D. B et w e e n 2 8  A u g ust 2 0 1 5  a n d  
2  D e c e m b er 2 0 1 6 , L & T D p ai d t o L C C L t h e n et s u m of £ 3, 5 1 6, 0 2 4. 8 2.  

2 1 9 3.  As als o e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h os e p a y m e nts w er e f u n d e d b y L C F: 
b as e d o n a v ail a bl e b a n k st at e m e nts , L C F f u n d e d L & T D d uri n g t his p eri o d.  

2 1 9 4.  F or r e as o ns alr e a d y gi v e n, L C C L w as o n n oti c e t h at s u ms  h a d b e e n p ai d o ut of L C F a n d 
w as o n n oti c e of i m pr o pri et y.  

2 1 9 5.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
L C C L. M or e o v er, h e h as n ot s h o w n t h at h e w as n ot a B F P . 

2 1 9 6.  I n a d diti o n, L o n d o n Gr o u p L L P p ai d a t ot al of £ 2 6, 6 8 8. 6 9 t o Mr S e d g wi c k  b et w e e n 2 0  
D e c e m b er 2 0 1 7  a n d  1  M a y 2 0 1 8 .  

2 1 9 7.  As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h e s u ms  p ai d t o L o n d o n Gr o u p L L P 
b ef or e a n d d uri n g t his p eri o d w er e f u n d e d b y s u m s  p ai d fr o m L C F.  

2 1 9 8.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
L o n d o n Gr o u p L L P. M or e o v er, h e h as n ot s h o w n t h at h e w as a B F P.  
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2 1 9 9.  I n a d diti o n, L O G p ai d a t ot al of £ 1 0 3, 2 1 5. 7 5 t o Mr S e d g wi c k  b et w e e n  7  J u n e 2 0 1 7  a n d 
2 4  M a y 2 0 1 8 .  

2 2 0 0.  As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h e s u ms  p ai d t o L O G b ef or e a n d d uri n g 
t hi s p eri o d w er e f u n d e d b y s u ms  p ai d fr o m L C F . L O G w as t h e c o n n e ct e d b orr o w er w hi c h 
r e c ei v e d t h e l ar g est s h ar e of s u ms  ori gi n ati n g fr o m L C F.  

2 2 0 1.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
L O G. M or e o v er, h e h as n ot s h o w n t h at h e w as a B F P . 

2 2 0 2.  I n a d diti o n, S a n ds E q uit y p ai d a t ot al of £ 3 6, 0 0 0 t o Mr S e d g wi c k  b et w e e n  7  J u n e 2 0 1 7  
a n d  9  A u g ust 2 0 1 7 .  

2 2 0 3.  As e x pl ai n e d a b o v e i n r el ati o n t o Mr G ol di n g , t h e s u ms  p ai d t o S a n ds E q uit y b ef or e a n d 
d uri n g t his p eri o d w er e f u n d e d b y s u ms  p ai d fr o m L C F, pri n ci p all y t hr o u g h G R P.  

2 2 0 4.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
S a n ds E q uit y. M or e o v er, h e h as n ot s h o w n t h at h e w as a B F P.  

2 2 0 5.  I n a d diti o n, W at ersi d e Es c a p es Li mit e d p ai d a t ot al of £ 7, 8 0 9. 9 9 t o Mr S e d g wi c k  
b et w e e n 2 4  F e br u ar y 2 0 1 7  a n d 1 3  A pril 2 0 2 2.  

2 2 0 6.  I c o n cl u d e t h at W at ersi d e Es c a p es Li mit e d w as f u n d e d  b y  t hr o u g h o ut b y L C F’s pr o p ert y  
at all m at eri al ti m es , f or t h es e r e as o ns: (i) W at ersi d e Es c a p es Li mit e d w as c o n n e ct e d t o 
Mr H u m e -K e n d all  a n d Mr T h o ms o n : Mr H u m e -K e n d all  w as a dir e ct or b et w e e n 2 6  M a y 
2 0 1 5  a n d  8  J u n e 2 0 1 5 , a n d his wif e, Mr s H u m e -K e n d all , w as a dir e ct or fr o m 2 6  M a y 
2 0 1 5  o n w ar ds; (ii) Mr H u m e -K e n d all  r e c ei v e d v er y s u bst a nti al s u ms w hi c h ori gi n at e d 
fr o m L C F b y 2 0 1 7, s et o ut a b o v e, a n d w as o n n oti c e t h at t h os e s u ms h a d b e e n p ai d i n 
br e a c h of fi d u ci ar y d ut y; a n d (iii) W at ersi d e Es c a p es Li mit e d f u n d e d b y Gr e e n El e ctri cit y 
(i n t ur n f u n d e d b y L C F) b y at l e ast 9  S e pt e m b er 2 0 1 9 , a n d fr o m t h at d at e u ntil 1 6 J ul y 
2 0 2 0 , Gr e e n El e ctri cit y p ai d W at ersi d e Es c a p es Li mit e d t h e gr oss s u m of £ 7 6, 0 1 8. 0 9. It 
is t h er ef or e li k el y t h at, b y F e br u ar y 2 0 1 7, W at ersi d e Es c a p es w as als o b ei n g f u n d e d b y 
L C F.  

2 2 0 7.  N o b asis h as b e e n s u g g e st e d o n w hi c h Mr S e d g wi c k  g a v e v al u e f or his r e c ei pt s fr o m 
W at ersi d e Es c a p es Li mit e d.  M or e o v er , h e h as n ot s h o w n  t h at h e w as a B F P.  

2 2 0 8.  Gi v e n t h e d e pt h a n d br e a dt h of his i n v ol v e m e nt i n t h e c o m p a ni es ass o ci at e d wit h Mr 
H u m e -K e n d all a n d Mr G ol di n g, I c o n cl u d e t h at Mr S e d g wi c k  k n e w t h at t h e s u ms h e w as 
r e c ei vi n g fr o m t h es e v ari o us c o m p a ni es ( as i n t h e c as e of C o u ntr y wi d e ) d eri v e d fr o m 
L C F.  

2 2 0 9.  F or t h es e r e as o ns , I fi n d t h at L C F h as est a blis h e d a n e q uit a bl e pr o pri et ar y cl ai m a g ai nst 
Mr S e d g wi c k  i n r es p e ct of t h e a m o u nt s r e c ei v e d b y hi m as li st e d a b o v e, t ot alli n g 
£ 7 7 9, 6 3 4. 1 1 , s u bj e ct t o a p ossi bl e q u alifi c ati o n . T his is i n r es p e ct of t h e p a y m e nts b y 
L C C L t o Mr S e d g wi c k . T h e Cl ai m a nts h a v e est a bli s h e d a c as e t h at L C C L w as b ei n g 
f u n d e d b y L C F i n r es p e ct of t h e p eri o d aft er 2 8  A u g ust 2 0 1 5 , vi a L & T D. I i n vit e f urt h er 
s u b missi o ns a b o ut a p pr o pri at e d e cl ar ati o ns , a c c o u nts a n d i n q uir es, i n cl u di n g i n r el atio n 
t o t his el e m e nt of t h e cl ai ms c o n c er ni n g t h e p eri o d b ef or e 2 8  A u g ust 2 0 1 5 . 

K n o wi n g r e c ei pt cl ai m s  
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2 2 1 0.  T o t h e e xt e nt t h at L C F’s pr o p ert y, or t h e tr a c e a bl e pr o c e e ds t h er e of, is n o l o n g er i n t h e 
h a n ds of a n y of Mr C ar el ess , S ur g e , Mr R uss ell -M ur p h y , G P or Mr S e d g wi c k  (a g ai nst 
w hi c h , as f o u n d a b o v e, it h as e q uit a bl e pr o pri et ar y cl ai ms), t h e Cl ai m a nts s e e k e q uit a bl e 
c o m p e ns ati o n f or k n o wi n g r e c ei pt i n a n a m o u nt e q u al t o t h e v al u e of t h e dissi p at e d 
pr o p ert y.  

2 2 1 1.  T h e Cl ai m a nts als o ass ert alt er n ati v e cl ai ms a g ai nst Mr G ol di n g  i n t h e e v e nt t h at h e di d 
n ot hi ms elf o w e fi d u ci ar y d uti es t o L C F.   

2 2 1 2.  T h er e w as o n e ar e a of dis a gr e e m e nt a b o ut t h e pri n ci pl es. C o u ns el f or  t h e  S ur g e 
D ef e n d a nts m a d e t h e s a m e c o nt e nti o n i n r el ati o n t o t h es e cl ai ms as f or t h e e q uit a bl e 
pr o pri et ar y cl ai ms, n a m el y, t h at a cl ai m a nt m a y n ot bri n g s u c h a cl ai m w h er e r e c ei pt s 
h a v e b e e n m a d e u n d er a c o ntr a ct w hi c h t h e cl ai m a nt h as n ot a p pli e d t o s et asi d e. I r ej e ct 
t h at s u b missi o n f or t h e r e as o ns gi v e n a b o v e.  

2 2 1 3.  T h e r e w as ot h er wis e n o dis a gr e e m e nt a b o ut t h e r el e v a nt pri n ci pl es.  A r e ci pi e nt of 
pr o p ert y tr a nsf err e d fr o m a c o m p a n y i n br e a c h of t h e dir e ct ors’ fi d u ci ar y d ut y will b e 
p ers o n all y li a bl e if it w o ul d b e u n c o ns ci o n a bl e f or t h e r e ci pi e nt t o r et ai n t h e b e n efit of 
t h e r e c ei pt: s e e B a n k of Cr e dit a n d C o m m er c e I nt er n ati o n al ( O v ers e as) Lt d v A ki n d el e  
[ 2 0 0 1] C h 4 3 7, 4 5 5. T h at t est h as b e e n criti cis e d b y t h e S u pr e m e C o urt i n o bit er p ass a g es 
i n B y ers  as u n d ul y fl e xi bl e a n d i m pr e cis e , b ut n o ot h er t est h as y et b e e n f orm ul at e d a n d 
it r e m ai ns bi n di n g o n t hi s c o urt. B ut, o n a n y vi e w, r e c ei pt fr o m a c o m p a n y wit h a ct u al or 
bli n d -e y e k n o wl e d g e t h at it d eri v es fr o m t h e fr a u d ul e nt c o n d u ct of t h e c o m p a n y’s 
b usi n ess b y t h e dir e ct ors will s ati sf y t h e t est f or k n o wi n g r e c ei pt .  

2 2 1 4.  I t ur n t o t h e cl ai ms a g ai n st e a c h r el e v a nt D ef e n d a nt .  

2 2 1 5.  As s et o ut a b o v e , I h a v e f o u n d t h at Mr C ar el ess  r e c ei v e d a mi ni m u m a m o u nt of 
£ 8, 3 8 6, 8 0 6. 7 3 of L C F’s pr o p ert y  or it s tr a c e a bl e pr o c e e ds a n d t h at S ur g e  r e c ei v e d 
£ 6 1, 0 2 5, 7 0 2. 1 8 of L C F’s  pr o p ert y or its tr a c e a bl e pr o c e e ds. 

2 2 1 6.  I h a v e f o u n d t h at fr o m t h e e n d of J ul y 2 0 1 5, Mr C ar el ess  h a d a ct u al or bli n d -e y e 
k n o wl e d g e of c o n d u ct c o nstit uti n g br e a c h es of t h e d uti es o w e d t o L C F b y Mr T h o ms o n  
a n d/ or Mr G ol di n g . Mr C ar el ess ’s k n o wl e d g e is t o b e attri b ut e d t o S ur g e . I fi n d o n t hi s 
b asis t h at Mr C ar el ess a n d S ur g e  ar e li a bl e i n k n o wi n g r e c ei pt.  

2 2 1 7.  I h a v e f o u n d a b o v e t h at Mr R uss ell -M ur p h y  r e c ei v e d a mi ni m u m a m o u nt of £3 5 1, 5 9 8. 0 6  
of L C F’s pr o p ert y  or its tr a c e a bl e pr o c e e ds a n d t h at G P  r e c ei v e d £ 2, 3 2 5, 2 8 1. 8 1 of L C F’s 
pr o p ert y  or its tr a c e a bl e pr o c e e ds.  

2 2 1 8.  I h a v e f o u n d t h at fr o m t h e e n d of J ul y 2 0 1 5, Mr R uss ell -M ur p h y  h a d a ct u al or bli n d -e y e 
k n o wl e d g e of c o n d u ct c o nstit uti n g br e a c h es of t h e d uti es o w e d t o L C F b y Mr T h o ms o n  
a n d/ or Mr G ol di n g . Mr R uss ell -M ur p h y ’s k n o wl e d g e is t o b e attri b ut e d t o G P . I t h er ef or e 
fi n d t h at t h e y ar e li a bl e i n k n o wi n g r e c ei pt. 

2 2 1 9.  I h a v e f o u n d a b o v e t h at Mr S e d g wi c k  r e c ei v e d a mi ni m u m a m o u nt of £ 7 7 9, 6 3 4. 1 1 of 
L C F’s pr o p ert y or it s tr a c e a bl e pr o c e e ds.  

2 2 2 0.  I h a v e f o u n d t h at at all m at eri al ti m es Mr S e d g wi c k  h a d a ct u al or bli n d -e y e k n o wl e d g e 
of c o n d u ct c o nstit uti n g br e a c h es of t h e d uti es o w e d t o L C F b y Mr T h o ms o n  a n d/ or Mr 
G ol di n g . I t h er ef or e fi n d t h at h e is li a bl e i n k n o wi n g r e c ei pt. 
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2 2 2 1.  I h a v e f o u n d t h at Mr G ol di n g  o w e d fi d u ci ar y d uti es t o L C F. B ut, i n c as e  t h at i s wr o n g, I 
fi n d t h at Mr G ol di n g  w as a k n o wi n g r e ci pi e nt of £ 4 3, 4 2 8, 7 5 8. 5 0 of L C F’s ass ets  or t h eir 
tr a c e a bl e pr o c e e ds. Mr G ol di n g  h a d a ct u al k n o wl e d g e or bli n d -e y e k n o wl e d g e at t h e 
m at eri al ti m es ( n a m el y w h e n h e r e c ei v e d t h os e a m o u nt s) of t h e f a cts c o nstit uti n g 
br e a c h es of t h e d uti es o w e d t o L C F b y Mr T h o ms o n  as s et o ut a b o v e.   

D is h o n est assist a n c e 

2 2 2 2.  T h e Cl ai m a nts ass ert t h at Mr C ar el ess , Mr R uss ell -M ur p h y  a n d Mr S e d g wi c k  dis h o n estl y 
assi st e d Mr T h o ms o n  a n d/ or Mr G ol di n g  i n br e a c hi n g t h e fi d u ci ar y d uti es t h e y o w e d t o 
L C F ; i n t h e alt er n ati v e t h at if Mr G ol di n g  di d n ot o w e fi d u ci ar y d uti es t o L C F, t h e n h e 
dis h o n estl y assi st e d Mr T h o ms o n  i n br e a c hi n g t h e fi d u ci ar y d uti es Mr T h o ms o n  o w e d t o 
L C F.  

2 2 2 3.  T h er e w as n o dis a gr e e m e nt a b o ut t h e l a w . I n s u m m ar y: 

i. T h e r e q uir e m e nts of dis h o n est assi st a n c e ar e a br e a c h of fi d u ci ar y d ut y; assist a n c e 
i n t h at br e a c h of fi d u ci ar y d ut y; a n d dis h o n est y.  

ii. F or assi st a n c e t o b e est a bli s h e d, it is n e c ess ar y t o d e m o nstr at e t h a t t h e d ef e n d a nt’s 
c o n d u ct assi st e d i n t h e br e a c h of fi d u ci ar y d ut y , a n d t h e assi st a n c e gi v e n w a s m or e 
t h a n mi ni m al. W hil e t h e l oss s uff er e d m ust b e c a us e d b y t h e br e a c h of fi d u ci ar y 
d ut y, it is n ot n e c ess ar y t o est a blis h a dir e ct li n k b et w e e n t h e assi st a n c e a n d t h e 
l oss.  

iii. Li a bilit y f or dis h o n est assi st a n c e is n ot li mit e d t o t h os e p ers o ns w h o assi st i n t h e 
ori gi n al br e a c h of fi d u ci ar y d ut y; it als o a p pli es t o t h os e w h o c o ns ci o usl y assi st i n 
t h e c o nti n ui n g di v ersi o n of pr o p ert y (i n cl u di n g b y s e e ki n g t o c o n c e al t h e ori gi n al 
di v ersi o n of ass ets i n br e a c h of d ut y).  

i v. T h e r e q uir e d m e nt al el e m e nt is dis h o n est y. It is n ot n e c ess ar y f or t h e d ef e n d a nt t o 
s us p e ct t h at t h e tr a ns a cti o n a m o u nt s t o a br e a c h of tr ust or fi d u ci ar y d ut y, or t o 
k n o w of t h e e xist e n c e of t h e tr ust or fi d u ci ar y d ut y.  

v.  T h e q u esti o n of dis h o n est y r e q uir es as c ert ai ni n g t h e a ct u al st at e of t h e i n di vi d u al’s 
k n o wl e d g e or b eli ef as t o t h e f a cts; a n d w h et h er t h e i n di vi d u al’s st at e of mi n d is 
o bj e cti v el y dis h o n est b y t h e st a n d ar ds of or di n ar y d e c e nt p e o pl e.  F or t hi s p ur p os e, 
b li n d-e y e k n o wl e d g e is t o b e e q u at e d wit h a ct u al k n o wl e d g e.  

2 2 2 4.  O n t h e b asis of t h e d et ail e d fi n di n gs of f a ct s et o ut a b o v e, I fi n d t h at Mr C ar el ess  assi st e d 
Mr T h o ms o n  a n d  Mr G ol di n g  i n br e a c h es of d ut y b y r aisi n g f u n ds f or L C F t hr o u g h t h e 
us e of f als e r e pr es e nt ati o ns, w hi c h f u n ds Mr T h o ms o n , Mr G ol di n g  a n d ot h ers 
mi s a p pr o pri at e d. Mr C ar el ess ’s p arti ci p ati o n i n t h e fr a u d ul e nt s c h e m e c arri e d o n b y L C F 
is d es cri b e d i n d et ail a b o v e. I h a v e f o u n d t h at fr o m t h e e n d of J ul y 2 0 1 5, Mr C ar el ess  
h a d a ct u al or bli n d -e y e k n o wl e d g e of t h e fr a u d ul e nt s c h e m e c arri e d o n b y L C F. His 
c o n d u ct w as t h er ef or e o bj e cti v el y di s h o n est  fr o m t h at d at e. 

2 2 2 5.  O n t h e b asis of t h e d et ail e d fi n di n gs of f a ct s et o ut a b o v e, I fi n d t h at Mr R uss ell -M ur p h y  
assi st e d Mr T h o ms o n  a n d Mr G ol di n g i n br e a c h es of d ut y b y r aisi n g f u n ds f or L C F 
t hr o u g h t h e us e of f als e r e pr es e nt ati o ns, w hi c h f u n ds Mr T h o ms o n , Mr G ol di n g  a n d 
ot h ers mi s a p pr o pri at e d. Mr R uss ell -M ur p h y ’s p arti ci p ati o n i n t h e fr a u d ul e nt s c h e m e 
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c arri e d o n b y L C F is d es cri b e d i n d et ail a b o v e. I h a v e f o u n d t h at fr o m  t h e e n d of J ul y 
2 0 1 5 Mr R uss ell -M ur p h y  h a d a ct u al or bli n d -e y e k n o wl e d g e of t h e fr a u d ul e nt s c h e m e 
c arri e d o n b y L C F. His c o n d u ct w as t h er ef or e o bj e cti v el y di s h o n est fr o m t h at d at e.  

2 2 2 6.  O n t h e b asis of t h e d et ail e d fi n di n gs of f a ct s et o ut a b o v e, I fi n d t h at Mr S e d g wi c k  assi st e d 
Mr T h o ms o n  a n d Mr G ol di n g i n br e a c h es of d ut y b y dr afti n g (a n d, i n s o m e c as es, 
b a c k d ati n g ) d o c u m e nts t o c o n c e al t h e mi s a p pr o pri ati o n L C F’s ass ets  b y Mr T h o ms o n , 
Mr H u m e -K e n d all , Mr B ar k er  a n d Mr G ol di n g . Mr S e d g wi c k ’s p arti ci p ati o n i n t h e 
fr a u d ul e nt s c h e m e c arri e d o n b y L C F is d es cri b e d i n d et ail a b o v e. I h a v e f o u n d t h at at all 
m at eri al ti m es Mr S e d g wi c k  h a d a ct u al or bli n d -e y e k n o wl e d g e of t h e fr a u d ul e nt s c h e m e 
c a rri e d o n b y L C F. His c o n d u ct w as t h er ef or e o bj e cti v el y di s h o n est  t hr o u g h o ut. 

2 2 2 7.  Mr G ol di n g  o w e d fi d u ci ar y d uti es t o L C F . I n c as e t hi s is wr o n g: 

i. T h e assi st a n c e t h at Mr C ar el ess, S ur g e, Mr R uss ell -M ur p h y a n d Mr S e d g wi c k e a c h 
g a v e t o Mr T h o ms o n i n t h e r es p e cts i d e ntifi e d a b o v e w as s uffi ci e nt t o r e n d er t h e m 
li a bl e t o L C F f or dis h o n e st assist a n c e.  

ii. O n t h e b asis of t h e d et ail e d fi n di n gs of f a ct s et o ut a b o v e, I fi n d t h at Mr G ol di n g 
assi st e d Mr T h o ms o n  i n br e a c h es of d ut y. Mr G ol di n g  w as t h e ulti m at e ar c hit e ct 
of L C F’s f u n d -r aisi n g s c h e m e , a n d h e pr o vi d e d assi st a n c e i n n u m er o us w a ys, 
i n cl u di n g e n g a gi n g S ur g e  a n d c a usi n g c o m p a ni es w hi c h Mr G ol di n g  b e n efi ci all y 
o w n e d a n d c o ntr oll e d vi a Mr B ar k er  t o b e us e d t o f a cilit at e a n d c o n c e al t h e 
mi s a p pr o pri ati o n of L C F’s ass ets  b y hi m s elf, Mr T h o ms o n , Mr H u m e -K e n d all , Mr 
B ar k er  a n d ot h ers. Mr G ol di n g ’s p arti ci p ati o n i n t h e fr a u d ul e nt s c h e m e c arri e d o n 
b y L C F is d es cri b e d i n d et ail a b o v e. I h a v e f o u n d t h at at all m at eri al ti m es Mr 
G ol di n g  h a d a ct u al or bli n d -e y e k n o wl e d g e of t h e fr a u d ul e nt s c h e m e c arri e d o n b y 
L C F. His c o n d u ct w as t h er ef or e o bj e cti v el y di s h o n est t hr o u g h o ut.  

2 2 2 8.  It f oll o ws t h at Mr C ar el es s , Mr R uss ell -M ur p h y  a n d Mr S e d g wi c k  ar e li a bl e f or dis h o n est 
assi st a n c e i n t h e br e a c h e s of d ut y b y Mr T h o ms o n  a n d / or Mr G ol di n g . If Mr G ol di n g  
w er e  n ot li a bl e f or br e a c h of fi d u ci ar y d ut y, h e w o ul d n o n et h el ess b e li a bl e f or dis h o n est 
assi st a n c e i n t h e br e a c h e s of Mr T h o ms o n .  

P e rs o n al cl ai m s : Q u a nt u m  

2 2 2 9.  T h e D ef e n d a nts ar e t h er ef or e p ers o n all y li a bl e i n v ari o us r es p e cts f or p arti ci p ati o n i n 
fr a u d ul e nt tr a di n g; br e a c h of fi d u ci ar y d ut y; k n o wi n g r e c ei pt; a n d dis h o n est assist a n c e.  

Fr a u d ul e nt t r a di n g  

2 2 3 0.  T h er e w as n o diff er e n c e b et w e e n t h e p arti es a b o ut t h e l e g al pri n ci pl es.   

2 2 3 1.  W h er e k n o wi n g p arti ci p ati o n i n F C O B is est a bli s h e d, by  s u b s e cti o n 2 4 6 Z( 2) ( a n d 
s u b s e cti o n 2 1 3( 2)) t h e c o urt m a y d e cl ar e t h at p ers o ns w h o w er e k n o wi n gl y p art y t o t h e 
c arr yi n g o n t h e b usi n ess i n t h e m a n n er m e nti o n e d i n s u bs e cti o n ( 1) ar e li a bl e t o m a k e 
s u c h c o ntri b uti o ns (if a n y) t o t h e c o m p a n y’s ass ets as t h e c o urt t hi n ks pr o p er.  

2 2 3 2.  T h er e m ust b e a n e x us b et w e e n t h e l oss c a us e d t o t h e c o m p a n y’s cr e dit ors b y t h e 
fr a u d ul e nt tr a di n g a n d t h e c o ntri b uti o n or d er e d. W h er e t h er e is m or e t h a n o n e d ef e n d a nt, 
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t h e c o urt m a y c o nsi d er e a c h d ef e n d a nt s e p ar at el y or h ol d t h e m li a bl e o n a j oi nt a n d 
s e v er al b asis.  

2 2 3 3.  T h e Cl ai m a nts c o nt e n d t h at e a c h of Mr T h o ms o n , Mr G ol di n g , Mr C ar el e ss , S ur g e , Mr 
R uss ell -M ur p h y  a n d Mr S e d g wi c k  pl a y e d criti c al r ol es i n t h e fr a u d ul e nt s c h e m e c arri e d 
o n b y L C F. Wit h o ut Mr T h o ms o n  a n d Mr G ol di n g , t h er e w o ul d h a v e b e e n n o s c h e m e 
a n d n o mi s a p pr o pri ati o ns of L C F’s ass ets . Wit h o ut Mr C ar el ess , S ur g e  a n d Mr R uss ell -
M ur p h y , L C F w o ul d n ot h a v e r ais e d a n yt hi n g a n d s o n o mi s a p pr o pri ati o n s c o ul d h a v e 
o c c urr e d.  Wit h o ut Mr S e d g wi c k , t h e c o n d u ct a n d c o n c e al m e nt of t h e fr a u d ul e nt tr a di n g 
w o ul d h a v e b e e n m u c h m or e diffi c ult or e v e n i m p ossi bl e t o i m pl e m e nt wit h o ut 
dis c o v er y.   

2 2 3 4.  T h e Cl ai m a nts c o nt e n d t h at Mr T h o ms o n , Mr G ol di n g , Mr C ar el ess , S ur g e , Mr R uss ell -
M ur p h y  a n d Mr S e d g wi c k  s h o ul d b e j oi ntl y a n d s e v er all y li a bl e f or t h e e ntir et y of t h e 
n et d efi ci e n c y i n L C F’s a d mi nistr ati o n est at e pl us i nt er est as it a c cr u es , a n d t h e Cl ai m a nts 
s e e k a m o n e y j u d g m e nt i n t hi s a m o u nt.  

2 2 3 5.  T h e Cl ai m a nts a c c e pt t h at t h e y w o ul d h a v e t o gi v e cr e dit a g ai nst t hi s s u m f or: a n y s u ms 
r e c o v er e d fr o m t h e D ef e n d a nts i n r el ati o n t o t h eir pr o pri et ar y cl ai m s; a n d a n y s u ms 
arisi n g fr o m r e ali s ati o ns of ot h er ass ets wit hi n t h e a d mi nistr ati o n est at e.  

2 2 3 6.  T h e n et d efi ci e n c y i n L C F’s est at e is t h e a m o u nt r e q uir e d t o p a y all o utst a n di n g s u ms 
d u e t o it s cr e dit ors.  It c o m pris es t h e c osts a n d e x p e ns es of t h e a d mi nistr ati o n, w hi c h ar e 
p a y a bl e b ef or e a n y s u ms d u e t o cr e dit ors, pri n ci p al d u e t o cr e dit ors a n d i nt er est d u e t o 
cr e dit ors.  L C F’s cr e dit ors c o m pris e it s b o n d h ol d ers a n d t h e F i n a n ci al S er vi c es 
C o m p e ns ati o n S c h e m e ( “ F S C S ”) , t o w hi c h c ert ai n of t h e b o n d h ol d er cl ai ms ar e 
s u br o g at e d b y r e as o n of t h e F S C S h a vi n g p ai d c o m p e ns ati o n t o t h os e b o n d h ol d ers i n a 
s u m of c. £ 1 7 2 milli o n.  

2 2 3 7.  Ms Ll o y d h as fil e d wit n e ss st at e m e nts s etti n g o ut L C F’s n et d efi cit . As at 2 2 M a y 2 0 2 4, 
t h e n et d efi cit i n L C F’s a d mi nistr ati o n est at e st o o d at o v er £ 3 7 9  milli o n .  

2 2 3 8.  T h er e w as v er y limit e d ar g u m e nt a b o ut q u a nt u m at t h e tri al. I h e ar d n o s u b missi o ns a b o ut 
w h et h er it w o ul d b e a p pr o pri at e t o m a k e a n or d er w hi c h i n cl u d e d t h e c osts of t h e 
a d mi nistr ati o n ( w hi c h w o ul d i n cl u d e t h e c osts of t h e pr es e nt pr o c e e di n gs) a n d i nt er est 
( w h et h er a c cr ui n g b ef or e or aft er t h e a d mi nistr ati o n of L C F). C o u ns el f or s o m e of t h e 
D ef e n d a nts i n vit e d m e t o c o nsi d er a n y iss u es of q u a nt u m aft er I h a d r e a c h e d d e cisi o ns 
o n li a bilit y as it w o ul d all o w m or e f o c us e d s u b missi o ns.  

2 2 3 9.  I h a v e c o n cl u d e d t h at t h e c o urt w o ul d b e assi st e d b y f urt h er s u b missi o ns a b o ut  t h e 
a p pr o pri at e c o ntri b uti o n t o b e m a d e b y t h e r el e v a nt D ef e n d a nts.  

E q uit a bl e c o m p e ns ati o n / d a m a g es f or br e a c h of d ut y  

2 2 4 0.  T h er e w as n o diff er e n c e b et w e e n t h e p arti es a b o ut t h e pri n ci pl es.  

2 2 4 1.  W hil e c o m m o n l a w pri n ci pl es of r e m ot e n ess , miti g ati o n a n d c a us ati o n d o n ot a p pl y t o 
c o m p e ns ati o n f or br e a c h of fi d u ci ar y d ut y, t h er e m ust b e s o m e c a us al c o n n e cti o n 
b et w e e n t h e br e a c h a n d t h e l oss s uff er e d.  
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2 2 4 2.  T h e pri n ci pl es t o b e a p pli e d t o t h e ass ess m e nt of q u a nt u m of e q uit a bl e c o m p e ns ati o n 
w er e d es cri b e d b y L or d R e e d i n AI B Gr o u p ( U K) Pl c v M ar k R e dl er  [ 2 0 1 5] A C 1 5 0 3 at 
[ 1 3 3]-[ 1 3 6]: w h er e t h e br e a c h c o n c er ns t h e mi s a p pli c ati o n of tr ust pr o p ert y, t h e m o d el 
of e q uit a bl e c o m p e ns ati o n is t o r e q uir e t h e tr ust e e t o r est or e t h e f u n d t o t h e p ositi o n it 
w o ul d h a v e b e e n i n h a d t h e tr ust e e p erf or m e d his o bli g ati o n.  T h e m e as ur e of 
c o m p e ns ati o n s h o ul d n or m all y b e ass ess e d at t h e d at e of tri al wit h t h e b e n efit of 
hi n dsi g ht.  T h e f or es e e a bilit y of l oss is g e n er all y irr el e v a nt , b ut t h e l oss m u st fl o w fr o m 
t h e br e a c h of tr ust. 

2 2 4 3.  T h e Cl ai m a nts a g ai n c o nt e n d e d t h at Mr T h o ms o n  a n d Mr G ol di n g  s h o ul d b e j oi ntl y a n d 
s e v er all y li a bl e t o p a y e q uit a bl e c o m p e ns ati o n i n a n a m o u nt e q u al t o t h e n et d efi cit i n t h e 
L C F a d mi nistr ati o n est at e pl us i nt er est as it a c cr u es. T h e Cl ai m a nts w o ul d gi v e cr e dit 
a g ai nst t hi s s u m f or: a n y s u ms r e c o v er e d fr o m t h e D ef e n d a nts i n r el ati o n t o t h eir 
pr o pri et ar y cl ai m s; a n d a n y s u ms arisi n g fr o m r e ali s ati o ns of ot h er ass ets wit hi n t h e 
a d mi nistr ati o n est at e.  

2 2 4 4.  F or si mil ar r e as o ns t o t h os e gi v e n i n r el ati o n t o t h e q u a nt u m of t h e c o ntri b uti o n f or 
fr a u d ul e nt tr a di n g, I h a v e c o n cl u d e d t h at t h e c o urt w o ul d b e assi st e d b y f urt h er 
s u b missi o ns a b o ut t h e m e as ur e of c o m p e ns ati o n . 

E q uit a bl e c o m p e ns ati o n f or dis h o n est as sist a n c e  

2 2 4 5.  A g ai n , t h e pri n ci pl es w er e n ot c o nt est e d. A p ers o n w h o dis h o n estl y assi sts i n a br e a c h of 
fi d u ci ar y d ut y will b e li a bl e f or all l oss es w hi c h fl o w fr o m t h e br e a c h of d ut y i n w hi c h 
t h e y assi st e d.  

2 2 4 6.  T h e Cl ai m a nts c o nt e n d e d t h at e a c h of Mr C ar el ess , S ur g e , Mr R uss ell -M ur p h y  a n d Mr 
S e d g wi c k  ( u n d er t h e alt er n ati v e cl ai m, Mr G ol di n g ) s h o ul d b e m a d e j oi ntl y a n d s e v er all y 
li a bl e t o m a k e L C F w h ol e a n d s o s h o ul d b e or d er e d t o p a y a n a m o u nt e q u al t o t h e n et 
d efi cit i n L C F’s est at e l e ss i nt er est. As a b o v e, t h e Cl ai m a nts w o ul d gi v e cr e dit a g ai nst 
t hi s s u m f or a n y s u ms r e c o v er e d fr o m t h e D ef en d a nts i n r el ati o n t o t h eir pr o pri et ar y 
cl ai ms;  a n d (ii) a n y s u ms arisi n g fr o m r e ali s ati o ns of ot h er ass ets wit hi n t h e 
a d mi n istr ati o n est at e. 

2 2 4 7.  F or t h e s a m e r e as o ns as gi v e n a b o v e, I i n vit e f urt h er s u b missi o ns a b o ut q u a nt u m  aft er 
t h e d eli v er y of t hi s j u d g m e nt. 

C o n cl u si o n s  

2 2 4 8.  Mr T h o ms o n, Mr G ol di n g, Mr C ar el ess, S ur g e, Mr R uss ell -M ur p h y , G P, a n d Mr 
S e d g wi c k ar e li a bl e t o L C F f or k n o wi n g p arti ci p ati o n i n t h e fr a u d ul e nt c o n d u ct of L C F’ s 
b usi n ess , as d et ail e d a b o v e. 

2 2 4 9.  Mr T h o ms o n a n d Mr G ol di n g ar e li a bl e f or br e a c h of d uti es o w e d t o L C F , as d et ail e d 
a b o v e . 

2 2 5 0.  Mr T h o ms o n a n d Mr G ol di n g ar e li a bl e as c o nstr u cti v e tr ust e es of t h e b e n efits d eri v e d 
b y t h e m fr o m t h eir br e a c h es of d ut y, as d et ail e d a b o v e.  

2 2 5 1.  L C F h as est a blis h e d e q uit a bl e pr o pri et ar y cl ai ms a g ai nst Mr T h o ms o n, Mr G ol di n g, Mr 
C ar el ess, S ur g e, Mr R uss ell -M ur p h y, G P , a n d Mr S e d g wi c k , as d et ail e d a b o v e. 
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2 2 5 2.  Mr C ar el ess, S ur g e, Mr R uss ell -M ur p h y, G P a n d Mr S e d g wi c k ar e li a bl e t o L C F  as 
c o nstr u cti v e tr ust e es i n r es p e ct of ass ets r e c ei v e d b y t h e m a n d d eri vi n g dir e ctl y or 
i n dir e ctl y fr o m L C F, as d et ail e d a b o v e.  

2 2 5 3.  Mr C ar el ess, Mr R uss ell -M ur p h y  a n d Mr S e d g wi c k ar e li a bl e t o L C F f or dish o n est 
assi st a n c e i n br e a c h es of d ut y b y Mr T h o ms o n a n d/ or Mr G ol di n g,  as d et ail e d a b o v e.  

2 2 5 4.  T h e t er ms of a n y d e cl ar ati o ns , a c c o u nts a n d i n q uiri es a n d t h e q u a nt u m  of t h e p ers o n al 
cl ai ms will b e d et er mi n e d aft er f urt h er s u b missi o ns.  


