
THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any

doubt about the contents of this document or as to the action you should take, you should consult an

independent financial adviser authorised under the Financial Services and Markets Act 2000 (as

amended) if you are in the United Kingdom, or another appropriately authorised independent

financial adviser if you are in a territory outside the United Kingdom, without delay.

If you sell or have sold or have otherwise transferred all of your Existing LXi Shares, please send this document

at once to the purchaser or transferee or to the bank, stockbroker or other agent through whom the sale or

transfer was effected for delivery to the purchaser or transferee except that such documents should not be sent

to any jurisdiction where to do so might constitute a violation of local securities laws or regulations, including

but not limited to the Excluded Territories. If you sell or have sold or otherwise transferred only part of your

holding of Existing LXi Shares, you should retain this document and consult with the bank, stockbroker or other

agent through whom the sale or transfer was effected as to the action you should take.

This document comprises (i) a circular prepared for the purposes of the LXi General Meeting convened pursuant

to the Notice of General Meeting set out in Part 11 of this document in accordance with the Listing Rules of the

Financial Conduct Authority (the “FCA”) made under section 73A of FSMA and (ii) a prospectus (the

“Prospectus”) relating to LXi REIT plc (the “Company”) in connection with the Merger, prepared in accordance

with the Prospectus Regulation Rules of the FCA made pursuant to section 73A of FSMA.

This Prospectus has been approved by the FCA as competent authority under the UK Prospectus Regulation. The

FCA only approves this Prospectus as meeting the standards of completeness, comprehensibility and consistency

imposed by the UK Prospectus Regulation. Such approval should not be considered as an endorsement of the

issuer or the quality of the securities that are the subject of this Prospectus. Investors should make their own

assessment as to the suitability of investing in the LXi Shares. This Prospectus has been drawn up as a simplified

prospectus in accordance with Article 14 of the UK Prospectus Regulation.

The LXi Shares are listed on the premium listing segment of the Official List of the FCA and admitted to trading

on the premium segment of the London Stock Exchange’s Main Market. As the Merger constitutes a reverse

takeover under the Listing Rules, upon completion of the Merger, the admission of the LXi Shares in issue

immediately prior to completion of the Merger to the premium listing segment of the Official List and to trading

on the premium segment of the Main Market will be cancelled (“Cancellation”). Applications will be made to the

FCA and to the London Stock Exchange, respectively, for (i) those LXi Shares subject to Cancellation to be

simultaneously re-admitted to the premium listing segment of the Official List and to trading on the premium

segment of the Main Market; and (ii) the New LXi Shares issued pursuant to the Merger to be admitted to the

premium listing segment of the Official List and to trading on the premium segment of the Main Market (together,

“Admission”). It is expected that Admission will become effective and that dealings on the London Stock

Exchange in the LXi Shares will commence at 8.00 a.m. (London time) on 7 July 2022.

No application is currently intended to be made for the Existing LXi Shares or the New LXi Shares to be admitted

to listing or dealing on any other exchange.

LXi REIT plc
(Incorporated in England and Wales with company number 10535081 and registered 

as an investment company under section 833 of the Companies Act 2006)
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No New LXi Shares or any other securities in the Company have been marketed to, nor are available for purchase,

in whole or in part, by the public in the United Kingdom or elsewhere in connection with the admission of the LXi

Shares to the premium listing segment of the Official List and to trading on the premium segment of the Main

Market, save for the SIR Shareholders in connection with the Merger.



Notice of a general meeting of the Company to be held at the offices of Stephenson Harwood LLP, 1 Finsbury

Circus, London, EC2M 7SH  at 10.00 a.m. on 22 June 2022, is set out in Part 11 of this document. The Proposals

described in this document are conditional upon Shareholder approval. Whether or not you propose to attend the

LXi General Meeting, if you would like to vote on the Merger Resolution you may vote:

•         by logging on to www.SignalShares.com and following the instructions;

•         by requesting a hard copy form of proxy directly from the Company’s registrars, Link Group;

•         in the case of CREST members, by utilising the CREST electronic proxy appointment service; or

•         if you are an institutional investor you may be able to appoint a proxy electronically via the Proxymity

platform at www.proxymity.io.

In order for a proxy appointment to be valid, you must ensure that you have recorded proxy details using one

of the methods set out above by 10.00 a.m. on 20 June 2022.

If you are an institutional investor you may be able to appoint a proxy electronically via the Proxymity platform,

a process which has been agreed by the Company and approved by the Registrar. For further information

regarding Proxymity, please go to www.proxymity.io. Your proxy must be lodged by 10.00 a.m. on 20 June 2022

in order to be considered valid. Before you can appoint a proxy via this process you will need to have agreed to

Proxymity’s associated terms and conditions. It is important that you read these carefully as you will be bound

by them and they will govern the electronic appointment of your proxy.

Your attention is drawn to the letter from the Chairman, which is set out in Part 1 (Letter from the
Chairman) on pages 38 to 60 of this document. You should read the entire document but your

attention is also drawn to the section of this document headed “Risk Factors” which sets out certain

risks and other factors that should be considered by Shareholders when deciding on what action to

take in relation to the Proposals.

The Company and each of the Directors and Proposed Directors, whose names appear on page 36 of this

document, accept responsibility for the information contained in this document. To the best of the knowledge of

the Company, the Directors and the Proposed Directors, the information contained in this document is in

accordance with the facts and this document makes no omission likely to affect its import.

Each of Peel Hunt LLP (“Peel Hunt”) and Jefferies International Limited (“Jefferies”), both of which are

authorised and regulated in the United Kingdom by the FCA, is acting exclusively for the Company and for no-one

else and will not regard any other person (whether or not a recipient of this document) as its client in relation

to the Proposals, the proposed Merger or Admission and will not be responsible to anyone other than the

Company for providing the protections afforded to its clients, nor for providing advice in connection with the

Proposals, the proposed Merger or Admission or any other matters referred to in this document.

Apart from the responsibilities and liabilities, if any, which may be imposed upon Peel Hunt or Jefferies by the

FCA or under FSMA, or the regulatory regime established thereunder or under the regulatory regime of any other

jurisdiction where exclusion of liability under the relevant regulatory regime would be illegal, void or

unenforceable, neither Peel Hunt nor Jefferies nor any person affiliated with them, assumes any responsibility

whatsoever and makes no representation or warranty, express or implied, as to the contents of the Prospectus,

including its accuracy, completeness or verification, or for any other statement made or purported to be made

by Peel Hunt, Jefferies, or on their behalf, the Company or any other person in connection with the Company,

the New LXi Shares, or the Proposals, the proposed Merger or Admission and nothing contained in the Prospectus

is or shall be relied upon as a promise or representation in this respect, whether as to the past or future. Neither

Peel Hunt nor Jefferies (together with their respective affiliates) assumes any responsibility for the accuracy,

completeness or verification of the Prospectus and accordingly each of them disclaims, to the fullest extent

permitted by applicable law, any and all liability whether arising in tort, contract or otherwise which it might

otherwise be found to have in respect of the Prospectus or any such statement.

NOTICE TO OVERSEAS SHAREHOLDERS

The release, publication or distribution of this document in jurisdictions other than the United Kingdom and the

ability of SIR Shareholders who are not resident in the United Kingdom to participate in the Merger may be

restricted by laws and/or regulations of those jurisdictions. Persons who are not resident in the United Kingdom

or who are subject to other jurisdictions should inform themselves of, and should observe, any applicable

requirements. Any failure to comply with these requirements may constitute a violation of the securities laws of

any such jurisdiction.

Unless otherwise determined by the Company or required by the Takeover Code, and permitted by applicable law

and regulation, the Merger will not be implemented and documentation relating to the Merger shall not be made

available, directly or indirectly, in, into or from an Excluded Territory where to do so would violate the laws of

that jurisdiction and no person may vote in favour of the Merger by any use, means, instrumentality or form

within an Excluded Territory or any other jurisdiction if to do so would constitute a violation of the laws of that

jurisdiction. Accordingly, copies of this document are not being, and must not be, directly or indirectly, mailed or

otherwise forwarded, distributed or sent in, into or from any Excluded Territory and persons with access to this
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document and any documents relating to the Merger (including custodians, nominees and trustees) must not

mail or otherwise forward, distribute or send them in, into or from any Excluded Territory.

The availability of New LXi Shares under the Merger to SIR Shareholders who are not resident in the UK may be

affected by the laws of the relevant jurisdictions in which they are resident. This document has been prepared

for the purpose of complying with English law and applicable regulations and the information disclosed may not

be the same as that which would have been disclosed if this document had been prepared in accordance with

the laws of jurisdictions outside of England. Overseas Shareholders should inform themselves about and should

observe any applicable legal or regulatory requirements and, in case of doubt, should consult their own legal and

tax advisers with respect to the legal and tax consequences of the Merger in their particular circumstances. It is

the responsibility of all Overseas Shareholders to satisfy themselves as to the full compliance of the laws of the

relevant jurisdiction in connection therewith, including the obtaining of any governmental, exchange control or

other consents which may be required, or the compliance with other necessary formalities which are required to

be observed and the payment of any issue, transfer or other taxes due in such jurisdiction.

This document does not constitute an offer to sell or issue or the solicitation of an offer to buy, acquire or

subscribe for shares in the capital of LXi in any Excluded Territory or to any person to whom it is unlawful to

make such offer or solicitation. None of the securities referred to in this document shall be sold, issued or

transferred in any jurisdiction in contravention of applicable law and/or regulation.

It is the responsibility of each person into whose possession this document comes to satisfy themselves as to

the full observance of the laws and regulations of the relevant jurisdiction in connection with the distribution of

this document, the receipt of the New LXi Shares and the implementation of the Merger and to obtain any

governmental, exchange control or other consents which may be required, comply with other formalities which

are required to be observed and pay any issue, transfer or other taxes due in such jurisdiction. To the fullest

extent permitted by applicable law, the Company, the Directors, the Proposed Directors, Peel Hunt and Jefferies

and all other persons involved in the Merger disclaim any responsibility or liability for the failure to satisfy any

such laws, regulations or requirements by any person.

Further details relevant for SIR Shareholders in overseas jurisdictions are contained in the Scheme Document.

NOTICE TO SIR SHAREHOLDERS IN THE UNITED STATES

US holders of SIR Shares should note that the Merger relates to the shares of an English company and is being

made by means of a scheme of arrangement provided for under English company law. A transaction effected by

means of a scheme of arrangement is not subject to the tender offer rules or the proxy solicitation rules under

the US Exchange Act. Accordingly, the Merger is subject to the disclosure and procedural requirements and

practices applicable in the United Kingdom to schemes of arrangement which differ from the disclosure

requirements of United States tender offer and proxy solicitation rules.

The financial information included in this document (or, if the Merger is implemented by way of a Takeover Offer,

the Offer Document) has been or will have been prepared in accordance with International Financial Reporting

Standards and thus may not be comparable to the financial information of US companies or companies whose

financial statements are prepared in accordance with generally accepted accounting principles in the United

States.

The New LXi Shares to be issued under the Scheme have not been and will not be registered under the US

Securities Act or under any laws or with any securities regulatory authority of any state or other jurisdiction of

the United States and may only be offered or sold in the United States in reliance on an exemption from the

registration requirements of the US Securities Act and applicable US state securities laws. The New LXi Shares

are expected to be issued in reliance upon the exemption from the registration requirements of the US Securities

Act provided by Section 3(a)(10) thereof.

For the purposes of qualifying for the exemption from the registration requirements of the US Securities Act

afforded by Section 3(a)(10) thereunder, SIR will advise the Court that its sanctioning of the Scheme will be

relied on by LXi as an approval of the Scheme following a hearing on the fairness of the terms and conditions of

the Scheme to SIR Shareholders, at which Court hearing all SIR Shareholders are entitled to attend in person or

through counsel to support or oppose the sanctioning of the Scheme and with respect to which notification has

been given to all such holders.

None of the securities referred to in this document have been approved or disapproved by the United States

Securities and Exchange Commission or any US state securities commission, nor have any such authorities

passed judgment upon the fairness or the merits of the Merger or determined if this document is accurate or

complete. Any representation to the contrary is a criminal offence in the United States.

However, if, in the future, LXi exercises the right to implement the Merger by way of a Takeover Offer and

determines to extend the offer into the United States, the Takeover Offer will be made in compliance with

applicable United States tender offer and securities laws and regulations and the requirements of US state

securities laws, in each case, to the extent any exemptions thereunder are not applicable.
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Under US federal securities laws, a SIR Shareholder who is an “affiliate” of LXi within 90 days prior to, or at any

time following, the date upon which the Court Order is filed at U.K. Companies House will be subject to certain

US transfer restrictions relating to the New LXi Shares received in connection with the Merger pursuant to a

scheme of arrangement under the laws of England and Wales. The New LXI Shares held by such affiliates may

not be sold without registration under the Securities Act, except pursuant to the applicable resale provisions of

Rule 144 under the Securities Act or another available exemption from the registration requirements of the

Securities Act, including transactions conducted pursuant to Regulation S under the Securities Act. Whether a

person is an “affiliate” of a company for such purposes depends upon the circumstances, but affiliates of a

company can include certain officers, directors and significant shareholders. A person who believes that he or

she may be an affiliate of LXi should consult his, her or its own legal advisers prior to any sale of any New LXi

Shares.

A US holder of SIR Shares should be aware that the transactions contemplated herein may have tax

consequences for US federal income tax purposes and under applicable US state and local, as well as foreign and

other, tax laws. Each SIR Shareholder is therefore urged to consult with legal, tax and financial advisers in

connection with making a decision regarding the Merger.

It may be difficult for US holders of SIR Shares to enforce their rights and any claims arising out of US federal

laws, since each of LXi and SIR are located in a non-US jurisdiction, and some or all of their officers and directors

may be residents of a non-US jurisdiction. US holders of SIR Shares may not be able to sue a non-US company

or its officers or directors in a non-US court for violations of US securities laws. Further, it may be difficult to

compel a non-US company and its affiliates to subject themselves to a US court’s judgement.

To the extent permitted by applicable law, in accordance with normal UK practice, LXi, certain affiliated

companies and their nominees or brokers (acting as agents), may from time to time make certain purchases of,

or arrangements to purchase, SIR Shares outside of the US, other than pursuant to the Merger, until the date

on which the Merger and/or Scheme becomes Effective, lapses or is otherwise withdrawn. If such purchases or

arrangements to purchase were to be made they would occur either in the open market at prevailing prices or

in private transactions at negotiated prices and comply with applicable law, including the US Exchange Act. Any

information about such purchases will be disclosed as required in the UK, will be reported to the Regulatory News

Service of the London Stock Exchange and will be available on the London Stock Exchange website at

www.LondonStockExchange.com.

NOTICE TO SIR SHAREHOLDERS IN SWITZERLAND

Neither this document nor any other offering or marketing material relating to the securities of SIR and of LXi

may be publicly distributed or otherwise made publicly available in Switzerland. Therefore, this document is

provided to you personally as a shareholder SIR; it may not be passed on to any third party except to your

advisors. By accepting delivery of this document, you undertake to abide by these restrictions.

This document is provided to you for information purposes only. It therefore represents neither an offer in the

legal sense nor an invitation or recommendation to buy or sell financial instruments as understood by the Swiss

Financial Services Act (“FINSA”). In particular, this document does neither constitute a prospectus within the

meaning of Art. 35 et seq. FINSA nor a key information document within the meaning of Art. 58 et seq. FINSA.

Further, no application has or will be made to admit the securities of LXi and/or of SIR to trading on any trading

venue (exchange or multilateral trading facility) in Switzerland.

Copies of this document will be available on the Company’s website www.LXiREIT.com and the National Storage

Mechanism of the FCA at https://data.fca.org.uk/#/nsm/nationalstoragemechanism.

Dated: 1 June 2022
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                                               Summary                                              

1. Introduction and warnings

a. Name and ISIN of securities

The ISIN of the LXi Shares is GB00BYQ46T41. The SEDOL of the LXi Shares is BYQ46T4. The ticker for the LXi Shares

is LXI.

b. Identity and contact details of the issuer

Name: LXi REIT plc (incorporated in England and Wales with registered number 10535081)

Registered Office: 6th Floor, 125 London Wall, London, EC2Y 5AS

Tel: +44 (0) 20 3327 9720

Legal Entity Identifier (LEI): 2138008YZGXOKAXQVI45

c. Identity and contact details of the authority approving the prospectus

Name: Financial Conduct Authority

Address: 12 Endeavour Square, London, E20 1JN, United Kingdom

Tel: +44 (0) 20 7066 1000

d. Date of approval of the prospectus

1 June 2022

e. Warnings

This summary should be read as an introduction to the Prospectus. Any decision to invest in the LXi Shares should be

based on a consideration of the Prospectus as a whole by the prospective investor. The investor could lose all or part

of the invested capital. Civil liability attaches only to those persons who have tabled the summary including any

translation thereof, but only where the summary is misleading, inaccurate or inconsistent, when read together with the

other parts of the Prospectus, or where it does not provide, when read together with the other parts of the Prospectus,

key information in order to aid investors when considering whether to invest in the LXi Shares.

2. Key information on the issuer

a. Who is the issuer of the securities?

i. Domicile and legal form, LEI, applicable legislation and country of incorporation

The Company is a public limited company, registered and incorporated in England and Wales under the Companies Act

2006 (the “Companies Act”) on 21 December 2016 with registered number 10535081. The Company’s LEI is

2138008YZGXOKAXQVI45. The Company is registered as an investment company under section 833 of the Companies

Act and conducts its affairs so as to enable it to continue to qualify as a REIT for the purposes of Part 12 of the

Corporation Tax Act 2010 (and the regulations made thereunder).

ii. Principal activities

The principal activity of the Company is to invest in a diversified portfolio of UK property in accordance with its

investment policy and with a view to achieving its investment objective.

iii. Investment objective

The investment objective of the Company is to deliver inflation-protected income and capital growth over the

medium-term for Shareholders through investing in a diversified portfolio of UK property that benefits from long-term

index-linked leases with institutional-grade tenants.

iv. Major Shareholders

So far as is known to the Company, as at the Latest Practicable Date, each of the following persons held, directly or

indirectly, a percentage of the Company’s voting rights that is notifiable pursuant to the Disclosure Guidance and

Transparency Rules. The table below sets out: (i) the number of Existing LXi Shares held by each such person at the

Latest Practicable Date; (ii) the percentage of ordinary share capital that holding represents at the Latest Practicable

Date; and (iii) the percentage of the Enlarged Share Capital that holding is expected to represent immediately following

completion of the Merger:

                                                                                                                                                     % of

                                                                                                              Number of                 existing                      % of

                                                                                                            Existing LXi                ordinary               Enlarged

Name                                                                                       Shares held        share capital      Share Capital*

Ameriprise Financial Inc.**                                                         45,484,246                        5.0                        2.3

* Assuming that the interest of the relevant Shareholder as at the Latest Practicable Date does not change, the maximum number of

New LXi Shares (being 1,074,817,168) are issued pursuant to the Merger and not taking into account any holdings of SIR Shares.

** Includes 901,400 LXi Shares held via CFD position.

As at the Latest Practicable Date, the Company and the Directors are not aware of any other person who, directly or

indirectly, jointly or severally, exercises or could exercise control over the Company. All Shareholders have the same

voting rights in respect of the share capital of the Company.

v. Directors

Cyrus Ardalan (Chairman), Hugh Seaborn CVO, Jan Etherden, John Cartwright, Patricia Dimond and Ismat Levin.

Proposed Directors

Nick Leslau and Sandy Gumm.
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vi. Statutory auditor

BDO LLP of 55 Baker Street, London, W1U 7EU, United Kingdom.

b. What is the key financial information regarding the issuer?

Investors should read the whole of this document and not rely solely on the summarised financial information set out

in this section.

Table 1: Additional information relevant to closed end funds

                                                                              Adjusted

                                       Total                                      EPRA

                                Adjusted              No. of         NTA per

Share Class           EPRA NTA1            shares2    LXi Share1,2      Historical performance of the Company1

Ordinary             £1,307 million     911,569,741            143.4p     

1 Unaudited estimated and adjusted EPRA NTA calculated as at 31 March 2022 on the basis of an external valuation of the LXi Portfolio

as at that date and adjusted for the effect of completion of certain asset acquisitions that had exchanged conditionally prior to

31 March 2022 and completed in April 2022.

2 As at 31 May 2022, being the Latest Practicable Date before the publication of this Prospectus.

Table 2: Income statement for closed end funds

                                                                                                        Financial year              Half-year              Half-year

                                                                                                                     ended                    ended                    ended

                                                                                                                31 March       30 September       30 September

                                                                                                                       2021                     2021                     2020

                                                                                                                 (audited)          (unaudited)          (unaudited)

                                                                                                                         (£m)                     (£m)                     (£m)

Consolidated Statement of Comprehensive Income

Rental income                                                                                    42.8                      25.4                      20.3

Administrative and other expenses                                                         (5.9)                      (4.4)                      (2.7)

Operating profit before change in fair value and gain

on disposal of investment property                                               36.9                      21.0                      17.6

Change in fair value of investment property                                             0.1                      55.5                     (18.9)

(Loss)/gain on disposal of investment property                                         6.3                           –                       (0.1)

Change in fair value of financial instruments                                               –                        0.1                           –

Operating profit/(loss)                                                                     43.3                      76.6                       (1.4)

Gain on refinancing                                                                                1.9                           –                           –

Finance income                                                                                         –                           –                           –

Finance costs                                                                                        (5.3)                      (3.0)                      (2.6)

Profit/(loss) before tax                                                                     39.9                      73.6                       (4.0)

Taxation                                                                                                   –                        0.7                           –

Profit/(loss) and total comprehensive income

attributable to shareholders                                                             39.9                      74.3                       (4.0)

Earnings per share – basic and diluted                                             7.6p                     11.3p                     (0.8)p

Adjusted earnings per share – basic and diluted                              7.5p                      3.5p                        3.3p

Total NAV return for the period                                                       5.6%                     9.0%                    -0.6%

Table 3: Balance sheet for closed end funds

                                                                                                           As at                     As at                     As at

                                                                                                    31 March       30 September       30 September

                                                                                                           2021                     2021                     2020

                                                                                                      (audited)          (unaudited)          (unaudited)

                                                                                                             (£m)                     (£m)                     (£m)

Consolidated Statement of Financial Position

Non-current assets:

Investment property                                                                           887.5                  1,171.4                     822.3

Trade and other receivables                                                                    0.4                           –                        1.2
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total non-current assets                                                                      887.9                  1,171.4                     823.5
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Current assets:

Trade and other receivables                                                                   13.7                      10.0                      10.9

Assets held for sale                                                                                   –                      20.7                           –

Deferred acquisition costs                                                                       1.4                        0.4                        0.3

Financial instruments                                                                                 –                        0.1                           –

Restricted cash                                                                                         –                        4.0                        9.7

Cash and cash equivalents                                                                    87.1                      20.6                      20.7
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total current assets                                                                            102.2                      55.8                      41.6
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total assets                                                                                      990.1                  1,227.2                     865.1

                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Since the LXi Shares were first admitted to trading on

the Main Market on 27 February 2017, the LXi

Shares, assuming dividends reinvested, have

delivered a total shareholder return of 85.67 per

cent., comprising growth in the market price of LXi

Shares and dividends paid to Shareholders up to the

Latest Practicable Date. The LXi Group has delivered

an average annual total NAV return to 31 March 2022

of 11.1 per cent. per annum, comprising

compounded annual NAV growth and dividends paid

to Shareholders.
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                                                                                                           As at                     As at                     As at

                                                                                                    31 March       30 September       30 September

                                                                                                           2021                     2021                     2020

                                                                                                      (audited)          (unaudited)          (unaudited)

                                                                                                             (£m)                     (£m)                     (£m)

Current liabilities:

Trade and other payables                                                                      18.3                      23.2                      23.4
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total current liabilities                                                                           18.3                      23.2                      23.4
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Non-current liabilities:

Bank borrowings                                                                                 186.6                     243.5                     208.4

Leasehold liabilities                                                                                 3.8                      12.0                        3.5
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total non-current liabilities                                                                  190.4                     255.5                     211.9
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total liabilities                                                                                 208.7                     278.7                     235.3

                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Net assets                                                                                        781.4                     948.5                     629.8

                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Equity:

Share capital                                                                                          6.2                        7.0                        5.2

Share premium reserve                                                                       544.5                     645.5                     423.2

Capital reduction reserve                                                                      62.1                      53.1                      76.7

Retained earnings                                                                               168.6                     242.9                     124.7
                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Total equity                                                                                      781.4                     948.5                     629.8

                                                                                                                                  ––––––––––––––             ––––––––––––––             ––––––––––––––

Net Asset Value per share – basic and diluted                              125.7p                   135.5p                   120.8p

EPRA NTA per share                                                                       125.7p                   135.5p                   120.8p

c. What are the key risks that are specific to the issuer?

• There can be no guarantee that the Company will achieve its investment objective or its return objectives, that

any dividends will be paid in respect of any financial year or period or that investors will get back the full value of

their investment.

• Prior to the LXi Group entering into an agreement to acquire a property, the Investment Advisor, on behalf of the

LXi Group, performs due diligence on the property concerned. In doing so it typically relies on third parties to

conduct a significant portion of this due diligence. There can be no assurance that any due diligence examinations

carried out by the Investment Advisor or any third party in connection with any asset the LXi Group may acquire

will reveal all of the risks associated with that asset, or the full extent of such risks. In addition, there can be no

assurance that any due diligence examinations carried out previously in respect of the LXi Group’s existing assets

(and those assets that the LXi Group will acquire pursuant to the Merger) have revealed all of the risks associated

with that asset, or the full extent of such risks. To the extent that such due diligence examinations underestimate

or fail (or have underestimated or failed) to identify risks and liabilities (including any environmental liabilities)

associated with the property in question, this may have a material adverse effect on the Company’s profitability,

the NAV and the price of the LXi Shares.

• The LXi Group uses borrowings to seek to enhance equity returns and to enable the Company to pursue its

investment objective and, following the Merger, the Combined Group will continue to seek to do so, which exposes

the Company to a variety of risks associated with borrowing. Whilst the use of borrowings should enhance the NAV

per LXi Share where the value of the LXi Group’s investments is rising, it will have the opposite effect where the

value of the LXi Group’s investments is falling.

• The ongoing COVID-19 pandemic has had an effect on the returns of the LXi Group and the SIR Group, and in

particular dividends paid (as a result of lower rent collections and rent concessions). The long-term impacts of the

pandemic are unknown. There is no assurance that the pandemic will not have a material adverse impact on the

future results of the Group, in particular by increasing the risk of tenant default, which could restrict the Company’s

ability to pay dividends.

• Although the LXi Group and the SIR Group will aim to maintain a portfolio diversified by sector and tenant, all of

the LXi Group’s assets are, and following the Merger a majority of the Combined Group’s assets will be, invested

in UK property. In addition, there are no limits on the percentage of the Company’s gross assets which may be

invested in any one sector, save that the Company must be invested in a minimum of two sectors at all times.

Greater concentration of investments in any one country or sector, or exposure to the creditworthiness of any one

tenant, may mean that the Company’s performance is significantly affected by events outside its control that

impact that country, sector or tenant.

• Property and property related assets are inherently difficult to value due to the individual nature of each property

and property valuation is inherently subjective and uncertain. As a result, valuations are subject to uncertainty

and there can be no assurance that the estimates resulting from the valuation process will reflect actual sales

prices that could be realised by the Company in the future. The Administrator will rely on property valuations in

calculating the NAV.

• Dividends payable by the Company will be dependent on the income from the properties it owns. Failure by tenants

to comply with their rental obligations could affect the ability of the Company to pay dividends to Shareholders.

• The LXi Group and the SIR Group invest in property assets and, following the Merger, the Combined Group will

continue to invest in property assets. Such investments are relatively illiquid (in comparison to other types of

investments, such as bonds and securities, which have daily liquidity). Such liquidity may affect the Group’s ability

to adjust, dispose of or liquidate any or all of its portfolio in a timely fashion and at satisfactory prices in response

to changes in economic, property market or other conditions.

• All of the LXi Group’s assets are invested in UK property and, immediately following the Merger, the majority of

the Combined Group’s assets will continue to be invested in UK property, with approximately 4 per cent. by value

invested in two co-located German properties. Accordingly, the Company’s performance will be subject to, among

other things, the conditions of the property markets in the UK and, following the Merger, Germany, which will affect

both the value of any assets that the Group owns and the income these assets produce. Any property market
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downturn or future deterioration in the property market could, inter alia: (i) make it harder for the Group to attract

new tenants for its properties, (ii) lead to tenant defaults; (iii) lead to a lack of finance available to the Group; (iv)

cause the Group to realise its investments at lower valuations; or (v) delay the timings of the Group’s realisations.

Any of the foregoing could have a material adverse effect on the ability of the Company to achieve its investment

objective.

• The Company may purchase already built property assets or, in some circumstances, forward fund property assets

that are in construction. Forward funded projects are subject to the hazards and risks normally associated with

the construction and development of commercial real estate. To the extent that risks are not assumed by the

developer, the occurrence of any of these events could result in increased operating costs, fines and legal fees and

potentially in reputational damage or criminal prosecution of the Company, and its directors or management, all

of which could have an adverse effect on the Company’s business, financial condition, results of operations, future

prospects or the price of the LXi Shares.

• Completion of the Merger is subject to the Conditions being satisfied (or, if permitted, waived). There is no

guarantee that the Conditions will be satisfied in the necessary time frame (or waived, if applicable) and the

Merger may, therefore, be delayed or not complete. Delay in completing the Merger will prolong the period of

uncertainty for the LXi Group and the SIR Group and both delay and failure to complete may result in the accrual

of additional costs to their businesses without any of the potential benefits of the Merger having been achieved.

The aggregate consequences of a material delay in completing, or failure to complete, the Merger may have a

material adverse effect on the business, results of operations and financial condition of the LXi Group, the SIR

Group and, in the case of a delay only, the Combined Group.

• A change in the Group’s tax status or in taxation legislation in the UK (or, following the Merger, Germany) could

adversely affect the Group’s profits and portfolio value and/or returns to Shareholders. In particular, the Group

cannot guarantee that it will remain qualified as a REIT. If the Group fails to remain qualified as a REIT, the

Company will be subject to UK corporation tax on some or all of its property rental income and chargeable gains

on the sale of properties, which would reduce the amounts available to distribute to Shareholders.

3. Key information on the securities

a. What are the main features of the securities?

i. Type, class and ISIN of the securities being admitted to trading on a regulated market

The securities being issued by the Company are ordinary shares of £0.01 each. The ISIN of the LXi Shares is

GB00BYQ46T41.

ii. Currency, denomination, par value, number of securities issued and term of the securities

The LXi Shares are denominated in pounds sterling and have nominal value £0.01 each. The LXi Shares have no fixed

term.

Subject to the Merger becoming effective, up to 1,074,817,168 New LXi Shares will be issued.

iii. Rights attached to the securities

Holders of the LXi Shares are entitled to receive, and to participate in, any dividends declared in relation to the LXi

Shares. The LXi Shares carry the right to receive notice of, attend and vote at general meetings of the Company. On a

winding-up or a return of capital by the Company, the net assets of the Company shall be divided pro rata among the

holders of the LXi Shares after taking into account any net assets attributable to C Shares (if any) in issue. There are

no C Shares in issue as at the date of the Prospectus and the Company does not have the ability to issue C Shares

under this Prospectus.

The consent of the holders of the LXi Shares will be required for the variation of any rights attached to the LXi Shares.

The LXi Shares are not redeemable.

iv. Relative seniority of the securities in the event of insolvency

On a winding-up or a return of capital by the Company, the net assets of the Company shall be divided pro rata among

the holders of the LXi Shares after taking into account any net assets attributable to C Shares (if any) in issue. There

are no C Shares in issue as at the date of the Prospectus and the Company does not have the ability to issue C Shares

under this Prospectus.

v. Restrictions on free transferability of the securities

There are no restrictions on the free transferability of the LXi Shares, subject to compliance with applicable securities

laws and the restrictions on transfer contained in the Company’s Articles.

Under the Articles, the Directors may refuse to register the transfer of a share in certificated form which is not fully

paid, or a share in uncertificated form where it is entitled to refuse to register the transfer under the CREST Regulations,

provided that such refusal does not prevent dealings in the shares from taking place on an open and proper basis.

The Directors may also refuse to register a transfer of a share in certificated form unless the instrument of transfer:

(i) is lodged, duly stamped, at the registered office of the Company or such other place as the Directors may appoint

and is accompanied by the certificate for the share to which it relates and such other evidence as the Directors

may reasonably require to show the right of the transferor to make the transfer;

(ii) is in respect of only one class of share; and

(iii) is not in favour of more than four transferees.

There are also certain limited circumstances in which the Board may, under the Articles and subject to certain

conditions, compulsorily require the transfer of shares.

vi. Dividend policy

The Company aims to provide its Shareholders with secure and growing income, fully covered by the Company’s

adjusted earnings, along with capital growth over the medium-term. The Company seeks to pay dividends on a

quarterly basis in cash, by way of four equal dividends.

On 10 January 2022, the Company announced an annual dividend target for the financial year ending 31 March 2023

of 6.3 pence per LXi Share in aggregate, paid on a quarterly basis in cash, by way of four equal dividends.
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For the financial year ended 31 March 2022, the Company has a dividend target of 6 pence per LXi Share in aggregate.

The Company has paid three quarterly dividends of 1.5 pence per LXi Share to date, in respect of the quarters ended

30 June 2021, 30 September 2021 and 31 December 2021. On 19 May 2022, in line with its stated dividend target,

the Company announced an interim dividend of 1.5 pence per LXi Share in respect of the quarter ended 31 March 2022,

payable on 24 June 2022 to LXi Shareholders on the register at 27 May 2022 (the “LXi Q4 Dividend”).

The LXi Q4 Dividend has a record date prior to the issue of New LXi Shares pursuant to the Merger and, accordingly,

SIR Shareholders who acquire New LXi Shares pursuant to the Merger will not be entitled to receive the LXi Q4 Dividend

in respect of those shares.

In order to comply with REIT status the Company is required to meet a minimum distribution test for each year that it

is a REIT. This minimum distribution test requires the Company to distribute 90 per cent. of the income profits of the

Property Rental Business for each accounting period, as adjusted for tax purposes.

The Company is targeting a total NAV return of a minimum of 8 per cent. per annum over the medium-term.

The target dividends and total NAV return stated above are guidance levels or targets only and not a profit forecast

and there can be no assurance that they will be met.

b. Where will the securities be traded?

As the Merger constitutes a reverse takeover under the Listing Rules, upon completion of the Merger, the admission of

the LXi Shares in issue immediately prior to completion of the Merger to the premium listing segment of the Official

List and to trading on the premium segment of the Main Market will be cancelled. Applications will be made to the FCA

and to the London Stock Exchange, respectively, for (i) those LXi Shares subject to Cancellation to be simultaneously

re-admitted to the premium listing segment of the Official List and to trading on the premium segment of the Main

Market; and (ii) the New LXi Shares issued pursuant to the Merger to be admitted to the premium listing segment of

the Official List and to trading on the premium segment of the Main Market.

c. What are the key risks that are specific to the securities?

• The market price of the LXi Shares, like shares in all investment companies, may fluctuate independently of their

underlying net asset value and may trade at a discount or premium at different times. While the Directors may

seek to mitigate any discount to NAV per LXi Share (or EPRA NTA per LXi Share) through such discount

management mechanisms as they consider appropriate, there can be no guarantee that they will do so or that

such mechanisms will be successful.

• Shareholders do not have a right for their LXi Shares to be redeemed and the Company does not have a fixed

winding-up date. While the Directors retain the right to effect repurchases of LXi Shares, they are under no

obligation to use such powers or to do so at any time and Shareholders should not place any reliance on the

willingness of the Directors so to act. Shareholders wishing to realise their investment in the Company may

therefore be required to dispose of their LXi Shares in the market. There can be no guarantee that a liquid market

in the LXi Shares will be maintained or that the LXi Shares will trade at prices close to their underlying NAV.

Accordingly, Shareholders may be unable to realise their investment at such NAV or at all.

• The unavoidable effect of the Merger becoming Effective will be a reduction in the proportionate ownership and

voting interests in the Company of existing LXi Shareholders (except to the extent that they are also SIR

Shareholders). Assuming that the maximum number of New LXi Shares are issued to SIR Shareholders, each LXi

Shareholder will suffer a maximum dilution of approximately 54 per cent. to their ownership and voting interests

in the Company. In addition, following the Merger, the Company may issue further LXi Shares. The Company

currently has authority to issue up to 26,466,899 LXi Shares on a non-pre-emptive basis following the Merger. Any

further issues of LXi Shares will be dilutive to the ownership and voting interests of those Shareholders who

cannot, or choose not to, participate in such issues.

4. Key information on the admission to trading on a regulated market

a. Under which conditions and timetable can I invest in this security?

i. General terms and conditions

Under the terms of the Merger (which is subject to the conditions set out in the Scheme Document), for each SIR Share,

SIR Shareholders will be entitled to receive:

3.32 New LXi Shares

The Exchange Ratio is based on the Adjusted EPRA NTA per LXi Share as at 31 March 2022 of 143.4 pence (unaudited)

and the Adjusted EPRA NTA per SIR Share as at 31 March 2022 of 475.5 pence (unaudited).

On the basis of the Closing Price per LXi Share of 142.2 pence on 10 May 2022 (being the last Business Day prior to

the commencement of the Offer Period), the Merger values the entire issued ordinary share capital of SIR at

approximately £1.5 billion.

A Partial Cash Alternative will be made available under which SIR Shareholders can elect to receive cash instead of

some or potentially all of the New LXi Shares to which they would otherwise be entitled under the Merger. The maximum

aggregate amount of cash available under the Partial Cash Alternative will not exceed £385 million, representing

25 per cent. of the total value of the consideration offered to SIR Shareholders under the terms of the Merger. SIR

Shareholders who validly elect to receive the Partial Cash Alternative for up to a basic entitlement of 118.880 pence in

cash per SIR Share sold pursuant to the Merger will receive the full amount of cash for which they have elected (and

a matching reduction in the proportion of New LXi Shares receivable). SIR Shareholders who elect to receive the basic

entitlement of 118.880 pence in cash per SIR Share will also receive 2.488 New LXi Shares for each SIR Share. SIR

Shareholders may elect to receive cash consideration less than or in excess of their basic entitlement, in which case

the number of New LXi Shares they receive will be adjusted accordingly. Elections to receive cash in excess of this basic

entitlement may be scaled back, depending on the overall level of take-up of the Partial Cash Alternative. The Partial

Cash Alternative will be funded from the Acquisition Facility.

LXi and SIR have agreed that SIR Shareholders will be entitled to receive and retain the quarterly dividend of 3.95

pence per SIR Share that was declared on 21 April 2022 and is expected to be paid by SIR on 7 June 2022 in respect

of the quarter ended 31 March 2022 (the “SIR Q1 Dividend”) and that LXi Shareholders will be entitled to receive and
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retain the quarterly dividend of 1.5 pence per LXi Share declared by LXi on 19 May 2022 and expected to be paid by

LXi on 24 June 2022 in respect of the quarter ended 31 March 2022 (the “LXi Q4 Dividend”).

It is currently expected that the Merger will become Effective in July 2022. However, if the timetable for the Merger is

delayed such that the Merger will become Effective after that date, LXi and SIR have agreed that SIR Shareholders will

be entitled to receive and retain the quarterly dividend expected to be declared by SIR in respect of the quarter ended

30 June 2022 (the “SIR Q2 Dividend”) and LXi will accelerate the declaration and ex-dividend date for the quarterly

dividend expected to be declared by LXi in respect of the quarter ended 30 June 2022 (the “LXi Q1 Dividend”) such

that it aligns with the timetable for the declaration and ex-dividend date of the SIR Q2 Dividend and LXi Shareholders

will be entitled to receive and retain the LXi Q1 Dividend.

LXi shall adjust the Exchange Ratio in the event that: (a) either LXi or SIR announces, declares, makes or pays any

one or more dividends or other distributions prior to the Merger becoming Effective that is, in aggregate, in excess of

(i) 1.50 pence per LXi Share in respect of the LXi Q4 Dividend and, if the ex-dividend date falls prior to the Merger

becoming Effective, 1.575 pence in respect of the LXi Q1 Dividend; or (ii) 3.95 pence per SIR Share in respect of the

SIR Q1 Dividend and, if the ex-dividend date falls prior to the Merger becoming Effective, 4.54 pence in respect of

the SIR Q2 Dividend (the amount of such excess in each case being the “Excess”), in which event the adjustment to

the Exchange Ratio shall be to take account of the Excess; and/or (b) at the time of completion of the Merger, either

LXi or SIR has announced, declared, made or paid the LXi Q1 Dividend or the SIR Q2 Dividend, respectively, but the

other has not announced, declared, made or paid its corresponding dividend (a “Dividend Discrepancy”), in which

case the adjustment to the Exchange Ratio shall be to take account of the Dividend Discrepancy. Where the Excess

and/or Dividend Discrepancy has arisen as a result of the making or payment of a dividend or other distribution by SIR,

such dividend or distribution shall be a “Non-Permitted SIR Dividend”. Where the Excess and/or Dividend

Discrepancy has arisen as a result of the making or payment of a dividend or other distribution by LXi, such dividend

or distribution shall be a “Non-Permitted LXi Dividend”.

Any adjustment to the Exchange Ratio shall be the subject of an announcement and, for the avoidance of doubt, shall

not be regarded as constituting any revision or variation of the terms of the Scheme or the Merger. In such

circumstances, SIR Shareholders (as applicable) would be entitled to receive and retain such Non-Permitted SIR

Dividend and/or LXi Shareholders (as applicable) would be entitled to receive and retain such Non-Permitted LXi

Dividend.

The New LXi Shares will be issued credited as fully paid and will rank pari passu in all respects with the Existing LXi

Shares, including the right to receive all dividends and other distributions (if any) declared, paid or made by LXi by

reference to a record date falling after the Effective Date.

ii. Expected Timetable

2022

Announcement of the proposed Merger 11 May

Publication of this document and the Scheme Document 1 June

Latest time and date for receipt of proxy appointments for the LXi

General Meeting 10.00 a.m. on 20 June

Latest time for lodging forms of proxy for the SIR Court Meeting 10.00 a.m. on 20 June

Latest time for lodging forms of proxy for the SIR General Meeting 10.15 a.m. on 20 June

Voting Record Time for the SIR Court Meeting and the SIR General Meeting 6.00 p.m. on 20 June

Voting record time for the LXi General Meeting close of business on 20 June

LXi General Meeting 10.00 a.m. on 22 June

SIR Court Meeting 10.00 a.m. on 22 June

SIR General Meeting 10.15 a.m. on 22 June

Latest time for Scheme Shareholders to return forms of election in relation to

the Partial Cash Alternative 1.00 p.m. on 1 July

Scheme Sanction Hearing 4 July

Last day of dealings in, and for registration of transfers of, SIR Shares 5 July

Suspension of listing of, and dealings in, SIR Shares 5.00 p.m. on 5 July

Scheme Record Time 6.00 p.m. on 5 July

Effective Date of the Merger 6 July

New LXi Shares issued to SIR Shareholders by 8.00 a.m. on 7 July

Cancellation of the admission of the LXi Shares to the premium listing segment of

the Official List and to trading on the premium segment of the Main Market 8.00 a.m. on 7 July

Admission and commencement of dealings in LXi Shares 8.00 a.m. on 7 July

Cancellation of admission to trading on AIM of SIR Shares 8.00 a.m. on 7 July

CREST accounts of SIR Shareholders credited with New LXi Shares on or after 8.00 am on 7 July 

but no later than 20 July

Despatch of share certificates for New LXi Shares and despatch of cheques, or 

settlement through CREST, for the cash consideration pursuant to the Partial 

Cash Alternative by 20 July

Long Stop Date 26 September

iii. Details of admission to trading on a regulated market

As the Merger constitutes a reverse takeover under the Listing Rules, upon completion of the Merger, the admission of

the LXi Shares in issue immediately prior to completion of the Merger to the premium listing segment of the Official

List and to trading on the premium segment of the Main Market will be cancelled. Applications will be made to the FCA

and to the London Stock Exchange, respectively, for (i) those LXi Shares subject to Cancellation to be simultaneously

re-admitted to the premium listing segment of the Official List and to trading on the premium segment of the Main

Market; and (ii) the New LXi Shares issued pursuant to the Merger to be admitted to the premium listing segment of

the Official List and to trading on the premium segment of the Main Market. It is expected that Admission will become

effective and that dealings on the London Stock Exchange in the LXi Shares will commence at 8.00 a.m. (London time)

at 8.00 a.m. (London time) on 7 July 2022.
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iv. Plan for distribution

Under the terms of the Merger, SIR Shareholders will be entitled to receive 3.32 New LXi Shares for each SIR Share.

If elections for the Partial Cash Alternative are such that £385 million (being the maximum aggregate amount of the

Partial Cash Alternative) is paid to SIR Shareholders, LXi would issue approximately 806,112,876 New LXi Shares

pursuant to the Merger. If no elections are made for the Partial Cash Alternative, LXi would issue approximately

1,074,817,168 New LXi Shares pursuant to the Merger.

v. Amount and percentage of immediate dilution resulting from the issue

Subject to the Merger becoming effective, up to 1,074,817,168 New LXi Shares will be issued. This will result in the

Company’s issued share capital increasing by approximately 118 per cent. If the Merger becomes effective, LXi

Shareholders, who are not also shareholders in SIR, will suffer an immediate dilution as a result of the Merger.

Assuming that the maximum number of New LXi Shares are issued to SIR Shareholders, each LXi Shareholder will

suffer a maximum dilution of approximately 54 per cent. to their ownership and voting interests in the Company and

the New LXi Shares will represent approximately 54 per cent. of the Enlarged Share Capital.

vi. Estimate of the total expenses of the issue

The total costs and expenses of, and incidental to, the Merger and Admission payable by the Company, are estimated

to amount to approximately £13.9 – 15.8 million (including any irrecoverable VAT).

vii. Estimated expenses charged to the investor

There are no commissions, fees or expenses to be charged to investors by the Company.

d. Why is this prospectus being produced?

i. Reasons for the issue

The proposed issue and Admission of LXi Shares to which this Prospectus relates is being made in connection with the

proposed recommended offer by the Company for the entire issued ordinary share capital of SIR.

The LXi Board and the SIR Board believe there is a strong strategic, operational and financial rationale for the Merger

and that the Combined Group will benefit from enhanced scale, immediate accretion to cash earnings per share

(creating the potential for delivering higher dividends, through unlocking material cost savings and efficiencies), better

access to acquisition and asset management opportunities, lower cost of capital, cost savings and the potential for

increased share trading liquidity. In summary:

• Upon completion of the Merger, the Combined Group will be a top 10 UK listed REIT by EPRA NTA and the UK’s

leading sector-diversified, long income REIT. The significantly increased scale of the Combined Group is expected

to enhance its ability to source investment opportunities across a wider range of asset types and sectors including

larger scale single assets, portfolio sale and leasebacks and forward funded transactions.

• The Combined Group’s increased prominence in the sector, combined with its attractive investment proposition and

opportunity for improved shareholder returns, is expected to drive greater investor interest in the Combined Group

and create further value for both sets of existing shareholders.

• LXi and SIR have complementary portfolios focused on properties across a diverse variety of real estate sectors

with very long weighted average unexpired lease terms.

• The Merger is expected to be immediately accretive to cash earnings per share, creating the potential for delivering

higher covered dividends and increased dividend growth, through unlocking material cost savings and efficiencies.

• Cost savings of approximately £8.6 million per annum, of which the vast majority at £7.5 million are expected to

be effective immediately on completion of the Merger. Benefitting from the reduction in investment advisory fees

and other cost savings and efficiencies, the Combined Group is expected to have one of the lowest Total Expense

Ratios in the UK listed real estate sector.

• The LXi Investment Advisor will act as sole investment advisor to the Combined Group and is expected to benefit

from an enhanced investment advisory team, with broader reach and deeper resources across acquisition sourcing,

asset management, finance and corporate governance functions.

• The Combined Group will also benefit from the retention of the extensive experience and expertise of key senior

Prestbury personnel, with Nick Leslau and Sandy Gumm joining the LXi Board as non-executive directors.

• Upon completion of the Merger, the LXi Board will also enhance its risk, control and governance framework

following the significant scaling up of the business with the establishment of a new Property Investment

Committee. The Property Investment Committee will comprise at least three non-executive directors, to include

John Cartwright, Nick Leslau and Hugh Seaborn, drawing on their extensive experience and expertise to evaluate

real estate strategy and make recommendations to the LXi Board in relation to proposed property transactions that

exceed certain thresholds.

• Following the Merger, LXi will have a strong balance sheet, with an estimated adjusted LTV of approximately

37 per cent. (assuming that the Partial Cash Alternative is fully taken up in aggregate) and a new maximum

gearing threshold of 40 per cent. LTV. The anticipated strong balance sheet and conservative medium term LTV

target of 30 per cent. is expected to provide the Combined Group with a range of attractive refinancing

opportunities, facilitating access to new longer-dated and cheaper forms of debt funding in the short to medium

term, offering further earnings growth potential, while enhancing returns with appropriate structured debt.

• The Merger is expected to result in a broadening of the Combined Group’s shareholder base and SIR Shareholders

should benefit from the potential for increased liquidity in the secondary market as a result of the Combined

Group’s premium listing on the Main Market.

ii. The use and estimated net amount of the proceeds

There are no proceeds receivable by the Company as a result of the issue of New LXi Shares pursuant to the Merger.

iii. Underwriting

The issue of New LXi Shares is not being underwritten.

iv. Material conflicts of interest

There are no material conflicts of interest pertaining to the Merger or Admission.
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                                             Risk Factors                                             

An investment in the Company carries a number of risks including (without limitation) the

risk that the entire investment may be lost. In addition to all other information set out in

the Prospectus, the following specific factors should be considered when deciding

whether to make an investment in the Company.

The risks set out below are those which are considered to be the material risks relating

to an investment in the Company but are not the only risks relating to the Company, the

LXi Group or, following the Merger, the Combined Group.

An investment in the Company is suitable for institutional investors, professional

investors, high net worth investors, professionally advised private investors and retail

investors seeking exposure to a diversified portfolio of UK property that benefits from

long and index-linked leases with institutional-grade tenants with strong financial

covenants.1 Investors should understand the risks and merits of such an investment and

have sufficient resources to be able to bear any losses (which may equal up to the whole

amount invested) that may result from such an investment. Furthermore, an investment

in the Company should constitute part of a diversified investment portfolio. Additional

risks and uncertainties of which the Company is presently unaware or that the Company

currently believes are immaterial may also adversely affect its business, financial

condition, results of operations or the value of the LXi Shares.

As required by the UK Prospectus Regulation, the risk that the Directors consider to be the

most material risk in each category, taking into account the negative impact on the

Company and the probability of its occurrence, has been set out first. Given the

forward-looking nature of the risks, there can be no guarantee that any such risk is, in

fact, the most material or the most likely to occur. Investors should, therefore, review and

consider each risk.

1.      Risks relating to the Group                                                                                              

The Company may not meet its investment objective or return objective

The Company may not achieve its investment objective. Meeting the investment objective is a target

but the existence of such an objective should not be considered as an assurance or guarantee that

it can or will be met.

The Company’s investment objective is to provide Shareholders with an inflation protected income

and capital growth over the medium-term. The payment of future dividends and the level of any

future dividends paid by the Company is subject to the discretion of the Directors and will depend

upon, amongst other things, the Company successfully pursuing its investment policy and the

Company’s earnings, financial position, cash requirements, level and rate of borrowings and

availability of profit, as well as the provisions of relevant laws or generally accepted accounting

principles from time to time. There can be no assurance that any dividends will be paid in respect

of any financial year or period and no guarantee as to the level of any future dividends to be paid

by the Company. There is no guarantee that the Company will achieve the stated target total NAV

return referred to in this document and therefore achieve its return objective.

The Company’s targeted returns are based on estimates and assumptions that are

inherently subject to significant uncertainties and contingencies, and the actual rate of

return may be materially lower than the targeted returns

The Company’s target total NAV return set out in this document is a target only (and, for the

avoidance of doubt, is not a profit forecast). There can be no assurance that the Company will meet

this target, or any other level of return, or that the Company will achieve or successfully implement

its investment objectives. The Company may not be able to implement its investment objective and

investment policy in a manner that generates returns in line with its targets. The existence of the
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target total NAV return should not be considered as an assurance or guarantee that it can or will be

met by the Company.

Although the target total NAV return figure is presented as a specific figure in this document, the

actual returns achieved by the Company’s investment portfolio may vary from the target total NAV

return and these variations may be material. The target total NAV return figure is based on the

Board’s and Investment Advisor’s assessment of appropriate expectations for returns on the

investments that the Company has made and proposes to make and the ability of the Investment

Advisor to enhance the return generated by those investments through active asset management

and based on assumptions including those relating to forecasts of increases in property capital, loan

and rental values. There can be no assurance that these assessments, expectations and assumptions

will be proved correct and failure to achieve any or all of them may materially adversely impact the

Company’s ability to achieve the target total NAV return.

In addition, numerous factors, including, without limitation, taxation and fees payable by the

Company or its intermediary holding entities, could prevent the Company from achieving its target

total NAV return, even if the individual investments made by the Company were to achieve returns

in line with the Company’s stated targets.

The target total NAV return figure is based on estimates and assumptions about a variety of factors

including, without limitation, purchase price, yield and performance of the Company’s investments

(including the impact of COVID-19), which are inherently subject to significant business, economic

and market uncertainties and contingencies, all of which are beyond the Company’s control and

which may adversely affect the Company’s ability to achieve its targeted returns. In particular, the

target assumes that the future rent collection rate is not materially lower than that achieved so far.

Furthermore, the target total NAV return figure is based on the general and local market conditions

and the economic environment at the time of assessing the targeted returns, and is therefore

subject to change. In particular, the Company’s stated target total NAV return assumes no material

changes occur in government regulations or other policies, or in law and taxation, or changes in the

political approach to real estate investment, and that the Company is not affected by natural

disasters, terrorism, social unrest or civil disturbances or the occurrence of risks described elsewhere

in this document. There is no guarantee that actual (or any) returns can be achieved at or near the

levels set out in this document. Accordingly, the actual rate of return achieved may be materially

lower than that targeted, or may result in a partial or total loss, which could have a material adverse

effect on the Company’s profitability, the NAV and the price of the LXi Shares.

The Group’s due diligence may not identify all risks and liabilities in respect of an

acquisition

Prior to the Group entering into an agreement to acquire a property, the Investment Advisor, on

behalf of the Group, performs due diligence on the property concerned. In doing so it typically relies

on third parties to conduct a significant portion of this due diligence (including legal reports on title

and property valuations). There can be no assurance, however, that any due diligence examinations

carried out by the Investment Advisor or any third party in connection with any asset the Group may

acquire will reveal all of the risks associated with that asset, or the full extent of such risks. In

addition, there can be no assurance that any due diligence examinations carried out previously in

respect of the Group’s existing assets (and those assets that the Group will acquire pursuant to the

Merger) have revealed all of the risks associated with that asset, or the full extent of such risks. To

the extent that such due diligence examinations underestimate or fail (or have underestimated or

failed) to identify risks and liabilities (including any environmental liabilities) associated with the

property in question, the Group may be affected by defects in title, or exposed to environmental,

structural or operational defects or liabilities requiring remediation, which may not be covered by

indemnities or insurance, or may be unable to obtain necessary permits or permissions which may

have a material adverse effect on the Company’s profitability, the NAV and the price of the LXi

Shares.

A due diligence failure may also result in properties that are acquired failing to perform in

accordance with projections, particularly as to rent and occupancy, which may have a material

adverse effect on the Company’s profitability, the NAV and the price of the LXi Shares.
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Even where the Investment Advisor has been able to identify relevant risks and liabilities associated

with a potential acquisition through the due diligence process, the contractual protections in the

acquisition documentation may not be sufficient to protect the Group from such risks and liabilities.

As a consequence, the Group may be affected by or exposed to risks against which it has insufficient

or no protection or available remedies which may have a material adverse effect on the Group’s

financial condition, business, prospects and results of operations.

Availability of borrowings and the gearing effect of borrowing can work against as well as

for Shareholders

The LXi Group uses borrowings to seek to enhance equity returns and to enable the Company to

pursue its investment objective and, following the Merger, the Combined Group will continue to seek

to do so, which exposes the Company to a variety of risks associated with borrowing.

Any amounts that are secured under a bank facility are likely to rank ahead of Shareholders’

entitlements and accordingly, should returns derived from the Company’s investments be insufficient

to cover the costs and liabilities of such borrowings, on a liquidation of the Company, Shareholders

may not recover their initial investment and in certain circumstances may lose their entire

investment.

Whilst the use of borrowings should enhance the NAV per LXi Share where the value of the Group’s

investments is rising, it will have the opposite effect where the value of those investments is falling.

In addition, in the event that rental income from the Group’s investments falls (for example as a

result of defaults by tenants) the use of borrowings will increase the impact of such falls on the net

income of the Group and this in turn will have an adverse effect on the Company’s ability to pay

dividends.

The LXi Group’s and SIR Group’s borrowing facilities contain certain financial covenants (among

others) relating to loan to value ratio and interest or debt service cover ratio, a breach of which could

lead to a default on the loan. The LXi Group and, following the Merger, the Combined Group must

continue to operate within these financial covenants to avoid default. In the event that the Group

breaches any of the financial covenants relating to its facilities, it may: (i) be required to repay the

loans early and, as a consequence, may be forced to sell assets at a price lower than that which

would otherwise be achieved in an ordinary sale in order to fund such early repayment; or (ii) incur

default interest charges which would erode profits available for distribution to Shareholders; or

(iii) be subject to cash traps that operate to ring fence cash and profits within a secured debt

structure, limiting the extent of dividends that may be payable to Shareholders.

In addition, it is not certain that the Group will be able to refinance indebtedness as it matures or

enter into new facilities on acceptable terms or at all. In such circumstances, the Group may be

required to prematurely liquidate investments (or otherwise raise capital) to service its debt

obligations and there can be no guarantee that the Group will be able to liquidate such investments

at prices reflective of their valuations, if at all.

To date, the LXi Group and the SIR Group have either borrowed on a fixed or capped rate basis or

entered into hedging arrangements to mitigate the risk of movements in interest rates. To the extent

that such arrangements are no longer available or are only available on terms which are not

commercially acceptable to, or viable for, the Group, and the Group does not enter into suitable

hedging arrangements, the Group may be exposed to interest rate risk due to fluctuations in the

prevailing market rates. In the future, the Group may find it difficult or costly to refinance debt

within the Group and may be subject to higher interest rates which increase costs. Any of the

foregoing events may have a material adverse effect on the Group’s financial condition, business,

prospects and results of operations and ability to make distributions to Shareholders and may lead

to further equity capital raisings by the Company, forced sales of assets or the erosion of income

returns by way of higher interest costs or early repayment penalties.

The financial performance and prospects of the Group may continue to be adversely

affected by the COVID-19 pandemic, the long-term impact of which is currently unknown

On 11 March 2020, the World Health Organisation announced that the outbreak of COVID-19

(commonly referred to as Coronavirus) had been declared a global pandemic. COVID-19 has created

considerable uncertainty for the UK and global economies, the real estate market and the sectors in
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which the LXi Group and the SIR Group invest. As a result, COVID-19 has had an effect on the

returns of the LXi Group and the SIR Group, and in particular dividends paid, as a result of lower

rent collections and rent concessions, respectively.

The long-term impacts of the pandemic are unknown and it is possible that COVID-19 could continue

to adversely affect the UK and global economies or the real estate market, thereby having a material

adverse impact on the future results of the Group.

Future outbreaks of the virus could increase the risk of tenant default, the extent of which would

vary significantly by business sector and tenant. The payment of dividends by the Company is

dependent on rent collection by the Group and, if rent collection is affected by tenant defaults or

otherwise, it could restrict the Company’s ability to pay dividends.

Furthermore, any uncertainty caused by the pandemic (for example, due to the emergence of new

strains), could cause the market price of the LXi Shares to deviate from their underlying NAV,

increasing any discount at which the LXi Shares trade, and could adversely affect the ability of the

Company to raise capital in the near term. In extraordinary circumstances, the pandemic could

impact the Group’s forward funded developments, causing tenant pre-lets to be broken or

developers to default on their contractual obligations. Any adverse impact on property valuations or

rental income from the Group’s investments as a result of the pandemic could increase the risk of

the Group breaching financial covenants in its borrowing facilities (in particular those relating to loan

to value ratio and interest cover ratio), which could require the Group to repay loans early and sell

assets prematurely to fund such early repayment. Furthermore, restrictions on travel or movement

could adversely affect the ability of the Board and/or the Group’s service providers to discharge their

responsibilities to the Group.

The future development of the pandemic is uncertain and the extent of the impact will depend on

the continued range of the virus, the emergence of new strains, infection rates, the severity and

mortality rates of the virus, the timing, implementation and efficacy of vaccines, the steps taken in

the UK and globally to prevent the spread of the virus as well as fiscal and monetary stimuli offered

by the UK government and governments globally.

Sector or tenant concentration risk may mean that the Company’s performance is

significantly affected by events outside its control

Although the LXi Group and the SIR Group aim to maintain a portfolio diversified by sector and

tenant, all of the LXi Group’s assets are, and following the Merger a majority of the Combined

Group’s assets will be, invested in UK property. In addition, there are no limits on the percentage of

the Company’s gross assets which may be invested in any one sector, save that the Company must

be invested in a minimum of two sectors at all times. Greater concentration of investments in any

one country or sector, or exposure to the creditworthiness of any one tenant, may mean that the

Company’s performance is significantly affected by events outside its control that impact that

country, sector or tenant. This may lead to greater volatility in the value of the Group’s properties

and the NAV and may materially and adversely affect the performance of the Company and returns

to Shareholders. The risk of exposure to the creditworthiness of any one tenant is expected to

increase immediately following the Merger, with the Combined Group’s exposure to certain individual

tenants (calculated as a percentage of the Combined Group’s aggregate portfolio) expected to be

higher than the LXi Group’s current percentage exposure to individual tenants.

Investor returns will be dependent upon the performance of the Group’s portfolio and the

Company may experience fluctuations in its operating results as a result of risks inherent

in real estate asset investment

Returns achieved are reliant primarily upon the performance of the Group’s portfolio. No assurance

is given, express or implied, that Shareholders will be able to realise the amount of their original

investment in the LXi Shares. Revenues earned from, and the capital value and disposal value of,

real estate assets held by the Group and the Group’s business may be materially adversely affected

by a number of factors inherent in investment in real estate assets. The Company may experience

fluctuations in its operating results due to a number of factors, including changes in the value of

properties in the Group’s portfolio from time to time, changes in its rental income, operating

expenses, occupancy rates, material litigation with tenants or other counterparties, the degree to

which it encounters competition and general economic and market conditions. In addition, the LXi
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Group is, and following the Merger the Combined Group will be, exposed to the creditworthiness of

tenants which could result in delays in receipt of rental and other contractual payments, inability to

collect such payments at all including the risk of tenants defaulting on their obligations and seeking

the protection of bankruptcy laws, Government-imposed limitations on debt recovery, the

renegotiation of tenant leases on terms less favourable to the Company, or the termination of tenant

leases. Further, although 100 per cent. of the LXi Group’s properties and 99 per cent. of the SIR

Group’s properties are let or pre-let under “triple net, full repairing and insuring leases”, there may

be increases in operating and other expenses or cash needs without a corresponding increase in

turnover or tenant reimbursements, including as a result of increases in the rate of inflation in excess

of rental growth, property taxes or statutory charges or insurance premiums, costs associated with

tenant vacancies and unforeseen capital expenditure affecting properties (including those arising

from environmental legislation) which cannot be recovered from tenants.

Such variability in its operating results may be reflected in reduced dividends and may lead to

volatility in the market price of the LXi Shares. In addition, if the Group’s revenues earned from

tenants or the value of its real estate assets are adversely impacted by the above or other factors,

the Company’s financial condition, business, prospects and results of operations may be materially

adversely affected.

The Group’s use of derivative instruments may expose it to greater risk

The LXi Group and, following the Merger, the Combined Group may utilise derivative instruments for

efficient portfolio management purposes. Where the Group utilises derivative instruments, it is likely

to take a credit risk with regard to the parties with whom it trades and may also bear the risk of

settlement default. These risks may differ materially from those entailed in exchange-traded

transactions that generally are backed by clearing organisation guarantees, daily marking-to-market

and settlement, and segregation and minimum capital requirements applicable to intermediaries.

Transactions entered into directly between counterparties generally do not benefit from such

protections and expose the parties to the risk of counterparty default. Accordingly, the Group’s use

of derivative instruments may expose the Group to greater risk and have a material adverse effect

on the Group’s performance.

The Company seeks to mitigate interest rate risk using derivative instruments. However, there can

be no assurances or guarantees that the Company will successfully hedge against such risks or that

adequate hedging arrangements will be available on an economically viable basis. Hedging

arrangements may result in additional costs being incurred or losses being greater than if hedging

had not been used.

Changes in laws or regulations governing the Group’s operations may adversely affect the

Group’s business

The LXi Group and the SIR Group are subject to laws and regulations enacted by national and local

governments. In particular, the LXi Group is subject to certain regulatory requirements that are

applicable to listed closed-ended investment companies and, following the Merger, the Combined

Group will continue to be required to comply with such regulatory requirements. In addition, the

Company is subject to the continuing obligations imposed by the FCA on all investment companies

whose shares are listed on the Official List.

The properties held by the LXi Group and, following the Merger, the Combined Group are subject to

laws and regulations which relate to, among other things, property, land use, development, zoning,

health and safety requirements and environmental compliance. All of these laws and regulations are

subject to change, which may be retrospective, and changes in regulations could adversely affect

existing planning consent, costs of property ownership, the capital value of the Group’s assets and

the income arising from the Group’s portfolio. Such changes could also adversely affect the Group’s

ability to use a property as intended and could cause the Group to incur increased capital

expenditure or running costs to ensure compliance with new applicable laws or regulation. Changes

in laws and governmental regulations governing leases could restrict the Group’s ability to increase

the rent payable by tenants, terminate leases or determine the terms on which a lease may be

renewed.
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Any change in the law and regulation affecting the Group and its operations may have a material

adverse effect on the ability of the Group to carry on its business and successfully pursue its

investment policy and on the value of the Company and/or the New LXi Shares. In such event, the

investment returns of the Company may be materially adversely affected.

Environmental issues and regulations could create liabilities for the Group

As the owner of real property, the LXi Group is (and, following the Merger, the Combined Group will

be) subject to risks relating to climate change, either directly or through regulatory changes, which

may increase costs and/or impact the value of the portfolio.

Direct risks include the risk of physical damage to the property assets in the portfolio due to

climate-related events such as floods and natural fires. In the long-term, it’s possible that changes

in weather systems may deem the Group’s properties no longer viable to let.

Indirect risks include the cost of compliance with regulatory changes, the risk of incurring liabilities

under environmental regulations and changes in investor sentiment, which could have a material

adverse effect on the Company’s business, financial condition, results of operations, future prospects

and/or the price of the LXi Shares.

Environmental regulations can impose liability for improving the energy efficiency of assets, in

particular in relation to EPC ratings and the move toward a carbon neutral economy. If the Group

acquires or owns properties that fall below the minimum standards of new regulations, it could be

liable for the cost of improvements. In addition, environmental regulation is a developing area and

it is not always clear whether landlords or their tenants bear the responsibility for other costs. If the

Group is found to be in violation of environmental regulations, it could face reputational damage,

regulatory compliance penalties, reduced letting income and reduced asset valuation.

Changes in investor sentiment may restrict the Company’s ability to grow through continued

investment from existing and new shareholders if investors do not see the Company as fitting within

their particular investment criteria or effectively managing climate-risk within the portfolio. This

could impact the Company’s access to capital and the price of the LXi Shares.

Furthermore, investors in real property are increasingly focussed on ESG metrics when assessing the

relative value of property and, accordingly, those assets that perform the worst against ESG metrics

may begin to reduce in value as those assets that perform best against ESG metrics increase in

value. Assets within the Group’s portfolio that are less energy efficient may be exposed to downward

pressure on valuation or increased pressure to invest in the improvement of individual assets,

impacting the value of the portfolio and reducing tenant demand for those properties.

The Company will be subject to the risk of cybersecurity breaches

The LXi Group and, following the Merger, the Combined Group, together with their respective service

providers (including the AIFM, Investment Advisor and the Administrator), may be prone to

operational, information security and related risks resulting from failures of, or breaches in,

cybersecurity. A failure of, or breach in, cybersecurity (“cyber incidents”) refers to both intentional

and unintentional events that may cause the relevant party to lose proprietary information, suffer

data corruption, or lose operational capacity. Cyber incidents can result from deliberate attacks

(“cyber-attacks”) or unintentional events, directly in the business or affecting its service providers

including banks. Cyber-attacks include, but are not limited to, gaining unauthorised access to digital

systems (e.g. through “hacking” or malicious software coding) for purposes of misappropriating

assets or sensitive information, corrupting data, or causing operational disruption. Cyber-attacks

may also be carried out in a manner that does not require gaining unauthorised access, such as

causing denial-of-service attacks on websites (i.e. efforts to make network services unavailable to

intended users). Cyber incidents may cause disruption and impact business operations, potentially

resulting in financial losses, interference with the ability to calculate the Net Asset Value, the inability

of Shareholders to deal in the Ordinary Shares, violations of applicable privacy and other laws,

regulatory fines, penalties, reputational damage, reimbursement or other compensation costs, or

additional compliance costs.
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While the Company’s service providers may have established business continuity plans in the event

of, and risk management strategies, systems, policies and procedures to seek to prevent, cyber

incidents, there are inherent limitations in such plans, strategies, systems, policies and procedures,

including the possibility that certain risks have not been identified.

Unsuccessful transaction costs may adversely affect the Company’s business, financial

condition, results of operations and prospects

The Company and the Investment Advisor expect to incur significant time and costs in connection

with potential acquisitions, including third party costs in connection with identifying suitable

investment opportunities, due diligence, negotiating transaction documentation and legal and

accounting costs. In addition, the Company expects to incur certain third party costs, including in

connection with financing, valuations and professional services associated with sourcing and analysis

of suitable assets. Where prospective acquisitions do not proceed to completion, those costs incurred

may adversely affect the Company’s business, financial condition, results of operations and

prospects.

2.      Real estate risks

Property valuation is inherently subjective and uncertain

Property is inherently difficult to value due to the individual nature of each property and property

valuation is inherently subjective. As a result, valuations are subject to uncertainty and there can

be no assurance that the estimates resulting from the valuation process will reflect actual sales

prices that could be realised by the Group in the future. The Administrator will rely on the external

valuation of the Company’s properties in calculating the Company’s NAV.

The Property Valuation Reports in Part 7 of this document are made on the basis of certain

assumptions which may not prove to reflect the true position. In determining the value of properties,

valuers are required to make assumptions in respect of matters including, but not limited to, the

existence of willing buyers in uncertain market conditions, title, condition of structure and services,

environmental matters, statutory requirements, expected future rental revenues from the property

and other information. Such assumptions may prove to be inaccurate. Incorrect assumptions

underlying the valuation reports could negatively affect the value of any property assets the Group

acquires and thereby have a material adverse effect on the Group’s financial condition. This is

particularly so in periods of volatility or when there is limited real estate transactional data against

which property valuations can be benchmarked. There can also be no assurance that these

valuations will be reflected in the actual transaction prices, even where any such transactions occur

shortly after the relevant valuation date, or that the estimated yield and annual rental income will

prove to be attainable.

Property investment performance can fluctuate over time and values can increase or decrease.

Economic, political, fiscal and legal issues can affect values as they can with any other investment.

The Group’s portfolio will be valued on each valuation date by a professional independent valuer as

may be appointed by the Company from time to time.

To the extent valuations of the Group’s properties do not fully reflect the value of the underlying

properties, whether due to the above factors or otherwise, this may have a material adverse effect

on the Group’s financial condition, business, prospects and results of operations. It may also

adversely affect the ability of the Group to secure financing on acceptable terms.

The Company is subject to the risk of a tenant defaulting which could result in a

significant loss of rental income, void costs, a reduction in asset value and increased bad

debts

Dividends payable by the Company will be dependent on the income from the properties it owns.

Failure by tenants to comply with their rental obligations could: (i) affect the ability of the Company

to pay dividends to Shareholders; (ii) lead to reduced property valuations which in turn reduce NAV;

and (iii) result in debt covenant default which could result in higher interest costs, early prepayment

fees, cash traps, restricted distributable reserves or forced sale; and/or (iv) other liquidity pressures.
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The Group’s investments are illiquid and may be difficult or impossible to realise at a

particular time

The LXi Group and the SIR Group invest in property assets and, following the Merger, the Combined

Group will continue to invest in property assets. Such investments are relatively illiquid (in

comparison to other types of investments, such as bonds and securities, which have daily liquidity).

Such illiquidity, may affect the Group’s ability to adjust, dispose of or liquidate any or all of its

portfolio in a timely fashion and at satisfactory prices in response to changes in economic, property

market or other conditions.

There can be no assurance that, at the time the Group seeks to dispose of assets (whether

voluntarily or otherwise) relevant market conditions will be favourable or that the Group will be able

to maximise the returns on such disposed assets. To the extent that the property market conditions

are not favourable, the Group may not be able to dispose of property assets at a gain and may even

have to dispose of them at a loss. The Group may be forced to realise the disposal of an asset at a

discount to the prevailing valuation of the relevant property, which may have a material adverse

effect on the Group’s profitability, the NAV and the price of the LXi Shares.

The Group’s performance will be subject to property market and economic conditions in

the UK and, following the Merger, Germany

All of the LXi Group’s assets are invested in UK property and, immediately following the Merger, the

majority of the Combined Group’s assets will continue to be invested in UK property, with

approximately 4 per cent. by value invested in two co-located German properties. Accordingly, the

Company’s performance will be subject to, among other things, the conditions of the property

markets in the UK and, following the Merger, Germany, which will affect both the value of any assets

that the Group owns and the income these assets produce.

The value of assets and the income produced will be impacted by the general macro-economic

climate and the conditions of the real estate property markets in the UK and Germany. Declines in

the performance of the UK or German economies or property markets could have a negative impact

on investment, consumer spending, levels of employment, rental revenues and vacancy rates and,

as a result have a material adverse impact on the Company’s financial condition, business,

prospectus and results of operations.

The possibility of continued high inflation also poses a risk to the LXi Group (and, following the

Merger, the Combined Group). Inflationary pressures continue to impact the UK and German

economies and are expected to remain elevated for the foreseeable future. While inflationary

conditions may present an opportunity for the Combined Group, with around 74 per cent. of the LXi

Portfolio and 58 per cent. of the SIR Portfolio currently subject to inflation-linked rent reviews,

higher inflation over the longer term may cause rents in the portfolio to exceed market levels,

causing a significant softening of valuation yields. In addition, where leases in the portfolio contain

capped rental uplifts, high rates of inflation may cause rent reviews to cap out at maximum values,

causing rental uplifts fall behind inflation. As interest rates in the UK and Germany begin to rise as

a measure to counter higher inflation, yields may begin to soften across property assets in general.

Economic conditions in the UK and Germany may be affected by geopolitical events outside of the

Company’s control. In particular, Russia’s invasion of Ukraine in February 2022 has led to a surge in

global energy prices and increased inflationary pressures in the UK and German economies, and

economies globally. The extent and duration of the military action, resulting sanctions and resulting

future market disruptions are impossible to predict but could be significant.

In addition to the impact from the general economic climate, the property markets and prevailing

rental rates in the UK and Germany may also be affected by factors such as an excess supply of

properties, a fall in the general demand for rental property, reductions in tenants’ and potential

tenants’ space requirements, the availability of credit and changes in laws and governmental

regulations (both domestic and international), including those governing real estate usage, zoning

and taxes, all of which are outside of the Company’s control.

These factors, including any property market downturn or future deterioration in the property

market could, inter alia: (i) make it harder for the Group to attract new tenants for its properties,

(ii) lead to tenant defaults; (iii) lead to a lack of finance available to the Group; (iv) cause the Group
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to realise its investments at lower valuations than commercially desirable; or (v) delay the timings

of the Group’s realisations. Any of the foregoing could have a material adverse effect on the ability

of the Company to achieve its investment objective, on the NAV and on the market price of the LXi

Shares.

Forward funded projects possess (unless assumed by the developer and/or contractor)

potential risks associated with the construction and development of commercial real

estate, any of which could result in increased costs and/or damage to persons or property

The investment policy provides that the Company may purchase already built property assets or, in

some circumstances, forward fund property assets that are in construction. Forward funded projects

are subject to various hazards and risks associated with the construction and development of

commercial real estate, including personal injury and property damage, delays in the timely

completion of projects and properties being available for occupancy, cost overruns in relation to the

services provided by the third party contractors that are not borne by such contractors, fraud or

misconduct by an officer, employee or agent of a third party contractor, liability of the Company for

the actions of the third party contractors or insolvency of third party contractors.

To the extent that such risks are not assumed by the developer and/or contractor, the occurrence of

any of these events could result in increased operating costs, fines and legal fees and potentially in

reputational damage or criminal prosecution of the Company, and its Board and Investment Advisor,

all of which could have an adverse effect on the Company’s business, financial condition, results of

operations, future prospects or the market price of the LXi Shares.

In addition, there is a risk of disputes with developers and/or contractors should they fail to perform

against contractual obligations. Any litigation or arbitration resulting from any such disputes may

increase the Group’s expenses and distract the Board and the Investment Advisor from focusing

their time to fulfil the investment objective of the Company.

In the event that a developer and/or contractor needs to be replaced, whether due to expiry of an

existing contract, insolvency, poor performance or any other reason, the Group will be required to

appoint a replacement developer and/or contractor. There can be no assurance that the Group would

be able to retain a new developer and/or contractor on acceptable terms or at all. Any such

replacement developer and/or contractor may be more costly to the Group. If it takes a long time

to find a suitable developer and/or contractor, it could potentially lead to delays, lower technical and

operating performance or downtime for the relevant asset or cancellation of key contracts. This could

have a material adverse effect on the Company’s financial position, results of operation and business

prospects.

3.      Risks relating to service providers

The Company is dependent on the expertise of the Investment Advisor, the AIFM and their

key personnel to evaluate investment opportunities and to assist in the implementation

of the Company’s investment objective and investment policy

The Company is reliant upon, and its success depends on, the AIFM, the Investment Advisor and

their personnel, services, market intelligence, relationships and expertise.

The ability of the Company to successfully pursue its investment objective and investment policy

may, among other things, depend on the ability of the AIFM and the Investment Advisor to retain

their existing staff and/or to recruit individuals of similar experience and calibre. Notwithstanding

the “Key Person” provisions in the Amended and Restated Investment Advisory Agreement, the

retention of key members of the team cannot be guaranteed. Furthermore, in the event of a

departure of a key employee of the AIFM or the Investment Advisor, there is no guarantee that the

AIFM or the Investment Advisor would be able to recruit a suitable replacement or that any delay in

doing so would not adversely affect the performance of the Company.

The Company is subject to the risk that the Existing Investment Management Agreement and the

Existing Investment Advisory Agreement (or, following the Merger, the Amended and Restated

Investment Management Agreement and the Amended and Restated Investment Advisory

Agreement) may be terminated and that no suitable replacement will be found. If the Existing

Investment Management Agreement and the Existing Investment Advisory Agreement are

21



terminated (or, following the Merger, the Amended and Restated Investment Management

Agreement and the Amended and Restated Investment Advisory Agreement are terminated) and a

suitable replacement is not secured in a timely manner or key personnel of the AIFM and the

Investment Advisor are not available to the Company with an appropriate time commitment, the

ability of the Company to execute its investment objective and investment policy may be adversely

affected.

The Company has no employees and is reliant on the performance of third party service

providers

The Company has no employees and the Directors have all been appointed on a non-executive basis.

Whilst the Company has taken all reasonable steps to establish and maintain adequate procedures,

systems and controls to enable it to comply with its obligations, the Company is reliant upon the

performance of third party service providers for certain of its executive functions. In particular, the

AIFM, the Investment Advisor, the Administrator, the Depositary and the Registrar perform services

which are integral to the operation of the Company, such as the calculation of the Company’s NAV,

the preparation of the Company’s financial statements and the safekeeping of the Company’s

investments. Failure by any service provider to carry out its obligations to the Company in

accordance with the terms of its appointment could have a materially detrimental impact on the

operation of the Company and potentially expose the Group to regulatory penalties, reputational

damage or even impact the value of the Company’s investments, causing losses for the Group.

The Company’s service providers are reliant on information and technology systems that may be

vulnerable to damage or interruption from computer viruses, network failures, computer and

telecommunication failures, infiltration by unauthorised persons and security breaches, usage errors

by its professionals, power outages and catastrophic events such as fires. Although the Company’s

service providers have implemented various measures to manage risks relating to these types of

events, any failure of these systems for any reason could cause significant interruptions in a service

provider’s operations, impact its ability to perform its obligations to the Company, result in a failure

to maintain the security, confidentiality or privacy of sensitive data belonging to the Company and

potentially expose the Company to legal claims and/or reputational damage.

The past performance of the Company or other investments managed or advised by the Investment

Advisor’s affiliates or its affiliates’ investment professionals cannot be relied upon as an indicator of

the future performance of the Company. Total NAV returns will be dependent upon the Company

successfully pursuing its investment objective and investment policy. The success of the Company

depends, inter alia, on the AIFM’s and the Investment Advisor’s ability to identify, acquire and realise

properties in accordance with the Company’s investment objective and investment policy. This, in

turn, depends on the ability of the Investment Advisor to apply its investment analysis processes in

a way which is capable of identifying suitable properties for the Company to invest in. There can be

no assurance that the Investment Advisor will be able to do so or that the Company will be able to

invest its assets on attractive terms or generate any investment returns for Shareholders or indeed

avoid investment losses.

The AIFM, the Investment Advisor and their affiliates may provide services to other

clients which could compete directly or indirectly with the activities of the Company and

may be subject to conflicts of interest in respect of their activities on behalf of the

Company

The AIFM, the Investment Advisor and their affiliates are involved in other activities which may on

occasion give rise to conflicts of interest with the Company. In particular: (i) the AIFM, the

Investment Advisor or their affiliates may manage and/or advise other funds and may provide

investment management, investment advisory or other services in relation to these funds or future

funds which may have similar investment policies to that of the Company; (ii) the AIFM, the

Investment Advisor and their affiliates may carry on investment activities for their own accounts and

for other accounts in which the Company has no interest; and (iii) the AIFM, the Investment Advisor

and their affiliates may give advice and recommend investments to other managed accounts or

investment funds which may differ from advice given to, or investments recommended or bought

for, the Company, even though their investment policies may be the same or similar. If these

conflicts of interest are managed to the detriment of the Company by the AIFM or the Investment

Advisor they could materially and adversely affect the performance of the Company.
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4.      Risks relating to the Merger

The Merger is subject to the Conditions which may not be satisfied or waived

Completion of the Merger is subject to the Conditions being satisfied (or, if permitted, waived) which

include:

•        approval of the Merger Resolution necessary to effect the Merger by LXi Shareholders at the

LXi General Meeting;

•        approval of the Scheme by the requisite majority of Scheme Shareholders, and approval of

the SIR Resolutions by the requisite majority of SIR Shareholders, at the SIR Meetings;

•        the sanction of the Scheme by the Court;

•        the FCA and the London Stock Exchange having acknowledged to LXi or its agent (and such

acknowledgements not having been withdrawn) that: (i) the Admission of the New LXi Shares

to the Official List has been approved and (after satisfaction of any conditions to which such

approval is expressed to be subject) will become effective as soon as a dealing notice has been

issued by the FCA and any listing conditions have been satisfied; and (ii) the New LXi Shares

will be admitted to trading on the premium segment of the Main Market; and

•        delivery of the Court Order to the Registrar of Companies.

There is no guarantee that the Conditions will be satisfied in the necessary time frame (or waived,

if applicable) and the Merger may, therefore, be delayed or not complete. Delay in completing the

Merger will prolong the period of uncertainty for the LXi Group and the SIR Group and both delay

and failure to complete may result in the accrual of additional costs to their businesses (for example,

there may be an increase in costs in relation to the preparation and issue of documentation or other

elements of the planning and implementation of the Merger) without any of the potential benefits of

the Merger having been achieved. In addition, LXi and SIR’s respective investment advisors would

have spent time in connection with the Merger, which could otherwise have been spent more

productively in connection with the other activities of the LXi Group and the SIR Group, as

applicable. Therefore, the aggregate consequences of a material delay in completing, or failure to

complete, the Merger may have a material adverse effect on the business, results of operations and

financial condition of the LXi Group, the SIR Group and, in the case of a delay only, the Combined

Group.

LXi’s ability to invoke a Condition (other than Scheme-related conditions) to the Merger to either

lapse the Merger or to delay the Merger is subject to the Takeover Panel’s consent. The Takeover

Panel will need to be satisfied that the underlying circumstances are of “material significance” to LXi

in the context of the Merger and this is a high threshold to fulfil. Consequently, there is a significant

risk that LXi may be required to complete the Merger even where certain Conditions have not been

satisfied or where a material adverse change has occurred to the SIR Group. If any of the events

described above were to occur, they may result in additional costs and/or the delay or the failure

(partial or otherwise) to realise the financial benefits and synergies relating to the Merger identified

by the parties or may otherwise impact the Group’s strategy and operations.

A third party may have or be able to obtain a large enough shareholding in SIR to delay

or prevent completion of the Merger

SIR Shares are freely traded on AIM. Although LXi is not aware of the existence of any such

shareholders as at the date of this document, it is possible that a shareholder with significant

shareholding could use, or could threaten to use, its shareholding to vote against the Scheme when

SIR Shareholder consent is sought at the SIR Meetings. Such an action could materially delay or

prevent the implementation of the Scheme and the Merger and therefore deprive the parties of some

or all of the anticipated benefits of the Merger.
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If the Merger completes, the integration of the SIR Group with the LXi Group could result

in operating difficulties and other adverse consequences

If the Merger completes, the process of integrating SIR and its subsidiaries into the LXi Group may

create unforeseen operating difficulties and expenditures and pose management, administrative and

financial challenges. Specifically, integrating operations and personnel and pre-completion or

post-completion costs may prove more difficult and/or expensive than anticipated, thereby

rendering the value of the SIR Group less than the value paid. The integration of the SIR Group may

require significant time and effort on the part of the Company and the LXi Group’s management. The

challenges of integrating the SIR Group may also be exacerbated by differences between LXi’s and

SIR’s operational and business culture, the need to implement cost cutting measures, difficulties in

maintaining internal controls and difficulties in establishing control over cash flows and expenditures.

Such difficulties in successfully integrating SIR could have an adverse effect on the Company’s

financial condition and results of operations.

The Combined Group may fail to realise the business growth opportunities, revenue

benefits, cost savings, operational efficiencies and other benefits anticipated from the

Proposals

The Board believes that the Merger will result in long term cost savings as well as other operating

efficiencies and increase business growth opportunities, revenue benefits and other benefits for the

Combined Group. This belief constitutes an important and significant part of the business rationale

for the Merger. However, these expected business growth opportunities, revenue benefits, cost

savings and other operational efficiencies and other benefits may not develop, for various reasons,

including because the assumptions upon which the Board determined the process of integration and

the proposed cost savings may prove to be incorrect.

Under any of these circumstances, the business growth opportunities, revenue benefits, cost savings

and other benefits anticipated by the Board and the Proposed Directors to result from the Merger

may not be achieved as expected, or at all, or may be delayed, or may involve additional costs. To

the extent that the Combined Group incurs higher integration costs or achieves lower revenue

benefits or fewer cost savings than expected, the Combined Group’s operating results, and prospects

and the price of LXi Shares may suffer.

5.      Risks relating to taxation

If the Company fails to remain qualified as a REIT, its rental income and gains will be

subject to UK corporation tax

The Company cannot guarantee that the LXi Group or, following the Merger, the Combined Group

will remain qualified as a REIT. If the Group fails to remain qualified as a REIT, the Group will be

subject to UK corporation tax on some or all of its property rental income and chargeable gains on

the sale of properties, which would reduce the amounts available to distribute to Shareholders.

The requirements for maintaining REIT status are complex. Minor breaches of certain conditions

within the REIT regime may result in additional tax being payable or, if remedied within a given

period of time, will not be penalised, provided that the regime is not breached more than a certain

number of times. A serious breach of the REIT regime may lead to the Company or a member of the

Group ceasing to be a, or a member of a, REIT. If the Company or the Group fails to meet certain

of the statutory requirements to maintain its status as a REIT, it may be subject to UK corporation

tax on the profits of its Property Rental Business including any chargeable gains on the sale of some

or all of its properties. This could reduce the reserves available to make distributions to Shareholders

and the yield on the LXi Shares. In addition, incurring a UK corporation tax liability might require

the Company to borrow funds, liquidate some of its assets or take other steps that could negatively

affect its operating results. Moreover, if the Group’s REIT status is withdrawn altogether because of

a failure to meet one or more REIT conditions, disqualification from being a REIT may take effect

from the end of the accounting period preceding that in which the failure occurred.

24



A change in the tax status of the Company or a member of the Group or in taxation

legislation in the UK (or, following the Merger, Germany) could adversely affect the

Company’s profits and portfolio value and/or returns to and/or the tax treatment for

Shareholders

The levels of and reliefs from taxation may change, adversely affecting the financial prospects of the

Company and/or the returns payable to and/or the tax treatment for Shareholders.

Investors should consult their tax advisers with respect to their particular tax situation and the tax

effects of an investment in the Company. Statements in the Prospectus concerning the taxation of

investors or prospective investors in LXi Shares are based upon current tax law and tax authority

practice, each of which is potentially subject to change. The value of particular tax reliefs, if

available, will depend on each individual Shareholder’s circumstances. The Prospectus does not

constitute tax advice and must not therefore be treated as a substitute for independent tax advice.

Distribution requirements may limit the Company’s flexibility in executing its acquisition

plans

To maintain REIT status and as a result obtain full exemption from UK corporation tax on the profits

(and, where relevant, gains) of its Property Rental Business, the Company is required to distribute

annually to Shareholders an amount sufficient to meet the 90 per cent. distribution test by way of

PIDs. The Company would be required to pay tax at regular UK corporation tax rates on any shortfall

to the extent that the Company distributes as PIDs less than the amount required to meet the

90 per cent. distribution test for each accounting period.

In addition, differences in timing between the receipt of cash and the recognition of income for the

purposes of the REIT Regime and the effect of any potential debt amortisation payments could

require the Company to borrow funds to meet the distribution requirements that are necessary to

achieve the full tax benefits associated with qualifying as a REIT, even if the then-prevailing market

conditions are not favourable for these borrowings.

As a result of these factors, the constraints of maintaining REIT status could limit the Group’s

flexibility to make investments.

The Company’s status as a REIT may restrict the Company’s distribution opportunities to

Shareholders

The Company may become subject to an additional tax charge if it makes a distribution to, or in

respect of, a Substantial Shareholder, that is broadly a company which has rights to at least

10 per cent. of the distributions or LXi Shares or controls at least 10 per cent. of the voting rights.

This additional tax charge will not be incurred if the Company has taken reasonable steps to avoid

paying distributions to a Substantial Shareholder. Therefore, the Articles contain provisions designed

to avoid the situation where distributions may become payable to a Substantial Shareholder and

these provisions are summarised at paragraph 3 of Part 8 (REIT status and taxation) of this

document. These provisions provide the Directors with powers to identify Substantial Shareholders

and to prohibit the payment of dividends on LXi Shares that form part of a Substantial Shareholding

unless certain conditions are met. The Articles also allow the Directors to require the disposal of LXi

Shares forming part of a Substantial Shareholding in certain circumstances where the Substantial

Shareholder has failed to comply with the above outlined provisions.

The Company may be subject to reporting obligations such as the automatic exchange of

information (AEOI)

To the extent that the Company may be a Reporting Financial Institution under FATCA and/or the

Common Reporting Standard, or in connection with other tax information reporting obligations, it

may require Shareholders to provide it with certain information in order to comply with its AEOI

obligations which information may be provided to the UK tax authorities who may in turn exchange

that information with certain other tax authorities.
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6.      Risks relating to the LXi Shares                                                                                      

Investment in the LXi Shares carries certain general risks associated with investment in

investment companies

The value of an investment in the Company, and the income derived from it, if any, may go down

as well as up and an investor may not get back the amount invested.

The market price of the LXi Shares, like shares in all investment companies, may fluctuate

independently of their underlying NAV and may trade at a discount or premium at different times,

depending on factors such as supply and demand for the LXi Shares, market conditions and general

investor sentiment. While the Directors may seek to mitigate any discount to NAV per LXi Share (or

EPRA NTA per LXi Share) through such discount management mechanisms as they consider

appropriate, there can be no guarantee that any discount control policy will be successful or capable

of being implemented. The market price of a LXi Share may therefore vary considerably from its NAV

or EPRA NTA.

It may be difficult for Shareholders to realise their investment and there may not be a

liquid market in the LXi Shares

The price at which the LXi Shares trade and the price at which investors may realise their investment

is influenced by a large number of factors, some specific to the Company and its investments and

some which may affect companies generally. Admission should not be taken as implying that there

will be a liquid market for the LXi Shares. Consequently, the market price may be subject to greater

fluctuation on small volumes of trading of LXi Shares and the LXi Shares may be difficult to sell at

a particular price. The market price of the LXi Shares may not reflect their underlying NAV.

Shareholders do not have a right for their LXi Shares to be redeemed and the Company does not

have a fixed winding-up date. While the Directors retain the right to effect repurchases of LXi

Shares, they are under no obligation to use such powers or to do so at any time and Shareholders

should not place any reliance on the willingness of the Directors so to act. Shareholders wishing to

realise their investment in the Company may therefore be required to dispose of their LXi Shares in

the market. There can be no guarantee that a liquid market in the LXi Shares will be maintained or

that the LXi Shares will trade at prices close to their underlying NAV. Accordingly, Shareholders may

be unable to realise their investment at such NAV or at all.

There may be a limited number of holders of LXi Shares. Limited holders of LXi Shares may mean

that there is limited liquidity in the LXi Shares which may affect: (i) an investor’s ability to realise

some or all of his investment; and/or (ii) the price at which such investor can effect such realisation;

and/or (iii) the market price of the LXi Shares.

The LXi Shares are subject to certain provisions that may cause the Board to require the

transfer of LXi Shares

Although the LXi Shares are freely transferable (subject to compliance with applicable securities

laws), there are certain circumstances in which the Board may, under the Articles and subject to

certain conditions, compulsorily require the transfer of the LXi Shares. These circumstances include

where the holding or beneficial ownership of any shares in the Company by any person (whether on

its own or taken with other shares), in the opinion of the Directors: (i) would cause the assets of

the Company to be treated as “plan assets” of any Benefit Plan Investor; (ii) would or might result

in the Company and/or its shares and/or any of its appointed investment managers or investment

advisers being required to be registered or qualified under the US Investment Company Act and/or

the US Investment Advisers Act of 1940, as amended and/or the US Securities Act and/or the US

Exchange Act and/or any similar legislation (in any jurisdiction) that regulates the offering and sale

of securities; (iii) may cause the Company not to be considered a “Foreign Private Issuer” under the

US Exchange Act; (iv) may cause the Company to be a “controlled foreign corporation” for the

purpose of the US Code; (v) may cause the Company to become subject to any withholding tax or

reporting obligation under FATCA or any similar legislation in any territory or jurisdiction (including

the United Kingdom’s International Tax Compliance Regulations 2015 (SI 2015/878), or to be unable

to avoid or reduce any such tax or to be unable to comply with any such reporting obligation

(including by reason of the failure of the shareholder concerned to provide promptly to the Company

such information and documentation as the Company may have requested to enable the Company

to avoid or minimise such withholding tax or to comply with such reporting obligation); or
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(vi) creates a significant legal or regulatory issue for the Company under the US Bank Holding

Company Act of 1956 (as amended) or regulations or interpretations thereunder.

LXi Shareholders will experience dilution in their ownership of the Company

The unavoidable effect of the Merger becoming Effective will be a reduction in the proportionate

ownership and voting interests in the Company of existing LXi Shareholders (except to the extent

that they are also SIR Shareholders). Assuming that the maximum number of New LXi Shares are

issued to SIR Shareholders, each LXi Shareholder will suffer a maximum dilution of approximately

54 per cent. to their ownership and voting interests in the Company.

Shareholders’ ownership and voting interests may be diluted as a result of further issues

of LXi Shares

Following the Merger, the Company may issue further LXi Shares (subject to the Company having

the requisite shareholder authorities and in compliance with applicable law). While the Companies

Act contains statutory pre-emption rights for Shareholders in relation to issues of shares in

consideration for cash, the Company currently has authority to issue up to 26,466,899 LXi Shares

on a non-pre-emptive basis pursuant to shareholder authorities obtained at the annual general

meeting of the Company held on 14 July 2021 (such authority to expire at the conclusion of the

annual general meeting of the Company to be held in 2022 or, if earlier, 14 October 2022). Where

statutory pre-emption rights are disapplied, any further issues of LXi Shares will be dilutive to the

ownership and voting interests of those Shareholders who cannot, or choose not to, participate in

such issues.

In addition, the securities laws of certain jurisdictions may restrict the Company’s ability to allow the

participation of non-UK Shareholders in future offerings. Any such non-UK Shareholder who is

unable to participate in future equity offerings may suffer dilution.

Future sales of LXi Shares could cause the market price of the LXi Shares to fall

Sales of LXi Shares or interests in the LXi Shares by significant investors could depress the market

price of the LXi Shares. A substantial amount of LXi Shares being sold, or the perception that sales

of this type could occur, could also depress the market price of the LXi Shares. Both scenarios,

occurring either individually or collectively, may make it more difficult for Shareholders to sell the

LXi Shares at a time and price that they deem appropriate.
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Important information

To vote on the Merger Resolution

Whether or not you propose to attend the LXi General Meeting, if you would like to vote on the

Merger Resolution you may vote:

•        by logging on to www.SignalShares.com and following the instructions;

•        by requesting a hard copy form of proxy directly from the Company’s registrars, Link Group;

•        in the case of CREST members, by utilising the CREST electronic proxy appointment service;

or

•        if you are an institutional investor you may be able to appoint a proxy electronically via the

Proxymity platform at www.proxymity.io.

In order for a proxy appointment to be valid, you must ensure that you have recorded proxy details

using one of the methods set out above by 10.00 a.m. on 20 June 2022.

If you are an institutional investor you may be able to appoint a proxy electronically via the

Proxymity platform, a process which has been agreed by the Company and approved by the

Registrar. For further information regarding Proxymity, please go to www.proxymity.io. Your proxy

must be lodged by 10.00 a.m. on 20 June 2022 in order to be considered valid. Before you can

appoint a proxy via this process you will need to have agreed to Proxymity’s associated terms and

conditions. It is important that you read these carefully as you will be bound by them and they will

govern the electronic appointment of your proxy.

A summary of the action to be taken by LXi Shareholders is set out in Part 1 (Letter from the

Chairman) and Part 11 (Notice of General Meeting) of this document.

The appointment of a proxy will not prevent you from attending the LXi General Meeting and voting

in person (in substitution for your proxy vote) if you so wish and are so entitled.

Information relating to Secure Income REIT plc

This document contains information relating to Secure Income REIT plc that is required to be

included in a circular published in connection with a reverse takeover under the Listing Rules. In

particular, Parts 3 and 5 of this document contain information on the SIR Group, including financial

information. In addition, as the Proposals described in this document relate to a proposed Merger of

LXi REIT plc with Secure Income REIT plc, this document contains the information relating to Secure

Income REIT plc and the Merger that is necessary to enable investors to make an informed

assessment of the LXi Group and the LXi Shares as referred to in Article 14(2) of the UK Prospectus

Regulation. In particular, Part 6 of this document contains information on the financial effects of the

Merger on the LXi Group.

Forward-looking statements

This document contains forward-looking statements, including, without limitation, statements

containing the words “believes”, “estimates”, “anticipates”, “expects”, “intends”, “may”, “will”

or “should” or, in each case, their negative or other variations or similar expressions. Such

forward-looking statements involve unknown risks, uncertainties and other factors which may cause

the actual results, financial condition, performance or achievements of the Company, or industry

results, to be materially different from any future results, performance or achievements expressed

or implied by such forward-looking statements.

Given these uncertainties, prospective investors are cautioned not to place any undue reliance on

such forward-looking statements. These forward-looking statements speak only as at the date of this

document. Subject to its legal and regulatory obligations (including under the Prospectus Regulation

Rules), the Company expressly disclaims any obligations to update or revise any forward-looking

statement contained herein to reflect any change in expectations with regard thereto or any change

in events, conditions or circumstances on which any such statement is based unless required to do
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so by law or any appropriate regulatory authority, including FSMA, the UK Prospectus Regulation,

the Prospectus Regulation Rules, the Disclosure Guidance and Transparency Rules, the UK Market

Abuse Regulation and the Listing Rules.

Nothing in the preceding two paragraphs should be taken as limiting the working capital statement

in paragraph 9 of Part 9 (Additional information) of this document.

General

No broker, dealer or other person has been authorised by the Company to issue any advertisement

or to give any information or to make any representations in connection with the offering or sale of

New LXi Shares other than those contained in the Prospectus and, if issued, given or made, such

advertisement, information or representation must not be relied upon as having been authorised by

the Company, Peel Hunt, Jefferies or any of their respective affiliates, officers, directors, employees

or agents.

No person has been authorised to give any information or to make any representations other than

those contained in this document and, if given or made, such information or representation must

not be relied on as having been authorised by LXi, Peel Hunt Jefferies. Without prejudice to the

Company’s obligations under the UK Prospectus Regulation, the Prospectus Regulation Rules, the

Listing Rules, the UK Market Abuse Regulation and the Disclosure Guidance and Transparency Rules,

neither the delivery of the Prospectus nor any subscription for or purchase of LXi Shares made

hereunder shall, under any circumstances, create any implication that there has been no change in

the affairs of the Company or the Group since, or that the information contained in the Prospectus

is correct as at any time subsequent to, the date of the Prospectus. No statement in this document

is intended as a profit forecast.

The contents of this document are not to be construed as advice relating to legal, financial, taxation,

investment or any other matters. Prospective investors should inform themselves as to:

•        the legal requirements within their own countries for the subscription for, purchase, holding,

transfer or other disposal of New LXi Shares;

•        any foreign exchange restrictions applicable to the subscription for, purchase, holding, transfer

or other disposal of New LXi Shares which they might encounter; and

•        the income and other tax consequences which may apply in their own countries as a result of

the subscription for, purchase, holding, transfer or other disposal of New LXi Shares.

None of the Company, Peel Hunt or Jefferies nor any of their respective representatives is making

any representation to an offeree or purchaser under the laws applicable to such offeree or purchaser.

Prospective investors should consult with and must rely upon their own representatives, including

their own legal advisers and accountants, as to legal, tax, business, investment or any other related

matters concerning the Company and an investment in the New LXi Shares.

An investment in New LXi Shares should be regarded as a long-term investment. There can be no

assurance that the Company’s investment objective will be achieved.

The Prospectus should be read in its entirety before making any investment in New LXi Shares.

Prospective investors should rely only on the information contained in the Prospectus. No person has

been authorised to give any information or make any representations other than as contained in the

Prospectus and, if given or made, such information or representations must not be relied on as

having been authorised by the Company, the AIFM, the Investment Advisor, the Administrator, the

Depositary, Peel Hunt, Jefferies or any of their respective affiliates, officers, directors, members,

employees or agents.

All Shareholders are entitled to the benefit of, are bound by, and are deemed to have notice of, the

provisions of the Company’s memorandum of association and the Articles which investors should

review. A summary of the Articles is contained in paragraph 6 of Part 9 (Additional information) of

this document under the section headed “Articles of Association”.
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Statements made in this document are based on the law and practice in force in England and Wales

as at the date of this document and are subject to changes therein.

Accounting year ends

The LXi Group’s financial year ends on 31 March and the SIR Group’s financial year ends on

31 December. It is intended that the consolidated financial reports for the Combined Group will have

an accounting financial year ending on 31 March each year.

Sources of financial information

Unless specified otherwise, financial information in this document relating to the LXi Group has been

extracted without material adjustment from the audited and unaudited historical financial

information referred to in Part 4 (Financial information on the LXi Group) of this document for the

financial year ended 31 March 2021 and the six months ended 30 September 2021, prepared in

accordance with IFRS.

Unless specified otherwise, financial information relating to the SIR Group in this document has been

extracted without material adjustment from the audited historical financial information referred to

in Part 5 (Financial information on the SIR Group) of this document for the financial years ended

31 December 2022, 31 December 2021 and 31 December 2020, prepared in accordance with IFRS.

Where information has been sourced from a third party, the Company confirms that the information

has been accurately reproduced and, as far as the Company is aware and able to ascertain from

information published by that third party, no facts have been omitted which would render the

reproduced information inaccurate or misleading. Where third party information has been used, the

source of such information has been identified wherever it appears in this document.

Synergies

The estimated cost synergies referred to in this document are unaudited and are based on analysis

by the LXi Investment Advisor and on LXi’s internal records and certain of SIR’s internal records.

Further information underlying the Quantified Financial Benefits Statement is contained in

paragraph 13 of Part 9 (Additional information) of this document.

Presentation of financial information and other data

Market, economic and industry data                                                                                        

This document includes certain market, economic and industry data which were obtained by the

Company from industry publications, data and reports compiled by professional organisations,

analysts and data from other external sources. Where information has been referenced in this

document, the source of that third party information has been disclosed. The Company confirms that

such data has been accurately reproduced and, so far as it is aware and are able to ascertain from

information published from such sources, no facts have been omitted which would render the

reproduced information inaccurate or misleading.

In some cases, there is no readily available external information to validate market-related analyses

and estimates, requiring the Company to rely on internally developed estimates and the Investment

Advisor’s, Directors’ and Proposed Directors’ knowledge of the UK and German property markets.

Currency presentation

Unless otherwise indicated, all references in this document to “sterling”, “pounds sterling”, “£” or

“pence” are to the lawful currency of the UK.

Unless otherwise indicated, all references in the document to “euros”, “EUR”, “€” or “cents” are to

the lawful currency of the Member States of the European Union that have adopted the single

currency introduced in application of the European Economic Community Treaty.
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Rounding

Some percentages and amounts in this document have been rounded. As a result of this rounding,

figures shown as totals in this document may vary slightly from the exact arithmetic aggregation of

the figures that precede them. In addition, certain percentages presented in this document reflect

calculations based upon the underlying information prior to rounding and, accordingly, may not

conform exactly to the percentages that would be derived if the relevant calculations were based

upon the rounded numbers.

Definitions

A list of defined terms used in this document is set out at Part 10 of this document.

Performance data

This document includes information regarding the track record and performance data of the LXi

Group, the SIR Group, the AIFM, the Investment Advisor and Prestbury. Such information is not

necessarily comprehensive and prospective investors should not consider such information to be

indicative of the possible future performance of the LXi Group (or, following the Merger, the

Combined Group) or any investment opportunity to which this document relates. The past

performance of the LXi Group, the SIR Group, the AIFM, the Investment Advisor and Prestbury is

not a reliable indicator of, and cannot be relied upon as a guide to, the future performance of those

parties.

Investors should not consider such information (particularly past returns) contained in this document

to be indicative of the Group’s future performance. Past performance is not necessarily indicative of

future results, and there can be no assurance that the Company or its portfolio will achieve

comparable results to those presented in this document, that the Company, the AIFM or the

Investment Advisor will be able to implement their investment strategies or achieve the Company’s

investment objective or that the returns generated by any investments by the Company will equal

or exceed any past returns presented herein. Prospective investors should be aware that any

investment in the Company is speculative, involves a high degree of risk, and could result in the loss

of all or substantially all of their investment.

Targets

This document contains certain information in relation to dividend and total NAV return targets.

These targets have been developed based upon assumptions with respect to future business

decisions and conditions that are subject to change, including the Group’s execution of its

investment objective and strategies, as well as growth in the sectors and markets in which the Group

operates. As a result, the Group’s actual results may vary from the targets set out in this document

and those variations may be material. The Company does not undertake to publish updates as to its

progress towards achieving any of these targets, including as it may be impacted by events or

circumstances existing or arising after the date of this document or to reflect the occurrence of

unanticipated events or circumstances. The Company has not defined by reference to specific

periods the term “medium-term”. There can be no assurance that these targets will be met and they

should not be taken as an indication of the Group’s expected future results. Accordingly, potential

investors should not place any reliance on these targets in deciding whether or not to invest in the

Company and should decide for themselves whether or not the target dividend yield and target total

NAV return are reasonable or achievable.

No incorporation of website information

Save for the parts of the 2021 Annual Report and Accounts and 2021 Interim Report that are

explicitly incorporated into this document by reference, the contents of the following websites

www.LXiREIT.com, www.AlvariumInvestments.com and www.SecureIncomeREIT.co.uk do not form

part of this document. Investors should base their decision whether or not to invest in the New LXi

Shares on the contents of the Prospectus alone.
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Times and dates

References to times and dates in this document are, unless otherwise stated, to United Kingdom

times and dates.

Data protection

The information that a prospective investor in the Company provides in documents in relation to an

acquisition of New LXi Shares or subsequently by whatever means which relates to the prospective

investor (if it is an individual) or a third party individual (“personal data”) will be held and

processed by the Company (and any third party to whom it may delegate certain administrative

functions in relation to the Company) in compliance with (a) the EU General Data Protection

Regulation 2016/679 (“EU GDPR”) and/or the EU GDPR as it forms part of the domestic law of the

United Kingdom by virtue of the EUWA (“UK GDPR”) and the UK Data Protection Act 2018 (as

amended from time to time) (“Data Protection Legislation”); and (b) the Company’s privacy

notice, a copy of which is available for review on the Company’s website www.LXiREIT.com (and, if

applicable, any other third party delegate’s private notice) (“Privacy Notice”).

Without limitation to the foregoing, each prospective investor acknowledges that it has been

informed that such information will be held and processed by the Company (or any third party,

functionary or agent appointed by the Company, which may include, without limitation, the

Registrar) and in accordance with the Company’s Privacy Notice for the purposes set out therein

including:

•        verifying the identity of the prospective investor to comply with statutory and regulatory

requirements in relation to anti-money laundering procedures;

•        carrying out the business of the Company and the administering of interests in the Company;

•        meeting the legal, regulatory, reporting and/or financial obligations of the Company in the UK

or elsewhere or any third party, functionary or agent appointed by the Company.

For the purposes set out above, it may be necessary for the Company (or any third party, functionary

or agent appointed by the Company, which may include, without limitation, the Registrar) to:

•        disclose personal data to third party service providers, affiliates, agents or functionaries

appointed by the Company or its agents to provide services to prospective investors; and

•        transfer personal data outside of the United Kingdom (or the EEA, to the extent that EU GDPR

applies in respect of the personal data being transferred) to countries or territories which do

not offer the same level of protection for the rights and freedoms of prospective investors in

the United Kingdom or the EEA (as applicable).

The foregoing processing of personal data is required in order to perform the contract with the

prospective investor to comply with the legal and regulatory obligations of the Company or otherwise

is necessary for the legitimate interests of the Company.

If the Company (or any third party, functionary or agent appointed by the Company, which may

include, without limitation, the Registrar) discloses personal data to such a third party, agent or

functionary and/or makes such a transfer of personal data it will use reasonable endeavours to

ensure that such transfer is in accordance with applicable Data Protection Legislation.

When the Company, or its permitted third parties, transfers personal information outside the United

Kingdom (or the EEA, to the extent that the EU GDPR applies in respect of the personal data being

transferred), it will ensure that the transfer is subject to appropriate safeguards in accordance with

applicable Data Protection Legislation.

Prospective investors are responsible for informing any third party individual to whom the personal

data relates to the disclosure and use of such data in accordance with these provisions.

Individuals have certain rights in relation to their personal data; such rights and the manner in which

they can be exercised are set out in the Company’s Privacy Notice.
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    Expected timetable of principal events

 2022(1)

Announcement of the proposed Merger      11 May

Publication of this document and the Scheme Document   1 June

Latest time and date for receipt of proxy appointments for the 

LXi General Meeting        10.00 a.m. on 20 June

Latest time for lodging forms of proxy for the SIR Court Meeting        10.00 a.m. on 20 June

Latest time for lodging forms of proxy for the SIR General Meeting      10.15 a.m. on 20 June

Voting Record Time for the SIR Court Meeting and the SIR

General Meeting       6.00 p.m. on 20 June(2)

Voting record time for the LXi General Meeting  close of business on

   20 June(3)

LXi General Meeting        10.00 a.m. on 22 June

SIR Court Meeting      10.00 a.m. on 22 June

SIR General Meeting     10.15 a.m. on 22 June(4)

Latest time for Scheme Shareholders to return forms of election in

relation to the Partial Cash Alternative        1.00 p.m. on 1 July

Scheme Sanction Hearing     4 July

Last day of dealings in, and for registration

of transfers of, SIR Shares        5 July

Suspension of listing of, and dealings in, SIR Shares      5.00 p.m. on 5 July

Scheme Record Time          6.00 p.m. on 5 July

Effective Date of the Merger       6 July

New LXi Shares issued to SIR Shareholders       by 8.00 a.m. on 7 July

Cancellation of the admission of the LXi Shares to the premium listing

segment of the Official List and to trading on the premium segment of

the Main Market        8.00 a.m. on 7 July

Admission and commencement of dealings in LXi Shares       8.00 a.m. on 7 July

Cancellation of admission to trading on AIM of SIR Shares      8.00 a.m. on 7 July

CREST accounts of SIR Shareholders credited with New LXi Shares   on or after 8.00 am on

     7 July but no later

     than 20 July

Despatch of share certificates for New LXi Shares and despatch of

cheques, or settlement through CREST, for the cash consideration

pursuant to the Partial Cash Alternative       by 20 July

Long Stop Date    26 September(5)

Notes:

(1) References to times are to London time. These times and dates are indicative only and will depend, among other things, on

the date upon which the Court sanctions the Scheme and the date on which the Conditions are satisfied or, if capable of

waiver, waived. If any of the dates and/or times in this expected timetable change, the revised dates and/or times will be

notified to LXi Shareholders by announcement through a Regulatory Information Service.

(2) If either the SIR Court Meeting or the SIR General Meeting is adjourned, the Voting Record Time of the adjourned meeting(s)

will be 6.00 pm on the second Business Day before the day fixed for the adjourned meeting.
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(3)   If the LXi General Meeting is adjourned for no more than 48 hours after the original time, the same voting record date will

also apply at the adjourned meeting. If the LXi General Meeting is adjourned for more than 48 hours, then the voting record

date will be the close of business on the day which is two days (excluding non-working days) before the day of the adjourned

meeting or, if LXi gives notice of the adjourned meeting, at any time specified in that notice.

(4)   The SIR General Meeting will commence at 10.15 a.m. on the day of the Court Meeting or as soon thereafter as the Court

Meeting has been concluded or adjourned.

(5)   The Long Stop Date is the latest date by which the Scheme may become Effective. However, the Long Stop Date may be

extended to such later date as SIR and LXi may agree in writing (with the Panel’s consent and as the Court may approve

(should such approval(s) be required)).
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                                      Indicative Statistics                                       

Number of Existing LXi Shares in issue as at the Latest Practicable Date 911,569,741

Number of New LXi Shares to be issued for each SIR Share(1) 3.32

Maximum number of New LXi Shares to be issued pursuant to the Merger(2) 1,074,817,168

Maximum number of LXi Shares in issue immediately following completion

of the Merger(2)                                                                                                    1,986,386,909

New LXi Shares as a maximum percentage of the issued share capital of

the Company immediately following completion of the Merger(2) 54%

Estimated expenses of the Merger payable by the Company £13.9 – 15.8 million

ISIN number for the LXi Shares and New LXi Shares GB00BYQ46T41

SEDOL number for the LXi Shares and New LXi Shares BYQ46T4

Ticker for the LXi Shares and New LXi Shares LXI

Notes:

(1)   Figure assumes that the Exchange Ratio is not adjusted. LXi shall adjust the Exchange Ratio in the circumstances set out in

paragraph 2 of Part 1 (Letter from the Chairman) of this document.

(2)   Figures are calculated assuming that the number of LXi Shares and SIR Shares in issue as at the Latest Practicable Date do

not change, that no issues of LXi Shares (other than New LXi Shares described above) occur between the Latest Practicable

Date and completion of the Merger, and that 1,074,817,168 New LXi Shares are issued pursuant to the Merger (being the

maximum number of New LXi Shares that may be issued thereunder).
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Part 1

Letter from the Chairman

LXi REIT plc

(incorporated in England and Wales with company number 10535081 and registered as an investment

company under section 833 of the Companies Act 2006)

Directors:                                                                                                        Registered Office:

Cyrus Ardalan, Non-Executive Chairman 6th Floor

Hugh Seaborn, Non-Executive Senior Independent Director 125 London Wall

Jan Etherden, Non-Executive Director London

John Cartwright, Non-Executive Director EC2Y 5AS

Patricia Dimond, Non-Executive Director

Ismat Levin, Non-Executive Director

1 June 2022

Dear Shareholders

Recommended Share Offer with Partial Cash Alternative for Secure Income

REIT plc by LXi REIT plc and Notice of General Meeting

1.      INTRODUCTION                                                                                                                

On 11 May 2022, the boards of LXi REIT plc (“LXi” or the “Company”) and Secure Income REIT plc

(“SIR”) jointly announced that they had reached agreement on the terms of a recommended offer

pursuant to which LXi will acquire the entire issued share capital of SIR (the “Merger”). The Merger

is to be effected by means of a Court-sanctioned scheme of arrangement between SIR and SIR

Shareholders under Part 26 of the Companies Act (the “Scheme”). The Scheme is subject to a

number of Conditions summarised in paragraph 14 (Structure of the Merger) of this Part 1. The full

terms and conditions of the Scheme are set out in the Scheme Document, which has been published

by SIR today.

The Merger constitutes a reverse takeover pursuant to the Listing Rules and is therefore conditional

on, amongst other things, the approval of LXi Shareholders. Accordingly, the LXi General Meeting

has been convened for 10.00 a.m. on 22 June 2022 at the offices of Stephenson Harwood LLP,

1 Finsbury Circus, London EC2M 7SH.

At the LXi General Meeting, LXi Shareholders will be asked to approve the Merger, certain

amendments to LXi’s Existing Investment Policy required solely in order to facilitate the Merger and

the issue and allotment of New LXi Shares to SIR Shareholders in consideration for their SIR Shares

in connection with the Merger (the “Proposals”) which will be put to LXi Shareholders as an ordinary

resolution (the “Merger Resolution”). An explanation of the Merger Resolution is set out in

paragraph 19 (LXi General Meeting) of this Part 1 below and the full text of the Merger Resolution

is set out in the Notice of General Meeting in Part 11 (Notice of General Meeting) of this document.

The LXi Board, which has been so advised by Jefferies as to the financial terms of the Merger,

considers the Proposals to be in the best interests of LXi and the LXi Shareholders as a whole. In

providing its advice, Jefferies has taken into account the commercial assessments of the LXi Board.

The LXi Board therefore unanimously recommends that LXi Shareholders vote in favour of the

Merger Resolution to be proposed at the LXi General Meeting, as those LXi Directors who hold LXi

Shares have irrevocably undertaken to do in respect of their own holdings of LXi Shares.

The SIR Board has similarly recommended that Scheme Shareholders vote in favour of the Scheme

at the SIR Court Meeting and SIR Shareholders vote in favour of the resolutions required to give

effect to the Merger at the SIR General Meeting as the SIR Directors have irrevocably undertaken

to do in respect of their own holdings of SIR Shares.

The purpose of this letter is to give you further details of the Merger, including the background to

the Merger, the strategic rationale and benefits of it, to explain why the LXi Board considers the
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Proposals to be in the best interests of LXi and LXi Shareholders as a whole, and to seek your

approval of the Merger Resolution.

2.      SUMMARY OF THE TERMS OF THE MERGER                                                                    

Under the terms of the Merger, for each SIR Share, SIR Shareholders will be entitled to receive:

3.32 New LXi Shares

The Exchange Ratio is based on the Adjusted EPRA NTA per LXi Share as at 31 March 2022 of

143.4 pence (unaudited) and the Adjusted EPRA NTA per SIR Share as at 31 March 2022 of 475.5

pence (unaudited).

On this basis, and assuming that the Partial Cash Alternative described below is fully taken up in

aggregate, following completion of the Merger, existing LXi Shareholders will hold approximately

53 per cent. and SIR Shareholders approximately 47 per cent. respectively of the Combined Group.

On the basis of the Closing Price per LXi Share of 142.2 pence on 10 May 2022 (being the last

Business Day prior to the commencement of the Offer Period), the Merger values the entire issued

ordinary share capital of SIR at approximately £1.5 billion.

On this basis the Merger represents, at the Closing Price of 142.2 pence per LXi Share on 10 May

2022 (being the last Business Day prior to the commencement of the Offer Period):

•        a premium of approximately 10.5 per cent. to the 3-month VWAP of 427.5 pence per SIR

Share on 10 May 2022 (being the last Business Day prior to the commencement of the Offer

Period); and

•        a premium of approximately 15.0 per cent. to the Closing Price of 411.0 pence per SIR Share

on 10 May 2022 (being the last Business Day prior to the commencement of the Offer Period).

Part 7 (Property valuation reports) of this document contains reports from external valuers for SIR’s

and LXi’s property assets, pursuant to the requirements of Rule 29 of the Takeover Code. Each of

CBRE and Knight Frank has given and not withdrawn its consent to the publication of its valuation

report in this document in the form and context in which it is included.

A partial cash alternative will be made available under which SIR Shareholders can elect to receive

cash instead of some or potentially all of the New LXi Shares to which they would otherwise be

entitled under the Merger (the “Partial Cash Alternative”). Please refer to paragraph 13 (Partial

Cash Alternative) in this Part 1 for further details.

The maximum aggregate amount of cash available under the Partial Cash Alternative will not exceed

£385 million, representing 25 per cent. of the total value of the consideration offered to SIR

Shareholders under the terms of the Merger. SIR Shareholders who validly elect to receive the Partial

Cash Alternative for up to a basic entitlement of 118.880 pence in cash per SIR Share sold pursuant

to the Merger will receive the full amount of cash for which they have elected (and a matching

reduction in the proportion of New LXi Shares receivable). SIR Shareholders who elect to receive the

basic entitlement of 118.880 pence in cash per SIR Share will also receive 2.488 New LXi Shares for

each SIR Share. SIR Shareholders may elect to receive cash consideration less than or in excess of

their basic entitlement, in which case the number of New LXi Shares they receive will be adjusted

accordingly. Elections to receive cash in excess of this basic entitlement may be scaled back,

depending on the overall level of take-up of the Partial Cash Alternative.

The Partial Cash Alternative will be funded from the Acquisition Facility.

LXi and SIR have agreed that SIR Shareholders will be entitled to receive and retain the quarterly

dividend of 3.95 pence per SIR Share that was declared on 21 April 2022 and is expected to be paid

by SIR on 7 June 2022 in respect of the quarter ended 31 March 2022 (the “SIR Q1 Dividend”)

and that LXi Shareholders will be entitled to receive and retain the quarterly dividend of 1.5 pence

per LXi Share declared by LXi on 19 May 2022 and expected to be paid by LXi on 24 June 2022 in

respect of the quarter ended 31 March 2022 (the “LXi Q4 Dividend”).
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It is currently expected that the Merger will become Effective in July 2022. However, if the timetable

for the Merger is delayed such that the Merger will become Effective after that date, LXi and SIR

have agreed that SIR Shareholders will be entitled to receive and retain the SIR Q2 Dividend and

LXi will accelerate the declaration and ex-dividend date for the LXi Q1 Dividend such that it aligns

with the timetable for the declaration and ex-dividend date of the SIR Q2 Dividend and LXi

Shareholders will be entitled to receive and retain the LXi Q1 Dividend.

LXi shall adjust the Exchange Ratio in the event that: (a) either LXi or SIR announces, declares,

makes or pays any one or more dividends or other distributions prior to the Merger becoming

Effective that is, in aggregate, in excess of (i) 1.50 pence per LXi Share in respect of the LXi Q4

Dividend and, if the ex-dividend date falls prior to the Merger becoming Effective, 1.575 pence in

respect of the LXi Q1 Dividend; or (ii) 3.95 pence per SIR Share in respect of the SIR Q1 Dividend

and, if the ex-dividend date falls prior to the Merger becoming Effective, 4.54 pence in respect of

the SIR Q2 Dividend (the amount of such excess in each case being the “Excess”), in which event

the adjustment to the Exchange Ratio shall be to take account of the Excess; and/or (b) at the time

of completion of the Merger, either LXi or SIR has announced, declared, made or paid the LXi Q1

Dividend or the SIR Q2 Dividend, respectively, but the other has not announced, declared, made or

paid its corresponding dividend (a “Dividend Discrepancy”), in which case the adjustment to the

Exchange Ratio shall be to take account of the Dividend Discrepancy. Where the Excess and/or

Dividend Discrepancy has arisen as a result of the making or payment of a dividend or other

distribution by SIR, such dividend or distribution shall be a “Non-Permitted SIR Dividend”. Where

the Excess and/or Dividend Discrepancy has arisen as a result of the making or payment of a

dividend or other distribution by LXi, such dividend or distribution shall be a “Non-Permitted LXi

Dividend”.

Any adjustment to the Exchange Ratio shall be the subject of an announcement and, for the

avoidance of doubt, shall not be regarded as constituting any revision or variation of the terms of

the Scheme or the Merger. In such circumstances, SIR Shareholders (as applicable) would be

entitled to receive and retain such Non-Permitted SIR Dividend and/or LXi Shareholders (as

applicable) would be entitled to receive and retain such Non-Permitted LXi Dividend.

Following completion of the Merger, the Combined Group will be targeting an annual dividend of

6.3 pence per share for the 12-month period commencing 1 April 2022 and it is expected to be paid

to shareholders in four equal quarterly instalments of 1.575 pence per share.

The dividends referred to above are not intended as a profit forecast or estimate for LXi or SIR for

any period and no statement in this document should be interpreted to mean that earnings or

earnings per LXi Share or SIR Share for the current or future financial years would necessarily match

or exceed the historical published earnings or earnings per LXi Share or SIR Share.

The Merger is subject to the conditions set out in the Scheme Document, published by SIR today,

and as summarised in paragraph 14 (Structure of the Merger) of this Part 1. It is currently expected

that the SIR Court Meeting and the SIR General Meeting will be held on 22 June 2022 and that the

Scheme will become Effective on 6 July 2022.

Upon the Scheme becoming Effective, Nick Leslau and Sandy Gumm, currently non-executive

directors of SIR and directors of the board of Prestbury, will be appointed to the LXi Board as

non-executive directors. It is the intention that the remaining directors on the SIR Board will resign

with effect from the Effective Date.

LXi has received support for the Merger from:

•        the SIR Directors who in aggregate held approximately 0.09 per cent. of the issued ordinary

share capital of SIR as at 10 May 2022 (being the last Business Day prior to the

commencement of the Offer Period).2 Each SIR Director has irrevocably undertaken, in respect

of his or her own beneficial holding of SIR Shares, to vote in favour of the Scheme at the SIR

Court Meeting (or, in the event that the Merger is implemented by a Takeover Offer, to accept

such Takeover Offer) and to vote in favour of the SIR Resolutions to be proposed at the SIR

General Meeting;

40

2     This does not include the SIR Shares held by Nick Leslau, Mike Brown and Sandy Gumm, whose SIR Shares are included in

the aggregate number of SIR Shares in respect of which the Prestbury Management Team have provided irrevocable

undertakings, described in the following paragraph.



•        each member of the Prestbury Management Team with a direct personal holding of SIR Shares

and the associated entities of the Prestbury Management Team, who, in aggregate, held

approximately 12.0 per cent. of the issued ordinary share capital of SIR as at 10 May 2022

(being the last Business Day prior to the commencement of the Offer Period) have irrevocably

undertaken to vote (save in respect of the resolution relating to the Prestbury Acquisition

which is subject to the approval of Independent SIR Shareholders at the SIR General Meeting

in accordance with Rule 16 of the Takeover Code and in respect of which they will not be

permitted to vote their interests) in favour of the resolutions relating to the Merger at the SIR

Meetings (or, in the event that the Merger is implemented by a Takeover Offer, to accept such

Takeover Offer); and

•        BMO Property Growth and Income Fund ICVC, TR Property Investment Trust plc, Artemis

Investment Management LLP, Aegon Asset Management and Dominic Silvester, being SIR

Shareholders who held, in aggregate, approximately 44.1 per cent. of the issued ordinary

share capital of SIR as at 10 May 2022 (being the last Business Day prior to the

commencement of the Offer Period) who have each provided a letter of intent to vote in favour

of the resolutions relating to the Merger at the SIR Meetings (or in the event that the Merger

is implemented by a Takeover Offer, to accept such Takeover Offer).

In demonstrating their support for the Merger, the Prestbury Management Team intends to hold

shares in the Combined Group in aggregate equivalent to 75 per cent. of their existing interest in

SIR, as described below under the heading “Background to and reasons for the Merger”. The

Prestbury Management Team members have agreed that, subject to certain exceptions, during the

period of one year following the Effective Date, they will not offer, sell or contract to sell, or otherwise

dispose of, directly or indirectly, any LXi Shares (or any interest therein or in respect thereof) or

enter into any transaction with the same economic effect as any of the foregoing (the “Prestbury

Management Team Lock Up”).

The irrevocable undertakings provided by the SIR Directors, the Prestbury Management Team and

by or in respect of the associated entities of the Prestbury Management Team will cease to be binding

if: (i) the Merger terminates, lapses or is withdrawn in accordance with its terms; (ii) the Scheme

has not become Effective, or the Takeover Offer has not been declared unconditional in all respects

(as the case may be) in accordance with the requirements of the Takeover Code by 6.00 p.m. on

the Long Stop Date or such later time or date as agreed between SIR and LXi with the approval of

the Court and/or the Panel, if required; or (iii) the LXi Board withdraws, amends or changes its

recommendation for the LXi Shareholders to vote in favour of the Merger Resolution. Further, the

irrevocable undertakings provided by or in respect of Prestbury Incentives Limited, Prestbury

Investment Holdings Limited, Nick Leslau, Mike Brown and Sandy Gumm will cease to be binding if,

prior to the Scheme becoming Effective, or the Takeover Offer becoming wholly unconditional (as

the case may be), a competing offeror announces a firm intention to make an offer for the entire

issued ordinary share capital of SIR, provided that: (i) the competing offer is at a price or is in

exchange for such number of shares (or other securities) that in the reasonable opinion of SIR,

having taken advice from its financial advisers, implies a value for each SIR Share of at least

15 per cent. more than the value for each SIR Share offered by LXi pursuant to the Merger; (ii) SIR,

having taken advice from its financial advisers, agrees and resolves to recommend the competing

offer to SIR Shareholders; and (iii) LXi has not announced a firm intention to make a revised offer

for all of the issued ordinary share capital of SIR not already owned by it (or by persons acting in

concert with it), which is not subject to any pre-conditions, for an equivalent or improved

consideration (in the reasonable opinion of SIR’s financial advisers) to that available under such

competing offer by 5.00 p.m. on the date falling ten Business Days after the date of the relevant

announcement made by the competing offeror, unless the competing offer lapses or is withdrawn by

5.00 p.m. on such date.

Following the Scheme becoming Effective LXi intends to retain a premium listing on the Official List

and to continue to be traded on the premium segment of the Main Market. Please refer to

paragraph 18 (Dealings, cancellation of admission to trading on AIM of SIR Shares and re-

registration) of this Part 1 for further information.
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3.      BACKGROUND TO AND REASONS FOR THE MERGER                                                      

The boards of LXi and SIR believe there is a strong strategic, operational and financial rationale for

the Merger and that the Combined Group will benefit from enhanced scale, immediate accretion to

cash earnings per share (creating the potential for delivering higher dividends, through unlocking

material cost savings and efficiencies), better access to acquisition and asset management

opportunities, lower cost of capital, cost savings and the potential for increased share trading

liquidity.

Significantly Enhanced Scale Establishing a Top 10 UK Listed REIT

•        Upon completion of the Merger, the Combined Group will own a portfolio of 346 properties with

a combined value of approximately £3.9 billion, establishing the Combined Group as a top

10 UK listed REIT by EPRA NTA and the UK’s leading sector-diversified, long income listed

REIT.

•        The significantly increased scale of the Combined Group is expected to enhance its ability to

source investment opportunities across a wider range of asset types and sectors including

larger scale single assets, portfolio sale and leasebacks and forward funded transactions. LXi

has carried out 82 forward funded developments since its Initial Public Offering (“IPO”) in

February 2017 and the Combined Group will benefit from increased scope to pursue additional

forward funding opportunities in a wider range of transaction sizes going forward.

•        The Merger would allow LXi to materially expand its portfolio in a much shorter timeframe,

and at a lower total cost, than by continuing with conventional asset acquisitions.

•        The board and management team of the Combined Group are ambitious to build on this step

change in scale to obtain a lower cost of capital for the Combined Group and further drive

shareholder returns.

•        The Combined Group’s increased prominence in the sector, combined with its attractive

investment proposition and opportunity for improved shareholder returns, is expected to drive

greater investor interest in the Combined Group and create further value for both sets of

existing shareholders.

Complementary Portfolios with Attractive, Inflation-Protected Characteristics

•        LXi and SIR have complementary portfolios focused on properties across a diverse variety of

real estate sectors with very long weighted average unexpired lease terms.

•        The Combined Group will benefit from a portfolio with contracted annual rental income of

approximately £194 million, of which 98 per cent. is subject to index-linked reviews or fixed

uplifts and 74 per cent. is subject to minimum uplifts, with 55 per cent. of the portfolio subject

to annual reviews providing a strong foundation for a sustainable, progressive dividend policy.

•        With 64 per cent. of contracted annual rent subject to inflation-linked reviews and 19 per cent.

subject to reviews with uncapped inflation-linked uplifts, the Combined Group will be well

positioned to deliver attractive levels of rental growth, particularly against the current

backdrop of a higher inflationary environment.

•        Both LXi’s and SIR’s portfolios have long weighted average unexpired lease terms (WAULTs)

(21 years and 30 years respectively), with the WAULT of the Combined Group of

approximately 26 years being one of the longest of any UK REIT.

•        The Combined Group will continue to invest in accordance with LXi’s investment strategy

across a diverse range of real estate sectors, targeting high quality long income real estate

let to financially strong tenants in industry sectors with strong defensive characteristics. The

Combined Group’s initial exposure to real estate sub-sectors, based upon both entities’

31 March 2022 valuations, will be:

•        Leisure: 28 per cent.

•        Healthcare: 25 per cent.
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•        Hotels: 17 per cent.

•        Food and Essentials: 11 per cent.

•        Industrial: 9 per cent.

•        Other (including Life Sciences, Education, Garden Centres and Car Parks): 10 per cent.

The Combined Group will continue to actively recycle capital in accordance with LXi’s

investment strategy, re-positioning the portfolio in light of consumer trends and property

market developments.

Improved Financial Performance through Cost Savings

•        Cost savings of approximately £8.6 million per annum, of which the vast majority at

£7.5 million are expected to be effective immediately on completion of the Merger, with the

savings outlined in paragraph 4 (Quantified Financial Benefits Statement) of this Part 1.

•        The Merger is expected to be immediately accretive to cash earnings per share, creating the

potential for delivering higher covered dividends and increased dividend growth, through

unlocking material cost savings and efficiencies.

•        The proposed new investment advisory fee structure will be more favourable to all

shareholders in the Combined Group than the terms in the existing management

arrangements of either LXi or SIR on a standalone basis and will result in significantly lower

fees being paid in aggregate.

•        Benefitting from the reduction in investment advisory fees and other cost savings and

efficiencies described above, the Combined Group is expected to have one of the lowest Total

Expense Ratios in the UK listed real estate sector.

•        As a consequence of Amalfi’s acquisition of Prestbury, no termination fees in respect of the

SIR Investment Advisory Agreement will be payable by SIR or LXi, while key members of the

Prestbury team will benefit LXi at no additional cost to shareholders.

Enhanced Management Capabilities and Governance

•        The LXi Investment Advisor will act as sole investment advisor to the Combined Group and is

expected to benefit from an enhanced investment advisory team, with broader reach and

deeper resources across acquisition sourcing, asset management, finance and corporate

governance functions.

•        The Combined Group will also benefit from the retention of the extensive experience and

expertise of key senior Prestbury personnel, with Nick Leslau and Sandy Gumm joining the LXi

Board as non-executive directors.

•        There is strong support and commitment from the Prestbury Management Team who will hold

shares in the Combined Group in aggregate equivalent to 75 per cent. of their existing

aggregate holding in SIR, which is expected to amount to 5.8 per cent. of the Combined

Group’s share capital (assuming that the Partial Cash Alternative is fully taken up in

aggregate) worth approximately £142 million at the Combined Group’s adjusted EPRA NTA as

at 31 March 2022, while also entering into the Prestbury Management Team Lock Up and

non-compete arrangements.

•        Upon completion of the Merger, the LXi Board will also enhance its risk, control and

governance framework following the significant scaling up of the business with the

establishment of a new Property Investment Committee. The Property Investment Committee

will comprise at least three non-executive directors, to include John Cartwright, Nick Leslau

and Hugh Seaborn, drawing on their extensive experience and expertise to evaluate real

estate strategy and make recommendations to the LXi Board in relation to proposed property

transactions that exceed certain thresholds.
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Conservative Leverage

•        Following the Merger, LXi will have a strong balance sheet, with an estimated adjusted LTV of

approximately 37 per cent. (assuming that the Partial Cash Alternative is fully taken up in

aggregate) and a new maximum gearing threshold of 40 per cent. LTV. This new threshold is

opportunistic in nature, intended to provide the Combined Group with flexibility to increase

levels of temporary leverage to facilitate acquisitions.

•        The current financing facilities of SIR are expected to remain in place with no break fees

becoming due as a result of the Merger, but with opportunities to exploit the larger pool of

security to improve the likely terms of refinancing these facilities which all fall due between

mid-2023 and October 2025, together with maturities in the LXi debt portfolio in 2023 and

2024, and possibly to accelerate their refinancing on accretive terms.

•        The anticipated strong balance sheet and conservative medium term LTV target of 30 per cent.

is expected to provide the Combined Group with a range of attractive refinancing

opportunities, facilitating access to new longer-dated and cheaper forms of debt funding in the

short to medium term, offering further earnings growth potential, while enhancing returns

with appropriate structured debt.

Increased Liquidity

•        The Merger is expected to result in a broadening of the Combined Group’s shareholder base

and SIR Shareholders should benefit from the potential for increased liquidity in the secondary

market as a result of the Combined Group’s premium listing on the Main Market.

•        The Merger is expected to increase LXi’s weightings in the FTSE 250, FTSE All Share and FTSE

EPRA/NAREIT Global Real Estate indices, of which SIR is not currently a constituent member,

which provides the opportunity for significant new demand from investors.

4.      QUANTIFIED FINANCIAL BENEFITS STATEMENT

The LXi Directors, having reviewed and analysed the potential cost savings of the Combined Group,

as well as taking into account factors they can influence, believe the Combined Group can deliver

shareholder value through the expected realisation of approximately £8.6 million of pre-tax

recurring run-rate cost synergies by the end of the first year following the Effective Date.

The cost synergies are expected to be realised principally from:

•        Investment advisory fees: unification of investment advisory services under the LXi

Investment Advisor, delivering an expected £7.5 million of run-rate cost synergies derived

from lower investment advisory fees charged on the SIR investment properties and the

reduction in the fee scale applied to calculate the fees payable by LXi to the LXi Investment

Advisor for its investment advisory services pursuant to the Amended and Restated

Investment Advisory Agreement; and

•        Corporate and administrative: rationalisation of duplicate listing, administration and

operational expenses delivering an estimated £1.1 million of run-rate cost synergies.

The LXi Directors do not expect that any one-off costs in connection with realising the expected cost

synergies will be material. The identified cost savings will accrue as a direct result of the Merger and

would not be achieved on a standalone basis.

Potential areas of dis-synergy have been considered and were determined by the LXi Directors to be

immaterial for the analysis.

These statements relating to identified cost savings and estimated savings relate to future actions

or circumstances which by their nature involve risks, uncertainties and contingencies. As a

consequence, the identified synergies and estimated savings referred to may not be achieved, may

be achieved later or sooner than estimated, or those achieved could be materially different from

those estimated.

Further information on the bases of belief supporting the Quantified Financial Benefits Statement,

including the principal assumptions and sources of information, is set out in paragraph 13 (Synergy
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information) of Part 9 (Additional Information) of this document. These estimated synergies have

been reported on by KPMG LLP and by LXi’s lead financial adviser, Jefferies, at the time of the

Rule 2.7 Announcement. The estimated cost synergies referred to above reflect both the beneficial

elements and the relevant costs.

5.      PROPOSED NEW INVESTMENT POLICY                                                                           

In order to facilitate the Merger, there are two amendments required to LXi’s Existing Investment

Policy, described below:

•        SIR currently owns one German asset in the leisure sector. Whilst that asset would be

de minimis in the context of the Combined Group, at 4 per cent. of the Combined Group’s

gross assets, its location in Germany is outside of LXi’s Existing Investment Policy which refers

to a portfolio of “UK property assets”. The Company therefore proposes to amend its Existing

Investment Policy to allow for a small exposure to non-UK assets of up to 5 per cent. of Gross

Asset Value.

•        The Company is proposing to finance the Partial Cash Alternative pursuant to the Merger

through debt financing of £385 million (further details of which are set out in paragraph 12

(Financing of the Merger) in this Part 1). This will have the effect of increasing the Company’s

aggregate borrowings to exceed the maximum level of aggregate borrowings of 35 per cent.

set out in the Company’s Existing Investment Policy. The Company therefore proposes to

amend this maximum level of aggregate borrowings to 40 per cent. to allow for this increase

in connection with the Merger, which would be deemed a material change to the Existing

Investment Policy. Notwithstanding this increase, it remains the intention of the LXi Board to

maintain a conservative level of aggregate borrowings with a medium-term target of 30 per

cent. of Gross Asset Value. Following completion of the Merger it is expected that the actual

level of aggregate borrowings will reduce to between 30 per cent. to 35 per cent. of Gross

Asset Value within 12 months.

The full text of the Proposed New Investment Policy is set out in the Appendix to this letter, on

pages 59 to 60 of this document.

No material change may be made to LXi’s Existing Investment Policy without the approval of LXi

Shareholders by ordinary resolution. As these amendments to the Existing Investment Policy are

only required as a direct result of the Merger, the Company will seek approval of these amendments

as part of the Merger Resolution to be proposed at the LXi General Meeting.

For the avoidance of doubt, these amendments are not intended to signal a change to LXi’s overall

investment strategy, which remains the same and as described in Part 2 (Information on the LXi

Group) of this document.

6       PRESTBURY ACQUISITION

Prestbury Investment Partners Limited is the investment adviser to SIR pursuant to the SIR

Investment Advisory Agreement. Conditional upon the completion of the Merger, Amalfi (being an

entity financed by shareholders of the LXi Investment Advisor) has agreed to acquire the entire

issued share capital of Prestbury from the members of the Prestbury Management Team (the

“Prestbury Acquisition”). It is anticipated that completion of the Prestbury Acquisition will occur

shortly following completion of the Merger and is conditional only on the Merger becoming Effective.

If the Merger does not become Effective, the Prestbury Acquisition will not complete. Further,

completion of the Merger is conditional upon passing of the resolution at the SIR General Meeting

approving the Prestbury Acquisition. The consideration for the Prestbury Acquisition is £40 million in

cash, equivalent to 2.6 times the current annualised fee payable to Prestbury based on the Adjusted

SIR EPRA NTA as at 31 March 2022, compared to circa 3.5 years remaining on the term of

Prestbury’s appointment. Following completion of the Prestbury Acquisition, the SIR Investment

Advisory Agreement will be terminated, without any requirement for SIR to pay fees in lieu of any

notice period for termination.

The Prestbury Acquisition has been entered into as part of the wider arrangements relating to the

Merger, which also include:
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•        Prestbury Management Team members will hold a significant interest in the Combined Group,

expected to be 99,919,183 LXi Shares (representing 5.8 per cent. of the Combined Group

assuming full take-up of the Partial Cash Alternative), which will be subject to customary lock

up arrangements;

•        certain members of the Prestbury Management Team will continue to have an ongoing role in

the Combined Group through (i) Nick Leslau’s and Sandy Gumm’s appointments to the board

of LXi as non-executive directors; (ii) continuity of certain senior property team members who

will act as ongoing consultants for the LXi Investment Advisor; and (iii) the transfer of certain

senior Prestbury employees from the property and finance teams to the LXi Investment

Advisor; and

•        the members of the Prestbury Management Team each entering into non-compete

arrangements (subject to certain exceptions, including permissions to make small personal

investments and to maintain existing advisory and investment positions) that will remain in

effect for a period of two years from the date of completion of the Prestbury Acquisition and

which incorporate an obligation to first offer any opportunities relating to long income real

estate assets to LXi, which if not taken up by LXi can be pursued by the Prestbury

Management Team.

Following completion of the Merger, the fees that will be payable to the LXi Investment Advisor for

the provision of investment advisory services to the Combined Group are outlined at paragraph 7

(Amendments to LXi’s Existing Management Agreements) below.

The Prestbury Acquisition is subject to the approval of Independent SIR Shareholders at the SIR

General Meeting in accordance with Rule 16 of the Takeover Code. SIR Shareholders should note

that completion of the Merger will be conditional upon passing of the resolution at the SIR General

Meeting approving the Prestbury Acquisition. For the purposes of Rule 16 of the Takeover Code,

Rothschild & Co has confirmed that, in its opinion, the terms of the Prestbury Acquisition are fair and

reasonable so far as Independent SIR Shareholders are concerned.

Prestbury holds 1,184,551 SIR Shares, representing 0.37 per cent. of the issued share capital of

SIR. As part of the Prestbury Acquisition, LXi has agreed to purchase these shares from Prestbury

for cash consideration at the same price per share as will be paid for SIR Shares by LXi under the

Scheme. The acquisition of these shares by LXi is conditional upon the Scheme becoming Effective.

Completion will take place at the same time as the Scheme becomes Effective. The Prestbury

Management Team have undertaken to elect for less cash consideration than they would otherwise

have been entitled to under the Partial Cash Alternative such that the Prestbury Management Team

and Prestbury will not receive in aggregate greater than 25 per cent. of their overall consideration

for SIR Shares pursuant to the Merger and LXi’s acquisition of Prestbury’s SIR Shares in cash.

7.      AMENDMENTS TO LXI’S EXISTING MANAGEMENT AGREEMENTS

In connection with, and with effect from completion of, the Merger, it has been agreed between the

LXi Investment Advisor and LXi that there will be certain amendments made to LXi’s Existing

Investment Management Agreement and LXi’s Existing Investment Advisory Agreement.

Amended and Restated Investment Management Agreement

•        The AIFM’s appointment pursuant to the Amended and Restated Investment Management

Agreement shall commence on the Effective Date and continue until terminated by either

party giving to the other not less than 12 months’ notice in writing to terminate the same,

save that such notice may not be served prior to the first anniversary of the Effective Date.

Amended and Restated Investment Advisory Agreement

•        The Investment Advisor’s appointment pursuant to the Amended and Restated Investment

Advisory Agreement shall commence on the Effective Date and continue until terminated by

either party giving to the other not less than 12 months’ notice in writing to terminate the

same, save that such notice may not be served prior to the fifth anniversary of the Effective

Date.
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•        The definition of “Key Persons” has been extended to include Freddie Brooks, as well Simon

Lee and John White who were already “Key Persons” pursuant to the terms of the existing

agreement. If any two of the Key Persons (a) cease to be an officer or employee of the

Investment Advisor’s Group or (b) cease to be actively involved in the provision of the

Investment Advisor’s services pursuant to the terms of the agreement, and within three

months of the relevant departure date or the date on which such active involvement can

reasonably be determined to have ceased, they are not replaced by a person or persons whom

the LXi Board considers, in its reasonable discretion, to be of equal or satisfactory standing,

then LXi or the AIFM may terminate the appointment of the Investment Advisor by notice in

writing.

•        The Investment Advisor shall procure that the Key Persons shall provide LXi with a list of each

of their current directorships, partnerships and memberships and shall update such list from

time to time in a timely fashion. Further, the Investment Advisor shall not commit the

Combined Group to enter into any transaction with any member of the Investment Advisor’s

Group or any client or fund managed or advised by any member of the Investment Advisor’s

Group without the prior written consent of the LXi Board.

•        A new fee structure in connection with the fees payable by LXi to the Investment Advisor

pursuant to the terms of the Amended and Restated Investment Advisory Agreement will

apply, whereby LXi will pay the Investment Advisor a fee payable monthly in arrear calculated

at the rate of: (i) one-twelfth of 0.75 per cent. per calendar month on that part of the Market

Capitalisation up to and including £500 million; (ii) one-twelfth of 0.65 per cent. per calendar

month on that part of the Market Capitalisation in excess of £500 million and up to and

including £2 billion; and (iii) one-twelfth of 0.55 per cent. per calendar month on that part of

the Market Capitalisation in excess of £2 billion.

LXi has also taken this opportunity to make some other minor updates to the agreements to reflect

legal and regulatory changes since the date of LXi’s Existing Management Agreements.

As a result of these arrangements, the Combined Group will benefit from the reduction in the fee

scale applied to calculate the annual investment advisory services fee payable by LXi to the LXi

Investment Advisor and the Combined Group and the LXi Investment Advisor will benefit from an

extension to the terms of its appointment pursuant to the Amended and Restated Investment

Advisory Agreement. The LXi Directors consider this reduction in the LXi Investment Advisor’s net

advisory fees, together with the stability created by the extension to the term of its appointment,

to be fundamental to the Merger.

The entry by LXi into the Amendment and Restatement Agreements falls within Listing

Rule 11.1.10R (smaller related party transactions) and therefore LXi Shareholders are not required

to approve these amendments.

The Amendment and Restatement Agreements, and therefore the proposed amendments to the

Existing Investment Management Agreement and the Existing Investment Advisory Agreement, are

conditional on completion of the Merger. Further details relating to the Amendment and Restatement

Agreements are set out in paragraph 11 of Part 9 (Additional Information) of this document.

8.      SUMMARY INFORMATION ON LXI

LXi is a closed-ended investment company incorporated in England and Wales on 21 December 2016

and registered as an investment company under Section 833 of the Companies Act. The Company

conducts its affairs so as to enable it to continue to qualify as a REIT for the purposes of Part 12 of

the CTA 2010 (and the regulations made thereunder). The Company’s Ordinary Shares are admitted

to the premium segment of the Official List of the FCA and are traded on the premium segment of

the London Stock Exchange’s Main Market.

LXi is part of the FTSE 250 Index, which comprises the equities of the 101st to the 350th largest

companies that are traded on the Main Market, and the FTSE EPRA/NAREIT Global Real Estate Index

Series, which represents general trends in eligible real estate equities worldwide and is widely

followed by global real estate investors.
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LXi’s property portfolio was independently valued as at 31 March 2022, at £1,544.4 million (see Part

A of Part 7 (Property valuation reports) of this document for more details). As at 31 March 2022,

the LXi Group had a consolidated estimated EPRA NTA per LXi Share (unaudited) of 142.9 pence.

Adjusting this unaudited estimated 31 March 2022 EPRA NTA per LXi Share for the effect of

completion of certain asset acquisitions that had exchanged conditionally prior to 31 March 2022 and

completed in April 2022, the LXi Group had an Adjusted EPRA NTA per LXi Share as at 31 March

2022 of 143.4 pence (unaudited).3

Alvarium Fund Managers (UK) Limited is LXi’s appointed alternative investment fund manager

pursuant to the AIFM Rules. LXi and the AIFM have appointed the Investment Advisor as investment

advisor to provide certain services to the LXi Group including strategy, sourcing and advising on

investments by the Company and due diligence in relation to proposed investments.

Further information on LXi is set out Part 2 (Information on the LXi Group) and Part 4 (Financial

information on the LXi Group) of this document.

9.      SUMMARY INFORMATION ON SIR                                                                                   

SIR is a UK REIT, investing in real estate assets that provide very long term rental income with

upwards only inflation protection. It owns 160 Key Operating Assets in defensive sectors let on

difficult to replicate very long leases with a WAULT to expiry of 30 years, longer than any other major

UK REIT.

At its 31 March 2022 external valuation (see Part B of Part 7 (Property valuation reports) of this

document for more details), SIR had £2.3 billion of gross property assets. On an adjusted basis,

adjusting the 31 December 2021 audited net assets for the 31 March 2022 external valuation and

the refinancing of the Merlin facility which completed in April 2022, SIR has £1.5 billion of net assets

and an Adjusted EPRA NTA per SIR Share of 475.5 pence.4

The Prestbury Management Team is strongly aligned with SIR Shareholders through its 12.4 per

cent. interest in SIR worth £191 million, calculated by reference to the Adjusted EPRA NTA per SIR

Share as at 31 March 2022 of 475.5 pence. The Prestbury Management Team comprises Nick Leslau,

Mike Brown, Sandy Gumm, Ben Walford and Tim Evans, who are all directors of Prestbury.

Biographical information about the members of the Prestbury Management Team is set out in

paragraph 3 of Part 3 (Information on the SIR Group) of this document.

Further information on SIR is set out in Part 3 (Information on the SIR Group) and Part 5 (Financial

information on the SIR Group) of this document.

10.    FINANCIAL EFFECTS OF THE MERGER                                                                             

Further information about the financial effects of the Merger is set out in Part 6 (Financial effects of

the Merger on the LXi Group) of this document.
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3     The estimated EPRA NTA per LXi Share (unaudited) and Adjusted EPRA NTA per LXi Share (unaudited) as at 31 March 2022

are management estimates of the LXi Directors based on (a) the external valuation of the LXi Portfolio by Knight Frank LLP

as at 31 March 2022 (as set out in Part A of Part 7 of this document), (b) statements and information received by the

Company from its lending and depositary banks and (c) unaudited management information of the LXi Group. The estimated

EPRA NTA per LXi Share (unaudited) and Adjusted EPRA NTA per LXi Share (unaudited) as at 31 March 2022 have been

calculated based on guidance published by the EPRA to disclose adjusted measures of NAV and earnings per share which

are designed by the EPRA to better reflect the core long-term operations of the business. The estimated EPRA NTA per LXi

Share and the Adjusted EPRA NTA per LXi Share as at 31 March 2022, and the information used to prepare them, have not

been audited. As such, there can be no assurance that an audited EPRA NTA per LXi Share as at 31 March 2022 would reflect

the estimated EPRA NTA per LXi Share or the Adjusted EPRA NTA per LXi Share as at that date.

4     The Adjusted EPRA NTA per SIR Share has not been audited. As such, there can be no assurance that an audited adjusted

EPRA NTA per SIR Share as at 31 March 2022 would reflect the Adjusted EPRA NTA per SIR Share as at that date.



11.    INTENTIONS FOR THE COMBINED GROUP

Board composition and governance arrangements                                                                 

Following completion of the Merger, it is expected that Nick Leslau and Sandy Gumm will join the

LXi Board as non-executive directors. Biographical information about Nick and Sandy is set out in

paragraph 3 of Part 3 (Information on the SIR Group) of this document. The LXi Board believes that

these appointments will deliver an appropriately sized and balanced board, with the complementary

experience and skills necessary to drive the Combined Group forward following the Merger and to

provide good continuity for SIR Shareholders together with very strong shareholder alignment

through the approximately 5.8 per cent. holding in the Combined Group of the Prestbury

Management Team. Post-Merger, the LXi Board will therefore comprise: Cyrus Ardalan, Hugh

Seaborn, Jan Etherden, John Cartwright, Patricia Dimond, Ismat Levin, Nick Leslau and Sandy

Gumm.

Following completion of the Merger, the LXi Board intends to further enhance its risk, control and its

governance framework by establishing a Property Investment Committee, comprising of at least

three non-executive directors, for the purpose of considering proposed property transactions for the

Combined Group that exceed certain thresholds and/or criteria (to be determined and agreed by the

LXi Board from time to time). Following its review, the Property Investment Committee will make a

recommendation to the LXi Board in relation to the proposed property transactions. It will also

consider and recommend possible changes to LXi’s investment policy and restrictions as well as new

sectors in which LXi may wish to invest. It is proposed that the Property Investment Committee will

initially comprise John Cartwright, Nick Leslau and Hugh Seaborn.

LXi intends to delist SIR following the Effective Date. Consequently, SIR will not require listed

company governance structures and accordingly, it is intended that the SIR Directors will cease to

be directors of SIR and its subsidiaries (as applicable) following completion of the Merger.

As LXi intends to cancel SIR’s admission to trading on AIM following completion of the Merger, certain

functions which exist in relation to SIR’s status as a publicly traded company will no longer be

required or will be reduced in size, reflecting the new structure within the Combined Group.

Management and employees

The SIR Group does not have any employees and therefore does not operate any pension scheme,

nor does it have any arrangements in place for any employee involvement in its capital. SIR has no

place of business, fixed assets (other than its property portfolio), research and development function

or headquarters. LXi has no intention to change these features of the SIR Group, or to introduce any

management incentivisation arrangements for the Combined Group following completion of the

Merger.

Management arrangements and fees for the Combined Group

As described in paragraph 7 (Amendments to LXi’s Existing Management Agreements) of this Part 1,

following completion of the Merger, there will be a reduction in the fee scale applied to calculate the

investment advisory fees paid by LXi to the LXi Investment Advisor. In addition, the LXi Investment

Advisor will benefit from an extension of the term of its appointment pursuant to the Amended and

Restated Investment Advisory Agreement. The LXi Directors consider this reduction in net advisory

fees, together with the stability created by the extension to the term of the LXi Investment Advisor’s

appointment, to be fundamental to the Merger.

The entry by LXi into the Amendment and Restatement Agreements falls within Listing Rule

11.1.10R (smaller related party transactions) and therefore LXi Shareholders are not required to

approve these amendments.

Listing and registered office

Following the Effective Date, LXi will remain listed on the premium segment of the Official List and

admitted to trading on the premium segment of the Main Market. The registered office of LXi will

remain in London.
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REIT status

Both the LXi Group and the SIR Group fall within the UK REIT regime and benefit from the tax

efficiencies provided by that regime. The Combined Group is expected to fall within the UK REIT

regime and the relevant tax measures will continue to apply to the Combined Group.

Trading facilities

The SIR Shares are currently admitted to trading on the London Stock Exchange’s AIM market and,

subject to the Scheme becoming Effective, an application will be made to the London Stock

Exchange to cancel the admission of the SIR Shares to trading on AIM.

The SIR Directors have given due consideration to LXi’s stated intentions and assurances noted

above in deciding to recommend the Merger.

12.    FINANCING OF THE MERGER                                                                                           

On 11 May 2022, LXi entered into the Acquisition Facility Agreement, pursuant to which Barclays

Bank plc and HSBC Bank plc have agreed to make available to LXi the Acquisition Facility in an

aggregate amount equal to £385 million in order to finance the cash payable to SIR Shareholders

pursuant to the Partial Cash Alternative under the terms of the Merger.

The cash consideration payable by LXi under the terms of the Merger pursuant to the Partial Cash

Alternative will be funded from drawdowns under the Acquisition Facility.

Jefferies, in its capacity as lead financial adviser to LXi, is satisfied that sufficient cash resources are

available to LXi to satisfy in full the cash consideration payable to SIR Shareholders under the terms

of the Merger.

Further details of the financing arrangements are set out in Part 9 (Additional Information) of this

document.

13.    PARTIAL CASH ALTERNATIVE                                                                                          

A partial cash alternative will be made available under which SIR Shareholders can elect to receive

cash instead of some or potentially all of the New LXi Shares to which they would otherwise be

entitled under the Merger. The maximum aggregate amount of the Partial Cash Alternative will not

exceed £385 million, representing 25 per cent. of the total value of the consideration offered to SIR

Shareholders under the terms of the Merger.

SIR Shareholders who validly elect to receive the Partial Cash Alternative for up to a basic

entitlement of 118.880 pence in cash per SIR Share sold pursuant to the Merger will receive the full

amount of cash for which they have elected (and a matching reduction in the proportion of New LXi

Shares receivable). SIR Shareholders who elect to receive the basic entitlement of 118.880 pence

in cash per SIR Share will also receive 2.488 New LXi Shares for each SIR Share. SIR Shareholders

may elect to receive cash consideration less than or in excess of their basic entitlement, in which

case the number of New LXi Shares they receive will be adjusted accordingly. Elections to receive

cash in excess of this basic entitlement may be scaled back, depending upon the overall level of

take-up of the Partial Cash Alternative.

The Partial Cash Alternative will be funded from the Acquisition Facility. Further details of the

Acquisition Facility are set out in paragraph 11.4 of Part 9 (Additional Information) of this document.

Further details in relation to the Partial Cash Alternative are contained in the Scheme Document and

the related Form of Election.

If valid elections for the Partial Cash Alternative would otherwise result in the payment of more than

£385 million, SIR Shareholders who have elected to receive the Partial Cash Alternative in excess of

their basic entitlement of 118.880 pence in cash per SIR Share will be scaled back as nearly as is

practicable on a pro rata basis in respect of such excess elections, with the balance of entitlements

being satisfied in New LXi Shares on the basis of the Exchange Ratio (other than fractional

entitlements). If valid elections for the Partial Cash Alternative are in aggregate no more than £385

million, all elections for the Partial Cash Alternative will be met in full.
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If elections for the Partial Cash Alternative are such that £385 million (being the maximum

aggregate amount of the Partial Cash Alternative) is paid to SIR Shareholders, LXi would issue

approximately 806,112,876 New LXi Shares pursuant to the Merger and would have approximately

1,717,682,617 LXi Shares in issue and SIR Shareholders would together hold approximately 47 per

cent. of the LXi Shares in issue upon the Scheme becoming Effective. If no elections are made for

the Partial Cash Alternative, LXi would issue approximately 1,074,817,168 New LXi Shares pursuant

to the Merger. As a result of the Merger, LXi would, in those circumstances, have approximately

1,986,386,909 LXi Shares in issue and SIR Shareholders would together hold approximately 54 per

cent. of the LXi Shares in issue upon the Scheme becoming Effective.

The Partial Cash Alternative will not affect the entitlements of those SIR Shareholders who do not

elect for it, each of whom would receive 3.32 New LXi Shares for each SIR Share in accordance with

the terms of the Scheme.

The availability of the Partial Cash Alternative is conditional upon the Scheme becoming Effective.

14.    STRUCTURE OF THE MERGER                                                                                           

It is intended that the Merger will be implemented by means of a Court-sanctioned scheme of

arrangement between SIR and the Scheme Shareholders under Part 26 of the Companies Act. This

process involves, among other things, an application by SIR to the Court to sanction the Scheme. If

the Court sanctions the Scheme and the Scheme, therefore, becomes Effective, the Scheme Shares

will be transferred to LXi in consideration for which each Scheme Shareholder will receive the New

LXi Shares to which they are entitled and/or any cash payable to them pursuant to the Partial Cash

Alternative, on the basis set out in paragraph 2 (Summary of the terms of the Merger) of this Part

1. The purpose of the Scheme is to provide for LXi to become the holder of the entire issued ordinary

share capital of SIR.

Upon the Scheme becoming Effective it will be binding on all Scheme Shareholders, irrespective of

whether or not they attended or voted at the SIR Court Meeting and the SIR General Meeting (and

if they attended and voted, whether or not they voted in favour).

The Merger is subject to the terms and conditions set out in the Scheme Document, which

was published by SIR today and is available on SIR’s website at

https://www.secureincomereit.co.uk/investor-centre/recommended-offer-for-secure-income-reit-

plc/and LXi’s website at https://www.lxireit.com/proposed-offer-for-secure-income-disclaimer, and

will only become Effective if, among other things, the following events occur on or before the Long

Stop Date (or such later date as LXi and SIR may, with the consent of the Panel, agree and, if

required, the Court may allow):

(i)      a resolution to approve the Scheme is passed by a majority in number of the Scheme

Shareholders present and voting (and entitled to vote) at the SIR Court Meeting, whether in

person or by proxy, representing 75 per cent. or more in value of each class of the Scheme

Shares held by those Scheme Shareholders;

(ii)     the SIR Resolutions are passed at the SIR General Meeting by the requisite majorities of votes

validly cast on the SIR Resolutions, whether in person or by proxy;

(iii)    the approval of the Merger Resolution by LXi Shareholders at the LXi General Meeting;

(iv)    following the SIR Meetings, the Scheme is sanctioned by the Court (without modification, or

with modification on terms agreed by LXi and SIR);

(v)     the FCA having acknowledged to LXi or its agent (and such acknowledgement not having been

withdrawn) that the application for the admission of the New LXi Shares to the Official List

with a Premium segment listing has been approved and (after satisfaction of any conditions

to which such approval is expressed to be subject) will become effective as soon as a dealing

notice has been issued by the FCA and any listing conditions having been satisfied;

(vi)    the London Stock Exchange having acknowledged to LXi or its agent (and such

acknowledgement not having been withdrawn) that the New LXi Shares will be admitted to

trading on the premium segment of the Main Market; and
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(vii)   delivery of the Court Order having been made to the Registrar of Companies.

The Prestbury Acquisition outlined in paragraph 6 (Prestbury Acquisition) above constitutes an

arrangement with a SIR Shareholder made when the Merger was reasonably in contemplation and

to which favourable conditions are attached which are not being extended to all SIR Shareholders.

Rule 16 of the Takeover Code provides that, except with the consent of the Panel, an offeror or

persons acting in concert with it may not make any arrangements with shareholders and may not

deal or enter into arrangements to deal in shares of the offeree company, or enter into arrangements

which involve acceptance of an offer, either during an offer or when one is reasonably in

contemplation, if there are favourable conditions attached which are not being extended to all

shareholders.

For the purposes of Rule 16, the Panel has provided its consent to the Prestbury Acquisition subject

to confirmation from Rothschild & Co that the terms of the Prestbury Acquisition are fair and

reasonable so far as SIR Shareholders are concerned (which is set out in paragraph 6 (Prestbury

Acquisition) above) and provided that the Prestbury Acquisition is approved by Independent SIR

Shareholders at the SIR General Meeting. Such vote must be taken on a poll.

Completion of the Merger will be conditional upon passing of the resolution at the SIR General

Meeting approving the Prestbury Acquisition by Independent SIR Shareholders.

Upon the Scheme becoming Effective (i) it will be binding on all Scheme Shareholders, irrespective

of whether or not they attended or voted at the SIR Meetings (and if they attended and voted,

whether or not they voted in favour); and (ii) share certificates in respect of SIR Shares will cease

to be valid and entitlements to SIR Shares held within the CREST system will be cancelled. In

accordance with the applicable provisions of the Takeover Code, the consideration payable in cash

for the transfer of the Scheme Shares to LXi will be despatched no later than 14 days after the

Effective Date.

LXi will announce completion of the Merger through an RIS as soon as practicable following

Admission.

Fractions of New LXi Shares will not be allotted or issued pursuant to the Scheme and entitlements

will be rounded down to the nearest whole number of New LXi Shares. Fractional entitlements to

New LXi Shares will be aggregated and sold in the UK market as soon as practicable after the

Effective Date and the net proceeds of sale (after deduction of all expenses and commissions

incurred in connection with the sale) will be distributed by LXi pro rata to SIR Shareholders entitled

thereto. However, individual entitlements to amounts of less than £5 will not be paid to SIR

Shareholders but will be retained for the benefit of the Combined Group.

The Scheme will lapse if:

•        the SIR Court Meeting and the SIR General Meeting are not held on or before the 22nd day

after the expected date of such SIR Meetings, set out in the Scheme Document (or such later

date as may be agreed between LXi and SIR with the consent of the Panel (and that the Court

may allow if required));

•        the Scheme Sanction Hearing is not held on or before the 22nd day after the expected date

of the Scheme Sanction Hearing, to be set out in the Scheme Document in due course (or

such later date as may be agreed between LXi and SIR with the consent of the Panel (and that

the Court may allow if required)); or

•        the Scheme does not become Effective on or before the Long Stop Date,

provided, however, that the deadlines for the timing of the SIR Court Meeting, the SIR General

Meeting and the Scheme Sanction Hearing, to be set out in the Scheme Document in due course,

may be waived by LXi, and the Long Stop Date may be extended by agreement in writing between

LXi and SIR (with the Panel’s consent and as the Court may allow, if such consent and/or approval

is/are required). If any of the dates and/or times in the Scheme Document change, the revised dates

and/or times will be notified to SIR Shareholders by announcement through a Regulatory

Information Service, with such announcement being made available on SIR’s website at

https://www.secureincomereit.co.uk/investor-centre/recommended-offer-for-secure-income-reit-

plc/.
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The Scheme Document includes full details of the Scheme, together with notices of the SIR Court

Meeting and the SIR General Meeting and the expected timetable, and specifies the action to be

taken by Scheme Shareholders.

Subject, amongst other things, to the satisfaction or waiver of the Conditions, it is expected that the

Scheme will become Effective in July 2022. The Scheme will be governed by English law. The

Scheme will be subject to the applicable requirements of the Takeover Code, the Panel, the FCA, the

AIM Rules, the Listing Rules and the London Stock Exchange.

15.    RESERVING THE RIGHT TO PROCEED BY WAY OF AN OFFER

Subject to obtaining the consent of the Panel, LXi reserves the right to elect to implement the Merger

by way of a Takeover Offer as an alternative to the Scheme. In such event, the Takeover Offer will

be implemented on substantially the same terms (subject to appropriate amendments), so far as

applicable, as those which would apply to the Scheme including (without limitation) the inclusion of

an acceptance condition set at 90 per cent. of the SIR Shares (or such other percentage as LXi may,

subject to the rules of the Takeover Code and with the consent of the Panel, decide, being in any

case more than 50 per cent. of the SIR Shares), or any amendments required by applicable law.

If the Merger is effected by way of a Takeover Offer and such Takeover Offer becomes or is declared

unconditional in all respects and sufficient acceptances are received LXi intends to: (i) request the

London Stock Exchange to cancel trading in SIR Shares; (ii) request the FCA to cancel the listing of

the SIR Shares on the Official List; and (iii) exercise its rights to apply the provisions of Chapter 3

of Part 28 of the Companies Act to acquire compulsorily the remaining SIR Shares in respect of which

the Takeover Offer has not been accepted.

16.    THE NEW LXI SHARES                                                                                                      

The New LXi Shares will be issued credited as fully paid and will rank pari passu in all respects with

the Existing LXi Shares, including the right to receive all dividends and other distributions (if any)

declared, paid or made by LXi by reference to a record date falling after the Effective Date. The New

LXi Shares will be created under the Companies Act and the legislation made thereunder, will be

issued in registered form and will be capable of being held in both certificated and uncertificated

form. The other rights attached to the New LXi Shares are set out in paragraph 6 of Part 9 (Additional

Information) of this document. Approval of the issue of the New LXi Shares will be sought at the LXi

General Meeting pursuant to the Merger Resolution.

17.    LISTING, DEALING AND SETTLEMENT OF THE NEW LXI SHARES                                  

The LXi Shares are listed on the premium segment of the Official List of the FCA and admitted to

trading on the premium segment of the London Stock Exchange’s Main Market. As the Merger

constitutes a reverse takeover under the Listing Rules, upon completion of the Merger, the admission

of the Existing LXi Shares in issue immediately prior to completion of the Merger to the premium

segment of the Official List of the FCA and to trading on the premium segment of the London Stock

Exchange’s Main Market will be cancelled (“Cancellation”). Applications will be made to the FCA and

to the London Stock Exchange, respectively, for (i) those LXi Shares subject to Cancellation to be

simultaneously re-admitted to the premium segment of the Official List and to trading on the

premium segment of the Main Market; and (ii) the New LXi Shares issued pursuant to the Merger to

be admitted to the premium segment of the Official List and to trading on the premium segment of

the Main Market (together, “Admission”). It is expected that Admission will become effective and

that dealings on the London Stock Exchange in the LXi Shares will commence at 8.00 a.m. (London

time) on 7 July 2022.

No application is currently intended to be made for the Existing LXi Shares or the New LXi Shares

to be admitted to listing or dealing on any other exchange.

The Existing LXi Shares are already admitted to CREST. It is expected that all of the New LXi Shares,

when issued and fully paid, will be capable of being held and transferred by means of CREST. The

New LXi Shares will trade under the same ISIN as the Existing LXi Shares.
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18.    DEALINGS, CANCELLATION OF ADMISSION TO TRADING ON AIM OF SIR SHARES

AND RE-REGISTRATION

Prior to the Scheme becoming Effective, an application will be made to AIM for the cancellation of

trading of the SIR Shares on AIM and the London Stock Exchange will be requested to cancel the

listing of SIR Shares on AIM to take effect on the Effective Date. The last day of dealings in, and for

registration of transfers of, SIR Shares is expected to be 5 July 2022 and at the close of business

on that date the trading of SIR Shares on AIM will be suspended. No transfers of SIR Shares will be

registered after this date.

Share certificates in respect of the SIR Shares will cease to be valid and should be destroyed on the

first Business Day following the Effective Date. In addition, entitlements held within the CREST

system to the SIR Shares will be cancelled on the first Business Day following the Effective Date.

On the Effective Date, LXi will acquire SIR Shares fully paid and free from all liens, equitable

interests, charges, encumbrances and other third party rights of any nature whatsoever and

together with all rights attaching to them including the right to receive all dividends and distributions

(if any) declared or made after the Effective Date.

It is intended that SIR will be re-registered as a private limited company as part of the Scheme and

this will take effect as soon as practicable following the Effective Date and after the delisting and

cancellation of admission to trading of the SIR Shares on AIM.

19.    LXI GENERAL MEETING                                                                                                    

You will find set out at the end of this document a Notice of General Meeting convening the LXi

General Meeting to be held on 22 June 2022 at 10.00 a.m. at which the Merger Resolution will be

proposed. The full text of the Notice of General Meeting and the Merger Resolution is set out in

Part 11 (Notice of General Meeting) of this document.

As noted in the Conditions to the Scheme described above, the implementation of the Merger is

conditional upon the passing of the following ordinary resolution, being the Merger Resolution:

(i)      to approve the Merger as a reverse takeover for the purposes of Chapter 10 of the Listing

Rules and authorise the LXi Directors to take all steps and enter all agreements and

arrangements necessary or appropriate to implement the Merger;

(ii)     to approve the attendant amendments required to the Existing Investment Policy in

connection with the Merger; and

(iii)    to authorise the LXi Directors generally and unconditionally to allot and issue the New LXi

Shares in connection with the Merger up to an aggregate nominal amount of £10,748,171.68

which represents 118 per cent. of LXi’s issued share capital as at the Latest Practicable Date.

If granted this authority will expire on 31 December 2022 (unless previously revoked,

renewed or varied by the Company in general meeting).

The full text of the Merger Resolution is set out in the Notice of General Meeting in Part 11 (Notice

of General Meeting) of this document. If the Merger Resolution is not passed by the LXi

Shareholders at the LXi General Meeting, the Merger will not proceed.

The Company is calling the LXi General Meeting on less than 21 days’ notice as permitted by the

enabling resolution passed at the Company’s annual general meeting held on 14 July 2021. The

Company considers doing so to be merited by the business of the meeting and considers proceeding

to completion of the Merger as soon as possible and minimising the risk of events arising which may

result in the Merger not proceeding, to be to the advantage of LXi Shareholders as a whole.

20.    IRREVOCABLE UNDERTAKINGS

Each LXi Director who holds LXi Shares has irrevocably undertaken to vote or procure votes in favour

of the Merger Resolution to be proposed at the LXi General Meeting in respect of his/her beneficial

holdings (and the beneficial holdings which are under his/her control and those of his/her close

relatives) of 403,564 LXi Shares, in aggregate, representing approximately 0.04 per cent, of LXi’s

issued ordinary share capital as at 10 May 2022 (being the last Business Day prior to the
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commencement of the Offer Period). These irrevocable undertakings will cease to be binding if:

(i) the Merger terminates, lapses or is withdrawn in accordance with its terms; or (ii) the Scheme

has not become Effective, or the Takeover Offer has not been declared unconditional in all respects

(as the case may be), in accordance with the requirements of the Takeover Code by 6.00 p.m. on

the Long Stop Date, or such later time or date as agreed between SIR and LXi with the approval of

the Court and/or the Panel, if required.

21.    ACTION TO BE TAKEN IN RESPECT OF THE LXI GENERAL MEETING

LXi is seeking approval of the Merger at the LXi General Meeting and your support is important to

us.

To vote on the Merger Resolution you may vote:

•        by logging on to www.SignalShares.com and following the instructions;

•        by requesting a hard copy form of proxy directly from the Company’s registrars, Link Group;

•        in the case of CREST members, by utilising the CREST electronic proxy appointment service;

•        if you are an institutional investor you may be able to appoint a proxy electronically via the

Proxymity platform at www.proxymity.io.

Whether or not you intend to be present at the LXi General Meeting in person, in order for a proxy

appointment to be valid it is important that you have recorded proxy details using one of the

methods set out above by no later than 10.00 a.m. on 20 June 2022. Appointment of a proxy will

not preclude you from attending the LXi General Meeting in person, if you so wish and are entitled.

If you are an institutional investor you may be able to appoint a proxy electronically via the

Proxymity platform, a process which has been agreed by the Company and approved by the

Registrar. For further information regarding Proxymity, please go to www.proxymity.io. Your proxy

must be lodged by 10.00 a.m. on 20 June 2022 in order to be considered valid. Before you can

appoint a proxy via this process you will need to have agreed to Proxymity’s associated terms and

conditions. It is important that you read these carefully as you will be bound by them and they will

govern the electronic appointment of your proxy.

Further details are set out in the Notice of General Meeting at the end of this document.

Recipients of this document who are the beneficial owners of LXi Shares held through a nominee

should follow the instructions provided by their nominee or their professional adviser if no

instructions have been provided.

If you have any queries relating to this document or attending and voting at the LXi General Meeting,

please telephone the Registrar on the following number 0321 664 0321.

22.    RISKS AND ADDITIONAL INFORMATION

Your attention is drawn to the further information set out in Part 3 (Information on SIR) and Part 9

(Additional Information) of this document and, in particular, to the section entitled “Risk Factors” on

pages 13 to 27 of this document.

LXi Shareholders and prospective investors are advised to read the whole of the document and not

rely only on the summary information presented in this letter.

23.    OVERSEAS SHAREHOLDERS

General

The availability of New LXi Shares under the Merger to SIR Shareholders who are not resident in the

UK may be affected by the laws of the relevant jurisdictions in which they are resident. This

document has been prepared for the purpose of complying with English law and applicable

regulations and the information disclosed may not be the same as that which would have been

disclosed if this document had been prepared in accordance with the laws of jurisdictions outside of

England. Overseas Shareholders should inform themselves about and should observe any applicable
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legal or regulatory requirements and, in case of doubt, should consult their own legal and tax

advisers with respect to the legal and tax consequences of the Merger in their particular

circumstances. It is the responsibility of all Overseas Shareholders to satisfy themselves as to the

full compliance of the laws of the relevant jurisdiction in connection therewith, including

the obtaining of any governmental, exchange control or other consents which may be required, or

the compliance with other necessary formalities which are required to be observed and the payment

of any issue, transfer or other taxes due in such jurisdiction.

This document does not constitute an offer to sell or issue or the solicitation of an offer to buy,

acquire or subscribe for shares in the capital of LXi in any Excluded Territory or to any person to

whom it is unlawful to make such offer or solicitation. None of the securities referred to in this

document shall be sold, issued or transferred in any jurisdiction in contravention of applicable law

and/or regulation.

Additional information for United States investors

The Merger relates to the shares of an English company and is being made by means of a scheme

of arrangement provided for under English company law. A transaction effected by means of a

scheme of arrangement is not subject to the tender offer rules or the proxy solicitation rules under

the US Exchange Act. Accordingly, the Merger is subject to the disclosure and procedural

requirements and practices applicable in the United Kingdom to schemes of arrangement which

differ from the disclosure requirements of United States tender offer and proxy solicitation rules.

The financial information included in this document (or, if the Merger is implemented by way of a

Takeover Offer, the Offer Document) has been or will have been prepared in accordance with

International Financial Reporting Standards and thus may not be comparable to the financial

information of US companies or companies whose financial statements are prepared in accordance

with generally accepted accounting principles in the United States.

The New LXi Shares to be issued under the Scheme have not been and will not be registered under

the US Securities Act or under any laws or with any securities regulatory authority of any state or

other jurisdiction of the United States and may only be offered or sold in the United States in reliance

on an exemption from the registration requirements of the US Securities Act and applicable US state

securities laws. The New LXi Shares are expected to be issued in reliance upon the exemption from

the registration requirements of the US Securities Act provided by Section 3(a)(10) thereof.

For the purposes of qualifying for the exemption from the registration requirements of the US

Securities Act afforded by Section 3(a)(10) thereunder, SIR will advise the Court that its sanctioning

of the Scheme will be relied on by LXi as an approval of the Scheme following a hearing on the

fairness of the terms and conditions of the Scheme to SIR Shareholders, at which Court hearing all

SIR Shareholders are entitled to attend in person or through counsel to support or oppose the

sanctioning of the Scheme and with respect to which notification has been given to all such holders.

None of the securities referred to in this document have been approved or disapproved by the United

States Securities and Exchange Commission or any US state securities commission, nor have any

such authorities passed judgment upon the fairness or the merits of the Merger or determined if this

document is accurate or complete. Any representation to the contrary is a criminal offence in the

United States.

However, if, in the future, LXi exercises the right to implement the Merger by way of a Takeover Offer

and determines to extend the offer into the United States, the Takeover Offer will be made in

compliance with applicable United States tender offer and securities laws and regulations and the

requirements of US state securities laws, in each case, to the extent any exemptions thereunder are

not applicable.

Under US federal securities laws, a SIR Shareholder who is an “affiliate” of LXi within 90 days prior

to, or at any time following, the date upon which the Court Order is filed at U.K. Companies House

will be subject to certain US transfer restrictions relating to the New LXi Shares received in

connection with the Merger pursuant to a scheme of arrangement under the laws of England and

Wales. The New LXI Shares held by such affiliates may not be sold without registration under the

Securities Act, except pursuant to the applicable resale provisions of Rule 144 under the Securities

Act or another available exemption from the registration requirements of the Securities Act,
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including transactions conducted pursuant to Regulation S under the Securities Act. Whether a

person is an “affiliate” of a company for such purposes depends upon the circumstances, but

affiliates of a company can include certain officers, directors and significant shareholders. A person

who believes that he or she may be an affiliate of LXi should consult his, her or its own legal advisers

prior to any sale of any New LXi Shares.

A US holder of SIR Shares should be aware that the transactions contemplated herein may have tax

consequences for US federal income tax purposes and under applicable US state and local, as well

as foreign and other, tax laws. Each SIR Shareholder is therefore urged to consult with legal, tax

and financial advisers in connection with making a decision regarding the Merger.

It may be difficult for US holders of SIR Shares to enforce their rights and any claims arising out of

US federal laws, since each of LXi and SIR are located in a non-US jurisdiction, and some or all of

their officers and directors may be residents of a non-US jurisdiction. US holders of SIR Shares may

not be able to sue a non-US company or its officers or directors in a non-US court for violations of

US securities laws. Further, it may be difficult to compel a non-US company and its affiliates to

subject themselves to a US court’s judgement.

To the extent permitted by applicable law, in accordance with normal UK practice, LXi, certain

affiliated companies and their nominees or brokers (acting as agents), may from time to time make

certain purchases of, or arrangements to purchase, SIR Shares outside of the US, other than

pursuant to the Merger, until the date on which the Merger and/or Scheme becomes Effective, lapses

or is otherwise withdrawn. If such purchases or arrangements to purchase were to be made they

would occur either in the open market at prevailing prices or in private transactions at negotiated

prices and comply with applicable law, including the US Exchange Act. Any information about such

purchases will be disclosed as required in the UK, will be reported to the Regulatory News Service

of the London Stock Exchange and will be available on the London Stock Exchange website at

www.LondonStockExchange.com.

24.    TAXATION

Information regarding taxation in the UK in relation to the LXi Shares is set out in Part 8 (REIT Status

and Taxation) of this document. LXi Shareholders and prospective investors who are in any doubt

as to their tax position, or who are subject to tax in any other jurisdiction, should consult their

appropriate professional adviser as soon as possible.

25.    SIR BOARD RECOMMENDATION

The SIR Directors, who have been so advised by Rothschild & Co and Stifel (together, Rothschild &

Co and Stifel being the “Joint Rule 3 Advisers”) as to the financial terms of the Merger, consider

the terms of the Merger to be fair and reasonable. In providing their advice to the SIR Directors, the

Joint Rule 3 Advisers have each taken into account the commercial assessments of the SIR Directors.

The Joint Rule 3 Advisers are providing independent financial advice to the SIR Directors for the

purposes of Rule 3 of the Takeover Code.

Accordingly, the SIR Directors recommend unanimously that SIR Shareholders vote in favour of the

Scheme at the SIR Court Meeting (or, in the event that the Merger is implemented by a Takeover

Offer, to accept such Takeover Offer) and in favour of the SIR Resolutions to be proposed at the SIR

General Meeting both in relation to the Merger and the Prestbury Acquisition, as the SIR Directors

have irrevocably undertaken to do in respect of their own beneficial holdings of, in aggregate,

306,858 SIR Shares, representing approximately 0.09 per cent. of the issued ordinary share capital

of SIR on 10 May 2022 (being the last Business Day before the commencement of the Offer Period).5

In addition, the Prestbury Management Team is fully supportive of the Merger and, accordingly, each

member of the Prestbury Management Team with a direct personal holding of SIR Shares and the

associated entities of the Prestbury Management Team have irrevocably undertaken to vote (save in

respect of the resolution relating to the Prestbury Acquisition which is subject to the approval of

Independent SIR Shareholders at the SIR General Meeting in accordance with Rule 16 of the
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undertakings, described in the following paragraph.



Takeover Code and in respect of which they will not be permitted to vote their interests) in favour

of the resolutions relating to the Merger at the SIR Meetings (or, in the event that the Merger is

implemented by a Takeover Offer, to accept such Takeover Offer), in respect of, in aggregate,

38,980,205 SIR Shares, representing approximately 12.0 per cent. of the issued ordinary share

capital of SIR on 10 May 2022 (being the last Business Day before the commencement of the Offer

Period).

26.    LXI BOARD RECOMMENDATION                                                                                      

The LXi Board, which has been so advised by Jefferies as to the financial terms of the Merger,

considers the Proposals to be in the best interests of LXi Shareholders as a whole. In providing its

advice, Jefferies has taken into account the commercial assessments of the LXi Board.

The Merger constitutes a reverse takeover for LXi for the purposes of the Listing Rules. Accordingly,

the Merger will be conditional on the approval of the LXi Shareholders of the Merger and related

matters at the LXi General Meeting. The Merger Resolution is an ordinary resolution seeking

shareholder approval of the Merger, certain amendments to LXi’s investment policy required in order

to effect the Merger and the authority to issue and allot the New LXi Shares.

The LXi Board recommends unanimously that LXi Shareholders vote in favour of the Merger

Resolution to be proposed at the LXi General Meeting which is to be convened to approve the Merger

and related matters, as the LXi Directors have irrevocably undertaken to do in respect of their own

holdings of, in aggregate, 403,564 LXi Shares, representing approximately 0.04 per cent. of the

ordinary share capital of LXi in issue as at 10 May 2022 (being the last Business Day prior to the

commencement of the Offer Period).

Yours faithfully,

Cyrus Ardalan

Chairman of LXi REIT plc
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Appendix – Proposed New Investment Policy

The full text of the Proposed New Investment Policy is set out below. The proposed new text appears

in bold and is underlined. The deleted text has been struck through.

Investment Policy

The Company targets inflation-protected income and capital returns through its diversified portfolio

of UK property assets, let or pre-let to a broad range of tenants with strong financial covenants on

long and index-linked leases.

The Company invests in these assets directly or through holdings in special purpose vehicles and

seeks to acquire high quality properties, taking into account the following key investment

considerations:

•        the properties will be let or pre-let to institutional-grade tenants, with strong financial

covenants and a proven operating track record;

•        long unexpired lease terms (typically 20 to 30 years to expiry or first break);

•        rent reviews to be inflation-linked or contain fixed uplifts; and

•        each property should demonstrate strong residual land value characteristics.

The Company targets a wide range of defensive and robust sectors, including, but not limited to,

office, leisure, industrial, distribution and alternatives – including hotels, serviced apartments,

affordable housing and student accommodation. It also focuses on growth sub-sector areas such as

discount foodstores, budget hotel operators and “last mile” distribution units fuelled by online retail.

The Company seeks to only acquire assets let or pre-let to tenants with strong financial covenants

and on long leases (typically 20 to 30 years to expiry or first break), with index-linked or fixed rental

uplifts, in order to provide security of income and low cost of debt. The Company only invests in

assets with leases containing regular upward-only rental reviews. These reviews typically link the

growth in rents to an inflation index such as RPI, RPIX or CPI (with potentially a minimum and

maximum level) or alternatively may have a fixed growth rate.

The Company neither undertakes any direct development activity nor assumes direct development

risk. However, the Company may invest in fixed-price forward funded developments, provided they

are pre-let to tenants with strong financial covenants and full planning permission is in place. In such

circumstances, the Company will seek to negotiate the receipt of immediate income from the asset,

such that the developer is paying the Company a return on its investment during the construction

phase and prior to the tenant commencing rental payments under the terms of the lease.

Where the Company invests in forward funded developments:

•        the Company will not acquire the land until full planning consent and tenant pre-lets are in

place;

•        the Company will pay a fixed price for the forward funded purchase, covering land,

construction cost and developer’s profit;

•        all cost overruns will be the responsibility of the developer/contractor; and

•        if there is a delay to completion of the works, this will be a risk for the developer/contractor,

as they will pay the Company interest/rent until practical completion occurs.

The Company may utilise derivative instruments for efficient portfolio management. The Company

may engage in full or partial interest rate hedging or otherwise seek to mitigate the risk of interest

rate increases as part of the Company’s portfolio management.

The Company does not invest in other investment funds.

Investment restrictions

The Company invests and manages its assets with the objective of spreading risk and has the

following investment restrictions which, in each case, apply at the time of investment:

•        at the time of acquisition of an investment, the value of the property to which the investment

relates will represent no more than 30 per cent. of the higher of: (i) Gross Asset Value; or
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(ii) where the Company has not yet become fully geared, Gross Asset Value adjusted on the

assumption that the Company’s property portfolio is geared at 30 per cent. loan to value;

•        at the time of acquisition of an investment, the aggregate maximum exposure to any tenant

to which the investment relates, will be no more than 30 per cent. of the higher of: (i) Gross

Asset Value; or (ii) where the Company has not yet become fully geared, Gross Asset Value

adjusted on the assumption that the Company’s property portfolio is geared at 30 per cent.

loan to value;

•        the Company shall not invest more than 5 per cent. of the Company’s Gross Asset

Value (in aggregate) in property assets located outside of the UK; and

•        the Company will invest in no fewer than two sectors at any time.

The Company is not required to dispose of any investment or to rebalance its portfolio as a result of

a change in the respective valuations of its assets.

The Directors are focused on delivering capital growth over the medium-term and reinvest proceeds

from disposals of assets in accordance with the Company’s investment policy. However, should the

Company  fail  to  re-invest  the  proceeds  or  part  proceeds  from any disposal within  12 months  of

receipt  of  the  net  proceeds,  the  Directors  intend  to  return  those  proceeds  or  part  proceeds  to

Shareholders in a tax efficient manner as determined by the Directors from time to time.

Cash  held  for  working  capital  purposes  or  received  by  the  Company  pending  reinvestment  or

distribution is held in sterling only and invested in cash, cash equivalents, near cash instruments and

money market instruments.

The Directors currently intend at all times to conduct the affairs of the Company so as to enable it

to continue to qualify as a REIT for the purposes of Part 12 of the CTA 2010 (and the regulations

made thereunder).

The Company at all times invests and manages its assets in a way that is consistent with its objective

of spreading investment risk and in accordance with its published investment policy and will not at

any  time  conduct  any  trading  activity  which  is  significant  in  the  context  of  the  business  of  the

Company as a whole.

Borrowing policy

The Company seeks to utilise borrowings to enhance equity returns.

The level of borrowing is on a prudent basis for the asset class, and seeks to achieve a low cost of

funds, whilst maintaining flexibility in the underlying security requirements and the structure of the

Company.

The Directors intend that the Company will maintain a conservative level of aggregate borrowings

with a medium-term target of 30 per cent. of the Company’s Gross Asset Value and a maximum level

of  aggregate  borrowings  of 35 40 per  cent.  of  the Company’s Gross Asset  Value  at  the  time  of

drawdown of the relevant borrowings.

Debt is secured at asset level and potentially at Company or SPV level, depending on the optimal

structure for the Company and having consideration to key metrics including lender diversity, debt

type and maturity profiles.

In  the event of a breach of  the  investment policy and  investment  restrictions set out above,  the

Directors, upon becoming aware of such breach, will consider whether the breach is material, and if

it is, notification will be made by an RIS announcement.

No material change will be made to the investment policy without the approval of Shareholders by

ordinary resolution at a general meeting, which will also be notified by an RIS announcement.
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Part 2

Information on the LXi Group

1.      Introduction to the Company

LXi REIT plc is a closed-ended investment company incorporated in England and Wales on

21 December 2016 and registered as an investment company under Section 833 of the Companies

Act. The Company conducts its affairs so as to enable it to continue to qualify as a REIT for the

purposes of Part 12 of the CTA 2010 (and the regulations made thereunder). The Company’s

ordinary shares are admitted to the premium listing segment of the Official List of the Financial

Conduct Authority and are traded on the premium segment of the London Stock Exchange’s Main

Market.

The Company is part of the FTSE 250 Index, which comprises the equities of the 101st to the 350th

largest companies that are traded on the Main Market, and the FTSE EPRA/NAREIT Global Real

Estate Index Series, which represents general trends in eligible real estate equities worldwide and

is widely followed by global real estate investors.

2.      Investment objective                                                                                                       

The investment objective of the Company is to deliver inflation-protected income and capital growth

over the medium-term for Shareholders through investing in a diversified portfolio of UK property

that benefits from long-term index-linked leases with institutional-grade tenants.

3.      Investment policy                                                                                                            

The Company targets inflation-protected income and capital returns through its diversified portfolio

of UK property assets, let or pre-let to a broad range of tenants with strong financial covenants on

long and index-linked leases.

The Company invests in these assets directly or through holdings in special purpose vehicles and

seeks to acquire high quality properties, taking into account the following key investment

considerations:

•        the properties will be let or pre-let to institutional-grade tenants, with strong financial

covenants and a proven operating track record;

•        long unexpired lease terms (typically 20 to 30 years to expiry or first break);

•        rent reviews to be inflation-linked or contain fixed uplifts; and

•        each property should demonstrate strong residual land value characteristics.

The Company targets a wide range of defensive and robust sectors, including, but not limited to,

office, leisure, industrial, distribution and alternatives – including hotels, serviced apartments,

affordable housing and student accommodation. It also focuses on growth sub-sector areas such as

discount foodstores, budget hotel operators and “last mile” distribution units fuelled by online retail.

The Company seeks to only acquire assets let or pre-let to tenants with strong financial covenants

and on long leases (typically 20 to 30 years to expiry or first break), with index-linked or fixed rental

uplifts, in order to provide security of income and low cost of debt. The Company only invests in

assets with leases containing regular upward-only rental reviews. These reviews typically link the

growth in rents to an inflation index such as RPI, RPIX or CPI (with potentially a minimum and

maximum level) or alternatively may have a fixed growth rate.

The Company neither undertakes any direct development activity nor assumes direct development

risk. However, the Company may invest in fixed-price forward funded developments, provided they

are pre-let to tenants with strong financial covenants and full planning permission is in place. In such

circumstances, the Company will seek to negotiate the receipt of immediate income from the asset,

such that the developer is paying the Company a return on its investment during the construction

phase and prior to the tenant commencing rental payments under the terms of the lease.
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Where the Company invests in forward funded developments:

•        the Company will not acquire the land until full planning consent and tenant pre-lets are in

place;

•        the Company will pay a fixed price for the forward funded purchase, covering land,

construction cost and developer’s profit;

•        all cost overruns will be the responsibility of the developer/contractor; and

•        if there is a delay to completion of the works, this will be a risk for the developer/contractor,

as they will pay the Company interest/rent until practical completion occurs.

The Company may utilise derivative instruments for efficient portfolio management. The Company

may engage in full or partial interest rate hedging or otherwise seek to mitigate the risk of interest

rate increases as part of the Company’s portfolio management.

The Company does not invest in other investment funds.

Investment restrictions                                                                                                             

The Company invests and manages its assets with the objective of spreading risk and has the

following investment restrictions which, in each case, apply at the time of investment:

•        at the time of acquisition of an investment, the value of the property to which the investment

relates will represent no more than 30 per cent. of the higher of: (i) Gross Asset Value; or

(ii) where the Company has not yet become fully geared, Gross Asset Value adjusted on the

assumption that the Company’s property portfolio is geared at 30 per cent. loan to value;

•        at the time of acquisition of an investment, the aggregate maximum exposure to any tenant

to which the investment relates, will be no more than 30 per cent. of the higher of: (i) Gross

Asset Value; or (ii) where the Company has not yet become fully geared, Gross Asset Value

adjusted on the assumption that the Company’s property portfolio is geared at 30 per cent.

loan to value; and

•        the Company will invest in no fewer than two sectors at any time.

The Company is not required to dispose of any investment or to rebalance its portfolio as a result of

a change in the respective valuations of its assets.

The Directors are focused on delivering capital growth over the medium-term and reinvest proceeds

from disposals of assets in accordance with the Company’s investment policy. However, should the

Company fail to re-invest the proceeds or part proceeds from any disposal within 12 months of

receipt of the net proceeds, the Directors intend to return those proceeds or part proceeds to

Shareholders in a tax efficient manner as determined by the Directors from time to time.

Cash held for working capital purposes or received by the Company pending reinvestment or

distribution is held in sterling only and invested in cash, cash equivalents, near cash instruments and

money market instruments.

The Directors currently intend at all times to conduct the affairs of the Company so as to enable it

to continue to qualify as a REIT for the purposes of Part 12 of the CTA 2010 (and the regulations

made thereunder).

The Company at all times invests and manages its assets in a way that is consistent with its objective

of spreading investment risk and in accordance with its published investment policy and will not at

any time conduct any trading activity which is significant in the context of the business of the

Company as a whole.

Borrowing policy                                                                                                                        

The Company seeks to utilise borrowings to enhance equity returns.

The level of borrowing is on a prudent basis for the asset class, and seeks to achieve a low cost of

funds, whilst maintaining flexibility in the underlying security requirements and the structure of the

Company.
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The Directors intend that the Company will maintain a conservative level of aggregate borrowings

with a medium-term target of 30 per cent. of the Company’s Gross Asset Value and a maximum level

of aggregate borrowings of 35 per cent. of the Company’s Gross Asset Value at the time of drawdown

of the relevant borrowings.

Debt is secured at asset level and potentially at Company or SPV level, depending on the optimal

structure for the Company and having consideration to key metrics including lender diversity, debt

type and maturity profiles.

In the event of a breach of the investment policy and investment restrictions set out above, the

Directors, upon becoming aware of such breach, will consider whether the breach is material, and if

it is, notification will be made by an RIS announcement.

No material change will be made to the investment policy without the approval of Shareholders by

ordinary resolution at a general meeting, which will also be notified by an RIS announcement.

4.      Proposed changes to the investment policy

Prospective investors should note that, in connection with the Merger, the Company is seeking

Shareholder authority at the LXi General Meeting to amend its Existing Investment Policy. Details of

the Proposed New Investment Policy are set out in the appendix to Part 1 (Letter from the Chairman)

of this document.

5.      Dividend policy and target total NAV return                                                                  

The Company aims to provide its Shareholders with secure and growing income, fully covered by the

Company’s adjusted earnings, along with capital growth over the medium-term.

The Company seeks to pay dividends on a quarterly basis in cash, by way of four equal dividends.

For the financial year ended 31 March 2022, the Company has a dividend target of 6 pence per LXi

Share in aggregate. The Company has declared and paid interim dividends of 1.5 pence per LXi

Share in respect of the quarter ended 30 June 2021, 1.5 pence per LXi Share in respect of the

quarter ended 30 September 2021 and 1.5 pence per LXi Share in respect of the quarter ended

31 December 2021. On 19 May 2022, in line with its stated dividend target, the Company announced

an interim dividend of 1.5 pence per LXi Share in respect of the quarter ended 31 March 2022,

payable on 24 June 2022 to LXi Shareholders on the register at 27 May 2022 (the “LXi Q4

Dividend”).

Holders of New LXi Shares will not be entitled to receive any dividends declared with a record date

prior to the date of their issue. The LXi Q4 Dividend has a record date prior to the issue of the New

LXi Shares pursuant to the Merger and, accordingly, SIR Shareholders who acquire New LXi Shares

pursuant to the Merger will not be entitled to receive the LXi Q4 Dividend in respect of those shares.

On 10 January 2022, the Company announced an annual dividend target for the financial year

ending 31 March 2023 of 6.3 pence per LXi Share in aggregate, paid on a quarterly basis in cash,

by way of four equal dividends.

The Company is targeting a total NAV return of a minimum of 8 per cent. per annum over the

medium-term.

The target dividends and total NAV return stated above are guidance levels or targets only and not

a profit forecast and there can be no assurance that they will be met. These targets have been

developed based upon assumptions with respect to future business decisions and conditions that are

subject to change, including the LXi Group’s execution of its investment objective and strategies, as

well as growth in the sectors and markets in which the LXi Group operates. As a result, the LXi

Group’s actual results may vary from the targets set out above and those variations may be

material. In setting these targets, the Board has applied appropriate sensitivities to contracted rental

income that reflect the possible impact of the COVID-19 pandemic and assessed the effect of such

sensitivities on the net earnings and liquidity of the LXi Group. These targets assume that future rent

collection is not materially lower than that achieved throughout the pandemic and the Board

reserves the right to withdraw or amend guidance in the event that rent collection materially

worsens. The Company does not undertake to publish updates as to its progress towards achieving
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any of these targets, including as it may be impacted by events or circumstances existing or arising

after the date of this document or to reflect the occurrence of unanticipated events or circumstances.

The Company has not defined by reference to specific periods the term “medium-term”. There can

be no assurance that these targets will be met and they should not be taken as an indication of the

LXi Group’s expected future results. Accordingly, potential investors should not place any reliance on

these targets in deciding whether or not to invest in the Company and should decide for themselves

whether or not the target dividend yield and target total NAV return are reasonable or achievable.

See also “Important Information – Forward-looking statements” above and the risk “The Company’s

targeted returns are based on estimates and assumptions that are inherently subject to significant

uncertainties and contingencies, and the actual rate of return may be materially lower than the

targeted returns” set out in the Risk Factors.

In order to comply with REIT status the Company is required to meet a minimum distribution test

for each year that it is a REIT. This minimum distribution test requires the Company to distribute 90

per cent. of the income profits of the Property Rental Business for each accounting period, as

adjusted for tax purposes.

6.      Valuation policy                                                                                                                

The LXi Group uses Knight Frank LLP as its External Valuer (as defined by the RICS Valuation –

Global Standards) for the purposes of establishing the fair value of its property portfolio. Valuations

of the LXi Group’s properties are conducted on a semi-annual basis as at 31 March and

30 September in each year. The latest valuation of the LXi Portfolio was undertaken as at 31 March

2022. This valuation report is included in Part A of Part 7 of this document. There has been no

material change to the values of the properties since 31 March 2022.

The valuations of the LXi Group’s properties are at fair value as determined by the Independent

Valuer on the basis of market value in accordance with the internationally accepted RICS Appraisal

and Valuation Standards. The valuations are based upon assumptions including future rental income

and the appropriate capitalisation rate and the Independent Valuer makes reference to market

evidence of transaction prices for similar properties.

Valuations will only be suspended in circumstances where the underlying information necessary to

value the Company’s properties cannot readily, or without undue expenditure, be obtained or in

other circumstances (such as a systems failure of the Independent Valuer) which prevents the

Company from making such valuations.

Details of each valuation, and of any suspension in the making of such valuations, are announced

by the Company by an RIS announcement as soon as practicable after the relevant valuation date.

7.      LXi Portfolio                                                                                                                      

Knight Frank valued the LXi Portfolio at £1,544.4 million as at 31 March 2022. This (unaudited)

valuation includes capital commitments on forward funded assets.

At 31 March 2022 the LXi Group had capital commitments of £56.2 million (30 September 2021:

£31.2 million) in relation to the cost to complete its forward funded pre-let development assets.

The properties comprising the LXi Portfolio were valued on an individual basis and no portfolio

premium has been applied. As at the Latest Practicable Date, the LXi Portfolio comprised 193,

including assets that had exchanged conditionally at that date, assets let or pre-let to over

70 institutional-grade tenants with strong financial covenants across eleven defensive and robust

property sectors and had a long weighted average unexpired lease term of 21 years to first break.

The LXi Portfolio was acquired at an average net initial yield of 5.5 per cent. (net of actual acquisition

costs). The blended valuation yield of the LXi Portfolio was 4.5 per cent. as at 31 March 2022,

reflecting an average yield spread of 100 basis points to the average net initial yield on acquisitions.

The LXi Portfolio is 100 per cent. let or pre-let under “triple net, full repairing and insuring leases”,

meaning that the tenant is obligated to pay all taxes, building insurance, other outgoings and repairs

and maintenance costs on the property, in addition to the rent and service charge.
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The LXi Portfolio provides a mix of pre-let forward funded and built asset acquisition structures. The

average valuation uplift on forward funded assets from investment price to the valuation as at

31 March 2022, including forward funded commitments, was 28 per cent., demonstrating the results

of successful execution of the Investment Advisor’s forward funding strategy. All forward funded

assets are income generative from the point of land completion. The total valuation across the entire

portfolio as at 31 March 2022 (£1,544.4 million) is 20 per cent. ahead of the aggregate purchase

price of those assets (which totals £1,285.1 million).

As at the Latest Practicable Date, the LXi Portfolio contained contracted annual passing rent of

£79.4 million, including assets that had exchanged conditionally at that date, of which 96 per cent.

was either fixed or linked to recognised inflation measures and the remaining 4 per cent. was subject

to upward only open market reviews. The 96 per cent. fixed and index linked rent reviews are

54 per cent. linked to RPI, 19 per cent. linked to CPI and the remaining 23 per cent. contain fixed

uplifts.

As at the Latest Practicable Date, the LXi Portfolio contained a mix of staggered five yearly rent

reviews (63 per cent.) and annual rent reviews (37 per cent.) which smooths income growth.

Unsolicited approaches are received by the Investment Advisor from time to time in respect of

certain of the Company’s properties. The Company has made selective disposals totalling over

£191.4 million to date in circumstances where an opportunity to reinvest the proceeds in accretive

assets has been identified, as well as to manage upwardly the unexpired lease term and certain

exposures of the LXi Portfolio. These disposals generated a blended geared IRR for the Company of

24 per cent. per annum.6

The table below summarises the 193 assets which form the LXi Portfolio as at the Latest Practicable

Date, including assets that had exchanged conditionally at that date:

                                                                                                             Percentage

                                                                                                                   of rents

                                                                                                                       index

Total          Rental                                    Valuation         Value                             linked   Number of

Sector rent1    exposure1     Valuation2           yield range   exposure     WAULT1        or fixed          assets

Foodstores and essentials £19.7m           22%      £386.3m     3.3% – 7.5%        25%           17           91%              36

Industrial £14.0m           18%      £352.4m     3.0% – 6.8%        23%           23         100%              22

Hotel £10.4m           14%      £212.6m     4.1% – 6.5%        14%           24         100%              22

Healthcare £6.3m            9%      £110.4m     5.0% – 6.4%          7%           25         100%              28

Car park £4.3m            6%       £82.4m     4.0% – 5.3%          5%           29         100%              10

Garden Centre £3.2m            4%       £43.3m     4.6% – 4.6%          3%           32         100%               4

Life sciences £2.9m            4%       £59.8m     4.5% – 4.5%          4%           25         100%               1

Drive-thru coffee £2.8m            3%       £38.6m     4.0% – 5.8%          3%           14           91%              23

Pubs £2.6m            3%       £41.3m     5.5% – 6.2%          3%           15         100%              14

Education £1.9m            2%       £34.8m     5.0% – 5.0%          2%           29         100%              23

Other £11.4m           15%      £182.5m     4.0% – 9.5%        12%           17           90%              10
––––––––––   ––––––––––    ––––––––––    ––––––––––––––    ––––––––  –––––––––   ––––––––––   ––––––––––

Total £74.6m        100% £1,544.4m   3.0% – 9.5%     100%           21          96%            185

––––––––––    ––––––––––      ––––––––––      ––––––––––––––     ––––––––   –––––––––    ––––––––––    ––––––––––

Exchanged but not

completed £4.8m                             N/A2                 N/A2       N/A2                                                 8

Total including exchanged 

but not completed £79.4m                   £1,544.4m   3.0% – 9.5%                           21          96%            193

Notes:

1     Includes topped up rents, contracted rents under agreements for leases on forward funded assets and assets that have

exchanged conditionally.

2     Valuation data included is as at 31 March 2022 and excludes assets that had exchanged conditionally at that date.

There has been no material change in the Company’s investments between the Latest Practicable

Date and the date of this document.

8.      NAV and investment returns                                                                                           

For the purposes of calculating the Exchange Ratio under the Merger, an additional calculation of the

LXi Group’s consolidated estimated EPRA NTA (unaudited) has been made as at 31 March 2022,

which was calculated on the basis of an external valuation of the LXi Portfolio as at that date. As at

that date, the LXi Group had a consolidated estimated EPRA NTA per LXi Share (unaudited) of

142.9 pence. Adjusting this unaudited estimated 31 March 2022 EPRA NTA per LXi Share for the
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effect of completion of certain asset acquisitions that had exchanged conditionally prior to 31 March

2022 and completed in April 2022, the LXi Group had an Adjusted EPRA NTA per LXi Share as at

31 March 2022 of 143.4 pence (unaudited). Calculations are made in accordance with IFRS and

EPRA Best Practice Recommendations.7

Since the LXi Shares were first admitted to trading on the premium segment of the Main Market on

27 February 2017, the LXi Shares, assuming dividends reinvested, have delivered a total

shareholder return of 85.67 per cent., comprising growth in the market price of LXi Shares and

dividends paid to Shareholders up to the Latest Practicable Date. The LXi Group has delivered an

average annual total NAV return to 31 March 2022 of 11.1 per cent. per annum, comprising

compounded annual NAV growth and dividends paid to Shareholders.

The NAV and EPRA NTA (together with the NAV per LXi Share and EPRA NTA per LXi Share) are

calculated on a semi-annual basis by the Administrator (and reviewed by the Company). Details of

each valuation, and of any suspension in the making of such valuations, are notified by an RIS

announcement as soon as practicable after the end of the relevant period. The semi-annual

valuations of the NAV and EPRA NTA (and NAV per LXi Share) are calculated on the basis of the most

recent semi-annual independent valuation of the Company’s properties.

The calculation of the NAV and EPRA NTA will only be suspended in circumstances where the

underlying data necessary to value the investments of the Company cannot readily, or without undue

expenditure, be obtained or in other circumstances (such as a systems failure of the Administrator)

which prevent the Administrator from making such calculations. Details of any suspension in making

such calculations will be announced via an RIS as soon as practicable after any such suspension

occurs.

9.      Investment strategy                                                                                                        

The Company’s investment strategy seeks to deliver inflation-protected income and capital returns

over the medium-term, by investing in long-let and index-linked property assets in the UK leased to

a wide range of institutional-grade tenants with strong financial covenants across a diverse range of

defensive and robust property sectors.

The Company targets assets let on long leases (typically 20 to 30 years) to institutional-grade

tenants with strong financial covenants that are market leading operators in their sector. The

Investment Advisor believes that this provides the potential to substantially grow the dividend in

absolute terms through upward-only inflation-protected long-term lease arrangements and a

defensive and secure portfolio with capital growth, as explained further in this Part 2.

All assets acquired by the Company benefit from “triple net, full repairing and insuring leases”. This

is a lease agreement where the tenant is obligated to pay all taxes, building insurance, other

outgoings and repair and maintenance costs on the property, in addition to the rent and service

charge. Structuring lease arrangements in this way avoids exposure to property cost leakage and

capital expenditure to maintain upkeep of the properties.

The Company enhances returns delivered by the portfolio through its two key strategies of forward

funding and regular recycling of capital.

By focussing on smaller lot sizes, the Company is able to avoid competition and access forward

fundings at a significant discount to built values generating capital returns at the point of purchase.

The Company offsets development risk when forward funding through fixed price contracts with

developers that provide an income for the Company throughout the development period, and pre-

let arrangements with tenants. This strategy also creates modern state of the art assets in

strategically important locations fit for purpose.
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The Company regularly sells assets and recycles capital to defensively manage exposures and risk

within the portfolio, such as to increase the average unexpired lease term or in response to the

changing risk profile of a tenant/sector. In doing so the Company takes advantage of the material

spread between its valuation yield and its average acquisition yield to generate both income and

capital growth.

The Company only invests in assets with leases containing regular upward-only rental reviews.

These reviews typically link the growth in rents to an inflation index such as RPI, RPIX, CPIH or CPI

(with potentially a minimum and maximum level) or provide a fixed annual growth rate. Such rental

reviews normally take place annually or every five years, with the rent review delivering an increase

in the rent at the growth rate, compounded over the period. In this way, the income expected to be

delivered to Shareholders should exhibit inflation-linked income characteristics.

Forward funding strategy

The Company forward funds pre-let developments to benefit from materially lower purchase costs

(averaging approximately 2 per cent.8 versus 6.8 per cent.9) as well as NAV growth through

significant discounts to built values (averaging 12 per cent.). The Directors believe the Company has

sourced high quality, lower-priced assets (compared to their completed value) with reduced

competition and lower transaction costs, than could be delivered from purely targeting built assets.

Furthermore, the Directors believe the ability to target pre-let development assets is likely to enable

the Company to target more off-market opportunities, as well as developing new assets to tenant

specification to increase strategic importance and therefore improve the quality of the income.

These pre-let assets also have the benefit of brand new leases, which are generally over 20 years

in duration, and allow for a new, state of the art property. The Company has invested in 82 separate

forward funded acquisitions to date, delivering an average value growth of 28 per cent. above

purchase price to the valuation as at 31 March 2022. The Investment Advisor believes that this

approach has the potential to continue to deliver enhanced returns for Shareholders.

The Company mitigates the risks associated with development projects prior to acquisition and

entering into forward funding arrangements by:

•        agreeing a fixed price for the forward funded purchase, covering land, construction, cost and

developer’s profit – all cost overruns will be the responsibility of the developer or a contractor;

•        only entering forward funding agreements and acquiring the land after full planning consent

is in place;

•        only entering forward funding agreements and acquiring the land after a suitable tenant

pre-let is in place;

•        agreeing payment timetables with the developer which ensure the asset achieves practical

completion before the developer receives payment of the profit element of the fixed price and

construction payments are paid in arrear and once approved by the Company’s monitoring

surveyor;

•        agreeing a licence fee with the developer for the full period from acquisition to the date that

practical completion occurs, providing that any overruns are the risk of the developer; and

•        only entering forward funding agreements and acquiring the land when a full suite of

warranties will be provided by the main contractor and professional team.

Recycling capital

In acquiring the LXi Portfolio, the Company has recycled over £191 million of capital, generating a

crystallised geared IRR of 24 per cent. per annum on disposal10. Disposals to date have been at or

above book value, generating capital growth on disposals. The proceeds of the disposals were
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redeployed into accretive acquisitions in short order, at a significantly wider yield, generating both

income and capital growth.

The willingness to sell assets, and the ability to do so ahead of both book value and purchase price

demonstrates:

•        the value achieved at the point of purchase through off market acquisitions and forward

funding in smaller lot sizes;

•        a conservative valuation yield and support for the independent valuation of the Exiting

Portfolio;

•        an active approach to the management of risk within the LXi Portfolio;

•        the ability to grow value within the LXi Portfolio through means other than reliance on market

movements; and

•        the ability to enhance income growth within the LXi Portfolio through means other than by

inflationary movements and rental reviews.

Sourcing long leases

The Company is often able to acquire assets on long leases where:

•        there are very competitive tenant markets, such as discount foodstores (for example, Aldi and

Lidl) and drive-thru coffee shops (for example, Costa and Starbucks);

•        assets are of strategic importance to the particular tenant, such as its main distribution or

production plant; and

•        tenants are used to long-term freehold ownership.

Benefits of long leases

The key benefits of investing in property with long-term lease arrangements are:

•        security of income;

•        low yield volatility versus short lease assets;

•        it supports the use of long-term low-cost debt which mitigates refinancing and interest rate

risk and gears returns; and

•        predictability of income growth through regular contracted rent reviews.

Rental growth and inflation

The Company strategically aims to take advantage of the economic reality of inflation continuing to

outpace open market rental growth whilst also providing inflation protection to investors by linking

rental uplifts to inflation indices.

Of the LXi Portfolio, 74 per cent. of contracted rental income contains rent reviews linked to inflation

indices (RPI or CPI – see below). The LXi Portfolio also provides a hedge against lower inflation, with

a further 23 per cent. of rent reviews providing fixed uplifts that average 2.4 per cent. per annum

and a further 54 per cent. of income containing a minimum rental uplift averaging 1.5 per cent. per

annum. In total 76 per cent. of contracted rental income contains either a collared or a fixed uplift

which average 2 per cent. per annum, providing guaranteed rental growth in periods of lower

inflation.11

In total 96 per cent. of rents contain index linked or fixed rental uplifts and all rent reviews are

upward only.

This, together with a low and largely fixed cost base, is expected to allow for:
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•        higher rental growth via rental increases in line with inflation compared with open market

rental growth;

•        rental growth ahead of inflation in periods where inflation is lower than the LXi Group’s

average fixed or collared uplift; and

•        enhanced income growth through conservative gearing of the LXi Portfolio with long-term

fixed cost debt (as detailed below).

The LXi Group’s rental reviews, by contracted rent exposure, are uplifted by reference to:

Retail prices index 54 per cent.

Fixed rental uplifts 23 per cent.

Consumer price index 19 per cent.

Upward only open market reviews 4 per cent.

The Company also seeks to avoid both unsustainable rental growth for its tenants and rents

becoming significantly out of kilter with market rents for an equivalent property. This is to ensure

that each operating property within the LXi Portfolio remains a profitable proposition in isolation,

both for the current tenant and other potential operators as well as avoiding significant outward yield

movements as lease terms reduce.

It does so primarily through focussing on assets with comparably lower rents at the inception of the

lease, but also through the inclusion of capped rental uplifts within the LXi Portfolio. Excluding those

rent reviews that are fixed, a further 67 per cent. of the LXi Portfolio rent reviews are capped with

an average maximum uplift of 3.6 per cent. per annum.

Rental linkage to inflation is also expected to capitalise on the market opportunity, with UK

inflationary indices expected to significantly outperform open market rental growth for UK property

in the medium term. The HM Treasury Forecasts for the UK Economy – November 2020 forecast

average RPI from 2020 to 2024 to be 2.7 per cent. per annum, versus the Investment Property

Forum UK Consensus Forecast Report – Autumn 2020 forecasting average open market rental

growth across all property sectors to be -0.7 per cent. per annum for the same period.

Debt finance

The Company leverages its capital base with a conservative debt structure comprising three

term-loan facilities with Scottish Widows (the “Term Loans”) and a Revolving Credit Facility, with a

medium-term target loan-to-value ratio of 30 per cent. and an internal borrowing policy

loan-to-value cap of 35 per cent.

The Investment Advisor has strategically chosen the Term Loans with Scottish Widows to minimise

the Company’s cost of debt and provide maximum visibility of cash outflows by fixing the interest

at the lowest possible rate with a blended average all-in fixed cost of 2.9 per cent. per annum, over

the longest possible term, with a maturity of the Term Loans to December 2033. Long-term debt

also reduces refinancing risk and spreads the period over which initial debt costs are amortised.

The Company’s Revolving Credit Facility provides enhanced operational flexibility and increases

finance cost efficiency, allowing for:

•        the immediate repayment of the facility when new equity is issued or with capital generated

from the LXi Group’s strategy of selectively disposing of assets and prior to the reinvestment

of capital; and

•        the matching of debt drawdowns to reflect developers’ cash requirements on forward funding

projects, ensuring that interest is only suffered to the extent that a greater return is being

generated on those drawdowns through licence fee arrangements.

The Revolving Credit Facility also provides a separate source of debt finance, in Lloyds Bank plc. Its

shorter dated maturity provides the LXi Group with flexibility to refinance, should this represent
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value, to a more mature debt structure in the medium-term as the LXi Group grows in scale and

builds further track record.

In addition to the Term Loans and the Revolving Credit Facility, as explained in paragraph 12 of

Part 1 of this document (Letter from the Chairman), the LXi Group has entered into the Acquisition

Facility Agreement with Barclays and HSBC in order to finance the cash consideration payable by the

Company to SIR Shareholders pursuant to the Partial Cash Alternative being made available

pursuant to the Merger. Pursuant to the Acquisition Facility Agreement, Barclays and HSBC have also

made available a Backstop Facility of up to £830 million to the LXi Group for the purpose of

refinancing any financial indebtedness of the SIR Group that may become due and payable by the

Combined Group as a result of the Merger. The Backstop Facility has been put in place to protect

the Combined Group in the event that the Merger triggers any mandatory prepayment events under

the SIR Group’s existing debt facilities. However, as at the date of this document, the Company does

not expect to utilise the Backstop Facility. Further details of the Acquisition Facility Agreement are

set out in paragraph 11.4 of Part 9 (Additional information) of this document.

The table below provides details of the LXi Group’s lenders, facility amounts, maximum annual

interest rates and final repayment dates.

                                                                                                                           Maximum

                                                                                                                                Annual                  Final

                                                                                                                              Interest       Repayment

Facility                                   Lender                           Principal(m)                           Rate                  Date

Term Loans                        Scottish Widows                £170.0                        2.9%            Dec-33

Revolving Credit Facility      Lloyds Bank                      £165.0                        3.0%            Aug-24

Acquisition Facility              Barclays and HSBC            £385.0     SONIA + 188 bps12            Jun-2313

Backstop Facility                 Barclays and HSBC            £830.0     SONIA + 188 bps14            Jun-2315

10.    Investment process

Sourcing investments                                                                                                                

The Investment Advisor utilises its extensive contacts in the UK property market to source

investment opportunities for the Company, in particular through its longstanding and strong

relationships with tenants/operators, developers and banks, in addition to an existing wide-reaching

network of investment agency contacts.

Review and approval

The Company reviews and approves each opportunity based on the following investment

considerations:

•        institutional-grade tenant with strong financial covenants and a proven operating track record;

•        very long unbroken lease terms, typically 20 to 30 years (to earlier of first break and expiry);

•        triple net leases directly linked to inflation or with fixed uplifts;

•        sector and tenant diversification; and

•        strong residual land value, meaning a high vacant possession value relative to investment

value, resulting from such factors as (i) strong underlying operating/trading performance,

(ii) low current rental and capital value levels, (iii) alternative use potential and (iv) strategic

importance to the occupier.

Once a potential property opportunity has been identified as a result of the application of the

research and advice provided by the Investment Advisor, initial due diligence on the potential

property investment is undertaken.

In all cases after the initial due diligence phase, the Investment Advisor makes a detailed

recommendation to the Board and the AIFM for their consideration and approval.
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The Investment Advisor produces a detailed report for each potential investment opportunity being

considered, which will (where appropriate) analyse: (i) tenant covenant; (ii) form of lease; (iii) loan

and hedging options; (iv) rental streams; (v) exit strategies; (vi) asset management opportunities;

and (vii) external factors (such as market conditions).

Based on initial due diligence and the investment opportunity report, the Directors determine

whether detailed financial, legal and technical due diligence should be carried out by the Investment

Advisor.

Following completion of the Merger, the Board also intends to establish a Property Investment

Committee comprising of at least three non-executive directors for the purpose of considering

proposed property transactions for the Combined Group that exceed certain thresholds and/or

criteria (to be determined and agreed by the Board from time to time). Following its review, the

Property Investment Committee will make a recommendation to the Board in relation to the

proposed property transactions. It is proposed that the Property Investment Committee will initially

comprise John Cartwright, Nick Leslau and Hugh Seaborn. Further information on the proposed

Property Investment Committee is set out in paragraph 11 of Part 1 (Letter from the Chairman) of

this document.

Execution

Where a proposed transaction is approved by the Directors, the Investment Advisor performs the

appropriate due diligence required, utilising third party professional advisers where needed.

The due diligence reports are submitted to the Directors and the AIFM with a recommendation

prepared by the Investment Advisor comprising a full investment report detailing the fit of a

particular transaction to the investment objective and investment policy of the Company and the

potential risks and benefits of proceeding (or not) with any particular opportunity.

If an opportunity is presented to the Directors and approval is given to proceed, the AIFM and the

Investment Advisor conducts the following roles and provision of services to enable the execution of

the transaction:

•        providing project management and overall control of the transaction, to include co-ordinating

the work of other professional advisers and service providers, including agents, surveyors,

valuers, lawyers, accountants, and tax advisers;

•        leading in the negotiation with any third party (whether buying, selling, refinancing, or

otherwise);

•        leading in the negotiation and structuring of the transaction to ensure it meets the investment

policy of the Company and does not detrimentally impact its status as a REIT;

•        leading in the negotiation and structuring of any borrowings on the transaction;

•        leading in the preparation and negotiation of any lease, or reviewing the implications of any

existing lease;

•        working as closely as requested with the Directors during the acquisition process; and

•        leading the preparation of final documentation (in conjunction with legal and accounting

advisers).

Monitoring and reporting

The Investment Advisor continually monitors the progress of the Company’s investments. This

includes regular site visits and meetings with tenants on an asset-by-asset basis, as required, and

at a minimum, on a bi-annual basis.

The Investment Advisor updates the Directors on the progress of the Company’s investments on a

quarterly basis with additional formal contact being made where significant events have occurred

which may impact the Company’s income, expenditure or NAV.
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The AIFM oversees the preparation of valuation statements for the Company’s portfolio in each six

month period (working with the Administrator and professional valuers and assisting the Company

in selecting appropriate valuers).

Holding and exit

The intention is to hold all assets for the long-term (including forward funding developments).

However, by exception, if an external offer is made to the Company and the returns are attractive

for investors, the Company may consider selling an asset and reinvesting the proceeds into new

assets as it has done on certain occasions to date.

Conflict management

Pursuant to the Existing Investment Advisory Agreement (and, following the Merger, the Amended

and Restated Investment Advisory Agreement), the Investment Advisor will not engage in any

property acquisition services in relation to any long index-linked asset(s) falling within the

Company’s stated investment policy and investment objective, which have been identified by the

Investment Advisor and in respect of which the reasonably estimated aggregate consideration or

commitment involved is likely to be in excess of £5,000,000, without offering the Company a right

of first refusal in respect of such asset(s).

As explained in Part 1 (Letter from the Chairman) of this document, in connection with the Merger,

the members of the Prestbury Management Team have each entered into non-compete

arrangements (subject to certain exceptions, including permissions to make small personal

investments and to maintain existing advisory and investment positions) that will remain in effect

for a period of two years from the date of completion of the Prestbury Acquisition and which

incorporate an obligation to first offer any opportunities relating to long income real estate assets to

LXi, which if not taken up by LXi can be pursued by the Prestbury Management Team.

11.    Market overview, trends and competition                                                                      

The demand for high quality long-let index linked alternative property in the United Kingdom

continues to perform strongly, with a weight of capital attracted to both the downside protection

offered by typically less volatile longer-leased assets and the inflation protection and rental growth

afforded by index-linked leases.

The past 12 months have seen the easing of lockdown restrictions and gradual reopening of those

businesses that had suffered enforced closure in the UK in response to the pandemic, but the

Company continues to see the longer-term impact of restrictions on the economy as well as

specifically on the financial health of some tenant operators that were forced to take on more debt.

The UK now faces another economic challenge with inflation at its highest level in 40 years, causing

a national cost of living crisis, compounded by growth in the UK widely forecast to be the lowest of

the G7 countries in 2023. The prospect of higher inflation in the UK for the short to medium term is

now a key concern to the Company’s stakeholders.

The inflation outlook for LXi is positive insofar as the portfolio is well placed to deliver superior

returns given the rental linkage to UK inflation, but this also represents a risk in respect of the

potential impact that current levels of inflation could have both on the economy and to the prospects

of the Company’s tenant operators over the short to medium term.

At current levels of inflation, the majority of the LXi Group’s rent reviews are being capped at the

maximum uplift. These caps offer important protection for the long-term sustainability of rental

levels across the LXi Portfolio for tenant operators. Capped rental uplifts can also avoid rents moving

materially out of kilter with market rents in any given sector, that might cause a significant softening

of yields where an asset becomes materially overrented.

The Company’s tenants are well capitalised and generally operate with the ability to pass on

inflationary cost increases to their own customers given the nature of their business operations.

Interest rates continue to rise as a measure to counter higher inflation and the Bank of England has

increased the base rate four times since the end of 2021. As a result, yields may begin to soften

across property assets in general, but real estate long inflation linked leases have tended to maintain
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tight yields in such times, as the anticipation of future rental growth counteracts a higher cost of

debt for investors.

The LXi Group is relatively well insulated against rising interest rates with 100 per cent. of the LXi

Group’s existing term loans fixed at a 2.85 per cent. blended interest rate per annum and with no

refinancing event until December 2033.

UK real estate in general is less highly levered than it was the last time the economy experienced

rising interest rates and many investors in UK real estate have no leverage at all. This means that,

for UK commercial property, there may now be a less clear relationship or linkage between bond

yields and the cost of debt generally and property yields as many potential investors are less reliant

on debt to finance their purchase and therefore do not have interest rates as a sensitive variable in

their total return requirements.

Coming out of a long term very low interest rate environment, many real estate investors in the UK,

similar to LXi, have taken advantage of long dated very low cost debt both through secured real

estate finance and the debt capital markets. This means that a lot of UK real estate investors are

relatively well insulated against rising interest rates in the shorter to medium term.

Geopolitical uncertainty, as well as the cost of living crisis and inflation, have meant that global

markets remain volatile but the LXi Group’s portfolio is robust and well placed to potentially deliver

secure and growing returns.

The LXi Group has tended to avoid competition by acquiring most of its assets on an off-market

basis, through forward fundings, sourced directly through developer contacts and through sale and

leasebacks sourced directly through tenants or through the LXi Investment Advisor’s corporate

contacts.

At present, the LXi Group does not see any change in the competitive environment through which it

sources its assets but the longer term impact of inflation on the viability of forward funding schemes

may result in fewer viable schemes, or an increase in market rents where tenant operators still have

an appetite to grow and are willing to take increased rents to make schemes viable.

On the property market generally, the Company continues to see increased competition for assets

leading to a wider spread between the acquisition yield the Company is able to acquire assets at by

avoiding competition, and built values.

The remnants of the impact of Covid-19 are still very apparent in the UK long income property

market, with a polarisation of yields between sectors that were well insulated and those that faced

enforced closure (broadly speaking, non-discretionary/essential vs discretionary/non essential

uses). These spreads were previously much tighter for consistent lease terms and locations across

differing sectors.

This polarisation still exists in the valuation market, but the investment market is beginning to close

as liquidity has returned to those most impacted sectors as investors see risk adjusted value in the

recovery play as well as a return to ‘business as usual’ for the operators.

Foodstores

Total investment in UK foodstores was £1.4bn in the 12 months to 31 March 2022, which represents

71 transactions with an average NIY of 4.87 per cent. While this shows a decrease in total

investment volume year on year, yields have compressed, which highlights the success of the sector

throughout the pandemic.

Prime yields as at end of March 2022 for budget food stores with indexation stand at 3.50 per cent.

with positive sentiment. New leases for discount stores in suburban locations generally reflect rents

of £15 – £20 per sq ft.

Industrial

UK industrial investment volumes show a preliminary total of £2.7 billion in Q1 2022, this compares

to a record £3.5 billion in Q1 last year.
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Preliminary figures for Q1 2022 show take-up at 9.8 million sq ft, this is down from 14.6 million in

Q1 last year.

The bond-yield spread (between the UK industrial equivalent yield (MSCI) and 10-year gilts) is

continuing to reduce, as interest rates move out but industrial yields hold. While industrial property

yields continue to compress, bond yields are rising, squeezing the spread, however, it remains

significantly higher than pre-GFC (global financial crisis) levels.

Hotels

The strong recovery anticipated for 2022 in the UK hotels sector has been made more difficult but

has certainly been witnessed in the budget hotel segment with the two main operators noting

outperformance vs Q1 2019 and outperformance vs the wider sector.

Sentiment for travel post Covid-19 remains positive and the UK staycation market is expected to

continue to bounce back strongly from spring 2022. With certain holiday makers choosing not to

travel abroad or not wanting to be faced with higher prices from booking last minute, many UK

holiday destinations are experiencing high levels of forward bookings for peak holiday periods.

Healthcare

2022 has started strongly with volume for Q1 currently recorded at £177 million in the UK due to a

number of large transactions having already taken place.

Average occupancy rates have continued to progress steadily towards normality, sitting at circa

84 per cent. up from roughly 81 per cent. at the end of March 2022. Many investors are now advising

of occupancies and rent covers across their portfolios at pre-pandemic levels.

Whilst domestic demand held strong in 2021, over 50 per cent. of 2021’s transaction volume came

via overseas capital. As these investors continue to show, the Company anticipates this trend will

continue, placing more focus on the geographic origin of this capital.

12.    Reports and accounts

The Company holds an annual general meeting in each year. The annual report and accounts of the

Company are made up to 31 March in each year with a copy being made available to Shareholders

on the Company’s website within the following four months. The Company also publishes unaudited

half-yearly reports to 30 September. Copies of the unaudited half-yearly reports are also made

available on the Company’s website within the following three months.

The Company’s financial statements are prepared in accordance with IFRS.

13.    Share rating management

The Company may seek to address any significant discounts or premiums to NAV at which its LXi

Shares may trade.

Premium management

At the 2021 AGM, the Company was given authority to issue up to 62,182,761 LXi Shares on a

non-pre-emptive basis until the conclusion of the Company’s next annual general meeting in 2022.

As at the date of this document, 35,715,862 LXi Shares have been issued pursuant to this authority.

Shareholders’ pre-emption rights over this unissued share capital have been disapplied so that the

Directors will not be obliged to offer any such LXi Shares to Shareholders on a pro rata basis. No LXi

Shares will be issued under this authority at a price less than the existing NAV per LXi Share at the

time of their issue. Investors should note that the issuance of LXi Shares is entirely at the discretion

of the Board, and no expectation or reliance should be placed on such discretion being exercised on

any one or more occasions or as to the proportion of New LXi Shares that may be issued.
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Treasury shares

The Companies Act allows companies to hold shares acquired by way of market purchase as treasury

shares, rather than having to cancel them. This would give the Company the ability to re-issue LXi

Shares quickly and cost effectively, thereby improving liquidity and providing the Company with

additional flexibility in the management of its capital base. No LXi Shares will be sold from treasury

at a price less than the existing NAV per LXi Share at the time of their sale unless they are first

offered pro rata to existing Shareholders.

Discount management

The Company may seek to address any significant discount to NAV at which its LXi Shares may be

trading by purchasing its own LXi Shares in the market on an ad hoc basis.

At the 2021 AGM, Shareholders gave the Board authority to buy back up to 93,211,959 LXi Shares,

such authority to expire at the conclusion of the annual general meeting of the Company in 2022 or,

if earlier, on the expiry of 15 months from the passing of the resolution. LXi Shares will only be

repurchased at a discount to the NAV per LXi Share, which should have the effect of increasing the

NAV per LXi Share for the remaining Shareholders. Repurchased LXi Shares may be cancelled or held

in treasury.

It is intended that a renewal of the authority to make market purchases will be sought from

Shareholders at each annual general meeting of the Company and the Board intends to do so at the

next annual general meeting. Purchases of LXi Shares will be made within guidelines established

from time to time by the Board and conducted in accordance with the Companies Act, the Listing

Rules, the Disclosure Guidance and Transparency Rules and the UK Market Abuse Regulation and will

be announced to the market through an RIS as soon as possible and in any event no later than 7.30

a.m. on the following day. Any purchase of LXi Shares would be made only out of the available cash

resources of the Company. The Directors will also have regard to the Company’s REIT status when

making any repurchase of LXi Shares.

Investors should note that the repurchase of LXi Shares is entirely at the discretion of the Board and

no expectation or reliance should be placed on such discretion being exercised on any one or more

occasions or as to the proportion of LXi Shares that may be repurchased.

14.    LXi Board                                                                                                                          

The Directors are responsible for the determination of the Company’s investment policy and have

overall responsibility for the Company’s activities, including the review of investment activity and

performance and the control and supervision of the Company’s service providers. The Board also

approves in advance each potential property acquisition and disposal, along with other significant

matters. All of the Directors are non-executive and are independent of the AIFM and the Investment

Advisor. The Directors meet at least four times per annum.

The Directors are as follows:

Cyrus Ardalan, Non-Executive Chairman

Cyrus Ardalan is a highly experienced international investment banker with well-established

corporate governance expertise and successful credentials as chairman. His career in capital markets

spans over 40 years during which he has held senior executive and non-executive roles at leading

global banks. He is currently the Chairman of the Board at OakNorth Bank and was previously

non-executive director and Chairman of a number of institutions, including Citigroup Global Markets,

the International Finance Facility for Immunisation and the International Capital Markets

Association. Cyrus spent 15 years at Barclays Bank as Vice Chairman overseeing a number of areas

including the bank’s Public Policy and Government Relations units. Prior to this, he held a range of

senior positions at Paribas and The World Bank.

Hugh Seaborn CVO, Non-executive Director and Senior Independent Director

Hugh Seaborn brings over 35 years of real estate experience. He spent 13 years as a non-executive

at TR Property Investment Trust plc, including four years as Chair, and is currently the CEO of

Cadogan. He founded and chairs two Business Improvement Districts, The Knightsbridge Partnership
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and The King’s Road Partnership, and is Chair of the Knightsbridge Business Group. Previously, he

was CEO of The Portman Estate and prior to that Director and Head of Investment Management at

CBRE. Formerly Hugh has been a member of the Council of the Duchy of Lancaster, Chair of the

Westminster Property Association, Chair of the Estates Business Group, and a member of the

Property Advisory Committee for the Natural History Museum. He is a Chartered Surveyor.

Jan Etherden, Non-Executive Director

Jan Etherden has over 35 years’ experience in the investment industry, as an analyst, fund manager,

then a non-executive director. Previously head of UK equities for Confederation Life/Sun Life of

Canada, she joined Newton in 1996 as a director specialising in multi-asset segregated portfolios

and also was their Investment COO from 1999 to 2001. Subsequently she worked with Olympus

Capital Management as business development manager for specialist hedge fund products. She is a

director of Miton UK MicroCap Trust plc and has previously served on the Boards of Ruffer

Investment Company Ltd and TwentyFour Income Fund Ltd.

John Cartwright, Non-Executive Director

John Cartwright was formerly Chief Executive of The Association of Real Estate Funds (AREF) from

2009 to 2019. His responsibilities as Chief Executive of AREF were to represent and promote the

interests of members, promote best practice in fund governance and ensure the smooth running of

the association. Prior to this, John was with M&G Real Estate (formerly PRUPIM) for nearly 35 years

in a variety of roles; latterly as Head of Institutional and Retail Funds and a member of PRUPIM’s

Board and Investment Committee. He has more than 20 years’ experience of managing pooled and

segregated accounts for both retail and institutional investors. John is also a member of the

Investment Committee of Lothbury Property Trust.

Patricia Dimond, Non-Executive Director

Patricia Dimond has had an international career with over 30 years working with large private and

publicly listed companies in consumer, retail and financial markets. She is a CFA charter holder and

qualified as a Chartered Accountant working with Deloitte in Canada and the UK. Patricia is an

alumnae of McKinsey & Company and holds an MBA from IMD Switzerland. She has an expertise in

corporate governance and is co-author of Driven to the Brink: Why Corporate Governance, Board

Leadership and Culture Matter. Patricia currently serves as a Non-Executive Director with Foresight

VCT Plc, Aberforth Smaller Companies Trust Plc and Hilton Food Group Plc. She is a Trustee and chair

of Audit & Risk for the English National Opera (ENO) and the National Academy for Social Prescribing

(NASP).

Ismat Levin, Non-executive Director

Ismat Levin has 28 years’ experience in commercial, international growth and legal technology-led

software industries across NASDAQ-listed and private equity contexts, including as a Board observer.

She is currently Vice President and Group General Counsel at Synamedia Limited. Before this, Ismat

spent almost 20 years at NDS Group as Vice President and Group General Counsel as it grew from

a start-up investment owned by News Corporation, to being a NASDAQ listed company for 10 years,

to being sold to Cisco Systems, Inc. for $5 billion. Ismat began her career at Dentons LLP.

As explained in Part 1 (Letter from the Chairman) of this document, conditional on completion of the

Merger, Nick Leslau and Sandy Gumm, who are currently non-executive directors on the Board of

SIR, will join the LXi Board as non-executive directors. The board of directors of the Company

following the Merger will therefore comprise: Cyrus Ardalan, Hugh Seaborn, Jan Etherden, John

Cartwright, Patricia Dimond, Ismat Levin, Nick Leslau and Sandy Gumm. The biographies of the

Proposed Directors are set out in paragraph 3 of Part 3 (Information on the SIR Group) of this

document. Neither Nick Leslau nor Sandy Gumm will be considered independent on appointment.

15.    AIFM and Investment Advisor                                                                                         

The Company has appointed Alvarium Fund Managers (UK) Limited as its alternative investment

fund manager (the “AIFM”). The Company and the AIFM have appointed the Investment Advisor to

provide certain services to the LXi Group including strategy, sourcing and advising on investments

by the Company and due diligence in relation to proposed investments.

76



Alvarium Fund Managers (UK) Limited is 100 per cent. owned by Alvarium Investments Limited.

Alvarium was established in 2009 and has grown to become a substantial, international multi-family

office and asset manager, supervising in excess of US$18 billion of assets, for families, private

individuals and institutions. It has over 220 employees and 14 offices around the world.

The Investment Advisor has extensive expertise in the purchase and forward funding of commercial

property assets let or pre-let on long, index-linked leases to institutional grade tenants with strong

financial covenants across a wide range of defensive and robust sectors.

The Investment Advisor comprises property, legal and finance professionals with significant

experience in the real estate sector, as described below. The team has capitalised and transacted

over £2 billion of commercial property assets with a particular focus on accessing secure, long-let

and index-linked UK commercial real estate through forward funding and built asset structures.

The core management team of the Investment Advisor (whose details are set out below) is

supported by a team of other accounting, asset management, compliance, marketing, public

relations, administrative and support staff. The key individuals responsible for executing the

Company’s investment strategy at the Investment Advisor are:

John White

John entered the commercial property market in 1987 and after qualifying as a chartered surveyor

at Allsops moved to the investment team at Cushman & Wakefield. There he became a partner and

spent the next 18 years advising a range of institutional investor clients on their UK acquisitions and

disposals across the full range of real estate sub-sectors including retail (in and out of town), offices

(London, Thames Valley and regional cities), logistics, and alternatives.

John moved into private equity real estate in 2007 and co-founded Osprey Equity Partners in 2011

and LXi REIT Advisors Limited in 2016.

Simon Lee

Simon trained and practised as a solicitor at City law firm, Slaughter and May, from 1999 to 2006,

following which he spent the next 10 years in private equity real estate, co-founding Osprey Equity

Partners in 2011 and LXi REIT Advisors Limited in 2016.

Simon’s role covers a wide range of areas, including formulating investment strategies and products,

raising equity and debt finance, asset selection, and negotiating and implementing transactions with

vendors, purchasers, developers, investors, lenders and joint venture partners.

Freddie Brooks

Freddie trained and qualified as a chartered accountant in BDO’s Real Estate and Construction team,

gaining significant experience in the sector, working with similar listed vehicles, private property

funds, developers and a number of the UK’s top contractors. Freddie is also a qualified chartered

surveyor (property finance and investment pathway) and a member of the RICS.

Freddie’s role covers all historical and strategic financial matters including annual and interim

reporting, budgeting and forecasting, treasury management and the monitoring of internal controls.

Freddie is also responsible for the Investment Advisor’s reporting to the Company’s Board of

Directors.

As explained in Part 1 (Letter from the Chairman) of this document, following completion of the

Merger, Tim Evans and Ben Walford (who are currently part of the advisory team at Prestbury

Investment Partners Limited, the investment adviser to SIR) will provide ongoing consultancy

support to the Investment Advisor. Certain senior Prestbury employees from the property and

finance teams will also transfer to the Investment Advisor. The biographies of Tim Evans and Ben

Walford are set out in paragraph 3 of Part 3 (Information on the SIR Group) of this document.

Contractual arrangements

The Company and the AIFM have entered into the Existing Investment Management Agreement, a

summary of which is set out in paragraph 11.11 of Part 9 (Additional information) of this document,

under which the AIFM has agreed to provide the Company with portfolio management and risk
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management services and to be the Company’s alternative investment fund manager. Details of the

fees and expenses payable to the AIFM are set out in paragraph 17.1 of this Part 2 below.

The Company, the AIFM and the Investment Advisor have entered into the Existing Investment

Advisory Agreement, a summary of which is set out in paragraph 11.12 of Part 9 (Additional

information) of this document, under which the Investment Advisor has agreed to provide certain

services to the Company and the AIFM in relation to the Company’s portfolio, including sourcing

investments for acquisition by the Company and due diligence in relation to proposed investments.

Details of the fees and expenses payable to the Investment Advisor are set out in paragraph 17.2

of this Part 2 below.

As explained in Part 1 (Letter from the Chairman) of this document, conditional on completion of the

Merger, the Existing Investment Management Agreement and the Existing Investment Advisory

Agreement will be amended and restated on the terms of the Amended and Restated Investment

Management Agreement and the Amended and Restated Investment Advisory Agreement,

respectively. Summaries of the Amended and Restated Investment Management Agreement and the

Amended and Restated Investment Advisory Agreement are set out in paragraphs 11.13 and 11.14

of Part 9 (Additional information) of this document.

16.    Other service providers

Administrator                                                                                                                             

Langham Hall UK Services LLP has been appointed as Administrator to the Company. The

Administrator provides the day-to-day administration of the Company and is also responsible for

the Company’s general administrative functions, such as calculation of the NAV and maintenance of

the Company’s accounting and statutory records.

Company Secretary

Sanne Fund Services (UK) Limited has been appointed as Company Secretary to the Company and

also provides a registered office for the Company. The Company Secretary provides the company

secretarial functions required by the Companies Act.

Registrar

Link Market Services Limited has been appointed registrar of the Company. Under the terms of the

Registrar Services Agreement the Registrar has responsibility for maintaining the register of

Shareholders, receiving transfers of LXi Shares for certification and registration and receiving and

registering Shareholders’ dividend payments together with related services.

Depositary

Langham Hall UK Depositary LLP has been appointed as Depositary to provide cash monitoring,

safekeeping and asset verification and oversight functions as prescribed by the AIFM Rules.

17.    Fees and expenses

Ongoing annual expenses                                                                                                         

Ongoing annual expenses include the following:

17.1   AIFM

Under the Existing Investment Management Agreement (and following the Merger, under the

Amended and Restated Investment Management Agreement), the AIFM is entitled to a fee of

£24,000 per annum. No performance fee is payable to the AIFM.

17.2   Investment Advisor

Under the terms of the Existing Investment Advisory Agreement, the Investment Advisor is

entitled to a fee payable monthly in arrear calculated at the rate of: (i) one-twelfth of

0.75 per cent. per calendar month of Market Capitalisation up to or equal to £500 million; and

(ii) one-twelfth of 0.65 per cent. per calendar month of Market Capitalisation above

£500 million.
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As explained in Part 1 (Letter from the Chairman) of this document, conditional on completion

of the Merger, the Existing Investment Advisory Agreement will be amended and restated on

the terms of the Amended and Restated Investment Advisory Agreement. Under the terms of

the Amended and Restated Investment Advisory Agreement, the Investment Advisor will be

entitled to a fee payable monthly in arrear calculated at the rate of: (i) one-twelfth of 0.75 per

cent. per calendar month on that part of the Market Capitalisation up to and including £500

million; (ii) one-twelfth of 0.65 per cent. per calendar month on that part of the Market

Capitalisation in excess of £500 million and up to and including £2 billion; and (iii) one-twelfth

of 0.55 per cent. per calendar month on that part of the Market Capitalisation in excess of

£2 billion.

No performance fee is payable to the Investment Advisor.

17.3   Administrator

Under the terms of the Administration Agreement, the Administrator is entitled to receive an

annual fee of £208,300.60 plus a variable fee of 1.25bps for NAV in excess of £700 million.

Any additional services provided by the Administrator will incur additional charges.

17.4   Company Secretary

Under the terms of the Company Secretarial Services Agreement, the Company Secretary is

currently entitled to receive a fee of £60,406 per annum. This fee accrues daily and is paid

monthly in arrear. In the event that the Company Secretary is required to undertake any other

additional duties, beyond the scope of those set out in the Company Secretarial Services

Agreement, the Company Secretary is entitled to charge an additional fee. The Company

Secretary is also entitled to additional fees in connection with any services provided to the

Company’s subsidiaries. The Company shall also reimburse the Company Secretary for its

disbursements to cover all out of pocket expenses properly incurred by the Company

Secretary in connection with the provision of its company secretarial services for and/or on

behalf of the Group.

17.5   Depositary

Under the terms of the Depositary Agreement, the Depositary is entitled to receive a fee of

£32,500 per annum plus an additional fee of 0.3 basis points per annum on any capital raised

by the Company in excess of £250 million. In addition, the Depositary is entitled to receive

transaction fees where the number of property acquisitions in a calendar year exceeds eight.

17.6   Registrar

Under the terms of the Registrar Services Agreement, the Registrar is entitled to an annual

maintenance fee per Shareholder account per annum subject to a minimum annual fee. The

Registrar is also entitled to certain transaction fees under the Registrar Services Agreement.

17.7   Directors

Each of the Directors is entitled to receive a fee from the Company at such rate as may be

determined in accordance with the Articles. Save for the Chairman, the current annual fees

are £40,000 for each Director. The Chairman’s current annual fee is £75,000. In addition, the

Chair of the Audit Committee receives an additional fee of £5,000 per annum and the Chair

of the Management Engagement Committee receives an additional fee of £3,000 per annum.

Each of the Directors is also entitled to be paid all reasonable expenses properly incurred by

them in attending general meetings, board or committee meetings or otherwise in connection

with the business of the Company. The Board may determine that additional remuneration

may be paid, from time to time, to any one or more Directors in the event such Director or

Directors are requested by the Board to perform extra or special services on behalf of the

Company.
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17.8   Other operational expenses

Other ongoing operational expenses (excluding fees paid to service providers as detailed

above) of the Company are borne by the Company including travel, accommodation, printing,

audit, finance costs, legal fees (including those incurred on behalf of the Company by the AIFM

or the Investment Advisor), corporate broking fees, annual London Stock Exchange fees and

AIC membership fees.

All reasonable out of pocket expenses of the AIFM, the Investment Advisor, the Administrator,

the Company Secretary, the Registrar, the Independent Valuer, the Company’s other service

providers and the Directors relating to the Company are borne by the Company.

As all of the Company’s assets are, and will be, invested in commercial property, the Company

incurs significant time and costs in connection with potential acquisitions, including third party

costs in connection with identifying suitable investment opportunities, due diligence,

negotiating transaction documentation and legal and accounting costs. In addition, the

Company incurs certain third party costs, including in connection with financing, valuations

and professional services associated with sourcing and analysis of suitable assets.

The AIFM has prepared a key information document required under the UK PRIIPs Regulation

in relation to the LXi Shares, which includes the New LXi Shares to be issued pursuant to the

Merger. That regulation requires costs to be calculated and presented in accordance with

detailed and prescriptive rules. The key information document is available on the Company’s

website (www.LXiREIT.com).

18.    Conflicts of interest                                                                                                          

The AIFM, the Investment Advisor and their officers and employees may from time to time act for

other clients or manage or advise other funds, which may have similar investment objectives and

policies to that of the Company. Circumstances may arise where investment opportunities will be

available to the Company which are also suitable for one or more of such clients of the AIFM or the

Investment Advisor or such other funds. The Directors have satisfied themselves that the AIFM and

the Investment Advisor have procedures in place to address potential conflicts of interest. In

accordance with the Existing Investment Management Agreement (and, following the Merger, the

Amended and Restated Investment Management Agreement), in the event of a conflict between the

Company and the AIFM, the AIFM is obliged to take reasonable steps to ensure that the conflict is

resolved fairly, in accordance (so far as applicable in the circumstances) with applicable FCA rules.

The AIFM is obliged to notify the Company of any actual or potential conflict of interest which it

identifies in relation to the performance of its duties and shall discuss with the Company how such

conflict of interest is to be managed. Pursuant to the Existing Investment Advisory Agreement (and,

following the Merger, the Amended and Restated Investment Advisory Agreement), the Investment

Advisor will not engage in any property acquisition services in relation to any long index-linked

asset(s) falling within the Company’s stated investment policy and investment objective, which have

been identified by the Investment Advisor and in respect of which the reasonably estimated

aggregate consideration or commitment involved is likely to be in excess of £5,000,000, without

offering the Company a right of first refusal in respect of such asset(s).

The AIFM, the Investment Advisor and any of their directors, officers, employees, agents and

affiliates and the Directors and any person or company with whom they are affiliated or by whom

they are employed (each an “Interested Party”) may be involved in other financial, investment or

other professional activities which may cause conflicts of interest with the Company. In particular,

Interested Parties may provide services similar to those provided to the Company to other entities

and shall not be liable to account for any profit from any such services. For example, an Interested

Party may acquire on behalf of a client an investment in which the Company may invest.

As explained in Part 1 (Letter from the Chairman) of this document, in connection with the Merger,

the members of the Prestbury Management Team have each entered into non-compete

arrangements (subject to certain exceptions, including permissions to make small personal

investments and to maintain existing advisory and investment positions) that will remain in effect

for a period of two years from the date of completion of the Prestbury Acquisition and which

incorporate an obligation to first offer any opportunities relating to long income real estate assets to

LXi, which if not taken up by LXi can be pursued by the Prestbury Management Team.
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19.    Corporate governance

The Board of the Company has considered the principles and recommendations of the AIC Code. The

AIC Code addresses the principles and provisions set out in the UK Corporate Governance Code, as

well as setting out additional principles and recommendations on issues that are of specific relevance

to the Company as an investment company. The Board considers that reporting against the

principles and provisions of the AIC Code will provide better information to Shareholders.

The Financial Reporting Council (“FRC”), the UK’s independent regulator for corporate reporting and

governance responsible for the UK Corporate Governance Code, has endorsed the AIC Code. The

terms of the FRC’s endorsement mean that AIC members who report against the AIC Code meet

fully their obligations under the UK Corporate Governance Code and the related disclosure

requirements contained in the Listing Rules.

As at the date of this document, the Company complies with the recommendations of the AIC Code.

The UK Corporate Governance Code includes provisions relating to: the role of the chief executive;

executive directors’ remuneration; and the need for an internal audit function. The Board considers

these provisions are not relevant to the position of the Company, being an externally managed

investment company and the Company does not, therefore, intend to comply with them.

The Company’s Audit Committee is chaired by Patricia Dimond, consists of all the Directors and

meets at least twice a year. The Board considers that the members of the Audit Committee have the

requisite skills and experience to fulfil the responsibilities of the Audit Committee. The Audit

Committee examines the effectiveness of the Company’s risk management and internal control

systems. It reviews the half-yearly and annual reports and also receives information from the AIFM

and the Investment Advisor. It also reviews the scope, results, cost effectiveness, independence and

objectivity of the external auditor. On their appointment following the Merger, neither Nick Leslau

nor Sandy Gumm will be considered independent and will not form part of the Audit Committee.

In accordance with the AIC Code the Company has established a Management Engagement

Committee which is chaired by Jan Etherden and consists of all the Directors. The Management

Engagement Committee meets at least once a year or more often if required. Its principal duties are

to consider the terms of appointment of the AIFM, the Investment Advisor and the Company’s other

key service providers and to annually review these appointments and the terms of the Existing

Investment Management Agreement and the Existing Investment Advisory Agreement (or, following

the Merger, the Amended and Restated Investment Management Agreement and the Amended and

Restated Investment Advisory Agreement). On their appointment following the Merger, neither Nick

Leslau nor Sandy Gumm will be considered independent and will not form part of the Management

Engagement Committee.

The Company has established a Nomination Committee which is chaired by Cyrus Ardalan and

consists of all the Directors. The Nomination Committee has been established for the purpose of

reviewing the Company’s succession plan and identifying and putting forward candidates for the

office of director of the Company. The Nomination Committee meets at least once a year.

The Nomination Committee considers job specifications and assesses whether candidates have the

necessary skills and time available to devote to the job. In considering these matters the Nomination

Committee takes into account the desirability of achieving diversity to the extent possible.

As explained in paragraph 11 of Part 1 (Letter from the Chairman) of this document, following

completion of the Merger, the Board intends to further enhance its risk, control and its governance

framework by establishing a Property Investment Committee comprising of at least three

non-executive directors. The Property Investment Committee will meet as and when required for the

purpose of considering proposed property transactions for the Combined Group that exceed certain

thresholds and/or criteria (to be determined and agreed by the Board from time to time). Following

its review, the Property Investment Committee will make a recommendation to the Board in relation

to the proposed property transactions. It will also consider and recommend possible changes to the

Company’s investment policy and restrictions as well as new sectors in which the Company may wish

to invest. It is proposed that the Property Investment Committee will initially comprise John

Cartwright, Nick Leslau and Hugh Seaborn.
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20.    REIT status and taxation

The Company must comply with certain ongoing regulations and conditions (including minimum

distribution requirements) in order to maintain its REIT status.

Potential investors are referred to Part 8 (REIT status and taxation) of this document for details of

the REIT Regime and the taxation of Shareholders in the UK. Investors who are in any doubt as to

their tax position or who are subject to tax in jurisdictions other than the UK are strongly advised

to consult their own professional advisers immediately.

21.    Regulatory status of the LXi Shares

As a REIT, the LXi Shares are “excluded securities” under the FCA’s rules on non-mainstream pooled

investments. Accordingly, the promotion of the LXi Shares will not be subject to the FCA’s restriction

on the promotion of non-mainstream pooled investments.

The Company intends to conduct its affairs so that the LXi Shares can be recommended by financial

advisers to retail investors in accordance with the rules on the distribution of financial instruments

under UK MiFID II. The Directors consider that the requirements of Article 57 of the UK MiFID II

Delegated Regulation will be met in relation to the LXi Shares and that, accordingly, the LXi Shares

should be considered “non-complex” for the purposes of UK MiFID II.

22.    Profile of a typical investor                                                                                              

An investment in the LXi Shares is designed to be suitable for institutional investors, professional

investors, high net worth investors, professionally advised private investors and retail investors

seeking exposure to a diversified portfolio of UK property that benefits from long-term index-linked

leases with institutional-grade tenants with strong financial covenants.16 Investors should

understand the risks and merits of such an investment and have sufficient resources to be able to

bear any losses (which may equal up to the whole amount invested) that may result from such an

investment. Furthermore, an investment in the LXi Shares should constitute part of a diversified

investment portfolio. It should be remembered that the market price of LXi Shares and the income

from them can go down as well as up.
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Part 3

Information on the SIR Group

1.      Introduction

SIR is a diversified UK REIT, investing in real estate assets that provide long term rental income with

upwards only inflation protection.

Since its IPO in June 2014, SIR has delivered an annualised Total Accounting Return of 16.5 per cent.

on the basis of the Adjusted EPRA NTA per SIR Share as at 31 March 2022 (unaudited).

SIR’s strong performance since IPO has been achieved through a combination of income and capital

growth, with income returns accounting for 33 per cent. of the Total Accounting Return over the

period and the balance from capital growth, including that unlocked by asset management

initiatives. Key asset management initiatives include the re-gear of the Merlin leases to a 55.5-year

unexpired term from December 2021, bringing the total proportion of the rent roll that has benefit

from lease extension to 38 per cent.

Pursuant to an external valuation of the SIR Portfolio by CBRE Limited as at 31 March 2022, SIR had

£2.3 billion of gross property assets (unaudited) as at that date. On an adjusted basis, updating the

31 December 2021 audited net assets of the SIR Group for this 31 March 2022 external valuation

and the refinancing of the Merlin facility which completed in April 2022, SIR had £1.5 billion of net

assets (unaudited) and an Adjusted EPRA NTA per SIR Share of 475.5 pence (unaudited) as at

31 March 2022.17

SIR’s management team is strongly aligned with SIR Shareholders through its 12.4 per cent. interest

in SIR worth £191 million calculated by reference to the Adjusted EPRA NTA per SIR Share

(unaudited) as at 31 March 2022 of 475.5 pence.

2.      Business overview and investment strategy

SIR is a UK REIT specialising in real estate assets that provide long term rental income with upward

only inflation protection. The business is financed with non-recourse debt considered by the SIR

Board to be appropriate to asset specific and wider market risks, with significant in-built protections

intended to enhance returns for shareholders without taking undue borrowing risk.

Investment policy

SIR invests in long term, secure income streams from real estate investments. A long term income

stream is considered to be one with (or a portfolio with) a weighted average unexpired lease term

in excess of 15 years at the time of acquisition. Security of income is assessed with reference to the

extent of rent cover from underlying earnings, the credit strength of tenants and (where relevant)

guarantors, and the reversionary potential of the assets.

The portfolio is considered by the SIR Board to offer attractive geared returns from high quality real

estate, with tenants which have well established brands in industry sectors with strong defensive

characteristics. The SIR Board proposes to build on this strong foundation by seeking to:

•        diversify sources of income and enhance prospects for attractive shareholder returns through

acquisitions; and

•        manage the company’s capital structure in order to enhance income returns for investors

whilst maintaining discipline over net debt levels and terms.

Summary of investment strategy

SIR aims to hold a diversified portfolio of long term, secure income streams from real estate

investments across a range of property sectors, enhancing prospects for attractive total returns both

from the existing portfolio and, when appropriate, through earnings accretive acquisitions. In this
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way, SIR aims to offer attractive geared returns from high quality real estate, with tenants operating

with well established brands in industry sectors with strong defensive characteristics.

An important characteristic of the investment strategy is that assets acquired are Key Operating

Assets, meaning they are business critical from the tenant’s perspective. In that way, rental security

is more certain as the assets in question form an essential part of the value of the tenants’ own

businesses, therefore the tenants are strongly motivated to continue to invest in the assets and to

retain their leases.

Through the implementation of the investment policy, SIR aims to deliver total returns-enhancing

deals in the interests of all SIR Shareholders and, when investment and equity market conditions

are right, to add to the SIR Group’s existing portfolio of Key Operating Assets to further build a

substantial diversified portfolio providing secure, growing income and capital returns for SIR

Shareholders.

3.      Investment adviser

Prestbury Investment Partners Limited is the investment adviser to SIR pursuant to the SIR

Investment Advisory Agreement, a summary of which is set out in paragraph 12.2 of Part 9

(Additional information) of this document.

As explained in Part 1 (Letter from the Chairman) of this document, Conditional upon the completion

of the Merger, Amalfi (being an entity financed by shareholders of the LXi Investment Advisor) has

agreed to acquire the entire issued share capital of Prestbury from the members of the Prestbury

Management Team. It is anticipated that completion of the Prestbury Acquisition will occur shortly

following completion of the Merger and is conditional only on the Merger becoming Effective. If the

Merger does not become Effective, the Prestbury Acquisition will not complete. Further, completion

of the Merger is conditional upon passing of the resolution at the SIR General Meeting approving the

Prestbury Acquisition.

The Prestbury Management Team comprises a team of property and finance professionals who

between them have extensive experience in the UK real estate market. The key individuals

responsible for executing SIR’s investment strategy at Prestbury are:

Nick Leslau

Nick Leslau, BSc (Hons) Est Man, FRICS, is the Chairman and majority shareholder of Prestbury

Investment Partners Limited, investment adviser to the SIR Group. He is a Fellow of the RICS who

has been Chairman and Chief Executive of Prestbury Investment Holdings Limited since it

commenced business in 2000 and was Chairman of Prestbury Investments LLP from its

establishment in 2006 until 2019, when its business was transferred to Prestbury Investment

Partners Limited.

He was Chief Executive of Burford Holdings Plc for approximately ten years up to 1997 and Group

Chairman and Chief Executive of Prestbury Group Plc from 1998. He has sat on many quoted and

unquoted company boards including, most recently, Max Property Group Plc, and is a member of the

Bank of England Property Forum.

Sandy Gumm

Sandy Gumm, Bec, CA (ANZ), is an Australian qualified Chartered Accountant with over 29 years’

experience and is Chief Operating Officer of and a shareholder in Prestbury Investment Partners

Limited, investment adviser to the SIR Group. She qualified as a Chartered Accountant in 1992 and

worked for KPMG for nine years in Sydney and London before becoming Group Financial Controller

of Burford Holdings Plc, where Nick Leslau was Chief Executive, in 1995. She was Finance Director

at the time that Prestbury Group Plc was established in 1997 and in 2007 became Chief Operating

Officer of Prestbury.

Mike Brown

Mike Brown, BSc (Land Man), MRICS, is Chief Executive Officer of and a shareholder in Prestbury

Investment Partners Limited, investment adviser to the SIR Group. A Chartered Surveyor with over

38 years’ experience, he joined the management team in 2009 at the time of the flotation of Max
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Property Group Plc, a limited life opportunity fund which was sold to Blackstone in 2014. Previously

he was Deputy Chief Executive of Helical Bar Plc, with responsibility for all its investment and trading

activities from 1998 to 2009, and a Director of Threadneedle Property Fund Managers, running their

largest property fund from 1992 to 1998. Mike is also a Non-Executive Director of Weybourne

Limited and Chairman of its Property Advisory Committee.

Tim Evans

Tim Evans, MA Hons (Cantab), MRICS, is a Chartered Surveyor with 30 years of experience. Tim

joined Prestbury Investment Holdings Limited as a senior surveyor in 2002 and became Property

Director in 2005. Prior to joining Prestbury, Tim held positions with Jones Lang LaSalle, Hill Samuel

Asset Management and MEPC Plc. Tim is the Property Director of and a shareholder in Prestbury

Investment Partners Limited.

Ben Walford

Ben Walford, BSc (Hons) Est Man, MRICS, is a Chartered Surveyor with over 15 years’ experience.

Ben joined Prestbury Investment Holdings Limited as a Trainee Surveyor in May 2002 and has risen

to become a partner in 2011. Ben has extensive experience in property investment, refurbishment

and design.

As explained in Part 1 (Letter from the Chairman) of this document, following completion of the

Merger, Nick Leslau and Sandy Gumm, who are currently non-executive directors on the Board of

SIR, will join the LXi Board as non-executive directors, while Tim Evans and Ben Walford will provide

ongoing consultancy support to LXi REIT Advisors. Certain senior Prestbury employees from the

property and finance teams will also transfer to LXi REIT Advisors.

4.      SIR Portfolio

As at 30 April 2022, SIR’s property portfolio comprised 160 key operating, fully let properties valued

at £2,302.8 million with a rent roll of £117.6 million and market leading WAULT of 29.7. 58 per cent.

of the portfolio is subject to index linked rent reviews, providing significant inflation protection with

a further 41 per cent. benefiting from fixed annual uplifts at an average of 2.82 per cent. per annum.

The table below summarises the 160 assets which form the SIR Portfolio as at 30 April 2022:

                                                                                    Passing          Number                            Net Initial 

Sector                                                 Valuation                rent        of assets           WAULT               Yield

Leisure                                       £1,004.5m             42%                25             46.6          4.51%

Healthcare                                    £867.7m             32%                12             15.4          4.06%

Budget hotels                                £430.6m             26%              123             20.2          6.75%
                                                                    –––––––––––      –––––––––––      –––––––––––      –––––––––––      –––––––––––

                                                £2,302.8m           100%              160             29.7          4.76%

                                                                    –––––––––––      –––––––––––      –––––––––––      –––––––––––      –––––––––––

CBRE valued the SIR Portfolio at £2,302.8 million as at 30 April 2022 (unaudited).18 Please refer to

Part B of Part 7 (Property valuation reports) of this document for further information on the valuation

of the SIR Portfolio.

5.      Debt finance 

The SIR Group’s operations are financed by a combination of cash resources and non-recourse debt

finance, where the equity at risk is limited to the net assets within six ring-fenced subgroups. As at

the Latest Practicable Date, the SIR Group has entered into six facility agreements, details of which

are set out in paragraphs 12.3 to 12.8 of Part 9 (Additional information) of this document.

By financing investments with a combination of equity and appropriately structured debt, SIR seeks

to enhance returns to its shareholders in a way that properly manages risk. To date, all credit

facilities have been strictly non-recourse secured credit facilities where the equity at risk is limited

to the net assets within ring-fenced subgroups. There are currently six such subgroups which are

self-contained, with no cross-default provisions between them. In all cases, substantial financial
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covenant headroom was negotiated into the credit agreements at the outset together with

appropriate cure rights where cash can be diverted to a security group to maintain covenant

compliance if that becomes necessary. As new investments are acquired or existing facilities

refinanced, or if debt market conditions change, the appropriateness of the financing structure is

kept under review in order to deliver well priced borrowings while protecting SIR Shareholders’

equity. While the additional protections can increase the cost of debt, that trade-off is evaluated

relative to the risks in the specific assets and in the debt structure.

6.      Market overview, trends and competition

As both the SIR Group and the LXi Group operate in the property sector, please refer to paragraph 11

of Part 2 (Information on the LXi Group) of this document for an overview of the market in which

the SIR Group operates.

7.      Share capital of SIR

As at the Latest Practicable Date, there were 324,035,146 SIR Shares of £0.10 each in issue, all

which have been issued fully paid, and no SIR Shares were held in treasury. The SIR Shares are

traded on the AIM market of the London Stock Exchange.
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                                                  Part 4                                                   

Financial information on the LXi Group

1       Historical financial information incorporated by reference

The following parts of the annual report and audited accounts of the LXi Group for the financial year

ended 31 March 2021 (the “2021 Annual Report and Accounts”) and the unaudited interim

accounts of the LXi Group for the six months ended 30 September 2021 (the “2021 Interim

Report”), which have been previously published, have been incorporated into this document by

reference:

                                                                                                                            2021 Annual 

                                                                                                                                   2021       Report and

                                                                                                                   Interim Report           Accounts

Nature of information                                                                                     (page no(s))    (page no(s))

Highlights                                                                                                      2-3                  2-4

Chairman’s Statement                                                                                    4-6                  6-7

Investment Advisor’s Report                                                                          7-16                8-12

Climate risk strategy report                                                                                –              13-17

Environmental, social and governance                                                          18-25                     –

Property portfolio                                                                                            26                   19

Key performance indicators                                                                         28-29                   25

EPRA performance measures                                                                            30                   26

Directors’ Report                                                                                               –              35-37

Independent Auditor’s Report                                                                             –              53-58

Independent Review Report                                                                              33                     –

Consolidated Statement of Comprehensive Income                                            34                   60

Consolidated Statement of Financial Position                                                     35                   61

Consolidated Statement of Changes in Equity                                               36-37                   62

Consolidated Cash Flow Statement                                                                   38                   63

Notes to the Consolidated Financial Statements                                            39-67              64-86

Company Statement of Financial Position                                                            –                   87

Company Statement of Changes in Equity                                                           –                   88

Notes to the Company Financial Statements                                                        –              89-92

Notes to the EPRA and alternative performance measures                                  68                   94

The 2021 Annual Report and Accounts have been prepared in accordance with IFRS and were

audited by BDO LLP, whose report was unqualified. BDO LLP is a member firm of the Institute of

Chartered Accountants in England and Wales.

Any statement contained in the 2021 Annual Report and Accounts or the 2021 Interim Report which

is deemed to be incorporated by reference herein shall be deemed to be modified or superseded for

the purpose of this document to the extent that a statement contained herein (or in a later document

which is incorporated by reference herein) modifies or supersedes such earlier statement (whether

expressly, by implication or otherwise). Any statement so modified or superseded, shall not be

deemed, except as so modified or superseded to constitute a part of this document.

To the extent that any part of the 2021 Annual Report and Accounts or the 2021 Interim Report that

is incorporated into this document by reference itself contains information that is incorporated by

reference, such information shall not form part of the Prospectus.

Those parts of the 2021 Annual Report and Accounts and the 2021 Interim Report which are not

being incorporated into this document by reference are either not relevant for investors or are

covered elsewhere in the Prospectus.

Copies of the 2021 Annual Report and Accounts and the 2021 Interim Report are available online at

www.LXiREIT.com and are also available for inspection at the address referred to in paragraph 22 of

Part 9 (Additional information) of this document.
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2.      Significant change                                                                                                            

Save as disclosed below, there has been no significant change in the financial position or financial

performance of the LXi Group since 30 September 2021, being the end of the last financial period

for which interim financial information has been published.

The following significant changes in both the financial position and the financial performance of the

LXi Group have taken place since 30 September 2021:

Capital raise

•        On 14 February 2022, the Company issued a total of 176,056,338 LXi Shares at an issue price

of 142 pence per LXi Share pursuant to the 2021 Share Issuance Programme, raising gross

proceeds of £250 million.

•        On 16 December 2021, the LXi Board announced the issue of 35,715,862 new LXi Shares to

Laxmi Niveria S.L.U. at a price of 145 pence per new LXi Share. The new LXi Shares were

issued as part payment for the acquisition of a property fully let to Sainsbury’s Supermarkets

Limited with 19 years unexpired to first break in addition to £7 million in cash.

Dividends

•        On 30 December 2021, the Company paid an interim quarterly dividend of 1.5 pence per LXi

Share in respect of the quarter ended 30 September 2021 to LXi Shareholders on the register

at 3 December 2021, amounting to £10.5 million.

•        On 10 January 2022, the Company announced an annual dividend target for the year ending

31 March 2023 of 6.3 pence per LXi Share in aggregate, paid on a quarterly basis in cash, by

way of four equal dividends.

•        On 25 March 2022, the Company paid an interim quarterly dividend of 1.5 pence per LXi Share

in respect of the quarter ended 31 December 2021 to LXi Shareholders on the register at

11 February 2022, amounting to £11 million.

•        On 19 May 2022, the Company declared an interim quarterly dividend of 1.5 pence

per LXi Share in respect of the quarter ended 31 March 2022, payable on 24 June 2022 to

LXi Shareholders on the register at 27 May 2022.

Acquisitions and disposals

•        On 11 November 2021, the LXi Group sold the parade of shops that was originally acquired

ancillary to the Co-op portfolio purchased in 2020, generating proceeds of £0.6 million and

reflecting a £0.3 million uplift on the acquisition price.

•        On 20 December 2021, the LXi Group unconditionally exchanged on the acquisition of 3 petrol

station and convenience stores let to Co-Op in Norwich, Sheffield and Washington, which

completed on 18 February 2022. The price reflects £11.74 million, reflecting a 4.8 per cent.

net initial yield.

•        On 4 January 2022, the LXi Group completed the acquisition of a Sainsbury’s anchored

scheme in Middlehaven, Middlesbrough. The consideration for the acquisition comprised

35,715,862 Ordinary Shares, which were issued to the seller at an issue price of 145 pence

per share, and £7.0 million of cash. The consideration represents a 4.9 per cent. net initial

yield.

•        Since 30 September 2021 the Group has also completed on the following acquisitions, for a

total value of £223.3 million at a 5.2 per cent. net initial yield:

–       Completed the acquisition of a pre-let forward funding of a portfolio of 7 Costa

drive-thru assets across the UK with 15-year unbroken lease terms and five yearly RPI

linked uplifts.

–       Completed the acquisition of a pre-let forward funding of a Lidl foodstore and a Lok n’

Store self-storage facility in Basildon, Essex with a 20-year unbroken lease term from
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build completion and five yearly RPI linked uplifts on the Lidl asset and a 25-year

unbroken lease term with fixed uplifts on the Lok n’ Store asset.

–       Completed the acquisition of a pre-let forward funding of a Sainsbury’s foodstore in

Bewdley with a 15-year unbroken lease term from build completion and five yearly CPI

linked uplifts.

–       Completed the acquisition of a David Lloyd health and racquets club in Hamilton with a

25-year unexpired lease term and annual RPI linked uplifts.

–       Completed the acquisition of a Q-Park car park in York with a 21-unexpired lease term

and annual RPI linked uplifts.

–       Completed the acquisition of a pre-let forward funding of a Premier Inn hotel in Exeter

with a 16-year unexpired lease term and five yearly CPI linked uplifts.

–       Completed the acquisition of a sale and leaseback acquisition of a Cazoo car storage

facility in Edinburgh, Scotland with a 20-year unbroken lease with five yearly CPI linked

uplifts.

–       Completed the acquisition of a Cazoo car storage facility in Cardiff, Wales with a 20-year

unbroken lease with five yearly RPI linked uplifts.

–       Completed the acquisition of a sale and leaseback acquisition of a portfolio of four

further Cazoo assets diversified across the UK with a 20-year unbroken lease term and

five yearly CPI linked uplifts.

–       Completed the acquisition of a Compass training facility in Milton Keynes with an

18 year-unexpired lease with annual RPI linked uplifts.

–       Completed the acquisition of a second Compass training facility in Yarnfield with a

17-year-unexpired lease term and annual fixed uplifts.

–       Completed the acquisition of a pre-let forward funding of a BT asset in Scotland with a

17.5-year unexpired lease term from build completion and five yearly CPI linked uplifts.

–       Completed the acquisition of an Asda foodstore in Halesowen, Birmingham with a

22-year unexpired lease term and five yearly fixed uplifts of 3 per cent. per annum

compounded (completion in Q1 of FY 2023).

Debt

•        On 11 May 2022, the LXi Group entered into the Acquisition Facility Agreement with Barclays

Bank PLC and HSBC Bank PLC (the “Lenders”), pursuant to which the Lenders have made

available to the LXi Group (i) an unsecured term loan facility of up to £385 million, the

proceeds of which are to fund the cash consideration payable to SIR Shareholders under

the Partial Cash Alternative, and (ii) an unsecured term loan facility of up to £830 million to

the LXi Group for the purpose of refinancing any financial indebtedness of the SIR Group that

may become due and payable by the Combined Group as a result of the Merger. As at the date

of this document, the LXi Group has not drawn down on either of these facilities. Further

details of the Acquisition Facility Agreement are set out in paragraph 11.4 of Part 9 (Additional

information) of this document.

3.      Capitalisation and indebtedness                                                                                      

The following table shows the unaudited consolidated gross indebtedness of the LXi Group as at

31 March 2022 and the unaudited consolidated capitalisation of the LXi Group as at 30 September

2021 (being the last date in respect of which the Company has published financial information). The

figures for capitalisation have been extracted without material adjustment from the unaudited

consolidated financial statements of the LXi Group as at 30 September 2021. The indebtedness

figures have been extracted from the underlying accounting records of the LXi Group as at 31 March

2022.
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                                                                                                                         31 March 2022 

                                                                                                                                                   (unaudited) 

                                                                                                                                                                £m

Total Current Debt

Guaranteed                                                                                                                             –

Secured                                                                                                                                  –

Unguaranteed/Unsecured                                                                                                         –

Total Non-Current Debt (excluding current portion of long-term debt)

Guaranteed                                                                                                                             –

Secured1                                                                                                                           246.0

Unguaranteed/Unsecured                                                                                                         –
                                                                                                                               –––––––––––

Total indebtedness                                                                                                         246.0

                                                                                                                                                                                   –––––––––––

                                                                                                                   30 September 2021 

Capitalisation2                                                                                                                         (unaudited) 

                                                                                                                                                                £m

Share capital                                                                                                                        7.0

Legal reserve3                                                                                                                   645.5

Other reserve4                                                                                                                    53.1
                                                                                                                               –––––––––––

Total capitalisation                                                                                                         705.6

                                                                                                                                                                                   –––––––––––

Notes:

1     Secured debt comprises: term loans (£170.0m) and drawdowns against the revolving credit facility (£76.0m) gross of

arrangement fees.

2     Capitalisation does not include retained earnings.

3     Legal reserve comprises the share premium reserve.

4     Other reserve comprises the capital reduction reserve.

There has been no material change in the indebtedness of the Company since 31 March 2022 other

than the Acquisition Facility Agreement with Barclays and HSBC, with a principal amount of

£385 million, in order to finance the cash consideration payable by the Company to SIR Shareholders

pursuant to the Partial Cash Alternative being made available pursuant to the Merger. Pursuant to

the Acquisition Facility Agreement, Barclays and HSBC have also made available a Backstop Facility

of up to £830 million to the LXi Group for the purpose of refinancing any financial indebtedness of

the SIR Group that may become due and payable by the Combined Group as a result of the Merger.

The Backstop Facility has been put in place to protect the Combined Group in the event that the

Merger triggers any mandatory prepayment events under the SIR Group’s existing debt facilities.

However, as at the date of this document, the Company does not expect to utilise the Backstop

Facility.

There has been no material change in the capitalisation of the Company since 30 September 2021

other than the issuance of 211,772,200 LXi Shares since that date which has increased share capital

by £2.1 million and share premium by £294.5 million. These include:

•        On 14 February 2022, the Company issued a total of 176,056,338 LXi Shares at an issue price

of 142 pence per LXi Share pursuant to the 2021 Share Issuance Programme, raising gross

proceeds of £250 million.

•        On 16 December 2021 the Board announced the issue 35,715,862 new ordinary shares to

Laxmi Niveria S.L.U. at a price of 145 pence per new ordinary share. The new ordinary shares

were issued as part payment for the acquisition of a property fully let to Sainsbury’s

Supermarkets Limited with 19 years unexpired to first break in addition to £7 million in cash.

90



The following table shows the LXi Group’s unaudited net financial indebtedness as at 31 March 2022:

                                                                                                                         31 March 2022 

                                                                                                                                                   (unaudited) 

                                                                                                                                                                £m

(A) Cash and cash equivalents                                                                                          72.5

(B) Liquidity                                                                                                                  72.5

(C) Current financial indebtedness                                                                                         –

(D) Net current financial Liquidity (B+C)                                                                     72.5

(E) Non-current bank loans1                                                                                          (246.0)

(F) Non-current financial indebtedness                                                                    (246.0)

(G) Net financial indebtedness (D+F)                                                                       (173.5)

Note:

1     Non-current bank loans comprises: term loans (£170m) and drawdowns against the revolving credit facility (£76.0m) gross

of arrangement fees.

The LXi Group also has derivative financial instruments not reflected in the above analysis which

have been measured at fair value on the balance sheet at £1.3 million as at 31 March 2022.

As at 31 March 2022, the LXi Group had no material indirect or contingent indebtedness.
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Part 5

Financial information on the SIR Group

1.      Historical financial information                                                                                       

The audited consolidated financial statements of the SIR Group for the three financial years ended

31 December 2019, 31 December 2020 and 31 December 2021, together with the accompanying

notes, are reproduced in the Appendix to this document. The financial statements were prepared in

accordance with IFRS and were audited by BDO LLP, whose reports were unqualified. BDO LLP is a

member firm of the Institute of Chartered Accountants in England and Wales.

The LXi Directors confirm that no material adjustment needs to be made to the financial information

of the SIR Group to achieve consistency with the LXi Group’s accounting policies for the financial

periods ended 31 December 2021, 31 December 2020 and 31 December 2019. The SIR Group’s

accounting policies under which this financial information was prepared are not materially different

from the LXi Group’s accounting policies.

2.      Selected financial information

The key figures that summarise the SIR Group’s financial condition in respect of the financial years

ended 31 December 2019, 31 December 2020 and 31 December 2021, which have been extracted

without material adjustment from the audited financial statements of the SIR Group for those years,

are set out below. Investors should read the whole of this document and not just rely on the key or

summarised data below.

SIR Group Balance Sheet

                                                                               31 December    31 December    31 December

                                                                                                         2021                  2020                  2019

                                                                                                          (£m)                 (£m)                  (£m)

Non-current assets

Investment properties                                                       2,158.2           1,975.6           2,111.3

Headlease rent deposits                                                           2.8                 2.8                 2.7

Property, plant and equipment                                                 0.2                 0.2                    –

Interest rate derivatives                                                          0.1                    –                    –
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

                                                                                       2,161.3           1,978.6           2,114.1
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Current assets

Cash and cash equivalents                                                   198.4              219.7              267.1

Trade and other receivables                                                     2.8               20.0                 3.8
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

                                                                                          201.2              239.7              270.9
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Total assets                                                                   2,362.5           2,218.3           2,385.0

                                                                                                                      ––––––––––            ––––––––––            ––––––––––
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                                                                               31 December    31 December    31 December

                                                                                                         2021                  2020                  2019

                                                                                                          (£m)                 (£m)                  (£m)

Current liabilities

Trade and other payables                                                      (41.3)             (32.9)             (38.3)

Secured debt                                                                     (373.8)               (5.0)               (1.2)

Interest rate derivatives                                                         (0.2)               (0.5)               (0.2)

Current tax liability                                                                (0.1)               (0.1)               (0.1)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

                                                                                        (415.4)             (38.5)             (39.8)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Non-current liabilities

Secured debt                                                                     (538.6)           (916.6)           (920.4)

Head rent obligations under finance leases                             (30.6)             (28.7)             (28.2)

Deferred tax liability                                                               (8.0)             (11.9)             (11.3)

Interest rate derivatives                                                         (0.1)               (1.1)               (0.8)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

                                                                                        (577.3)           (958.3)           (960.6)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Total liabilities                                                                 (992.7)           (996.8)        (1,000.5)

                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Net assets                                                                      1,369.8           1,221.5           1,384.5

                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Basic and diluted NAV per share                                         422.7p            377.0p            428.8p

SIR Group Income Statement

                                                                                                      Year to              Year to             Year to 

                                                                                            31 December    31 December    31 December

                                                                                                         2021                  2020                  2019

                                                                                                           (£m)                 (£m)                  (£m)

Revenue                                                                             122.4              121.7              132.7

Property outgoings                                                                 (0.6)               (1.5)               (1.3)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Gross profit                                                                       121.8              120.2              131.4

Administrative expenses                                                       (15.2)             (17.0)             (22.1)

Profit on disposal of investment properties                                   –                    –               53.1

Investment property revaluation                                           140.2            (166.7)              75.7
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Operating profit/(loss)                                                    246.8              (63.5)            238.0

Net finance costs                                                                 (50.0)             (49.9)             (83.5)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Profit/(loss) before tax                                                    196.8            (113.4)            154.5

Tax credit/(charge)                                                                  2.8                (0.3)               (1.1)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Profit/(loss) for the year                                                 199.6            (113.7)            153.4

                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Earnings per share

Basic                                                                                  61.6p              (35.1)p           47.5p

Diluted                                                                               61.6p              (35.1)p           47.3p
                                                                                                                      ––––––––––            ––––––––––            ––––––––––
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SIR Group Cash Flow Statement

                                                                                                      Year to              Year to              Year to

                                                                                            31 December    31 December    31 December

                                                                                                         2021                  2020                  2019

                                                                                                           (£m)                  (£m)                 (£m)

Operating activities

Profit/(loss) before tax                                                         196.8            (113.4)            154.5

Investment property revaluation                                          (155.5)            142.5              (86.7)

Administrative expenses payable in shares                                   –                    –                 4.9

Profit on disposal of investment properties                                   –                    –              (53.1)

Finance income                                                                          –                (0.4)               (0.7)

Finance costs                                                                        50.0               50.3               84.2
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Cash flows from operating activities 

before changes in working capital                                  91.3               79.0              103.1

Changes in working capital:

Trade and other receivables                                                    17.0              (18.8)               (0.3)

Trade and other payables                                                         5.5                (5.5)               (2.1)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Cash generated from operations                                      113.8               54.7              100.7

Tax paid                                                                                (0.3)               (0.4)               (0.2)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Cash flows from operating activities                                113.5               54.3              100.5

                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Investing activities

Leisure lease incentive payments                                          (30.5)                   –                    –

Disposal of investment properties                                             0.1                 2.6              357.7

Interest received                                                                        –                 0.4                 0.7

Acquisition of property, plant and equipment                                –                (0.2)               (0.3)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Cash flows from investing activities                                 (30.4)                2.8              358.1

                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Financing activities

Dividends paid                                                                     (49.3)             (50.8)             (52.5)

Interest and finance costs paid                                              (47.7)             (47.9)             (53.6)

Scheduled repayment of secured debt                                     (7.3)               (4.4)               (4.0)

Repayment of secured debt from proceeds of 

disposal of investment properties                                              –                (1.5)           (154.5)

Fees on accelerated prepayment of secured debt                          –                    –              (27.9)

Loan arrangement costs paid                                                      –                    –                (0.7)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Cash flows from financing activities                               (104.3)           (104.6)           (293.1)

                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Decrease in cash and cash equivalents                            (21.2)             (47.5)            165.5

Cash and cash equivalents at the beginning of the year          219.7              267.1              101.7

Currency translation movements                                             (0.1)                0.1                (0.1)
                                                                                                                      ––––––––––            ––––––––––            ––––––––––

Cash and cash equivalents at the end of the year           198.4              219.7              267.1

                                                                                                                      ––––––––––            ––––––––––            ––––––––––
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3.      Operating and financial review

The SIR Group’s published annual reports and accounts for the three financial years ended

31 December 2019, 31 December 2020 and 31 December 2021, which are reproduced in the

Appendix to this document, included, on the pages specified in the table below: descriptions of the

SIR Group’s financial condition (in both capital and revenue terms); details of the SIR Group’s

investment activity and portfolio exposure; and changes in its financial condition for each of those

years.

Annual report and accounts for 

the year ended 31 December

Nature of information                                                                     2021                 2020                 2019

                                                                                                 Page No(s)       Page No(s)       Page No(s)

Highlights                                                                               2-4                 2-4                 2-3

Chairman's Statement                                                             5-7                 5-7                 4-5

Investment Adviser's Report                                                  8-31               8-36               6-22

4.      Significant change                                                                                                            

Save as disclosed below, there has been no significant change in the financial position or the

financial performance of the SIR Group since 31 December 2021, being the date to which the latest

audited financial information has been published.

The following significant changes in both the financial position and the financial performance of the

SIR Group have taken place since 31 December 2021:

•        On 3 March 2022, certain SIR Group companies entered into committed credit agreements for

£232.0 million and €60.2 million of senior debt, which was fully drawn on 29 April 2022. The

proceeds of the loans and an estimated £108.2 million of the SIR Group’s cash reserves was

applied to prepay secured debt facilities originally due to mature in October 2022.

•        On 20 January 2022, SIR declared an interim quarterly dividend of 3.95 pence per share in

respect of the year ending 31 December 2021, amounting to £12.8 million. This dividend was

paid on 4 March 2022.

•        On 21 April 2022, SIR declared an interim quarterly dividend of 3.95 pence per share in

respect of the year ending 31 December 2022. This dividend will be paid on 7 June 2022.
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Part 6

               Financial effects of the Merger on the LXi Group                

The Merger will be effected by the issue of New LXi Shares to SIR Shareholders based on a NAV for

NAV merger ratio of 3.32 New LXi Shares for each SIR Share. This exchange ratio is based on the

Adjusted EPRA NTA per LXi Share as at 31 March 2022 of 143.4 pence (unaudited) and the Adjusted

EPRA NTA per SIR Share as at 31 March 2022 of 475.5 pence (unaudited).

The Adjusted EPRA NTA per LXi Share as at 31 March 2022 has been calculated by adjusting the

unaudited estimated 31 March 2022 EPRA NTA per LXi Share for the effect of completion of certain

asset acquisitions that had exchanged conditionally prior to 31 March 2022 and completed in April

2022.19 The Adjusted EPRA NTA per SIR Share (unaudited) has been calculated by adjusting the

31 December 2021 audited net assets of the SIR Group for a 31 March 2022 external valuation of

the SIR Portfolio by CBRE and the refinancing of the Merlin facility which completed in April 2022.20

Calculations have been made in accordance with IFRS and EPRA Best Practice Recommendations.

As at 31 March 2022, LXi had cash and cash equivalents of £73 million (unaudited). Due to the

Partial Cash Alternative being an election by SIR Shareholders, the total cash consideration in the

Merger is not currently known. However, assuming all SIR Shareholders take up their full cash

entitlement, the total cash consideration paid by LXi pursuant to the Merger would be £385 million.

This cash will be funded by drawing down up to £385 million from the Acquisition Facility. In addition,

LXi had gross borrowing of £240 million as at 31 March 2022 (unaudited).

As at 31 December 2021, SIR had cash and cash equivalents of £198.4 million (audited and

including uncommitted and other cash). SIR had also gross borrowings of £916.8 million as at

31 December 2021 (audited). Following the refinancing of the Merlin facilities, in March 2022 the

adjusted gross borrowing position for SIR reduced to £827.9 million (unaudited) whilst cash and

cash equivalents also reduced to £90.2 million (unaudited).

The total costs for the Combined Group in connection with the Merger and Admission are expected

to be £29.5–31.6 million and funded from cash.

After adjusting for the costs, updated valuations as at 31 March 2022 and acquisitions since that

date, as well as the Merlin refinancing, following the Merger, the Combined Group is expected to

have an estimated Loan to Value ratio of 37 per cent. (assuming the Partial Cash Alternative is fully

taken up in aggregate) and a new maximum gearing threshold of 40 per cent.

The Combined Group’s adjusted and unaudited EPRA Net Tangible Assets as at 31 March 2022,

accounting for adjustments noted above and assuming the Partial Cash Alternative is fully taken up,

is expected to be £2.4 billion.21 Based on its estimates of combined synergies and savings arising

from the Merger of the two companies which have been quantified to be £8.6 million per annum, LXi

anticipates that the acquisition of SIR will be accretive to the future cash earnings per share of the

Company.

96

19   The estimated EPRA NTA per LXi Share (unaudited) and Adjusted EPRA NTA per LXi Share (unaudited) as at 31 March 2022

are management estimates of the LXi Directors based on (a) the external valuation of the LXi Portfolio by Knight Frank LLP

as at 31 March 2022 (as set out in Part A of Part 7 of this document), (b) statements and information received by the

Company from its lending and depositary banks and (c) unaudited management information of the LXi Group. The estimated

EPRA NTA per LXi Share (unaudited) and Adjusted EPRA NTA per LXi Share (unaudited) as at 31 March 2022 have been

calculated based on guidance published by the EPRA to disclose adjusted measures of NAV and earnings per share which

are designed by the EPRA to better reflect the core long-term operations of the business. The estimated EPRA NTA per LXi

Share and the Adjusted EPRA NTA per LXi Share as at 31 March 2022, and the information used to prepare them, have not

been audited or reviewed by any person other than the LXi Directors, the SIR Directors and the respective advisers of LXi

and SIR. As such, there can be no assurance that an audited EPRA NTA per LXi Share as at 31 March 2022 would reflect

the estimated EPRA NTA per LXi Share or the Adjusted EPRA NTA per LXi Share as at that date.

20   The Adjusted EPRA NTA per SIR Share has not been audited. As such, there can be no assurance that an audited adjusted

EPRA NTA per SIR Share as at 31 March 2022 would reflect the Adjusted EPRA NTA per SIR Share as at that date.

21   The Combined Group's estimated EPRA NTA of £2.4 billion is calculated by the addition of the Adjusted LXi EPRA NTA

(unaudited) and Adjusted SIR EPRA NTA (unaudited) as at 31 March 2022 less the full Partial Cash Alternative and estimated

transaction costs.



Part 7

Property valuation reports

Part A: Property Valuation Report in respect of the LXi Group

LXi REIT plc

6th Floor 125 London Wall

London EC2Y 5AS

Jefferies International Limited 

(lead financial adviser and joint broker to LXi REIT plc)

100 Bishopsgate

London EC2N 4JL

Peel Hunt LLP 

(sponsor, joint financial adviser and joint broker to LXi REIT plc)

100 Liverpool Street

London EC2M 2AT

Secure Income REIT plc

Cavendish House

18 Cavendish Square

London W1G 0PJ

N.M. Rothschild & Sons Limited 

(lead financial adviser and joint Rule 3 adviser to Secure Income REIT plc)

New Court, St Swithin’s Lane

London EC4N 8AL

Stifel Nicolaus Europe Limited 

(joint financial adviser and joint Rule 3 adviser to Secure Income REIT plc)

4th Floor, 150 Cheapside

London EC2V 6ET

(each party above an “Addressee” and together the “Addressees”)

Date of issue: 01 June 2022

Valuation Report – Market Valuations of the commercial assets held by
LXi REIT plc and the provision of a Valuation Report for inclusion in a
Rule 2.7 Announcement, Scheme Document and Combined Prospectus
and Circular

Further to your instructions, we are pleased to provide our Valuation Report in respect of the

recommended offer by LXi REIT plc to acquire the entire issued ordinary share capital of Secure

Income REIT plc (the “Transaction”)

Signed for and on behalf of Knight Frank LLP

Chris Galloway MRICS Michael Crowe MRICS

RICS Registered Valuer RICS Registered Valuer

Partner, Valuation & Advisory Partner, Valuation & Advisory

chris.galloway@knightfrank.com michael.crowe@knightfrank.com

T +44 20 7861 1297 T +44 20 7861 5258

M +44 7788 716 946 M +44 7776 382 124
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1.  Terms of engagement

Engagement of Knight Frank LLP

1.1    This valuation report (the “Valuation”) has been prepared in accordance with our Terms of

Engagement letter dated 6 May 2022 and our General Terms of Business for Valuation Services

(together the “Agreement”). We have carried out a valuation of the freehold, heritable or

leasehold interests in the properties referred to in the Schedule appended to this Valuation

Report (together the “Properties” and each a “Property”) and now report our opinion of the

Market Values (as defined in paragraph 3.1 below) of the Properties as at 31 March 2022.

Client

1.2    Our client for this instruction is LXi REIT plc, 6th Floor, 125 London Wall, London EC2Y 5AS

(the “Client”, “you”, “your”). This valuation has also been addressed to Jefferies International

Limited, Peel Hunt LLP, Secure Income REIT plc, N.M. Rothschild & Sons Limited and Stifel

Nicolaus Europe Limited (who, together with the Client, are the “Addressees”).

Valuation standards

1.3    This valuation has been undertaken in accordance with the current editions of RICS

Valuation – Global Standards, which incorporate the International Valuation Standards, and

the RICS UK National Supplement. References to the “Red Book” refer to either or both of

these documents, as applicable. As required by the Red Book, some key matters relating to

this instruction are set out below.

Independence and expertise                                                                    

Disclosure of any conflicts of interest

1.4    We confirm that we do have a material connection or involvement giving rise to a potential

conflict of interest, as set out below:

Knight Frank LLP are retained by LXi REIT plc as external valuer for financial reporting under

IFRS.

Other than valuation services, Knight Frank LLP have had no material involvement with the

assets being valued, subject to our comments below, and we confirm that we can report

without any material conflict.

•        Cambridge Belfry Hotel, Back Lane, Cambourne, Cambridge CB23 6BW where Knight

Frank LLP acted for the Client on the acquisition of the Property in April 2017;

•        Belasis Business Park, Billingham TS23 4EB where Knight Frank LLP acted for the

vendor on the sale of the Property in July 2018;

•        31 Turnpike Road, Newbury RG14 2NX where Knight Frank acted for the vendor on the

sale of the Property in October 2018;

•        Dobbies Garden Centre, Heighley Gate, Morpeth, NE61 3DA where Knight Frank acted

for the vendor on the sale of the Property in March 2019; and

•        Premier Inn, High Grounds Road, Worksop S80 3AT where Knight Frank acted for the

vendor on the sale of the property in September 2019.

•        New Berwyn Works, Berwyn Road, Llangollen, LL20 8AE where Knight Frank acted for

the Client in the acquisition of the property in June 2021.

•        Biffa Waste Services, Greenbank Road, East Tullos Industrial Estate, Aberdeen,

AB12 3BQ where Knight Frank acted for the vendor on the sale of the property in August

2021.
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1.5    This has been disclosed to you and you have given your consent to us proceeding with this

instruction. We confirm that we are not aware of any undisclosed matter giving rise to a

potential conflict of interest and that we are providing an objective and unbiased valuation.

Valuer and expertise

1.6    The valuers, on behalf of Knight Frank LLP, with the responsibility for this report are Chris

Galloway MRICS, RICS Registered Valuer and Michael Crowe MRICS, RICS Registered Valuer.

Parts of this valuation have been undertaken by additional valuers as listed on our file.

1.7    We confirm that the valuer and additional valuers meet the requirements of the Red Book,

having sufficient current knowledge of the particular market and the skills and understanding

to undertake the valuation competently.

1.8    For the purposes of the Red Book, we are acting as External Valuers, as defined therein.

Use of this Valuation

Purpose of valuation

The Valuation and the Valuation Report are each provided solely for the purpose of:

a)      inclusion in an announcement proposed to be made by the Client and Secure Income

REIT plc under Rule 2.7 of the Takeover Code in connection with the Transaction (the

“Rule 2.7 Announcement”);

b)      inclusion in a scheme document to be published by Secure Income REIT plc in

connection with the Transaction (the “Scheme Document”);

c)      inclusion in a combined prospectus and circular to published by the Client in connection

with the Transaction and the issue and allotment of new shares in the capital of the

Client pursuant to the terms of the Transaction (the “Combined Prospectus and

Circular”);

d)      inclusion and/or reference in any other announcements, documents and/or

supplementary documents released by the Client and/or Secure Income REIT plc which

directly relate to the Transaction (a “Code Document”); and

e)      publication on the Client’s website and Secure Income REIT plc’s website in accordance

with the requirements of the Takeover Code and the Prospectus Regulation Rules of the

Financial Conduct Authority the (“Prospectus Regulation Rules”),

together, the “Purpose”.

In accordance with clause 4.1 of our General Terms neither the Valuation, nor the Valuation

Report can be used for any purpose other than the Purpose without our express written

consent.

Reliance

1.9    This Valuation has been prepared for the Addressees only. Notwithstanding the General Terms

we acknowledge that this Valuation Report will also be for the use of the shareholders of the

Client and shareholders of Secure Income REIT plc for the specific Purpose set out in this

Valuation.

1.10   Save for: (a) the Addressees; and (b) any responsibility arising under the Takeover Code or

Prospectus Regulation Rule 5.3.2(2)(f) to any person as and to the extent there provided, in

accordance with Clauses 3 & 4 of the General Terms and to the fullest extent permitted by

law, we do not assume any responsibility and will not accept any liability to any other person

for any loss suffered by any such other person as a result of, arising out of, or in accordance

with the Valuation Report or our statement, required by and given solely for the purposes of

complying with Rule 29 of the Takeover Code or Prospectus Regulation Rule 5.3.2(2)(f).
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Disclosure & publication

1.11   The Valuation has been prepared for the Client and in accordance with the Agreement which

governs its purpose and use. As stated in the Agreement, this Valuation is confidential to the

Addressees and must not be disclosed to any person other than the Client without our express

written consent. Nor may the whole nor any part of this valuation nor any reference thereto

may be included in any prospectus, listing particulars, published document, circular or

statement nor published in any way without our prior written approval of the form or context

in which it may appear.

1.12   Notwithstanding paragraph 1.11 above, the Valuation may be disclosed as set out below:

1.13   Subject to the terms and conditions (but disregarding for these purposes clauses 4.3 to

4.6 (inclusive) of the General Terms) of the Agreement and to completion of the Valuation

Report and our approval of the form and context thereof, we hereby confirm that we will

authorise and consent to its:

a)      inclusion in the Rule 2.7 Announcement;

b)      inclusion in the Scheme Document;

c)      inclusion in the Combined Prospectus and Circular;

d)      inclusion and/or reference in any other Code Document; and

e)      publication on the Client’s website and Secure Income REIT plc’s website in accordance

with the requirements of the Takeover Code and the Prospectus Regulation Rules.

Limitations on liability

1.14   Knight Frank LLP’s total liability for any direct loss or damage (whether caused by negligence

or breach of contract or otherwise) arising out of or in connection with this Valuation is limited

in accordance with the terms of the Agreement. Knight Frank LLP accepts no liability for any

indirect or consequential loss or for loss of profits.

1.15   We confirm that we hold adequate and appropriate PII cover for this instruction.

1.16   No claim arising out of or in connection with this Valuation may be brought against any

member, employee, partner or consultant of Knight Frank LLP. Those individuals will not have

a personal duty of care to any party and any claim for losses must be brought against Knight

Frank LLP.

1.17   Nothing in this Valuation shall exclude or limit our liability in respect of fraud or for death or

personal injury caused by our negligence or for any other liability to the extent that such

liability may not be excluded or limited as a matter of law.

Scope of work

Information provided to us which we have relied upon

1.18   We will rely on the information previously provided to us by you, or by third parties in respect

of the 31 March 2022 valuation and will assume it to be correct for the purposes of the

Valuation unless you inform us otherwise, subject only to any valuation that we have agreed

to undertake.

1.19   Where we express an opinion in respect of (or which depends upon) legal issues, any such

opinion must be verified by your legal advisors before any Valuation can be relied upon.

1.20   We are instructed to rely on floor areas and tenancy information provided by the Client. We

have not read lease agreements nor verify accordance between tenancy schedule and lease

terms.
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1.21   Knight Frank cannot be held liable with regards to the legal description of the asset, its use,

noncompliance with statutory requirements, technological and natural risks, the areas taken

into account, the existence of concealed defects, presence of asbestos, adverse ground

condition, presence of soil contamination, presence of insects, noxious animals or plants, rot,

or deleterious materials, etc.

Inspections

1.22   In our ongoing role as External Valuers, we are instructed to carry out an external and internal

inspection of the Properties, and the Valuation has been prepared in accordance with our

previous inspections of the Properties.

Special assumptions

1.23   The Valuation has been undertaken on the following special assumptions:

1.24   That the Properties are fully constructed as at the Valuation Date and income producing. This

assumption relates to the following properties:

•        Premier Inn, Worksop

•        Premier Inn, Porthmadog

•        Loaning Meadows Retail Park, Berwick Upon Tweed

•        Lidl, The Brickyard, High Street, East Ham

•       St Hilary Retail Park, Basildon, Essex

•        Costa Drive Thru at the Morrisons Store at Norman Road, Bradford

•        Costa Drive Thru at the Morrisons Store at Buntsford Park Road, Bromsgrove

•        Costa Drive Thru at Smithfield Park Oswestry

•        Costa Drive Thru at the Morrisons Store at Lakeside Parkway, Scunthorpe

•        Costa Drive Thru at the Morrisons Store at Teesside Retail Park, Stockton-on-Tees

TS17 7BP

•        Costa Drive Thru at the Morrisons Store at Wallows Lane, Walsall

•        Retail pod at the Morrisons Store at Lysander Road, Yeovil

•        Sainsbury’s, Dog Lane, Bewdley, Worcestershire, DY12 2BU

•       2 Greenmarket, Dundee, DD1 4EH

1.25   Should the assets above be treated as developments and valued using the residual method,

the value reported would be significantly different incorporating outstanding construction

costs, finance, developers profit and fees.

1.26   A special assumption that the following properties have been purchased on a topped up rent

basis. Therefore should the assets be sold, as at the valuation date, these prices would not be

achievable, without the additional rental top up. We understand the price the Client has paid

to the vendor reflected a deduction being the difference between the contracted rent and the

topped up rent, you will make an adjustment to reflect this deduction.

•        Currock Road, Carlisle CA2 4AX

•        Knight Retail Park, Saffron Walden, Thaxted Road, Essex, CB10 2UR

•       Junction 24 Retail Park, Helen Street, Glasgow, G51 3HR

•       Premier Inn, 398 Topsham Road, Exeter, EX2 6HE
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•        Kents Hill Training Centre, Timbold Drive, Kents Hill Park, Milton Keynes, MK7 6TT

•        Yarnfield Park Training & Conference Centre, Stone, ST15 ONL

Assumptions

1.27   The Valuation will necessarily be based upon a number of assumptions, as set out in the

General Terms, this Letter and within the Valuation.

1.28   While we have not provided a summary of these assumptions, we would in particular draw

your attention to the following assumptions which are particularly important/relevant:

•        We will value each Property separately, not as if they were all sold together as a single

lot or portfolio.
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2.  Valuation

Methodology

2.1    Our valuation has been undertaken using appropriate valuation methodology and our

professional judgement.

Investment method

2.2    Our valuation has been carried out using the comparative and investment methods. In

undertaking our valuation of the property, we have made our assessment on the basis of a

collation and analysis of appropriate comparable investment and rental transactions, together

with evidence of demand within the vicinity of the subject property. With the benefit of such

transactions we have then applied these to the property, taking into account size, location,

terms, covenant and other material factors.

Valuation bases

Market Value

2.3    Market Value is defined within RICS Valuation – Professional Standards as:

“The estimated amount for which an asset or liability should exchange on the valuation date

between a willing buyer and a willing seller in an arm’s length transaction after proper

marketing and where the parties had each acted knowledgeably, prudently and without

compulsion.”

Portfolios

2.4    In a valuation of a property portfolio, we have valued the individual properties and we have

assumed that the individual properties have been marketed in an orderly way.

Valuation date                                                                                           

Valuation date

2.5    The valuation date is 31 March 2022.

Market Value

Market Value

2.6    We are of the opinion that the Market Value of the freehold and long leasehold interests in

the properties, subject to the existing tenancies on the special assumptions

highlighted above, at the valuation date is:

2.7    £1,544,350,000 (One Billion Five Hundred and Forty Four Million Three Hundred and

Fifty Thousand Pounds).

Portfolio Split                                       Market Value

Commercial                                      £1,516,900,000

Assisted Living                                     £27,450,000
                                                                           –––––––––––––––––––

Total                                                 £1,544,350,000
                                                                           –––––––––––––––––––
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2.8    The tenure of the Properties held by the Company as at 31 March 2022 comprises the

following:

                                                                         No. of Properties      Market Value

Freehold or heritable                                                               146    £1,235,020,000

Long leasehold                                                                          38       £309,330,000
                                                                                                        –––––––––––––––––    –––––––––––––––––

Total                                                                                       184    £1,544,350,000
                                                                                                        –––––––––––––––––    –––––––––––––––––

2.9    Appendix 1 comprises the address, tenant and tenure of each of the Properties held by the

Client as at 31 March 2022. Due to the sensitive nature of the use, a list of the Assisted Living

assets is held in our working file but not stated here.

2.10   Our opinions of the value are summarised in the table below:

2.11   There are four Properties of the 184 held by the Company as at 31 March 2022 which

individually account for more than 3% of the aggregate value of the individual Market Values

as at 31 March 2022. These four Properties are listed in the table below. The aggregate market

value of these four properties represents 17.78% of the aggregate of the Market Values held

by the Company as at 31 March 2022.

Sector

Valuation

31 March 2022

Weighting by

Value as at

31 March 2022

Discounted Retail £374,565,000 24.26%

Industrial £289,450,000 18.74%

Hotel £212,600,000 13.77%

Office £177,450,000 11.49%

Care Home £82,925,000 5.37%

Car Park £82,350,000 5.33%

Automotive £70,000,000 4.53%

Garden Centres £43,325,000 2.81%

Public House £41,300,000 2.67%

Drive Thru £38,615,000 2.50%

Nursery £34,825,000 2.25%

Student Housing £32,850,000 2.13%

Assisted Living £27,450,000 1.78%

Leisure £24,900,000 1.61%

Petrol Filling Station £11,745,000 0.76%

TOTAL £1,544,350,000 100.00%

104



2.12   For the purposes of Rule 29.5 of the Takeover Code and paragraph 130(iv) of the CESR

Recommendations (as defined in paragraph 2.16 below), we confirm that in our opinion the

current valuation of the Properties as at the date of this Valuation Report would not be

materially different from the valuation of the Properties as at the valuation date.

2.13   For the purposes of paragraph 130(vi) of the CESR Recommendations we are required to

comment on any differences between the valuation figure in this valuation report and the

valuation figures reported in the Client’s latest published annual accounts. The Company’s

properties were valued as at 31 March 2021 for the bi-annual valuation of the Company. The

difference between the 31 March 2021 valuation and this Valuation is attributed to changes in

the Market Value of the Properties and the acquisition and disposal of assets between that

date and the date of this Valuation Report.

Responsibility

2.14   For the purposes of the Takeover Code, we are responsible for this Valuation Report and accept

responsibility for the information contained in this Valuation Report and confirm that to the

best of our knowledge (having taken all reasonable care to ensure this is the case), the

information contained in this Valuation Report is in accordance with the facts and contains no

omissions likely to affect its import. This Valuation Report complies with the Takeover Code

and we authorise its content for the purposes of Rule 29 of the Takeover Code.

2.15   For the purposes of Prospectus Regulation Rule 5.3.2(R)(2)(f), we are responsible for this

Valuation Report and accept responsibility for the information contained in this Valuation

Report and confirm that to the best of our knowledge, the information contained in this

Valuation Report is in accordance with the facts and the Valuation Report makes no omission

likely to affect its import. This Valuation Report complies with Rules 5.4.5G and 5.4.6G of the

Prospectus Regulation Rules and paragraphs 128 to 130 of the ESMA Update of the CESR

Recommendations for the consistent implementation of the European Commission’s

Regulation (EC) No 809/2004 implementing the Prospectus Directive (as now applicable to the

UK Prospectus Regulation) (the “CESR Recommendations”). For the purposes of this

Valuation Report, “UK Prospectus Regulation” shall mean Regulation (EU) 2017/1129 of the

European Parliament and of the Council of 14 June 2017 on the prospectus to be published

when securities are offered to the public or admitted to trading on a regulated market, and

Address Freehold

Long

Leasehold

Total Market

Value as at

31 March 2022

Percentage of

the Company’s

portfolio by

Market Value 

as at

31 March 2022

Biggin Hill

Airport

£104,350,000 £104,350,000 6.76%

York Biotech

Campus, York,

YO41 1LZ

£59,800,000 £59,800,000 3.87%

Gateway Retail

Park, Cargo

Fleet Road,

Middlehaven,

Middlesborough,

TS3 6AT

£58,850,000 £58,850,000 3.81%

Tesco Welling,

Welling High St,

London,

DA16 1TH

£51,550,000 £51,550,000 3.33%
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repealing Directive 2003/71/EC, as it forms part of the domestic law of the United Kingdom

by virtue of the European Union (Withdrawal) Act 2018 (as amended).

Consent

2.16   Knight Frank LLP has given and has not withdrawn its consent to the inclusion of this Valuation

Report in the Investor Documents which the Client is required to publish and/or make

available in accordance with the Takeover Code, and to the publication and reproduction of

this Valuation Report as required by Rules 26 and 29 of the Takeover Code.

2.17   Knight Frank LLP has given and has not withdrawn its consent to the inclusion of this Valuation

Report in the Combined Prospectus and Circular and to the references to this Valuation Report

and Knight Frank LLP in the Combined Prospectus and Circular in the form and context in

which they appear.
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Appendix 1 List of properties valued          

Address Sector Tenure

Date of

Inspection

Edenmore Care Home, 646 Shore Road,

Newtownabbey, BT3 7PR

Healthcare Freehold 27/04/2021

Apple Mews 1, 95 Cathedral Road, Armagh

BT61 8AB

Healthcare Long leasehold 27/04/2021

Apple Mews 2. 95 Cathedral Road, Armagh,

BT61 8AB

Healthcare Long leasehold 27/04/2021

Nottingham, Victoria Parkway, NG4 2PA Leisure Long leasehold 18/05/2021

Stoke, Ridgeway Drive, ST1 5NY Leisure Long leasehold 18/05/2021

Elder Way, Chesterfield S4 1UN Hotel Freehold 18/05/2021

Premier Inn, Worksop, Nottinghamshire Hotel Freehold 18/05/2021

Greene King, County Hotel, High Street, Newcastle

upon Tyne NE3 1HB

Leisure Freehold 18/05/2021

Greene King, Duke of Wellington, Kenton Lane,

Newcastle upon Tyne NE3 3BQ

Leisure Freehold 18/05/2021

High Street, Gosport, Hampshire PO12 Hotel Freehold 20/05/2021

Dobbies, Heighley Gate, Morpeth, Northumberland.

NE61 3DA

Leisure Freehold 21/05/2021

10-11 Belasis Business Park, Billingham Teesside

TS23 4EB

Industrial Freehold 21/05/2021

Greene King, Brinkburn, Lady Kathryn Grove,

County Durham DL3 0YR

Leisure Freehold 21/05/2021

Spanish City Promenade, Whitley Bay NE26 1AR Hotel Long leasehold 21/05/2021

Wilson Street, Middlesbrough TS1 1AE Hotel Freehold 21/05/2021

North Nelson Industrial Estate. Cramlington

NE23 1WW

Industrial Freehold 21/05/2021

Turbine Business Park, Nissan Way Sunderland

SR5 3QY

Industrial Freehold 21/05/2021

Gestamp, Aycliffe Industrial Estate, Durham

DL5 6EP

Industrial Long leasehold 21/05/2021

Travelodge, Discovery Park, Sandwich, Kent Hotel Freehold 26/05/2021

Canvey Island, Northwich Road, SS8 0PT Leisure Long leasehold 26/05/2021

Greene King, Bridgewater 23 Barton Road,

Greater Manchester, M28 2DP

Leisure Freehold 02/06/2021

Greene King, Bulls Head, 341 London Road,

Cheshire SK7 4PS

Leisure Freehold 02/06/2021

Greene King, Church View Inn, 38 Lunts Heath

Road, Cheshire WA8 5RY

Leisure Freehold 02/06/2021

Greene King, Griffin Inn, 184 Warrington Road,

Cheshire WA8 3XT

Leisure Freehold 02/06/2021

Greene King, Old Leyland Gates. Golden Hill Lane,

Lancashire PR25 3PG

Leisure Freehold 02/06/2021

Greene King, Pear & Partridge, The Parkway,

Staffordshire WV6 7XZ

Leisure Freehold 02/06/2021
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Address Sector Tenure

Date of

Inspection

Greene King, Shrewsbury Arms, 38 Claughton Firs

Prenton, Merseyside CH43 5TQ

Leisure Freehold 02/06/2021

Greene King, Spread Eagle Hotel Hatherlow,

Greater Manchester SK6 3DR

Leisure Freehold 02/06/2021

Greene King, Unicorn, Adlington Road, Cheshire

SK9 2LN

Leisure Freehold 02/06/2021

Newcastle Under Lyme Goose Street, ST5 3HY Leisure Long leasehold 02/06/2021

Q-Park, Piazza Car Park, St James Street,

Manchester M1 4BP

Car Park Long leasehold 02/06/2021

Q-Park, Waterside Car Park, 5 Broad Road,

Manchester M33 2AE

Car Park Freehold 02/06/2021

Viking Park, Widnes WA8 0PE Industrial Freehold 02/06/2021

Q-Park, Tower Bridge Car Park, Gainsford Street,

London SE1 8NH

Car Park Freehold 02/06/2021

21 Brown Street, Dundee DD1 5EF Student Freehold 06/07/2021

1 Afton Way, Dundee, DD4 8BR Leisure Long leasehold 06/07/2021

9 Bridge Street, Aberdeen, AB11 6JL Hotel Freehold 06/07/2021

North end Retail Park, High Street, Cowdenbeath

KY4 9QA

Discount

Foodstore

Freehold 06/07/2021

Bure Park, Lucerne Avenue, Bicester, OX26 3HA Foodstores

and essentials

Freehold 08/07/2021

Greene King, Britannia, Bradwell Lane, Newcastle

under Lyme ST5

Leisure Freehold 12/07/2021

Cornwall Road, Smethwick Birmingham Industrial Freehold 12/07/2021

Orbital 7, Orbital Park, Cannock, Staffordshire

WS11 8XW

Industrial Long leasehold 12/07/2021

The Priory Care Home, 1 Shelly Crescent,

Monkspath, Shirley, Solihull B90 4XA

Healthcare Freehold 12/07/2021

25 Old Haymarket, Liverpool, Merseyside L1 6ER Hotel Long leasehold 13/07/2021

Currock Road, Carlisle, CA2 4AX Discount

Foodstore

Freehold 14/07/2021

William Street, Workington, Cumbria CA14 3YG Hotel Part

Freehold/Part

Long leasehold

14/07/2021

Northampton, Kettering Road, NN3 6AA Leisure Long leasehold 06/08/2021

Peterborough, Lincoln Road PE4 6WS Leisure Long leasehold 06/08/2021

Copenhagen Way, Norwich, Norfolk, NR3 2RT Leisure Freehold 06/08/2021

Griffiths Retail Park, Griffiths Way, St Albans,

Hertfordshire AL1 2RJ

Discount

Foodstore

Freehold 06/08/2021

Geddington Road, Land at • Car

showroom

Freehold 06/08/2021

99a Midland Road, Ellistown, Coalville Foodstores

and essentials

Freehold 09/08/2021

Preston, Riversway, PR2 6BX Leisure Long leasehold 10/08/2021
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Address Sector Tenure

Date of

Inspection

Blackpool, Squires Gate, FY4 2AY Leisure Long leasehold 10/08/2021

Rosegrove Lane, Burnley BB12 6EH Automotive Freehold 10/08/2021

PGL Travel. Winmarleigh Hall, Church Lane.

Winmarleigh, Lancaster, PR3 0LA

Leisure Long leasehold 10/08/2021

Rockingham Street, Sheffield S1 4NL Car Park Freehold 12/08/2021

Q-Park, Riverside Car Park, 5 Millsands, Sheffield

S3 8NH

Car Park Long leasehold 12/08/2021

Phoenix Park Care Village, Phoenix Avenue,

Scunthorpe, DN15 8HN

Healthcare Freehold 12/08/2021

Dobbies Garden Centre, Pennine, Huddersfield,

West Yorkshire, HD8 8LF

Leisure Freehold 12/08/2021

Bradford Victoria Shopping Centre, Bradford

BD8 9BN

Discount

Foodstore

Long leasehold 12/08/2021

Blackpool, Thornton Centre, FY5 5DX Discount

Foodstore

Freehold 18/08/2021

Clifton Drive North, Lytham St Annes, Lancashire

FY8 2NA

Discount

Foodstore

Long leasehold 18/08/2021

Poynton, 89 Park Lane, Poynton, Stockport

SK12 1RD

Foodstore and

Essentials

Freehold 18/08/2021

Premier Inn, Porthmadog Hotel Freehold 18/08/2021

Sandbach Lawton Way CW11, 1TF Discount

Foodstore

Freehold 18/08/2021

Southport, PR8 3HR Discount

Foodstore

Freehold 18/08/2021

Wallasey, CH45 3LE Discount

Foodstore

Freehold 18/08/2021

Wrexham, BorrasPark Road, LL12 7TH Discount

Foodstore

Freehold 18/08/2021

New Berwyn Works, Berwyn, Llangollen Discount

Foodstore

Freehold 18/08/2021

Greaseborough Depot, North Drive, Rotherham

S6 1RL

Industrial Freehold 20/08/2021

Q-Park, Shambles Car Park, Garden Place, York

YO1 7NZ

Car Park Long leasehold 20/08/2021

Atkinson Court Care Home. Ings Road, Cross

Green, Leeds, LS9 9EJ

Healthcare Freehold 20/08/2021

Scott Works, Clayton Road, Bradford BD7 Discount

Foodstore

Freehold 20/08/2021

Greene King, Norman Conquest, Flatts Lane,

Yorkshire TS6 0NP

Leisure Freehold 20/08/2021

165-167 Preston Road, Brighton, East Sussex,

BN1 6AU

Hotel Freehold 20/08/2021

Portsmouth, Lidl, 73 London Road Discount

Foodstore

Part Freehold/

Part Long

leasehold

20/08/2021

Veolia Plot 3, Holton Heath Trading Park. Poole,

Dorset BH16 6LT

Industrial Freehold 20/08/2021
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Address Sector Tenure

Date of

Inspection

Taw Hill Village Centre, Swindon SN21 2UH Foodstores and

essentials

Freehold 20/08/2021

Q-Park, Surrey Street, Croydon Car Park Freehold 28/08/2021

25-29 Market Place, Romford Hotel Long leasehold 28/08/2021

Jurys Inn, 50 Exeter Street, Plymouth Hotel Freehold 12/09/2021

The Belfry Hotel, Back Lane Cambourne,

Cambridge CB23 6BW

Hotel Freehold 12/09/2021

Tolvaddon Road, Camborne TR14 8NQ Hotel Freehold 12/09/2021

York Biotech Campus, York Life Science Freehold 24/09/2021

Tesco Welling, Welling Foodstore and

Essentials

Freehold 28/09/2021

Lidl and Unit 2, The Brickyard, High Street/

Barking Road, East Ham

Foodstore and

Essentials

Freehold 28/09/2021

Biffa Waste Services Industrial Freehold 11/10/2021

Q-Park, Candleriggs Car Park, 37 Albion Street,

Glasgow G1 1LH

Car Park Freehold 12/10/2021

Q-Park, Quartermile Car Park, Simpson Loan,

Edinburgh EH3 9AU

Car Park Freehold 12/10/2021

South Gyle Broadway, Edinburgh Park Edinburgh Hotel Freehold 12/10/2021

Berwick-upon-Tweed Discount

Foodstore

Freehold 12/10/2021

Glasgow 63 Cumberland Road, G34 6HZ Discount

Foodstore

Freehold 12/10/2021

Junction 24 Retail Park, Glasgow Discount

Foodstore

Freehold 12/10/2021

Asda – Clydebank, 31 Foodstore and

Essentials

Freehold 12/10/2021

STV, Pacific Quay Office Freehold 12/10/2021

Biggin Hill Airport Industrial Long leasehold 18/10/2021

Premier Inn, Thaxted Road, Saffron Walden,

Essex

Hotel Freehold 18/10/2021

83 Broad Road, Sale, Cheshire, M33 2EU Nursery Freehold 22/10/2021

68 Leigh Road, Atherton, Manchester M46 0PA Nursery Freehold 22/10/2021

116 Fairfield Road, Widnes, Cheshire WA8 6SJ Nursery Freehold 22/10/2021

97 Eleanor Road, Bidston, Wirral, Merseyside

CH43 7QW

Nursery Freehold 22/10/2021

63a Scarisbrick New Road, Southport, Merseyside

PR8 6PA

Nursery Freehold 22/10/2021

20 Kingsmead Road, North Prenton, Wirral

CH43 6TB

Nursery Freehold 22/10/2021

Smith House, Stanney Lane, Little Stanney,

Chester, Cheshire CH2 4HT

Nursery Freehold 22/10/2021

Longsands Lane, Preston, Lancashire PR2 9PS Nursery Freehold 22/10/2021

119 Heapey Road, Chorley, Lancashire PR6 9BJ Nursery Freehold 22/10/2021
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Address Sector Tenure

Date of

Inspection

116 Sharoe Green Lane, Fulwood, Preston,

Lancashire PR2 8HL

Nursery Freehold 22/10/2021

437 Street Lane, Leeds, West Yorkshire LS17 6HQ Nursery Freehold 26/10/2021

Abbotsford House, 15 Kent Road, Harrogate,

North Yorkshire HG1 2LH

Nursery Freehold 26/10/2021

70 High Street, Hatfield, Doncaster, South

Yorkshire DN7 6RY

Nursery Freehold 26/10/2021

124 Hadfield Road, Hadfield, Glossop, Derbyshire

SK13 2DR

Nursery Freehold 26/10/2021

60 North Park Avenue, Leeds, West Yorkshire

LS8 1HS

Nursery Freehold 26/10/2021

48 Nursery Lane, Alwoodley, Leeds, West

Yorkshire LS17 7HW

Nursery Freehold 26/10/2021

65 Bawtry Road, Bessacarr, Doncaster, South

Yorkshire DN4 7AD

Nursery Freehold 26/10/2021

1 Hartwith Way, Harrogate, North Yorkshire

HG3 2XA

Nursery Freehold 26/10/2021

469 Otley Road, Adel, Leeds, West Yorkshire

LS16 7NR

Nursery Freehold 26/10/2021

Cross Road, Idle, Bradford, West Yorkshire

BD10 9RU

Nursery Freehold 27/10/2021

Woodlands Park Drive, Apperley Bridge, Bradford

BD10 9SG

Nursery Freehold 27/10/2021

17 Ashfield Road, Shipley, Bradford BD18 4JX Nursery Freehold 27/10/2021

73-75 Birchwood Road, Brislington, Bristol

BS4 4QN

Nursery Freehold 03/11/2021

Dobbies Garden Centre, Haresfield, Gloucester

GL10 3DP

Garden centre Freehold 23/11/2021

Unit 11 Merchant Way, Wheatley Hall Road,

Doncaster, DN2 4BH

Car showroom Freehold 24/11/2021

Sainsburys, Gateway RP, Middlesbrough Foodstore and

Essentials

Freehold 11/12/2021

Co-op Service Station Norwich Foodstore and

Essentials

Freehold 02/02/2022

Co-op Service Station Aston Foodstore and

Essentials

Freehold 08/02/2022

Co-op Service Station Washington Foodstore and

Essentials

Freehold 13/02/2022

Carmarthen, Parc Pensarn, SA31 2NF Leisure Long leasehold 17/02/2022

Barry Penny Lane, CF63 4BA Leisure Long leasehold 17/02/2022

Cardiff, Sports Village, CF11 0JP Leisure Long leasehold 17/02/2022

Pontypridd, CF39 8EY Discount

Foodstore

Freehold 17/02/2022

A48, Cross Hands, Llanelli, Carmarthenshire,

SA14 6RD

Hotel Freehold 17/02/2022

31 Turnpike Road, Newbury, RG14 2NX Industrial Freehold 17/02/2022
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Address Sector Tenure

Date of

Inspection

31 Druid Stoke Avenue, Bristol BS9 1DE Healthcare Freehold 17/02/2022

Andover Business Park. Andover, SP11 8BP Leisure Freehold 17/02/2022

Columbus Quarter, Andover Leisure Long leasehold 17/02/2022

Commerce Way, Melksham SN12 Hotel Freehold 17/02/2022

Barnfield Close, Swindon SN2 Hotel Freehold 17/02/2022

West Bridgford Discount

Foodstore

Freehold 25/02/2022

A444 Southbound, Bedworth, Nuneaton, CV10 7TF Hotel Freehold 02/03/2022

Oak Lane, West Bromwich, B70 8PF Industrial Freehold 02/03/2022

Redditch Warwick Highway, B98 0SW Leisure Long leasehold 02/03/2022

Sinclair Retail Park, Davies Road, Evesham

WR11 1FN

Discount

Foodstore

Freehold 02/03/2022

Kents Hill Training, Milton Keynes, MK7 6TT Office Freehold 08/03/2022

Yarnfield Park Training & Conference Centre,

Stone, ST15 ONL

Office Freehold 08/03/2022

Cazoo Northampton, Bedford Road, Northampton,

NN1 5NS

Car

showroom

Freehold 08/03/2022

Wallows Lane, Walsall Leisure Long leasehold 08/03/2022

Smithfield Park, Oswestry Leisure Long leasehold 08/03/2022

Costa Drive Thru, Buntsford Park, Bromsgrove Leisure Long leasehold 08/03/2022

Cazoo, 57a Kingstown Industrial Estate, Carlisle,

CA3 0ET

Car

showroom

Freehold 11/03/2022

Kent Street Car Park, York Car Park Long leasehold 14/03/2022

Teeside Retail Park, Thornby, Stockton-on-Tees,

TS17 7BP

Leisure Long leasehold 14/03/2022

Lakeside Parkway, Scunthorpe Leisure Long leasehold 14/03/2022

Cazoo Customer Service, Scotswood Road,

Newcastle upon Tyne, NE15 6UX

Car

showroom

Freehold 14/03/2022

Norman Road, Bradford Leisure Long leasehold 14/03/2022

2 Greenmarket, Dundee, DD1 4EH Office Freehold 16/03/2022

Sainsbury's Dog Lane, Bewdley, Worcestershire,

DY12 2BU

Foodstore Freehold 17/03/2022

Lysander Road, Yeovil Leisure Long leasehold 17/03/2022

Premier Inn Exeter, EX2 6HE Hotel Freehold 17/03/2022

Cazoo, 232 Penarth Road, Cardiff, CF11 8LR Car

showroom

Freehold 17/03/2022

22-26 Bankhead Drive, Sighthill, Edinburgh,

ED11 4DJ

Car

showroom

Freehold 22/03/2022

Hamilton Health & Racquet Club, Mote Hill,

Hamilton, ML3 6BY

Leisure Long leasehold 22/03/2022

St Hilary Retail Park, Basildon, • Discount

Food Store

Freehold 24/03/2022
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Part B: Property Valuation Report in respect of the SIR Group           

Introduction                                                                    

Report Date 1 June 2022

Valuation Date 30 April 2022

Addressees LXi REIT plc

6th Floor 125 London Wall

London

EC2Y 5AS

(hereinafter referred to as “LXI”)

Jefferies International Limited

100 Bishopsgate

London

EC2N 4JL

Acting in its capacity as Lead Financial Adviser and

Joint Broker to LXI

Peel Hunt LLP

100 Liverpool Street

London

EC2M 2AT

Acting in its capacity as Joint Financial Adviser,

Joint Broker and Sponsor to LXI

The Properties The properties held by Secure Income REIT plc as listed in the Schedule

of Assets below (“the Properties”).

Instruction To value the unencumbered freehold, heritable and leasehold interests

(as applicable) in the Properties on the basis of Market Value as at the

Valuation Date in accordance with the terms of engagement entered into

between CBRE and the Addressees dated 8 May 2022.

Capacity of Valuer External Valuer, as defined in the current version of the RICS Valuation –

Global Standards.

Purpose The Valuation has been prepared for a Regulated Purpose as defined by

the UK national supplement to the RICS Valuation – Global Standards. We

understand that this Valuation Report and the Appendices to it (together

the “Valuation Report”) is required for inclusion in a combined prospectus

and circular (the “Combined Prospectus and Circular”) to be published by

LXi REIT plc as offeror in connection with their offer for the entire issued

share capital of Secure Income REIT plc (hereinafter referred to as “SIR”)

(the “Purpose”), in accordance with the City Code on Takeovers and

Mergers (“the Code”), the Financial Conduct Authority’s (“FCA”)

Prospectus Regulation Rules and the FCA’s Listing Rules.

In accordance with the RICS Valuation – Global Standards we have made

certain disclosures in connection with this valuation instruction and our

relationship with LXI and SIR.
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The valuation is on the basis of Market Value as defined in the current

edition of the RICS Valuation – Global Standards.

The effective date of valuation is 30 April 2022.

£2,302,805,500 (TWO BILLION, THREE HUNDRED AND TWO

MILLION, EIGHT HUNDRED AND FIVE THOUSAND, FIVE HUNDRED

POUNDS) exclusive of VAT, as shown in Schedule of Assets below, and

of which:

UK: £2,150,780,500

Germany: £152,025,000 (the German assets are valued in Euros and

converted to Pounds Sterling as set out below)

Our opinion of Market Value is based upon the Scope of Work and

Valuation Assumptions attached and has been primarily derived using

comparable recent market transactions on arm’s length terms.

The properties are all held as investments. There are no negative values

to report. For the avoidance of doubt we have valued the Properties as

real estate and the values reported above represent 100% of the market

values of the assets.

The split of values between freehold (and heritable) and leasehold

property and number of assets in each category are as follows:

                                                                                    Long                     Short

                                    #           Freehold                   Leasehold            Leasehold**    Sub-total

Hospitals                     12          £867,740,000            0                          0                       £867,740,000

UK Theme Parks           4            £557,750,000            £105,975,000        0                       £663,725,000

German Theme Parks   2            £152,025,000            0                          0                       £152,025,000

Hotels                         123        £224,429,500            £188,880,000        £17,251,000      £430,560,500

Other                          19          £88,005,000*            £100,750,000        0                       £188,755,000

Development               0            0                              0                          0                       0

Totals                         160        £1,889,949,500       £395,605,000      £17,251,000    £2,302,805,500

* includes Chiswell St Brewery which has a small area part leasehold

** Short leasehold is under 50 years

We have valued the properties individually and no account has been

taken of any discount or premium that may be negotiated in the market

if all or part of the portfolio was to be marketed simultaneously, either in

lots or as a whole.

Heide Park and Heide Park Hotel are held under two leases, they are

located in Germany and have been valued in Euros. The denomination

has been converted from Euros to Sterling using the Bank of England

daily spot rates as at 29/04/2022. The rate applied is 1 EURO=0.8401.

Report Format Appendix A of this Valuation Report provides the relevant details of the

Properties grouped into sub-portfolios by asset class. Appendix B provides

the details of those Properties which have an individual Market Value in

excess of 5% of the total aggregate Market Value of the Portfolio.

Appendix C gives the breakdowns of the aggregate Market Value of the

portfolio by asset class and tenure. Appendix D gives breakdowns of the

aggregate Market Value of the portfolio by geography. This Valuation

Report consist of 34 pages.

The Valuation has been prepared in accordance with the latest version of

the RICS Valuation – Global Standards (incorporating the International

Valuation Standards) and the UK national supplement (the “Red Book”)

current as at the Valuation Date.

Aggregate Market

Value

Compliance with

Valuation

Standards

Heide Park,

Germany
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The Valuation is compliant with Rule 29 of the Takeover Code and the

FCA’s Prospectus Regulation Rules and Listing Rules.

Although the ESMA update (ESMA/2011/81) of the Committee of

European Securities Regulators’ (CESR) recommendations for the

consistent implementation of the European Commission regulation (EC)

no. 809/2004 does not form part of the UK’s EU Retained Law, the FCA

expects Issuers to apply the provisions to the extent relevant.

Accordingly, this valuation report is also compliant with paragraphs 128 to

130 of the ESMA update.

The Properties have been valued by a valuer who is qualified for the

purpose of the Valuation in accordance with the Red Book. We confirm

that we have sufficient local and national knowledge of the particular

property markets involved and have the skills and understanding to

undertake the Valuations competently.

Where the knowledge and skill requirements of the Red Book have been

met in aggregate by more than one valuer within CBRE, we confirm that

a list of those valuers has been retained within the working papers,

together with confirmation that each named valuer complies with the

requirements of the Red Book.

This Valuations are a professional opinion and are expressly not intended

to serve as a warranty, assurance or guarantee of any particular value of

the subject Property. Other valuers may reach different conclusions as to

the value of the subject Property. This Valuation is for the sole purpose of

providing the intended user with the valuer’s independent professional

opinion of the value of the subject properties as at the Valuation Date.

In accordance with the Red Book, we have made certain disclosures in

connection with this valuation instruction and our relationship with SIR.

ESMA 130 (vi) ESMA 130 (vi) requires us to comment on any differences between the

valuation figure in this Valuation Report and the valuation figure included

in the Company’s latest published annual accounts, which were as at

31 December 2021.

Differences between the published valuation figure as at 31 December

2021 and the present valuation are attributable to a number of factors,

including but not limited to:

• Market movement in the occupational and investment markets. In

particular, greater certainty concerning the end of the pandemic and

occupational recovery has resulted in a compression of yields in the

normal commercial and alternative investment markets.

• Completed rent reviews for part of the hotel portfolio and closer

proximity to the reviews for the Hospitals and Theme Parks

• Progress with the tenant’s planned refurbishment of the AO arena,

Manchester

• Improved sentiment towards Travelodge as a tenant covenant

Assumptions The Properties details on which each Valuation are based are as set out in

this report. We have made various assumptions as to tenure, letting,

taxation, town planning, and the condition and repair of buildings and

sites – including ground and groundwater contamination – as set out

below.

If any of the information or assumptions on which the Valuation is based

are subsequently found to be incorrect, the Valuation figures may also be

incorrect and should be reconsidered.
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None.

Wherever appropriate, sustainability and environmental matters are an

integral part of the valuation approach. ‘Sustainability’ is taken to mean

the consideration of such matters as environment and climate change,

health and well-being and corporate responsibility that can or do impact

on the valuation of an asset. In a valuation context, sustainability

encompasses a wide range of physical, social, environmental, and

economic factors that can affect value. The range of issues includes key

environmental risks, such as flooding, energy efficiency and climate, as

well as matters of design, configuration, accessibility, legislation,

management, and fiscal considerations – and current and historic land

use.

Sustainability has an impact on the value of an asset, even if not

explicitly recognised. Valuers reflect markets, they do not lead them.

Where we recognise the value impacts of sustainability, we are reflecting

our understanding of how market participants include sustainability

requirements in their bids and the impact on market valuations.

The UK Government is currently producing legislation which enforces the

transition to net zero by 2050, and the stated 78% reduction of

greenhouse gases by 2035 (based on a 1990 baseline).

We understand this is to include an update to the Minimum Energy

Efficiency Standards, stated to increase the minimum requirements from

an E (since 2018) to a B in 2030. The government also intends to

introduce an operational rating. It is not yet clear how this will be

legislated, but fossil fuels used in buildings, such as natural gas for

heating, are incompatible with the UK’s commitment to be Net Zero

Carbon by 2050.

This upcoming legislation could have a potential impact to future asset

value.

We also note that the UK’s introduction of mandatory climate related

disclosures (reporting climate risks and opportunities consistent with

recommendations by the “Task Force for Climate Related Financial

Disclosure” (TCFD)), including the assessment of so-called physical and

transition climate risks, will potentially have an impact on how the market

views such risks and incorporates them into the sale or letting of assets.

The European Union’s “Sustainable Finance Disclosure Regulations”

(SFDR) may impact on UK and German asset values due to the

requirements in reporting to European investors.

Independence The total fees, including the fee for this assignment, earned by CBRE Ltd

(or other companies forming part of the same group of companies within

the UK) from LXI or SIR (or other companies forming part of the same

groups of companies) is less than 5.0% of the total UK revenues.

It is not anticipated this situation will vary in the financial year to

31 December 2022.

We confirm that we do not have any material interest in LXI, SIR or the

Properties.

Variations and/or

Departures from

Standard

Assumptions

Sustainability

Considerations

Climate Risk

Legislation
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We confirm we have previously valued most of the properties on behalf of

SIR for financial reporting purposes on a bi-annual basis since 2014,

most recently as at December 2021. In addition, CBRE have undertaken

other transactional and professional work for SIR in relation to the

portfolio on an ad-hoc basis. In particular there are ongoing rent reviews

in respect of the Hospitals and CBRE has historically acted for SIR on

transactions, for which we understand there is an informal agreement

concerning future sales of those assets.

The AO arena, Chiswell Street Brewery and Pub assets were valued by us

for loan security purposes in March 2021.

CBRE are acting on behalf of LXI in relation to the potential acquisition of

two properties, both of which are unconnected with this portfolio.

We have no personal interest in the outcome of the valuation – nor are

we aware of any conflicts of interest that would prevent us from

exercising the required levels of independency and objectivity.

Disclosure The principal signatory of this valuation instruction has continuously been

the signatory of valuations for SIR since 2020. CBRE Ltd has continuously

been carrying out valuation instructions for SIR since 2014.

Trading Properties The assets in the portfolio form part of a class of assets known as trading

related properties: in that the capital and rental values are linked to and

underpinned by the trading performance of the occupier business.

In the case of this portfolio, the income received by the investor is rent

which in all cases is subject to upwards only review and indexation. The

payment of rent is therefore supported by the trading performance of the

asset and the strength and breadth of the tenant and guarantor

businesses.

For leased investments such as these the underlying trading performance

is particularly important when setting rental levels at review or when

granting a new lease. We note that the leases in this portfolio have

average unexpired terms of 14-55 years.

The aftermath of the Grenfell Fire on 14 June 2017 has resulted in a

wholesale review of the regime relating to building safety in addition to

the public inquiry that has been established to investigate the

circumstance (and which is planned to continue in the second half of

2019).

The Independent Review of Building Regulations and Fire Safety led by

Dame Judith Hackitt was published in May 2018. One of the key

recommendations of the Hackitt Review was for a new Building

Regulations regime for residential buildings of 10 storeys (30m) or higher.

The Government has not yet stated which measures recommended in the

Hackitt Review will be implemented or the timing of any such regulatory

changes. However, it announced that Building Regulations would be

amended from 21 December 2018 to ban the use of combustible

materials on the external walls of new buildings over 18m containing

flats, as well as, inter alia, buildings such as new hospitals, residential

care homes and student accommodation. The ban also affects existing

buildings undergoing major works or undergoing a change of use. Whilst

a ban affecting lower rise buildings falling within these categories is not

currently anticipated there remains uncertainty as to the potential fire

prevention and building safety measures that the Government might

implement. Indeed, the Government made a series of further

announcements on 18 December 2018 including how it proposes to

implement a tougher and more effective regulatory framework to improve

building safety. More specifically, it published a Hackitt Review

Implementation Plan for consultation until 12 February 2019 and with a

Building Safety –

Market

Uncertainty

Previous

Involvement 

and Conflicts 

of Interest
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further consultation “Building a Safer Future” issued in June 2019 lasting

until 31 July 2019 in respect of the potential new Regulatory regime. The

Government has also issued further Advice Notes relating to residential

buildings above 18m including, inter alia: Advice Note 22 recommending

the immediate removal of High Pressure Laminate Cladding materials;

and a separate Advice Note recommending that combustible materials

used in the construction of external balconies be removed.

We are aware that market participants that are affected by the same or

similar issues continue to review details of construction, health and

safety, and particularly fire prevention, mitigation and means of escape

from buildings where people sleep, albeit with the focus on residential

buildings above 18m. With respect to this portfolio, we understand this

only relates to a limited number of the hotel assets.

In view of the continued lack of clarity on any regulatory changes, it

remains too early to fully assess any valuation impact. Since the Grenfell

Fire occurred, there has been limited evidence of market activity involving

tall residential investments. In the light of these circumstances, this

valuation has been undertaken in the context of an unclear regulatory

environment and we would therefore recommend that it is kept under

regular review. Similarly, in the short-term, it is also likely that potential

investors and occupiers will be more cautious, and the liquidity and

pricing of some properties may be impacted.

Responsibility For the purposes of Prospectus Regulation Rule 5.3.2R(2)(f), we are

responsible for this Valuation Report and accept responsibility for the

information contained in this Valuation Report and confirm that to the

best of our knowledge the information contained in this Valuation Report

is in accordance with the facts and this Valuation Report makes no

omission likely to affect its import. This Valuation Report complies with

Rule 29 of the Code, Rule 5.4.5G of the Prospectus Regulation Rules and

paragraphs 128 to 130 of the ESMA update of the CESR

recommendations: The consistent implementation of Commission

Regulation (EC) No 809/2004 implementing the Prospectus Directive

(ESMA/2013/319) as applicable to the UK version of Prospectus

Regulation ((EU) 2017/1129) which forms part of UK law by virtue of the

European Union (Withdrawal) Act 2018.

Save for any responsibility arising under the Code and Prospectus Rule

5.3.2R(2)(f) to any person as and to the extent there provided, to the

fullest extent permitted by law we do not assume any responsibility and

will not accept any liability to any other person for any loss suffered by

any such other person as a result of, arising out of, or in accordance with

this Valuation Report or our statement, required by and given solely for

the purposes of complying with Annex 3 item 1.3 of the Prospectus

Regulation forming part of the UK’s EU Retained Law.

Reliance Save as set out in “Responsibility” above, the contents of this Valuation

Report may only be relied upon by:

i) Addressees of the Report; and

ii) The shareholders of LXi;

for the specific purpose set out herein and no responsibility is accepted to

any third party for the whole or any part of its contents.

No reliance may be placed upon the contents of this Valuation Report by

any party for any purpose other than in connection with the Purpose of

Valuation.
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Publication Neither the whole nor any part of this report, nor any references thereto

may be included in any published document, prospectus or statement nor

published in any way without our prior written approval of the form and

context in which it will appear.

Such publication of, or reference to this report will not be permitted

unless it contains a sufficient contemporaneous reference to any

departure from the Red Book or the incorporation of the special

assumptions referred to herein.

Yours faithfully Yours faithfully

Alister McCutchion MRICS Edward Higgins MRICS

Executive Director Senior Director

RICS Registered Valuer RICS Registered Valuer

For and on behalf of For and on behalf of

CBRE Limited CBRE Limited

Henrietta House Henrietta House

Henrietta Place Henrietta Place

London London

WlG 0NB WlG 0NB

alister.mccutchion@cbre.com edward.higgins@cbre.com

+44 (0)20 7182 3023 +44 (0)7734 828 683
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Schedule of Assets

Inspection Asset

Property Address Date Postcode Country Type

Alton Towers Park Wootton Lane, Alton, Staffordshire 22/09/2021 ST10 4DB England Leisure

Alton Towers Hotel Wootton Lane, Alton, Staffordshire 22/09/2021 ST10 4DB England Hotel

Warwick Castle Warwick 17/09/2021 CV34 4QU England Leisure

Thorpe Park Egham, Surrey 20/09/2021 KT16 8PN England Leisure

Heide Park Soltau, Germany 07/10/2021 29614 Germany Leisure

AO Arena Victoria Station Approach, 28/04/2022 M3 1AR England Leisure

Hunts Bank, Manchester M3 1AR

Chiswell St Brewery 52 Chiswell St, London EC1Y 4SA 20/04/2022 EC1Y 4SA England Leisure

Ramsay Duchy Hospital Pentenvinnie Lane, Truro TR1 3UP 18/04/2022 TR1 3UP England Healthcare

Ramsay Fitzwilliam Milton Way, South Bretton, 13/04/2022 PE3 9AQ England Healthcare

Hospital Peterborough PE3 9AQ

Ramsay Fulwood Midgery Lane, Fulwood, 25/04/2022 PR2 9SZ England Healthcare

Hospital Preston PR2 9SZ

Ramsay Oaklands 19 Lancaster Road, 25/04/2022 M6 8AQ England Healthcare

Hospital Salford M6 8AQ

Ramsay Oaks Hospital Oaks Place, 120 Mile End Road, 26/04/2022 CO4 5XR England Healthcare

Colchester CO4 5XR

Ramsay Pinehill Benslow Lane, Hitchin, 28/04/2022 SG4 9QZ England Healthcare

Hospitals Hertfordshire SG4 9QZ

Ramsay Rivers Hospital High Wych Road, Sawbridgeworth, 28/04/2022 CM21 0HH England Healthcare

(includes Gardens, Hertfordshire CM21 0HH

Jacobs Centre & 

Orchard Lea)

Ramsay Springfield Lawn Lane, Chelmsford CM1 7GU 26/04/2022 CM1 7GU England Healthcare

Hospital

Ramsay West Midlands Colman Hill, Halesowen, 29/04/2022 B63 2AH England Healthcare

Hospital West Midlands B63 2AH

Ramsay Woodland Rothwell Road, Kettering, 

Hospital Northamptonshire NN16 8XF 13/04/2022 NN16 8XF England Healthcare

Ramsay Yorkshire Clinic Bradford Road, Bingley, 25/04/2022 BD16 1TW England Healthcare

West Yorkshire BD16 1TW

Florence Nightingale 11-19 Lisson Grove, 05/05/2022 NW1 6SH England Healthcare

Hospital London NW1 6SH

Aberdeen Bucksburn A96 Inverurie Road, Bucksburn, 25/06/2021 AB21 9BB Scotland Hotel

Aberdeen AB21 9BB

Aberdeen Bucksburn A96 Inverurie Road, Bucksburn, 25/06/2021 AB21 9BB Scotland Hotel

Aberdeen AB21 9BB

Barton Stacey A303 Westbound, Barton Stacey, 29/06/2021 SO21 3NF England Hotel

Nr. Andover SO21 3NF

Basildon Festival Leisure Park, Festival Way, 14/06/2021 SS14 3WB England Hotel

Basildon SS14 3WB

Basingstoke Stag & Hounds, Winchester Rd, 29/06/2021 RG22 6HN England Hotel

Basingstoke, Hampshire RG22 6HN

Bedford Marston A421 Beancroft Rd, Marston 17/06/2021 MK43 0QP England Hotel

Moretaine Moretaine, Bedfordshire MK43 0QP
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Inspection Asset

Property Address Date Postcode Country Type

Bradford Mid Point, Bradford, 08/07/2021 BD3 7AY England Hotel

Thornbury BD3 7AY

Bridgwater M5 First Motorway Services, M5 Service 30/06/2021 TA6 6TS England Hotel

Area, Huntworth Business Park, 

Bridgwater TA6 6TS

Bristol Cribbs Cribbs Causeway, Bristol, 09/06/2021 BS10 7TL England Hotel

Causeway Avon BS10 7TL

Bristol Severn Moto Service Area, M48 Motorway, 09/06/2021 BS35 4BH Scotland Hotel

View M48 Severn Bridge, Bristol BS35 4BH

Burnley A671/A679, Cavalry Barracks, 09/07/2021 BB11 4SB England Hotel

Barracks Road, Burnley, 

Lancashire BB11 4SB

Burton A38 A38 Northbound, Barton-under- 08/06/2021 DE13 8EH England Hotel

Northbound Needwood, Burton-upon-Trent, 

Staffordshire DE13 8EH

Burton A38 A38 Southbound, Barton-under- 08/06/2021 DE13 8EN England Hotel

Southbound Needwood, Burton-upon-Trent, 

Staffordshire DE13 8EN

Carlisle M6 Moto Service Area Southwaite, 02/06/2021 CA4 0NS England Hotel

M6 Motorway, Broadfield Road, 

Carlisle CA4 0NS

Chester Northop Hall A55 Eastbound Expressway, 08/07/2021 CH7 6HF England Hotel

Northop Hall, Mold, 

Flintshire CH7 6HF

Doncaster A1 Great North Road, Carcroft, 07/07/2021 DN6 8LR England Hotel

Doncaster, South Yorkshire DN6 8LR

Dorking A25 Reigate Road, Dorking, 29/06/2021 RH4 1QB England Hotel

Surrey RH4 1QB

Droitwich A38 Rashwood Hill, Droitwich, 20/04/2022 WR9 0BS England Hotel

Worcestershire WR9 0BS

Dumbarton A82 Stirling Road, Milton, 24/06/2021 G82 2TZ Scotland Hotel

Dumbarton, Nr Glasgow, 

Dumbartonshire G82 2TZ

Dumfries A75, Annan Road, Collin, Dumfries 24/06/2021 DG1 3SE Scotland Hotel

& Galloway, Dumfriesshire DG1 3SE

Edinburgh Central 33 St. Mary’s Street, 07/06/2021 EH1 1TA Scotland Hotel

Edinburgh EH1 1TA

Ely A10/A142 Roundabout, 22/06/2021 CB6 3NN England Hotel

Witchford Road, Ely, 

Cambridgeshire CB6 3NN

Exeter M5 Moto Service Area, M5 Motorway, 16/06/2021 EX2 7HF England Hotel

Sandygate, Exeter EX2 7HF

Glasgow Central 5-11 Hill Street, Glasgow G3 6RP 20/04/2022 G3 6RP Scotland Hotel

Glasgow Paisley Road 251 Paisley Road, Glasgow G5 8RA 24/06/2021 G5 8RA Scotland Hotel

Haydock St. Helens A580 Piele Road, Haydock, 09/07/2021 WA11 9TL England Hotel

St. Helens, Merseyside WA11 9TL
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Inspection Asset

Property Address Date Postcode Country Type

Hellingly Eastbourne A22 Boship Farm Roundabout, 17/06/2021 BN27 4DP England Hotel

Hellingly, Near Hailsham, 

East Sussex BN27 4DP

Hull South Cave A63 Eastbound, Beacon Service 07/07/2021 HU15 1SA England Hotel

Area,, South Cave, 

Humberside HU15 1SA

Huntingdon Fenstanton A14 Eastbound, Fenstanton, 22/06/2021 PE28 9HY England Hotel

Cambridgeshire PE28 9HY

Kettering Thrapston Junction 13, A14 Eastbound, 17/06/2021 NN14 4UR England Hotel

Thrapston, Northamptonshire 

NN14 4UR

Kinross M90 M90 Junction 6, Kinross, 24/06/2021 KY13 0NQ Scotland Hotel

Perthshire KY13 0NQ

Lancaster M6 Moto Service Area, M6 Motorway, 09/07/2021 LA2 9DU England Hotel

Northbound J32/33, 

White Carr Lane, Bay Horse, 

Lancaster LA2 9DU

Ludlow Woofferton Station Road, Woofferton, Ludlow, 20/04/2022 SY8 4AL England Hotel

Shropshire SY8 4AL

Manchester Central 11 Blackfriars Street, Salford, 09/07/2021 M3 5AL England Hotel

Manchester M3 5AL

Milton Keynes Central 199 Grafton Gate, 17/06/2021 MK9 1AL England Hotel

Milton Keynes MK9 1AL

Newbury Tot Hill Tot Hill Services, A34 Newbury 29/06/2021 RG20 9BX England Hotel

Bypass, Newbury, 

West Berkshire RG20 9BX

Northampton Upton A45, Upton Way, Northampton, 17/06/2021 NN5 4EG England Hotel

Way Northamptonshire NN5 4EG

Nottingham EM Airport Moto Service Area, M1 J.23a, 08/07/2021 DE74 2TN England Hotel

Donington Park M1 Derby, Derbyshire DE74 2TN

Nottingham Riverside Riverside Retail Park, Tottle Road, 08/07/2021 NG2 1RT England Hotel

Nottingham NG2 1RT

Nuneaton St Nicolas Park Dr, Nuneaton, 18/06/2021 CV11 6EN England Hotel

Warwickshire CV11 6EN

Oxford Peartree Moto Service Area, 29/06/2021 OX2 8JZ England Hotel

Peartree Roundabout, 

Woodstock Road, Oxford OX2 8JZ

Oxford Wheatley London Road, Wheatley, 29/06/2021 OX33 1JL England Hotel

Oxford OX33 1JL

Peterborough Eye Crowlands Road, Eye Green, 08/06/2021 PE6 7TN England Hotel

Green Peterborough, 

Cambridgeshire PE6 7TN

Reading Whitley 387 Basingstoke Rd, Reading, 09/07/2021 RG2 0JE England Hotel

Berkshire RG2 0JE

Retford Markham Moor A1 Northbound, Markham Moor, 08/07/2021 DN22 0QU England Hotel

Retford, Nottinghamshire DN22 0QU

Rugeley Western Springs Rd, Rugeley, 08/06/2021 WS15 2AS England Hotel

Staffordshire WS15 2AS
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Inspection Asset

Property Address Date Postcode Country Type

Saltash Callington Rd, Saltash, 16/06/2021 PL12 6LF England Hotel

Cornwall PL12 6LF

Shrewsbury A5/A49 Roundabout, 20/04/2022 SY3 0DA England Hotel

Bayston Hill Bayston Hill Services, 

Shrewsbury SY3 0DA

Southampton 144 Lodge Road, Southampton, 29/06/2021 SO14 6QR England Hotel

Hampshire SO14 6QR

Tiverton Sampford Peverell Service Area, 30/06/2021 EX16 7HD England Hotel

M5 Motorway, Sampford Peverell, 

Tiverton, Devon EX16 7HD

Warminster A36/A350 Bypass, Service Area, 09/06/2021 BA12 7RU England Hotel

Bath Rd, Warminster, 

Wiltshire BA12 7RU

Warrington Kendrick St, Warrington, 08/07/2021 WA1 1UZ England Hotel

Cheshire WA1 1UZ

Worksop St Annes Dr, Worksop, 08/07/2021 S80 3QD England Hotel

Nottinghamshire S80 3QD

Yeovil Podimore A303 Roundabout, 30/06/2021 BA22 8JG England Hotel

Podimore Services, Yeovil, 

Somerset BA22 8JG

Alfreton Old Swanwick, Colliery Road, 08/07/2021 DE55 1HJ England Hotel

Alfreton, Derbyshire, DE55 1HJ

Arundel Fontwell A27/A29 Fontwell, Nr Arundel, 29/06/2021 BN18 0SB England Hotel

West Sussex BN18 0SB

Bath Central 1 York Buildings, George Street, 09/06/2021 BA1 2EB England Hotel

Bath, Avon BA1 2EB

Bedford Wyboston A1 North, Nr. Chawston, 19/04/2022 MK44 3BE England Hotel

Black Cat Roundabout, 

Bedfordshire, MK44 3BE

Birmingham Central 230 Broad Street, 18/06/2021 B15 1AY England Hotel

Birmingham B15 1AY

Birmingham Frankley Moto Service Area, Frankley, 20/04/2022 B32 4AR England Hotel

M5 Southbound M5 Motorway, Illey Lane, 

Birmingham, B32 4AR

Birmingham Hilton Park Moto Service Area, M6 Motorway, 20/04/2022 WV11 2AT England Hotel

M6 Southbound Essington, Nr. Wolverhampton, 

Staffordshire WV11 2AT

Birmingham Oldbury A4123 Wolverhampton Road, 20/04/2022 B69 2BH England Hotel

Oldbury B69 2BH

Birmingham Sutton B4142 Boldmere Rd, 18/06/2021 B73 5UP England Hotel

Coldfield Sutton Coldfield, 

West Midlands, B73 5UP

Bracknell London Road, Binfield, 09/07/2021 RG42 4AA England Hotel

Nr. Bracknell, 

Berkshire, RG42 4AA

Brentwood East A127 East Horndon, 14/06/2021 CM13 3LL England Hotel

Horndon East Horndon CM13 3LL

Cambridge A11 Fourwentways, Abington, 22/06/2021 CB21 6AP England Hotel

Fourwentways Cambridgeshire, CB1 6AP
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Inspection Asset

Property Address Date Postcode Country Type

Cambridge Swavesey Huntingdon Road (A14), Swavesey, 22/06/2021 CB24 4RE England Hotel

Cambridgeshire CB24 4RE

Canterbury Whitstable A299 Thanet Way, Faversham, 14/06/2021 ME13 9EL England Hotel

Kent ME13 9EL

Cardiff Llanedeyrn Circle Way East off A48, 23/06/2021 CF23 9NZ England Hotel

Llanedeyrn, Cardiff CF23 9NZ

Carlisle Todhills M6 Southbound, Todhills, 02/06/2021 CA6 4HA England Hotel

Cumbria, CA6 4HA

Chippenham Leigh M4 Motorway, Moto Service Area, 28/04/2022 SN14 6LB England Hotel

Delamere M4 Leigh Delamere, Chippenham, 

Eastbound Wiltshire, SN14 6LB

Chippenham Leigh Moto Service Area, 28/04/2022 SN14 6LB England Hotel

Delamere M4 Leigh Delamere, M4 Motorway, 

Westbound Chippenham, Wiltshire SN14 6LB

Cirencester Hare Bushes, A429 Burford Rd, 09/06/2021 GL7 5DS England Hotel

Cirencester, 

Gloucestershire, GL7 5DS

Dartford Charles Street, Off Crossways 16/06/2021 DA9 9AP England Hotel

Boulevard, Dartford, DA9 9AP

Grantham, Great North Road, South Witham, 08/06/2021 NG33 5BN England Hotel

South Witham Grantham, Lincolnshire, NG33 5BN

Great Yarmouth Acle A47 Roundabout, Acle Bypass, 29/04/2022 NR13 3BE England Hotel

Acle, Norfolk, NR13 3BE

Heathrow Heston M4 M4 Moto service area, 10/06/2021 TW5 9NB England Hotel

Eastbound J2/J3 Eastbound, North Hyde 

Lane, Hounslow TW5 9NB

Heathrow Heston Moto Service Area, M4 Motorway, 10/06/2021 TW5 9NB England Hotel

M4 Westbound Phoenix Way, Heston, 

Hounslow TW5 9NB

Ilminster A303, Southfield Roundabout, 30/06/2021 TA19 9PT England Hotel

Horton Cross, Ilminster, 

Somerset TA19 9PT

Inverness Stonyfield, A96 Inverness Road, 25/06/2021 IV2 7PA Scotland Hotel

Inverness IV2 7PA

Leeds Central Blayd’s Court, Blayds Yard, 08/07/2021 LS1 4AD England Hotel

Leeds, LS1 4AD

Lincoln Thorpe A46, Newark/Lincoln Road, 13/04/2022 LN6 9AJ England Hotel

on the Hill Thorpe On The Hill, 

Lincolnshire LN6 9AJ

Liverpool Docks Brunswick Dock, Sefton Street, 09/07/2021 L3 4BH England Hotel

Liverpool, L3 4BH

London Park Royal A40 Western Avenue, 10/06/2021 W3 OTE England Hotel

Acton W3 OTE

London Wimbledon Epsom Road, Morden, 20/04/2022 SM4 5PH England Hotel

(Morden) Surrey, SM4 5PH

Macclesfield Adlington London Road, South Adlington, 08/07/2021 SK10 4NG England Hotel

Macclesfield, Cheshire, SK10 4NG
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Inspection Asset

Property Address Date Postcode Country Type

Medway M2 M2 Motorway, Moto Service Area, 16/06/2021 ME8 8PQ England Hotel

Rainham, Gillingham, 

Kent, ME8 8PQ

Middlewich Holmes Chapel Rd, Middlewich, 08/07/2021 CW10 0JB England Hotel

Cheshire CW10 0JB

Milton Keynes A5 Old Stratford Roundabout, 17/06/2021 MK19 6AQ England Hotel

Old Stratford Old Stratford, Milton Keynes, 

Buckinghamshire 

Stratford MK19 6AQ

Oswestry A5/A483, Mile End Service Area, 08/07/2021 SY11 4JA England Hotel

Oswestry, Shropshire, SY11 4JA

Peterborough Alwalton A1 Southbound, Alwalton, 08/06/2021 PE7 3UG England Hotel

Nr Peterborough, 

Cambridgeshire, PE7 3UG

Pontefract Moto Service Area, Ferrybridge, 07/07/2021 WF11 0AF England Hotel

Ferrybridge A1/M62 A1/M62 Junction, Pontefract, 

West Yorkshire WF11 0AF

Preston Chorley 472 Preston Rd, Clayton-le-Woods, 

Chorley, Lancashire PR6 7JB 09/07/2021 PR6 7JB England Hotel

Reading Central 60 Oxford Road, Reading, 09/07/2021 RG1 7LT England Hotel

West Berkshire RG1 7LT

Reading M4 Moto Service Area, M4 Motorway, 09/07/2021 RG30 3UQ England Hotel

Eastbound Burghfield, Reading RG30 3UQ

Reading M4 Moto Service Area, M4 Motorway, 09/07/2021 RG30 3UQ England Hotel

Westbound Burghfield, Reading RG30 3UQ

Southampton Ham Farm, Twyford Road, 29/06/2021 SO50 4LF England Hotel

Eastleigh Eastleigh, Hampshire, SO50 4LF

Stafford M6 Moto Service Area, M6 Motorway 28/04/2022 ST15 0EU England Hotel

Northbound, Eccleshall Road, 

Stone, Staffordshire ST15 0EU

Stirling M80 Moto Service Area, Pirnhall, 28/05/2021 FK7 8EU England Hotel

Stirling FK7 8EU

Stoke Talke Newcastle Road, Talke, 28/04/2022 ST7 1UP England Hotel

Stoke-on-Trent, 

Staffordshire, ST7 1UP

Stonehouse Eastington, Nr. Stroud, 09/06/2021 GL10 3SQ England Hotel

Gloucestershire. GL10 3SQ

Stratford Alcester Oversley Mill, Alcester, 11/06/2021 B49 6PQ England Hotel

Warwickshire, B49 6PQ

Swansea M4 Moto Service Area, 23/06/2021 SA4 9GT England Hotel

M4 Motorway, Penllergaer, 

Swansea Area, SA4 9GT

Telford Shawbirch Whitchurch Dr, Telford, 20/04/2022 TF1 3QA England Hotel

Shropshire, TF1 3QA

Towcester Silverstone A43 Towcester Bypass, Towcester, 17/06/2021 NN12 6TQ England Hotel

Northamptonshire NN12 6TQ

Widnes Fiddlers Ferry Rd, Widnes, 08/07/2021 WA8 0HA England Hotel

Cheshire WA8 0HA
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Inspection Asset

Property Address Date Postcode Country Type

York Tadcaster A64 Eastbound, Bilbrough, 07/07/2021 LS24 8EG England Hotel

Steeton, York East, 

York, LS24 8EG

Plymouth, Derriford Derriford Road, Plymouth, 16/06/2021 PL6 8BD England Hotel

Devon, PL6 8BD

Plymouth, Roborough Tavistock Road, 16/06/2021 PL6 7HB England Hotel

Plymouth, PL6 7HB

Bournemouth, Cooper Dean Roundabout, 29/06/2021 BH7 7DP England Hotel

Cooper Dean Bournemouth, BH7 7DP

Frimley, Portsmouth 114 Portsmouth Road, 

Road Frimley, GU15 1HS 09/07/2021 GU15 1HS England Hotel

Basildon, Wickford Runwell Road, Wickford, SS11 7QJ 14/06/2021 SS11 7QJ England Hotel

Coventry, Binley Brinklow Road, Coventry, CV3 2DS 11/06/2021 CV3 2DS England Hotel

Birmingham, Chester Road, Castle Bromwich, 

Castle Bromwich Birmingham, B36 0AG 20/04/2022 B36 0AG England Hotel

Leicester, Hinckley Hinckley Road, Leicester, LE3 3PG 13/04/2022 LE3 3PG England Hotel

Road

Derby, Chaddesden Nottingham Road, Derby, DE21 6LZ 08/07/2021 DE21 6LZ England Hotel

Nottingham, Derby Road,

Wollaton Park Wollaton Vale, NG8 2NR 08/07/2021 NG8 2NR England Hotel

Stoke on Trent, Longton Road, Stoke on Trent, 

Trentham Staffordshire, ST4 8BU 28/04/2022 ST4 8BU England Hotel

Chester, Warrington Warrington Road, Mickle Trafford, 08/07/2021 CH2 4EX England Hotel

Road Chester, CH2 4EX

Liverpool, Aigburth Aigburth Road, Liverpool, L19 9DN 08/07/2021 L19 9DN England Hotel

Warrington, Lowton Newton Road, Lowton, 09/07/2021 WA3 1HD England Hotel

Warrington, WA3 1HD

Leeds, Morely Bruntcliffe Road, Morley, 08/07/2021 LS27 0LY England Hotel

Leeds, LS27 0LY

York, Hull Road Hull Road, York, YO10 3LF 07/07/2021 YO10 3LF England Hotel

Perth, Crieff Road Crieff Road, Perth, PH1 3JJ 24/06/2021 PH1 3JJ Scotland Hotel

The Scarlet Tap Southsea, 80-82 Palmerston Road 20/04/2022 PO5 3PT England Pubs

The Bedford Arms Southampton, 23 Bedford Place 20/04/2022 SO15 2DB England Pubs

Slug & Lettuce Farnham, 9-11 East Street 20/04/2022 GU9 7RX England Pubs

The Occasional Half London, 66 – 77 Green Lanes 21/04/2022 N13 4TD England Pubs

The Abbey Gloucester, 53 Northgate Street 28/04/2022 GL1 2AJ England Pubs

Hog’s Head Wolverhampton, 20/04/2022 WV1 1NA England Pubs

186 Stafford Street

Faradays Nottingham, 44 Pelham Street 13/04/2022 NG1 2EW England Pubs

The William Foster Lincoln, Guildhall Street 13/04/2022 LN1 1TT England Pubs

The William Gladstone Liverpool, 18-20 North John Street 27/04/2022 L2 9RL England Pubs

Yates’s Bolton, 36 Bradshawgate 27/04/2022 BL1 1DG England Pubs
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Inspection Asset

Property Address Date Postcode Country Type

Slug & Lettuce Preston, 144-146 Church Street 20/04/2022 PR1 3AB England Pubs

Slug & Lettuce Huddersfield, 40-44 King Street 20/04/2022 HD1 2QT England Pubs

The Calder Brighouse, Huddersfield Road 26/04/2022 HD6 1JZ England Pubs

The Blue Bell Hotel Middlesbrough, Acklam Road 26/04/2022 TS5 7HL England Pubs

The Grey Horse East Boldon, Front Street 26/04/2022 NE36 0SJ England Pubs

The Blagdon Arms Cramlington, Village Square 26/04/2022 NE23 1DN England Pubs

The Exchequer Kirkcaldy, 60-64 High Street 03/05/2022 KY1 1NB Scotland Pubs
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Sources of Information and Scope of Works

We have carried out our work based upon information supplied to us by

Secure Income REIT plc and their advisors, through the data room. The

key documents reviewed and relied upon include:

• Tenancy Schedule (4 April 22)

• Travelodge head lease payment (April 22)

• Project Telos Asset Databook (March 22)

• EPC schedule for all UK assets

• Environmental Surveys for:

o Theme Parks (Feb 2022)

o Hospitals (5x March 2007 and 7x August 2015)

o AO Arena, Manchester (Feb 2018)

o Chiswell St Brewery (Feb 2018)

o Pubs (Feb 2018)

o Hotels (Sept 2020)

• Building Surveys

o AO Arena, Manchester (July 2017-Feb 2022)

o Chiswell St Brewery (Jan 2018)

o Pubs (Feb 2018)

o Hotels (36x Sept 2020 and 17x Feb 2018)

• Certificate or Report on Titles of various dates relating to

o Theme Parks (April 2022)

o Hospitals (4x August 2019 and 9x March 2016)

o Manchester Arena (July 2018)

o Sample of 10 hotels (Sept 2020) and 2 hotels (March 2018)

• Commentary on Hospital rent reviews (undated)

• Details on Covid rent deferrals (undated)

• AO Arena, Manchester past and proposed capex investment

(undated)

• Summary of key asset management initiatives (undated)

We are of the opinion that we have been provided with sufficient

information in order for us to undertake our valuations, based on the

information provided in the data room and that gathered during

inspection.

Specifically we have not received Reports on Title for the Pubs, Chiswell

St Brewery or 111 of the hotels and we have not received building

surveys for the Theme Parks, Hospitals or 70 of the hotels.

Sources of
Information
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The Properties Our report contains a brief summary of the Property details on which

our Valuations have been based.

Inspection As part of our valuation instruction from SIR for financial reporting

purposes the Properties (with the exception of AO Arena, Chiswell St

Brewery and the Pubs) have been subject to internal inspections on an

annual rolling basis. As instructed, we have not re-inspected all the

Properties for the purpose of this valuation, but have re-inspected those

which would not have otherwise been inspected within 12 months of the

valuation date or were not included in the regular mandate. Accordingly,

we confirm that a team of chartered surveyors who are RICS Registered

Valuers has inspected each Property within 12 months of the valuation

date. With regard to those Properties which have not been subject to

re-inspection, SIR has confirmed that they are not aware of any material

changes to the physical attributes of the properties, or the nature of

their location, since the last inspection. We have assumed this advice to

be correct.

All the properties have been inspected in the past twelve months and

the usual enquiries undertaken close to the dates of inspection. SIR has

confirmed to us that there have been no material changes since our

inspections and we have adopted this assumption within our valuations.

Areas We have not measured the Properties and as trading assets the floor

areas are not the primary driver of valuation. Where floor areas have

been provided we have assumed they are measured on a Gross Internal

Area (GIA) basis in line with the RICS Code of Measuring Practice 6th

edition.

With the exception of the reports as stated under “Sources of

Information” we have not undertaken any other investigations, nor are

we aware of the content of, any other environmental audit or other

environmental investigation or soil survey which may have been carried

out on the Properties and which may draw attention to any

contamination or the possibility of any such contamination.

We have not carried out any investigations into the past or present uses

of the Properties, nor of any neighbouring land, in order to establish

whether there is any potential for contamination and have therefore

assumed that none exists.

The properties benefit from mains services where available. None of the

services have been tested by us.

Other than the reports as stated under “Sources of Information” we

have not been provided with additional building surveys as part of this

assignment.

We have not since tested services, made independent site

investigations, inspected woodwork, exposed parts of the structure

which were covered, unexposed or inaccessible, nor arranged for any

investigations to be carried out to determine whether or not any

deleterious or hazardous materials or techniques have been used, or are

present, in any part of the Properties. We are unable, therefore, to give

any assurance that the Properties are free from defect.

Town Planning We have not undertaken planning enquiries.

Environmental

Matters

Services and

Amenities

Repair and

Condition
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We have not generally examined nor had access to all the deeds, leases

or other documents. Where information from deeds, leases or other

documents is recorded in this report, it represents our understanding of

the relevant documents. We should emphasise, however, that the

interpretation of the documents of title (including relevant deeds, leases

and planning consents) is the responsibility of your legal adviser.

We have not conducted credit enquiries on the financial status of any

tenants. We have, however, reflected our general understanding of

purchasers’ likely perceptions of the financial status of tenants.

Titles, Tenures

and Lettings
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Valuation Assumptions

Assumptions An Assumption is defined in the Red Book Glossary and VPS 4 to be a

“supposition taken to be true” (an “Assumption”).

Assumptions are facts, conditions or situations affecting the subject of,

or approach to, a valuation that it has been agreed need not be verified

by the valuer as part of the valuation process. Assumptions are made

when it is reasonable for the valuer as part of the valuation process.

Assumptions are made when it is reasonable for the valuer to accept

that something is true without the need for specific investigation.

SIR has confirmed and we confirm that our Assumptions are correct as

far as SIR and we, respectively, are aware. In the event that any of

these Assumptions prove to be incorrect then our valuations should be

reviewed. The principal Assumptions which we have made are stated

within this Valuation Report.

For the avoidance of doubt, the Assumptions made do not affect

compliance with the approach to Market Value under the Red Book.

Capital Values Each valuation has been prepared on the basis of “Market Value”, which

is defined in the Red Book as:

“The estimated amount for which an asset or liability should exchange

on the Valuation Date between a willing buyer and a willing seller in an

arm’s length transaction, after proper marketing and where the parties

had each acted knowledgeably, prudently and without compulsion.”

The Valuation represents the figure that would appear in a hypothetical

contract of sale at the Valuation Date. No adjustment has been made to

this figure for any expenses of acquisition or realisation – nor for

taxation which might arise in the event of a disposal.

No account has been taken of any inter-company leases or

arrangements, nor of any mortgages, debentures or other charge.

No account has been taken of the availability or otherwise of capital

based Government or European Community grants.

As stated above, no allowances have been made for any expenses of

realisation nor for taxation which might arise in the event of a disposal.

Our valuations reflect purchasers’ statutory and other normal acquisition

costs.

VAT We have not been advised whether the properties are elected for VAT.

All rents and capital values stated in this report are exclusive of VAT.

Passing Rent Passing rents quoted in this report are the rents which are currently

payable under the terms of the leases. Passing rents exclude service

charges and VAT and are prior to deduction of any non-recoverable costs.

Passing rents exclude turnover rents, mall incomes and other

miscellaneous incomes.

Taxation, Costs
and Realisation
Costs
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Net Annual Rent Net annual rent is defined for the purposes of this transaction as “the

current income or income estimated by the valuer:

(i) ignoring any special receipts or deduction arising from the

property;

(ii) excluding Value Added Tax and before taxation (including tax on

profits and any allowances for interest on capital or loans); and

(iii) after making deductions for superior rents (but not for

amortisation), and any disbursements including, if appropriate,

expenses of managing the property and allowances to maintain it

in a condition to command its rent”.

The estimated net annual rental value is based on the current rental

value of each of the Properties. The rental value reflects the terms of

the leases where the Properties, or parts thereof, are let at the date of

valuation. Where the Properties, or parts thereof, are vacant at the date

of valuation, the rental value reflects the rent we consider would be

obtainable on an open market letting as at the date of valuation.

Rental Values Unless stated otherwise rental values indicated in our report are those

which have been adopted by us as appropriate in assessing the capital

value and are not necessarily appropriate for other purposes, nor do

they necessarily accord with the definition of Market Rent in the Red

Book, which is as follows:

“The estimated amount for which an interest in real property should be

leased on the Valuation Date between a willing lessor and a willing

lessee on appropriate lease terms in an arm’s length transaction, after

proper marketing and where the parties had each acted knowledgeably,

prudently and without compulsion.”

Where appropriate we have regarded the shop fronts of retail and

showroom accommodation as forming an integral part of the building.

Landlord’s fixtures such as lifts, escalators, central heating and other

normal service installations have been treated as an integral part of the

building and are included within our Valuations.

Process plant and machinery, tenants’ fixtures and specialist trade

fittings have been excluded from our Valuations.

All measurements, areas and ages quoted in our report are

approximate.

Estimated Net
Annual Rental
Valuation

Fixtures, Fittings
and Equipment
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In the absence of any information to the contrary, we have assumed that:

a) the Properties are not contaminated and are not adversely

affected by any existing or proposed environmental law;

b) any processes which are carried out on the Properties which are

regulated by environmental legislation are properly licensed by

the appropriate authorities;

c) in England and Wales, the Properties possess current Energy

Performance Certificates (EPCs) as required under the

Government’s Energy Performance of Buildings Directive – and

that they have an energy efficient standard of ‘E’, or better. We

would draw your attention to the fact that under the Energy

Efficiency (Private Rented Property) (England and Wales)

Regulations 2015 it became unlawful for landlords to rent out a

business premise from 1st April 2018 – unless the site has

reached a minimum EPC rating of an ‘E’, or secured a relevant

exemption. In Scotland, we have assumed that the Properties

possess current EPCs as required under the Scottish Government’s

Energy Performance of Buildings (Scotland) Regulations – and that

they meet energy standards equivalent to those introduced by the

2002 building regulations. We would draw your attention to the

fact the Assessment of Energy Performance of Non-Domestic

Buildings (Scotland) Regulations 2016 came into force on 1st

September 2016. From this date, building owners are required to

commission an EPC and Action Plan for sale or new rental of

non-domestic buildings bigger than 1,000 sq m that do not meet

2002 building regulations energy standards. Action Plans contain

building improvement measures that must be implemented within

3.5 years, subject to certain exemptions;

d) in Scotland and Germany the Properties meet the legal energy

efficiency standards for rental or as applicable;

e) the Properties are either not subject to flooding risk or, if they

are, that sufficient flood defences are in place and that

appropriate building insurance could be obtained at a cost that

would not materially affect the capital values; and

f) invasive species such as Japanese Knotweed are not present on

the Properties.

High voltage electrical supply equipment may exist within, or in close

proximity of, the Properties. The National Radiological Protection Board

(NRPB) has advised that there may be a risk, in specified circumstances,

to the health of certain categories of people. Public perception may,

therefore, affect marketability and future value of the Properties. Our

Valuation reflects our current understanding of the market and we have

not made a discount to reflect the presence of this equipment.

Environmental
Matters

133



In the absence of any information to the contrary, we have assumed that:

a) there are no abnormal ground conditions, nor archaeological

remains, present which might adversely affect the current or

future occupation, development or value of the Properties;

b) the Properties are free from rot, infestation, structural or latent

defect;

c) no currently known deleterious or hazardous materials or suspect

techniques, including, but not limited to, Composite Panelling,

ACM Cladding, High Alumina Cement (HAC), Asbestos, have been

used in the construction of, or subsequent alterations or additions

to, the Properties; and

d) the services, and any associated controls or software, are in

working order and free from defect.

We have otherwise had regard to the age and apparent general

condition of the Properties. Comments made in the property details do

not purport to express on opinion about, or advise upon, the condition

of uninspected parts and should not be token as making on implied

representation or statement about such parts.

Unless stated otherwise within this report, and in the absence of any

information to the contrary, we have assumed that:

a) the Properties possess good and marketable title free from any

onerous or hampering restrictions or conditions;

b) the buildings have been erected either prior to planning control, or

in accordance with planning permissions, and have the benefit of

permanent planning consents or existing use rights for their

current uses;

c) the Properties are not adversely affected by town planning or road

proposals;

d) the buildings comply with all statutory and local authority

requirements including building, fire and health and safety

regulations, and that a fire risk assessment and emergency plans

are in place;

e) only minor or inconsequential costs will be incurred if any

modifications or alterations are necessary in order for occupiers of

the Properties to comply with the provisions of the Disability

Discrimination Act 1995 (in Northern Ireland) or the Equality Act

2010 (in the rest of the UK);

f) all rent reviews are upward only and are to be assessed by

reference to full current market rents (with the exception of

assets in Germany where this is prohibited);

g) there are no tenant’s improvements that will materially affect our

opinion of the rent that would be obtained on review or renewal;

h) tenants will meet their obligations under their leases, and are

responsible for insurance, payment of business rates, and all

repairs, whether directly or by means of a service charge;

i) there are no user restrictions or other restrictive covenants in

leases which would adversely affect value;

Repair and
Condition

Title, Tenure,
Lettings,
Planning,
Taxation and
Statutory & Local
Authority
Requirements
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j) where more than 50% of the floorspace of the Properties is in

residential use, the Landlord and Tenant Act 1987 (the “Act”)

gives certain rights to defined residential tenants to acquire the

freehold/head leasehold interest in the Properties. Where this is

applicable, we have assumed that necessary notices have been

given to the residential tenants under the provisions of the Act,

and that such tenants have elected not to acquire the

freehold/head leasehold interest. Disposal on the open market is

therefore unrestricted;

k) where appropriate, permission to assign the interests being valued

herein would not be withheld by the landlords where required;

I) vacant possession can be given of all accommodation which is

unlet or is let on a service occupancy; and

m) Land Transfer Tax (or the local equivalent) will apply at the rate

currently applicable.

In the UK, Stamp Duty Land Tax (SDLT) in England and Northern Ireland

will apply at the rate currently applicable.
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Appendix A: Property Details

Property Description Valuation Comments Market Value

Hospitals £867,740,00012 freehold private hospitals
located across the UK, in a mix of
town and suburban fringe
locations, except Nightingale
which is located within Central
London.

The assets are generally
1980/90s with more modern
extensions. Nightingale Hospital
dates back to the late 1800s.

The assets are mostly purpose
built and have been extended to
varying degrees over their
lifetimes to accommodate growth
in the facilities and surgical
capabilities. As such, a typical
hospital includes the original
buildings with more modern
extensions, to provide additional
accommodation, which is
commensurate with other leading
acute UK private hospitals in the
sector.

The assets range in size from 21
to 185 inpatient and day-patient
beds (Rivers Hospital including
The Garden and Jacobs Neuro
Centres being the largest) and
Orchard Lea Retirement Village
(eighteen 1-bed apartments and
four 2-bed apartments sold on
long leaseholds).

With the exception of Nightingale,
the assets are let for 30 years
from 3 May 2007 on FRI leases to
Ramsay Health Care UK
Operations Ltd with a guarantee
from Ramsay Health Care
Limited. There are annual 2.75%
fixed rent reviews and the option
for 5 yearly reviews to Market
Rent if higher. The 2018 review is
outstanding. Nightingale is let to
Florence Nightingale Hospitals
Limited with a guarantee from
Orpea SA. It is also FRI on a 30
year lease from 3 May 2007, but
with a reversionary lease for a
further 7 years. The Property
benefits from 3.00% per annum
fixed uplifts with the next review
in 03/05/2022.

- Investment valuation
methodology, capitalising
the passing rent at a yield

- Net initial yields adopted
of 3.75% – 4.20%
reflecting key factors
including location, asset
quality, unexpired term,
tenure and period to
review

- Full purchaser costs
deducted

- We have not had sight of
trading accounts and as
such there is greater risk
in our assessment of
Market Rent and rent
affordability
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Property Description Valuation Comments Market Value

£815,750,000Theme
Parks

Four theme parks/visitor
attractions and two adjoining
hotels in the UK and Germany.

Alton Towers comprises a theme
park, three hotels, lodges, a
water park and conference centre
on a 546 acre site. The asset is
held freehold with the exception
of the hotels which are held on a
999 year lease from July 2007 at
a rent of £250 per annum (SIR
has the right to acquire for
£1,000). The asset is located
north of the village of Alton in
Staffordshire in an elevated,
scenic position. It is the foremost
theme park in the UK and one of
the most visited in Europe.

Thorpe Park comprises a theme
park, small hotel and conference
facility on a 435 acre site. The
asset is held freehold, it is
located next to the M25
intersection with the M3, near to
Staines and surrounded by lakes
and reservoirs. It is the second
most visited theme park in the
UK.

Warwick Castle is a Grade 1 listed
castle originally dating to the
12th century across 103 acres
with additional lodge, and events
accommodation. The property is
held Freehold and is located in
the centre of Warwick, 3 miles
north of the M40. Warwick is one
of the most visited attractions in
the UK and the tenant has
successfully driven visits through
investment.

Heide Park is a German theme
park, hotel and holiday camp on
a 490 acre site of which only part
is utilised. The property is held
Freehold. It is located in a rural
setting in Soltau, 90km south of
Hamburg and is one of the most
popular parks in Germany.

With the exception of Heide Park,
the assets are all let on FRI
leases to Merlin Attractions
Operations Limited with a
guarantee from Merlin
Entertainments Ltd. They have
55.5 years unexpired and annual
CPI+50bpts linked reviews with a
cap of 4% and collar of 1%. 

- Investment valuation
methodology, capitalising
the passing rent at a yield

- Net initial yields adopted
of 4.25% – 4.75%
reflecting key factors
including location, asset
quality, rent cover and
trading potential

- Full purchaser costs
deducted

- Heide Park is located in
Germany and has been
valued in Euros. The
denomination has been
converted from Euros to
Sterling using the Bank of
England daily spot rates as
at 29/04/2022. The rate
applied is 1 EURO=0.8401
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Property Description Valuation Comments Market Value

Travelodge £430,560,500

£100,750,000

The next review is due 24th June
2022. Heide Park and Heide Park
Hotel are let to Heide Park Soltau
GmbH with guarantees from
Merlin Entertainments Ltd. There
is also 55.5 years unexpired but
with 3.34% per annum fixed
reviews. The next review is due
5th July 2022.

123 budget hotels located across
the UK with 10 in Scotland, 2 in
Wales and 111 in England. The
hotels are mostly in roadside
locations, with only 20 of the
sites being in town or city centre
locations.

Travelodge was established in
1985 and the majority of the
assets in the portfolio were built
shortly after, in the 1980s and
1990s. They are purpose-built in
the main and of a quality and
condition commensurate with a
budget hotel. The hotels offer a
total of 6,576 beds, averaging
54 per site.

The properties are let to
Travelodge Hotels Limited on FRI
leases with 5 yearly uncapped, RPI
linked reviews. 109 of the leases
have 18-20 years unexpired with
the remaining 14 benefitting from
longer unexpired terms. There is
an overall WAULT of 20.1 years for
the portfolio.

65 of the assets are held freehold
and 58 held leasehold. The
leaseholds include 5 virtual
freeholds and 41 long leaseholds
where the unexpired term is over
80 years.

- Investment valuation
methodology, capitalising
the passing rent at a yield

- Net initial yields adopted
of 5.00% -16.00%
reflecting key factors
including location, asset
quality, unexpired term,
tenure and period to
review

- Full purchaser costs
deducted

- We have not had sight of
trading accounts and as
such there is greater risk
in our assessment of
Market Rent and rent
affordability

- Travelodge undertook a
CVA beginning in 2020,
this process is now
complete

AO Arena,
Manchester

Built in 1995 and adjoining
Victoria train station in
Manchester city centre, the
building offers modern arena
accommodation with a 21,000
capacity and potential for 360
degree seating. It is of steel
frame construction with a single
span roof. The property also
includes the Arena Point and
Martins House office buildings,
which offer 110,752 sq ft of
secondary office accommodation.
There is also a 978 space multi
storey car park with entrance
from Trinity Way.

- Investment valuation
methodology, capitalising
the passing rent at a yield

- Net initial yields adopted
of 5.50% -8.00%
reflecting key factors
including tenure, quality of
accommodation, tenant
covenant, unexpired term

- Full purchaser costs
deducted
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Property Description Valuation Comments Market Value

£52,200,000

The property is held long
leasehold from National Rail with
172 years unexpired. Rent is the
higher of a base amount or 10%
of rental income, whichever is the
higher.

The property offers high quality
arena accommodation and is one
of the top arenas in Europe and
the top 3 in the UK. The offices
are secondary in nature but
suited to their purpose.

The principal income is from: the
arena which is let to SMG Europe
Holdings Limited and SMG with
23 years unexpired and annual
RPI linked reviews with a cap of
5% and collar of 2%; St Martin’s
House which is let to Serco with
3 years unexpired; naming rights
from AO retail limited which
expires in 2026 and operational
income from the car park.

- We have not had sight of
trading accounts and as
such there is greater risk
in our assessment of
Market Rent and rent
affordability

- A new arena is currently
under construction in East
Manchester which will act
as competition to the
subject, however ASM
Global haveannounced that
they will undertake a
£50m redevelopment of
the subject Property over
the next three years to
include new guest
entrances, custom lounges
and an upgraded
concourse experience 

Chiswell St
Brewery,
London

The Property comprises part of a
listed former 18th century
Whitbread brewery which was
converted to a unified conference
and venues facility in the 1980s. 

The asset is located south of
Chiswell Street in the City of
London, it is 65,855 sq ft in total
across basement, lower
mezzanine, ground, and first floor
levels with upper mezzanine level
and second floor and part third
and fourth floors.

Trading as “The Brewery”, the
property offers eleven function
rooms available for hire, although
certain of these are marketed as
suites of differing capacity, of
which there are six in total. The
property is fitted out to a high
quality with regular investment to
ensure a modern conference and
meeting experience.

The Property is mostly Freehold,
however there are two small
ancillary and plant areas which
are held long leasehold on
999 year peppercorn leases.

- Investment valuation
methodology, capitalising
the passing rent at a yield

- We have had sight of the
historic trading accounts
and adopted a Market Rent
below passing rent

- Hardcore and layer
approach taken to reflect
the risk to the income
above Market Rent

- Full purchaser costs
deducted 

- The conference and
venues sector has been
particularly affected by the
pandemic and although we
understand year to date
performance has been
very strong, there is still
risk relating to recovery

- Although there is a long
unexpired term, the tenant
solely operates from this
venue and therefore the
affordability of rent
depends on the success of
this business
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Property Description Valuation Comments Market Value

Pubs £35,805,000

Total £2,302,805,500

The investment is let to ‘The
Brewery on Chiswell Street
Limited’ on a 50 year lease from
05/07/2006 with 5 yearly rent
increases to 2.50% per annum
compound. The next increase is
July 2026.

17 freehold public houses located
across the United Kingdom, with
1 in Scotland and 1 in Greater
London; the rest are located
across England with a
concentration in the North West.
The pubs are in town centre or
suburban locations with large
catchments in the immediate
surrounds.

The properties are generally
large, wet led managed houses
with the average size of 10,797
sq ft. They are generally
traditional public houses or
converted retail, fitted out to a
modern corporate style. The age
of the buildings vary but are
generally early 20th century. The
assets are generally of a good
quality and condition
commensurate with other
managed houses.

With the exception of the
Occasional Half, the properties
are let to and operated by
Stonegate with the tenants being
subsidiary companies and the
guarantor being either Town &
City Pub Group Limited,
Stonegate Pub Company Limited
or Bay Restaurant Group Limited.
The properties are let with over
23 years unexpired and 5 yearly
RPI linked reviews with a cap of
4% and collar of 1%. The next
review is due 06/02/2025.

The Occasional Half is let on the
same terms, but to Redcat
Leased Pubs and with an AGA
from Stonegate Pub Company
Ltd.

- Investment valuation
methodology, capitalising
the passing rent at a yield

- Net initial yields adopted
of 4.75% – 6.50%
reflecting key factors
including location, asset
quality, condition and
estimated trading

- Full purchaser costs
deducted

- We have not had sight of
trading accounts and as
such there is greater risk
in our assessment of
Market Rent and rent
affordability, however we
understand that a regear
of the leases was
undertaken in 2020 which
resulted in a strong rent
cover of over 2x
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Appendix B: Schedule of Properties with a
value in excess of 5% of Portfolio Value

                             Description                                                                          Market Value

Rivers Hospital        £209,255,000

   £120,945,000

    £388,650,000

Thorpe Park            £207,525,000

    £152,025,000

The asset comprises a major healthcare complex, which

includes the Rivers private acute hospital, the Gardens and

Jacobs Centre neurological services units and Orchard Lea

Retirement village, totalling 185 inpatient and day-patient

bedrooms and 22 apartments (sold on long leaseholds).

Other key services include 4 surgical theatres, 13 consulting

and 8 treatment rooms and on-site pharmacy. The Property

is situated on a landscaped 22.6 acre site (excluding option

land). The Property is held as multiple freeholds and is

located in Sawbridgeworth, between Harlow and Bishop’s

Stortford, Hertfordshire.

Springfield

Hospital

Springfield Hospital is a 67 inpatient/day patient, purpose

built private hospital and dedicated oncology centre

(operated by a third party service provider Genesis Care).

Other key services include 5 surgical theatres, 23 consulting

and 11 treatment rooms and on-site pharmacy. The Property

is situated on a landscaped 6.8 acre site. The Property is held

freehold and is located approximately 2 miles north of

Chelmsford, Essex.

Alton Towers &

Alton Towers

Hotel

Alton Towers comprises a theme park, three hotels, lodges, a

water park and conference centre on a 546 acre site. The

asset is held freehold with the exception of the hotels which

are held on a 999 year lease from July 2007 at a rent of £250

per annum. The asset is located north of the village of Alton

in Staffordshire in an elevated, scenic position. It is the

foremost theme park in the UK and one of the most visited in

Europe.

Thorpe Park comprises a theme park, small hotel and

conference facility on a 435 acre site. The asset is held

freehold, it is located next to the M25 intersection with the

M3, near to Staines and surrounded by lakes and reservoirs.

It is the second most visited theme park in the UK.

Heide Park &

Heide Park

Hotel

Heide Park is a German theme park, hotel and holiday camp

on a 490 acre site of which only part is utilised. The property

is held Freehold. It is located in a rural setting in Soltau,

90km south of Hamburg and is one of the most popular parks

in Germany.
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Appendix C: Market Value by Property Type

                            #      Freehold              Long Leasehold**    Short Leasehold    Sub-total

Hospitals               12     £867,740,000       0                                                            £867,740,000

UK Theme Parks    4       £557,750,000       £105,975,000                                          £663,725,000

German Theme     2       £152,025,000                                                                     £152,025,000

Parks

Hotels                   123   £224,429,500       £188,880,000            £17,251,000           £430,560,500

Other                    19     £88,005,000*       £100,750,000                                          £188,755,000

Development         0       0                          0                                                            0

Totals                  160   £1,889,949,500  £395,605,000          £17,251,000         £2,302,805,500

*    includes Chiswell St Brewery which has a small area part leasehold

**   long leasehold is over 50 years
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Appendix D: Market Value by Geography

Region                                                                                                              Market Value

South East (incl. Home Counties)                                                                      £532,635,500

West Midlands                                                                                                   £522,891,500

East England                                                                                                     £487,030,500

North West                                                                                                        £336,493,000

Germany                                                                                                           £152,025,000

South West                                                                                                       £104,441,000

East Midlands                                                                                                      £80,476,500

Scotland                                                                                                             £48,657,000

Yorkshire & Humberside                                                                                       £22,705,000

Wales                                                                                                                   £7,935,500

North East                                                                                                          £7,515,000

Totals                                                                                                            £2,302,805,500

*    Heide Park is located in Germany and has been valued in Euros. The denomination has been converted from

Euros to Sterling using the Bank of England daily spot rates as at 29/04/2022. The rate applied is

1 EURO=0.8401
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Part 8

REIT status and taxation

1.      The UK REIT Regime

1.1     Summary

(a)     The summary of the REIT Regime below is intended only as a general guide. It is a

high-level summary of the Company’s understanding of certain aspects of current UK

law and HMRC practice relating to the REIT Regime, each of which is subject to change,

possibly with retrospective effect. It is not an exhaustive summary of all applicable

legislation in relation to the REIT Regime.

(b)     Investing in property through a UK taxable corporate investment vehicle has the

disadvantage that, in comparison to a direct investment in property assets, some

categories of shareholder may effectively bear tax twice on the same income: first,

indirectly, when the corporate investment vehicle pays corporation tax on its profits, and

secondly, directly (subject to any available exemption) when the shareholder receives a

dividend. Non-tax paying entities, such as UK pension funds, could bear tax indirectly

when investing through a taxable closed-ended corporate vehicle that is not a REIT that

they would not suffer if they were to invest directly in the property assets.

(c)     As a member of a REIT Group, a company will not pay UK corporation tax on income or

capital gains from its Property Rental Business in the UK provided that certain conditions

are satisfied. Instead, distributions by the principal company of a REIT Group in respect

of the tax-exempt Property Rental Business will be treated for UK tax purposes as

profits of a UK property business in the hands of shareholders. Paragraph 2 of this Part 8

contains further detail on the UK tax treatment of shareholders in a REIT.

(d)     An exemption from corporation tax on gains also applies for REITs on a disposal of

shares where the company disposed of is UK property rich. “UK property rich” broadly

means that the company in question derives 75 per cent. or more of its value from

interests in UK land. This exemption for disposals of shares in companies that are UK

property rich applies on a proportionate basis, by reference to the proportion which the

value of the UK property rental business assets of the company disposed of bears to

that company’s total assets (as at the beginning of the accounting period in which the

disposal takes place). As such, a gain on a disposal of shares in a subsidiary whose sole

activity is the carrying on of a UK property rental business, with all of its assets held for

the purposes of that UK property rental business, should generally be treated as a gain

arising from the REIT Group’s Property Rental Business and benefit in full from the

exemption. Any such gains would be treated as exempt gains of the Property Rental

Business and would therefore be treated as a PID when paid to shareholders and be

subject to 20 per cent. withholding tax (subject to certain exceptions).

(e)     A company will remain subject to UK corporation tax in the normal way in respect of

any income and gains from any activities not included in the Property Rental Business

(the “Residual Business”).

(f)     While within the REIT Regime, the Property Rental Business will be treated as a separate

business for corporation tax purposes from the Residual Business. As such, a loss

incurred by the qualifying Property Rental Business cannot be set off against profits of

the Residual Business (and vice versa).

(g)     A dividend paid by the Company which is attributed to profits or gains of the Property

Rental Business is referred to as a “Property Income Dividend” or “PID”. Other

normal dividends paid by the Company (including dividends relating to the Residual

Business) are referred to as Non-PID Dividends. Both PIDs and Non-PID Dividends may

be satisfied by stock dividends. Paragraph 2 of this Part 8 contains further detail on the

UK tax treatment of shareholders in a REIT.
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(h)     In this document, references to a company’s accounting period are to its accounting

period for UK corporation tax purposes. This period can differ from a company’s

accounting period for other purposes.

1.2     Qualification as a REIT

(a)     A company becomes a REIT by serving notice on HMRC before the beginning of the first

accounting period for which it wishes to become a REIT. In order to qualify as a REIT,

the company must satisfy and continue to satisfy certain conditions set out in the REIT

Regime. A non-exhaustive summary of the material conditions is set out below.

(b)     Company conditions

The Company must be solely UK resident for tax purposes, its ordinary shares must be

admitted to trading on a recognised stock exchange and it must not be an open-ended

investment company. The Company’s shares must either be listed on a recognised stock

exchange throughout each accounting period or traded on a recognised stock exchange

in each accounting period. This listing/traded requirement is relaxed in the first three

accounting periods. For accounting periods commencing on or after 1 April 2022, this

condition is also relaxed if at least 70 per cent. of the shares are owned by one or more

specified types of “institutional investor”. The Company must also not be a close

company (the “close company condition”). In summary, the close company condition

amounts to a requirement that the company cannot be under the control of 5 or fewer

participators (meaning generally shareholders or loan creditors), or of participators who

are directors, subject to certain exceptions. A close company that is only close because

it has a participator which is an “institutional investor” under the REIT Regime will not

violate the non-close company rule. The close company condition is relaxed for the first

three years.

(c)     Share capital restrictions

The Company must have only one class of ordinary share in issue. The only other shares

it may issue are non-voting restricted preference shares, including shares which would

be non-voting restricted preference shares but for the fact that they carry a right of

conversion into shares or securities in the Company.

(d)     Borrowing restrictions

The Company must not be party to any loan in respect of which the lender is entitled

to interest which exceeds a reasonable commercial return on the consideration lent or

where the interest depends to any extent on the results of any of its business or on the

value of any of its assets (subject to exceptions). In addition, the amount repayable

must either not exceed the amount lent or must be reasonably comparable with the

amount generally repayable (in respect of an equal amount lent) under the terms of

issue of securities listed on a recognised stock exchange.

(e)     Conditions for the Property Rental Business (including the balance of business

conditions)

The Company (or REIT Group) must satisfy, among other things, the following

conditions in respect of each accounting period during which it is to be treated as a

REIT:

(i)      the Property Rental Business must throughout the accounting period involve at

least three properties;

(ii)     throughout the accounting period no one property may represent more than 40

per cent. of the total value of the properties involved in the Property Rental

Business;

(iii)    the profits arising from the Property Rental Business must represent at least 75

per cent. of the total profits for the accounting period (the “75 per cent. profits

condition”). Profits for this purpose means profits before deduction of tax and
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excluding, broadly, gains and losses on the disposal of property and gains and

losses on the revaluation of properties, and certain exceptional items; and

(iv)    at the beginning of the accounting period the value of the assets in the Property

Rental Business must represent at least 75 per cent. of the total value of assets

held (the “75 per cent. assets condition”). Cash and the value of shares held

in other REITs are included in the value of the assets relating to the Property

Rental Business for the purpose of meeting this condition.

(f)     Distribution condition

The Company (or REIT Group) will be required (to the extent permitted by law) to

distribute to shareholders (by way of cash or stock dividend), on or before the filing date

for the tax return for the accounting period in question, at least 90 per cent. of its

income profits (broadly, calculated using normal UK corporation tax rules and excluding

any realised or unrealised gains or losses) in respect of its Property Rental Business (the

“90 per cent. distribution condition”) together with all of the Company’s (or REIT

Group’s) UK REIT investment profits (broadly dividends received from other REITs in

which the Company (or REIT Group) holds shares). For the purpose of satisfying the

90 per cent. distribution condition, any dividend withheld in order to comply with the

10 per cent. rule (as described below) will be treated as having been paid.

1.3     Investment in other REITs

There is an exemption for distributions of profits or gains of the Property Rental Business of

one REIT to another REIT. The investing REIT is required to distribute 100 per cent. of such

distributions to its shareholders. The investment by one REIT in another REIT will effectively

be treated as a Property Rental Business asset for the purposes of the 75 per cent. assets

condition.

1.4     Effect of being a REIT

(a)     Tax exemption

As a REIT, the Company (or its REIT Group) will not pay UK corporation tax on profits

and gains from the Property Rental Business. Since 6 April 2019, gains on a disposal by

a member of the REIT Group of shares in a property owning subsidiary which is “UK

property rich” (which broadly means it derives 75 per cent. or more of its value from

interests in UK land) are treated as exempt gains from the REIT Group’s Property Rental

Business, but it should be noted that this exemption applies only on a proportionate

basis, with the proportion of the gain that is exempted being the same as the proportion

which the value of the UK property rental business assets of the company disposed of

bears to that company’s total assets (as at the beginning of the accounting period in

which the disposal takes place).

Corporation tax will still apply in the normal way in respect of the Residual Business.

The Company (and its REIT Group) will also continue to pay all other applicable taxes

including VAT, stamp duty land tax, stamp duty, PAYE, rates and national insurance

contributions in the normal way.

(b)     Dividends

When the Company pays a dividend, that dividend must be paid as a PID to the extent

necessary to satisfy the 90 per cent. distribution condition and the requirement to

distribute UK REIT investment profits. If the dividend exceeds the amount required to

satisfy that test, then depending on the exact position of the business (e.g. any

requirement to pay further PIDs before a Non-PID dividend can be paid) the REIT may

determine that all or part of the balance is a Non-PID Dividend. Subject to certain

exceptions, PIDs will be subject to withholding tax at the basic rate of income tax

(currently 20 per cent). Further details of the United Kingdom tax treatment of certain

categories of shareholder while the company is in the REIT Regime are contained in

paragraph 2 of this Part 8.
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If the Company ceases to be a REIT, dividends paid by the Company may nevertheless

be PIDs to the extent they are paid in respect of profits and gains of the Property Rental

Business arising whilst the Company was within the REIT Regime.

(c)     Interest cover ratio

A tax charge may arise to a REIT if, in respect of any accounting period, the ratio of

income profits (subject to certain adjustments) to financing costs is less than 1.25:1.

The amount (if any) by which the financing costs exceed the amount of those costs

which would cause that ratio to equal 1.25:1 is (subject to a cap of 20 per cent. of the

income profits) generally chargeable to corporation tax. HMRC has the power to waive

such corporation tax charge if it is satisfied that: (i) the Company was in severe financial

difficulties at a time in the relevant accounting period; (ii) the ratio is less than 1.25:1

as a result of circumstances that arose unexpectedly; and (iii) in those circumstances

the Company could not reasonably have taken action to avoid such a result.

(d)     The “10 per cent. rule”

The Company may become subject to an additional tax charge if it makes a distribution

to, or in respect of, a person beneficially entitled, directly or indirectly, to 10 per cent.

or more of the Company’s distributions or share capital or that controls, directly or

indirectly, 10 per cent. or more of the voting rights in the Company. Shareholders

should note that this tax charge only applies where a distribution is made (or attributed)

to persons that are companies or are treated as bodies corporate in accordance with the

law of an overseas jurisdiction with which the UK has a double taxation agreement, or

in accordance with such a double taxation agreement. It does not generally apply where

a nominee has such a 10 per cent. or greater holding unless the persons on whose

behalf the nominee holds the shares meet the test in their own right. In addition, from

April 2022, holdings by shareholders who are entitled to receive PIDs without deduction

of tax should generally not trigger these rules. The tax charge will not be incurred if the

principal company has taken “reasonable steps” to avoid paying dividends to such a

shareholder. HMRC guidance describes certain actions that a REIT may take to show it

has taken such “reasonable steps”. One of these actions is to include restrictive

provisions in the REIT’s articles of association to address this requirement, and the

Company’s Articles therefore contain provisions designed to avoid the situation where

distributions may become payable to a Substantial Shareholder. These provisions are

summarised at paragraph 3 of this Part 8.

(e)     Property development and property trading by a REIT

A property in relation to which development has been undertaken by the Company (or

its REIT Group) can be within the Property Rental Business provided certain conditions

are met. However, if the costs of the development exceed 30 per cent. of the fair value

of the asset at the later of: (a) the date on which the relevant company becomes a

member of a REIT, and (b) the date of the acquisition of the development property, and

the REIT sells the development property within three years of completion of the

development, the property will be treated as never having been part of the Property

Rental Business for the purposes of calculating any profits arising on disposal of the

property. Any profit will be chargeable to corporation tax as part of the Residual

Business.

If the Company (or its REIT Group) disposes of a property (whether or not a

development property) in the course of a trade, the property will be treated as never

having been within the Property Rental Business for the purposes of calculating any

profit arising on disposal of the property. Any profit will generally be chargeable to

corporation tax as part of the Residual Business.

(f)     Movement of assets in and out of Property Rental Business

In general, where an asset owned by the Company (or its REIT Group) and used for the

Property Rental Business begins to be used for the Residual Business, there will be a

tax exempt market value disposal of the asset. Where an asset owned by the Company
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(or its REIT Group) and used for the Residual Business begins to be used for the

Property Rental Business, this may, depending on the circumstances, constitute a

taxable disposal of the asset.

(g)     Joint ventures

The REIT Regime also makes certain provisions for corporate joint ventures. If the REIT

is beneficially entitled to at least 40 per cent. of the profits available for distribution to

equity holders in a joint venture company and at least 40 per cent. of the assets of the

joint venture company available to equity holders in the event of a winding up, that joint

venture company (or its subsidiaries) is carrying on a Property Rental Business which

satisfies the 75 per cent. profits condition and the 75 per cent. assets condition (the

“JV company”) and certain other conditions are satisfied, the principal company may,

by giving notice to HMRC, elect for the assets and income of the JV company to be

included in the Property Rental Business for tax purposes (on a proportionate basis). In

such circumstances, the income of the JV company will count towards the 90 per cent.

distribution condition and the 75 per cent. profits condition, and its assets will count

towards the 75 per cent. assets condition (on a proportionate basis).

(h)     Certain tax avoidance arrangements

If HMRC believes that a company that is or is a member of a REIT has been involved in

certain tax avoidance arrangements, it may cancel the tax advantage obtained and, in

addition, impose a tax charge equal to the amount of the tax advantage. In addition, if

HMRC consider that the circumstances are sufficiently serious or if two or more notices

in relation to the obtaining of a tax advantage are issued by HMRC in a 10 year period,

they may require a company to exit the REIT Regime.

1.5     Exit from the REIT Regime

A company can give notice to HMRC that it wants to leave the REIT Regime at any time. The

Board retains the right to decide that the company should exit the REIT Regime at any time

in the future without shareholder consent if it considers this to be in the best interests of the

Company.

If a company voluntarily leaves the REIT Regime within ten years of joining and within two

years of leaving disposes of any property that was involved in its Property Rental Business,

any uplift in the base cost of the property as a result of the deemed disposal on entry into the

REIT regime and any rebasing on exit from the REIT Regime (or on a movement from the

Property Rental Business to the Residual Business) is disregarded in calculating the gain or

loss on the disposal.

It is important to note that it cannot be guaranteed that the Company or its REIT Group will

comply with all of the REIT conditions and that the REIT Regime may cease to apply in some

circumstances.

Shareholders and/or prospective investors should note that it is possible that the Company or

its REIT Group could lose its status as a REIT as a result of actions by third parties (for

example, in the event of a successful takeover by a company that is not a REIT) or other

circumstances outside the Company’s control.

2.      UK Taxation

2.1     Introduction                                                                                                                      

The tax legislation of a Shareholder’s or potential investor’s home country and of the UK may

have an impact on the income received from the LXi Shares.

The following paragraphs are intended as a general guide only to certain aspects of current

UK tax law and HMRC published practice, each of which may change, possibly with

retrospective effect. They apply only to certain Shareholders resident for UK tax purposes

(and, in the case of individuals, domiciled) in the UK, save where express reference is made

to non-UK resident persons. They do not constitute tax advice.
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The statements are not applicable to all categories of Shareholders, and in particular are not

addressed to (i) Shareholders who do not hold their LXi Shares as investments or who are not

the absolute beneficial owners of those shares or dividends in respect of those shares;

(ii) Shareholders who own (or are deemed to own) ten per cent. or more of the shares or

voting power or entitlement to distributions of the Company; (iii) special classes of

Shareholders such as dealers in securities, broker-dealers, insurance companies, trustees of

certain trusts and persons entitled to certain tax exemptions; (iv) Shareholders who hold LXi

Shares as part of hedging or commercial transactions, (v) Shareholders who hold LXi Shares

in connection with a trade, profession or vocation carried on in the UK (whether through a

branch or agency or otherwise); (vi) Shareholders who hold LXi Shares acquired by reason of

any office or employment; and (vii) Shareholders who hold LXi Shares in an ISA, SIPP or

SSAS. Shareholders who are in any doubt about their tax position, or who are subject to tax

in a jurisdiction other than the United Kingdom, should consult their own appropriate

independent professional adviser without delay, particularly concerning their tax liabilities on

PIDs, whether they are entitled to claim any repayment of tax, and, if so, the procedure for

doing so. Non-UK resident shareholders should note that, as discussed at paragraph 2.4

below, they may be subject to UK tax on any chargeable gains arising on a disposal of LXi

Shares.

2.2     UK taxation of Non-PID Dividends

(a)     General

The Company will not be required to withhold tax at source when paying a Non-PID

Dividend to any Shareholder (whether in cash or in the form of a stock dividend).

(b)     Individual Shareholders

UK tax-resident individual Shareholders who receive a Non-PID Dividend from the

Company will be entitled to an annual tax-free allowance of £2,000 (to the extent that

this tax-free allowance has not already been utilised in respect of other dividends

received by the Shareholder). To the extent that dividend income exceeds the annual

tax free dividend allowance, tax will be imposed at the rates of 8.75 per cent. to the

extent falling within the basic rate, 33.75 per cent. to the extent falling within the higher

rate and 39.35 per cent. to the extent falling within the additional rate.

(c)     Corporate Shareholders

Shareholders who are subject to UK corporation tax will be subject to corporation tax

on Non-PID Dividends paid by the Company, unless the Non-PID Dividends fall within

an exempt class set out in Part 9A of the Corporation Tax Act 2009 and certain other

conditions are met. Whether an exempt class applies and whether the other conditions

are met will depend on the circumstances of the particular Shareholder, although it is

expected that the Non-PID Dividends paid by the Company would normally be exempt.

2.3     UK taxation of PIDs

(a)     General

Subject to certain exceptions summarised below, the Company is required to withhold

income tax at source at the basic rate of income tax (currently 20 per cent.) from its

PIDs (whether paid in cash or in the form of a stock dividend). The Company will provide

Shareholders with a certificate setting out the gross amount of the PID, the amount of

tax withheld, and the net amount of the PID.

(b)     UK taxation of individual Shareholders

Subject to certain exceptions, a PID will generally be treated in the hands of

Shareholders who are individuals as the profits of a single UK property business (as

defined in Section 264 of the Income Tax (Trading and Other Income) Act 2005). A PID

is, together with any PID from any other company to which Part 12 of the CTA 2010

applies, treated as profits of a UK property business which is separate from any other

UK property business carried on by the relevant Shareholder. This means that any

surplus expenses from a Shareholder’s other UK property business cannot be offset
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against a PID as part of a single calculation of the profits of the Shareholder’s UK

property business.

UK individuals may be entitled to a £1,000 property income allowance. Where the

individual’s property income falls below the threshold the individual is entitled to full

relief from income tax on that amount. However, this allowance does not apply to PIDs.

Where UK income tax has been withheld at source, individual Shareholders who are

resident in the UK for tax purposes may, depending on their circumstances, either be

liable to further tax on their PIDs at their applicable marginal rate, or be entitled to

claim repayment of some or all of the tax withheld on their PIDs.

(c)     UK taxation of corporate Shareholders

Subject to certain exceptions, a PID will generally be treated in the hands of

Shareholders who are subject to UK corporation tax as profits of a UK property business

(as defined in Part 4 of the Corporation Tax Act 2009). This means that, subject to the

availability of any exemptions or reliefs, such Shareholders should be liable to UK

corporation tax on the entire amount of their PID. A PID is, together with any PID from

any other company to which Part 12 of the CTA 2010 applies, treated as profits of a UK

property business which is separate from any other UK Property business carried on by

the relevant Shareholder. This means that any surplus expenses from a Shareholder’s

different UK property business cannot be off-set against a PID as part of a single

calculation of the Shareholder’s UK property profits.

Shareholders who are subject to corporation tax will generally be liable to pay

corporation tax on PIDs received. If income tax is withheld at source the tax withheld

can generally be set against their liability to UK corporation tax in the accounting period

in which the PID is received.

(d)     UK taxation of Shareholders who are not resident for tax purposes in the UK

Where a Shareholder who is resident outside the UK receives a PID, the PID will

generally be chargeable to UK tax as profit of a UK property business and this tax will

generally be collected by way of a withholding by the Company.

It is not possible for a Shareholder to make a claim under a relevant double taxation

treaty with the UK for a PID to be paid by the Company gross or at a reduced rate.

However, the Shareholder may be able to claim repayment of any part of the tax

withheld from a PID, depending on the existence and terms of any such double taxation

treaty between the UK and the country in which the Shareholder is resident for tax

purposes.

(e)     Exceptions to requirement to withhold income tax

Shareholders should note that, in certain circumstances, the Company may not be

obliged to withhold UK income tax at source from a PID. These include where the

Company reasonably believes that the person beneficially entitled to the PID is a

company resident for tax purposes in the UK, a company resident for tax purposes

outside the UK with a permanent establishment in the UK which is required to bring the

PID into account in computing its chargeable profits, or certain charities. They also

include where the Company reasonably believes that the PID is paid to the scheme

administrator of a registered pension scheme, or the sub-scheme administrator of

certain pension sub-schemes or the account manager of an ISA, provided the Company

reasonably believes that the PID will be applied for the purposes of the relevant scheme

or account.

In order to pay a PID without withholding tax, the Company will need to be satisfied

that the Shareholder concerned is entitled to that treatment. For that purpose the

Company will require such Shareholders to submit a valid claim form (copies of which

may be obtained on request from the Registrar). Shareholders should note that the

Company may seek recovery from Shareholders if the statements made in their claim

form are incorrect and the Company suffers tax as a result. The Company will, in some
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circumstances, suffer tax if its reasonable belief as to the status of the Shareholder

turns out to have been mistaken.

2.4     UK taxation of chargeable gains

A sale or other disposal of LXi Shares by a Shareholder may give rise to a chargeable gain or

allowable loss for the purposes of UK taxation of chargeable gains, depending on the

Shareholder’s particular circumstances and subject to any available exemption or relief.

It should be noted that legislation introduced in Finance Act 2019 (the “2019 NRCGT Rules”)

means that, since 6 April 2019, a non-resident person disposing of shares in a company that

is “UK property rich” is chargeable to UK capital gains tax (in the case an individual) or UK

corporation tax on chargeable gains (in the case of companies or entities treated as

companies) in respect of that disposal. Where the shares disposed of are shares in a

“collective investment vehicle”, or otherwise have a relevant connection with a collective

investment vehicle, there is no minimum level of shareholding required in order for the

non-resident to fall within the new rules (subject to an exception for certain limited interests

of less than 10 per cent. held by non-UK life assurance companies and by certain widely-held

non-UK collective investment vehicles that are non-UK property rich). The Company is

considered to be “UK property rich” for these purposes and is also a “collective investment

vehicle”. As such, non-resident Shareholders disposing of LXi Shares may, depending on their

circumstances, be required to pay UK tax on any chargeable gain arising on that disposal (or,

if relevant, may realise an allowable loss) under the 2019 NRCGT Rules.

Where a non-resident held LXi Shares on 5 April 2019, it will, for the purpose of calculating

any chargeable gain or allowable loss arising on disposal of those LXi Shares generally be

treated as having a base-cost in those LXi Shares equal to their market value on 5 April 2019.

Where the non-resident’s base cost in its LXi Shares would otherwise have been higher than

their market value as at 5 April 2019, the non-resident Shareholder may be able to elect to

instead use that higher base cost in calculating any chargeable gain on a disposal on or after

6 April 2019 (but this election cannot be used to give rise to or increase an allowable loss).

Shareholders who were already resident in the United Kingdom on 5 April 2019 will not benefit

from any rebasing under the new rules.

A non-resident that makes (or is treated as making) a disposal of LXi Shares will generally be

required to provide a tax return to HM Revenue & Customs and account for any tax due in

respect of any chargeable gain. Depending on the Shareholder’s particular circumstances,

exceptions from the requirement to file a tax return in relation to a disposal of LXi Shares may

apply in certain cases where no tax would be required to be accounted for or where the

disposal has already been accounted for on a tax return.

Non-resident Shareholders should seek independent professional advice as to the

consequences of the 2019 NRCGT rules for them, in particular with regard to their obligations

to file UK tax returns and pay UK tax in relation to disposals of LXi Shares. It should be noted

that non-resident Shareholders may, depending on their circumstances, also be subject to

non-UK tax, in their jurisdiction of tax residence, on disposals of LXi Shares. Non-resident

Shareholders should seek independent professional advice as to whether any relief is available

under applicable double tax treaties or whether any other exemptions or reliefs are available.

UK resident individuals are generally entitled to an annual exemption from capital gains tax.

This is £12,300 for the tax year 2022/2023. This annual exemption will generally also be

available to non-resident individual Shareholders who, as a result of the 2019 NRCGT Rules,

come within the charge to UK capital gains tax on disposals of the LXi Shares.

2.5     UK stamp duty and SDRT

The following comments in relation to UK stamp duty and SDRT apply to Shareholders

wherever they are resident or domiciled. They are intended only as a general guide and do

not address the position of persons such as market makers, brokers, dealers, intermediaries

or persons connected with, or transactions involving, depositary arrangements or clearance

services.
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No UK stamp duty or SDRT should arise on the issue of New LXi Shares pursuant to the

Merger.

Any conveyance or transfer on a sale of LXi Shares will generally be subject to UK stamp duty

at the rate of 0.5 per cent. of the consideration given for the transfer, subject to the availability

of certain exemptions and reliefs. The purchaser normally pays the stamp duty (rounded up

to the nearest £5).

An unconditional agreement to transfer LXi Shares will normally give rise to a charge to SDRT

at the rate of 0.5 per cent. of the amount or value of the consideration payable for the transfer.

If an instrument of transfer is executed pursuant to the agreement and duly stamped within

six years of the date on which the agreement is made (or, if the agreement is conditional, the

date on which the agreement becomes unconditional) any SDRT paid is generally repayable,

generally with interest, and otherwise the SDRT charge is cancelled. SDRT is, in general,

payable by the purchaser.

Paperless transfers of LXi Shares within the CREST system will generally be liable to SDRT,

rather than stamp duty, at the rate of 0.5 per cent. of the amount or value of the consideration

payable. CREST is obliged to collect SDRT on relevant transactions settled within the CREST

system. Deposits of LXi Shares into CREST will not generally be subject to SDRT, unless the

transfer into CREST is itself for consideration.

A market value charge to UK stamp duty applies to transfers of listed securities by a person

(or its nominee) to a connected company (or its nominee), subject to the availability of relief.

A market value charge to SDRT applies to unconditional agreements to transfer listed

securities in the same circumstances unless the SDRT charge is cancelled, as outlined above.

LXi Shares will be listed securities for these purposes if they are admitted to trading on the

Main Market.

2.6     ISAs, SIPPs and SSASs

Individuals wishing to hold their LXi Shares through an ISA, SIPP or SSAS should

contact their professional advisers regarding their eligibility.

Ordinary Shares acquired by a UK resident individual pursuant to the Merger or in the

secondary market should be eligible to be held in an ISA, subject to applicable annual

subscription limits.

Subject to the rules of the particular SIPP or SSAS, the LXi Shares should generally be eligible

for inclusion provided, broadly, that the pension scheme member (or an associated or

connected person) does not occupy or use any residential property held by the Company (or

its REIT Group) and the SIPP or SSAS in question does not hold (directly or indirectly) more

than 10 per cent. of any of the LXi Shares or the Company’s voting rights or rights to income

or amounts on a distribution or rights to the assets on a winding up.

3.      Description of the REIT Provisions included in the Articles

3.1     Introduction

The Articles contain provisions designed to enable the Company to demonstrate to HMRC that

it has taken “reasonable steps” to avoid paying a dividend (or making any other distribution)

to any Substantial Shareholder.

If a distribution is paid to a Substantial Shareholder and the Company has not taken

reasonable steps to avoid doing so, the Company would become subject to a UK corporation

tax charge.

The Articles contain special articles for this purpose (the “Special Articles”). The text of the

Special Articles is set out in paragraph 3 of this Part 8.

The Special Articles:

(a)     provide Directors with powers to identify its Substantial Shareholders (if any);
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(b)     prohibit the payment of dividends on LXi Shares that form part of a Substantial

Shareholding, unless certain conditions are met;

(c)     allow dividends to be paid on LXi Shares that form part of a Substantial Shareholding

where the Shareholder has disposed of its rights to dividends on its LXi Shares; and

(d)     seek to ensure that if a dividend is paid on LXi Shares that form part of a Substantial

Shareholding and arrangements of the kind referred to in the preceding paragraph are

not met, the Substantial Shareholder concerned does not become beneficially entitled

to that dividend.

The effect of the Special Articles is explained in more detail below.

3.2     Identification of Substantial Shareholders

The share register of the Company records the legal owner and the number of LXi Shares they

own but does not identify the persons who are beneficial owners of the LXi Shares or are

entitled to control the voting rights attached to the LXi Shares or are beneficially entitled to

dividends. While the requirements for the notification of interests in shares provided in Part VI

of the Companies Act and the Board’s rights to require disclosure of such interests (pursuant

to Part 22 of the Companies Act and Article 180 of the Articles) should assist in the

identification of Substantial Shareholders, those provisions are not on their own sufficient.

Accordingly, the Special Articles require a Substantial Shareholder and any registered

Shareholder holding LXi Shares on behalf of a Substantial Shareholder to notify the Company

if his LXi Shares form part of a Substantial Shareholding. Such a notice must be given within

two business days. The Special Articles give the Board the right to require any person to

provide information in relation to any LXi Shares in order to determine whether the LXi Shares

form part of a Substantial Shareholding. If the required information is not provided within the

time specified (which is seven days after a request is made or such other period as the Board

may decide), the Board is entitled to impose sanctions, including withholding dividends (as

described in paragraph 2.3 below) and/or requiring the transfer of the LXi Shares to another

person who is not, and does not thereby become, a Substantial Shareholder (as described in

paragraph 2.6 below).

3.3     Preventing payment of a dividend to a Substantial Shareholder

The Special Articles provide that a dividend will not be paid on any LXi Shares that the Board

believes may form part of a Substantial Shareholding unless the Board is satisfied that the

Substantial Shareholder is not beneficially entitled to the dividend.

If in these circumstances payment of a dividend is withheld, the dividend will be paid

subsequently if the Board is satisfied that:

•        the Substantial Shareholder concerned is not beneficially entitled to the dividends (see

also paragraph 2.4 below);

•        the shareholding is not part of a Substantial Shareholding;

•        all or some of the LXi Shares and the right to the dividend have been transferred to a

person who is not, and does not thereby become, a Substantial Shareholder (in which

case the dividends will be paid to the transferee); or

•        sufficient LXi Shares have been transferred (together with the right to the dividends)

such that the LXi Shares retained are no longer part of a Substantial Shareholding (in

which case the dividends will be paid on the retained LXi Shares).

For this purpose references to the “transfer” of a LXi Share include the disposal (by any

means) of beneficial ownership of, control of voting rights in respect of and beneficial

entitlement to dividends in respect of, that LXi Share.
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3.4     Payment of a dividend where rights to it have been transferred

The Special Articles provide that dividends may be paid on LXi Shares that form part of a

Substantial Shareholding if the Board is satisfied that the right to the dividend has been

transferred to a person who is not, and does not thereby become, a Substantial Shareholder

and the Board may be satisfied that the right to the dividend has been transferred if it receives

a certificate containing appropriate confirmations and assurances from the Substantial

Shareholder. Such a certificate may apply to a particular dividend or to all future dividends in

respect of LXi Shares forming part of a specified Substantial Shareholding, until notice

rescinding the certificate is received by the Company. A certificate that deals with future

dividends will include undertakings by the person providing the certificate:

•        to ensure that the entitlement to future dividends will be disposed of; and

•        to inform the Company immediately of any circumstances which would render the

certificate no longer accurate.

The Directors may require that any such certificate is copied or provided to such persons as

they may determine, including HMRC.

If the Board believes a certificate given in these circumstances is or has become inaccurate,

then it will be able to withhold payment of future dividends (as described above). In addition,

the Board may require a Substantial Shareholder to pay to the Company the amount of any

tax payable (and other costs incurred) as a result of a dividend having been paid to a

Substantial Shareholder in reliance on the inaccurate certificate. The Board may require a sale

of the relevant LXi Shares and retain the amount claimed from the proceeds.

Certificates provided in the circumstances described above will be of considerable importance

to the Company in determining whether dividends can be paid. If the Company suffers loss as

a result of any misrepresentation or breach of undertaking given in such a certificate, it may

seek to recover damages directly from the person who has provided it. Any such tax may also

be recovered out of dividends to which the Substantial Shareholder concerned may become

entitled in the future.

The effect of these provisions is that there is no restriction on a person becoming or remaining

a Substantial Shareholder provided that the person who does so makes appropriate

arrangements to divest itself of the entitlement to dividends.

3.5     Trust arrangements where rights to dividends have not been disposed of by a

Substantial Shareholder

The Special Articles provide that if a dividend is in fact paid on LXi Shares forming part of a

Substantial Shareholding (which might occur, for example, if a Substantial Shareholding is

split among a number of nominees and is not notified to the Company prior to a dividend

payment date) the dividends so paid are to be held on trust by the recipient for any person

(who is not a Substantial Shareholder) nominated by the Substantial Shareholder concerned.

The person nominated as the beneficiary could be the purchaser of the LXi Shares if the

Substantial Shareholder is in the process of selling down their holding so as not to cause the

Company to breach the Substantial Shareholder rule. If the Substantial Shareholder does not

nominate anyone within 12 years, the dividend concerned will be held on trust for the

Company or such charity as the Board may nominate.

If the recipient of the dividend passes it on to another without being aware that the LXi Shares

in respect of which the dividend was paid were part of a Substantial Shareholding, the

recipient will have no liability as a result. However, the Substantial Shareholder who receives

the dividend should do so subject to the terms of the trust and as a result may not claim to

be beneficially entitled to those dividends.
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3.6     Mandatory sale of Substantial Shareholdings

The Special Articles also allow the Board to require the disposal of LXi Shares forming part of

a Substantial Shareholding if:

• a Substantial Shareholder has been identified and a dividend has been announced or

declared and the Board has not been satisfied that the Substantial Shareholder has

transferred the right to the dividend (or otherwise is not beneficially entitled to it);

• there has been a failure to provide information requested by the Board; or

• any information provided by any person proves materially inaccurate or misleading.

In these circumstances, if the Company incurs a charge to tax as a result of one of these

events, the Board may, instead of requiring the Shareholder to dispose of the LXi Shares,

arrange for the sale of the relevant LXi Shares and for the Company to retain from the sale

proceeds an amount equal to any tax so payable.

3.7     Takeovers

The Special Articles do not prevent a person from acquiring control of the Company through

a takeover or otherwise, although as explained above, such an event may cause the Company

to cease to qualify as a REIT.

3.8     Other

The Special Articles also give the Company power to require any Shareholder who applies to

be paid dividends without any tax withheld to provide such certificate as the Board may

require to establish the Shareholder’s entitlement to that treatment.

The Special Articles may be amended by special resolution passed by the Shareholders in the

future, including to give powers to the Directors to ensure that the Company can comply with

the close company condition described in this Part 8, which powers may include the ability to

arrange for the sale of LXi Shares on behalf of Shareholders.

4. The Special Articles

“Real Estate Investment Trust

179   Cardinal principle

(1) It is a cardinal principle that, for so long as the Company qualifies as a REIT or is the

principal company of a group REIT for the purposes of Part 12 of the CTA 2010, it should

not be liable to pay tax under Section 551 of the CTA 2010 on or in connection with the

making of a Distribution.

(2) Articles 180 to 184 support such cardinal principle by, among other things, imposing

restrictions and obligations on the members and, indirectly, certain other persons who

may have an interest in the Company, and shall be construed accordingly so as to give

effect to such cardinal principle. References in Articles 179 to 184 to any provision of

CTA 2010 or other legislation relating to tax (including any such references contained

relevant terms defined for the purposes of these Articles) are to such provisions or other

legislation as the same may be modified, amended, supplemented or replaced from

time to time.

180   Notification of Substantial Shareholder and other status

(1) Each member and any other relevant person shall serve notice in writing on the

Company at the Office on:

(a) his becoming a Substantial Shareholder (together with the percentage of voting

rights, share capital or dividends he controls or is beneficially entitled to, details

of the identity of the member(s) who hold(s) the relevant Substantial

Shareholding and such other information, certificates or declarations as the
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Directors may require from time to time, such other information, certificates or

declarations to be provided promptly following a request therefor);

(b) his becoming a Relevant Registered Shareholder (together with such details of the

relevant Substantial Shareholder and such other information, certificates or

declarations as the Directors may require from time to time, such other

information, certificates or declarations to be provided promptly following a

request therefor); and

(c) any change to the particulars contained in any such notice (or in such other

information, certificates or declarations), including on the relevant person ceasing

to be a Substantial Shareholder or a Relevant Registered Shareholder.

Any such notice shall be delivered by the end of the second Business Day after the day

on which the person becomes a Substantial Shareholder or a Relevant Registered

Shareholder or the change in relevant particulars or within such shorter or longer period

as the Directors may specify from time to time.

(2) The Directors may at any time give notice in writing to any person requiring him, within

such period as may be specified in the notice (being seven days from the date of service

of the notice or such shorter or longer period as the Directors may specify in the notice),

to deliver to the Company at the Office such information, certificates and declarations

as the Directors may require to establish whether or not he is a Substantial Shareholder

or a Relevant Registered Shareholder or to comply with any Reporting Obligation. Each

such person shall deliver such information, certificates and declarations within the

period specified in such notice.

181   Distributions in respect of substantial shareholdings

(1) In respect of any Distribution, the Directors may, if the Directors determine that the

condition set out in Article 181(2) is satisfied in relation to any shares in the Company,

withhold payment of such Distribution on or in respect of such shares. Any Distribution

so withheld shall be paid as provided in Article 181(3) and until such payment the

persons who would otherwise be entitled to the Distribution shall have no right to the

Distribution or its payment.

(2) The condition referred to in Article 181(1) is that, in relation to any shares in the

Company and any Distribution to be paid or made on and in respect of such shares:

(a) the Directors believe that such shares comprise all or part of a Substantial

Shareholding of a Substantial Shareholder; and

(b) the Directors are not satisfied that such Substantial Shareholder would not be

beneficially entitled to the Distribution if it was paid, and, for the avoidance of

doubt, if the shares comprise all or part of a Substantial Shareholding in respect

of more than one Substantial Shareholder this condition is not satisfied unless it

is satisfied in respect of all such Substantial Shareholders.

(3) If a Distribution has been withheld on or in respect of any shares in the Company in

accordance with Article 181(1) it shall be paid as follows:

(a) if it is established to the satisfaction of the Directors that the condition in

Article 181(2) is not satisfied in relation to such shares, in which case the whole

amount of the Distribution withheld shall be paid; and

(b) if the Directors are satisfied that sufficient interests in all or some of the shares

concerned, including the rights to the Distribution attributable to such shares,

have been transferred to a third party so that such transferred shares no longer

form part of the Substantial Shareholding, in which case the Distribution

attributable to such shares shall be paid (provided the Directors are satisfied that

following such transfer such shares concerned do not form part of a Substantial

Shareholding); and
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(c)     if the Directors are satisfied that as a result of a transfer of interests in shares

referred to in Article 181(3)(b) above the remaining shares no longer form part

of a Substantial Shareholding, in which case the Distribution attributable to such

shares shall be paid.

In this Article 181, references to the “transfer” of a share include the disposal (by any

means) of beneficial ownership of, control of voting rights in respect of and beneficial

entitlement to dividends in respect of, that share.

(4)     A Substantial Shareholder may satisfy the Directors that he is not beneficially entitled

to a Distribution by providing a Distribution Transfer Certificate. The Directors shall be

entitled to (but shall not be bound to) accept a Distribution Transfer Certificate as

evidence of the matters therein stated and the Directors shall be entitled to require such

other information, certifications or declarations as they think fit.

(5)     The Directors may withhold payment of a Distribution on or in respect of any shares in

the Company if any notice given by the Directors pursuant to Article 181(2) in relation

to such shares shall not have been complied with to the satisfaction of the Directors

within the period specified in such notice. Any Distribution so withheld will be paid when

the notice is complied with to the satisfaction of the Directors unless the Directors

withhold payment pursuant to Article 181(1) and until such payment the persons who

would otherwise be entitled to the Distribution shall have no right to the Distribution or

its payment.

(6)     If the Directors decide that payment of a Distribution should be withheld under Article

181(1) or Article 181(5), they shall within seven Business Days give notice in writing of

that decision to the Relevant Registered Shareholder.

(7)     If any Distribution shall be paid on or in respect of a Substantial Shareholding and an

Excess Charge becomes payable, the Substantial Shareholder shall indemnify the

Company against and on demand pay to the Company an amount (calculated on an

after-tax basis) equal to the amount of such Excess Charge and all costs and expenses

incurred by the Company in connection with the recovery of such amount to the

Company. Without prejudice to the right of the Company to claim such amount from the

Substantial Shareholder, such recovery may be made out of the proceeds of any

disposal pursuant to Article 183(2) or out of any subsequent Distribution in respect of

the shares to such person or to the members of all shares in relation to or by virtue of

which the Directors believe that person has an interest in the Company (whether that

person is at that time a Substantial Shareholder or not).

182   Distribution trust

(1)     If a Distribution is paid on or in respect of a Substantial Shareholding (except where the

Distribution is paid in circumstances where the Substantial Shareholder is not otherwise

beneficially entitled to the Distribution or the Directors have determined that they are

satisfied that no Excess Charge will arise in connection with payment thereof), the

Distribution and any income arising from it shall be held by the payee or other recipient

to whom the Distribution or right to it is transferred by the payee on trust absolutely

for the persons nominated by the relevant Substantial Shareholder under Article 182(2)

in such proportions as the relevant Substantial Shareholder shall in the nomination

direct, or subject to and in default of such nomination being validly made within 12

years after the date the Distribution is made, for the Company or for such charity as

may be nominated by the Directors from time to time.

(2)     The relevant Substantial Shareholder of shares in the Company on or in respect of which

a Distribution is paid shall be entitled to nominate in writing any two or more persons

(not being Substantial Shareholders) to be the beneficiaries of the trust on which the

Distribution is held under Article 182(1) and the Substantial Shareholder may in any

such nomination state the proportions in which the Distribution is to be held on trust for

the nominated persons, failing which the Distribution shall be held on trust for the

nominated persons in equal proportions. No person may be nominated under this Article
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182(2) who is or would, on becoming a beneficiary in accordance with the nomination,

become a Substantial Shareholder. If the Substantial Shareholder making the

nomination is not by virtue of Article 182(1) the trustee of the trust, the nomination

shall not take effect until it is delivered to the person who is the trustee.

(3)     Any income arising from a Distribution which is held on trust under Article 182(1) shall

until the earlier of (i) the making of a valid nomination under Article 182(2) and (ii) the

expiry of the period of 12 years from the date when the Distribution is paid be

accumulated as an accretion to the Distribution. Income shall be treated as arising when

payable, so that no apportionment shall take place. The Company shall be entitled to

deduct and pay to HMRC any tax due on the income arising for which it or any member

of the LXi Group is liable to account.

(4)     No person who by virtue of Article 182(1) holds a Distribution on trust shall be under

any obligation to invest the Distribution or to deposit it in an interest-bearing account.

(5)     No person who by virtue of Article 182(1) holds a Distribution on trust shall be liable for

any breach of trust unless due to his own wilful fraud or wrongdoing or, in the case of

an incorporated person, the fraud or wilful wrongdoing of its directors, officers or

employees.

183   Obligation to dispose

(1)     If at any time, the Directors believe that:

(a)     in respect of any Distribution declared or announced, the condition set out in

Article 181(2) is satisfied in respect of any shares in the Company in relation to

that Distribution; or

(b)     a notice given by the Directors pursuant to Article 180(2) in relation to any shares

in the Company has not been complied with to the satisfaction of the Directors

within the period specified in such notice; or

(c)     any information, certificate or declaration provided by a person in relation to any

shares in the Company for the purposes of this Article 183(1) was materially

inaccurate or misleading,

the Directors may give notice in writing (a “Disposal Notice”) to any persons they

believe are Relevant Registered Shareholders in respect of the relevant shares requiring

such Relevant Registered Shareholders within 21 days of the date of service of the

notice (or such longer or shorter time as the Directors consider to be appropriate in the

circumstances) to dispose of such number of shares the Directors may in such notice

specify or to take such other steps as will cause the condition set out in Article 181(2)

no longer to be satisfied. The Directors may, if they think fit, withdraw a Disposal Notice.

(2)     If:

(a)     the requirements of a Disposal Notice are not complied with to the satisfaction of

the Directors within the period specified in the relevant notice and the relevant

Disposal Notice is not withdrawn; or

(b)     a Distribution is paid on a Substantial Shareholding and an Excess Charge

becomes payable,

the Directors may arrange for the Company to sell all or some of the shares to which

the Disposal Notice relates or, as the case may be, that form part of the Substantial

Shareholding concerned. For this purpose, the Directors may make such arrangements

as they deem appropriate. In particular, without limitation, they may authorise any

officer or employee of the Company to execute any transfer or other document on

behalf of the holder or holders of the relevant share and, in the case of a share in

uncertificated form, may make such arrangements as they think fit on behalf of the

relevant holder or holders to transfer title to the relevant share through a

relevant system.
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(3)     Any sale pursuant to Article 183(2) above shall be at the price which the Directors

consider is the best price reasonably obtainable and the Directors shall not be liable to

the holder or holders of the relevant share for any alleged deficiency in the amount of

the sale proceeds or any other matter relating to the sale.

(4)     The net proceeds of the sale of any share under Article 183(2) (less any amount to be

retained pursuant to Article 181(5) and the expenses of sale) shall be paid over by the

Company to the former holder or holders of the relevant share upon surrender of any

certificate or other evidence of title relating to it, without interest. The receipt of the

Company shall be a good discharge for the purchase money.

(5)     The title of any transferee of shares shall not be affected by an irregularity or invalidity

of any actions purportedly taken pursuant to this Article 183.

184   General

(1)     The Directors shall be entitled to presume without enquiry, unless any Director has

reason to believe otherwise, that a person is not a Substantial Shareholder or a

Relevant Registered Shareholder.

(2)     The Directors shall not be required to give any reasons for any decision or determination

(including any decision or determination not to take action in respect of a particular

person) pursuant to Articles 179 to 184 and any such determination or decision shall be

at the absolute discretion of the Directors and shall be final and binding on all persons

unless and until it is revoked or changed by the Directors. Any disposal or transfer made

or other thing done by or on behalf of the Board or any Director pursuant to Articles

179 to 184 shall be binding on all persons and shall not be open to challenge on any

ground whatsoever.

(3)     Without limiting their liability to the Company, the Directors shall be under no liability

to any other person, and the Company shall be under no liability to any member or any

other person, for identifying or failing to identify any person as a Substantial

Shareholder or a Relevant Registered Shareholder.

(4)     The Directors shall not be obliged to serve any notice required under Articles 179 to 184

upon any person if they do not know either his identity or his address. The absence of

service of such a notice in such circumstances or any accidental error in or failure to

give any notice to any person upon whom notice is required to be served under Articles

179 to 184 shall not prevent the implementation of or invalidate any procedure under

Articles 179 to 184.

(5)     The provisions of Articles 152 to 158 shall apply to the service upon any person of any

notice required by Articles 179 to 184. Any notice required by Articles 179 to 184 to be

served upon a person who is not a member or upon a person who is a member but

whose address is not within the United Kingdom shall be deemed validly served if such

notice is sent through the post in a pre-paid cover addressed to that person or member

at the address if any, at which the Directors believe him to be resident or carrying on

business or, in the case of a holder of depositary receipts or similar securities, to the

address, if any, in the register of holders of the relevant securities. Service shall, in such

a case be deemed to be effected on the day of posting and it shall be sufficient proof of

service if that notice was properly addressed, stamped and posted.

(6)     Any notice required or permitted to be given pursuant to Articles 179 to 184 may relate

to more than one share and shall specify the share or shares to which it relates.

(7)     The Directors may require from time to time any person who is or claims to be a person

to whom a Distribution may be paid without deduction of tax under Regulation 7 of the

Real Estate Investment Trusts (Assessment and Recovery of Tax) Regulations 2006 to

provide such certificates or declarations as they may require from time to time.

(8)     Any of Articles 179 to 184 may be amended by special resolution from time to time,

including to give powers to the Directors to take such steps as they may require in order
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to ensure that the Company can satisfy Condition D of Section 528 of the CTA 2010

which relates to close company status, which powers may include the ability to arrange

for the sale of shares on behalf of members.

(9)     Where any certificate or declaration may be or is required to be provided by any person

(including, without limitation, a Distribution Transfer Certificate) pursuant to any of

Articles 179 to 184, such certificate or declaration may be required by the Directors

(without limitation):

(a)     to be addressed to the Company, the Directors or such other persons as the

Directors may determine (including HMRC);

(b)     to include such information as the Directors consider is required for the Company

to comply with any Reporting Obligation;

(c)     to contain such legally binding representations and obligations as the Directors

may determine;

(d)     to include an undertaking to notify the Company if the information in the

certificate or declaration becomes incorrect, including prior to such change;

(e)     to be copied or provided to such persons as the Directors may determine

(including HMRC); and

(f)     to be executed in such form (including as a deed or deed poll) as the Directors

may determine.

The provisions of Articles 179 to 184 shall apply notwithstanding any provisions to the

contrary in any other Article (including, without limitation, Articles 139 to 151).”
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Part 9

Additional information

1.      Additional information on LXi, the AIFM and the Investment Advisor                         

1.1    The Company was incorporated in England and Wales on 21 December 2016 as a public limited

company under the Companies Act with registered number 10535081. The Company’s Legal

Entity Identifier is 2138008YZGXOKAXQVI45. The Company is registered as an investment

company under section 833 of the Companies Act and has received a certificate under

section 761 of the Companies Act entitling it to commence business and to exercise its

borrowing powers. The Company is domiciled in England and Wales and has no employees.

The Company has an indefinite life.

1.2    The principal place of business and registered office of the Company is 6th Floor, 125 London

Wall, London, EC2Y 5AS and its telephone number is +44 (0) 20 3327 9720. The Company’s

website address is www.LXiREIT.com. Information on the Company’s website does not form

part of the Prospectus unless that information is incorporated by reference into the

Prospectus.

1.3    The principal legislation under which the Company operates is the Companies Act. The

Company is not regulated as a collective investment scheme by the FCA. However, as a

Company with its shares admitted to the premium listing segment of the Official List and to

trading on the premium segment of the Main Market, the Company is subject to the Listing

Rules, the UK Prospectus Regulation, the Prospectus Regulation Rules, the UK Market Abuse

Regulation, the Disclosure Guidance and Transparency Rules and to the rules of the London

Stock Exchange.

1.4    The AIFM, Alvarium Fund Managers (UK) Limited, is a private limited company incorporated

in England and Wales on 18 December 2015 under the Companies Act with company number

09921853. The AIFM is an authorised investment manager subject to regulation by the FCA

(firm registration number 751355). The address of the registered office of the AIFM is 10 Old

Burlington Street, London W1S 3AG, its telephone number is +44 (0) 20 7195 1400 and its

Legal Entity Identifier is 213800V3RGPKFF69EW93.

1.5    The Investment Advisor, LXi REIT Advisors Limited, is a limited liability company incorporated

in England and Wales on 22 December 2016 under the Companies Act with company number

10537567. The address of the registered office of the Investment Advisor is 10 Old Burlington

Street, London W1S 3AG and its telephone number is +44(0)20 7195 1400.

2.      Share capital of LXi                                                                                                          

2.1    As at the date of this document, the Company’s issued share capital, all of which is fully paid,

is 911,569,741 LXi Shares. No LXi Shares are held in treasury.

2.2    The Company has convened the LXi General Meeting at which the Directors are seeking

authority from Shareholders to, inter alia, issue up to 1,074,817,168 New LXi Shares to SIR

Shareholders pursuant to the Merger. Details of the Merger Resolution are set out in the Notice

of General Meeting in Part 11 of this document.

2.3    Subject to the Merger becoming effective, up to 1,074,817,168 New LXi Shares will be issued.

Assuming that the maximum number of LXi Shares are issued to SIR Shareholders, this will

result in the Company’s issued share capital increasing by approximately 118 per cent. If the

Merger becomes effective, LXi Shareholders, who are not also shareholders in SIR, will suffer

an immediate dilution as a result of the Merger. Assuming that the maximum number of New

LXi Shares are issued to SIR Shareholders, each LXi Shareholder will suffer a maximum

dilution of approximately 54 per cent. to their ownership and voting interests in the Company

and the New LXi Shares will represent approximately 54 per cent. of the Enlarged Share

Capital.
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2.4    All of the New LXi Shares to be issued pursuant to the Merger will be in registered form and

will be eligible for settlement in CREST. Temporary documents of title will not be issued.

2.5    At the 2021 AGM, the Company was given authority to issue up to 62,182,761 LXi Shares on

a non-pre-emptive basis until the conclusion of the Company’s next annual general meeting

in 2022. As at the date of this document, 35,715,862 LXi Shares have been issued pursuant

to this authority. At the 2021 AGM, Shareholders also gave the Board authority to buy back

up to 93,211,959 LXi Shares, such authority to expire at the conclusion of the annual general

meeting of the Company in 2022 or, if earlier, on the expiry of 15 months from the passing of

the resolution.

2.6    The Company had not issued any convertible securities, exchangeable securities or securities

with warrants; no share or loan capital of the Company is under option or has been agreed,

conditionally or unconditionally, to be put under option; and (save in connection with the

Merger, as described in Part 1 of this document) the Company had not granted or assumed

any acquisition rights or obligations over authorised but unissued share capital or given any

undertaking to increase the share capital.

2.7    There are no restrictions on the free transferability of the LXi Shares under the Articles.        

3.      Major Shareholder interests in LXi                                                                                  

3.1    So far as is known to the Company, as at the Latest Practicable Date, each of the following

persons held, directly or indirectly, a percentage of the Company’s voting rights that is

notifiable pursuant to the Disclosure Guidance and Transparency Rules. The table below sets

out: (i) the number of Existing LXi Shares held by each such person at the Latest Practicable

Date; (ii) the percentage of ordinary share capital that holding represents at the Latest

Practicable Date; and (iii) the percentage of the Enlarged Share Capital that holding is

expected to represent immediately following completion of the Merger:

                                                                                                        % of                 % of 

                                                                                      Number of             existing           Enlarged

                                                                                    Existing LXi            ordinary                Share

Name                                                                           Shares held     share capital               Capital*

Ameriprise Financial Inc.**                                 45,484,246                 5.0                 2.3

* Assuming that the interest of the relevant Shareholder as at the Latest Practicable Date does not change, the

maximum number of New LXi Shares (being 1,074,817,168) are issued pursuant to the Merger and not taking into

account any holdings of SIR Shares.

** Includes 901,400 LXi Shares held via CFD position.

3.2    As at the Latest Practicable Date, save as set out in this paragraph 3, the Company is not

aware of any persons who have a notifiable interest under English law in the Company’s capital

or voting rights.

3.3    All Shareholders have the same voting rights in respect of the share capital of the Company.

3.4    As at the Latest Practicable Date, the Company, the Directors and the Proposed Directors are

not aware of any other person who, directly or indirectly, jointly or severally, exercises or could

exercise control over the Company.

3.5    The Company, the Directors and the Proposed Directors are not aware of any arrangements,

the operation of which may at a subsequent date result in a change in control of the Company.

4.      Interests of Directors and Proposed Directors in LXi                                                    

4.1    The table below sets out: (i) the number of Existing LXi Shares held by each Director and

Proposed Director at the Latest Practicable Date; (ii) the percentage of ordinary share capital

that holding represents at the Latest Practicable Date; (iii) the number of New LXi Shares

expected to be held by each Director and Proposed Director immediately following completion

of the Merger (assuming that 1,074,817,168 New LXi Shares are issued pursuant to the

Merger); and (iv) the percentage of the Enlarged Share Capital that holding is expected to

represent:
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                                                    Number of      % of issued         Number of                  % of 

                                                          Existing LXi            ordinary             New LXi            Enlarged

Director                                                     Shares     share capital               Shares    Share Capital

Cyrus Ardalan                                  206,000              0.023                    –              0.010

Hugh Seaborn                                            –                    –                    –              0.000

Jan Etherden                                      77,274              0.008                    –              0.004

John Cartwright                                  66,687              0.007                    –              0.003

Patricia Dimond                                  39,520              0.004                    –              0.002

Ismat Levin                                       14,084              0.001                    –              0.001

Nick Leslau                                                –                    –     60,840,024              3.063

Sandy Gumm                                             –                    –          638,764              0.032

Notes:

(i) Nick Leslau holds his shares via a wholly owned company and an entity in which he holds a c. 95 per cent. indirect

interest. Certain other Prestbury group employees hold the residual minority interest in such entity.

(ii) Table does not include shares held by Prestbury Incentives Limited. Nick Leslau and Sandy Gumm are shareholders

and directors of the immediate parent undertaking of Prestbury Incentives Limited. Certain other individuals also

hold shares in Prestbury Incentives Limited.

4.2    Save as disclosed in this paragraph 4, no Director or Proposed Director has any interest,

whether beneficial or non-beneficial, in the share or loan capital of the Company as at the

Latest Practicable Date.

4.3    Save as disclosed in this document in connection with the Merger, none of the Directors or

Proposed Directors has, or has had, an interest in any transaction which is or was unusual in

its nature or conditions or significant to the business of the Company or that has been effected

by the Company since its incorporation.

4.4    The Company has not made any loans to the Directors or the Proposed Directors which are

outstanding, nor has it ever provided any guarantees for the benefit of any Director or

Proposed Director, or the Directors or Proposed Directors collectively.

4.5     Over the five years preceding the date of this document, the Directors and the Proposed Directors

hold or have held the following directorships (apart from their directorships of the Company) or

memberships of administrative, management or supervisory bodies and/or partnerships:

Name                      Current Previous

    CAF Charity Aid Foundation

CAF Financial Solutions Limited

CAF Nominees Limited

Coalition for Epidemic Preparedness

Innovation

Humanitarian Finance Forum

Oaknorth Bank PLC

Citigroup Global Markets Limited

International Finance Facility for

Immunisation Company

Cyrus Ardalan
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Name                      Current Previous

   

   

   

115 Sloane Street Hotel Limited

7 Redburn Street Limited

Cadogan Developments Limited

Cadogan Estates Limited

Cadogan Estates Management

Limited

Cadogan Estates Property

Investments Limited

Cadogan Group Holdings Limited

Cadogan Group Limited

Cadogan Group Management

Limited

Cadogan Hall Limited

Cadogan Holdings Limited

Cadogan Hotel Partners Limited

Cadogan Hotels Group Limited

Cadogan Income Properties Limited

Chelsea Land Developments

Limited

Chelsea Land Limited

Clarktown Limited

Frederick Court Limited

Harmsworth House Developments

Limited

Hugo House Limited

Leda Hotels Limited

Lockfold Communications Limited

Sableknight Fleet Limited

Sableknight Fleet North Limited

Sableknight Fleet South Limited

Sableknight Limited

Sloane Court East Garden Limited

Sloane Gardens Hotel Limited

Sloane Rewards Limited

West Central Bids Limited

15 Redburn Street Limited

Cadogan Estates Residential

Holdings Limited (Dissolved)22

Cadogan Estates Residential

Investments Limited (Dissolved)23

Couture Hotels Limited

(Dissolved)24

Number Eleven Limited

(Dissolved)25

The Cadogan Debenture Company

Limited (Dissolved)26

TR Property Investment Trust PLC

Trust Union Finance (1991) Plc

Trustco Finance Limited

(Dissolved)27

Hugh Seaborn

Miton UK MicroCap Trust plc Hotel Income REIT Plc

LXi Property Holdings 1 Limited

TwentyFour Income Fund Ltd

Jan Etherden

Calvi Capital Limited

Investment Committee of Lothbury

Property Trust

Oaklands (Chislehurst)

Management Limited

South Barracks Management

Company Limited

LXi Property Holdings 1 Limited

The Association of Real Estate

Funds

John Cartwright
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22   Dissolved by members' voluntary liquidation on 4 April 2019.

23   Dissolved by members' voluntary liquidation on 5 April 2019.

24   Dissolved by voluntary strike-off on 5 February 2019.

25   Dissolved by voluntary strike-off on 5 February 2019.

26   Dissolved by voluntary strike-off on 5 February 2019.

27   Dissolved by voluntary strike-off on 12 September 2017.



Name                      Current Previous

   

   

   

Aberforth Smaller Companies Trust

plc

English National Opera

Foresight VCT plc

Hilton Food Group plc

National Academy for Social

Prescribing

Withclarity Limited

–Patricia Dimond

Beijing NDS Information

Technology Co., Limited

Linden 29 Management Limited

St. John of Jerusalem Eye Hospital

St. John of Jerusalem Eye Hospital

Group

Synamedia Americas Holdings, Inc.

Synamedia Americas LLC

Synamedia Asia Private Limited

Synamedia Canada ULC

Synamedia Holdings Limited

Synamedia India Private Limited

Synamedia Limited

DIGI-Media Vision Limited

(Dissolved)28

NDS Finance Limited

NDS Holdings (Europe) Limited

(Dissolved)29

NDS Holdings B.V.

News Datacom Limited

(Dissolved)30

Ismat Levin

Synamedia MCS (Guernsey)

Limited

Synamedia No. 1. LLC

Synamedia No. 2. LLC

Synamedia Technologies Israel

Limited

Synamedia Technologies France

SAS

Synamedia Vividtec Canada ULC

Synamedia Vividtec Europe BVBA

Synamedia Vividtec Holdings

(Guernsey) Limited

Synamedia Vividtec Holdings, Inc.

TRISO Video India Private Limited

Triton UK Midco Limited
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28   Ismat Levin retired as a Director of DIGI-Media Vision Limited on 9 June 2018. The company was dissolved by voluntary

strike-off on 29 September 2020.

29   Dissolved by members' voluntary liquidation on 26 July 2017.

30   Ismat Levin retired as a Director of News Datacom Limited on 9 June 2018. The company was dissolved by voluntary strike-

off on 29 September 2020.



   18 Cavendish Square Limited

Charcoal Bidco Limited

Charcoal Midco 2 Limited

Holetown Group Limited

Lesray Holdings Limited

Maidestone Proerty Limited Liability

Partnership 

New Prestbury Limited

Padel Central Limited

PIHL Equity Administration Limited

PIHL Equity Assessments Limited

PIHL Equity Holdings Limited

PIHL Equity Limited Liability

Partnerships

PIHL One Limited

PIHL Property Holdings Limited

PIHL Property Limited Liability

Partnership

PIHL Services Limited

Prestbury (Stukeley Road) Ltd

Prestbury 1 Feasibility Limited

Prestbury 1 Nominee Lmited

Prestbury General Partner Limited

BM HoldCo Limited31

Lesray LLP32

MPG Feeder Limited33

MPT Ashtead Limited

MPT Downs Limited

MPT Euxton Limited

MPT MT Stuart Limited

MPT Reading Limited

MPT Renacres Limited

MPT Rowley Limited

MPT Winfield Limited

Muddy Boots Real Foods Ltd34

P1 Bars GP Limited35

P1 Bars Limited36

P1 Bars PropCo 2 Limited37

P1 Cornhill Limited38

P1 Dover Limited39

P1 Duke Street Limited40

P1 Golden Limited41

p1 Hedge End Limited42

P1 Hedge End SubCo Limited43

P1 Kensington Limited44

P1 Newman Limited45

Nick Leslau
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31   Entered into members' voluntary liquidation on 25 March 2021.

32   Dissolved via voluntary strike-off on 26 March 2019.

33   Dissolved by members' voluntary liquidation on 24 July 2018.

34   Dissolved by creditor's voluntary liquidation on 1 May 2019.

35   Dissolved by creditor's voluntary liquidation on 10 May 2021.

36   Dissolved by creditor's voluntary liquidation on 10 May 2021.

37   Dissolved by creditor's voluntary liquidation on 11 June 2021.

38   Dissolved by members' voluntary liquidation on 20 June 2018.

39   Dissolved by members' voluntary liquidation on 20 June 2018.

40   Dissolved by members' voluntary liquidation on 20 June 2018.

41   Dissolved by members' voluntary liquidation on 20 June 2018.

42   Dissolved by members' voluntary liquidation on 20 June 2018.

43   Dissolved by members' voluntary liquidation on 20 June 2018.

44   Dissolved by members' voluntary liquidation on 20 June 2018.

45   Dissolved by members' voluntary liquidation on 20 June 2018.



Name                      Current Previous

   Prestbury Incentives Limited

Prestbury Investment Holdings

Limited

Prestbury Investment Partners

Limited

Prestbury Investments LLP

Prestbury Management Holdings

Limited

Prestbury Nominees Limited

Prestbury SIR 1 Limited

Prestbury SIR 2 Limited

Prestbury SIR 3 Limited

Prestbury Two Limited Liability

Partnership

Pumpkin General Partner Limited

Pumpkin Investments Ltd

Sale & Leaseback Limited

Secure Income REIT plc

SIR ATH Limited

SIR ATP Limited

SIR Duchy Limited

SIR Fitzwilliam Limited

SIR Fulwood Limited

SIR Healthcare 1 Limited

SIR Healthcare 2 Limited

SIR Hospitals Holdings Limited

SIR Hospitals PropCo Limited

SIR Hotels 1 Limited

SIR Hotels 2 Limited

P1 Parkshot Limited46

P1 Prime Limited47

P1 Reversions Limited

P1 St Andrew Limited48

P1 St Martins Limited49

PCV HP Limited50

PCV HP Nominee Limited51

PIHL Property Administration

Limited52

PIHL Three Limited53

PIHL Wentworth Manager Limited54

Portico UK Holdco Limited55

Premier Team Holdings Limited

Prestbury 2014 Limited56

Prestbury Acquisitions Limited57

Prestbury Assets Limited58

Prestbury Capital Ventures

Limited59

Prestbury Equities Limited60

Prestbury Feeder GP Limited61

Prestbury Group62

Prestbury Hotel Holdings Limited63

Prestbury Hotels Assets Limited64

Prestbury Hotels Finance Limited65

Prestbury Hotels Limited66

Prestbury Industrial67

Prestbury Properties No.1 Limited68

Prestbury Property Holdings

Limited69

Nick Leslau

(continued)
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46   Dissolved by members' voluntary liquidation on 20 June 2018.

47   Dissolved by members' voluntary liquidation on 10 November 2020.

48   Dissolved by members' voluntary liquidation on 10 November 2020.

49   Dissolved by members' voluntary liquidation on 20 June 2018.

50   Dissolved by members' voluntary liquidation on 1 February 2019.

51   Dissolved by members' voluntary liquidation on 1 February 2019.

52   Dissolved by members' voluntary liquidation on 26 September 2020.

53   Dissolved by members' voluntary liquidation on 20 July 2018.

54   Dissolved by members' voluntary liquidation on 27 October 2020.

55   Dissolved by members' voluntary liquidation on 4 March 2021.

56   Dissolved by members' voluntary liquidation on 1 February 2019.

57   Dissolved by members' voluntary liquidation on 30 April 2018.

58   Dissolved by members' voluntary liquidation on 1 February 2019.

59   Dissolved by members' voluntary liquidation on 1 February 2019.

60   Dissolved by members' voluntary liquidation on 1 February 2019.

61   Dissolved by members' voluntary liquidation on 20 July 2018.

62   Dissolved by members' voluntary liquidation on 19 February 2022.

63   Dissolved by creditor's voluntary liquidation on 12 April 2018.

64   Dissolved by creditor's voluntary liquidation on 12 April 2018.

65   Dissolved by creditor's voluntary liquidation on 29 March 2018.

66   Dissolved by creditor's voluntary liquidation on 12 April 2018.

67   Dissolved by members' voluntary liquidation on 30 April 2018.

68   Dissolved by members' voluntary liquidation on 1 February 2019.

69   Dissolved by members' voluntary liquidation on 1 February 2019.



Name                      Current Previous

   SIR HP Limited

SIR Lisson Limited

SIR MAPLE 2 Limited

SIR Maple 3 Limited

SIR Maple 4 Limited

SIR Maple HoldCo Limited

SIR Midlands Limited

SIR MTL Limited

SIR New Hall Limited

SIR NewCo 2 Limited

SIR NewCo Limited

SIR Oaklands Limited

SIR Oaks Limited

SIR Pinehill Limited

SIR Rivers Limited

SIR Springfield Limited

SIR Theme Parks Limited

SIR Theme Parks SubHoldCo

Limited

SIR TP Limited

SIR Umbrella Limited

SIR WC Limited

SIR Woodland Limited

SIR Yorkshire Limited

Sleep Solutions Limited

Twenty Three Prince Albert Road

(Management) Limited

Woven Rugs Limited

Yoginvest Ltd

Thomas Rivers Limited

Prestbury Residential Limited70

Prestbury Services71

Prestbury Wentworth Limited72

Prestbury West Coast Four Limited

Prestbury West Coast Holdings

Limited73

Prestbury West Coast Limited74

Prestbury West Coast Maidenhead

Limited75

Prestbury West Coast Retail

Limited76

Prestbury 2009 Limited77

PSX MidCo Limited78

Saracen Property Investments LLP79

Saracens Limited

TLLC CMPROPCO10 Limited80

TLLC CMPROPCO12 Limited81

TLLC CMPROPCO5 Limited82

TLLC CMPROPCO9 Limited83

TLLC CMSUBPROPCO10 Limited84

TLLC CMSUBPROPCO12 Limited85

TLLC CMSUBPROPCO5 Limited86

TLLC CMSUBPROPCO9 Limited87

Nick Leslau

(continued)
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70   Dissolved by members' voluntary liquidation on 14 April 2014.

71   Dissolved by members' voluntary liquidation on 20 July 2018.

72   Dissolved by creditor's voluntary liquidation on 12 April 2018.

73   Dissolved by creditor's voluntary liquidation on 08 January 2021.

74   Dissolved by members' voluntary liquidation on 31 October 2017.

75   Dissolved by members' voluntary liquidation on 31 October 2017.

76   Dissolved by creditor's voluntary liquidation on 10 May 2021.

77   Dissolved by members' voluntary liquidation on 30 April 2018.

78   Dissolved by creditor's voluntary liquidation on 10 April 2019.

79   Dissolved via voluntary strike-off on 26 March 2019.

80   Dissolved by creditor's voluntary liquidation on 15 April 2018.

81   Dissolved by creditor's voluntary liquidation on 15 April 2018.

82   Dissolved by creditor's voluntary liquidation on 15 April 2018.

83   Dissolved by creditor's voluntary liquidation on 15 April 2018.

84   Dissolved by creditor's voluntary liquidation on 15 April 2018.

85   Dissolved by creditor's voluntary liquidation on 15 April 2018.

86   Dissolved by creditor's voluntary liquidation on 15 April 2018.

87   Dissolved by creditor's voluntary liquidation on 15 April 2018.



Name                      Current Previous

   Charcoal Bidco Limited

Charcoal Midco 2 Limited

Holetown Group Limited

New Prestbury Limited

PHIL Equity Assessments Limited

PIHL Equity Administration Limited

PIHL Equity Holdings Limited

PIHL Equity Limited Liability

Partnerships

PIHL Services Limited

PILH ONE Limited

PILH Property Holdings Limited

Prestbury (Stukeley Road) Ltd

Prestbury 1 Feasibility Limited

Prestbury 1 Nominee Limited

Prestbury General Partner Limited

Prestbury Incentives Limited

Prestbury Investment Holdings

Limited

Prestbury Investment Partners

Limited

Prestbury Investments LLP

Prestbury Management Holdings

Limited

Prestbury Nominees Limited

Prestbury SIR 1 Limited

Prestbury SIR 2 Limited

Prestbury SIR 3 Limited

Sale & Leaseback Limited

Secure Income REIT plc

SIR ATH Limited

SIR ATP Limited

SIR Duchy Limited

BM HoldCo Limited88

Butlers Wharf Building Limited

Kensington Nominee No.1 Limited89

Kensington Nominee No.2 Limited90

Maidenhead Nominee No.1

Limited91

Maidenhead Nominee No.2

Limited92

MPG Artemis Nominees 2 Limited93

MPG Feeder Limited94

MPT Ashtead Limited

MPT Downs Limited

MPT Euxton Limited

MPT Mt Stuart Limited

MPT Reading Limited

MPT Renacres Limited

MPT Rowley Limited

MPT Winfield Limited

P1 Bars GP Limited95

P1 Bars Limited96

P1 Bars PropCo 2 Limited97

P1 Bars Propco Limited98

P1 Cornhill Limited99

P1 Dover Limited100

P1 Duke Street Limited101

P1 Golden Limited102

P1 Hedge End Limited103

P1 Hedge End SubCo Limited104

P1 Kensington Limited105

P1 Newman Limited106

P1 Parkshot Limited107

P1 Prime Limited108

P1 Reversions Limited

Sandy Gumm
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88     Entered into members' voluntary liquidation on 25 March 2021.

89     Dissolved by members' voluntary liquidation on 31 October 2017.

90     Dissolved by members' voluntary liquidation on 31 October 2017.

91     Dissolved by members' voluntary liquidation on 31 October 2017.

92     Dissolved by members' voluntary liquidation on 31 October 2017.

93     Dissolved via voluntary strike-off on 25 February 2020.

94      Dissolved by members' voluntary liquidation on 24 July 2018.

95      Dissolved by creditor's voluntary liquidation on 10 May 2021.

96      Dissolved by creditor's voluntary liquidation on 10 May 2021.

97      Dissolved by creditor's voluntary liquidation on 11 June 2021.

98      Dissolved by creditor's voluntary liquidation on 11 June 2021.

99      Dissolved by members' voluntary liquidation on 20 June 2018.

100    Dissolved by members' voluntary liquidation on 20 June 2018.

101    Dissolved by members' voluntary liquidation on 20 June 2018.

102    Dissolved by members' voluntary liquidation on 20 June 2018.

103    Dissolved by members' voluntary liquidation on 20 June 2018.

104    Dissolved by members' voluntary liquidation on 20 June 2018.

105    Dissolved by members' voluntary liquidation on 20 June 2018.

106    Dissolved by members' voluntary liquidation on 20 June 2018.

107    Dissolved by members' voluntary liquidation on 20 June 2018.

108    Dissolved by members' voluntary liquidation on 10 November 2020.



Name                      Current Previous

   SIR Fitzwilliam Limited

SIR Fulwood Limited

SIR Healthcare 1 Limited

SIR Healthcare 2 Limited

SIR Hospitals Holdings Limited

SIR Hospitals PropCo Limited

SIR Hotels 1 Limited

SIR Hotels 2 Limited

SIR HP Limited

SIR Lisson Limited

SIR MAPLE 2 Limited

SIR Maple 3 Limited

SIR Maple 4 Limited

SIR Maple HoldCo Limited

SIR Midlands Limited

SIR MTL Limited

SIR New Hall Limited

SIR NewCo 2 Limited

SIR NewCo Limited

SIR Oaklands Limited

SIR Oaks Limited

SIR Pinehill Limited

SIR Rivers Limited

SIR Springfield Limited

SIR Theme Parks Limited

SIR Theme Parks SubHoldCo

Limited

SIR TP Limited

P1 St Andrew Limited109

P1 St Martins Limited110

PCV HP Limited111

PCV HP Nominee Limited112

PIHL Property Administration

Limited113

PIHL Three Limited114

PIHL Wentworth Manager Limited115

Portico UK HoldCo Limited116

Prestbury 2009 Limited117

Prestbury 2014 Limited118

Prestbury Acquisitions Limited119

Prestbury Assets Limited120

Prestbury Capital Ventures

Limited121

Prestbury Equities Limited122

Prestbury Feeder GP Limited123

Prestbury Group124

Prestbury Hotel Holdings Limited125

Prestbury Hotels Assets Limited126

Prestbury Hotels Finance Limited127

Prestbury Hotels Limited128

Prestbury Industrial129

Prestbury Properties No.1 Limited130

Prestbury Property Holdings

Limited131

Prestbury Residual Limited132

Prestbury Services133

Sandy Gumm

(continued)
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109    Dissolved by members' voluntary liquidation on 10 November 2020.

110    Dissolved by members' voluntary liquidation on 20 June 2018.

111    Dissolved by members' voluntary liquidation on 1 February 2019.

112    Dissolved by members' voluntary liquidation on 1 February 2019.

113    Dissolved by members' voluntary liquidation on 26 September 2020.

114    Dissolved by members' voluntary liquidation on 20 July 2018.

115    Dissolved by members' voluntary liquidation on 27 October 2020.

116    Dissolved by members' voluntary liquidation on 4 March 2021.

117    Dissolved by members' voluntary liquidation on 30 April 2018.

118    Dissolved by members' voluntary liquidation on 1 February 2019.

119    Dissolved by members' voluntary liquidation on 30 April 2018.

120    Dissolved by members' voluntary liquidation on 1 February 2019.

121    Dissolved by members' voluntary liquidation on 1 February 2019.

122    Dissolved by members' voluntary liquidation on 1 February 2019.

123    Dissolved by members' voluntary liquidation on 20 July 2018.

124    Dissolved by members' voluntary liquidation on 19 February 2022.

125    Dissolved by creditor's voluntary liquidation on 12 April 2018.

126    Dissolved by creditor's voluntary liquidation on 12 April 2018.

127    Dissolved by creditor's voluntary liquidation on 29 March 2018.

128    Dissolved by creditor's voluntary liquidation on 12 April 2018.

129    Dissolved by members' voluntary liquidation on 30 April 2018.

130    Dissolved by members' voluntary liquidation on 1 February 2019.

131    Dissolved by members' voluntary liquidation on 1 February 2019.

132    Dissolved by members' voluntary liquidation on 19 February 2022.

133    Dissolved by members' voluntary liquidation on 20 July 2018.



Name                      Current Previous

   

4.6    Save as disclosed in paragraph 4.5 above, none of the Directors or the Proposed Directors has,

in the five years before the date of this document:

(a)     had any convictions in relation to fraudulent offences;

(b)     been associated with any bankruptcies, receiverships or liquidations of any partnership

or company, or any company put into administration, through acting in the capacity as

a member of the administrative, management or supervisory body or as a partner,

founder or senior manager of such partnership or company; and

(c)     had any official public incrimination and/or sanctions by statutory or regulatory authorities

(including designated professional bodies) and have not been disqualified by a court from

acting as a member of the administration, management or supervisory bodies of any issuer

or from acting in the management or conduct of the affairs of any issuer.

SIR Umbrella Limited

SIR WC Limited

SIR Woodland Limited

SIR Yorkshire Limited

Thomas Rivers Limited

Prestbury Wentworth Limited134

Prestbury West Coast Caledonian

Limited135

Prestbury West Coast Four

Limited136

Prestbury West Coast Holdings

Limited137

Prestbury West Coast Kensington

Limited138

Prestbury West Coast Limited139

Prestbury West Coast Maidenhead

Limited140

Prestbury West Coast Retail

Limited141

PSX MidCo Limited142

TLLC CMPROPCO10 Limited143

TLLC CMPROPCO12 Limited144

TLLC CMPROPCO5 Limited145

TLLC CMSUBPROPCO10 Limited146

TLLC CMSUBPROPCO12 Limited147

TLLC CMSUBPROPCO5 Limited148

TLLC CMSUBPROPCO9 Limited149

Sandy Gumm

(continued)
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134   Dissolved by creditor's voluntary liquidation on 12 April 2018.

135   Dissolved by members' voluntary liquidation on 19 October 2017.

136   Dissolved by creditor's voluntary liquidation on 10 May 2021.

137   Dissolved by creditor's voluntary liquidation on 08 January 2021.

138   Dissolved by members' voluntary liquidation on 31 October 2017.

139   Dissolved by members' voluntary liquidation on 31 October 2017.

140   Dissolved by members' voluntary liquidation on 31 October 2017.

141   Dissolved by creditor's voluntary liquidation on 10 May 2021.

142   Dissolved by creditor's voluntary liquidation on 10 April 2019.

143   Dissolved by creditor's voluntary liquidation on 15 April 2018.

144   Dissolved by creditor's voluntary liquidation on 15 April 2018.

145   Dissolved by creditor's voluntary liquidation on 15 April 2018.

146   Dissolved by creditor's voluntary liquidation on 15 April 2018.

147   Dissolved by creditor's voluntary liquidation on 15 April 2018.

148   Dissolved by creditor's voluntary liquidation on 15 April 2018.

149   Dissolved by creditor's voluntary liquidation on 15 April 2018.



4.7    None of the Directors or the Proposed Directors has any family relationship with another

Director or Proposed Director.

4.8    None of the Directors or the Proposed Directors has any conflict of interest or potential

conflicts of interest between any of his or her duties carried out on behalf of the Company and

his or her private interests and any other duties.

4.9    The Company intends to maintain directors’ and officers’ liability insurance on behalf of the

Directors and the Proposed Directors at the expense of the Company.

5.      Directors’ and Proposed Directors’ appointment letters                                                

5.1    No Director or Proposed Director has a service contract with the Company, nor are any such

contracts proposed.

5.2    Each Director has entered into a letter of appointment with the Company. The Directors’

appointments can be terminated in accordance with the Articles and without compensation.

All Directors are subject to retirement by rotation in accordance with the Articles. There is no

notice period specified in the letters of appointment or Articles for the removal of Directors.

The Articles provide that the office of Director shall be terminated by, amongst other things:

(i) written resignation; (ii) unauthorised absences from board meetings for six consecutive

months or more; or (iii) written request of all of the other Directors. Each of the Proposed

Directors has also entered into a letter of appointment with the Company, to take effect from

the Effective Date, the terms of which are broadly similar to those of the current Directors.

5.3    Each of the Directors is entitled (and following their appointment each Proposed Director will

be entitled) to receive a fee from the Company at such rate as may be determined in

accordance with the Articles. Save for the Chairman, the current annual fees are £40,000 for

each Director. The Chairman’s current annual fee is £75,000. In addition, the Chair of the

Audit Committee receives an additional fee of £5,000 per annum and the Chair of the

Management Engagement Committee receives an additional fee of £3,000 per annum.

5.4    The aggregate of the remuneration (including any contingent or deferred compensation), and

benefits in kind granted to the Directors by the LXi Group for the year ended 31 March 2021

was £245,000.

5.5    The Directors are also entitled to out-of-pocket expenses incurred in the proper performance

of their duties.

6.      Articles of Association

The Articles contain provisions, inter alia, to the following effect:

6.1     Objects

The Articles do not provide for any objects of the Company and accordingly the Company’s

objects are unrestricted.

6.2     Variation of rights

Subject to the provisions of the Companies Act as amended and every other statute for the

time being in force concerning companies and affecting the Company (the “Statutes”), if at

any time the share capital of the Company is divided into different classes of shares, the rights

attached to any class may be varied or abrogated either with the consent in writing of the

holders of three-quarters in nominal value of the issued shares of that class or with the

sanction of a special resolution passed at a separate meeting of the holders of the shares of

that class (but not otherwise) and may be so varied either whilst the Company is a going

concern or during or in contemplation of a winding-up. At every such separate general

meeting the necessary quorum shall be at least two persons holding or representing by proxy

at least one-third in nominal value of the issued shares of the class in question (but at any

adjourned meeting any holder of shares of the class present in person or by proxy shall be a

quorum), any holder of shares of the class present in person or by proxy may demand a poll

and every such holder shall on a poll have one vote for every share of the class held by him.
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Where the rights of some only of the shares of any class are to be varied, the foregoing

provisions apply as if each group of shares of the class differently treated formed a separate

class whose rights are to be varied.

6.3     Alteration of share capital

The Company may by ordinary resolution:

(a)     consolidate and divide all or any of its share capital into shares of larger nominal value

than its existing shares;

(b)     sub-divide its shares, or any of them, into shares of smaller nominal value than its

existing shares; and

(c)     determine that, as between the shares resulting from such a sub-division, one or more

shares may, as compared with the others, have any such preferred, deferred or other

rights or be subject to any such restrictions as the Company has power to attach to

unissued or new shares.

6.4     Issue of shares

Subject to the provisions of the Companies Act and without prejudice to any rights attaching

to any existing shares, any share may be issued with such rights or restrictions as the

Company may by ordinary resolution determine (or if the Company has not so determined, as

the Directors may determine).

6.5     Dividends                                                                                                                          

Subject to the provisions of the Companies Act, the Company may by ordinary resolution

declare dividends in accordance with the respective rights of the shareholders but no

dividends shall exceed the amount recommended by the Directors. Subject to the provisions

of the Companies Act, the Directors may pay interim dividends, or dividends payable at a fixed

rate, if it appears to them that they are justified by the profits of the Company available for

distribution. If the Directors act in good faith they shall not incur any liability to the holders

of shares conferring preferred rights for any loss they may suffer by the lawful payment of an

interim dividend on any shares having deferred or non-preferred rights.

Subject to the rights of persons (if any) entitled to shares with special rights as to dividend,

all dividends shall be declared and paid according to the amounts paid up on the shares on

which the dividend is paid. If any share is issued on terms that it ranks for dividend as from

a particular date, it shall rank for dividend accordingly. In any other case, dividends shall be

apportioned and paid proportionately to the amount paid up on the shares during any

portion(s) of the period in respect of which the dividend is paid.

6.6     Voting rights                                                                                                                     

Subject to any rights or restrictions attached to any shares, on a show of hands every

shareholder present in person has one vote, every proxy present who has been duly appointed

by a shareholder entitled to vote has one vote and every corporate representative present who

has been duly authorised by a corporation has the same voting rights as the corporation would

be entitled to. On a poll every shareholder (whether present in person or by proxy or by

corporate representative) has one vote for every share of which he is the holder. A shareholder

entitled to more than one vote need not, if he votes, use all his votes or cast all the votes he

uses the same way. In the case of joint holders, the vote of the senior who tenders a vote

shall be accepted to the exclusion of the vote of the other joint holders, and seniority shall be

determined by the order in which the names of the holders stand in the Register.

No shareholder shall have any right to vote at any general meeting or at any separate meeting

of the holders of any class of shares, either in person or by proxy, in respect of any share held

by him unless all amounts presently payable by him in respect of that share have been paid.

Where a shareholder vote is required to be taken in accordance with the Listing Rules, that

vote must be decided by a resolution of the holders of the shares that have been admitted to
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the premium listing. Where the provisions of the Listing Rules require that any resolution

must, in addition, be approved by the independent shareholders (as defined in the Listing

Rules), only independent shareholders who hold shares that have a premium listing shall be

entitled to vote on the relevant resolution.

6.7     Transfer of shares                                                                                                            

A share in certificated form may be transferred by an instrument of transfer, which may be in

any usual form or in any other form approved by the Directors, executed by or on behalf of

the transferor and, where the share is not fully paid, by or on behalf of the transferee. A share

in uncertificated form may be transferred by means of the relevant electronic system

concerned.

In their absolute discretion, the Directors may refuse to register the transfer of a share in

certificated form which is not fully paid provided that if the share is listed on the Official List

such refusal does not prevent dealings in the shares from taking place on an open and proper

basis. The Directors may also refuse to register a transfer of a share in certificated form unless

the instrument of transfer:

(a)     is lodged, duly stamped, at the registered office of the Company or such other place as

the Directors may appoint and is accompanied by the certificate for the share to which

it relates and such other evidence as the Directors may reasonably require to show the

right of the transferor to make the transfer;

(b)     is in respect of only one class of share; and

(c)     is not in favour of more than four transferees.

The Directors may refuse to register a transfer of a share in uncertificated form in any case

where the Company is entitled to refuse to register the transfer under the CREST Regulations

provided that such refusal does not prevent dealings in the shares from taking place on an

open and proper basis.

If the Directors refuse to register a transfer of a share, they shall within two months after the

date on which the transfer was lodged with the Company or, in the case of an uncertificated

share, the date on which the appropriate instruction was received by or on behalf of the

Company in accordance with the CREST Regulations send to the transferee notice of refusal.

No fee shall be charged for the registration of any instrument of transfer or other document

or instruction relating to or affecting the title to any share.

If at any time the holding or beneficial ownership of any shares in the Company by any person

(whether on its own or taken with other shares), in the opinion of the Directors: (i) would

cause the assets of the Company to be treated as “plan assets” of any Benefit Plan Investor;

(ii) would or might result in the Company and/or its shares and/or any of its appointed

investment managers or investment advisers being required to be registered or qualified

under the US Investment Company Act and/or the US Investment Advisers Act of 1940, as

amended and/or the US Securities Act and/or the US Exchange Act and/or any similar

legislation (in any jurisdiction) that regulates the offering and sale of securities; (iii) may

cause the Company not to be considered a “Foreign Private Issuer” under the US Exchange

Act of 1934; (iv) may cause the Company to be a “controlled foreign corporation” for the

purpose of the US Code; or (v) may cause the Company to become subject to any withholding

tax or reporting obligation under FATCA or any similar legislation in any territory or jurisdiction

(including the United Kingdom’s International Tax Compliance Regulations 2015 (SI

2015/878), or to be unable to avoid or reduce any such tax or to be unable to comply with

any such reporting obligation (including by reason of the failure of the shareholder concerned

to provide promptly to the Company such information and documentation as the Company

may have requested to enable the Company to avoid or minimise such withholding tax or to

comply with such reporting obligation), then the Directors may declare the shareholder in

question a “Non-Qualified Holder” and the Directors may require that any shares held by

such shareholder (“Prohibited Shares”) shall (unless the shareholder concerned satisfies the

Directors that he is not a Non-Qualified Holder) be transferred to another person who is not
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a Non-Qualified Holder, failing which the Company may itself dispose of such Prohibited Shares

at the best price reasonably obtainable and pay the net proceeds to the former holder.

6.8     Distribution of assets on a winding-up                                                                           

If the Company is wound up, with the sanction of a special resolution and any other sanction

required by law and subject to the Companies Act, the liquidator may divide among the

shareholders in specie the whole or any part of the assets of the Company and for that

purpose may value any assets and determine how the division shall be carried out as between

the shareholders or different classes of shareholders. With the like sanction, the liquidator

may vest the whole or any part of the assets in trustees upon such trusts for the benefit of

the shareholders as he may with the like sanction determine, but no shareholder shall be

compelled to accept any shares or other securities upon which there is a liability.

6.9     Restrictions on rights: failure to respond to a Section 793 notice

If a shareholder, or any other person appearing to be interested in shares held by that

shareholder, fails to provide the information requested in a notice given to him under section

793 of the Companies Act by the Company in relation to his interest in shares (the “default

shares”) within 28 days of the notice (or, where the default shares represent at least

0.25 per cent. of their class, 14 days of the notice), sanctions shall apply unless the Directors

determine otherwise. The sanctions available are the suspension of the right to attend or vote

(whether in person or by representative or proxy) at any general meeting or any separate

meeting of the holders of any class or on any poll and, where the default shares represent at

least 0.25 per cent. of their class (excluding treasury shares), the withholding of any dividend

payable in respect of those shares and the restriction of the transfer of those shares (subject

to certain exceptions).

6.10   Untraced shareholders

Subject to various notice requirements, the Company may sell any of a shareholder’s shares

if, during a period of 12 years, at least three dividends (either interim or final) on such shares

have become payable and no cheque for amounts payable in respect of such shares has been

presented and no warrant or other method of payment has been effected and no

communication has been received by the Company from the shareholder or person concerned.

6.11   Appointment of Directors

Unless the Company determines otherwise by ordinary resolution, the number of Directors

(other than alternate Directors) shall not be subject to any maximum but shall not be less

than two.

Subject to the Articles, the Company may by ordinary resolution appoint a person who is

willing to act as, and is permitted by law to do so, to be a Director either to fill a vacancy or

as an additional Director. The Directors may appoint a person who is willing to act, and is

permitted by law to do so, to be a Director, either to fill a vacancy or as an additional Director.

A person appointed as a Director by the other Directors is required to retire at the Company’s

next annual general meeting and shall then be eligible for reappointment.

6.12   Powers of Directors

The business of the Company shall be managed by the Directors who, subject to the provisions

of the Articles and to any directions given by special resolution to take, or refrain from taking,

specified action, may exercise all the powers of the Company.

Any Director may appoint any other Director, or any other person approved by resolution of

the Directors and willing to act and permitted by law to do so, to be an alternate Director.

6.13   Borrowings

The Board on behalf of the Company may exercise all the powers of the Company to borrow

money, to indemnify, to guarantee and to mortgage or charge its undertaking property and

uncalled capital and (subject to the provisions of the Statutes regarding authority to allot
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debentures convertible into shares) to issue debentures and other securities whether outright

or as collateral security for any debt, liability or obligation of the Company or of any third

party.

6.14   Voting at board meetings

No business shall be transacted at any meeting of the Directors unless a quorum is present

and the quorum may be fixed by the Directors; unless so fixed at any other number the

quorum shall be two. A Director shall not be counted in the quorum present in relation to a

matter or resolution on which he is not entitled to vote but shall be counted in the quorum

present in relation to all other matters or resolutions considered or voted on at the meeting.

An alternate Director who is not himself a Director shall, if his appointor is not present, be

counted in the quorum.

Questions arising at a meeting of the Directors shall be decided by a majority of votes. In the

case of an equality of votes, the chairman of the meeting shall have a second or casting vote.

6.15   Restrictions on voting

Subject to any other provision of the Articles, a Director shall not vote at a meeting of the

Directors on any resolution concerning a matter in which he has, directly or indirectly, a

material interest (other than an interest in shares, debentures or other securities of, or

otherwise in or through, the Company) unless his interest arises only because the case falls

within certain limited categories specified in the Articles.

6.16   Directors’ interests

Subject to the provisions of the Companies Act and provided that the Director has disclosed

to the other Directors the nature and extent of any material interest of his, a Director,

notwithstanding his office, may be a party to, or otherwise interested in, any transaction or

arrangement with the Company or in which the Company is otherwise interested and may be

a director or other officer of, or employed by, or a party to any transaction or arrangement

with, or otherwise interested in, any body corporate in which the Company is interested.

6.17   Indemnity

Subject to the provisions of the Companies Act, the Company may indemnify any person who

is a Director, secretary or other officer (other than an auditor) of the Company, against (a)

any liability whether in connection with any negligence, default, breach of duty or breach of

trust by him in relation to the Company or any associated company or (b) any other liability

incurred by or attaching to him in the actual or purported execution and/or discharge of his

duties and/or the exercise or purported exercise of his powers and/or otherwise in relation to

or in connection with his duties, powers or office; and purchase and maintain insurance for

any person who is a Director, secretary, or other officer (other than an auditor) of the

Company in relation to anything done or omitted to be done or alleged to have been done or

omitted to be done as Director, secretary or officer.

6.18   General meetings

In the case of the annual general meeting, twenty-one clear days’ notice at the least shall be

given to all the members and to the auditors. All other general meetings shall also be

convened by not less than twenty-one clear days’ notice to all those members and to the

auditors unless the Company offers members an electronic voting facility and a special

resolution reducing the period of notice to not less than fourteen clear days has been passed

in which case a general meeting may be convened by not less than fourteen clear days’ notice

in writing.

No business shall be transacted at any meeting unless a quorum is present. Two persons

entitled to vote upon the business to be transacted, each being a shareholder or a proxy for

a shareholder or a duly authorised representative of a corporation which is a shareholder

(including for this purpose two persons who are proxies or corporate representatives of the

same shareholder), shall be a quorum.
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A shareholder is entitled to appoint another person as his proxy to exercise all or any of his

rights to attend and to speak and vote at a meeting of the Company. A shareholder may

appoint more than one proxy in relation to a meeting, provided that each proxy is appointed

to exercise the rights attached to a different share or shares held by him. Subject to the

provisions of the Companies Act, any corporation (other than the Company itself) which is a

shareholder may, by resolution of its directors or other governing body, authorise such

person(s) to act as its representative(s) at any meeting of the Company, or at any separate

meeting of the holders of any class of shares.

Delivery of an appointment of proxy shall not preclude a shareholder from attending and

voting at the meeting or at any adjournment of it.

Directors may attend and speak at general meetings and at any separate meeting of the

holders of any class of shares, whether or not they are shareholders.

A poll on a resolution may be demanded at a general meeting either before a vote on a show

of hands on that resolution or immediately after the result of a show of hands on that

resolution is declared. A poll may be demanded by the Chairman or by: (a) not less than

two members having the right to vote at the meeting; or (b) a member or members

representing not less than one-tenth of the total voting rights of all the members having the

right to vote at the meeting; or (c) a member or members holding shares conferring a right

to vote at the meeting, being shares on which an aggregate sum has been paid up equal to

not less than one-tenth of the total sum paid up on all the shares conferring that right.

6.19   C Share rights

(a)     Definitions and Interpretation

(i)      For the purposes of paragraphs 6.19(a) to 6.19(e) only, the following words and

expressions shall bear the following meanings:

“C Shareholder” means a person who is a holder of C Shares.

“Calculation Date” means the earliest of:

(A)     close of business on the date nine months after the allotment of the

C Shares, or if such day is not a Business Day, the first Business Day prior

thereto;

(B)     close of business on the date to be determined by the Directors after the

day on which the Investment Advisor shall have given notice to the

Directors that at least 90 per cent. of the net proceeds attributable to the

C Shares (or such other percentage as the Directors and the Investment

Advisor shall agree) shall have been invested;

(C)     close of business on the last Business Day prior to the day on which the

Directors resolve that any Force Majeure Circumstance has arisen or is

imminent;

(D)    close of business on such Business Day as the Directors may otherwise

determine in their sole discretion.

“Compulsory Redemption Notice” has the meaning set out in paragraph

6.19(d)(ii)(A).

“Conversion” means the conversion of C Shares into Ordinary Shares, in

accordance with the provisions of paragraph 6.19(e).

“Conversion Date” means the close of business on such Business Day as may

be selected by the Directors falling as soon as reasonably practicable after the

Calculation Date but not later than 30 Business Days after the Calculation Date.
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Conversion Ratio means the ratio of the NAV per C Share to the NAV per Ordinary

Share, which is calculated to six decimal places (with 0.0000005 being rounded

upwards) by dividing the NAV per C Share by the NAV per Ordinary Share.

“Existing Ordinary Shares” means the Ordinary Shares in issue immediately

prior to Conversion.

“Force Majeure Circumstances” means, in relation to any C Shares: (i) any

political and/or economic circumstances and/or actual or anticipated changes in

fiscal or other legislation which, in the reasonable opinion of the Directors,

renders Conversion necessary or desirable; (ii) the issue of any proceedings

challenging, or seeking to challenge, the power of the Company and/or its

Directors to issue any C Shares with the rights proposed to be attached to them

and/or to the persons to whom they are, and/or the terms upon which they are

proposed to be issued; or (iii) the giving of notice of any general meeting of the

Company at which a resolution is to be proposed to wind up the Company,

whichever shall happen earliest.

“NAV” means, in relation to the Company the value, as at any date, of the assets

of the Company after deduction of all liabilities of the Company and, in relation

to a class in shares in the Company, the value, as at any date of the assets

attributable to that class of shares after deduction of all liabilities attributable to

that class of shares and after deduction of any declared but unpaid dividends, in

each case determined in accordance with the accounting policies adopted by the

Company from time to time and subject to any such adjustments as the Directors

may determine in their absolute discretion taking into account the interests of

shareholders as a whole.

“NAV per C Share” means, at any date, the NAV attributable to the C Shares

divided by the number of C Shares in issue at the date of calculation.

“NAV per Ordinary Share” means, at any date, the NAV attributable to the

Ordinary Shares divided by the number of Ordinary Shares in issue (other than

Ordinary Shares held in treasury) at the date of calculation.

“Pool” means a notional pool of assets and liabilities as described in paragraph

6.19(c) created for a class of shares.

“Redemption Date” means a date, as determined by the Directors and falling

prior to the Calculation Date, on which a redemption of C Shares is to be effected.

“Redemption Value” means 100 pence per C Share, or, if less, the amount

subscribed for the issue of each C Share.

(b)     Rights attaching to C Shares

(i)      The C Shares have attached to them the rights set out in this paragraph, and save

as stated in the Articles have no further right of participation in the profits or

assets of the Company.

(ii)     At the Conversion Date, the C Shares shall be converted into Ordinary Shares in

accordance with the provisions of paragraph 6.19(e).

(iii)    Subject to paragraph 6.19(e)(xi), the C Shares shall not carry the right to receive

any profits of the Company available for distribution whether by way of interim or

final dividend.

(iv)    Save in connection with the issue of any C Shares pursuant to paragraph

6.19(e)(vi), no dividend or other distribution shall be made or paid by the

Company on any of its shares between any Calculation Date and the relevant

Conversion Date (both dates inclusive) and no such dividend shall be declared

with a record date falling between any Calculation Date and the relevant

Conversion Date (both dates inclusive).
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(v)     Subject to paragraph 6.19(e)(xi), on a winding up or return of capital (otherwise

than on a purchase or redemption by the Company of any C Shares), the holders

of the C Shares shall be entitled to receive an amount per C Share equal to the

lower of:

(A)     the amount subscribed for the issue of each C Share; and

(B)     the NAV per C Share,

but shall have no other rights to participate in the capital of the Company.

(vi)    C Shares shall rank on a winding up in priority to all other shares of the Company

from time to time in issue.

(vii)   The holders of C Shares shall have:

(A)     the right to receive notice of, and attend, speak and vote at class meetings

of C Shareholders in accordance with the provisions of the Articles. Each

holder of C Shares who is present in person (or being a corporation, by

representative), or by proxy at a class meeting on a show of hands has one

vote, and on a poll, every such person who is present in person (or being

a corporation, by representative), or by proxy has one vote in respect of

each C Share held by him; and

(B)     no rights to receive notice of, attend, speak or vote at general meetings of

the Company.

(c)     Assets attributable to Ordinary Shares and C Shares

(i)      If at any time C Shares are in issue, the Directors shall establish for accounting

purposes a single separate pool of assets and liabilities attributable to the

C Shares and a single separate pool of assets and liabilities attributable to the

Ordinary Shares (each, a “Pool”). The Directors shall maintain for accounting

purposes all the assets, income, earnings, liabilities, expenses and costs of each

Pool separate and separately identifiable from all other assets, income, earnings,

liabilities, expenses and costs of the Company and the other Pool and the

following provisions shall apply thereto:

(A)     any consideration received on or proceeds from, the allotment and issue of

shares of a particular class shall be applied to the Pool which relates to such

class of shares, and the assets, liabilities, income and expenditure

attributable thereto shall be applied only to that Pool subject to the

following sub-paragraphs of this paragraph 6.19(c);

(B)     on a redemption or repurchase of any shares of a particular class, the

assets of the Pool which relates to such class of shares shall be reduced by

an amount equal to the redemption or repurchase monies;

(C)     for each Pool, the Company shall keep separate books and records in which

all transactions relating to that Pool shall be recorded;

(D)    any asset derived from any other asset or assets (whether cash or

otherwise) comprised in any Pool shall be applied in the books and records

of the Company to the same Pool as the asset or assets from which it was

derived and any increase or diminution in the value of an asset comprised

in a Pool shall be applied to that Pool;

(E)     in the event that there is any asset of the Company which the Directors do

not consider readily attributable to a particular Pool, the Directors shall

allocate such asset in such manner and on such basis as they in their

discretion deem fair and equitable and the Directors shall have the power

to, and may at any time and from time to time, vary such basis in respect

of any asset not previously allocated;
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(F)     the Directors shall have discretion to determine the basis upon which any

liability shall be allocated between the Pools (including conditions as to

subsequent allocations thereof if circumstances so permit or require) and

shall have power at any time and from time to time to vary such basis;

(G)    subject as otherwise provided in the Articles, the assets held for each Pool

shall be applied solely in respect of the class of shares of the Pool for which

the relevant Pool was established and the Articles shall be construed

accordingly; and

(H)    notwithstanding the foregoing, if a Pool has insufficient funds or assets to

meet the debts and liabilities attributable to such Pool, any such shortfall

shall be paid out of the assets attributable to the other Pool.

(ii)     The Company shall give appropriate instructions to the AIFM to manage the

Company’s assets so that paragraph 6.19(c)(i) can be complied with.

(d)     Redemption of C Shares

(i)      At the option of the Directors the Company may, on any Redemption Date,

redeem for cash any C Shares in issue at a price per C Share equivalent to the

Redemption Value and otherwise in accordance with this paragraph 6.19(d). The

Company shall not be bound to make an offer to redeem any C Shares. Any C

Shares redeemed by the Company will be cancelled and will not be available for

reissue. Any redemption of C Shares will be in accordance with, and subject to,

the provisions of the Articles and the Companies Act.

(ii)     The Directors shall be entitled in their absolute discretion to determine the

procedures for the redemption of the C Shares. Without prejudice to the

generality of the foregoing, and in the absence of any such determination as

aforesaid, the following provisions shall apply:

(A)     not less than five Business Days prior to any Redemption Date, the

Company will notify holders of C Shares (by means of announcement,

written notice or otherwise (“Compulsory Redemption Notice”)) of its

intention to redeem C Shares on such Redemption Date, the aggregate

number of C Shares, the aggregate value of C Shares at the Redemption

Value, the percentage of each C Shareholder’s holding of C Shares, rounded

down to the nearest whole number, it wishes to redeem, and the date by

reference to which holdings of C Shares will be redeemed;

(B)     in the event of a partial redemption of any holding of C Shares the following

provisions shall apply:

(1) in the case of a holding of C Shares in certificated form, the Company

shall procure that in relation to those C Shares which have not been

redeemed, a balance certificate in respect of such C Shares shall be

sent (at the risk of the relevant holder) to the address of that holder

as entered in the register of members of the Company or, in the case

of joint holders, to the address of the first named holder as entered

in the register of members of the Company, within 28 days of the

relevant Redemption Date;

(2) in the case of C Shares in uncertificated form which have not been

the subject of a redemption, such holders relevant system account

shall be updated accordingly, and

(3) all documents and remittances sent by, to or from holders of

C Shares or their appointed agents pursuant to this paragraph

6.19(d) will be sent at their own risk,

(C)     payment of the redemption monies in respect of any C Shares in

certificated form shall be made by cheque or warrant made payable to the
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relevant holder or, in the case of joint holders, to all such relevant joint

holders sent (at the risk of the relevant holder) to the address of the holder

as entered in the register of members of the Company or, in the case of

joint holders, to the address of the first named joint holder as entered in

the register of members of the Company. Every such cheque or warrant

which is sent through the post shall be sent by first class post;

(D)    payment of the redemption monies in respect of any C Shares held in

uncertificated form will be credited to the appropriate relevant system

account.

(iii)    On the redemption of any C Shares, the name of the registered holder shall be

removed from the register of members of the Company in respect of such

C Shares and such C Shares shall be cancelled.

(iv)    If any holder of any C Shares to be redeemed shall fail or refuse to accept

payment of the redemption monies payable in respect thereof, the redemption

monies payable to such holder shall be set aside and paid into a separate interest

bearing account with the Company’s bankers (designated for the benefit of such

holder) and such setting aside shall be deemed for all purposes hereof to be a

payment to such holder and all the said holder’s rights as a holder of the relevant

C Shares shall cease and determine as from the date fixed for the redemption of

such shares and the Company shall thereby be discharged from all obligations in

respect thereof. The Company shall not be responsible for the safe custody of the

monies so placed on deposit or for interest thereon except such interest as

the said monies may earn while on deposit less any expenses incurred by the

Company in connection therewith.

(v)     The Company may exclude from any compulsory redemption of C Shares

pursuant to this paragraph any holders of C Shares where the Directors believe

that the compulsory redemption of their shares would or might involve a

contravention of the laws or regulations of any territory.

(e)     Conversion of C Shares

(i)      The C Shares for the time being in issue shall be converted into Ordinary Shares

on the relevant Conversion Date in accordance with the following provisions of

this paragraph 6.19(e).

(ii)     The Directors shall procure that as soon as reasonably practicable after the

relevant Calculation Date, but no later than 30 Business Days from the relevant

Calculation Date:

(A)     the Conversion Ratio as at the relevant Calculation Date and the numbers

of Ordinary Shares to which each holder of C Shares shall be entitled on

Conversion shall be calculated; and

(B)     the Auditors shall confirm that such calculations as have been made by the

Company have, in their opinion, been performed in accordance with the

Articles and are arithmetically accurate whereupon such calculations shall

become final and binding on the Company and all holders of the Company’s

shares and any other securities issued by the Company which are

convertible into the Company’s shares.

Further, the Directors may, at their discretion, procure an independent valuation

of the assets at the relevant Calculation Date.

(iii)    The Directors shall procure that, as soon as practicable following such

confirmation and in any event within 30 Business Days of the relevant Calculation

Date, a notice is sent to each holder of C Shares advising such shareholder of the

Conversion Date, the Conversion Ratio and the numbers of Ordinary Shares to

which such holder of C Shares will be entitled on Conversion.
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(iv)    Subject to paragraph 6.19(e)(vi), on Conversion the relevant number of C Shares

shall automatically convert into such number of Ordinary Shares as shall be

necessary to ensure that upon such Conversion being completed the aggregate

number of Ordinary Shares into which the same number of C Shares are

converted equals the number of C Shares in issue at the relevant Calculation Date

multiplied by the relevant Conversion Ratio (rounded down to the nearest whole

Ordinary Share).

(v)     The Ordinary Shares arising upon Conversion shall be divided amongst the

holders of C Shares pro rata according to their respective former holdings of

C Shares (provided always that the Directors may deal in such manner as they

think fit with fractional entitlements to Ordinary Shares arising upon Conversion

including, without prejudice to the generality of the foregoing, selling any

Ordinary Shares representing such fractional entitlements and retaining the

proceeds for the benefit of the Company).

(vi)    If the Conversion requires more Ordinary Shares to arise on Conversion than the

number of C Shares that are in issue, the Directors shall, subject to the terms of

the Articles, the approval of an ordinary resolution of the Company and in

accordance with applicable law, issue fully paid up additional C Shares prior to the

Conversion by way of capitalisation of the share premium account of the

Company such that there are the requisite number of C Shares in issue to allow

the Company to comply with this paragraph 6.19(e).

(vii)   Forthwith upon Conversion, the share certificates relating to the C Shares shall

be cancelled and the Company shall issue new certificates in respect of the

Ordinary Shares which have arisen upon Conversion.

(viii)   The Conversion shall be effected by way of conversion and redesignation of the

relevant number of C Shares into the relevant number of Ordinary Shares and the

Directors may make such adjustments to the terms and timing of Conversion as

they in their discretion consider fair and reasonable having regard to the interests

of all Shareholders.

(ix)    The Ordinary Shares into which any C Shares shall convert shall rank pari passu

with the Existing Ordinary Shares for dividends and other distributions in relation

to the Ordinary Shares made or declared by reference to a record date falling

after the relevant Calculation Date.

(x)     Upon completion of a Conversion, the assets, liabilities, income and expenditure

attributable to the C Shares in accordance with paragraph 6.19(c) shall be

allocated to the Ordinary Shares.

(xi)    The rights of any C Shares which remain in issue following Conversion shall with

effect from the Conversion Date be amended so that on a return of assets on a

winding up or otherwise, they entitle the holder only to payment of one penny in

respect of his entire holding of such C Shares and shall entitle the holder to

the payment of a fixed cumulative preferential dividend of 0.000000001 pence

per C Share payable annually but no other right to share in the profits of the

Company. The holders of such C Shares shall not be entitled to receive notice of

or attend or vote at any general meeting of the Company. With effect from the

relevant Conversion, each holder of C Shares grants an irrevocable authority on

the Company at any time thereafter to appoint any person to execute on behalf

of the holders of such C Shares a transfer thereof (and/or an agreement to

transfer the same) to such person(s) as the Company may determine as

custodian thereof and/or to redeem the same itself (in accordance with the

provisions of the Companies Act), in any such case for one penny (plus any

accrued dividend) for all such C Shares held by any member without obtaining

any further sanction of the holder or holders thereof and pending such transfer

and/or redemption to retain the certificate for such C Shares. Subject to the

Companies Act, the Company shall on the relevant Conversion (or as soon as
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practicable thereafter) redeem all of the relevant C Shares then in issue, at a

price of one penny (plus any accrued dividends) in aggregate for all such C Shares

held by any member and redeemed at any one time and the notice referred to in

paragraph 6.19(e)(iii) shall be deemed to constitute notice to each holder of C

Shares (and any person or persons having rights to acquire or acquiring C Shares

on or after the Calculation Date) that the C Shares shall be so redeemed (and the

Company shall not be obliged to account to any holder of C Shares for the

redemption arising in respect of such C Shares).

(xii)   For the avoidance of doubt, no act undertaken by the Company in accordance

with paragraph 6.19(e)(vi) shall amount to the variation, alteration or abrogation

of the rights attaching to any class of share in the Company.

6.20   REIT provisions

A summary of the REIT provisions included in the Articles is set out in paragraph 3 of Part 8

(REIT status and taxation) of this document.

7.      UK City Code on Takeovers and Mergers

The Takeover Code applies to the Company.

Given the existence of the buyback powers described in this document, there are certain

considerations that Shareholders should be aware of with regard to the Takeover Code.

Under Rule 9 of the Takeover Code, any person who acquires shares which, taken together with

shares already held by him or shares held or acquired by persons acting in concert with him, carry

30 per cent. or more of the voting rights of a company which is subject to the Takeover Code, is

normally required to make a general offer to all the remaining shareholders to acquire their shares.

Similarly, when any person or persons acting in concert already hold more than 30 per cent. but not

more than 50 per cent. of the voting rights of such company, a general offer will normally be

required if any further shares increasing that person’s percentage of voting rights are acquired.

Under Rule 37 of the Takeover Code when a company purchases its own voting shares, a resulting

increase in the percentage of voting rights carried by the shareholdings of any person or group of

persons acting in concert will be treated as an acquisition for the purposes of Rule 9 of the Takeover

Code. A shareholder who is neither a director nor acting in concert with a Director will not normally

incur an obligation to make an offer under Rule 9 of the Takeover Code in these circumstances.

However, under note 2 to Rule 37 of the Takeover Code where a shareholder has acquired shares at

a time when he had reason to believe that a purchase by the company of its own voting shares would

take place, then an obligation to make a mandatory bid under Rule 9 of the Takeover Code may

arise.

The buyback powers could have implications under Rule 9 of the Takeover Code for Shareholders

with significant shareholdings. The buyback powers should enable the Company to anticipate the

possibility of such a situation arising. Prior to the Board implementing any share buyback the Board

will seek to identify any Shareholders who they are aware may be deemed to be acting in concert

under note 1 of Rule 37 of the Takeover Code and will seek an appropriate waiver in accordance with

note 3 of Rule 37. However, neither the Company, nor any of the Directors, nor the Investment

Advisor will incur any liability to any Shareholder(s) if they fail to identify the possibility of a

mandatory offer arising or, if having identified such a possibility, they fail to notify the relevant

Shareholder(s) or if the relevant Shareholder(s) fail(s) to take appropriate action.

If an offer is made for the shares or any class of shares in the capital of a company and if, within

4 months after the date of such offer, the offer is approved by shareholders comprising 90 per cent.

in value of the shares affected (excluding any shares held as treasury shares) then the offeror may,

within 2 months after the expiration of those 4 months, send an acquisition notice to any dissenting

shareholders informing them that it wishes to acquire their shares (an “Acquisition Notice”).

Where an Acquisition Notice is given, the offeror is then entitled and bound to acquire those shares

on the terms on which the original offer, approved by the shareholders comprising 90 per cent. in

value of the shares affected, was made.

183



8.      Related party transactions                                                                                               

Save as disclosed in the historical financial information incorporated by reference in Part 4 (Financial

information on the LXi Group) of this document, the entry by the Company into the Amendment and

Restatement Agreements and the entry by the Company into the amended and restated 2021 Share

Issuance Agreement with, among others, Alvarium Securities Limited, there have been no related

party transactions entered into by the Company at any time during or subsequent to the period

covered by the historical financial information incorporated by reference in Part 4 (Financial

information on the LXi Group) of this document up to the date of this document.

9.      Working capital                                                                                                                

In the Company’s opinion, the working capital available to the LXi Group is sufficient for its present

requirements, that is for at least the next 12 months from the date of this document.

10.    Investment restrictions                                                                                                   

The Company will at all times invest and manage its assets with the objective of spreading risk and

in accordance with its published investment policy.

The Company will not invest in other listed closed-ended investment funds.

The Company must not conduct any trading activity which is significant in the context of its group

as a whole.

11.    Material contracts of LXi                                                                                                  

The following contracts (not being contracts entered into in the ordinary course of business) have

been entered into by the Company or a member of the LXi Group: (a) within the two years

immediately preceding the date of this document; or (b) at any time, and contain provisions under

which the Company or a member of the LXi Group has an obligation or entitlement which is, or may

be, material to the LXi Group as at the date of this document:

11.1   Sponsor Agreement

A Sponsor Agreement dated 1 June 2022 between the Company, the AIFM, the Investment

Advisor and Peel Hunt, pursuant to which Peel Hunt has been appointed as sole sponsor, joint

financial adviser and joint broker in connection with the Merger.

The Sponsor Agreement is subject to, inter alia, Admission occurring by not later than

8.00 a.m. on the Long Stop Date.

Pursuant to the Sponsor Agreement, Peel Hunt is entitled to be paid a fee and is entitled to

be reimbursed for all reasonable and properly incurred out of pocket expenses that it incurs

in connection with its appointment.

Under the Sponsor Agreement, the Company, the AIFM and the Investment Advisor have

given certain warranties and indemnities to Peel Hunt, which are customary for an agreement

of this nature. Peel Hunt has the right to terminate the agreement in certain customary

circumstances.

The Sponsor Agreement is governed by the laws of England and Wales.

11.2   Financial Advisory agreement

A financial advisory agreement dated 27 April 2022 between the Company and Jefferies,

pursuant to which Jefferies has been engaged to provide financial advice and assistance in

connection with the Merger.

Under the terms of the agreement, Jefferies is entitled to be paid a fee upon the Merger

becoming wholly unconditional, or otherwise closing, or the Scheme becoming effective in

accordance with its terms. Jefferies is also entitled to reimbursement of all reasonably

incurred out-of-pocket expenses incurred in connection with the engagement.
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Under the terms of the agreement, the Company has given an indemnity to Jefferies, which

is customary for an agreement of this nature. Either party may terminate the agreement on

five days’ written notice. If, within the 12 months subsequent to such termination, the

Company completes the Merger or enters into an agreement which subsequently results in the

Merger or a similar transaction completing, then Jefferies shall be entitled to a fee upon the

closing of the transaction.

The financial advisory agreement is governed by English law.

11.3   Receiving Agent Agreement in relation to the Merger

A Receiving Agent Agreement dated 1 June 2022 between the Company, SIR and Link,

pursuant to which Link has been appointed to provide receiving agent services to the

Company and SIR in connection with the Merger. In its role as receiving agent, Link will,

among other things, (i) validate and process the Forms of Proxy received in relation to the SIR

Court Meeting and the SIR General Meeting and the Forms of Election received from those SIR

Shareholders who elect for the Partial Cash Alternative; (ii) operate a bank account from which

settlement of any cash amounts due to SIR Shareholders who validly elect for the Partial Cash

Alternative will be paid; and (iii) calculate the number of New LXi Shares due to SIR

Shareholders and arrange for their issue (subject to Admission).

Under the terms of the agreement, Link is entitled to customary fees. Link is also entitled to

reimbursement of all reasonable out of pocket expenses incurred by it in connection with its

duties under the agreement.

The agreement limits Link’s liability thereunder to the lesser of £250,000 or an amount equal

to five times the fee payable to Link under the agreement.

The agreement also contains an indemnity, prior to the Effective Date from the Company and

SIR on a several basis, and on and from the Effective Date from the Company and SIR on a

joint and several basis, in favour of Link, its affiliates and their directors, officers, employees

and agents against any and all losses, damages, liabilities, professional fees (including but not

limited to legal fees), court costs and expenses resulting or arising from the Company’s or

SIR’s breach of the agreement and, in addition, any third-party claims, actions, proceedings,

investigations or litigation relating to or arising from or in connection with the agreement or

the services provided thereunder, except to the extent such losses are determined to have

resulted from the fraud, wilful default or negligence on the part of any party seeking indemnity

under the agreement. The indemnity is customary for an agreement of this nature.

The agreement is governed by the laws of England.

11.4   Acquisition Facility Agreement

A facility agreement dated 11 May 2022 between LXi REIT plc and LXi Finco Limited as

borrowers (the “Borrowers”), Barclays Bank PLC and HSBC Bank PLC as mandated lead

arrangers, Barclays Bank PLC, HSBC Bank PLC and HSBC UK Bank PLC as lenders (the

“Lenders”) and HSBC Bank PLC as agent.

Under the terms of the Acquisition Facility Agreement, the Lenders have made available an

unsecured term loan facility of up to £385 million to the Company, the proceeds of which are

to fund the cash consideration payable to SIR Shareholders under the Partial Cash Alternative

(the “Acquisition Facility”).

Under the terms of the Acquisition Facility Agreement, the Lenders have also made available

an unsecured term loan facility of up to £830 million to LXi Finco Limited for the purpose of

refinancing any financial indebtedness of the SIR Group that may become due and payable by

the Combined Group as a result of the Merger (the “Backstop Facility”). If any financial

indebtedness of the SIR Group is not required to be prepaid as a result of the Merger, then

the Backstop Facility will be reduced by an amount equal to the amount of such financial

indebtedness. The Backstop Facility has been put in place to protect the Combined Group in

the event that the Merger triggers any mandatory prepayment events under the SIR Group’s

existing debt facilities. However, as at the date of this document, the Company does not

expect to utilise the Backstop Facility.
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The interest rate for both the Acquisition Facility and the Backstop Facility for any day during

an interest period is the margin plus the compounded reference rate for that day (SONIA).

Save in certain limited circumstances (such as an event of default or a failure to meet certain

conditions relating to the Borrower’s credit rating), the average margin adjustment calculated

over the first twelve months from the date of the agreement (being the maturity date) is

188 bps.

Financial covenants pursuant to the terms of the Acquisition Facility Agreement include that

the Company must ensure: (i) a maximum loan to value ratio of 55 per cent.; and (ii) that

the ratio of consolidated EBITDA to consolidated net finance costs is not less than 2.75 to 1

at certain measurement points. In addition, the Acquisition Facility Agreement contains

customary representations and warranties, affirmative and negative covenants (including

covenants in respect of financial indebtedness, disposals, security, acquisitions, mergers, joint

ventures and conduct of the Scheme), indemnities and events of default, each with

appropriate carve-outs and materiality thresholds applicable to LXi and the LXi Group.

The maturity date of the Acquisition Facility and the Backstop Facility is 12 months after the

date of the Acquisition Facility Agreement. The maturity date of both facilities can be extended

twice (in each case by six months) subject to the Company satisfying the extension

requirements as outlined in the Acquisition Facility Agreement (including the payment of

certain extension fees).

A loan under the Acquisition Facility or Backstop Facility may be voluntarily prepaid or

cancelled in minimum amounts of £25 million and integral multiples of £5 million upon the

Borrower giving not less than 5 Business Days’ notice.

The Acquisition Facility Agreement is governed by English law.

11.5   Intercompany Loan Agreement

A facility agreement dated 11 May 2022 between LXi REIT plc as Borrower and LXi Finco

Limited as Lender, pursuant to which LXi Finco Limited has agreed to provide the Company

with an unsecured term loan of up to £830 million for the purpose of refinancing any financial

indebtedness of the SIR Group that may become due and payable as a result of the Merger.

Under the Intercompany Loan Agreement, LXi Finco Limited may at any time by notice to the

Company declare that all or part of the loans and all other amounts accrued or outstanding

under the loans be immediately due and payable, at which time they shall become

immediately due and payable by the Company. Interest accrues on the outstanding balance

of each loan at the rate of interest applicable to loans made under the Backstop Facility

referred to in the summary of the Acquisition Facility Agreement at paragraph 11.4 above.

The Intercompany Loan Agreement is governed by English law.

11.6   Confidentiality Agreement

A confidentiality agreement dated 6 April 2022 between LXi and SIR, pursuant to which each

party has agreed that it will, and that it will procure that each of its connected persons will,

subject to certain exceptions: (a) keep confidential information relating to the other party

confidential and take reasonable precautions to safeguard accordingly; (b) use the confidential

information only for the purpose of evaluating, negotiating, advising upon or implementing the

Merger; and (c) not disclose, distribute or make available any of the confidential information

(or allow any other person to do the same). These confidentiality obligations will remain in

force until the earlier of 6 April 2024 and the Merger becoming unconditional in all respects.

The Confidentiality Agreement also includes standstill obligations which restrict each party and

its connected persons from, among other things, acquiring or offering to acquire any direct or

indirect interest in any securities of the other party, and from entering into an agreement,

arrangement or understanding which may result in any person acquiring a direct or indirect

interest in any securities of the other party, without the prior written consent of the other

party for a period of 12 months from the date of the agreement (except for the purposes of

implementing the Merger). The standstill restrictions referred to in this paragraph ceased to

apply on the making of the Merger Announcement.
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The Confidentiality Agreement also contains non-solicitation provisions preventing each party

and its group undertakings from soliciting the employees of the other party or its investment

manager for a period of 12 months from the date of the agreement.

The Confidentiality Agreement is governed by English law.

11.7   2021 Share Issuance Agreement

A share issuance agreement originally dated 18 February 2021 and amended and restated on

20 January 2022 by way of a deed of amendment between the Company, the AIFM, the

Investment Advisor, Peel Hunt, Jefferies, Jefferies GmbH and Alvarium Securities Limited

whereby each of Peel Hunt, Jefferies, Jefferies GmbH and Alvarium Securities Limited (the

“Joint Bookrunners”) undertook, as agent for the Company, to use its reasonable

endeavours to procure subscribers for LXi Shares in connection with the 2021 Share Issuance

Programme.

Under the 2021 Share Issuance Agreement, the Company agreed to pay the Joint

Bookrunners certain fees and commissions in consideration with their services in relation to

the issue of LXi Shares under the 2021 Share Issuance Programme. In addition, the 2021

Share Issuance Agreement contained certain warranties and indemnities given by the

Company, the AIFM and the Investment Advisor to the Joint Bookrunners, which are

customary for an agreement of this nature.

The 2021 Share Issuance Agreement was governed by the laws of England and Wales.

11.8   2022 Receiving Agent Agreement

A receiving agent agreement between the Company and Link Market Services Limited as

receiving agent dated 20 January 2022, pursuant to which Link agreed to provide receiving

agent duties and services to the Company in respect of an issue of LXi Shares in February

2022 under the 2021 Share Issuance Programme.

Under the terms of the agreement, Link was entitled to customary fees. Link was also entitled

to reimbursement of all reasonable out of pocket expenses incurred by it in connection with

its duties.

The agreement limited Link’s liability thereunder to the lesser of £250,000 or an amount equal

to five times the fee payable to Link under the agreement. The agreement also contains an

indemnity from the Company in favour of Link, its affiliates and their directors, officers,

employees and agents against any and all losses, damages, liabilities, professional fees, court

costs and reasonably incurred expenses resulting or arising from the Company’s breach of the

agreement and, in addition, any third-party claims, actions, proceedings, investigations or

litigation relating to or arising from or in connection with the agreement or the services

provided thereunder, except to the extent such losses are determined to have resulted solely

from the fraud, wilful default or negligence on the part of the party seeking indemnity under

the agreement. The indemnity is customary for an agreement of this nature.

The agreement was governed by the laws of England.

11.9   Investor Lock-in Deed

A lock-in deed dated 17 December 2021 between the Company, Peel Hunt, Jefferies and Laxmi

Nivaria, S.L.U. (“Laxmi Nivaria”) in connection with an issue of 35,715,862 LXi Shares to

Laxmi Nivaria (the “Locked-in Shares”).

Pursuant to the terms of the Investor Lock-in Deed, Laxmi Nivaria agreed that they will not

sell, grant options over or otherwise dispose of any interest in the Locked-in Shares for

12 months (the “Restricted Period”) and that any disposal within 12 months following the

expiry of the Restricted Period will be effected through the Company’s brokers, save that these

restrictions do not apply in certain specified circumstances, including: (i) in acceptance of a

general offer to all the Shareholders of the Company for the entire issued and to be issued

share capital of the Company made in accordance with the Takeover Code, or the provision of

an irrevocable undertaking to accept such an offer, in each case where the offer has either
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been recommended by the Board or has become unconditional in all respects; (ii) pursuant to

an intervening court order; (iii) following the passing of a resolution for the winding up of the

Company; (iv) to any of its subsidiary undertakings, parent undertakings and subsidiary

undertakings of all such parent undertakings provided that such transferee, before registration

of any such transfer, executes an undertaking in relation to such LXi Shares in similar terms

to those contained in the Investor Lock-in Deed in a form satisfactory to Peel Hunt and

Jefferies; or (v) where it has obtained written consent from the Company, Peel Hunt and

Jefferies in advance.

The Investor Lock-in Deed is governed by English law.

11.10   2021 Receiving Agent Agreement

A receiving agent agreement between the Company and Link Market Services Limited as

receiving agent dated 18 February 2021, pursuant to which Link agreed to provide receiving

agent duties and services to the Company in respect of an issue of LXi Shares in March 2021

under the 2021 Share Issuance Programme.

Under the terms of the agreement, Link was entitled to customary fees. Link was also

entitled to reimbursement of all reasonable out of pocket expenses incurred by it in

connection with its duties.

The agreement limited Link’s liability thereunder to the lesser of £250,000 or an amount

equal to five times the fee payable to the Receiving Agent under the agreement. The

receiving agent agreement also contained an indemnity from the Company in favour of the

Receiving Agent, its affiliates and their directors, officers, employees and agents against any

and all losses, damages, liabilities, professional fees, court costs and reasonably incurred

expenses resulting or arising from the Company’s breach of the agreement and, in addition,

any third-party claims, actions, proceedings, investigations or litigation relating to or arising

from or in connection with the agreement or the services provided thereunder, except to the

extent such losses are determined to have resulted solely from the fraud, wilful default or

negligence on the part of the party seeking indemnity under the agreement. The indemnity

is customary for an agreement of this nature.

The agreement was governed by the laws of England.

11.11   Existing Investment Management Agreement

The investment management agreement dated 12 February 2020 between the Company and

Alvarium Fund Managers (UK) Limited, pursuant to which Alvarium Fund Managers (UK)

Limited is appointed to act as investment manager and AIFM of the Company.

Pursuant to the agreement, the AIFM is responsible for managing the assets of the Company

in accordance with the investment policy of the Company and subject to the overall policies

and communicated directions of the Board.

The AIFM is entitled to receive from the Company in respect of its services provided under

the Existing Investment Management Agreement, a fee of £24,000 per annum.

The Existing Investment Management Agreement may be terminated on 12 months’ written

notice, such notice to expire on or at any time after 31 March 2025. The Existing Investment

Management Agreement may be terminated with immediate effect on the occurrence of

certain events, including insolvency or in the event of a material and continuing breach. The

Existing Investment Management Agreement will terminate immediately in the event of

termination of the Existing Investment Advisory Agreement.

The Company has given an indemnity in favour of the AIFM in respect of the AIFM’s potential

losses in carrying on its responsibilities under the Existing Investment Management

Agreement, except as shall arise from the fraud, wilful default or gross negligence of the

AIFM or any material breach of the Existing Investment Management Agreement by the AIFM

or a material breach of a material FCA rule by the AIFM.

The Existing Investment Management Agreement is governed by English law.
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As explained in Part 1 (Letter from the Chairman) of this document, the Company has

entered into an amendment and restatement agreement, pursuant to which the Existing

Investment Management Agreement will be amended and restated on the terms set out in

paragraph 11.13 below, conditional on the Merger becoming effective.

11.12   Existing Investment Advisory Agreement

The investment advisory agreement dated 12 February 2020 between the Company,

Alvarium Fund Managers (UK) Limited and the Investment Advisor, pursuant to which the

Investment Advisor is appointed to provide certain services to the Company and the AIFM in

relation to the Company and its portfolio.

The Investment Advisor is entitled to receive from the Company in respect of its services

provided under the Existing Investment Advisory Agreement, a fee payable monthly in arrear

calculated at the rate of: (i) one-twelfth of 0.75 per cent. per calendar month of Market

Capitalisation up to or equal to £500 million; and (ii) one-twelfth of 0.65 per cent. per

calendar month of Market Capitalisation above £500 million.

Pursuant to the Existing Investment Advisory Agreement, the services of the Investment

Advisor are exclusive and the Investment Advisor is not permitted to render similar services

to others without the Board’s prior written consent, save for services provided to certain

funds managed by Osprey Equity Partners in respect of any investments made by them at

the date of the agreement. Furthermore, the Investment Advisor will not engage in any

property acquisition services in relation to any long index-linked asset(s) falling within the

Company’s stated investment policy and investment objective, which have been identified by

the Investment Advisor and in respect of which the reasonably estimated aggregate

consideration or commitment involved is likely to be in excess of £5,000,000, without

offering the Company a right of first refusal in respect of such asset(s).

The Existing Investment Advisory Agreement may be terminated on 12 months’ written

notice, such notice to expire on or at any time after 31 March 2025. The Existing Investment

Advisory Agreement may be terminated with immediate effect on the occurrence of certain

events, including insolvency or in the event of a material and continuing breach. The Existing

Investment Advisory Agreement will terminate immediately in the event of termination of the

Existing Investment Management Agreement. The Existing Investment Advisory Agreement

may also be terminated if a “Key Person Event” occurs. A Key Person Event will be deemed

to occur if both of the key persons (being Simon Lee and John White) (a) cease to be an

officer or employee of the Investment Advisor’s group or (b) cease to be actively involved in

the provision of the Investment Advisor’s services under the Existing Investment Advisory

Agreement which have not been delegated, and within three months of the relevant

departure date or the date on which such active involvement can reasonably be determined

to have ceased, they are not replaced by a person or persons whom the Board considers, in

its reasonable discretion, to be of equal or satisfactory standing.

The Company has given an indemnity in favour of the Investment Advisor in respect of the

Investment Advisor’s potential losses in carrying on its responsibilities under the Existing

Investment Advisory Agreement, except as shall arise from the fraud, wilful default or gross

negligence of the Investment Advisor or any material breach of the Existing Investment

Advisory Agreement by the Investment Advisor or a material breach of a material FCA rule

by the Investment Advisor.

The Existing Investment Advisory Agreement is governed by English law.

As explained in Part 1 (Letter from the Chairman) of this document, the Company has

entered into an amendment and restatement agreement, pursuant to which the Existing

Investment Advisory Agreement will be amended and restated on the terms set out in

paragraph 11.14 below, conditional on the Merger becoming effective.

11.13   Amended and Restated Investment Management Agreement

The amendment and restatement agreement dated 11 May 2022 between the Company the

AIFM, pursuant to which the Existing Investment Management Agreement will be amended
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and restated on the following terms with effect from the date on which the Merger becomes

effective.

Pursuant to the Amended and Restated Investment Management Agreement, Alvarium Fund

Managers (UK) Limited will continue to be appointed to act as investment manager and AIFM

of the Company.

Pursuant to the agreement, the AIFM will be responsible for managing the assets of the

Company in accordance with the investment policy of the Company and subject to the overall

policies and communicated directions of the Board.

Under the agreement, the AIFM will continue to be entitled to receive from the Company in

respect of its services provided under the Amended and Restated Investment Management

Agreement, a fee of £24,000 per annum.

The Amended and Restated Investment Management Agreement may be terminated on

12 months’ written notice, such notice not to be served prior to the first anniversary of the

Effective Date. The Amended and Restated Investment Management Agreement may be

terminated with immediate effect on the occurrence of certain events, including insolvency

or in the event of a material and continuing breach. The Amended and Restated Investment

Management Agreement will terminate immediately in the event of termination of the

Amended and Restated Investment Advisory Agreement.

The Company has given an indemnity in favour of the AIFM in respect of the AIFM’s potential

losses in carrying on its responsibilities under the Amended and Restated Investment

Management Agreement, except as shall arise directly from the fraud, wilful default or gross

negligence of the AIFM or directly from any material breach of the Amended and Restated

Investment Management Agreement by the AIFM or a material breach of a material FCA rule

by the AIFM.

The Amended and Restated Investment Management Agreement is governed by English law.

11.14   Amended and Restated Investment Advisory Agreement

The amendment and restatement agreement dated 11 May 2022 between the Company, the

AIFM and the Investment Advisor, pursuant to which the Existing Investment Advisory

Agreement will be amended and restated on the following terms with effect from the date on

which the Merger becomes effective.

Pursuant to the Amended and Restated Investment Advisory Agreement, the Investment

Advisor will continue to be appointed to provide certain services to the Company and the

AIFM in relation to the Company and its portfolio.

Pursuant to the agreement, the Investment Advisor will be entitled to receive from the

Company in respect of its services provided under the Amended and Restated Investment

Advisory Agreement, a fee payable monthly in arrear calculated at the rate of: (i) one-twelfth

of 0.75 per cent. per calendar month of Market Capitalisation up to or equal to £500 million;

(ii) one-twelfth of 0.65 per cent. per calendar month of Market Capitalisation above

£500 million; and (iii) one-twelfth of 0.55 per cent. per calendar month of Market

Capitalisation above £2 billion.

Pursuant to the Amended and Restated Investment Advisory Agreement, the services of the

Investment Advisor are exclusive and the Investment Advisor is not permitted to render

similar services to others without the Board’s prior written consent, save for services

provided to certain funds managed by Osprey Equity Partners in respect of any investments

made by them at the date of the agreement. Furthermore, the Investment Advisor will not

engage in any property acquisition services in relation to any long index-linked asset(s)

falling within the Company’s stated investment policy and investment objective, which have

been identified by the Investment Advisor and in respect of which the reasonably estimated

aggregate consideration or commitment involved is likely to be in excess of £5,000,000,

without offering the Company a right of first refusal in respect of such asset(s).
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The Amended and Restated Investment Advisory Agreement may be terminated on

12 months’ written notice, such notice not to be served prior to the fifth anniversary of the

Effective Date. The Amended and Restated Investment Advisory Agreement may be

terminated with immediate effect on the occurrence of certain events, including insolvency

or in the event of a material and continuing breach. The Amended and Restated Investment

Advisory Agreement may also be terminated if a “Key Person Event” occurs. A Key Person

Event will be deemed to occur if any two of the key persons (being Simon Lee, John White

and Freddie Brooks) (a) cease to be an officer or employee of the Investment Advisor’s group

or (b) cease to be actively involved in the provision of the Investment Advisor’s services

under the Amended and Restated Investment Advisory Agreement which have not been

delegated, and within three months of the relevant departure date or the date on which such

active involvement can reasonably be determined to have ceased, they are not replaced by

a person or persons whom the Board considers, in its reasonable discretion, to be of equal

or satisfactory standing.

The Company has given an indemnity in favour of the Investment Advisor in respect of the

Investment Advisor’s potential losses in carrying on its responsibilities under the Amended

and Restated Investment Advisory Agreement, except as shall arise from the fraud, wilful

default or gross negligence of the Investment Advisor or any material breach of the Amended

and Restated Investment Advisory Agreement by the Investment Advisor or a material

breach of a material FCA rule by the Investment Advisor.

The Amended and Restated Investment Advisory Agreement is governed by English law.

11.15   Administration Agreement

The Administration Agreement dated 6 February 2017 between the Company and the

Administrator and the letters of variation dated 8 June 2017 and 15 February 2019, pursuant

to which the Administrator is appointed to perform certain accounting, administration and

related services.

The Administrator is permitted under the Administration Agreement to delegate any of its

duties to: (i) an associate of the Administrator; or (ii) subject to the prior written consent of

the Company (such consent not to be unreasonably withheld) any other person, provided

that the Administrator remains liable for the acts and/or omissions of such person as if they

were its own acts and/or omissions.

The Administration Agreement is terminable by either party on three months’ notice in

writing, and may be terminated immediately by either party in certain situations, including

in the event of insolvency of the other party.

In consideration for its administration services, the Administrator is currently entitled to

receive an annual fee of £208,300.60 plus a variable fee of 1.25bps for NAV in excess of £700

million. Any additional services provided by the Administrator will incur additional charges.

The Administrator’s total liability in relation to the provision of the administration services or

otherwise in relation to the operation of the Administration Agreement, whether in contract,

tort, or for misrepresentation or otherwise shall be limited to three times the fees payable to

it under the agreement.

The Administration Agreement contains certain customary covenants, undertakings and

indemnities by the Company in favour of the Administrator.

The Administration Agreement is governed by the laws of England and Wales.

11.16   Company Secretarial Services Agreement

The Company Secretarial Services Agreement dated 11 July 2017 between the Company and

the Company Secretary, pursuant to which the Company Secretary is appointed to perform

company secretarial duties and functions for the Company.
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Under the terms of the Company Secretarial Services Agreement the Company Secretary is

currently entitled to a company secretarial fee of £60,406 per annum, exclusive of VAT. This

fee accrues daily and is paid monthly in arrear. In the event that the Company Secretary is

required to undertake any other additional duties, beyond the scope of those set out in the

Company Secretarial Services Agreement, the Company Secretary is entitled to charge an

additional fee. The Company shall also reimburse the Company Secretary for its

disbursements to cover all out of pocket expenses properly incurred by the Company

Secretary in connection with the provision of its company secretarial services for and/or on

behalf of the Company.

Either party may terminate the Company Secretarial Services Agreement on six months’

written notice. The agreement is also subject to immediate termination on the occurrence of

certain events, including material and continuing breach or insolvency.

The Company has agreed to indemnify the Company Secretary, its directors, officers and

employees and any agents, sub-contractors or delegates appointed by the Company

Secretary from and against any and all liabilities, obligations, losses, damages, penalties,

actions, judgments, suits, costs, legal costs, reasonable expenses or disbursements of any

kind or nature whatsoever (other than those arising from the fraud, negligence or wilful

default on the part of the Company Secretary) as a result of or in connection with performing

the services under the Company Secretarial Services Agreement. This indemnity is

customary for an agreement of this nature.

The Company Secretarial Services Agreement is governed by the laws of England and Wales.

11.17   Registrar Services Agreement

The Registrar Services Agreement between the Company and the Registrar dated 6 February

2017, pursuant to which the Registrar has been appointed as registrar to the Company.

The Registrar Services Agreement shall continue unless terminated by either party on not

less than three months’ notice, such notice to expire at the end of any successive 12 month

period from the date that the LXi Shares were first admitted to trading on the Main Market,

being 27 February 2017. The agreement is also subject to immediate termination on the

occurrence of certain events, including material and continuing breach or insolvency.

The Registrar Services Agreement limits the Registrar’s liability thereunder to the lesser of

£500,000 or an amount equal to five times the annual fee payable to the Registrar pursuant

to the Registrar Services Agreement.

The Registrar Services Agreement contains a provision whereby the Company indemnifies

the Registrar and its affiliates against any and all losses, damages, liabilities, professional

fees, court costs and expenses resulting or arising from the Company’s breach of the

agreement and, in addition, any third-party claims, actions, proceedings, investigations or

litigation relating to or arising from or in connection with the agreement or the services

provided thereunder, except to the extent such losses are determined to have resulted solely

from fraud, wilful default or negligence on the Registrar’s (or its affiliate’s) part. The

indemnity is customary for an agreement of this nature.

Under the terms of the Registrar Services Agreement, the Registrar is entitled to customary

fees.

The Registrar Services Agreement is governed by the laws of England and Wales.

11.18   Depositary Agreement                                                                                                   

The Depositary Agreement dated 6 February 2017 entered into between the Depositary, the

Company and the AIFM, pursuant to which the safekeeping of the Company’s assets is

entrusted to the Depositary who is required to provide depositary services to the Company

in fulfilment of the requirements of the AIFM Rules. The Depositary is also responsible for

ensuring that the Company’s cash flows are properly monitored and for reviewing the AIFM’s

cash monitoring procedures.

192



The Depositary Agreement was initially entered into between the Depositary, the Company

and LJ Capital Limited (then the Company’s AIFM). Following the successful completion of

the Company’s IPO, LJ Capital Limited ceased to act as AIFM to the Company and,

accordingly, a deed of novation dated 6 February 2018 was entered into between the

Depositary, the Company, LJ Capital Limited and Alvarium Fund Managers (UK) Limited

pursuant to which the parties agreed that the rights, obligations and liabilities of LJ Capital

Limited under the Depositary Agreement were novated to Alvarium Fund Managers (UK)

Limited.

The Depositary may delegate some of its custody functions to a custodian, who in turn may

further sub delegate to a sub-custodian, wherever permissible, in accordance with applicable

law.

In consideration for its services, the Depositary is entitled to receive a fee of £32,500 per

annum plus an additional fee of 0.3 basis points per annum on any capital raised by the

Company in excess of £250 million. In addition, the Depositary is entitled to receive

transaction fees where the number of property acquisitions in a calendar year exceeds eight.

The Depositary Agreement contains provisions to allow for its termination by any party on

not less than six months’ prior written notice to each other party, or immediately in the case

of certain specified circumstances, including material and continuing breach or insolvency.

The Depositary Agreement contains certain customary undertakings and indemnities by the

Company and the AIFM in favour of the Depositary.

The Depositary Agreement is governed by the laws of England and Wales.

11.19 First Facility Agreement

The facility agreement originally dated 30 June 2017 and amended and restated or varied

from time to time, including on 8 December 2017, 7 December 2018 and 2 November 2020,

between LXi Property Holdings 1 Limited as the borrower (the “Borrower”); LXi Property

Holdings 1 Limited as the guarantor (the “Original Guarantor”), LXi Property Holdings

2 Limited and Alco 1 Limited as the acceding guarantors (the “Acceding Guarantors”), the

Company as shareholder (the “Shareholder”), Lloyds Bank plc as mandated lead arranger

(the “Arranger”); Scottish Widows Limited as lender (the “Original Lender”), Lloyds Bank

plc as agent of the other finance parties (the “Agent”) and Lloyds Bank plc as security

trustee for the secured parties (the “Security Trustee”).

The First Facility Agreement relates to an initial facility of £45 million and a forward facility

of £10 million, with a total maximum commitment of £55 million. The purpose of the First

Facility is to refinance the cost of acquiring additional assets to the Borrower’s portfolio

(primarily being forward funded and built properties), payment of costs associated with that

process and the Borrower’s general corporate purposes. The First Facility is secured against

the assets of the Borrower.

The term of the First Facility expires in December 2033.

The First Facility is interest only with a bullet payment on the date of termination. The

interest on each loan under the First Facility has a fixed all-in rate payable at 2.74 per cent.

per annum for the term of the loan.

Financial covenants pursuant to the terms of the First Facility Agreement include that the

Borrower must ensure: (i) a maximum loan to value ratio of 50 per cent., across both the

First Facility Agreement and the Second Facility Agreement, calculated against the secured

properties listed in each agreement; (ii) a historical interest cover of at least 200 per cent.

to 300 per cent. at certain times; (iii) a projected interest cover of at least 300 per cent. at

certain times; and (iv) that no occupational tenant of the secured properties is responsible

for more than 30 per cent. of the total aggregated annual rental income.

The First Facility Agreement is governed by the laws of England and Wales.
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11.20 Second Facility Agreement

The facility agreement originally dated 8 December 2017 and amended and restated on

2 November 2020 between LXi Property Holdings 1 Limited as the borrower (the

“Borrower”), LXi Property Holdings 1 Limited and LXi Property Holdings 2 Limited and Alco

1 Limited each as guarantor (each an “Original Guarantor”), Lloyds Bank plc as the

mandated lead arranger (the “Arranger”), Scottish Widows Limited as lender (the “Original

Lender”), Lloyds Bank plc as agent of the other finance parties (the “Agent”) and Lloyds

Bank plc as security trustee for the secured parties (the “Security Trustee”).

The Second Facility Agreement relates to a facility of £40 million. The purpose of the facility

is to refinance the cost of acquiring additional assets to the Borrower’s portfolio (primarily

being forward funded and built properties), payment of costs associated with that process

and the Borrower’s general corporate purposes. The Second Facility is secured against the

assets of the Borrower.

The term of the Second Facility expires in December 2033.

The Second Facility is interest only with a bullet repayment on the date of termination. The

interest on each loan made under the Second Facility has a fixed all-in rate payable at

2.74 per cent. per annum for the term of the loan.

Financial covenants pursuant to the terms of the Second Facility Agreement include that the

Borrower must ensure: (i) a maximum loan to value ratio of 50 per cent. across both the

First Facility and the Second Facility calculated against the secured properties listed in the

First Facility Agreement and the Second Facility Agreement; (ii) a historical interest cover of

at least 200 per cent. to 300 per cent. at certain times; (iii) a projected interest cover of at

least 300 per cent. at certain times; and (iv) that no occupational tenant of the secured

properties is responsible for more than 30 per cent. of the total aggregated annual rental

income.

The Second Facility Agreement is governed by the laws of England and Wales.

11.21 Third Facility Agreement

The facility agreement originally dated 7 December 2018 and amended and restated on

2 November 2020 between LXi Property Holdings 3 Limited as the borrower (the

“Borrower”), LXi Property Holdings 3 Limited, Corby (General Partner) Limited, Corby

Limited Partnership, Corby Rail Services Limited, Corby (No. 2) Trustee Limited, Corby No. 2

Unit Trust and LXi Cowdenbeath Limited each as guarantor (each an “Original Guarantor”),

Lloyds Bank plc as the mandated lead arranger (the “Arranger”), Scottish Widows Limited as

lender (the “Original Lender”), Lloyds Bank plc as agent of the other finance parties (the

“Agent”) and Lloyds Bank plc as security trustee for the secured parties (the “Security

Trustee”).

The Third Facility Agreement relates to a facility of £75 million for a 15 year term to

5 December 2033. The purpose of the facility is to refinance the cost of acquiring additional

assets to the Borrower’s portfolio (primarily being forward funded and built properties),

payment of costs associated with that process and the Borrower’s general corporate

purposes. The Third Facility is secured against the assets of the Borrower.

The Third Facility is interest only with a bullet repayment on the date of termination. The

interest on each loan made under the Third Facility has a fixed all-in rate payable at

2.99 per cent. per annum for the term of the loan.

Financial covenants pursuant to the terms of the Third Facility Agreement include that the

Borrower must ensure: (i) a maximum loan to value ratio of 50 per cent; (ii) a historical

interest cover of at least 200 per cent. to 300 per cent. at certain times; (iii) a projected

interest cover of at least 300 per cent. at certain times; and (iv) that no occupational tenant

of the secured properties is responsible for more than 30 per cent. of the total aggregated

annual rental income.

The Third Facility Agreement is governed by the laws of England and Wales.
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11.22 Revolving Credit Facility Agreement

The revolving credit facility agreement originally dated 31 July 2019 and amended and

restated on 12 October 2020 between LXi Property Holdings 4 Limited as the borrower (the

“Borrower”), LXi Property Holdings 4 Limited, LXi Property Holdings 4A Limited and LXi

Spirit Limited each as guarantor (each a “Guarantor”), the Company as shareholder (the

“Shareholder”), the Company as subordinated creditor (the “Subordinated Creditor”),

Lloyds Bank plc as mandated lead arranger (the “Arranger”), Lloyds Bank plc as lender (the

“Lender”), Lloyds Bank plc as agent of the other finance parties (the “Agent”) and Lloyds

Bank plc as security trustee for the secured parties (the “Security Trustee”).

The agreement relates to a revolving credit facility of £100 million for a 3 year term to August

2022, which has subsequently been extended to August 2024 with the consent of the

lenders. The Revolving Credit Facility is secured against a defined portfolio of the LXi Group’s

assets, held as a lending group through a wholly owned subsidiary of the Company.

Each loan made under the Revolving Credit Facility is interest only and is repayable in full on

the earlier of the next interest payment date (being 31 March, 30 June, 30 September and

31 December in each year) and the date of termination of the agreement, save that loans

may be rolled over. The interest on each loan made under the Revolving Credit Facility is

1.55 per cent. per annum over LIBOR for the term of the loan.

Financial covenants pursuant to the terms of the Revolving Credit Facility Agreement include

that the Borrower must ensure: (i) a maximum loan to value ratio of 50 per cent.; (ii) a

historical interest cover of at least 300 per cent. at all times; and (iii) that no occupational

tenant of the secured properties is responsible for more than 35 per cent. of the total

aggregated annual rental income.

The Revolving Credit Facility Agreement is governed by the laws of England and Wales.

12.      Material contracts of SIR

The following contracts (not being contracts entered into in the ordinary course of business) have

been entered into by SIR or a member of the SIR Group: (a) within the two years immediately

preceding the date of this document; or (b) at any time, and contain provisions under which SIR or

a member of the SIR Group has an obligation or entitlement which is, or may be, material to the

SIR Group as at the date of this document:

12.1 Confidentiality Agreement

Please see paragraph 11.6 above for details of the Confidentiality Agreement between LXi

and SIR.

12.2 SIR Investment Advisory Agreement

Secure Income REIT Plc (SIR) and Prestbury Investment Partners Limited (Prestbury) are

parties to an investment advisory agreement dated 30 May 2014, as amended and restated

on 3 June 2015, as further amended and restated on 2 March 2016 and 5 March 2019, as

subsequently novated and amended pursuant to a deed of novation and amendment

between SIR, Prestbury and Prestbury Investments LLP dated 10 December 2019 and as

further amended on 11 March 2020 pursuant to a deed of amendment between SIR and

Prestbury, pursuant to which Prestbury has been appointed to provide or procure the

provision of investment advisory and certain other services to the SIR Group.

Under the SIR Investment Advisory Agreement, Prestbury is entitled to an advisory fee, plus

applicable VAT, payable in cash quarterly in arrear at a rate of: (i) 1.25 per cent. per annum

of Adjusted EPRA Group NAV up to £500 million; (ii) 1.00 per cent. per annum of Adjusted

EPRA Group NAV of more than £500 million up to £1 billion; (iii) 0.75 per cent. per annum

of Adjusted EPRA Group NAV of more than £1 billion up to £1.5 billion; and (iv) 0.50 per

cent. per annum of Adjusted EPRA Group NAV of more than £1.5 billion.

Prestbury is also entitled to an incentive fee calculated on an annual basis by reference to

growth in EPRA Group NAV per SIR Share. If such growth exceeds a hurdle rate of 10 per
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cent. per annum, an incentive fee equal to 20 per cent. of the excess is payable to Prestbury

in locked-in shares in SIR (one third locked-in for 18 months, one third locked-in for 30

months and one third locked-in for 42 months). Subject to certain limited exceptions, the

incentive fee for any accounting period cannot exceed 5 per cent. of EPRA Group NAV

disclosed in SIR’s audited accounts for that accounting period.

Prestbury is also entitled to reimbursement of certain costs and expenses incurred on SIR’s

behalf.

For the purposes of this summary:

“Adjusted EPRA Group NAV” means EPRA Group NAV less any the surplus cash from a

disposal of a portfolio of eight private hospitals in August 2019 that has not been: (i)

deployed in topping up dividends or otherwise returned to shareholders; (ii) invested in

acquisitions; or (iii) used for liability management; and

“EPRA Group NAV” means the total assets of the SIR Group less an amount equal to the

total liabilities of the SIR Group adjusted in accordance with Best Practice Recommendations

for EPRA NAV by the European Public Real Estate Association.

The SIR Investment Advisory Agreement contains exclusivity provisions pursuant to which

Prestbury has agreed that is shall not, and shall procure that members and certain affiliates

of Prestbury shall not, during the term of the agreement and without the prior written

consent of SIR, commence marketing or act as the source of transactions or provide advisory

services similar to those provided to SIR for any entity with substantially the same

investment strategy as SIR, except that Prestbury may provide advisory and management

services to certain existing investment structures and any entity which operates an

investment strategy which is different from the investment strategy of SIR. In addition,

Prestbury has also agreed that, during the term of the agreement, subject to certain limited

exceptions, it will offer (and will procure that certain affiliated entities also offer) to SIR any

investment opportunity valued above £10 million which is offered to it and which falls within

SIR’s investment strategy.

The SIR Investment Advisory Agreement contains key man provisions whereby, in the event

that either or both of Nick Leslau and Mike Brown dies (for whatever reason), becomes

unable to discharge his duties under the SIR Investment Advisory Agreement because of

physical or mental illness or injury, ceases to be significantly involved in the provision of the

services or ceases to be a member of Prestbury, then Prestbury must use all its reasonable

endeavours to find one or more suitable replacements as soon as reasonably practicable, and

in any event so that the replacement or replacements are proposed to SIR within six months.

SIR has a right of approval (not to be unreasonably withheld or delayed) in respect of any

replacement. If Prestbury has not proposed a suitable replacement or replacements within

six months or has not appointed a replacement or replacements within nine months, then

SIR may, if it wishes, terminate the SIR Investment Advisory Agreement.

Furthermore, if either Nick Leslau or Mike Brown ceases (for whatever reason) to be a

member of Prestbury, then SIR shall, at all times following such cessation, maintain a key

man insurance policy in respect of whichever of the two remains a member of not less than

£1 million. SIR will be the named insured under the policy until a replacement is appointed.

During the term of the SIR Investment Advisory Agreement, Prestbury has the right to

appoint one non-executive director to the Board. In addition, for so long as Prestbury

Investments Partners Limited and Prestbury Investment Holdings Limited and certain related

entities and individuals hold more than 21,654,569 SIR Shares, Prestbury has the right to

appoint a further two non-executive directors to the SIR Board. Prestbury is also required,

at the request of SIR, to appoint at least two persons to act as directors of SIR’s subsidiaries.

Such appointees are subject to the approval of the independent SIR Directors, not to be

unreasonably withheld or delayed. No such director is entitled to receive any fees from SIR

in respect of the appointment.

Unless terminated, the SIR Investment Advisory Agreement continues in force until the

earlier of 31 December 2025 and the date of the winding up of SIR. The SIR Investment
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Advisory Agreement may be terminated by either SIR or Prestbury (as applicable) with

immediate effect on the occurrence of certain events, including insolvency, change of control,

a change of law or regulation preventing the performance of Prestbury’s obligations or in the

event of a material and continuing breach. Where the term of the SIR Investment Advisory

Agreement comes to an end or the SIR Investment Advisory Agreement is terminated,

Prestbury is entitled to payment of an aggregate amount equal to the accrued and unpaid

advisory fee and/or incentive fee payable for the period prior to the termination date. In

addition, where the SIR Investment Advisory Agreement is terminated at the option of SIR

because of a change of control of SIR or Prestbury being prohibited by law or regulation from

performing its duties then, in addition to any outstanding advisory fee due in respect of any

period prior to the termination, Prestbury is entitled to a termination payment calculated as

a multiple of the advisory fee payable for the quarter immediately before the termination.

Where the termination is made at the option of SIR as a result of a change of control of SIR

then the termination payment is four times the prior quarter’s advisory fee. Where the

termination is made at the option of SIR as a result of a change of law or regulation

preventing the performance of Prestbury’s obligations, then the termination payment is two

times the prior quarter’s advisory fee.

SIR has provided an indemnity to Prestbury in respect of any liabilities, actions, claims, costs,

demands, damages and expenses (including legal fees) incurred or threatened or arising out

of in connection with the SIR Investment Advisory Agreement, except in respect of any

matter resulting from Prestbury’s negligence, fraud, wilful misconduct, bad faith or breach of

its obligations under the agreement, and SIR has received an equivalent indemnity from

Prestbury in return.

Except in limited circumstances, Prestbury is to maintain at all times during the period of the

agreement professional indemnity insurance of not less than £5 million per calendar year in

aggregate. Prestbury is also required to maintain a run off policy in relation to that cover

following termination of the agreement for six years following such termination, unless SIR

is wound up first.

The SIR Investment Advisory Agreement is governed by the laws of England and Wales.

12.3 Merlin Leisure Facility Agreement

A facility agreement dated 3 March 2022 was entered into between Charcoal Midco 2 Limited,

SIR Theme Parks Limited as facility A borrower, SIR HP Limited as facility B borrower, Castle

EUR Finco LLC and Castle UK Finco LLC as arrangers and Mount Street Mortgage Servicing

Limited as agent and security agent (the “Merlin Leisure Facility Agreement”).

Under the terms of the Merlin Leisure Facility Agreement a sterling term loan facility A

(“Facility A”) in an aggregate amount of up to £231,975,000 is made to SIR Theme Parks

Limited and a euro term loan facility B (“Facility B” and together with Facility A, the “Merlin

Facilities”) in an aggregate amount of up to €60,200,000 is made to SIR HP Limited. Each

of Facility A and Facility B was fully drawn down on 29 April 2022. The lenders under the

Merlin Leisure Facility Agreement may also make property protection loans from time to time.

The purpose of the Merlin Facilities is to refinance existing debt, provide for the payment of

fees, costs and expenses in connection with the Merlin Leisure Facility Agreement and

ancillary documentation, finance general corporate purposes, including the payment of

dividends and the making of loans and for the repayment of loans owed to, affiliates of SIR

Theme Parks Limited and SIR HP Limited.

Both Merlin Facilities are repayable in full on the date of termination which is 3 years from

the date of signing, and therefore on 3 March 2025 but can be extended to 4 years (to 3

March 2026) and 5 years (to 3 March 2027) upon satisfaction of certain conditions.

The interest rate for Facility A for any day during an interest period is the percentage rate

per annum which is the aggregate of 3.45 per cent. and the compounded reference rate for

that day (SONIA). The interest rate for an interest period for Facility B is the percentage rate

per annum which is the aggregate of the 3.45 per cent. and the EURIBOR.
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The following fees are or were payable in relation to the Merlin Facilities: arrangement fee

(being the aggregate of £2,319,750 and €602,000 payable on the earlier of the utilisation

date or the last day of the availability period), agency fee (£16,500 per annum, payable on

the signing date and thereafter in instalments of £4,215 on each interest payment date) and

security agency fees (£1,000 per annum, payable on the signing date and thereafter in

instalments of £215 on each interest payment date).

As is UK market practice for real estate finance investment facilities, all net rental income

received by the obligors as well as any amounts payable to an obligor under a hedging

agreement is required to be paid into a rent account charged to and controlled by the

lenders. Amounts standing to the credit of the rent account are required to first be used to

service any amounts unpaid under the Merlin Leisure Facility Agreement (including any

unpaid amounts, accrued interest on any property protection loans, any funded non-

recoverable expense, accrued interest, principal due but unpaid and other sums under the

finance documents), with any surplus paid into general accounts controlled by the borrowers

on each quarterly interest payment date. No funds will be paid into the general accounts if

an event of default is continuing under the Merlin Leisure Facility Agreement. If the loan to

value ratio exceeds 85 per cent., rather than amounts being paid into the general accounts,

amounts will instead be applied to the blocked cash trap accounts (or if the loan to value

ratio exceeds 80 per cent. but does not exceed 85 per cent. then, amounts up to 0.25 per

cent. of the amount of the loans will be applied to the blocked cast trap accounts).

The Merlin Leisure Facility Agreement includes mandatory prepayment provisions in relation

to illegality and change of control of the obligors. It also includes a number of mandatory

prepayment events where the borrower has received specific funds, for example from any

lease surrender or amendment premiums, proceeds from a claim against the vendor of any

property or any of its affiliates or the provider of any report or any other due diligence report

in connection with the acquisition, development, financing or refinancing of a property or the

proceeds of all compensation and damages for the compulsory purchase of, or any blight or

disturbance affecting, any property.

On the earlier of the date of termination of Facility A or Facility B, the date of any acceleration

of Facility A or Facility B or the date on which all loans under Facility A or Facility B are

prepaid or cancelled, a fee is payable by the applicable borrower being, (A) as it relates to

Facility A: (i) £24,009,413 less (ii) the aggregate amount of margin paid in accordance with

the Merlin Leisure Facility Agreement in relation to Facility A loans during the period from,

and including the utilisation date, to and including, the applicable Facility A prepayment date,

and, (B) as it relates to Facility B: (i) €6,230,091 less (ii) the aggregate amount of margin

paid in accordance with the Merlin Leisure Facility Agreement in relation to Facility B loans

during the period from, and including the utilisation date, to and including, the applicable

Facility B prepayment date.

The Merlin Leisure Facility Agreement includes a mechanism for voluntary prepayments on

10 business days’ notice (in respect of euro loans) and 10 risk free banking days’ notice (in

respect of sterling loans) to the lenders, with any voluntary prepayment being in a minimum

amount of £5,000,000.

If the loan to value ratio exceeds 80 per cent., the borrowers may (A) apply a cure amount

being the greater of (i) £3,650,000 and (ii) an amount that, if deducted from the Merlin

Facilities at that time (notionally converted into sterling at the agent’s spot rate of exchange

at that time), would cause the loan to value ratio at that time to be no greater than

80 per cent. or (B) grant security over additional assets on terms approved by the lenders

in their absolute discretion. A prepayment to cure a default in respect of the loan to value

ratio may not be made more than 3 times in any 9 month period or more than 6 times before

the termination of the Merlin Leisure Facility Agreement.

The borrower can dispose of a property secured to the lenders provided that no default is

continuing or would result from that disposal, that disposal is on arm’s length terms to an

unrelated third party, the net disposal proceeds are not less than the applicable Release

Disposal Proceeds; and no later than 10 business days prior to the disposal, the relevant
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obligor provides the agent with details of the disposal (including the proposed price and other

terms of the disposal) and any other information reasonably requested by the agent.

The Merlin Leisure Facility Agreement contains customary events of default, representations,

warranties, covenants and undertakings for a loan agreement of this type. The Merlin Leisure

Facility Agreement also contains customary restrictions on the power of the obligors to assign

or transfer their rights and obligations under the finance documents and restrictions on

change of control of the borrower sub-group.

The obligations under the Merlin Leisure Facility Agreement and ancillary documents are

secured and guaranteed by SIR Theme Parks Limited, SIR HP Limited, Charcoal Midco

2 Limited, SIR Theme Parks Limited, SIR ATP Limited, SIR ATH Limited, SIR WC Limited, SIR

TP Limited and SIR HP Limited.

The Merlin Leisure Facility Agreement is governed by English law.

12.4 M&G 2016 Hotels Facility Agreement

SIR Unitholder 1 Limited has entered into a facility agreement as borrower which was

originally dated 5 October 2016 and was amended by an amendment agreement dated

29 October 2021 with, M&G Investment Management Limited as arranger and CBRE Loan

Services Limited as agent and security agent.

The facility agreement provides a sterling term loan in an aggregate amount of up to

£60,000,000 (the “M&G 2016 Facility”). The lenders under the facility agreement may also

make property protection loans from time to time.

The purpose of the M&G 2016 Facility is to finance the on-lending to certain unit trusts to

assist with refinancing their existing indebtedness and the payment of any fees, costs and

expenses, stamp registration and other taxes incurred by any obligor in connection with the

refinancing and approved by the majority lenders (i.e. lenders holding a 66 2/3 per cent.

proportion of commitments under the M&G 2016 Facility).

The M&G 2016 Facility is repayable in full on the date which falls on the 7th anniversary of

the utilisation date, being 13 October 2023.

Interest on the M&G 2016 Facility is the aggregate of 2 per cent. and 0.7085 per cent. The

rate of any interest payable is increased by 2 percentage points per annum for overdue

amounts.

The following fees are or were payable in relation to the M&G 2016 Facility: upfront fee

(£570,000, being 0.95 per cent. of the total commitments under the M&G 2016 Facility),

agency fee (£20,000 per annum payable quarterly in advance, the first instalment was

payable on a pro-rata basis on the first utilisation date) and security agency fee (£2,500 per

annum payable quarterly in advance, the first instalment was payable on a pro-rated basis

on the first utilisation date).

As is UK market practice for real estate finance investment facilities, all net rental income

received by the obligors is required to be paid into a rent account charged to and controlled

by the lenders. Amounts standing to the credit of the rent account are required to be used,

on each quarterly interest payment date, first to service any amounts unpaid under the M&G

2016 Facility (including any unpaid amounts owing to the agent, the arranger or the security

agent, any interest on any property protection loans, the interest on any property protection

loans, accrued interest and fees, principal due, any other sum payable to the finance

parties), then to fund the payment of any operating costs and expenses payable in the

interest period ending on the relevant interest payment date and as set out in the most

recent business plan.

If there is any surplus it will be applied as follows: (i) (A) if the loan to value ratio is less

than or equal to 40 per cent. and (B) the projected interest cover is above 300 per cent.

and/or the historical interest cover is above 300 per cent.: to fund the general account which
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is controlled by the borrower; (ii) (A) the loan to value ratio is greater than 40 per cent. but

below 45 per cent. and (B) the projected interest cover is above 300 per cent. and/or the

historical interest cover is above 300 per cent.: 50 per cent. of such surplus towards

the deposit account which is a blocked account and 50 per cent. of such surplus towards the

general account which is controlled by the borrower; or (iii) if the loan to value is greater

than 45 per cent., the projected interest cover is less than 300 per cent. and/or the historical

interest cover is less than 300 per cent.: to fund the deposit account which is controlled by

the lenders. The agent is only obliged to make such withdrawals from the rent account if (i)

no default is continuing and (ii) the repeating representations are correct in all material

respects and will be correct in all material respects immediately after the withdrawal.

The facility agreement includes mandatory prepayment provisions in relation to illegality and

change of control. It also includes a number of mandatory prepayment events where a

borrower has received specific funds, for example in respect of any proceeds received from

the disposal of a property or the shares or unites in an obligor in accordance with the facility

agreement, any lease surrender or amendment premiums, any proceeds of insurances

required to be paid into the deposit account, the proceeds of a claim against the vendor of

the shares or units in any obligor or any property or any of its affiliates (or any employee,

officer or adviser) the provider of any property report or the provider of any other due

diligence report (in its capacity as provider of the same) in connection with the acquisition,

development, financing or refinancing of the shares or units in any obligor or any property.

The facility agreement includes a mechanism for voluntary prepayments on 10 business

days’ notice to the lenders, with any voluntary prepayment being in a minimum amount of

£1,000,000.

Any prepayment (or declaration by the agent of a loan being immediately due and payable)

(but excluding prepayments triggered by (i) illegality, (ii) a particular lender invoking a tax

gross-up or increased costs (but only if it was not within the control of an obligor to prevent

such unlawfulness, tax gross up or increased cost) or (iii) a compulsory purchase order or

receipt of disposal proceeds relating to any part of any property that is compulsorily

purchased (but only to the extent that the compensation or disposal proceeds received by

the relevant obligor do not include an amount in compensation for a prepayment fee) and

the prepayment is of all outstanding loans and such prepayment occurs within the 6 month

period prior to the termination date) would give rise (or would have given rise) to a

prepayment fee of an amount equal to the net present value as at the prepayment date of

the schedule of quarterly cash flows (as calculated in accordance with facility agreement)

discounted at the internal rate of return that would be generated by the prepayment amount

expressed as a percentage rate per annum calculated by the lenders, acting reasonably, in

respect of the prepayment date on the basis that the lenders had lent an amount equal to

the prepayment amount to any person (on a non-amortising basis and on the basis of

interest falling due on each scheduled interest payment date under the M&G 2016 Facility

Agreement) at the rate which is the percentage rate per annum that is the aggregate of (i)

the gross redemption yield (expressed as a percentage) of £100 in nominal value of the

United Kingdom Treasury 2.25 per cent. 2023 Gilt as at close of business on the date falling

three business days preceding the prepayment date and (ii) 0.25 per cent., for the period

starting from the prepayment date and ending on the termination date under the M&G 2016

Facility. If this amount is equal to or less than zero, then the redemption fee shall be zero.

The obligations in respect of the M&G 2016 Facility and ancillary documents are secured by,

among others, SIR Unitholder 1 Limited and SIR Unitholder 2 Limited.

The financial performance of the borrower is tested by the lenders against a number of

financial covenants, pursuant to which the borrower must ensure that: (i) historical interest

cover where the rent collected during the previous 12 months must be at all times, at least

250 per cent.; (ii) projected interest cover where the rent due to be collected over the next

12 months must be at least 250 per cent. of the interest and other costs due to the lenders

under the M&G 2016 Facility during the next 12 months; and (iii) loan to value, measuring

the principal outstanding under the M&G 2016 Facility against the value of the properties

secured to the lenders, which must be no more than 50 per cent. These financial covenants

shall be tested quarterly.
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The facility agreement permits the borrower to cure a breach of any of the above financial

covenant tests, subject to a limit, as it relates to a cure of the historical interest cover ratio

or the projected interest cover ratio, of four cures during the term of the M&G 2016 Facility

and a prohibition on 2 consecutive cures and such that (irrespective of the type of covenant

breach) no more than 2 remedies of any type can be used consecutively and no more than

4 remedies of any type can be used in total. The borrower can cure a breach of a financial

covenant test by paying an amount into an account charged to and controlled by the lenders

or prepaying the loan in accordance with the voluntary prepayment mechanism referred to

above.

The facility agreement contains customary events of default, representations, warranties,

covenants and undertakings for a loan agreement of this type.

The facility agreement also contains customary restrictions on the power of the obligors to

assign or transfer their rights and obligations under the finance documents and restrictions

on change of control.

The facility agreement is governed by English law.

12.5 M&G 2018 Hotels Facility Agreement

Each of SIR Unitholder 3 Limited and SIR Maple 4 Limited has entered into a facility

agreement as borrower which was originally dated 6 April 2018 and was amended and

restated on 29 October 2021 with, M&G Investment Management Limited as arranger and

CBRE Loan Services Limited as agent and security agent.

The facility agreement provides a sterling term loan in an aggregate amount of equal of up

to £68,700,000 (the “M&G 2018 Facility”). The lenders under the facility agreement may

also make property protection loans from time to time.

The purpose of the M&G 2018 Facility is to finance the purchase of units in the certain unit

trusts (associated with 2 projects) and towards on-lending to the applicable unit trusts to

assist with refinancing their existing indebtedness and the payment of any fees, costs and

expenses, stamp registration and other taxes incurred by any obligor in connection with the

refinancing and approved by the majority lenders (i.e. lenders holding a 66 2/3 per cent.

proportion of commitments under the M&G 2018 Facility).

The M&G 2018 Facility is repayable in full on the date which falls on the 5th anniversary of

the first utilisation date, being 24 April 2023, provided acceptable hedging is in place.

Interest on the M&G 2018 Facility can either be fixed or floating, depending on the choice

made at the time of drawdown. The total fixed rate commitment is £52,172,189.73. The total

floating rate commitment is £16,527,810.27. Interest on a fixed rate loan for each interest

period is the percentage rate per annum which is the aggregate of 1.90 per cent. and

1.345 per cent. Interest on a floating rate loan for each interest period is the percentage rate

per annum which is the aggregate of 2.32 per cent. and the SONIA rate for that day (which

may include a credit adjustment spread). The rate of any interest payable is increased by

2 percentage points per annum for overdue amounts.

The following fees are or were payable in relation to the M&G 2018 Facility: upfront fee

(0.85 per cent. of the utilisations made under the M&G 2018 Facility), agency fee (£22,500

per annum payable quarterly in advance, the first instalment was payable on a pro-rata basis

on the first utilisation date) and security agency fee (£3,000 per annum payable quarterly in

advance, the first instalment was payable on a pro-rated basis on the first utilisation date).

As is UK market practice for real estate finance investment facilities, all net rental income

received by the obligors is required to be paid into a rent account charged to and controlled

by the lenders. Amounts standing to the credit of the rent account are required to be used,

on each quarterly interest payment date, first to service any amounts unpaid under the M&G

2018 Facility (including any unpaid amounts owing to the agent, the arranger or the security

agent, any interest on any property protection loans, the interest on any property protection

loans, accrued interest and fees, principal due, any other sum payable to the finance

parties), then to fund the payment of any operating costs and expenses payable in the
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interest period ending on the relevant interest payment date and as set out in the most

recent budget.

If there is any surplus it will be applied as follows: (i) if the loan to value ratio is below 40

per cent.: to fund the general account which is controlled by the borrowers; (ii) if the loan

to value ratio is greater than 40 per cent.: 50 per cent. of such surplus towards the deposit

account which is a blocked account and 50 per cent. of such surplus towards the general

account which is controlled by the borrowers; or (iii) if the loan to value is greater than 45

per cent. and/or the projected interest cover is less than 300 per cent. and/or (A) while the

company voluntary arrangement in respect of Travelodge Hotels Limited approved on 19

June 2020 is effective: from 6 April 2018 up to and including 29 July 2020, historical interest

cover is less than 300 per cent.; as at 29 October 2020, historical interest cover is less than

270 per cent.; as at 29 January 2021, historical interest cover is less than 165 per cent.; as

at 29 April 2021, historical interest cover is less than 235 per cent.; and from 29 July 2021,

historical interest cover is less than 300 per cent. or (B) following the time where the

company voluntary arrangement in respect of Travelodge Hotels Limited approved on 19

June 2020 ceases to be effective: historical interest cover is less than 300 per cent.: to fund

the deposit account which is controlled by the lenders. The agent is only obliged to make

such withdrawals from the rent account if (i) no default is continuing and (ii) the repeating

representations are correct in all material respects and will be correct in all material respects

immediately after the withdrawal.

The facility agreement includes mandatory prepayment provisions in relation to illegality and

change of control. It also includes a number of mandatory prepayment events where a

borrower has received specific funds, for example in respect of any proceeds received from

the disposal of a property or the shares or unites in an obligor in accordance with the facility

agreement, any lease surrender or amendment premiums, any proceeds of insurances, title

indemnity, warranty and indemnity or equivalent insurance required to be paid into the

deposit account, the proceeds of a claim against the provider of any property report or the

provider of any other due diligence report (in its capacity as provider of the same) in

connection with the acquisition, development, financing or refinancing of the shares or units

in any obligor or any property. The facility agreement includes a mechanism for voluntary

prepayments on 10 banking days’ notice to the lenders, with any voluntary prepayment

being in a minimum amount of £1,000,000.

Any prepayment of a fixed rate loan (or declaration by the agent of a fixed rate loan being

immediately due and payable) (but excluding prepayments triggered by (i) illegality (ii) a

particular lender invoking a tax gross-up or increased costs (but only if it was not within the

control of an obligor to prevent such unlawfulness, tax gross up or increased cost) or (iii) a

compulsory purchase order or receipt of disposal proceeds relating to any part of any

property that is compulsorily purchased (but only to the extent that the compensation or

disposal proceeds received by the relevant obligor do not include an amount in compensation

for a prepayment fee)) would give rise (or would have given rise) to a prepayment fee of an

amount equal to the net present value as at the prepayment date of the schedule of quarterly

cash flows (as calculated in accordance with facility agreement) discounted at the internal

rate of return that would be generated by the prepayment amount expressed as a

percentage rate per annum calculated by the lenders, acting reasonably, in respect of the

prepayment date on the basis that the lenders had lent an amount equal to the prepayment

amount to any person (on a non-amortising basis and on the basis of interest falling due on

each scheduled interest payment date under the M&G 2018 Facility) at the rate which is the

percentage rate per annum that is the aggregate of (i) the gross redemption yield (expressed

as a percentage) of £100 in nominal value of the United Kingdom Treasury 2.25 per cent.

2023 Gilt as at close of business on the date falling three business days preceding the

prepayment date and (ii) 0.25 per cent., for the period starting from the prepayment date

and ending on the termination date under the M&G 2018 Facility. If this amount is equal to

or less than zero, then the redemption fee shall be zero.

The obligations in respect of the M&G 2018 Facility and ancillary documents are secured by,

among others, SIR Maple 4 Limited; SIR Unitholder 3 Limited and SIR Unitholder 4 Limited.
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The financial performance of the borrowers is tested by the lenders against a number of

financial covenants, pursuant to which the borrowers must ensure that: (i) historical interest

cover where the rent collected during the previous 12 months must be (A) while the company

voluntary arrangement in respect of Travelodge Hotels Limited approved on 19 June 2020 is

effective: at all times from and including 6 April 2018 and including 29 October 2020, at least

250 per cent., as at 29 January 2021, at least 165 per cent., as at 29 April 2021, at least

235 per cent. and at all times from and including 29 July 2021, at least 250 per cent.; and

(B) after the company voluntary arrangement in respect of Travelodge Hotels Limited

approved on 19 June 2020 ceases to be effective: at all times, at least 250 per cent.; (ii)

projected interest cover where the rent due to be collected over the next 12 months must

be at least 250 per cent. of the interest and other costs due to the lenders under the M&G

2018 Facility during the next 12 months; and (iii) loan to value, measuring the principal

outstanding under the M&G 2018 Facility against the value of the properties secured to the

lenders, which must be no more than 50 per cent. These financial covenants shall be tested

quarterly.

The facility agreement permits the borrowers to cure a breach of any of the above financial

covenant tests, subject to a limit, as it relates to a cure of the historical interest cover ratio

or the projected interest cover ratio or to cure a cash trap event, of four cures during the

term of the M&G 2018 Facility and a prohibition on cures in any more than 2 consecutive

interest periods and such that (irrespective of the type of covenant breach) no more than 2

remedies of any type can be used consecutively and no more than 4 remedies of any type

can be used in total. The borrowers can cure a breach of a financial covenant test by paying

an amount into an account charged to and controlled by the lenders or prepaying the loan

in accordance with the voluntary prepayment mechanism referred to above.

The facility agreement contains customary events of default, representations, warranties,

covenants and undertakings for a loan agreement of this type.

The facility agreement also contains customary restrictions on the power of the obligors to

assign or transfer their rights and obligations under the finance documents and restrictions

on change of control.

The facility agreement is governed by English law.

12.6 HSBC Leisure Facility Agreement

Each of SIR Maple 1 Limited, SIR Maple 2 Limited and SIR Maple 3 Limited entered into a

facility agreement as borrower which was originally dated 29 June 2018 as amended

pursuant to an amendment agreement dated 5 November 2021 and as further amended

pursuant to an amendment agreement dated 16 November 2021, with HSBC Bank plc as

arranger, agent and security agent.

The facility agreement provides a sterling term loan in an aggregate amount of up to

£60,000,000 (the “HSBC Leisure Facility”). The lenders under the facility agreement may

also make cure loans from time to time.

The purpose of HSBC Leisure Facility is to finance or refinance the cost of acquisition of

certain properties and each of the unit trust schemes known as MIF I Unit Trust and MIF I

Project B Unit Trust and to finance the payment of any fees, costs and expenses incurred in

connection such acquisition.

The HSBC Leisure Facility is repayable in full on the date which falls on the 5th anniversary

of the facility agreement, being 29 June 2023.

The interest rate on the HSBC Leisure Facility is the percentage rate per annum which is the

aggregate of 1.8 per cent. per annum and the compounded reference rate for that day

(SONIA) and may include a credit adjustment spread. The rate of any interest payable is

increased by 2 percentage points per annum for overdue amounts.

The following fees are or were payable in relation to the HSBC Leisure Facility: commitment

fee (0.5 per cent. per annum on the each lender’s available commitment for the period from

2 July 2018 to 2 January 2019) and arrangement fee of £600,000.
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As is UK market practice for real estate finance investment facilities, all net rental income as

well as any amounts payable under any hedging agreements received by the obligors is

required to be paid into a rent account charged to and controlled by the lenders. Amounts

standing to the credit of the rent account are required to be used, on each quarterly interest

payment date, first to service any amounts unpaid under the HSBC Leisure Facility (including

any payment of accrued interest on any cure loans, principal, fees, periodic payments to

hedge counterparties, as well as payment of principal under the HSBC Leisure Facility and

payments required to be made to hedge counterparties as a result of termination or closing

out due but unpaid under any hedging agreement). Any surplus will be used to fund (i) if the

loan to value is in excess of 40 per cent. but below 45 per cent.: a rectification account (as

to 50 per cent. of such surplus) and the general account (as to the other 50 per cent. of such

surplus); (ii) if the loan to value is in excess of 45 per cent.: the rectification account (as to

the whole of that surplus), or (iii) if the loan to value is below 40 per cent.: the general

account (as to the whole of that surplus). The security agent is only obliged to make such

withdrawals from the rent account if (i) no default is continuing and (ii) the repeating

representations are correct in all material respects and will be correct in all material respects

immediately after the withdrawal.

The facility agreement includes mandatory prepayment provisions in relation to illegality and

change of control. It also includes a number of mandatory prepayment events where a

borrower has received specific funds, for example any lease surrender or amendment

premiums, any amount payable to the borrowers as a result of termination or closing out

under a hedging agreement, amounts received from an insurer that are not used to reinstate

the property or the proceeds of a claim against the vendor of shares or units in any obligor

or any property or any of its affiliates or the provider of any property report or other due

diligence report in connection with the acquisition, development, financing or refinancing of

shares or units in any obligor or any property, or the proceeds of all compensation and/or

damages for the compulsory purchase of, or any blight or disturbance affecting, any

property. The facility agreement includes a mechanism for voluntary prepayments on 5

Business Days’ notice to the lenders, with any voluntary prepayment being in a minimum

amount of £100,000.

Any prepayment or cancellation (other than prepayments triggered by illegality, by the

repayment of a particular lender due to a tax gross-up or increased costs or in respect of the

first £10,000,000 of gross proceeds of any disposal of a property owned by SIR Maple

3 Limited as permitted by the facility agreement) would give rise (or would have given rise)

to a prepayment fee being (i) if the prepayment or cancellation occurs on or before 29 June

2019, 125 per cent. of the amount prepaid or cancelled; (ii) if the prepayment or cancellation

occurs after 29 June 2019 but on or before the 29 June 2020, 1.00 per cent. of the amount

prepaid or cancelled; and (iii) if the prepayment or cancellation occurs after 29 June 2020

but before 29 June 2021, 0.75 per cent. of the amount prepaid or cancelled.

The obligations in respect of the HSBC Leisure Facility and ancillary documents are secured

and guaranteed by Sir Maple 1 Limited, Sir Maple 2 Limited, Sir Maple 3 Limited, Sir

Unitholder 5 Limited and Sir Maple Holdco Limited.

The financial performance of the borrowers is tested by the lenders against a number of

financial covenants, pursuant to which the borrowers must ensure: (i) minimum historical

interest cover, where the rent collected during the previous 12 months must be at least

150 per cent. of the interest and other costs due to the lenders under the HSBC Leisure

Facility during the previous 12 months; (ii) minimum projected interest cover, where the rent

due to be collected over the next 12 months must be at least 150 per cent. of the interest

and other costs due to the lenders under the HSBC Leisure Facility during the next 12

months; and (iii) maximum loan to value, measuring the principal outstanding under the

HSBC Leisure Facility against the value of the properties secured to the lenders, which must

be no more than 50 per cent. These financial covenants are tested quarterly.

The facility agreement permits the borrowers to cure a breach of any of the above financial

covenant tests, subject to a limit of four cures during the term of the HSBC Leisure Facility

and a prohibition on cures (i) as it relates to a cure of the historical interest cover ratio or

the projected interest cover ratio, in any more than 2 consecutive interest periods, and (ii)
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as it relates to a cure of the loan to value ratio, in any more than 3 consecutive interest

periods. The borrowers can cure a breach of a financial covenant test by paying an amount

into an account charged to and controlled by the lenders or prepaying the loan in accordance

with the voluntary prepayment mechanism detailed above.

The borrowers can ask the lenders for consent to the disposal of a property secured to the

lenders provided no default is continuing or would result from such disposal and the disposal

is on arm’s length terms to an unrelated party.

The facility agreement contains customary events of default, representations, warranties,

covenants and undertakings for a loan agreement of this type.

The facility agreement also contains customary restrictions on the power of the obligors to

assign or transfer their rights and obligations under the finance documents and restrictions

on change of control.

The facility agreement is governed by the laws of England and Wales.

12.7 L&G Healthcare Facility Agreement

SIR Hospitals Propco Limited entered into a facility agreement as borrower dated

7 September 2015, with LGIM Commercial Lending Limited as arranger and Legal & General

Pensions Limited (and others) as lenders, with the subsidiaries of SIR Hospitals Propco

Limited as guarantors.

The facility agreement provides a sterling facility of £220,000,000 (the “L&G Healthcare

Facility”), which is fully drawn and of which £63,359,000 is outstanding as at the date of

this document.

The L&G Healthcare Facility is repayable in full on the tenth anniversary of the drawdown

date, being 7 September 2025. The L&G Healthcare Facility amortises in an aggregate total

amount of £10,000,000 divided into equal instalments and with an instalment due on each

quarterly interest payment date and the termination date.

The interest rate on the L&G Healthcare Facility is 4.29 per cent. per annum. The rate of any

interest payable is increased by 2 percentage points per annum for overdue amounts.

The following fees are or were payable in relation to the L&G Healthcare Facility:

arrangement fee (£1,650,000 payable on the drawdown date); agency fees (£30,750 per

annum (inclusive of VAT), with the first payment being on the drawdown date and

subsequent payments on each anniversary thereafter); and monitoring fees (£79,250 with

the first payment being on the drawdown date and subsequent payments on the anniversary

thereafter).

As is UK market practice for real estate finance investment facilities, all net rental income

received by the subsidiaries of SIR Hospitals Propco Limited is required to be paid into a rent

account charged to and controlled by the lenders. Amounts standing to the credit of the rent

account are required to first be used to service any amounts unpaid under the L&G

Healthcare Facility, with any surplus paid into a general account controlled by SIR Hospitals

Propco Limited on each quarterly interest payment date. No funds will be paid into the

general account if either (i) an event of default is continuing under the L&G Healthcare

Facility (or would result from the making of such payment into the general account) or (ii)

an obligor is unable to repeat certain representations set out in the facility agreement. If

certain interest cover financial tests have not been satisfied, rather than amounts being paid

into the general account, amounts will instead be used to settle corporate running costs,

overheads and tax liabilities of the obligors with the balance being paid into a blocked cure

account.

The facility agreement includes mandatory prepayment provisions in relation to illegality and

change of control of the borrower sub-group. It also includes a number of mandatory

prepayment events where the borrower has received specific funds, for example any lease

surrender or amendment premiums, amounts received from an insurer that are not used to

reinstate the property or the proceeds of the sale of a property secured in favour of the
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lenders or the sale of the shares in a subsidiary of SIR Hospitals Propco Limited. The facility

agreement includes a mechanism for voluntary prepayments on 15 Business Days’ notice to

the lenders, with any voluntary prepayment being in a minimum amount of £10,000,000.

Any prepayment (other than prepayments triggered by illegality or on the repayment of a

particular lender due to a tax gross-up or increased costs) would give rise to a prepayment

fee being the higher of (i) the principal amount prepaid; and (ii) an amount calculated in

accordance with a ‘spens’ formula set out in the facility agreement which determines the

present value of future cash flows in respect of the prepaid amount discounted at a rate of

0.50 per cent. plus the applicable ask yield on the applicable sterling swap.

The financial performance of the SIR Hospitals Propco Limited group is tested by the lenders

against a number of financial covenants, being: (i) a projected interest cover test where the

rent due to be collected over the next 12 months must be at least 150 per cent. of the

interest and other costs due to the lenders under the L&G Healthcare Facility during the next

12 months; and (ii) a loan to value test, measuring the principal outstanding under the L&G

Healthcare Facility against the value of the properties secured to the lenders, which must be

no more than 80 per cent. after the fourth anniversary of the L&G Healthcare Facility until

and including the eighth anniversary of the L&G Healthcare Facility, and after the eighth

anniversary of the L&G Healthcare Facility, no more than 75 per cent. These financial

covenants shall be tested on 1 August of each year by reference to the most recent

compliance certificate and each valuation.

The facility agreement permits the borrower to cure a breach of any of the above financial

covenant tests, subject to a limit of five cures during the term of the L&G Healthcare Facility

and a prohibition on cures in any more than two consecutive years. The borrower can cure

a breach of a financial covenant test by paying an amount into an account charged to and

controlled by the lenders, prepaying the loan in accordance with the voluntary prepayment

mechanism detailed above or by granting security to the lenders over an additional property

brought into the SIR Hospitals Propco Limited group structure.

The facility agreement contains customary events of default, representations, warranties,

covenants and undertakings for a loan agreement of this type.

The borrower can ask the lenders for consent to the disposal of a property secured to the

lenders and the acquisition of a new property provided that the new property is located in

the United Kingdom and the market value and passing rent for the acquired property is at

least equal to the market value and passing rent of the property being sold.

The L&G Healthcare Facility is secured by (i) an English law security agreement containing

first priority legal mortgages, first priority fixed charges, floating charges and assignments

of intercompany debt between SIR Hospitals Propco Limited and its subsidiaries and (ii) a

limited recourse English law parent security agreement containing a fixed charge over the

shares in SIR Hospitals Propco Limited held by SIR Umbrella Limited and related rights and

an assignment of all intercompany debt between SIR Umbrella Limited and other transaction

obligors.

The facility agreement also contains customary restrictions on the power of the obligors to

assign or transfer their rights and obligations under the finance documents and restrictions

on change of control of the borrower sub-group.

The facility agreement is governed by English law.

12.8 AIG Healthcare Facility Agreement

SIR Healthcare 2 Limited entered into a facility agreement dated 25 September 2015 as

borrower with AIG Asset Management (Europe) Limited as arranger and various lenders

being The Variable Annuity Life Insurance Company, American General Life Insurance

Company, National Union Fire Insurance Company of Pittsburgh, PA. and American Home

Assurance Company, with the subsidiaries of SIR Healthcare 2 Limited as guarantors.
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The facility agreement provides a sterling facility of £315,600,000 (the “AIG Healthcare

Facility”), which is fully drawn and of which £294,854,704 is outstanding as at the date of

this document.

The AIG Healthcare Facility is repayable in full on the tenth anniversary of the drawdown

date, although SIR Healthcare 2 Limited can request to extend the termination date by a

further period of 90 days.

The interest rate on the AIG Healthcare Facility is 5.296 per cent. per annum. The rate of

any interest payable is increased by 2 percentage points for overdue amounts.

The following fees are or were payable in relation to the AIG Healthcare Facility: arrangement

fee, agency fees and security agency fees (with £3,157,500 payable on the drawdown date

in respect of the arrangement fee and £1,875 payable quarterly in arrears in respect of the

agency and security agency fees).

As is UK market practice for real estate finance investment facilities, all net rental income

received by the subsidiaries of SIR Healthcare 2 Limited is required to be paid into a rent

account charged to and controlled by the lenders. Amounts standing to the credit of the rent

account are required to first be used to service any amounts unpaid under the AIG

Healthcare Facility, with any surplus paid into a general account controlled by SIR Healthcare

2 Limited on each quarterly interest payment date. No funds will be paid into the general

account if a default is continuing under the AIG Healthcare Facility or if loan to value and

debt service cover financial tests have not been satisfied (although £120,000 would still be

paid into the general account each quarter to pay for operating expenses of the obligors if

any financial covenant test is not met).

The facility agreement includes mandatory prepayment provisions in relation to illegality and

change of control of the borrower sub-group. It also includes a number of mandatory

prepayment events where the borrower has received specific funds, for example any lease

surrender or amendment premiums, amounts received from an insurer that are not used to

reinstate the property or the proceeds of the sale of a property secured in favour of the

lenders or the sale of the shares in a subsidiary of SIR Healthcare 2 Limited. The facility

agreement includes a mechanism for voluntary prepayments on 15 Business Days’ notice to

the lenders, with any voluntary prepayment being in a minimum amount of £10,000,000.

Any prepayment (other than prepayments triggered by illegality or on the repayment of a

particular lender due to a tax gross-up or increased costs) would give rise to a prepayment

fee, being the greater of (i) 1 per cent. of the amount prepaid; and (ii) an amount calculated

to be the interest that would have been due to the lenders on such amount prepaid for the

remainder of the term of the loan, but with such interest amount discounted using the

interpolated GBP swap rate at the date of calculation.

The financial performance of the SIR Healthcare 2 Limited group is tested by the lenders

against a number of financial covenants, being: (i) a historic interest cover test where the

rent collected during the previous 12 months must be at least 120 per cent. of the interest

and other costs due to the lenders under the AIG Healthcare Facility during the previous 12

months; (ii) a projected interest cover test where the rent due to be collected over the next

12 months must be at least 120 per cent. of the interest and other costs due to the lenders

under the AIG Healthcare Facility during the next 12 months and (iii) a loan to value test,

measuring the principal outstanding under the AIG Healthcare Facility against the value of

the properties secured to the lenders, which must be no more than 85 per cent. in the first

year of the AIG Healthcare Facility and reducing in steps to 74 per cent. in the tenth year of

the AIG Healthcare Facility.

The facility agreement permits the borrower to cure a breach of any of the above financial

covenant tests, subject to a limit of six cures during the term of the AIG Healthcare Facility

and a prohibition on cures in consecutive financial quarters. The borrower can cure a breach

of a financial covenant test by paying an amount into an account charged to and controlled

by the lenders, prepaying the loan in accordance with the voluntary prepayment mechanism

207



detailed above or by granting security to the lenders over an additional property brought into

the SIR Healthcare 2 Limited group structure.

The facility agreement contains customary events of default, representations, warranties,

covenants and undertakings for a loan agreement of this type.

The borrower can ask the lenders for consent to the disposal of a property secured to the

lenders and the acquisition of a new property provided that the new property is located in

the United Kingdom and the market value and passing rent for the acquired property is at

least equal to the market value and passing rent of the property being sold.

The AIG Healthcare Facility is secured by (i) an English law security agreement containing

first priority legal mortgages, first priority fixed charges and floating charges, (ii) a limited

recourse English law parent security agreement containing a fixed charge over the shares in

SIR Healthcare 2 Limited held by SIR Healthcare 1 Limited and related rights and an

assignment of all intercompany debt owed by SIR Healthcare 2 Limited to SIR Healthcare 1

Limited and (iii) an English law subordinated creditor’s security agreement containing

assignments of all intercompany debt between SIR Healthcare 2 Limited and each of its

subsidiaries.

The facility agreement also contains customary restrictions on the power of the obligors to

assign or transfer their rights and obligations under the finance documents and restrictions

on change of control of the borrower sub-group.

The facility agreement is governed by English law.

13.      Synergy information                                                                                                       

Paragraph 4 of Part 1 (Letter from the Chairman) of this document contains statements of estimated

cost savings and synergies expected to arise from the Merger (together, the “Quantified Financial

Benefits Statement”). A copy of the Quantified Financial Benefits Statement is set out below:

“The LXi Directors, having reviewed and analysed the potential cost savings of the Combined Group,

as well as taking into account factors they can influence, believe the Combined Group can deliver

shareholder value through the expected realisation of approximately £8.6 million of pre-tax

recurring run-rate cost synergies by the end of the first year following the Effective Date.

The cost synergies are expected to be realised principally from:

• Investment advisory fees: unification of investment advisory services under the LXi

Investment Advisor, delivering an expected £7.5 million of run-rate cost synergies derived

from lower investment advisory fees charged on the SIR investment properties and the

reduction in the fee scale applied to calculate the fees payable by LXi to the LXi Investment

Advisor for its investment advisory services pursuant to the Amended and Restated

Investment Advisory Agreement; and

• Corporate and administrative: rationalisation of duplicate listing, administration and

operational expenses delivering an estimated £1.1 million of run-rate cost synergies.

The LXi Directors do not expect that any one-off costs in connection with realising the expected cost

synergies will be material. The identified cost savings will accrue as a direct result of the Merger and

would not be achieved on a standalone basis.

Potential areas of dis-synergy have been considered and were determined by the LXi Directors to be

immaterial for the analysis.

These statements relating to identified cost savings and estimated savings relate to future actions

or circumstances which by their nature involve risks, uncertainties and contingencies. As a

consequence, the identified synergies and estimated savings referred to may not be achieved, may

be achieved later or sooner than estimated, or those achieved could be materially different from

those estimated.”
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Bases of belief and principal assumptions

Following initial discussion regarding the Merger, a LXi synergy development team, which comprises

senior LXi personnel has worked to identify, challenge, and quantify potential synergies as well as

the potential costs to achieve and timing of such synergies. The assessment and quantification of

potential synergies have been informed by LXi management’s industry expertise and knowledge.

In preparing the Quantified Financial Benefits Statement, SIR has shared certain operational and

financial information to facilitate a detailed analysis in support of evaluating the potential synergies

available from the creation of the Combined Group. The LXi team has performed a bottom-up

analysis of the costs included in the SIR financial information and has sought to include in the

synergy analysis those costs which it believes will be either reduced or eliminated as part of the

Combined Group.

The investment advisory fee savings are based on applying the new lower investment advisory fee

bands and assumptions regarding the estimated combined market capitalisation. Management’s

estimate of one-off costs assumes no termination fees in respect of the SIR Investment Advisory

Agreement will be payable by SIR or LXi.

The cost bases used as the basis for the quantified financial benefits exercise are the LXi full year

budgeted expenses for the financial year ended 31 March 2023, the SIR full year budgeted expenses

for the year ended 31 December 2022 and the external LXi and SIR property valuations as at

31 March 2022.

The LXi Directors have, in addition, made the following assumptions:

• The value of the Combined Group property portfolio remaining at or above the 31 March

2022 external valuation of £3.9 billion.

• LXi retains is status as a UK-REIT.

• There will be no material impact on the underlying operations of either LXi or SIR or their

ability to continue to conduct their businesses.

• There will be no material change to macroeconomic, political, regulatory or legal conditions

in the markets or regions in which LXi and SIR operate that will materially impact on the

implementation or costs to achieve the proposed cost savings.

• There will be no change in tax legislation or tax rates or other legislation in the UK or

Germany that could materially impact the ability to achieve any benefits.

Base figures for comparisons drawn

Regarding the cost synergies expected to be realised from changes in investment advisory fees (and

in particular the references to “lower investment advisory fees charged on the SIR investment

properties” and “the reduction in the fee scale applied to calculate the fees payable by LXi to the LXi

Investment Advisor”):

• details of the investment advisory fees currently payable by SIR to Prestbury under the SIR

Investment Advisory Agreement are set out in paragraph 12.2 of Part 9 (Additional

information) of this document;

• details of the investment advisory fees currently payable by LXi to the LXi Investment

Advisor under the Existing Investment Advisory Agreement are set out in paragraph 17.2 of

Part 2 (Information on the LXi Group) of this document; and

• details of the investment advisory fees that will be payable by LXi to the LXi Investment

Advisor on the Combined Group’s assets under the Amended and Restated Investment

Advisory Agreement are set out in paragraph 17.2 of Part 2 (Information on the LXi Group)

of this document.
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Reports

As required by Rule 28.1(a) of the Takeover Code, KPMG, as reporting accountants to LXi, and

Jefferies, as lead financial adviser to LXi, have provided the opinions and reports required under that

Rule at the time of the Merger Announcement.

Notes

These statements are not intended as a profit forecast and should not be interpreted as such. These

statements of estimated synergies relate to future actions and circumstances which, by their nature,

involve risks, uncertainties and contingencies. As a result, the estimated synergies referred to may

not be achieved, or may be achieved later or sooner than estimated, or those achieved could be

materially different from those estimated. Neither the Quantified Financial Benefits Statement nor

any other statement in this document should be construed as a profit forecast or interpreted to mean

that LXi’s earnings in the first full year following the Effective Date, or in any subsequent period, will

necessarily match or be greater than or be less than those of LXi or SIR for the relevant preceding

financial period or any other period.

Due to the scale of the Combined Group, there may be additional changes to the Combined Group’s

operations. As a result, and given the fact that the changes relate to the future, the resulting

synergies may be materially greater or less than those estimated.

14.      Litigation

14.1 There are no governmental, legal or arbitration proceedings (including any such proceedings

which are pending or threatened of which the Company is aware) during the 12 months

preceding the date of this document which may have, or have had in the recent past, a

significant effect on the financial position or profitability of the Company and/or the LXi

Group during the 12 months preceding the date of this document.

14.2 There are no governmental, legal or arbitration proceedings (including any such proceedings

which are pending or threatened of which the Company is aware) during the 12 months

preceding the date of this document which may have, or have had in the recent past, a

significant effect on the financial position or profitability of SIR and/or the SIR Group during

the 12 months preceding the date of this document.

15.      Admission, clearing and settlement

All of the Existing LXi Shares are admitted to trading on the premium segment of the Main Market

and to the premium listing segment of the Official List.

As the Merger constitutes a reverse takeover under the Listing Rules, upon completion of the Merger,

the admission of the LXi Shares in issue immediately prior to completion of the Merger to the

premium listing segment of the Official List and to trading on the premium segment of the Main

Market will be cancelled. Applications will be made to the FCA and to the London Stock Exchange,

respectively, for (i) those LXi Shares subject to Cancellation to be simultaneously re-admitted to the

premium listing segment of the Official List and to trading on the Main Market; and (ii) the New LXi

Shares issued pursuant to the Merger to be admitted to the premium listing segment of the Official

List and to trading on the premium segment of the Main Market. It is expected that Admission will

become effective and that dealings on the London Stock Exchange in the LXi Shares will commence

at 8.00 a.m. (London time) at 8.00 a.m. (London time) on 7 July 2022.

No application is being made for the New LXi Shares to be dealt with in or on any stock exchange

or investment exchange other than the Main Market.

The New LXi Shares will be issued in registered form and may be held in either certificated or

uncertificated form. In the case of New LXi Shares to be issued in uncertificated form pursuant to

the Merger, these will be transferred to successful applicants through the CREST system. The New

LXi Shares will be eligible for settlement through CREST with effect from Admission.

CREST is a paperless settlement procedure enabling securities to be evidenced otherwise than by a

certificate and transferred otherwise than by written instrument. The Articles permit the holding of

LXi Shares under the CREST system. Settlement of transactions in the New LXi Shares following
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LXi Shares under the CREST system. Settlement of transactions in the New LXi Shares following

Admission may take place within the CREST system if any Shareholder so wishes.

The Company will arrange for CREST to be instructed to credit the appropriate CREST accounts of

the SIR Shareholders concerned or their nominees with their respective entitlements to the New LXi

Shares. The names of SIR Shareholders or their nominees that hold New LXi Shares through their

CREST accounts will be entered directly on to the share register of the Company.

Dealings in the New LXi Shares in advance of the crediting of the relevant stock account shall be at

the risk of the person concerned.

Where applicable, definitive share certificates in respect of the New LXi Shares are expected to be

despatched by post at the risk of recipients to the relevant holders by 20 July 2022. Prior to the

despatch of definitive share certificates in respect of any New LXi Shares which are held in

certificated form, transfer of those New LXi Shares will be certified against the Register. No

temporary documents of title will be issued.

The New LXi Shares to be issued to SIR Shareholders pursuant to the Merger will, following

Admission, rank pari passu in all respects with the Existing LXi Shares and will carry the right to

receive all dividends and distributions declared, made or paid on or in respect of the LXi Shares by

reference to a record date after Admission.

The Company does not guarantee that at any particular time market maker(s) will be willing to make

a market in the LXi Shares, nor does it guarantee the price at which a market will be made in the

LXi Shares. Accordingly, the market price of the LXi Shares may not necessarily reflect changes in

the NAV per LXi Share.

The LXi Shares are denominated in Sterling.   

16. Material interests

There are no interests that are material to the issue of New LXi Shares pursuant to the Merger and

no conflicting interests.

17. General

17.1 There will be no proceeds received by the LXi Group as a result of the issue of New LXi Shares

to SIR Shareholders in connection with the Merger. The total costs and expenses of, and

incidental to, the Merger and Admission payable by the Company, are estimated to amount

to approximately £13.9–15.8 million (including any irrecoverable VAT).

17.2 Alvarium Fund Managers (UK) Limited has given and not withdrawn its written consent to the

issue of this document with references to its name in the form and context in which such

references appear.

17.3 LXi REIT Advisors Limited accepts responsibility for and has authorised the inclusion (in the

form and context in which it is included) of the information contained the paragraphs entitled

“LXi Portfolio”, “Investment strategy”, “Investment Process”, “Market overview, trends and

competition” and “AIFM and Investment Advisor” in Part 2 of this document and declares

that, to the best of its knowledge, the information contained in those paragraphs is in

accordance with the facts and those parts of the document make no omission likely to affect

their import.

17.4 LXi REIT Advisors Limited has given and not withdrawn its written consent to the issue of this

document with references to its name in the form and context in which such references

appear.

17.5 Peel Hunt LLP has given and has not withdrawn its written consent to the inclusion in this

document of the references to its name in the form and context in which they appear.

17.6 Jefferies International Limited has given and has not withdrawn its written consent to the

inclusion in this document of the references to its name in the form and context in which

they appear.
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17.7 HSBC Bank PLC has given and has not withdrawn its written consent to the inclusion in this

document of the references to its name in the form and context in which they appear.

17.8 Barclays Bank PLC has given and has not withdrawn its written consent to the inclusion in

this document of the references to its name in the form and context in which they appear.

17.9 Knight Frank LLP of 55 Baker Street, Marylebone, London W1U 8AN, which is qualified for the

purposes of the valuation report in Part A of Part 7 of this document in accordance with the

RICS Valuation – Global Standards, January 2020, issued by the Royal Institution of

Chartered Surveyors, has given and not withdrawn its consent to the inclusion in this

document of its report in Part A of Part 7 of this document and to the issue of this document

with the inclusion of its name and references to it in the form and context in which they

appear and has authorised the contents of its report in Part A of Part 7 of this document for

the purposes of Prospectus Regulation Rule 5.3.2R(2)(f), in the form and context in which it

appears. Knight Frank LLP is a limited liability partnership incorporated in England and Wales

on 3 November 2003 (registered number OC305934) and its Legal Entity Identifier is

213800995RRALBMRYV38.

17.10 CBRE Limited of Henrietta House, Henrietta Place, London W1G 0NB, which is qualified for

the purposes of the valuation report in Part B of Part 7 of this document in accordance with

the RICS Valuation – Global Standards, January 2020, issued by the Royal Institution of

Chartered Surveyors, has given its consent to the inclusion in this document of its report in

Part B of Part 7 of this document and to the issue of this document with the inclusion of its

name and references to it in the form and context in which they appear and has authorised

the contents of its report in Part B of Part 7 of this document for the purposes of Prospectus

Regulation Rule 5.3.2R(2)(f), in the form and context in which it appears. CBRE Limited is a

private limited company incorporated in England and Wales on 27 March 1998 (registered

number 03536032).

17.11 There has been no material change in the valuation of the properties which are the subject of

the Property Valuation Reports that appear in Part 7 of this document since the date of the

relevant valuations contained in those reports.

17.12 Where third party information has been referenced in this document, the source of that third

party information has been disclosed. All information in this document that has been sourced

from third parties has been accurately reproduced and, as far as the Company is aware and

able to ascertain from information published by such third parties, no facts have been

omitted which would render the reproduced information inaccurate or misleading.

18. Auditors

The auditors to the Company are BDO LLP of 55 Baker Street, London W1U 7EU. BDO LLP is

registered to carry out audit work by the Institute of Chartered Accountants in England and Wales.

19. Depositary

Langham Hall UK Depositary LLP, of 8th floor, 1 Fleet Place, London EC4M 7RA, acts as the

Company’s depositary. The Depositary is authorised and regulated by the FCA. The Depositary is a

limited liability partnership registered in England and Wales with registered number OC388007 and

its telephone number is +44 (0)20 3597 7969. The Depositary was incorporated on 20 September

2013. The Depositary is not involved, directly or indirectly, with the business affairs, organisation,

sponsorship or management of the Company and is not responsible for the preparation of the

Prospectus and accepts no responsibility for any information contained in the Prospectus.
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20. Disclosures under the UK Market Abuse Regulation and Regulation (EU) No.

596/2014

The information disclosed by the Company under the UK Market Abuse Regulation over the last

12 months which is relevant as at the date of this document relates only to: (i) changes to the LXi

Group’s portfolio, which are disclosed in paragraph 7 of Part 2 of this document (“LXi Portfolio”) as

part of the disclosure of the LXi Group’s current portfolio that is included in that section;

(ii) dividends declared by the Company and target dividends, which are referred to in paragraph 5

of Part 2 of this document (“Dividend policy and target total NAV return”); (iii) changes in the

valuation of the LXi Group’s Properties, which are incorporated into the Property Valuation Report in

Part A of Part 7 of this document; (iv) changes in the LXi Group’s Net Asset Value and EPRA Net

Tangible Assets, which are incorporated into paragraph 8 of Part 2 of this document (“NAV and

investment returns”); and (v) published financial information of the LXi Group, which is incorporated

into Part 4 of this document.

21.      Documents incorporated by reference

The following parts of the 2021 Annual Report and Accounts and 2021 Interim Report, which have

been previously published, have been incorporated into this document by reference. The 2021

Annual Report and Accounts and 2021 Interim Report are available from the Company’s website at

www.LXiREIT.com and are available for inspection in accordance with paragraph 22 below.

                                                                                                                                           Page number(s)

Reference document             Information incorporated by reference                            in the document

 Highlights                                                                                    2-4
Chairman's Statement                                                                  6-7
Investment Advisor’s Report                                                        8-12
Climate risk strategy report                                                       13-17
Property portfolio                                                                          19
Key performance indicators                                                            25
EPRA performance measures                                                          26
Directors’ Report                                                                      35-37
Independent Auditor’s Report                                                    53-58
Consolidated Statement of Comprehensive Income                          60
Consolidated Statement of Financial Position                                    61
Consolidated Statement of Changes in Equity                                  62
Consolidated Cash Flow Statement                                                 63
Notes to the Consolidated Financial Statements                          64-86
Company Statement of Financial Position                                        87
Company Statement of Changes in Equity                                       88
Notes to the Company Financial Statements                               89-92
Notes to the EPRA and alternative performance measures                94

2021 Interim Report           Highlights                                                                                    2-3
Chairman's Statement                                                                  4-6
Investment Advisor's Report                                                        7-16
Environmental, social and governance                                        18-25
Property portfolio                                                                          26
Key performance indicators                                                       28-29
EPRA performance measures                                                          30
Independent Review Report                                                            33
Consolidated Statement of Comprehensive Income                          34
Consolidated Statement of Financial Position                                    35
Consolidated Statement of Changes in Equity                             36-37
Consolidated Cash Flow Statement                                                 38
Notes to the Consolidated Financial Statements                          39-67
Notes to the EPRA and alternative performance measures                68

22.      Documents on display

Copies of the following documents will be available for inspection at the registered office of the

Company and the offices of Stephenson Harwood LLP, 1 Finsbury Circus, London, EC2M 7SH during

normal business hours on any weekday (Saturdays, Sundays and public holidays excepted) from the

date of this document until the date of Admission and shall be available on the Company's website

(www.LXiREIT.com):

(a) this document;

(b) the Company's memorandum of association and Articles;

2021 Annual Report and
Accounts
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(c) the Property Valuation Reports of CBRE and Knight Frank contained in Part 7 of this

document;

(d) the 2021 Annual Report and Accounts;

(e) the 2021 Interim Report;

(f) the audited consolidated financial statements of the SIR Group for the three financial years

ended 31 December 2019, 31 December 2020 and 31 December 2021 (which are included

in the appendix to this document);

(g) the Merger Announcement; and

(h) the Scheme Document.

Dated: 1 June 2022
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Part 10

Definitions

The following definitions apply throughout this document unless the context requires otherwise:

the share issuance agreement originally dated 18 February

2021 and amended and restated on 20 January 2022 between

the Company, the AIFM, the Investment Advisor, Peel Hunt,

Jefferies, Jefferies GmbH and Alvarium Securities Limited, a

summary of which is set out in paragraph 11.7 of Part 9

(Additional information) of this document

the share issuance programme of Ordinary Shares described in

the securities note published by the Company on 18 February

2021, which expired on 17 February 2022

the annual report and audited accounts of the LXi Group for

the financial year ended 31 March 2021

“2021 Interim Report” the unaudited interim accounts of the LXi Group for the

six months ended 30 September 2021

“Acquisition Facility” the bridge term facility of a total maximum commitment of

£385 million with Barclays Bank plc and HSBC Bank plc which

is being made available to the Company under the Acquisition

Facility Agreement for the purposes of financing the Partial

Cash Alternative

the facility agreement dated 11 May 2022 pursuant to which

the Company secured the Acquisition Facility, a summary of

which is set out in paragraph 11.4 of Part 9 (Additional

information) of this document

“Adjusted LXi EPRA NTA” the estimated and adjusted EPRA NTA of the LXi Group,

calculated as set out in paragraph 8 of Part 2 (Information on

the LXi Group) of this document

“Adjusted SIR EPRA NTA” the estimated and adjusted EPRA NTA of the SIR Group,

calculated as set out in paragraph 1 of Part 3 (Information on

the SIR Group) of this document

the Adjusted LXi EPRA NTA divided by the number of LXi

Shares in issue (other than LXi Shares held in treasury) as at

the date of calculation

the Adjusted SIR EPRA NTA divided by the number of SIR

Shares in issue (other than SIR Shares held in treasury) as at

the date of calculation

“Administration Agreement” the administration agreement between the Company and the

Administrator, a summary of which is set out in

paragraph 11.15 of Part 9 (Additional information) of this

document

“Administrator” Langham Hall UK Services LLP

“Admission” admission of the New LXi Shares to be issued pursuant to the

Merger and re-admission of the LXi Shares that are subject to

Cancellation: (i) to trading on the premium segment of the

Main Market becoming effective in accordance with the LSE

Admission Standards; and (ii) to the premium listing segment

“2021 Share Issuance
Agreement”

“2021 Share Issuance
Programme”

“2021 Annual Report and
Accounts”

“Acquisition Facility
Agreement”

“Adjusted EPRA NTA per
LXi Share”

“Adjusted EPRA NTA per
SIR Share”
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of the Official List becoming effective in accordance with the

Listing Rules

“Aggregate Consideration” the Share Offer and the Partial Cash Alternative, being the

aggregate consideration payable to SIR Shareholders pursuant

to the Scheme

“AIC” the Association of Investment Companies

“AIC Code” the 2019 AIC Code of Corporate Governance

“AIFM” Alvarium Fund Managers (UK) Limited

“AIFM Rules” the UK's implementation of the European Union's Alternative

Investment Fund Managers Directive (No. 2071/61/EU) and all

legislation made pursuant thereto, including the Alternative

Investment Fund Managers Regulations 2013 and any other

applicable UK implementing legislation and regulations

“AIFMD” or “AIFM Directive” the European Union's Alternative Investment Fund Managers

directive (No. 2071/61/EU) and all legislation made pursuant

thereto, including, where applicable, the applicable

implementing legislation and regulations in each member state

of the European Union

“AIM” the market of that name operated by the London Stock

Exchange

“Amalfi” Amalfi B Limited, a private limited company incorporated in the

Isle of Man with registered number 019941V and whose

registered office is at Commerce House, 1 Bowring Road,

Ramsey, IM8 2LQ, Isle of Man

the amended and restated investment advisory agreement

dated 11 May 2022 between the Company, the AIFM and the

Investment Advisor, a summary of which is set out in

paragraph 11.14 of Part 9 (Additional information) of this

document

the amended and restated investment management

agreement dated 11 May 2022 between the Company and the

AIFM, a summary of which is set out in paragraph 11.13 of

Part 9 (Additional information) of this document

the amendment and restatement agreements between (i) the

Company and the AIFM and (ii) the Company, the AIFM and

the Investment Advisor, both dated 11 May 2022, pursuant to

which the Existing Investment Management Agreement and

the Existing Investment Advisory Agreement will be amended

and restated on the terms of the Amended and Restated

Investment Management Agreement and the Amended and

Restated Investment Advisory Agreement, respectively, with

effect from the Effective Date

“Articles” the articles of association of the Company

“Audit Committee” the audit committee of the Board

“Auditors” BDO LLP

“Backstop Facility” the unsecured term loan facility of up to £830 million with

Barclays Bank plc and HSBC Bank plc which is being made

available to LXi Finco Limited under the Acquisition Facility

Agreement for the purpose of refinancing any financial

“Amended and Restated
Investment Advisory
Agreement”

“Amended and Restated
Investment Management
Agreement”

“Amendment and
Restatement Agreements”
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indebtedness of the SIR Group that may become due and

payable by the Combined Group as a result of the Merger

“Benefit Plan Investor” a “benefit plan investor” (as defined in Section 3(42) of ERISA

and any regulations promulgated thereunder), including

without limitation: (a) any “employee benefit plan” as defined

in Section 3(3) of ERISA that is subject to the provisions of

Part 4 of Title I of ERISA; (b) a “plan” as defined in and subject

to Section 4975 of the US Code, including an individual

retirement account or other arrangement that is subject to

Section 4975 of the US Code; and (c) an entity which is

deemed to hold the assets of any of the foregoing types of

plans, accounts or arrangements by reason of any such plans'

investment in the entity, a “plan” that is subject to the

prohibited transaction provisions of Section 4975 of the US

Code, and entities the assets of which are treated as “plan

assets” under Section 3(42) of ERISA by reason of investment

therein by Benefit Plan Investors

“Business Day” a day (excluding Saturdays and Sundays, or public holidays in

England and Wales) on which banks generally are open for

business in London for the transaction of normal business

“Cancellation” cancellation of the admission of the LXi Shares in issue

immediately prior to completion of the Merger to the premium

listing segment of the Official List and to trading on the

premium segment of the Main Market

“C Shares” C shares in the capital of the Company having the rights and

restrictions set out in paragraph 6.19 of Part 9 (Additional

information) of this document; for the avoidance of doubt,

there are no C Shares in issue as at the date of this document

and the Company does not have the ability to issue C Shares

under this Prospectus

“CBRE” CBRE Limited, which is registered in England and Wales

(registered number 03536032)

not in uncertificated form

“Combined Group” LXi and its subsidiaries and subsidiary undertakings, including

SIR, following the Merger becoming effective

“Common Reporting Standard” the Common Reporting Standard on Automatic Exchange of

Information

“Companies Act” the Companies Act 2006 and any statutory modification or

reenactment thereof for the time being in force

“Company” or “LXi” LXi REIT plc

“Company Secretary” Sanne Fund Services (UK) Limited

the company secretarial services agreement between the

Company and the Company Secretary, a summary of which is

set out in paragraph 11.16 of Part 9 (Additional information) of

this document

“Conditions” the conditions relating to the Merger as summarised in

paragraph 14 (Structure of the Merger) of Part 1 (Letter from

the Chairman) of this document and set out in full in Part 4

“certificated” or “in
certificated form”

“Company Secretarial
Services Agreement”
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(Conditions to the Implementation of the Scheme and the

Merger) of the Scheme Document

“Confidentiality Agreement” the confidentiality agreement dated 6 April 2022 between LXi

and SIR, a summary of which is set out in paragraph 11.6 of

Part 9 (Additional information) of this document 

“Court” the High Court of Justice, Business and Property Courts of

England and Wales, Companies Court

“Court Order” the order of the Court sanctioning the Scheme under

section 899 of the Companies Act

“CPI” UK Consumer Price Index

“CPIH” UK Consumer Prices Index including owner occupiers’ housing

costs

“CREST” the computerised settlement system operated by Euroclear

which facilitates the transfer of title to shares in uncertificated

form

“CREST Regulations” the Uncertificated Securities Regulations 2001 (SI 2001

No. 2001/3755), as amended

“CTA 2010” Corporation Tax Act 2010 and any statutory modification or

re-enactment thereof for the time being in force

“Depositary” Langham Hall UK Depositary LLP

“Depositary Agreement” the depositary agreement between the Company, the

Depositary and the AIFM, a summary of which is set out in

paragraph 11.18 of Part 9 (Additional information) of this

document

the board of directors of the Company

the disclosure guidance and transparency rules contained

within the FCA Handbook

“Distribution” any dividend or other distribution on or in respect of the shares

of the Company and references to a Distribution being paid

include a distribution not involving a cash payment being made

“Distribution Transfer” a disposal or transfer (however effected) by a person of his

rights to a Distribution from the Company such that he is not

beneficially entitled (directly or indirectly) to such a

Distribution and no person who is so entitled subsequent to

such disposal or transfer (whether the immediate transferee or

not) is (whether as a result of the transfer or not) a Substantial

Shareholder

a certificate in such form as the Directors may specify from

time to time to the effect that the relevant person has made a

Distribution Transfer, which certificate may be required by the

Directors to satisfy them that a Substantial Shareholder is not

beneficially entitled (directly or indirectly) to a Distribution

“Dividend Discrepancy” shall have the meaning given to it where used in this document

“EEA” European Economic Area

“Directors” or “LXi Directors”
or “Board” or “LXi Board”

“Disclosure Guidance and
Transparency Rules” or
“DTRs”

“Distribution Transfer
Certificate”
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“Effective” (a) if the Merger is implemented by way of the Scheme, the

Scheme having become effective pursuant to its terms; or

(b) if the Merger is implemented by way of a Takeover Offer,

the Takeover Offer having become unconditional in all respects

in accordance with the requirements of the Takeover Code

“Effective Date” the date on which the Merger becomes Effective, expected to

be 6 July 2022

“Enlarged Share Capital” the issued ordinary share capital of the Company immediately

following Admission

“EPRA” European Public Real Estate Association

a measure that assumes entities buy and sell assets, thereby

crystallising certain levels of deferred tax liability

“EPRA NTA per LXi Share” the EPRA NTA attributable to the LXi Shares divided by the

number of LXi Shares in issue (other than LXi Shares held in

treasury) as at the date of calculation

“ERISA” US Employee Retirement Income Security Act of 1974, as

amended

“EU” the European Union

“Euroclear” Euroclear UK & International Limited, being the operator of

CREST

“EUWA” European Union (Withdrawal) Act 2018 (as amended)

“Excess” shall have the meaning given to it in paragraph 2 of Part 1

(Letter from the Chairman) of this document

“Excess Charge” in relation to a Distribution which is paid or payable to a

person, all tax or other amounts which the Directors consider

may become payable by the Company under Section 551 of

the CTA 2010 and any interest, penalties, fines or surcharge

attributable to such tax as a result of such Distribution being

paid to or in respect of that person

“Exchange Ratio” 3.32 New LXi Shares for each SIR Share

“Excluded Shares” any SIR Shares:

(a) registered in the name of, or beneficially owned by, LXi or

any member of the Wider LXi Group or their respective

nominees; or

(b) registered in the name of, or beneficially owned by, funds

managed by LXi or a member of the Wider LXi Group or

any of their subsidiary undertakings or their respective

nominees,

and the 1,184,551 SIR Shares held by Prestbury Investment

Partners Limited

“Excluded Territories” the United States, Australia, Canada, Japan, Singapore, South

Africa, and any other jurisdiction where the extension or the

availability of the New LXi Shares to be issued pursuant to the

Merger (and any other transaction contemplated thereby)

would breach any applicable law or regulation

“EPRA Net Tangible Assets”
or “EPRA NTA”
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the investment advisory agreement dated 12 February 2020

between the Company, the AIFM and the Investment Advisor,

a summary of which is set out in paragraph 11.12 of Part 9

(Additional information) of this document

the investment management agreement dated 12 February

2020 between the Company and the AIFM, a summary of

which is set out in paragraph 11.11 of Part 9 (Additional

information) of this document

“Existing Investment Policy” LXi's existing stated investment policy as at the date of this

document, without the proposed amendments as set out in the

Appendix to Letter from the Chairman in Part 1 (Letter from

the Chairman) of this document

“Existing LXi Shares” the 911,569,741 Existing LXi Shares in issue as at the date of

this document

“FATCA” the US Foreign Account Tax Compliance Act

“FCA” the Financial Conduct Authority

“FCA Handbook” the FCA handbook of rules and guidance as amended from

time to time

“First Facility” the 12-year, fixed rate, interest only loan facility of a total

maximum commitment of £55 million with Scottish Widows,

acting in partnership with Lloyds Bank Commercial Real Estate,

pursuant to the terms of the First Facility Agreement, which

has been extended to terminate in December 2033

“First Facility Agreement” the facility agreement originally dated 30 June 2017 and

amended and restated or varied from time to time, including

on 2 November 2020, pursuant to which the Company

secured the First Facility, a summary of which is set out in

paragraph 11.19 of Part 9 (Additional information) of this

document

“FSMA” the Financial Services and Markets Act 2000 (as amended) and

any statutory modification or re-enactment thereof for the

time being in force

“Gross Asset Value” the aggregate value of the total assets of the Company as

determined in accordance with the accounting principles

adopted by the Company from time to time

“Group” the LXi Group or, following the Merger, the Combined Group

“HMRC” Her Majesty’s Revenue and Customs

“IFRS” international financial reporting standards

the SIR Shareholders excluding the Prestbury Management

Team and their connected persons

Knight Frank LLP, which is registered in England and Wales

(registered number OC305934)

“interest in the Company” includes, without limitation, an interest in a Distribution made

or to be made by the Company

LXi REIT Advisors Limited

“Existing Investment
Management Agreement”

“Independent SIR
Shareholders”

“Independent Valuer” or
“Knight Frank”

“Investment Advisor” or
“LXi Investment Advisor”

“Existing Investment
Advisory Agreement”
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“Investor Lock-in Deed” the lock-in deed dated 17 December 2021 between the

Company, Peel Hunt LLP, Jefferies International Limited and

Laxmi Nivaria, S.L.U., a summary of which is set out in

paragraph 11.9 of Part 9 (Additional information) of this

document

“IPO” initial public offering

“IRR” internal rate of return

“ISA” a UK individual savings account

“Jefferies” Jefferies International Limited, the Company’s lead financial

adviser and joint broker

“Key Operating Assets” those assets where the operations conducted from the

property are integral to the tenant’s business 

“Latest Practicable Date” 31 May 2022, being the latest practicable date prior to the date

of this document for ascertaining certain information contained

herein

“LIBOR” the London Interbank Offered Rate

“Link Group” or “Link” a trading name of Link Market Services Limited

“Listing Rules” the listing rules made by the FCA pursuant to Part VI of the

FSMA

“London Stock Exchange” London Stock Exchange plc

“Long Stop Date” 26 September 2022, or such later date (if any) as LXi and SIR

may agree, with the consent of the Takeover Panel, and the

Court (if required) may allow

“LSE Admission Standards” the admission and disclosure standards published by the

London Stock Exchange

“LTV” loan to value

“LXi Permitted Dividend” the LXi Q4 Dividend and the LXi Q1 Dividend

“LXi Portfolio” the property assets of the LXi Group as at the date of this

document, details of which are set out in Part 2 (Information

on the LXi Group) of this document

“LXi Q1 Dividend” the quarterly dividend expected to be declared by LXi in

respect of the quarter ended 30 June 2022

“LXi Q4 Dividend” the interim dividend of 1.5 pence per LXi Share declared by LXi

on 19 May 2022 and expected to be paid on 24 June 2022 in

respect of the quarter ended 31 March 2022, which for the

avoidance of doubt will not be paid in respect of New LXi

Shares issued to SIR Shareholders pursuant to the Merger

“LXi General Meeting” the general meeting of LXi to be held at 10.00 a.m. on 22 June

2022, notice of which is set out in Part 11 (Notice of General

Meeting) of this document

“LXi Group” LXi and its subsidiaries from time to time

ordinary shares of £0.01 each in the capital of the Company

and, as the context may require, may include Existing LXi

Shares and New LXi Shares

“LXi Shares” or “Ordinary
Shares”
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“Main Market” the London Stock Exchange's main market

the management engagement committee of the Board

“Market Capitalisation” the average of the mid-market prices for an Ordinary Share,

as derived from the Daily Official List of the London Stock

Exchange on each Business Day in the relevant calendar

month, multiplied by the number of Ordinary Shares in issue

on the last Business Day of the relevant calendar month,

excluding any Ordinary Shares held by the Company in

treasury

“Member State” any member state of the European Economic Area

“Merger” the recommended offer to be made by LXi to acquire the entire

issued ordinary share capital of SIR to be effected by means of

the Scheme (or, if LXi so elects and subject to the Takeover

Panel's consent, a Takeover Offer) on the terms and subject to

the conditions set out in the Scheme Document, as

summarised in paragraph 14 of Part 1 (Letter from the

Chairman) of this document

“Merger Announcement” the joint announcement of the Merger made by LXi and SIR on

11 May 2022 pursuant to Rule 2.7 of the Takeover Code,

including its Appendices

“Merger Resolution” the ordinary resolution to be proposed at the LXi General

Meeting to approve (i) the Merger, (ii) the Proposed New

Investment Policy and (iii) the issue of the New LXi Shares in

connection with the Merger

“NAV” or “Net Asset Value” the value, as at any date, of the assets of the Company after

deduction of all its liabilities, before deducting dividends that

have been declared but not paid as at the relevant reporting

date, determined in accordance with the accounting policies

adopted by the Company from time to time

“NAV per LXi Share” at any time the NAV attributable to the LXi Shares divided by

the number of LXi Shares in issue (other than LXi Shares held

in treasury) at the date of calculation

“New LXi Shares” the new LXi Shares to be issued and allotted as fully paid to

the Scheme Shareholders pursuant to the Merger

“Nomination Committee” the nomination committee of the Board

“Non-Permitted LXi Dividend” any dividend, distribution or other return of capital or value

announced, declared, made or paid by LXi or which become

payable by LXi in respect of the LXi Shares, on or after the date

of the Merger Announcement and before the Scheme Record

Time, excluding the LXi Permitted Dividends

“Non-Permitted SIR Dividend” any dividend, distribution or other return of capital or value

announced, declared, made or paid by SIR or which become

payable by SIR in respect of the SIR Shares, on or after the

date of the Merger Announcement and before the Scheme

Record Time, excluding the SIR Permitted Dividends

“Non-PID Dividend” a dividend paid by the Company that is not a PID 

“Notice of General Meeting” the notice of the LXi General Meeting contained in Part 11

(Notice of General Meeting) of this document 

“Management Engagement
Committee”
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“Offer Document” should the Merger be implemented by means of a Takeover

Offer, the document to be sent to SIR Shareholders containing

the full terms and conditions of such Takeover Offer

“Official List” the Official List of the FCA

Osprey Equity Partners Limited

“Overseas Shareholders” LXi Shareholders or SIR Shareholders with registered

addresses outside the United Kingdom or who are citizens or

residents outside the United Kingdom

“Partial Cash Alternative” the alternative whereby SIR Shareholders may irrevocably

elect to receive cash instead of the share consideration which

they would otherwise be entitled to receive under the Scheme,

subject to scale back to an amount not less than the basic

entitlement of 118.880 pence per SIR Share sold pursuant to

the Merger if elections for cash exceed a maximum aggregate

amount of £385 million

“Peel Hunt” Peel Hunt LLP, the Company’s sponsor, joint financial adviser

and joint broker

“PID” the distribution by the Company of the profits of its Property

Rental Business, including distributions received by it from

other UK REITs, by way of a dividend in cash or the issue of

share capital in lieu of a cash dividend in accordance with

Section 530 of the CTA 2010

“Prestbury” Prestbury Investment Partners Limited, a private limited

company incorporated in England and Wales with company

number 12277950 and whose registered office is at Cavendish

House, 18 Cavendish Square, London W1G 0PJ

“Prestbury Acquisition” the acquisition of Prestbury by Amalfi, as described in

paragraph 6 (Prestbury Acquisition) of Part 1 (Letter from the

Chairman) of this document

“Prestbury Management Team” Nick Leslau, Mike Brown, Tim Evans, Sandy Gumm and Ben

Walford who are directors of Prestbury and their related

entities where the context so requires

the property investment committee of the Board that is

proposed to be established following completion of the Merger,

as set out in paragraph 11 of Part 1 (Letter from the Chairman)

of this document

“Property Rental Business” in respect of a REIT, “Property Rental Business” as defined for

the purposes of Part 12 CTA 2010

“Property Valuation Reports” the condensed property valuation reports prepared by Knight

Frank and CBRE in respect of the LXi Portfolio and the SIR

Portfolio, as at 31 March 2022 and 30 April 2022 respectively,

set out in Part 7 (Property valuation reports) of this document

“Proposals” the Merger, the proposed amendments to the Company’s

investment policy in connection with the Merger, the issue and

allotment of the New LXi Shares in connection with the Merger

and Admission

“Proposed Directors” Nick Leslau and Sandy Gumm

“Property Investment
Committee”

“Osprey Equity Partners” or
“Osprey”
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the proposed new investment policy of the Company set out in

the Appendix to the Letter from the Chairman in Part 1 of this

document

“Prospectus” the prospectus component of this document prepared in

accordance with the Prospectus Regulation Rules of the FCA

made pursuant to section 73A of FSMA

“Prospectus Regulation Rules” the rules and regulations made by the FCA under Part VI of

FSMA

“Register” the register of members of the Company

“Registrar” Link Market Services Limited, trading as Link Group

“Registrar Services Agreement” the registrar services agreement between the Company and

the Registrar, a summary of which is set out in

paragraph 11.17 of Part 9 (Additional information) of this

document

“Regulation S” Regulation S promulgated under the US Securities Act

“REIT” a company or group to which Part 12 of the CTA 2010 applies

(including, where relevant, a REIT Group)

“REIT Group” a group UK REIT within the meaning of Part 12 CTA 2010

“REIT Regime” Part 12 CTA 2010 (and related regulations)

a Shareholder who holds all or some of the shares in the

Company that comprise a Substantial Shareholding (whether

or not a Substantial Shareholder)

“Reporting Obligation” any obligation from time to time of the Company to provide

information or reports to HMRC as a result of or in connection

with the Company's status, or the Company's status as a REIT

“Residual Business” that part of the business of companies within a REIT that is not

part of the Property Rental Business

the revolving credit facility of £100 million with Lloyds Bank plc

pursuant to the terms of the Revolving Credit Facility

Agreement

the revolving credit facility agreement originally dated 31 July

2019 and amended and restated on 12 October 2020 pursuant

to which the Company secured the Revolving Credit Facility, a

summary of which is set out in paragraph 11.22 of

Part 9 (Additional information) of this document

“RICS” Royal Institution of Chartered Surveyors

“RIS” a regulatory information service authorised by the FCA to

release regulatory announcements to the London Stock

Exchange

“RPI” UK Retail Price Index

“RPIX” UK Retail Price Index excluding Mortgage Interest

“Scheme” the proposed scheme of arrangement under Part 26 of the

Companies Act between SIR and the Scheme Shareholders set

out in the Scheme Document pursuant to which Scheme

Shareholders shall be issued New LXi Shares by LXi

“Relevant Registered
Shareholder”

“Revolving Credit Facility”
or “RCF”

“Revolving Credit Facility
Agreement”

“Proposed New Investment
Policy”
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“Scheme Sanction Hearing” the hearing of the Court to sanction the Scheme under

section 899 of the Companies Act, including any adjournment

thereof

“Scheme Document” the scheme document to be posted to the SIR Shareholders on

the same date as this document

“Scheme Record Time” the time and date specified in the Scheme Document by

reference to which the entitlements of Scheme Shareholders

under the Scheme will be determined, expected to be

6.00 p.m. on the date of the Scheme Sanction Hearing

“Scheme Shareholders” the holders of Scheme Shares

“Scheme Shares” all SIR Shares:

(a) in issue at the date of the Scheme Document and which

remain in issue at the Scheme Record Time;

(b) (if any) issued after the date of the Scheme Document and

prior to the Voting Record Time and which remain in issue

at the Scheme Record Time; and

(c) (if any) issued at or after the Voting Record Time and prior

to the Scheme Record Time in respect of which the original

or any subsequent holder thereof is bound by the Scheme,

or shall by such time have agreed in writing to be bound

by the Scheme and which remain in issue at the Scheme

Record Time,

but excluding any Excluded Shares

“SDRT” stamp duty reserve tax

“Second Facility” the 12-year, fixed rate, interest only loan facility of £40 million

with Scottish Widows Limited, acting in partnership with Lloyds

Bank Commercial Banking, pursuant to the terms of the

Second Facility Agreement, which has been extended to

terminate in December 2033

“Second Facility Agreement” the facility agreement originally dated 8 December 2017 and

amended and restated on 2 November 2020 pursuant to which

the Company secured the Second Facility, a summary of which

is set out in paragraph 11.20 of Part 9 (Additional information)

of this document

a holder of LXi Shares

“SIPP” a UK self-invested personal pension scheme

“SIR” Secure Income REIT plc

“SIR Articles” the articles of association of SIR

“SIR Board” or “SIR Directors” the board of directors of SIR

“SIR Court Meeting” the meeting(s) of the Scheme Shareholders convened by order

of the Court pursuant to section 896 of the Companies Act for

the purpose of considering and, if thought fit, approving the

Scheme (with or without amendment), including any

adjournment thereof

“SIR General Meeting” the general meeting of SIR Shareholders to be convened in

connection with the Scheme to consider and, if thought fit, to

“Shareholder” or “LXi
Shareholder”
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approve the SIR Resolutions (with or without amendment),

including any adjournment, postponement or reconvening

thereof

“SIR Group” SIR and its subsidiaries from time to time

the investment advisory agreement relating to SIR and dated

30 May 2014, as amended and restated on 3 June 2015, as

further amended and restated on 2 March 2016 and 5 March

2019, as subsequently novated and amended pursuant to a

deed of novation and amendment between SIR, Prestbury and

Prestbury Investments LLP dated 10 December 2019 and as

further amended on 11 March 2020 pursuant to a deed of

amendment between SIR and Prestbury, a summary of which

is set out in paragraph 12.2 of Part 9 (Additional information)

of this document

“SIR Meetings” the SIR Court Meeting and the SIR General Meeting

“SIR Permitted Dividend” the SIR Q1 Dividend and the SIR Q2 Dividend

“SIR Portfolio” the property assets of the SIR Group as at the date of this

document, details of which are set out in Part 3 (Information

on the SIR Group) of this document

“SIR Q1 Dividend” the quarterly dividend of 3.95 pence per SIR Share declared

by SIR on 21 April 2022 and expected to be paid by SIR on

7 June 2022 in respect of the quarter ended 31 March 2022

“SIR Q2 Dividend” the quarterly dividend expected to be declared by SIR in

respect of the quarter ended 30 June 2022

“SIR Resolutions” the resolutions to be proposed at the SIR General Meeting in

connection with, among other things, the approval and

implementation of the Scheme and the alteration of SIR’s

articles of association and such other matters as may be

necessary to implement the Scheme

“SIR Shareholder” a holder of SIR Shares

“SIR Shares” ordinary shares of £0.10 nominal value in the capital of SIR

“Sponsor Agreement” the sponsor agreement dated 1 June 2022 between LXi, Peel

Hunt, the AIFM and the LXi Investment Advisor a summary of

which is set out in paragraph 11.1 of Part 9 (Additional

information) of this document

“SONIA” the sterling overnight index average reference rate

“SSAS” a UK small self-administered pension scheme

“SPV” special purpose vehicle

“Substantial Interest” in relation to an undertaking, a direct or indirect interest in

20 per cent. or more of the total voting rights conferred by the

equity share capital of such undertaking

“Substantial Shareholder” any person whose interest in the Company, whether legal or

beneficial, direct or indirect, may cause the Company to be

liable to pay tax under Section 551 of CTA 2010 (as such

legislation may be modified, supplemented or replaced from

time to time) on or in connection with the making of a

Distribution to or in respect of such person including, at the

“SIR Investment Advisory
Agreement”
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date of adoption of the Articles, any holder of excessive rights

as defined in Section 553 of CTA 2010 

“Substantial Shareholding” the shares in relation to which or by virtue of which (in whole

or in part) a person is a Substantial Shareholder

“Takeover Code” the City Code on Takeovers and Mergers

“Takeover Offer” should the Merger be implemented by way of a takeover offer

as defined in section 974 of the Companies Act 2006, the offer

to be made by or on behalf of LXi to acquire the entire issued

ordinary share capital of SIR and, where the context requires,

any subsequent revision, variation, extension or renewal of

such offer

“Takeover Panel” the Panel on Takeovers and Mergers

“Term Loans” the First Facility, Second Facility and Third Facility

“Third Facility” the 15-year, fixed rate, interest only loan facility of a total

maximum commitment of £75 million with Scottish Widows,

acting in partnership with Lloyds Bank Commercial Real Estate,

pursuant to the terms of the Third Facility Agreement

“Third Facility Agreement” the facility agreement originally dated 6 December 2018 and

amended and restated on 2 November 2020 pursuant to which

the Company secured the Third Facility, a summary of which is

set out in paragraph 11.21 of Part 9 (Additional information) of

this document

“Total Accounting Return” the movement in EPRA NTA over a period plus dividends paid

in the period, expressed as a percentage of the EPRA NTA at

the start of the period

“total NAV return” (i) growth in the NAV per LXi Share plus (ii) dividends paid per

LXi Share, in the relevant period

the UK Corporate Governance Code as published by the

Financial Reporting Council from time to time

“UK Market Abuse Regulation” Regulation (EU) No. 596/2014 of the European Parliament and

of the Council of 16 April 2014 on market abuse as it forms

part of the domestic law of the United Kingdom by virtue of the

EUWA

“UK MiFID II” the UK’s implementation of Directive 2014/65/EU of the

European Parliament and of the Council of 15 May 2014 on

markets in financial instruments and amending Directive

2002/92/EC and Directive 2011/61/EU (MiFID), together with

the UK version of Regulation (EU) No 600/2014 of the

European Parliament and of the Council of 15 May 2014 on

markets in financial instruments and amending Regulation

(EU) No 648/2012 (MiFIR), which forms part of the domestic

law of the United Kingdom by virtue of the EUWA

Commission Delegated Regulation (EU) 2017/565 of 25 April

2016 supplementing Directive 2014/65/EU of the European

Parliament and of the Council as regards organisational

requirements and operating conditions for investment firms

and defined terms for the purposes of that Directive, as it

forms part of the domestic law of the United Kingdom by virtue

of the EUWA

“UK Corporate Governance
Code”

“UK MiFID II Delegated
Regulation”
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“UK PRIIPs Regulation” Regulation (EU) No 1286/2014 of the European Parliament and

of the Council of 26 November 2014 on key information

documents for packaged retail and insurance-based

investment products, together with its implementing and

delegated acts, as they form part of the domestic law of the

United Kingdom by virtue of the EUWA

“UK Prospectus Regulation” Regulation (EU) 2017/1129 of the European Parliament and of

the Council of 14 June 2017 on the prospectus to be published

when securities are offered to the public or admitted to trading

on a regulated market, and repealing Directive 2003/71/EC, as

it forms part of the domestic law of the United Kingdom by

virtue of the EUWA

a share recorded on the Register as being held in uncertificated

form in CREST and title to which, by virtue of the CREST

Regulations, may be transferred by means of CREST

“United Kingdom” or “UK” the United Kingdom of Great Britain and Northern Ireland

“United States” or “US” the United States of America, its territories and possessions,

any state of the United States of America and the District of

Columbia

“US Code” US Internal Revenue Code, as amended

“US Exchange Act” US Securities Exchange Act of 1934, as amended

“US Investment Company Act” US Investment Company Act of 1940, as amended

“US Securities Act” US Securities Act of 1933, as amended

“VAT” value added tax

“Voting Record Time” 6.00 p.m. on the day two days before the date of the SIR Court

Meeting or any adjournment of it (as the case may be), in each

case excluding any day that is not a Business Day

“Wider LXi Group” LXi, its subsidiary undertakings and associated undertakings

(including any joint venture, partnership, firm or company) in

which LXi and/or such undertakings (aggregating their

interests) have a Substantial Interest

“uncertificated” or “in
uncertificated form”
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Part 11

Notice of General Meeting

NOTICE OF GENERAL MEETING

LXi REIT PLC

(incorporated in England and Wales with company number 10535081 and

registered as an investment company under section 833 of the Companies Act 2006)

Notice is hereby given that a General Meeting of LXi REIT plc (the “Company”) will be held at the

offices of Stephenson Harwood LLP, 1 Finsbury Circus, London EC2M 7SH at 10.00 a.m. on 22 June

2022 to consider and, if thought fit, approve the following ordinary resolution:

Merger Resolution

THAT:

(A)     the proposed acquisition (which is a reverse takeover for the purposes of the listing rules and

regulations made by the Financial Conduct Authority (the “FCA”) under the Financial Services

and Markets Act 2000 (as amended) and contained in the FCA’s publication of the same name,

as amended from time to time (the “Listing Rules”)) by the Company of the entire issued

share capital of Secure Income REIT plc (“SIR”), to be effected pursuant to a scheme of

arrangement under Part 26 of the Companies Act 2006 (the “Scheme”) (or by way of a

takeover offer as defined in section 974 of the Companies Act 2006 (“Takeover Offer”)) (the

“Merger”), on the terms and subject to the conditions as described in the combined

prospectus and circular sent to shareholders in the Company on 1 June 2022, of which this

Notice of General Meeting forms part (the “Prospectus”), a copy of which is produced to the

meeting, be and is hereby approved and the board of directors of the Company (the “Board”

or the “Directors”) (or any duly constituted committee thereof) be and is authorised to:

(i)      take all such steps as the Board considers to be necessary or desirable in connection

with, and to implement, the Merger (including, without limitation, approving and

entering into any associated or ancillary agreements in connection with the Merger on

behalf of the Company); and

(ii)     to agree such modifications, variation, revisions, waivers, extensions or amendments to

any of the terms and conditions of the Merger and any associated and ancillary

agreements, deemed necessary or desirable by the Board (or any duly constituted

committee thereof) (provided such modifications, variations, revisions, waivers,

extensions or amendments do not materially change the terms of the Merger for the

purposes of Listing Rule 10.5.2), as they may in their absolute discretion think fit; and

(B)     subject to and conditional upon: (1) the Scheme becoming effective in accordance with its

terms, except for the conditions relating to: (a) the delivery of the order of the High Court of

Justice, Business and Property Courts of England and Wales, Companies Court sanctioning the

Scheme to the Registrar of Companies; and (b) the FCA having acknowledged to the Company

or its agent (and such acknowledgment not having been withdrawn) that the application for

the admission of the new ordinary shares of £0.01 each in the capital of the Company (the

“New LXi Shares”) to be issued pursuant to the Scheme (or, as the case may be, the

Takeover Offer) to listing on the premium listing segment of the Official List maintained by

the FCA has been approved and (after satisfaction of any conditions to which such approval is

expressed to be subject (the “listing conditions”)) will become effective as soon as a dealing

notice has been issued by the FCA and any listing conditions having been satisfied and London

Stock Exchange plc having acknowledged to the Company or its agent (and such

acknowledgment not having been withdrawn) that the New LXi Shares (defined below) will be

admitted to trading on the main market of London Stock Exchange plc (“Admission”); or, as

the case may be, (2) the Takeover Offer becoming or being declared wholly unconditional

(except for Admission),
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(i)      the proposed amendment to the investment policy set out in the Appendix to

Part 1 (Letter from the Chairman) of the Prospectus, be and is hereby approved; and

(ii)     the Directors be and hereby are generally and unconditionally authorised, in addition to

any existing authorities, pursuant to section 551 of the Companies Act 2006 to exercise

all the powers of the Company to allot the New LXi Shares and grant rights to subscribe

for or to convert any security into shares in the Company, up to an aggregate nominal

amount of £10,748,171.68, in each case, credited as fully paid, with authority to deal

with fractional entitlements arising out of such allotment as they think fit and to take

all such other steps as they may in their absolute discretion deem necessary, expedient

or appropriate to implement such allotments in connection with the Merger, and which

authority shall expire at the close of business on 31 December 2022 (unless previously

revoked, renewed or varied by the Company in general meeting), save that the

Company may before such expiry make an offer or enter into an agreement which would

or might require shares to be allotted, or rights to subscribe for or to convert securities

into shares to be granted, after such expiry and the Directors may allot shares or grant

such rights in pursuance of such an offer or agreement as if the authority conferred by

this resolution had not expired.

By order of the Board                                                                                      Registered Office:

Sanne Fund Services (UK) Limited 6th Floor

Company Secretary                                                                                           125 London Wall

London

EC2Y 5AS

Dated: 1 June 2022

Notes:

1. Voting record date

Only members registered in the Register of Members of the Company at the close of business on 20 June 2022 shall be

entitled to attend and vote at the General Meeting in respect of the number of voting rights registered in their name at that

time. Changes to entries on the Register of Members after the close of business on 20 June 2022 shall be disregarded in

determining the rights of any person to attend and vote at the General Meeting.

If the General Meeting is adjourned for no more than 48 hours after the original time, the same voting record date will also

apply for the purpose of determining the entitlement of members to attend, speak and vote (and for the purpose of

determining the number of votes they may cast) at the adjourned meeting. If the General Meeting is adjourned for more

than 48 hours, then the voting record date will be the close of business on the day which is two days (excluding non-working

days) before the day of the adjourned meeting or, if the Company gives notice of the adjourned meeting, at any time

specified in that notice.

In the case of joint holders of a voting right, the vote of the senior holder who tenders a vote, whether in person or by

proxy, shall be accepted to the exclusion of the votes of the other joint holders and, for this purpose, seniority shall be

determined by the order in which the names stand in the Register of Members in respect of the joint holding.

2. Rights to attend and vote

Members are entitled to attend and vote at the forthcoming General Meeting or at any adjournment(s) thereof. On a poll

each member has one vote for every one share held.

3. Right to appoint proxies

Pursuant to Section 324 of the Companies Act 2006 (the “Companies Act”), a member entitled to attend and vote at the

General Meeting may appoint more than one proxy, provided that each proxy is appointed to exercise the rights attached

to different shares held by him. A proxy need not be a member of the Company. The appointment of a proxy will not in itself

preclude a shareholder from attending and voting in person at the General Meeting or at any adjournment thereof. Members

are however strongly encouraged to submit a proxy vote in advance of the meeting and to appoint the Chairman of the

meeting as their proxy.

If the total number of voting rights that the Chairman will be able to vote (taking into account any proxy appointments from

shareholders over which he is given discretion and any voting rights in respect of his own shares) is such that he will have

a notifiable obligation under the Disclosure Guidance and Transparency Rules of the FCA, the Chairman will make the

necessary notifications to the Company and to the Financial Conduct Authority. Therefore, any member holding 3 per cent.

or more of the voting rights in the Company who grants the Chairman a discretionary proxy in respect of some or all of

those voting rights and so would otherwise have a notification obligation under the Disclosure Guidance and Transparency

Rules, need not make a separate notification to the Company and to the Financial Conduct Authority. However, any member

holding 3 per cent. or more of the voting rights in the Company who appoints a person other than the Chairman as proxy

will need to ensure that both the member and the proxy comply with their respective disclosure obligations under the

Disclosure Guidance and Transparency Rules. Section 324 does not apply to persons nominated to receive information rights

pursuant to Section 146 of the Companies Act. Persons nominated to receive information rights under Section 146 of the

Companies Act have been sent this notice of General Meeting and are hereby informed, in accordance with Section 149(2)
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of the Companies Act, that they may have the right under an agreement with the registered member by whom they are

nominated to be appointed, or to have someone else appointed, as a proxy for this General Meeting. If they have such right

or do not wish to exercise it, they may have a right under such an agreement to give instructions to the member as to the

exercise of voting rights. Nominated persons should contact the registered member by whom they were nominated in

respect of these arrangements. The statement of rights of shareholders in relation to the appointment of proxies in this

paragraph does not apply to nominated persons.

4. Proxies’ rights to vote at the General Meeting

On a vote on a show of hands, each proxy has one vote.

If a proxy is appointed by more than one member and all such members have instructed the proxy to vote in the same way,

the proxy will only be entitled, on a show of hands, to vote “for” or “against” as applicable. If a proxy is appointed by more

than one member, but such members have given different voting instructions, the proxy may, on a show of hands, vote both

“for” and “against” in order to reflect the different voting instructions.

On a poll, all or any of the voting rights of the member may be exercised by one or more duly appointed proxies. However,

where a member appoints more than one proxy, Section 285(4) of the Companies Act does not authorise the exercise by

the proxies taken together of more extensive voting rights than could be exercised by the member in person.

5. Appointment, receipt and termination of proxies

To appoint a proxy, you may:

(a)   register your appointment on the Signal Shares portal at www.SignalShares.com;

(b)   request a paper form of proxy from the Company’s registrar using the details below;

(c)   in the case of CREST members, appoint a proxy via CREST (see note 6 below); or

(d)   if you are an institutional investor you may be able to appoint a proxy electronically via the Proxymity platform at

www.proxymity.io.

By registering on the Signal Shares portal at www.SignalShares.com, you can manage your shareholding, including: (i)

casting your vote; (ii) changing your dividend payment instruction; (iii) updating your address; and (iv) selecting your

communication preference.

To be effective, the proxy vote must be submitted at www.SignalShares.com so as to have been received by the Company’s

registrars not less than 48 hours (excluding weekends and public holidays) before the time appointed for the meeting or

any adjournment of it.

Any power of attorney or other authority under which the proxy is submitted must be returned to the Company’s Registrars,

Link Group, PXS1, 10th Floor, Central Square, 29 Wellington Street, Leeds LS1 4DL. If a paper form of proxy is requested

from the Company’s registrar, it should be completed and returned to Link Group, PXS1, 10th Floor, Central Square,

29 Wellington Street, Leeds LS1 4DL to be received not less than 48 hours (excluding weekends and public holidays) before

the time appointed for the meeting or any adjournment of it. If you need help with voting online, or require a paper form

of proxy, please contact the Company’s registrar, Link, by email at enquiries@linkgroup.co.uk or by telephone on 0871 664

0391 (if calling from the UK) or on +44 (0) 371 664 0391 (if calling from outside of the UK). Link are open between

9.00 a.m. and 5.30 p.m., Monday to Friday (excluding public holidays in England and Wales).

In accordance with the Company’s Articles of Association, in determining the time for delivery of proxies, no account shall

be taken of any part of a day that is not a working day.

A member may terminate a proxy’s authority at any time before the commencement of the General Meeting. Termination

must be provided in writing and submitted to Link.

6. Electronic receipt of proxies

To appoint one or more proxies or to give an instruction to a proxy (whether previously appointed or otherwise) via the

CREST system, CREST messages must be received by the Company’s agent (ID number RA10) no later than the deadline

specified in Note 5. For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp

generated by the CREST system) from which the issuer’s agent is able to retrieve the message. The Company may treat as

invalid a proxy appointment sent by CREST in the circumstances set out in Regulation 35(5)(a) of the Uncertificated

Securities Regulations 2001. Instructions on how to vote through CREST can be found on the website www.euroclear.com.

7. Voting by corporate representatives

Corporate representatives are entitled to attend and vote on behalf of the corporate member in accordance with Section 323

of the Companies Act provided they do not do so in relation to the same shares.

8. Communication with the Company

Members may not use any electronic address provided either in the notice of General Meeting or any related documents to

communicate with the Company for any purpose other than those expressly stated.
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9. Questions at the General Meeting

Any member attending the General Meeting has the right to ask questions. Section 319A of the Companies Act requires the

Directors to answer any question raised at the General Meeting which relates to the business of the General Meeting,

although no answer need be given:

(a)   if to do so would interfere unduly with the proceedings of the General Meeting or involve disclosure of confidential

information;

(b)   if the answer has already been given on the Company’s website; or

(c)   if it is undesirable in the best interests of the Company or the good order of the General Meeting that the question be

answered.

10. Website

A copy of the notice of the General Meeting, including these explanatory notes and other information required by

Section 311A of the Companies Act, is included on the Company’s website, www.LxiREIT.com.

11. Total voting rights at date of notice

As at 31 May 2022 (being the last practicable date prior to the publication of this notice) the total number of ordinary shares

in the Company in issue was 911,569,741 and no ordinary shares were held in treasury. The total number of voting rights

on that date was therefore 911,569,741.
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Appendix

Annual reports and audited financial statements of the

SIR Group for the financial years ended 31 December 2019,

31 December 2020 and 31 December 2021
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Annual Report
For the year ended 31 December 2021
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Secure Income REIT Plc is a diversified UK REIT, investing in real estate assets that provide long 
term rental income with upwards only inflation protection.

At 31 December 2021 the Company has £2.1 billion of property assets with very long leases 
having a weighted average term to expiry without break of 30 years. The Group has £1.4 billion 
of net assets, a Net Loan To Value Ratio of 33.8%, structurally secure non-recourse debt, and 
di�cult to replicate leases on Key Operating Assets in defensive sectors.

Over seven and a half years since listing, the Company has delivered a Total Accounting Return 
of 15.4% p.a. and a Total Shareholder Return of 16.3% p.a.. Through its portfolio of very long 
leases with a blend of fixed and inflation-linked rental uplifts, the Company aims to deliver 
progressively rising dividends and attractive risk adjusted total returns.

The Management Team holds a 12.4% interest in the business worth £170 million at 
31 December 2021 EPRA NTA and is strongly aligned with shareholders to optimise value 
for all shareholders.
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Highlights

• 11.8% uplift in EPRA NTA per share to 424.1 pence per share

• Investment property valuation up 9.3% over the year and up 7.1% since 30 June 2021:

 – Net Initial Yield of 5.1%, down from 5.4% at 31 December 2020

 – Rent reviews in the year on 77% of the portfolio resulted in a like for like rental increase 
of 3.1% 

 – Weighted Average Unexpired Lease Term increased by some 50% over the year to 30.0 
years following the regearing of the Merlin leases 

• Merlin leases extended and enhanced in December 2021:
 – Leases have been extended by 35 years to a 55.5 year term without break
 – Rent reviews on UK assets Alton Towers, Thorpe Park and Warwick Castle modified to CPI + 

0.5% per annum with 1% minimum and 4% maximum uplifts

 – Rental uplifts on German assets remain at 3.34% per annum throughout the extended term

 – £33.5 million premium recouped through valuation uplift

 – Enhancements to leases including formalisation of the existing close working relationship on 
ESG matters

• Merlin leisure facility refinanced in March 2022, post year end

 – £282.5 million committed credit facility signed with drawdown scheduled for April 2022 
subject only to conventional conditions precedent (facility amount stated at 31 December 
2021 exchange rate)

 – Risk management through non-recourse structure, no LTV default provision and low 100% 
interest cover requirement

 – Four year term certain with one year extension option 

 – Lower borrowing level through accretive deployment of surplus cash and 15% reduction in 
cost of debt provides platform for targeted dividend increase from July 2022

• 400% increase in Adjusted EPRA EPS to 17.5 pence per share

 – Like for like earnings have increased by 10% as rents have returned to their pre-pandemic 
course following expiry of all temporary rent reductions

• Shareholder returns have rebounded: 
 – Total Accounting Return of 15.8% in the year

 – Total Shareholder Returns:
• 46.7% over the year 

• 15.3% p.a. from listing to 8 March 2022

• Net LTV reduced to 33.8%, down from 36.4% at 31 December 2020 

• EPRA Cost Ratio of 12.6% among the lowest in the UK REIT sector

• ESG Committee established and chaired by the Company’s Chairman, Martin Moore, to oversee 
management of this important and developing area

• Looking ahead: targeted dividend increase in July 2022 of approximately 15% to 18.2 pence 
per share annualised. This is driven by the return of rents to their pre-Covid trajectories, together 
with targeted earnings enhancement arising from the Merlin facility refinancing and current 
expectations of high inflation which would translate into increased rents in the near term. This 
increase assumes no change to the portfolio or material change to tenant circumstances
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Balance sheet and portfolio
31 December  

2021
31 December  

2020

Properties at independent valuation £2,127.6m £1,946.9m Up 9.3%
Net assets £1,369.8m £1,221.5m Up 12.1%
EPRA NTA £1,374.1m £1,229.2m Up 11.8%
EPRA NTA per share 424.1p 379.3p Up 11.8%
Net Loan To Value ratio 33.8% 36.4% Down 7.2%
Annualised passing rent (before Covid-19 concessions in 2020) £116.8m £113.3m Up 3.1%
Net Initial Yield (topped up in 2020) 5.11% 5.42% Down 31bp
Running Yield within 12 months* 5.35% 5.58%
Weighted Average Unexpired Lease Term 30.0 years 20.2 years Up 48.5%

* Using independent external valuers’ RPI and CPI estimates averaging 6.4% (2020: 2.5%) and 4.6% 
respectively

Earnings and returns

Year to  
31 December 

2021

Year to 
31 December 

2020

Adjusted EPRA EPS:
Like for like rent net of all costs and tax, before 
rent concessions 15.4p 14.0p Up 10.0%
Rent deferrals 4.9p (5.5)p
Temporary rent concessions on a cash basis (2.8)p (5.0)p

Adjusted EPRA EPS 17.5p 3.5p Up 400%

IFRS EPS:
Like for like rent net of costs and tax, before revaluations 
and rent concessions 17.8p 16.6p
IFRS impact of temporary rent concessions, spread over 
lease terms (0.5)p (0.3)p

IFRS rent net of costs and tax, before revaluations 17.3p 16.3p
Property revaluations net of deferred tax 44.3p (51.4)p

IFRS EPS 61.6p (35.1)p

Total Accounting Return 15.8% (8.0)%
Total Shareholder Return 46.7% (27.3)%
Dividends per share 15.2p 15.7p
Latest dividend per share annualised: % of EPRA NTA1 3.7% 3.8%
Latest dividend per share annualised: % of 31 December 
share price1 3.7% 4.9%

Dividend guidance from July 2022: % of 31 December 2021 
EPRA NTA2 4.3%

Total Accounting Return over 30 June 2014 EPRA NTA 15.4% p.a. 15.3% p.a.
Total Shareholder Return over issue price at 2014 listing 16.3% p.a. 12.8% p.a.

1 This is illustrative and does not constitute a dividend forecast
2 Potential dividend target and does not represent a dividend forecast

Capitalised terms are defined in the glossary on page 143.
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Highlights continued

Dividends and 
dividends per share

5.9p

£5
2.

5m

£5
0

.8
m

£4
9.

3m

£3
1.

2m

£1
2.

0
m

13.9p13.6p

16.3p 15.7p 15.2p

2016 2017 2018 2019 2020 2021

£4
1.

4
m

Adjusted EPRA EPS

0.0p 2.
6

p

11
.3

p

13
.6

p

15
.3

p

3.
5p

17
.5

p

14
.7

p

2014 2015 2016 2019 2020 202120182017

Total Accounting Return

25
7.

1p

28
1.

3p

32
1.

7p

36
8.

2p

4
29

.4
p

39
8.

7p

4
24

.1
p

37
9.

3p

5.9p

33.4p

49.7p
65.3p

80.5p

19.5p

2014 2015 2016 2019 2020 202120182017

 EPRA NTA per share Cumulative dividends per share

TAR growth of 15.4% per annum since listing

Net LTV

69.7%

61.0%

53.5%

43.0%

31.9%
36.4% 33.8%

49.6%

2014 2015 2016 2019 2020 202120182017

4 Secure Income REIT Plc Annual Report 2021 239



Chairman’s Statement

Dear Shareholder,
The encouraging progress that we reported in our results for the six months ended 30 June 2021 has continued into the 
second half of the year, supported by twin tailwinds of the continued recovery in the growth trajectory of rents and 
asset values, together with a significant boost to valuations from the regear of the Merlin leases which we completed in 
December 2021. The outlook for the Company from 2022 is further enhanced by the positive impact of the Merlin debt 
refinancing after the year end.

The lease amendments agreed with Merlin have significantly increased the Company’s Weighted Average Unexpired 
Lease Term to 30.0 years without break from 31 December 2021; have not reduced rents on any asset; and have 
enhanced the leases to document the co-operation between the Group and Merlin on ESG, including environmental 
matters in particular. We indicated at the time of announcing the transaction that the uplift in the value of the Merlin 
assets at 31 December 2021 was expected to be at least double the consideration paid of £33.5 million. While the impact 
of the lease variations is not separately reported on by the valuers, we are satisfied that this expectation has held true, 
helping to drive the 9.3% increase in asset values over the year. Further details of this important asset management 
initiative together with progress on the whole portfolio are given in the Investment Adviser’s report.

Results and financial position
The Group’s net asset value per share at 31 December 2021 reported under IFRS was 422.7 pence, up 12.1% since 
31 December 2020. Using the industry standard EPRA measures for better comparison with other quoted real estate 
businesses, the Group’s EPRA NTA per share at 31 December 2021 was 424.1 pence, which is up 11.8% since 31 December 
2020. The reconciliation between IFRS and EPRA net assets is shown in note 23 to the financial statements.

Financial position

IFRS Net Assets EPRA NTA

£m
Pence per 

share £m
Pence per 

share

1 January 2021 1,221.5 377.0 1,229.2 379.3
Investment property revaluation 140.2 43.3 155.5 48.0
Other retained earnings 57.4 17.6 38.7 12.0
Dividends paid (49.3) (15.2) (49.3) (15.2)

148.3 45.7 144.9 44.8

31 December 2021 1,369.8 422.7 1,374.1 424.1

Total Accounting Return 197.6 60.9 194.2 60.0

Total Accounting Return % 16.2% 15.8%

The share price also continued to recover over the year, resulting in a Total Shareholder Return of 46.7%.

The impact of the end of the temporary Covid-19 rent concessions has benefited the reported earnings in the year with 
both the IFRS and Adjusted EPRA EPS earnings showing a strong recovery. With the last of those rent reductions 
having come to an end in the first week of January 2022, the rent roll is now restored to its pre-Covid growth trajectory 
and the annual rental income at 31 December 2021 stands at £116.8 million.

“In 2021 we delivered a Total Accounting Return of 15.8%, in line with 
our long term returns since listing in 2014. Our rents have not only 
resumed their pre-pandemic path, but future income expectations 
are now higher due to rising inflation. Following the major regearing 
of our valuable Merlin leases to 55.5 years without break, the 
Company’s WAULT at 30 years is now the longest amongst the major 
UK REITs. Since the year end the refinancing of our Merlin debt at a 
lower loan to value and a lower cost is expected to help boost our 
targeted dividend by an estimated 15% by the summer. Notwithstanding 
the uncertainty caused by the awful humanitarian crisis and geo-
political events in Ukraine, these elements combine to form a strong 
platform for the year ahead.”
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Chairman’s Statement continued

Results and financial position continued

Earnings

IFRS EPS Adjusted EPRA EPS
2021

Pence per 
share

2020
Pence per 

share

2021
Pence per 

share

2020
Pence per 

share

Like for like earnings before revaluations and before rent concessions 
and dividends 17.8 16.6 15.4 14.0

Temporary rent concessions (0.5) (0.3) (2.8) (5.0)
Rent deferrals – – 4.9 (5.5)

Earnings before revaluations 17.3 16.3 17.5 3.5
Property revaluations net of deferred tax 44.3 (51.4) – –

Earnings per share 61.6 (35.1) 17.5 3.5

The reconciliation between IFRS and EPRA earnings is shown in note 10 to the financial statements.

In July 2020, while the pandemic raged and without the benefit, at that time, of the hope o�ered by vaccines and better 
Covid-19 treatments, the Board carefully reviewed the Company’s dividend policy and took the decision to direct part of 
the Group’s substantial Uncommitted Cash balance to support the dividend through the temporary cash flow impact of 
the Covid rent concessions, and to reduce the total dividends payable temporarily. As a result, the quarterly dividend 
reduced from 4.2 pence per share declared in each the first two quarters of 2020 to 3.65 pence per share declared in 
the four quarters from July 2020 to June 2021.

As the recovery in rents fed through to the results in 2021 and the pandemic outlook improved after the introduction of 
the vaccine programme, we were able to increase the dividend in the second half of 2021 by 8.2% to 3.95 pence per share 
per quarter. We have therefore now updated the dividend policy and expect to return in due course to our original policy 
of fully distributing Adjusted EPRA EPS. Commencing from the July 2022 quarter, we are targeting an increase in 
dividends of 15% to an annualised 18.2 pence per share. This is on the basis of the current portfolio, reflecting the reduction 
in financing costs following the degearing and refinancing of the Merlin debt (assuming that the Merlin debt is drawn as 
expected in April 2022), the application of current market estimates of RPI and CPI for the 2022 rent reviews and with no 
further changes to the portfolio or to the financing of the business. This increased dividend equates to a 4.3% yield on 31 
December 2021 EPRA NTA on an annualised basis. This dividend target does not represent a profit forecast.

Outlook
The trading outlook for our tenants has brightened as the Omicron wave fades and the Government has signalled its 
clear intent for the country to learn to live with the residual impact of the pandemic without restrictions. This has been 
welcomed by the leisure and hospitality sector and bodes well for a resumption of the strong bounce back in trading we 
saw in the late summer and autumn of 2021.

The rise in inflation is a genuine concern for many, but our index-linked leases should provide both an element of 
protection and a stronger rental trajectory than in recent years. Across the real estate sector, the majority of inflation-
linked leases contain caps and our portfolio is no exception, albeit 27% of our reviews are uncapped. Whether inflation 
proves to be transitionary or embedded we do anticipate that inflation rates are likely to average out below our caps 
over the medium term. After a generation of falling rates the interest rate cycle has finally turned. Interest rates and 
property yields have historically shown limited correlation and, if the current gilt curve is any guide, the implied future 
interest rate rises are modest by historic standards and in our view unlikely to have much, if any, impact on property 
yields. Availability of debt, in our experience, usually has a bigger impact than its absolute pricing and we take comfort 
in the current balance sheet strength of the banking system and widening availability of debt from other sources. The 
Government’s proposed reform of Solvency II could unleash billions of pounds of life assurance money, some of which is 
likely to be funnelled either into providing debt or direct demand for long lease index-linked property.
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Sadly, geopolitics is back in centre stage with the tragic events unfolding in Ukraine. This may amplify some of the short 
term inflationary dynamics but also encourage central banks to behave less precipitously in their interest rate moves. It 
may also lead to greater risk aversion by investors and an increase in demand for safe haven assets. When the outlook is 
far from clear we find it helpful to focus on those elements upon which we hold the highest conviction. Our rents have 
not only resumed their pre-pandemic path but the trajectory is now higher than it was due to rising inflation. The 
refinancing of our Merlin debt at a lower loan to value and lower cost supports our targeted dividend increase of an 
estimated 15% by the summer. At 30 years our average lease length is the longest it has ever been. These elements 
combine to form a strong platform for the year ahead.

Martin Moore
Chairman
9 March 2022

Heide Park Travelodge Cirencester
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Prestbury Investment Partners Limited, investment adviser to Secure Income REIT Plc, presents this report on the 
operations of the Group for the year ended 31 December 2021.

Our Management Team owns 12.4% of the Company, worth £170 million at 31 December 2021 EPRA NTA, representing 
the largest management holding by value of any UK REIT. Every member of the team holds a personally significant 
investment in the Company and we believe that this aligns our interests very strongly with those of all shareholders.

Secure Income REIT was created to provide attractive long term income and capital returns. The reporting cycle of half 
year and annual results necessarily focuses on those discrete six-monthly periods. We appreciate the relevance of short 
term performance for many investors, however the performance of the business over the medium to longer term and its 
prospects over similar timescales remains the principal focus of the Management Team and the Board.

In this report, we aim to explain the fundamentals of the business, the unique characteristics of the property portfolio, 
including the key terms of the leases, and the important features of the tenant operations that stand behind their lease 
obligations and therefore underpin both the value of the Company and ultimately shareholder returns.

The unaudited supplementary information which follows the financial statements includes calculations of the various 
EPRA and Adjusted EPRA performance measures referred to in this report and capitalised terms within this report are 
explained in the glossary that follows the financial statements.

The business model
The Company is a UK REIT specialising in real estate assets that provide long term rental income with inflation 
protection. The business is financed with non-recourse debt considered by the Board to be appropriate to asset specific 
and wider market risks, with significant in-built protections intended to enhance returns for shareholders without taking 
undue borrowing risk. We explain the Company’s strategy in the “Strategy” section of the Strategic Review within this 
annual report.

Investment policy
 The Company invests in long term, secure income streams from real estate investments. A long term income stream 
is considered to be one with (or a portfolio with) a Weighted Average Unexpired Lease Term in excess of 15 years at 
the time of acquisition. Security of income is assessed with reference to the extent of rent cover from underlying 
earnings, the credit strength of tenants and (where relevant) guarantors, and the reversionary potential of the assets.

 The portfolio is considered by the Board to o�er attractive geared returns from high quality real estate, with tenants 
which have well established brands in industry sectors with strong defensive characteristics. The Board proposes to 
build on this strong foundation by seeking to:

• diversify sources of income and enhance prospects for attractive shareholder returns through acquisitions; and
• manage the Company’s capital structure in order to enhance income returns for investors whilst maintaining 

discipline over net debt levels and debt terms.

The Board exercises strict asset selection and stress testing criteria for acquisitions, with a view to delivering income 
streams that are not just long, but also secure and predictable. The Board seeks to build on the Company’s existing, 
high quality portfolio by only sourcing assets let on long leases to businesses of appropriate financial strength or 
where the valuations are backed by residual asset value, and with inflation protected rental streams whether by way of 
fixed uplifts or inflation-linked reviews. Acquisitions should be accretive to shareholder returns and meet the 
following criteria:

i) the properties should be Key Operating Assets: assets that are essential for the tenant to carry out their business and 
generate earnings, and which the tenant is therefore significantly more motivated to invest in and to retain in order to 
continue to generate sustainable earnings, including a high likelihood that tenants will take appropriate action to 
minimise threats from industry changes, climate threats and transition to de-carbonisation;

ii) the relevant businesses should be in sectors which are likely to be more resilient to disruption from technology, 
including the internet, to economic downturn or other threats to their sustainability; and

iii) the properties should have high barriers to entry, making them di�cult to replace. This may be due to high costs of 
acquiring and developing the assets in question (for example, the significant investment and planning challenges 
required to create a theme park or hospital), or of building the networks and brand investments that underpin the 
operations of a business (for example, the nationwide coverage of the Budget Hotels portfolio and its 83 year old 
brand) or where assets are held by the Company at a discount to replacement cost.

Investment Adviser’s Report
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By meeting these tests, the Board considers that tenants should be more likely to renew or extend their leases and to 
continue to invest in the assets (including investing in sustainability initiatives), transferring the burden of obsolescence 
from the owner to the occupier and thus preserving value for the Company’s shareholders. We have seen evidence of 
this in the 38% of the Group rent roll where lease extensions have been agreed to date.

While the investment policy requires that any new investment has a Weighted Average Unexpired Lease Term of 15 
years or more at the time of acquisition, income longevity alone is not enough. When the Management Team and the 
Board consider how sustainable rental income is likely to be, we evaluate three layers of protection:

At site level i) � the profitability of a given site, enhancing its attractiveness to the incumbent and alternative 
operators; or

ii) �high residual value or alternative use value.

Tenants i) �their financial strength;
ii) �the sustainability of their business models;
iii) 

the strength of any restrictions relating to lease assignability; and
iv) �the spread of tenant operations, whether by segment or geography.

Any guarantors their financial strength and geographic spread of operations which add to those at site and 
tenant level.

Financing the assets that meet these criteria with a combination of equity and appropriately structured debt means that 
returns to shareholders can be enhanced in a way that properly manages risk. To date all credit facilities have been 
strictly non-recourse secured credit facilities where the equity at risk is limited to the net assets within ring-fenced 
subgroups. There are currently six such subgroups which are self-contained, with no cross-default provisions between 
them. This is the case both throughout 2021 and following the refinancing of the Merlin facilities contractually 
committed in March 2022. In all cases, substantial financial covenant headroom was negotiated into the credit 
agreements at the outset together with appropriate cure rights where cash can be diverted to a security group to 
maintain covenant compliance if that becomes necessary. As new investments are acquired or existing facilities 
refinanced, or if debt market conditions change, the appropriateness of the financing structure is kept under review in 
order to deliver well priced borrowings while protecting shareholders’ equity. We recognise that the additional 
protections can increase the cost of debt, and that trade-o� is evaluated relative to the risks in the specific assets and in 
the debt structure.

Where equity is raised to finance acquisitions, the Board has undertaken that shares will only be issued at or above net 
asset value in order to protect against dilution of shareholder returns.

With the Group’s debt costs largely fixed and its running costs predominantly represented by the advisory fee, which is 
a simple calculation on a reducing scale relative to net asset value (further explained in note 25c to the financial 
statements), the medium to long term prospects for shareholder returns on the basis of a small number of simple 
assumptions are largely predictable and transparent.
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The portfolio 
The Group held 160 properties at 31 December 2021, down from 161 last year following the sale of one asset with a book 
value of £0.1 million. Contracted annual passing rent following the expiry of all Covid related concessions was £116.8 
million at that date, up from £113.3 million, and the Weighted Average Unexpired Lease Term has increased by 9.8 years 
since December 2020 to 30.0 years without break. Movements in the independent property valuations and passing 
rents are set out in the following sections, as are the key terms of the leases, including the important and value accretive 
variations to the Merlin leases agreed at the end of 2021.

Temporary impact of Covid-19 related tenant support
Annualised rents receivable returned to 100% of their pre-Covid growth trajectory a week after the year end, when the 
last of the Travelodge rent concessions came to an end. No rent reductions have been granted since 31 December 2020 
and, largely as a consequence of the relaxation of all Covid-19 restrictions later than originally expected, we have agreed 
only two further rent deferrals since that date on 1.3% of total Group rents. The support measures granted in 2020 with 
an impact on the 2021 results are:

• June 2020 and September 2020 rents due from Merlin amounting to £17.7 million were deferred to September 2021 
and were received when due. The deferred rent was recorded in the income statement for the year to 31 December 
2020 but in order to more logically demonstrate the impact on the Group’s results in the period over which the 
concession was granted, these rents were excluded from Adjusted EPRA EPS for the 2020 financial year and 
included in the 2021 financial year, when the rents were received.

• The creditors of Travelodge Hotels Limited agreed a temporary rent reduction in 2020 which resulted in £8.9 million 
of rent foregone by the Company in 2021 (2020: £14.3 million). Rents returned to the levels originally contracted in 
January 2022. It was also agreed that the receipt of rental uplifts arising in 2020 and 2021 would be deferred until 
January 2022, so £0.8 million of further cash rents that would otherwise have been receivable in 2020 and 2021 was 
deferred to January 2022, at which point all deferred amounts were received. Consistent with the treatment of the 
Merlin rent deferral, the deferred uplifts will be recorded in Adjusted EPRA EPS in the 2022 financial year.

Further support provided in the 2021 financial year related to monthly rents totalling £1.8 million originally due between 
May and October 2021 from the tenant of The Brewery, which were deferred so they are payable in instalments until 
September 2022. Deferred amounts receivable in the balance sheet at 31 December 2021 amounted to £1.0 million. The 
deferred rent has been recorded in the income statement for the 2021 financial year but will be recorded in Adjusted 
EPRA EPS in the period in which it is received.

Impact of concessions on rental cash flows and Adjusted EPRA EPS

Year to
31 December

 2021
£m

Year to
31 December 

2020
£m

Merlin rent deferral including German rents at year end exchange rate 17.6 (17.7)
Budget Hotels rent reduction (8.9) (14.3)
Budget Hotels rent deferral (0.6) (0.2)
Brewery rent deferral (1.0) –

Impact on rental cash flow and Adjusted EPRA EPS (£m) 7.1 (32.2)

Impact on rental cash flow and Adjusted EPRA EPS (pence per share) 2.1 (9.9)

The accounting policy for rent concessions is explained in the Financial Review section of this Investment Adviser’s 
Report and in note 2d to the financial statements, and remains unchanged since the 2020 Annual Report.

Investment Adviser’s Report continued
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Rent collections
Over the 2021 financial year, the Group reported only minimal rent arrears in each quarterly collection cycle.

Rent collections

8 Jan to 
7 April 2021

£m

8 April to 
7 July 2021

£m

8 July to 
7 Oct 2021

£m

8 Oct 2021 to 
14 Jan 2022

£m

Originally contracted rents 28.3 28.7 28.8 32.5
Rent concessions:

 Reduced rents (2.2) (2.2) (2.2) (0.5)
 Deferred rents (0.1) (0.8) 17.6 1.0

Due in the period 26.0 25.7 44.2 33.0
Collected on or before the due date (25.9) (25.4) (44.2) (33.0)

Rent arrears at due date 0.1 0.3 – –
Rent deferral agreed after the due date – (0.3) – –

Rent arrears at the date of this report 0.1 – – –

2021 collected by due date (%) 99.9% 98.7% 100.0% 100.0%
2020 collected by due date (%) 83.1% 89.7% 99.9% 99.7%

There were no material impairments of receivables in the year or the prior year.

The portfolio
Number of 
properties

Valuation
£m

Passing rent 
£m

At the start of the year 161 1,946.9 113.3
Change at constant currency – 190.4 4.0
Exchange rate movements – (9.6) (0.5)
Non-core pub disposal (1) (0.1) –

At the end of the year 160 2,127.6 116.8

Portfolio valuation and rents by sector
There was a 9.8% increase in the independent external valuation at constant currency over the year, resulting in a net 
movement of 9.3% after exchange rate movements on the c. 6% of the portfolio represented by German assets, valued 
in Euros.

Valuation

Leisure Healthcare Budget Hotels Total

£m Change £m Change £m Change £m Change

31 December 2020 793.0 769.1 384.8 1,946.9

Revaluation 135.9 17.1% 21.3 2.8% 33.2 8.6% 190.4 9.8%
Exchange rate movement (9.6) (1.2)% – – – – (9.6) (0.5)% 
Disposal (0.1) – – (0.1)

Total movement in valuations 126.2 15.9% 21.3 2.8% 33.2 8.6% 180.7 9.3%

31 December 2021 919.2 790.4 418.0 2,127.6

77% of portfolio rents were reviewed in 2021 and overall achieved a 3.6% increase in like for like passing rent (3.1% after 
exchange rate movements).
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The portfolio continued

Passing rent
Leisure Healthcare Budget Hotels Total
£m Change £m Change £m Change £m Change

31 December 2020 47.5 36.6 29.2 113.3

Uplifts 2.0 4.1% 1.0 2.8% 1.0 3.7% 4.0 3.6%
Exchange rate movement (0.5) (1.0)% – – – – (0.5) (0.5)%

Total movement in rents 1.5 3.1% 1.0 2.8% 1.0 3.7% 3.5 3.1%

31 December 2021 49.0 37.6 30.2 116.8

The portfolio is valued by qualified independent external valuers every six months. In reaching their assessments of 
market value, the valuers had all details of agreed rent concessions. The valuations therefore take into account the full 
e�ect of those concessions and also recognise that rental income returned to its previously contracted levels in January 
2022. While the 31 December 2020 valuations of the Leisure and Budget Hotels assets were required under RICS rules 
to be expressed as subject to “material valuation uncertainty”, there is no such caveat applied to the 31 December 2021 
valuations. Further details of valuations are given in note 11 to the financial statements. The Company’s approach to 
managing the relationship with the valuers is explained in the Audit Committee Report on page 72 and its disclosure of 
valuation risk is in the summary of Principal Risks and Uncertainties on page 40.

Yields by sector

Yields

Leisure Healthcare3 Budget Hotels Total
31 Dec 

2021
31 Dec 
2020

31 Dec 
2021

31 Dec 
2020

31 Dec 
2021

31 Dec 
2020

31 Dec 
2021

31 Dec 
2020

Net Initial Yield1 4.92% 5.54% 4.46% 4.46% 6.78% 7.10% 5.11% 5.42%
Running Yield within 12 months2 5.13% 5.76% 4.58% 4.58% 7.31% 7.21% 5.35% 5.58%

1 Net Initial Yield was topped up in 2020 to ignore the impact of temporary rent concessions
2 the Leisure and Budget Hotels Running Yields are calculated using the independent external valuers’ estimates of RPI 

and CPI averaging 6.4% (2020: 2.5%) and 4.6% respectively
3 the Healthcare valuations and yields take no account of any uplift from an outstanding May 2018 open market rent 

review on the Ramsay hospitals; the Ramsay rents account for 94% of the Healthcare rents at 31 December 2021

Tenant or guarantor

Year to
31 December

 2021
£m

Year to
31 December 

2020
£m

Merlin Entertainments Limited1 36.1 35.6
Ramsay Health Care Limited 35.4 34.4
Travelodge Hotels Limited 30.2 29.2
SMG and SMG Europe Holdings Limited 4.2 4.0
The Brewery on Chiswell Street Limited 3.8 3.4
Orpea SA 2.2 2.2
Stonegate Pub Company Limited 2.2 2.2
Others (each below £1.3 million)2 2.7 2.3

116.8 113.3

1 £6.8 million (2020: £7.1 million) of the Merlin rents are Euro denominated
2  including £0.5 million (2020: £0.5 million) and £0.3 million (2020: £nil) of estimated variable net income from the car 

park and naming rights agreements at Manchester Arena respectively

Further information on the principal portfolio tenants and guarantors is given within the portfolio analyses that follow.

Investment Adviser’s Report continued

12 Secure Income REIT Plc Annual Report 2021 247



Basis of rent reviews

Contracted rents

31 December 2021
31 December 

2020

Reviewed 
annually

Reviewed 
five-yearly

Total 
portfolio

Total 
portfolio

CPI +0.5%, minimum 1%, maximum 4% 25% – 25% –
Upwards only RPI:

 Uncapped – 27% 27% 52%
 Collared* 4% 2% 6% 6%

Total upwards only inflation-linked reviews 29% 29% 58% 58%

Fixed uplifts, reviewed:
 Annually: weighted average 2.9% p.a. 38% – 38% 38%
 Five-yearly: weighted average 2.5% p.a. – 3% 3% 3%

Total fixed uplifts 38% 3% 41% 41%

Variable income – 1% 1% 1%

Total portfolio 67% 33% 100% 100%

*  annual RPI reviews with a 2% minimum and 5% maximum, and five-yearly RPI reviews with minimums between 1% 
and 1.5% and maximums between 3.5% and 4.0%

• 33% of portfolio income is reviewed to upwards only RPI
• 58% of portfolio income has RPI or CPI exposure 
• 72% of portfolio income is subject to fixed or minimum uplifts
• 67% of portfolio income is reviewed annually and the balance is subject to five-yearly review

As part of the lease regear agreed with Merlin at the end of the year, the basis of annual review on the Merlin UK assets 
included within the Group’s Leisure portfolio changed from upwards only uncapped RPI to CPI plus 0.5% subject to a 1% 
minimum and a 4% maximum. Fuller details of the lease variations including other beneficial changes are included in the 
Leisure assets section of this report.

Lease lengths
The Group’s leases are very long with a Weighted Average Unexpired Lease Term of 30.0 years without break from 31 
December 2021, significantly longer than all other major UK REITs.

Leisure Healthcare Budget Hotels Total
31 Dec 

2021
31 Dec 
2020

31 Dec 
2021

31 Dec 
2020

31 Dec 
2021

31 Dec 
2020

31 Dec 
2021

31 Dec 
2020

Weighted Average  
Unexpired Lease Term (years) 46.9 22.1 15.8 16.8 20.4 21.4 30.0 20.2

98% of contractual passing rents have an unexpired term without break of more than 15 years.
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The portfolio continued
No material vacancies or landlord costs
The portfolio is fully let other than a small restaurant unit at Manchester Arena with a negligible Estimated Rental Value. 
All occupational leases are on full repairing and insuring terms, meaning that property running costs are low and there is 
no material landlord’s capital expenditure requirement. There are two other income streams that arise from an operating 
agreement and a naming rights agreement rather than leases, which currently account for less than 1% of the Group’s 
passing rent.

Leisure assets (43% of portfolio value)
31 December

 2021
£m

31 December 
2020

£m

UK assets 42.2 40.4
German assets at constant currency 6.8 6.6

Contracted rents 49.0 47.0

Portfolio valuation at constant currency 919.2 783.4

The Company’s leisure assets are:

• four well established large scale visitor attractions with associated guest accommodation operated by Merlin 
Entertainments Limited;

• Manchester Arena, the UK’s largest indoor arena by capacity;
• The Brewery, one of London’s largest catered events venues on Chiswell Street in the City of London; and 
• a portfolio of 17 freehold high street pubs located in England and Scotland.

Merlin attractions and hotels 
The Merlin assets include two of the UK’s top three resort theme parks by visitor numbers, Alton Towers and 
Thorpe Park, as well as Warwick Castle, and all the on-site guest accommodation at the three attractions. The 
German assets operated by Merlin are Heide Park resort theme park and hotel in Soltau, Saxony, which is the largest in 
Northern Germany. These assets are all held freehold and are let on a full repairing and insuring basis to subsidiaries of 
Merlin Entertainments Limited, which owns all of Merlin’s operating businesses worldwide and which is the guarantor of 
all lease obligations for these assets. The guarantor company operates over 130 attractions in 25 countries and has the 
benefit of all of Merlin’s global operations including leading brands such as Sea Life Centres, Legoland Parks and, 
following an acquisition announced in January 2022, Cadbury World. Measured by the number of visitors, Merlin is 
Europe’s largest and the world’s second largest operator of leisure attractions, second only to Disney.

Merlin was taken private in 2019 at a price representing some £6 billion of enterprise value. It is owned by a consortium 
of substantial, established, long term investors: Kirkbi, the owner of the Lego business which has been invested in 
Merlin since 2005 and which owns 47.5% of Merlin, together with Blackstone Core Equity Partners, a long term fund 
comprising part of Blackstone’s assets under management of c. £654 billion at 31 December 2021, The Canada 
Pension Plan Investment Board, one of the world’s largest pension fund investors with assets under management of 
c. £467 billion at 31 December 2021, and the Wellcome Trust which had assets under management of c. £38 billion at 
31 December 2021. The quoted price of Merlin’s publicly traded 5.75% bonds maturing in 2026, which have been in issue 
since before the onset of the pandemic, is above par with a yield to maturity on 8 March 2022 of 4.8%.

Total contracted rents receivable from Merlin were £36.2 million per annum at 31 December 2021, which is an increase of 
3.0% on a constant currency basis over £35.1 million at 31 December 2020 and an increase of 1.6% after the impact of 
currency translation.

In December 2021, in return for a premium of £33.5 million payable to Merlin, the leases were regeared including an 
extension of the lease terms of all the UK and German Merlin assets by 35 years such that the weighted average term to 
expiry is now 55.5 years without break from 31 December 2021. The tenants have a further right to renew for 35 years at 
the end of that term. It was also agreed with the tenants of the UK properties (with a passing rent of £29.3 million at 
31 December 2021) to change the basis of the annual rental uplift on those leases. Previously subject to upwards only 
uncapped RPI, with e�ect from (and including) the next review in June 2022, the reviews will be calculated as upwards 
only CPI plus 0.5%, subject to a minimum uplift of 1% and a maximum uplift of 4%. The rental uplifts on the German 
assets, with a passing rent at 31 December 2021 of £6.8 million (scheduled to increase to £7.1 million in July 2022 at the 
31 December 2021 exchange rate), remained unaltered with fixed annual uplifts every July of 3.34%.
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All of the Merlin leases were also updated to formalise the existing close co-operation between the Group and Merlin in 
relation to ESG, in particular the reporting and management of environmental matters. Clauses were added to formalise 
the provision of information on tenant trading performance both at a site and guarantor level on an annual basis.

Manchester Arena and ancillary assets
Manchester Arena is a long leasehold strategic site of eight acres which is located on top of Manchester Victoria Railway 
and Metrolink station. It comprises a 21,000 seat indoor arena, the UK’s largest by capacity, an additional 160,000 sq ft 
of o�ce and leisure space, a multi-storey car park with approximately 1,000 spaces, and other ancillary income sources.

Known as the AO Arena, it is let to SMG and SMG Europe Holdings Limited, part of ASM Global, with 23.5 years 
unexpired without break from 31 December 2021. The annual rent is £4.1 million before head rent and is reviewed 
annually every June in line with RPI, collared between 2% and 5%, which in 2021 resulted in a rental increase of 3.3%.

ASM Global was created by a merger of AEG Facilities and SMG in October 2019 and is the world’s largest venue 
management company, operating over 300 venues in five continents. The Arena was closed during the initial part of the 
pandemic period but it was able to reopen in August 2021 and was fully operational from September 2021. Despite not 
trading as a result of the pandemic restrictions, all Arena rents have been received when due, reflecting the strength of 
this large and well capitalised global operator as a tenant. The o�ces and ancillary leisure space at Manchester are let to 
tenants including Serco, Unison, JCDecaux and go-karting operator TeamSport. The leases on the Manchester site as a 
whole have an average term to expiry of 15.8 years from 31 December 2021 and produce net passing rent, after head 
rent, of £6.1 million per annum at that date.

The Brewery on Chiswell Street
The Brewery is a predominantly freehold investment let to an established specialist venue operator on a full repairing 
and insuring lease. The largest catered event space in the City of London, it is located within five minutes’ walk of the 
Moorgate entrance to the new Crossrail station at Liverpool Street. The Brewery was closed during the initial part of the 
pandemic period but was permitted to reopen in July 2021 and restored full operations from September 2021.

The lease term to expiry is 34.5 years without break from 31 December 2021 and the lease provides for five-yearly 
fixed uplifts of 2.5% per annum compounded. The passing rent increased from £3.4 million per annum to £3.8 million 
in July 2021 as a result. Four months’ rent amounting to £1.2 million was deferred in 2021 and £1.0 million remains 
repayable in instalments between January and September 2022.

Pubs portfolio
As at 31 December 2021 the portfolio of 17 high street pubs produced passing rent of £2.2 million per annum and the 
leases had an average term to expiry of 23.5 years without break. The pubs all opened for indoor trading, subject to Covid 
restrictions, by May 2021 and final social distancing restrictions were lifted in July 2021. During the year, one pub with no 
rent receivable was sold with vacant possession for £150,000, slightly ahead of the 31 December 2020 book value.

16 of the pubs are let on individual leases either to, or guaranteed by, Stonegate Pub Company Limited, the largest pub 
group in the UK with over 4,500 pubs following Stonegate’s acquisition of Ei Group for £1.3 billion in March 2020. 
Stonegate’s Sterling bonds maturing in 2025, issued in July 2020, were trading above par at a yield to maturity of 7.8% 
at close on 8 March 2022. The lease of the remaining pub in Palmers Green, London was assigned to another operator 
during the year and represents 1.5% of the pub rents and a negligible proportion of total Group rents.

Rents are subject to five-yearly RPI-linked increases collared between 1% and 4% per annum compounded. The next 
review, on all of the pubs, falls due in February 2025.
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Healthcare assets (37% of portfolio value)
31 December

 2021
£m

31 December 
2020

£m

Ramsay hospitals 35.4 34.4
London psychiatric hospital 2.2 2.2

Contracted rents 37.6 36.6

Portfolio valuation 790.4 769.1

The Group’s healthcare assets, 11 freehold private acute hospitals and a central London freehold private psychiatric 
hospital, continued to trade throughout the pandemic with no rent concessions required. The private hospitals are 
located throughout England and are let to a subsidiary of Ramsay Health Care Limited, the ASX50 listed Australian 
healthcare company. The psychiatric hospital, the only private facility of its kind in central London, is let to a subsidiary 
of Orpea SA. Located in Lisson Grove, it trades as The Nightingale Hospital.

The Ramsay hospitals are let on full repairing and insuring leases with a term to expiry from 31 December 2021 of 
15.3 years without break. The rents increase in May each year by a fixed minimum of 2.75% per annum throughout the 
lease term and, following the May 2021 fixed uplifts, the rents increased from £34.4 million to £35.4 million per annum. 
In addition, there is an upwards only open market rent review within each lease as at 3 May 2018, then in May 2022 and 
every five years thereafter. The May 2018 open market review remains outstanding. As a test case for the portfolio, the 
review of one hospital was instigated, without prejudicing our ability to proceed with the reviews on the other assets in 
future. The rent review is currently subject to a formal arbitration process which was put on hold by agreement between 
the parties during 2020 to allow Ramsay management to fully focus on its pandemic response and because the 
arbitrator would have been unable to inspect the hospitals during the lockdowns. Counter submissions were made in 
January 2022. The arbitrator had previously indicated that he would make a decision within four weeks, however his 
timetable is still awaited. The outcome of the review and how the arbitrator approaches his decision is likely to 
determine how the Group and Ramsay progress the other May 2018 open market reviews for the remaining hospitals. 
Given the uncertainty over the time taken to resolve the arbitration and the nature of that process, there is currently no 
indication of the likely review outcome and these financial statements take no account of any potential increase in rental 
income that may arise from it.

The leases on the Ramsay hospitals are all guaranteed by Ramsay Health Care Limited, one of the top five private 
hospital operators in the world and the largest operator of private hospitals in Australia, France and Scandinavia. In 
December 2021, Ramsay announced the acquisition of leading UK acute mental health business Elysium Healthcare for 
£775 million, further cementing the Group’s commitment to the UK. Ramsay is a constituent of the ASX 50 index of 
Australia’s largest companies, with a market capitalisation at 8 March 2022 (and using the exchange rate on that date) 
of £7.7 billion and has an investment grade credit rating.

The Ramsay hospitals, through their contracts with NHS England, provided guaranteed capacity to the NHS during 
the pandemic to tackle the Covid crisis at cost (including the cost of their rents) for approximately a year from late 
March 2020. Ramsay reported in February 2021 that they had treated more than 500,000 NHS patients over this 
period, more than any other provider in the independent sector. The Ramsay balance sheet is strong with low leverage 
and significant cash flows supporting material capital expenditure in the existing estate and also earmarked for further 
investment in future. Ramsay’s management continue to highlight the opportunities in the UK and elsewhere from the 
backlog in demand for both public and private healthcare services alongside the existing demographic and other 
growth drivers for their business.

The London psychiatric hospital is let on a full repairing and insuring lease with a term to expiry at 31 December 2021 of 
22.6 years without break. The rent increases in May each year by a fixed 3.0% per annum throughout the lease term and 
increased from £2.17 million to £2.23 million in May 2021. The lease is guaranteed by Orpea SA, a European operator of 
retirement homes, rehabilitation clinics and psychiatric care, listed on Euronext Paris with a market capitalisation at 
8 March 2022 (and using the exchange rate on that date) of £1.8 billion.
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Budget Hotels assets (20% of portfolio value)

31 December
 2021

£m

31 December 
2020

£m

Contracted rents 30.2 29.2

Portfolio valuation 418.0 384.8

At 31 December 2021 the Group owned 123 Travelodge hotels in England, Wales and Scotland (the same number was 
held at 31 December 2020), let to Travelodge Hotels Limited which is the main operating company within the Travelodge 
group trading in the UK, Ireland and Spain. Travelodge is the UK’s second largest budget hotel brand, with 592 hotels 
and c. 45,000 rooms as at 31 December 2021.

As a response to liquidity issues created by the sudden forced closure of nearly all of their hotels, Travelodge entered 
into a Company Voluntary Arrangement (“CVA”) in June 2020 which came to an end in January 2022. As a consequence 
of the CVA, £14.3 million of rent was foregone by the Group in the 2020 financial year and the extent of the rent 
reduction reduced significantly in 2021 to £8.9 million. Rents returned to the levels originally contracted in January 2022 
and all rent demanded under the terms of the CVA was received when due. Rent reviews arising during the CVA 
concession period continued to be calculated and documented but were deferred in line with the terms of the CVA. 
As a result, £0.8 million of uplifted rent was deferred in total across 2020 and 2021 and was received in full when it fell 
due in January 2022.

Travelodge is a major, established brand with very high levels of brand recognition and a strong pre-pandemic five year 
performance track record. In addition to the rent reductions secured by Travelodge through their CVA, the company 
raised £40 million of equity from its shareholders and completed a £65 million private debt placement in December 
2020 to further support liquidity. At close on 8 March 2022, Travelodge’s publicly traded bonds, which have been in 
issue throughout the pandemic, were trading at 95% of their pre-pandemic level at the start of 2020, with a yield to 
maturity of 7.4%.

In a trading update issued by Travelodge’s parent company on 1 March 2022, they reported revenues for the final 
quarter of 2021 up c. 2% and revenue per available room up 5.9% against 2019, with a continuation of the group’s 
seven year outperformance of the mid-scale and economy segment. This followed very strong results reported for 
the third quarter of 2021. While trading performance in the first weeks of 2022 showed some impact from the 
Omicron wave, improvements have been reported since the lifting of Covid restrictions with revenue returning to 2019 
levels by early February and improving throughout the month. £142.8 million of cash was held at 31 December 2021 and 
a refit capex programme of c. £70 million in 2022 has commenced. Travelodge management reported that “with our 
large network of hotels, value proposition and focus on domestic travel, we are well positioned to benefit in the 
expected recovery.”

The average term to expiry of the Travelodge leases is 20.4 years from 31 December 2021 with no break clauses. 
The leases are on full repairing and insuring terms and Travelodge is also responsible for the cost of any headlease 
payments and other amounts owing to the freeholders of the 52 leasehold properties. There are upwards only 
uncapped RPI-linked rent reviews every five years throughout the term of each lease, with reviews falling due over a 
staggered pattern across the portfolio. Reviews on 23% of the portfolio by rental value represented by 27 hotels were 
agreed during 2021 with passing rent on those assets increasing by 16.5% from £6.6 million to £7.7 million. 38% of the 
passing rent will be reviewed in 2022, 10% in 2023, 5% in 2024 and 24% in 2025.
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Financing
The Group’s operations are financed by a combination of cash resources and non-recourse debt finance, where the 
equity at risk is limited to the net assets within six ring-fenced subgroups. Each subgroup is self-contained, with no 
cross-default provisions or cross collateralisation between the six of them. In all cases, substantial financial covenant 
headroom was negotiated into loan terms at their inception, together with appropriate remedial cure rights, where cash 
can be temporarily injected into a security group in order to maintain covenant compliance if and when necessary.

Since the year end, the Merlin credit facilities have been refinanced, the impact of which is summarised at the end of 
this section.

31 December 
2021

31 December 
2020

Gross debt at the start of the year 928.3 930.7
Scheduled loan repayments (7.3) (4.4)
Repayment from disposal proceeds – (1.5)
Foreign currency translation (4.2) 3.5

Gross debt at the end of the year 916.8 928.3
Secured cash (29.9) (23.1)
Free cash (168.5) (196.6)

Net debt at the end of the year 718.4 708.6

Net LTV 33.8% 36.4%

The principal movements in the cash balance during the year are explained in the cash flow section of this report, with 
the main reason for the increase in net debt being the deployment of £30.5 million (of a maximum £33.5 million 
premium payable) from free cash in payment for the Merlin lease variations.

The weighted average term to maturity of the Group’s debt was 2.1 years at 31 December 2021 compared to 3.1 years at 
31 December 2020. This has been extended to a weighted average term of 3.4 years on a pro forma basis following the 
refinancing of the Merlin facility in March 2022. Save for minor, market standard variations to certain terms to deal with 
the UK’s transition from LIBOR to SONIA as a reference rate on certain of the Sterling loans, the terms of the facilities 
did not change in the year.

Principal  
£m

Number of 
properties 

securing loan

Maximum 
annual interest 

rate
Interest rate 

protection
Annual cash 

amortisation

Final 
repayment 

date

Merlin leisure1 372.41 6 5.7% Fixed £3.8m2 Oct 20221

Budget Hotels 2 65.4 70 3.3% 80% fixed 
20% capped

None Apr 2023

Leisure: Arena, Brewery, Pubs 60.0 19 3.2% 83% fixed 
17% capped

None Jun 2023

Budget Hotels 1 59.0 53 2.7% Fixed None Oct 2023
Healthcare 1 63.5 2 4.3% Fixed £0.3m Set 2025
Healthcare 2 296.5 10 5.3% Fixed £3.2m Oct 2025

Total 916.8 160 4.9%

1  £312.8 million of senior and mezzanine Sterling denominated loans and €70.9 million of senior and mezzanine Euro 
denominated loans translated at the year end exchange rate of €1:£0.84. All loan tranches within the total £372.4 
million are cross-collateralised with each other. Since the balance sheet date the Merlin leisure loan has been 
refinanced with a new loan which has a term certain of four years to March 2026 with a one year extension option 
subject to suitable hedging being place at that time

2  comprising £3.2 million on the Sterling facility and €0.7 million on the Euro facility

The Board manages interest rate risk by either fixing (by way of fixed rates or by entering into interest rate swaps on 
floating rates) or capping rates over the term of each loan. As at 31 December 2021, 97.5% of the loan principal of the 
Group’s borrowings incurred interest at fixed rates. The weighted average interest payable in the year remained the 
same as in 2020 at 4.9% per annum.

There have been no defaults or potential defaults in any facility during the year or since the balance sheet date. 
The headroom on financial covenants at the balance sheet date remains substantial and is analysed in the financial 
review on the following pages.
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Refinancing of Merlin facilities in March 2022
A new committed credit agreement was entered into in March 2022 to refinance the Merlin leisure facility which matures 
in October 2022. Subject to satisfaction of certain conditions precedent which are typical for this type of facility, the 
new loan is expected to be drawn at the end of April 2022 and the existing facilities repaid at that stage. 

The new facility will be £282.5 million at 31 December 2021 exchange rates and £108.2 million of the Group’s 
Uncommitted Cash will also be applied to meet the prepayment of the existing loans plus refinancing costs. Interest rate 
caps were purchased when the facility agreement was signed, establishing a maximum interest rate payable of 4.95% 
per annum, 15% lower than the current rate payable at the maximum capped cost, with potential for further upside to 
the extent that rates are below the capped level of 1.50%. The new facility is an interest only loan with a term of three 
years from signing with two one-year extensions. The extensions are subject only to interest rate hedging being in place 
at an appropriate level and as the caps purchased at the time of signing have a term of four years, the loans have an 
e�ective four year term with the option to extend for one further year. Importantly, the new facility is strictly non-
recourse to any assets beyond those in the subgroup that owns the Merlin assets, and there is no LTV default covenant. 
The income cover covenant level is 100% which means that there is very substantial headroom on that covenant from 
day one, when the actual cover is expected to be in excess of 260%.

Pro forma impact of refinancing
31 December 

2021
£m

Refinancing 
adjustments

£m
Pro forma2

£m

Portfolio independent valuation 2,127.6 – 2,127.6
Gross debt (non-recourse) (916.8) 88.9 (827.9)
Uncommitted Cash1 159.9 (108.2) 51.7
Other cash: secured cash and free cash reserved for creditors 38.5 – 38.5
Other net liabilities including rent in advance (35.1) 11.4 (23.7)

EPRA NTA 1,374.1 (8.0) 1,366.1

 
Net LTV 33.8% 34.7%

Weighted average term to expiry 2.1 years 3.4 years
Weighted average maximum cost 4.9% 4.6%

1  certain of the refinancing costs will not be known until completion, therefore certain costs are estimated
2  the adjustments and pro forma figures use the year end exchange rate to translate Euro balances

Following the refinancing, 37% of the Group’s debt will benefit from rate savings should the actual cost of funds fall 
below capped rates. Through the combination of fixed, swapped and capped rates, the weighted average maximum 
rate of 4.6% will not be exceeded.

£m
% of debt 
portfolio

UK SONIA capped at 1.50% 232.0 28%
EURIBOR capped at 1.50% 50.5 6%
UK SONIA capped at 1.43% 13.3 2%
UK SONIA capped at 1.65% 10.0 1%

Total debt with potential for rate saving 305.8 37%
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Financial review
Key performance indicators (“KPIs”)
The Board monitors the following key performance indicators, which are further commented on in this report.

Year to
31 December

 2021

Year to
31 December 

2020

Financial measures:
Total Accounting Return 15.8% (8.0)%
Total Shareholder Return 46.7% (27.3)%
Adjusted EPRA EPS 17.5p 3.5p
Net LTV ratio 33.8% 36.4%
Uncommitted Cash £159.9m £192.0m
Other measures:
Headroom on debt default covenants before any preventative cash cure or other 
remedial action:

Valuation headroom before tightest LTV default test would be triggered 35% 32%
Rent headroom before tightest projected interest cover default test would be triggered 31% 29%

Dividend policy
The Company’s dividend policy established at the time of listing was to distribute Adjusted EPRA earnings by way of 
a fully covered cash dividend, paid quarterly. This enabled it to distribute increasing dividends in line with the geared 
increases in net rental income, driven by the combination of annual fixed and inflation-linked rental uplifts together 
with largely fixed debt costs and stable and predictable administrative expenses.

The dividend policy was modified in August 2019 to reflect the impact of the sale of a portfolio of eight Ramsay 
hospitals, which reduced Adjusted EPRA EPS and significantly increased the surplus cash balance. This resulted in 
a decision to use the cash surplus in part to top up dividends to a level that would otherwise have been payable had 
the hospitals not been sold until such time as the surplus cash was invested, used for debt management or otherwise 
deployed for the benefit of shareholders. By the first quarter of 2020, prior to the pandemic, dividends were payable at 
a quarterly rate of 4.20 pence per share, being 3.525 pence per share and ‘top up’ dividends of 0.675 pence per share.

The impact of the pandemic on the Group’s rental income and on the Board’s assessment of risks and uncertainties arising 
from it resulted in a further review of the dividend policy. With the Company’s liquidity surplus directed to supporting 
tenants and ensuring the robustness of the balance sheet during such uncertain times, the Board concluded that the 
element of the dividend relating to topping up income on the sold hospitals should be discontinued with e�ect from the 
July 2020 dividend. However, the Board also concluded that it would be appropriate to continue to pay dividends at a 
level that recognised that the Covid-19 rent concessions granted were temporary, and as a result some of the surplus 
liquidity was used to fund the dividend in excess of the Group’s Adjusted EPRA earnings. At that time, the quarterly 
dividend was reset to 3.65 pence per share.

The dividend was maintained at 3.65 pence per share in each of the last two quarters of 2020 and the first two quarters of 
2021 and it was increased to 3.95 pence per share as declared in the third and fourth quarters of 2021 and the first quarter 
of 2022. With the stabilisation of the business following the scaling back of pandemic restrictions and following the de-risking 
provided by the refinancing of the Merlin debt facility, the dividend policy has been updated and is expected to return in 
due course to the original policy of distributing Adjusted EPRA EPS. The dividend rate is expected to increase in line with 
earnings in the third quarter of every year as the majority of the reviews on the current portfolio arise prior to July each year.

Therefore, commencing from the July 2022 quarter, we are targeting an increase in dividends of 15% to an annualised 
18.2 pence per share. This is on the basis of the current portfolio, reflecting the reduction in financing costs following 
the degearing and refinancing of the Merlin debt (assuming that the Merlin debt is drawn as expected in April 2022), 
the application of current market estimates of RPI and CPI for the 2022 rent reviews and with no further changes to the 
portfolio or to the financing of the business. This increased dividend equates to a 4.3% yield on 31 December 2021 EPRA 
NTA on an annualised basis (4.55 pence per share quarterly). This dividend target does not represent a profit forecast.
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Key performance indicator – Total Accounting Return
In measuring progress against the Board’s objective to deliver attractive and sustainable shareholder returns, both Total 
Accounting Return (the movement in EPRA NTA per share plus dividends) and Total Shareholder Return (the share 
price movement plus dividends) are monitored. The principal focus for the Board is on Total Accounting Return as the 
Total Shareholder Return, while important, is also subject to wider market fluctuations that are not necessarily related to 
the Group itself.

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

NAV at the start of the year 1,221.5 377.0 1,384.5 428.8
Investment property revaluation* 140.2 43.3 (166.6) (51.4)
Rental income* less administrative expenses, finance costs 

and tax 59.4 18.3 52.9 16.3
Dividends paid (49.3) (15.2) (50.8) (15.7)
Currency translation movements and derivative revaluations (2.0) (0.7) 1.5 0.5
Dilution from shares issued in settlement of previous year’s 

incentive fee – – – (1.5)

NAV at the end of the year 1,369.8 422.7 1,221.5 377.0

Change in NAV 148.3 45.7 (163.0) (51.8)
Dividends paid 49.3 15.2 50.8 15.7

IFRS Total Accounting Return 197.6 60.9 (112.2) (36.1)

IFRS Total Accounting Return: percentage 16.2% (8.4)%

*  including £15.2 million or 4.7 pence per share (2020: £23.7 million or 7.3 pence per share) of Rent Smoothing Adjustments

The industry standard EPRA NTA measure takes IFRS Net Asset Value and excludes items that are considered, in 
accordance with the EPRA Guidance, to have no relevance to the assessment of long term performance. When 
assessing the extent to which any deferred tax liabilities are included in the calculation of EPRA NTA, the EPRA 
Guidance requires an assessment of the likelihood of the relevant properties being sold and accordingly, the Group’s 
reported IFRS NAV has been adjusted to exclude 50% of deferred tax on the German property revaluations and all of 
the fair value movements on derivatives in arriving at EPRA NTA. EPRA NTA and EPRA NTA per share are reconciled to 
IFRS Net Asset Value in note 23 to the financial statements.

Movements in EPRA NTA

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

EPRA NTA at the start of the year 1,229.2 379.3 1,391.3 429.4
Investment property revaluation* 155.5 48.0 (142.5) (44.0)
Rental income* less administrative expenses, finance costs and 

current tax 42.6 13.1 28.8 8.9
Dividends paid (49.3) (15.2) (50.8) (15.7)
Currency translation movements (3.9) (1.1) 2.4 0.7

EPRA NTA at the end of the year 1,374.1 424.1 1,229.2 379.3

Movement in EPRA NTA 144.9 44.8 (162.1) (50.1)
Dividends paid 49.3 15.2 50.8 15.7

Total Accounting Return 194.2 60.0 (111.3) (34.4)

Total Accounting Return – percentage 15.8% (8.0)%

* adjusted by £15.2 million or 4.7 pence per share (2020: £23.7 million or 7.3 pence per share) of Rent Smoothing Adjustments

The analysis of the investment property revaluation in the year is presented in the Portfolio section of this report. The 
other movements in EPRA NTA are explained in the sections of this report on the elements of EPRA Earnings.
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Financial review continued
Key performance indicator – Total Shareholder Return

Total shareholder return

Year to 
31 December 

2021
Pence per 

share 

Year to 
31 December 

2020
Pence per 

share

Share price at the end of the year 425.0 300.0
Share price at the start of the year (300.0) (434.0)

Movement in the year 125.0 (134.0)
Dividends paid 15.2 15.7

Total Shareholder Return 140.2 (118.3)

Total Shareholder Return – percentage 46.7% (27.3)%

Key performance indicator – Adjusted EPRA earnings per share
Basic EPS is calculated on IFRS earnings as reported in the financial statements.

Basic and diluted EPS (IFRS basis)

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings 121.8 37.5 120.2 37.0
Net finance costs (50.0) (15.4) (49.9) (15.4)
Administrative expenses (15.2) (4.7) (17.0) (5.2)
Tax charge (0.4) (0.1) (0.3) (0.1)

Earnings before revaluations 56.2 17.3 53.0 16.3
Investment property revaluations net of deferred tax 143.4 44.3 (166.7) (51.4)

Basic and diluted earnings per share 199.6 61.6 (113.7) (35.1)

IFRS earnings include unrealised property revaluation movements, gains and losses on any property disposals and 
certain other elements such as unrealised movements in the fair values of interest rate derivatives, which are considered 
to distort an assessment of underlying long term performance of real estate companies and which are therefore 
required to be excluded from EPRA earnings under the EPRA Guidance. The calculation of EPRA earnings and EPRA 
Earnings Per Share is presented in note 10 to the financial statements.

There are certain items within EPRA earnings which create a material disconnect between those earnings and the 
Group’s funds from operations available for the payment of dividends: principally the Rent Smoothing Adjustments, 
including those arising as a result of the Covid-19 related rent concessions, and any incentive fees which are payable in 
shares. We therefore present a further measure, Adjusted EPRA earnings, both for comparison of the performance of 
the Group from year to year and with its peer group, and to avoid distortions which in turn would result in unreliable 
measures of Dividend Cover.

Adjusted EPRA EPS is derived from EPRA EPS by:

• removing the Rent Smoothing Adjustments from rental income and reflecting the impact of any rent deferrals, to 
include rents on a basis that is much closer to cash rents receivable;

• excluding the charge for any incentive fee, on the basis that it is a non-cash payment and considered to be linked to 
revaluation movements, and therefore best treated consistently with revaluations which are excluded from EPRA EPS 
(last paid in respect of the year to 31 December 2019);

• excluding any significant non-recurring costs or income (there have been no non-recurring income or costs 
since 2016); and

• calculating the weighted average number of shares so as to reflect the actual dates on which shares were issued.
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Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings 119.8 36.9 118.2 36.5
Net finance costs (48.1) (14.8) (48.0) (14.9)
Administrative expenses (15.2) (4.7) (17.0) (5.2)
Tax charge (0.4) (0.1) (0.3) (0.1)

EPRA earnings 56.1 17.3 52.9 16.3
Rent Smoothing Adjustments:

 Before any Covid related rent concessions (7.8) (2.5) (8.9) (2.7)
 Impact of Covid related rent concessions: di�erence between 
 IFRS and Adjusted EPRA EPS recognition of concessions (7.4) (2.2) (14.8) (4.6)

Rent deferrals:
 Theme parks 17.6 5.5 (17.7) (5.5)
 Other (1.8) (0.6) – –

Adjusted EPRA earnings 56.7 17.5 11.5 3.5

Adjusted EPRA EPS is reconciled to basic EPS in note 10 to the financial statements. The table below shows the analysis 
of the Adjusted EPRA earnings in the year in order to demonstrate where the adjusting items take e�ect.

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings before rent concessions 113.5 35.0 110.8 34.2
Net finance costs (48.1) (14.8) (48.0) (14.9)
Administrative expenses (15.2) (4.7) (17.0) (5.2)
Tax charge (0.4) (0.1) (0.3) (0.1)

Like for like earnings before rent concessions 49.8 15.4 45.5 14.0
Rent concessions (8.9) (2.8) (16.3) (5.0)
Rent deferrals 15.8 4.9 (17.7) (5.5)

Adjusted EPRA earnings 56.7 17.5 11.5 3.5

An analysis of the Group’s rental income is included in the portfolio review earlier in this report and the other 
components of earnings are analysed on the following pages.

Adjusted EPRA EPS – property outgoings

Property outgoings

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Irrecoverable property costs 0.3 0.1 0.3 0.1
Head rents on leasehold properties 0.2 0.1 0.5 0.1
Managing agents’ fees and other net property outgoings 0.1 – 0.2 0.1
Costs of negotiating and documenting rent concessions – – 0.6 0.2

Property outgoings in IFRS and EPRA earnings 0.6 0.2 1.5 0.5
Financing element of head rent costs reclassified from finance 

costs and investment property revaluations 1.9 0.6 1.7 0.6
Recovery of head rent and other costs reclassified from revenue (1.6) (0.5) (1.6) (0.6)
Costs of negotiating and documenting rent concessions 

reclassified from finance costs – – 0.1 –

Property outgoings in Adjusted EPRA earnings 0.9 0.3 1.7 0.5
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Financial review continued
On an EPRA and Adjusted EPRA earnings basis, various items are reclassified in accordance with the EPRA Guidance 
to more accurately reflect the net cost of the Group’s property outgoings. This primarily entails moving elements of the 
Group’s property costs that are required under IFRS to be classified within finance costs, property revaluations or 
revenue. The adjusted figure is used in the calculation of the industry standard EPRA Cost Ratios shown in the 
unaudited supplementary information. This includes the recovery of certain head rent and other costs from the 
occupational tenants. For the year ended 31 December 2021, the EPRA Cost Ratio including direct vacancy costs was 
12.8% (down from 15.1% in 2020) and excluding direct vacancy costs it was 12.6% (down from 14.8%) with the declines in 
the year largely as a result of the expiry of rent concessions and the costs of negotiating the rent concessions all falling 
within 2020.

Adjusted EPRA EPS: administrative expenses
The Group’s administrative expenses for the year and prior year are the same under IFRS and the EPRA measures.

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Advisory fees 13.2 4.1 13.7 4.2
Other administrative expenses 1.5 0.4 2.8 0.8
Corporate costs 0.5 0.2 0.5 0.2

Total administrative expenses 15.2 4.7 17.0 5.2

Because VAT cannot be applied to the rents on the Healthcare assets, there is an element of irrecoverable VAT incurred 
on the Group’s running costs which is included within each relevant line item in the table above. The proportion of 
disallowed VAT on administrative expenses averaged 19% during the year (2020: 30%).

As an externally managed business, the majority of the Group’s overheads are covered by the advisory fees paid to the 
Investment Adviser, which meets o�ce running costs, administrative expenses and remuneration for the whole 
management and support team out of those fees. The cost to the Company of the advisory fee for the year amounted 
to £12.4 million plus irrecoverable VAT of £0.8 million (2020: £12.8 million plus irrecoverable VAT of £0.9 million).

The basis of calculating the advisory fees is explained in note 25b to the financial statements. In summary, the fees are 
calculated on a reducing scale based on the Group’s EPRA NAV (as defined under the EPRA recommendations in place 
at the time of inception of the management contract), at:

• 1.25% per annum on EPRA NAV up to £500 million; plus
• 1.0% on EPRA NAV from £500 million to £1 billion; plus
• 0.75% on EPRA NAV from £1 billion to £1.5 billion: plus
• 0.5% thereafter.

In this way, the Investment Adviser is directly exposed to any reduction in the Group’s EPRA NAV by way of a reduction 
in its fee income and shareholders benefit from economies of scale through a reducing fee scale as EPRA NAV grows.

In February 2020 the Independent Directors approved a proposal made by the Investment Adviser to exclude the 
surplus cash on the hospitals portfolio disposal in 2019 from EPRA NAV on which the advisory fee is calculated to the 
extent that those funds have not been:

• deployed in topping up dividends or otherwise returned to shareholders;
• invested in acquisitions; or
• used for liability management.

This change took e�ect from the first fee calculation following that review, 1 April 2020. The saving for the 2021 
financial year as a result of this amendment was £0.8 million (2020: £0.8 million). The surplus cash realised on the 
disposal was £164.0 million and the balance remaining at 31 December 2021 was £88.1 million (2020: £113.9 million). 
Following the drawdown of the new Merlin credit facilities, which is scheduled for April 2022, the surplus cash balance 
will be fully deployed and this adjustment will no longer be made to the advisory fee calculation.
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The other recurring administrative expenses are principally professional fees, including the costs of independent 
external property valuations, external trustee and administration costs, tax compliance fees and the fees of the external 
auditor, which are largely billed directly to subsidiary undertakings. Fees paid to the auditor are disclosed in note 7 to 
the financial statements.

Corporate costs are those costs necessarily incurred as a result of the Company being listed and comprise:

• fees payable to the four Independent Directors amounting to £0.2 million in the year (2020: £0.2 million), with the other 
three Directors being shareholders in the Investment Adviser who receive no directors’ fees from the Company; and

• other costs of being listed, such as the fees of the nominated adviser required under the AIM Rules, registrars’ fees 
and AIM fees, which together totalled £0.3 million (2020: £0.3 million) in the year.

As explained in note 25d to the financial statements, if Total Accounting Return exceeds a benchmark level in any 
financial year, an incentive fee may be earned. No incentive fee was earned in the current or prior year.

Adjusted EPRA EPS: net finance costs

Basic and diluted EPS (IFRS basis)

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Interest on secured debt facilities 45.3 13.9 45.9 14.2
Amortisation of costs of arranging facilities (non-cash) 2.3 0.7 2.3 0.7
Interest charge on headlease liabilities 1.8 0.6 1.7 0.5
Loan agency fees and other lenders’ costs 0.5 0.2 0.3 0.1
Fair value movements on derivatives 0.1 – 0.1 –
Interest income – – (0.4) (0.1)

Net finance costs for the year (IFRS and EPRA basis) 50.0 15.4 49.9 15.4
Reclassification of interest charge on headlease liabilities 

against revenue* (1.8) (0.6) (1.7) (0.5)
Costs of negotiating and documenting rent concessions 

reclassified to property outgoings – – (0.1) –

Net finance costs for the year (Adjusted EPRA basis) 48.1 14.8 48.1 14.9

*  headlease interest is reclassified against property outgoings in Adjusted EPRA EPS to better reflect the nature of 
these costs

The nature and principal terms of the Group’s loan facilities are explained in the Financing section earlier in this report.

Adjusted EPRA EPS: Tax
As the Group is a UK Group REIT, rental operations which make up the majority of the Group’s earnings are exempt 
from UK corporation tax, subject to continuing compliance with the UK REIT rules. The Group is otherwise subject to 
UK corporation tax on any net income not arising from its rental operations.

German corporation tax is payable on the Group’s German rental operations at an e�ective tax rate in the year of 12.5% 
(2020: 12%), resulting in a current tax charge of £0.4 million (2020: £0.4 million).

The balance sheet includes a deferred tax liability of £8.0 million (2020: £11.9 million) relating to unrealised German 
capital gains tax on the German properties, which would only be crystallised on a sale of those assets. There are no 
plans at present to sell these assets, so the deferred tax is not currently expected to be crystallised. During the year, a 
deferred tax credit of £7.7 million has been recognised following a change to take account of refinements made to the 
calculations to better reflect the actual approach to the calculation of these liabilities under German tax law.

On an IFRS basis, there is a current tax charge of £0.4 million (2020: £0.3 million) and a £3.2 million deferred tax credit 
(2020: £nil), which results in a net tax credit of £2.8 million (2020: charge of £0.3 million). Deferred tax is excluded from 
EPRA EPS and Adjusted EPRA EPS as shown in note 10 to the financial statements.
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Investment Adviser’s Report continued

Financial review continued
In the EPRA NTA calculation, in accordance with the EPRA Guidance, half of the deferred tax is excluded. This is on the 
basis that the Company has neither (i) decided never to sell the German assets, as the Board manages its assets in an 
opportunistic way and would sell the assets if that presented the best option for shareholders; nor (ii) identified a 
consistent track record of disposal of assets and related capital gains within the strict criteria set out within the 
EPRA Guidance.

The German tax assets have been subject to a routine tax audit by the German tax authorities which commenced in 
January 2021. The maximum tax currently the subject of the enquiry, including interest up to the balance sheet date but 
excluding any penalties, is estimated at no more than £0.8 million. The Board, having taken advice from the Group’s tax 
advisers including their specialist German tax team, considers that there are strong arguments to counteract those 
made by the German tax authorities and that the matter should be resolved with an outcome of substantially less tax 
payable than the potential maximum, if any. No allowance has been made in these financial statements for any liability 
that might arise.

Adjusted EPRA EPS: Currency translation
94% (2020: 94%) by value of the Group’s property assets are located in the UK and the financial statements are 
therefore presented in Sterling and 95.0% (2020: 96.1%) of the Group’s EPRA NTA is attributable to those assets. The 
remaining 5.0% (2020: 3.9%) of the Group’s EPRA NTA comprises assets and liabilities relating to properties located in 
Germany, valued in and generating net earnings in Euros. Exposure to currency fluctuations is partially hedged through 
assets, liabilities, rental income and interest costs being Euro denominated. The Group remains exposed to currency 
translation di�erences on the net results and net assets of these unhedged operations. Foreign currency movements 
are recognised in the statement of other comprehensive income.

The German properties are valued at €160.4 million as at 31 December 2021 (2020: €128.2 million) and the Euro 
denominated secured debt amounts to €70.9 million (2020: €71.6 million). The Euro weakened against Sterling over the 
year by nearly 7% (2020: strengthened by 6%) and as a result there was a net currency translation loss of £3.6 million 
(2020: gain of £2.1 million) on an IFRS basis. Half of the deferred tax liability is excluded from EPRA NTA and as a result 
a further currency translation loss of £0.3 million (2020: £0.3 million) arises in the movement in EPRA NTA in relation to 
the German operations.

Key performance indicator – Net LTV ratio
The Board negotiates the Group’s debt facilities with a view to maintaining a capital structure that will enhance 
shareholder returns while withstanding a range of market conditions.

Movements in Net LTV are explained in the Financing section of this report.

While Net LTV is one indicator of borrowing risk, it does not present a complete picture of risk facing the Company. The 
Board considers Net LTV in conjunction with a wider assessment of headroom on financial covenants within debt 
facilities and, as part of that assessment, the security of portfolio rental income in order to evaluate risks that the 
Company and the Group may be facing.

Manchester Arena
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Key performance indicator – headroom on debt covenants
The Board’s management of the Group’s capital structure includes assessing the risk of any breach of covenants within 
secured debt facilities and considering the extent to which these risks can be managed. Covenant calculations are 
regularly monitored, at least quarterly and more often as required, on various scenarios within a realistic range of 
outcomes, including stress tested and reverse stress tested scenarios where the key variables are the levels of rent 
received and property valuation yields. Scenarios are also run to calculate the commercial conditions that would need 
to occur in order for breaches to arise, so that the likelihood of such a scenario can be evaluated. These scenarios flex 
the rent and valuation variables to the point where covenant tests would be triggered and then further flexes the 
variables to assess the extent to which cash reserves could be deployed or other mitigating action taken to avoid or 
cure the breach.

At the inception of new loans, facilities are structured to ring-fence the extent to which the Group’s assets are at risk, 
ensuring that levels of headroom over financial covenants are appropriate. Subsequently, the Board keeps the Group’s 
liquidity needs under review and aims to maintain a level of Uncommitted Cash which could be applied in avoiding or 
curing debt defaults in the event that such action needs to be taken.

When evaluating the appropriateness of the level of secured debt, the Board has regard to the unusual nature of the 
Group’s income streams, specifically that the lease lengths of all portfolios are significantly longer than conventional UK 
real estate leases and that the Group’s rental income can be expected to increase annually as a result of the annual 
minimum or fixed rental uplifts on 67% of portfolio income, with a further 5% subject to five-yearly minimum or fixed 
uplifts and the additional prospect of increases from the upwards only inflation-linked reviews on the rest of the 
portfolio. This structure gives rise to predictable improvements in interest cover across the Group in aggregate on the 
basis of contractual income flows and a naturally deleveraging debt profile on the assumption of constant valuation 
yields. The Board also has regard to other factors including tenant credit risks.

The headroom on key financial covenants at the first test date following 31 December 2021 (which in all cases fell before 
the end of January 2022) is summarised below, including the fall in valuation (and related Net Initial Yield) or the fall in 
rent that would trigger a breach of the relevant covenant, before any preventative or remedial actions are taken. 
Defensive actions could include utilising any of the Group’s Uncommitted Cash which is further explained under the 
heading ‘Key performance indicator – Uncommitted Cash’.

Scenarios before any remedial action

31 December 
2021 Covenant

Net Initial Yield 
triggering  

LTV test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Merlin facility
Property security at independent valuation (£m) 736.0
Gross loan outstanding (£m) (372.4)
Other subgroup net liabilities (£m) (9.5)

Ring fenced equity (£m) 354.1

Ring fenced equity (pence per share) 109.3

LTV default test n/a none n/a n/a
Cash trap LTV test: 1% per annum loan amortisation 51% <80% 7.3% 37%
Cash trap LTV test: full cash sweep 51% <85% 7.7% 40%
Rental fall before interest covered 1:1 31%

The valuation fall that would trigger the LTV cash sweeps has increased since 31 December 2020, from 23% to 37% for 
1% amortisation and from 27% to 40% for a full cash sweep. Over the year to 31 December 2021, the Net Initial Yield 
required to trigger 1% per annum of additional amortisation has increased from 7.0% to 7.3%. The full cash sweep trigger 
point has increased from 7.4% to 7.7%. Headroom on the 1:1 interest cover requirement has increased from 29% to 31%.
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Investment Adviser’s Report continued

Financial review continued
Key performance indicator – headroom on debt covenants continued

Scenarios before any remedial action

31 December 
2021 Covenant

Net Initial Yield 
triggering  

LTV test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Healthcare facility 1

Property security at independent valuation (£m) 640.2
Gross loan outstanding (£m) (296.5)
Other subgroup net liabilities (£m) (0.4)

Ring fenced equity (£m) 343.3

Ring fenced equity (pence per share) 106.0

Cash trap LTV test: full cash sweep 46% <74% 7.1% 37%
LTV test 46% <79% 7.6% 41%
Cash trap projected interest cover: full cash sweep 200% >140% 30%
Projected interest cover test 200% >120% 40%

Headroom on the LTV tests has increased since 31 December 2020, from 35% (at a 6.8% valuation yield) to 37% (at a 
7.1% valuation yield) for the LTV cash sweep test and from 39% (at a 7.1% valuation yield) to 41% (at a 7.6% valuation 
yield) for the LTV default test. Headroom on the interest cover test has improved from 38% to 40% and on the cash 
sweep interest cover test from 27% to 30%, as a result of a combination of the fixed 2.8% weighted average rental 
increase in the year and the modest reduction in finance costs because of £3.2 million of scheduled loan amortisation.

Scenarios before any remedial action

31 December 
2021 Covenant

Net Initial Yield 
triggering  

LTV test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Healthcare facility 2
Property security at independent valuation (£m) 150.1
Gross loan outstanding (£m) (63.5)
Other subgroup net assets (£m) 0.2

Ring fenced equity (£m) 86.8

Ring fenced equity (pence per share) 26.8

LTV test 42% <80% 8.5% 47%
Cash trap projected debt service cover test (full 

cash sweep if triggered) 232% >150% 35%
Projected debt service cover test 232% >125% 46%

Headroom on the LTV test has increased since 31 December 2020, from 45% (at an 8.2% valuation yield) to 47% (at an 
8.5% valuation yield). Headroom on the interest cover test has improved from 33% to 35% for the cash sweep test and 
from 44% to 46% on the default test, largely from the fixed 2.75% rental increase in the year.
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Scenarios before any remedial action

31 December 
2021 Covenant

Net Initial Yield 
triggering  

LTV test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Budget Hotels facility 2
Property security at independent valuation (£m) 213.9
Gross loan outstanding (£m) (65.4)
Other subgroup net assets (£m) 1.5

Ring fenced equity (£m) 150.0

Ring fenced equity (pence per share) 46.4p

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 31% <40% 8.6% 24%

Cash trap LTV test (full cash sweep if triggered) 31% <45% 9.6% 32%
LTV test 31% <50% 10.7% 39%
Cash trap projected interest cover test (full cash 

sweep if triggered) 678% >300% 56%
Projected interest cover test 678% >250% 63%

Budget Hotels facility 1
Property security at independent valuation (£m) 204.0
Gross loan outstanding (£m) (59.0)
Other subgroup net assets (£m) 3.2

Ring fenced equity (£m) 148.2

Ring fenced equity (pence per share) 45.7p

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 29% <40% 9.7% 28%

Cash trap LTV test (full cash sweep if triggered) 29% <45% 10.9% 36%
LTV test 29% <50% 12.1% 42%
Cash trap projected interest cover test (full cash 

sweep if triggered) 906% >300% 67%
Projected interest cover test 906% >250% 72%

The two hotels facilities are ring fenced from one another as while they have the same arranger, they each have a 
di�erent lender group. However, the comments below relate to both facilities as they are structured in much the same 
way and as the same tenant underpins the rent and property value in each case, the factors a�ecting the financial 
covenants in the year were the same for each facility.

Headroom on the LTV default covenants in the two facilities has improved from 33% to 39% and from 38% to 42% since 
31 December 2020 following the valuation increases in each portfolio. Headroom on the projected income default 
covenants in the two facilities has improved over the same period from 59% to 63% and from 68% to 72% as the 
temporary Covid related reductions on the rents have come to an end.

Covenant waivers were granted on one of the facilities to accommodate the rent reductions during the period of the 
temporary rent concessions. These waivers expired in July 2021 as they are no longer required following the end of the 
rent concessions. All covenant tests have reverted to their previous levels.
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Key performance indicator – headroom on debt covenants continued

Scenarios before any remedial action

31 December 
2021 Covenant

Net Initial Yield 
triggering  

LTV test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Leisure facility: Arena, Brewery, Pubs
Property security at independent valuation (£m) 183.3
Gross loan outstanding (£m) (60.0)
Other subgroup net assets (£m) 3.5

Ring fenced equity (£m) 126.8

Ring fenced equity (pence per share) 39.1

Partial cash trap LTV cash (50% cash sweep) 33% <40% 7.1% 18%
Cash trap LTV test (full cash sweep if triggered) 33% <45% 8.0% 27%
LTV test 33% <50% 8.9% 35%
Projected interest cover test 338% >150% 56%

The LTV headroom on this facility has improved from 32% to 35% since 31 December 2020 in line with the portfolio 
valuation increase. The partial cash trap headroom has improved from 15% to 18% and the full cash trap level from 25% 
to 27%. The extent of a fall in rent that would breach the financial covenant test level is consistent with the level 
reported at 31 December 2020 which was 57%.

Key performance indicator – Uncommitted Cash
Uncommitted Cash is cash freely available to the Group, after allowing for any amounts payable at the balance sheet 
date out of free cash.

31 December
 2021

£m

31 December 
2020

£m

Free cash 168.5 196.6
Tax and social security (3.3) (1.7)
Leisure lease incentive payable (3.0) –
Accruals, trade and other payables and corporation tax (2.3) (2.9)

Uncommitted Cash 159.9 192.0

The level of Uncommitted Cash retained is assessed regularly in light of property market and wider economic 
conditions and outlook, together with an assessment of specific covenant headroom levels in individual debt facilities.

Movements in Uncommitted Cash

Year to
31 December

 2021
£m

Year to
31 December 

2020
£m

At the start of the year 192.0 234.2
Leisure lease incentive payable (33.5) –
Leisure interest payments funded during period of rent deferral 11.7 (11.8)
Scheduled repayment of secured debt (7.3) (4.4)
Dividend support during period of rent concessions (4.2) (32.6)
Property disposals net of debt repayments 0.1 1.0
Other 1.1 5.6

At the end of the year 159.9 192.0

Since the end of the year, £108.2 million of Uncommitted Cash has been committed to deployment in the refinancing of 
the Merlin leisure facility, which is expected to be drawn in April 2022. The remaining pro forma balance of £51.7 million 
is considered by the Board to be an appropriate level given the lower gross loan to value levels within the debt facilities 
and the lowered tenant risk profiles as their trading recovers after the relaxation of pandemic restrictions.
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Cash flow
The business is structured so that net income flows through e�ciently to the payment of quarterly cash dividends. 
Rents are in the ordinary course predictable, financing costs are fixed or capped and the majority of operating costs 
are represented by the advisory fees, calculated by applying a simple formula based on a percentage of the Group’s 
net assets.

Cash from operations has increased significantly in 2021 following the end of substantially all of the temporary 
Covid related rent concessions by the end of the financial year and as a result of the positive impact from the receipt of 
£17.6 million of Merlin rents deferred in 2020. Investment activity in the year was the payment to Merlin of £30.5 million 
of a maximum £33.5 million payable relating to the value accretive lease extensions and variations, further details of 
which are given earlier in this report.

Year to 31 December 2021 Year to 31 December 2020

£m
Pence per 

share £m
Pence per 

share

Cash from operating activities 113.8 35.1 54.7 16.9
Net interest and finance costs paid (47.7) (14.7) (47.4) (14.5)
Tax paid (0.3) (0.1) (0.4) (0.1)

65.8 20.3 6.9 2.3
Dividends paid (49.3) (15.2) (50.8) (15.7)

16.5 5.1 (43.9) (13.4)
Leisure lease regear payment (30.5) (9.4) – –
Scheduled repayment of secured debt (7.3) (2.3) (4.4) (1.4)
Property disposals net of debt repayment 0.1 – 1.1 0.3
Acquisition of tangible fixed assets – – (0.3) (0.1)

Cash flow in the year (21.2) (6.6) (47.5) (14.6)
Cash at the start of the year 219.7 67.8 267.1 82.7
Currency translation movements (0.1) – 0.1 –
Dilution from incentive fee share issues – – – (0.3)

Cash at the end of the year 198.4 61.2 219.7 67.8

The Group’s investment properties are in the vast majority of cases let on full repairing and insuring terms, with each 
tenant obliged to keep their premises in good and substantial repair and condition, including rebuilding, reinstating, 
renewing or replacing premises where necessary. Consequently, no material unrecovered capital expenditure, property 
maintenance or insurance costs have been incurred in the year and it is not currently expected that material costs of 
that nature will be incurred on the portfolio as it stands at 31 December 2021.

Risks to future cash flows are summarised in the Principal Risks and Uncertainties section of the Strategic Review.

Nick Leslau
Chairman, Prestbury Investment Partners Limited
9 March 2022
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Strategic Review

Strategy and investment policy
Strategy
One of the key reasons for creating the Company as a specialist long lease REIT in 2014 was that investors had a 
requirement for a tax e�cient investment in well secured, long term, inflation protected income from industries with 
sustainable prospects against a background of a marked reduction in the average term to the first tenant break or lease 
expiry in the UK property market. The current inflationary conditions only reinforce this thesis.

The Board’s intention is for the Group to continue to hold a diversified portfolio of long term, secure income streams 
from real estate investments across a range of property sectors, enhancing prospects for attractive total returns both 
from the existing portfolio and, when appropriate, through earnings accretive acquisitions. In this way, the Board 
believes that the Company is well placed to continue to o�er attractive geared returns from high quality real estate, with 
tenants operating with well established brands in industry sectors with strong defensive characteristics. An important 
characteristic of the portfolio is that assets acquired are Key Operating Assets, meaning they are business critical from 
the tenant’s perspective. In that way, rental security is more certain as the assets in question form an essential part of 
the value of the tenants’ own businesses, therefore the tenants are strongly motivated to continue to invest in the 
assets and to retain their leases. This is evident in the 38% of current portfolio income where leases have been 
extended to date.

Through the implementation of the investment policy, set out below, the Board believes that it will be able to deliver 
total returns-enhancing deals in the interests of all shareholders and, when investment and equity market conditions are 
right, the Board aims to add to the Group’s existing portfolio of Key Operating Assets to further build a substantial 
diversified portfolio providing secure, growing income and capital returns for shareholders. This could include further 
acquisition opportunities from a range of sources including operating businesses, non-REITs with latent capital gains 
fettering sale prospects and opportunities where the Company’s shares may be used as currency to unlock value. 
Acquisitions should be accretive to shareholder returns and will be financed with modest leverage and non-dilutive 
equity issues.

The Company is managed by a team with an exceptionally large 12.4% interest in the Company, worth c. £170 million at 
31 December 2021 EPRA NTA, making the team the second largest shareholder in the Company. Consequently, the 
motivation for the Management Team to deliver on strategy is very strong, with their interests closely aligned with those 
of all shareholders.

Investment policy
The Company invests in long term, secure income streams from real estate investments. A long term income stream is 
considered to be one with (or a portfolio with) a Weighted Average Unexpired Lease Term in excess of 15 years at the 
time of acquisition. Security of income is assessed with reference to the extent of rent cover from underlying earnings, 
the credit strength of tenants and (where relevant) guarantors, and the reversionary potential of the assets.

The portfolio is considered by the Board to o�er attractive geared returns from high quality real estate, with tenants 
which have well established brands in industry sectors with strong defensive characteristics. The Board proposes to 
build on this strong foundation by seeking to:

• diversify sources of income and enhance prospects for attractive shareholder returns through acquisitions; and
• manage the Company’s capital structure in order to enhance income returns for investors whilst maintaining 

discipline over net debt levels and terms.

The business model is explained in the Investment Adviser’s Report on page 8.
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Potential future changes to strategy and the business model
The Board aims to keep future risks to the business under review with the objective of amending the Company’s 
strategy or business model on a timely basis if necessary. No-one has perfect foresight, but currently the principal areas 
being actively monitored in this context are climate risk and the risks of global economic or social upheaval including 
from geo-political events, an extended Covid pandemic or of a new pandemic.

The way that climate change is manifesting itself is prompting a range of responses from governments and businesses 
around the world. These responses in turn feed back into climate change itself and will have an impact on businesses, 
individuals and economies. Predicting the way that climate change and the responses to it will interact and impact on 
this business and that of our tenants remains di�cult to assess accurately, including the outcomes of the COP26 
discussions of November 2021. However, we know that our principal tenants are very much alive to the risks and to their 
responsibilities and we report on their approaches and progress in the ESG Committee Report on page 68. 
Furthermore, we consider that climate change may well present opportunities as well as challenges. Widespread 
decarbonisation to meet global emissions goals may well increase costs for our tenants in the short term, but these may 
yield medium to longer term benefits in both social and economic terms. We will remain close to our tenants to 
understand their considerable e�orts to reduce emissions and meet their climate commitments, and work with them 
where we can to our mutual benefit. We will continue to report on those e�orts in the Company’s annual reports and on 
its website.

The scale and suddenness of the onset of the Covid-19 pandemic prompted an early, considered response from the 
Board and management of the Company, both in terms of support provided for the Group’s tenants and the change in 
working practices. The business and our tenants’ businesses have to date weathered the storm due to the robustness of 
their business operations and brand strength. The pandemic has not prompted any changes to the Company’s strategy 
or business model at this stage save as to the consideration of further diversification of income when appropriate, but 
not at any cost. While sustainability in its widest sense and the longevity of the businesses operating the assets that the 
Company owns have always been key considerations, it is fair to say that both the pandemic and the return of political 
instability in Europe has heightened our awareness of previously unanticipated external threats to those businesses, 
reminding us of the importance of this particular plank of the Company’s strategy.

Key performance indicators
In order to oversee the successful delivery of the investment strategy, the Board regularly monitors the following key 
performance indicators, which are reported on in the Investment Adviser’s quarterly reports to the Board and more 
frequently when appropriate:

• Total Accounting Return and Total Shareholder Return
• Adjusted EPRA EPS
• Net LTV Ratio
• Headroom on debt covenants
• Uncommitted Cash

Each of these is reported on in the Investment Adviser’s Report from page 20.
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Corporate responsibility and ESG
The Board is mindful of its responsibilities to all of its stakeholders, including the wider community, when it makes 
decisions in setting and implementing the Company’s strategy. Alongside its fiduciary, regulatory and legal 
responsibilities, these responsibilities include those which can be broadly classified under the headings environmental 
responsibility, social responsibility and governance, widely referred to as “ESG”. We report on various aspects of our 
responsibilities in this annual report.

The report on the Company’s compliance with the UK Corporate Governance Code commences on page 50. The first 
report of the ESG Committee is presented on page 64. The Audit Committee reports on page 70, the Remuneration 
Committee on page 74 and the Nomination Committee on page 77. The Company’s statement on stakeholder 
relationships is on the following page. 

All of these reports contain aspects of the Company’s approach to corporate responsibility which is integral to the 
delivery of the Company’s strategy set out on page 32.

Statement on stakeholder relationships made under Section 172(1) of the Companies Act 
The Directors consider that, in conducting the business of the Company over the course of the year ended 31 December 
2021 and to the date of this report, they have complied with Section 172(1) of the Companies Act 2006 (“the Act”).

The business is externally managed and the Group has no employees. The Board is of the opinion that its conduct and 
that of its external Management Team culminated in decisions made in good faith to promote the success of the 
Company for the benefit of all of its members, having regard to the impact of those decisions on the following matters:

• the interests of the workforce, for whom the Chairman of the Remuneration Committee has special responsibility and 
which is also represented on the Board by the three Prestbury directors;

• business relationships with suppliers, customers and other counterparties, where engagement is managed in the 
main by the Investment Adviser with a view to fostering good two way communication with respect for all sta� and 
respecting supplier payment terms;

• the community and the environment, where the Board takes overall responsibility and where the ESG Committee has 
specific focus;

• the reputation of the Company for high standards of business conduct, monitored by the Board with input from 
advisers including the Company’s broker;

• fair treatment as between all members of the Company where the Investment Adviser engages routinely and where 
the Chairman of the Company and other Independent Directors make themselves available for meetings as 
appropriate, seeking to respond to any shareholder feedback in a constructive and open way; and

• the likely long term consequences of decisions made by the Board on all stakeholders.

The strategy of the Company, summarised on page 32, was initially laid out in the AIM Admission document issued in 
May 2014 and was approved by the Board at that time. Any material deviation from or amendment of that strategy is 
subject to Board and, if necessary, shareholder approval. At least annually, the Board considers a business plan and 
budget for the delivery of its strategic objectives and the Investment Adviser reports at least quarterly against the 
delivery of the budget and the strategic objectives of the business.

Through regular engagement with its stakeholders, the Board aims to gain a rounded and balanced understanding of 
the impact of its decisions. In the main, that information is gathered in the first instance by the Investment Adviser and 
communicated to the Board in its regular quarterly meetings and otherwise as required.

Strategic Review continued
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The key strategic decisions for the Board are those relating to asset acquisitions, lease variations, financing, disposals, 
and distributions, including the interaction of these decisions with our ESG Policy. Where these types of transaction, or 
any other material transaction or decision, is considered, the Board has regard to its obligations under Section 172 of the 
Act. The principal non-routine decisions made by the Board in 2021 are as follows.

• The most material non-routine decision in the year was the variation to the Merlin leases, summarised on page 14. In 
reaching its decision on the terms of the lease regears, the Board had specific regard to the long term success of the 
Company, to the sustainability of the Company’s and tenant’s businesses and, through the enhanced ESG reporting, 
to the environment.

• The Company maintained appropriate levels of support for the Group’s tenants as the Covid-19 pandemic and the 
responses to it continued to evolve, continuing the open and constructive dialogue which commenced in 2020 and 
where the long term success of the Company formed the bedrock of decisions made.

• The Board carefully assessed the impact on stakeholders of the return to the pre-Covid, progressive dividend policy 
and was able to conclude that it was in the best interest of stakeholders to increase the dividend rate by 8.2% from 
July 2021. 

• Considering the Group’s responsibilities to the community and to meeting the Company’s obligations to comply with 
all legal and regulatory requirements, the Board decided during the year to escalate its ESG reporting and to 
enhance its ESG capabilities which culminated in the establishment of an ESG Committee, chaired by the Chairman 
of the Company, Martin Moore. Expert external advisers were appointed to conduct a materiality review and to work 
on the further development of the Group’s ESG policy and reporting standards. 

• The Board, Nomination Committee and Management Team have been working closely together to implement the 
recruitment process to replace the four Independent Directors prior to the end of their recommended nine year term. 
Key features of these procedures include:

i) an aim to preserve the balance of skills, experience and diversity of thought on the Board to continue the Company’s 
strong long term track record;

ii) to adhere to the Company’s Diversity and Inclusion Policy (stated on page 52) in the recruitment process;
iii) to use suitably qualified external consultants with a brief to search among a diverse candidate pool; and 
iv) to complete the process with a balance between allowing for appropriate handover periods without undue additional 

cost to shareholders. The proposed timetable allows for a period of overlap between the outgoing and incoming 
directors to ensure adequate training and handover, in particular for the roles of Chairman and Chairman of the Audit 
Committee, and the Board will be temporarily enlarged as a result.

While the Group has no employees, the Board has regard to the interests of the individuals who are responsible for 
delivery of the management and advisory services to the Company. Three of the seven Directors are representatives of 
the Investment Adviser and, in their capacity as directors and majority owners of the Investment Adviser, have direct 
responsibility for the employees of the companies providing services to the business. In addition, the Chairman of the 
Remuneration Committee has responsibility for workforce engagement so that there is a direct line of communication 
from the workforce to the Independent Directors. There have been no strategic initiatives or transactions in the year 
that were considered to have a direct bearing on the employees of the Investment Adviser or its workforce.

The Board has been kept informed of any relevant developments in the workforce. The Investment Adviser has 
confirmed that none of the workforce has been furloughed through the Covid pandemic or made redundant, that all 
members of the workforce have continued to be paid their salaries in full, and that the Investment Adviser and its 
associated companies have not drawn on the Government’s Job Retention Scheme or any other Covid related support. 
Steps are taken to protect the physical and mental wellbeing of the workforce, as far as possible. This includes access to 
a confidential helpline for physical and mental health issues which is provided by the Investment Adviser’s private 
medical insurer.

In the Board’s annual review of the internal control environment operating in the business, the appropriateness of 
sta�ng levels and sta� qualifications are kept under review, but it is noted that the Board does not have direct 
responsibility for any employees.
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Statement on stakeholder relationships made under Section 172(1) of the Companies Act continued
In the main, the Company’s suppliers, customers and counterparties are professional firms such as lenders, property 
agents, accounting and law firms, tenants with which we have longstanding relationships, and transaction counterparties 
which are generally large and sophisticated businesses or institutions. Where material counterparties are new to the 
business, checks, including anti money laundering checks, are conducted prior to transacting any business to ensure 
that no reputational or legal issues would arise from engaging with that counterparty. The Company also reviews the 
compliance of all material counterparties with relevant laws and regulations such as the Modern Slavery Act 2015. All 
Group entities have a policy of paying suppliers in accordance with agreed terms as noted in the Supplier Payment 
Policies within this report.

The interaction of Group entities with the wider community and their impact on the environment is relatively limited as a 
result of the Group’s business operations being entirely related to investment in properties let on very long leases, where 
the operation of the properties, their upkeep and environmental impact is the responsibility of the occupational tenants. 
The Board’s approach to sustainability is explained in the ESG Committee Report on page 66.

The Board is mindful that the ability of the Company to continue to conduct its investment business and to finance its 
activities depends in part on the reputation of the Board and Management Team. The risk of falling short of the high 
standards expected and thereby risking the reputation of the Company is included in the Board’s review of the Company’s 
risk register. The Board aims to maintain high standards of conduct and requires the Investment Adviser to do likewise 
under the terms of its appointment.

The investor relations programme is designed to promote formal engagement with major investors, generally defined as 
those holding more than approximately 1% of the shares in the Company. Major investors are o�ered meetings after each 
results announcement or other significant announcements. The Board and Management Team also engage with investors 
and potential investors who request meetings on an ad hoc basis throughout the year. All Company announcements and 
formal shareholder presentations are made available on the Company’s website.

Recognising the great importance of engaging with the Company’s shareholders, the Board oversees the Management 
Team’s investor relations programme which is supported by the Company’s brokers and financial PR advisers. The Board 
and Management Team aim to be open with shareholders and available to them, subject at all times to compliance with 
relevant securities laws.

Feedback from our shareholders is an important part of the Board’s decision making process. We receive such feedback 
both directly and through intermediaries such as brokers and analysts. The feedback received is a natural part of the open 
dialogue we aim to have with our investors and, when appropriate and within the rules on sharing company information, 
the opinions of shareholders are sought in advance of decisions being made. During the financial year there have been 
fewer matters to discuss with shareholders than in 2020 as the impact of the Covid related rent concessions has abated 
and the share price discount has closed. Shareholder feedback was sought by the Investment Adviser on the impact of 
the Merlin lease regears and reported to the Board.

The AGMs held in 2020 and 2021 were held in compliance with Covid restrictions in force at the time, therefore shareholders 
were not able to attend. However, levels of proxy voting remained high with approximately three quarters of the issued 
shares being voted in each year. Where public health regulations do not present any obstacles, the whole Board intends 
to attend each Annual General Meeting. Where that is not possible, we will continue to keep lines of communication 
with shareholders open, including the facility for shareholders to submit questions by email or post ahead of the AGM.

The Company has a single class of shares in issue with all members of the Company having equal rights, therefore 
balancing the interests of shareholders among themselves is not an issue for the Company.

The investment strategy of the Group is focused on medium to long term returns and as such the long term is firmly 
within the sights of the Board when all material decisions are made.

Strategic Review continued
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Supplier payments 
Neither the Company nor any of its subsidiary undertakings exceed the thresholds for reporting payment practices and 
performance. The following voluntary disclosures relate to the Group:

• the Group does not have standard or maximum payment terms, but seeks to settle supplier invoices in accordance 
with agreed terms;

• invoices may be submitted electronically but as the volume of payments is relatively low, the Group does not operate 
electronic tracking for suppliers;

• the Group does not o�er supply chain finance;
• there are no arrangements for participation on supplier lists and no charges for being on such a list;
• the Group is not a member of a payment code of conduct; and
• the average number of days taken to make payments in the year was 19 days (2020: 30 days). The 2020 average was 

unusually long, due in large part to both of our accounts assistants unfortunately su�ering from Covid-19 at the same 
time at the end of the year.

Principal Risks and Uncertainties
The Board’s responsibilities for risk management include assessing the principal risks faced by the Group and how they 
may be mitigated, including considering matters that may threaten the performance of the Group, its business model or 
its viability. These responsibilities are summarised on pages 71 and 72.

The Audit Committee and the Board review the Group’s risk register at least annually and more often as necessary. 
The risk register, which was most recently reviewed in September 2021 in connection with the publication of the interim 
report, has been reviewed again in conjunction with the approval of this annual report.

Material changes to the Group risk register
Global economic and social disruption, including pandemic risk, was added to the overarching risks at the first review 
after the pandemic was declared, and the risk rating of each of the principal risks was increased at that time because all 
were impacted by the consequences of the pandemic and the response of governments and public health bodies to it. 
Since the last report to shareholders in September 2021, the impact of high vaccination rates in the UK, better treatments 
for those su�ering from Covid-19 and the reopening of businesses has reduced the impact of this pandemic on the 
Company. These risks have not abated entirely, and the general easing of the pandemic risk has not changed the 
Board’s assessment of which risks are most material to the business. We note also that risks of global economic and 
social disruption are currently heightened given the unfolding situation in Ukraine.

The Group’s largest debt facility, the Merlin leisure facility with a balance of £372.4 million at 31 December 2021, matures 
in October 2022. With a near term refinancing facing the Company, refinancing risk was elevated in the September 2021 
risk report. Having signed committed facilities to refinance that debt in March 2022, the immediate refinancing risk 
facing the Group has been dealt with. The next two facilities that fall due for repayment total £125.4 million of debt, 
repayable in April and June 2023, more than 12 months after the date of approval of these accounts. These facilities each 
represent loan balances of less than one third of the respective security value and the risks to the Group in refinancing 
these assets is considered lower than the refinancing risk prior to the refinancing of the Merlin facility. Refinancing risk 
remains on the risk register but with a lower significance than as reported in the 2021 Interim Report.

Valuation risk remains a key risk but has lessened since the 2020 Annual Report as none of the Group’s portfolios were 
subject to a “material valuation uncertainty” caveat on their 31 December 2021 independent valuations. Refinancing risk 
is a new risk that was introduced in the 2021 Interim Report and which is considered to have lessened since then following 
the committed facility entered into in March 2022, which will be applied together with some of the Group’s Uncommitted 
Cash, to meet the repayment of the debt facility which matures in October 2022 ahead of the maturity date. Another new 
risk introduced in the 2021 Interim Report is the Environmental Risk which relates in particular to the impact of new laws 
and regulations on the Group’s property assets. The assessment of that risk remains the same as it was in the 2021 
Interim Report. 

The risk assessments are otherwise unchanged since those presented in the 2020 Annual Report.
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Overarching risks
There are overarching risks which the Board considers to be relevant to most of the individual risk areas identified in the 
Group risk register. 

Global economic and social disruption including pandemic risk
The Board and Management Team of the Company and those of the Group’s major tenants have operated through a 
number of cycles of economic boom and bust, through varying degrees of political stability, and have dealt with deep 
recessions and periods of great disruption. The global reach, sudden onset and extensive impact of the spread of Covid-19 
was in a class of its own in its scale and unpredictability. While the positive impact of the vaccine programme and 
successful treatments for those su�ering from the virus has allowed the UK economy and most economies around the 
world to reopen, this serves to remind us that pandemic risk is not limited to this one virus so despite the easing of the 
impact of Covid-19 at the time of this report, this risk remains one of our overarching risks. We also note the economic and 
social disruption aspect of this overarching risk. The unfolding situation between Russia, Ukraine and NATO allies indicates 
a further elevation of this risk factor. At the date of this report it is di�cult to conclude with any certainty what the impact 
of that situation might be on the Company and its tenants, but the Chairman’s Statement notes the possibility of higher 
inflation and less precipitous action on interest rates than might otherwise have been the case.

Climate risk, including the risks and costs of transition to decarbonisation
We assess the overarching climate risk as a distinct risk from the regulatory risks posed by specific environmental 
standards applicable to the Company, dealt with separately in the risk register. The Company is externally managed with 
no o�ces run by it and so has no direct exposure to decarbonisation costs. The general risk of disruption from climate 
change is not one where the Company can take steps to make a material impact on its own behalf. However, in 
assessing the strength of the credit quality of our tenants, we take climate risk into account. Climate risk assessments 
also form an integral part of the way that we consider how any assets being considered for acquisition meet the criteria 
set out in the Company’s business model and the Board has committed to sign up to the UN Principles of Responsible 
Investment to guide this process. We report on our own policies and those of our major tenants in the ESG Committee 
Report on pages 67 and 68 and in the ESG Centre on the Company’s website.

Strategic Review continued
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Brexit risk
Towards the end of 2020 a trade deal was agreed with the EU, just prior to the end of the Brexit transition period, 
reducing Brexit risk by removing the risk of a disorderly exit on World Trade Organisation terms. As a result, Brexit risk 
was removed from the overarching risk list presented in the 2020 Annual Report. However, as we noted at the time, the 
change in trading conditions is relatively recent and continues to evolve, therefore the Board continues to monitor 
Brexit risk to ensure that the assessment remains appropriate, particularly as it may impact on our tenants, and it 
remains on our “watchlist”.

The Board considers that the principal risks and uncertainties facing the Group over the medium to long term are 
as follows:

Risk and change in assessment
since prior year

Strategic importance and 
impact on the Group Mitigation

Tenant risk
During the year and prior year, the 
Group derived its income from ten 
tenant groups, two of which have the 
benefit of guarantees from or joint 
tenancies with substantial parent 
companies. The three largest tenant 
groups account for 87% of passing rent 
before concessions as at the balance 
sheet date (2020: 88%).

Although the Board considers the tenant 
and guarantor groups to be financially 
strong in ordinary circumstances, certain 
tenants experienced liquidity stresses 
during the pandemic and there can be 
no guarantee that they will remain able to 
comply with their obligations throughout 
the term of the relevant leases.

The severe impact of Covid-19 on the 
Group’s Leisure and Budget Hotels 
tenants, which su�ered an abrupt and 
almost complete closure of their 
operations as a result of the pandemic, 
created heightened tenant risk in 2020. 
The reopening of their businesses in the 
UK over the course of 2021 has brought 
some easing of risk. The risk remains 
elevated while the pandemic continues 
and given economic uncertainty as a 
result of elevated geo-political tensions.

In order to underpin both the rental 
cash flows that support a progressive 
dividend policy and the valuation of 
assets delivering acceptable risk 
adjusted shareholder returns, the 
financial strength and sustainability of 
our tenants is important.

A default of lease obligations by a 
material tenant and its guarantor (if 
any) would have an impact on the 
Group’s revenue, earnings and cash 
flows and could have an impact on 
debt covenant compliance. The 
specialised use of the properties 
may mean that, in the event of an 
unexpected vacancy, re-letting 
takes time.

Investment property valuations reflect 
an independent external valuer’s 
assessment of the future security 
of income. A loss of income would 
therefore impact net asset value as 
well as earnings. It could also lead to 
a breach of interest cover or debt 
service cover covenants, resulting 
in increased interest rate margins 
payable to lenders, restricted cash 
flows out of secured debt groups or 
ultimately default under secured debt 
agreements. The availability of 
distributable reserves could also 
be reduced.

32% (2020: 32%) of passing rent before concessions 
at the balance sheet date is contractually backed by 
large listed companies and a further 35% (2020: 35%) 
by global businesses with multi billion pound 
valuations, all with capital structures considered by 
the Board to have been strong and with impressive 
long term earnings growth and (where relevant) 
share price track records up until the start of the 
pandemic. The balance of the income is payable by 
substantial businesses also considered by the Board 
to be su�ciently financially strong in the context of 
their lease obligations.

The properties are Key Operating Assets, which should 
have the e�ect of enhancing rental income security 
given their strategic importance to the tenants.

The Board reviews the financial position of tenants 
and guarantors at least every quarter and more often 
when relevant, based on publicly available financial 
information and any other trading information which 
may be obtained either under the terms of the leases 
or informally.

The Board reserves Uncommitted Cash outside 
ring-fenced debt structures which would be available 
to be used to cure certain covenant defaults to the 
extent of the cash available. The Group’s key 
performance indicators include the levels of covenant 
headroom and of Uncommitted Cash, both of which 
are relevant to monitoring and, if necessary, 
mitigating this risk.
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Risk and change in assessment
since prior year

Strategic importance and 
impact on the Group Mitigation

Property valuation movements
The Group invests in commercial 
property which is held on the balance 
sheet at its fair value. The Company is 
therefore exposed to movements in 
property valuations, which are 
subjective and may vary as a result of a 
number of factors, many of which are 
outside the control of the Board. These 
factors include (but are not limited to) 
economic conditions, specific property 
sub-market conditions and potentially 
climate risk.

This risk increased in 2020 because of a 
relative lack of liquidity in the Leisure 
and Budget Hotels sectors, which was 
reflected in “material valuation 
uncertainty” in the independent 
external valuations of those properties 
as at 31 December 2020. The risk has 
reduced in 2021 as none of the 
valuations are subject to material 
valuation uncertainty.

The Company’s strategy is to deliver a 
combination of income and capital 
returns to shareholders and robust, 
reliable valuation is a key part of the 
calculation of the returns.

Investment properties make up the 
majority of the Group’s assets, so 
material changes in their value will 
have a significant impact on net asset 
value and therefore on shareholder 
returns, with any e�ect of the 
valuation changes magnified by the 
impact of borrowings.

Falls in the value of investment 
properties beyond a certain point 
could lead to a breach of financial 
covenants in secured debt facilities, 
resulting in increased interest margins 
payable to lenders, restricted cash 
flows out of secured debt groups, 
restrictions of distributable reserves 
available for dividend payments or 
default under secured debt 
agreements.

The Group uses experienced independent external 
valuers whose work is reviewed by suitably qualified 
members of the Management Team and, separately, 
the Audit Committee before being considered by 
the Board in the context of the financial statements 
as a whole.

The Board seeks to structure the Group’s capital such 
that the level of borrowing and the protections 
available to cure a covenant default are appropriate 
having regard to market conditions and financial 
covenant levels.

The Board reserves Uncommitted Cash outside 
ring-fenced debt structures which would be available 
to cure certain covenant breaches. The Group’s key 
performance indicators include the levels of covenant 
headroom and Uncommitted Cash, both of which are 
relevant to monitoring and, if necessary, mitigating 
this risk.

Principal risks and uncertainties continued

Strategic Review continued
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Risk and change in assessment
since prior year

Strategic importance and 
impact on the Group Mitigation

Borrowing
Certain Group companies have granted 
security to lenders in the form of 
mortgages over each of the Group’s 
investment properties and fixed and 
floating charges over other assets 
within the ring-fenced security groups.

The Group had the support of its 
lenders in agreeing those consents or 
waivers that were required to 
accommodate the support provided to 
its tenants throughout the pandemic 
but these waivers are no longer 
required following the increases in 
rental levels in 2021.

The risk has reduced in 2021 as 
covenant headroom is returning to 
pre-pandemic levels.

The Company’s finance strategy as 
set out in the explanation of the 
Business Model on page 8, includes 
building in appropriate safety features 
to the Group’s borrowings in order to 
minimise the risks related to the use of 
debt finance to enhance shareholder 
returns.

In the event of a breach of a debt 
covenant, the Group may be required 
to pay higher interest costs or 
increase debt amortisation, a�ecting 
Group earnings and cash flows. If a 
financial covenant breach is the result 
of the financial weakness of a tenant 
or a guarantor, property valuations 
and therefore net asset value may 
also be adversely a�ected. In certain 
circumstances the Company’s ability 
to make cash distributions to 
shareholders may be reduced.

Where a loan repayment cannot be 
made the Group may be forced to sell 
assets to repay part or all of the 
Group’s debt. It may be necessary to 
sell assets at below book value, which 
would adversely impact net assets 
and future earnings. Early debt 
repayments would in most cases 
crystallise repayment penalties, which 
would also adversely impact cash 
balances and net assets and reduce 
distributable reserves.

The Group’s borrowing arrangements comprise six 
ring-fenced subgroups with no cross-guarantees 
between them and no recourse to other assets 
outside each secured subgroup. A financial covenant 
issue in one portfolio should therefore be limited to 
that portfolio, save for tenant related events (such as 
a tenant insolvency) where the two Healthcare 
subgroups would both be a�ected by any issue 
relating to Ramsay Health Care Limited and the two 
Budget Hotels facilities would be a�ected by any 
issue relating to Travelodge Hotels Limited.

Five of the facilities have LTV default covenants (the 
Merlin Leisure facility has no LTV default covenant) 
and all facilities have interest cover or debt service 
cover covenants. The Board reviews compliance with 
all financial covenants at least every quarter, 
including forward-looking tests for at least twelve 
months, and considers whether there is su�cient 
headroom on relevant loan covenants to withstand 
stress test and reverse stress test scenarios.

The Board seeks to structure the Group’s capital such 
that gearing is appropriate having regard to market 
conditions and financial covenant levels, with 
appropriate cure rights within debt facilities.

The Board reserves Uncommitted Cash outside 
ring-fenced debt structures which would be available 
to cure certain covenant breaches. The Group’s key 
performance indicators include the levels of Net Loan 
to Value, covenant headroom and Uncommitted 
Cash, all of which are relevant to monitoring and, if 
necessary, mitigating this risk.
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Risk and change in assessment
since prior year

Strategic importance and 
impact on the Group Mitigation

Refinancing
The Group’s debt portfolio is comprised 
of six ring fenced bilateral facilities with 
terms to maturity as at 31 December 
2021 ranging between ten months and 
nearly four years. To preserve 
shareholder value, credit facilities must 
be repaid or refinanced in an orderly 
way and on terms aligned with the 
Company’s strategy.

One of the Group’s debt facilities with 
principal outstanding of £372.4 million 
at 31 December 2021 is due for 
repayment in October 2022. Since the 
balance sheet date, a committed new 
facility has been entered into which, 
subject to the satisfaction of conditions 
precedent typical for a facility of this 
nature, will be drawn in April 2022 and 
applied, with cash from Group 
resources, in repayment of the 
£372.4 million facility.

This risk ranking was raised in 2021 as 
the maturity date of the largest of the 
existing loans neared and is now 
considered to have reverted to its 
previous level of risk, with the next 
facilities due for refinancing falling due 
in 2023 being smaller facilities with 
relatively low Loan To Value ratios, as 
more fully described in the assessment 
of viability on page 45.

In order to deliver long term sustainable 
returns, the debt maturity profile of the 
Group must be sensibly managed.

Debt finance might not be available 
on acceptable terms or might not be 
available to the full extent of the 
amounts due for repayment. An 
inability to repay the debt in full could 
mean a reduction in the value of 
shareholders’ equity through a forced 
sale of assets, a reduction in 
Uncommitted Cash, or could result in 
default interest rates being applied, 
increasing the cost of debt service to 
the Group.

Debt finance might only be available 
at a higher interest cost than the 
current rates, adversely impacting the 
outlook for Adjusted EPRA EPS and 
reducing distributable reserves, or on 
more restrictive terms which might 
reduce free cash flow available for 
dividends.

At the current independent portfolio valuation, there 
is significant LTV headroom over loan principal within 
each facility and the Group also holds Uncommitted 
Cash which could be applied as part of future 
refinancings.

Environmental regulations
The Group is subject to environmental 
laws and regulations relating to its 
properties.

Although our environmental strategy 
continues to be actively developed, this 
risk was increased in 2021, given the 
ongoing Government consultation on 
new environmental laws and 
regulations relating to properties. While 
the allocation of risk between landlords 
and tenants requires greater clarity, 
particularly if they relate to long leases 
where tenants have a greater 
opportunity to reap the benefits of any 
changes to sustainability ratings, it is 
possible that the consultation could 
result in obligations on landlords.

As explained in the Company’s 
statement under section 172 of the 
Companies Act (on page 34) the 
Board has responsibilities to the 
environment and the wider 
community in delivering its strategy 
and is required to comply with all 
relevant laws and regulations.

Regulations could be onerous to 
comply with, or could adversely  
a�ect the Group’s ability to sell,  
lease, finance or redevelop its 
property assets. Violations could 
result in reputational damage and/or 
regulatory compliance penalties.

The vast majority of the Group’s assets are let on 
long FRI leases where the tenants are responsible for 
compliance with statutory requirements, including 
environmental laws and regulations. As such any 
costs associated with environmental compliance are 
borne by the tenant. Ultimately, therefore, this risk is a 
tenant credit risk.

The Board is assessing the potential impact that the 
emerging regulations, currently under consultation, 
would have. Proposals to address any such risks 
arising form part of the Company’s ESG policy which 
will be further developed with input from specialist 
external advisers. We note that this is an area of 
evolving regulation and practice, so the Board keeps 
an active watch on developments, including through 
the ESG Committee which has been established for 
this purpose.

Principal risks and uncertainties continued

Strategic Review continued
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Risk and change in assessment
since prior year

Strategic importance and 
impact on the Group Mitigation

Tax risk
As a UK REIT, a failure to comply with 
certain conditions resulting in the loss 
of this status could result in property 
income being subject to UK 
corporation tax.

This risk was increased as a result of the 
pandemic. The pressures on the UK 
Treasury of providing financial support 
throughout the pandemic was 
considered to have increased the risk of 
changes in the tax regime and, as the 
economic impact of the actions taken 
to deal with the pandemic is still being 
felt, this risk assessment remains 
unchanged.

As part of its commitment to the 
wider community and to recognising 
its part in society, the Company, 
through the Board, is careful to 
comply with all relevant laws and 
regulations and to pay any taxes as 
and when they are due. Continued 
compliance with the REIT rules helps 
to underpin the financial model which 
is, broadly, a tax transparent one for 
shareholders.

If subject to UK corporation tax, the 
Group’s current tax charge would 
increase, impacting cash flows, net 
asset value and earnings, and 
reducing cash and reserves available 
for distributions. Further, any asset 
sales would also be subject to 
corporation tax, reducing the net 
amounts receivable on sale and 
requiring deferred tax to be provided 
on inherent capital gains.

The REIT conditions which, if breached, could result 
in automatic expulsion from the REIT regime are 
those relating to the Company’s share capital (and 
any loan capital should the Company have any in 
future), and are therefore (with the exception of a 
successful hostile takeover of the Company by a 
non-REIT) within the control of the Group.

The Board reviews compliance with the UK REIT rules 
at least every quarter.

Liquidity risk
Working capital must be managed to 
ensure that both the Group as a whole 
and all individual entities are able to 
meet their liabilities as they fall due. 
With highly predictable income and 
costs there is limited scope for 
unexpected liquidity pressures outside 
those risks described under Tenant risk.

The Group holds Uncommitted Cash 
providing the benefit of a liquidity 
bu�er. For as long as the risks of further 
economic disruption including that 
arising from the pandemic or from 
geo-political threats remain elevated, 
the potential for the liquidity bu�er to 
be called on to provide support to 
tenants and/or to deploy in debt 
management is also elevated.

In order to continue to deliver long 
term, sustainable returns to investors 
and also to continue to comply with 
its obligations under the REIT rules to 
pay at least the prescribed minimum 
level of dividends, as well as its 
intention to continue as a going 
concern, the Group must maintain 
appropriate levels of liquidity.

A breach of a lending covenant, or the 
insolvency of either the Group as a 
whole or an individual entity within a 
secured subgroup could result in a 
reduction of net asset value and 
earnings, and reducing cash and 
reserves available for distributions.

As a result, there could be insu�cient 
cash and/or distributable reserves to 
meet the Property Income 
Distribution (“PID”) requirement 
under the UK REIT rules, which could 
result in UK corporation tax becoming 
payable on the Group’s property 
rental business. This would in turn 
reduce free cash flows.

Unless there is a tenant default (the risk of which is 
explained under Tenant risk) the Group’s cash flows 
are generally highly predictable. The cash position is 
reported to the Board at least quarterly, projections 
at least two years ahead are included in the Group 
budget and are updated for review when the interim 
and annual reports are approved, and projections for 
a five year period are reviewed for the viability 
statement in the annual report.

The Group’s key performance indicators include the 
levels of Uncommitted Cash available to the Group.

The Group has Uncommitted Cash reserves out of 
which any tax liabilities or increases in required PIDs 
above the cash flow generated from operations could 
be met in the short to medium term. A scrip dividend 
alternative could be o�ered to meet the PID 
requirement.
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Going concern and viability
The Board regularly monitors both the Company’s and the Group’s ability to continue as a going concern and its longer 
term viability. This is supported by the Audit Committee’s work in this area, as outlined in the Audit Committee Report on 
page 73. Summaries of the Company’s and the Group’s liquidity position, actual and prospective compliance with loan 
covenants and the financial strength of its tenants and, where relevant, their guarantors are considered at the scheduled 
quarterly Board meetings and more often as required. This includes updating the stress tests and reverse stress tests 
described in the mitigation sections of the tenant and borrowing risks within the Principal Risks and Uncertainties 
reported on pages 39 and 41. These include expanded and stress tested assessments consistent in approach with, but 
more detailed than, those presented in the Investment Adviser’s summary of the ‘headroom on debt covenants’ key 
performance indicator on pages 27 to 30. The modelling includes (but is not limited to):

• the identification of uncertainties facing the Group, including the risks of default of each material tenant and of 
investment property valuation movements (as outlined in the Principal Risks and Uncertainties section on pages 39 
and 40), the resulting impact on Group liquidity, debt covenants and distributable reserves and the remedial action 
that may be taken, including the extent of the resources available to the Company to cure covenant breaches; and

• stress tests, presented both on the basis of estimated reasonable ranges of outcomes (such as variations in 
investment property valuation yields, rental cash flows and exposure to any unexpected cash outflows) and reverse 
stress tests, where scenarios are presented to demonstrate the key inputs (principally rental cash flows and 
property valuation yields) that would be required to exhaust the Company’s liquidity bu�er in curing financial 
covenant breaches.

The scenarios reviewed by the Audit Committee and the Board include:

• an assessment of the extent to which the valuation yields of each security pool would need to worsen in order to 
trigger each cash trap, amortisation or default LTV covenant and assessment of the risks of those valuation 
thresholds being breached;

• modelling the impact of changes in valuation yields, reflecting levels of yield shift experienced during previous 
downturns in real estate investment markets, including during the 2008 global financial crisis and during the most 
extreme movements of the 2020 Covid-19 pandemic;

• assessing the level of loss of rents that could be sustained within a security group before each covenant or default 
level is triggered;

• assessing the loss of rents or valuation that could be sustained before the Group’s Uncommitted Cash would be fully 
utilised in application to cure rights within debt facilities; and

• assessing the impact on Group resources of any or all ring-fenced security groups falling into default.

The detailed scenarios are calculated by the Investment Adviser and presented to the Audit Committee for its review, 
subject to challenge and debate as explained in the Audit Committee Report on page 73. The projections and scenarios 
considered throughout 2021 and in connection with the approval of these financial statements had particular regard to 
stresses arising from the Covid-19 pandemic, and in particular the impact on the trading and financial strength of the 
Group’s tenants. The ability of each tenant to navigate its way through the challenges of the pandemic to date, the 
Group’s significant liquidity levels that were available to deal with any issues arising and the brighter medium term 
outlook as a result of the vaccine rollouts and improved treatments, are considered relevant in the context of the going 
concern and viability assessments for the Group.

The most material assumption a�ecting these scenarios as tested during 2021 related to the refinancing of the Merlin 
leisure facility, with a balance of £372.4 million at 31 December 2021 which is due for repayment in October 2022. This 
refinancing has been materially de-risked since the balance sheet date as a committed credit agreement was signed in 
March 2022, with drawdown scheduled for April 2022 conditional only on satisfaction of conditions precedent that are 
typical for a facility of this nature. The Board has carefully reviewed the status of each of the conditions precedent and 
is satisfied that all conditions should be able to be complied with within the relevant timescales.

The Board has weighed up the risks to going concern set out above, together with the ability of the Company to take 
mitigating action in response to those risks. The Board considers that the combination of their conclusions as to the 
tenants’ prospects, the headroom available on debt covenants and the liquidity available to the Group to deal with 
reasonable stressed scenarios on income and valuation outlook leads to a conclusion that the Company and the Group 
are each able to continue in business for the foreseeable future. This assessment includes an analysis of the extent of 
surplus liquidity and distributable reserves available within the ultimate parent company. They therefore consider it 
appropriate to adopt the going concern basis in the preparation of these financial statements.

Strategic Review continued
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Viability statement
The Board has assessed the prospects of the Group over the five years to 31 December 2026, which is the period 
covered by the Group’s longer term financial projections. The Board considers the resilience of projected liquidity, as 
well as compliance with debt covenants and UK REIT rules, under a range of inflation and property valuation 
assumptions. These scenarios include stress tests and reverse stress tests consistent with those described in the 
paragraph preceding the going concern statement and include a consideration of mitigating actions that may be taken 
to avert or mitigate potential threats to viability.

Given the longer period of assessment covered by the viability review, further analysis is conducted in order to test the 
reasonableness of the key assumptions made and to examine potential alternative outcomes and mitigating actions 
relating to those risks and assumptions. The most material of these assumptions relate to the debt refinancings during 
the forecast period, including the existing Merlin leisure facility, the status of which is explained within the going concern 
review on the previous page. Facilities falling due in 2023 are relatively low in value and at lower levels of LTV, where the 
Board’s assessment is that it is reasonable to conclude that financing should remain readily available on acceptable 
terms but that, if not, mitigating actions such as utilisation of some of the Group’s Uncommitted Cash or proceeds from 
asset sales could be applied to satisfy the debt maturity obligations. The Healthcare facilities fall due in September and 
October 2025 when total debt of £360.0 million falls due with the security value available of £790.4 million in aggregate 
at the 31 December 2021 independent valuation, representing a 45.5% Loan To Value ratio. In March 2026, the new 
Merlin leisure facilities of £282.5 million (at 31 December 2021 exchange rates) will mature unless the one year extension 
option in that facility is exercised. The Loan To Value ratio of that facility against the 31 December 2021 independent 
valuation is 38.4%. The Board has formed the assessment that lending markets are currently available for healthcare and 
leisure assets of this type and quality should remain reasonably active, and that financing at the levels required should 
be available at reasonable cost. In extremis, assets could be sold to partly or wholly refinance debt, although that is not 
the core assumption.

The principal risks and the key assumptions that were relevant to this assessment are:

Risk Assumptions
Tenant risk • Tenants and their guarantors (where relevant) continue to comply with their rental obligations and do not 

su�er any insolvency events or otherwise cease rental payments over the term of the review or reduce 
amounts payable to levels that would threaten income cover or debt service cover covenants.

Borrowing risk • The Group continues to comply with all loan covenants.
• The conditions precedent to the drawdown of the new Merlin credit facility will be met.
• £184.4 million in two Budget Hotels facilities and one Leisure facility falling due between April and October 

2023 are able to be refinanced against secured investment property worth £601.3 million at the 31 December 
2021 independent valuations.

• The Healthcare facilities, totalling £360.0 million against secured investment property of £790.4 million at 
the 31 December 2021 independent valuations, can be refinanced by the final quarter of 2025.

• The new Merlin credit facility, totalling £282.5 million and secured against investment property worth 
£736.0 million at the 31 December 2021 independent valuation (both at the 31 December 2021 exchange 
rate), can be refinanced by the first quarter of 2026.

Liquidity risk • The Group continues to generate su�cient cash to meet its liabilities as and when they fall due while retaining 
the ability to make distributions, which includes the Group’s continuing compliance with loan covenants.

Management contract 
renewal or succession

• The Independent Directors will either extend the agreement between the Company and the Investment 
Adviser, which has a term to December 2025 and no renewal rights in favour of either party, or find a 
replacement management team before the end of the term without any adverse impact on the cash flows of 
the Company.

Based on the work performed, the Board has a reasonable expectation that the Group will be able to continue in 
business over the five year period of its assessment.

The Strategic Report, which comprises the Chairman’s Statement, Investment Adviser’s Report and Strategic Review, 
was signed on behalf of the Board on 9 March 2022.

Martin Moore     Sandy Gumm
Chairman     Director
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Martin Moore
Non-Executive Chairman
Chairman of the ESG 
Committee and member of 
the Remuneration 
Committee

Mike Brown
Non-Executive Director
Member of the Nomination 
and ESG Committees

Leslie Ferrar
Independent Non-
Executive Director
Chairman of the Audit 
Committee; member of the 
Remuneration and 
Nomination Committees

Sandy Gumm
Non-Executive Director 
Company Secretary

Martin Moore, 65, MRICS, 
is a Chartered Surveyor 
who served as CEO of 
M&G Real Estate Limited 
(previously Prudential 
Property Investment 
Managers Limited) from 
1996 to 2012. During that 
time, he ran the team and 
was responsible for setting 
the strategy that grew the 
business in the UK and 
led to the establishment 
of platforms in North 
America, Continental 
Europe and Asia. He 
retired as Chairman of 
M&G Real Estate in 2013. 
He is Senior Independent 
Non-Executive Director of 
Segro Plc, a past President 
and board member of the 
British Property Federation, 
a past Chairman of the 
Investment Property 
Forum, past Chairman 
of BMO Commercial 
Property Trust, and was 
a Commissioner of The 
Crown Estate for eight 
years to 2011. He was 
also a Senior Adviser to 
KKR from 2013 to 2020.

Mike Brown, 61, BSc (Land 
Man), MRICS, is Chief 
Executive O�cer of and a 
shareholder in Prestbury 
Investment Partners 
Limited, Investment Adviser 
to the Group. A Chartered 
Surveyor with over 38 
years’ experience, he joined 
the Management Team in 
2009 at the time of the 
flotation of Max Property 
Group Plc, a limited life 
opportunity fund which 
was sold to Blackstone in 
2014. Previously he was 
Deputy Chief Executive 
of Helical Bar Plc, with 
responsibility for all its 
investment and trading 
activities from 1998 to 
2009, and a Director of 
Threadneedle Property 
Fund Managers, running 
their largest property 
fund from 1992 to 1998. 
Mike is also a Non-
Executive Director of 
Weybourne Limited and 
Chairman of its Property 
Advisory Committee.

Leslie Ferrar, 66, CVO, 
FCA, BSc, is a Non-
Executive Director 
and Chair of the Audit 
Committee of Windmill 
Hill Asset Management, a 
Lay Member of Durham 
University Council and a 
Member of the Council 
of The Economy of the 
Vatican and Chair of 
its Audit Committee. 
A qualified Chartered 
Accountant, she trained 
at KPMG where she was 
appointed partner in 
1988, a position she held 
for 17 years. During that 
time she led the firm’s 
international expatriate 
practice and was a member 
of the international board 
that ran the global tax 
practice. Leslie is also an 
Adviser to the Diocese 
of Westminster, was 
previously a Non-Executive 
Member of the HMRC Risk 
and Audit Committee and 
served as Treasurer to 
TRH The Prince of Wales 
and Duchess of Cornwall 
from 2005 to 2012.

Sandy Gumm, 55, Bec, 
CA (ANZ), is an Australian 
qualified Chartered 
Accountant with over 29 
years’ experience and is 
Chief Operating O�cer 
of and a shareholder in 
Prestbury Investment 
Partners Limited, 
Investment Adviser to the 
Group. She qualified as 
a Chartered Accountant 
in 1992 and worked for 
KPMG for nine years 
in Sydney and London 
before becoming Group 
Financial Controller of 
Burford Holdings Plc, 
where Nick Leslau was 
Chief Executive, in 1995. 
She was Finance Director 
at the time that Prestbury 
Group Plc was established 
in 1997 and in 2007 
became Chief Operating 
O�cer of Prestbury.

Board of Directors
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Jonathan Lane
Independent Non-
Executive Director
Chairman of the Nomination 
Committee; member of the 
Audit Committee

Nick Leslau
Non-Executive Director
Member of the Nomination 
Committee

Ian Marcus
Independent Non-Executive 
Director
Senior Independent Director; 
Chairman of the Remuneration 
Committee; member of the 
Audit Committee

Jonathan Lane, 63, MA, is 
a Senior Adviser to Morgan 
Stanley and was until 2019 
Chairman of EMEA Real 
Estate Investment Banking 
(“REIB”). He joined Morgan 
Stanley in 1999 where 
he served as Managing 
Director and co-head of 
REIB. Jonathan is Chairman 
of the Board of Grosvenor 
Europe, a member of the 
Policy Committee of the 
British Property Federation, 
and Chairman of the 
Trustees and a Director 
of the professional choir, 
Tenebrae. He was formerly 
a member of the UK 
Government’s Property 
Unit Advisory Panel, a 
member of the Bank of 
England’s Commercial 
Property Forum, a member 
of the Advisory Board of 
Resolution Real Estate 
Advisors LLP and a Non-
Executive Director of 
Songbird Estates Plc, the 
holding company of Canary 
Wharf. He holds bachelor 
and masters degrees in 
Biochemistry from the 
University of Oxford and 
is a Certified Person under 
the Financial Reporting 
Council’s and Prudential 
Regulation Authority’s 
Certification Regime.

Nick Leslau, 62, BSc (Hons) 
Est Man, FRICS, is the 
Chairman and majority 
shareholder of Prestbury 
Investment Partners 
Limited, Investment 
Adviser to the Group. He 
is a Fellow of the RICS 
who has been Chairman 
and Chief Executive of 
Prestbury Investment 
Holdings Limited since it 
commenced business in 
2000 and was Chairman 
of Prestbury Investments 
LLP from its establishment 
in 2006 until 2019, when its 
business was transferred 
to Prestbury Investment 
Partners Limited. He 
was Chief Executive of 
Burford Holdings Plc for 
approximately ten years 
up to 1997 and Group 
Chairman and Chief 
Executive of Prestbury 
Group Plc from 1998. He 
has sat on many quoted 
and unquoted company 
boards including, most 
recently, Max Property 
Group Plc, and is a 
member of the Bank of 
England Property Forum.

Ian Marcus, 63, OBE, MA, 
FRICS, is the Senior Non-
Executive Director of Town 
Centre Securities Plc and the 
Lead Independent Director of 
Shurgard Self Storage SA. He 
is a Senior Adviser to Eastdil 
Secured, Elysian Residences, 
Work.Life and Anschutz 
Entertainment Group. He is 
also a member of Redevco 
NV’s Advisory Board, the 
Real Estate Advisory Board 
of the Department of Land 
Economy at the University of 
Cambridge and the European 
Advisory Board of the 
Wharton Business School Real 
Estate Faculty, President of 
Cambridge University Land 
Society and a Trustee of the 
Saracens Multi-Academy 
Trust. Ian has formerly 
been Chairman of the Bank 
of England’s Commercial 
Property Forum, Chairman 
of The Prince’s Regeneration 
Trust, a Trustee of The Prince’s 
Foundation, a Crown Estate 
Commissioner and Managing 
Director and Chairman of 
the European Real Estate 
Investment Banking division 
of Credit Suisse. He is a 
past President of the British 
Property Federation and 
a past Chairman of the 
Investment Property Forum.
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The Investment Adviser

The Company is advised on an exclusive basis by Prestbury Investment Partners Limited which is owned and controlled 
by Nick Leslau, Mike Brown, Sandy Gumm, Tim Evans and Ben Walford, a team of property and finance professionals 
who between them have extensive experience in UK real estate. They have a strong track record of successfully creating 
value for shareholders through previous economic cycles.

Biographies for Mike Brown, Sandy Gumm and Nick Leslau are presented on pages 46 and 47.

Tim Evans
Tim Evans, 52, MA Hons (Cantab), MRICS, is a Chartered Surveyor with 30 years of experience. Tim joined Prestbury 
Investment Holdings Limited as a senior surveyor in 2002 and became Property Director in 2005. Prior to joining 
Prestbury, Tim held positions with Jones Lang LaSalle, Hill Samuel Asset Management and MEPC Plc. Tim is the 
Property Director of and a shareholder in Prestbury Investment Partners Limited.

Ben Walford
Ben Walford, 42, BSc (Hons) Est Man, MRICS, is a Chartered Surveyor with more than 15 years of experience. Ben joined 
Prestbury Investment Holdings Limited as a trainee surveyor in 2002 and became a partner in the Prestbury group in 
2011. Ben has a wealth of experience in property investment, refurbishment and design. Ben is a director of and 
shareholder in Prestbury Investment Partners Limited.
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The Prestbury team

Abigail O’Donovan
Front of House

 Ben Walford 
BSc Hons MRICS

Property

Francesca Brown 
Property PA

Jemma Blyth 
Property PA

Lauren Proctor 
Front of House and 

Finance PA

Louise O’Shea 
Property PA

Mike Brown 
BSc MRICS
Property

Nick Leslau 
BSc Hons FRICS

Property

Paul Cooke 
FCA MBA MA (Oxon)

Finance

Robert Ward 
BA Hons MSc MRICS 

Property

Sandy Gumm 
BEc CA (ANZ)

Finance

Stacey Wood 
ACCA

Finance

Tim Evans 
MA Hons (Cantab) MRICS 

Property

Tom Nugent 
MAAT

Finance

Yogi Leslau 
Security

Khadijah Saleem 
MAAT

Finance

Keval Sahota 
BSc ACCA

Finance
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Corporate Governance Report

Corporate Governance Code
The Board has adopted the UK Corporate Governance Code 2018 (the “Code”) and in this report we describe how the 
principles and supporting provisions set out in the Code have been applied.

The Board is committed to the Company delivering long term, sustainable returns to investors and also aims to build 
long term relationships with its stakeholders in a spirit of integrity and openness, reflecting its commitment to diversity 
and with respect to the views of its shareholders and other stakeholders. In this way we consider that consistently 
applying the principles of good governance is fully aligned with the Company’s strategy.

The Company is externally managed and all Directors are non-executive directors. This means that the Board and 
Management Team interact in a di�erent way to those in an internally managed business, with the relationship 
governed by the terms of a contract, and that the Group has no employees. When applying the principles of the Code, 
we consider that the employees of the Investment Adviser and its related service provider, Prestbury Investment 
Holdings Limited, would, for these purposes only, be considered as the Group’s workforce despite not being employees 
of the Group.

Throughout the year ended 31 December 2021, the Company has complied with the provisions of the Code save for two 
cases where departure from the provisions of the Code is considered by the Board to be appropriate. These are 
explained in the following sections and relate to the composition of the Nomination Committee, explained on page 58 
and the vesting and holding period for incentive rewards, explained on page 62.

Principles A to R, as set out in the Code, are summarised at the beginning of each section of this report.

Board Leadership and Company Purpose
A. Leadership should be provided by an e�ective and entrepreneurial board whose role is to promote the long term 

sustainable success of the company, generating value for shareholders and contributing to wider society.

B. The board should establish the company’s purpose, values and strategy, and satisfy itself that these and its culture are 
aligned. All directors must act with integrity, lead by example and promote the desired culture.

C. The board should ensure that the necessary resources are in place for the company to meet its objectives and 
measure performance against them. The board should also establish a framework of prudent and e�ective controls, 
which enable risk to be assessed and managed.

D. In order for the company to meet its responsibilities to shareholders and stakeholders, the board should ensure 
e�ective engagement with, and encourage participation from, those parties.

E. The board should ensure that workforce policies and practices are consistent with the company’s values and support 
long term sustainable success. The workforce should be able to raise any matters of concern.

Board oversight of value creation, the assessment of risks, opportunities and sustainability and the control environment
The Board is responsible for the overall leadership of the Company, setting its values and standards, including approval 
of the Group’s strategic aims and objectives and oversight of its operations.

In meeting its duty to the Company’s shareholders to promote the success of the business, the Board takes a long term 
view, assessing opportunities and risks together with considering and reporting on the viability of the business over a 
five year period. This encompasses a wide range of risks and opportunities, including among all other areas, climate 
related risks and opportunities. The Board is collectively responsible for the long term success of the Company and 
seeks to achieve:

• competent and prudent management;
• sound planning over both short and longer term time scales;
• maintenance of appropriate management and internal control systems;
• reliable accounting and other records; and
• compliance with statutory and regulatory obligations.
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The Company’s business model and strategy were established at the time of its admission to AIM in June 2014. While 
the business has grown very materially since the Company’s listing, its strategy has not changed. The business 
continues to generate long term income with inflation protection from real estate assets that are considered ‘mission 
critical’ by their tenants (we refer to these as Key Operating Assets), with additional potential for capital growth over the 
medium to long term. Acquisition opportunities and any related debt finance are assessed by the Board with a view to 
ensuring the long term sustainability of the business. The security and longevity of returns is fundamental to the 
Company’s strategy, as summarised in the outline of the Group’s business model on page 8, and the Company’s 
investment policy is described in the Strategic Review on page 32.

Assets are financed with a combination of equity and appropriate levels of third party debt, with close attention paid to 
building in su�cient headroom on any financial covenants having regard to the risks facing the Company. The 
Company’s debt strategy is further described in the outline of the business model on page 8 and the Investment 
Adviser’s review of key performance indicators on page 27. The Board has committed that any equity issues will be at or 
above Net Asset Value to minimise any risk of dilution of shareholder value.

The track record of the Group over the last five years and for certain key returns metrics since listing is on page 142 and 
the viability statement for the next five years is on page 45. The Board regularly reviews actual and potential risks facing 
the business and the most recent assessment of risk is set out in the summary of Principal Risks and Uncertainties on 
pages 37 to 43. Investment and other opportunities are evaluated by the Board against the criteria set out in the 
Investment Strategy on page 32 and includes stress tested scenarios to evaluate the impact on short, medium and long 
term performance.

The control environment operated within the Group is subject to the review and oversight of the Audit Committee, 
which formally considers the internal control framework at least annually and discusses the operation and e�ectiveness 
of internal controls with the Group’s external auditor. A summary of the Audit Committee’s internal control review is set 
out in its report on page 71.

The Management Team is responsible to the Board for day to day reporting against targets and delivery of the strategy. 
Its obligations and rights regarding the Group are set out in a contract, the Investment Advisory Agreement, which is 
subject to regular review by the Remuneration Committee and the Board. Those reviews include periodic independent 
benchmarking of the terms, including the appropriateness of the rewards accruing to the Investment Adviser. The most 
recent independent review was conducted in March 2018 and the next review is scheduled to occur by December 2022. 
The Independent Directors are in a position to judge the adequacy and appropriateness of the resources made available 
to the Group by the Investment Adviser by way of their assessment of the quality and timeliness of information 
provided to the Board and its committees and by direct interaction with the members of the Management Team and 
the workforce, including those who are not Directors of the Company. The Audit Committee’s report on risk 
management and internal control on page 71 and the Remuneration Committee’s report on page 74 both describe the 
monitoring role of the Board and its committees over the operations of the business and the assessment of the 
Investment Adviser’s performance in delivering long term sustainable returns to shareholders.

Board responsibility for workplace culture
An entrepreneurial culture is fostered both by way of the backgrounds and career histories of the Board members and 
the Management Team, and by very close alignment of the Management Team with the interests of shareholders as a 
whole. The shareholding held by the Management Team (which includes participation of the majority of Prestbury sta� 
in that equity interest) is very large in both absolute terms, being worth £170 million at the 31 December 2021 EPRA 
NTA, and in relative terms at 12.4% of the Company.

As an externally managed business, the Group has no employees, but the Independent Directors ensure that they have 
regular direct contact with members of the Management Team and other individuals who work on the Group’s 
operations, including the involvement of various Prestbury employees in committee and Board meetings. There are 16 
individuals who make up the workforce with the biographies of the senior team members listed on page 48, in addition 
to the three Prestbury Board representatives whose biographies appear on pages 46 and 47. As the workforce is not 
large, the Board considers that the allocation of responsibility for engagement with the workforce to the Remuneration 
Committee is an appropriate and e�ective method for workforce engagement and the Remuneration Committee’s 
description on this aspect of their work is included in their report on page 75.
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Board responsibility for workplace culture continued
The Board is committed to the Company and its representatives, including the Investment Adviser, adhering to high 
standards of business conduct. The Independent Directors seek to obtain and assess feedback from investors, advisers 
and other market participants, where appropriate, in order to monitor standards of conduct, including the conduct and 
reputation of the Investment Adviser and the reputation of the business.

The Board is committed to encouraging diversity, inclusion and equality and will not tolerate unlawful discrimination in 
any of its operations. It ensures that the Investment Adviser and the workforce also adhere to diversity and inclusion 
policies consistent with the Company’s. The Company seeks to achieve diversity on its Board and its progress in 
achieving that is set out in the Nomination Committee’s Report.

The Board meets at least every quarter to review the Group’s performance against its strategic aims, objectives, 
business plans and budgets, and ensures that any corrective action considered necessary is taken. Additional meetings 
are held as required to deal with the business of the Group in a timely manner. Meetings are held more frequently when 
transactions are being considered and reported on, and in times of heightened market uncertainty such as during the 
pre-vaccine stage Covid pandemic. The Investment Adviser also discusses matters with the Independent Directors 
individually or collectively and updates them on activities as and when appropriate outside the scheduled Board 
meetings. Relevant members of the wider team working on the Group’s operations, including employees of the 
Investment Adviser and also key advisers such as the Company’s Nominated Adviser and Broker, legal counsel and 
financial PR advisers, attend Board and committee meetings as appropriate.

Board committees have been appointed under written terms of reference. The Audit Committee meets at least twice 
per year and the Remuneration, Nomination and ESG Committees meet at least once per year. Committee meetings are 
otherwise held as often as is required to properly discharge their duties. During 2021, the Nomination Committee has 
been meeting frequently in order to oversee the Board succession process which is detailed in their report. The ESG 
Committee has also been meeting frequently since its establishment in May 2021 to undertake its policy review and to 
keep in regular contact with the Group’s specialist ESG advisers.

Directors are expected to attend all meetings of the Board and all meetings of those committees on which they sit, as 
well as the Annual General Meeting. Every meeting during the year has been attended by the quorum required by the 
Articles of the Company, which also require that the Independent Directors outnumber the Directors connected with 
the Investment Adviser. In all cases during the financial year, the Independent Directors outnumbered the 
representatives of the Investment Adviser.

The AGM and all scheduled Board meetings were fully attended during the year. Attendance at Board and committee 
meetings is reported on page 57.

Shareholder engagement
The Board is responsible for ensuring open and constructive dialogue with shareholders based on a mutual 
understanding of objectives.

The Board approves the resolutions and related documentation to be put to shareholders at the AGM, together with any 
circulars, prospectuses, listing particulars and announcements concerning the Company. The Company reports to 
shareholders at least twice each year in its interim and annual reports, and, where any price sensitive or other 
information requires disclosure to the London Stock Exchange, makes announcements which are then published on the 
Company’s website. Any written presentations to investors are made available on the Company’s website.

Stifel Nicolaus Europe Limited (“Stifel”) acts as the Company’s Nominated Adviser and Broker, assisting with 
communications to shareholders and monitoring compliance with the AIM Rules. Whenever appropriate, feedback from 
shareholders is presented in an appropriate format (at times, anonymised at the request of shareholders) to the Board 
by Stifel to ensure that the Board is aware of any issues raised or feedback provided by investors. The Company’s 
shareholder profile and any material changes in shareholdings are reviewed by the Board at least quarterly and more 
often if appropriate.

Corporate Governance Report continued
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All Board members are available to meet with shareholders and to answer any questions at the Company’s AGM and 
otherwise as reasonably required. Board members connected with the Investment Adviser generally conduct the 
routine meetings with shareholders, including those following results and other announcements and they maintain 
contact with shareholders as appropriate throughout the year. In certain cases, including where shareholders’ views 
about the Investment Adviser or the terms of its appointment are being discussed, Independent Directors including in 
particular the Chairman, Martin Moore, and the Senior Independent Director and chairman of the Remuneration 
Committee, Ian Marcus, o�er to meet with shareholders as necessary. The Board considers that this, along with the 
provision of independent feedback to the Board by Stifel where appropriate following shareholder meetings, ensures 
that the whole Board remains well informed of shareholders’ views.

The Board is keen to make access to information about the Company as convenient as possible and is also mindful of 
the Company’s impact on the environment. Consequently, the Company issues its shareholder communications, 
including the annual and interim reports and notices of meeting, electronically with the option of receiving hard copy 
reports for these who wish to do so.

Constructive use of the AGM
The AGM will be held on 1 June 2022. This is a forum to give all interested shareholders the opportunity to meet the 
Board and to vote on the resolutions proposed. Prior to the Covid-19 pandemic, all Directors attended all AGMs, making 
themselves available to answer questions, and they intend to continue to do so as far as possible within the limits of any 
Covid-19 restrictions. Government imposed restrictions required the AGMs in May 2020 and May 2021 to be held as 
closed meetings and, unfortunately, shareholders were not permitted to attend. However, arrangements were made to 
ensure that questions could be raised in advance of the meeting. Under current guidance, it would be possible to hold 
the AGM in person again in 2022 but in the event that restrictions apply again at that time, the same procedures for 
raising questions in the absence of attendance will apply. The notice of meeting and explanatory notes for the 2022 
AGM are included on pages 146 to 152.

Monitoring of AGM results
Following the Company’s AGM each year, a summary of voting is communicated by way of a regulatory news release 
and posted on the Company’s website. To date, the Company has not experienced a significant number of votes against 
any resolution.

Voting at May 2021 AGM % For % Against

Ordinary resolutions:
1.  To approve the annual report for the year to 31 December 2020 98.51 1.49
2. To re-elect Martin Moore as a Director 99.76 0.24
3. To re-elect Mike Brown as a Director 99.88 0.12
4. To re-elect Leslie Ferrar as a Director 99.54 0.46
5. To re-elect Sandy Gumm as a Director 100.00 0.00
6. To re-elect Jonathan Lane as a Director 99.99 0.01
7. To re-elect Nick Leslau as a Director 99.88 0.12
8. To re-elect Ian Marcus as a Director 99.99 0.01
9. To reappoint BDO LLP as auditor 98.34 1.66
10. To authorise the Directors to fix the remuneration of the auditor 99.99 0.01
11.  That the Company be generally and unconditionally authorised to allot Ordinary Shares  

in the Company 99.83 0.17
Special resolutions:
12.  That the Company be generally authorised to make market purchases  

of Ordinary Shares subject to certain conditions 98.43 1.57
13.  That the Directors be empowered to allot equity securities in the Company  

for cash without pre-emption rights subject to certain conditions 98.03 1.97

The total votes cast in respect of each resolution put to the 2021 AGM amounted to approximately 74% of the shares 
in issue.
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Engagement with stakeholders other than shareholders
Along with the interests of shareholders, the Board has regard to the interests of other stakeholders including the 
Company’s tenants, suppliers and workforce. The Company’s statement of compliance with Section 172 of the 
Companies Act 2006 which deals with its engagement with stakeholders is set out on pages 34 to 36 and appears on 
the Company’s website. Compliance with Section 172 of the Companies Act 2006 is kept under review and updated as 
necessary. The Company’s ESG report, forming part of the Company’s engagement with the wider community, is set 
out on pages 64 to 69 and is available on the Company’s website.

Whistleblowing policy
The whistleblowing policy applicable to the workforce and Board is reviewed and approved by the Audit Committee 
each year for recommendation (if appropriate) to the Board. That policy provides for direct lines of communication 
from the workforce to Independent Directors if appropriate. To date no such reports have been made but, in the event 
that any arise, the Audit Committee will investigate on behalf of the Board in the first instance and follow up any matters 
arising, reporting the results and their conclusions to the Board.

Conflicts of interest
Conflicts of interest are required to be disclosed in order that the Board functions e�ectively and with appropriate 
independence. Declaration of conflicts is a standing order of business at the start of every Board meeting.

Director concerns and resignations
Directors would in the first instance raise any matters of concern about the operation of the Board or any of its 
committees with the Chairman of the Company or of the relevant committee, and any such matters and their ultimate 
resolution would be minuted. Any unresolved matters may be raised with the Senior Independent Director or such other 
Director or external party, including regulators, as is considered appropriate. There have been no such issues to report 
or resolve and no Director has resigned from the Company.

Division of Responsibilities
F. The chair leads the board and is responsible for its overall e�ectiveness in directing the company. They should 

demonstrate objective judgement throughout their tenure and promote a culture of openness and debate. In addition, 
the chair facilitates constructive board relations and the e�ective contribution of all non-executive directors, and 
ensures that directors receive accurate, timely and clear information.

G. The board should include an appropriate combination of executive and non-executive (and, in particular, independent 
non-executive) directors, such that no one individual or small group of individuals dominates the board’s decision 
making. There should be a clear division of responsibilities between the leadership of the board and the executive 
leadership of the company’s business.

H. Non-executive directors should have su�cient time to meet their board responsibilities. They should provide 
constructive challenge, strategic guidance, other specialist advice and hold management to account.

I. The board, supported by the company secretary, should ensure that it has the policies, processes, information, time 
and resources it needs in order to function e�ectively and e�ciently.

Chairman’s role and assessment of his independence 
As Chairman, Martin Moore sets the Board’s agenda and ensures that adequate time is available for discussion of all 
agenda items, including strategic issues in particular. He is responsible for the leadership of the Board and ensuring its 
e�ectiveness. He seeks to ensure that all Directors constructively engage in the business of meetings and with the 
development of strategy.

On the date of his appointment, Martin Moore was considered to be independent within the meaning of the Code. 
Under the terms of the Code, a chairman is considered not to be independent after the date of appointment purely by 
reason of being the Company’s chairman.

The Code requires that the roles of Chairman and Chief Executive are distinct and that a chief executive should not 
become a Company’s chairman. As it is externally managed, the Company does not have an individual designated as 
Chief Executive, the functions of which are carried out by the Investment Adviser. The roles of the Board and the 
Investment Adviser are very distinct and are laid out in a contract between the Company and the Investment Adviser. 
Martin Moore has never acted in any executive capacity in the Company and is independent of the Investment Adviser.

Corporate Governance Report continued
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Composition of the Board
The balance of skills and experience of the members of the Board and the long and successful track record of the 
Management Team are key factors in the continuing ability of the Group to exercise skill and discipline in deal selection 
and embrace opportunities in a way that balances potential risks and rewards with a view to delivering the Company’s 
strategy. The long term track record of the Management Team is available on the investor centre on the Company’s 
website and the track record of the Company over the past five years is shown on page 142.

The composition of the Board is as it was at the time of the Company’s listing in June 2014. At that time, the Chairman 
sought to appoint Directors who would bring appropriate independence and an open mind to the running of the 
Company, and between them to have a range of skills and experience appropriate to a full understanding of the Group 
and its activities and the e�ective delivery of its strategy.

There are three qualified chartered surveyors and two qualified chartered accountants on the Board. All Directors have 
long experience in the areas considered critical to the running of the business, principally real estate investment and 
financing, capital markets activity, mergers and acquisitions, taxation, financial reporting and governance. These skills 
are considered core to the delivery of the Company’s strategy and to dealing with the risk factors outlined in the 
Strategic Report. Through over seven years on the Company’s Board along with their wider careers, all Directors have a 
level of experience in all of these areas, but particular areas of expertise are set out below. When vacancies arise on the 
Board, the Nomination Committee will seek to maintain a balance of skills in these various key areas and this aspect of 
the Committee’s role is reported on in the Nomination Committee’s Report on page 79.

Chartered 
surveyor

Chartered 
accountant

Direct real 
estate 

investment 
and long 

lease 
negotiation

Real estate 
financing

Capital 
markets

Real estate 
M&A

Accounting 
and tax

Financial and 
governance 

reporting

Martin Moore

Mike Brown

Leslie Ferrar

Sandy Gumm

Jonathan Lane

Nick Leslau

Ian Marcus

In addition to diversity of experience and qualifications, the gender balance on the Board is two women (29%) and five 
men (71%). Brief biographies of the Company’s Directors are set out on pages 46 and 47 and those of other key 
members of the Management Team on page 48.

Independence of Directors
The Chairman was considered independent within the meaning of the Code at the time of his appointment. Leslie 
Ferrar, Ian Marcus and Jonathan Lane are all considered independent within the meaning of the Code. Mike Brown, 
Sandy Gumm and Nick Leslau are not independent as they are directors of and shareholders in the Investment Adviser. 
The majority of the Directors are independent of the Management Team and, excluding the Chairman who is considered 
not to be independent by definition within the terms of the Code, three of the remaining six are independent.

There is no individual with unfettered powers of decision making and the Articles of Association require that 
Independent Directors must always hold the majority of voting power in order for a meeting of the Board to be quorate.
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The Senior Independent Director
Ian Marcus is the Company’s Senior Independent Director and his biographical details are included on page 47. Ian acts as 
a sounding board where necessary for Martin Moore as Chairman and, if required, as an intermediary for shareholders or 
for other Directors. As the Senior Independent Director, Ian is available to shareholders if they have concerns which 
contact through the normal channels of Chairman or Investment Adviser have failed to resolve, or for which such contact 
is inappropriate.

The Code requires that the Senior Independent Director should convene a meeting of the Board excluding the 
Chairman at least annually to assess the performance of the Chairman. The most recent meeting convened for this 
purpose was held in March 2022 and attended by all Directors other than the Chairman.

Scrutiny of executive management
Day to day management of the Group is carried out by the Company’s Investment Adviser, Prestbury, whose activities 
are subject always to the oversight of the Board. The terms under which Prestbury has been appointed are set out in a 
contract, the Investment Advisory Agreement, which has been in place since the Company listed and which is kept 
under review resulting in certain amendments having been made from time to time since it was first entered into. The 
matters which fall exclusively to the Board to approve are clearly set out in writing and these reserved matters may only 
be considered for approval in a properly convened Board meeting where Directors independent of the Investment 
Adviser are in the majority. Matters reserved for the Board include any material transaction and any transaction of 
whatever level of materiality with an unusual risk profile or where there would be a departure from the Company’s 
stated strategy and investment policy. The Chairman convenes a meeting annually without the non-Independent 
Directors or any management representatives present to assess the Investment Adviser’s performance. The most recent 
meeting convened for this purpose was held in March 2022 and attended by all Independent Directors.

In distinguishing the matters dealt with day to day by the Investment Adviser from the material strategic decisions made 
by the Board, the Independent Directors maintain control of key judgements a�ecting the business. In delivering their 
services to the Company, the Investment Adviser is required to diligently perform specified services and exercise 
judgement, drawing on the experience and expertise of the Management Team. The Board challenges these 
judgements through regular interactions between the Independent Directors and the Management Team including the 
scheduled Board and committee meetings and other more informal meetings and discussions. In the case of 
judgements a�ecting the accounting policies and financial statements, the Audit Committee holds discussions with 
both the Management Team and external auditor, separately and together, where any judgements made are 
interrogated and carefully considered to ensure that judgement has been exercised in the best interests of the 
Company and with appropriate care and diligence.

Any matters delegated to Prestbury remain subject to the Board’s overall supervision and its review of Prestbury’s 
e�ectiveness. Prestbury has only very limited permission to transact business for the UK companies within the Group 
and no discretion to transact business for any non-UK entities. The agreement allows Prestbury, without specific 
approval by the Board but subject to certain conditions, to investigate, negotiate and execute or require any member of 
the Group to execute an asset acquisition, an asset disposal or a financing or refinancing (including related hedging 
instruments) in respect of an investment opportunity or existing investment, in each case only where the impact does 
not exceed either a Net Asset Value of £10 million or a gross asset value of £20 million. Prestbury has not transacted 
any business within the discretionary limits at any time up to the date of this report.

The Remuneration Committee’s responsibilities include keeping the terms of Prestbury’s appointment under review, 
including periodic external independent review and benchmarking of the terms. The Remuneration Committee, the 
members of which are all Independent Directors, reports on these reviews in its reports to shareholders. In addition, the 
Audit Committee is in a position to closely review the Investment Adviser’s services relating to financial reporting and 
internal control. As part of its work, it meets at least annually with the external auditor and without any management 
representatives present. The report of the Audit Committee is presented on pages 70 to 73.

The Board and its committees meet when appropriate without any representatives of the Investment Adviser or, if 
necessary, without a specific Director or Directors present. This will include meetings where the performance of a 
specific Director or the Investment Adviser is being considered.
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Attendance at Board and Committee meetings and the AGM

Attendance at meetings

Scheduled 
Board 

meetings
Audit 

Committee1

Remuneration 
Committee

Nomination 
Committee2

ESG 
Committee3

Martin Moore (Chairman and Chairman of the 
ESG Committee) 4/4 1/1 2/2

Mike Brown 4/4 2/2 2/2

Leslie Ferrar (Chairman of the Audit Committee) 4/4 2/2 1/1 2/2

Sandy Gumm 4/4

Jonathan Lane (Chairman of the 
Nomination Committee) 4/4 2/2 1/1 2/2

Nick Leslau 4/4 2/2

Ian Marcus (Chairman of the 
Remuneration Committee) 4/4 2/2

1  in addition to the two meetings shown, all Audit Committee members attended meetings with the Group’s valuers 
prior to the consideration of both the interim and annual results

2  members of the Nomination Committee have met more frequently during the year outside the formal committee setting, 
including meetings to engage with search consultancies and to establish the job specifications for incoming directors

3  the third member of the ESG Committee is Ben Walford, a director of the Investment Adviser, who has specific 
responsibility for environmental issues and reporting within the Investment Adviser’s team

All Directors also attended the AGM in May 2021, though restrictions in place because of the Covid-19 pandemic meant 
that shareholders were unable to attend.

Directors’ and Committees’ responsibilities
The terms and conditions of appointment of the Directors are set out in letters of appointment and written terms of 
reference have been established for each of the committees. The letters of appointment and committee terms of 
reference are available for inspection at the Company’s registered o�ce during normal business hours on reasonable 
notice. The terms of reference of the committees are available in the Investor Centre of the Company’s website.

Other commitments of Directors
Prior to any Board appointment, a Director’s other commitments must be disclosed and the Nomination Committee must 
be satisfied that the potential appointee has su�cient time to properly discharge his or her duties. This includes the 
disclosure of other positions and estimates of the time commitments relating to them and including any potential areas of 
conflict of interest. All Directors were appointed at the time of the Company’s admission to AIM in June 2014 and all 
additional external appointments have been subject to further disclosures to the Board prior to those appointments.

Each Independent Director has a portfolio of non-executive roles and none has a full time executive position. While new 
external appointments may be entered into by the Independent Directors from time to time, the Board has always been 
satisfied, following careful review, that each Director remains able to fully commit su�cient time to discharging their 
duties for the Company. The Nomination Committee conducts an annual assessment of the time devoted to the 
business by each director and each person’s ability to continue to commit appropriate time to the proper discharge of 
their responsibilities.

It is a requirement of the Code that no executive director holds more than one non-executive directorship of a FTSE 100 
company nor the chairmanship of such a company, nor should they hold any other ‘significant appointment’. While the 
Company has no executive directors, none of the Directors representing the Investment Adviser holds a chairmanship 
or directorship of a FTSE 100 company, nor any other significant external appointment. There have been no significant 
additions to the outside directorships of the Prestbury Directors in the past 12 months.

The significant external appointments of all Directors are disclosed in their biographies on pages 46 and 47.
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The Company Secretary
The Company Secretary is responsible for ensuring that the Board and Board committees receive accurate, timely and 
clear information on the Group’s activities and is responsible to the Board and committees for ensuring that procedures 
are followed. The appointment or removal of the Company Secretary is a matter for the whole Board.

The Company Secretary seeks to ensure that the information provided is su�cient to enable the Board and the 
committees of the Board to discharge their duties, and that the information provided covers operational and financial 
reporting together with assessments of market conditions, risks and the Group’s internal control environment. Reports 
are required to be submitted to the Board on a timely basis to allow su�cient time for review prior to Board or 
committee meetings.

Directors’ and o�cers’ insurance
The Directors are provided with independent professional advice at the Company’s expense where they judge it 
necessary to discharge their responsibilities. Directors’ and O�cers’ Liability Insurance cover of £15 million is maintained 
by the Company.

Composition, Succession and Evaluation
J. Appointments to the board should be subject to a formal, rigorous and transparent procedure and an e�ective 

succession plan should be maintained for board and senior management. Both appointments and succession plans 
should be based on merit and objective criteria and, within this context, should promote diversity of gender, social and 
ethnic backgrounds, cognitive and personal strengths.

K. The board and its committees should have a combination of skills, experience and knowledge. Consideration should 
be given to the length of service of the board as a whole and membership should be regularly refreshed.

L. Annual evaluation of the board should consider its composition, diversity and how e�ectively members work together to 
achieve objectives. Individual evaluation should demonstrate whether each director continues to contribute e�ectively.

Succession planning
The Board as a whole is responsible for ensuring adequate succession planning so as to maintain an appropriate 
balance of skills, experience and diversity. Changes to the structure, size and composition of the Board may be made 
following recommendations from the Nomination Committee. This includes the selection of the Chairman of the Board 
and the Company Secretary, and the appointment of the Senior Independent Director.

The Nomination Committee
The Nomination Committee consists of four Directors: Jonathan Lane, Nick Leslau, Mike Brown and Leslie Ferrar. Leslie 
was appointed to the Committee in May 2021, ahead of the commencement of the succession planning process for the 
replacement of the existing Independent Directors as their terms of service now approach eight years. The Committee 
is chaired by Jonathan Lane. The biographies of each Committee member are shown on pages 46 and 47.

The composition of the Committee deviates from the Code requirement for the majority of members to be 
independent. While Jonathan Lane and Leslie Ferrar are independent, Nick Leslau and Mike Brown are members of the 
Management Team. The Board considers this departure from the Code appropriate because the significant 
shareholding of the Management Team, including that of Nick Leslau and Mike Brown personally, provides very strong 
alignment with the interests of all shareholders. Additionally, given the intention to replace all of the Independent 
Directors prior to the end of nine years’ service, which will in all cases be in May 2023, the contribution of 
representatives of the Investment Adviser as members of the Committee is considered particularly relevant, as the 
maintenance of strong and constructive working relationships amongst all individuals on the Board, including in 
particular the three representatives of the Investment Adviser who will continue on the Board, is considered to be 
important to the continuing success of the business.

The Nomination Committee Report appears on pages 77 to 79.
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Re-election
All Directors are subject to election by shareholders at the first AGM following their appointment, and the Company’s 
Articles require that for the nine years following appointment they are subsequently subject to re-election at intervals of 
no more than three years after which they should stand for re-election annually. Since the 2020 AGM, all Directors have 
undertaken to voluntarily o�er themselves for re-election each year, consistent with the requirements of the Code.

The Board considers that information su�cient for shareholders to make an informed decision about the re-election of 
each Director, including their specific skills relevant to a contribution to the long term success of the business, is 
included within this annual report and in the notice of AGM and accompanying explanatory notes on pages 146 and 147.

Terms of service
Any Independent Director who has held o�ce for nine or more consecutive years is required by the Articles of 
Association of the Company to stand down and o�er himself or herself for re-election at each AGM. No Independent 
Director of the Company has been in o�ce for more than nine years, each having been appointed in May 2014.

According to the written terms of appointment, each Director’s service contract is terminable on three months’ notice 
or, in the case of a serious breach, without notice and without compensation for loss of o�ce.

Board vacancies
There has been no Board vacancy since the Company’s admission to AIM. In the event that a vacancy arises, as will be the 
case for all Independent Director posts prior to May 2023, the Nomination Committee will oversee the process with due 
regard to the requirements of the Code and in accordance with the responsibilities set out in their report on page 79.

Evaluation
The Nomination Committee reviews the composition of the Board and performance relating to attendance, 
appropriateness of skills and adequacy of time devoted to Board duties.

The Board is responsible for undertaking an annual review of its own performance, that of its Committees and of 
individual Directors. The division of responsibilities is also kept under review.

The Board is required to determine the independence of Directors in light of their character, judgement and relationships, 
authorising conflicts of interest where, and in the manner, permitted by the Company’s Articles of Association.

In performing these reviews, the Board takes account of any feedback provided by shareholders, including through 
the Company’s Nominated Adviser and Broker whose opinion is sought regularly. The evaluation of Prestbury’s 
e�ectiveness as Investment Adviser is carried out only by the Directors who are independent of Prestbury.

The Board considers at least annually whether a formal, externally facilitated Board evaluation is required. Such an 
evaluation is not considered necessary at this stage as the Board has demonstrated its ability to deal e�ectively with a 
large volume of significant transactions including listing, secondary placings, acquisitions, disposals, lease variations, 
financings and refinancings. The appropriateness of an external Board evaluation will continue to be kept under review.

Development
Martin Moore, as Chairman, is responsible for ensuring that any ongoing training and development needs of the 
Directors are met, including those highlighted by any evaluation process. All Directors have been appointed since the 
time of the Company’s listing and the listing process included an appropriate induction for all Directors. The remit of the 
Nomination Committee includes monitoring the skills and knowledge of the Directors and where necessary further 
support is provided to any Director who needs it.

Commitment
The Nomination Committee’s report on pages 77 to 79 includes confirmation that the commitment of each Director has 
been reviewed and confirmed as su�cient.
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Audit, Risk and Internal Control
M. The board should establish formal and transparent policies and procedures to ensure the independence of and 

e�ectiveness of internal and external audit functions and satisfy itself on the integrity of financial and 
narrative statements.

N. The board should present a fair, balanced and understandable assessment of the company’s position and prospects.

O. The board should establish procedures to manage risk, oversee the internal control framework, and determine the nature 
and extent of the principal risks the company is willing to take in order to achieve its long term strategic objectives.

Audit policy and procedures
The Board is committed to complying with all relevant regulations concerning the independence of the external auditor. 
The responsibility for ensuring the appropriate independence and e�ectiveness of the external auditor for 
recommendation to the Board rests with the Audit Committee which summarises its work in this respect in the report 
on page 71.

Approach to ensuring the integrity of financial and narrative reporting
The Board controls the integrity of financial and narrative reporting by ensuring that the Board includes individuals with 
su�cient and diverse experience, which includes ensuring that the Board includes a number of members who have 
relevant qualifications. Specifically, the Chairman of the Audit Committee has, as required, relevant and recent 
experience in financial reporting matters. The appropriateness of the qualifications and experience of the Investment 
Adviser’s finance team and of the resources available to them are reviewed each year as part of the internal control 
review conducted by the Audit Committee, the results of which are reported to the Board. The terms of the Investment 
Advisory Agreement also require that all financial and narrative reports are provided to the Board with su�cient time 
and in su�cient detail to enable their review and for the Board to interrogate the analyses provided.

The Audit Committee 
The Audit Committee assists the Board in discharging its risk management and internal control responsibilities under 
written terms of reference. It comprises three Independent Directors: Leslie Ferrar, Jonathan Lane and Ian Marcus, 
whose biographies are shown on pages 46 and 47.

The Committee is chaired by Leslie Ferrar, who the Board considers has recent and relevant financial experience 
including an appropriate professional qualification. Jonathan Lane and Ian Marcus both have many years’ experience in 
real estate capital markets and financing and the Board considers this experience also to be both recent and relevant to 
the Committee’s activities.

Only members of the Audit Committee have the right to attend Committee meetings. The members of the external 
audit team and key personnel from the Investment Adviser are invited to attend meetings and the Company Secretary 
and other non-members such as specialist advisers may be invited to attend all or part of any meeting as and when 
appropriate. The Committee chairman reports formally to the Board on proceedings after each meeting on all matters 
within the Committee’s duties and responsibilities and demonstrates how it has discharged those responsibilities.

The Audit Committee meets at least twice each year at appropriate intervals in the financial reporting and audit cycle in 
addition to its twice yearly meetings with the external valuers and the auditors. Outside the formal meeting programme, 
the Committee chairman maintains a dialogue with key individuals involved in the Company’s governance, including the 
Chairman, members of the Investment Adviser’s finance team, the independent external valuers and the external audit 
partner. The Committee chairman attends the AGM (save in circumstances where this is not possible, such as during the 
Covid-19 restrictions in force at the time of the AGM held in 2020) and is otherwise available to shareholders to answer 
any queries about the work of the Committee.

Audit Committee’s role and responsibility
More detail on the activities of the Audit Committee during the year, including a summary of its role and responsibilities, 
is provided in the Audit Committee Report on pages 70 to 73.
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Financial and business reporting
The Board is responsible for preparing this annual report and has reviewed whether, taken as a whole, it presents a fair, 
balanced and understandable representation of the Group’s position and prospects and has concluded that it does. The 
Board has also concluded that this annual report provides the information necessary for shareholders to assess the 
Company’s position, performance, business model and strategy. This includes an explanation of how the Company aims 
to generate or preserve value in the long term, included in the Strategic Review on page 32.

A description of the Directors’ responsibilities regarding the financial statements is set out in the Directors’ Report on 
page 81 and a description of the auditors’ responsibilities is set out in their report on page 87.

Risk management, internal control and Group risk review
The Board is responsible for the internal controls of the Group, including operational and compliance controls and risk 
management systems, which are documented in a Board memorandum which is updated and reviewed at least 
annually. As with any risk management system, the Group’s internal control framework is designed to manage risk but 
cannot give absolute assurance that there will never be any material misstatement or loss.

The Board has reviewed the risk management and internal control framework in the year using, in addition to their own 
experience and expertise, the approach documented in the ICAEW’s Technical Release “Guidance on Financial Position 
and Prospects Procedures”. External supporting evidence is obtained where appropriate. The Board has also had regard 
to the Financial Reporting Council’s “Guidance on Risk Management, Internal Control and Related Financial and 
Business Reporting” dated September 2014. The Board memorandum on internal control includes the Group’s risk 
register which includes explanations of any changes in risk assessment over time.

The Group’s risk register underpins the Board’s assessment of the principal risks facing the Group and how they may be 
mitigated, including consideration of matters that may in future threaten the performance of the Group, its business 
model or its viability. A robust assessment of emerging and principal risks is undertaken both on the basis of their 
relevance to the business on a steady state basis and their relevance to delivery of the Board’s growth aspirations. The 
key risks identified in that review are described in the Strategic Review on pages 37 to 43.

The Board requires that any weaknesses in the internal control framework of the Company identified by the external 
auditor or the Management Team are reported to the Audit Committee. Further, any weaknesses in the internal control 
framework of the Investment Adviser, including any identified by the external auditor of the Investment Adviser, are 
required to be reported to the Audit Committee. No material control weaknesses have been identified but, in the event 
that any are reported, the Audit Committee will bring them to the attention of the Board.

On the basis of this review, the Board believes the internal controls to be working e�ectively with no significant failings 
or weaknesses in the framework identified. The control framework documented and assessed in the Board 
memorandum was in place during the year and up to the date of approval of this annual report.

The Board has asked the Audit Committee to review whether an internal audit function should be established. The Audit 
Committee’s approach to this review and their conclusions are set out in the report of the Audit Committee on page 72.

Going concern and viability
Statements confirming the status of the Company and Group as a going concern and their longer term viability over a 
five year period are set out in the Strategic Review on pages 44 and 45. These statements are made on the basis of 
reviews undertaken by the Management Team and evaluated in discussion with the Audit Committee which reports the 
results to the Board.
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Remuneration
P. Remuneration policies and practices should be designed to support strategy and promote long term sustainable 

success. Executive remuneration should be aligned to company purpose and values and be clearly linked to the 
successful delivery of the company’s long term strategy.

Q. A formal and transparent procedure for developing policy on executive remuneration and determining director and 
senior management remuneration should be established. No director should be involved in determining their own 
remuneration outcome.

R. Directors should exercise independent judgement and discretion when authorising remuneration outcomes, taking 
account of company and individual performance, and wider circumstances.

The Remuneration Committee
The Board has appointed a Remuneration Committee comprised of three Independent Directors: Ian Marcus, who is 
Chairman of the Committee, Leslie Ferrar and Martin Moore. Their biographies are shown on pages 46 and 47.

Only members of the Remuneration Committee have the right to attend Committee meetings, but other individuals and 
external advisers may be invited to attend for all or part of any meeting as and when appropriate. Appointments to the 
Committee are made by the Board. The Chairman of the Board may not be chairman of the Committee.

The Remuneration Committee meets at least once each year and otherwise as required, and the Committee chairman 
attends the AGM (save in circumstances where this is not possible, such as during the Covid-19 restrictions in force at 
the time of the AGM held in 2020) and is otherwise available to shareholders to answer any questions about the 
Committee’s activities. The Remuneration Committee Report is included on pages 74 to 76.

Policy responsibility
The responsibilities of the Remuneration Committee are set out in the report on page 74 and include setting 
remuneration policy for the Chairman and the executive team, which for these purposes means the Investment Adviser.

The Board considers the appropriateness of the level of remuneration for all Directors each year, having regard to the 
time commitment and responsibilities involved. Directors’ remuneration is periodically benchmarked by independent 
external advisers and annually benchmarked against publicly available information about other similar listed UK real 
estate companies. The assessment of the performance of the Chairman is determined by the other Directors.

Shareholder alignment
As an externally managed business, the shareholder alignment strategy for the management of the Company was 
carefully designed at the time of its listing in 2014 and has been kept under regular review since then. The Board 
continues to recognise the crucial importance and benefits of strong alignment between the Management Team 
and shareholders.

Under the terms of the Investment Advisory Agreement which is, as explained in the Remuneration Committee Report, 
kept under regular review, the Investment Adviser is rewarded for above target shareholder returns in any financial year. 
Any incentive fees are subject to appropriate safeguards for investors, including a priority shareholder return before any 
fee is earned, ‘high water mark’ provisions to prevent rebasing of incentives after periods of low or negative growth, a 
cap on incentive fees payable on the results of operations, and the payment of any fees in shares. These arrangements 
are explained in note 25c to the financial statements.

Alignment with the Code
Sales of any shares received by the Investment Adviser in satisfaction of incentive fees are restricted (save for certain 
limited exceptions), with the restriction lifted on a phased basis over a period from 18 to 42 months. This is shorter than 
the total vesting and holding period of five years recommended in the Code. The Code has been adopted subsequent 
to the most recent external benchmarking exercise for the incentive fee arrangements at which time the vesting and 
holding periods for shares awarded as incentive fees were considered to be appropriate and in line with the prevailing 
guidance at the time. Bringing the vesting and holding periods into line with the Code would require a change to the 
contractual arrangements. The broader terms of the contract will be subject to review in December 2022 and the 
appropriateness of arrangements, including their compliance with the Code, will be considered as part of that review.
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The Code also recommends that the Committee formulates a formal policy for post employment shareholdings. 
Given the Company’s external management structure, compliance with this aspect of the Code is not possible, as the 
Board does not control the Investment Adviser. However, we note the commentary on the Company’s share dealing 
code below.

Share dealing code
The Board takes all reasonable steps to ensure compliance by the Directors with the provisions of the AIM rules relating 
to dealings in securities of the Company and has adopted a share dealing code for this purpose. Further, the Board has 
taken steps to ensure that directors of the Investment Adviser and sta� engaged by the Investment Adviser and its 
delegates also comply with the terms of the share dealing code. The Board and Investment Adviser provide annual 
attestations in this respect, the most recent of which were completed in December 2021.

Avoidance of formulaic outcomes
In its most recent external benchmarking review of the Investment Advisory Agreement in 2018, the Remuneration 
Committee and its external advisers had regard to the risk of formulaic application of the fee calculations giving rise to 
a mismatch between returns achieved by shareholders and the Management Team as part of a wider review. As a result, 
the Company and the Management Team agreed to introduce a cap at 5% of net asset value on incentive fees arising on 
the Group’s operations to avoid undesirable outcomes of this type. The approach of the Remuneration Committee to 
this aspect of the Code is explained in its report on pages 74 and 75.

Pension contributions
The Company does not bear the cost of any pension contributions because no Director is entitled to Company funded 
pension contributions.

Notice periods and compensation for loss of o�ce
The notice period for the Independent Directors is three months, save in the case of dismissal for cause which can be 
immediate and without compensation.

The Investment Advisory Agreement expires in December 2025 and is subject to its next scheduled review by the 
Remuneration Committee by December 2022. As explained at the time of the most recent independent benchmarking 
exercise, carried out in March 2018 with the assistance of AON’s compensation practice, the period to December 2025 
was considered an appropriate period over which to secure the services of the Management Team in the interests of 
shareholders as a whole. The agreement is terminable by the Company or the Investment Adviser in certain circumstances. 
The maximum fee payable, for example in the event of a change of control of the Company should either party elect to 
terminate the agreement at that time, would be one year’s advisory fee. There are no break payments or renewal rights 
on either side at the end of the term.

Costs of the executive team and shareholder alignment 
While the Company does not employ any executive management, the Independent Directors consider that the 
provisions underlying Principles P to R of the Code are in the main applicable to the Investment Advisory Agreement. 
The Remuneration Committee sets out in its report on page 74 its assessment of how, specifically, the Company has 
complied with the provisions of the Code as to the assessment of remuneration policy.

Signed on behalf of the Board on 9 March 2022.

Leslie Ferrar
Director and Chairman of Audit Committee

 63 Secure Income REIT Plc Annual Report 2021

Strategic  
Report

Additional 
Information

Financial  
Statements

Strategic  
Report Governance

298



The Board acknowledges the importance of Environmental, Social and Governance (“ESG”) matters across our 
business. We are committed to delivering transparent reporting to our stakeholders on our ESG strategy in line with 
international reporting and verification standards including Global Reporting Initiative (“GRI”) and AA1000 standards. 
Our intention is for this to inform investment decision making, enable alignment with industry best practice and 
enhance our stakeholders’ understanding of the impact of ESG matters on our real estate. We are committed to 
publishing an annual report on ESG which at this stage is included within the annual report and also posting the ESG 
report on our website.

Our ESG Policy, a full copy of which is published on our website, focuses on four priority areas that incorporate 
environmental responsibility, social responsibility and corporate governance:

• Governance and disclosure – embedding ESG principles in our decisions; greenhouse gas emissions reporting
• Responsible investment – commitment to becoming a signatory of the United Nations Principles of Responsible 

Investment (“UNPRI”) in 2022
• Working collaboratively – continuing and enhancing our dialogue with tenants to achieve mutual ESG goals
• Meeting our legal obligations – Streamlined Energy & Carbon Reporting (“SECR”) and Taskforce for Climate Related 

Financial Disclosures (“TCFD”)

We comment on the link between our ESG Policies and our Investment Strategy within this report.

Governance of ESG matters
In 2021, we strengthened our existing governance of ESG matters by the creation of an ESG Committee. The Committee 
is chaired by the Company’s Chairman, Martin Moore, reflecting the importance we attribute to ESG. Other Committee 
members are Mike Brown and Ben Walford, both of whom are directors of and shareholders in the Investment Adviser. 
The ESG Committee, appointed by the Board, has access to expert advice where relevant and its principal 
responsibilities are to develop and monitor the Company’s ESG Policy, and to report on it to the Board.

The ESG Committee’s duties include:

• preparation for the Board’s approval at least annually of ESG policies to e�ectively manage the Group’s ESG risks 
and opportunities;

• development of appropriate KPIs or other appropriate targets and external benchmarks for recommendation to the 
Board, and monitoring and reporting on progress against them to the Board at least quarterly; and

• overseeing engagement with the Company’s key stakeholders on ESG matters.

The Committee chairman reports to the Board on Committee proceedings after each meeting.

The Committee annually reviews its report to shareholders on its activities, of which this is the inaugural report, for 
recommendation to the Board for inclusion in the annual report. The Committee’s most recent meeting was held in 
February 2022 and, including that meeting, it has met twice since its inception in September 2021.

ESG risk management
ESG risks are integrated into the Group’s risk management process and the Group risk register includes climate risk and 
risks from the transition to decarbonisation within one of the overarching risks faced by the business. The principal risks 
and uncertainties facing the business are reported on pages 37 to 43.

Material issues
With reference to the GRI principle of materiality, we consider that a meaningful ESG strategy is one that is evidence-
based and created with an understanding of the most material issues to our business and our stakeholders. We 
commissioned an independent specialist to carry out a materiality review in 2021. This review included a review of our 
shareholders’ priorities, our tenants’ priorities, relevant legislation and an assessment of peer companies in the UK real 
estate sector. The review was informed by best practice frameworks, including GRI, and conducted in conjunction with 
consideration of the United Nation’s Sustainable Development Goals (“UN SDGs”). The review identified the following 
UN SDGs as the most material for the Group:
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Sustainable Cities & Communities (Goal 11)
The Group’s investment properties provide social infrastructure for leisure, tourism and healthcare uses, generating 
employment and social value for communities.

Responsible Consumption & Production (Goal 12)
We work with our tenants to reduce the resources used in their operations, focused on energy, water and waste, and 
promote responsible fit out, refurbishment and development practices.

Climate Action (Goal 13)
We will be calculating, with actual data where possible, the Scope 1, 2 & 3 carbon emissions of the Group’s investment 
properties. We are also encouraging and, where possible, working with our tenants to reduce these emissions in line 
with a net zero carbon future in the UK.

The material ESG issues are reviewed at least annually to ensure they remain relevant for the Group and are adjusted in 
response to any significant change to the Group’s portfolio or operating environment.

ESG strategy
The Group’s ESG strategy is summarised in the ESG policy that is considered by the Committee as part of the 
performance of their duties and presented to the Board for approval at least annually.

Strategy Operating Context Outputs Value Created
Climate Action
We will be measuring our 
Scope 1, 2 & 3 carbon 
emissions in support of this 
goal and are working with 
our tenants to reduce these 
emissions in line with a net 
zero carbon future in the UK

Real estate is one of the 
biggest contributors to 
climate change worldwide 
and one of the largest 
consumers of scarce natural 
resources and land

• Memorandums of 
understanding to be put 
in place with tenants

• Measurement of Scope 
1, 2 and 3 emissions to be 
undertaken

• Climate risk an 
overarching theme in risk 
management

• EPC assessment across 
portfolio to be obtained

• Commitment to report 
to TCFD

• Commitment to align 
with UNPRI

Increased financial value 
from the long term 
resilience of our assets

Sustainable Cities & 
Communities
We contribute to Goal 11 
through the provision of 
social infrastructure for 
leisure, tourism and 
healthcare uses, that 
generate employment and 
social value for communities

 
 
Capital is allocated after 
taking into account an 
analysis of ESG factors

 

• Governance of diversity 
and inclusion

• Reporting on human rights 
& supply chain in the 
statement on modern 
slavery, data protection and 
health, safety and wellbeing

 
 
Stronger relationships with 
tenants, investors, the 
workforce and suppliers

Responsible Consumption & 
Production
We contribute to Goal 12 by 
working with our tenants to 
reduce the resources used in 
their operations, focusing on 
energy, water and waste and 
promoting responsible fit 
out, refurbishment and 
development practices

 
 
There may be a premium in 
the market for buildings that 
meet ESG expectations of 
buyers and occupiers

 

• Planned measurement of 
tenant energy, water and 
waste data

• “Green” lease clauses, 
principally formalising 
co-operation on ESG 
reporting

• Working with tenants to 
achieve alignment with 
future EPC regulations

 
 
Protection of the natural 
environment through 
improved environmental 
performance

 65 Secure Income REIT Plc Annual Report 2021

Strategic  
Report

Additional 
Information

Financial  
Statements

Strategic  
Report Governance

300



ESG strategy continued
The ESG strategy is integrated with the Group’s investment strategy to provide long term, secure, inflation protected 
income and capital returns from Key Operating Assets. As a result, we focus on realising commercial benefits and 
protecting value in our investments over the long term. For example, we are working to understand the energy 
e�ciency of the Group’s investment properties, knowledge of which will help in the evaluation of both emerging 
regulatory implications for the Company as a landlord, as well as emerging regulatory obligations for our tenants. 
These range from current and predicted Minimum Energy E�ciency Standards for buildings, through to the UK’s net 
zero carbon pathway, planned mandatory reporting of Taskforce for Climate-related Disclosures standards and the 
Streamlined Energy and Carbon Regulations.

We aim to achieve improvement in relation to ESG matters by working in collaboration with our stakeholders, primarily 
the Group’s tenants, to influence them as their support is important in achieving our ESG strategy. 

Best practice and responsible investment
We continue to embed and strengthen our approach to ESG through commitment to best practice and providing an 
objective validation of our overall approach. As well as reporting against the UN SDGs, we are in the process of further 
aligning with the UN PRI by the end of 2022, building on our existing compliance with its principles. We currently 
include ESG considerations in our investment decision making and due diligence process, including the EPC rating of 
specific assets and the overall strength of a prospective tenants’ approach to ESG and the extent to which it aligns 
with our own (UN PRI Principle 1). Similarly, we consider ourselves active owners of our investments and regularly 
engage and communicate with tenants and other stakeholders on ESG issues (UN PRI Principles 2 and 3).

With an understanding of the risks and opportunities that climate change presents to our business, we are committed 
to addressing the TCFD recommendations. Following the Board’s commitment to aligning with the TCFD framework, as 
disclosed in the 2020 Annual Report, we have made progress in the last 12 months against some of these 
recommendations, including:

• the continued inclusion of climate risk as one of two overarching themes in the Group’s overall risk 
management assessment;

• the Board having full oversight of climate related risk at the most senior level within the business, through the 
creation of the Company’s ESG Committee which is chaired by Martin Moore, Chairman of the Company; and

• commencement of work to compile the measurement of the Scope 1, 2 and 3 greenhouse gas emissions from 
the Group’s investment properties.

We are committed to continuing to report further in line with the recommendations of TCFD and to conduct a deeper 
assessment of the impact of climate change on our business for our stakeholders, ahead of planned mandatory climate 
risk reporting to be introduced in the UK from April 2022.

Environmental and wider ESG impact
Operational control of the vast majority of the Group’s assets, and therefore the vast majority of the impacts of our 
real estate including energy use, water use, resource use and waste, rests with our tenants as the Group’s investment 
properties are let on Full Repairing and Insuring terms. However, we are in many cases our tenants’ largest single 
landlord, or responsible for a significant proportion of their real estate portfolios, making us mutually significant 
stakeholders in each other’s businesses. For example, we are landlord of one third of Ramsay Health Care’s UK 
estate and two of Merlin Entertainment’s top three UK resort theme parks.
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The table below indicates the percentage of assets by Estimated Rental Value (“ERV”) where the tenants have full 
operational control:

Leisure Healthcare
Budget  
Hotels Total

Number of assets 25 12 123 160

Lettable floor area  The nature of the great majority of the Group’s assets 
is such that lettable area measured in square feet is 
not a relevant measure. As the assets are operational 
assets, lettable floor area is not monitored by the 
Board and so is not provided.

Percentage by ERV of indirectly managed assets  
(where tenants have operational control) 98.9% 100% 100% 99.5%

Average occupancy rate by ERV 99.9% 100% 100% 100%

Co-operating with our tenants is inherent in the Group’s business model of providing secure, high quality, long term 
returns. This approach is reciprocated by our tenants, who rely on us as owners of the real estate, which is essential for 
the delivery of their businesses, where barriers to entry are high and relocation is often unfeasible.

The deep rooted and enduring relationships we have with our tenants makes mutual co-operation and collaboration a 
necessity. Due to our long lease terms, the financial incentive for our tenants to improve the environmental performance 
of our assets is greater than in traditional landlord and tenant relationships, as our tenants will benefit for a much longer 
period from any improvements they make. This contrasts with the shorter leases and typically adversarial relationships 
which have historically been a barrier to progress in traditional landlord and tenant relationships in the UK real estate 
industry. The Company seeks to understand the downstream impact of its investments on climate change (UN SDG 13) 
and resource use (UN SDG 12).

Our influence as a critical stakeholder of our tenants, working with them to collectively address ESG matters for mutual 
benefit, is demonstrated by the following case study.

Case study - working collaboratively
The regear of Merlin’s theme park leases, extending the unexpired term from 20.5 years to 55.5 years announced in 
December 2021, included mutually agreed “green lease” clauses to improve the environmental performance of the 
assets, share data and co-operate on EPC ratings. These clauses help to solidify the strong joint working relationship 
which already existed between us and our tenants and contribute to each party achieving their ESG objectives.
Similar to the enhanced and formalised collaboration with Merlin, we are working towards entering into memorandums 
of understanding with our other key tenants to formalise the sharing of utility data and to cement the regular channels 
of communication with our tenants that already exist.

Tenants having operational control of our assets places a significant emphasis on understanding how they fulfil their ESG 
responsibilities when considering the long-lasting value of our investments. At least annually, we monitor all key tenants’ 
ESG activities and we work very closely with our tenants with a view to achieving the best outcomes for our respective 
businesses. The information that we obtain in working with them allows us to understand our tenants’ cumulative ESG 
impact, including from our assets. All of our major tenants have an ESG strategy or policy in place, which were used as an 
input in the materiality review that we conducted. There is a high degree of synergy between our and our tenants’ ESG 
strategies, with widespread reporting of greenhouse gas emissions (Merlin, Ramsay and Travelodge); carbon reduction 
targets (Merlin and Ramsay); alignment with UN SDGs (Ramsay) and recognition of the risk of climate change (Merlin). As 
it would not be right for the Company to disclose more about our tenants’ businesses than they themselves report 
publicly, we summarise below the key points from our major tenants’ publicly available statements.
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Contractual rent 
per annum

£m Summary Key commitments & achievements
Merlin  
Entertainments  
Limited

36.2 Merlin has a “Responsible Business” 
section on its website:  
www.MerlinEntertainments.Biz.  
This includes a “Corporate 
Responsibility” section in its annual 
reports and accounts on a range of 
ESG issues which are material to its 
business including: health, safety & 
security, people & communities, animal 
care & conservation, the environment 
and corporate governance. The 
company has an environmental policy.

• Use of 100% renewable electricity
• A commitment to comply with and, 

where appropriate and practicable, 
to exceed all relevant environmental 
legislation

• A carbon reduction target 
• A commitment to a circular 

economy and plastic use reduction
• Inclusion of climate change risk in 

risk management

Ramsay Health  
Care Limited

35.4 Ramsay has a specific “Sustainability” 
section on its website:  
www.RamsayHealth.com. This covers 
in detail their various governance 
policies and includes their Global 
Sustainability Policy and Supplier 
Code of Conduct Policy. Ramsay 
also publishes a sustainability impact 
report, available on its website.

• Completion of a materiality 
assessment

• Commitment to UN SDGs and UN 
Global Compact 

• 10% reduction in energy and 
greenhouse gas emissions intensity 
by 2026

• Gender balance targets at Board 
and Senior Executive level 

• Inclusion in the FTSE4Good Global 
Index 

• MSCI* ESG rating of AA

Travelodge Hotels 
Limited

30.3 Travelodge’s annual report and 
accounts include a section on 
“Sustainability” and focuses on material 
issues for its business including safety, 
information security, greenhouse gas 
emissions and social impact.

• Reporting on greenhouse gas 
emissions

• BREEAM rating for new hotels

ASM Global  
(parent entity  
of SMG)

4.1 ASM’s corporate responsibility 
statement is available on the “Our 
Story” section of its website:  
www.ASMGlobal.com. This includes an 
overview of their environmental policy.

Measurement of greenhouse gas 
emissions, water consumption and 
waste reduction.

The Brewery on  
Chiswell Street  
Limited

3.8 The Brewery’s corporate social 
responsibility statement is available on 
a dedicated section of its website: 
www.TheBrewery.co.uk.

Both the tenant and venue have 
achieved ISO20121 certification for 
sustainability in event management.

Major tenants 109.8 94% of Group contractual rent.

*  the reference to MSCI ESG Research LLC or its a�liates (“MSCI”), and the use of MSCI logos, trademarks, service 
marks or index names herein, does not constitute a sponsorship, endorsement, recommendation or promotion by 
MSCI. MSCI services and data are the property of MSCI or its information providers, and provided “as is” and without 
warranty. MSCI names and logos are trademarks or service marks of MSCI
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Social and governance
While we use our influence and positive relationships to deliver the most material environmental aspects of our ESG 
strategy with our tenants, the direct impacts of our business are focused on social and governance issues over which 
we have direct control and accountability. We are also working during the next 12 months to understand the social 
impacts that we are able to enable with our tenants, to better understand how our social impacts extend beyond the 
boundaries of our own business.

Diversity and inclusion
The Company’s diversity and inclusion policy appears on page 52 and the Nomination Committee reports on its 
approach to diversity and inclusion on page 78.

Human rights and supply chain integrity
The Company posts a statement on its responsibilities under the Modern Slavery Act 2015 on its website annually.

Health, safety and wellbeing 
The Board’s responsibility for the wellbeing of the workplace is set out in the Corporate Governance Report on page 51 
and the Remuneration Committee’s report on workplace engagement appears on page 75.

Signed on behalf of the ESG Committee on 9 March 2022.

Martin Moore
ESG Committee Chairman
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Role of the Audit Committee 
The Audit Committee’s primary responsibility is to monitor the integrity of the financial reporting of the Company and 
Group, covering the annual report and financial statements, the interim report and financial statements, and any other 
financial announcement made by the Company. The Committee reviews that information and reports to the Board on 
significant financial reporting issues, judgements and estimates, having regard to matters communicated to it by the 
external auditor and the Investment Adviser. In particular, the Committee reviews and challenges where necessary:

• the consistency of, and any changes to, accounting policies both from year to year and across the Group;
• the methods used to account for significant or unusual transactions where di�erent approaches are possible;
• whether the accounts for the Group and Company reflect appropriate accounting standards and appropriate 

estimates and judgements, taking into account the views of the external auditor;
• the clarity and completeness of disclosure in the Group’s and Company’s financial reports and the context in which 

statements are made; and
• all material information presented with the financial statements, such as the business review, the corporate 

governance statements and those reports relating to the audit and to risk management.

The Audit Committee reviews the content of the annual and interim reports and financial statements to advise the 
Board whether, taken as a whole, they are fair, balanced and understandable and provide the information necessary for 
shareholders to assess the Company’s performance, business model and strategy.

The other key responsibilities of the Audit Committee are:

• overseeing the relationship with the external auditor, including an assessment of auditor independence and the 
e�ectiveness of the audit;

• assessing the skills, experience and independence of the Group’s property valuers including meeting with them prior 
to the interim and annual results announcements to consider their work;

• at least annually, reviewing the Investment Adviser’s report on regulatory compliance and the Group’s risk register;
• reviewing the adequacy and e�ectiveness of the Company’s internal controls and risk management systems, 

including those of the Investment Adviser and its delegates as far as they are relevant to the Company; and
• reviewing the adequacy and security of the Company’s arrangements for any relevant party to raise concerns, in 

confidence, about possible wrongdoing in financial reporting, regulatory matters or other relevant matters (its 
whistleblowing policy).

In overseeing the relationship with the external auditor, the Committee considers and makes recommendations to the 
Board, to be put to shareholders for approval at the AGM, in relation to the appointment, reappointment or removal of 
the auditor. If an auditor resigns, the Committee is required to investigate the issues leading to that and to decide 
whether any action is required. The Committee also makes recommendations about the remuneration of the auditor, 
including fees for both audit and any non-audit services, ensuring that fees are appropriate to enable an e�ective and 
high quality audit to be conducted while remaining reasonably consistent with other comparable real estate companies. 
Where the auditor undertakes non-audit work, the Committee considers whether that work could be detrimental to the 
independence of the auditor. The Committee also approves the auditor’s terms of engagement, including the scope of 
the audit, and on an annual basis assesses their independence and objectivity, taking into account relevant UK 
professional and regulatory requirements and the relationship with the auditor as a whole, including the provision of any 
non-audit services to the Group and any services to the Investment Adviser and its associated undertakings.

Composition of the Audit Committee
Leslie Ferrar, Jonathan Lane and Ian Marcus, whose biographies are shown on pages 46 and 47, are the members of the 
Audit Committee and Leslie Ferrar is its Chairman. The Committee has assessed whether its members have the requisite 
skills to carry out their role and having regard to the experience and skills of the members believes that the composition 
of the Committee remains appropriate.

Meetings of the Audit Committee
The Audit Committee met twice in each of 2021 and 2020. In 2021, meetings were held at the conclusion of the 2020 
audit at the reporting stage and just prior to the 2021 interim results announcement, and both meetings were attended 
by all members of the Committee. The Audit Committee meetings are held far enough ahead of the Board meetings 
that any matters arising or further work required can be accommodated. The Committee met prior to the approval of 
these financial statements in March 2022 and all members attended the meeting. Each year, part of a meeting takes 
place without the Investment Adviser being present but with the auditor, to provide a forum to discuss any issues arising 
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relating to the Investment Adviser, the results of which are communicated to the Board. In addition to the meetings, the 
auditor provides the Committee with an audit planning document prior to the commencement of the audit work each 
year. Committee members also met with the Group’s independent external valuers prior to the finalisation of this report, 
the 2021 Interim Report and the 2020 Annual Report.

External audit
BDO LLP was appointed auditor of the Company on 10 August 2007. The audit partner is Richard Levy, who became 
Senior Statutory Auditor after the finalisation of the 2018 financial statements in March 2019. In order to maintain the 
independence of the audit, Richard Levy will step down as audit partner before 31 December 2024.

The Committee met formally with the auditor at each Committee meeting during the year. The Committee’s review of 
the findings of the audit with the auditor included:

• consideration of the level of audit materiality;
• a discussion of any major issues which arose during the audit;
• a review of the key accounting and audit judgements;
• confirmation of the levels of any potential adjustments identified during the audit;
• an assessment of the overall control environment; and
• an assessment of the e�ectiveness of the audit process.

The Committee has considered the performance, e�ectiveness and objectivity of the auditor through its regular 
meetings and communications with them, with a view to ensuring that a high quality audit is delivered at reasonable 
cost to the Company. Through its discussions with the audit team at various stages of the reporting cycle, through 
reviewing the presentations (including written reports) of the auditor to the Committee and through seeking the opinion 
of the Investment Adviser on the quality and e�ectiveness of the audit, the Audit Committee is able to assess the depth 
of the audit team’s understanding of the business and the risks that it faces, and to understand the scope and extent of 
the audit and the approach to audit testing. The Committee’s assessment is that the auditor has the necessary 
experience, independence and qualifications to deliver an e�ective audit, and that the audit team’s ability to challenge 
and review the decisions of the Investment Adviser and Board is su�cient and appropriate.

As the Committee has assessed that the performance of the auditor remains appropriate and that the fee levels 
represent a reasonable cost, and as independence is preserved through rotation of senior audit team members, there 
are no current plans for re-tendering the audit. The Committee recommends that shareholders vote in favour of the 
reappointment of the auditor and to agree their remuneration, which are proposed as ordinary resolutions (resolutions 
10 and 11) at the Company’s forthcoming AGM.

The Group’s policy for non-audit services during the year ensures compliance with the requirements of the Financial 
Reporting Council’s “Revised Ethical Standard 2020” applicable to public interest entities. Under that policy, non-audit 
services may only be carried out by the auditor if they are among the limited permitted services.

The total fees charged by the auditor to the Group during the year were £252,000 (2020: £319,000) as disclosed in 
note 7 to the financial statements. This total includes £36,500 (2020: £35,000) for non-audit work during the year, all of 
which relates to the review of the interim report and financial statements which is work that is typically performed by a 
company’s auditor. In the Committee’s view, the auditor was best placed to most e�ciently and cost-e�ectively carry 
out this non-audit service and the fees paid for this work are not considered a threat to auditor independence.

The Committee has also reviewed audit and any other fees payable to the auditor by the Investment Adviser and its 
associated undertakings and does not consider them to be at a level which is detrimental to the independence of 
the auditor.

Risk management and internal control
Since the approval of the 2020 Annual Report, the Audit Committee has twice updated its review of the Group’s risk 
register, which is maintained by the Investment Adviser subject to the supervision and oversight of the Committee. The 
Audit Committee also commissioned and reviewed a report on the Group’s internal control framework, prepared by the 
Investment Adviser, after which it was recommended for adoption by the Board. This Board memorandum is more fully 
described in the Corporate Governance Report on page 61. Taking into account those reviews, together with the 
Committee members’ knowledge of the business and their experience, the Committee has reviewed and approved any 
statements included in the annual report concerning internal controls and risk management.
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Audit Committee Report continued

Risk management and internal control continued
At the audit planning stage each year, the auditor presents to the Committee the proposed approach to the audit for 
the financial year including an assessment of risk areas and of materiality. In weighing up whether or not they are 
satisfied with the auditor’s proposed approach, the Audit Committee’s assessment includes any risk to the business 
arising from deficiencies in internal controls or failures to operate controls consistently and e�ectively.

Taking together the relative simplicity of the business and the reviews of the internal control and compliance framework 
conducted in the year, the Committee has concluded that it remains appropriate for the Company not to have an 
internal audit function. The external auditor is aware that there is no internal audit function.

The Audit Committee has reviewed the adequacy of the Company’s arrangements for any relevant party to raise 
concerns, in confidence, about possible wrongdoing in financial reporting, regulatory or other relevant matters. The 
Committee considers that these ‘whistleblowing’ arrangements allow confidential reporting, proportionate and 
independent investigation of any matters and appropriate follow up action. It has also reviewed the Company’s and 
Investment Adviser’s procedures for detecting fraud, for preventing bribery and corporate financial crime and for 
preservation of privacy through compliance with GDPR regulations and considers them all to be appropriate.

Significant matters and judgements relating to the financial statements
The significant matters and judgements that the Committee reviewed before recommending the financial statements to 
the Board for approval were as follows:

Investment property 
valuations

• Investment Adviser’s 
Report (page 11)

• Strategic Review risks 
and uncertainties 
(page 40)

• Note 11 to the Group 
financial statements

Investment properties make up the majority of the Group’s assets. Investment property 
valuations are inherently subjective, but the Group operates in mature and generally liquid 
property markets in the UK and Germany, jurisdictions with well developed valuation 
processes and methodologies.

The opinion of independent external valuers is obtained at each reporting date, using 
recognised valuation techniques and the principles of IFRS 13 “Fair Value Measurement”. 
The valuations at the balance sheet date were performed by CBRE Limited (91% of the 
portfolio by value) and Christie & Co (9% of the portfolio by value), each of whom the Audit 
Committee believes to be suitably independent, objective, competent and experienced to 
carry out the work. In weighing up the quality of the valuers’ work, the Audit Committee 
also has regard to the basis of fees charged by the valuers and confirms that all valuations 
are performed on a fixed fee basis.

Committee members attended meetings between the auditor and each of the valuers, which 
included detailed discussions of material fair value changes and a comparison of changes to 
relevant external sources and indices. The meetings also included a review of current conditions 
and recent, relevant transactions to provide a context for the valuations and to allow an 
assessment of the assumptions and judgements made by the valuers. The Committee’s 
intention is to continue to meet with the valuers to discuss their six-monthly valuations.

The Committee considers that the inputs provided by the Group to the valuers for the 
valuations adopted in the financial statements were accurately extracted from the Group’s 
financial and property reporting systems. The Committee also reviewed the level of 
disclosure in note 11 to the financial statements and considers that it meets the requirements 
of IFRS 13.

Revenue recognition 
relating to rent reviews

• Investment Adviser’s 
Report (page 16)

• Note 2b to the Group 
financial statements

An open market rent review on the Ramsay hospitals, e�ective May 2018, remains 
outstanding. Rents cannot decrease as a result of the review. The Group’s accounting policy 
is to include an estimate in the financial statements of how much, if any, additional revenue 
should be recognised from that review. The review is subject to a process run by an expert 
arbitrator who has not yet completed his assessment. Given the uncertainty about the 
amount of any uplift, the Committee considers that it is not appropriate to reflect any 
additional revenue in the 2021 financial statements as a result of the review. This is 
consistent with the independent external valuations of the relevant investment properties, 
which do not take account of any uplift.
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Going concern and 
viability statement

• Strategic Review 
(pages 44 and 45)

• Corporate Governance 
Report (page 61)

• Note 2b to the Group 
financial statements

The Board is required to consider whether the Group has adequate resources to continue in 
operational existence for the foreseeable future, which is considered to be at least 12 months 
from the date of approval of the annual report.

The Audit Committee has reviewed the Investment Adviser’s work on going concern, which 
included a report on the Group’s liquidity position, compliance with loan covenants and the 
financial strength of its tenants, together with forecasts of the Group’s cash flow, liquidity 
and debt covenant compliance over the period to at least 31 March 2022. The review 
included:

• the identification of sources of any material uncertainties facing the Group including the 
risks of tenant defaults or distress, the resulting impact on Group cash flows and debt 
covenants and remedial action that may be taken including the extent of the resources 
available to the Company to cure covenant breaches, each of which is summarised in the 
report on Principal Risks and Uncertainties in the Strategic Review on page 41; and

• stress tests, presented both on the basis of estimated reasonable ranges of outcomes 
(such as variations in investment property valuation yields, rental cash flows and 
exposure to any unexpected cash outflows), and reverse stress tests, where scenarios are 
presented to demonstrate the key inputs (principally rental flows and property valuation 
yields) that would be required to exhaust the Company’s liquidity bu�er to cure financial 
covenant breaches. An indication of the sensitivities to these stresses on the various debt 
covenants is disclosed in the Investment Adviser’s Report on pages 27 to 30.

The detailed scenarios are calculated by the Investment Adviser and presented to the 
Audit Committee for review, subject to challenge and debate as explained in the Corporate 
Governance Report on page 61. Once reviewed in detail by the Audit Committee, 
recommendations on the form and content of the going concern and viability statements 
are presented to the Board for review and, if found to be appropriate, approval. The 
approach to stress testing and reverse stress testing is explained in the Strategic Review 
on page 44.

Following its review of these scenarios and discussion of them with the Investment Adviser, 
the Board has concluded that the going concern basis remains appropriate. Key assumptions 
and conclusions reached are presented in the statement on going concern on page 44.

The Committee has also reviewed the work of the Investment Adviser to support the 
viability statement included in the Strategic Review, which included forecasts of the Group’s 
financial position over the period to 31 December 2026. These forecasts build on those used 
for the going concern review with substantially the same methodology, with enhanced 
analysis and stress testing of the longer term assumptions. In carrying out this review, the 
Committee considered the risks and assumptions relevant to those forecasts, together with 
various sensitivity scenarios and has presented its review and recommendations to the 
Board for consideration. The key uncertainties relevant to this longer review period are set 
out in the viability statement on page 45. The Board has concluded that there is a 
reasonable expectation that the Group will be able to continue in business over the five year 
period of the assessment.

In all areas where judgement has been exercised in the presentation of the financial statements, the Audit Committee 
and Board have had regard to the actual or potential financial impact of climate change and associated decarbonisation 
transition risks, having taken into account the report of the ESG Committee.

Signed on behalf of the Audit Committee on 9 March 2022.

Leslie Ferrar
Audit Committee Chairman
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Role of the Remuneration Committee
The main responsibilities of the Remuneration Committee, which apply as necessary to the Company, its subsidiary 
undertakings and the Group as a whole, are:

• to determine and agree with the Board the framework or policy for any changes to the Investment Advisory 
Agreement, which is the contract which sets out the terms of appointment of the Investment Adviser; and

• to set the remuneration policy for the Company’s Chairman.

The Committee operates under written terms of reference. Only members of the Committee have the right to attend 
Committee meetings but other individuals such as the Company Secretary and external advisers may be invited to 
attend all or part of any meeting as and when appropriate or necessary. The Committee meets at least once a year and 
otherwise as required, and the Committee chairman attends the AGM (save in circumstances where this is not possible, 
such as during the Covid-19 restrictions in force at the time of the AGM held in 2020) to answer any shareholder 
questions about the Committee’s activities.

The Board determines the remuneration of the Directors within the £300,000 limit on aggregate annual fees set out in 
the Articles of Association, subject to that amount being varied by way of an ordinary resolution of shareholders. In 
determining remuneration policy, the Remuneration Committee takes into account all factors which it deems relevant, 
including the Company’s strategy and the risk environment in which it operates, legal and regulatory requirements and 
the provisions and recommendations of the UK Corporate Governance Code. The objective is to attract, retain and 
motivate management of the quality required to run the Group successfully without paying more than is necessary, with 
a view to implementing policies that encourage alignment of the Management Team with the Company’s long term 
strategic goals. In doing so the Committee has regard to the views of shareholders and other stakeholders and takes 
into account the risk appetite of the Company.

To obtain reliable, up to date information about remuneration in other companies of comparable scale and complexity, 
the Remuneration Committee may appoint remuneration consultants and commission or purchase any reports, surveys 
or information which it deems necessary, at the expense of the Company but within any budgetary constraints imposed 
by the Board.

Composition of the Remuneration Committee
The Remuneration Committee comprises Ian Marcus, Leslie Ferrar and Martin Moore, whose biographies are shown on 
pages 46 and 47, and is chaired by Ian Marcus. All members of the Committee are Independent Directors.

Meetings of the Remuneration Committee
The Remuneration Committee met once during the year in March 2021 in connection with the approval of the 2020 
Annual Report and has met once to date in 2022. Each meeting was attended by all members of the Committee.

Compliance with the provisions of the UK Corporate Governance Code
In reviewing the terms of the Investment Advisory Agreement (material terms of which are summarised in note 25a to 
the financial statements), the Committee has considered the extent to which the outcome for shareholders and 
management is consistent with the provisions of the UK Corporate Governance Code. 

• Clarity and transparency is achieved by way of the structure of the fee provisions which compensate the executive 
through the advisory fee to cover all overheads and running costs relating to the Group, and which provides strong 
shareholder alignment through the potential to earn further shares in the Company by way of incentive fees.

• The structure of and rationale behind the Investment Adviser’s fees are designed to be simple and not to require 
subjectivity or discretion in their calculation and are explained in note 25 to the financial statements.

• From a risk management perspective, the Committee has been careful to ensure that the target for any incentive fee 
is well aligned with the interests of shareholders and not subject to undue influence or manipulation by the 
Investment Adviser. The advisory fee can go down as well as up, with the Management Team’s remuneration linked 
directly to the performance of the Company, as evidenced by the reduction in advisory fee in 2020 following the 
reduction in the Group’s net asset value during that year. The Investment Advisory Agreement can be terminated 
with no compensation in the event that the Investment Adviser fails to meet its material obligations.

• Given the simple arithmetic underlying the fee calculations, the range of potential outcomes is straightforward to 
calculate and not subject to discretion. While the Code recommends oversight of the level of reward to individual 
team members, this is not appropriate in the case of an externally managed structure where the Independent 
Directors do not control the workforce.
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• Poor performance is not rewarded. Total Accounting Return is considered to be an appropriate measure of 
performance as the basis for calculating any incentive fees and the incentive fee has been designed to first deliver 
appropriate priority returns to shareholders and then to ensure that cumulative performance is taken into account in 
calculating any share awards through the mechanism of the high water mark, where performance must always 
exceed the level at which an incentive fee was last earned, plus 10% per annum. In this way, a decline in the Group’s 
net asset value does not rebase the management incentives or reward poor performance and the deficit of any 
decline in returns in any year must be made good before incentive fees are earned again.

• The fee package is considered to be well aligned to the overall purpose, values and strategy of the Company by way 
of the focus on delivery of Total Accounting Return above a benchmark level and, subject to the high water mark 
mechanism, by always prioritising shareholder returns before any incentive fee is paid, and by paying any such fee in 
shares that are restricted from sale (save in limited circumstances) and only released from restriction on a phased 
basis between 18 and 42 months.

The Board’s ESG policy has a bearing on these areas of compliance with the Code. The Committee considers that the 
Investment Adviser’s ability to ensure that the Group’s property portfolio aligns with good practice in terms of 
environmental regulation and reporting, in particular, will ultimately manifest itself in the valuation of those assets. As 
the Investment Adviser’s fee is linked to Net Asset Value, the Committee considers that this mechanism aligns the 
Management Team with the delivery of the ESG Policy along with the wider Group strategy. However, when the terms of 
the agreement are next reviewed, the Committee will monitor the extent to which it would be appropriate to link 
remuneration to achievement of ESG goals.

The Committee has sought and received confirmation from the Investment Adviser that it complies with all governance 
requirements relevant to it.

Management contract term and fee arrangements
There were no changes to the Investment Advisory Agreement during the year. Material terms of the agreement are 
summarised in note 25a to the financial statements.

The Board has agreed that the next independent benchmarking of the Investment Advisory Agreement will, as 
recommended by the Committee, be commissioned by December 2022 and the Committee will report on the results of 
that review in the 2022 Annual Report.

Workforce engagement
The Committee is responsible for ensuring that engagement between the Independent Directors and the employees of 
the Investment Adviser and its associated service provider (together “Prestbury”) is appropriate and that the workplace 
culture of Prestbury is aligned with the values of the Company and appropriate for the delivery of the Company’s 
strategy. Ian Marcus has specific responsibility for workforce engagement and makes himself available to any member 
of the workforce who wishes to provide feedback.
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Remuneration Committee Report continued

Directors’ fees
The Independent Directors receive fixed fees for their services. The Directors connected to Prestbury share, with the 
other members of the Prestbury team, in the advisory fees (out of which they first meet the majority of the Group’s 
overheads) and any incentive fees paid by the Company. They do not receive any Directors’ fees or other remuneration 
from the Company. The advisory and incentive fees are calculated in accordance with the Investment Advisory 
Agreement and are disclosed in notes 25b and 25c to the Group financial statements.

The remuneration of the Chairman was externally benchmarked at the time of the Company’s listing in June 2014 and 
again in 2018. The Chairman’s remuneration has remained unchanged at £75,000 per annum since listing. The Directors’ 
remuneration for the year, all of which represents fees for services provided, was last reviewed in 2018. The Independent 
Directors’ fees will be independently benchmarked by December 2022 and the results of that review will be reported on 
in the 2022 Annual Report. The Committee also expects to receive relevant feedback about market rates for the 
Independent Directors’ roles through the Board succession programme being overseen by the Nomination Committee 
and commented on within its report.

Year to
31 December

2021
£000

Year to
31 December

2020
£000

Martin Moore (Chairman of the Company and the ESG Committee) 75 75
Mike Brown – –
Leslie Ferrar (Chairman of the Audit Committee) 45 45
Sandy Gumm – –
Jonathan Lane (Chairman of the Nomination Committee) 40 40
Nick Leslau – –
Ian Marcus (Chairman of the Remuneration Committee and Senior Independent Director) 40 40

Total 200 200

Signed on behalf of the Remuneration Committee on 9 March 2022.

Ian Marcus
Remuneration Committee Chairman
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Nomination Committee Report

Role and responsibilities of the Nomination Committee
The Board as a whole is responsible for ensuring adequate succession planning so as to maintain an appropriate 
balance of skills on the Board. Any changes to the structure, size and composition of the Board may be made following 
recommendations from the Nomination Committee.

The Committee operates under written terms of reference. Only members of the Committee have the right to attend 
meetings of the Committee but other individuals such as the Company Secretary and external advisers may be invited 
to attend all or part of any meeting as and when appropriate or necessary. The Committee meets at least once a year 
and otherwise as required, and the Committee chairman attends the AGM (save in circumstances where this is not 
possible, such as during the Covid-19 restrictions in force at the time of the AGM held in 2020) to answer any 
shareholder questions about the Committee’s activities.

The responsibilities of the Nomination Committee are:

• to regularly review the structure, size and composition (including the skills, knowledge, experience and diversity) of 
the Board and make recommendations to the Board with regard to any changes;

• to give full consideration to succession planning for Directors and the Investment Adviser in the course of its work, 
taking into account the challenges and opportunities facing the Company, and the skills and expertise expected to be 
needed on the Board in the future;

• to keep under review the leadership needs of the Group, with a view to ensuring the continued ability of the Group to 
compete e�ectively;

• to keep up to date and fully informed about strategic issues and commercial changes a�ecting the Group and the 
market in which it operates; and

• to be responsible for identifying and nominating for Board approval candidates considered appropriately qualified to 
fill Board vacancies.

Before any appointment is made by the Board, the Nomination Committee is required to evaluate the balance of skills, 
knowledge, experience and diversity on the Board and, in the light of this evaluation, prepare a description of the role 
and capabilities required for a particular appointment. In identifying suitable candidates the Committee shall consider 
whether it is appropriate to use open advertising or the services of external advisers to facilitate the search; consider 
candidates from a wide range of backgrounds assuming such candidates put themselves forward; and consider 
candidates on merit, against objective criteria and with due regard for the benefits of diversity on the Board, in all cases 
taking care that appointees have enough time available to devote to the position. Additional requirements apply for the 
appointment of the Chairman, including the preparation of a job specification.

The Committee is required to make recommendations to the Board concerning:

• plans for succession for Directors, in particular for the key role of Chairman, and for the Investment Adviser;
• suitable candidates for the role of Senior Independent Director;
• membership of the Audit and Remuneration Committees and any other Board committees as appropriate, in 

consultation with the chairmen of those committees;
• the reappointment of any Director at the conclusion of their specified term of o�ce, having given due regard to their 

performance and ability to continue to contribute to the Board in the light of knowledge, skills and experience 
required;

• the re-election by shareholders of Directors under the annual re-election provisions of the UK Corporate Governance 
Code, having due regard to their performance and ability to continue to contribute to the Board in the light of the 
knowledge, skills and experience required and the need for progressive refreshing of the Board, particularly in 
relation to Directors being re-elected for a term beyond six years;

• any matters relating to the continuation in o�ce of any Director at any time; and
• the appointment of any person as a Director.

Composition of the Nomination Committee
Since the Company’s listing, the Nomination Committee comprised Jonathan Lane (chairman of the Committee), Nick 
Leslau and Mike Brown. Leslie Ferrar was appointed to the Committee in May 2021 ahead of the commencement of the 
Board succession programme. Biographies of the members of the Committee are shown on pages 46 and 47. Jonathan 
Lane and Leslie Ferrar are independent of the Investment Adviser, while Nick Leslau and Mike Brown are Chairman and 
Chief Executive, respectively, of the Investment Adviser.
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Report on the Committee’s Activities
The Committee met in March 2021 ahead of the approval of the 2020 report and accounts and held one further formal 
meeting in 2021 specifically to deal with succession planning well in advance of the planned retirement of the existing 
Independent Directors from the Board over the coming year. The Committee has met once in the year to date, in March 
2022. All meetings were attended by all members of the Committee. In addition to the formal meetings, the Committee 
members have met frequently to deal with certain aspects of the succession planning programme. 

Commitment
A review by the Committee has established that all Directors are able to allocate su�cient time to the Company to 
discharge their responsibilities e�ectively. All Directors were advised prior to their appointment of the expected time 
required to fulfil their roles and each Director has confirmed that they remain able to commit the time required to 
discharge their duties. Any material change in a Director’s commitments outside the Company are required to be, and 
where relevant have been, disclosed to the Chairman of the Company prior to the acceptance of any such appointment. 
Material commitments of the Directors are shown in their biographies on pages 46 and 47.

Development
The Chairman is responsible for ensuring that any ongoing training and development needs of the Directors that are 
relevant for their role in the Company are met. All Directors were appointed at the time of the Company’s listing and the 
listing process included an appropriate induction for all Directors. The remit of the Nomination Committee includes 
monitoring the skills and knowledge of the Directors and identifying whether necessary further support is provided. 
There are no training or development activities conducted in the year that are considered material to report.

Evaluation
The Nomination Committee reviews the composition of the Board and performance relating to attendance, appropriate 
skills and adequacy of time devoted to Board duties.

In performing these reviews, the Committee has taken account of any feedback provided by shareholders, including 
through the Company’s Nominated Adviser and Broker. No concerns about any Director or member of the Management 
Team (individually or collectively) have been raised in the year by external stakeholders. During the year the Committee 
conducted a review of the balance of skills on the Board in the context of the risks identified in the Group’s risk register 
and confirmed that the balance of skills, knowledge, experience and diversity on the Board is appropriate to the Group, 
its operations and the risks that it faces.

Diversity and inclusion policy
The Company’s diversity and inclusion policy is set out in the Corporate Governance Report on page 52. The 
Committee has sought and obtained confirmation from the Investment Adviser that its diversity and inclusion policy 
aligns with that of the Company and has been applied throughout the year.

The Committee has considered the need for diversity on the Board and confirms that it will be seeking to achieve a 
balance of ethnicity by conducting the search for replacement directors as part of the Board succession plan (explained 
further below) amongst a broad pool of candidates. Given the current requirements of the business, the Committee 
does not consider that an earlier, additional Board appointment is in the best interests of shareholders at this time and 
that the matter is best addressed when vacancies next arise.

Nomination Committee Report continued
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Succession planning
All Directors have served since May 2014 and all have expressed a willingness and ability to continue in o�ce. The 
Investment Adviser is appointed under a contract which expires in December 2025 and which is further commented on 
in the Remuneration Committee Report on page 75.

In conducting the annual review of the size, structure and composition of the Board, the Committee has also had regard to 
the likely future needs of the Company including the terms of service for Directors recommended by the Code. The Board 
has identified a range of key skills required for the e�ective delivery of the Company’s strategy and the management of 
risks and has set out in a matrix on page 55 in the Corporate Governance Report how those skills are currently balanced 
amongst the Directors. In filling the vacancies that will arise on the Board, the Committee will have regard to maintaining 
the required balance of skills in a way that meets the needs of the business. This does not necessarily mean replicating the 
current matrix of skills but the objective will be to achieve an appropriate balance among the various Board members, 
appropriate to the strategy of the Group and the risk environment in which it operates. 

The Committee has commenced the process of planning for the recruitment of four Independent Directors to replace 
the current Independent Directors who are all due to retire from the Board by May 2023, consistent with good 
corporate governance practice. The process commenced with consultation with the Company’s Nominated Adviser in 
April 2021; a competitive process to select appropriately qualified search consultants was conducted in December 2021; 
and, following Board approval, Heidrick & Struggles was appointed in January 2022 and commenced their search in 
February 2022. 

The search consultants’ mandate includes having full regard to the Company’s diversity and inclusion policy and to 
finding suitable candidates to provide an appropriate balance of skills and experience. Heidrick & Struggles is an 
accredited search firm under the FTSE Women Leaders Enhanced Code of Conduct and is a signatory to Change the 
Race Ratio. A job specification has been prepared for each role and the selection process involves input from current 
Board members including the Prestbury Directors and the wider Management Team. The search and selection process 
has commenced with the Chairman and Audit Committee Chairman roles being prioritised initially. The first long lists are 
to be presented in late March 2022, with the process expected to continue to run throughout the year and potentially 
into 2023 before all four roles are filled. Announcements will be made as and when appointments are confirmed.

In order to assist with a smooth transition between Directors and between committee chair roles, we envisage that new 
appointments will be made on a staged basis over the next year with an expectation that incoming and outgoing 
Directors will overlap for up to six months to allow su�cient time for appropriate induction and handover for each role.

The Committee does not consider there to be any requirement for Investment Adviser succession at this time.

Signed on behalf of the Nomination Committee on 9 March 2022.

Jonathan Lane
Nomination Committee Chairman
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Directors’ Report

The Directors present their report together with the audited financial statements for the year ended 31 December 2021. 
The Corporate Governance Report on pages 50 to 63 forms part of this Directors’ Report.

Directors
All Directors are non-executive directors and their biographies are set out pages 46 and 47. Details of the fees paid to 
Directors in the year are set out in the Remuneration Committee Report on page 76.

All Directors are standing for re-election at the AGM. Their biographies and a summary of their skills and experience is 
included in the notes to the AGM on pages 146 and 147.

The Company maintains £15 million of Directors’ and O�cers’ Liability insurance cover for the benefit of the Directors, 
which was in place throughout the year and which continues in e�ect at the date of this report.

The beneficial interests of the Directors and their families in the ordinary shares of the Company as at 31 December 2021 
and at the date of this report were as follows:

Number of 
shares

Percentage of 
issued share 

capital

Nick Leslau1, 2 18,342,009 5.68%
Mike Brown2 1,183,580 0.37%
Sandy Gumm2 192,574 0.06%
Martin Moore 127,226 0.04%
Ian Marcus 95,875 0.03%
Jonathan Lane 57,471 0.02%
Leslie Ferrar 26,286 0.01%

1  comprising 16,850,300 shares held by an entity in which he has a 95% indirect interest and 1,491,709 shares held in a 
company which he wholly owns

2  in addition to these amounts, as at 31 December 2021, 1,184,551 shares, representing 0.37% of the issued share capital, 
were owned by Prestbury Investment Partners Limited, the Investment Adviser to the Group, and 19,262,042 shares, 
representing 5.94% of the issued share capital, were owned by Prestbury Incentives Limited. Nick Leslau, Mike Brown 
and Sandy Gumm are shareholders in and directors of both Prestbury Investment Partners Limited and the 
immediate parent undertaking of Prestbury Incentives Limited.

Dividends paid on the shareholdings above are disclosed in note 25e to the financial statements.

Significant shareholdings
As at 9 March 2022 the Directors have been notified that the following shareholders have a disclosable interest of 3% or 
more in the ordinary shares of the Company:

Number of 
shares

Percentage of 
issued share 

capital

Artemis Fund Managers Limited 58,689,282 18.1%
Aegon NV 25,191,124 7.8%
Prestbury Incentives Limited* 19,262,042 5.9%
PIHL Property LLP* 16,850,300 5.2%
Dominic Silvester 12,527,087 3.9%
Investec Wealth & Investment Limited 12,516,310 3.9%

*  entities associated with the Management Team, with interests totalling 11.1%. A further 1.3% is held separately by 
Management Team members, bringing the total Management Team interest to 12.4%

Emissions and energy consumption
The Company and Group are externally managed and have no premises. The Group therefore had no direct energy 
consumption to report during the current and prior years. Almost all energy consumption on the Group’s portfolio of 
investment properties is incurred directly by tenants or recharged to them, so the Group is considered to be a low 
energy user and is therefore not required to make any disclosures under the Streamlined Energy and Carbon 
Reporting Framework.
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Political contributions
The Group made no political contributions during the current or prior year.

Other disclosures
Disclosures of financial risk management objectives and policies and exposure to financial risks are included in note 17c 
to the financial statements. An indication of likely future developments in the business is set out in the Strategic Report 
and disclosure of post balance sheet events is included in note 26 to the financial statements.

Statement of Directors’ responsibilities
The Directors are responsible for preparing the annual report and the financial statements in accordance with 
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial period. Under that law the 
Directors have elected to prepare the Group financial statements in accordance with UK-adopted International 
Accounting Standards, and the Company financial statements in accordance with applicable law and United Kingdom 
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting 
Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland. Under company law the 
Directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the 
state of a�airs of the Group and Company and of the profit or loss of the Group for that period. The Directors are also 
required to prepare financial statements in accordance with the rules of the London Stock Exchange for companies 
trading securities on AIM.

In preparing these financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;
• make judgements and accounting estimates that are reasonable and prudent;
• state whether applicable accounting standards have been followed, subject to any material departures disclosed and 

explained in the financial statements; and
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company 

and Group will continue in business.

The Directors are responsible for keeping adequate accounting records that are su�cient to show and explain the 
Company’s transactions, disclose with reasonable accuracy at any time the financial position of the Company and 
enable them to ensure that the financial statements comply with the requirements of the Companies Act 2006. They 
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the 
prevention and detection of fraud and other irregularities.

The Company is required to make the annual report and financial statements available on a website. The Company’s 
website address is www.SecureIncomeREIT.co.uk. Financial statements are published on the Company’s website in 
accordance with legislation in the United Kingdom governing the preparation and dissemination of financial statements, 
which may vary from such legislation in other jurisdictions. The maintenance and integrity of the Company’s website is 
the responsibility of the Directors. The Directors’ responsibility also extends to the ongoing integrity of the financial 
statements contained therein.

Disclosure of information to auditor
All of the Directors have taken all the steps that they ought to have taken to make themselves aware of any information 
needed by the auditor for the purposes of the audit and to establish that the auditor is aware of that information. The 
Directors are not aware of any relevant audit information of which the auditor is unaware.

Auditor
A resolution to reappoint BDO LLP as auditor to the Company will be proposed at the AGM.

Signed by order of the Board on 9 March 2022.

Sandy Gumm
Company Secretary
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Independent Auditor’s Report to the  
Members of Secure Income REIT Plc 

Opinion
In our opinion:

• the financial statements give a true and fair view of the state of the Group’s and of the Parent Company’s a�airs as at 
31 December 2021 and of the Group’s profit for the year then ended;

• the Group financial statements have been properly prepared in accordance with UK adopted international 
accounting standards;

• the Parent Company financial statements have been properly prepared in accordance with United Kingdom 
Generally Accepted Accounting Practice; and

• the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Secure Income REIT Plc (the “Parent Company”) and its subsidiaries 
(together, the “Group”) for the year ended 31 December 2021 which comprise the Group Income Statement, the Group 
Statement of Other Comprehensive Income, the Group and Company Statements of Changes in Equity, the Group and 
Company Balance Sheets, the Group Cash Flow Statement and notes to the Group and Company financial statements, 
including a summary of significant accounting policies.

The financial reporting framework that has been applied in the preparation of the Group financial statements is 
applicable law and UK adopted international accounting standards. The financial reporting framework that has been 
applied in the preparation of the Parent Company financial statements is applicable law and United Kingdom 
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting 
Standard 102 The Financial Reporting Standard in the United Kingdom and Republic of Ireland.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. 
Our responsibilities under those standards are further described in the auditor’s responsibilities for the audit of the 
financial statements section of our report. We believe that the audit evidence we have obtained is su�cient and 
appropriate to provide a basis for our opinion.

Independence
We remain independent of the Group and the Parent Company in accordance with the ethical requirements that are 
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to listed 
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting 
in the preparation of the financial statements is appropriate. Our evaluation of the Directors’ assessment of the Group 
and the Parent Company’s ability to continue to adopt the going concern basis of accounting included:

• assessment of the appropriateness and accuracy of cash flow forecasts by reference to current cash reserves, available 
finance, contractual rental income, debt service cost obligations and other committed or expected cash flows.

• evaluation of the Group’s ability to successfully refinance any debt facilities falling due within the going concern period.
• evaluation of the Directors’ assessment as to the ability of each material tenant to satisfy its contractual rent obligations, 

with particular focus on the actual and potential impact of the Covid-19 pandemic on those tenants’ businesses.
• evaluation of the sensitivity analyses and stress tests performed in relation to the Group’s liquidity and loan 

covenant compliance.
• assessment of the identified options that would be available to mitigate the impact of any future non-payment of rent 

on the Group and Parent Company’s liquidity and the Group’s ability to continue to operate within its loan covenants.
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Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions 
that, individually or collectively, may cast significant doubt on the Group’s or Parent Company’s ability to continue as a 
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

In relation to the Parent Company’s reporting on how it has applied the UK Corporate Governance Code, we have 
nothing material to add or draw attention to in relation to the Directors’ statement in the financial statements about 
whether the Directors consider it appropriate to adopt the going concern basis of accounting.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant 
sections of this report.

Overview

Coverage 100% (2020: 100%) of Group revenue
100% (2020: 100%) of Group profit before tax
100% (2020: 100%) of Group total assets

Key audit matters (“KAMs”) 2021 2020

Valuation of investment property
Revenue recognition – lease amendments n/a

Revenue recognition – lease amendments is no longer considered a KAM as the key 
judgements and considerations relating to these amendments were concluded in the 
prior year.

Materiality Group financial statements as a whole
£22.5m (2020: £20m) based on 1% (2020: 1%) of total assets

An overview of the scope of our audit
Our audit of the Group was scoped by obtaining an understanding of the Group and its environment, including the 
Group’s system of internal control, applicable legal and regulatory framework and the industry in which it operates, and 
assessing the risks of material misstatement at the Group level. We also addressed the risk of management override of 
internal controls, including assessing whether there was evidence of bias by the Directors that may have represented a 
risk of material misstatement.

The Group operates in one segment, investment property, structured through a number of subsidiary entities and 
therefore we treated the Group as one significant component. The Group audit engagement team performed all the 
work necessary to issue the Group and Parent Company audit opinion, including undertaking all of the audit work on 
the risks of material misstatement identified in the key audit matters section below.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the 
financial statements of the current period and include the most significant assessed risks of material misstatement 
(whether or not due to fraud) that we identified, including those which had the greatest e�ect on: the overall audit 
strategy, the allocation of resources in the audit; and directing the e�orts of the engagement team. These matters were 
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we 
do not provide a separate opinion on these matters.
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Key audit matter How we addressed the key audit matter in the audit
Valuation of investment properties
As detailed in note 11, the 
Group owns a portfolio of 
investment properties 
which are carried at their 
fair value.

The Group’s accounting 
policy for these properties 
is described in note 2d.

The key judgements and 
estimates in arriving at the 
fair values are set out in 
notes 2b and 11.

The determination of the 
fair value of investment 
properties is a key area of 
estimation.

The Group engaged 
independent external 
valuers to undertake the 
valuation of its investment 
property portfolio.

The valuation of the Group’s 
investment properties 
requires significant 
judgements to be made by 
the valuers. Any input 
inaccuracies, unreasonable 
valuation judgements or 
management bias could 
result in a material 
misstatement of the 
Group’s income statement 
and balance sheet.

The valuation of investment 
properties was therefore 
considered to be a key 
audit matter.

Our audit work included, but was not restricted to, the 
following:

Experience of the valuer and relevance of its work
• We assessed the competence, qualifications, 

independence and objectivity of the external valuers 
engaged by the Group and reviewed the terms of their 
engagement for any unusual arrangements or evidence 
of management bias therein or limitations in the scope 
of their work.

• Real estate experts within our team read the valuation 
reports and confirmed that all valuations had been 
prepared in accordance with applicable valuation 
guidelines and were therefore appropriate for 
determining the carrying value in the Group’s financial 
statements.

Data provided to the valuer
• We tested, on a portfolio basis, the accuracy of the key 

observable valuation inputs supplied to and used by 
the external valuers. This primarily involved agreeing 
that the passing rental income and lease terms were 
consistent with the information that we had audited.

Assumptions and estimates used by the valuer
• We developed yield expectations for each property 

using available independent industry data, reports and 
details of relevant comparable transactions in the 
market around the year end date.

• We compared the key valuation assumptions against 
our independently formed market expectations and 
challenged the external valuers where significant 
variances from these expectations were identified. We 
corroborated their responses to supporting 
documentation where appropriate. The key valuation 
assumptions were the market capitalisation rates, which 
we evaluated by reference to market data based on the 
location and specifics of each property.

• Real estate experts within our team met with the 
Group’s external valuers to discuss and challenge the 
valuation methodology and key assumptions and 
considered if there were any indicators of undue 
management influence on the valuations.

Related disclosures in the financial statements
• We reviewed the appropriateness of the Group’s 

disclosures within the financial statements in relation to 
valuation methodology, key valuation assumptions and 
valuation sensitivity.

Key observations
We did not identify any indicators to suggest that the 
valuation of the Group’s investment properties is 
inappropriate.

Independent Auditor’s Report to the  
Members of Secure Income REIT Plc continued
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Our application of materiality
We apply the concept of materiality both in planning and performing our audit, and in evaluating the e�ect of 
misstatements. We consider materiality to be the magnitude by which misstatements, including omissions, could 
influence the economic decisions of reasonable users that are taken on the basis of the financial statements.

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality, we use a 
lower materiality level, performance materiality, to determine the extent of testing needed. Importantly, misstatements 
below these levels will not necessarily be evaluated as immaterial as we also take account of the nature of identified 
misstatements, and the particular circumstances of their occurrence, when evaluating their e�ect on the financial 
statements as a whole.

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

Group financial statements Parent Company financial statements

2021 2020 2021 2020

Materiality £22.5 million £20.0 million £8.5 million £8.8 million

Basis for determining materiality Materiality for the Group and Parent Company’s financial statements was 
set at 1% of total assets (2020: 1%).

Rationale for benchmark applied Total assets was selected as the benchmark for determining materiality 
since we consider it to be one of the principal considerations for the users of 
the financial statements in assessing the financial performance of the Group 
and Parent Company.

Performance materiality 
(% of materiality) 75% 75% 75% 75%

Basis for determining materiality On the basis of our risk assessment, together with our assessment of the 
Group’s overall control environment, our judgement was that overall 
performance materiality for the Group should be 75% (2020: 75%) of 
materiality.

Specific materiality
We also determined that for the Group’s Adjusted EPRA earnings, a misstatement of less than materiality for the 
financial statements as a whole, specific materiality, could influence the economic decisions of users. As a result, we 
determined materiality of £1.7 million (2020: £1.7 million), based on 5% (2020: 5%) of Adjusted EPRA earnings, to apply 
to those classes of transactions and balances which impact the calculation of those earnings. We further applied a 
performance materiality level of 75% (2020: 75%) of specific materiality to ensure that the risk of errors exceeding 
specific materiality was appropriately mitigated.

Reporting threshold
We agreed with the Audit Committee that we would report to them any individual audit di�erences in excess of 
£75,000 (2020: £75,000). We also agreed to report di�erences below this threshold that, in our view, warranted 
reporting on qualitative grounds.
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Other information
The Directors are responsible for the other information. The other information comprises the information included in the 
annual report other than the financial statements and our auditor’s report thereon. Our opinion on the financial 
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we 
do not express any form of assurance conclusion thereon. Our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material 
inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a material 
misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there 
is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Corporate governance statement
As the Group has voluntarily adopted the UK Corporate Governance Code 2018 we are required to review the Directors’ 
statement in relation to going concern, longer term viability and that part of the Corporate Governance Statement 
relating to the Parent Company’s compliance with the provisions of the UK Corporate Governance Statement specified 
for our review.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the 
Corporate Governance Statement is materially consistent with the financial statements or our knowledge obtained 
during the audit.

Going concern and 
longer term viability

• The Directors’ statement with regards the appropriateness of adopting the going concern 
basis of accounting and any material uncertainties identified (set out on page 44); and

• The Directors’ explanation as to their assessment of the entity’s prospects, the period this 
assessment covers and why they believe this period is appropriate (set out on page 45).

Other Code provisions • Directors’ statement on fair, balanced and understandable set out on page 61; 
• The Board’s confirmation that it has carried out a robust assessment of the emerging and 

principal risks (set out on page 61); 
• The section of the annual report that describes the review of e�ectiveness of risk 

management and internal control systems (set out on page 61); and
• The section describing the work of the Audit Committee (set out on page 61).

Independent Auditor’s Report to the  
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Other Companies Act 2006 reporting
Based on the responsibilities described below and our work performed during the course of the audit, we are required 
by the Companies Act 2006 and ISAs (UK) to report on certain opinions and matters as described below.

Strategic Report and 
Directors’ Report 

In our opinion, based on the work undertaken in the course of the audit:

• the information given in the Strategic Report and the Directors’ Report for the financial year 
for which the financial statements are prepared is consistent with the financial statements; and

• the Strategic Report and the Directors’ Report have been prepared in accordance with 
applicable legal requirements.

In the light of the knowledge and understanding of the Group and Parent Company and its 
environment obtained in the course of the audit, we have not identified material misstatements 
in the Strategic Report or the Directors’ Report.

Matters on which we 
are required to report 
by exception

We have nothing to report in respect of the following matters in relation to which the 
Companies Act 2006 requires us to report to you if, in our opinion:

• adequate accounting records have not been kept by the Parent Company, or returns 
adequate for our audit have not been received from branches not visited by us; or

• the Parent Company financial statements are not in agreement with the accounting records 
and returns; or

• certain disclosures of Directors’ remuneration specified by law are not made; or
• we have not received all the information and explanations we require for our audit.

Responsibilities of Directors
As explained more fully in the Statement of Directors’ Responsibilities, the Directors are responsible for the preparation 
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the 
Directors determine is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Parent Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the Directors either intend to liquidate the Group or the Parent Company or to cease 
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements.
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Extent to which the audit was capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line 
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. 
The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

• We gained an understanding of the legal and regulatory framework applicable to the Group and the industry in 
which it operates, and considered the risk of acts by the Group that were contrary to applicable laws and regulations, 
including fraud.

• We considered the Group’s compliance with laws and regulations that have a direct impact on the financial 
statements including, but not limited to, relevant accounting standards, UK company law, tax legislation (including 
the UK REIT regime requirements) and the AIM Rules, and we considered the extent to which non-compliance might 
have a material e�ect on the Group financial statements.

• We designed audit procedures to identify instances of non-compliance with such laws and regulations. Our 
procedures included reviewing the financial statement disclosures against the requirements of the accounting 
standards and company law and agreeing those disclosures to underlying supporting documentation where 
necessary. We reviewed minutes of all Board and Committee meetings held during and subsequent to the year for 
any indicators of non-compliance and made enquiries of management and of the Directors as to the risks of non-
compliance and any instances thereof. We also made similar enquiries of advisers to the Group, where information 
from that adviser has been used in the preparation of the Group financial statements.

• We considered the valuation of the investment property portfolio and management override of internal controls to 
be significant risks to the audit. Our response to the valuation of investment properties is set out in the key audit 
matter section above. We addressed the risk of management override of internal controls, including testing journal 
entries processed during and subsequent to the year and evaluating whether there was evidence of bias by 
management or the Directors that represented a risk of material misstatement due to fraud.

• We communicated relevant identified laws and regulations and potential fraud risks to all engagement team 
members and remained alert to any indications of fraud or non-compliance with laws and regulations throughout 
the audit.

Our audit procedures were designed to respond to risks of material misstatement in the financial statements, 
recognising that the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting 
one resulting from error, as fraud may involve deliberate concealment by, for example, forgery, misrepresentations or 
through collusion. There are inherent limitations in the audit procedures performed and the further removed non-
compliance with laws and regulations is from the events and transactions reflected in the financial statements, the less 
likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council’s website at:  
www.FRC.org.uk/AuditorsResponsibilities. This description forms part of our auditor’s report.

Use of our report
This report is made solely to the Parent Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. Our audit work has been undertaken so that we might state to the Parent Company’s members 
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the Parent Company and the 
Parent Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Richard Levy (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
London, United Kingdom

9 March 2022

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).

Independent Auditor’s Report to the  
Members of Secure Income REIT Plc continued
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Group Income Statement

Notes

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Revenue 3,4 122.4 121.7
Property outgoings 5 (0.6) (1.5)

Gross profit 121.8 120.2
Administrative expenses 6 (15.2) (17.0)
Investment property revaluation 11 140.2 (166.7)

Operating profit/(loss) 7 246.8 (63.5)
Net finance costs 8 (50.0) (49.9)

Profit/(loss) before tax 196.8 (113.4)
Tax credit/(charge) 9 2.8 (0.3)

Profit/(loss) for the year 199.6 (113.7)

Pence per 
share

Pence per
share

Earnings per share
Basic and diluted 10 61.6 (35.1)

All amounts relate to continuing activities.

The notes on pages 94 to 123 form part of these financial statements.
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Notes

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Profit/(loss) for the year 199.6 (113.7)
Items that may subsequently be reclassified to profit or loss:

Currency translation di�erences 21 (3.6) 2.1
Fair value movements in derivatives 13,21 1.6 (0.6)

Other comprehensive (loss)/income (2.0) 1.5

Total comprehensive income/(loss) for the year 197.6 (112.2)

The notes on pages 94 to 123 form part of these financial statements.

Group Statement of Other Comprehensive Income
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Share capital
£m

Share premium 
reserve

£m
Other reserves

£m

Retained 
earnings

£m
Total

£m

Year to 31 December 2021

At 1 January 2021 32.4 523.2 3.7 662.2 1,221.5

Profit for the year – – – 199.6 199.6
Other comprehensive loss – – (2.0) – (2.0)

Total comprehensive income – – (2.0) 199.6 197.6
Interim dividends of 15.2 pence per share – – – (49.3) (49.3)

At 31 December 2021 32.4 523.2 1.7 812.5 1,369.8

Share capital
£m

Share premium 
reserve

£m
Other reserves

£m

Retained 
earnings

£m
Total

£m

Year to 31 December 2020

At 1 January 2020 32.3 518.4 7.1 826.7 1,384.5

Loss for the year – – – (113.7) (113.7)
Other comprehensive income – – 1.5 – 1.5

Total comprehensive loss – – 1.5 (113.7) (112.2)
Issue of shares 0.1 4.8 (4.9) – –
Interim dividends of 15.7 pence per share – – – (50.8) (50.8)

At 31 December 2020 32.4 523.2 3.7 662.2 1,221.5

The notes on pages 94 to 123 form part of these financial statements.

Group Statement of Changes in Equity
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Notes

31 December
2021

£m

31 December
2020

£m

Non-current assets
Investment properties 3,11 2,158.2 1,975.6
Headlease rent deposits 2.8 2.8
Property, plant and equipment 0.2 0.2
Interest rate derivatives 13 0.1 –

2,161.3 1,978.6

Current assets
Cash and cash equivalents 14 198.4 219.7
Trade and other receivables 15 2.8 20.0

201.2 239.7

Total assets 2,362.5 2,218.3

Current liabilities
Trade and other payables 16 (41.3) (32.9)
Secured debt 17 (373.8) (5.0)
Interest rate derivatives 13 (0.2) (0.5)
Current tax liability (0.1) (0.1)

(415.4) (38.5)

Non-current liabilities
Secured debt 17 (538.6) (916.6)
Head rent obligations under finance leases 18 (30.6) (28.7)
Deferred tax liability 19 (8.0) (11.9)
Interest rate derivatives 13 (0.1) (1.1)

(577.3) (958.3)

Total liabilities (992.7) (996.8)

Net assets 1,369.8 1,221.5

Equity
Share capital 20 32.4 32.4
Share premium reserve 21 523.2 523.2
Other reserves 21 1.7 3.7
Retained earnings 21 812.5 662.2

Total equity 1,369.8 1,221.5

Pence 
per share

Pence
per share

Basic and diluted NAV per share 23 422.7 377.0
EPRA NTA per share 23 424.1 379.3

The notes on pages 94 to 123 form part of these financial statements.

The Group financial statements were approved and authorised for issue by the Board of Directors on 9 March 2022 and 
were signed on its behalf by:

Martin Moore   Sandy Gumm
Chairman   Director

Group Balance Sheet
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Notes

Year to 
31 December

2021
£m

Year to 
31 December

2020
£m

Operating activities
Profit/(loss) before tax 196.8 (113.4)
Investment property revaluation 11 (155.5) 142.5
Finance income 8 – (0.4)
Finance costs 8 50.0 50.3

Cash flows from operating activities before changes in working capital 91.3 79.0
Changes in working capital:

Trade and other receivables 17.0 (18.8)
Trade and other payables 5.5 (5.5)

Cash generated from operations 113.8 54.7
Tax paid (0.3) (0.4)

Cash flows from operating activities 113.5 54.3

Investing activities
Leisure lease incentive payments (30.5) –
Disposal of investment properties 0.1 2.6
Interest received – 0.4
Acquisition of property, plant and equipment – (0.2)

Cash flows from investing activities (30.4) 2.8

Financing activities
Dividends paid (49.3) (50.8)
Interest and finance costs paid 24 (47.7) (47.9)
Scheduled repayment of secured debt 24 (7.3) (4.4)
Repayment of secured debt from proceeds of disposal of investment 

properties 24 – (1.5)

Cash flows from financing activities (104.3) (104.6)

Decrease in cash and cash equivalents (21.2) (47.5)
Cash and cash equivalents at the beginning of the year 219.7 267.1
Currency translation movements (0.1) 0.1

Cash and cash equivalents at the end of the year 14 198.4 219.7

The notes on pages 94 to 123 form part of these financial statements.

Group Cash Flow Statement
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Notes to the Group Financial Statements

1. General information about the Group
The financial information set out in this report covers the year to 31 December 2021 with comparative figures relating to 
the year to 31 December 2020. It includes the results and net assets of the Company and its subsidiaries, together 
referred to as the Group.

The Company is incorporated in the United Kingdom and listed on the AIM market of the London Stock Exchange. The 
address of the registered o�ce and principal place of business is Cavendish House, 18 Cavendish Square, London W1G 
0PJ. The nature and scope of the Group’s operations and principal activities are described in the Strategic Report on 
pages 2 to 45.

Further information about the Group can be found on its website, www.SecureIncomeREIT.co.uk. Contact details for the 
Company and key advisers are included in the Company Information at the end of this report.

2. Basis of preparation and material accounting policies
a) Statement of compliance
The consolidated financial statements have been prepared in accordance with UK-adopted International 
Accounting Standards.

b) Basis of preparation
The Group financial statements are presented in Sterling as this is the currency of the primary economic environment in 
which the Group operates. Amounts are rounded to the nearest hundred thousand pounds unless otherwise stated.

Euro denominated results of the German operations have been converted to Sterling at the average exchange rate for 
the year of €1:£0.86 (2020: €1:£0.89), which is not considered to produce materially di�erent results from using the 
actual rates at the date of the transactions. Year end balances have been converted to Sterling at the 31 December 2021 
exchange rate of €1:£0.84 (2020: €1:£0.90). The accounting policy for foreign currency translation is in note 2g.

The financial statements have been prepared on the historical cost basis, except for investment properties and 
derivatives which are stated at fair value. The accounting policies have been applied consistently in all material respects.

Going concern
The Directors have, at the time of approving the financial statements, a reasonable expectation that the Company and 
the Group have adequate resources to continue in operational existence for the foreseeable future and therefore 
continue to adopt the going concern basis of accounting in preparing the financial statements. Further details are given 
in the Strategic Review on page 44.

Judgements in applying accounting policies and key sources of estimation uncertainty
The preparation of financial statements requires the Directors to make judgements, estimates and assumptions that 
may a�ect the application of accounting policies and reported amounts of assets and liabilities as at each balance sheet 
date and the reported amounts of revenue and expenses during any financial year. Any estimates and assumptions are 
based on experience and any other factors that are believed to be relevant under the circumstances and which the 
Board considers reasonable. Actual outcomes may di�er from these estimates.

The principal area of estimation uncertainty is the investment property valuation where, as described in note 11, the 
opinion of independent external valuers has been obtained at each reporting date using recognised valuation 
techniques and the principles of IFRS 13 “Fair Value Measurement”.

The principal areas of judgement relate to revenue recognition. Consistent with the prior year, one specific area of 
judgement is the recognition of any additional revenue in the year as a result of an outstanding May 2018 open market 
rent review on the Ramsay hospitals. The review is under arbitration and the nature of the assets mean that there is little 
comparative information on which to base an assessment. The Directors consider that it is not possible at present to 
make a reasonably certain estimate of any uplift that might result, and the financial statements therefore do not reflect 
any additional revenue arising as a result of this rent review. This position has not changed from that disclosed in the 
2020 financial statements.

The Group’s accounting policies for property valuation and revenue recognition are set out in paragraph 2d. Other 
policies material to the Group are set out in paragraphs 2c and 2e to 2i.
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Adoption of new and revised standards
On 31 December 2020, IFRS as adopted by the European Union at that date was brought into UK law and became 
UK-adopted International Accounting Standards, with future changes being subject to endorsement by the UK 
Endorsement Board. The Group transitioned to UK-adopted International Accounting Standards in its consolidated 
financial statements on 1 January 2021. There was no impact on or change in accounting policies from the transition.

During the year, the Group adopted the amendments to IFRS 16 that extended the period over which the amendments 
issued in the prior year were applicable, and the amendments to IFRS 9, IAS 39 and IFRS 7 representing phase two of 
the interest rate benchmark reform transition. There was no material change to the Group’s accounting policies and 
disclosures as a result.

There were no other new or amended standards issued by the International Accounting Standards Board (“IASB”) 
during the year, and none of the interpretations issued by the IFRS Interpretations Committee (“IFRIC”) have led to any 
material changes in the Group’s accounting policies or disclosures during the year.

Standards and interpretations in issue not yet adopted
The IASB and IFRIC have issued or revised IFRS 1, IFRS 3, IFRS 9, IFRS 16, IFRS 17, IAS 1, IAS 8, IAS 12, IAS 16, IAS 37, IAS 
41 and IFRS Practice Statement 2. These are not expected to have a material e�ect on the reported results or financial 
position of the Group.

c) Basis of consolidation
Subsidiaries are those entities controlled directly or indirectly by the Company. The Company has control within the 
meaning of this policy when it has power over an entity, is exposed to or has rights to variable returns from its 
involvement with the entity and has the ability to use its power over the entity to a�ect those returns.

The consolidated financial statements include the financial statements of the Company’s subsidiaries prepared to 31 
December under the same accounting policies as the Group as a whole, using the acquisition method. All intra-group 
balances and transactions are eliminated on consolidation.

All Group entities were wholly owned throughout the current year and the prior year.

d) Property portfolio
Investment properties
Investment properties are properties ultimately owned by the Company, directly or indirectly, which are held for capital 
appreciation, rental income or both. They are initially recorded at cost and subsequently valued at each balance sheet 
date at fair value as determined by professionally qualified independent external valuers.

Valuations are calculated, in accordance with RICS Valuation – Global Standards 2020, by applying market capitalisation 
rates to future rental cash flows with reference to data from comparable market transactions, together with an 
assessment of the security of income. Gains or losses arising from changes in the fair value of investment properties are 
recognised in the income statement in the period in which they arise. Depreciation is not charged in respect of 
investment properties.

Occupational leases
The Directors exercise judgement in considering the potential transfer of the risks and rewards of ownership in 
accordance with IFRS 16 “Leases” for all occupational leases and headleases, to determine whether or not such leases 
are operating leases. A lease is classified as a finance lease if substantially all of the risks and rewards of ownership 
transfer to the lessee. In the case of properties where the Group has a leasehold interest, this assessment is made by 
reference to the Group’s right of use asset arising under the headlease rather than by reference to the underlying asset. 
If the Group substantially retains those risks, a lease is classified as an operating lease. All occupational leases reflected 
in these financial statements are classified as operating leases.
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2. Basis of preparation and material accounting policies continued
Headleases
Where an investment property is held under a leasehold interest, the headlease is initially recognised as an asset at cost 
plus the present value of minimum ground rent payments. The corresponding rental liability to the head leaseholder is 
included in the balance sheet as a finance lease obligation. Cash flows arising under headleases are classified under 
operating activities before changes in working capital in the cash flow statement. Cash deposits held by head 
leaseholders as guarantees of headlease obligations are held on the balance sheet as non-current assets, and any 
movements in deposits are disclosed as changes in working capital within cash generated from operations in the cash 
flow statement.

Rental income
Revenue comprises rental income exclusive of VAT, recognised in the income statement on an accruals basis. Future 
anticipated rental income is spread over the term of a lease on a straight line basis, giving rise to a Rent Smoothing 
Adjustment in cases where future rental variations can be determined with su�cient certainty. Where income has been 
cumulatively recognised in advance of the contractual right to receive that income, such as from leases with fixed rental 
uplifts, an adjustment is made to ensure that the carrying value of the relevant investment property, including accrued 
rent, does not exceed the fair value of the property as assessed by the independent external valuers. Income arising 
from contractual rights that are subject to external factors, such as inflation-linked or open market rent reviews, is 
recognised in the income statement in the period in which it is determinable and reasonably certain.

Any lease incentives, including payments made to a tenant, and initial direct costs incurred in obtaining a lease are 
added to the carrying amount of the underlying asset and recognised as expenses over the lease term on the same 
basis as the relevant lease income.

Where there has been a change in the scope of a lease or the consideration for a lease that was not part of the original 
terms and conditions of that lease, this is accounted for as a lease modification. Such modifications are accounted for as 
new leases from the e�ective date of the modification, which is the date at which both parties agree to the terms of the 
modification. Any prepaid or accrued lease payments relating to the original lease at the date of modification are 
treated as part of the lease payments for the new lease. Future anticipated rental income is spread over the term of the 
lease on a straight line basis, giving rise to a Rent Smoothing Adjustment in the event that rent is reduced for a period.

Rent Smoothing Adjustments are not considered to be financial assets as the amounts are not yet contractually due. As 
such, the requirements of IFRS 9 (including the expected credit loss model) are not applied to those balances.

Cash flows from rental income are included in the cash flow statement within cash flows from operating activities.

e) Financial assets and liabilities
Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and deposits with maturities of three months or less held with 
banks or financial institutions. Returns on cash and cash equivalents are included in the cash flow statement under 
investing activities.

Borrowings and finance costs
Secured debt is initially recognised at its fair value, net of any arrangement fees and other transaction costs directly 
attributable to its issue. Subsequently, secured debt is carried at amortised cost. Finance costs are charged to the 
income statement over the term of the debt using the e�ective interest method. Loan issue costs are initially recognised 
as a reduction in the proceeds of the relevant loan and are amortised as a charge to the income statement over the 
term of the loan as part of the Group’s finance costs. Cash flows relating to borrowings and finance costs are included in 
the cash flow statement within financing activities.

Interest rate derivatives
The Group has used interest rate derivatives to hedge its exposure to cash flow interest rate risk. Derivatives are initially 
recognised at fair value on the date on which the derivative contract is entered into and are subsequently measured at 
fair value.

Notes to the Group Financial Statements continued
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Derivatives are classified either as derivatives in e�ective hedges or derivatives held at fair value through profit and loss. 
It is anticipated that any hedging arrangements will generally be “highly e�ective” within the meaning of IFRS 9 
“Financial Instruments” and that the criteria necessary for applying hedge accounting will therefore be met.

Hedges are assessed upon inception and on an ongoing basis to identify whether they continue to be e�ective. The 
gain or loss on the revaluation of the portion of an instrument that qualifies as an e�ective hedge of cash flow interest 
rate risk is recognised directly in other comprehensive income. Amounts accumulated in equity will be reclassified to the 
income statement in the period when the hedged items a�ect the income statement. The gain or loss on the revaluation 
of any derivative that is not an e�ective hedge is recognised directly in the income statement.

The Group ceases to use hedge accounting if a forecast transaction being hedged is no longer expected to occur. In such 
circumstances, the cumulative amounts in other comprehensive income are reclassified from equity to the income statement.

f) Tax
Tax is included in the income statement except to the extent that it relates to income or expense items recognised through 
reserves, in which case the related tax is recognised either in other comprehensive income or directly in reserves.

Current tax is the expected tax payable on taxable income for a reporting period at the blended tax rate for the period, 
using tax rates enacted or substantively enacted at the balance sheet date, together with any adjustment in respect of 
previous periods. Deferred tax is provided using the balance sheet liability method, providing for temporary 
di�erences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts 
used for tax purposes.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying 
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date. A deferred 
tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the 
asset can be utilised.

Tax paid is classified under cash flows from operating activities in the cash flow statement.

g) Foreign currency translation
The results of Group undertakings with a functional currency other than Sterling are translated into Sterling at the actual 
exchange rates prevailing at the time of the transaction, unless the average rate for the reporting period is not materially 
di�erent from the actual rate, in which case that average rate is used.

The gains or losses arising on the end of year translation of the net assets of such Group undertakings at closing 
rates and the di�erence between translating the results at average rates compared to the closing rates are taken to 
other reserves. Monetary assets and liabilities denominated in foreign currencies are translated into Sterling at the 
rates of exchange ruling at the balance sheet date with any gains or losses arising on translation recognised in the 
income statement.

h) Equity dividends
Equity dividends are recognised when they become legally payable: interim dividends when paid and final dividends 
when approved by shareholders at an annual general meeting.

i) Share based payments
The fair value of payments to non-employees that are to be settled by the issue of shares is determined on the basis of 
an estimate of the value of the services provided over the relevant accounting period. The estimated number of shares 
to be issued in satisfaction of the services provided is calculated using the average daily closing share price of the 
Company for that period.
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3. Operating segments
IFRS 8 “Operating Segments” requires operating segments to be identified in the financial statements on a basis 
consistent with internal reports about components of the Group that are reviewed by the chief operating decision 
maker to make decisions about resources to be allocated between segments and assess their performance. The 
Company’s chief operating decision maker is its Board.

The Group owned 160 properties at 31 December 2021 (2020: 161), originally acquired in five separate portfolios. 
Although certain information about these portfolios is described on a portfolio basis within the Investment Adviser’s 
Report or grouped by property type (Healthcare, Leisure and Budget Hotels), when considering resource allocation and 
performance the Board reviews quarterly management accounts prepared on a basis which aggregates the 
performance of the portfolios and focuses on the Group’s Total Accounting Return. The Board has therefore concluded 
that the Group has operated in, and was managed as, one reportable segment of property investment in both the 
current and prior year.

The geographical split of revenue and material applicable non-current assets was:

Revenue

Year to
31 December

2021
£m

Year to
31 December

2020
£m

UK 114.2 113.2
Germany 8.2 8.5

122.4 121.7

Investment properties

31 December
2021

£m

31 December
2020

£m

UK 2,023.5 1,860.3
Germany 134.7 115.3

2,158.2 1,975.6

Revenue by tenant comprises:

Revenue including Rent Smoothing Adjustments

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Ramsay Healthcare UK Operations Limited, guaranteed by Ramsay Health Care Limited 37.2 37.2
Travelodge Hotels Limited 29.5 29.4
Merlin Attractions Operations Limited, guaranteed by Merlin Entertainments Limited 29.1 28.3
Other tenants (each less than 10% of revenue) 26.6 26.8

Reported revenue 122.4 121.7

Revenue excluding Rent Smoothing Adjustments

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Ramsay Healthcare UK Operations Limited, guaranteed by  
Ramsay Health Care Limited 35.0 34.1

Travelodge Hotels Limited 19.7 14.0
Merlin Attractions Operations Limited, guaranteed by  

Merlin Entertainments Limited 43.1 14.1
Other tenants (each less than 10% of revenue) 23.6 16.1

Revenue on Adjusted EPRA earnings basis 121.4 78.3

Notes to the Group Financial Statements continued
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4. Revenue
Year to

31 December
2021

£m

Year to
31 December

2020
£m

Rent receivable 105.6 96.0
Rent Smoothing Adjustments:

Smoothing of contractual uplifts 7.4 8.9
Smoothing of temporary Covid-19 rent concessions 7.4 14.8
Adjustment for Healthcare back rent 0.4 0.4

Recovery of head rent and service charge costs from occupational tenants (note 5) 1.6 1.6

122.4 121.7

The Rent Smoothing Adjustments arise from the Group’s accounting policy in respect of leases, which requires the 
recognition of rental income on a straight line basis over the lease term, including rental uplifts throughout the term in 
certain circumstances. Uplifts that must be smoothed over the lease term are those for the 41% of passing rent as at 31 
December 2021 (2020: 41%) that increases by a fixed percentage at each review date and the 31% of passing rent at 31 
December 2021 (2020: 6%) that is subject to minimum uplifts.

These Rent Smoothing Adjustments include the impact of the temporary rent reductions agreed to assist tenants as a 
result of the Covid-19 pandemic, which in the short term resulted in rental income being recognised in the income 
statement ahead of cash flows but which, after the end of each relevant concession period, reverse so that rental income 
recognised in the income statement will be lower than cash rents received on those leases. These are further described in 
note 11 and in the Unaudited Supplementary Information following these financial statements. Rent Smoothing 
Adjustments also include the back rent received during a prior year from a May 2017 rent review on the Healthcare 
portfolio, which is being recognised in revenue over the remaining lease term despite the cash having been received in 
2017, and in future years will also reverse the reduction in rental income that results from spreading the cost of the Leisure 
lease incentive payments, which were paid just before the year end, over the extended term of the relevant leases.

£17.7 million of rent on the Leisure portfolio, receipt of which was deferred from 2020 to 2021, was excluded from 
revenue on an Adjusted EPRA earnings in the prior year and included instead in the current year, net of a £0.1 million 
reduction caused by foreign exchange movements on the Euro element of the balance, because although it was 
recognised in the income statement in 2020 it had not been received in cash. Receipt of a further £1.8 million of cash 
rent from the Leisure and Budget Hotels portfolios has been deferred from 2021 to 2022.

In calculating Adjusted EPRA earnings, the amounts included in revenue that are recovered from occupational tenants 
for head rent and service charge costs are reclassified against the equivalent costs in property outgoings. As a result of 
these adjustments, revenue reconciles between the IFRS basis and Adjusted EPRA earnings basis as follows:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

IFRS revenue 122.4 121.7

 Rent Smoothing Adjustments:
 Relating to contractual uplifts (7.4) (8.9)
 Relating to temporary Covid-19 rent concessions (7.4) (14.8)
 Adjustment for Healthcare back rent (0.4) (0.4)

(15.2) (24.1)

 Rent deferrals:
 Leisure portfolio 17.7 (17.7)
 Currency translation di�erence on Leisure rent deferral (0.1) –
 Other Leisure and Budget Hotels rent deferrals (1.8) –

15.8 (17.7)
Recovery of head rent and service charge costs reclassified to property outgoings (1.6) (1.6)

Adjusted EPRA earnings revenue 121.4 78.3

The Group’s accounting policy for revenue recognition is disclosed in note 2d.
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5. Property outgoings
Year to

31 December
2021

£m

Year to
31 December

2020
£m

Property outgoings in the income statement 0.6 1.5
Finance element of head rent included in finance costs (note 8) 1.8 1.7
Movement in headlease liabilities included in property revaluations (note 11) 0.1 0.1

Property outgoings 2.5 3.3
Recovery of head rents and service charge costs from occupational tenants, included in 

revenue (note 4) (1.6) (1.6)

Net property outgoings 0.9 1.7

Property outgoings net of tenant recoveries

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Head rents net of amounts recovered from occupational tenants 0.6 0.6
Irrecoverable property costs 0.2 0.3
Managing agent costs and other net property outgoings 0.1 0.2
Cost of documenting rent concessions – 0.6

0.9 1.7

Amounts shown above include any irrecoverable VAT.

The Group’s accounting policy for headleases is disclosed in note 2d.

6. Administrative expenses
Year to

31 December
2021

£m

Year to
31 December

2020
£m

Advisory fees (note 25b) 13.2 13.7
Other administrative expenses 1.5 2.8
Corporate costs 0.5 0.5

15.2 17.0

Amounts shown above include any irrecoverable VAT.

7. Operating profit
Audit fees, which are included within administrative expenses, relate to:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Audit of the Company’s consolidated and individual financial statements 0.1 0.1
Audit of subsidiaries, pursuant to legislation 0.2 0.2

Total fees 0.3 0.3

Amounts shown above include any irrecoverable VAT. The fees payable to the auditor, excluding VAT, in the year were 
£0.2 million (2020: £0.3 million), of which £36,500 (2020: £35,000) related to non-audit work comprising the review of 
the Group’s interim financial statements.

Notes to the Group Financial Statements continued
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The Group had no employees in either the current or prior year. The key management personnel of the Company are 
the Directors, who are appointed under letters of appointment for services. Directors’ remuneration, all of which 
represents fees for services provided and is included within administrative expenses, was as follows:

Year to
31 December

2021
£000

Year to
31 December

2020
£000

Martin Moore (Chairman) 75 75
Leslie Ferrar (Chairman of Audit Committee) 45 45
Jonathan Lane 40 40
Ian Marcus 40 40

200 200

Administrative expenses also include £23,000 (2020: £23,000) of National Insurance contributions paid in connection 
with the Directors’ remuneration above.

Mike Brown, Sandy Gumm and Nick Leslau received no Directors’ remuneration from the Group in either the current or 
prior year.

8. Finance income and costs

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Finance income
Interest on cash deposits – 0.4

Finance costs
Cash costs:
Interest on secured debt (44.5) (45.6)
Interest charge on headlease liabilities (note 5) (1.8) (1.7)
Cash settlement of interest rate derivatives, transferred from other reserves (0.8) (0.3)
Loan agency fees and other lender costs (0.5) (0.3)
Non-cash movements:
Amortisation of loan arrangement costs (2.3) (2.3)
Fair value adjustment of interest rate derivatives (note 13) (0.1) (0.1)

Total finance costs (50.0) (50.3)

Net finance costs recognised in the income statement (50.0) (49.9)

Fair value adjustment of interest rate derivatives 0.8 (0.9)
Cash settlement of interest rate derivatives, transferred to the income statement 0.8 0.3

Net finance income/(cost) recognised in other comprehensive  
(loss)/income (note 13) 1.6 (0.6)

Net finance costs analysed by the categories of financial asset and liability shown in note 17b are as follows:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Financial assets at amortised cost – 0.4
Financial liabilities at amortised cost (49.1) (50.2)
Derivatives in e�ective hedges (0.9) (0.1)

Net finance costs recognised in the income statement (50.0) (49.9)
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8. Finance income and costs continued
The Group’s sensitivity to changes in interest rates, on the basis of a ten basis point change in Sterling Overnight 
Interbank Average Rate (“SONIA”), was as follows:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

E�ect on profit/(loss) for the year 0.2 0.2
E�ect on other comprehensive (loss)/income and equity 0.1 0.1

The Group receives interest on its cash and cash equivalents so an increase in deposit rates would increase finance 
income. An increase in SONIA up to the maximum capped rate of 1.65% would increase finance costs relating to the 
£23.3 million (2020: £23.3 million) of the secured debt that is hedged by interest rate caps. A further £50.0 million 
(2020: £50.0 million) of the secured debt is hedged with interest rate swaps, and movements in SONIA would only have 
an impact on the fair value of those interest rate swaps, which would be reflected in other comprehensive income. There 
would be no e�ect from a change of SONIA on the remaining £843.5 million (2020: £855.0 million) of the secured debt 
which is at fixed rates, other than on the fair value of that debt which is disclosed in note 17b. The Group’s sensitivity to 
interest rates has not changed significantly in the year.

The Group’s accounting policy for finance costs is disclosed in note 2e.

9. Tax
Year to

31 December
2021

£m

Year to
31 December

2020
£m

Current tax – Germany
Corporation tax charge 0.4 0.4
Adjustments in respect of prior years – (0.1)
Deferred tax – Germany
Deferred tax credit (note 19) (3.2) –

(2.8) 0.3

The tax assessed for the year varies from the standard rate of corporation tax in the UK applied to the profit/(loss) 
before tax. The di�erences are explained below:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Profit/(loss) before tax 196.8 (113.3)

Tax charge/(credit) at the standard rate of corporation tax in the UK for the financial year of 
19% (2020: 19%) 37.4 (21.5)

E�ects of:
Investment property revaluation not (taxable)/allowable (23.6) 29.9
Qualifying property rental business not taxable under UK REIT rules (10.3) (8.9)
Deferred tax credit from revision of assessment (7.7) –
Unutilised tax losses carried forward 0.8 0.2
German current tax charge for the year 0.4 0.4
Finance costs disallowed under corporate interest restriction rules 0.2 0.3
Adjustments in respect of prior years – (0.1)

Tax (credit)/charge for the year (2.8) 0.3

Notes to the Group Financial Statements continued
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The Company and its subsidiaries operate as a UK Group REIT. Subject to continuing compliance with certain rules, the 
UK REIT rules exempt the profits of the Group’s UK and German property rental business from UK corporation tax. 
Capital gains on the Group’s UK and German properties are also generally exempt from UK corporation tax, provided 
they are not held for trading.

To remain a UK REIT, a number of conditions must be met in respect of the Company, the Group’s qualifying activity 
and the Group’s balance of business. Since entering the UK REIT regime the Group has met all applicable conditions.

The Group is subject to German corporation tax on its German property rental business at an e�ective rate of 12.5% 
(2020: 12%), resulting in a tax charge of £0.4 million (2020: £0.4 million). A deferred tax liability of £8.0 million (2020: 
£11.9 million) is recognised for the German capital gains tax that would potentially be payable on the sale of the relevant 
investment properties. Movements in deferred tax are disclosed in note 19.

The German tax assets have been subject to a routine tax audit by the German tax authorities since January 2021. The 
maximum tax liability that might arise on the areas that are currently the subject of the enquiry, including interest up to 
the balance sheet date but excluding any penalties, is estimated at no more than £0.8 million. The Board, having taken 
advice from the Group’s tax advisers including their specialist German tax team, considers that there are strong 
arguments to counteract those made by the German tax authorities and that the matter should be resolved with an 
outcome of substantially less tax payable than the potential maximum, if any. No allowance has been made in these 
financial statements for any liability that might arise. Should any additional tax become payable, it will be recognised in 
the year in which the German tax authorities conclude their review.

The Group’s accounting policy for tax is disclosed in note 2f.

10. Earnings per share
Basic EPS
Earnings per share (“EPS”) is calculated as the profit attributable to ordinary shareholders of the Company for each 
year divided by the weighted average number of ordinary shares in issue throughout the relevant year. Since no 
incentive fee has been recognised for either the current year or the prior year, there are no shares to be issued and 
diluted EPS is therefore the same as basic EPS.

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Profit/(loss) for the year 199.6 (113.7)

Number Number

Weighted average number of shares in issue 324,035,146 324,035,146

Pence per 
share

Pence per
share

Basic and Diluted EPS 61.6 (35.1)
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10. Earnings per share continued
EPRA EPS
The European Public Real Estate Association (“EPRA”) publishes guidelines for calculating a measure of earnings 
designed to represent core operational activities. EPRA EPS is calculated in accordance with the EPRA Guidance 
currently in force.

An Adjusted EPRA earnings calculation has also been presented. This adjusted measure was designed to reflect the fact 
that, as a Group with unusually long leases and a high proportion of fixed or minimum rental increases to spread over 
the lease terms, the Company’s Dividend Cover would be artificially high if calculated on the basis of EPRA EPS. 
Adjusted EPRA EPS removes the e�ect of the Rent Smoothing Adjustments, including the impact of temporary 
Covid-19 rent concessions, and recognises the cash flow impact of any deferrals of rent. It also excludes any non-
recurring costs or income which do not relate to the Group’s routine operations, such as costs incurred for share 
placings, though there have been no such costs since 2016. The adjusted measure also excludes any incentive fees 
which are paid in shares, as they are considered to be linked to revaluation movements and are therefore best treated 
consistently with revaluations which are excluded from EPRA EPS, though no incentive fee has been payable since 2019.

EPRA and Adjusted EPRA earnings are calculated as:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

IFRS profit/(loss) for the year 199.6 (113.7)
EPRA adjustments:
Investment property revaluation (note 11) (140.3) 166.5
Deferred tax on German investment property revaluations (note 9) (3.2) –

EPRA earnings 56.1 52.9
Other adjustments:
Rent Smoothing Adjustments (note 4) (15.2) (23.7)
Rent deferrals – theme parks 17.6 (17.7)
Rent deferrals – other Leisure and Budget Hotels (1.8) –

Adjusted EPRA earnings 56.7 11.5

In calculating Adjusted EPRA EPS, the weighted average number of shares is calculated using the actual date on which 
any shares are issued during the year so as not to create a mismatch between the basis of calculation of Adjusted EPRA 
EPS and the dividends per share paid in the year. In this way the Group’s measure of Dividend Cover is considered to be 
more meaningful. The weighted average number of shares applied in calculating Adjusted EPRA EPS has been 
calculated as follows:

Year to
31 December

2021
Number

Year to
31 December

2020
Number

Shares in issue throughout the year 324,035,146 322,850,595
Pro rata adjustment for shares issued in March 2020 in settlement of  

2019 incentive fee – 925,633

Adjusted EPRA EPS: weighted average shares in issue 324,035,146 323,776,228

As a result of those adjustments, the EPRA EPS and Adjusted EPRA EPS figures are as follows:

Pence per  
share

Pence per
share

EPRA EPS 17.3 16.3
Adjusted EPRA EPS 17.5 3.5

Notes to the Group Financial Statements continued
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11. Investment properties
Year to

31 December
2021

£m

Year to
31 December

2020
£m

Freehold investment properties
At the start of the year 1,705.8 1,802.4
Leisure lease incentive payments 33.6 –
Revaluation movement 141.7 (102.9)
Currency translation movement (8.3) 6.3
Disposals (0.1) –

At the end of the year 1,872.7 1,705.8

Leasehold investment properties
At the start of the year 269.8 308.9
Revaluation movement 13.8 (39.6)
Increase in headlease liabilities 2.0 0.6
Revaluation movement in headlease liabilities (0.1) (0.1)

At the end of the year 285.5 269.8

Total investment properties
At the start of the year 1,975.6 2,111.3
Leisure lease incentive payments 33.6 –
Revaluation movement 155.5 (142.5)
Currency translation movement (8.3) 6.3
Increase in headlease liabilities 2.0 0.6
Revaluation movement in headlease liabilities (0.1) (0.1)
Disposals (0.1) –

At the end of the year 2,158.2 1,975.6

As at 31 December 2021 the properties were valued at £2,127.6 million (2020: £1,946.9 million) by CBRE Limited or 
Christie & Co in their capacity as independent external valuers. Of the total fair value, £134.7 million (2020: 
£115.3 million) relates to the Group’s German investment properties, the valuations of which are translated into Sterling 
at the year end exchange rate.

The valuations were prepared on a fixed fee basis, independent of the portfolio value, and were undertaken in 
accordance with RICS Valuation – Global Standards 2020 on the basis of fair value, supported by reference to market 
evidence of transaction prices for similar properties where available.

The Royal Institution of Chartered Surveyors mandated that valuations in certain sectors should be subject to “material 
valuation uncertainty” as at 31 December 2020. This applied to the Group’s Leisure and Budget Hotels portfolios, which 
accounted for 61% of the Group’s property assets by value at that date. The 31 December 2020 valuations of the 
Healthcare assets, (39% of the Group’s property assets by value), did not carry such a proviso. None of the 31 December 
2021 valuations in any sector were subject to material valuation uncertainty.

During the year, the Group agreed to pay £33.5 million (2020: £nil) to certain Leisure tenants as an incentive to enter 
into lease extensions, £3.0 million (2020: £nil) of which remained outstanding at the balance sheet date and is included 
in accruals and other payables (note 16). Along with capitalised costs of the transaction totalling £0.1 million (2020: £nil), 
£33.6 million (2020: £nil) was added to the carrying value of the relevant investment properties as a result.

The historic cost of the Group’s investment properties as at 31 December 2021 was £1,516.8 million (2020: £1,479.6 million).

All of the investment properties are held within six (2020: six) ring-fenced security pools as security under fixed charges 
in respect of separate secured debt facilities.
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Notes to the Group Financial Statements continued

11. Investment properties continued
Under the Group’s accounting policy, in line with IFRS, the carrying value of leasehold properties is grossed up by the 
present value of minimum headlease payments. The corresponding liability to the head leaseholder is included in the 
balance sheet as a finance lease obligation. The reconciliation between the carrying value of the investment properties 
and their independent external valuation is as follows:

31 December
2021

£m

31 December
2020

£m

Carrying value 2,158.2 1,975.6
Gross-up of headlease liabilities (note 18) (30.6) (28.7)

Independent external valuation 2,127.6 1,946.9

Included within the carrying value of investment properties at 31 December 2021 is £191.1 million (2020: £181.4 million) in 
respect of Rent Smoothing Adjustments (described in note 4 and in the Unaudited Supplementary Information 
following these financial statements), representing the amount of the net mismatch between rent included in the income 
statement and cash rents actually receivable. This net receivable increases over broadly the first half of each lease term, 
in the case of fixed or minimum uplifts, or the period of the temporary rent reductions agreed with tenants in light of 
Covid-19. The balance then unwinds, reducing to zero by the end of the lease term. The di�erence between rents on a 
straight line basis and rents actually receivable is included within, but does not increase over fair value, the carrying 
value of investment properties. Also included is the impact of back rent received during a prior year from a rent review 
on the Healthcare portfolio, which is being recognised in revenue over the remaining lease term despite the cash having 
been received in 2018, together with movements on the headlease liabilities.

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Revaluation movement 155.5 (142.5)
Rent Smoothing Adjustments (note 4) (15.2) (24.1)
Movement in headlease liabilities (note 5) (0.1) (0.1)

Revaluation movement in the income statement 140.2 (166.7)

All of the Group’s revenue reflected in the income statement is derived either from rental income or the recovery of 
head rent and other costs on investment properties. As shown in note 5, property outgoings arising on investment 
properties, all of which generated rental income in each year, were £2.5 million (2020: £3.3 million), of which £0.9 million 
(2020: £1.7 million) was not recoverable from occupational tenants.

Other than the future minimum headlease payments disclosed in note 18, the majority of which are recoverable from 
tenants, the Group did not have any contractual investment property obligations at either balance sheet date. All 
responsibility for property liabilities including repairs and maintenance resides directly with the tenants, except at 
Manchester Arena where such costs relating to the structure and common areas are liabilities of the Group in the first 
instance. However, since the majority of these costs are currently recoverable from tenants the net cost to the Group in 
the year was £0.3 million (2020: £0.3 million). In addition, the car park at Manchester Arena is run under an operating 
agreement which means the Group is responsible for the costs of running the car park to the extent that they are not 
covered by the revenue it generates. The net contribution from the car park in 2021 was £0.2 million (2020: net cost of 
£0.1 million, as the car park was largely closed as a result of Covid related restrictions).

The Board determines the Group’s valuation policies and procedures and is responsible for overseeing the valuations. 
Valuations performed by the Group’s independent external valuers are based on information extracted from the Group’s 
financial and property reporting systems, such as current rents and the terms and conditions of lease agreements, 
together with assumptions used by the valuers (based on market observation and their professional judgement) in their 
valuation models. The Audit Committee assesses the valuation process, including meetings with the independent 
external valuers and evaluating their expertise and independence, and reports the results of these assessments to 
the Board.
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At each reporting date, certain directors of the Investment Adviser, who have recognised professional qualifications and 
are experienced in valuing the types of property owned by the Group, initially analyse the independent external valuers’ 
assessments of movements in the property valuations from the prior reporting date or, if later, the date of acquisition. 
Positive or negative fair value changes over a certain materiality threshold are considered and are also compared to 
external sources, such as the MSCI indices and other relevant benchmarks, for reasonableness. Once the Investment 
Adviser has considered the valuations, the results are discussed with the independent external valuers, focusing on 
properties with unexpected fair value changes or any with unusual characteristics. The Audit Committee assesses the 
valuation process, including meetings with the independent external valuers and evaluating their expertise and 
independence, and reports the results of these assessments to the Board.

The fair value of the investment property portfolio has been determined using an income capitalisation technique 
whereby contracted and market rental values are capitalised with a market capitalisation rate. This technique is 
consistent with the principles in IFRS 13 and uses significant unobservable inputs, such that the fair value measurement 
of each property within the portfolio has been classified as level 3 in the fair value hierarchy as defined in IFRS 13. There 
have been no transfers to or from other levels of the fair value hierarchy during the year.

The key inputs for the level 3 valuations were as follows:

Portfolio
Fair value

£m Key unobservable input

Inputs

Range Blended yield

At 31 December 2021:
Leisure – UK 794.6 Net Initial Yield 4.3% – 7.0% 5.0%

Running Yield in 12 months 4.3% – 7.0% 5.2%
Healthcare 790.4 Net Initial Yield 3.9% – 4.5% 4.5%

Running Yield in 12 months 4.0% – 4.6% 4.6%
Budget Hotels 438.5 Net Initial Yield 5.5% – 16.0% 6.8%

Running Yield in 12 months 5.8% – 16.0% 7.3%
Leisure – Germany 134.7 Net Initial Yield 4.8% 4.8%

Running Yield in 12 months 4.9% 4.9%

2,158.2

At 31 December 2020:
Leisure – UK 687.7 Net Initial Yield 4.8% – 7.3% 5.5%

Running Yield by January 2022 4.8% – 7.4% 5.7%
Healthcare 769.1 Net Initial Yield 3.9% – 4.5% 4.5%

Running Yield by January 2022 4.0% – 4.6% 4.6%
Budget Hotels 403.5 Topped Up Net Initial Yield 5.3% – 13.9% 7.1%

Running Yield by January 2022 5.8% – 15.5% 7.2%
Leisure – Germany 115.3 Net Initial Yield 5.8% 5.8%

Running Yield by January 2022 5.9% 5.9%

1,975.6

As described in note 2b, the Group’s investment property valuations are subject to estimation uncertainty. Decreases in 
Net Initial Yield and increases in inflation expectations will increase the fair value and vice versa. The sensitivities of the 
Group’s investment property valuations to variations in the significant unobservable outputs for Net Initial Yield is 
as follows:

(Decrease)/increase in fair value

31 December
2021

£m

31 December
2020

£m

Net Initial Yield + 0.25% (99.2) (85.8)
Net Initial Yield – 0.25% 109.3 94.1

The Group’s accounting policy for investment properties is disclosed in note 2d.
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12. Subsidiaries
The companies listed below are the subsidiary undertakings of the Company at 31 December 2021, all of which are 
wholly owned. Save where indicated, all subsidiary undertakings are incorporated in England with their registered o�ce 
at Cavendish House, 18 Cavendish Square, London W1G 0PJ.

Nature of business
SIR Theme Park Subholdco Limited1 Intermediate parent company and borrower under mezzanine secured 

debt facility
Charcoal Midco 2 Limited Intermediate parent company
SIR Theme Parks Limited Intermediate parent company and borrower under senior secured debt facility
SIR ATH Limited Property investment – leisure
SIR ATP Limited Property investment – leisure
SIR HP Limited Property investment – leisure and borrower under senior secured debt facility 

(incorporated in England, operating in Germany)
SIR TP Limited Property investment – leisure
SIR WC Limited Property investment – leisure
SIR Hospital Holdings Limited1 Intermediate parent company
SIR Umbrella Limited Intermediate parent company
SIR Hospitals Propco Limited Intermediate parent company and borrower under secured debt facility
SIR Duchy Limited Property investment – healthcare
SIR Springfield Limited Property investment – healthcare
SIR Healthcare 1 Limited Intermediate parent company
SIR Healthcare 2 Limited Intermediate parent company and borrower under secured debt facility
SIR Fitzwilliam Limited Property investment – healthcare
SIR Fulwood Limited Property investment – healthcare
SIR Lisson Limited Property investment – healthcare
SIR Midlands Limited Property investment – healthcare
SIR Oaklands Limited Property investment – healthcare
SIR Oaks Limited Property investment – healthcare
SIR Pinehill Limited Property investment – healthcare
SIR Rivers Limited Property investment – healthcare
SIR Woodland Limited Property investment – healthcare
SIR Yorkshire Limited Property investment – healthcare
Thomas Rivers Limited Property investment – healthcare
SIR Hotels 1 Limited1 Intermediate parent company
SIR Hotels Jersey Limited2 Intermediate parent company
SIR Unitholder 1 Limited2 Intermediate parent company
SIR Unitholder 2 Limited2 Intermediate parent company
Grove Property Unit Trust 62 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 72 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 92 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 112 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 122 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 162 Property investment – budget hotels and borrower under secured debt facility
SIR Hotels 2 Limited1 Intermediate parent company
SIR Hotels Jersey 2 Limited2 Intermediate parent company
SIR Unitholder 3 Limited2 Intermediate parent company
SIR Unitholder 4 Limited2 Intermediate parent company
Grove Property Unit Trust 22 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 52 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 132 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 142 Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 152 Property investment – budget hotels and borrower under secured debt facility
SIR Maple 4 Limited Property investment – budget hotels and borrower under secured debt facility

1 directly owned by the Company; all other entities are indirectly owned
2 incorporated in Jersey with their registered o�ce at 26 New Street, St Helier, Jersey JE2 3RA

Notes to the Group Financial Statements continued
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Nature of business
SIR Maple Holdco Limited1 Intermediate parent company
SIR Maple 1 Limited2 Intermediate parent company
SIR Unitholder 5 Limited2 Intermediate parent company
MIF I Unit Trust3 Property investment – leisure and borrower under secured debt facility
SIR Maple 2 Limited Property investment – leisure and borrower under secured debt facility
SIR Maple 3 Limited Property investment – leisure and borrower under secured debt facility
SIR New Hall Limited1 Dormant
SIR MTL Limited1 Dormant
Charcoal Bidco Limited1 Dormant
SIR Hotels 2 Holdco Limited2 Dormant
SIR Hotels 2 GP Limited2 Dormant
SIR Hotels 2 Nominee Limited2 Dormant
SIR Hotels 2 LP2 Dormant
SIR Newco Limited1 Dormant
SIR Newco 2 Limited1 Dormant

1 directly owned by the Company; all other entities are indirectly owned
2 incorporated in Jersey with the registered o�ce at 26 New Street, St Helier, Jersey JE2 3RA
3 incorporated in Jersey with the registered o�ce at 44 Esplanade, St Helier, Jersey JE4 9WG

The terms of the secured debt facilities may, in the event of a covenant breach, restrict the ability of certain subsidiaries 
to transfer distributable reserves or assets including cash to the Company, which is itself outside all security groups.

The subsidiary undertakings below are taking advantage of the exemption from audit under section 479a of the 
Companies Act 2006, and as a result Secure Income REIT Plc will provide a statutory guarantee for any outstanding 
liabilities of these undertakings as at 31 December 2021, all of which have been included in these consolidated 
financial statements:

Registered number

SIR Hospital Holdings Limited 05863307
SIR Healthcare 1 Limited 09736611
SIR Umbrella Limited 09736612
SIR Hotels 1 Limited 10236666
SIR Hotels 2 Limited 11206064
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Notes to the Group Financial Statements continued

13. Interest rate derivatives

Notional amounts

31 December
2021

£m

31 December
2020

£m

Interest rate swaps (weighted average rate 1.3%) in e�ective hedges 50.0 50.0
Interest rate caps (weighted average rate 1.5%):

In e�ective hedges 23.3 23.3
Classified as held at fair value through profit and loss 3.2 3.2

76.5 76.5

Fair value

31 December
2021

£m

31 December
2020

£m

Interest rate swaps:
Falling due within one year (0.2) (0.6)
Falling due in more than one year (0.1) (1.1)

(0.3) (1.7)
Interest rate caps:

Falling due in more than one year 0.1 –

(0.2) (1.7)

Movement in fair value

Year to
31 December

2021
£m

Year to
31 December

2020
£m

At the start of the year (1.7) (1.0)
Charge to the income statement (note 8) (0.1) (0.1)
Credit/(charge) to other comprehensive income (note 8) 1.6 (0.6)

At the end of the year (0.2) (1.7)

The Group utilises interest rate derivatives in risk management as cash flow hedges to protect against movements in 
future interest costs on secured loans which bear interest at variable rates. The derivatives have been valued in 
accordance with IFRS 13 by reference to interbank bid market rates as at the close of business on the last working day 
prior to each balance sheet date by Chatham Financial Europe Limited. The fair values are calculated using present 
values of future cash flows based on market forecasts of interest rates and adjusted for any counterparty credit risk that 
is assessed as material. The amounts and timing of future cash flows are projected on the basis of the contractual terms 
of the derivatives. All interest rate derivatives are classified as level 2 in the fair value hierarchy as defined in IFRS 13 and 
there were no transfers to or from other levels of the fair value hierarchy during the year.

The entire £50.0 million notional amount of the interest rate swaps and £10.0 million of the notional amount of the 
interest rate caps are used to hedge cash flow interest rate risk on £60.0 million of the floating rate loans shown in  
note 17a. The notional amounts of the interest rate derivatives equal the loan principal balance, and their maturity dates 
also match. £3.3 million of the notional amount of the interest rate caps was not designated for hedge accounting to 
allow for any future loan prepayments and as a result, although the entire cash flow interest rate is hedged, the hedges 
as measured for the purposes of IFRS 9 were expected on inception to be 94.5% e�ective throughout their lives.

The remaining £16.5 million notional amount of the interest rate caps is used to hedge cash flow interest rate risk on the 
remaining £13.3 million (2020: £13.3 million) of the floating rate loans shown in note 17a. Following rebalancing of the 
hedging arrangements on £3.2 million (2020: £3.2 million) of the notional amount of the interest rate caps in prior years, 
matching the loan principal that has been repaid from the proceeds of investment property sales, the notional amounts 
of the interest rate caps designated for hedge accounting equal the loan principal balance and their maturity dates also 
match. As a result, the interest rate cap hedges, which have a fair value of £26,000 (2020: £6,000), are expected to be 
100% e�ective throughout their terms. The remaining interest rate caps, which have a fair value of £7,000 (2020: 
£1,000), have been classified as held at fair value through profit and loss.
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The floating rate loans and interest rate derivatives were previously contractually linked to LIBOR, a market rate which 
became unavailable from the end of 2021. The Investment Adviser worked with the Group’s lenders and derivative 
counterparties to transition to an alternative benchmark rate, Sterling Overnight Index Average, during the year and the 
transition did not have a material impact on the results or financial position of the Group. There was no change to the 
e�ectiveness of the Group’s hedges.

The Group’s accounting policy for interest rate derivatives is disclosed in note 2e.

14. Cash and cash equivalents

31 December 
2021 

£m

31 December 
2020 

£m

Free cash and cash equivalents 168.5 196.6
Secured cash 29.9 23.1

198.4 219.7

Secured cash is held in accounts over which the providers of secured debt have fixed security. The Group is unable to 
access this cash unless and until it is released to free cash each quarter, which takes place after quarterly interest and 
loan repayments have been made as long as the terms of the associated secured facility are complied with.

The Group’s accounting policy for cash and cash equivalents is disclosed in note 2e.

15. Trade and other receivables

31 December 
2021 

£m

31 December 
2020 

£m

Trade receivables 0.2 0.6
Accrued income 1.7 18.4
Prepayments 0.7 0.6
Other receivables 0.2 0.4

2.8 20.0

Having been reviewed for expected credit losses, an impairment of £22,500 (2020: £nil) was considered necessary for 
trade receivables and accrued income at either balance sheet date.

16. Trade and other payables

31 December 
2021 

£m

31 December
2020

£m

Trade payables 0.3 1.0
Rent received in advance and other deferred income 24.6 19.6
Interest payable 7.9 8.0
Accruals and other payables 5.3 2.0
Tax and social security 3.2 2.3

41.3 32.9
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17. Financial assets and liabilities
a) Borrowings

31 December
2021

£m

31 December
2020

£m

Amounts falling due within one year
Fixed rate secured debt 375.9 7.3
Unamortised finance costs (2.1) (2.3)

373.8 5.0

Amounts falling due in more than one year
Fixed rate secured debt 467.6 847.7
Floating rate secured debt 73.3 73.3
Unamortised finance costs (2.3) (4.4)

538.6 916.6

The Group had no undrawn, committed borrowing facilities at either balance sheet date.

The debt is secured by charges, within six ring-fenced security groups, over the Group’s investment properties and by 
fixed and floating charges over the other assets of certain Group companies, not including the Company itself save for a 
limited share charge over the parent company of one of the ring-fenced subgroups.

During the year and the prior year, certain financial covenants were amended or waived to accommodate the 
temporary Covid-19 rent concessions on the Leisure and Budget Hotels portfolios described in the Strategic Report on 
page 10. All covenant amendments and waivers had expired by the balance sheet date. There were no defaults or 
breaches of any loan covenants during the current or any prior year.

As described in note 26, since the balance sheet date £372.4 million of the fixed rate secured debt falling due within one 
year has been refinanced with loan maturing in March 2026. The remainder of the balance falling due within one year 
represents the scheduled amortisation on other loans.

The analysis of borrowings by currency is as follows:

31 December
2021

£m

31 December
2020

£m

Sterling denominated
Secured debt 857.3 863.9
Unamortised finance costs (4.3) (6.4)

853.0 857.5

Euro denominated
Secured debt 59.5 64.4
Unamortised finance costs (0.1) (0.3)

59.4 64.1

The Group’s accounting policy for borrowings is disclosed in note 2e.
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b) Categories of financial instruments

31 December
2021

£m

31 December
2020

£m

Financial assets
Financial assets at amortised cost:

Cash and cash equivalents (note 14) 198.4 219.7
Headlease deposits 2.8 2.8
Accrued income (note 15) 1.7 18.4
Trade receivables (note 15) 0.2 0.6
Other receivables – 0.2

Derivatives in e�ective hedges:
 Interest rate caps (note 13) 0.1 –

203.2 241.7

Financial liabilities
Financial liabilities at amortised cost:

Secured debt (912.4) (921.6)
Headlease liabilities (note 18) (30.6) (28.7)
Interest payable (note 16) (7.9) (8.0)
Accruals and other payables (note 16) (5.3) (2.0)
Trade payables (note 16) (0.3) (0.9)

Derivatives in e�ective hedges:
Interest rate swaps (note 13) (0.3) (1.7)

(956.8) (962.9)

At each balance sheet date, all financial assets and liabilities other than derivatives in e�ective hedges and derivatives 
classified as held at fair value through profit and loss were measured at amortised cost.

As at 31 December 2021 the fair value of the Group’s secured debt was £928.1 million (2020: £969.2 million) and the fair 
value of the other financial liabilities was equal to their book value. Fair value is not the same as a liquidation valuation, 
the amount required to prepay the loans at the balance sheet date, and therefore does not represent an estimate of the 
cost to the Group of prepaying the debt before the scheduled maturity date, which would be materially higher.

The secured debt was valued in accordance with IFRS 13 by reference to interbank bid market rates as at the close of 
business on the balance sheet date by Chatham Financial Europe Limited. All secured debt was classified as level 2 in 
the fair value hierarchy as defined in IFRS 13 and its fair value was calculated using the present values of future cash 
flows, based on market benchmark rates (interest rate swaps) and the estimated credit risk of the Group for similar 
financings. There were no transfers to or from other levels of the fair value hierarchy during the current or prior year.

The Group’s accounting policy for material financial assets and liabilities is disclosed in note 2e.
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17. Financial assets and liabilities continued
c) Financial risk management
Through the Group’s operations and use of debt financing it is exposed to certain risks. The Group’s financial risk 
management objective is to manage the e�ect of these risks, for example by using fixed rate debt and interest rate 
derivatives to manage exposure to fluctuations in interest rates.

The exposure to each financial risk considered potentially material to the Group, how it would arise and the policy for 
managing it is summarised below.

Market risk
Market risk in financial assets and liabilities is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market prices. The Group’s market risk arises from open positions in interest bearing 
assets, liabilities and foreign currencies, to the extent that these are exposed to general and specific market movements.

(a) Market risk – interest rate risk
The Group’s interest bearing financial assets comprise only cash and cash equivalents. Changes in market interest rates 
therefore a�ect the Group’s finance income. The Group’s interest bearing financial liabilities comprise only secured debt. 
Changes in market interest rates therefore a�ect the Group’s finance costs.

The Group’s policy is to mitigate interest rate risk on its financial liabilities by entering into interest rate derivatives, which 
at the balance sheet date included interest rate swaps on £50.0 million (2020: £50.0 million) of floating rate debt and 
interest rate caps on the remaining £23.3 million (2020: £23.3 million) of floating rate debt. Under the interest rate 
swaps, the Group agrees to exchange with an institutional counterparty, at specified intervals, the di�erence between 
fixed and variable rate interest amounts calculated by reference to an agreed schedule of notional principal amounts. 
The Group’s fixed rate debt and debt where the interest rate risk is hedged by way of interest rate swaps, together 
totalling £893.5 million (2020: £905.0 million), are therefore not subject to interest rate risk. Under the interest rate 
caps, the Group agrees a similar exchange if the variable interest rate exceeds the contractual strike rate of the 
derivative. The Group is therefore exposed to limited cash flow interest rate risk on the £23.3 million (2020: £23.3 
million) of floating rate debt where this risk is hedged by way of interest rate caps. Interest on those loans is payable at 
variable rates up to the maximum established by the cap strike rate, which averaged 1.5% (2020: 1.5%) in the year.

The Group’s sensitivity to changes in interest rates is disclosed in note 8.

Trade and other payables are interest free as long as they are paid in accordance with their terms, and have 
payment terms of less than one year, so there is considered to be no material interest rate risk associated with these 
financial liabilities.

(b) Market risk – foreign currency exchange risk
The Group prepares its financial statements in Sterling. On an IFRS basis, 4.9% (2020: 3.5%) by value of the Group’s net 
assets are Euro denominated and as a result the Group is subject to foreign currency exchange risk. On an EPRA NTA 
basis, the Euro exposure is 5.0% (2020: 3.9%). This risk is partially hedged because within the Group’s German 
operations, rental income, interest costs and the majority of both assets and liabilities are Euro denominated. An 
unhedged currency risk remains on the value of the Group’s net investment in, and net returns from, its 
German operations.

The Group’s sensitivity to changes in foreign currency exchange rates, calculated on the basis of a 10% increase in 
average and closing Sterling rates against the Euro, was as follows, with a 10% decrease having the opposite e�ect:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Investment property revaluation net of deferred tax 2.2 (0.1)
Other income statement movements 0.2 0.2
Increase in profit/(loss) for the year 2.4 0.1

Increase in other comprehensive income and equity 3.9 4.1

Notes to the Group Financial Statements continued

114 Secure Income REIT Plc Annual Report 2021 349



Credit risk
Credit risk is the risk of financial loss to the Group if a counterparty fails to meet its contractual obligations. The principal 
counterparties at each balance sheet date are the Group’s tenants (in respect of trade receivables and accrued income 
arising under operating leases), banks and financial institutions (as holders of the Group’s cash deposits and hedging 
counterparties).

The credit risk of trade receivables is considered low because the counterparties to the operating leases are believed by 
the Board to be capable of discharging their lease obligations and any lease guarantors are also of appropriate financial 
strength. On the 72% of the portfolio (at 31 December 2021 valuations) that has been owned by Group entities since 
2007, over the last 14 years the rent has always been paid by the due date. Rent collection statistics are benchmarked in 
internal reports to identify any problems at any early stage, and if necessary and where possible (in the absence, for 
example, of a Government imposed moratorium on the enforcement of rent collection) rigorous credit control 
procedures are applied to facilitate the recovery of trade receivables.

As at 31 December 2021, the Group held financial assets with a carrying value of £22,500 (2020: £0.4 million) which 
were past due, all of which were trade receivables and had been impaired by £22,500. The Group did not hold any 
financial assets that were impaired at the prior year balance sheet date.

The credit risk on cash deposits is considered to be limited because the counterparties are banks and financial 
institutions with credit ratings which are acceptable to the Board and which are kept under review at least each quarter 
and more often if required.

Liquidity risk
Liquidity risk arises from the Group’s management of working capital and its ability to meet its liabilities as they fall due, 
principally the finance costs and principal repayments on its secured debt.

The Board seeks to manage liquidity risk by ensuring that su�cient cash is available to meet the Group’s foreseeable 
needs. Financing costs and scheduled amortisation have been met during the year, with only limited exceptions during 
a rent concession period for one tenant, out of rental income which, in all cases, provides headroom over the relevant 
amounts payable. Before entering into any financing arrangements, the Board assesses the resources that are expected 
to be available to the Group to meet its liabilities when they fall due, including repayments at loan maturity. These 
assessments are made on the basis of both base case and stress tested scenarios.

Other liquidity needs are relatively modest and are managed principally through the deduction of much of the direct 
operating costs from rental receipts before any surplus is applied in payment of interest and loan amortisation as 
permitted by the facility agreements relating to the Group’s secured debt.

Performance against budgets and working capital forecasts are reviewed by the Board at least quarterly to assess 
liquidity requirements and compliance with loan covenants. The Board keeps under review the maturity profile of the 
Group’s cash deposits, in order to have reasonable assurance that cash will be available for the settlement of liabilities or 
to deploy in investment opportunities when they fall due.

The following maturity analysis has been drawn up based on the undiscounted cash flows of financial liabilities, 
including future interest payments, with reference to the earliest date on which the Group can be required to pay. 
During the year, 74% (2020: 73%) of the Group’s headlease liabilities were recoverable from tenants and are not 
included in this analysis to the extent that they are recoverable.
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17. Financial assets and liabilities continued

31 December 2021
E�ective

interest rate

Less than
one year

£m

One to two
 years

£m

Two to five
 years

£m

More than
five years

£m
Total

£m

Financial assets
Cash and cash equivalents 0.02% 198.4 – – – 198.4
Headlease deposits – – – 2.8 2.8
Accrued income 1.7 – – – 1.7
Trade and other receivables 0.2 – – – 0.2
Interest rate derivatives – 0.1 – – 0.1

200.3 0.1 – 2.8 203.2

Financial liabilities
Fixed rate secured debt 5.1% (418.8) (135.2) (387.2) – (941.2)
Floating rate secured debt 2.0% (2.1) (74.7) – – (76.8)
Headlease liabilities (0.5) (0.5) (1.6) (7.4) (10.0)
Accrued interest (7.9) – – – (7.9)
Trade payables and accruals and 

other payables (5.3) – – – (5.3)
Interest rate derivatives 1.3% (0.2) (0.1) – – (0.3)

(434.8) (210.5) (388.8) (7.4) (1,041.5)

31 December 2020
E�ective

interest rate

Less than
one year

£m

One to two
 years

£m

Two to five
 years

£m

More than
five years

£m
Total

£m

Financial assets
Cash and cash equivalents 0.2% 219.7 – – – 219.7
Accrued income 18.4 – – – 18.4
Headlease deposits – – – 2.7 2.7
Trade and other receivables 0.8 – – – 0.8

238.9 – – 2.7 241.6

Financial liabilities
Fixed rate secured debt 5.1% (50.8) (425.3) (524.3) – (1,000.4)
Floating rate secured debt 2.4% (1.7) (1.7) (74.5) – (77.9)
Headlease liabilities (0.5) (0.5) (1.6) (7.3) (9.9)
Accrued interest (8.0) – – – (8.0)
Trade payables and accruals and 

other payables (3.0) – – – (3.0)
Interest rate derivatives 1.3% (0.6) (0.7) (0.4) – (1.7)

(64.6) (428.2) (600.8) (7.3) (1,100.9)

Inflation risk
Inflation risk arises from the impact of inflation on the Group’s income and expenditure. 58% (2020: 58%) of the Group’s 
contractual passing rent before concessions at 31 December 2021 is subject to inflation-linked rent reviews, though 
those rents are subject to nil or upwards review, never downwards. 41% (2020: 41%) of contractual passing rent before 
concessions is subject to fixed rental uplifts and is not exposed to fluctuations in the inflation rate, with 1% (2020: 1%) 
subject to upwards only open market rent reviews. As a result, the Group is not exposed to any fall in rent in deflationary 
conditions. Given the high proportion of inflation-linked rental income, inflationary conditions present an opportunity in 
terms of increasing revenues.
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In November 2020, the UK Government and UK Statistics Authority announced changes to RPI such that it will align 
with the Consumer Prices Index (“CPIH”) from February 2030. The exact impact on the RPI clauses in the Group’s 
leases will depend on precisely how the UK Statistics Agency implements the change. On a downside basis, if rents 
were to follow CPIH which has been on average 0.9 percentage points lower than RPI over the past ten years and 
assuming a di�erential continues, the rent uplifts from 2030 onwards would be lower than they would otherwise have 
been. However, the Group’s lease provisions may provide protection so that there would be no change in some or all 
cases. In the event that rental uplifts do change from 2030, any valuation impact in such circumstances would be 
expected to be insignificant as the market tends not to di�erentiate materially between RPI and CPIH lease structures, 
with the other property characteristics carrying greater weight in establishing pricing. During the year, 25% of Group 
rents moved from RPI to CPI-linked reviews, reducing exposure to this change.

The Group is exposed to inflation risk on its running costs, which (with the exception of any advisory and incentive fees, 
the calculation of which is based on EPRA NAV as described in note 25b) could increase in inflationary conditions. 
These costs totalled £2.0 million (2020: £3.3 million) in the current year (13% (2020: 20%) of total administrative 
expenses), and therefore the impact of any significant increase in inflation on the financial results or position of the 
Group would be relatively limited.

d) Capital risk management in respect of the financial year
The Board’s primary risk management objective when monitoring capital is to preserve the Group’s ability to continue 
as a going concern, while ensuring it remains within its secured debt covenants to safeguard shareholders’ equity and 
avoid financial penalties. Borrowings are secured on each of six (2020: six) property portfolios by way of fixed charges 
over property assets, over the shares in the parent company of each ring-fenced borrower subgroup, and also by 
floating charges on the assets of the relevant subsidiary companies within each distinct subgroup. The suitability of the 
extent of asset cover in the secured facilities forms a key part of debt negotiations and ongoing monitoring.

At 31 December 2021 and 31 December 2020, the capital structure of the Group consisted of secured debt (note 17a), 
cash and cash equivalents (note 14), and equity attributable to the shareholders of the Company (comprising share 
capital, retained earnings and the other reserves described in notes 20 and 21).

In managing the Group’s capital structure, the Board considers the Group’s cost of capital. In order to maintain or adjust 
the capital structure, the Board keeps under review the amount of any dividends or other returns to shareholders and 
monitors the extent to which the issue of new shares, repurchases of share capital or the realisation of assets may be 
advisable or required.

Details of significant accounting policies are disclosed in the accounting policies in note 2. This includes the criteria for 
recognition, the basis of measurement and the basis on which income and expenses are recognised, in respect of each 
class of financial asset, financial liability and equity instrument.

 117

Strategic  
Report Governance

Financial  
Statements

Additional 
Information

 Secure Income REIT Plc Annual Report 2021352



18. Headlease liabilities
Headlease obligations in respect of amounts payable on leasehold properties are as follows:

Minimum headlease payments

31 December
2021

£m

31 December
2020

£m

Within one year 2.0 1.8
Between one and five years 7.8 7.3
More than five years 164.6 158.0

174.4 167.1
Less future finance charges (143.8) (138.4)

30.6 28.7

The earliest expiry date of all the headlease obligations is in more than five years. All but £0.5 million (2020: £0.5 million) 
of the minimum headlease payments due within one year are recoverable from occupational tenants.

The Group’s accounting policy for headleases is disclosed in note 2d.

19. Deferred tax liability
The deferred tax liability relates entirely to unrealised gains on the Group’s German investment properties.

Year to
31 December

2021
£m

Year to
31 December

2020
£m

At the start of the year 11.9 11.3

Deferred tax charge from investment property revaluation, net of tax depreciation 4.5 –
Deferred tax credit from revision of assessment (7.7) –

Net credit to the income statement (note 9) (3.2) –
(Credit)/charge to other comprehensive income (0.7) 0.6

At the end of the year 8.0 11.9

The Group has tax losses of £95.8 million (2020: £93.7 million) available for o�set against future profits of the residual 
business. £12.1 million (2020: £10.6 million) of these tax losses relate to the Company. A deferred tax asset has not been 
recognised in respect of any of these losses due to the uncertainty of realising future taxable profits in the 
residual business.

The Group’s accounting policy for deferred tax is disclosed in note 2f.
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20. Share capital
Share capital represents the aggregate nominal value of fully paid ordinary shares of 10 pence each in issue.

Year to
31 December

2021
Number

Year to
31 December

2020
Number

At the start of the year 324,035,146 322,850,595
Issue of ordinary shares in settlement of 2019 incentive fee – 1,184,551

At the end of the year 324,035,146 324,035,146

21. Reserves
The share premium reserve represents the surplus of the gross proceeds of share issues over the nominal value of the 
shares, net of the direct costs of those equity issues.

Retained earnings represent the cumulative profits and losses recognised in the income statement, together with any 
amounts transferred or reclassified from the Group’s share premium reserve and other reserves, less dividends paid.

Other reserves represent:
• the cumulative exchange gains and losses on translation of foreign earnings and net assets;
• the cumulative gains or losses on e�ective cash flow hedging instruments; and
• the impact on equity of any shares to be issued after the balance sheet date, as described in note 25d, under the 

terms of the incentive fee arrangements.

Movements in other reserves comprise:

Currency
translation
di�erences

£m

Cash flow
hedging

instruments
£m

Shares to be
issued

£m
Total

£m

Year to 31 December 2021
At the start of the year 5.4 (1.7) – 3.7
Currency translation movements (3.6) – – (3.6)
Fair value of derivatives (note 13) – 1.6 – 1.6

Other comprehensive (loss)/income (3.6) 1.6 – (2.0)

At the end of the year 1.8 (0.1) – 1.7

Year to 31 December 2020
At the start of the year 3.3 (1.1) 4.9 7.1
Currency translation movements 2.1 – – 2.1
Fair value of derivatives (note 13) – (0.6) – (0.6)

Other comprehensive income/(loss) 2.1 (0.6) – 1.5
Shares issued in the year – – (4.9) (4.9)

At the end of the year 5.4 (1.7) – 3.7
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22. Operating leases
The majority of the Group’s assets are investment properties leased to third parties under non-cancellable operating 
leases. The weighted average remaining lease term at 31 December 2021 is 30.0 years (2020: 20.2 years), the increase 
reflecting a number of lease extensions in the Leisure portfolio during the year, and there are no tenant break options. 
The leases contain either fixed or minimum uplifts, or upwards only inflation-linked uplifts, alongside periodic upwards 
only open market reviews and variable income on 1% (2020: 1%) of the Group’s contractual passing rent.

RPI-linked uplifts on 35% (2020: 37%) of the Group’s passing rent as at 31 December 2021 resulted in the settlement of 
£0.8 million (2020: £0.9 million) of contingent rental income that was recognised in the income statement in the year.

Future minimum rents receivable are as follows:

31 December
2021

£m

31 December
2020

£m

Within one year 117.6 104.9
Between one and two years 118.8 115.5
Between two and three years 120.7 116.9
Between three and four years 121.1 118.5
Between four and five years 122.7 118.5
More than five years 4,407.2 2,045.2

5,008.1 2,619.5

The Group’s accounting policy for operating leases is disclosed in note 2d.

23. Net asset value per share
Net asset value (“NAV”) per share is calculated as the net assets of the Group attributable to shareholders divided by 
the number of shares in issue at the end of each year.

EPRA, the European Public Real Estate Association, publishes guidelines for the calculation of three measures of NAV 
to enable consistent comparisons of di�erent property companies. The Group uses EPRA Net Tangible Assets (“EPRA 
NTA”) as the most meaningful measure of long term performance, which is the measure adopted by the majority of UK 
REITs establishing it as the industry standard benchmark. It excludes items that are considered to have no impact in the 
long term, such as movements in the fair value of derivatives and a portion of the deferred tax on investment properties 
held for long term benefit.

Basic NAV and EPRA NTA

31 December 2021 31 December 2020

£m
Pence per 

share £m
Pence per

share

Basic and diluted NAV 1,369.8 422.7 1,221.5 377.0
EPRA adjustments:
Adjustment for deferred tax on German investment property 

revaluations* 4.0 1.3 6.0 1.8
Fair value of interest rate derivatives 0.3 0.1 1.7 0.5

EPRA NTA 1,374.1 424.1 1,229.2 379.3

* in accordance with the EPRA Guidance, half of the deferred tax is adjusted for in the EPRA NTA calculation
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24. Reconciliation of changes in financial liabilities arising from financing activities

Year to 31 December 2021

Secured debt 
due within

one year 
(note 17a)

£m

Secured debt
due in more 

than one year
(note 17a)

£m

Headlease 
liabilities
(note 18)

£m

Interest 
payable

(note 16)
£m

Derivatives
(note 13)

£m
Total

£m

At the start of the year 5.0 916.6 28.7 8.0 1.7 960.0
Cash flows:
Interest and finance costs paid – – (1.8) (45.3) (0.6) (47.7)
Scheduled repayment of secured 

debt (7.3) – – – – (7.3)
Non-cash movements:
Finance costs in the income 

statement 2.3 – 1.8 45.1 0.8 50.0
Finance costs in other comprehensive 

income – – – – (1.6) (1.6)
Increase in headlease liabilities – – 2.0 – – 2.0
Revaluation movement in headlease 

liabilities – – (0.1) – – (0.1)
Currency translation movements – (4.2) – – – (4.2)
Reclassifications 373.8 (373.8) – 0.1 (0.1) –

At the end of the year 373.8 538.6 30.6 7.9 0.2 951.1

Year to 31 December 2020
At the start of the year 2.1 919.5 28.2 8.0 1.0 958.8
Cash flows:
Interest and finance costs paid – – (1.7) (45.8) (0.4) (47.9)
Scheduled repayment of secured debt (4.4) – – – – (4.4)
Repayment of secured debt from 

property sales – (1.5) – – – (1.5)
Non-cash movements:
Finance costs in the income 

statement 2.3 0.1 1.7 45.7 0.5 50.3
Finance costs in other comprehensive 

income – – – – 0.6 0.6
Increase in headlease liabilities – – 0.6 – – 0.6
Revaluation movement in headlease 

liabilities – – (0.1) – – (0.1)
Currency translation movements – 3.5 – 0.1 – 3.6
Reclassifications 5.0 (5.0) – – – –

At the end of the year 5.0 916.6 28.7 8.0 1.7 960.0
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25. Related party transactions and balances
a) Relationship between Company and Investment Adviser
The Investment Advisory Agreement sets out the terms of the relationship between the Company and the Investment 
Adviser, including services to be provided and the calculation of the advisory fee and any incentive fee. The agreement 
has a termination date in December 2025 and neither party to the agreement has any contractual renewal right. The 
agreement may be terminated in certain circumstances which are summarised on page 59 of the March 2016 Secondary 
Placing Disclosure Document which is available in the Investor Centre of the Company’s website. It includes a right for 
the Company to terminate the agreement without compensation in the event of an unremedied breach by the 
Investment Adviser or a change of control of the Company, and a right for the Investment Adviser to terminate the 
agreement in the event of a change of control of the Company. The maximum termination fee is four times the previous 
quarter’s advisory fee, with any such termination payment designed to cover the cost of redundancies and wind down 
costs that may be required following the Investment Adviser’s loss of the management of the Group.

b) Basis of calculation of fees
EPRA introduced new methods of calculation of EPRA net asset value with e�ect from 1 January 2020. In considering 
that change, the Remuneration Committee concluded that, in order for the calculation of the advisory and incentive 
fees to remain consistent with the way that those fees had been calculated since the Company’s listing in 2014 and as 
set out in the Investment Advisory Agreement, the fees would continue to be calculated on the basis of the EPRA NAV 
methodology in place at the time of the agreement. That basis is set out in the EPRA Guidance issued in 2016, referred 
to in these financial statements as “2016 basis EPRA NAV”.

In addition, following a proposal made by the Investment Adviser, with e�ect from 1 April 2020 the advisory fee was 
reduced to the extent that the 2016 basis EPRA NAV includes surplus cash realised on the disposal of a portfolio of 
hospitals in August 2019. The balance of the surplus cash at 1 April 2020 was £158.3 million and as at 31 December 2021 
was £88.1 million (31 December 2020: £113.9 million). Since the balance sheet date, the remainder of that surplus cash 
has been committed to the refinancing of one of the Group’s secured debt facilities in April 2022.

The fees are calculated every quarter, on the basis of the simple average NAV over the quarter.

31 December 2021 31 December 2020

£m
Pence per 

share £m
Pence per

share

EPRA NTA 1,374.1 424.1 1,229.2 379.3
Adjustment to deferred tax on German investment property 

revaluations 4.0 1.2 5.9 1.9

NAV for purposes of incentive fee calculation (2016 basis 
EPRA NAV) 1,378.1 425.3 1,235.1 381.2

Adjustment for surplus cash (88.1) (27.2) (113.9) (35.2)

NAV for purposes of advisory fee calculations 1,290.0 398.1 1,121.2 346.0

c) Advisory fees payable
Advisory fees payable to the Investment Adviser are calculated as:

• 1.25% per annum on NAV for the purposes of advisory fee calculations up to £500 million, plus 
• 1.0% per annum on NAV for the purposes of advisory fee calculations between £500 million and £1 billion, plus 
• 0.75% per annum on NAV for the purposes of advisory fee calculations between £1 billion and £1.5 billion, plus 
• 0.5% per annum on NAV for the purposes of advisory fee calculations over £1.5 billion.

During the year, advisory fees of £12.4 million (2020: £12.8 million) plus VAT were payable in cash, of which £0.1 million 
was outstanding as at the balance sheet date (2020: £nil). The impact of adopting 2016 basis EPRA NAV is that fees 
payable in the current year were £42,000 (2020: £44,000) higher than they would have been under EPRA NTA.

Notes to the Group Financial Statements continued
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d) Incentive fee
The Investment Adviser may become entitled to an incentive fee intended to reward growth in Total Accounting Return 
(“TAR”) above an agreed benchmark and to maintain strong alignment of the Investment Adviser’s interests with those 
of shareholders. TAR is measured as growth in 2016 basis EPRA NAV per share plus dividends paid in the year.

The fee entitlement is calculated annually on the basis of the Group’s audited financial statements, with any fee payable 
settled in shares in the Company (subject to certain limited exceptions, none of which have yet applied). Sales of these 
shares are restricted (save for certain limited exceptions), with the restriction lifted on a phased basis over a period from 
18 to 42 months from the date of issue. Shares may be released from the sale restriction in the event that shares need to 
be sold to settle the tax liability on the receipt of those shares, although this exemption has never been requested.

The incentive fee is calculated by reference to growth in TAR: if that growth exceeds a hurdle rate of 10% per annum since 
the last year in which an incentive fee was earned, an incentive fee equal to 20% of this excess is payable in shares to the 
Investment Adviser. In the event of an incentive fee being payable, a high water mark is established, represented by the 
2016 basis EPRA NAV per share at the end of the relevant financial year, after the impact of the incentive fee, which is then 
the starting point for the cumulative hurdle calculations for future periods. The hurdle is set at the higher of the 2016 basis 
EPRA NAV at the start of the year plus 10% or the high water mark 2016 basis EPRA NAV plus 10% per annum. In this way, 
the incentive fee is never rebased as a result of a year of low or negative growth, maintaining strong alignment of 
management and shareholder interests. Dividends or other distributions paid in any period are treated as payments on 
account against achievement of the hurdle rate of return. The incentive fee payable in any year is subject to a cap of 5% of 
2016 basis EPRA NAV, save for a fee payable in the event of a change of control of the Company which is uncapped.

A high water mark 2016 basis EPRA NAV per share of 431.1 pence per share was established at 31 December 2019 when 
an incentive fee was last earned. At 31 December 2020, 2016 basis EPRA NAV was 381.2 pence per share which meant 
that TAR had to exceed 124.4 pence per share for the year to 31 December 2021 for a fee to be earned. After dividends 
of 15.2 pence per share were paid in the year, this equated to a 2016 basis EPRA NAV per share of 491.4 pence per share 
(£1,592.3 million) at 31 December 2021. Since 2016 basis EPRA NAV is below this level at 425.3 pence per share, no 
incentive fee is payable for the current year.

Assuming no changes in the Company’s capital structure, growth in net assets together with dividends paid will have to 
have reached a 2016 basis EPRA NAV of 540.5 pence per share by 31 December 2022 before an incentive fee is earned 
for that year.

e) Dividends paid to related parties and key management personnel

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Prestbury Incentives Limited1 2.9 3.0
Nick Leslau2 2.8 2.9
Mike Brown 0.2 0.2
Prestbury Investment Partners Limited1 0.2 0.1
Other Directors (Sandy Gumm, Martin Moore, Ian Marcus, Jonathan Lane and Leslie Ferrar) 0.1 0.1

6.2 6.3

1 Nick Leslau, Mike Brown and Sandy Gumm are shareholders and directors of both Prestbury Investment Partners Limited 
and the parent undertaking of Prestbury Incentives Limited, together with other key management personnel, Tim Evans 
and Ben Walford. Other senior members of the Prestbury team also have equity interests in those companies

2 comprising dividends from 16,850,300 ordinary shares held by an entity in which Nick Leslau has a 95% indirect 
interest and 1,491,709 shares held by a company which he wholly owns

26. Events after the balance sheet date
On 3 March 2022, certain Group companies entered into committed credit agreements for £232.0 million and €60.2 
million of senior debt, scheduled to be drawn on 29 April 2022, subject to certain conventional conditions precedent. 
The proceeds of the loans and an estimated £108.2 million of the Group’s cash reserves will be applied to prepay 
secured debt facilities due to mature in October 2022.

On 4 March 2022, the Company paid an interim dividend of 3.95 pence per share amounting to £12.8 million.

 123

Strategic  
Report Governance

Financial  
Statements

Additional 
Information

 Secure Income REIT Plc Annual Report 2021358



Notes

31 December
2021

£m

31 December
2020

£m

Fixed assets
Investment in subsidiary undertakings C 419.3 394.5

Current assets
Loans to subsidiary undertakings D 290.5 292.9
Other debtors 0.4 0.8
Cash at bank and in hand 164.7 194.2

455.6 487.9
Creditors: amounts falling due within one year
Trade creditors (0.1) (0.1)
Loans from subsidiary undertakings E (15.4) (24.3)
Accruals and deferred income (0.2) (0.3)

Net current assets 439.9 463.2

Total assets less current liabilities 859.2 857.7

Net assets 859.2 857.7

Capital and reserves
Share capital F 32.4 32.4
Share premium reserve 523.2 523.2
Retained earnings 303.6 302.1

Shareholders’ funds 859.2 857.7

The Company has taken advantage of the exemption within section 408 of the Companies Act 2006 not to present its 
own profit and loss account. The profit for the year dealt with in the financial statements of the Company was £50.8 
million (2020: loss of £15.8 million). As at 31 December 2021, the entire balance of £303.6 million (2020: £302.1 million) in 
retained earnings represents distributable reserves.

The notes on pages 126 and 127 form part of the Company financial statements.

The Company financial statements were approved and authorised for issue by the Board of Directors on 9 March 2022 
and were signed on its behalf by:

Martin Moore   Sandy Gumm
Chairman   Director

Company Balance Sheet
Registered number: 6064259
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Company Statement of Changes in Equity

Share capital
£m

Share  
premium 

reserve
£m

Other  
reserves

£m

Retained 
earnings

£m
Total

£m

Year to 31 December 2021

At 1 January 2021 32.4 523.2 – 302.1 857.7
Profit and total comprehensive income for the year – – – 50.8 50.8
Interim dividends of 15.2 pence per share – – – (49.3) (49.3)

At 31 December 2021 32.4 523.2 – 303.6 859.2

Share capital
£m

Share  
premium 

reserve
£m

Other  
reserves

£m

Retained 
earnings

£m
Total

£m

Year to 31 December 2020

At 1 January 2020 32.3 518.4 4.9 368.7 924.3
Loss and total comprehensive loss for the year – – – (15.8) (15.8)
Interim dividends of 15.7 pence per share – – – (50.8) (50.8)
Issue of shares 0.1 4.8 (4.9) – –

At 31 December 2020 32.4 523.2 – 302.1 857.7

The notes on pages 126 and 127 form part of the Company financial statements.
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A. Basis of preparation
The Company’s financial statements have been prepared in accordance with FRS 102 The Financial Reporting Standard 
applicable in the United Kingdom and Republic of Ireland.

The principal accounting policies relevant to the Company are:

• investments in subsidiaries are stated at cost less provision for any impairment;
• loans to subsidiaries are stated at cost less provision for any impairment; and
• shares to be issued in settlement of incentive fees are disclosed in other reserves.

In preparing the Company’s financial statements, advantage has been taken of the following disclosure exemptions 
available in FRS 102:

• no cash flow statement has been presented;
• disclosures in respect of the Company’s financial instruments have not been presented as equivalent disclosures have 

been provided in respect of the Group;
• no reconciliation of the number of shares outstanding at the beginning and end of the year has been presented as it 

is identical to the reconciliation for the Group shown in note 20 to the Group financial statements; and
• no disclosure has been given for the aggregate remuneration of the key management personnel of the Company as 

their remuneration is shown in note 7 to the Group financial statements.

In the year to 31 December 2022, the Company intends to continue to use these disclosure exemptions unless 
objections are received from the holders of at least 5% of the shares in the Company.

B. Auditors’ remuneration
The auditor’s remuneration in respect of the audit of the Company for the year was £51,000 (2020: £48,000). Fees 
payable for non-audit services provided to the Company and the rest of the Group are disclosed in note 7 to the Group 
financial statements.

C. Investment in subsidiary undertakings
The Company’s wholly owned direct subsidiaries are SIR Theme Park Subholdco Limited, SIR Hospital Holdings Limited, 
SIR Hotels 1 Limited, SIR Hotels 2 Limited, SIR Maple Holdco Limited, SIR MTL Limited, SIR New Hall Limited and 
Charcoal Bidco Limited, all of which are incorporated and operating in England. The full list of subsidiary entities 
indirectly owned by the Company is disclosed in note 12 to the Group financial statements. The movement in the year 
was as follows:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

At the start of the year 394.5 457.6
Reversal of impairment/(impairment) 24.8 (63.1)

At the end of the year 419.3 394.5

The impairment reflected the impact of investment property valuation falls in the prior year on the carrying value of 
certain subsidiaries that hold properties in the Budget Hotels and Leisure portfolios, which was partially reversed in the 
current year following valuation increases in those portfolios.

Notes to the Company Financial Statements
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D. Loans to subsidiary undertakings
Loans to subsidiary undertakings are unsecured, bear no interest and are repayable on demand. The movement in the 
year was as follows:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

At the start of the year 292.9 288.1
Net loans (repaid)/advanced (2.4) 4.8

At the end of the year 290.5 292.9

E. Loans from subsidiary undertakings
Loans from subsidiary undertakings are unsecured, bear no interest and are repayable on demand. The movement in 
the year was as follows:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

At the start of the year 24.3 58.1
Net loans repaid (8.9) (33.8)

At the end of the year 15.4 24.3

F. Share capital
Details of the share capital of the Company are disclosed in note 20 to the Group financial statements.

G. Related party transactions
Details of related party transactions are disclosed in note 25 to the Group financial statements.

H. Events after the balance sheet date
On 4 March 2022, the Company paid an interim dividend of 3.95 pence per share amounting to £12.8 million.
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Total Shareholder Return
Shareholder return is one of the Group’s key performance indicators. Total Shareholder Return (“TSR”) is measured as 
the movement in the Company’s share price over a period, plus dividends paid in the period. Total Accounting Return 
(“TAR”) is a shareholder return measure calculated as the movement in EPRA NTA per share plus dividends per share 
paid over the period.

TAR – EPRA NTA performance
Year to

31 December
2021

Pence
per share

Year to
31 December 

2020
Pence

per share

EPRA NTA per share:
at the start of the year 379.3 429.4
at the end of the year 424.1 379.3

Movement in EPRA NTA per share 44.8 (50.1)
Dividends per share 15.2 15.7
Movement in EPRA NTA per share plus dividends per share 60.0 (34.4)

TAR 15.8% (8.0)%

Period from 
30 June 2014 to 

31 December
2021

Pence
per share

Period from
30 June 2014 to  

31 December 
2020

Pence
per share

EPRA NTA per share:
at the start of the period 183.5 183.5
at the end of the period 424.1 379.3

Movement in EPRA NTA per share 240.6 195.8
Dividends per share 80.5 65.3

Movement in EPRA NTA per share plus dividends per share 321.1 261.1

TAR per annum since 30 June 2014 15.4% 15.3%

Unaudited Supplementary Information
Shareholder Returns
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TSR – share price performance

Year to
31 December

2021
Pence

per share

Year to
31 December 

2020
Pence

per share

Mid market closing share price:
at the start of the year 300.0 434.0
at the end of the year 425.0 300.0

Movement in share price 125.0 (134.0)
Dividends per share 15.2 15.7

Movement in share price plus dividends per share 140.2 (118.3)

TSR 46.7% (27.3)%

Period from 
June 2014 

listing to
31 December

2021
Pence

per share

Period from 
June 2014 

listing to
31 December 

2020
Pence

per share

Listing price 174.0 174.0
Mid market closing share price at the end of the period 425.0 300.0

Movement in share price 251.0 126.0
Dividends per share 80.5 65.3

Movement in share price plus dividends per share 331.5 191.3

TSR per annum since listing 16.3% 12.8%
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EPRA measures

31 December
2021

31 December
2020

EPRA Net Tangible Assets (EPRA NTA) per share 424.1p 379.3p
EPRA Net Reinstatement Value per share 469.6p 421.7p
EPRA Net Disposal Value per share 419.3p 364.3p
EPRA Net Initial Yield 5.1% 4.7%
EPRA Topped Up Net Initial Yield 5.1% 5.4%
EPRA Vacancy Rate 0% 0%

Year to
31 December

2021

Year to
31 December

2020

EPRA EPS 17.3p 16.3p
EPRA Capital Expenditure £0.2m £0.5m
EPRA Cost Ratio excluding direct vacancy costs 12.6% 14.8%
EPRA Cost Ratio including direct vacancy costs 12.8% 15.1%

Adjusted EPRA measures

Year to
31 December

2021

Year to
31 December

2020

Adjusted EPRA EPS (note 10 to the financial statements) 17.5p 3.5p
Adjusted EPRA Cost Ratio excluding direct vacancy costs 14.4% 18.4%
Adjusted EPRA Cost Ratio including direct vacancy costs 14.7% 18.7%

EPRA Net Tangible Assets

31 December 2021 31 December 2020

£m
Pence per 

share £m
Pence per

share

Basic NAV (note 23) 1,369.8 422.7 1,221.5 377.0
EPRA adjustments:
Adjustment for deferred tax on German investment property 

revaluations* 4.0 1.3 6.0 1.8
Fair value of derivatives 0.3 0.1 1.7 0.5

EPRA NTA 1,374.1 424.1 1,229.2 379.3

* in accordance with the EPRA Guidance, half of the deferred tax is adjusted for in the EPRA NTA calculation

EPRA Net Reinstatement Value
The EPRA Net Reinstatement Value assumes that the Group never sells assets and is intended to represent the value 
that would be required to rebuild the portfolio.

31 December 2021 31 December 2020

£m
Pence per

share £m
Pence per

share

Basic NAV 1,369.8 422.7 1,221.5 377.0
EPRA adjustments:
Adjustment for real estate transfer taxes 143.6 44.3 131.5 40.5
Deferred tax on investment property revaluations 8.0 2.5 11.9 3.7
Fair value of interest rate derivatives 0.3 0.1 1.7 0.5

EPRA Net Reinstatement Value 1,521.7 469.6 1,366.6 421.7

Unaudited Supplementary Information
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EPRA Net Disposal Value
The EPRA Net Disposal Value represents the Group’s value under a disposal scenario, with deferred tax and financial 
instruments (including fixed rate debt) shown to the full extent of their liability, calculated as follows:

31 December 2021 31 December 2020

£m
Pence per

share £m
Pence per

share

Basic NAV 1,369.8 422.7 1,221.5 377.0
EPRA adjustments:
Fair value of fixed rate debt (11.3) (3.4) (40.9) (12.7)

EPRA Net Disposal Value 1,358.5 419.3 1,180.6 364.3

The fair value of the fixed rate debt is defined by EPRA as a mark to market adjustment measured in accordance with 
IFRS 9 in respect of all debt not held at fair value in the balance sheet, as disclosed in note 17b to the financial 
statements. The fair value of debt is not the same as a liquidation valuation, so the fair value adjustment above does not 
reflect the liability that would crystallise if the debt was prepaid on the balance sheet date, which would be 
materially higher.

EPRA Net Initial Yield and EPRA Topped Up Net Initial Yield

31 December
2021

£m

31 December
2020

£m

Investment property, all of which is completed and wholly owned, at independent external 
valuation (note 11) 2,127.6 1,946.9

Allowance for estimated purchasers’ costs 143.6 131.5

Grossed up completed property portfolio valuation 2,271.2 2,078.4

Annualised cash passing rental income 116.8 98.3
Annualised non-recoverable property outgoings (1.1) (1.0)

Annualised net rents for EPRA Net Initial Yield 115.7 97.3
Notional rent increase on expiry of rent concessions, rent free periods and other lease 

incentives 0.1 15.0

Annualised net rents for Topped Up EPRA Net Initial Yield 115.8 112.3

EPRA Net Initial Yield 5.1% 4.7%
EPRA Topped Up Net Initial Yield 5.1% 5.4%

The EPRA Net Initial Yield in the prior year reflected temporary rent concessions on the Budget Hotels portfolio arising 
as a result of the Covid-19 pandemic.

EPRA Vacancy Rate

31 December
2021

£m

31 December
2020

£m

ERV of vacant space 0.1 0.1
ERV of portfolio 116.9 111.5
EPRA Vacancy Rate 0.03% 0.04%

The only vacant space is a restaurant unit at Manchester Arena, part of the ancillary o�ce and leisure space at 
Manchester Arena which in total comprises approximately 2% of Group ERV. Other than this ancillary o�ce and leisure 
space, the Group’s portfolio is entirely let on long leases with no expiries before 2037, so there is not expected to be any 
significant change in the EPRA Vacancy Rate until that date.
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EPRA EPS

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Basic earnings attributable to shareholders 199.6 (113.7)
EPRA adjustments:
Investment property revaluation (note 11) (140.3) 166.5
Deferred tax credit (note 9) (3.2) –

EPRA earnings 56.1 52.9
Non-EPRA adjustments:
Rent Smoothing Adjustments (note 4) (15.2) (23.7)
Rent deferrals 15.8 (17.7)

Adjusted EPRA earnings 56.7 11.5

Weighted average number of shares in issue Number Number

EPRA EPS 324,035,146 324,035,146
Adjustment for weighting of shares issued during the year* – (258,918)

Diluted EPRA EPS 324,035,146 323,776,228

* EPRA EPS is calculated on the assumption that shares issued in settlement of any incentive fee were in issue 
throughout the period. Adjusted EPRA EPS is calculated using a weighted average number of shares, reflecting the 
actual date on which those shares are issued

Pence per 
share

Pence per
share

EPRA EPS 17.3 16.3
Adjusted EPRA EPS 17.5 3.5

EPRA Capital Expenditure

Wholly owned property

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Acquisitions – –
Development – –
Expenditure on completed investment property held throughout the year:

Creation of additional lettable area – –
Enhancing existing space – –

Other 0.2 0.5

EPRA Capital Expenditure 0.2 456

The Group does not have any joint ventures or other partial interests in investment property so any EPRA capital 
expenditure relates to wholly owned properties. The Group does not capitalise any overheads or interest into its 
property portfolio and it does not develop properties.

The Group’s properties are let on full repairing and insuring leases, so the Group incurs no routine ongoing capital 
expenditure on its property portfolio except at Manchester Arena, where such costs relating to the structure and 
common areas are liabilities of the Group in the first instance. The EPRA Capital Expenditure in the current period 
represents £0.2 million (2020: £0.2 million) for capital works at Manchester Arena within the service charge that is not 
recoverable from tenants. The remaining expenditure in the prior year comprised £0.3 million for the acquisition of car 
park equipment.

Unaudited Supplementary Information
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EPRA Cost Ratio

Year to
31 December

2021
£m

Year to
31 December

2020
£m

Revenue (note 4) 122.4 121.7
Tenant contributions to property outgoings (note 4) (1.6) (1.7)

EPRA gross rental income 120.8 120.0

Non-recoverable property operating expenses (note 5)* 0.9 1.7
Less headlease costs included in non-recoverable property operating expenses (note 5) (0.6) (0.6)
Administrative expenses (note 6) 15.2 17.0

EPRA costs including direct vacancy costs 15.5 18.1
Direct vacancy costs (0.3) (0.3)

EPRA costs excluding direct vacancy costs 15.2 17.8

EPRA Cost Ratio including direct vacancy costs 12.8% 15.1%
EPRA Cost Ratio excluding direct vacancy costs 12.6% 14.8%

* included within the £2.5 million (2020: £3.3 million) of property costs payable by the Group are £1.6 million (2020: 
£1.7 million) of headlease and other costs that are recoverable from tenants

The Group capitalises the initial direct costs incurred in obtaining a lease, which are then charged to the income 
statement over the term of the relevant lease. During the year, lease incentive payments of £33.5 million (2020: £nil) and 
costs of £122,000 (2020: £54,000) were capitalised, of which £10,000 (2020: £nil) and £6,000 (2020: £4,000) was 
respectively released from the capitalised balances and charged to the income statement. Non-recoverable property 
costs include £33,000 (2020: £568,000) for negotiating and documenting Covid-19 rent concessions, and rent review 
and other letting costs of £46,000 (2020: £35,000). A further £6,000 (2020: £106,000) relating to the amendment of 
loan facilities as a result of the Covid-19 rent concessions is included in finance costs.

The Group has no capitalised overheads or other operating expenses and does not capitalise interest.

Adjusted EPRA Cost Ratio excluding non-cash items
The Group also calculates an Adjusted EPRA Cost Ratio, excluding revenue recognised ahead of cash receipt as a result 
of Rent Smoothing Adjustments (described in note 4), to present what the Board considers to be a measure of cost 
e�ciency more directly relevant to its business model:

Year to
31 December

2021
£m

Year to
31 December

2020
£m

EPRA gross rental income 120.8 120.0
Rent Smoothing Adjustments (note 4) (15.2) (23.6)

Adjusted EPRA gross rental income excluding non-cash items 105.6 96.4

EPRA costs including direct vacancy costs 15.5 18.1
Direct vacancy costs (0.3) (0.3)

Adjusted EPRA costs excluding direct vacancy costs 15.2 17.8

Adjusted EPRA Cost Ratio including direct vacancy costs 14.7% 18.7%
Adjusted EPRA Cost Ratio excluding direct vacancy costs 14.4% 18.4%
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Like for like rental growth by portfolio

Passing rent

Leisure 
portfolio

£m

Healthcare 
portfolio

£m

Budget Hotels 
portfolio

£m

Total 
portfolio

£m

At 1 January 2021 47.5 36.6 29.2 113.3
Movement in Euro exchange rate (0.5) – – (0.5)

Like for like passing rent 47.0 36.6 29.2 112.8
Rental uplifts 1.7 1.0 1.0 3.7
New letting 0.3 – – 0.3

At 31 December 2021 49.0 37.6 30.2 116.8

Increase in like for like passing rent 4.1% 2.8% 3.7% 3.6%
Portfolio valuation at 31 December 2021 919.2 790.4 418.0 2,127.6

Passing rent

Leisure 
portfolio

£m

Healthcare 
portfolio

£m

Budget Hotels 
portfolio

£m

Total 
portfolio

£m

At 1 January 2020 46.8 35.6 28.3 110.7
Movement in Euro exchange rate 0.4 – – 0.4

Like for like passing rent 47.2 35.6 28.3 111.1
Rental uplifts 1.1 1.0 0.9 3.0
Lease expiry and new letting (0.8) – – (0.8)

At 31 December 2020 47.5 36.6 29.2 113.3

Increase in like for like passing rent 0.8% 2.8% 2.9% 2.0%

Portfolio valuation at 31 December 2020 793.0 769.1 384.8 1,946.9

Like for like figures exclude foreign currency translation movements and any properties not held throughout the period.

The rental uplifts, all of which are upwards only, included in the tables above comprise:

Year to 31 December 2021

Leisure 
portfolio

£m

Healthcare 
portfolio

£m

Budget Hotels 
portfolio

£m

Total 
portfolio

£m

Annual RPI uplifts (uncapped) 0.9 – – 0.9
Annual RPI uplifts (capped) 0.1 – – 0.1
Annual fixed uplifts 0.2 1.0 – 1.2
Five-yearly RPI uplifts (uncapped) 0.1 – 1.0 1.1
Five-yearly RPI uplifts (capped) – – – –
Five-yearly fixed uplifts 0.4 – – 0.4

1.7 1.0 1.0 3.7

Year to 31 December 2020

Leisure 
portfolio

£m

Healthcare 
portfolio

£m

Budget Hotels 
portfolio

£m

Total 
portfolio

£m

Annual RPI uplifts (uncapped) 0.6 – – 0.6
Annual RPI uplifts (capped) 0.1 – – 0.1
Annual fixed uplifts 0.2 1.0 – 1.2
Five-yearly RPI uplifts (uncapped) – – 0.9 0.9
Five-yearly RPI uplifts (capped) 0.2 – – 0.2
Five-yearly fixed uplifts – – – –

1.1 1.0 0.9 3.0

Unaudited Supplementary Information
EPRA Measures continued
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Like for like rental growth by country

Passing rent
UK
£m

Germany
£m

Total 
portfolio

£m

At 1 January 2021 106.2 7.1 113.3
Movement in Euro exchange rate – (0.5) (0.5)

Like for like passing rent 106.2 6.6 112.8
Rental uplifts 3.5 0.2 3.7
New letting 0.3 – 0.3

At 31 December 2021 110.0 6.8 116.8

Increase in like for like passing rent 3.6% 3.3% 3.6%
Portfolio valuation at 31 December 2021 1,992.9 134.7 2,127.6

Passing rent
UK
£m

Germany
£m

Total 
portfolio

£m

At 1 January 2020 104.2 6.5 110.7
Movement in Euro exchange rate – 0.4 0.4

Like for like passing rent 104.2 6.9 111.1
Rental uplifts 2.0 0.2 2.2

At 31 December 2020 106.2 7.1 113.3

Increase in like for like passing rent 1.9% 3.3% 2.0%
Portfolio valuation at 31 December 2020 1,831.6 115.3 1,946.9

Like for like figures exclude foreign currency translation movements and any properties not held throughout the period.
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The Group’s revenue recognition accounting policy set out in note 2d, in line with IFRS, requires the impact of any fixed 
or minimum rental uplifts to be spread evenly over the term of a lease, and as a result there is a material mismatch 
between the rental cash flows and rental revenues shown in the income statement. The adjustments relate to the 41% of 
portfolio rents that are subject to fixed uplifts, the 31% of portfolio rents with minimum uplifts on inflation-linked 
reviews, and the temporary Covid-19 rent concessions agreed with the tenants of the Budget Hotels and Pubs portfolios 
in 2020 which represented lease modifications under IFRS 16.

A receivable is included in the book value of investment property for the amount of rent included in the income 
statement ahead of actual cash receipts. A receivable relating to fixed and minimum uplifts increases over broadly the 
first half of the later of the lease commencement or the date of acquisition, then unwinds to zero over the remainder of 
each lease term. If a lease is extended, the receivable at the date of modification is not adjusted but the smoothing is 
recalculated over the new term from that date. A receivable relating to rent concessions increases over the period 
during which the rent is reduced, then unwinds to zero over the remainder of each lease term.

So as not to overstate the portfolio value in the balance sheet, any movement in the receivable is o�set against 
property revaluation movements. Since this adjustment initially increases rental income and reduces property 
revaluation gains or increases property valuation losses (and the reverse in the second half of each lease term or once 
the rent concession has expired) it does not change the Group’s retained earnings or net assets. Income recognised in 
this way in excess of cash flow is also taken out of Adjusted EPRA EPS so as not to artificially flatter the Group’s 
reported dividend cover.

The impact of the Rent Smoothing Adjustments on the Group’s balance sheet as at 31 December 2021 is as follows:

Receivable at 
31 December

2021
£m

Maximum 
receivable 

£m
Date of maximum 

receivable 

Fixed/minimum uplifts recognised ahead of cash receipt:
Healthcare – Ramsay hospitals 110.1 111.8 March 2023
Leisure – German theme parks* 36.8 251.6 September 2052
Healthcare – Lisson Grove hospital 12.8 20.6 March 2035
Leisure – The Brewery 5.0 23.5 June 2041
Leisure – Manchester Arena 3.4 8.9 June 2032
Leisure – Pubs 0.6 2.0 March 2030
Leisure – UK theme parks 0.2 145.8 December 2050

168.9 564.2
Covid-19 related rent concessions:
Budget Hotels 21.1 21.1 December 2021
Leisure – Pubs 1.1 1.1 September 2020

191.1 586.4

* at the year end exchange rate of €1:£0.84

The future impact of this adjustment would change if there were acquisitions, disposals, further rent concessions or 
lease variations of properties with fixed or minimum inflation-linked rental uplifts, as was the case during the year with 
lease extensions and other changes on the UK and German theme parks in the Leisure portfolio. Assuming no change in 
the portfolio, the adjustment to rental income that was recognised during the current year and is expected for each of 
the next three financial years is as follows:

Fixed/minimum
uplifts

£m

Covid-19 rent
concessions

£m
Total

£m

2021 7.4 7.4 14.8
2022 26.1 (1.1) 25.0
2023 24.4 (1.2) 23.2
2024 22.8 (1.1) 21.7

* with the German adjustment translated at the 2021 average exchange rate of €1:£0.86

Unaudited Supplementary Information
Rent Smoothing Adjustments
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The other areas where accounting policies result in a material mismatch between the rental cash flows and rental 
revenues shown in the income statement are:

• rent received during a prior year from a May 2017 rent review on the Healthcare portfolio, where £0.4 million of rent is 
being recognised in revenue each year over the remaining lease term to 2037, despite the cash having been received 
in 2017

• the cost of the lease incentives granted for the extension of the theme parks leases in 2021, where going forward 
revenue will be reduced by £0.6 million per annum to reflect the spreading of that cost over the extended lease term 
to 2077

As for the Rent Smoothing Adjustments above, the movements in revenue are o�set against property revaluation 
movements so there is no change the Group’s retained earnings or net assets from this accounting treatment, and they 
are reversed in the calculation of Adjusted EPRA EPS.
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Unaudited Supplementary Information
RPI Methodology

Change in RPI calculation methodology from 2030
In November 2020, the UK Government and UK Statistics Authority announced changes to its calculation of RPI to align 
it with the Consumer Prices Index (“CPIH”) from February 2030. CPIH has been on average 0.9 percentage points lower 
than RPI over the past ten years. The exact impact on the Group will depend on precisely how the UK Statistics Agency 
implements the change because that will have a bearing on how any change interacts with the specific terms of the 
leases. On a downside basis, if CPIH continues to run below RPI the rental uplifts from 2030 onwards would be lower 
than they would otherwise have been. However, depending on how the change is implemented, lease provisions may 
provide protection resulting in there being no change in some or all cases. In the event that rental uplifts do change 
from 2030, any valuation impact in such circumstances is expected to be insignificant as the market tends not to 
di�erentiate materially between RPI and CPIH lease structures, with the other property characteristics carrying greater 
weight in establishing pricing.

33% of the Group’s annual rents as at 31 December 2021 are subject to RPI-linked reviews. This is reduced since 
31 December 2020, as 25% of the Group’s rents were subject to lease variations in 2021 whereby upwards only RPI 
reviews were changed to collared CPI reviews which are not a�ected by this change in methodology.

We note that, to date, long income investment transactions have demonstrated limited yield di�erentials between 
leases with RPI-linked reviews and those linked to CPI, with other property, income and tenant covenant characteristics 
carrying greater weight in the assessment of value.
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Property Portfolio Region Address

Values over £100 million
Alton Towers theme park Leisure Rest of England Alton, Sta�ordshire ST10 4DB
Rivers hospital Healthcare Rest of England High Wych Road, Sawbridgeworth CM21 0HH
Springfield hospital Healthcare Rest of England Lawn Lane, Springfield, Chelmsford CM1 7GU
Thorpe Park theme park Leisure Rest of England Staines Road, Chertsey KT16 8PN

Values between £50-100 million
Alton Towers hotel Leisure Rest of England Alton, Sta�ordshire ST10 4DB
The Brewery Leisure London 52 Chiswell Street, London EC1Y 4SD
Fitzwilliam hospital Healthcare Rest of England Milton Way, South Bretton, Peterborough 

PE3 9AQ
Heide Park theme park Leisure Germany 29614 Soltau, Lower Saxony, Germany
Manchester Arena, including 

adjacent o�ces, parking and 
ancillary space

Leisure Rest of England Victoria Station, Manchester M3 1AR

Nightingale hospital Healthcare London 11-19 Lisson Grove, Marylebone, 
London NW1 6SH

Oaks hospital Healthcare Rest of England 120 Mile End Road, Colchester CO4 5XR
Pinehill hospital Healthcare Rest of England Benslow Lane, Hitchin SG4 9QZ
Warwick Castle Leisure Rest of England Warwick CV34 4QU
Yorkshire clinic Healthcare Rest of England Bradford Road, Bingley BD16 1TW

Values between £25-50 million
Duchy hospital Healthcare Rest of England Peventinnie Lane, Treliske, Truro TR1 3UP
Fulwood hospital Healthcare Rest of England Midgery Lane, Fulwood, Preston PR2 9SZ
Heide Park hotel Leisure Germany 29614 Soltau, Lower Saxony, Germany
West Midlands hospital Healthcare Rest of England Coleman Hill, Halesowen B63 2AH
Woodlands hospital Healthcare Rest of England Rothwell Road, Kettering NN16 8XF

Values between £10-25 million
Bath Central Travelodge Budget hotels Rest of England York Buildings, Bath BA1 2EB
Edinburgh Central Travelodge Budget hotels Scotland 33 St Mary’s Street, Edinburgh EH1 1TA
London Wimbledon Travelodge Budget hotels London Epsom Road, Morden SM4 5PH
Manchester Central Travelodge Budget hotels Rest of England 11 Blackfriars Street, Salford, Manchester M3 5AL
Oaklands hospital Healthcare Rest of England 19 Lancaster Road, Salford, Manchester M6 8AQ
Oxford Peartree Travelodge Budget hotels Rest of England Woodstock Road, Yarnton, Kidlington, 

Oxford OX2 8JZ

Values between £5-10 million
Birmingham Central Travelodge Budget hotels Rest of England 230 Broad Street, Birmingham B15 1AY
Cambridge Fourwentways 

Travelodge
Budget hotels Rest of England Abington, Cambridge CB21 6AP

Dartford Travelodge Budget hotels London Charles Street, Dartford DA2 9AP
Ely Travelodge Budget hotels Rest of England Witchford Road, Ely CB6 3NN
Exeter M5 Travelodge Budget hotels Rest of England Moto Service Area, M5 Motorway, 

Exeter EX2 7HF
Glasgow Central Travelodge Budget hotels Scotland 5-11 Hill Street, Glasgow G3 6RP
Heathrow Heston M4 Westbound 

Travelodge
Budget hotels London Moto Service Area, M4 Motorway, Phoenix Way, 

Heston, Hounslow TW5 9NB
London Park Royal Travelodge Budget hotels London 614 Western Avenue, London W3 0TE
Milton Keynes Central Travelodge Budget hotels Rest of England 199 Grafton Gate, Milton Keynes MK9 1AL
Northampton Upton 

Way Travelodge
Budget hotels Rest of England Upton Way, Northampton NN5 4EG

Nottingham Riverside Travelodge Budget hotels Rest of England Nottingham Riverside Retail Park, Tottle Road, 
Queen’s Drive, Nottingham NG2 1RT

Reading Central Travelodge Budget hotels Rest of England 60 Oxford Road, Reading RG1 7LT
Southampton Travelodge Budget hotels Rest of England 144 Lodge Road, Southampton SO14 6QR
York Tadcaster Travelodge Budget hotels Rest of England A64, Bilbrough, York LS24 8EQ

Property Portfolio as at 9 March 2022
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Property Portfolio Region Address

Values between £2-5 million
Aberdeen Bucksburn Travelodge Budget hotels Scotland Inverurie Road, Bucksburn, Aberdeen AB21 9LZ
Alfreton Travelodge Budget hotels Rest of England Old Swanwick, Colliery Road, Alfreton, 

Swanwick DE55 1JH
Arundel Fontwell Travelodge Budget hotels Rest of England Arundel Road, Fontwell, Arundel BN18 0SB
Basildon Travelodge Budget hotels Rest of England Festival Leisure Park, Basildon SS14 3WB
Basingstoke Travelodge Budget hotels Rest of England Winchester Road, Basingstoke RG22 6HN
Bedford Arms, Southampton Leisure Rest of England 23 Bedford Place, Southampton SO15 2DB
Bedford Marston Moretaine 

Travelodge
Budget hotels Rest of England Beancroft Road, Marston Moretaine, 

Bedford MK43 0QZ
Bedford Wyboston Travelodge Budget hotels Rest of England A1 North Black Cat Roundabout, Chawston, 

Bedford MK44 3BE
Birmingham Sutton Coldfield 

Travelodge
Budget hotels Rest of England Boldmere Road, Sutton Coldfield B73 5UP

Blue Bell Hotel, Middlesbrough Leisure Rest of England Acklam Road, Middlesbrough TS5 7HL
Bracknell Travelodge Budget hotels Rest of England London Road, Binfield, Bracknell RG42 4AA
Bradford Travelodge Budget hotels Rest of England Midpoint, Thornbury, Bradford BD3 7AY
Brentwood East Horndon 

Travelodge
Budget hotels Rest of England A127, East Horndon, Brentwood CM13 3LL

Bristol Cribbs Causeway 
Travelodge

Budget hotels Rest of England Cribbs Causeway, Bristol BS10 7TL

Bristol Severn View M48 
Travelodge

Budget hotels Rest of England Moto Service Area, M48 Motorway, Severn 
Bridge, Bristol BS35 4BH

Canterbury Whitstable Travelodge Budget hotels Rest of England Thanet Way, Faversham ME13 9EL
Chippenham Leigh Delamere M4 

Eastbound Travelodge
Budget hotels Rest of England Moto Service Area, Leigh Delamere, 

Chippenham SN14 6LB
Dorking Travelodge Budget hotels Rest of England Reigate Road, Dorking RH4 1QB
Frimley Travelodge Budget hotels Rest of England 114 Portsmouth Road, Camberley GU15 1HS
Glasgow Paisley Road Travelodge Budget hotels Scotland 251 Paisley Road, Glasgow, G5 8RA
Great Yarmouth Acle Travelodge Budget hotels Rest of England A47 Roundabout, Acle Bypass, Acle, Norwich 

NR13 3BE
Haydock St. Helens Travelodge Budget hotels Rest of England Piele Road, Haydock, St Helens WA11 9TL
Heathrow Heston M4 Eastbound 

Travelodge
Budget hotels London Moto Service Area, M4 Motorway, Phoenix Way, 

Heston, Hounslow TW5 9NB
Hellingly Eastbourne Travelodge Budget hotels Rest of England Boship Roundabout, Hellingly, Hailsham BN27 

4DP
Inverness Travelodge Budget hotels Scotland Stonyfield, A96 Inverness Road, Inverness 

IV2 7PA
Kettering Thrapston Travelodge Budget hotels Rest of England Junction 13, A14 Eastbound, Thrapston 

NN14 4UR
Leeds Central Travelodge Budget hotels Rest of England Blayd’s Court, Blayd’s Yard Swinegate, 

Leeds LS1 4AD
Lincoln Thorpe on the Hill 

Travelodge
Budget hotels Rest of England A46 Newark/Lincoln Road, Thorpe on the Hill 

LN6 9AJ
Liverpool Docks Travelodge Budget hotels Rest of England Brunswick Dock, Sefton Street, Liverpool L3 

4BN
Medway M2 Travelodge Budget hotels Rest of England Moto Service Area, M2 Motorway, Rainham, 

Gillingham ME8 8PQ

Property Portfolio as at 9 March 2022 continued
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Property Portfolio Region Address

Values between £2-5 million (continued)
Milton Keynes Old Stratford 

Travelodge
Budget hotels Rest of England Towcester Road, Old Stratford, 

Milton Keynes MK19 6AQ
Newbury Tot Hill Travelodge Budget hotels Rest of England Tot Hill Services, A34 Newbury Bypass, 

Burghclere, Newbury RG20 9BX
Oxford Wheatley Travelodge Budget hotels Rest of England London Road, Wheatley, Oxford OX33 1JL
Perth Crie� Road Travelodge Budget hotels Scotland Crie� Road, Perth PH1 3JJ
Plymouth Derriford Travelodge Budget hotels Rest of England 8-9 Howeson Lane, Plymouth PL6 8BD
Reading M4 Eastbound Travelodge Budget hotels Rest of England Moto Service Area, Burghfield, 

Reading RG30 3UQ
Reading M4 Westbound 

Travelodge
Budget hotels Rest of England Moto Service Area, Burghfield, 

Reading RG30 3UQ
Reading Whitley Travelodge Budget hotels Rest of England 387 Basingstoke Road, Whitley, 

Reading RG2 0JE
Saltash Travelodge Budget hotels Rest of England Callington Road, Carkell, Saltash PL12 6LF
Slug & Lettuce, Farnham Leisure Rest of England 9–11 East Street, Farnham, GU9 7RX
Southampton Eastleigh Travelodge Budget hotels Rest of England Ham Farm, Twyford Road, Eastleigh SO50 4LF
Stoke Talke Travelodge Budget hotels Rest of England Newcastle Road, Talke, Stoke-on-Trent ST7 1UP
Stratford Alcester Travelodge Budget hotels Rest of England Oversley Mill, Alcester B49 6PQ
Swansea M4 Travelodge Budget hotels Wales Moto Service Area, M4 Motorway, Penllergaer, 

Swansea SA4 9GT
Towcester Silverstone Travelodge Budget hotels Rest of England A43 Towcester Bypass, Towcester NN12 6TQ
Warminster Travelodge Budget hotels Rest of England A36/A350 Bypass, Bath Road, 

Warminster BA12 7RU
Warrington Travelodge Budget hotels Rest of England Kendrick Street, Warrington WA1 1UZ
Warrington Lowton Travelodge Budget hotels Rest of England 322 Newton Road, Lowton, Warrington WA3 1HD
Widnes Travelodge Budget hotels Rest of England Fiddlers Ferry Road, Widnes WA8 0HA
William Gladstone, Liverpool Leisure Rest of England 18-20 North John Street, Liverpool L2 9RL
Worksop Travelodge Budget hotels Rest of England St Anne’s Drive, Worksop S80 3QD
Yates’s, Preston Leisure Rest of England 144 Church Street, Preston PR1 3AB
Yeovil Podimore Travelodge Budget hotels Rest of England Podimore Services, A303, Yeovil BA22 8JG
York Hull Road Travelodge Budget hotels Rest of England Hull Road, York YO10 3LF

In addition to the properties listed above, the Group owns a further 54 Budget Hotels (four in Scotland, one in Wales 
and the remainder in the Rest of England) and a further 11 pubs in the Leisure portfolio (one in London, one in Scotland 
and the remainder in the Rest of England), each of which is valued at less than £2 million.
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Five year summary

Net income summary
2021

£m
2020

£m
2019

£m
2018

£m
2017

£m

Revenue net of property costs* 107.0 96.6 120.7 114.4 95.2
Net finance costs (50.0) (49.9) (83.5) (54.5) (51.8)
Administrative expenses (15.2) (17.0) (22.1) (20.6) (29.5)
Property revaluations* 155.0 (143.0) 86.3 109.1 124.8
Profit on disposal of investment properties – – 53.1 0.2 –
Other 2.8 (0.3) (1.1) (1.1) (1.5)

IFRS profit/(loss) for the year 199.6 (113.7) 153.4 147.5 137.2
EPRA adjustments (143.5) 166.5 (98.7) (97.6) (112.1)

EPRA earnings 56.1 52.9 54.7 49.9 25.1
Non-EPRA adjustments 0.6 (41.4) (5.3) (5.6) 6.1

Adjusted EPRA earnings 56.7 11.5 49.4 44.3 31.2

* stated without the distorting e�ect of the Rent Smoothing Adjustments, which results in a reduction in gross rental 
income and gross profit while increasing property revaluations by the same amount in a given period

Net assets summary
2021

£m
2020

£m
2019

£m
2018

£m
2017

£m

Properties at independent external valuation 2,127.6 1,946.9 2,083.1 2,306.7 1,770.2
Net debt (718.3) (708.5) (663.6) (990.8) (878.5)
Other net liabilities (IFRS basis) (39.5) (16.9) (35.0) (34.3) (31.1)

IFRS net assets 1,369.8 1,221.5 1,384.5 1,281.6 860.6
Adjustment for deferred tax on German investment 

property revaluations 4.0 6.0 5.7 5.5 5.1
Fair value of interest rate derivatives 0.3 1.7 1.1 0.2 –

EPRA NTA 1,374.1 1,229.2 1,391.3 1,287.3 865.7

Summary of key performance indicators 2021 2020 2019 2018 2017

EPRA NTA per share 424.1p 379.3p 429.4p 398.7p 370.4p
Adjusted EPRA EPS 17.5p 3.5p 15.3p 14.7p 13.6p
Total Accounting Return 15.8% (8.0)% 11.8% 12.1% 18.7%
Total Shareholder Return 46.7% (27.3)% 19.4% 8.3% 18.7%
Net LTV Ratio 33.8% 36.4% 31.9% 43.0% 49.6%
Headroom on debt covenants before any 

preventative cash cure or remedial action:
Valuation headroom before tightest LTV default 

test is triggered 35% 32% 38% 32% 30%
Rent headroom before tightest interest cover 

default test is triggered 31% 29% 33% 32% 28%
Uncommitted Cash £159.9m £192.0m £234.2m £66.4m £60.6m
Weighted Average Unexpired Lease Term 30.0 years 20.2 years 21.0 years 20.9 years 22.2 years

Portfolio 2021 2020 2019 2018 2017

Number of properties 160 161 161 175 81

Annualised returns since listing: 
IRR to 31 December 2021
Total Accounting Return since 30 June 2014 15.4% p.a.
Total Shareholder Return from 174p issue 

price at listing 16.3% p.a.
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Adjusted EPRA EPS EPRA EPS adjusted to exclude non-cash items and non-recurring costs, calculated on 
the basis of the time-weighted number of shares in issue

AGM Annual General Meeting
CVA Company Voluntary Arrangement, a process under UK insolvency law which 

allows a company to reschedule its debts with the consent of a specified majority of 
its creditors

Dividend Cover Adjusted EPRA EPS divided by dividends per share
EPRA European Public Real Estate Association
EPRA EPS A measure of EPS designed by EPRA to present underlying earnings from core 

operating activities
EPRA Guidance The EPRA Best Practices Recommendations Guidelines October 2019
EPRA NTA A measure of NAV designed by EPRA to present the fair value of a company on a 

long term basis. For these purposes, the Group uses EPRA Net Tangible Assets as 
defined in the EPRA Guidance

EPS Earnings per share, calculated as the profit or loss for the period after tax attributable 
to shareholders of the Company divided by the weighted average number of shares 
in issue in the period

ERV Estimated Rental Value: the independent valuers' opinion of the open market rent 
which, on the date of valuation, could reasonably be expected to be obtained on a 
new letting or rent review of a property

IFRS International Financial Reporting Standards
Investment Adviser Prestbury Investment Partners Limited or, as the context requires, its predecessor 

Prestbury Investments LLP
Investment Advisory  

Agreement
The agreement between the Company (and its subsidiaries) and the Investment 
Adviser, key terms of which are set out on pages 204 to 221 of the Secondary Placing 
Disclosure Document as modified by the amendments to the basis of fee calculation 
set out in note 25b to the financial statements

Key Operating Asset An asset where the operations conducted from the property are integral to the 
tenant’s business

LTV Loan to value: the outstanding amount of a loan as a percentage of property value
Management Team Nick Leslau, Mike Brown, Tim Evans, Sandy Gumm and Ben Walford, who are 

directors of the Investment Adviser
NAV Net asset value
Net Initial Yield Annualised net rents on an investment property as a percentage of the investment 

property valuation, less purchaser’s costs
Net Loan To Value or Net LTV LTV calculated on the gross loan amount less cash balances
REIT Real Estate Investment Trust
Rent Smoothing Adjustments The adjustments required to recognise any mismatch between rent received in the 

income statement and cash rent received
Running Yield The anticipated Net Initial Yield at a future date, taking account of any rent reviews 

or other changes in rent in the intervening period
Secondary Placing Disclosure 

Document
The Secondary Placing Disclosure Document dated 14 March 2016 which is available in 
the Investor Centre of the Company’s website under “Circulars to Shareholders/2016”

Total Accounting Return The movement in EPRA NTA over a period plus dividends paid in the period, 
expressed as a percentage of the EPRA NTA at the start of the period

Total Shareholder Return The movement in share price over a period plus dividends paid in the period, 
expressed as a percentage of the share price at the start of the period

Uncommitted Cash Cash balances not subject to fixed charges in favour of lenders, net of any creditors 
or other cash commitments at the balance sheet date

Weighted Average Unexpired 
Lease Term

The term to the first tenant break or expiry of the leases in the portfolio, weighted by 
rental value before rent concessions, also referred to as WAULT

Glossary

 143

Governance

 Secure Income REIT Plc Annual Report 2021

Strategic  
Report

Additional 
Information

Financial  
StatementsGovernance

378



Company Information

Registered o�ce Cavendish House, 18 Cavendish Square, London W1G 0PJ

Directors Martin Moore, Non-Executive Chairman and Chairman of the ESG Committee
Mike Brown
Leslie Ferrar, Chairman of the Audit Committee
Sandy Gumm
Jonathan Lane, Chairman of the Nomination Committee
Nick Leslau
Ian Marcus, Senior Independent Director and Chairman of the Remuneration Committee

Company Secretary Sandy Gumm

Investment Adviser Prestbury Investment Partners Limited
Cavendish House, 18 Cavendish Square, London W1G 0PJ

Nominated Adviser and 
Broker

Stifel Nicolaus Europe Limited
150 Cheapside, London EC2V 6ET

Auditor BDO LLP
55 Baker Street, London W1U 7EU

Property valuers CBRE Limited 
Henrietta House, Henrietta Place, London W1G 0NB

Christie & Co
Whitefriars House, 6 Carmelite Street, London EC4Y 0BS

Derivative valuers Chatham Financial Europe Limited
12 St James’s Square, London SW1Y 4LB

Financial PR advisers FTI Consulting LLP 
200 Aldersgate, Aldersgate Street, London EC1A 4HD
Email: SecureIncomeREIT@FTIconsulting.com

Registrar Link Group
10th Floor, Central Square, 29 Wellington Street, Leeds LS1 4DL

Registrar’s helpline: 0371 664 0300
Calls are charged at the standard geographic rate and will vary by provider. 
Calls outside the United Kingdom will be charged at the applicable international rate. 
The helpline is open 9.00am - 5.30pm, Monday to Friday excluding public holidays in 
England and Wales

Registrar’s email: ShareholderEnquiries@LinkGroup.co.uk

Website www.SecureIncomeREIT.co.uk

Email Enquiries@SecureIncomeREIT.co.uk
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Important Notes

Forward looking information 
This document includes forward looking statements which are subject to risks and uncertainties. You are cautioned that 
forward looking statements are not guarantees of future performance and that if risks and uncertainties materialise, or if 
the assumptions underlying any of these statements prove incorrect, the actual results of operations and financial 
condition of the Group may di�er materially from those made in, or suggested by, the forward looking statements. 
Other than in accordance with its legal or regulatory obligations, the Company undertakes no obligation to review, 
update or confirm expectations or estimates or to release publicly any revisions to any forward looking statements to 
reflect events that occur or circumstances that arise after 9 March 2022.

Rounding of financial statements
The financial statements, including comparative amounts, and certain other figures in this document are presented in 
millions of pounds, rounded to one decimal place. Accordingly, figures shown in the same category presented in 
di�erent tables may vary slightly and figures shown as totals in certain tables may not be an arithmetic aggregation of 
the figures that precede them as a result of rounding.
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Explanatory Notes Accompanying the AGM Notice

The Company’s AGM notice appears on page 150. Details of how to appoint a proxy are outlined following the 
explanatory notes to the resolutions.

With a view to reducing the impact of the Company on the environment and bearing in mind that the majority of our 
shareholders already vote electronically, paperless proxy voting is the default option and you will not receive a hard 
copy form of proxy for the AGM in the post automatically. You may still request and submit a paper proxy form.

The default option for receipt of the annual report is electronic distribution and shareholders will be notified either by 
post or by email when it becomes available. Any shareholder who wishes to receive a hard copy report will still be able 
to do so, at no cost. We also encourage our shareholders to receive dividend payments by direct bank transfer to 
minimise the distribution of cheques.

To request a paper proxy form, a hard copy of the annual report or to change dividend payments to direct bank 
transfer, please contact the registrars using the contact details given on page 144.

Explanatory notes to the AGM resolutions
Resolutions 1 to 12 are ordinary resolutions. Resolutions 13 and 14 are special resolutions. Ordinary resolutions require a 
simple majority of votes cast to be in favour to be passed. For a special resolution to be passed, three quarters or more 
of the votes cast must be in favour. In either case, a vote marked ‘withheld’ will not count either as a vote for or as a vote 
against the resolution.

The Directors and Management Team and their related entities, who hold in aggregate 12.5% of the Company’s issued 
share capital, intend to vote in favour of all of the resolutions.

Resolution 1: approval of the report and accounts
This is an ordinary resolution proposing that the Company’s 2021 report and audited financial statements are approved. 
The report and financial statements have been approved by the Board, and the independent auditors have issued an 
unqualified audit opinion on them.

Resolution 2: approval of the Company’s dividend policy
As a UK REIT the Company is required to distribute at least 90% of its tax exempt income in order to maintain 
compliance with the REIT rules. A key part of the Company’s strategy is to provide shareholders with a secure and 
growing income stream by way of the dividends. 

The authority sought in resolution 2 is to allow the Board to pay the Company’s quarterly dividends as interim dividends. 
The alternative to this would be for the Company to pay three interim dividends during the year and for the last 
dividend relating to the financial year to be declared as a final dividend, subject to shareholder approval. As the 
shareholder approval process would delay the payment of one dividend each year, the Board considers that all 
dividends should be declared and paid as interim dividends. This is subject to shareholders confirming their satisfaction 
with this approach by voting on this ordinary resolution. 

Resolutions 3 to 9: reappointment of the Directors
While the Company’s articles of association require Directors to retire and o�er themselves for re-election every three 
years, the Board has decided that all Directors will stand for re-election annually, in line with the provisions of the UK 
Corporate Governance Code. Each appointment is dealt with in a separate resolution and brief details of the reasons for 
proposing each director’s reappointment are set out below.

All of these resolutions numbered 3 to 9 are ordinary resolutions.

Resolution 3: reappointment of Martin Moore
Martin Moore is the Chairman of the Company, Chairman of the ESG Committee and a member of the Remuneration 
Committee. He is independent of the Management Team. He is a Chartered Surveyor with a great depth of experience 
from over 40 years in the property sector, including direct experience of investing in long lease real estate during his 
time at M&G Real Estate. His biography is on page 46.
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Resolution 4: reappointment of Mike Brown
Mike Brown is a qualified surveyor with extensive experience within real estate funds and public companies from over 
37 years’ experience in real estate investing. He is Chief Executive of, and a shareholder in, the Investment Adviser and is 
therefore not an Independent Director. He is also a member of the Company’s ESG Committee and the Nomination 
Committee. His biography is on page 46.

Resolution 5: reappointment of Leslie Ferrar 
Leslie Ferrar is an Independent Director, Chairman of the Audit Committee and a member of the Remuneration and 
Nomination Committees. She is a qualified accountant of over 36 years’ standing and brings a wealth of financial 
reporting, tax and governance experience to the Board. Her biography is on page 46.

Resolution 6: reappointment of Sandy Gumm
Sandy Gumm qualified as an accountant in 1992 and has worked in real estate finance for over 27 years. She is Chief 
Operating O�cer of, and a shareholder in, the Investment Adviser and is therefore not an Independent Director. She 
also serves as the Company Secretary. Her biography is on page 46.

Resolution 7: reappointment of Jonathan Lane
Jonathan Lane is an Independent Director, Chairman of the Nomination Committee and a member of the Audit 
Committee. He has extensive experience in real estate capital markets, mergers and acquisitions, and financing 
transactions through his career of over 40 years as an investment banker, the majority of which has been in specialist 
real estate investment banking. His biography is on page 47.

Resolution 8: reappointment of Nick Leslau
Nick Leslau is a chartered surveyor with a very long and successful track record in UK real estate investment. He has 
been chief executive or chairman of a number of public and private real estate investment companies over the past 
34 years. As Chairman and the majority shareholder of the Investment Adviser, he is not an Independent Director. He is 
also a member of the Company’s Nomination Committee. His biography is on page 47.

Resolution 9: reappointment of Ian Marcus
Ian Marcus is the Company’s Senior Independent Director, Chairman of the Remuneration Committee and a member of 
the Audit Committee. Following a career of more than 30 years as an investment banker specialising in real estate 
markets, Ian also has a great deal of relevant experience through directorships and advisory positions in various real 
estate investment and financing businesses. His biography is on page 47.

Resolutions 10 and 11: reappointment of the auditors and Directors’ authority to agree their remuneration
These ordinary resolutions propose, separately, that BDO LLP be reappointed as auditors of the Company and that the 
Directors be authorised to fix their remuneration.

The Company’s Audit Committee is responsible for the assessment of the auditors’ performance and for reviewing 
their fee arrangements and their independence. The Audit Committee’s report on the auditors, including confirmation 
that the Committee has assessed the auditors’ performance, e�ectiveness and objectivity, is included at page 71 of 
this document.

Fees payable to the auditors in respect of the years ended 31 December 2021 and 2020 are disclosed in note 7 to the 
financial statements.
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Resolution 12: granting the Directors authority to allot shares in the Company
This resolution would, if passed, give the Directors a general authority to allot new shares up to a nominal value of 
£10,801,171, which is equal to approximately one-third of the issued share capital of the Company as at 9 March 2022, 
being the latest practicable date prior to the publication of this document.

The resolution will give the Directors additional authority to allot relevant securities in connection with a rights issue up 
to a further one-third of the issued share capital of the Company as at 9 March 2022, being the latest practicable date 
prior to the publication of this document, being an aggregate nominal amount of £10,801,171.

In total, the resolution will therefore allow the Directors to allot a maximum aggregate of two-thirds of the issued share 
capital of the Company.

This is an ordinary resolution and the authority will, if approved, remain in force until the conclusion of the Company’s 
next AGM or, if earlier, 31 August 2023.

Resolution 13: authority to make market purchases of the Company’s own shares
This special resolution proposes that the Company has the authority until the conclusion of the next AGM to buy its own 
shares on the market subject to the limitations set out in the resolution. The Company seeks this flexibility in the event 
that the Board concludes that shares can be purchased on the market on terms that are beneficial for the shareholders 
of the Company as a whole.

It is proposed that the authority is limited to 48,572,868 shares which amounts to 14.99% of the Company’s issued share 
capital as at 9 March 2022. Any shares purchased in this way cannot be purchased for less than their nominal value of 
10 pence per share, nor for more than the higher of:

(a) 5% above the average mid market quoted share price of the shares on the London Stock Exchange for the five days 
before any purchase; and 

(b) the higher of the price of the last independent trade of shares on the market and the current bid price from an 
independent bidder for a share.

This authority would expire at the conclusion of the Company’s next AGM.

Resolution 14: authority to issue shares without pre-emption in favour of existing shareholders
Other than as approved by shareholders in a general meeting, shares may only be issued for cash after first o�ering 
them to shareholders in proportion to their existing holdings – a process known as pre-emption.

The Board considers that in order to most e�ectively implement the Company’s investment strategy, it is in the interests 
of shareholders for the Company to have the authority to place shares for cash without pre-emption, subject to the 
limitations set out in the resolution. This limits the authority to 24.99% of the Company’s issued share capital as at 
9 March 2022, which would amount to 80,976,383 shares. Importantly, any shares issued under the authority proposed 
in this resolution may only be issued at or above the EPRA NTA per share of the Company. That is, shares issued under 
this authority will not be issued at a discount to EPRA NTA. This is considered appropriate as the Company’s investment 
strategy is one that will generally require an issue of shares to finance the acquisitions that are a fundamental part of the 
Company’s investment proposition.

This is a special resolution and, if passed, the authority would expire at the conclusion of the next AGM or, if earlier, on 
31 August 2023.

Appointment of a proxy online
Members may appoint a proxy online at www.SignalShares.com (the “Link Website”) by following the on-screen 
instructions, in particular at the “Proxy Voting” link, by no later than the deadline set out in note 4 of the notes to the 
AGM notice on page 152. In order to appoint a proxy using the Link Website, members will need to log into their Signal 
Shares account or register if they have not previously done so. To register, members will need to identify themselves 
with their Investor Code which is detailed on their share certificate or available from our Registrar, Link Group, via the 
contact details listed on page 144.

Shareholders are advised to read the terms and conditions relating to the use of this online facility on the Link website 
before appointing a proxy.

Explanatory Notes Accompanying the AGM Notice 
continued
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Appointment of a proxy using a paper form of proxy
The Company has opted for paperless proxy voting as the default option. However, you may request a hard copy form 
of proxy directly from our Registrar, Link Group, via the contact details listed on page 144.

To be e�ective, the completed and signed form of proxy must be lodged at PXS1, Link Group, 10th Floor, Central 
Square, 29 Wellington Street, Leeds LS1 4DL (together with any power of attorney or other authority under which it is 
signed or a notarially certified copy of such power or authority) by no later than the date set out in note 4 to the AGM 
notice on page 152.

To appoint more than one proxy using a hard copy form of proxy, you may photocopy the form of proxy. Please indicate 
the proxy holder’s name and the number of shares in relation to which they are authorised to act as your proxy (which, 
in aggregate, should not exceed the number of shares held by you). Please also indicate if the proxy instruction is one of 
multiple instructions being given. If possible, all forms should be returned together in the same envelope.

Appointment of a proxy through CREST
CREST members who wish to appoint and/or give instructions to a proxy or proxies through the CREST electronic 
proxy appointment service may do so for the AGM and any adjournment(s) thereof by using the procedures described 
in the CREST Manual and by logging on to the website www.euroclear.com. CREST personal members or other CREST 
sponsored members, and those CREST members who have appointed a voting service provider(s), should refer to their 
CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST 
message (the CREST Proxy Instruction) must be properly authenticated in accordance with Euroclear UK & Ireland 
Limited’s (“Euroclear”) specifications and must contain the information required for such instructions, as described in 
the CREST Manual. The message, regardless of whether it constitutes the appointment of a proxy or is an amendment 
to the instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received 
by Link Group (ID RA10) by no later than the deadline set out in note 4 of the notes to the AGM notice on page 152. For 
this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied to the message 
by the CREST Applications Host) from which Link Group is able to retrieve the message by enquiry to CREST in the 
manner prescribed by CREST. After this time, any change of instructions to proxies appointed through CREST should 
be communicated to the appointee through other means.

CREST members and, where applicable, their CREST sponsors or voting service providers should note that Euroclear 
does not make available special procedures in CREST for messages. Normal system timings and limitations will 
therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member 
concerned to take (or, if the CREST member is a CREST personal member or sponsored member or has appointed a 
voting service provider(s), to procure that his or her CREST sponsor or voting service provider(s) take(s)) such action as 
is necessary to ensure that a message is transmitted by means of the CREST system by any particular time. In this 
regard, CREST members and, where applicable, their CREST sponsors or voting service providers are referred in 
particular to those sections of the CREST Manual concerning practical limitations of the CREST system and timings. 
The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of 
the Uncertificated Securities Regulations 2001.
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Notice of Annual General Meeting

Secure Income REIT Plc
(the “Company”)

NOTICE is hereby given that the Annual General Meeting (“AGM”) of the shareholders of the Company will be held at 
Cavendish House, 18 Cavendish Square, London W1G 0PJ on 1 June 2022 at 9.30am to consider and, if thought fit, pass 
the following resolutions, which in the case of resolutions 1 to 12 will be proposed as ordinary resolutions and in the case 
of resolutions 13 and 14 will be proposed as special resolutions:

Ordinary resolutions:
1. To receive and approve the Strategic Report, the Directors’ Report and the Financial Statements of the Company for 

the year ended 31 December 2021 together with the report of the auditors thereon.
2. To authorise the Directors of the Company to declare and pay all dividends as interim dividends and for the last 

dividend referable to any financial year not to be categorised as a final dividend that would ordinarily be subject to 
shareholder approval.

3. To re-elect Martin Moore as a Director of the Company.
4. To re-elect Mike Brown as a Director of the Company.
5. To re-elect Leslie Ferrar as a Director of the Company.
6. To re-elect Sandy Gumm as a Director of the Company.
7. To re-elect Jonathan Lane as a Director of the Company.
8. To re-elect Nick Leslau as a Director of the Company.
9. To re-elect Ian Marcus as a Director of the Company.
10. To reappoint BDO LLP as the auditors until the conclusion of the next AGM.
11. That the Directors be authorised to fix the remuneration of the auditors.
12. That, in place of all existing authorities, the Directors be generally and unconditionally authorised in accordance with 

section 551 of the Companies Act 2006 (the “Act”) to allot:

 (a)  shares in the Company or grant rights to subscribe for or to convert any security into shares in the Company up 
to an aggregate nominal amount of £10,801,171; and, in addition

 (b)  equity securities of the Company (within the meaning of section 560 of the Act) in connection with an o�er of 
such securities by way of a rights issue up to an aggregate nominal amount of £10,801,171.

provided that this authority shall expire on 31 August 2023 or, if earlier, at the conclusion of the next AGM of the 
Company but, in each case, so that the Company may, before expiry of the authority, make an o�er or agreement which 
would or might require shares to be allotted or rights to subscribe for or convert securities into shares to be granted 
after its expiry and the Directors may allot shares or grant rights to subscribe for or convert securities into shares 
pursuant to such an o�er or agreement as if this authority had not expired.

For the purposes of this resolution 11, “rights issue” means an o�er to:

 (i)  ordinary shareholders on the register on a record date fixed by the Directors in proportion (as nearly as may be 
practicable) to the respective number of shares held by them; and

 (ii)  holders of other equity securities if this is required by the rights of those securities or, if the Directors consider it 
necessary, as permitted by the rights of those securities,

to subscribe for further securities by means of the issue of a renounceable letter (or other negotiable document) which 
may be traded for a period before payment for the securities is due, but subject in both cases to such exclusions or 
other arrangements as the Directors may deem necessary or expedient in relation to treasury shares, fractional 
entitlements, record dates or legal, regulatory or practical problems in, or under the laws of, any territory, the 
requirements of any recognised regulatory body or stock exchange or any other matter.
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Special resolutions:
13. That the Company be generally and unconditionally authorised to make market purchases (within the meaning of 

section 693(4) of the Act) of ordinary shares of 10 pence each in the capital of the Company (“Ordinary Shares”) on 
such terms as the Directors think fit, and where such shares are held as treasury shares, the Company may use them 
for the purposes set out in Section 727 of the Act, provided that:

 (a)  the maximum number of Ordinary Shares hereby authorised to be purchased is 48,572,868 shares;
 (b)  the minimum price, exclusive of any expenses, which may be paid for an Ordinary Share is 10 pence;
 (c)  the maximum price, exclusive of any expenses, which may be paid for each Ordinary Share is an amount equal 

to the higher of: (a) 105% of the average of the middle market quotations for an Ordinary Share, as derived 
from the London Stock Exchange Daily O�cial List, for the five business days immediately preceding the day 
on which the Ordinary Share is purchased; and (b) an amount equal to the higher of the price of the last 
independent trade of an Ordinary Share and the highest current independent bid for an Ordinary Share on the 
London Stock Exchange; and

 (d)  the authority hereby conferred shall, unless previously revoked or varied, expire at the conclusion of the next 
AGM of the Company (except in relation to the purchase of Ordinary Shares the contract for which was 
concluded before the expiry of this authority and which will or may be executed wholly or partly after such 
expiry).

14. That, subject to the passing of resolution 11 and in place of all existing authorities, the Directors be and are hereby 
empowered pursuant to section 570 of the Act to allot equity securities (within the meaning of section 560 of the 
Act) for cash, pursuant to the authority granted to them by resolution 11, and/or to sell equity securities held by the 
Company as treasury shares, in each case as if section 561 of the Act (existing shareholders’ rights of pre-emption) 
did not apply, such power to be limited to the allotment of equity securities or sale of treasury shares up to an 
aggregate nominal amount of £8,097,638 and provided that the issue price in respect of any Ordinary Shares issued 
pursuant to this authority shall not be less than the consolidated EPRA NTA per Ordinary Share. This authority shall 
expire at the conclusion of the next AGM of the Company or, if earlier, at the close of business on 31 August 2023 
but, in each case, before such expiry the Company may make o�ers and enter into agreements which would or 
might require equity securities to be allotted (and equity securities held in treasury to be sold) after the authority 
expires and the Directors may allot equity securities (and sell equity securities held in treasury) pursuant to any such 
o�er or agreement as if this authority had not expired.

Disclosure exemptions available in FRS102 
In preparing the Company’s financial statements, advantage has been taken of the disclosure exemptions available in 
FRS 102. The Company intends to continue to use these disclosure exemptions in drawing up the financial statements 
for the year ending 31 December 2022 unless objections are received from shareholders holding more than 5% of the 
shares in total.

By order of the Board

Sandy Gumm
Company Secretary
9 March 2022
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Notes to the Notice of Annual General Meeting

Eligibility to vote
1. To be entitled to attend and vote at the AGM (and for the purpose of the determination by the Company of the 

number of votes they may cast), shareholders must be registered in the register of members of the Company at 
close of trading on 30 May 2022. Changes to the register of members after that date shall be disregarded in 
determining the rights of any person to attend and vote at the AGM.

Appointing a proxy
2. Every shareholder has the right to appoint some other person(s) of their choice, who need not be a shareholder, as 

proxy to exercise all or any of their rights to attend, speak and vote on their behalf at the AGM. A shareholder may 
appoint more than one proxy in relation to the AGM provided that each proxy is appointed to exercise the rights 
attached to a di�erent ordinary share or ordinary shares held by that shareholder.

3. In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the 
appointment submitted by the most senior holder will be accepted. Seniority is determined by the order in which the 
names of the joint holders appear in the Company’s register of members in respect of the joint holding (the first 
named being the most senior).

4. In order to be valid, a proxy appointment must be returned by one of the following methods:
• By completing it online using Link Group’s Signal Share portal service at www.SignalShares.com, following the 

instructions on screen and noting that you will need to select the Company and identify yourself with your 
personal Investor Code; if you have not previously registered for an account, you will need your Investor Code 
which is shown on your share certificate or, alternatively, available from the Registrar, Link Group, whose contact 
details appear on page 144.

•   In hard copy form by post to Link Group, PXS 1, Link Group, Central Square, 29 Wellington Street, Leeds, LS1 4DL; 
you may also deliver a hard copy form of proxy to that address by courier or by hand during usual business hours; 
to request a hard copy form of proxy, please contact the Registrar, Link Group, directly by phoning 0371 664 0300 
(calls are charged at the standard geographic rate and will vary by provider; calls from outside the United 
Kingdom will be charged at the applicable international rate; and lines are open between 09:00 and 17:30, Monday 
to Friday excluding public holidays in England and Wales).

•   In the case of CREST members, by utilising the CREST electronic proxy appointment service in accordance with 
the procedures set out on page 149.

5. In order for a proxy appointment to be valid, it must be completed and be received by the Registrar, Link Group, by 
9:30 a.m. on 30 May 2022.

6. If you return more than one proxy appointment, either by paper or electronic communication, the appointment 
received last by the Registrar before the latest time for the receipt of proxies will take precedence.

7. A vote “withheld” is not a vote in law and will not be counted in the calculation of the proportion of votes “for” and 
“against” a resolution. If no voting indication is given, your proxy will vote or abstain from voting at their discretion. 
Your proxy will vote or abstain from voting as they think fit in relation to any other matter that is put before the AGM.

Attending in person after voting by proxy
8. The completion and return of a paper proxy form, electronic filing or any CREST proxy instruction will not prevent 

you from attending in person and voting at the AGM should you decide to do so. If you attend the AGM in person, 
your proxy appointment will be terminated automatically.

Corporate shareholders
9. Any corporation which is a shareholder can appoint one or more corporate representatives who may exercise on its 

behalf all of its powers as a shareholder, provided that they do not do so in relation to the same shares.

Total voting rights
10. As at 9 March 2022 (being the latest practicable day prior to the publication of this Notice), the Company’s ordinary 

issued share capital consists of 324,035,146 ordinary shares carrying one vote each. The total voting rights in the 
company at 9 March 2022 are 324,035,146.

Questions at the meeting
11. During the meeting there will be an opportunity for shareholders, proxies or corporate representatives to ask 

questions relevant to the business of the meeting.
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London W1G 0PJ 
 
Website 
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Secure Income REIT Plc is a specialist UK REIT, investing in real estate assets that provide  
long term rental income with upwards only inflation protection.

Aside from the immense tragedy of the loss of life and the disruption caused to individuals  
and businesses worldwide, the Covid-19 pandemic has created significant challenges for  
our leisure and hospitality tenants. The combination of the Company’s robust balance sheet, 
strong liquidity and experienced Management Team has enabled us to support those of  
our tenants that su�ered the sudden closure of their businesses, and therefore to aid the 
expected resumption of their strong performance track records once the e�ects of the 
pandemic diminish. Ultimately, this should position the Company to regain its own strong 
growth trajectory.

Despite the interruption from the exceptional impact of the pandemic, the Company  
has continued to pay quarterly dividends throughout the year and has delivered a  
Total Accounting Return IRR of 15.3% p.a. over the six and a half years since listing and  
a Total Shareholder Return IRR of 12.8% p.a. over the same period. This compares with  
the equivalent for the FTSE EPRA NAREIT UK Index over the same period of 2.8% p.a.

The Company has £1.95 billion of gross property assets, £1.2 billion of net assets, £192 million  
of uncommitted and unfettered cash, structurally protected non-recourse debt, and very long 
leases on Key Operating Assets in defensive sectors and which are di�cult to replicate. The 
approval and rapid rollout of vaccines in the UK and elsewhere are cause for cautious optimism 
that life will soon start to return to normal and allow our leisure and hospitality tenants to be 
able to resume trading. The Management Team invested a further £5.8 million of cash in  
their interests in SIR during the year and holds a 12.4% interest in the business, amounting to 
£152 million at 31 December 2020 EPRA NTA. The team remains energised, committed and 
aligned with all shareholders.

394



2 Secure Income REIT Plc Annual Report 2020

Highlights

 

Balance sheet and portfolio
31 December  

2020
30 June  

2020
31 December  

2019

Properties at independent valuation £1,946.9m £1,958.7m £2,083.1m
Net assets £1,221.5m £1,244.1m £1,384.5m
EPRA NTA £1,229.2m £1,252.0m £1,391.3m
EPRA NTA per share 379.3p 386.4p 429.4p
Uncommitted Cash £192.0m £219.6m £234.2m
Net Loan To Value ratio 36.4% 35.3% 31.9%
Annualised passing rent before Covid-19 concessions £113.3m £111.8m £110.7m
Topped Up Net Initial Yield 5.42% 5.32% 4.95%
Running Yield by January 2022(1) 5.58% 5.58% 5.25%
Weighted Average Unexpired Lease Term 20.2 years 20.8 years 21.0 years

(1) Using independent external valuers’ RPI estimates averaging 2.5% (June 2020: 2.5%; December 2019: 2.6%)

Earnings and returns

Year to  
31 December 

2020

Year to 
31 December 

2019

Adjusted EPRA earnings per share:
Like for like rent net of all costs and tax, before rent concessions 14.0p 13.6p
Temporary rent concessions on a cash basis (10.5)p –

Like for like rents net of all costs and tax 3.5p 13.6p
Rent net of interest for properties sold in 2019 – 1.7p

Adjusted EPRA EPS 3.5p 15.3p

IFRS Earnings per share:
Like for like rent net of costs and tax, before revaluations and rent concessions 16.6p 16.3p
IFRS impact of temporary rent concessions, spread over lease terms (0.3)p –

IFRS like for like rent net of costs and tax, before revaluations 16.3p 16.3p
Rent net of interest and profit on disposal of Hospitals sold in 2019 – 9.4p
Property revaluations (51.4)p 23.4p
Incentive fee – (1.6)p

IFRS EPS (35.1)p 47.5p

Dividends per share 15.7p 16.3p
Total Accounting Return (8.0)% 11.7%
Latest dividend per share annualised (% of EPRA NTA) 3.8% 3.9%
Latest dividend per share annualised (% of 31 Dec 2020 share price) 4.9% 3.9%
Total Accounting Return over 30 June 2014 EPRA NTA (IRR) 15.3% p.a.
Total Shareholder Return IRR over issue price at listing 12.8% p.a.

All capitalised terms are defined in the glossary on page 142.
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• EPRA NTA of £1.2 billion; 379.3 pence per share:
 – 59.3 pence per share (15.8% of EPRA NTA) in unfettered cash plus 0.5p in other net assets
 – 125.3 pence per share (33.0%) in Healthcare 
 – 112.8 pence per share (29.7%) in Leisure 
 – 81.4 pence per share (21.5%) in Budget Hotels 

• Overall portfolio valuation down 6.5% to £1.95 billion in the year:
 – 91% of the total decline was reflected in the June 2020 valuations, with the balance 

representing a modest decline of 0.6% in gross property values in the second half of the year
 – Healthcare asset valuations up by 2.8%
 – Budget Hotel valuations accounted for 69% of the net value decline, falling by 20.3%  

following Travelodge’s CVA but remaining stable since 30 June 2020
 – Leisure asset valuations down by 6.9%

• The Group’s 20.2 year Weighted Average Unexpired Lease Term remains one of the longest  
in the UK quoted real estate sector

• Net LTV of 36.4% up from 31.9% at the start of the year and 35.3% at 30 June 2020:
 – debt in six structurally separate non-recourse debt facilities 
 – appropriate levels of headroom over financial covenants remain in place

• Adjusted EPRA EPS of 3.5 pence per share after the full earnings impact of the temporary  
rent concessions granted to our Leisure and Budget Hotels tenants, reflected in this measure  
on a cash flow basis
 – Total impact of concessions on Adjusted EPRA Earnings in 2020 of £34.0 million  

(10.5 pence per share)
 – Travelodge rents reduced by a total of £23.4 million from 1 April 2020 to 31 December 2021,  

of which £14.5 million relates to cash flows in the year to 31 December 2020
 – Merlin rents of £17.8 million (£17.7 million at the year end exchange rate) for June and 

September 2020 were deferred for collection in September 2021; rental cash flows  
returned to their previously contracted levels with e�ect from the December 2020 quarter 

 – Stonegate pubs were granted a six month rent free period of £1.1 million from April to 
September 2020 in exchange for strengthened lease alienation provisions and lease 
extensions to a 25.0 year term, up from 19.6 years at that time 

 – From January 2021 cash rents receivable amount to 92% of total contractual rents  
before concessions and under current arrangements, will revert to 100% of their  
originally contracted levels within ten months

 – The expected impact of concessions on 2021 cash flow and Adjusted EPRA Earnings is  
a reduction in Travelodge rents of £8.9 million and the expected receipt of £17.7 million  
of deferred rent from Merlin, resulting in a net positive impact of £8.8 million  
(2.7 pence per share)

• Rent collections have remained strong with only 0.3% of passing rents after concessions  
in arrears at 31 December, all of which were collected after the year end 

• Dividend payments were maintained throughout 2020 and since the year end

• Neither the Company nor the Investment Adviser has requested or utilised any form  
of Covid-19 Government support

• The Management Team’s shareholding is the largest by value amongst UK REITs,  
underpinning very strong alignment with all shareholders:
 – Management’s 12.4% stake is worth £152.3 million at 31 December 2020 EPRA NTA
 – Every member of the Management Team has a personally significant investment in 

the business
 – During the year the Management Team invested a further £5.8 million of cash in  

their interests in the Company
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Chairman’s Statement

Dear Shareholder,
Following a year dominated by a devastating human toll and by extraordinary stresses on so many businesses around 
the world arising from the Covid-19 pandemic, progress with the rollout of vaccines gives us cause for cautious 
optimism and more confidence in assessing the outlook for the Company than when we reported our interim results  
six months ago. The pandemic has presented significant challenges to our leisure and hospitality tenants, but the 
Company’s robust balance sheet, strong liquidity and experienced Management Team have enabled us to support  
those of our tenants that su�ered the sudden closure of their businesses, to aid the resumption of their strong 
performance track records once the e�ects of the pandemic diminish and, as a result, to position the Company  
to regain its own strong growth trajectory.

The Company was established six and a half years ago to deliver attractive returns over the long term. Even with the 
interruption of the exceptional events of 2020, the Company has delivered a Total Accounting Return IRR of 15.3% p.a. 
since listing, a Total Shareholder Return IRR of 12.8% p.a. over the same period and has maintained its core dividend 
payments throughout the turbulence of the pandemic disruption. This compares with the equivalent for the FTSE EPRA 
NAREIT Index of 2.8% p.a. over the same period. The Company has ended 2020 with a robust balance sheet with  
£1.2 billion of net assets, £192.0 million of uncommitted and unfettered cash, structurally protected non-recourse  
debt and very long leases which are very di�cult to replicate.

Results and financial position
The impact of the pandemic has meant that Group EPRA NTA per share, disappointingly, declined by 50.1 pence per 
share ending the year at 379.3 pence. Dividends paid in the year of 15.7 pence per share result in the Total Accounting 
Return of negative 34.4 pence per share or negative 8.0% in the year.

IFRS Net Assets EPRA NTA

£m
Pence per 

share £m
Pence per 

share

1 January 2020 1,384.5 428.8 1,391.3 429.4
Investment property revaluation (166.6) (51.4) (142.5) (44.0)
Other retained earnings 54.4 15.3 31.2 9.6
Dividends paid (50.8) (15.7) (50.8) (15.7)

31 December 2020 1,221.5 377.0 1,229.2 379.3

Property values decreased over the year by a net 6.5%. Of the total decline, 91% was reported in the six months ended 
30 June 2020, with the fall since then limited to a further 0.6% of gross property values. 69% of the net fall in valuation 
over the year was accounted for by the decline in the value of the Budget Hotels portfolio at the half year, following 
Travelodge’s Company Voluntary Arrangement in June 2020.

Contractual passing rent grew by 2.0% across the portfolio at constant currency and by 2.3% overall, following rent 
reviews on 77% of total portfolio income. The blended Topped Up Net Initial Yield on the portfolio was 5.42%  
at 31 December 2020 compared with 5.32% at 30 June 2020 and 4.95% at the start of the year. The Investment  
Adviser reports on the valuation movements and changes in rental income over the year in detail in its report  
on the following pages.

“While we recognise that the last twelve months have negatively 
impacted short term returns for many investors, the performance of 
the business over the medium to longer term and its prospects over 
similar time scales remain the principal focus of the Management 
Team and Board. As economies and businesses hopefully emerge 
from these di�cult circumstances, we believe that as and when 
pandemic restrictions are relaxed the bounce back in economic 
activity in the leisure and hospitality sectors will be significant and 
SIR’s assets and tenants are well positioned to be early beneficiaries 
of any recovery. After a challenging period we are excited about 
opportunities for the business.” 
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Chairman’s Statement continued

Results and financial position continued

IFRS EPS Adjusted EPRA EPS
2020

Pence per 
share

2019
Pence per 

share

2020
Pence per 

share

2019
Pence per 

share

Like for like net rent after all costs tax, and before rent concessions  
and revaluations 16.6 16.3 14.0 13.6

Rent concessions (0.3) – (10.5) –

Like for like net rent after of all costs tax, and before revaluations 16.3 16.3 3.5 13.6
Rent net of interest for hospitals sold in 2019 – 2.1 – 1.7
Profit on sale of hospitals – 7.3 – –
Property revaluations (51.4) 23.4 – –
Incentive fee – (1.6) – –

Earnings per share (35.1) 47.5 3.5 15.3

The Group’s EPS measured on an IFRS basis without the industry standard EPRA adjustments includes the property 
revaluations and also the profit on the sale of the hospitals in 2019, resulting in a swing from positive to negative 
earnings compared to last year. The Group’s Adjusted EPRA EPS, which excludes the impact of property revaluations 
and profits on property sales, was 3.5 pence per share for the year, against 15.3 pence per share reported for 2019. In 
our Adjusted EPRA EPS we eliminate the spreading of the rent concessions which is required by IFRS, instead reporting 
to you our earnings on a basis that reflects the cash flow impact of these concessions over the limited period over 
which they apply which is a 10.5 pence per share reduction in earnings in 2020. On this adjusted basis, the impact of the 
rent concessions is at its greatest in the 2020 financial year. Since the end of 2020, annualised rent receivable after rent 
concessions has increased by £5.8 million as a result of the increase in the Travelodge rents for the 2021 calendar year 
and the expectation is that 2022 will see a return in full to the originally contracted rent profiles.

In our interim results announcement, we reported that at 30 June 2020 the Company’s shares stood at a 30% discount 
to EPRA NTA. At 31 December 2020, with the shares having closed at 300.0 pence per share the discount was 21%.  
On 9 March 2021 the discount had further narrowed to 6.7% at the closing price of 354.0 pence per share. The Board 
regularly examines options for managing any persistent share price discount including the risks and benefits of buying 
in the Company’s shares with the aim of eliminating the share price discount while enhancing net asset value per share. 
To date, our conclusion has been that any positive impact would be marginal without allocating a substantial proportion 
of the Company’s liquidity bu�er to a share buy back, and that the resultant increase in Net LTV and reduction in the 
options available to the Company to deploy surplus cash for opportunities or liability management would outweigh the 
potential benefits. This remains under very regular review and re-assessment. However, we note that during 2020 the 
Board and Management Team invested £0.6 million in shares purchased on the market and the Management Team 
invested a further £5.3 million of cash in their interests in the Company through buying out a retiring non-executive 
director in the management company. The team remains energised, committed and aligned with all shareholders.

Outlook
The Government’s road map envisions the reopening of outdoor visitor attractions from mid-April, followed by indoor 
activity in most hospitality assets permitted from mid-May, with the caveat that these dates are not cast in stone. The 
expectation that the rollout of vaccinations to the entire UK adult population by the middle of this year provides much 
stronger foundations for an enduring release from the impact of the pandemic. The capital markets reflect this view, 
pricing in a strong recovery in both the publicly traded equity and debt of many companies in the leisure and hospitality 
sectors. While many of our leisure and hospitality assets have been closed for an extended period, 78 of our 123 hotels 
are already open, serving those unable to work from home. But we expect clear benefits for our leisure, hotels and pubs 
tenants from the easing of restrictions anticipated in May. In the meantime, our healthcare assets have proved very 
resilient and remain in strong demand, further underpinned by an NHS tender valued at £10 billion over four years  
to the independent hospital sector to try to clear the backlog of procedures.
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The pandemic has created a recession unlike any other with its economic e�ects felt very unevenly – devastating for  
a minority but leaving a surprising number financially untroubled. Lockdown restrictions have pushed up household 
savings ratios to record levels, creating high levels of enforced savings in the UK which provide the means to 
accompany the natural desire to make the most of leisure and hospitality when it reopens. In tandem, the 
unprecedented size and nature of Government financial support has driven down interest rates to record lows and 
unleashed a surge of liquidity seeking a suitable investment home – a home that may soon require inflation protection. 
Highly expansionary monetary policy has seen the Bank of England continue to increase its quantitative easing 
programme to a level over four times higher than after the Great Financial Crisis. With debt levels hitting unprecedented 
heights the Government has a strong incentive to manage its cost and deflate its value by letting inflation run above 
interest rates. Unfortunately, the other side of the same coin is the prospect of a protracted period of negative real 
interest rates which would pose a challenge for savers. This is where REITs with long-dated inflation linked leases can 
prove their worth, delivering healthy dividend yields and inflation protection. 

Unfortunately, the pandemic has disrupted the businesses of our leisure and hospitality tenants but there are 
increasingly good grounds to believe that this will prove temporary. Theme parks and budget hotels typically recover 
quickly from any economic downturn and we were encouraged by the speed with which their trade began to rebuild 
last summer after the first lockdown. It is still possible that there will be further bumps along the road, however, and  
we consider it prudent to continue to hold high levels of cash as a shock absorber. The Management Team has a 
long-established track record of delivering strong performance in public markets and rarely have their property  
vehicles traded at a persistent discount to net asset value. We remain committed to ensuring that the share price 
reflects the prospects of our business and the resumption of its growth trajectory.

Martin Moore
Chairman
10 March 2021

Alton Towers Travelodge Leicester Hinckley Road

400



8 Secure Income REIT Plc Annual Report 2020

Prestbury Investment Partners Limited, investment adviser to Secure Income REIT Plc, presents this report on the 
operations of the Group for the year ended 31 December 2020. Capitalised terms within this report are explained  
in the glossary that follows the financial statements.

Our Management Team together owns 12.4% of the Company, worth £152.3 million at 31 December 2020 EPRA NTA, 
making ours the largest management holding by value of any UK REIT. Every member of the team holds a personally 
significant investment in Secure Income REIT. We believe that this aligns our interests very strongly with those of all 
shareholders and motivates us to work hard to deliver attractive risk adjusted returns for all shareholders over the 
medium to long term.

Secure Income REIT was created to provide attractive long term returns. The reporting cycle of half year and annual 
results necessarily focuses on those discrete six-monthly periods and we appreciate the relevance of short term 
performance for many investors. However, the performance of the business over the medium to longer term and its 
prospects over similar timescales remains the principal focus of the Management Team and Board, as we consider  
that this leads to better decision making and therefore better outcomes in the long run.

In this report, we aim to explain the fundamentals of the business, the unique characteristics underlying the property 
portfolio including the key terms of the leases and the important features of the tenant operations that stand behind  
the lease obligations and therefore underpin the value of this Company. Our assessment of the tenant operations this 
year is focussed in large part on the impact of the Covid-19 pandemic, but we also look to their past performance and 
the medium and longer term prospects for their businesses and their potential impact upon the Group.

The performance of the Company since the onset of the pandemic breaks a long track record of strong performance 
year on year and in each reporting period. However, as we emerge from the pandemic the reasons for investing in the 
Company set out in our explanation of the business model remain as valid as they have been since it listed in 2014.

The business model
The Company is a UK REIT specialising in real estate assets that provide long term rental income with inflation 
protection. The business is financed with leverage considered by the Board to be appropriate to asset specific and 
wider market risks, with significant in-built protections intended to enhance returns for shareholders without taking 
undue borrowing risk.

The Board exercises strict asset selection and stress testing criteria for acquisitions with a view to delivering income 
streams that are not just long, but also secure and predictable. The Board seeks to build on the Company’s existing, 
high quality portfolio by only sourcing assets let on long leases to businesses of appropriate financial strength or 
backing by residual asset value, and with inflation protected rental streams whether by way of fixed uplifts or  
inflation linked reviews. Acquisitions should be accretive to shareholder returns and meet the following criteria:

i) the properties should be Key Operating Assets: assets that are essential for the tenant to carry out their business  
and generate earnings, and which the tenant is therefore significantly more motivated to invest in and to retain in 
order to continue to generate earnings;

ii) the relevant businesses should be in sectors which are likely to be more resilient to disruption from technology, 
including the internet, to economic downturn or other threats to their sustainability including climate risk; and

iii) the properties should have high barriers to entry, making them di�cult to replace whether by way of the costs of 
acquiring and developing the assets in question (for example, the significant investment and planning challenges 
required to create a theme park or hospital), of building the networks and brand investments that underpin the 
operations of a business (for example, the nationwide coverage of the Budget Hotels portfolio and its 81 year old 
brand) or in some cases, such as the Budget Hotels portfolio, where assets are held by the Company at a significant 
discount to replacement cost.

By meeting these tests, the Board considers that tenants should be more likely to renew or extend their leases and  
to continue to invest in the assets, transferring the burden of obsolescence from the owner to the occupier and thus 
preserving value for the Company’s shareholders.

Investment Adviser’s Report
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While any investment is required to have a Weighted Average Unexpired Lease Term of 15 years or more at the time of 
acquisition, income longevity alone is not enough. When we and the Board consider how sustainable the rental income 
is likely to be, we evaluate various aspects of income security including:

i) protections at site level, such as the profitability of a given site enhancing its attractiveness to the incumbent and 
alternative operators, high residual value and alternative use value;

ii) protections relating to the tenants, including financial strength, the sustainability of their business models, the 
strength of any restrictions relating to lease assignability and the spread of tenant operations, whether that is  
by segment or geography; and

iii) protections a�orded by any lease guarantor in addition to the direct tenant, including its financial strength and 
spread of operations which add to those at site and tenant level.

Financing the assets that meet these criteria with a combination of equity and appropriately structured debt means that 
returns to shareholders can be enhanced in a way that properly reflects risk. To date all credit facilities have been strictly 
non-recourse secured credit facilities where the equity at risk is limited to the net assets within ring-fenced subgroups. 
There are currently six such subgroups which are self-contained, with no cross-default provisions between them. In all 
cases, substantial financial covenant headroom was negotiated into the credit agreements at the outset together with 
appropriate cure rights where cash can be diverted to a security group to maintain covenant compliance if that 
becomes necessary. As new investments are acquired or existing facilities refinanced, or if debt market conditions 
change, the appropriateness of the financing structure is kept under review in order to deliver well priced borrowings 
while protecting shareholders’ equity. We recognise that the additional protections can increase the cost of debt and 
that trade-o� is evaluated relative to the risks in the specific assets and in the debt structure. Where equity is raised to 
finance acquisitions, the Board has undertaken that share issues will be at or above net asset value in order to protect 
against dilution of shareholder returns.

With the Group’s debt costs largely fixed and its running costs predominantly represented by the advisory fee which  
is a simple calculation on a reducing scale relative to net asset value (further explained in note 25c to the financial 
statements), the medium to long term prospects for shareholder returns on the basis of a small number of simple 
assumptions are largely predictable and transparent.

The portfolio 
The Group held 161 properties at 31 December 2020 with contracted annual passing rent before Covid-related 
concessions of £113.3 million and a very long Weighted Average Unexpired Lease Term of 20.2 years without break. 
Movements in the independent property valuations and passing rents together with the key terms of leases are set out 
in the following sections. First though, we set out the Covid-related temporary concessions granted, as these have had 
a significant impact on the results of the Group for the year and its financial position at 31 December 2020.

Covid-19 tenant support provided
The Covid-19 pandemic presented a great many businesses globally with major challenges, most particularly in the 
hospitality and leisure sectors, and this Company and its tenants have not gone unscathed from the impact of the 
lockdowns in the UK and elsewhere. The resilience of this Company and that of our tenants has certainly been tested, 
but all have thus far proved to be able to withstand these extraordinary events.

As reported in the 30 June 2020 interim results, the sudden forced closure of all of the Group’s leisure and hospitality 
assets and the majority of its Budget Hotels created immediate operational and liquidity pressures on certain tenants. 
As a result, the Company granted rent concessions, tailored in each case to provide the breathing space needed to 
assist our tenants with the recovery of their businesses and in so doing to support the Company’s return to its own 
growth trajectory. Under current arrangements all rents are contracted to revert to the levels set out in the original  
lease terms by January 2022 at the latest. No rent reductions have been granted with enduring e�ect on cash flows 
after January 2022.

Concessions agreed prior to 30 June 2020 and disclosed in the June 2020 interim results
• Merlin Entertainments Limited took prudent action in April 2020 to significantly bolster its liquidity position, and part 

of the package of measures was an open and constructive discussion and then agreement with the Company (and  
a number of its other landlords) to reschedule certain rental payments. Deferrals of quarterly rents due in June 2020 
and September 2020 amounting in total to £17.8 million (£17.7 million at the year end exchange rate) were agreed 
with the Company. The deferred rent is receivable in September 2021. Rents reverted to their originally contracted 
payment schedule from the December quarter and that rent was received in full when due.
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Covid-19 tenant support provided continued
• In direct response to the pandemic and having had to close almost all of its over 570-strong hotel network in March 

2020, Travelodge launched a Company Voluntary Arrangement (“CVA”) which was approved by its creditors in June 
2020. As a result, rent of £14.5 million was foregone by the Group in the 2020 financial year (including £0.2 million of 
the rental uplifts that took e�ect during the year). The annualised cash rents receivable from Travelodge increased  
by £5.6 million with e�ect from January 2021 and will return to their original contractual levels and terms in January 
2022. At that point, the uplifts from the RPI-linked rent reviews that would have been receivable in the concession 
period will also become due. Certain other lease variations were also agreed as part of the CVA including the 
payment of the majority of rents monthly rather than quarterly during the concession period.

 Unusually for a CVA, Travelodge did not use the process to exit any of its leases, preferring to keep as much of  
its estate intact as possible, demonstrating the value of maintaining a national network with sophisticated yield 
management systems and perhaps a reflection of the fact that the business had been performing well before the 
pandemic, with a strong five year track record of profits growth and sector outperformance in its key metric of 
revenue per available room.

• A six month rent free period, reducing rent by £1.1 million, was agreed in respect of the Stonegate pubs portfolio from 
April 2020 in consideration for extending lease terms from 19.6 to 25.0 years and strengthening the lease alienation 
clauses. The rent free period ended in September 2020 and rents have reverted to their originally contracted level 
since then.

Concessions agreed subsequent to the 30 June 2020 interim results announcement
Rent concessions granted since the interim results announcement relate only to changes in the timing of rental receipts 
for limited periods, with the amounts receivable over the relevant lease terms unchanged. The following changes were 
agreed between 1 July and 31 December 2020:

• The Board agreed with Travelodge that any rents that were still receivable on a quarterly payment schedule following 
the CVA, totalling £0.8 million for the quarter, would instead be receivable in monthly instalments between January 
and March 2021 before reverting to their originally contracted quarterly payment schedule in April 2021.

• Quarterly rents of £0.8 million receivable in respect of the Brewery on Chiswell Street in each of September 2020, 
December 2020 and March 2021 are instead receivable in equal instalments, monthly in advance.

• A deferral totalling £0.1 million of rent from TeamSport, a tenant at Manchester Arena, for the period from May to 
September 2020, was agreed. The amount will instead be receivable in equal monthly instalments over 18 months 
commencing in January 2021.

The Company has experienced very low levels of arrears of rent, as demonstrated by the rent collection statistics 
presented later in this report. No further concessions have been granted since 31 December 2020.

Earnings and cash flow impact of concessions
The impact of rent concessions on Adjusted EPRA EPS for the 2020 financial year is a reduction of £33.3 million in  
rent plus costs of £0.7 million, amounting to 10.5 pence per share in total. Assuming that there are no changes in the 
composition of the portfolio or further variations to any of the leases, we are also able to reliably predict the impact on 
2021 earnings, which is expected to be a positive e�ect of £8.8 million or 2.7 pence per share. Only the 2020 and 2021 
financial years are a�ected by concessions granted to date, after which the Adjusted EPRA earnings and cash flows  
are expected to revert to their pre pandemic trajectory.

Investment Adviser’s Report continued

Yorkshire Clinic Bingley
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Year to
31 December

 2020
actual

£m

Year to
31 December

2021
contracted*

£m

Annualised contractual rent before concessions at start of year 110.7 113.3
Fixed rental uplifts 0.7 1.1
RPI uplifts (expected uplifts in 2021 estimated in line with RPI swap curve) 0.9 0.7
Expiry of Manchester car park lease net of new operating agreement (1.0) –
Exchange rate movement 0.3 –

Expected rent before temporary concessions 111.6 115.1

Merlin leisure rent deferral (17.8) 17.7
Exchange rate movement on Merlin leisure rent deferral 0.1 –
Budget Hotels rent reduction (14.3) (8.6)
Reduction in Budget Hotels rental uplifts for 2020 and 2021 (0.2) (0.3)
Rent on Stonegate pubs reduced for two quarters in exchange for improved lease terms (1.1) –

Rental cash flow impact of temporary concessions (33.3) 8.8

Annualised cash rent receivable 78.3 123.9

Year to
31 December

 2020
actual

£m

Year to
31 December

2021
contracted*

£m

Rental cash flow impact of concessions (33.3) 8.8
Costs of concessions charged to direct property costs (0.7) –

Impact on Adjusted EPRA Earnings (£m) (34.0) 8.8

Impact on Adjusted EPRA EPS (Pence) (10.5)p 2.7p
* this is an illustration of rents receivable on their current contractual terms and is not a profit forecast

We compare below the pre concession and post concession rent trajectories, assuming no further rent concessions,  
no rental uplifts from the open market rent reviews, and any RPI-linked reviews in line with the RPI swap curve as at  
9 March 2021, demonstrating the short term impact of the concessions on passing rent.

Annualised rent receivable ex concessions Annualised rent receivable post concessions
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Rent concession impact on cash rents

This is an illustration of rents receivable on their current contractual terms and is not a profit forecast.
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Covid-19 tenant support provided continued
The impact of the rent concessions on IFRS earnings reflects the spreading of those concessions over the remaining, very 
long period to the end of each lease. This has the e�ect of muting the impact of the concessions such that they reflect a 
materially smaller impact each year for a very long time. In the case of the deferred Merlin rent, which is reflected in the 
Adjusted EPRA earnings on a cash basis, the IFRS results do not change as a result of the variation in timing of the receipt.

Year to
31 December

2020
actual

£m

Year to
31 December

2021
contracted*

£m

Rent before temporary concessions 111.6 115.1

 Budget Hotels rent reduction spread over average remaining 22 year lease term (0.9) (1.4)
 Pubs rent reduction in 2020 spread over average remaining 25 year lease term – (0.1)

Decrease in revenue from concessions on an IFRS basis (0.9) (1.5)

110.7 113.6
Other adjustments to cash rents reported in the income statement:
Rent smoothing adjustments from originally contracted uplifts 8.9 7.3
Recovery of head rent and other service charge costs 1.7 1.7
Back rent recognised from 2017 hospitals rent review 0.4 0.4

IFRS rent receivable in the income statement 121.7 123.0
*  this is an illustration of rents receivable on their current contractual terms and is not a profit forecast

The IFRS rental income already includes rent smoothing in respect of the leases where rent concessions were granted, 
amounting to £0.9 million. Therefore, the incremental increase from the IFRS basis of measurement to Adjusted EPRA 
earnings is an additional £32.4 million of rent smoothing, bringing the total to £33.3 million.

The accounting policies for rent concessions and their impact on earnings are explained in the Financial Review section 
of this Investment Adviser’s Report and in note 2d to the financial statements.

No Group or Investment Adviser Covid-19 support received
Neither the Group nor the Investment Adviser or any part of the Investment Adviser’s group has taken advantage of any 
Government support packages o�ered to businesses during the pandemic. No employees of the Investment Adviser or 
its wider group have been furloughed or laid o� and their salaries have continued to be paid in full.

Rent collections
Over the 2020 financial year, the Group reported only minimal rent arrears following each quarterly collection cycle. 
Collection rates for each quarter were as follows:

25 March to 
7 April 2020

£m

24 June to 
7 July 2020

£m

29 September 
to 7 October 

2020
£m

25 December 
2020 to 

7 January 
2021

£m

Originally contracted 27.3 27.5 27.6 27.8
Rent concessions:

Deferred – (8.9) (8.9) –
Reduced (4.8) (4.9) (4.8) (2.2)
Rescheduled to monthly payment – (1.0) (1.6) (4.0)

Due in the period 22.5 12.7 12.3 21.6
Collected on or before the due date (20.2) (12.7) (12.3) (21.3)
Collected after the due date but before 31 December 2020 (2.3) – – –

Rent arrears at 31 December 2020 – – – 0.3
Collected subsequently* – – – (0.3)

Rents demanded prior to 31 December 2020 in arrears at the date  
of this report – – – –

Collected within seven days (%) 89.8%* 100.0% 99.9% 98.6%

* the collection rate for the March and April rent collections is lower as a result of the delay in receipt of Travelodge rents while their CVA ran its course. 
The rents as amended by the CVA were received after the conclusion of that process
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The portfolio
Portfolio rents and valuation 
The portfolio is valued by qualified independent external valuers every six months.

Passing rent before concessions
Leisure Healthcare Budget Hotels Total

£m Change £m Change £m Change £m Change

31 December 2019 46.8 35.6 28.3 110.7
Uplifts 0.3 0.7% 1.0 2.8% 0.9 2.9% 2.2 2.0%
Exchange rate movement 0.4 0.9% – – – – 0.4 0.3%

Total movement in rents 0.7 1.6% 1.0 2.8% 0.9 2.9% 2.6 2.3%

31 December 2020 47.5 36.6 29.2 113.3

Valuation

Leisure Healthcare Budget Hotels Total

£m Change £m Change £m Change £m Change

31 December 2019 851.9 748.4 482.8 2,083.1
Revaluation (65.2) (7.6)% 20.7 2.8% (98.0) (20.3)% (142.5) (6.8)%
Exchange rate movement 6.3 0.7% – – – – 6.3 0.3%

Total revaluation movement (58.9) (6.9)% 20.7 2.8% (98.0) (20.3)% (136.2) (6.5%)

31 December 2020 793.0 769.1 384.8 1,946.9

Yields

Leisure Healthcare^ Budget Hotels Total
31 Dec 
2020

31 Dec 
2019

31 Dec 
2020

31 Dec 
2019

31 Dec 
2020

31 Dec 
2019

31 Dec 
2020

31 Dec 
2019

Topped Up Net Initial Yield* 5.54% 5.07% 4.46% 4.46% 7.10% 5.50% 5.42% 4.95%
Running Yield by January 2022† 5.76% 5.35% 4.58% 4.71% 7.21% 5.83% 5.58% 5.25%
* Topped up Net Initial Yield ignores the rent concessions, all of which are temporary
^ the healthcare valuation and yields take no account of any uplift from an outstanding May 2018 open market rent review on the Ramsay hospitals;  

the Ramsay rents account for 94% of the healthcare rents at 31 December 2020
† the Leisure and Budget Hotels Running Yields are calculated using the independent external valuers’ estimates of RPI averaging 2.5% per annum  

(2019: 2.6% per annum) 

The independent external valuation of the properties has fallen by 6.5% in the year. Overall, the blended Topped Up  
Net Initial Yield has risen in aggregate by 47 basis points since 31 December 2019 of which 10 basis points represents  
the movement since 30 June 2020. The 20.3% reduction in the valuation of the Budget Hotels portfolio, all of which 
occurred in the first half of the year, accounts for 72% of the total valuation movement in the year.

The Leisure and Budget Hotels valuations at 31 December 2020 have been reported by the independent external 
valuers as being subject to material valuation uncertainty in light of Covid-19, based on the provisions of the Royal 
Institution of Chartered Surveyors’ guidelines in force at that time and consistent with the approach taken for the  
30 June 2020 valuations. No material valuation uncertainty applied to the 31 December 2019 valuations. The valuation 
of the healthcare assets, which account for 39.5% of investment properties at independent valuation, are not subject to 
the material valuation uncertainty proviso. Material valuation uncertainty does not mean that the valuations cannot be 
relied upon, but that less certainty can be attached to them than would otherwise be the case and is further explained 
in note 11 to the financial statements. Furthermore, this did not impact on the overall audit opinion, which is unqualified.
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Basis of rent reviews
The rents on three of the portfolios have been subject to deferrals or reductions in the short term and of those,  
only one, the Budget Hotels, remains within the period over which rents demanded are reduced. On the basis of the 
concessions granted to date all rental cash flows are contracted to revert to their originally contracted terms by, at the 
latest, January 2022. As all rents are expected to revert to originally contracted terms within ten months of the date of 
this report, the income that will arise on the portfolio still benefits from fixed contractual rental uplifts which average 
2.8% per annum on 41% of the income and upwards only RPI-linked rent reviews on 58%, with the remaining 1% subject 
to upwards only open market reviews. Two thirds of the rent is subject to annual review, giving the Group the benefit  
of frequent capture of any uplifts.

Percentage of passing rents

31 December 
2020

31 December 
2019

Reviewed 
annually

Reviewed 
three or 

five yearly
Total 

portfolio
Total 

portfolio

Upwards only RPI:
Uncapped 25% 27% 52% 53%
Collared 4% 2% 6% 6%

Total upwards only RPI-linked reviews 29% 29% 58% 59%

Fixed uplifts:
Annual reviews 38% – 38% 38%
Five-yearly reviews – 3% 3% 3%

Total fixed uplifts 38% 3% 41% 41%

Open market reviews – 1% 1% –

Total portfolio 67% 33% 100% 100%

The increases in passing rent during the year from both fixed and RPI-linked uplifts take e�ect as follows:

Leisure
£m

Healthcare
£m

Budget 
Hotels

£m
Total 

£m

Paid current (0.3) 1.0 – 0.7
Deferred to:

September 2021 0.6 – – 0.6
January 2022 – 0.9 0.9

2020 total at constant currency 0.3 1.0 0.9 2.2
Exchange rate movement 0.4 – – 0.4

Total uplifts in passing rent 0.7 1.0 0.9 2.6

The net uplift on Leisure passing rent includes a £0.3 million fall as a result of the expiry of the car park lease at 
Manchester Arena. The £0.6 million uplift on the theme parks took e�ect in June and July 2020 and the uplift relevant 
to the deferred rent receivable in June and September 2020 is therefore deferred to September 2021. The uplift in 
subsequent quarters is una�ected by the rent concession. The terms of the Travelodge rent concessions are such that 
the contractual provisions relating to the rent reviews continue throughout the concession period but with any rental 
increases being receivable at the end of that period, in January 2022, and discounted at the relevant CVA rate. 
Consequently, the capture of these rental uplifts is deferred and becomes receivable within the next nine months. 
Review provisions in the Healthcare portfolio are una�ected by the rent concessions.

Changes in RPI calculation methodology from 2030
In November 2020, the UK Government and UK Statistics Authority announced changes to its calculation of RPI such 
that it will align with the Consumer Prices Index (“CPIH”) from February 2030. The exact impact on the RPI clauses in 
the Group’s leases will depend on precisely how the UK Statistics Agency implements the change. On a downside basis, 
if rents were to follow CPIH which has been on average 0.8 percentage points lower than RPI over the past ten years 
and assuming a di�erential continues, the rent uplifts from 2030 onwards would be lower than they would otherwise 
have been. However, the Group’s lease provisions may provide protection so that there would be no change in some  
or all cases. In the event that rental uplifts do change from 2030, any valuation impact in such circumstances would be 
expected to be insignificant as the market tends not to di�erentiate materially between RPI and CPIH lease structures, 
with the other property characteristics carrying greater weight in establishing pricing.

Investment Adviser’s Report continued
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Lease lengths
The Group’s leases are very long with a Weighted Average Unexpired Lease Term of 20.2 years without break from 
31 December 2020.

Leisure* Healthcare Budget Hotels Total
31 Dec 
2020

31 Dec 
2019

31 Dec 
2020

31 Dec 
2019

31 Dec 
2020

31 Dec 
2019

31 Dec 
2020

31 Dec 
2019

Weighted Average Unexpired Lease 
Term (years) 22.1 22.5 16.8 17.8 21.4 22.4 20.2 21.0

* The Leisure portfolio WAULT has shortened by less than 12 months as a result of the extension of the leases on the Pubs portfolio from 19.6 years to  
25.0 years in July 2020 and the new longer term arrangements for the car park at Manchester Arena which replaced a lease that expired in March 2020

The portfolio Weighted Average Unexpired Lease Term of 20.2 years is significantly longer than that of any other major 
UK REITs (defined as those with a market capitalisation in excess of £1 billion). 98% of contractual passing rents have an 
unexpired term without break of more than 16 years.
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Passing rent by year to first tenant break or expiry

No material vacancies or landlord costs
The portfolio is fully let. All occupational leases are on full repairing and insuring (“FRI”) terms, meaning that overall,  
the Group’s property running costs are low and there is only a very modest capital expenditure requirement. There  
is one small income stream relating to the car park at Manchester Arena that arises from an operating agreement  
rather than an FRI lease, which currently accounts for a negligible percentage of the Group’s income.

Portfolio total rents
The Group’s principal lease counterparties, analysed by contractual passing rent before concessions as at  
31 December 2020, are as follows:

Tenant or guarantor

31 December 
2020

£m

31 December 
2019

£m

Merlin Entertainments Limited* 35.6 34.5
Ramsay Health Care Limited 34.4 33.5
Travelodge Hotels Limited 29.2 28.3
SMG & SMG Europe Holdings Limited 4.0 4.0
The Brewery on Chiswell Street Limited 3.4 3.4
Orpea SA 2.2 2.1
Stonegate Pub Company Limited 2.2 2.0
Others (each below £1.3 million)† 2.3 2.9

113.3 110.7

* £7.1 million (2019 £6.6 million) of the Merlin rents are Euro denominated
† including £0.5 million of estimated variable net income for the car park at Manchester Arena 

Further information on the principal portfolio tenants and guarantors is given within the portfolio analyses that follow.
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Leisure assets (41% of portfolio value)

Contracted rents before temporary rent concessions

31 December 
2020

£m

31 December 
2019

£m

UK assets 40.4 40.3
German assets (at constant Euro exchange rate) 7.1 6.9

47.5 47.2

The Company’s leisure assets are:

• four well established large scale visitor attractions with accommodation operated by Merlin Entertainments Limited; 
• Manchester Arena, a city centre 20,000 capacity indoor arena;
• The Brewery, one of London’s largest catered events venues on Chiswell Street in the City of London; and 
• a portfolio of 18 freehold high street pubs located in England and Scotland.

The Merlin assets include two of the UK’s top three resort theme parks by visitor numbers, Alton Towers and Thorpe Park,  
as well as Warwick Castle, and including all the on-site accommodation at the three attractions. The German assets operated 
by Merlin are the Heide Park resort theme park and hotel in Soltau, Saxony, which is the largest in Northern Germany. These 
assets are all held freehold and are let to subsidiaries of Merlin Entertainments Limited, which owns all of Merlin’s operating 
businesses worldwide and which is the guarantor of all lease obligations for these assets. Measured by the number of visitors, 
Merlin is Europe’s largest and the world’s second largest operator of leisure attractions, second only to Disney.

Merlin is a private business owned by a consortium of substantial, established, long term investors that took the business 
private in 2019 at a price representing an enterprise value of some £6 billion. Merlin’s owners are Kirkbi, the majority owners  
of the Lego business who have been invested in Merlin since 2005 and which own 50%, together with Blackstone Core Equity, 
a long term fund with Blackstone’s latest reported assets under management over £400 billion, and Canada Pension Plan 
Investment Board, one of the world’s largest pensions investors with latest reported assets under management of over  
£230 billion. During the pandemic, Merlin has been able to access capital from public bond markets as part of their liquidity 
management strategies. The quoted pricing for Merlin’s publicly traded 5.75% bonds maturing in 2026, which have been in 
issue since before the onset of the pandemic, have recovered to within 3% of their pre pandemic price (taking the quoted 
price at 1 January 2020) and were trading above par at a yield to maturity on 9 March 2021 of 4.5% Nick Varney, Merlin 
Entertainments Limited’s Chief Executive, commented in March 2021 that “after a very challenging year for the group, our 
experience in between lockdowns and our exciting future investment proposals for the UK and German theme parks allows  
us to look forward to the future with confidence that we can continue with our pre Covid-19 growth trajectory”.

The average term to expiry of the Merlin leases is 21.5 years without break from 31 December 2020 and the tenants have 
two successive rights to renew for 35 years at the end of each term. The leases are on full repairing and insuring terms. 
There are upwards only uncapped RPI-linked rent reviews on the UK properties every June throughout the term (based 
on RPI over the 12 months to April each year), which in 2020 resulted in a rental increase of 1.5%. The German properties 
are subject to fixed annual increases of 3.34% every July throughout the term, as a result of which the German rents 
increased from £6.9 million to £7.1 million on 30 July 2020 (translated at the 31 December 2020 exchange rate).

Manchester Arena is a long leasehold strategic site of eight acres which is located on top of Manchester Victoria Railway 
and Metrolink station. It comprises the UK’s largest indoor arena by capacity, some additional 160,000 sq ft of o�ce 
and leisure space, a multi-storey car park with approximately 1,000 spaces, and other income sources.

The Arena is let to SMG and SMG Europe Holdings Limited, part of ASM Global, with 24.5 years unexpired without break 
from 31 December 2020. The annual rent is £4.0 million (before headrent) and is reviewed annually every June in line 
with RPI, collared between 2% and 5%, which in 2020 resulted in a rental increase of 2.0%.

ASM Global was created by a merger of AEG Facilities and SMG in October 2019 and is the world’s largest venue 
management company, operating over 300 venues in 21 countries and with pro forma annualised 2019 revenues of 
$500 million estimated at the time of the merger. The ASM management team has been in regular dialogue with us.  
The arena has been closed throughout the pandemic period and the Government’s roadmap for easing lockdown 
restrictions permits it to reopen from 21 June 2021, with the expectation that it is likely to be fully operational from 
September 2021. All arena rents have been paid when due. The o�ces and ancillary leisure space at Manchester  
Arena is let to tenants including Serco, Unison, JCDecaux and go-karting operator TeamSport. 
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The leases on the Manchester site as a whole have an average term to expiry of 17.1 years from 31 December 2020  
and produce net passing rent of £5.7 million per annum at that date.

The Brewery on Chiswell Street is a predominantly freehold investment let to an established specialist venue operator 
on a full repairing and insuring lease. It provides the largest catered event spaces in the City of London and is located 
within five minutes’ walk of the Moorgate entrance to the new Crossrail Station at Liverpool Street. As with Manchester 
Arena, the Brewery has been closed throughout the pandemic period but is permitted to reopen from 21 June 2021  
and is likely to be fully operational from September 2021.

The lease term to expiry is 35.5 years without break from 31 December 2020 and the lease provides for five-yearly  
fixed uplifts of 2.5% per annum compounded. The passing rent is £3.4 million per annum as at 31 December 2020  
and the next rental uplift to £3.8 million will take e�ect in July 2021.

The portfolio of 18 high street pubs produces passing rent of £2.2 million per annum as at 31 December 2020 and the 
leases have an average term to expiry of 24.5 years without break. The pubs are currently closed but will be able to 
open for indoor trading from 17 May 2021.

The pubs are let on individual leases either to, or guaranteed by, Stonegate Pub Company Limited, the largest pub 
company in the UK, with over 4,500 pubs following its March 2020 acquisition of Ei Group for £1.27 billion. Stonegate 
has been able to access public debt markets during the pandemic period in support of the group’s liquidity needs. 
Stonegate’s Sterling bonds maturing 2025, issued in July 2020, were trading above par at a yield to maturity  
of 7.0% at close on 9 March 2021.

Rents are subject to five-yearly RPI-linked increases collared between 1% and 4% per annum compounded.  
The rent reviews in February 2020 resulted in an increase in passing rent of £0.2 million per annum  
(13.2% or 2.5% per annum compounded).

Healthcare assets (39% of portfolio value)

Passing rents

31 December 
2020

£m

31 December 
2019

£m

Ramsay hospitals 34.4 33.5
London psychiatric hospital 2.2 2.1

36.6 35.6

The Group’s healthcare assets, 11 freehold private acute hospitals and a central London freehold psychiatric hospital, 
have continued to trade throughout the year and since the year end, with no rent concessions required. The private 
hospitals are located throughout England and are let to a subsidiary of Ramsay Health Care Limited, the ASX50 listed 
Australian healthcare company. The psychiatric hospital, the only private facility of its kind in Central London, is let to 
Groupe Sinoué, a very substantial French company specialising in mental health care.

The Ramsay hospitals are let on full repairing and insuring leases with a term to expiry at 31 December 2020 of  
16.3 years without break. The rents increase in May each year by a fixed minimum of 2.75% per annum throughout  
the lease term. Following the May 2020 fixed uplifts, the rents on the Ramsay portfolio increased from £33.5 million  
to £34.4 million per annum. In addition, there is an upwards only open market rent review within each lease as at  
3 May 2018 and then in May 2022 and every five years thereafter. The May 2018 open market review remains 
outstanding. It is subject to a formal arbitration process which was put on hold by agreement between the parties 
during 2020, to allow Ramsay management to fully focus on its pandemic response and because the arbitrator would 
have been unable to inspect the hospitals during the lockdowns. Given the uncertainty over the time taken to resolve 
the arbitration and the nature of that process, there are currently no indications of the likely review outcome and these 
financial statements take no account of any potential increase in rental income that may arise from it.

The leases on the Ramsay hospitals are all guaranteed by Ramsay Health Care Limited, the listed parent company  
of one of the top five private hospital operators in the world and the largest operator of private hospitals in Australia, 
France and Scandinavia. Ramsay is a constituent of the ASX 50 index of Australia’s largest companies, with a market 
capitalisation at 9 March 2021 (and using the exchange rate on that date) of £8.1 billion (£6.5 billion at 10 March 2020). 
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Healthcare assets (39% of portfolio value) continued
The Ramsay hospitals have continued to trade without pause throughout the pandemic and, through their contracts 
with the NHS, have provided guaranteed capacity to the NHS to tackle the Covid-19 crisis at cost (including the cost  
of their rents) since late March 2020. Ramsay reported in February 2021 that they had treated more than 500,000 NHS 
patients over this period, more than any other provider in the independent sector. They also noted that private patient 
volumes showed some recovery between lockdowns. Ramsay UK is currently operating under a new volume-based 
agreement with NHS England from 1 January to 31 March 2021 under which the NHS may trigger a peak surge period  
on seven days’ notice should Ramsay’s capacity be required to enable the NHS to respond to Covid-19 cases. 
Importantly, Ramsay is able to continue providing private patient services under the new agreement. They have 
provided similar support in the other jurisdictions in which they operate. Control of their hospital capacity worldwide  
is being gradually regained, allowing Ramsay both to return to their more profitable core private healthcare business 
and to participate in the very significant backlogs of NHS and private patient treatment in the UK and elsewhere.  
This is expected to include their participation in the NHS’s £10 billion tender process for independent providers  
which is currently underway in England. 

The London psychiatric hospital is let on a full repairing and insuring lease with a term to expiry at 31 December 2020  
of 23.6 years without break. The rent increases in May each year by a fixed 3.0% per annum throughout the lease term 
and as a result increased from £2.1 million to £2.2 million on 3 May 2020. The lease is guaranteed by Orpea SA, a leading 
European operator of nursing homes, post-acute care and psychiatric care, listed on Euronext Paris with a market 
capitalisation at 9 March 2021 (and using the exchange rate on that date) of £5.7 billion (£5.8 billion at 10 March 2020).

Budget Hotel assets (20% of portfolio value)

31 December 
2020

£m

31 December 
2019

£m

Contracted rents before temporary rent concessions 29.2 28.3

At 31 December 2020 the Group owned 123 (2019: 123) Travelodge hotels in England, Wales and Scotland, let to 
Travelodge Hotels Limited which is the main operating company within the Travelodge group trading in the UK,  
Ireland and Spain. Travelodge is the UK’s second largest budget hotel brand, with 586 hotels and over 44,500  
rooms as at 31 December 2020.

As a response to liquidity issues created by the forced closure of nearly all of their more than 570 hotels, Travelodge 
concluded a Company Voluntary Arrangement (“CVA”) in June 2020. As a consequence of the CVA, £14.5 million of 
rent (including £0.2 million of RPI uplifts) was foregone by the Group in the 2020 financial year and rent for the 2021 
financial year will be £8.9 million (including £0.3 million of RPI uplifts) lower than the originally expected rental cash 
flows. Rents are due to return to the levels originally contracted from January 2022. Travelodge rents are currently 
receivable monthly in advance and all rent demanded under the terms of the CVA has been received when due.

A feature of Travelodge’s CVA was a landlord option to break leases at no cost, which applied to 119 of the Group’s  
123 leases and which was exercisable on the majority of those prior to 20 November 2020. Against the background  
of a still challenging environment, the Management Team and Board conducted extensive analyses as to whether  
the prospects of the Group would be better served by retaining the current lease arrangements, seeking to lease to 
alternative operators or selling part or all of the Budget Hotels portfolio. Ultimately the conclusion reached was that  
the current lease arrangements provided the best value opportunity for the Company’s shareholders and the properties 
were retained. We note that the vast majority of landlords remained with Travelodge which, immediately after the lease 
break option period, operated 578 hotels compared with 588 hotels at 31 December 2019.

Travelodge is a major, established brand with very high levels of brand recognition and a strong pre-pandemic five year 
performance track record. In addition to the rent reductions secured by Travelodge through their CVA, the company 
received a £40 million equity investment from its shareholder group and completed a £65 million private debt 
placement in December 2020 to further support liquidity. Travelodge’s publicly traded bonds that have been in issue 
throughout the pandemic period are trading at 8% lower than at the start of 2020, recovering from a decline of 38%  
in April 2020, and are trading at a yield to maturity of 7.6% at close of business on 9 March 2021.
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One of the attractions of investment specifically in budget hotels rather than the wider hotel markets is their relative 
resilience in recessionary times. While we cannot examine the performance of the budget hotels sector following 
previous pandemics, we can look at periods of recessions and post recession recovery where it can be observed that 
budget hotels recover more quickly than the rest of the hotels sector. We understand that, consistent with the rest of 
the budget hotel sector, demand for bookings between lockdowns where hotels have been able to open has been 
relatively strong, particularly in leisure destinations. Travelodge reported on 12 February 2021 that they have contained 
costs to below the lower end of their expected range in lockdown while revenues remain in line with those experienced 
in the November 2020 lockdown which, together with their decisive action to increase their liquidity through their 
private placement in December 2020, resulted in a better than expected £117 million cash balance at 3 February 2021. 
Travelodge management consider that their business is well positioned to benefit from any improvement in trading 
conditions, with its strong brand, direct distribution model, low-cost proposition and “class-leading” operating margins.

The average term to expiry of the Travelodge leases is 21.4 years from 31 December 2020 with no break clauses.  
The leases are on full repairing and insuring terms and Travelodge is also responsible for the cost of any headlease 
payments and other amounts owing to the freeholders of the 52 leasehold properties. There are upwards only 
uncapped RPI-linked rent reviews every five years throughout the term of each lease, with reviews falling due over a 
staggered pattern across the portfolio. Reviews arising during the CVA concession period, which runs to January 2022, 
continue to be calculated and documented but are reduced in line with the terms of the CVA and any remaining uplifts 
become receivable at the end of the concession period. Reviews on 39 budget hotels (22% of the portfolio by rental 
value) were agreed during 2020, with passing rent on those assets increasing by 13.3% from £6.3 million to £7.1 million, 
equivalent to an average uplift of 2.5% per annum. 24% of the passing rent will be reviewed in 2021, 39% in 2022,  
11% in 2023 and 4% in 2024.

Financing
The Group’s operations are financed by a combination of cash resources and non-recourse debt finance, where the 
equity at risk is limited to the net assets within six ring-fenced subgroups. Each subgroup is self-contained, with no 
cross-default provisions or cross collateralisation between the six of them. In all cases, substantial financial covenant 
headroom was negotiated into loan terms at their inception, together with appropriate rights to remedy certain 
breaches, where cash can be temporarily injected into a security group in order to maintain covenant compliance  
if and when that is considered the best course of action for the Company. The objective of this structure is to provide  
a reasonable level of ongoing protection for the Group against unexpected valuation movements or changes in income.

Where rent concessions have been agreed this has, in each case, been done with the consent of the relevant lenders.  
In certain cases this has also included covenant waivers during the concession period. Save for the waivers, the terms  
of the various loan agreements remain unchanged and we appreciate the open and constructive communications with 
our lenders through the pandemic period.

The Group’s total gross debt decreased by £2.4 million in the year. Scheduled loan repayments of £4.4 million and 
£1.5 million repaid out of the net proceeds of non-core hotels sold in 2019 but completed in 2020 were o�set by a 
£3.5 million increase from foreign currency translation movements on the Group’s Euro denominated debt. Net debt  
has increased by £45.0 million, largely reflecting the impact of £34.6 million of dividends paid in the year out of the 
Group’s cash resources rather than from earnings and £11.8 million deployed in interest payments not covered by  
rent while the Merlin rents were temporarily deferred.

The Group’s Net Loan To Value ratio increased from 31.9% to 36.4% over the financial year. The majority of this increase 
was reported in the six months to 30 June 2020 when the Net LTV was 35.3%, largely as a result of the valuation 
movements in the year being heavily weighted in the first half.

Secured 
amounts

£m

Unsecured 
amounts

£m

Group
total

£m

Gross debt 928.3 – 928.3
Secured cash (23.1) – (23.1)
Free cash* (2.4) (194.2) (196.6)

Net debt 902.8 (194.2) 708.6

Property valuation 1,946.9

Net LTV 36.4%
* free cash within secured facilities is released to company free cash after each quarterly interest payment date as long as all loan covenants are 

complied with
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Key terms of the facilities, ranked by maturity date

Principal
£m

Number of 
properties 

securing loan

Maximum 
annual 

interest rate

Interest 
rate

 protection

Annual 
cash 

amortisation

Final 
repayment 

date

Merlin leisure 380.4* 6 5.7% Fixed £3.8m† Oct 2022

Budget Hotels 2 65.4 70 3.3%

80% fixed 
20% 

capped None Apr 2023

Leisure: Arena, Brewery, Pubs 60.0 20 3.2%
83% fixed 

17% capped None Jun 2023
Budget Hotels 1 59.0 53 2.7% Fixed None Oct 2023
Healthcare 1 63.8 2 4.3% Fixed £0.3m Set 2025
Healthcare 2 299.7 10 5.3% Fixed £3.2m Oct 2025

Total 928.3 161 4.9%
* £316.0 million of senior and mezzanine Sterling loans and €71.6 million of senior and mezzanine Euro denominated loans translated at the year end 

exchange rate of €1:£0.90. All loan tranches within the total £380.4 million are cross-collateralised
† amortisation in each of the years ending October 2021 and October 2022 comprises £3.2 million of the Sterling facility and €0.7 million of the 

Euro facility

Interest rate risk is managed by either fixing or capping rates over the term of each loan. 97.5% of the Group’s 
borrowings at 31 December 2020 are subject to fixed rates.

The weighted average interest cost in the year was 4.9% per annum, consistent with the prior year. Interest cover, 
measured for these purposes as annualised current passing rent after concessions divided by annualised interest cost, 
was 2.3 times at 31 December 2020. This is a modest decrease compared to the 2.4 times cover reported for the 2019 
financial year, as a result of the cash flow low point of the rent concessions being historic at the point of testing. As the 
Budget Hotels rent reduction for 2021 amounts to less than 8% of total passing rent the impact on overall interest cover 
is relatively small.

There have been no defaults or potential defaults in any facility during the year or since the balance sheet date.  
The extent of headroom on financial covenants at the balance sheet date is analysed in the financial review on the 
following pages.

Financial review
EPRA measures
Together with the IFRS results reported in the financial statements, we include in this report financial measures 
recommended by the European Public Real Estate Association (“EPRA”) to facilitate comparison with other real estate 
investment companies. The calculation of the EPRA measures and their reconciliation to the financial statements 
prepared under IFRS is presented in the Unaudited Supplementary Information which follows the financial statements. 
In addition, the calculation of EPRA EPS is presented in note 10 to the financial statements and EPRA Net Tangible 
Assets in note 23.

New EPRA guidelines became e�ective on 1 January 2020 and comparative figures have been provided on a consistent 
basis. The new EPRA guidelines set out three measures of Net Asset Value, each of which is disclosed and reconciled  
to the financial statements in note 23 and in the Unaudited Supplementary Information. In this report we highlight EPRA 
Net Tangible Assets (“EPRA NTA”) as the most meaningful measure of long term performance for the Company and  
the measure which is being adopted by the majority of UK REITs, establishing it as the industry standard benchmark. 
The Unaudited Supplementary Information also includes a calculation of EPRA NAV on the basis reported in prior  
years and a reconciliation of that measure to EPRA NTA, both for the purposes of comparison and because EPRA NAV 
continues to be used in the calculation of certain fees payable to the Investment Adviser, as explained in note 25b to  
the financial statements.

Investment Adviser’s Report continued
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Key performance indicators (KPIs)
The Board monitors the following key performance indicators and comments on performance against these KPIs  
in this report.

Year to 
31 December 

2020

Year to 
31 December 

2019

Financial measures:
Total Accounting Return (8.0%) 11.7%
Total Shareholder Return (27.3%) 19.4%
Adjusted EPRA EPS 3.5p 15.3p
Net LTV ratio 36.4% 31.9%
Uncommitted Cash £192.0m £234.2m
Other measures:
Headroom on debt default covenants before any preventative cash cure or other  

remedial action:
Valuation headroom before tightest LTV default test would be triggered 32% 38%
Rent headroom before tightest projected interest cover default test would be triggered 29% 33%

Impact of rent concessions on KPIs and IFRS financial statements
Recognising the Group’s long term relationships with its tenants and the benefits to the Company of supporting their 
businesses through the impact of the Covid-19 pandemic and subsequent lockdowns, the Company provided support 
where it was needed. The forms of support provided are summarised at the start of this report, where we also highlight 
the altered cash flow profile of the Group’s rental income during the year and the expected gradual restoration of the 
Group’s contractual rental cash flows by January 2022.

In simple terms, the IFRS accounting standards applicable to the Group require that we calculate the rental income  
to be earned over the whole term of a lease (broadly the income that is contractually certain over the entire remaining 
term), and then recognise it in the income statement evenly over the term. Consequently, the Group’s leases with  
fixed or fixed minimum uplifts (47% of the Group’s total contracted pre-concession passing rent) require a ‘smoothing’ 
adjustment to reflect the mismatch between the rents actually receivable and those recognised in the income 
statement. The remaining 53% of the Group’s rental income which is subject to RPI-linked or open market reviews  
is not subject to a smoothing adjustment. The revenue recognition accounting policy set out in note 2d to the financial 
statements is consistent with these principles and the smoothing e�ect is explained in more detail in the Unaudited 
Supplementary Information which follows the financial statements.

Applying these accounting policies and principles following the agreement of the rent concessions has a�ected the 
Group’s IFRS income.

• The reduction in rent receivable from Travelodge reduces the Group’s cash flows over the period from 1 April 2020 to 
7 January 2022, with the original contractual rents receivable (and any accrued RPI uplifts arising in the concession 
period) due to be restored from January 2022. While the cash flow impact is temporary, it reduces the total rents 
receivable over the life of the leases, so while the cash impact is limited to the period from April 2020 to January 
2022, it must be spread through the income statement over the whole remaining lease term from 1 April 2020, which 
on a weighted average basis was 22.2 years. The e�ect of spreading a total £22.9 million reduction in rents over the 
very long unexpired term results in rental income reported in the income statement being higher than cash rents 
receivable during the concession period until 7 January 2022 and lower than cash rents receivable thereafter. 
Travelodge rent reported in the IFRS income statement for the year ended 31 December 2020 is £13.7 million higher 
than the rent receivable on a cash basis and is expected to be £7.4 million higher in the year ended 31 December 
2021. From the start of 2022 this mismatch will unwind, with cash rent higher than the income reported under IFRS 
by an expected £1.1 million per annum for approximately the following 20 years through to the end of the term of 
the leases.

• The six month rent free period granted to Stonegate on the pubs portfolio in consideration for extending lease  
terms to 25 years and strengthening the lease alienation provisions is treated in a similar way to the Travelodge  
rent reduction. Rent reported from Stonegate in the IFRS income statement for the year ended 31 December 2020  
is £1.1 million higher than the rent receivable on a cash basis. From the start of 2021 this mismatch has begun to 
unwind, with cash rent higher than the income reported under IFRS by £47,000 per annum through to the end  
of the term of the leases.
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Impact of rent concessions on KPIs and IFRS financial statements continued
The deferral of Merlin rent does not change the total lease income over the life of the lease, merely changing the  
timing of receipt, therefore there is no change to the IFRS income that would otherwise have been reported in the  
year. The rent deferred is held as an asset on the balance sheet, separate from and not valued as part of the investment 
properties by the external valuer. The carrying value of the rent receivable is evaluated at each balance sheet date  
and it is held at 31 December 2020 at its face value of £17.7 million as it is considered reasonable to conclude that it  
will be recoverable in full.

From the time of its listing six and a half years ago, the Group has had the benefit of a high proportion of income with 
fixed rental increases over very long lease terms therefore the requirement to spread rents over the whole of any lease 
has always created a mismatch between cash rents receivable and rental income reported under IFRS. That mismatch 
was a major contributing factor to the adoption by the Company of its Adjusted EPRA earnings measure. This measure 
is further explained under the “Adjusted EPRA earnings per share” heading later in this report, in note 10 to the financial 
statements and in the Unaudited Supplementary Information which follows the financial statements. In order to 
calculate Adjusted EPRA earnings on a basis consistent with the Group’s definition of the measure and prior reporting 
periods, the cash and income mismatches arising as a result of the rent concessions are taken into account in Adjusted 
EPRA earnings in order to calculate dividend cover on a basis that more closely reflects the Group’s actual cash flows. 
The composition of Adjusted EPRA Earnings is explained later in this report but the impact of the rent concessions in 
isolation is as follows: 

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

EPRA earnings 52.9 16.3 54.7 16.9
Rent Smoothing Adjustments:

 on pre-concession rental income (8.9) (2.7) (10.6) (3.3)
 from Travelodge rent reductions (13.7) (4.3) – –
 from Stonegate rent free period (1.1) (0.3) – –

Merlin theme parks rent deferral (17.7) (5.5) – –
Incentive fee adjustment – – 5.3 1.7

Adjusted EPRA earnings 11.5 3.5 49.4 15.3

Impact of rent concessions on dividend cover and dividend policy
The e�ects of the pandemic on the Group’s net income and cash flows and the heightened uncertainty during this 
period prompted a review by the Board of the prudent and appropriate dividend policy to apply in the circumstances. 
The materially higher than usual liquidity bu�er held in Uncommitted Cash by the Company following the sale of the 
private hospital portfolio in 2019 a�ords significant flexibility, not only in supporting the Group’s tenants but also in 
providing appropriate returns to shareholders without putting at risk the strength and flexibility of the balance sheet.

With the Company’s liquidity bu�er directed in part to supporting tenants and ensuring that the balance sheet remains 
robust during such uncertain times, the Board concluded that it would be appropriate to discontinue the element of  
the dividend that had been deployed since July 2019 in topping up the dividend in the amount of the foregone income 
on the hospitals sold in 2019. The basis of the dividend payment has therefore reverted to the ‘core’ dividend as guided 
with the 2019 annual results announcement, without the top slice of the hospitals net income top-up. This equates to  
a quarterly dividend of 3.65 pence per share which has been paid in each of the last two quarters of 2020 and the first 
quarter of 2021 and which, all things being equal, is expected to be the amount for the second quarter of 2021 to be 
announced in April 2021. Subject to there being no material change in circumstances the dividend rate is expected  
to increase to 3.95 pence per share in the third quarter of 2021.

Investment Adviser’s Report continued
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The analysis of the core and top-up dividends paid to date is as follows:

£m paid in the period

Year to 
31 Dec 

2016

Year to 
31 Dec 

2017

Year to 
31 Dec 

2018

Year to 
31 Dec 

2019

Year to 
31 Dec 

2020

Quarter 
1 dividend 
paid March 

2021

Core dividend £12.0m £16.1m £41.4m £49.0m £46.4m £11.8m
Hospitals top-up dividend – – – £3.5m £4.4m –

Total dividend paid £12.0m £16.1m £41.4m £52.5m £50.8m £11.8m

Pence per share paid
Core dividend 5.9p 13.6p 13.9p 15.2p 14.4p 3.65p
Hospitals top-up dividend – – – 1.1p 1.3p –

Total dividend paid 5.9p 13.6p 13.9p 16.3p 15.7p 3.65p

The use of some of the Company’s surplus liquidity to fund the £32.6 million of dividends in excess of the Group’s 
Adjusted EPRA Earnings in the year was considered appropriate in recognition of the fact that the rent concessions 
granted to date do not have any impact on contracted rental income beyond January 2022. The dividend policy will  
be kept under regular review as conditions develop while the pandemic runs its course. The importance of the dividend 
to many investors is acknowledged and is carefully considered in any evaluation of the appropriateness of declaring a 
dividend in the context of the conditions prevailing at that time.

Key performance indicator – Total Accounting Return
In measuring progress towards the Board’s objective to deliver attractive and sustainable shareholder returns, both 
Total Accounting Return (the movement in EPRA NTA per share plus dividends) and Total Shareholder Return (the 
share price movement plus dividends) are monitored. The principal focus for the Board is on Total Accounting Return  
as the Total Shareholder Return, while important, is also subject to wider market fluctuations not necessarily related  
to the Group itself.

The movements in net asset value reported under IFRS in the consolidated balance sheet and the calculation of Total 
Accounting Return on that basis are as follows:

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

NAV at the start of the year 1,384.5 428.8 1,281.6 398.5
Investment property revaluation* (166.6) (51.4) 75.7 23.4
Rental income* less administrative expenses, finance costs and tax 52.9 16.3 58.9 18.3
Dividends paid (50.8) (15.7) (52.5) (16.3)
Currency translation and derivative revaluation movements 1.5 0.5 (3.0) (0.9)
Dilution from shares issued in settlement of previous year’s 

incentive fee – (1.5) – (1.5)
Net profit on disposal of investment properties – – 23.8 7.3

NAV at the end of the year 1,221.5 377.0 1,384.5 428.8

Change in NAV (163.0) (51.8) 102.9 30.3
Dividends paid 50.8 15.7 52.5 16.3

IFRS Total Accounting Return (112.2) (36.1) 155.4 46.6

IFRS Total Accounting Return: percentage (8.4)% 11.7%

* including £23.7 million or 7.3 pence (2019: £10.5 million or 3.2 pence) of Rent Smoothing Adjustments
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Key performance indicator – Total Accounting Return continued
The industry standard EPRA NTA measure takes IFRS net asset value and excludes items that are considered to have no 
relevance to the assessment of long term performance. Consistent with the EPRA Guidance, the Group’s reported IFRS 
NAV is adjusted to exclude 50% of deferred tax on investment property revaluations (in this case relating to the German 
assets) and fair value movements on derivatives. EPRA NTA and EPRA NTA per share is reconciled to net asset value 
measured in accordance with IFRS in note 23 to the financial statements.

The Group’s EPRA NTA per share at 31 December 2020 was 379.3 pence, down 11.7% over the year. The 50.1 pence per 
share fall in EPRA NTA, together with dividends of 15.7 pence per share, results in a Total Accounting Return over the 
year of negative 8.0%.

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

EPRA NTA at the start of the year 1,391.3 429.4 1,292.9 400.5
Investment property revaluation* (142.5) (44.0) 86.3 26.7
Rental income* less administrative expenses, finance costs and  

current tax 28.8 8.9 49.3 15.4
Dividends paid (50.8) (15.7) (52.5) (16.3)
Currency translation movements 2.4 0.7 (2.6) (0.8)
Net contribution from sold properties – – 23.8 7.3
Incentive fee dilution from shares to be issued – – (0.3) (1.7)

EPRA NTA at the end of the year 1,229.2 379.3 1,396.9 431.1

Movement in EPRA NTA (162.1) (50.1) 104.0 30.6
Dividends paid 50.8 15.7 52.5 16.3

Total Accounting Return (111.3) (34.4) 156.5 46.9

Total Accounting Return – percentage (8.0)% 11.7%

* adjusted by £23.7 million or 7.3 pence (2019: £10.5 million or 3.2 pence) of Rent Smoothing Adjustments

Total Shareholder Return is calculated as:

Year to 
31 December 

2020
Pence per 

share 

Year to 
31 December 

2019
Pence per 

share

Share price at the end of the year 300.0 434.0
Share price at the start of the year (434.0) (377.0)

Movement in the year (134.0) 57.0
Dividends paid 15.7 16.3

Total Shareholder Return (118.3) 73.3

Total Shareholder Return – percentage (27.3)% 19.4%

Investment Adviser’s Report continued
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Key performance indicator – Adjusted EPRA earnings per share

Year to 31 December 2020 Year to 31 December 2019

Basic and diluted EPS (IFRS basis) £m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings 120.2 37.0 131.4 40.7
Investment property revaluation (166.6) (51.4) 75.7 23.4
Net finance costs (49.9) (15.4) (54.2) (16.7)
Administrative expenses (17.0) (5.2) (16.9) (5.2)
Tax charge (0.3) (0.1) (1.1) (0.4)
Profit on disposal of investment properties net of costs of early 

repayment of debt – – 23.8 7.3
Incentive fee (including irrecoverable VAT) – – (5.3) (1.6)

Basic earnings (113.6) (35.1) 153.4 47.5

Diluted earnings per share (35.1) 47.3

The IFRS earnings measure includes unrealised property revaluations, gains or losses on property disposals and certain 
other factors which are considered to distort an assessment of underlying long term performance of real estate 
companies and which are therefore required to be excluded from EPRA earnings.

A further element of the IFRS calculations considered to have a distorting e�ect on the Company’s Dividend Cover is 
the impact of the weighting of share issues where they relate to incentive fee payments. The Group’s basic and diluted 
EPS in accordance with IFRS must be calculated on the hypothetical assumption that any shares issued in settlement  
of an incentive fee are treated as having been issued on the first day of the year, regardless of when they are actually 
issued. As a result, basic EPS for 2019, for example, was calculated on the basis that the 1.3 million shares issued in 
March 2019 in settlement of the 2018 incentive fee were in issue for the whole year. This assumption results in a 
reduction in EPS which does not reflect the actual impact of the share issue. The calculation of diluted EPS for 2019 
under the IFRS rules also included the 1.2 million shares not yet issued at 31 December 2019 in settlement of the 2019 
incentive fee as if they had been issued, creating a further artificial reduction.

There are also certain items within the calculated EPRA earnings which create a material disconnect between EPRA 
earnings and the Group’s funds from operations available for the payment of dividends: principally the Rent Smoothing 
Adjustments, including those arising as a result of the Covid-19 related rent concessions, and incentive fees which are 
payable in shares. The Board considers that including these items results in both IFRS earnings and EPRA earnings 
being an unreliable basis for calculating the Company’s Dividend Cover and long term performance. A further measure, 
Adjusted EPRA EPS, is therefore presented, both for comparison of the performance of the Group from year to year 
and with its peer group, and to avoid distortions in the per share figures which in turn would result in unreliable 
measures of Dividend Cover.

Adjusted EPRA EPS is derived from EPRA EPS by:

• removing the Rent Smoothing Adjustments, including those arising from the Covid-related rent concessions,  
from rental income;

• excluding any significant non-recurring costs or income (there have been no non-recurring income or costs 
since 2016);

• excluding the charge for the incentive fee, on the basis that it is a non-cash payment and considered to be linked  
to revaluation movements, and therefore best treated consistently with revaluations which are excluded from  
EPRA EPS; and

• calculating the weighted average number of shares so as to reflect the actual dates on which shares were issued.
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Key performance indicator – Adjusted EPRA earnings per share continued

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings 118.2 36.5 129.7 40.1
Net finance costs (48.0) (14.9) (52.5) (16.3)
Administrative expenses (17.0) (5.2) (16.9) (5.2)
Tax charge (0.3) (0.1) (0.4) (0.1)
Incentive fee (including irrecoverable VAT) – – (5.3) (1.6)

EPRA earnings 52.9 16.3 54.6 16.9
Rent Smoothing Adjustments:

Before any Covid-related rent concessions (8.9) (2.7) (10.5) (3.2)
Impact of Covid-related rent concessions – di�erence between 
IFRS and Adjusted EPRA EPS smoothing methodology (32.5) (10.1) – –

Incentive fee – – 5.3 1.6

Adjusted EPRA earnings 11.5 3.5 49.4 15.3

Adjusted EPRA EPS is reconciled to basic EPS in note 10 to the financial statements and the component parts of the 
Adjusted EPRA earnings are analysed below.

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

Like for like earnings:
Rental income net of outgoings before concessions 110.8 34.2 109.4 33.9
Finance costs (48.4) (15.0) (49.0) (15.2)
Finance income 0.4 0.1 0.7 0.2
Administrative expenses (17.0) (5.2) (16.9) (5.2)
Tax charge (0.3) (0.1) (0.4) (0.1)

Like for like, before concessions and excluding sold hospitals 45.5 14.0 43.8 13.6
Rent concessions (34.0) (10.5) – –

11.5 3.5 43.8 13.6
Impact of hospitals sale: 

Rental income net of outgoings – – 9.8 3.0
Finance costs – – (4.2) (1.3)

Adjusted EPRA earnings 11.5 3.5 49.4 15.3

The key components of the Group’s earnings are its rental income, finance costs and administrative expenses. An 
analysis of the Group’s rental income is included in the portfolio review earlier in this report and the other components 
of earnings are described in the following sections.
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Adjusted EPRA EPS – property outgoings
Property outgoings under the IFRS, EPRA and Adjusted EPRA earnings measures are set out below.

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

Costs of negotiating and documenting rent concessions 0.6 0.2 – –
Headrents on leasehold properties 0.5 0.1 0.4 0.1
Irrecoverable property costs 0.2 0.1 0.1 –
Managing agents and other net property outgoings 0.2 0.1 0.2 0.1
Rent review costs – – 0.4 0.1
Feasibility costs of prospective capital projects – – 0.2 0.1

Property outgoings in the IFRS income statement and  
EPRA earnings 1.5 0.5 1.3 0.4

Financing element of headrent costs reclassified  
from finance costs 1.7 0.6 1.7 0.6

Costs of negotiating and documenting rent concessions 
reclassified from finance costs 0.1 – – –

Recovery of headrent and other costs reclassified from revenue (1.6) (0.6) (1.6) (0.6)

Property outgoings in Adjusted EPRA Earnings 1.7 0.5 1.4 0.4

On an Adjusted EPRA earnings basis, various items are reclassified within the income statement to more accurately 
reflect the net cost of the Group’s property outgoings, which is used in the calculation of the EPRA cost ratios.  
This includes the recovery of certain headrent and other costs from the occupational tenants.

While the costs of the rent concessions are not a recurring cost they have not been excluded from Adjusted EPRA  
EPS as they relate to the ongoing management of the portfolio and are in any case not material to the Group.

Adjusted EPRA EPS: administrative expenses
The Group’s administrative expenses for the year and prior year are the same under the IFRS and the EPRA measure, 
while Adjusted EPRA EPS excludes any incentive fees which are payable in shares.

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

Advisory fees 13.7 4.2 14.7 4.6
Other administrative expenses 2.8 0.8 1.6 0.4
Corporate costs 0.5 0.2 0.6 0.2

17.0 5.2 16.9 5.2
Incentive fee payable in shares – – 4.9 1.5
VAT on incentive fee, payable in cash – – 0.4 0.1

Total administrative expenses 17.0 5.2 22.2 6.8

Because VAT cannot be applied to the rents on the Healthcare assets, there is an element of irrecoverable VAT  
incurred on the Group’s running costs which is included within each relevant line item in the table above. The  
proportion of disallowed VAT on administrative expenses averaged 30% during the year (2019: 26%) and was  
39% as at 31 December 2020 (31 December 2019: 30%).

As an externally managed business, the majority of the Group’s overheads are covered by the advisory fees paid to  
the Investment Adviser, which meets o�ce running costs, administrative expenses and remuneration for the whole 
management and support team out of those fees. The advisory fee for the year amounted to £12.8 million plus 
irrecoverable VAT of £0.9 million (2019: £13.8 million plus irrecoverable VAT of £0.9 million). If there were no change  
in EPRA NAV in the 2021 financial year and assuming that surplus cash at 31 December 2020 is not deployed, the 
advisory fee for 2021 would be £12.0 million plus VAT (£12.9 million of cost including irrecoverable VAT).
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Investment Adviser’s Report continued

Adjusted EPRA EPS: administrative expenses continued
The basis of calculating the advisory fees is explained in note 25b to the financial statements. In summary, the fees are 
calculated on a reducing scale based on the Group’s EPRA NAV (as defined under the EPRA recommendations in place 
at the time of inception of the management contract), at:

• 1.25% per annum on EPRA NAV up to £500 million; plus
• 1.0% on EPRA NAV from £500 million to £1 billion; plus
• 0.75% on EPRA NAV from £1 billion to £1.5 billion: plus
• 0.5% thereafter.

In this way, the Investment Adviser is directly exposed to the reduction in the Group’s EPRA NAV by way of a reduction 
in its fee income with the annualised reduction at 31 December 2020 amounting to £0.9 million per annum.

In February 2020 the Independent Directors approved a proposal made by the Investment Adviser to exclude the 
surplus cash on the hospitals portfolio disposal in 2019 from the advisory fee calculation. With e�ect from 1 April 2020, 
for the purposes of calculating the advisory fee only, EPRA NAV excludes the balance of that surplus cash to the extent 
that those funds have not been:

• deployed in topping up dividends or otherwise returned to shareholders;
• invested in acquisitions; or
• used for liability management.

The saving for the 2020 financial year as a result of this amendment is £0.8 million. The surplus cash realised on the 
disposal was £164.0 million. Prior to the balance sheet date, £50.1 million (2019: £3.5 million) had been applied in 
dividend top ups and liability management, resulting in a balance of the surplus at 31 December 2020 of £113.9 million 
(2019: £160.5 million).

The management contract between the Company and the Investment Adviser has a term expiring in December 2025 
and will be subject to its next review by the Remuneration Committee in December 2022. There are no renewal rights  
or payments at the time of expiry. Any payments on termination of the contract triggered by a change of control of  
the Company are limited to four times the most recent quarterly fee prior to any such change occurring, which is the 
maximum amount payable on any form of termination of the contract.

The other recurring administrative expenses are principally professional fees, including the costs of independent 
external property valuations, external trustee and administration costs, tax compliance fees and the fees of the external 
auditor, which are largely billed directly to subsidiary undertakings. Fees paid to the auditor are disclosed in note 7 to 
the financial statements.

Corporate costs are those costs necessarily incurred as a result of the Company being listed and comprise:

• fees payable to the four Independent Directors amounting to £0.2 million in the year (2019: £0.2 million),  
with the other three Directors being shareholders in the Investment Adviser who receive no directors’ fees  
from the Company; and

• other costs of being listed, such as the fees of the nominated adviser required under the AIM Rules, registrars’  
fees and AIM fees, which together totalled £0.3 million (2019: £0.4 million) in the year.

If the Total Accounting Return to investors over a financial year, as set out in the audited accounts, exceeds a compound 
growth rate of 10% per annum above the EPRA NAV per share the last time any incentive fee was paid, the Investment 
Adviser earns an incentive fee amounting to 20% of any surplus above that priority return to shareholders, subject to a 
cap of 5% of EPRA NAV (other than in the event of a sale of the business, where an incentive fee, if earned, would not be 
capped). Any such fee is payable in shares which are not permitted to be sold, save in certain limited circumstances, for 
a period of between 18 and 42 months following the end of the year for which they were earned. The 2019 fee payment 
was satisfied by the issue of 1.2 million shares in March 2020.
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Having adjusted for dividends paid in the year, the benchmark EPRA NAV per share for the year ended 31 December 
2020 was 459.6 pence. Shareholder returns for the year fell short of the benchmark so no fee has been earned in 
respect of the 2020 year (2019: £4.9 million plus VAT).

The benchmark return to be achieved before any incentive fee is earned in respect of the 2021 financial year must 
exceed 10% per annum from 31 December 2019 (the most recent year in respect of which a fee was earned) therefore 
the Group’s EPRA NAV growth plus dividends paid in the year must exceed 124.4 pence per share before any fee is 
earned for 2021, which is estimated to be equivalent to EPRA NTA of 503.6 pence per share before dividends.

Adjusted EPRA EPS: net finance costs

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

Interest on secured debt facilities: 

Outstanding throughout the year 45.9 14.2 46.2 14.3
Repaid in August 2019 – – 4.1 1.3

45.9 14.2 50.3 15.6
Amortisation of costs of arranging facilities (non-cash):

Routine amortisation over loan term 2.3 0.7 2.4 0.7
Accelerated amortisation on prepayment from property  
sales in 2019 – – 1.4 0.5

2.3 0.7 3.8 1.2
Interest charge on headlease liabilities 1.7 0.5 1.7 0.4
Loan agency fees and other lenders’ costs 0.3 0.1 0.5 0.2
Fair value movements on derivatives 0.1 – – –
Interest income on cash and cash equivalents (0.4) (0.1) (0.7) (0.2)

Net finance costs for the year (IFRS basis) 49.9 15.4 55.6 17.2
Accelerated amortisation on prepayment from property  

sales in 2019 – – (1.4) (0.5)

Net finance costs for the year (EPRA basis) 49.9 15.4 54.2 16.7
Financing element of headrent costs reclassified  

to property outgoings (1.7) (0.5) (1.7) (0.4)
Costs of negotiating and documenting rent concessions 

reclassified to property outgoings (0.1) – – –

Net finance costs for the year (Adjusted EPRA basis) 48.1 14.9 52.5 16.3

The nature and principal terms of the Group’s loan facilities are explained in the Financing section earlier in this report.

Oaklands Hospital Manchester
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Adjusted EPRA EPS: Tax
The Group is a UK Group REIT, so its rental operations, which make up the majority of the Group’s earnings, are exempt 
from UK corporation tax, subject to the Group’s continuing compliance with the UK REIT rules. The Group is otherwise 
subject to UK corporation tax on any net income not arising from its rental operations.

Tax is payable on the Group’s German rental operations at an e�ective tax rate in the year of 15% (2019: 15%), resulting  
in a tax charge of £0.4 million (2019: £0.3 million). The balance sheet includes a deferred tax liability of £11.9 million 
(2019: £11.3 million) relating to unrealised German capital gains tax on the German properties, which would only be 
crystallised on a sale of those assets. There are no plans at present to sell these assets, so the deferred tax is not 
currently expected to be crystallised.

On an IFRS basis, the current tax charge and the movement in deferred tax result in a net tax charge of £0.3 million 
(2019: £1.1 million). Deferred tax is excluded from EPRA EPS and Adjusted EPRA EPS as shown in note 10 to the  
financial statements.

In the EPRA NTA calculation, in accordance with the EPRA Guidance, half of the deferred tax is excluded. This is on  
the basis that the Company has neither (i) decided never to sell the German assets, as the Board manages its assets  
in an opportunistic way and would sell the assets if that presented the best option for shareholders; nor (ii) identified  
a consistent track record of disposal of assets and related capital gains within the strict criteria set out within the  
EPRA guidance.

Adjusted EPRA EPS: Currency translation
94% (2019: 95%) by value of the Group’s property assets are located in the UK and the financial statements are 
therefore presented in Sterling. 3.9% (2019: 3.1%) of the Group’s EPRA NTA comprises assets and liabilities relating  
to properties located in Germany, valued in and generating net earnings in Euros. Exposure to currency fluctuations is 
partially hedged through assets, liabilities, rental income and interest costs being Euro denominated. The Group remains 
exposed to currency translation di�erences on the net results and net assets of these unhedged operations. Foreign 
currency movements are recognised in the statement of other comprehensive income.

The German properties are valued at €128.2 million as at 31 December 2020 (2019: €129.7 million), with the Euro 
denominated secured debt amounting to €71.6 million (2019: €71.8 million). The Euro strengthened against Sterling  
over the year by c. 6% (2019: weakened by 5%) and as a result there was a net currency translation gain of £2.1 million 
(2019: loss of £2.0 million) on an IFRS basis. Half of the deferred tax liability is excluded from EPRA NTA and as a result 
a currency translation loss of £0.3 million (2019: gain of £0.3 million) arises in the movement in EPRA NTA in relation to 
the German operations.

Key performance indicator – Net LTV ratio
The Board structures debt facilities with a view to maintaining a capital structure that will enhance shareholder returns 
while withstanding a range of market conditions.

During the year, the Group’s Net LTV rose from 31.9% to 36.4% which reflects the impact of £136.2 million of decreased 
property values (2019: £80.7 million of property valuation uplifts) along with the deployment of £34.6 million of cash  
in topping up dividends which have been maintained in the year and £11.8 million of liability management by way of 
meeting debt service costs temporarily uncovered during a rent deferral period.

While the Net LTV ratio is one indicator of borrowing risk it does not present a complete picture of risk facing the 
Company. The Board always considers Net LTV in conjunction with a wider assessment of headroom on financial 
covenants within debt facilities and, as part of that assessment, the security of portfolio rental income in order to 
evaluate risks that the Company and the Group may be facing.

Investment Adviser’s Report continued
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Key performance indicator – headroom on debt covenants
The Board’s approach to managing the Group’s capital structure includes assessing the risk of any breach of covenants 
within secured debt facilities and considering the extent to which these risks can be managed. Covenant calculations 
are regularly and carefully monitored on various scenarios within a realistic range of outcomes, including stress tested 
and reverse stress test scenarios. At the inception of new loans, facilities are structured to ring-fence the extent  
to which the Group’s assets are at risk, ensuring that levels of headroom over financial covenants are appropriate. 
Subsequently, the Board considers the Group’s liquidity needs regularly and aims to maintain a level of Uncommitted 
Cash which could be applied in avoiding or curing debt defaults in the event that it is needed.

When evaluating the appropriateness of the level of secured debt, the Board has regard to the unusual nature of the 
Group’s income streams, specifically that all of the occupational leases are significantly longer than conventional UK real 
estate leases and that the Group’s rental income can be expected to increase annually as a result of the annual minimum 
fixed rental uplifts on 38% of portfolio income, with a further 3% subject to three or five yearly uplifts and the additional 
prospect of increases from the upwards only RPI-linked reviews on the rest of the portfolio. Overall, two thirds of the 
portfolio rents before any Covid-related rent concessions are subject to annual review with the remainder subject to 
three or five yearly reviews. This structure gives rise to predictable improvements in interest cover across the Group  
in aggregate on the basis of contractual income flows and a naturally deleveraging debt profile on the assumption  
of constant valuation yields. The Board also has regard to other factors including specific tenant credit risks.

The Board reviews the headroom on all financial covenants at least quarterly, including stress tested and reverse stress 
test scenarios. The headroom on key financial covenants at the first test date following 31 December 2020 (which in  
all cases fell before the end of January 2021) is summarised below, including the fall in valuation (and related Net Initial 
Yield) or the fall in rent that would trigger a breach of the relevant covenant at the first test date after the balance sheet 
date, before any preventative or remedial actions are taken. Defensive actions could include utilising any of the Group’s 
significant Uncommitted Cash of £192.0 million as at 31 December 2020 and which is further explained under the 
heading “Key performance indicator – Uncommitted Cash”.

Scenarios before any remedial action

At 31 Dec 2020 Covenant

Net Initial 
Yield 

triggering LTV 
test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Merlin facility
Property security at independent valuation (£m) 616.2
Gross loan outstanding (£m) (380.4)
Other subgroup net assets (£m) 10.2

Ring fenced equity (£m) 246.0

Ring fenced equity (pence per share) 75.9p

LTV default test n/a none n/a n/a
Cash trap LTV test: 1% per annum loan amortisation 62% <80% 7.0% 23%
Cash trap LTV test: full cash sweep 62% <85% 7.4% 27%
Rental fall before interest covered 1:1 29%

While the valuation fall to trigger the LTV cash sweeps has tightened since 31 December 2019 (from 28% for 1% 
amortisation and 32% for the full cash sweep) as a result of the fall in valuation in the year, the yield required to trigger  
a cash sweep has increased slightly as a result of both the 1.5% RPI increases in rental income on the UK properties and 
3.3% fixed increases on the German properties, and the reduction in finance costs by way of £1.0 million of scheduled 
loan amortisation. The net initial yield required to trigger a 1% per annum additional amortisation has increased from 
6.9% to 7.0% and the full cash sweep trigger point has increased from 7.3% to 7.4%.

During the year, the lenders consented to the rent deferral but the credit agreements are otherwise unchanged.
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Key performance indicator – headroom on debt covenants continued

Scenarios before any remedial action

At 31 Dec 2020 Covenant

Net Initial 
Yield 

triggering LTV 
test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Healthcare facility 1
Property security at independent valuation (£m) 623.0
Gross loan outstanding (£m) (299.7)
Other subgroup net assets (£m) 0.1

Ring fenced equity (£m) 323.4

Ring fenced equity (pence per share) 99.8p

Cash trap LTV test: full cash sweep 48% <74% 6.8% 35%
LTV test 48% <80% 7.3% 39%
Cash trap projected interest cover: full cash sweep 192% >140% 27%
Projected interest cover test 192% >120% 38%

Headroom on the LTV tests has increased over the 31 December 2019 levels which were a 33% fall in valuation to a 6.6% 
valuation yield for the LTV cash sweep trigger and a 38% fall to a 7.1% valuation yield for the LTV default test. Headroom 
on the interest cover test has improved from 35% to 38% as a result of a combination of the fixed 2.77% weighted 
average rental increase in the year and the reduction in finance costs because of £3.2 million of scheduled 
loan amortisation.

Scenarios before any remedial action

At 31 Dec 2020 Covenant

Net Initial 
Yield 

triggering LTV 
test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Healthcare facility 2
Property security at independent valuation (£m) 146.1
Gross loan outstanding (£m) (63.8)
Other subgroup net assets (£m) 0.3

Ring fenced equity (£m) 82.6

Ring fenced equity (pence per share) 25.5p

LTV test 44% <80% 8.2% 45%
Cash trap projected debt service cover test  

(full cash sweep if triggered) 225% >150% 33%
Projected debt service cover test 225% >125% 44%

Headroom on the LTV test has increased over the 31 December 2019 levels which was a 44% fall in valuation to an 8.0% 
valuation yield. Headroom on the interest cover test has improved from 31% to 33% for the cash sweep test and from 
42% to 44% on the default test as a result of a combination of the fixed 2.75% rental increase in the year and the 
reduction in finance costs because of £0.3 million of scheduled loan amortisation.

Investment Adviser’s Report continued
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Scenarios before any remedial action

At 31 Dec 2020 Covenant

Topped Up
Net Initial 

Yield 
triggering LTV 

test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Budget Hotels facility 2
Property security at independent valuation (£m) 195.9
Gross loan outstanding (£m) (65.4)
Other subgroup net assets (£m) 0.5

Ring fenced equity (£m) 131.0

Ring fenced equity (pence per share) 40.6p

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 33% <40% 8.5% 16%

Cash trap LTV test (full cash sweep if triggered) 33% <45% 9.6% 26%
LTV test 33% <50% 10.6% 33%
Cash trap projected interest cover test (full cash 

sweep if triggered) 610% >300% 51%
Projected interest cover test 610% >250% 59%

Budget Hotels facility 1
Property security at independent valuation (£m) 188.9
Gross loan outstanding (£m) (59.0)
Other subgroup net assets (£m) 2.3

Ring fenced equity (£m) 132.2

Ring fenced equity (pence per share) 40.8p

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 31% <40% 9.1% 22%

Cash trap LTV test (full cash sweep if triggered) 31% <45% 10.2% 31%
LTV test 31% <50% 11.4% 38%
Cash trap projected interest cover test  

(full cash sweep if triggered) 792% >300% 62%
Projected interest cover test 792% >250% 68%

The two hotels facilities are ring fenced from one another as while they have the same arranger, they each have  
a di�erent lender group. However, the comments below relate to both facilities as they are structured in much  
the same way and the factors a�ecting the covenants in the year were the same for each facility. 

Income and LTV covenants have both tightened as a consequence of the Travelodge CVA measures implemented  
in June 2020. The Budget Hotels facilities were both negotiated at low levels of LTV and with very significant income 
cover, designed to reflect the Board’s assessment of risk in the tenant. This high income cover and relatively lower 
leverage has acted, as designed, as a ‘shock absorber’ and to a significant extent dealt with the impact of the CVA.  
As the maximum rent reductions are historic as at the January 2021 covenant test date, income covenant headroom  
is already approaching pre pandemic levels. Assuming that the rents continue to be paid on the terms agreed in the 
CVA, the headroom on interest cover and LTV tests should continue to improve.

Lenders consented in the year to the lease amendments arising from the tenant CVA and amended certain income 
covenants to accommodate the revised rental profile over the concession period. The credit agreements are 
otherwise unchanged.
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Key performance indicator – headroom on debt covenants continued

Scenarios before any remedial action

At 31 Dec 2020 Covenant

Net Initial 
Yield 

triggering LTV 
test

Valuation fall 
before LTV 

test triggered

Rent 
fall before 

interest cover 
test triggered

Leisure facility: Arena, Brewery, Pubs
Property security at independent valuation (£m) 176.8
Gross loan outstanding (£m) (60.0)
Other subgroup net assets (£m) 2.9

Ring fenced equity (£m) 119.7

Ring fenced equity (pence per share) 36.9p

Partial cash trap LTV cash (50% cash sweep) 34% <40% 7.1% 15%
Cash trap LTV test (full cash sweep if triggered) 34% <45% 7.9% 25%
LTV test 34% <50% 8.8% 32%
Projected interest cover test 350% >150% 57%

The LTV on this facility has increased in the year from 30% to 34% resulting in lower headroom over the financial 
covenants. However, the yield movement required to trigger the LTV tests has tightened by only 0.2 percentage points 
given the relatively low leverage on the facility. The headroom on the income test has tightened from 71% to 57% as we 
have excluded from the income forecast at the test date any rents in arrears on that date. Those rents were collected 
very shortly after the test date and cover was therefore further restored. The low leverage and ample day one 
headroom on covenants has accommodated the valuation movements, rent concessions and a delay in collecting  
one of the amounts due in this portfolio meaning that headroom levels, while reduced, remain reasonably comfortable.

The lender has consented to the rent concessions granted in the year. The credit agreement is otherwise unchanged.

Key performance indicator – Uncommitted Cash
The ability to prevent or mitigate debt covenant breaches is an important part of the Board’s leverage strategy. 
Headroom considered appropriate to the business has been negotiated on all financial covenants together with certain 
contractual cure rights, including the ability to inject cash (subject to some limitations as to the frequency and duration 
of cash cures) into ring-fenced financing structures in the event of actual or prospective breaches of financial 
covenants. The Board regularly monitors the Group’s levels of Uncommitted Cash, which are the cash balances outside 
ring-fenced structures secured to lenders, net of any creditors or other cash commitments at the balance sheet date.

The Group’s Uncommitted Cash was £192.0 million as at 31 December 2020, which represents free cash of £196.6 million 
net of £4.6 million of current liabilities. Uncommitted Cash is down from £234.2 million as at 31 December 2019 largely 
as a result of the £34.6 million of cash directed to supporting the dividend and the £11.8 million used for loan 
repayments during the period of temporary rent concessions. The balance of Uncommitted Cash held at 31 December 
2020 exceeds the principal outstanding of each of four of the Group’s six credit facilities.

As demonstrated in the table of covenant headroom, there remains a substantial ‘cushion’ over covenant levels in each 
facility but the option to manage future stresses on covenants remains an important part of the Company’s leverage 
management strategy while general risk in the economy and for the certain of the Group’s tenants remains at an 
elevated level.

Investment Adviser’s Report continued
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Cash flow
The business is structured to provide an e�cient flow through of net income to the payment of dividends. Rents  
in the ordinary course are predictable, financing costs are in the main fixed and the majority of operating costs are 
represented by the advisory fees which are transparently calculated relative to the Group’s net assets.

The rent concessions granted in the period have reduced the cash flow from operating activities by £34.0 million in rent 
reductions and related costs. £17.7 million in deferral of rents due from Merlin are expected to be received in September 
2021 and the temporary variation for some tenants to pay monthly in advance rather than quarterly has reduced 
operating cash inflows by a further £0.8 million. Both of these e�ects are expected to reverse in the 2021 financial year. 
Assuming that no further material tenant concessions are required, the e�ect of the pandemic concessions in 2021 is 
expected to be a positive £8.8 million in additional rents plus the reversal of the Merlin deferral and temporary changes 
in payment terms, so £27.3 million of additional cash inflow in the year compared with 2020. Rent collections have been 
very strong in the year with only £0.3 million in rent arrears at the year end, all of which has been since collected.

The structure of the Company’s external manager’s fees is such that the advisory fee, which covers the majority of 
Group overheads, has reduced by £1.0 million year on year and the reduction in debt from assets sales in 2019 together 
with scheduled loan amortisation means that net interest costs are £5.5 million lower in 2020 than in 2019. The 
continuation of dividend payments in the year through the period of temporary concessions is the main contributor  
to the £47.5 million cash outflow in the year.

Year to 31 December 2020 Year to 31 December 2019

£m
Pence per 

share £m
Pence per 

share

Cash from operating activities 54.7 16.9 100.7 31.2
Net interest and finance costs paid (47.4) (14.5) (52.9) (16.4)
Tax paid (0.4) (0.1) (0.2) (0.1)

6.9 2.3 47.6 14.7
Dividends paid (50.8) (15.7) (52.5) (16.3)

(43.9) (13.4) (4.9) (1.6)
Scheduled repayment of secured debt (4.4) (1.4) (4.0) (1.2)
Property disposals net of debt repayment 1.1 0.3 174.7 54.1
Acquisition of tangible fixed assets (0.3) (0.1) – –
Acquisition of investment properties – – (0.3) (0.1)

Cash flow in the year (47.5) (14.6) 165.5 51.2
Cash at the start of the year 267.1 82.7 101.7 31.6
Currency translation movements 0.1 – (0.1) –
Dilution from incentive fee share issues – (0.3) – (0.1)

Cash at the end of the year 219.7 67.8 267.1 82.7

The Group’s investment properties are let on full repairing and insuring terms, with each tenant obliged to keep their 
premises in good and substantial repair and condition, including rebuilding, reinstating, renewing or replacing premises 
where necessary. Consequently, no material unrecovered capital expenditure, property maintenance or insurance costs 
have been incurred in the year and it is not currently expected that material costs of that nature will be incurred on the 
portfolio as it stands at 31 December 2020. Risks to future cash flows are summarised in the Principal Risks and 
Uncertainties section of the Strategic Review.
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Management Team and Investment Advisory Agreement
As explained at the start of this report, the Company is externally managed by an experienced team, appointed under 
the terms of a contract known as the Investment Advisory Agreement. The terms of that agreement have not changed 
since the amendment proposed by the Management Team and approved by the Board in March 2020 to reduce the 
advisory fee to reflect the larger than usual cash balance held by the Group, details of which appear in note 25b to the 
financial statements.

The team providing services to the Company has remained unchanged during the year and since the balance sheet 
date. In December 2020, a director and shareholder in the Investment Adviser retired. He had not been involved in the 
day to day delivery of services to the Company. The other members of the Management Team acquired his interests in 
the Investment Adviser and related entities and as a result increased their personal investment in the Company by some 
10% each, investing a further £5.3 million in cash between them in their interests in the Company’s shares through their 
increased shareholdings in those management entities, in addition to a further £0.5 million invested by the team in the 
purchase of the Company’s shares on the market during 2020.

As a team, we are the second largest shareholder in the Company with 12.4% of the shares, worth over £152 million  
at 31 December 2020 EPRA NTA. Every member of the Management Team has a personally significant investment in 
Secure Income REIT Plc. That interest, together with the fee arrangements which are directly related to the value of the 
business and to growth in shareholder returns, provides exceptionally strong alignment of our interests with those of 
all shareholders.

Our team at Prestbury has continued to perform in their usual diligent way despite the many challenges and personal 
stresses of the pandemic and we are grateful to them for their commitment. This has been, without question,  
a challenging year but the team remains highly energised and motivated to deliver the very best for the Company  
and all of its stakeholders.

Nick Leslau
Chairman, Prestbury Investment Partners Limited
10 March 2021

Investment Adviser’s Report continued
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Strategic Review

Strategy and investment policy
Strategy
One of the key reasons for creating the Company as a specialist long lease REIT in 2014 was that investors had a 
requirement for a tax e�cient investment in well secured, long term, inflation protected income from industries with 
sustainable prospects against a background of a marked reduction in the average term to the first tenant break or lease 
expiry in the UK property market. The ‘lower for longer’ interest rate environment which has persisted for some time 
now creates conditions where we believe that demand for these types of assets should continue to remain strong.  
The prospect of inflationary conditions fuelled by Government responses to the pandemic only reinforces this thesis. 

The Board’s intention is for the Group to continue to hold a diversified portfolio of long term, secure income streams 
from real estate investments across a range of property sectors, enhancing prospects for attractive total returns  
both from the existing portfolio and, when appropriate, through earnings accretive acquisitions. In this way, the Board 
believes that the Company is well placed to continue to o�er attractive geared returns from high quality real estate, with 
tenants operating with well established brands in industry sectors with strong defensive characteristics. An important 
characteristic of the portfolio is that assets acquired are Key Operating Assets, meaning they are business critical from 
the tenant’s perspective. In that way, rental security is more certain as the assets in question form an essential part of 
the value of the tenants’ own businesses, therefore the tenants are strongly motivated to continue to invest in the assets 
and to retain their leases.

Through the implementation of the investment policy, set out below, the Board believes that it will be able to deliver 
returns-enhancing deals in the interests of all shareholders and, when investment and equity market conditions are 
right, the Board aims to add to the Group’s existing portfolio of Key Operating Assets to further build a substantial 
diversified portfolio providing secure, growing income and capital returns for shareholders. This could include further 
acquisition opportunities from a range of sources including operating businesses, non-REITs with latent capital gains 
fettering sale prospects and opportunities where the Company’s shares may be used as currency to unlock value. 
Acquisitions should be accretive to shareholder returns and will be financed with modest leverage and non-dilutive 
equity issues.

The Company is managed by a team with an exceptionally large 12.4% interest in the Company, worth over £152 million 
at the 31 December 2020 EPRA NTA, making them as a team the second largest shareholder in the Company. The 
Management Team has continued to invest in their holdings in the Company during the year, with on market purchases 
amounting to £0.5 million and a further buyout of a retiring non-executive Management Team member amounting to a 
£5.3 million cash investment in December 2020. Consequently, the motivation for the Management Team to deliver on 
strategy is very strong, with their interests closely aligned with those of all shareholders.

Investment policy
The Company invests in long term, secure income streams from real estate investments. A long term income stream is 
considered to be one with (or a portfolio with) a Weighted Average Unexpired Lease Term in excess of 15 years at the 
time of acquisition. Security of income is assessed with reference to the extent of rent cover from underlying earnings, 
the credit strength of tenants and (where relevant) guarantors, and the reversionary potential of the assets.

The portfolio is considered by the Board to o�er attractive geared returns from high quality real estate, with tenants 
which have well established brands in industry sectors with strong defensive characteristics. The Board proposes to 
build on this strong foundation by seeking to:

• diversify sources of income and enhance prospects for attractive shareholder returns through acquisitions; and
• manage the Company’s capital structure in order to enhance income returns for investors whilst maintaining 

discipline over net debt levels and terms.

The Group’s business model is explained in the Investment Adviser’s Report on pages 8 and 9.
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Potential future changes to strategy and the business model
The Board aims to keep future risks to the business under review with the objective of amending the Company’s 
strategy or business model on a timely basis if necessary. No-one has perfect foresight, but currently the principal areas 
being considered in this context are climate risk and the risks of an extended Covid-19 pandemic or of a new pandemic.

The way that climate change is manifesting itself is prompting a range of responses from governments and businesses 
around the world. These responses in turn feed back into climate change itself and will have an impact on businesses, 
individuals and economies. Predicting the way that climate change and the responses to it will interact and impact on 
this business and that of our tenants remains di�cult to assess accurately. However, we know that our principal tenants 
are very much alive to the risks and to their responsibilities and we report on their approaches and progress later in this 
report. Furthermore, we consider that climate change may well present opportunities as well as challenges. Widespread 
decarbonisation to meet global emissions goals may well increase costs for our tenants in the short term, albeit 
potentially for medium to longer term benefits in both social and economic terms. We will remain close to our tenants  
to understand their considerable e�orts to reduce emissions and meet their climate commitments, and work with them 
where we can to our mutual benefit. We will continue to report on those e�orts in the Corporate Responsibility section 
of our annual reports and on our website.

The scale and suddenness of the onset of the Covid-19 pandemic prompted an early and considered reaction from the 
Board and management of the Company, both in terms of support provided for the Group’s tenants and the change  
in our working practices. The business and our tenants’ businesses have to date weathered the storm due to the 
robustness of their business operations and brand strength. The Board considers that the Company is well positioned  
to provide further support to tenants if that is needed and to benefit from any recovery as and when it ultimately 
comes. This has not prompted any changes to the Company’s strategy or business model at this stage save as to  
the consideration of further diversification of income when appropriate, but not at any cost. While sustainability in its  
widest sense and the longevity of the businesses operating the assets that the Company owns have always been key 
considerations, it is fair to say that the pandemic has heightened our awareness of previously unanticipated external 
threats to those businesses, reminding us of the importance of this particular plank of the Company’s strategy.

Key performance indicators
In order to oversee the successful delivery of the investment strategy, the Board regularly monitors the following key 
performance indicators, which are reported on in the Investment Adviser’s quarterly reports to the Board and more 
frequently when appropriate:

• Total Accounting Return and Total Shareholder Return
• Adjusted EPRA EPS
• Net LTV Ratio
• Headroom on debt covenants
• Uncommitted cash

Each of these is reported on in the Investment Adviser’s Report from page 23.
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Corporate responsibility and ESG
The Board is mindful of its responsibilities to all of its stakeholders, including the wider community, when it  
makes decisions in setting and implementing the Company’s strategy. Alongside its fiduciary, regulatory and legal 
responsibilities, these responsibilities include those which can be broadly classified under the headings environmental 
responsibility, social responsibility and governance, widely referred to as “ESG”.

While we do not run any trading operations on site at any of the assets owned by the Group, we take into account  
the impact of our assets on people and the environment so we monitor our tenants’ compliance with the terms of  
their leases and with good estate management practice, including in the areas of health and safety and sustainability, 
recognising that the assets that the Group owns are places where buildings connect with peoples’ lives. During the 
current financial year, we have commissioned a review of our ESG policies from independent experts. We therefore 
expect to further develop our reporting on this area with e�ect from the 2021 financial reports. 

We comment below on the Company’s own ESG policies and follow this with a brief summary of the key ESG policies 
and strategies of our major tenants’ businesses in the specific areas of ESG where they intersect most closely with 
our portfolio.

Environmental responsibility
In considering environmental responsibility, the Board has regard to climate, nature and sustainability. In our reporting, 
the Board makes reference to the Real Estate Sustainability Accounting Standard, published in October 2019 by the 
Sustainability Accounting Standards Board (“SASB”). That standard sets out certain metrics that are considered 
relevant for REITs, and has categorised certain ‘activity metrics’ against which the Group reports as follows:

Leisure Hospitals Budget Hotels Total
Number of assets 26 12 123 161
Lettable floor area The nature of the great majority of the Group’s assets is such that lettable area 

measured in square feet is not a relevant measure. As the assets are operational 
assets, lettable floor area is not monitored by the Board and so is not provided.

Percentage by ERV of indirectly 
managed assets (where tenants 
have operational control) 98.9% 100% 100% 99.5%

Average occupancy rate by ERV 99.9% 100% 100% 100%

For the overwhelming majority of the Group’s assets, operational control of the asset rests with the tenant. Consequently, 
the energy management and water management data outlined in the standard is not provided in this report, nor is it 
currently monitored by the Board as in most cases the information is not at this stage able to be obtained from the tenants 
under the terms of the leases. We comment further on the policies of our major tenants and our engagement with them 
under the heading “ESG policies and strategies of our major tenants” on page 42. We are, however, working closely with 
our tenants to obtain relevant information to better support their and our own objectives.

The SASB standard suggests disclosure of the approach to “management of tenant sustainability impacts”, described as the 
manner in which agreements, contracts and relationships with tenants are structured to be instrumental in e�ectively managing 
the sustainability impacts of those tenants. This can include aligning sustainability outcomes, creating systems for measuring 
and communicating resource consumption information, and/or mandating minimum sustainability performance criteria. All 
investment property assets owned during the year, with the exception of the small income stream from the Manchester car 
park operating agreement entered into during 2020, had their leases already in place at the time of acquisition and the Group 
has no ability to unilaterally change their terms, including insofar as sustainability is concerned. 

432



40 Secure Income REIT Plc Annual Report 2020

Strategic Review continued

Environmental responsibility continued
Aside from the requirement for tenants to abide by all laws and regulations, including environmental law, none of the Group’s 
leases have provisions which are relevant to management of tenant sustainability in a specific way. This is in large part because 
the majority were granted at least five years ago and in most cases over 13 years ago, when it was very uncommon for 
sustainability criteria or reporting to be included in leases. The Group has only negligible amounts of vacant space and therefore 
has extremely limited opportunity to make a meaningful di�erence by introducing tenant sustainability management measures 
on new lettings. Where space becomes available for letting or lease renewal, compliance with environmental standards and 
promotion of good environmental practices form part of the assessment of appropriate lease terms. A recent example is the 
requirement for Citipark, the new operator of the 1,000 space car park at Manchester Arena, to o�er a discounted tari� to all 
Euro 6 compliant vehicles, which was negotiated when the operating agreement was entered into during the year. However, 
98% of the Group’s leases by rental value have terms to expiry (with no breaks) of greater than 16 years therefore it is not 
anticipated that the pace of change in lease terms will accelerate materially in the near term.

Finally, the SASB standard suggests reporting on “climate change adaptation” which is an assessment of the approach 
to managing climate change risk. The Board considers that the structures of the Group’s leases, where the risks of 
continuing to operate each asset rest with the tenants and guarantors (where relevant), together with the insurance  
of assets in accordance with the principles of good estate management, mean that this risk is managed to the extent 
that is proportionate for a company with the vast majority of its assets being subject to very long leases on full repairing  
and insuring terms where the tenants bear the majority of these risks.

The Board has also considered the recommendations of the Task Force on Climate-related Financial Disclosures 
(“TCFD”) and, while not yet in a position to fully comply, has specifically aimed to address all four ‘pillars’ of TCFD’s 
recommendations:

• Governance, where the Board retains responsibility for assessing environmental risks, opportunities and 
responsibilities, as set out in the Board Leadership and Company Purpose section of the Corporate Governance 
Report on page 56;

• Risk management, where climate risk is included in the report of Principal Risks and Uncertainties on page 47;
• Strategy, where the impacts of climate change and environmental issues are addressed in the summary of the 

business model, strategy and future strategy, on page 38; and
• Metrics and targets, where we explain in this section of the report our approach to working closely with our  

tenants and the continuing development of our own policies in this area. 

Social responsibility
Social responsibility encompasses a wide range of issues, including in particular:

• Equality, diversity and inclusion
 The Board is committed to fairness and to encouraging diversity on the Board and in its operations, including 

prevention of any forms of discrimination including under the terms of the Equality Act 2010. The terms of reference 
of the Nominations Committee include a requirement for it to regularly review the structure, size and composition of 
the Board including the skills, knowledge, experience and diversity of the Directors. The Committee’s report includes 
commentary on its work in this respect on page 77. The Corporate Governance Report includes details of the 
composition of the Board on pages 60 and 61, including a description of the balance of skills, experience and  
gender on the Board. The gender balance of the Board is two female and five male directors.

 
 As an externally managed business, no Group company has any employees, therefore the Group is not required to 

report in this annual report on gender balance or the gender pay gap, nor on recruitment policies or procedures for 
employees. The Board has, however, satisfied itself with the appropriateness of the Investment Adviser’s approach  
to fairness and equality in its operations. The Investment Adviser has confirmed that it complies with all relevant laws 
and regulations in that respect. The gender split of the wider external management team and sta� as shown on page 55  
is 50/50 with eight males and eight females.
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• Human rights and supply chain integrity
 Both the Company and the Investment Adviser have complied with their responsibilities under the Modern Slavery 

Act 2015 and the relevant confirmations are regularly updated and included on their respective websites.

• Data protection and protection of privacy
 The Company and the Investment Adviser seek to comply at all times with relevant data protection legislation and to 

protect the privacy of counterparties where appropriate. There have been no breaches of policy or regulation in this 
regard in the reporting period.

• Health, safety and wellbeing
 While the Company does not have any employees, the health, safety and wellbeing of the Board, the Investment 

Adviser’s employees and those of its a�liated service provider, and the Group’s suppliers and other counterparties is 
taken into account in the Board’s decision making. This has been particularly relevant since the onset of the Covid-19 
pandemic, where remote working practices were implemented at an early stage, ahead of the UK’s national lockdown 
in March 2020. The Board and the board of the Investment Adviser have sought to support the physical and mental 
health of the workforce, including remaining in regular contact with all team members wherever they are based. The 
members of the Prestbury workforce have access to private health cover and also an externally run confidential 
helpline to support their physical and mental wellbeing.

Governance
Aspects of governance cover a broad range of matters including:

• the overall purpose and strategy of the Company;
• the structure and constitution of the Board and management of the business;
• engagement with the Company’s stakeholders;
• the management of risks and opportunities;
• the creation of appropriate incentive and remuneration arrangements; and
• regulatory aspects such as the prevention of money laundering and corporate crime, anti-bribery and corruption 

policies and the establishment and monitoring of an appropriate, transparent tax policy for the Company. 

These and other aspects of governance are set out in the Corporate Governance Report on pages 56 to 68.

ESG policies and strategies of our major tenants
One of the important features of the leases underpinning the value of the Group’s real estate assets is that they are 
granted on Full Repairing and Insuring (“FRI”) terms. This means that the tenant is responsible for the upkeep of the 
assets and their compliance with relevant laws and regulations. In terms both of the enduring value of the Group’s 
assets and of the Company’s responsibilities to stakeholders in a wide sense, understanding how our tenants fulfil  
these responsibilities is important to us.

While we do not in every case have reporting from our tenants on an asset by asset basis, we have engaged with their 
own Heads of Sustainability or other senior individuals responsible for ESG and we have summarised below key points 
from their publicly available corporate statements. We note that these are current as at the date of this report.

434



42 Secure Income REIT Plc Annual Report 2020

Contractual 
rent per annum  

£m

Merlin Entertainments 
Limited

35.6 Merlin Entertainments Limited has a “Responsible Business” section on its 
website, www.MerlinEntertainments.Biz. That includes reports on a range  
of ESG issues covering health, safety & security, people & communities, 
animal care & conservation, the environment and corporate governance.

The most directly relevant of these to the Company’s business is the Environmental 
Policy which includes among other things a commitment to comply with and, 
where appropriate and practicable, to exceed all relevant environmental legislation, 
and a commitment to measure, monitor and make public their annual carbon 
emissions with a carbon reduction target of at least 2% year on year.

Ramsay Health Care Limited 34.4 Ramsay Health Care Limited has published a Corporate Governance Statement 
on the “Investors” section of its website, www.RamsayHealth.com. This covers 
in some detail their various governance policies and includes, on page 14 of that 
statement, their sustainability policy. That report includes details of their Global 
Sustainability Committee and refers to the appointment during the financial 
year ended 30 June 2020 of a Group Sustainability O�cer, responsible,  
among other things, for driving their sustainability programme.

Ramsay has been included in the FTSE4Good Global Index every year since 
2011. That index identifies companies demonstrating strong ESG practices, 
measured against globally recognised standards. Every year since 2017, 
Ramsay received an MSCI* ESG rating of AA. Ramsay also publishes a 
Sustainability Impact Report, available on its website, covering the various 
aspects of ESG including, in their 2020 report, specific commentary on  
their actions during the Covid-19 pandemic.

Travelodge Hotels Limited 28.3 Travelodge Hotels Limited’s latest public statements on ESG matters are 
made in its annual report for the year ended 31 December 2019, which is 
available on the Investors section of its website www.Travelodge.co.uk/
investors. This includes, on pages 23 to 27, their sustainability reporting and 
social impact statement. It also discloses that their gross greenhouse gas 
emissions in 2019 represented a 7.9% reduction on those in 2018 and a 12.2% 
reduction was achieved in that period for the measure of emissions intensity 
relative to turnover. Travelodge reports that its “Energy Governance Group” 
is continuing to drive positive change in this area.

ASM Global (parent entity 
of SMG)

4.0 ASM Group’s Corporate Responsibility Statement is available on the  
“Our Story” section of its website, www.ASMGlobal.com. This includes an 
overview of their environmental policy, stating their intention to be industry 
leaders in this area and confirming that they undertake the measurement  
of greenhouse gas emissions, water consumption and waste reduction.

The Brewery on Chiswell 
Street Limited

3.4 The Brewery’s Corporate Social Responsibility statement is available within a 
dedicated section of its website www.TheBrewery.co.uk. The tenant and venue 
have achieved ISO20121 certification for sustainability in event management, 
incorporating socially and environmentally responsible decision making.

Major tenants 105.7 93% of Group contractual rent

* the reference to MSCI ESG Research LLC or its a�liates (“MSCI”), and the use of MSCI logos, trademarks, service marks or index names herein, does 
not constitute a sponsorship, endorsement, recommendation or promotion by MSCI. MSCI services and data are the property of MSCI or its information 
providers, and provided “as is” and without warranty. MSCI names and logos are trademarks or service marks of MSCI

Strategic Review continued

ESG policies and strategies of our major tenants continued
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Statement on stakeholder relationships made under Section 172(1) of the Companies Act 
The Directors consider that, in conducting the business of the Company over the course of the year ended 31 December 
2020, they have complied with Section 172(1) of the Companies Act 2006 (“the Act”).

The business is externally managed and the Group has no employees. The Board is of the opinion that its conduct and 
that of its external Management Team culminated from decisions made in good faith to promote the success of the 
Company for the benefit of all of its members, having regard to the impact of decisions on the following matters 
specified in Section 172 of the Act:

• the interests of the workforce, for whom the Chairman of the Remuneration Committee has special responsibility  
and who are also represented on the Board by the three Prestbury Directors;

• business relationships with suppliers, customers and other counterparties, where engagement is managed in the 
main by the Investment Adviser;

• the community and the environment, where the Board takes overall responsibility;
• the reputation of the Company for high standards of business conduct, monitored by the Board with input from 

advisers including the Company’s broker;
• fair treatment as between all members of the Company where the Investment Adviser engages routinely and  

where the Chairman of the Company and other Independent Directors make themselves available for meetings  
as appropriate; and

• the likely long term consequences of decisions made by the Board.

The strategy of the Company was initially laid out in the AIM Admission document issued in May 2014 and was 
approved by the Board at that time. Our strategy is summarised on page 37. In running the business, any deviation  
from or amendment of that strategy is subject to Board and, if necessary, shareholder approval.

At least annually, the Board considers a business plan and budget for the delivery of its strategic objectives. Through 
regular engagement with its stakeholder groups, the Board aims to gain a rounded and balanced understanding of  
the impact of its decisions. In the main, that information is gathered in the first instance by the Investment Adviser  
and communicated to the Board in its regular quarterly meetings and otherwise as required.

The key strategic decisions for the Board are those relating to asset acquisitions, lease variations, financing, disposals 
and distributions, and where these types of transaction, or any other material transaction or decision, is considered,  
the Board has regard to its wider obligations under Section 172 of the Act.

Specifically, during the 2020 financial year the principal non-routine decisions made by the Board related to the support 
extended to certain of the Group’s tenants as a result of the pressures on them from the Covid-19 pandemic. These were 
in the vast majority of cases constructive, collaborative bilateral discussions between the Company and those tenants, 
where the various outcomes were considered to represent a good result both for the tenant businesses, including their 
employees and other stakeholders, and the Company and its stakeholders, including specifically its shareholders and 
lenders. In the case of the Budget Hotels portfolio where the tenant implemented a Company Voluntary Arrangement 
(“CVA”), the process was more combative largely as a consequence of the way CVAs generally work, including the  
limits on information that can be provided and the lack of flexibility that is possible in accommodating suggestions or 
requirements from landlords either individually or in groups. However, despite these challenges the decisions taken by 
the Board as to how to approach the assessment of the CVA proposals and the consequences of it were taken with the 
best interests of the Company and its stakeholders in the foreground, but also in weighing up the best outcome for the 
tenant and its stakeholders including its customers, its many employees and its suppliers. The Board’s commitment to 
taking into account the long term consequences of its decisions underlies its focus on risk, including risks to the long 
term viability and success of the business. These assessments led the Board to conclude that the actions taken in 
granting rent concessions would benefit the Company as well as its tenants.
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Statement on stakeholder relationships made under Section 172(1) of the Companies Act continued
While the Group has no employees, the Board has regard to the interests of the individuals who are responsible for 
delivery of the management and advisory services to the Company. Three of the seven Directors are representatives  
of the Investment Adviser and, in their capacity as directors and majority owners of the Investment Adviser, have direct 
responsibility for the employees of the companies providing services to the business. In addition, the Chairman of the 
Remuneration Committee has responsibility for workforce engagement so that there is a direct line of communication 
from the workforce to the Independent Directors. There have been no strategic initiatives or transactions in the year 
that were considered to have a direct bearing on the employees of the external management business.

The Board has been kept informed of relevant developments in the workforce. The Investment Adviser has confirmed 
that none of the workforce has been furloughed or made redundant, that all members of the workforce have continued 
to be paid their salaries in full, and that the Investment Adviser and its associated companies have not drawn on the 
Government’s Job Retention Scheme or any other Covid-related support. Steps have been taken to protect the physical 
and mental wellbeing of the workforce, as far as possible. This includes access to a confidential helpline for physical and 
mental health issues which is provided by the Investment Adviser’s private medical insurer. The whole team has been 
required to work from home during the Government mandated lockdowns and at times during the various other ‘tiered’ 
restrictions. Where o�ce based work has been possible, teams were split and worked in rotation in and out of the 
o�ce, to minimise the number of people in the o�ce at any one time, to keep the workforce safe. The workforce below 
director level also participated in a special Covid-related charitable giving scheme funded by the Investment Adviser, 
additional to the charitable donations made in the ordinary course of its business, where each employee selected  
a number of charities which resulted in donations totalling £27,000 made to 32 good causes.

In the Board’s annual review of the internal control environment operating in the business, the appropriateness of 
sta�ng levels and sta� qualifications are kept under review, but it is noted that the Board does not have direct 
responsibility for any employees.

In the main, the Company’s suppliers, customers and counterparties are professional firms such as lenders,  
property agents, accounting and law firms, tenants with which we have longstanding relationships, and transaction 
counterparties which are generally large and sophisticated businesses or institutions. Where material counterparties  
are new to the business, checks, including anti money laundering checks, are conducted prior to transacting any 
business to ensure that no reputational or legal issues would arise from engaging with that counterparty. The Company 
also reviews the compliance of all material counterparties with relevant laws and regulations such as the Modern Slavery  
Act 2015. All Group entities have a policy of paying suppliers in accordance with agreed terms as reported in the 
Supplier Payment Policies below and our approach to our suppliers and to payments has been unchanged throughout 
the pandemic.

Strategic Review continued

Thorpe Park
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The interaction of Group entities with the wider community and their impact on the environment is relatively limited  
as a result of the Group’s business operations being entirely related to investment in properties let on very long leases, 
where the operation of the properties, their upkeep and environmental impact is the responsibility of the occupational 
tenants. The Board’s approach to sustainability is explained on pages 39 and 40. The Board and the Investment Adviser 
have committed to limiting the Company’s own impact of the business on the environment where possible, including 
engagement with our tenants in understanding and where possible supporting their climate related targets.

The Board is mindful that the ability of the Company to continue to conduct its investment business and to finance its 
activities depends in part on the reputation of the Board and Management Team. The risk of falling short of the high 
standards expected and thereby risking the reputation of the Company is included in the Board’s review of the 
Company’s risk register, which is conducted at least annually. Principal risks and uncertainties facing the business  
are summarised on pages 47 to 50.

The investor relations programme is designed to promote formal engagement with major investors, generally defined  
as those holding more than approximately 1% of the shares in the Company. Major investors are o�ered meetings after 
each results announcement and the Management Team is also available to other investors who may request meetings. 
The Board and Management Team also engage with investors and potential investors who request meetings on an ad 
hoc basis throughout the year. The impact of the pandemic on markets generally and specifically on the Company’s 
share price meant that ad hoc engagement with shareholders has been significantly more frequent than usual in 2020.

Recognising the great importance of engaging with the Company’s shareholders, the Board oversees the Management 
Team’s investor relations programme which is supported by the Company’s brokers and financial PR advisers. The 
Board and Management Team aim to be open with shareholders and available to them, subject at all times to 
compliance with relevant securities laws.

Feedback from our shareholders is an important part of the Board’s decision making process. We receive such 
feedback both directly and through intermediaries such as brokers and analysts. The feedback received is a natural part 
of the open dialogue we aim to have with our investors and, when appropriate and within the rules on sharing company 
information, the opinions of shareholders are sought in advance of decisions being made. During the financial year 
these discussions have included our response to the pandemic and also our approach to the discount between the 
share price and the Group’s net asset value, where in the main shareholders confirmed their support for the 
Board’s decisions.
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Statement on stakeholder relationships made under Section 172(1) of the Companies Act continued
The investor relations programme is designed to promote formal engagement with major investors, generally defined  
as those holding more than approximately 1% of the shares in the Company. Major investors are o�ered meetings after 
each results announcement and the Management Team is also available to other investors who may request meetings. 
The Board and Management Team also engage with investors and potential investors who request meetings on an ad 
hoc basis throughout the year. The impact of the pandemic on markets generally and specifically on the Company’s 
share price meant that ad hoc engagement with shareholders has been significantly more frequent than usual in 2020. 

All Company announcements and formal shareholder presentations are made available on the Company’s website.

Until 2020, the whole Board has always attended the Company’s Annual General Meeting. However, the restrictions 
imposed on people gathering together that were in force at the time of the 2020 AGM meant that only one Director 
was able to attend the meeting, with one other shareholder present at an appropriate distance and with all Covid-19 
related precautions having been taken. The Board’s intention is to return to attendance in person at the AGM in future 
but, where that is not possible, will continue to keep lines of communication with shareholders open including the 
facility for shareholders to submit questions by email or post ahead of the AGM.

The Company has a single class of shares in issue with all members of the Company having equal rights therefore 
balancing the interests of shareholders among themselves is not an issue for the Company.

The investment strategy of the Group is focussed on medium to long term returns and as such the long term is firmly 
within the sights of the Board when all material decisions are made. The Company’s Strategy and Investment Policy  
are set out on page 37.

Supplier payment policies
Neither the Company nor any of its subsidiary undertakings exceeds the thresholds for reporting payment practices 
and performance. The following voluntary disclosures relate to the Group:

• the Group does not have standard or maximum payment terms, but seeks to settle supplier invoices in accordance 
with pre-agreed terms;

• invoices may be submitted electronically but as the volume of payments is relatively low, the Group does not operate 
electronic tracking for suppliers;

• the Group does not o�er supply chain finance;
• there are no arrangements for participation on supplier lists and no charges for being on such a list;
• the Group is not a member of a payment code of conduct; and
• the average number of days taken to make payments in the year was 30 days (2019: 23 days). The lengthening of the 

average in 2020 is due in large part to both of our accounts assistants unfortunately su�ering from Covid-19 at the 
same time, but payment terms are reverting to normal levels since their recovery.
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Principal Risks and Uncertainties
The Board’s responsibilities for risk management include assessing the principal risks faced by the Group and how  
they may be mitigated, including considering matters that may threaten the performance of the Group, its business 
model or its viability. These responsibilities are summarised on pages 66 and 67.

Material changes to the Group risk register
The Audit Committee and the Board review the Group’s risk register at least annually and more often as necessary. 
Given the elevated risks following the onset of the Covid-19 pandemic, the risk register, which was most recently 
reviewed in connection with the publication of the interim report in September 2020, has been reviewed again in 
conjunction with the approval of this annual report.

Pandemic disruption was added to the overarching risks (which comprised Brexit risk and Climate risk) at the first 
review after the pandemic was declared, and the risk rating of each of the principal risks was increased at that time 
because all are impacted by the consequences of the pandemic and the response of governments and public health 
bodies to it. This remains the case in the current schedule of risks.

The rollout of vaccines in the UK and elsewhere is a positive development which has eased the Covid-19 pandemic  
risk, although this has been to some extent o�set by the spread of more contagious strains of the virus leaving the  
risk, overall, unchanged albeit with a brighter medium term outlook.

Towards the end of 2020 a trade deal was agreed with the EU, just prior to the end of the Brexit transition period, 
reducing the Brexit risk by way of the removal of the risk of a disorderly exit on World Trade Organisation terms.  
As a result, Brexit risk has now been removed from the overarching risk list. However, as the change in trading 
conditions is recent and as terms of trade in various areas continue to evolve, the Board will continue to monitor  
Brexit risk to ensure that assessment remains appropriate, particularly as it may impact on our tenants despite  
its having been assessed as lower risk.

The risk assessments are otherwise unchanged since those presented in the 2020 Interim Report.

Overarching risks
There are overarching risks which the Board considers to be relevant to most of the individual risk areas identified. 
These are not classified as separate risks in their own right, but as general risks a�ecting many of the specific risk 
factors faced by the Group and which are also kept under review and are:

• the risks of extensive economic and social disruption, including from a pandemic; and
• climate risk, including the risks and costs of decarbonisation.

Global economic and social disruption including pandemic risk
The Board and Management Team of the Company and those of the Group’s major tenants have operated through  
a number of cycles of economic boom and bust, through varying degrees of political stability, and have dealt with  
deep recessions and periods of great disruption. However, the global reach, sudden onset and extensive impact of  
the spread of Covid-19 is in a class of its own in its scale and unpredictability. While the full force of the lockdowns  
and other pandemic related restrictions has been felt by our tenants in the Leisure and Budget Hotels sectors, this  
has been mitigated, from the Company’s perspective, through its significant weighting in healthcare assets which 
account for 32% of the Group’s passing rents before Covid-related concessions. The Company’s Uncommitted Cash 
balance remains available to deal with further threats arising. While the path of the virus, of consumer behaviour in  
the face of it and of any resulting recession cannot be known, the experience of the Board and Management Team 
members is being brought to bear on every aspect of the risks faced by the Company as a result of the pandemic.

Climate risk
As the Company has very limited direct impact on the environment, this risk is not one where the Company can take 
steps to make a material impact on its own behalf. The Company is externally managed and has no o�ces and so has 
no directly produced emissions to report. However, in assessing the strength of the credit quality of our tenants and  
of potential tenants, we take climate risk into account. Climate risk assessments also form an integral part of the way 
that we consider how any assets being considered for acquisition meet the criteria set out in the Company’s business 
model. We report on our own policies and those of our major tenants in the ESG section of the Strategic Review.
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Strategic Review continued

Principal risks and uncertainties
The Board considers that the principal risks and uncertainties facing the Group over the medium to long term are 
as follows:

Risk and change in assessment
since prior year Impact on the Group Mitigation

Tenant risk
During the year and prior year, the 
Group derived its income from ten 
tenant groups, two of which have the 
benefit of guarantees from or joint 
tenancies with substantial listed parent 
companies. The three largest tenant 
groups account for 88% of passing rent 
before concessions as at the balance 
sheet date (31 December 2019: 87%).

Although the Board considers the 
tenant and guarantor groups to  
be financially strong in ordinary 
circumstances, certain tenants 
experienced liquidity stresses during 
the pandemic and there can be no 
guarantee that they will remain able  
to comply with their obligations 
throughout the term of the  
relevant leases.

The severe impact of Covid-19 on the 
Group’s Leisure and Budget Hotels 
tenants, which su�ered an abrupt  
and almost complete closure of their 
operations as a result of the pandemic, 
creates heightened tenant risk. The 
reopening of their businesses in the  
UK over the summer of 2020 brought 
some easing of risk but subsequent 
local restrictions and later national 
lockdowns continue to create pressures 
for them, although we note that many 
of the leisure and hotels operations are 
now in their quieter seasons and some 
are generally closed for the winter in 
any case.

A default of lease obligations by  
a material tenant and its guarantor  
(if any) would have an impact on the 
Group’s revenue, earnings and cash 
flows and could have an impact on 
debt covenant compliance. The 
specialised use of the properties  
may mean that, in the event of an 
unexpected vacancy, re-letting  
takes time.

Investment property valuations  
reflect an independent external 
valuer’s assessment of the future 
security of income. A loss of income 
would therefore impact net asset 
value as well as earnings. It could  
also lead to a breach of interest  
cover or debt service cover 
covenants, resulting in increased 
interest rate margins payable to 
lenders, restricted cash flows  
out of secured debt groups or 
ultimately default under secured  
debt agreements. The availability  
of distributable reserves could  
also be restricted.

32% (31 December 2019: 32%) of passing rent before 
concessions at the balance sheet date is contractually 
backed by large listed companies and a further 35% 
(31 December 2019: 31%) by global businesses with 
multi billion pound valuations, all with capital 
structures considered by the Board to have been 
strong and with impressive long term earnings 
growth and (where relevant) share price track 
records up until the start of the pandemic. The 
balance of the income is payable by substantial 
businesses also considered by the Board to be 
su�ciently financially strong in the context of  
their lease obligations.

The properties are Key Operating Assets, which 
should have the e�ect of enhancing rental  
income security.

The Board reviews the financial position of the 
tenants and guarantors at least every quarter  
and more often when relevant, based on publicly 
available financial information and any other trading 
information which may be obtained either under the 
terms of the leases or informally. The Group’s key 
performance indicators include the levels of covenant 
headroom and of Uncommitted Cash, both of which 
are relevant to monitoring and if necessary mitigating 
this risk. 

The Board reserves unsecured and Uncommitted 
Cash outside ring-fenced debt structures which 
would be available to be used to cure certain 
covenant defaults to the extent of the cash available.
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Risk and change in assessment
since prior year Impact on the Group Mitigation

Property valuation movements
The Group invests in commercial 
property which is held on the balance 
sheet at its fair value at each balance 
sheet date. The Company is therefore 
exposed to movements in property 
valuations, which are subjective and 
may vary as a result of a number of 
factors, many of which are outside  
the control of the Board.

As a result of the pandemic, this risk  
has increased since the start of 2020 
because of the relative lack of liquidity  
in the Leisure and Budget Hotel sectors 
(61% of property assets by value),  
which is reflected in a ‘material valuation 
uncertainty’ in the independent external 
valuations. The risk relating to the 
healthcare assets is not considered to 
be similarly a�ected by the pandemic 
and no such ‘material valuation 
uncertainty’ applies to those valuations.

Investment properties make up the 
majority of the Group’s assets, so 
material changes in their value will 
have a significant impact on measures 
of net asset value including EPRA 
NTA, with any e�ect of the valuation 
changes on net assets magnified by 
the impact of borrowings.

Falls in the value of investment 
properties could lead to a breach of 
financial covenants in secured debt 
facilities, resulting in increased 
interest margins payable to lenders, 
restricted cash flows out of secured 
debt groups, restrictions of 
distributable reserves available for 
dividend payments or default under 
secured debt agreements.

The Group uses experienced independent external 
valuers whose work is reviewed by suitably qualified 
members of the Management Team and, separately, 
the Audit Committee before being considered by  
the Board in the context of the financial statements 
as a whole.

The Board seeks to structure the Group’s capital  
such that the level of borrowing and the protections 
available to cure a covenant default are appropriate 
having regard to market conditions and financial 
covenant levels.

The Group’s key performance indicators include the 
levels of covenant headroom and Uncommitted Cash, 
both of which are relevant to monitoring and if 
necessary mitigating this risk. 

The Board reserves Uncommitted Cash outside 
ring-fenced debt structures which would be available 
to cure certain covenant breaches.

Borrowing
Certain Group companies have granted 
security to lenders in the form of 
mortgages over each of the Group’s 
investment properties and fixed and 
floating charges over other assets.

Following the sale of eight hospitals  
in August 2019, the Group holds an 
Uncommitted Cash balance that is 
substantially higher than the level of  
c. £60 million it has held historically.  
For such time as significant surplus 
cash is retained, the borrowing risk can 
be considered to be lower than prior to 
2019 as the ability to cure breaches of 
financial covenants, should they occur, 
is significantly greater.

While to date the Group has had the 
support of its lenders in agreeing any 
consents or waivers required to 
accommodate the support provided  
to its tenants throughout the pandemic, 
for as long as tenant risk is elevated, 
borrowing risk is also considered to  
be elevated.

In the event of a breach of a debt 
covenant, the Group may be required 
to pay higher interest costs or 
increase debt amortisation, a�ecting 
Group earnings and cash flows. If a 
financial covenant breach is the result 
of the financial weakness of a tenant 
or a guarantor, the property 
valuations and therefore net asset 
value may also be adversely a�ected. 
In certain circumstances the 
Company’s ability to make cash 
distributions to shareholders may  
be reduced.

Where a loan repayment cannot be 
made the Group may be forced to  
sell assets to repay part or all of the 
Group’s debt. It may be necessary to 
sell assets at below book value, which 
would adversely impact net assets 
and future earnings. Early debt 
repayments would in most cases 
crystallise repayment penalties,  
which would also adversely impact 
cash balances and net assets and 
reduce distributable reserves.

The Group’s borrowing arrangements comprise six 
ring-fenced subgroups with no cross-guarantees 
between them and no recourse to other assets 
outside each secured subgroup. A financial covenant 
issue in one portfolio should therefore be limited to 
that portfolio, save for tenant related events (such  
as a tenant insolvency) where the two healthcare 
subgroups would both be a�ected by any issue 
relating to Ramsay and the two budget hotel  
facilities would be a�ected by any issue relating  
to Travelodge.

Five of the facilities have LTV default covenants (the 
Merlin leisure facility has no LTV default covenant) 
and all facilities have interest cover or debt service 
cover covenants. The Board reviews compliance  
with all financial covenants at least every quarter, 
including forward-looking tests for at least 12 months, 
and considers whether there is su�cient headroom 
on relevant loan covenants to withstand stress test 
and reverse stress test scenarios.

The Board seeks to structure the Group’s capital  
such that gearing is appropriate having regard to 
market conditions and financial covenant levels,  
with appropriate cure rights within debt facilities.

The Group’s key performance indicators include  
the levels of Net Loan to Value, covenant headroom 
and Uncommitted Cash, all of which are relevant to 
monitoring and if necessary mitigating this risk. 

The Board reserves Uncommitted Cash outside 
ring-fenced debt structures which would be available 
to cure certain covenant breaches.
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Strategic Review continued

Risk and change in assessment
since prior year Impact on the Group Mitigation

Tax risk
As a UK REIT, a failure to comply with 
certain UK REIT conditions resulting  
in the loss of this status could result  
in property income being subject to  
UK corporation tax.

This risk has increased as a result of  
the pandemic. The pressures on the UK 
Treasury of providing financial support 
throughout the pandemic is considered 
to have increased the risk of changes in 
the tax regime.

If subject to UK corporation tax, the 
Group’s current tax charge would 
increase, impacting cash flows, net 
asset value and earnings, and 
reducing cash and reserves available 
for distributions. Further, any asset 
sales would also be subject to 
corporation tax, reducing the net 
amounts receivable on sale and 
requiring deferred tax to be provided 
on inherent capital gains.

The REIT conditions which, if breached, could result 
in automatic expulsion from the REIT Regime are 
those relating to the Company’s share capital (and 
any loan capital should the Company have any in 
future), and are therefore (with the exception of  
a successful hostile takeover of the Company by  
a non-REIT) within the control of the Group.

The Board reviews compliance with the UK REIT  
rules at least every quarter.

Liquidity risk
Working capital must be managed to 
ensure that both the Group as a whole 
and all individual entities are able to 
meet their liabilities as they fall due, 
though with highly predictable income 
and costs there is limited scope for 
unexpected liquidity pressures outside 
those risks described under Tenant risk.

The Group holds a material 
Uncommitted Cash balance providing 
the benefit of a very substantial 
liquidity bu�er. For as long as the risks 
of further economic disruption arising 
from the pandemic remain elevated, 
the potential for the liquidity bu�er  
to be called on to provide support  
to tenants and/or to deploy in debt 
management is also elevated.

A breach of a lending covenant, or  
the insolvency of either the Group as 
a whole or an individual entity within  
a secured subgroup could result in a 
loss of net assets, impacting net asset 
value and earnings, and reducing  
cash and reserves available for 
distributions.

As a result, there could be insu�cient 
cash and/or distributable reserves  
to meet the Property Income 
Distribution (“PID”) requirement 
under the UK REIT rules, which could 
result in UK corporation tax becoming 
payable on the Group’s property 
rental business. This would in turn 
reduce free cash flows.

Unless there is a tenant default (the risk of which is 
explained under Tenant risk) the Group’s cash flows 
are generally highly predictable. The cash position is 
reported to the Board at least quarterly, projections 
at least two years ahead are included in the Group 
budget and are updated for review when the interim 
and annual reports are approved, and projections  
for a five year period are reviewed for the viability 
statement in the annual report.

The Group’s key performance indicators include the 
levels of Uncommitted Cash available to the Group. 

The Group has Uncommitted Cash reserves out of 
which any tax liabilities or increases in required PIDs 
above the cash flow generated from operations could 
be met in the short to medium term. A scrip dividend 
alternative could be o�ered to meet the PID 
requirement.

Going concern and viability 
The Board regularly monitors the Company’s and the Group’s ability to continue as a going concern and its longer term 
viability. This is supported by the Audit Committee’s work in this area, as outlined in the Report of the Audit Committee 
on page 72. Summaries of the Company’s and the Group’s liquidity position, compliance with loan covenants and the 
financial strength of its tenants and their guarantors are considered at the scheduled quarterly Board meetings and 
more often as required. This includes updating of the stress tests and reverse stress tests described in the mitigation 
sections of the tenant and borrowing risks within the Principal Risks and Uncertainties section on pages 48 and 49. 
These include expanded and stress tested assessments consistent in approach with, but more detailed than, those 
presented in the Investment Adviser’s summary of the “headroom on debt covenants” key performance indicator  
on pages 31 to 34. The modelling includes (but is not limited to):

• the identification of uncertainties facing the Group, including the risks of tenant defaults and investment property 
valuation movements (as outlined in the Principal Risks and Uncertainties section on pages 48 and 49), the resulting 
impact on Group debt covenants and the remedial action that may be taken, including the extent of the resources 
available to the Company to cure covenant breaches; and

• stress tests, presented both on the basis of estimated reasonable ranges of outcomes (such as variations in 
investment property valuation yields, rental cash flows and exposure to any unexpected cash outflows) and reverse 
stress tests, where scenarios are presented to demonstrate the key inputs (principally rental cash flows and property 
valuation yields) that would be required to exhaust the Company’s liquidity bu�er in curing financial 
covenant breaches.

Principal risks and uncertainties continued
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The detailed scenarios are calculated by the Investment Adviser and presented to the Audit Committee for its review, 
subject to challenge and debate as explained in the Audit Committee Report on page 72. The projections and scenarios 
considered throughout 2020 and in connection with the approval of these financial statements had particular regard to 
issues arising from the Covid-19 pandemic, specifically the impact on the Group’s tenants. The ability of each tenant to 
navigate its way through the challenges of the pandemic to date, the Group’s significant liquidity levels to deal with any 
further issues arising and the brighter medium term outlook as a result of the vaccine rollouts, are considered relevant  
in the context of the going concern and viability assessments for the Group.

The Board has weighed up the risks to going concern set out above together with the ability of the Company to take 
mitigating action in response to those risks. The Board considers that the combination of their assessments as to the 
tenants’ prospects, the headroom available on debt covenants and the liquidity available to the Group to deal with 
reasonable stressed scenarios on income and valuation outlook leads to a conclusion that the Company and the  
Group are each able to continue in business for the foreseeable future. They therefore consider it appropriate to  
adopt the going concern basis in the preparation of these financial statements.

Viability statement
The Board has assessed the prospects of the Group over the five years from the balance sheet date to 31 December 
2025, which is the period covered by the Group’s longer term financial projections. The Board considers the resilience  
of projected liquidity, as well as compliance with debt covenants and UK REIT rules, under a range of RPI and property 
valuation assumptions. These scenarios include stress tests and reverse stress tests consistent with those described in 
the paragraph preceding the going concern statement and include a consideration of mitigating actions that may be 
taken to avert or mitigate potential threats to viability.

The principal risks and the key assumptions that were relevant to this assessment are as follows:

Risk Assumptions

Tenant risk • Tenants and their guarantors (where relevant) continue to comply with their rental obligations and do not 
su�er any insolvency events or otherwise cease rental payments over the term of the review.

Borrowing risk • The Group continues to comply with all loan covenants.
• The Group is able to negotiate acceptable terms to refinance £374.7 million of debt in the Merlin leisure 

facility falling due in October 2022 and £184.4 million in two hotel facilities and one leisure facility falling  
due between April and October 2023.

Liquidity risk • The Group continues to generate su�cient cash to cover its costs while retaining the ability to make 
distributions, which includes the Group’s continuing compliance with loan covenants.

Based on the work performed, the Board has a reasonable expectation that the Group will be able to continue in 
business over the five year period of its assessment.

The Strategic Report, which comprises the Chairman’s Statement, Investment Adviser’s Report and Strategic Review, 
was signed on behalf of the Board on 10 March 2021.

Martin Moore     Sandy Gumm
Chairman     Director
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Martin Moore
Non-Executive Chairman
Member of the 
Remuneration Committee

Mike Brown
Non-Executive Director
Member of the 
Nominations Committee

Leslie Ferrar
Independent Non-Executive 
Director 
Chairman of the Audit 
Committee; member of the 
Remuneration Committee

Sandy Gumm
Non-Executive Director 
Company Secretary

Martin Moore, 64, MRICS, is 
a Chartered Surveyor who 
served as CEO of M&G Real 
Estate Limited (previously 
Prudential Property 
Investment Managers 
Limited) from 1996 to 2012. 
During that time, he ran the 
team and was responsible 
for setting the strategy 
that grew the business 
in the UK and led to the 
establishment of platforms in 
North America, Continental 
Europe and Asia. He retired 
as Chairman of M&G Real 
Estate in 2013. He is Senior 
Independent Non-Executive 
Director of Segro Plc and 
Non-Executive Chairman 
of BMO Commercial 
Property Trust Limited. 
He is a past President and 
board member of the British 
Property Federation, a past 
Chairman of the Investment 
Property Forum and was a 
Commissioner of The Crown 
Estate for eight years to 2011. 
He was also a Senior Adviser 
to KKR from 2013 to 2020.

Mike Brown, 60, BSc (Land 
Man), MRICS, is Chief 
Executive O�cer of and a 
shareholder in Prestbury 
Investment Partners 
Limited, Investment Adviser 
to the Group. A Chartered 
Surveyor with over 36 
years’ experience, he joined 
the Management Team in 
2009 at the time of the 
flotation of Max Property 
Group Plc, a limited life 
opportunity fund which 
was sold to Blackstone  
in 2014. Previously he was 
Deputy Chief Executive 
of Helical Bar Plc, with 
responsibility for all its 
investment and trading 
activities from 1998 to 
2009, and a Director of 
Threadneedle Property 
Fund Managers, running 
their largest property 
fund from 1992 to 1998. 
Mike is also a Non-
Executive Director of 
Weybourne Partners and 
Chairman of its Property 
Advisory Committee.

Leslie Ferrar, 65, CVO, FCA, 
BSc, is a Non-Executive 
Director and Chair of the 
Audit Committee of Windmill 
Hill Asset Management, a Lay 
Member of Durham University 
Council and a Member of the 
Council of The Economy of 
the Vatican and Chair of its 
Audit Committee. A qualified 
Chartered Accountant, she 
trained at KPMG where she 
was appointed partner in 
1988, a position she held for 
17 years. During that time she 
led the firm’s international 
expatriate practice and was  
a member of the international 
board that ran the global 
tax practice. Leslie is also an 
Adviser to the Diocese of 
Westminster, was previously 
a Non-Executive Member 
of the HMRC Risk and Audit 
Committee and served as 
Treasurer to TRH The Prince 
of Wales and Duchess of 
Cornwall from 2005 to 2012.

Sandy Gumm, 54, 
BEc, CA (ANZ), is an 
Australian qualified 
Chartered Accountant 
with over 29 years’ 
experience and is a 
Chief Operating O�cer 
of and a shareholder in 
Prestbury Investment 
Partners Limited, 
Investment Adviser 
to the Group. She 
qualified as a Chartered 
Accountant in 1992 and 
worked for KPMG for 
nine years in Sydney 
and London before 
becoming Group 
Financial Controller of 
Burford Holdings Plc in 
1995. She was Finance 
Director at the time 
that Prestbury Group 
Plc was established 
in 1997 and in 2007 
became Chief Operating 
O�cer of Prestbury.

Board of Directors
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Jonathan Lane
Independent Non-Executive 
Director
Chairman of the Nominations 
Committee; member of 
the Audit Committee

Nick Leslau
Non-Executive Director
Member of the 
Nominations Committee

Ian Marcus
Independent Non-Executive 
Director
Senior Independent Director; 
Chairman of the Remuneration 
Committee; Member of 
the Audit Committee

Jonathan Lane, 62, MA, is  
a Senior Adviser to Morgan 
Stanley and was until 2019 
Chairman of EMEA Real 
Estate Investment Banking 
(“REIB”). He joined Morgan 
Stanley in 1999 where 
he served as Managing 
Director and co-head of 
REIB. Jonathan is Chairman 
of the Board of Grosvenor 
Europe, a member of the 
Policy Committee of the 
British Property Federation, 
a member of the Bank of 
England’s Commercial 
Property Forum, and Director 
and Trustee of the Tenebrae 
Choir, where he chairs the 
Development Board. He was 
formerly a member of the 
UK Government’s Property 
Unit Advisory Panel, a 
member of the Advisory 
Board of Resolution Real 
Estate Advisors LLP and 
a Non-Executive Director 
of Songbird Estates Plc. 
He holds a masters degree 
in Biochemistry from the 
University of Oxford and 
is a Certified Person under 
the Financial Reporting 
Council’s and Prudential 
Regulation Authority’s 
Certification Regime.

Nick Leslau, 61, BSc (Hons) 
Est Man, FRICS, is the 
Chairman and majority 
shareholder of Prestbury 
Investment Partners 
Limited, Investment 
Adviser to the Group. He 
is a Fellow of the RICS 
who has been Chairman 
and Chief Executive of 
Prestbury Investment 
Holdings Limited since it 
commenced business in 
2000 and was Chairman 
of Prestbury Investments 
LLP from its establishment 
in 2006 until 2019, when its 
business was transferred 
to Prestbury Investment 
Partners Limited. He 
was Chief Executive of 
Burford Holdings Plc for 
approximately ten years 
up to 1997 and Group 
Chairman and Chief 
Executive of Prestbury 
Group Plc from 1998. He 
has sat on many quoted 
and unquoted company 
boards including, most 
recently, Max Property 
Group Plc and is a member 
of the Bank of England 
Property Forum.

Ian Marcus, 62, OBE, MA, 
FRICS, is the Senior Non-
Executive Director of Town 
Centre Securities Plc and the 
Lead Independent Director 
of Shurgard Self Storage 
SA. He is a Senior Adviser to 
Eastdil Secured, a member 
of Redevco NV’s Advisory 
Board and a Trustee of The 
Prince’s Foundation. He is 
also Senior Adviser to Elysian 
Residences, Work.Life and 
Anschutz Entertainment 
Group, a member of the 
Real Estate Advisory Board 
of the Department of Land 
Economy at the University 
of Cambridge, President of 
Cambridge University Land 
Society and is a Member 
of the European Advisory 
Board of the Wharton 
Business School Real Estate 
Faculty. Ian has formerly 
been Chairman of the Bank 
of England’s Commercial 
Property Forum, Chairman 
of The Prince’s Regeneration 
Trust, a Crown Estate 
Commissioner and Managing 
Director and Chairman of 
the European Real Estate 
Investment Banking division 
of Credit Suisse. He is a 
past President of the British 
Property Federation and 
a past Chairman of the 
Investment Property Forum.
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The Investment Adviser

The Company is advised on an exclusive basis by Prestbury Investment Partners Limited (“Prestbury”) which is owned 
and controlled by Nick Leslau, Mike Brown, Sandy Gumm, Tim Evans and Ben Walford, a team of property and finance 
professionals who between them have extensive experience in UK real estate. They have a strong track record of 
successfully creating value for shareholders through previous economic cycles.

Biographies for Mike Brown, Sandy Gumm and Nick Leslau are presented on pages 52 and 53.

Tim Evans
Tim Evans, 51, MA Hons (Cantab), MRICS, is a Chartered Surveyor with more than 25 years of experience. Tim joined 
Prestbury Investment Holdings Limited as a senior surveyor in 2002 and became Property Director in 2005. Prior to 
joining Prestbury, Tim held positions with Jones Lang LaSalle, Hill Samuel Asset Management and MEPC Plc. Tim is  
the Property Director of and a shareholder in Prestbury Investment Partners Limited.

Ben Walford
Ben Walford, 41, BSc (Hons) Est Man, MRICS, is a Chartered Surveyor with more than 15 years of experience. Ben joined 
Prestbury Investment Holdings Limited as a trainee surveyor in 2002 and became a partner in the Prestbury group in 
2011. Ben has a wealth of experience in property investment, refurbishment and design. Ben is a director of and 
shareholder in Prestbury Investment Partners Limited.
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The Prestbury team

Abigail O’Donovan
Front of House

 Ben Walford 
BSc Hons MRICS

Property

Francesca Brown 
Property PA

Jemma Blyth 
Property PA

Lauren Proctor 
Front of House and 

Finance PA

Louise O’Shea 
Property PA

Mike Brown 
BSc MRICS
Property

Nick Leslau 
BSc Hons FRICS

Property

Paul Cooke 
FCA MBA MA (Oxon)

Finance

Robert Ward 
BA Hons MSc MRICS 

Property

Sandy Gumm 
BEc CA (ANZ)

Finance

Stacey Wood 
ACCA

Finance

Tim Evans 
MA Hons (Cantab) MRICS 

Property

Tom Nugent 
MAAT

Finance

Yogi Leslau 
Security

Khadijah Saleem 
MAAT

Finance

Keval Sahota 
BSc ACCA

Finance
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Corporate Governance Report

Corporate Governance Code
The Board has adopted the UK Corporate Governance Code 2018 (the “Code”) and in this report we describe how  
the principles and supporting provisions set out in the Code have been applied.

The Board is committed to the Company delivering long term, sustainable returns to investors and also aims to build 
long term relationships with its stakeholders in a spirit of integrity and openness, reflecting its commitment to diversity 
and with respect to the views of its shareholders and other stakeholders.

The Company is externally managed and all directors are non-executive directors. This means that the Board and 
Management Team interact in a di�erent way to those in an internally managed business with the relationship 
governed by the terms of a contract, and that the Group has no employees. When considering the application of the 
Code, we consider that the employees of the Investment Adviser and its related service provider, Prestbury Investment 
Holdings Limited, would, for these purposes, be considered to be the Group’s workforce despite not being employees 
of the Group.

Throughout the year ended 31 December 2020, the Company has complied with the provisions of the Code save for 
two cases where departure from the provisions of the Code is considered by the Board to be appropriate. These are 
explained in the following sections and relate to the vesting and holding period for incentive rewards, explained on  
page 68, and the composition of the Nominations Committee, explained on page 64.

The FRC’s Principles A to R, as set out in the Code, are summarised at the beginning of each of the explanatory  
sections of this report.

Board Leadership and Company Purpose
A. Leadership should be provided by an e�ective and entrepreneurial board whose role is to promote the long term 

sustainable success of the company, generating value for shareholders and contributing to wider society.

B. The board should establish the company’s purpose, values and strategy, and satisfy itself that these and its culture  
are aligned. All directors must act with integrity, lead by example and promote the desired culture.

C. The board should ensure that the necessary resources are in place for the company to meet its objectives and 
measure performance against them. The board should also establish a framework of prudent and e�ective controls, 
which enable risk to be assessed and managed.

D. In order for the company to meet its responsibilities to shareholders and stakeholders, the board should ensure 
e�ective engagement with, and encourage participation from, those parties.

E. The board should ensure that workforce policies and practices are consistent with the company’s values and support 
long term sustainable success. The workforce should be able to raise any matters of concern.

Board oversight of value creation, the assessment of risks, opportunities and sustainability and the control 
environment
The Board is responsible for the overall leadership of the Company, setting its values and standards, including approval 
of the Group’s strategic aims and objectives and oversight of its operations.

In meeting its duty to the Company’s shareholders to promote the success of the business, the Board takes a long term 
view, assessing opportunities and risks together with considering and reporting on the viability of the business over  
a five year period. This encompasses a wide range of risks and opportunities, including climate related risks and 
opportunities. The Board is collectively responsible for the long term success of the Company and seeks to achieve:

• competent and prudent management;
• sound planning;
• maintenance of appropriate management and internal control systems;
• reliable accounting and other records; and
• compliance with statutory and regulatory obligations.
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The Company’s business model and strategy were established at the time of its admission to AIM in June 2014.  
While the business has grown very materially since the Company’s listing, its strategy has not changed. The business 
continues to generate long term income with inflation protection from key operating real estate assets, with additional 
potential for capital growth over the medium to long term. Acquisition opportunities and any related debt finance are 
examined by the Board with a view to ensuring the long term sustainability of the business. The security and longevity 
of returns is fundamental to the Company’s strategy, as summarised in the outline of the Group’s business model on 
pages 8 and 9, and the Company’s investment policy is described in the Strategic Review on page 37.

Assets are financed with a combination of equity and appropriate levels of third party debt, with close attention paid to 
building in su�cient headroom on financial covenants. The Company’s debt strategy is further described in the outline 
of the business model on pages 8 and 9 and the Investment Adviser’s review of key performance indicators on page 31. 
The Board has committed that any equity issues will be at or above net asset value to minimise any risk of 
shareholder dilution.

The track record of the Group over the last five years and for certain key returns metrics since listing is set out on  
page 141 and the viability statement for the next five years is set out on page 51. The Board regularly reviews actual and 
potential risks facing the business and the most recent assessment of risk is set out in the summary of Principal Risks 
and Uncertainties on pages 47 to 50. Investment and other opportunities are evaluated by the Board against the criteria 
set out in the Investment Strategy on page 37 and includes stress tested scenarios to evaluate the impact on medium to 
long term performance.

The control environment operated within the Group is subject to the review of the Audit Committee which formally 
considers the internal control framework at least annually and discusses the operation and e�ectiveness of internal 
controls with the Group’s external auditor. A summary of the Audit Committee’s internal control review is set out in  
its report on pages 70 and 71.

The Management Team is responsible to the Board for day to day reporting against targets and delivery of the strategy. 
Its obligations and rights regarding the Group are set out in a contract, the Investment Advisory Agreement, which is 
subject to regular review by the Remuneration Committee and the Board. Those reviews include periodic independent 
benchmarking of the terms, including the appropriateness of the rewards accruing to the Investment Adviser. The most 
recent independent review was conducted in March 2018 and the next review is scheduled to occur by December 2022. 
The Independent Directors are in a position to judge the adequacy and appropriateness of the resources made available 
to the Group by the Investment Adviser by way of their assessment of the quality and timeliness of information 
provided to the Board and its committees and by direct interaction with the members of the Management Team  
and the workforce (including those who are not Directors of the Company). The Audit Committee’s report on risk 
management and internal control on pages 70 and 71 and the Remuneration Committee’s report on page 74 both 
describe the monitoring role of the Board and its committees over the operations of the business in delivering long  
term sustainable returns to shareholders.

Board responsibility for workplace culture
An entrepreneurial culture is fostered both by way of the backgrounds and career histories of the Board members and 
the Management Team, and by very close alignment of the Management Team with the interests of the shareholders  
as a whole. The shareholding held by the Management Team (which includes participation of the majority of Prestbury 
sta� in that equity interest) is very large in both absolute terms, being worth £152 million at 31 December 2020 EPRA 
NTA per share, and relative terms at 12.4% of the Company.

As an externally managed business, the Group has no employees, but the Independent Directors ensure that they  
have regular direct contact with members of the Management Team and other individuals who work on the Group’s 
operations, including the involvement of various Prestbury employees in committee and Board meetings. The 16 
individuals who make up the workforce are listed on page 55, including the three Prestbury board representatives.  
As the workforce is not large, the Board considers that the allocation of responsibility for engagement with the 
workforce to the Remuneration Committee is an appropriate and e�ective method for workforce engagement  
and the Committee’s description of this aspect of their work is included in their report on page 75.
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Board responsibility for workplace culture continued
The Board is committed to the Company and its representatives (including Prestbury) adhering to high standards of 
business conduct. Independent Directors seek to obtain and understand feedback from investors and other market 
participants where appropriate in order to monitor standards of conduct, including the conduct and reputation of  
the Investment Adviser and the reputation of the business.

The Board meets at least every quarter to review the Group’s performance against its strategic aims, objectives, 
business plans and budgets, and ensures that any corrective action considered necessary is taken. Additional meetings 
are held as required to deal with the business of the Group in a timely manner, as was the case during the year where 
the Covid-19 pandemic and its impact on the Company and its counterparties meant that meetings were held weekly or 
monthly for most of the year. The Investment Adviser also discusses matters with the Independent Directors individually 
or collectively and updates them on activities as and when appropriate outside the scheduled Board meetings. Relevant 
members of the wider team working on the Group’s operations, including employees of the Investment Adviser and also 
key Company advisers such as the Company’s Nominated Adviser and Broker, legal counsel and financial PR advisers 
attend Board and committee meetings as appropriate.

Board committees have been appointed under written terms of reference. The Audit Committee meets at least twice 
per year and the Remuneration and Nominations Committees meet at least once per year. Committee meetings are 
otherwise held as often as is required to properly discharge the duties of the relevant committee.

Directors are expected to attend all meetings of the Board and all meetings of those committees on which they sit,  
as well as the Annual General Meeting. Every meeting during the year has been attended by the quorum required by  
the Articles of the Company, which also require that the Independent Directors outnumber the Directors connected 
with the Investment Adviser. In all cases during the financial year, the Independent Directors outnumbered the 
representatives of the Investment Adviser. All scheduled Board meetings were fully attended during the year. 
Attendance at Board and committee meetings is reported on page 62.

Shareholder engagement
The Board is responsible for ensuring open and constructive dialogue with shareholders based on a mutual 
understanding of objectives.

The Board approves the resolutions and related documentation to be put to shareholders at the AGM, together with  
any circulars, prospectuses, listing particulars and press releases concerning the Company. The Company reports to 
shareholders at least twice each year in its interim and annual reports, and makes announcements where any price 
sensitive or other information requires disclosure to the London Stock Exchange, which are then made available on  
the Company’s website. Any written presentations to investors are made available on the Company’s website.

Stifel Nicolaus Europe Limited (“Stifel”) acts as the Company’s Nominated Adviser and Broker, assisting with 
communications to shareholders and monitoring compliance with the AIM Rules. Whenever appropriate, feedback  
from shareholders is presented to the Board by Stifel to ensure that the Board is aware of any issues raised or feedback 
provided by investors. The Company’s shareholder profile and any material changes in shareholdings are reviewed by 
the Board at least quarterly and more often if appropriate.

All Board members are (subject to any social distancing restrictions) available to meet with shareholders and to  
answer any questions at the Company’s AGM and otherwise as reasonably required, as further explained below.  
Board members connected with the Investment Adviser generally conduct the routine meetings with shareholders,  
including those following results and other announcements and they maintain contact with shareholders as appropriate 
throughout the year. In certain cases including where shareholders’ views about the Investment Adviser or the terms of 
its appointment are being discussed, Independent Directors including in particular the Chairman, Martin Moore, and the 
Senior Independent Director, Ian Marcus, o�er themselves to meet with shareholders as necessary. The Board considers 
that this, along with the provision of independent feedback to the Board by Stifel following shareholder meetings, 
ensures that the whole Board remains well informed of shareholders’ views.

The Board is keen to make access to information about the Company as convenient as possible and is also mindful  
of the Company’s impact on the environment. Consequently, the Company issues its shareholder communications, 
including the annual and interim reports and notices of meeting, electronically with the option of receiving hard copy 
reports for these who wish to do so.
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Constructive use of the AGM
The AGM will be held on 20 May 2021. Conventionally, this is a forum to give all interested shareholders the opportunity 
to meet the Board and to vote on the resolutions proposed. Prior to the Covid-19 pandemic, all Directors attended all 
AGMs, making themselves available to answer questions, and they intend to continue to do so as far as possible within 
the limits of any Covid-19 restrictions. Government imposed restrictions required the AGM held in May 2020 to be held 
as a closed meeting and, unfortunately, shareholders were not permitted to attend. However, arrangements were made 
to ensure that questions could be raised in advance of the meeting and, in the event that restrictions apply again at the 
time of the 2021 AGM, the same procedures will apply. The notice of meeting and explanatory notes for the 2021 AGM 
are included on pages 145 to 152.

Monitoring of AGM results
Following the Company’s AGM each year, a summary of voting is communicated by way of a regulatory news release 
and posted on the Company’s website. To date the Company has not experienced significant votes against any 
resolution. The voting at the Company’s May 2020 AGM is set out below.

% For % Against

Ordinary resolutions
1.  To approve the annual report for the year to 31 December 2019 98.79 1.21
2. To re-elect Martin Moore as a Director 99.92 0.08
3. To re-elect Mike Brown as a Director 97.57 2.43
4. To re-elect Leslie Ferrar as a Director 99.65 0.35
5. To re-elect Sandy Gumm as a Director 98.78 1.22
6. To re-elect Jonathan Lane as a Director 99.98 0.02
7. To re-elect Nick Leslau as a Director 97.57 2.43
8. To re-elect Ian Marcus as a Director 99.99 0.01
9. To reappoint BDO LLP as auditor 98.79 1.21
10. To authorise the Directors to fix the remuneration of the auditor 100.00 0.00
11.  That the Company be generally and unconditionally authorised to allot  

ordinary shares in the Company 99.98 0.02
Special resolutions
12.  That the Company be generally authorised to make market purchases  

of ordinary shares subject to certain conditions 98.79 1.21
13.  That the Directors be empowered to allot equity securities in the Company  

for cash without pre-emption rights subject to certain conditions 89.84 10.16

The total votes cast in respect of each resolution put to the 2020 AGM amounted to 77.5% of the shares in issue.

Engagement with stakeholders other than shareholders
Along with the interests of shareholders, the Board has regard to the interests of other stakeholders including the 
workforce and the Company’s tenants and suppliers. The Company’s statement of compliance with Section 172 of  
the Companies Act which deals with its engagement with stakeholders is set out on pages 43 to 46 and appears on  
the Company’s website. Compliance with Section 172 of the Act is kept under review and updated as necessary. The 
Company’s ESG report is set out on pages 39 to 42 and is available on the Company’s website.

Whistleblowing policy
The whistleblowing policy applicable to all Prestbury sta� who work on the Group’s operations is reviewed and 
approved by the Audit Committee each year for recommendation (if appropriate) to the Board, and that policy provides 
for direct lines of communication from Prestbury sta� to Independent Directors if appropriate. To date no such reports 
have been made but, in the event that any arise, the Audit Committee will investigate on behalf of the Board in the first 
instance and follow up any matters arising, reporting the results and their conclusions to the Board.

Conflicts of interest
Conflicts of interest are required to be disclosed in order that the Board functions e�ectively and with appropriate 
independence. Declaration of conflicts is a standing order of business at the start of every Board meeting.
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Director concerns and resignations
Directors would in the first instance raise any matters of concern about the operation of the Board or any of its 
committees with the Chairman of the Company or of the relevant committee, and any such matters and their resolution 
would be minuted. If necessary, any unresolved matters may be raised with the Senior Independent Director or such 
other Director or external party, including regulators, as is considered appropriate. There have been no such issues to 
report or resolve and no Director has resigned from the Company.

Division of Responsibilities
F. The chair leads the board and is responsible for its overall e�ectiveness in directing the company. They should 

demonstrate objective judgement throughout their tenure and promote a culture of openness and debate. In addition, 
the chair facilitates constructive board relations and the e�ective contribution of all non-executive directors, and 
ensures that directors receive accurate, timely and clear information.

G. The board should include an appropriate combination of executive and non-executive (and, in particular, independent 
non-executive) directors, such that no one individual or small group of individuals dominates the board’s decision 
making. There should be a clear division of responsibilities between the leadership of the board and the executive 
leadership of the company’s business.

H. Non-executive directors should have su�cient time to meet their board responsibilities. They should provide 
constructive challenge, strategic guidance, other specialist advice and hold management to account.

I. The board, supported by the company secretary, should ensure that it has the policies, processes, information,  
time and resources it needs in order to function e�ectively and e�ciently.

Chairman’s role and assessment of his independence 
As Chairman, Martin Moore sets the Board’s agenda and ensures that adequate time is available for discussion of all 
agenda items, including strategic issues in particular. He is responsible for the leadership of the Board and ensuring  
its e�ectiveness. He seeks to ensure that all Directors constructively engage in the business of meetings and with  
the development of strategy.

On the date of his appointment, Martin Moore was considered to be independent within the meaning of the Code. 
Under the terms of the Code, a chairman is considered not to be independent after the date of appointment purely  
by reason of being the Company’s chairman.

The Code requires that the roles of Chairman and Chief Executive are distinct and that a chief executive should not 
become a Company’s chairman. As it is externally managed, the Company does not have an individual designated  
as Chief Executive, the functions of which are carried out by the Investment Adviser. The roles of the Board and the 
Investment Adviser are very distinct and are laid out in a contract between the Company and the Investment Adviser 
(the “Investment Advisory Agreement”). Martin Moore has never acted in any executive capacity in the Company prior 
to his appointment as its Chairman and is independent of the Investment Adviser.

Composition of the Board
The balance of skills and experience of the members of the Board and the long and successful track record of the 
Management Team are key factors in the continuing ability of the Group to exercise skill and discipline in deal selection 
and embrace opportunities in a way that balances potential risks and rewards with a view to delivering the Company’s 
strategy. The long term track record of the Management Team is available on the investor centre on the Company’s 
website and the track record of the Company over the past five years is shown on page 141.

The composition of the Board is as it was at the time of the Company’s listing in June 2014. At that time, the Chairman 
sought to appoint Directors who would bring appropriate independence and an open mind to the running of the 
Company, and between them to have a range of skills and experience appropriate to a full understanding of the  
Group and its activities.
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There are three qualified chartered surveyors and two qualified chartered accountants on the Board. All Directors  
have long experience in the areas considered critical to the running of the business, principally real estate investment 
and financing, capital markets activity, mergers and acquisitions, taxation, financial reporting and governance. Through 
over six years on the Company’s Board along with their wider careers, all Directors have a level of experience in all of 
these areas, but particular areas of expertise are set out below.
 

Chartered 
surveyor

Chartered 
accountant

Direct real 
estate 

investment 
and long 

lease 
negotiation

Real estate 
financing

Capital 
markets

Real estate 
M&A

Accounting 
and tax

Financial & 
governance 

reporting

Martin Moore

Mike Brown

Leslie Ferrar

Sandy Gumm

Jonathan Lane

Nick Leslau

Ian Marcus

In addition to diversity of experience and qualifications, the gender balance on the Board is two women (28.6%) and 
five men (71.4%). Brief biographies of the Company’s Directors are set out on pages 52 and 53 and those of other key 
members of the Management Team on page 54.

Independence of Directors
The Chairman was considered independent within the meaning of the Code at the time of his appointment. Leslie 
Ferrar, Ian Marcus and Jonathan Lane are all considered independent within the meaning of the Code. Mike Brown, 
Sandy Gumm and Nick Leslau are not independent as they are directors of and shareholders in the Investment Adviser. 
The majority of the Directors are independent of the Management Team and, of the Directors who may be classified as 
independent within the terms of the Code, three of the six are independent. 

There is no individual with unfettered powers of decision making and the Articles of Association require an appropriate 
balance on the Board between Independent Directors and members of the Management Team such that Independent 
Directors must always hold the majority of voting power in order for a meeting of the Board to be quorate.

The Senior Independent Director
Ian Marcus is the Company’s Senior Independent Director and his biographical details are included on page 53. Ian  
acts as a sounding board where necessary for Martin Moore as Chairman and, if required, as an intermediary for 
shareholders or for other Directors. As the Senior Independent Director, Ian is available to shareholders if they have 
concerns which contact through the normal channels of Chairman or Investment Adviser have failed to resolve, or for 
which such contact is inappropriate. The Code requires that the Senior Independent Director should convene a meeting 
of the Board excluding the Chairman at least annually to assess the performance of the Chairman. The most recent 
meeting convened for this purpose was held in March 2021 and attended by all Directors other than the Chairman.
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Scrutiny of executive management
Day to day management of the Group is carried out by the Company’s Investment Adviser (“Prestbury”), whose 
activities are subject always to the oversight of the Board. The terms under which Prestbury has been appointed are set 
out in a contract, the Investment Advisory Agreement, which has been in place since the Company listed and which is 
kept under review resulting in certain amendments having been made since it was first entered into. The matters which 
fall exclusively to the Board to approve are clearly set out in writing and these reserved matters may only be considered 
for approval in a properly convened Board meeting. Matters reserved for the Board include any material transaction and 
any transaction of whatever level of materiality with an unusual risk profile or where there would be a departure from 
the Company’s stated strategy and investment policy.

In distinguishing the matters dealt with day to day by the Investment Adviser from the material strategic decisions  
made by the Board, the Independent Directors maintain control of key judgements a�ecting the business. However, in 
delivering their services to the Company the Investment Adviser is required to diligently perform specified services and 
exercise judgement, drawing on the experience and expertise of the Management Team. The Board is able to challenge 
these judgements through regular interactions between the Independent Directors and the Management Team 
including the scheduled Board and committee meetings and other more informal meetings and discussions. In the case 
of judgements a�ecting the accounting policies and financial statements, the Audit Committee holds discussions with 
both the Management Team and auditor, separately and together, where any judgements made are interrogated and 
carefully considered to ensure that judgement has been exercised in the best interests of the Company and with 
appropriate care and diligence.

Any matters delegated to Prestbury remain subject to the Board’s overall supervision and its review of Prestbury’s 
e�ectiveness. Prestbury has only very limited permission to transact business for the UK companies within the Group 
and no discretion to transact business for any non-UK entities. The agreement allows Prestbury, without specific 
approval by the Board but subject to certain conditions, to investigate, negotiate and execute or require any member  
of the Group to execute an asset acquisition, an asset disposal or a financing or refinancing (including related hedging 
instruments) in respect of an investment opportunity or existing investment, in each case only where the impact does 
not exceed either a net asset value of £10 million or a gross asset value of £20 million. Prestbury has not transacted  
any business within the discretionary limits at any time up to the date of this report.

The Remuneration Committee’s responsibilities include keeping the terms of Prestbury’s appointment under review, 
including periodic external independent review and benchmarking of the terms. The Remuneration Committee, the 
members of which are all Independent Directors, reports on these reviews in their latest report to shareholders on  
page 74. In addition, the Audit Committee is in a position to closely review the Investment Adviser’s services relating to 
financial reporting and internal control. As part of their work, they meet at least annually with the external auditor and 
without any management representatives present. The report of the Audit Committee is presented on pages 69 to 72.

The Board and its committees meet when appropriate without any representatives of the Investment Adviser or, if 
necessary, without a specific Director or Directors present. This will include meetings where the performance of a 
specific Director or the Investment Adviser generally is being considered. The Chairman convenes a meeting annually 
without the non-Independent Directors or any management representatives present. The most recent meeting 
convened for this purpose was held in March 2021 and attended by all Independent Directors.

Attendance at Board and Committee meetings and the AGM
The Directors’ attendance at each scheduled Board, Committee and general meeting during the year is set out below.

Scheduled 
Board 

meetings
Audit 

Committee
Remuneration 

Committee
Nominations 

Committee

Martin Moore (Chairman) 4/4 1/1

Mike Brown 4/4 1/1

Leslie Ferrar (Chairman of the Audit Committee) 4/4 2/2 1/1

Sandy Gumm 4/4

Jonathan Lane (Chairman of the Nominations Committee) 4/4 2/2 1/1

Nick Leslau 4/4 1/1

Ian Marcus (Chairman of the Remuneration Committee) 4/4 2/2 1/1

Corporate Governance Report continued

455



 63

Financial  
Statements

Additional 
Information

 Secure Income REIT Plc Annual Report 2020

Strategic  
Report Governance

As noted earlier in this report, the restrictions in place as a result of the Covid-19 pandemic meant that the Company’s 
2020 AGM was held with only one director, Sandy Gumm, attending in person.

Directors’ and Committees’ responsibilities 
The terms and conditions of appointment of the Directors are set out in letters of appointment and written terms  
of reference have been established for each of the committees. The letters of appointment and committee terms of 
reference are available for inspection at the Company’s registered o�ce during normal business hours on reasonable 
notice and subject to any Covid-19 restrictions, and are summarised in Part 3 of the Secondary Placing Disclosure 
Document which is available in the investor centre of the Company’s website.

Other commitments of Directors
Prior to any Board appointment, a Director’s other commitments must be disclosed and the Nominations Committee 
must be satisfied that the potential appointee has su�cient time to properly discharge his or her duties. This includes 
the disclosure of other positions including disclosure of any potential areas of conflict of interest and estimates of the 
time commitments relating to them. All Directors were appointed at the time of the Company’s admission to AIM in 
June 2014 and all additional external appointments have been subject to further disclosures to the Board prior to those 
appointments.

Each Independent Director has a portfolio of non-executive roles and none has a full time executive position. While new 
external appointments may be entered into by the Independent Directors from time to time, the Board has always been 
satisfied, following careful review, that each Director remains able to fully commit su�cient time to discharging their 
duties for the Company. All of the Prestbury Directors work full time for the Investment Adviser with very few external 
appointments. There have been no additions to the outside directorships of the Prestbury Directors in the past  
12 months. The significant external appointments of all Directors are disclosed in their biographies on pages 52 and 53.

It is a requirement of the Code that no executive director holds more than one non-executive directorship of a FTSE 100 
company nor the chairmanship of such a company, nor should they hold any other ‘significant appointment’. While the 
Company has no executive directors, none of the Directors representing the Management Team holds a chairmanship  
or directorship of a FTSE 100 company, nor any other significant external appointment.

The Company Secretary
The Company Secretary is responsible for ensuring that the Board and Board committees receive accurate, timely and 
clear information on the Group’s activities and is responsible to the Board and committees for ensuring that Board 
procedures are followed. The appointment or removal of the Company Secretary is a matter for the whole Board.

The Company Secretary seeks to ensure that the information provided is su�cient to enable the Board and the 
committees of the Board to discharge their duties, and that the information provided covers operational and financial 
reporting together with assessments of market conditions, risks and the Group’s internal control environment. Reports 
are required to be submitted to the Board on a timely basis to allow su�cient time for review prior to Board or 
committee meetings.

Directors’ and o�cers’ insurance
The Directors are provided with independent professional advice at the Company’s expense where they judge it 
necessary to discharge their responsibilities. Directors’ and O�cers’ Liability Insurance cover of £15 million is maintained 
by the Company.

Composition, Succession and Evaluation
J. Appointments to the board should be subject to a formal, rigorous and transparent procedure and an e�ective 

succession plan should be maintained for board and senior management. Both appointments and succession plans 
should be based on merit and objective criteria and, within this context, should promote diversity of gender, social  
and ethnic backgrounds, cognitive and personal strengths.

K. The board and its committees should have combination of skills, experience and knowledge. Consideration should  
be given to the length of service of the board as a whole and membership should be regularly refreshed.

L. Annual evaluation of the board should consider its composition, diversity and how e�ectively members work together 
to achieve objectives. Individual evaluation should demonstrate whether each director continues to contribute 
e�ectively.
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Succession planning
The Board as a whole is responsible for ensuring adequate succession planning so as to maintain an appropriate 
balance of skills. Changes to the structure, size and composition of the Board may be made following recommendations 
from the Nominations Committee. This includes the selection of the Chairman of the Board and the Company Secretary, 
and the appointment of the Senior Independent Director.

The Nominations Committee
The Nominations Committee consists of three Directors: Jonathan Lane, Nick Leslau and Mike Brown and is chaired by 
Jonathan Lane. Their biographies are shown on pages 52 and 53. The composition of the committee deviates from the 
Code requirement for the majority of members to be independent as while Jonathan Lane is independent, Nick Leslau 
and Mike Brown are members of the Management Team. The Board considers this appropriate because the significant 
shareholding of the Management Team, including that of Nick Leslau and Mike Brown personally, provides very strong 
alignment with the interests of all shareholders.

The Nominations Committee Report appears on pages 76 and 77.

Re-election
All Directors are subject to election by shareholders at the first AGM following their appointment, and the Company’s 
Articles require that for the nine years following appointment they are subsequently subject to re-election at intervals  
of no more than three years after which they should stand for re-election annually. Since the 2020 AGM all Directors 
have undertaken to voluntarily o�er themselves for re-election each year, consistent with the requirements of the Code.

The Board considers that information su�cient for shareholders to make an informed decision on the re-election of 
Directors, including their specific skills relevant to a contribution to the long term success of the business, is included 
within this annual report and in the notice of AGM and accompanying explanatory notes on pages 145 to 146.

Terms of service
Any Independent Director who has held o�ce for nine or more consecutive years is required by the Articles of 
Association of the Company to stand down and o�er himself or herself for re-election at each AGM. No Independent 
Director of the Company has been in o�ce for more than nine years under the terms of the Code, each having been 
appointed in May 2014.

According to the written terms of appointment, each Director’s service contract is terminable on three months’  
notice or, in the case of serious breach, without notice and without compensation for loss of o�ce.

Board vacancies
There has been no Board vacancy since the Company’s admission to AIM. In the event that a vacancy arises,  
the Nominations Committee will oversee the process with due regard to the requirements of the Code and  
in accordance with the responsibilities set out in their report on page 76.

Evaluation
The Nominations Committee reviews the composition of the Board and performance relating to attendance, 
appropriateness of skills and adequacy of time devoted to Board duties.

The Board is responsible for undertaking an annual review of its own performance, that of its Committees and  
of individual Directors. The division of responsibilities is also kept under review.

The Board is required to determine the independence of directors in light of their character, judgement and relationships, 
authorising conflicts of interest where, and in the manner, permitted by the Company’s Articles of Association.

In performing these reviews, the Board takes account of any feedback provided by shareholders, including through  
the Company’s Nominated Adviser and Broker whose opinion is sought regularly. The evaluation of Prestbury’s 
e�ectiveness as Investment Adviser is carried out only by the Directors who are independent of Prestbury.

The Board considers at least annually whether a formal, externally facilitated Board evaluation is required. Such an 
evaluation is not considered necessary at this stage as the Board has demonstrated its ability to deal e�ectively with  
a large volume of significant transactions including listing, secondary placings, acquisitions, disposals, lease variations, 
financings and refinancings. The appropriateness of an external Board evaluation will continue to be kept under review.
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Development
Martin Moore, as Chairman, is responsible for ensuring that any ongoing training and development needs of the 
Directors are met, including those highlighted by any evaluations process. All Directors were appointed at the time  
of the Company’s listing and the listing process included an appropriate induction for all Directors. The remit of the 
Nominations Committee includes monitoring the skills and knowledge of the Directors and where necessary further 
support is provided to any Director who needs it.

Commitment
The Nominations Committee Report on pages 76 and 77 includes confirmation that the commitment of each Director 
has been reviewed and confirmed as su�cient.

Audit, Risk and Internal Control
M. The board should establish formal and transparent policies and procedures to ensure the independence of and 

e�ectiveness of internal and external audit functions and satisfy itself on the integrity of financial and narrative 
statements.

N. The board should present a fair, balanced and understandable assessment of the company’s position and prospects.

O. The board should establish procedures to manage risk, oversee the internal control framework, and determine  
the nature and extent of the principal risks the company is willing to take in order to achieve its long term  
strategic objectives.

Audit policy and procedures
The Board is committed to complying with all relevant regulations concerning the independence of the external auditor. 
The responsibility for ensuring the appropriate independence and e�ectiveness of the external auditor rests with the 
Audit Committee who report their conclusions to the Board and who also summarise their work in this respect in their 
report on page 70.

Approach to ensuring the integrity of financial and narrative reporting
The Board controls the integrity of financial and narrative reporting by ensuring that the Board includes individuals  
with su�cient and diverse experience, which includes ensuring that the Board includes a number of members who  
have relevant qualifications. Specifically, the Chairman of the Audit Committee has, as required, relevant and recent 
experience in financial reporting matters. The appropriateness of the qualifications and experience of the Investment 
Adviser’s finance team members and of the resources available to that team are reviewed each year in the internal 
control review which is conducted by the Audit Committee and the results of which are reported to the Board.  
The terms of the Investment Advisory Agreement also require that all financial and narrative reports are provided  
to the Board with su�cient time and in su�cient detail to enable their review and for the Board to interrogate the 
analyses provided.

The Audit Committee 
The Audit Committee assists the Board in discharging its risk management and internal control responsibilities under 
written terms of reference. It comprises three Independent Directors: Leslie Ferrar, Jonathan Lane and Ian Marcus, 
whose biographies are shown on pages 52 and 53.

The Committee is chaired by Leslie Ferrar, who the Board considers has recent and relevant financial experience 
including an appropriate professional qualification. Jonathan Lane and Ian Marcus both have many years’ experience  
in real estate capital markets and financing and the Board considers this experience also to be both recent and relevant 
to the Committee’s activities.

Only members of the Audit Committee have the right to attend Committee meetings. The members of the external 
audit team and key personnel from the Investment Adviser are invited to attend meetings and the Company Secretary 
and other non-members may be invited to attend all or part of any meeting as and when appropriate. The Committee 
chairman reports formally to the Board on proceedings after each meeting on all matters within the Committee’s duties 
and responsibilities and demonstrates how it has discharged those responsibilities.
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The Audit Committee continued
The Audit Committee meets at least twice each year at appropriate intervals in the financial reporting and audit cycle. 
Outside the formal meeting programme, the Committee chairman maintains a dialogue with key individuals involved  
in the Company’s governance, including the Chairman, members of the Investment Adviser’s finance team, the 
independent external valuers and the external audit partner. The Committee chairman attends the AGM (save in 
circumstances where this is not possible, such as during the Covid-19 restrictions in force at the time of the AGM  
held in 2020) and is otherwise available to shareholders to answer any queries about the work of the committee.

Audit Committee role and responsibility
More detail on the activities of the Audit Committee during the year, including a summary of its role and responsibilities, 
is provided in the Audit Committee Report on pages 69 to 72.

Financial and business reporting
The Board is responsible for preparing this annual report and has reviewed whether, taken as a whole, it presents a fair, 
balanced and understandable picture of the Group’s position and prospects and has concluded that it does. The Board 
has also concluded that the annual report provides the information necessary for shareholders to assess the Company’s 
position, performance, business model and strategy. This includes an explanation of how the Company aims to generate 
or preserve value in the long term, included in the Strategic Review on page 37.

A description of the Directors’ responsibilities regarding the financial statements is set out in the Directors’ Report  
on page 79 and a description of the auditor’s responsibilities is set out in their report on page 85.

Risk management, internal control and Group risk review
The Board is responsible for the internal controls of the Group, including operational and compliance controls and  
risk management systems, which are documented in a Board memorandum which is updated and reviewed at least 
annually. As with any risk management system, the Group’s internal control framework is designed to manage risk  
but cannot give absolute assurance that there will never be any material misstatement or loss.

The Board has reviewed the risk management and internal control framework in the year using, in addition to their own 
experience and expertise, the approach documented in the ICAEW’s Technical Release “TECH14/14CFF – Guidance on 
Financial Position and Prospects Procedures” in order to evaluate the appropriateness and e�ectiveness of the internal 
control framework. External supporting evidence is obtained where appropriate. The Board has also had regard to the 
Financial Reporting Council’s “Guidance on Risk Management, Internal Control and Related Financial and Business 
Reporting” dated September 2014. The Board memorandum on internal control includes the Group’s risk register  
which includes explanations of any changes in risk assessment since the register was last reviewed.

The Group’s risk register underpins the Board’s assessment of the principal risks facing the Group and how they may  
be mitigated, including consideration of matters that may in future threaten the performance of the Group, its business 
model or its viability. A robust assessment of emerging and principal risks is undertaken both on the basis of their 
relevance to the business on a steady state basis and their relevance to delivery of the Board’s growth aspirations.  
The key risks identified in that review are described in the Strategic Review on pages 47 to 50.

The Board requires that any weaknesses in the internal control framework of the Company identified by the external 
auditor or the Management Team are reported to the Audit Committee. Further, any weaknesses in the internal control 
framework of the Investment Adviser identified by the Management Team or the external auditor of the Investment 
Adviser are required to be reported to the Audit Committee. No material control weaknesses have been identified  
but, in the event that any are reported, the Audit Committee will bring them to the attention of the Board.

On the basis of this review, the Board believes the internal controls to be working e�ectively with no significant failings 
or weaknesses in the framework identified. The control framework documented and tested in the Board memorandum 
was in place during the year and up to the date of approval of this annual report and the processes documented remain 
in operation, including throughout the periods in which remote working has been required as a result of the 
Covid-19 pandemic.

The Board has asked the Audit Committee to review whether an internal audit function should be established. The Audit 
Committee’s approach to this review and their conclusions are set out in the report of the Audit Committee on page 71.
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Going concern and viability
Statements confirming the status of the Company and Group as a going concern and their longer term viability over  
a five year period are set out in the Strategic Review on pages 50 and 51. These statements are made on the basis of 
reviews undertaken by the Management Team and evaluated in discussion with the Audit Committee which reports  
the results to the Board.

Remuneration
P. Remuneration policies and practices should be designed to support strategy and promote long term sustainable 

success. Executive remuneration should be aligned to company purpose and values and be clearly linked to the 
successful delivery of the company’s long term strategy.

Q. A formal and transparent procedure for developing policy on executive remuneration and determining director  
and senior management remuneration should be established. No director should be involved in determining their  
own remuneration outcome.

R. Directors should exercise independent judgement and discretion when authorising remuneration outcomes,  
taking account of company and individual performance, and wider circumstances.

The Remuneration Committee
The Board has appointed a Remuneration Committee comprised of three Independent Directors: Ian Marcus, who  
is Chairman of the Committee, Leslie Ferrar and Martin Moore. Their biographies are shown on pages 52 and 53.

Only members of the Remuneration Committee have the right to attend Committee meetings, but other individuals and 
external advisers may be invited to attend for all or part of any meeting as and when appropriate. Appointments to the 
Committee are made by the Board. The Chairman of the Board may not be chairman of the Committee.

The Remuneration Committee meets at least once each year and otherwise as required, and the Committee chairman 
attends the AGM (save in circumstances where this is not possible, such as during the Covid-19 restrictions in force at 
the time of the AGM held in 2020) and is otherwise available to shareholders to answer any questions about the 
Committee’s activities. The Remuneration Committee Report is included on pages 73 to 75.

Policy responsibility
The responsibilities of the Committee are set out in the report on page 73 and include setting remuneration policy  
for the Chairman and the executive team, which for these purposes means the Investment Adviser.

The Board considers the appropriateness of the level of remuneration for all Directors each year, having regard to the 
time commitment and responsibilities involved. The assessment of the performance of the Chairman is determined by 
the other Directors.

Shareholder alignment
As an externally managed business, the shareholder alignment strategy for the management of the Company was 
carefully designed at the time of its listing in 2014 and kept under regular review since then. The Board continues to 
recognise the crucial importance and benefits of strong alignment between the Management Team and shareholders.

Under the terms of the Investment Advisory Agreement which is, as explained in the Report of the Remuneration 
Committee, kept under regular review, the Investment Adviser is rewarded for above target shareholder returns in  
any financial year. Any incentive fees are subject to appropriate safeguards for investors including a priority return for 
investors before any fee is earned, ‘high water mark’ provisions to prevent rebasing of incentives after periods low or 
negative growth, a cap on incentive fees payable on the results of operations and the payment of any fees in shares. 
These arrangements are explained in note 25c to the financial statements.
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Shareholder alignment continued
Sales of any shares received by the Investment Adviser in satisfaction of incentive fees are restricted (save for certain 
limited exceptions), with the restriction lifted on a phased basis over a period from 18 to 42 months. This is shorter than 
the total vesting and holding period of five years recommended in the Code. The Code has been adopted subsequent 
to the most recent external benchmarking exercise for the incentive fee arrangements at which time the vesting and 
holding periods for shares awarded as incentive fees were considered to be appropriate and in line with the prevailing 
guidance at the time. Bringing the vesting and holding periods into line with the Code would require a change to the 
contractual arrangements. The broader terms of the contract will be subject to review in December 2022 and the 
appropriateness of arrangements, including their compliance with the Code, will be considered in that review.

The Code also recommends that the Committee formulates a formal policy for post employment shareholdings. Given 
the Company’s external management structure, compliance with this aspect of the Code is not possible, as the Board 
does not control the Investment Adviser. However, we note the commentary on the Company’s share dealing 
code below.

Share dealing code
The Board takes all reasonable steps to ensure compliance by the Directors with the provisions of the AIM Rules relating 
to dealings in securities of the Company and has adopted a share dealing code for this purpose. Further, the Board has 
taken steps to ensure that directors of the Investment Adviser and sta� engaged by the Investment Adviser and its 
delegates also comply with the terms of the share dealing code. The Board and Investment Adviser provide annual 
attestations in this respect, the most recent of which were completed in December 2020.

Avoidance of formulaic outcomes
In its most recent external benchmarking review of the Investment Advisory Agreement in 2018, the Remuneration 
Committee and its external advisers had regard to the risk of formulaic application of the fee calculations giving rise  
to a mismatch between returns achieved by shareholders and the Management Team. As a result, the Company and the 
Management Team agreed to introduce a cap on incentive fees arising on the Group’s operations to avoid undesirable 
outcomes of this type. The approach of the Remuneration Committee to this aspect of the Code is explained in their 
report on page 74.

Pension contributions
The Company does not bear the cost of any pension contributions because no Director is entitled to Company funded 
pension contributions.

Notice periods and compensation for loss of o�ce
The notice period for the Independent Directors is three months, save in the case of dismissal for cause which can be 
immediate and without compensation.

The Investment Advisory Agreement expires in December 2025 and is subject to its next scheduled review by the 
Remuneration Committee in December 2022. As explained at the time of the most recent independent benchmarking 
exercise, carried out in March 2018 with the assistance of AON’s compensation practice, the period to December 2025 
was considered an appropriate period over which to secure the services of the Management Team in the interests of 
shareholders as a whole. The agreement is terminable by the Company in certain circumstances. In general any 
termination fee would amount to six months’ advisory fees and the maximum fee payable, in the event of a change of 
control of the Company, would be one year’s advisory fee. There are no break payments or renewal rights on either side 
at the end of the term.

Costs of the executive team and shareholder alignment 
While the Company does not employ any executive management, the Independent Directors consider that the 
provisions underlying Principles P to R of the Code are in the main applicable to the Investment Advisory Agreement. 
The Remuneration Committee sets out in its report on page 74 its assessment of how, specifically, the Company has 
complied with the provisions of the Code as to the assessment of remuneration policy.

Signed on behalf of the Board on 10 March 2021.

Leslie Ferrar
Director
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Role of the Audit Committee 
The Audit Committee’s primary responsibility is to monitor the integrity of the financial statements of the Company and 
Group, covering the annual report and financial statements, the interim report and financial statements, and any other 
financial announcement made by the Company. The Committee reviews that information and reports to the Board on 
significant financial reporting issues and judgements, having regard to matters communicated to it by the external 
auditor and the Investment Adviser. In particular, the Committee reviews and challenges where necessary:

• the consistency of, and any changes to, accounting policies both from year to year and across the Group;
• the methods used to account for significant or unusual transactions where di�erent approaches are possible;
• whether the accounts for the Group and Company reflect appropriate accounting standards and appropriate 

estimates and judgements, taking into account the views of the external auditor;
• the clarity and completeness of disclosure in the Group’s and Company’s financial reports and the context  

in which statements are made; and
• all material information presented with the financial statements, such as the business review, the corporate 

governance statements and those reports relating to the audit and to risk management.

The Audit Committee reviews the content of the annual report and financial statements to advise the Board whether, 
taken as a whole, they are fair, balanced and understandable and provide the information necessary for shareholders  
to assess the Company’s performance, business model and strategy.

The other key responsibilities of the Audit Committee are:

• overseeing the relationship with the external auditor, including an assessment of auditor independence and the 
e�ectiveness of the audit;

• at least annually, reviewing the Investment Adviser’s report on regulatory compliance and the Group’s risk register;
• reviewing the adequacy and e�ectiveness of the Company’s internal financial controls and internal control and risk 

management systems, including those of the Investment Adviser and its delegates as far as they are relevant to the 
Company; and

• reviewing the adequacy and security of the Company’s arrangements for any relevant party to raise concerns,  
in confidence, about possible wrongdoing in financial reporting, regulatory matters or other relevant matters  
(its whistleblowing policy).

In overseeing the relationship with the external auditor, the Committee considers and makes recommendations to the 
Board, to be put to shareholders for approval at the AGM, in relation to the appointment, reappointment or removal  
of the auditor. If an auditor resigns, the Committee is required to investigate the issues leading to this and to decide 
whether any action is required. The Committee also makes recommendations on the remuneration of the auditor, 
including fees for both audit and any non-audit services, ensuring that fees are appropriate to enable an e�ective and 
high quality audit to be conducted while remaining reasonably consistent with other comparable real estate companies. 
Where the auditor undertakes non-audit work, the Committee considers whether that work could be detrimental to  
the independence of the auditor. The Committee also approves the auditor’s terms of engagement, including the scope  
of the audit, and on an annual basis assesses their independence and objectivity, taking into account relevant UK 
professional and regulatory requirements and the relationship with the auditor as a whole, including the provision  
of any non-audit services to the Group and any services to the Investment Adviser and its associated undertakings.

Composition of the Audit Committee
Leslie Ferrar, Jonathan Lane and Ian Marcus, whose biographies are shown on pages 52 and 53, are the members of the 
Audit Committee and Leslie Ferrar is its Chairman. The Committee has assessed whether its members have the requisite 
skills to carry out their role and believes that the composition of the Committee remains appropriate.

Meetings of the Audit Committee
The Audit Committee met twice in each of 2020 and 2019. In 2020, meetings were held at the conclusion of the 2019 audit 
at the reporting stage and just prior to the 2020 interim results announcement, and both meetings were attended by all 
members of the Committee. The Committee met prior to the approval of these financial statements in March 2021 and all 
members attended the meeting. Part of each meeting took place without the Investment Adviser being present but with 
the auditor, to provide a forum to discuss any issues arising relating to the Investment Adviser, the results of which are 
communicated to the Board. In addition to the meetings, the auditor provides the Committee with an audit planning 
document prior to the commencement of the audit work each year. Committee members also met with the Group’s 
independent external valuers prior to the finalisation of this report, the 2020 interim report and the 2019 annual report. 

Audit Committee Report
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External audit
BDO LLP were appointed auditor of the Company on 10 August 2007. The audit partner is Richard Levy, who became 
Senior Statutory Auditor after the finalisation of the 2018 financial statements in March 2019.

The Committee met formally with the auditor at each Committee meeting during the year. The Committee’s review  
of the findings of the audit with the auditor included:

• a discussion of any major issues which arose during the audit;
• a review of the key accounting and audit judgements;
• confirmation of the levels of any potential adjustments identified during the audit;
• an assessment of the overall control environment; and
• an assessment of the e�ectiveness of the audit process.

The Committee has considered the performance, e�ectiveness and objectivity of the auditor through its regular 
meetings and communications with them, with a view to ensuring that a high quality audit is delivered at reasonable 
cost to the Company. Through its discussions with the audit team at various stages of the reporting cycle, through 
reviewing the presentations (including written reports) of the auditor to the Committee and through seeking the opinion 
of the Investment Adviser on the quality and e�ectiveness of the audit, the Audit Committee is able to assess the depth 
of the audit team’s understanding of the business and the risks that it faces, and to understand the scope and extent of 
the audit and the approach to audit testing. The Committee’s assessment is that the auditor has the necessary 
experience, independence and qualifications to deliver an e�ective audit, and that their ability to challenge and review 
the Investment Adviser and Board is su�cient and appropriate. There are therefore no current plans for re-tendering 
the audit. The Committee recommends that shareholders vote in favour of the reappointment of the auditor and to 
agree their remuneration, which are proposed as ordinary resolutions (resolutions 9 and 10) at the Company’s 
forthcoming AGM.

The Group’s policy for non-audit services during the year ensures compliance with the requirements of the Financial 
Reporting Council’s “Revised Ethical Standard 2020” applicable to public interest entities. Under that policy, non-audit 
services may only be carried out by the auditor if they are among the limited scheduled permitted services.

The total fees charged by the auditor to the Group during the year were £319,000 (2019: £268,000) as disclosed in note 7 
to the financial statements. This total includes £35,000 (2019: £39,000) of non-audit work during the year, all of which 
(2019: £36,000) relates to work that is typically performed by a company’s auditor, principally the review of the interim 
report and financial statements. In the Committee’s view, the auditor was best placed to most e�ciently and cost-
e�ectively carry out these non-audit services and the fees paid for this work are not considered a threat to 
auditor independence.

The Committee has also reviewed audit and any other fees payable to the auditor by the Investment Adviser and its 
associated undertakings and does not consider them to be at a level which is detrimental to the independence of 
the auditor.

Risk management and internal control
Since the approval of the 2019 annual report, the Audit Committee has twice updated its review of the Group’s risk 
register, which is maintained by the Investment Adviser subject to the supervision and oversight of the Committee.

The Audit Committee also commissioned and reviewed a report on the Group’s internal control framework, prepared by 
the Investment Adviser, after which it was recommended for adoption by the Board. This Board memorandum is more 
fully described in the Corporate Governance Report on page 66. Given the changes in working practices brought about 
by the requirement to work from home during much of 2020, the Committee undertook an additional review of controls 
during the year. Taking into account those reviews, together with the Committee members’ knowledge of the business 
and their experience, the Committee has reviewed and approved any statements included in the annual report 
concerning internal controls and risk management.

At the audit planning stage each year, the auditor presents to the Committee the proposed approach to the audit  
for the financial year including an assessment of risk areas and of materiality. In weighing up whether or not they are 
satisfied with the auditor’s proposed approach, the Audit Committee’s assessment includes any risk to the business 
arising from deficiencies in internal controls or failures to operate controls consistently and e�ectively.
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Taking together the relative simplicity of the business and the reviews of the internal control and compliance framework 
conducted in the year, the Committee has concluded that it remains appropriate for the Company not to have an 
internal audit function. The external auditor is aware that there is no internal audit function.

The Audit Committee has reviewed the adequacy of the Company’s arrangements for any relevant party to raise 
concerns, in confidence, about possible wrongdoing in financial reporting, regulatory or other relevant matters.  
The Committee considers that these ‘whistleblowing’ arrangements allow confidential reporting, proportionate and 
independent investigation of any matters and appropriate follow up action. It has also reviewed the Company’s and 
Investment Adviser’s procedures for detecting fraud and for preventing bribery and corporate financial crime and 
considers them to be appropriate.

Significant matters and judgements relating to the financial statements
The significant matters and judgements that the Committee reviewed before recommending the financial statements  
to the Board for approval were as follows:

Investment property 
valuations

• Investment Adviser’s 
Report (page 13)

• Strategic Review risks 
and uncertainties 
(page 49)

• Note 11 to the Group 
financial statements

Investment properties make up the majority of the Group’s assets. Investment property 
valuations are inherently subjective, but the Group operates in mature and generally liquid 
property markets in the UK and Germany, jurisdictions with well developed valuation 
processes and methodologies. The 31 December 2020 independent valuations for the 
properties in the Leisure and Budget Hotels sectors highlighted a ‘material valuation 
uncertainty’, which was considered by the Audit Committee and discussed in its meeting 
with the valuers, and which is explained in note 11 to the financial statements.

The opinion of independent external valuers is obtained at each reporting date, using 
recognised valuation techniques and the principles of IFRS 13 “Fair Value Measurement”. 
The valuations at the balance sheet date were performed by CBRE Limited (91% of the 
portfolio by value) and Christie & Co (9% of the portfolio by value), each of whom the  
Audit Committee believes to be suitably independent, competent and experienced to  
carry out the work.

Committee members attended meetings between the auditor and each of the valuers, 
which included detailed discussions of material fair value changes and a comparison of 
changes to external sources such as MSCI Indices. The meetings also included a review  
of current conditions and recent, relevant transactions to provide a context for the 
valuations and to allow an assessment of the assumptions and judgements made by  
the valuers. The Committee’s intention is to continue to meet with the valuers to discuss 
their six-monthly valuations.

The Committee considers that the inputs provided by the Group to the valuers for  
the valuations adopted in the financial statements were accurately extracted from the  
Group’s financial and property reporting systems. The Committee also reviewed the level  
of disclosure in note 11 to the financial statements and considers that it meets the 
requirements of IFRS 13.

Revenue recognition 
relating to rent 
concessions and rent 
reviews

• Investment Adviser’s 
Report (pages 9 to 12 
and pages 21 and 22)

• Note 2b to the Group 
financial statements

The impact of the rent concessions granted during the financial year as a result of the 
impact of the Covid-19 pandemic on certain leisure and hotel tenants required the 
Committee to determine the extent of any lease modifications and to determine the correct 
methodology for the spreading of income within the income statement in accordance with 
accounting standards and the Group’s accounting policy for revenue recognition. 

An open market rent review, e�ective May 2018, on the Ramsay hospitals has been 
outstanding throughout the financial year. Rents cannot decrease as a result of the review. 
The Group’s accounting policy is to include an estimate in the financial statements of how 
much, if any, additional revenue should be recognised as a result of that review. Given the 
uncertainty about the amount of any uplift, the Committee considers that it is not 
appropriate to reflect any additional revenue in the 2020 financial statements as a result  
of the review. This is consistent with the independent external valuation of the relevant 
investment properties, which is based on the current passing rent before any uplift.
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Going concern and 
viability statement

• Strategic Review 
(pages 50 and 51)

• Corporate Governance 
Report (page 67)

• Note 2b to the Group 
financial statements

The Board is required to consider whether the Group has adequate resources to continue in 
operational existence for the foreseeable future, which is considered to be at least 12 months 
from the date of approval of the annual report.

The Audit Committee has reviewed the Investment Adviser’s work on going concern, which 
included a report on the Group’s liquidity position, compliance with loan covenants and the 
financial strength of its tenants, together with forecasts of the Group’s cash flow, liquidity 
debt covenant compliance over the period to at least 31 March 2022. The review included:

• the identification of material uncertainties facing the Group including the risks of tenant 
defaults, the resulting impact on Group debt covenants and remedial action that may be 
taken including the extent of the resources available to the Company to cure covenant 
breaches, each of which is summarised in the report on Principal Risks and Uncertainties 
in the Strategic Report; and

• stress tests, presented both on the basis of estimated reasonable ranges of outcomes 
(such as variations in investment property valuation yields, rental cash flows and 
exposure to any unexpected cash outflows), and reverse stress tests, where scenarios are 
presented to demonstrate the key inputs (principally rental flows and property valuation 
yields) that would be required to exhaust the Company’s liquidity bu�er to cure financial 
covenant breaches.

The detailed scenarios are calculated by the Investment Adviser and presented to the Audit 
Committee for review, subject to challenge and debate as explained in the Corporate 
Governance Report on page 67. The approach to stress testing and reverse stress testing  
is explained in the Strategic Review on page 50.

Following their review of these scenarios and discussion of them with the Investment 
Adviser, the Committee has concluded that the going concern basis remains appropriate.

The Committee has also reviewed the work of the Investment Adviser to support the 
viability statement included in the Strategic Report, which included forecasts of the Group’s 
financial position over the period to 31 December 2025. These forecasts build on those used 
for the going concern review with substantially the same methodology. In carrying out this 
review, the Committee also considered the risks and assumptions relevant to those 
forecasts, together with various sensitivity scenarios. The key uncertainties relevant to  
this longer review period are set out in the viability statement on page 51. As a result, the 
Committee has concluded that there is a reasonable expectation that the Group will be  
able to continue in business over the five year period of the assessment.

In all areas where judgement has been exercised in the presentation of the financial statements, the Committee has had 
regard to the actual or potential financial impact of climate change and the transition risks associated with achieving the 
goals of the Paris Agreement.

Signed on behalf of the Audit Committee on 10 March 2021.

Leslie Ferrar
Audit Committee Chairman

Significant matters and judgements relating to the financial statements continued
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Role of the Remuneration Committee
The main responsibilities of the Remuneration Committee, which apply as necessary to the Company, its subsidiary 
undertakings and the Group as a whole, are:

• to determine and agree with the Board the framework or broad policy for any changes to the Investment Advisory 
Agreement, which is the contract which sets out the terms of appointment of the Investment Adviser; and

• to set the remuneration policy for the Company’s Chairman.

The Committee operates under written terms of reference. Only members of the Committee have the right to attend 
Committee meetings but other individuals such as the Company Secretary and external advisers may be invited to 
attend all or part of any meeting as and when appropriate or necessary. The Committee meets at least once a year and 
otherwise as required, and the Committee chairman attends the AGM (save in circumstances where this is not possible, 
such as during the Covid-19 restrictions in force at the time of the AGM held in 2020) to answer any shareholder 
questions about the Committee’s activities.

The Board determines the remuneration of the Directors within the £300,000 limit on aggregate annual fees set out  
in the Articles of Association, subject to that amount being varied by way of an ordinary resolution of shareholders.

In determining remuneration policy, the Remuneration Committee takes into account all factors which it deems relevant, 
including the Company’s strategy and the risk environment in which it operates, legal and regulatory requirements, the 
provisions and recommendations of the UK Corporate Governance Code, and associated guidance. The objective is to 
attract, retain and motivate management of the quality required to run the Group successfully without paying more 
than is necessary, with a view to implementing policies that encourage alignment of the Management Team with the 
Company’s long term strategic goals. In doing so the Committee has regard to the views of shareholders and other 
stakeholders and takes into account the risk appetite of the Company.

In order to obtain reliable, up to date information about remuneration in other companies of comparable scale and 
complexity, the Remuneration Committee may appoint remuneration consultants and commission or purchase any 
reports, surveys or information which it deems necessary, at the expense of the Company but within any budgetary 
constraints imposed by the Board.

Composition of the Remuneration Committee
The Remuneration Committee comprises Ian Marcus, Leslie Ferrar and Martin Moore, whose biographies are shown  
on pages 52 and 53, and is chaired by Ian Marcus. All members of the Committee are Independent Directors.

Meetings of the Remuneration Committee
The Remuneration Committee met once during the financial year in connection with the approval of the 2019 annual 
report and has met once to date in 2021. Each meeting was attended by all members of the Committee.

Remuneration Committee Report
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Remuneration Committee Report continued

Compliance with the provisions of the UK Corporate Governance Code
In reviewing the terms of the Investment Advisory Agreement (material terms of which are summarised in note 25a  
to the financial statements), the Committee has considered the extent to which the outcome for shareholders and 
management is consistent with the provisions of the UK Corporate Governance Code. Specifically:

• Clarity and transparency is achieved by way of the structure of the fee provisions which compensate the executive 
through the advisory fee to cover all overheads and running costs relating to the Group, and which provides strong 
shareholder alignment through the potential to earn further shares in the Company by way of incentive fees.

• The structure of and rationale behind the Investment Adviser’s fees are designed to be simple and not to require 
subjectivity or discretion in their calculation and are explained in note 25 to the financial statements.

• From a risk management perspective, the Committee has been careful to ensure that the target for any incentive  
fee is well aligned with the interests of shareholders and not subject to undue influence or manipulation by the 
Investment Adviser. The advisory fee can go down as well as up, with the Management Team’s remuneration linked 
directly to the performance of the Company, as evidenced by the reduction in advisory fee in 2020 following the 
reduction in net asset value during the year. The Investment Advisory Agreement can be terminated with no 
compensation in the event that the Investment Adviser fails to meet its material obligations under that agreement.

• Given the simple arithmetic underlying the fee calculations, the range of potential outcomes is straightforward to 
calculate and not subject to discretion. While the Code recommends oversight of the level of reward to individual 
team members, this is not appropriate in the case of an externally managed structure where the Independent 
Directors do not control the workforce.

• Poor performance is not rewarded. Total Accounting Return is considered to be an appropriate measure of 
performance as the basis for calculating any incentive fees and the incentive fee has been designed to first deliver 
appropriate priority returns to shareholders and then to ensure that cumulative performance is taken into account  
in calculating any share awards through the mechanism of the high water mark, where performance must always 
exceed the level at which an incentive fee was last earned, plus 10% per annum. In this way, a decline in the Group’s 
net asset value does not rebase the management incentives or reward poor performance.

• The fee package is considered to be well aligned to the overall purpose, values and strategy of the Company by way 
of the focus on delivery of Total Accounting Return above a benchmark level and, subject to the high water mark 
mechanism, by always prioritising shareholder returns before any incentive fee is paid, and by paying any such fee  
in shares that are restricted from sale (save in limited circumstances) only released from restriction on a phased  
basis between 18 and 42 months.

The Committee has sought and received confirmation from the Investment Adviser that it complies with all governance 
requirements relevant to it.

Management contract term and fee arrangements
The Committee considered two alterations to the Investment Advisory Agreement during the year, both of which were 
disclosed in the 2019 annual report and which take e�ect for the first time in the 2020 financial statements.

• Advisory fees are calculated on a reducing scale based on the Group’s EPRA NAV. The Remuneration Committee 
concluded in March 2020 that, in order for the calculation of the fees to remain consistent with the way that they 
have been calculated since the Company’s listing and as set out in the contract, the fees would continue to be 
calculated on the basis of EPRA NAV originally in place rather than the revised EPRA measures which took e�ect 
 on 1 January 2020. The two measures are explained and reconciled in note 25b to the financial statements.

• As announced by the Company on 25 February 2020, following an approach by the Investment Adviser with  
a proposal to reduce the advisory fees earned on the undeployed surplus cash generated from the sale of eight 
hospitals in August 2019, the basis of the fee calculation was revised with e�ect from 1 April 2020. The e�ect of this 
revision is to exclude from EPRA NAV for the purposes of calculating the advisory fee the £164 million cash surplus 
on sale, less cash deployed to top up the quarterly dividend to reflect the reduction in net income as a result of the 
sale, in acquisitions or in debt management. The balance of the surplus cash is disclosed at each reporting date and  
is shown in note 25b to the financial statements.

The Committee considered these proposals and recommended them to the Board prior to their approval by the 
Independent Directors.
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Workforce engagement
The Committee is responsible for ensuring that engagement between the Independent Directors and the employees  
of the Investment Adviser and its associated service provider (together “Prestbury”) are appropriate and that the 
workplace culture of Prestbury is aligned with the values of the Company and appropriate for the delivery of the 
Company’s strategy. Ian Marcus has specific responsibility for workforce engagement. 

The Committee and the Board have been mindful of the challenges arising from the extended periods of remote 
working since the first nationwide lockdown in March 2020. While the Investment Advisor has primary responsibility  
for the health and wellbeing of the workforce, the Committee has satisfied itself as to the appropriateness of the  
remote working arrangements. It is recognised that remote working generally is not perfect by its very nature, but  
the Committee has received assurances from the Investment Adviser that all of the team members have maintained 
appropriate contact and have been receiving support where needed. No workforce issues have been identified in  
this regard in the period since the last report of the Committee.

Directors’ fees
The Independent Directors receive fixed fees for their services. The Directors connected to Prestbury share (with  
the other members of the Prestbury team) in the advisory fees out of which they meet the majority of the Group’s 
overheads and any incentive fees paid by the Company. They do not receive any Directors’ fees or other remuneration 
from the Company. These advisory and incentive fees are calculated in accordance with the Investment Advisory 
Agreement and are disclosed in notes 25b and 25c to the Group financial statements.

The remuneration of the Chairman was externally benchmarked at the time of the Company’s listing in June 2014 and 
again in 2018. The Chairman’s remuneration has remained unchanged at £75,000 per annum since listing. The Directors’ 
remuneration for the year, all of which represents fees for services provided, was last reviewed in 2018.

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Martin Moore (Chairman of the Company) 75 75
Mike Brown – –
Leslie Ferrar (Chairman of the Audit Committee) 45 44
Sandy Gumm – –
Jonathan Lane (Chairman of the Nominations Committee) 40 40
Nick Leslau – –
Ian Marcus (Chairman of the Remuneration Committee and Senior Independent Director) 40 40

Total 200 200

Signed on behalf of the Remuneration Committee on 10 March 2021.

Ian Marcus
Remuneration Committee Chairman
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Nominations Committee Report

Role and responsibilities of the Nominations Committee
The Board as a whole is responsible for ensuring adequate succession planning so as to maintain an appropriate 
balance of skills on the Board. Any changes to the structure, size and composition of the Board may be made following 
recommendations from the Nominations Committee.

The Committee operates under written terms of reference. Only members of the Committee have the right to attend 
meetings of the Committee but other individuals such as the Company Secretary and external advisers may be invited 
to attend all or part of any meeting as and when appropriate or necessary. The Committee meets at least once a year 
and otherwise as required, and the Committee chairman attends the AGM (save in circumstances where this is not 
possible, such as during the Covid-19 restrictions in force at the time of the AGM held in 2020) to answer any 
shareholder questions about the Committee’s activities.

The responsibilities of the Nominations Committee are:

• to regularly review the structure, size and composition (including the skills, knowledge, experience and diversity)  
of the Board and make recommendations to the Board with regard to any changes;

• to give full consideration to succession planning for Directors and the Investment Adviser in the course of its work, 
taking into account the challenges and opportunities facing the Company, and the skills and expertise expected to  
be needed on the Board in the future;

• to keep under review the leadership needs of the Group, with a view to ensuring the continued ability of the Group  
to compete e�ectively;

• to keep up to date and fully informed about strategic issues and commercial changes a�ecting the Group and the 
market in which it operates; and

• to be responsible for identifying and nominating for Board approval any candidates to fill Board vacancies.

Before any appointment is made by the Board, the Nominations Committee is required to evaluate the balance of skills, 
knowledge, experience and diversity on the Board and, in the light of this evaluation, prepare a description of the role 
and capabilities required for a particular appointment. In identifying suitable candidates the Committee shall consider 
whether it is appropriate to use open advertising or the services of external advisers to facilitate the search; consider 
candidates from a wide range of backgrounds assuming such candidates put themselves forward; and consider 
candidates on merit, against objective criteria and with due regard for the benefits of diversity on the Board, in all cases 
taking care that appointees have enough time available to devote to the position. Additional requirements apply for the 
appointment of the Chairman, including the preparation of a job specification.

The Committee is required to make recommendations to the Board concerning:

• plans for succession for Directors, in particular for the key role of Chairman, and for the Investment Adviser;
• suitable candidates for the role of Senior Independent Director;
• membership of the Audit and Remuneration Committees and any other Board committees as appropriate,  

in consultation with the chairmen of those committees;
• the reappointment of any Director at the conclusion of their specified term of o�ce, having given due regard  

to their performance and ability to continue to contribute to the Board in the light of knowledge, skills and 
experience required;

• the re-election by shareholders of Directors under the annual re-election provisions of the UK Corporate Governance 
Code, having due regard to their performance and ability to continue to contribute to the Board in the light of the 
knowledge, skills and experience required and the need for progressive refreshing of the Board, particularly in 
relation to Directors being re-elected for a term beyond six years;

• any matters relating to the continuation in o�ce of any Director at any time; and
• the appointment of any person as a Director.

Composition of the Nominations Committee
The Nominations Committee comprises Jonathan Lane, Nick Leslau and Mike Brown, whose biographies are shown on 
pages 52 and 53, and is chaired by Jonathan Lane, who is independent of the Investment Adviser. Nick Leslau and Mike 
Brown are also Chairman and Chief Executive, respectively, of the Investment Adviser.
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Report on the Committee’s Activities
The Committee met once during the financial year in March 2020 ahead of the approval of the 2019 report and 
accounts, and once in the year to date, in March 2021. Both meetings were attended by all members of the Committee.

Commitment
A review by the Committee in the year established that all Directors are able to allocate su�cient time to the Company 
to discharge their responsibilities e�ectively. All Directors were advised prior to their appointment of the expected time 
required to fulfil their roles and each Director has confirmed that they remain able to commit the time required to 
discharge their duties. Any material change in a Director’s commitments outside the Company are required to be, and 
where relevant have been, disclosed to the Chairman of the Company prior to the acceptance of any such appointment. 
Material commitments of the Directors are shown in their biographies on pages 52 and 53.

Development
The Chairman is responsible for ensuring that any ongoing training and development needs of the Directors that are 
relevant for their role in the Company are met. All Directors were appointed at the time of the Company’s listing and  
the listing process included an appropriate induction for all Directors. The remit of the Nominations Committee includes 
monitoring the skills and knowledge of the Directors and identifying whether necessary further support is provided. 
There are no training or development activities conducted in the year that are considered material to report.

Evaluation
The Nominations Committee reviews the composition of the Board and performance relating to attendance, 
appropriate skills and adequacy of time devoted to Board duties.

In performing these reviews, the Committee has taken account of any feedback provided by shareholders, including 
through the Company’s Nominated Adviser and Broker. No concerns about the Board or Investment Adviser have been 
raised in the year by external stakeholders. During the year the Committee conducted a review of the balance of skills 
on the Board in the context of the risks identified in the Group’s risk register and confirmed that the balance of skills, 
knowledge, experience and diversity on the Board is appropriate to the Group, its operations and the risks that it faces.

Diversity and inclusion policy
The Group’s diversity and inclusion policy is set out in the Strategic Report on page 40. The Committee has sought  
and obtained confirmation from the Investment Adviser that its diversity and inclusion policy aligns with that of the 
Company and has been applied throughout the year.

Succession Planning
In conducting the annual review of the size structure and composition of the Board, the Committee has also had regard 
to the likely future needs of the Company including the terms of service for Directors recommended by the Code.  
All Directors have served since May 2014 and all have expressed a willingness and ability to continue in o�ce. The 
Investment Adviser is appointed under a contract which expires in December 2025 and which is further commented  
on in the Remuneration Committee Report on page 74.

The Committee does not consider there to be any requirements for specific succession planning for Directors or  
the Investment Adviser at this time. As and when succession planning does become necessary, the Committee is 
committed to taking account of the Company’s diversity and inclusion policy and to have regard to relevant guidance 
such as the Hampton-Alexander Review of gender balance and the Parker Review of ethnic diversity.

Signed on behalf of the Nominations Committee on 10 March 2021.

Jonathan Lane
Nominations Committee Chairman
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Directors’ Report

The Directors present their report together with the audited financial statements for the year ended 31 December 2020. 
The Corporate Governance Report on pages 56 to 68 forms part of this Directors’ Report.

Directors
All Directors are non-executive directors and their biographies are set out pages 52 and 53. Details of the fees paid  
to Directors in the year are set out in the Remuneration Committee Report on page 75.

All Directors are standing for re-election at the AGM. Their biographies and a summary of their skills and experience  
is included in the notes to the AGM on pages 145 and 146.

The Company maintains £15 million of Directors’ and O�cers’ Liability insurance cover for the benefit of the Directors, 
which was in place throughout the year and which continues in e�ect at the date of this report.

The beneficial interests of the Directors and their families in the ordinary shares of the Company as at 31 December 
2020 and at the date of this report were as follows:

Number of
shares

Percentage of 
issued share 

capital

Nick Leslau*† 18,342,009 5.68%
Mike Brown† 1,183,580 0.37%
Sandy Gumm† 192,574 0.06%
Martin Moore 127,226 0.04%
Ian Marcus 95,871 0.03%
Jonathan Lane 57,471 0.02%
Leslie Ferrar 26,286 0.01%

* comprising 16,850,300 shares held by an entity in which he has a 95% indirect interest and 1,491,709 shares held in a company which he wholly owns
† in addition to the amounts shown above, as at 31 December 2020 1,184,551 shares, representing 0.37% of the issued share capital, were owned by 

Prestbury Investment Partners Limited, the Investment Adviser to the Group, and 19,262,042 shares, representing 5.94% of the issued share capital, 
were owned by Prestbury Incentives Limited. Nick Leslau, Mike Brown and Sandy Gumm are shareholders and directors of both Prestbury Investment 
Partners Limited and the immediate parent undertaking of Prestbury Incentives Limited

During the year, the Company paid dividends totalling £3.1 million (2019: £3.9 million) to Directors on the beneficial 
interests listed above. A further £3.0 million (2019: £3.0 million) was paid in dividends to Prestbury Incentives Limited 
and £0.1 million (2019: £nil) to Prestbury Investment Partners Limited. Dividends paid to related parties and key 
management personnel are disclosed in note 25e to the financial statements.

Significant shareholdings
As at 10 March 2021 the Directors have been notified that the following shareholders have a disclosable interest of 3%  
or more in the ordinary shares of the Company:

Number of
shares

Percentage of 
issued share 

capital

Artemis Fund Managers Limited 58,264,304 18.0%
Aegon Asset Management UK Plc 22,697,915 7.0%
Prestbury Incentives Limited* 19,262,042 5.9%
PIHL Property LLP* 16,850,300 5.2%
Mr Dominic Silvester 12,587,087 3.9%
Investec Wealth & Investment Limited 12,516,310 3.9%

* entities associated with the Management Team, with interests totalling 11.1%. A further 1.3% is held separately by Management Team members bringing 
the total Management Team interest to 12.4%

Emissions and energy consumption
The Company and Group is externally managed and has no premises. It therefore had no direct energy consumption  
to report during the current and prior years.
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Political contributions
The Group made no political contributions during the current or prior year.

Other disclosures
Disclosures of financial risk management objectives and policies and exposure to financial risks are included in note 17c 
to the financial statements. Disclosures of any future developments in the business are set out in the Strategic Report 
and disclosure of post balance sheet events is included in note 26 to the financial statements.

Statement of Directors’ responsibilities
The Directors are responsible for preparing the annual report and the financial statements in accordance with 
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial period. Under that law the 
Directors have elected to prepare the Group financial statements in accordance with International Accounting 
Standards in conformity with the requirements of the Companies Act 2006, and the Company financial statements  
in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted 
Accounting Practice), including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the  
UK and Republic of Ireland. Under company law the Directors must not approve the financial statements unless they  
are satisfied that they give a true and fair view of the state of a�airs of the Group and Company and of the profit or  
loss of the Group for that period. The Directors are also required to prepare financial statements in accordance with  
the rules of the London Stock Exchange for companies trading securities on AIM.

In preparing these financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;
• make judgements and accounting estimates that are reasonable and prudent;
• state whether applicable accounting standards have been followed, subject to any material departures disclosed  

and explained in the financial statements; and
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company 

and Group will continue in business.

The Directors are responsible for keeping adequate accounting records that are su�cient to show and explain the 
Company’s transactions, disclose with reasonable accuracy at any time the financial position of the Company and 
enable them to ensure that the financial statements comply with the requirements of the Companies Act 2006.  
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for  
the prevention and detection of fraud and other irregularities.

The Company is required to make the annual report and financial statements available on a website. The Company’s 
website address is www.SecureIncomeREIT.co.uk. Financial statements are published on the Company’s website in 
accordance with legislation in the United Kingdom governing the preparation and dissemination of financial statements, 
which may vary from such legislation in other jurisdictions. The maintenance and integrity of the Company’s website  
is the responsibility of the Directors. The Directors’ responsibility also extends to the ongoing integrity of the financial 
statements contained therein.

Disclosure of information to auditor
All of the Directors have taken all the steps that they ought to have taken to make themselves aware of any information 
needed by the auditor for the purposes of the audit and to establish that the auditor is aware of that information. The 
Directors are not aware of any relevant audit information of which the auditor is unaware.

Auditor
A resolution to reappoint BDO LLP as auditor to the Company will be proposed at the AGM.

Signed by order of the Board on 10 March 2021.

Sandy Gumm
Company Secretary
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Opinion
In our opinion:

• the financial statements give a true and fair view of the state of the Group’s and of the Parent Company’s a�airs  
as at 31 December 2020 and of the Group’s loss for the year then ended;

• the Group financial statements have been properly prepared in accordance with international accounting  
standards in conformity with the requirements of the Companies Act 2006;

• the Parent Company financial statements have been properly prepared in accordance with United Kingdom 
Generally Accepted Accounting Practice; and

• the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Secure Income REIT Plc (the “Parent Company”) and its subsidiaries 
(together, the “Group”) for the year ended 31 December 2020 which comprise the Group Income Statement, the Group 
Statement of Other Comprehensive Income, the Group and Company Statements of Changes in Equity, the Group and 
Company Balance Sheets, the Group Cash Flow Statement and the notes to the Group and Company financial 
statements, including a summary of significant accounting policies.

The financial reporting framework that has been applied in the preparation of the Group financial statements is 
applicable law and international accounting standards in conformity with the requirements of the Companies Act 2006. 
The financial reporting framework that has been applied in the preparation of the Parent Company financial statements 
is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting 
Practice), including Financial Reporting Standard 102 The Financial Reporting Standard in the United Kingdom  
and Republic of Ireland.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. 
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the 
financial statements section of our report. We believe that the audit evidence we have obtained is su�cient and 
appropriate to provide a basis for our opinion.

Independence
We remain independent of the Group and the Parent Company in accordance with the ethical requirements that are 
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to listed 
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting 
in the preparation of the financial statements is appropriate. Our evaluation of the Directors’ assessment of the Group 
and the Parent Company’s ability to continue to adopt the going concern basis of accounting included:

• assessment of the appropriateness and accuracy of cash flow forecasts by reference to current cash reserves, 
available finance, contractual rental income, debt service cost obligations and other committed or expected  
cash flows.

• evaluation of the Directors’ assessment as to the ability of each material tenant to satisfy its future contractual  
rent obligations, with particular focus on the actual and potential impact of the Covid-19 pandemic on those  
tenants’ businesses.

• evaluation of the sensitivity analyses and stress tests performed in relation to the Group’s liquidity and loan  
covenant compliance.

• assessment of the identified options that would be available to mitigate the impact of any future non-payment of rent 
on the Group and Parent Company’s liquidity and the Group’s ability to continue to operate within its loan covenants.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions 
that, individually or collectively, may cast significant doubt on the Group’s or Parent Company’s ability to continue as  
a going concern for a period of at least 12 months from when the financial statements are authorised for issue.

In relation to the Parent Company’s reporting on how it has applied the UK Corporate Governance Code, we have 
nothing material to add or draw attention to in relation to the Directors’ statement in the financial statements about 
whether the Directors considered it appropriate to adopt the going concern basis of accounting.

Independent Auditor’s Report to the 
Members of Secure Income REIT Plc
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Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant 
sections of this report.

Overview

Coverage 100% (2019: 100%) of Group revenue
100% (2019: 100%) of Group profit before tax
100% (2019: 100%) of Group total assets

Key audit matters 2020 2019

Valuation of investment property
Revenue recognition – lease amendments n/a

Materiality Group financial statements as a whole
£20m (2019: £23m) based on 1% (2019: 1%) of total assets

An overview of the scope of our audit
Our audit of the Group was scoped by obtaining an understanding of the Group and its environment, including the 
Group’s system of internal control, applicable legal and regulatory framework and the industry in which it operates,  
and assessing the risks of material misstatement at the Group level. We also addressed the risk of management override 
of internal controls, including assessing whether there was evidence of bias by the Directors that may have represented 
a risk of material misstatement.

The Group operates in one segment, investment property, structured through a number of subsidiary entities and 
therefore we treated the Group as one significant component. The Group audit engagement team performed all the 
work necessary to issue the Group and Parent Company audit opinion, including undertaking all of the audit work  
on the risks of material misstatement identified in the key audit matters section below.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the 
financial statements of the current period and include the most significant assessed risks of material misstatement 
(whether or not due to fraud) that we identified, including those which had the greatest e�ect on: the overall audit 
strategy, the allocation of resources in the audit; and directing the e�orts of the engagement team. These matters were 
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and  
we do not provide a separate opinion on these matters.
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Key audit matter How we addressed the key audit matter in the audit
Valuation of investment properties
As detailed in note 11, the 
Group owns a portfolio of 
investment properties 
which are carried at their 
fair value of £1,947 million 
as at 31 December 2020.

The Group’s accounting 
policy for these properties 
is described in note 2d. 
The key judgements and 
estimates in arriving at  
the fair values are set  
out in note 11.

The determination of the 
fair value of investment 
properties is a key area  
of estimation.

The Group engaged 
independent external 
valuers to undertake the 
valuation of its investment 
property portfolio.

The valuation of the 
Group’s investment 
properties requires 
significant judgements  
to be made by the valuers. 
Any input inaccuracies, 
unreasonable valuation 
judgements or 
management bias  
could result in a material 
misstatement of the 
Group’s income statement 
and balance sheet.

The external valuers have 
also included a material 
valuation uncertainty 
clause in relation to the 
Group’s leisure and budget 
hotel properties in their 
valuation reports as at  
31 December 2020. This 
clause, which is set out  
in note 11, represents a 
significant estimation 
uncertainty in relation  
to the valuation of these 
properties, which 
represent 60% of the 
Group’s total investment 
property portfolio  
by value.

The valuation of 
investment properties  
was therefore considered 
to be a key audit matter.

Our audit work included, but was not restricted to,  
the following:

• We assessed the competence, qualifications and 
objectivity of the independent external valuers 
engaged by the Group and reviewed the terms of 
their engagement for any unusual arrangements or 
evidence of management bias therein or limitations 
in the scope of their work.

• Real estate experts within our team read the 
valuation reports and confirmed that all valuations 
had been prepared in accordance with applicable 
valuation guidelines and were therefore appropriate 
for determining the carrying value in the Group’s 
financial statements.

• Real estate experts within our team met with the 
Group’s external valuers to discuss and challenge 
the valuation methodology and key assumptions 
and considered if there were any indicators of 
undue management influence on the valuations.

• We tested, on a portfolio basis, the accuracy of  
the key observable valuation inputs supplied to and 
used by the external valuers. This primarily involved 
agreeing that the passing rental income and lease 
terms were consistent with the information that  
we had audited. 

• We compared the key valuation assumptions 
against our independently formed market 
expectations and challenged the external valuers 
where significant variances from these expectations 
were identified. We corroborated their responses  
to supporting documentation where appropriate. 
The key valuation assumptions were the market 
capitalisation rates, which we evaluated by 
reference to market data based on the location  
and specifics of each property.

• We discussed the material valuation uncertainty 
clauses with the external valuers and our internal 
experts. We were satisfied that we had obtained 
su�cient appropriate audit evidence to 
demonstrate the appropriateness of the Directors’ 
assessment that the valuations of the Group’s 
Leisure and Budget Hotel properties were suitable 
for inclusion in the Group’s financial statements.

Key observations
We did not identify any indicators to suggest that  
the valuation of the Group’s investment properties  
is inappropriate.

Independent Auditor’s Report to the 
Members of Secure Income REIT Plc continued
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Key audit matter How we addressed the key audit matter in the audit
Revenue recognition – lease amendments
As detailed in note 4, as  
a result of the Covid-19 
pandemic, the Group has 
agreed various short-term 
rent concessions or 
deferrals during the  
year to provide cash  
flow assistance to  
certain of its tenants.

The Group’s accounting 
policy for the recognition 
of rental income and  
the accounting for lease 
modifications is described 
in note 2d.

The lease amendments 
and the accounting for 
those amendments varies 
from tenant to tenant. 
Certain aspects, such  
as the determination of 
whether the amendments 
constitute a lease 
modification in accordance 
with the accounting 
standards and, if so,  
the determination of the 
lease modification date, 
involve judgement. 

Accounting for the 
revenue receivable under 
leases that have been 
amended during the year 
was therefore considered 
to be a key audit matter.

Our audit work included, but was not restricted to,  
the following:

• We assessed the accounting treatment adopted  
in respect of each lease amendment e�ected in  
the year and confirmed that they were appropriate 
in accordance with accounting standards.

• We agreed the various lease amendments to 
supporting documentation and assessed the 
appropriateness of the judgements taken, including 
the determination of the lease modification date. 
Where lease modifications had occurred, we 
checked the accuracy of the new revenue 
recognition calculations.

• We evaluated the Directors’ assessment that there 
were no significant areas of judgement that had  
a material impact on the accounting for the lease 
amendments and therefore required specific 
disclosure in the Group’s financial statements.

Key observations
We did not identify any indicators to suggest that  
the Group’s recognition of revenue arising from  
leases which were amended during the period  
is inappropriate.

Our application of materiality
We apply the concept of materiality both in planning and performing our audit, and in evaluating the e�ect of 
misstatements. We consider materiality to be the magnitude by which misstatements, including omissions, could 
influence the economic decisions of reasonable users that are taken on the basis of the financial statements.

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality, we use a 
lower materiality level, performance materiality, to determine the extent of testing needed. Importantly, misstatements 
below these levels will not necessarily be evaluated as immaterial as we also take account of the nature of identified 
misstatements, and the particular circumstances of their occurrence, when evaluating their e�ect on the financial 
statements as a whole.

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

Group financial statements Parent Company financial statements

2020 2019 2020 2019

Materiality £20 million £23 million £8.8 million £9.8 million
Basis for determining materiality 1% of total assets 1% of total assets 1% of total assets 1% of total assets
Performance materiality 75% 75% 75% 75%

Total assets was selected as the benchmark for determining materiality since we consider it to be one of the principal 
considerations for the users of the financial statements in assessing the financial performance of the Group and Parent 
Company. Our performance materiality thresholds were set having considered a number of aspects including the 
expected total value of known and likely misstatements based on previous assurance engagements and other factors.
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Specific materiality
We also determined that for the Group’s Adjusted EPRA Earnings, a misstatement of less than materiality for the 
financial statements as a whole, specific materiality, could influence the economic decisions of users. As a result, we 
determined materiality of £1.7 million (2019: £2.4 million) to apply to those classes of transactions and balances which 
impact on those earnings. We further applied a performance materiality level of 75% (2019: 75%) of specific materiality 
to ensure that the risk of errors exceeding specific materiality was appropriately mitigated.

Reporting threshold
We agreed with the Audit Committee that we would report to them any individual audit di�erences in excess of 
£75,000 (2019: £100,000). We also agreed to report di�erences below this threshold that, in our view, warranted 
reporting on qualitative grounds.

Other information
The Directors are responsible for the other information. The other information comprises the information included in  
the Annual Report other than the financial statements and our auditor’s report thereon. Our opinion on the financial 
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report,  
we do not express any form of assurance conclusion thereon. Our responsibility is to read the other information and,  
in doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material 
inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a material 
misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there 
is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Corporate governance statement
As the Group has voluntarily adopted the UK Corporate Governance Code 2018, we are required to review the Directors’ 
statement in relation to going concern, longer-term viability and that part of the Corporate Governance Statement 
relating to the Parent Company’s compliance with the provisions of the UK Corporate Governance Statement specified 
for our review. 

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the 
Corporate Governance Statement is materially consistent with the financial statements or our knowledge obtained 
during the audit.

Going concern and 
longer term viability

• The Directors' statement with regards the appropriateness of adopting the going concern 
basis of accounting and any material uncertainties identified (set out on pages 50 and 51); 
and

• The Directors’ explanation as to their assessment of the entity’s prospects, the period this 
assessment covers and why they period is appropriate (set out on page 51).

Other Code provisions • Directors' statement on fair, balanced and understandable set out on page 66; 
• Board’s confirmation that it has carried out a robust assessment of the emerging and 

principal risks (set out on page 66); 
• The section of the Annual Report that describes the review of e�ectiveness of risk 

management and internal control systems (set out on page 66); and
• The section describing the work of the Audit Committee (set out on pages 65 and 66).

Independent Auditor’s Report to the 
Members of Secure Income REIT Plc continued
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Other Companies Act 2006 reporting
Based on the responsibilities described below and our work performed during the course of the audit, we are required 
by the Companies Act 2006 and ISAs (UK) to report on certain opinions and matters as described below.

Strategic Report 
and Directors’ 
Report 

In our opinion, based on the work undertaken in the course of the audit:

• the information given in the Strategic Report and the Directors’ Report for the financial  
year for which the financial statements are prepared is consistent with the financial 
statements; and

• the Strategic Report and the Directors’ Report have been prepared in accordance  
with applicable legal requirements.

In the light of the knowledge and understanding of the Group and Parent Company  
and its environment obtained in the course of the audit, we have not identified material 
misstatements in the Strategic Report or the Directors’ Report.

Matters on which 
we are required to
report by exception

We have nothing to report in respect of the following matters in relation to which the Companies 
Act 2006 requires us to report to you if, in our opinion:

• adequate accounting records have not been kept by the Parent Company, or returns 
adequate for our audit have not been received from branches not visited by us; or

• the Parent Company financial statements are not in agreement with the accounting  
records and returns; or

• certain disclosures of Directors’ remuneration specified by law are not made; or
• we have not received all the information and explanations we require for our audit.

Responsibilities of Directors
As explained more fully in the Statement of Directors’ Responsibilities, the Directors are responsible for the preparation 
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the 
Directors determine is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Parent Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the Directors either intend to liquidate the Group or the Parent Company or to cease 
operations, or have no realistic alternative but to do so.

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

Extent to which the audit was capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line 
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. 
The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

• We gained an understanding of the legal and regulatory framework applicable to the Group and the industry in 
which it operates, and considered the risk of acts by the Group that were contrary to applicable laws and regulations, 
including fraud.

• We considered the Group’s compliance with laws and regulations that have a direct impact on the financial 
statements including, but not limited to, relevant accounting standards, UK company law, tax legislation (including 
the UK REIT regime requirements) and the AIM Rules, and we considered the extent to which non-compliance might 
have a material e�ect on the Group financial statements.

• We designed audit procedures to identify instances of non-compliance with such laws and regulations. Our 
procedures included reviewing the financial statement disclosures against the requirements of the accounting 
standards and company law and agreeing those disclosures to underlying supporting documentation where 
necessary. We reviewed minutes of all Board and Committee meetings held during and subsequent to the year  
for any indicators of non-compliance and made enquiries of management and of the Directors as to the risks of 
non-compliance and any instances thereof. We also made similar enquiries of advisers to the Group, where 
information from that adviser has been used in the preparation of the Group financial statements.

• We addressed the risk of management override of internal controls, including testing journal entries processed  
during and subsequent to the year and evaluating whether there was evidence of bias by management or the 
Directors that represented a risk of material misstatement due to fraud.

Our audit procedures were designed to respond to risks of material misstatement in the financial statements, 
recognising that the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting 
one resulting from error, as fraud may involve deliberate concealment by, for example, forgery, misrepresentations  
or through collusion. There are inherent limitations in the audit procedures performed and the further removed  
non-compliance with laws and regulations is from the events and transactions reflected in the financial statements,  
the less likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council’s website at: www.FRC.org.
uk/AuditorsResponsibilities. This description forms part of our auditor’s report.

Use of our report
This report is made solely to the Parent Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. Our audit work has been undertaken so that we might state to the Parent Company’s members 
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the Parent Company and the  
Parent Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Richard Levy (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
London, United Kingdom

10 March 2021

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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Group Income Statement

Notes

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Revenue 3, 4 121,664 132,677
Property outgoings 5 (1,525) (1,327)

Gross profit 120,139 131,350
Administrative expenses 6 (17,001) (22,128)
Profit on disposal of investment properties 32 53,074
Investment property revaluation 11 (166,622) 75,708

Operating (loss)/profit 7 (63,452) 238,004
Finance income 8 374 730
Finance costs 8 (50,264) (84,234)

(Loss)/profit before tax (113,342) 154,500
Tax charge 9 (299) (1,141)

(Loss)/profit for the year (113,641) 153,359

Pence per 
share

Pence per
share

Earnings per share
Basic 10 (35.1) 47.5
Diluted 10 (35.1) 47.3

All amounts relate to continuing activities.

The notes on pages 92 to 124 form part of these financial statements.
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Group Statement of Other Comprehensive Income

Notes

Year to
31 December

2020
£000

Year to
31 December

2019
£000

(Loss)/profit for the year (113,641) 153,359
Items that may subsequently be reclassified to profit or loss:

Currency translation di�erences 21 2,101 (2,000)
Fair value movements in derivatives 13, 21 (637) (851)

Other comprehensive income/(loss) 1,464 (2,851)

Total comprehensive (loss)/income for the year (112,177) 150,508

The notes on pages 92 to 124 form part of these financial statements.
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Group Statement of Changes in Equity

Share capital
£000

Share  
premium 

reserve
£000

Other reserves
£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2020

At 1 January 2020 32,285 518,415 7,164 826,678 1,384,542

Loss for the year – – – (113,641) (113,641)
Other comprehensive income – – 1,464 – 1,464

Total comprehensive income/(loss) – – 1,464 (113,641) (112,177)
Issue of shares 119 4,791 (4,910) – –
Interim dividends of 15.7 pence per share – – – (50,824) (50,824)

At 31 December 2020 32,404 523,206 3,718 662,213 1,221,541

Share capital
£000

Share  
premium 

reserve
£000

Other reserves
£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2019

At 1 January 2019 32,156 513,675 9,977 725,780 1,281,588

Profit for the year – – – 153,359 153,359
Other comprehensive loss – – (2,851) – (2,851)

Total comprehensive income – – (2,851) 153,359 150,508
Issue of shares 129 4,740 (4,869) – –
Shares to be issued – – 4,907 – 4,907
Interim dividends of 16.3 pence per share – – – (52,461) (52,461)

At 31 December 2019 32,285 518,415 7,164 826,678 1,384,542

The notes on pages 92 to 124 form part of these financial statements.
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Group Balance Sheet

Notes

31 December
2020
£000

31 December
2019

£000

Non-current assets
Investment properties 3, 11 1,975,600 2,111,297
Headlease rent deposits 2,740 2,742
Tangible fixed assets 228 –
Interest rate derivatives 13 7 43

1,978,575 2,114,082

Current assets
Cash and cash equivalents 14 219,730 267,119
Trade and other receivables 15 20,009 3,798

239,739 270,917

Total assets 2,218,314 2,384,999

Current liabilities
Trade and other payables 16 (32,889) (38,290)
Secured debt 17 (4,984) (1,170)
Interest rate derivatives 13 (557) (246)
Current tax liability (56) (129)

(38,486) (39,835)

Non-current liabilities
Secured debt 17 (916,596) (920,408)
Head rent obligations under finance leases 18 (28,662) (28,190)
Deferred tax liability 19 (11,899) (11,267)
Interest rate derivatives 13 (1,130) (757)

(958,287) (960,622)

Total liabilities (996,773) (1,000,457)

Net assets 1,221,541 1,384,542

Equity
Share capital 20 32,404 32,285
Share premium reserve 21 523,206 518,415
Other reserves 21 3,718 7,164
Retained earnings 21 662,213 826,678

Total equity 1,221,541 1,384,542

Pence per 
share

Pence
per share

Basic NAV per share 23 377.0 428.8
Diluted NAV per share 23 377.0 427.3
EPRA NTA per share 23 379.3 429.4

The notes on pages 92 to 124 form part of these financial statements.

The Group financial statements were approved and authorised for issue by the Board of Directors on 10 March 2021  
and were signed on its behalf by:

Martin Moore  Sandy Gumm
Chairman  Director
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Group Cash Flow Statement

Notes

Year to 
31 December

2020
£000

Year to 
31 December

2019
£000

Operating activities
(Loss)/profit before tax (113,342) 154,500
Adjustments for non-cash items:

Investment property revaluation 11 142,516 (86,727)
Depreciation 18 –
Administrative expenses payable in shares 25 – 4,907

Profit on disposal of investment properties (32) (53,074)
Finance income 8 (374) (730)
Finance costs 8 50,264 84,234

Cash flows from operating activities before changes in working capital 79,050 103,110
Changes in working capital:

Trade and other receivables (18,811) (265)
Trade and other payables (5,504) (2,144)
Headlease rent deposits 2 24

Cash generated from operations 54,737 100,725
Tax paid (401) (233)

Cash flows from operating activities 54,336 100,492

Investing activities
Net proceeds on disposal of investment properties 2,597 357,744
Interest received 409 695
Acquisition of tangible fixed assets (246) –
Acquisition of investment properties – (307)

Cash flows from investing activities 2,760 358,132

Financing activities
Dividends paid (50,824) (52,461)
Interest and finance costs paid 24 (47,844) (53,638)
Scheduled repayment of secured debt 24 (4,434) (3,988)
Repayment of secured debt from proceeds of property disposals 24 (1,494) (154,519)
Fees on accelerated prepayment of secured debt 8, 24 – (27,868)
Loan arrangement costs paid 24 – (670)

Cash flows from financing activities (104,596) (293,144)

(Decrease)/increase in cash and cash equivalents (47,500) 165,480
Cash and cash equivalents at the beginning of the year 267,119 101,745
Currency translation movements 111 (106)

Cash and cash equivalents at the end of the year 14 219,730 267,119

The notes on pages 92 to 124 form part of these financial statements.
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Notes to the Group Financial Statements

1. General information about the Group
The financial information set out in this report covers the year to 31 December 2020 with comparative figures relating  
to the year to 31 December 2019. It includes the results and net assets of the Company and its subsidiaries, together 
referred to as the Group.

The Company is incorporated in England and Wales. The address of the registered o�ce and principal place of  
business is Cavendish House, 18 Cavendish Square, London W1G 0PJ. The nature and scope of the Group’s operations 
and principal activities are described in the Strategic Report on pages 5 to 51. The Company is listed on the AIM market  
of the London Stock Exchange.

Further information about the Group can be found on its website, www.SecureIncomeREIT.co.uk.

2. Basis of preparation and accounting policies
a) Statement of compliance
The consolidated financial statements have been prepared in accordance with international accounting standards  
in conformity with the requirements of the Companies Act 2006.

b) Basis of preparation
The Group financial statements are presented in Sterling as this is the currency of the primary economic environment  
in which the Group operates. Amounts are rounded to the nearest thousand pounds unless otherwise stated.

Euro denominated results for the German operations have been converted to Sterling at the average exchange rate  
for the year of €1:£0.89 (2019: €1:£0.88), which is not considered to produce materially di�erent results from using  
the actual rates at the date of the transactions. Year end balances have been converted to Sterling at the 31 December 
2020 exchange rate of €1:£0.90 (2019: €1:£0.85).

The financial statements have been prepared on the historical cost basis, except for investment properties and 
derivatives which are stated at fair value. The accounting policies have been applied consistently in all material respects.

Going concern
The Directors have, at the time of approving the financial statements, a reasonable expectation that the Company  
and the Group have adequate resources to continue in operational existence for the foreseeable future and therefore 
continue to adopt the going concern basis of accounting in preparing the financial statements. Further details are  
given in the Strategic Review on page 50.

Judgements in applying accounting policies and key sources of estimation uncertainty
The preparation of financial statements requires the Directors to make judgements, estimates and assumptions that 
may a�ect the application of accounting policies and reported amounts of assets and liabilities as at each balance sheet 
date and the reported amounts of revenue and expenses during any financial year. Any estimates and assumptions are 
based on experience and any other factors that are believed to be relevant under the circumstances and which the 
Board considers reasonable. Actual outcomes may di�er from these estimates.

The principal area of estimation uncertainty is the investment property valuation where, as described in note 11,  
the opinion of independent external valuers has been obtained at each reporting date using recognised valuation 
techniques and the principles of IFRS 13 “Fair Value Measurement”.

The principal areas of judgement relate to revenue recognition. Consistent with the prior year, one area of judgement  
is the recognition of any additional revenue in the year as a result of an outstanding May 2018 open market rent review 
on the Ramsay hospitals. The review is under arbitration and the nature of the assets mean that there is little 
comparative information on which to base an assessment. The Directors consider that it is not possible at present to 
make a reasonably certain estimate of any uplift that might result, and the financial statements therefore do not reflect 
any additional revenue arising as a result of this rent review. This position has not changed from that disclosed in the 
2019 financial statements. A further consideration in the year is the treatment of the Covid-19 rent concessions, where 
the extent of any lease modifications and the methodology for spreading income over lease terms has been assessed  
in the context of accounting standards and the Company’s accounting policies.

The Group’s accounting policies for property valuation and revenue recognition are set out in paragraph 2d.  
Other policies material to the Group are set out in paragraphs 2c and 2e to 2k.
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Adoption of new and revised standards
During the year, the Group adopted the amendments to IFRS 16 that were introduced as a result of the Covid-19 
pandemic. As these largely apply to lessees rather than lessors, there was no material change to the Group’s  
accounting policies and disclosures.

During year, the Group also adopted the “Interest Rate Benchmark Reform” amendments to IFRS 9, IAS 39 and IFRS 7. 
As well as certain additional disclosures, the amendments provide relief in applying the requirements of IFRS 9 to 
certain hedges, including allowing the Group to assume that LIBOR will not be altered as a result of interest rate 
benchmark reform. Consequently, hedging relationships that may otherwise have been impacted by interest rate 
benchmark reform have remained in place and no additional ine�ective portion of the hedges has been recognised. 
LIBOR linked exposures amount to only 8% of Group borrowings and 4% of the Group’s interest charge on secured  
debt for the year ended 31 December 2020, therefore any e�ects are not considered to be material.

None of the other new or amended standards or interpretations issued by the International Accounting Standards 
Board (“IASB”) or the IFRS Interpretations Committee (“IFRIC”) have led to any material changes in the Group’s 
accounting policies or disclosures during the year.

Standards and interpretations in issue not yet adopted
The IASB and IFRIC have issued or revised IFRS 1, IFRS 3, IFRS 4, IFRS 7, IFRS 9, IFRS 17, IAS 1, IAS 8, IAS 16, IAS 28,  
IAS 37, IAS 39 and IAS 41 but these are not expected to have a material e�ect on the operations of the Group.

c) Basis of consolidation
Subsidiaries are those entities controlled directly or indirectly by the Company. The Company has control within  
the meaning of this policy when it has power over an entity, is exposed to or has rights to variable returns from  
its involvement with the entity and has the ability to use its power over the entity to a�ect those returns.

The consolidated financial statements include the financial statements of the Company’s subsidiaries prepared  
to 31 December under the same accounting policies as the Group as a whole, using the acquisition method.  
All intra-group balances and transactions are eliminated on consolidation.

All Group entities were wholly owned throughout the current year and the prior year.

d) Property portfolio
Investment properties
Investment properties are properties ultimately owned by the Company, directly or indirectly, which are held for  
capital appreciation, rental income or both. They are initially recorded at cost and subsequently valued at each  
balance sheet date at fair value as determined by professionally qualified independent external valuers.

Valuations are calculated, in accordance with “RICS Valuation – Global Standards 2020” by applying market 
capitalisation rates to future rental cash flows with reference to data from comparable market transactions, together 
with an assessment of the security of income. Gains or losses arising from changes in the fair value of investment 
properties are recognised in the income statement in the period in which they arise. Depreciation is not charged in 
respect of investment properties.

Acquisitions of investment properties are recognised on unconditional exchange of contracts where it is reasonable  
to assume at the balance sheet date that completion of the acquisition will occur. Disposals of investment properties  
are recognised when the buyer obtains control of the property, taking into account the points at which the Group has  
a right to payment and the buyer has obtained legal title or possession of the property, or has taken on the significant 
risks and rewards of ownership.

Gains or losses on disposal are determined as the di�erence between the net disposal proceeds and the carrying  
value of the asset in the previous balance sheet, adjusted for any subsequent capital expenditure or capital receipts.
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2. Basis of preparation and accounting policies continued
Occupational leases
The Directors exercise judgement in considering the potential transfer of the risks and rewards of ownership in 
accordance with IFRS 16 “Leases” for all occupational leases and headleases to determine whether or not such leases 
are operating leases. A lease is classified as a finance lease if substantially all of the risks and rewards of ownership 
transfer to the lessee. In the case of properties where the Group has a leasehold interest, this assessment is made by 
reference to the Group’s right of use asset arising under the headlease rather than by reference to the underlying asset. 
If the Group substantially retains those risks, a lease is classified as an operating lease. All occupational leases reflected 
in these financial statements are classified as operating leases.

Headleases
Where an investment property is held under a leasehold interest, the headlease is initially recognised as an asset at cost 
plus the present value of minimum ground rent payments. The corresponding rental liability to the head leaseholder  
is included in the balance sheet as a finance lease obligation. Cash flows arising under headleases are classified under 
operating activities before changes in working capital in the cash flow statement. Cash deposits held by head leaseholders 
as guarantees of headlease obligations are held on the balance sheet as non-current assets and any movements in 
deposits are disclosed as changes in working capital within cash generated from operations in the cash flow statement.

Rental income
Revenue comprises rental income exclusive of VAT, recognised in the income statement on an accruals basis. Future 
anticipated rental income is spread over the term of a lease on a straight line basis, giving rise to a Rent Smoothing 
Adjustment in cases where future rental variations can be determined with su�cient certainty. Where income has been 
cumulatively recognised in advance of the contractual right to receive that income, such as from leases with fixed rent 
uplifts, an adjustment is made to ensure that the carrying value of the relevant investment property including accrued 
rent does not exceed the fair value of the property as assessed by the independent external valuers. Income arising 
from contractual rights that are subject to external factors, such as RPI-linked or open market rent reviews, is 
recognised in the income statement in the period in which it is determinable and reasonably certain.

Where there has been a change in the scope of a lease or the consideration for a lease that was not part of the original 
terms and conditions of that lease, this is accounted for as a lease modification. This treatment applies to cases where 
rent reductions have been agreed, as has been the case in the Covid-19 related rent concessions described in the 
Strategic Report on pages 9 and 10. Such modifications are accounted for as new leases from the e�ective date of the 
modification, which is the date at which both parties agree to the terms of the modification. Any prepaid or accrued 
lease payments relating to the original lease at the date of modification are treated as part of the lease payments for  
the new lease. Future anticipated rental income is spread over the term of the lease on a straight line basis, giving rise  
to a Rent Smoothing Adjustment in the event that rent is reduced for a period.

Rent Smoothing Adjustments are not considered to be financial assets as the amounts are not yet contractually due.  
As such, the requirements of IFRS 9 (including the expected credit loss model) are not applied to those balances, 
although credit risk is considered in the determination of the fair value of the related property.

Cash flows from rental income are included in the cash flow statement within cash flows from operating activities. 

e) Financial assets and liabilities
Financial assets and liabilities are initially recognised at their fair value when a Group entity becomes a party to the 
unconditional contractual terms of an instrument. Unless otherwise indicated, the carrying amounts of financial assets 
and liabilities are considered by the Directors to be reasonable estimates of their fair values.

Trade and other receivables
Trade and other receivables are measured at amortised cost using the e�ective interest method, less any impairment. 
Impairment is calculated using an expected credit loss model.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and deposits with maturities of three months or less held with banks or 
financial institutions. Returns on cash and cash equivalents are included in the cash flow statement under investing activities.

Trade and other payables
Trade and other payables are measured at amortised cost using the e�ective interest method.

Notes to the Group Financial Statements continued

487



 95 Secure Income REIT Plc Annual Report 2020

Strategic  
Report Governance

Financial  
Statements

Additional 
Information

Borrowings and finance costs
Secured debt is initially recognised at its fair value, net of any arrangement fees and other transaction costs directly 
attributable to its issue. Subsequently, secured debt is carried at amortised cost. Transaction costs are amortised over 
the life of the loan and charged to the income statement as part of the Group’s finance costs. Cash flows relating to 
borrowings and finance costs are included in the cash flow statement within financing activities. 

Derecognition of financial liabilities
The Group derecognises financial liabilities when its obligations are discharged, cancelled or expire. The di�erence 
between the carrying amount of those financial liabilities and the consideration paid, including any non-cash assets 
transferred and any new liabilities assumed, is recognised in profit or loss on derecognition.

Interest rate derivatives
The Group has used interest rate derivatives to hedge its exposure to cash flow interest rate risk. Derivatives are initially 
recognised at fair value on the date on which the derivative contract is entered into and are subsequently measured at 
fair value.

Derivatives are classified either as derivatives in e�ective hedges or derivatives held for trading. It is anticipated that any 
hedging arrangements will generally be “highly e�ective” within the meaning of IFRS 9 “Financial Instruments” and that 
the criteria necessary for applying hedge accounting will therefore be met.

Hedges are assessed upon inception and on an ongoing basis to identify whether they continue to be e�ective. The 
gain or loss on the revaluation of the portion of an instrument that qualifies as an e�ective hedge of cash flow interest 
rate risk is recognised directly in other comprehensive income. Amounts accumulated in equity will be reclassified to the 
income statement in the period when the hedged items a�ect the income statement. The gain or loss on the revaluation 
of any derivative that is not an e�ective hedge is recognised directly in the income statement.

The Group ceases to use hedge accounting if a forecast transaction being hedged against is no longer expected to 
occur. In such circumstances, the cumulative amounts in other comprehensive income are then reclassified from equity 
to profit or loss.

f) Tax
Tax is included in the income statement except to the extent that it relates to income or expense items recognised through 
reserves, in which case the related tax is recognised either in other comprehensive income or directly in reserves.

Current tax is the expected tax payable on taxable income for a reporting period at the blended tax rate for the period, 
using tax rates enacted or substantively enacted at the balance sheet date, together with any adjustment in respect  
of previous periods. Deferred tax is provided using the balance sheet liability method, providing for temporary 
di�erences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts 
used for tax purposes.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying 
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date. A deferred 
tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which  
the asset can be utilised.

Tax paid is classified under cash flows from operating activities in the cash flow statement.

g) Foreign currency translation
The results of Group undertakings with a functional currency other than Sterling are translated into Sterling at the actual 
exchange rates prevailing at the time of the transaction, unless the average rate for the reporting period is not materially 
di�erent from the actual rate, in which case that average rate is used.

The gains or losses arising on the end of year translation of the net assets of such Group undertakings at closing rates 
and the di�erence between translating the results at average rates compared to the closing rates are taken to other 
reserves. Monetary assets and liabilities denominated in foreign currencies are translated into Sterling at the rates of 
exchange ruling at the balance sheet date with any gains or losses arising on translation recognised in the income statement.
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2. Basis of preparation and accounting policies continued
h) Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of directly attributable issue 
costs. Costs not directly attributable to the issue are included within administrative expenses in the income statement 
and financing activities within the cash flow statement. Dividends paid are also classified under financing activities in  
the cash flow statement.

i) Share based payments
The fair value of payments to non-employees that are to be settled by the issue of shares is determined on the basis  
of an estimate of the value of the services provided over the relevant accounting period. The estimated number of 
shares to be issued in satisfaction of the services provided is calculated using the average daily closing share price  
of the Company for that period.

j) Fair value measurements
Fair value is the price that would be received on the sale of an asset, or paid to transfer a liability, in an orderly 
transaction between market participants at the measurement date. The fair value measurement is based on the 
presumption that the transaction takes place either in the principal market for the asset or liability or, in the absence  
of a principal market, in the most advantageous market. It is based on the assumptions that market participants would 
use when pricing the asset or liability, assuming they act in their economic best interest. A fair value measurement of  
a non-financial asset takes into account the best and highest value use for that asset.

k) Tangible fixed assets
Tangible fixed assets, which comprise car park equipment at Manchester Arena, are depreciated to their residual  
values, assessed for these purposes as zero, on a straight line basis over their estimated useful life of ten years.

3. Operating segments
IFRS 8 “Operating Segments” requires operating segments to be identified on a basis consistent with internal reports 
about components of the Group that are reviewed by the chief operating decision maker to make decisions about 
resources to be allocated between segments and assess their performance. The Company’s chief operating decision 
maker is its Board.

The Group owned 161 properties at 31 December 2020 and 31 December 2019, originally acquired in five separate 
portfolios. Although certain information about these portfolios is described on a portfolio basis within the Investment 
Adviser’s Report or grouped by property type (Healthcare, Leisure and Budget Hotels), when considering resource 
allocation and performance the Board reviews quarterly management accounts prepared on a basis which aggregates 
the performance of the portfolios and focuses on the Group’s Total Accounting Return. The Board has therefore 
concluded that the Group has operated in, and was managed as, one reportable segment of property investment  
in both the current and prior year.

The geographical split of revenue and applicable non-current assets was:

Year to 
31 December 

2020 
£000

Year to 
31 December 

2019 
£000

Revenue
UK 113,218 124,348
Germany 8,446 8,329

121,664 132,677

Investment properties
UK 1,860,300 2,001,047
Germany 115,300 110,250

1,975,600 2,111,297

Notes to the Group Financial Statements continued
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Revenue by tenant comprises:

Revenue including Rent Smoothing Adjustments

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Ramsay Healthcare UK Operations Limited, guaranteed by Ramsay Health Care Limited:
Properties owned throughout the period 37,180 37,165
Properties sold in August 2019 – 10,907

Travelodge Hotels Limited 29,373 30,400
Merlin Attractions Operations Limited, guaranteed by Merlin Entertainments Limited 28,286 27,654
Other tenants (each less than 10% of revenue) 26,825 26,551

Reported revenue 121,664 132,677

Revenue excluding Rent Smoothing Adjustments

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Ramsay Healthcare UK Operations Limited, guaranteed by Ramsay Health Care Limited
Properties owned throughout the period 34,121 33,195
Properties sold in August 2019 – 9,752

Travelodge Hotels Limited 14,072 28,820
Merlin Attractions Operations Limited, guaranteed by Merlin Entertainments Limited 14,043 27,654
Other tenants (each less than 10% of revenue) 16,044 20,742

Revenue on Adjusted EPRA Earnings basis 78,280 120,163

4. Revenue

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Rent receivable 96,360 120,533
Rent Smoothing Adjustments:

Smoothing of original contractual uplifts 8,901 10,564
Smoothing of Covid-19 rent concessions 14,760 –

Recovery of head rent and service charge costs from occupational tenants (note 5) 1,643 1,580

121,664 132,677

The Rent Smoothing Adjustments arise from the Group’s accounting policy in respect of leases, which requires the 
recognition of rental income on a straight line basis over the lease term, including rent uplifts throughout the term in 
certain circumstances. Uplifts that must be smoothed over the lease term are those for the 41% of passing rent as at 
31 December 2020 (2019: 38%) that increases by a fixed percentage at each review date and the 6% of passing rent  
at 31 December 2020 (2019: 6%) that is subject to minimum RPI-linked uplifts.

A new feature of this calculation in the 2020 financial year is the impact of the temporary rent reductions agreed to 
assist tenants as a result of the Covid-19 pandemic, which in the short term result in rental income being recognised in 
the income statement ahead of cash flows but which, after the end of each relevant concession period, reverse so that 
rental income recognised in the income statement will be lower than cash rents received on those leases. These are 
further described in the Strategic Report on pages 9 and 10, in note 11 and in the Unaudited Supplementary Information 
following these financial statements. In addition, £17.7 million (2019: £nil) of rent on the Leisure portfolio, receipt of 
which has been deferred from 2020 to 2021, has also been excluded from revenue on an Adjusted EPRA earnings in  
the current year because although it has been recognised in the income statement it has not yet been received in cash.
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4. Revenue continued
Revenue on an Adjusted EPRA earnings basis also excludes the back rent received during a prior year from a May 2017 
rent review on the healthcare portfolio, which is being recognised in revenue over the remaining lease term despite the 
cash having been received in 2017, and the amounts recovered from occupational tenants for head rent and service 
charge costs, which are reclassified against the equivalent costs in property outgoings. 

As a result of these adjustments, revenue reconciles between the IFRS basis and Adjusted EPRA Earnings basis  
as follows:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

IFRS revenue 121,664 132,677
Rent Smoothing Adjustments:

relating to original contractual uplifts (8,901) (10,564)
relating to Covid-19 rent concessions (14,760) –

Leisure rent deferral (17,727) –
Recovery of head rent and service charge costs reclassified to property outgoings (1,643) (1,580)
Adjustment for back rent (353) (370)

Adjusted EPRA Earnings revenue 78,280 120,163

The Group’s accounting policy for revenue recognition is disclosed in note 2d. 

5. Property outgoings

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Property outgoings in the income statement 1,525 1,327
Finance element of head rent included in finance costs (note 8) 1,680 1,702
Movement in headlease liabilities included in property revaluations (note 11) 106 100

Property outgoings 3,311 3,129
Recovery of head rents and service charge costs from occupational tenants, included  

in revenue (note 4) (1,643) (1,580)

Net property outgoings 1,668 1,549

Property outgoings in the income statement

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Cost of negotiating and documenting Covid-19 rent concessions 568 –
Head rents 461 441
Irrecoverable property costs 293 121
Managing agent costs and other net property outgoings 190 134
Rent review costs 13 416
Costs of prospective capital projects – 215

1,525 1,327

Amounts shown above include any irrecoverable VAT. The costs of prospective capital projects in the prior year related 
largely to feasibility studies and may be capitalised in future if those projects proceed.

The Group’s accounting policy for headleases is disclosed in note 2d.
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6. Administrative expenses

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Advisory fees (note 25b) 13,661 14,732
Other administrative expenses 2,794 1,546
Corporate costs 546 594
Incentive fee (note 25b) – 5,256

17,001 22,128

Amounts shown above include any irrecoverable VAT. The incentive fee in the prior year comprised £4.9 million satisfied 
by way of the issue of shares and £0.4 million of VAT payable in cash.

The Group’s accounting policy for share based payments is disclosed in note 2i.

7. Operating profit
Audit fees, which are included within administrative expenses, relate to:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Audit of the Company’s consolidated and individual financial statements 48 47
Audit of subsidiaries, pursuant to legislation 236 182

Total audit services 284 229
Audit related services: review of interim report 35 33
Audit related services: regulatory reporting – 3

Total audit and audit related services 319 265
Other non-audit services – 3

Total fees 319 268

Amounts shown above include any irrecoverable VAT. The fees as received by the auditor, excluding VAT, in the year 
were £286,000 (2019: £259,000), of which £35,000 (2019: £39,000) related to non-audit work.

The Group had no employees in either the current or prior year. The key management personnel of the Company  
are the Directors, who are appointed under letters of appointment for services. Directors’ remuneration, all of which 
represents fees for services provided and is included within administrative expenses, was as follows:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Martin Moore (Chairman) 75 75
Leslie Ferrar (Chairman of Audit Committee) 45 45
Jonathan Lane 40 40
Ian Marcus 40 40

200 200

Mike Brown, Sandy Gumm and Nick Leslau received no Directors’ remuneration from the Group in either the current  
or prior year.
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8. Finance income and costs

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Finance income
Interest on cash deposits 374 730

Finance costs
Cash costs:
Interest on secured debt (45,561) (49,920)
Interest charge on headlease liabilities (note 5) (1,680) (1,702)
Loan agency fees and other lender costs (300) (546)
Fees on accelerated prepayment of secured debt following property disposals – (27,868)
Non-cash movements:
Amortisation of loan arrangement costs (2,280) (2,382)
Amortisation of interest rate derivatives, transferred from other reserves (339) (269)
Fair value adjustment of interest rate derivatives (note 13) (83) (104)
Amortisation of loan arrangement costs on accelerated debt prepayment (21) (1,443)

Total finance costs (50,264) (84,234)

Net finance costs recognised in the income statement (49,890) (83,504)

Fair value adjustment of interest rate derivatives (976) (1,120)
Amortisation of interest rate derivatives, transferred to the income statement 339 269

Net finance costs recognised in other comprehensive income/(loss) (note 13) (637) (851)

Net finance costs analysed by the categories of financial asset and liability shown in note 17b are as follows:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Financial assets at amortised cost 374 730
Financial liabilities at amortised cost (50,181) (84,130)
Derivatives in e�ective hedges (83) (104)

Net finance costs recognised in the income statement (49,890) (83,504)

The Group’s sensitivity to changes in interest rates, on the basis of a ten basis point change in LIBOR, was as follows:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

E�ect on (loss)/profit for the year 198 242
E�ect on other comprehensive income/(loss) and equity 124 181

The Group receives interest on its cash and cash equivalents so an increase in interest rates would increase finance 
income. An increase in LIBOR up to the maximum capped rate of 1.65% would also increase finance costs relating to  
the £23.3 million (2019: £24.8 million) of the secured debt that is hedged by interest rate caps. A further £50.0 million 
(2019: £50.0 million) of the secured debt is hedged with interest rate swaps, and movements in LIBOR would only have 
an impact on the fair value of those interest rate swaps, which would be reflected in other comprehensive income. There 
would be no e�ect from a change of LIBOR on the remaining £855.0 million (2019: £855.9 million) of the secured debt 
which is at fixed rates. The Group’s sensitivity to interest rates has not changed significantly in the year.

The Group’s accounting policy for finance costs is disclosed in note 2e.
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9. Tax

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Current tax – Germany
Corporation tax charge 360 341
Adjustments in respect of prior years (39) 41
Deferred tax – Germany
Deferred tax (credit)/charge (note 19) (22) 759

299 1,141

The tax assessed for the year varies from the standard rate of corporation tax in the UK applied to the (loss)/profit 
before tax. The di�erences are explained below:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

(Loss)/profit before tax (113,342) 154,500

Tax (credit)/charge at the standard rate of corporation tax in the UK for the financial year  
of 19% (2019: 19%) (21,535) 29,355

E�ects of:
Investment property revaluation not allowable/(taxable) 29,924 (15,652)
Qualifying property rental business not taxable under UK REIT rules (8,935) (4,001)
Unutilised tax losses carried forward 273 721
Finance costs disallowed under corporate interest restriction rules 257 420
German current tax charge for the year 360 341
Adjustments in respect of prior years (39) 41
Profit on disposal of investment properties not taxable under UK REIT rules (6) (10,084)

Tax charge for the year 299 1,141

The Company and its subsidiaries operate as a UK Group REIT. Subject to continuing compliance with certain rules,  
the UK REIT rules exempt the profits of the Group's UK and German property rental business from UK corporation tax. 
Capital gains on the Group’s UK and German properties are also generally exempt from UK corporation tax, provided 
they are not held for trading or in certain circumstances sold in the three years after completion of a development. 
None of the Group’s properties were developed in the last three years.

To remain a UK REIT, a number of conditions must be met in respect of the Company, the Group’s qualifying activity 
and the Group’s balance of business. Since entering the UK REIT regime the Group has met all applicable conditions.

The Group is subject to German corporation tax on its German property rental business at an e�ective rate of  
15% (2019: 15%), resulting in a tax charge of £0.3 million (2019: £0.3 million). A deferred tax liability of £11.9 million 
(2019: £11.3 million) is recognised for the German capital gains tax that would potentially be payable on the sale  
of the relevant investment properties.

Certain non-resident unit trust Group entities entered into transparency elections during the year, such that any  
future disposals of UK investment properties by those entities will be deemed to arise in their parent companies  
and can therefore benefit from the REIT exemption.

The Group’s accounting policy for tax is disclosed in note 2f.
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10. Earnings per share
Basic EPS
Earnings per share (“EPS”) is calculated as the profit attributable to ordinary shareholders of the Company for each 
year divided by the weighted average number of ordinary shares in issue throughout the relevant year. In calculating  
the weighted average number of shares in issue for basic EPS:

• where shares have been issued during the year in settlement of an incentive fee relating to the results of the prior 
year, they are treated as having been issued on the first day of the year rather than their actual date of issue, which  
is typically in March; and

• shares still to be issued at the balance sheet date in settlement of an incentive fee relating to the results of that year 
are not taken into account.

Diluted EPS
The weighted average number of shares used in the calculation of diluted EPS is required to include any shares to be 
issued in respect of an incentive fee, as if those shares had been in issue throughout the whole of the year over which 
the fee was earned, although in fact they will not be issued until the following year.

Year to
31 December

2020
£000

Year to
31 December

2019

£000

(Loss)/profit for the year (113,641) 153,359

Weighted average number of shares in issue Number Number

Basic EPS calculation 324,035,146 322,850,595
Shares to be issued in satisfaction of incentive fee (note 25d) – 1,184,551

Diluted EPS calculation 324,035,146 324,035,146

Pence per 
share

Pence per
share

Basic EPS (35.1) 47.5
Diluted EPS (35.1) 47.3

EPRA EPS
The European Public Real Estate Association (“EPRA”), publishes guidelines for calculating adjusted earnings designed 
to represent core operational activities. EPRA EPS is calculated in accordance with the EPRA Guidance currently  
in force.

An Adjusted EPRA earnings calculation has also been presented. This adjusted measure was designed to reflect the  
fact that, as a Group with unusually long leases and a high proportion of fixed or minimum rental increases to spread 
over the lease terms, the Company’s Dividend Cover would be artificially high if calculated on the basis of EPRA EPS. 
Adjusted EPRA EPS removes the e�ect of the Rent Smoothing Adjustments, including in the current year the impact of 
Covid-19 rent concessions. It also excludes any non-recurring costs or income which do not relate to the Group’s routine 
operations, such as costs incurred for share placings. The adjusted measure also excludes any incentive fees which are 
paid in shares, as they are considered to be linked to revaluation movements and are therefore best treated consistently 
with revaluations which are excluded from EPRA EPS.

In calculating Adjusted EPRA EPS, the weighted average number of shares is calculated using the actual date on which 
any shares are issued during the year so as not to create a mismatch between the basis of calculation of Adjusted EPRA 
EPS and the dividends per share paid in the year. In this way the Group’s measure of dividend cover is considered to be 
more precisely calculated.

Notes to the Group Financial Statements continued
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The weighted average number of shares applied in calculating Adjusted EPRA EPS has been calculated as follows:

Year to
31 December

2020
Number

Year to
31 December

2019
Number

Shares in issue throughout the period 322,850,595 321,563,353
Adjustment for:
Shares issued in March 2020 in settlement of 2019 incentive fee 925,633 –
Shares issued in March 2019 in settlement of 2018 incentive fee – 976,893

323,776,228 322,540,246

EPRA and Adjusted EPRA earnings are calculated as:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

(Loss)/profit for the year (113,641) 153,359
EPRA adjustments:
Investment property revaluation (note 11) 166,516 (75,708)
Profit on disposal of investment properties (32) (53,074)
Deferred tax on German investment property revaluations (note 9) (22) 759
Amortisation of loan arrangement costs on accelerated debt prepayment (note 8) 21 1,443
Fair value adjustment of interest rate derivatives 13 36
Fees on accelerated debt repayments on property disposals (note 8) – 27,868

EPRA earnings 52,855 54,683
Other adjustments:
Rent Smoothing Adjustments (note 4) (23,661) (10,564)
Rent deferral (17,727) –
Incentive fee (note 6) – 5,256

Adjusted EPRA earnings 11,467 49,375

As a result of those adjustments, the EPRA EPS and Adjusted EPRA EPS figures are as follows:

Pence per 
share

Pence per
share

EPRA EPS 16.3 16.9
Adjusted EPRA EPS 3.5 15.3
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11. Investment properties

Freehold investment properties

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year 1,802,390 2,018,115
Revaluation movement (102,938) 88,901
Currency translation movement 6,341 (5,986)
Disposals – (301,535)
Reclassification on acquisition of freehold interest in leasehold property – 2,595
Acquisition of freehold interest in leasehold property – 262
Additions – 38

At the end of the year 1,705,793 1,802,390

Leasehold investment properties

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year 308,907 317,105
Revaluation movement (39,578) (2,174)
Increase/(decrease) in headlease liabilities 578 (221)
Revaluation movement in headlease liabilities (106) (100)
Additions 6 7
Disposals – (3,115)
Reclassification on acquisition of freehold interest in leasehold property – (2,595)

At the end of the year 269,807 308,907

Total investment properties

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year 2,111,297 2,335,220
Revaluation movement (142,516) 86,727
Currency translation movement 6,341 (5,986)
Increase/(decrease) in headlease liabilities 578 (221)
Revaluation movement in headlease liabilities (106) (100)
Additions 6 45
Net cost of acquisition of freehold interest in leasehold property – 262
Disposals – (304,650)

At the end of the year 1,975,600 2,111,297

As at 31 December 2020 the properties were valued at £1,946.9 million (2019: £2,083.1 million) by CBRE Limited or 
Christie & Co in their capacity as independent external valuers. Of the total fair value, £115.3 million (2019: £110.3 million) 
relates to the Group’s German investment properties, the valuations of which are translated into Sterling at the year end 
exchange rate.

The valuations were prepared on a fixed fee basis, independent of the portfolio value, and were undertaken in 
accordance with RICS Valuation – Global Standards 2020 on the basis of fair value, supported by reference to  
market evidence of transaction prices for similar properties where available.
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The Royal Institution of Chartered Surveyors mandated that valuations in certain sectors should be subject to  
“material valuation uncertainty” as at 31 December 2020. Healthcare asset valuations did not carry such a proviso  
as at 31 December 2020 or any prior period, and none of the 31 December 2019 valuations in any sector were subject  
to material valuation uncertainty.

The valuation report on Healthcare assets, which comprise 39.5% of the Group’s investment property valuations  
as at 31 December 2020, included this wording:

 “In the healthcare sector, as at the Valuation Date, transaction volumes provided enough up-to-date comparable 
market evidence upon which to base opinions of value for the Hospital assets and therefore there is no material 
uncertainty associated with these properties. We do however recommend that you keep the Valuations of all the 
assets contained in this report under frequent review.”

The reports from each valuer included the following statement about material valuation uncertainty in respect of the 
Leisure and Budget Hotel properties, which together comprise 60.5% of the Group’s investment property valuations  
as at 31 December 2020:

 “The outbreak of the Novel Coronavirus (Covid-19), declared by the World Health Organisation as a ‘Global 
Pandemic’ on 11 March 2020, continues to impact many aspects of daily life and the global economy – with some  
real estate markets having experienced lower levels of transactional activity and liquidity. Travel, movement and 
operational restrictions have been implemented by many countries. In some cases, ‘lockdowns’ have been applied  
– in varying degrees – to reflect further ‘waves’ of Covid-19. While these may imply a new stage of the crisis, they  
are not unprecedented in the same way as the initial impact.

 The pandemic and the measures taken to tackle Covid-19 continue to a�ect economies and real estate markets 
globally. In the case of the properties set out within this report, as at the valuation date, we continue to be faced with 
an unprecedented set of circumstances caused by Covid-19 and a reduction in market evidence on which to base 
our judgements. Our valuation is therefore reported as being subject to ‘material valuation uncertainty’, as set out  
in VPS 3 and VPGA 10 of the RICS Valuation – Global Standards. Consequently, in respect of these valuations less 
certainty – and a higher degree of caution – should be attached to our valuation than would normally be the case.

 For the avoidance of doubt, this explanatory note – including the ‘material valuation uncertainty’ declaration  
– does not mean that the valuation cannot be relied upon. Rather, it has been included to ensure transparency and 
to provide further insight as to the market context under which the valuation opinion was prepared. In recognition  
of the potential for market conditions to move rapidly in response to changes in the control or future spread of 
Covid-19, we highlight the importance of the valuation date.”

Under the Group’s accounting policy, in line with IFRS, the carrying value of leasehold properties is grossed up by the 
present value of minimum headlease payments. The corresponding liability to the head leaseholder is included in the 
balance sheet as a finance lease obligation. The reconciliation between the carrying value of the investment properties 
and their independent external valuation is as follows:

31 December
2020
£000

31 December
2019

£000

Carrying value 1,975,600 2,111,297
Gross-up of headlease liabilities (note 18) (28,662) (28,190)

Independent external valuation 1,946,938 2,083,107

Included within the carrying value of investment properties at 31 December 2020 is £181.4 million (2019: £155.7 million) 
in respect of Rent Smoothing Adjustments (described in note 4 and in the unaudited supplementary information 
following these financial statements), representing the amount of the net mismatch between rent included in the income 
statement and cash rents actually receivable. This net receivable increases over broadly the first half of each lease term, 
in the case of fixed or minimum uplifts, or the period of the temporary rent reductions agreed with tenants in light of 
Covid-19. The balance then unwinds, reducing to zero by the end of the lease term.

The di�erence between rents on a straight line basis and rents actually receivable is included within, but does not 
increase over fair value, the carrying value of investment properties. 
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11. Investment properties continued
Also included in the revaluation movement for the year is the impact of back rent received during a prior year from a 
May 2017 rent review on the healthcare portfolio, which is being recognised in revenue over the remaining lease term 
despite the cash having been received in 2017, together with movements on the headlease liabilities.

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Investment property revaluation (142,516) 86,727
Rent Smoothing Adjustments (note 4) (23,661) (10,564)
Adjustment for back rent received (339) (355)
Movement in headlease liabilities (note 5) (106) (100)

Revaluation movement in the income statement (166,622) 75,708

The historic cost of the Group’s investment properties, translated at historic foreign exchange rates, as at 31 December 
2020 was £1,479.6 million (2019: £1,479.6 million).

All of the investment properties are held within six (2019: six) ring-fenced security pools as security under fixed charges 
in respect of separate secured debt facilities.

All of the Group’s revenue reflected in the income statement is derived either from rental income or the recovery  
of head rent and other leasehold costs on investment properties. As shown in note 5, property outgoings arising on 
investment properties, all of which generated rental income in each year, were £3.3 million (2019: £3.1 million) of which 
£1.7 million (2019: £1.5 million) was not recoverable from occupational tenants.

Other than the future minimum headlease payments disclosed in note 18, the majority of which are recoverable from 
tenants, the Group did not have any contractual investment property obligations at either balance sheet date. All 
responsibility for property liabilities including repairs and maintenance resides directly with the tenants, except at 
Manchester Arena where such costs relating to the structure and common areas are liabilities of the Group in the first 
instance. However, since the majority of these costs are currently recoverable from tenants the net cost to the Group  
in the year was £0.3 million (2019: £0.1 million). In addition, the car park at Manchester Arena is run under an operating 
agreement which means the Group is responsible for the costs of running the car park to the extent that they are not 
covered by the revenue it generates. During the year, this resulted in a net cost to the Group of £0.1 million (2019: £nil), 
as the car park has been largely closed as a result of Covid-related restrictions.

The Board determines the Group’s valuation policies and procedures and is responsible for overseeing the valuations. 
Valuations performed by the Group’s independent external valuers are based on information extracted from the Group’s 
financial and property reporting systems, such as current rents and the terms and conditions of lease agreements, 
together with assumptions used by the valuers (based on market observation and their professional judgement)  
in their valuation models.

Notes to the Group Financial Statements continued
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At each reporting date, certain directors of the Investment Adviser, who have recognised professional qualifications and 
are experienced in valuing the types of property owned by the Group, initially analyse the independent external valuers’ 
assessments of movements in the property valuations from the prior reporting date or, if later, the date of acquisition. 
Positive or negative fair value changes over a certain materiality threshold are considered and are also compared to 
external sources, such as the MSCI indices and other relevant benchmarks, for reasonableness. Once the Investment 
Adviser has considered the valuations, the results are discussed with the independent external valuers, focusing on 
properties with unexpected fair value changes or any with unusual characteristics. The Audit Committee considers  
the valuation process, including meetings with the independent external valuers and assessing their expertise and 
independence, and reports on its assessment of the procedures to the Board.

The fair value of the investment property portfolio has been determined using an income capitalisation technique 
whereby contracted and market rental values are capitalised with a market capitalisation rate. This technique is 
consistent with the principles in IFRS 13 and uses significant unobservable inputs, such that the fair value measurement 
of each property within the portfolio has been classified as level 3 in the fair value hierarchy as defined in IFRS 13. There 
have been no transfers to or from other levels of the fair value hierarchy during the year.

The key inputs for the level 3 valuations were as follows:

Portfolio
Fair value

£000 Key unobservable input
Inputs

Range Blended yield

At 31 December 2020:
Healthcare 769,095 Net Initial Yield 3.9% – 4.5% 4.5%

Running Yield by January 2022 4.0% – 4.6% 4.6%
Leisure – UK 687,721 Net Initial Yield 4.8% – 7.3% 5.5%

Running Yield by January 2022 4.8% – 7.4% 5.7%
RPI assumption per annum 2.5%

Budget Hotels 403,484 Topped Up Net Initial Yield 5.3% – 13.9% 7.1%
Running Yield by January 2022 5.8% – 15.5% 7.2%
RPI assumption per annum 2.5%

Leisure – Germany 115,300 Net Initial Yield 5.8% 5.8%
Running Yield by January 2022 5.9% 5.9%

1,975,600

At 31 December 2019:
Healthcare 748,385 Net Initial Yield 3.9% – 4.5% 4.5%

Running Yield by December 2020 4.0% – 4.6% 4.6%
Leisure – UK 751,008 Net Initial Yield 3.7% – 6.2% 5.0%

Running Yield by December 2020 4.2% – 6.9% 5.1%
RPI assumption per annum 2.5% – 3.1%

Budget Hotels 501,654 Net Initial Yield 4.3% – 10.5% 5.5%
Running Yield by December 2020 4.5% – 10.5% 5.7%
RPI assumption per annum 2.5%

Leisure – Germany 110,250 Net Initial Yield 5.5% 5.5%
Running Yield by December 2020 5.7% 5.7%

2,111,297

The principal sensitivity of measurement to variations in the significant unobservable outputs is that decreases  
in Net Initial Yield, decreases in Running Yield and increases in RPI will increase the fair value (and vice versa).

The Group’s accounting policy for investment properties is disclosed in note 2d.
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12. Subsidiaries
The companies listed below are the subsidiary undertakings of the Company at 31 December 2020, all of which are 
wholly owned. Save where indicated all subsidiary undertakings are incorporated in England with their registered  
o�ce at Cavendish House, 18 Cavendish Square, London W1G 0PJ.

Nature of business

SIR Theme Park Subholdco  
Limited*

Intermediate parent company and borrower under mezzanine secured debt facility

Charcoal Midco 2 Limited Intermediate parent company
SIR Theme Parks Limited Intermediate parent company and borrower under senior secured debt facility
SIR ATH Limited Property investment – leisure
SIR ATP Limited Property investment – leisure
SIR HP Limited Property investment – leisure and borrower under senior secured debt facility 

(incorporated in England, operating in Germany)
SIR TP Limited Property investment – leisure
SIR WC Limited Property investment – leisure
SIR Hospital Holdings Limited* Intermediate parent company
SIR Umbrella Limited Intermediate parent company
SIR Hospitals Propco Limited Intermediate parent company and borrower under secured debt facility
SIR Duchy Limited Property investment – healthcare
SIR Springfield Limited Property investment – healthcare
SIR Healthcare 1 Limited Intermediate parent company
SIR Healthcare 2 Limited Intermediate parent company and borrower under secured debt facility
SIR Fitzwilliam Limited Property investment – healthcare
SIR Fulwood Limited Property investment – healthcare
SIR Lisson Limited Property investment – healthcare
SIR Midlands Limited Property investment – healthcare
SIR Oaklands Limited Property investment – healthcare
SIR Oaks Limited Property investment – healthcare
SIR Pinehill Limited Property investment – healthcare
SIR Rivers Limited Property investment – healthcare
SIR Woodland Limited Property investment – healthcare
SIR Yorkshire Limited Property investment – healthcare
Thomas Rivers Limited Property investment – healthcare
SIR Hotels 1 Limited* Intermediate parent company
SIR Hotels Jersey Limited† Intermediate parent company
SIR Unitholder 1 Limited† Intermediate parent company
SIR Unitholder 2 Limited† Intermediate parent company
Grove Property Unit Trust 6† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 7† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 9† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 11† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 12† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 16† Property investment – budget hotels and borrower under secured debt facility
SIR Hotels 2 Limited* Intermediate parent company
SIR Hotels Jersey 2 Limited† Intermediate parent company
SIR Unitholder 3 Limited† Intermediate parent company
SIR Unitholder 4 Limited† Intermediate parent company
Grove Property Unit Trust 2† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 5† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 13† Property investment – budget hotels and borrower under secured debt facility

* directly owned by the Company; all other entities are indirectly owned
† incorporated in Jersey with their registered o�ce at 26 New Street, St Helier, Jersey JE2 3RA
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Nature of business

Grove Property Unit Trust 14† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 15† Property investment – budget hotels and borrower under secured debt facility
SIR Maple 4 Limited Property investment – budget hotels and borrower under secured debt facility
SIR Maple Holdco Limited* Intermediate parent company
SIR Maple 1 Limited† Intermediate parent company
SIR Unitholder 5 Limited† Intermediate parent company
MIF I Unit Trustx Property investment – leisure and borrower under secured debt facility
SIR Maple 2 Limited Property investment – leisure and borrower under secured debt facility
SIR Maple 3 Limited Property investment – leisure and borrower under secured debt facility
SIR New Hall Limited* Dormant
SIR MTL Limited* Dormant
Charcoal Bidco Limited* Dormant
SIR Hotels 2 Holdco Limited† Dormant
SIR Hotels 2 GP Limited† Dormant
SIR Hotels 2 Nominee Limited† Dormant
SIR Hotels 2 LP† Dormant
SIR Newco Limited* Dormant
SIR Newco 2 Limited* Dormant
* directly owned by the Company; all other entities are indirectly owned
† incorporated in Jersey with the registered o�ce at 26 New Street, St Helier, Jersey JE2 3RA
X incorporated in Jersey with the registered o�ce at 44 Esplanade, St Helier, Jersey JE4 9WG

The terms of the secured debt facilities may, in the event of a covenant breach, restrict the ability of certain subsidiaries 
to transfer distributable reserves or assets including cash to the Company, which is itself outside all security groups.
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13. Interest rate derivatives
The notional amounts of the Group’s interest rate derivatives comprise:

31 December
2020
£000

31 December
2019

£000

Interest rate swaps (weighted average rate 1.3%) 50,000 50,000
Interest rate caps (weighted average rate 1.5%)

In e�ective hedges 23,272 24,766
Classified as held for trading 3,256 1,762

76,528 76,528

The fair value of those interest rate derivatives and the movement in fair value during the year was as follows:

31 December
2020
£000

31 December
2019

£000

Interest rate swaps:
Falling due within one year (557) (246)
Falling due in more than one year (1,130) (757)

(1,687) (1,003)
Interest rate caps:

Falling due in more than one year 7 43

(1,680) (960)

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year (960) (5)
Charge to the income statement (note 8) (83) (104)
Charge to other comprehensive income (note 8) (637) (851)

At the end of the year (1,680) (960)

The Group utilises interest rate derivatives in risk management as cash flow hedges to protect against movements  
in future interest costs on secured loans which bear interest at variable rates. The derivatives have been valued in 
accordance with IFRS 13 by reference to interbank bid market rates as at the close of business on the last working  
day prior to each balance sheet date by Chatham Financial Europe Limited. The fair values are calculated using  
present values of future cash flows based on market forecasts of interest rates and adjusted for the credit risk of the 
counterparties. The amounts and timing of future cash flows are projected on the basis of the contractual terms of  
the derivatives. All interest rate derivatives are classified as level 2 in the fair value hierarchy as defined in IFRS 13  
and there were no transfers to or from other levels of the fair value hierarchy during the year.

The entire £50.0 million notional amount of the interest rate swaps and £10.0 million of the notional amount of the 
interest rate caps are used to hedge cash flow interest rate risk on £60.0 million of the floating rate loans shown in note 17a. 
The notional amounts of the interest rate derivatives equal the loan principal balance, and their maturity dates also 
match. £3.3 million of the notional amount of the interest rate caps was not designated for hedge accounting to allow 
for any future loan prepayments and as a result, although the entire cash flow interest rate is hedged, the hedges as 
measured for the purposes of IFRS 9 were expected on inception to be 94.5% e�ective throughout their lives.
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The remaining £16.5 million notional amount of the interest rate caps is used to hedge cash flow interest rate risk on the 
remaining £13.3 million (2019: £14.8 million) of the floating rate loans shown in note 17a. Following a rebalancing of the 
hedging arrangements on £3.2 million (2019: £1.7 million) of the notional amount of the interest rate caps, matching the 
loan principal that has been repaid from the proceeds of investment property sales, the notional amounts of the interest 
rate caps designated for hedge accounting equal the loan principal balance and their maturity dates also match.  
As a result, the interest rate cap hedges, which have a fair value of £6,000 (2019: £40,000), are expected to be 100% 
e�ective throughout their terms. The remaining interest rate caps, which have a fair value of £1,000 (2019: £3,000), 
have been classified as held for trading.

The floating rate loans and interest rate derivatives are contractually linked to LIBOR, a market rate which is expected  
to become unavailable from the end of 2021. The Investment Adviser is working with the Group’s lenders and derivative 
counterparties to transition to an alternative benchmark rate, currently expected to be Sterling Overnight Index Average 
(“SONIA”). The transition is not expected to have a material impact on the results or financial position of the Group.

The Group’s accounting policy for interest rate derivatives is disclosed in note 2e.

14. Cash and cash equivalents

31 December
2020
£000

31 December
2019

£000

Free cash and cash equivalents 196,628 240,254
Secured cash 23,102 26,261
Regulatory capital – 604

219,730 267,119

Secured cash is held in accounts over which the providers of secured debt have fixed and floating security. The Group  
is unable to access this cash unless and until it is released to free cash each quarter, which takes place after quarterly 
interest and any loan repayments have been made for each facility, as long as the terms of those facilities are 
complied with.

In the prior year and until March 2020 the Company was classified as an Alternative Investment Fund and was required 
by the Financial Conduct Authority to hold a balance of regulatory capital in liquid funds, which was maintained in cash. 
This classification ceased to apply to the Company during the year so the Company is no longer required to hold 
regulatory capital.

The Group’s accounting policy for cash and cash equivalents is disclosed in note 2e.

15. Trade and other receivables

31 December
2020
£000

31 December
2019

£000

Trade receivables 605 359
Accrued income 18,425 35
Prepayments 614 599
Other receivables 365 240
Investment property disposal proceeds receivable – 2,565

20,009 3,798

Having been reviewed for expected credit losses, no impairment was considered necessary for trade receivables and 
accrued income.

The Group’s accounting policy for trade and other receivables is disclosed in note 2e.
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16. Trade and other payables

31 December
2020
£000

31 December
2019

£000

Trade payables 968 1,172
Rent received in advance and other deferred income 19,566 24,402
Interest payable 7,979 8,019
Tax and social security 2,305 3,192
Accruals and other payables 2,071 1,505

32,889 38,290

The Group’s accounting policy for trade and other payables is disclosed in note 2e.

17. Financial assets and liabilities 
a) Borrowings

31 December
2020
£000

31 December
2019

£000

Amounts falling due within one year
Fixed rate secured debt 7,284 3,480
Unamortised finance costs (2,300) (2,310)

4,984 1,170

Amounts falling due in more than one year
Fixed rate secured debt 847,719 852,411
Floating rate secured debt 73,272 74,766
Unamortised finance costs (4,395) (6,769)

916,596 920,408

The Group had no undrawn, committed borrowing facilities at either balance sheet date.

The debt is secured by charges, within six ring-fenced security groups, over the Group’s investment properties and  
by fixed and floating charges over the other assets of certain Group companies, not including the Company itself  
save for a limited share charge over the parent company of one of the ring-fenced subgroups.

During the year, certain financial covenants were amended or waived to accommodate the temporary Covid-19 rent 
concessions on the Leisure and Budget Hotels portfolios described in the Strategic Report on pages 9 and 10. There 
were no defaults or breaches of any loan covenants during the current or any prior year.

The analysis of borrowings by currency is as follows:

31 December
2020
£000

31 December
2019

£000

Sterling denominated
Secured debt 863,877 869,645
Unamortised finance costs (6,421) (8,677)

857,456 860,968 

Euro denominated
Secured debt 64,398 61,012
Unamortised finance costs (274) (402)

64,124 60,610

The Group’s accounting policy for borrowings is disclosed in note 2e.
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b) Categories of financial instruments

31 December
2020
£000

31 December
2019

£000

Financial assets
Financial assets at amortised cost:

Cash and cash equivalents (note 14) 219,730 267,119
Accrued income (note 15) 18,425 35
Headlease deposits 2,740 2,742
Trade receivables (note 15) 605 359
Other receivables 155 19
Amounts receivable from investment property disposals – 2,565

Derivatives in e�ective hedges:
Interest rate caps (note 13) 6 40

Derivatives classified as held for trading:
Interest rate caps (note 13) 1 3

241,662 272,882

Financial liabilities
Financial liabilities at amortised cost:

Secured debt (921,580) (921,578)
Headlease liabilities (note 18) (28,662) (28,190)
Interest payable (note 16) (7,979) (8,019)
Accruals and other payables (note 16) (2,071) (1,505)
Trade payables (note 16) (968) (1,172)

Derivatives in e�ective hedges:
Interest rate swaps (note 13) (1,687) (1,003)

(962,947) (961,467)

At each balance sheet date, all financial assets and liabilities other than derivatives in e�ective hedges and derivatives 
classified as held for trading were measured at amortised cost.

As at 31 December 2020 the fair value of the Group’s secured debt was £969.2 million (2019: £961.0 million) and the fair 
value of the other financial liabilities was equal to their book value. Fair value is not the same as a liquidation valuation, 
the amount required to prepay the loans at the balance sheet date, and therefore does not represent an estimate of the 
cost to the Group of prepaying the debt before the scheduled maturity date, which would be materially higher.

The secured debt was valued in accordance with IFRS 13 by reference to interbank bid market rates as at the close of 
business on the balance sheet date by Chatham Financial Europe Limited. All secured debt was classified as level 2 in 
the fair value hierarchy as defined in IFRS 13 and its fair value was calculated using the present values of future cash 
flows, based on market benchmark rates (interest rate swaps) and the estimated credit risk of the Group for similar 
financings. There were no transfers to or from other levels of the fair value hierarchy during the current or prior year.

The Group’s accounting policy for financial assets and liabilities is disclosed in note 2e.
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17. Financial assets and liabilities continued
c) Financial risk management
Through the Group’s operations and use of debt financing it is exposed to certain risks. The Group’s financial risk 
management objective is to manage the e�ect of these risks, for example by using fixed rate debt and interest rate 
derivatives to manage exposure to fluctuations in interest rates.

The exposure to each financial risk considered potentially material to the Group, how it would arise and the policy  
for managing it is summarised below.

Market risk
Market risk in financial assets and liabilities is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market prices. The Group’s market risk arises from open positions in interest bearing 
assets, liabilities and foreign currencies, to the extent that these are exposed to general and specific market movements.

(a) Market risk – interest rate risk
The Group’s interest bearing assets comprise only cash and cash equivalents. Changes in market interest rates therefore 
a�ect the Group’s finance income. The Group’s interest bearing liabilities comprise only secured debt. Changes in 
market interest rates therefore a�ect the Group’s finance costs.

The Group’s policy is to mitigate interest rate risk on its financial liabilities by entering into interest rate derivatives, which 
at the balance sheet date included interest rate swaps on £50.0 million (2019: £50.0 million) of floating rate debt and 
interest rate caps on the remaining £23.3 million (2019: £24.8 million) of floating rate debt. Under the interest rate 
swaps, the Group agrees to exchange with an institutional counterparty, at specified intervals, the di�erence between 
fixed and variable rate interest amounts calculated by reference to an agreed schedule of notional principal amounts. 
The Group’s fixed rate debt and debt where the interest rate risk is hedged by way of interest rate swaps, together 
totalling £905.0 million (2019: £905.9 million), are therefore not subject to interest rate risk. Under the interest rate  
caps, the Group agrees a similar exchange if the variable interest rate exceeds the contractual strike rate of the 
derivative. The Group is therefore exposed to limited cash flow interest rate risk on the £23.3 million (2019: £24.8 million) 
of floating rate debt where this risk is hedged by way of interest rate caps. Interest on those loans is payable at variable 
rates up to the maximum established by the cap strike rate, which averaged 1.5% (2019: 1.5%) in the year.

The Group’s sensitivity to changes in interest rates is disclosed in note 8.

Trade and other payables are interest free as long as they are paid in accordance with their terms, and have  
payment terms of less than one year, so there is considered to be no material interest rate risk associated with  
these financial liabilities.

(b) Market risk – foreign currency exchange risk
The Group prepares its financial statements in Sterling. On an IFRS basis, 3.5% (2019: 2.7%) by value of the Group’s  
net assets are Euro denominated and as a result the Group is subject to foreign currency exchange risk. On an EPRA 
NTA basis, the Euro exposure is 3.9% (2019: 3.1%). This risk is partially hedged because within the Group’s German 
operations, rental income, interest costs and the majority of both assets and liabilities are Euro denominated.  
An unhedged currency risk remains on the value of the Group’s net investment in, and net returns from, its 
German operations.

The Group’s sensitivity to changes in foreign currency exchange rates, calculated on the basis of a 10% increase in 
average and closing Sterling rates against the Euro, was as follows, with a 10% decrease having the opposite e�ect:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Investment property revaluation net of deferred tax (131) 290
Other income statement movements 257 227

E�ect on (loss)/profit for the year 126 517

E�ect on other comprehensive income and equity 4,108 3,805

Notes to the Group Financial Statements continued

507



 115 Secure Income REIT Plc Annual Report 2020

Strategic  
Report Governance

Financial  
Statements

Additional 
Information

Credit risk
Credit risk is the risk of financial loss to the Group if a counterparty fails to meet its contractual obligations as a result  
of financial stress. The principal counterparties are the Group’s tenants (in respect of trade receivables and accrued 
income arising under operating leases), banks and financial institutions (as holders of the Group’s cash deposits and 
hedging counterparties) and the counterparties to the Group’s investment property disposals.

The credit risk of trade receivables is considered low because the counterparties to the operating leases are believed by 
the Board to be capable of discharging their lease obligations and any lease guarantors are also of appropriate financial 
strength. On the 71% of the portfolio (at 31 December 2020 valuations) that has been owned by Group entities since 
2007, over the last 13 years the rent has always been paid by the due date. Rent collection statistics are benchmarked  
in internal reports to identify any problems at any early stage, and if necessary and where possible (in the absence, for 
example, of a Government imposed moratorium on the enforcement of rent collection) rigorous credit control 
procedures are applied to facilitate the recovery of trade receivables.

As at 31 December 2020, the Group held financial assets with a carrying value of £0.4 million (2019: £nil) which were 
past due, all of which were trade receivables and all but £40,000 of which (a cost recovery from a tenant, not rent)  
have been received since the balance sheet date. The Group did not hold any financial assets that were impaired at 
either balance sheet date.

The credit risk on cash deposits is considered to be limited because the counterparties are banks and financial 
institutions with credit ratings which are acceptable to the Board and which are kept under review at least each  
quarter and more often if required.

Inflation risk
Inflation risk arises from the impact of inflation on the Group’s income and expenditure. 58% (2019: 59%) of the Group’s 
contractual passing rent before concessions at 31 December 2020 is subject to RPI-linked rent reviews, though those 
rents are subject to nil or upwards review, never downwards. 41% (2019: 41%) of contractual passing rent before 
concessions is subject to fixed rental uplifts and is not exposed to fluctuations in the inflation rate, with 1% (2019: nil) 
subject to upwards only open market rent reviews. As a result, the Group is not exposed to any fall in rent in  
deflationary conditions.

In November 2020, the UK Government and UK Statistics Authority announced changes to RPI such that it will align 
with the Consumer Prices Index (“CPIH”) from February 2030. The exact impact on the RPI clauses in the Group’s 
leases will depend on precisely how the UK Statistics Agency implements the change. On a downside basis, if rents 
were to follow CPIH which has been on average 0.8 percentage points lower than RPI over the past ten years and 
assuming a di�erential continues, the rent uplifts from 2030 onwards would be lower than they would otherwise have 
been. However, the Group’s lease provisions may provide protection so that there would be no change in some or all 
cases. In the event that rental uplifts do change from 2030, any valuation impact in such circumstances would be 
expected to be insignificant as the market tends not to di�erentiate materially between RPI and CPIH lease structures, 
with the other property characteristics carrying greater weight in establishing pricing.

The Group is exposed to inflation risk on its running costs, which (with the exception of any advisory and incentive  
fees, the calculation of which is based on EPRA NAV as described in note 25b) could increase in inflationary conditions. 
These costs totalled £3.3 million (2019: £2.4 million) in the current year (20% (2019: 11%) of total administrative 
expenses) and therefore the impact of any significant percentage increase in inflation on the financial results  
or position of the Group would be relatively limited.
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17. Financial assets and liabilities continued 
Liquidity risk
Liquidity risk arises from the Group’s management of working capital and its ability to meet the finance costs and 
principal repayments on its secured debt. It is the risk that the Group will not be able to meet its financial obligations  
as they fall due.

The Board seeks to manage liquidity risk by ensuring that su�cient cash is available to meet the Group’s foreseeable 
needs. The Group’s more material financial obligations are the payment of financing costs and any scheduled 
amortisation or repayments of its secured debt. Financing costs and scheduled amortisation have been met, with  
only limited exceptions during a rent concession period for one tenant, out of rental income which, in all cases, provides 
headroom over the relevant amounts payable. Before entering into any financing arrangements, the Board assesses the 
resources that are expected to be available to the Group to meet its liabilities when they fall due including repayments 
at loan maturity. These assessments are made on the basis of both base case and stress tested scenarios.

Other liquidity needs are relatively modest and are managed principally through the deduction of much of the direct 
operating costs from rental receipts before any surplus is applied in payment of interest and loan amortisation as 
required by the facility agreements relating to the Group’s secured debt.

Budgets and working capital forecasts are reviewed by the Board at least quarterly to assess liquidity requirements and 
compliance with loan covenants. The Board also keeps under review the maturity profile of the Group’s cash deposits in 
order to have reasonable assurance that cash will be available for the settlement of liabilities or to deploy in investment 
opportunities when they fall due.

The following maturity analysis has been drawn up based on the undiscounted cash flows of financial liabilities, 
including future interest payments, with reference to the earliest date on which the Group can be required to pay. 
During the year, 73% (2019: 69%) of the Group’s headlease liabilities were recoverable from tenants and are not  
included in this analysis to the extent that they are recoverable.

31 December 2020
E�ective

interest rate

Less than
one year

£000

One to two
 years
£000

Two to five
 years
£000

More than
five years

£000
Total
£000

Financial assets
Cash and cash equivalents 0.2% 219,730 – – – 219,730
Accrued income 18,425 – – – 18,425
Headlease deposits – – – 2,740 2,740
Trade and other receivables 730 30 – – 760
Interest rate derivatives – 2 5 – 7

238,885 32 5 2,740 241,662

Financial liabilities
Fixed rate secured debt 5.1% (50,775) (425,351) (524,259) – (1,000,385)
Floating rate secured debt 2.4% (1,757) (1,675) (74,505) – (77,937)
Headlease liabilities (533) (533) (1,600) (7,295) (9,961)
Accrued interest (7,979) – – – (7,979)
Trade payables and accruals  

and other payables (3,039) – – – (3,039)
Interest rate derivatives 1.3% (558) (686) (443) – (1,687)

(64,641) (428,245) (600,807) (7,295) (1,100,988)

Notes to the Group Financial Statements continued
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31 December 2019
E�ective

interest rate

Less than
one year

£000

One to two
 years
£000

Two to five
 years
£000

More than
five years

£000
Total
£000

Financial assets
Cash and cash equivalents 0.6% 267,119 – – – 267,119
Trade and other receivables 2,924 – – – 2,924
Headlease deposits – – – 2,742 2,742
Interest rate derivatives – 3 40 – 43
Accrued income 35 – – – 35

270,078 3 40 2,742 272,863

Financial liabilities
Fixed rate secured debt 5.1% (47,968) (50,442) (576,096) (363,559) (1,038,065)
Floating rate secured debt 2.9% (2,134) (2,083) (77,922) – (82,139)
Headlease liabilities (502) (502) (1,507) (6,871) (9,382)
Accrued interest (8,019) – – – (8,019)
Trade payables and accruals  

and other payables (2,677) – – – (2,677)
Interest rate derivatives 1.3% (246) (316) (441) – (1,003)

(61,546) (53,343) (655,966) (370,430) (1,141,285)

d) Capital risk management in respect of the financial year
The Board’s primary risk management objective when monitoring capital is to preserve the Group’s ability to continue 
as a going concern, while ensuring it remains within its secured debt covenants to safeguard shareholders’ equity and 
avoid financial penalties. Borrowings are secured on each of six (2019: six) property portfolios by way of fixed charges 
over property assets, over the shares in the parent company of each ring-fenced borrower subgroup, and also by 
floating charges on the assets of the relevant subsidiary companies within each distinct subgroup. The suitability  
of the extent of asset cover in the secured facilities forms a key part of debt negotiations and ongoing monitoring.

At 31 December 2020 and 31 December 2019, the capital structure of the Group consisted of debt (note 17a), cash  
and cash equivalents (note 14), and equity attributable to the shareholders of the Company (comprising share capital, 
retained earnings and the other reserves described in notes 20 and 21).

In managing the Group’s capital structure, the Board considers the Group’s cost of capital. In order to maintain or adjust 
the capital structure, the Board keeps under review the amount of any dividends or other returns to shareholders and 
monitors the extent to which the issue of new shares, repurchases of share capital or the realisation of assets may be 
advisable or required.

Details of significant accounting policies are disclosed in the accounting policies in note 2. This includes the criteria for 
recognition, the basis of measurement and the basis on which income and expenses are recognised, in respect of each 
class of financial asset, financial liability and equity instrument.

Until March 2020, the Group was subject to externally imposed capital requirements under AIFMD as disclosed in 
note 14. Those capital requirements were complied with at all relevant times during the current and prior year.
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18. Headlease liabilities
Headlease obligations in respect of amounts payable on leasehold properties are as follows:

Minimum headlease payments

31 December
2020
£000

31 December
2019

£000

Within one year 1,817 1,786
Between one and five years 7,297 7,166
More than five years 157,922 154,489

167,036 163,441
Less future finance charges (138,374) (135,251)

28,662 28,190

The earliest expiry date of all the headlease obligations is in more than five years. All but £0.5 million (2019: £0.5 million) 
of the minimum headlease payments due within one year are recoverable from the occupational tenants.

The Group’s accounting policy for headleases is disclosed in note 2d.

19. Deferred tax liability
The deferred tax liability relates to unrealised gains on the Group’s German investment properties.

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year 11,267 11,110
(Credit)/charge to the income statement (note 9) (22) 759
Charge/(credit) to other comprehensive income 654 (602)

At the end of the year 11,899 11,267

The Group’s accounting policy for deferred tax is disclosed in note 2f.

20. Share capital
Share capital represents the aggregate nominal value of shares issued. The movement in the number of fully paid 
ordinary shares of 10 pence each in issue was as follows:

Year to
31 December

2020
Number

Year to
31 December

2019
Number

At the start of the year 322,850,595 321,563,353
Issue of ordinary shares:

in settlement of 2019 incentive fee 1,184,551 –
in settlement of 2018 incentive fee – 1,287,242

At the end of the year 324,035,146 322,850,595
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21. Reserves
The share premium reserve represents the surplus of the gross proceeds of share issues over the nominal value  
of the shares, net of the direct costs of those equity issues.

Retained earnings represent the cumulative profits and losses recognised in the income statement, together with any 
amounts transferred or reclassified from the Group’s share premium reserve and other reserves, less dividends paid.

Other reserves represent:

• the cumulative exchange gains and losses on foreign currency translation;
• the cumulative gains or losses, net of tax, on e�ective cash flow hedging instruments; and
• the impact on equity of any shares to be issued after the balance sheet date, as described  

in note 25d, under the terms of the incentive fee arrangements.

Movements in other reserves comprise:

Year to 31 December 2020

Currency
translation
di�erences

£000

Shares to be
issued
£000

Cash flow
hedging 

instruments
£000

Total
£000

At the start of the year 3,305 4,910 (1,051) 7,164
Currency translation movements 2,101 – – 2,101
Fair value of derivatives (note 13) – – (637) (637)

Other comprehensive income/(loss) 2,101 – (637) 1,464
Shares issued in the year – (4,910) – (4,910)

At the end of the year 5,406 – (1,688) 3,718

Year to 31 December 2019
At the start of the year 5,305 4,872 (200) 9,977
Currency translation movements (2,000) – – (2,000)
Fair value of derivatives (note 13) – – (851) (851)

Other comprehensive loss (2,000) – (851) (2,851)
Shares issued in the year – (4,869) – (4,869)
Shares to be issued – 4,907 – 4,907

At the end of the year 3,305 4,910 (1,051) 7,164
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22. Operating leases
The majority of the Group’s assets are investment properties leased to third parties under non-cancellable operating 
leases. The weighted average remaining lease term at 31 December 2020 is 20.2 years (2019: 21.0 years) and there are 
no tenant break options. The leases contain either fixed uplifts or upwards only RPI-linked uplifts, alongside periodic 
upwards only open market reviews on 1% (2019: nil) of the Group’s contractual passing rent before concessions.

RPI-linked uplifts on 37% (2019: 41%) of the Group’s passing rent as at 31 December 2020 resulted in the settlement  
of £0.9 million (2019: £0.9 million) of contingent rental income that was recognised in the income statement in the year.

Future minimum rents receivable are as follows:

31 December
2020
£000

31 December
2019

£000

Within one year 104,903 110,697
Between one and two years 115,515 111,932
Between two and three years 116,875 113,534
Between three and four years 118,456 114,944
Between four and five years 118,504 116,373
More than five years 2,045,222 2,129,296

2,619,475 2,696,776

The Group’s accounting policy for operating leases is disclosed in note 2d.

23. Net asset value per share
Net asset value (“NAV”) per share is calculated as the net assets of the Group attributable to shareholders divided  
by the number of shares in issue at the end of each year, which as at 31 December 2020 was 324,035,146 shares  
(2019: 322,850,595 shares).

Diluted NAV per share includes within the denominator any shares that will be issued in future, such as those in 
settlement of any incentive fee that may become payable as explained in note 25d, which at 31 December 2020  
resulted in a total of 324,035,146 shares (2019: 321,035,146 shares).

The European Public Real Estate Association (“EPRA”) publishes guidelines for the calculation of three measures of 
NAV to enable consistent comparisons between property companies, which were updated in the prior year and took 
e�ect from 1 January 2020. The Group uses EPRA Net Tangible Assets (“EPRA NTA”) as the most meaningful measure 
of long term performance and the measure which is being adopted by the majority of UK REITs, establishing it as the 
industry standard benchmark. It excludes items that are considered to have no impact in the long term, such as the fair 
value of derivatives and a portion of the deferred tax on investment properties held for long term benefit, and uses as 
its denominator the same number of shares in issue for calculating diluted NAV per share, which reflects any shares to 
be issued in settlement of an incentive fee as described in note 25d.

The Group’s basic NAV, diluted NAV and EPRA NTA are as follows:

31 December 2020 31 December 2019

£000
Pence per 

share £000
Pence per

share

Basic NAV 1,221,541 377.0 1,384,542 428.8
EPRA adjustments:
Dilution from shares to be issued for 2019 incentive fee – – – (1.5)

Diluted NAV 1,221,541 377.0 1,384,542 427.3
50% of deferred tax on German investment property revaluations 5,950 1.8 5,634 1.8
Fair value of interest rate derivatives 1,734 0.5 1,084 0.3

EPRA NTA 1,229,225 379.3 1,391,260 429.4
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24. Reconciliation of changes in financial liabilities arising from financing activities

Year to 31 December 2020

Secured debt 
due within

one year 
(note 17a)

£000

Secured  
debt due in  
more than 

one year
(note 17a)

£000

Headlease 
liabilities
(note 18)

£000

Interest 
payable

(note 16)
£000

Derivatives
(note 13)

£000
Total
£000

At the start of the year 2,124 919,454 28,190 8,019 960 958,747
Cash flows:
Interest and finance costs paid – – (1,680) (45,768) (396) (47,844)
Scheduled repayment of secured debt (4,434) – – – – (4,434)
Repayment of secured debt from 

property sales – (1,494) – – – (1,494)
Non-cash movements:
Finance costs in the income statement 2,310 97 1,680 45,716 461 50,264
Finance costs in other comprehensive income – – – – 637 637
Increase in headlease liabilities – – 578 – – 578
Revaluation movement in headlease liabilities – – (106) – – (106)
Currency translation movements (15) 3,538 – 30 – 3,553
Reclassifications 4,999 (4,999) – (18) 18 –

At the end of the year 4,984 916,596 28,662 7,979 1,680 959,901

Year to 31 December 2019
At the start of the year 1,771 1,078,495 28,511 9,248 5 1,118,030
Cash flows:
Repayment of secured debt from  

property sales – (154,519) – – – (154,519)
Interest and finance costs paid – – (1,702) (51,833) (103) (53,638)
Loan break costs – (27,868) – – – (27,868)
Scheduled repayment of secured debt (3,988) – – – – (3,988)
Loan arrangement costs paid – (670) – – – (670)
Non-cash movements:
Finance costs in the income statement 2,385 29,308 1,702 50,586 253 84,234
Finance costs in other comprehensive loss – – – – 851 851
Decrease in headlease liabilities – – (221) – – (221)
Revaluation movement in headlease liabilities – – (100) – – (100)
Currency translation movements 8 (3,344) – (28) – (3,364)
Reclassifications 1,948 (1,948) – 46 (46) –

At the end of the year 2,214 919,454 28,190 8,019 960 958,747
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25. Related party transactions and balances
a) Relationship between Company and Investment Adviser
The Investment Advisory Agreement sets out the terms of the relationship between the Company and the Investment 
Adviser, including services to be provided and the calculation of the advisory fee and any incentive fee. The agreement 
has a termination date in December 2025 and neither party to the agreement has any contractual renewal right. The 
agreement may be terminated in certain circumstances which are summarised on page 59 of the March 2016 Secondary 
Placing Disclosure Document which is available in the Investor Centre of the Company’s website. It includes a right for 
the Company to terminate the agreement without compensation in the event of an unremedied breach by the 
Investment Adviser and a right for the Investment Adviser to terminate the agreement in the event of a change of 
control of the Company. The maximum termination fee is four times the previous quarter’s advisory fee, with any such 
termination payment designed to cover the cost of redundancies and wind down costs that may be required following 
the Investment Adviser’s loss of the management of the Group.

During the year, the Investment Adviser was Prestbury Investment Partners Limited (“PIP”). Nick Leslau, Mike Brown 
and Sandy Gumm, who are Directors of the Company, are also directors and shareholders in PIP together with Tim 
Evans and Ben Walford. Until 10 December 2019, the Investment Adviser was Prestbury Investments LLP (“PILLP”),  
at which date the Investment Advisory Agreement was novated from PILLP to PIP with the terms of the agreement 
remaining unchanged. The ownership of PILLP and PIP was identical at the date of transfer and PIP had the same 
resources available to it to perform the services required as PILLP had available to it. Nick Leslau, Mike Brown and 
Sandy Gumm hold partnership interests in PILLP.

b) Basis of calculation of fees
EPRA introduced new methods of calculation of EPRA net asset value which apply with e�ect from 1 January 2020.  
In considering that change, the Remuneration Committee concluded that, in order for the calculation of the advisory 
and incentive fees to remain consistent with the way that those fees had been calculated since the Company’s listing 
and as set out in the Investment Advisory Agreement, the fees would continue to be calculated on the basis of the 
EPRA NAV methodology in place at the time of the agreement. That basis is set out in the EPRA Guidance previously 
issued in 2016, referred to in these financial statements as “2016 basis EPRA NAV”.

In addition, following a proposal made by the Investment Adviser, with e�ect from 1 April 2020 the advisory fee is 
reduced to the extent that the net assets include surplus cash realised on the disposal of a portfolio of hospitals in 
August 2019 to the extent that surplus cash remains available for deployment. The balance of the surplus cash at  
1 April 2020 was £158.3 million and as at 31 December 2020 was £113.9 million. The 2016 basis EPRA NAV used for  
the fee calculations reconciles to EPRA NTA as follows:

31 December 2020 31 December 2019

£000
Pence per 

share £000
Pence per

share

EPRA NTA 1,229,225 379.3 1,391,260 429.4
Add back 50% of deferred tax on German investment  

property revaluations 5,950 1.9 5,633 1.7

2016 basis EPRA NAV for purposes of incentive fee calculation 1,235,175 381.2 1,396,893 431.1
Adjustment for surplus cash (113,945) (35.2) – –

NAV for purposes of advisory fee calculations 1,121,230 346.0 1,396,893 431.1
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c) Advisory fees payable
Advisory fees payable to the Investment Adviser are calculated on a reducing scale based on the Group’s 2016 basis 
EPRA NAV adjusted for surplus cash:

• 1.25% per annum on 2016 basis EPRA NAV up to £500 million, plus 
• 1.0% per annum on 2016 basis EPRA NAV between £500 million and £1 billion, plus 
• 0.75% per annum on 2016 basis EPRA NAV between £1 billion and £1.5 billion, plus 
• 0.5% per annum on 2016 basis EPRA NAV over £1.5 billion.

During the year, advisory fees of £12.8 million (2019: £0.8 million) plus VAT were payable to PIP, of which £10,000 was 
receivable (as a routine adjustment to the calculation of the fee for the fourth quarter) as at the balance sheet date and 
included in trade and other receivables (note 15) (2019: £0.8 million payable and included in trade and other payables 
(note 16)). During the year, advisory fees of £nil (2019: £12.9 million) plus VAT were payable in cash to PILLP, of which 
£nil (2019: £nil) was outstanding as at the balance sheet date. The impact of adopting 2016 basis EPRA NAV is that  
fees payable in the current year were c. £44,000 higher than they would have been under EPRA NTA. 

d) Incentive fee
The Investment Adviser may become entitled to an incentive fee intended to reward growth in Total Accounting Return 
(“TAR”) above an agreed benchmark and to maintain strong alignment of the Investment Adviser’s interests with those 
of shareholders. TAR is measured as growth in 2016 basis EPRA NAV per share plus dividends paid in the year.

The fee entitlement is calculated annually on the basis of the Group’s audited financial statements, with any fee payable 
settled in shares in the Company (subject to certain limited exceptions none of which have yet applied). Sales of these 
shares are restricted (save for certain limited exceptions), with the restriction lifted on a phased basis over a period from 
18 to 42 months from the date of issue. Shares may be released from the sale restriction in the event that shares need to 
be sold to settle the tax liability on the receipt of those shares, but this exemption has never been requested.

The incentive fee is calculated by reference to growth in TAR: if that growth exceeds a hurdle rate of 10% over a given 
financial year, an incentive fee equal to 20% of this excess is payable in shares to the Investment Adviser. In the event  
of an incentive fee being payable, a high water mark is established, represented by the 2016 basis EPRA NAV per share  
at the end of the relevant financial year, after the impact of the incentive fee, which is then the starting point for the 
cumulative hurdle calculations for future periods. The hurdle is set at the higher of the 2016 basis EPRA NAV at the start 
of the year plus 10% or the high water mark 2016 basis EPRA NAV plus 10% per annum. In this way, the incentive fee is 
never rebased as a result of a year of low or negative growth, maintaining strong alignment of management and 
shareholder interests. Dividends or other distributions paid in any period are treated as payments on account against 
achievement of the hurdle rate of return. The incentive fee payable in any year is subject to a cap of 5% of 2016 basis 
EPRA NAV, save for a fee payable in the event of a change of control of the Company which is uncapped.

A high water mark EPRA NAV per share of 431.1 pence per share was established at 31 December 2019 when a fee was 
last earned, therefore TAR had to exceed 43.1 pence per share for the year to 31 December 2020 for a fee to be earned. 
Since dividends of 15.7 pence per share were paid in the year, this equated to a 2016 basis EPRA NAV per share of  
459.6 pence per share at 31 December 2020. Since 2016 basis EPRA NAV is below this level, no incentive fee arises  
for the current year.

Assuming no changes in the Company’s capital structure, 2016 basis EPRA NAV per share growth together with 
dividends paid will have to exceed 124.4 pence per share for the year ending 31 December 2021 before an incentive  
fee is earned for that year.

In the prior year, an incentive fee of £5.3 million was payable: £4.9 million that was satisfied by way of the issue  
of 1,184,551 shares to PIP in March 2020, plus £0.4 million of irrecoverable VAT which arises on any element of the  
Group’s costs, including incentive fees, that relate to the healthcare portfolio.
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25. Related party transactions and balances continued
e) Dividends paid to related parties and key management personnel

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Prestbury Incentives Limited† 3,007 3,049
Nick Leslau* 2,880 3,668
Mike Brown 186 193
Prestbury Investment Partners Limited† 136 –
Sandy Gumm 30 31
Martin Moore 19 19
Ian Marcus 14 14
Jonathan Lane 9 9
Leslie Ferrar 4 4

6,285 6,987

† Nick Leslau, Mike Brown and Sandy Gumm are shareholders and directors of both Prestbury Investment Partners Limited and the parent undertaking 
of Prestbury Incentives Limited, together with other key management personnel, Tim Evans and Ben Walford. Other senior members of the Prestbury 
team also have equity interests in those companies

* comprising dividends from 16,850,300 ordinary shares held by an entity in which Nick Leslau has a 95% indirect interest and 1,491,709 shares held by  
a company which he wholly owns

26. Events after the balance sheet date
On 5 March 2021, the Company paid an interim dividend of 3.65 pence per share amounting to £11.7 million.
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31 December
2020
£000

31 December
2019

£000

Fixed assets
Investment in subsidiary undertakings C 394,535 457,643

Current assets
Loans to subsidiary undertakings D 292,916 288,058
Other amounts owed by subsidiary undertakings – 5,291
Other debtors 762 1,799
Cash at hand and in bank 194,166 231,164

487,844 526,312
Creditors: amounts falling due within one year
Trade creditors (66) (964)
Loans from subsidiary undertakings E (24,298) (58,112)
Accruals and deferred income (258) (596)

Net current assets 463,222 466,640

Total assets less current liabilities 857,757 924,283

Net assets 857,757 924,283

Capital and reserves
Share capital F 32,404 32,285
Share premium reserve 523,206 518,415
Other reserves – 4,910
Retained earnings 302,147 368,673

Shareholders’ funds 857,757 924,283

The Company has taken advantage of the exemption within section 408 of the Companies Act 2006 not to  
present its own profit and loss account. The loss for the year dealt with in the financial statements of the Company  
was £15.7 million (2019: profit of £126.2 million). As at 31 December 2020, the entire balance of £302.1 million  
(2019: £368.7 million) in retained earnings represents distributable reserves.

The notes on pages 127 and 128 form part of the Company financial statements.

The Company financial statements were approved and authorised for issue by the Board of Directors on 10 March 2021 
and were signed on its behalf by:

Martin Moore   Sandy Gumm
Chairman   Director

Company Balance Sheet
Registered number: 6064259
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Share 
capital
£000

Share premium 
reserve

£000
Other reserves

£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2020

At 1 January 2020 32,285 518,415 4,910 368,673 924,283
Loss and total comprehensive loss for the year – – – (15,702) (15,702)
Interim dividends of 15.7 pence per share – – – (50,824) (50,824)
Issue of shares 119 4,791 (4,910) – –

At 31 December 2020 32,404 523,206 – 302,147 857,757

Share 
capital
£000

Share premium 
reserve

£000
Other reserves

£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2019

At 1 January 2019 32,156 513,675 4,872 294,899 845,602
Profit and total comprehensive income for the year – – – 126,235 126,235
Interim dividends of 16.3 pence per share – – – (52,461) (52,461)
Issue of shares 129 4,740 (4,869) – –
Shares to be issued – – 4,907 – 4,907

At 31 December 2019 32,285 518,415 4,910 368,673 924,283

The notes on pages 127 and 128 form part of the Company financial statements.
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A. Basis of preparation
The Company’s financial statements have been prepared in accordance with FRS 102 The Financial Reporting Standard 
applicable in the United Kingdom and Republic of Ireland.

The principal accounting policies relevant to the Company are:

• investments in subsidiaries are stated at cost less provision for any impairment;
• loans to subsidiaries are stated at cost less provision for any impairment; and
• shares to be issued in settlement of incentive fees are disclosed in other reserves.

In preparing the Company’s financial statements, advantage has been taken of the following disclosure exemptions 
available in FRS 102:

• no cash flow statement has been presented;
• disclosures in respect of the Company’s financial instruments have not been presented as equivalent disclosures  

have been provided in respect of the Group;
• no reconciliation of the number of shares outstanding at the beginning and end of the year has been presented  

as it is identical to the reconciliation for the Group shown in note 20 to the Group financial statements; and
• no disclosure has been given for the aggregate remuneration of the key management personnel of the  

Company as their remuneration is shown in note 7 to the Group financial statements.

In the year to 31 December 2021, the Company intends to continue to use these disclosure exemptions unless  
objections are received from the holders of at least 5% of the shares in the Company.

B. Auditor’s remuneration
The auditor’s remuneration in respect of the audit of the Company for the year was £48,000 (2019: £47,000).  
Fees payable for non-audit services provided to the Company and the rest of the Group are disclosed in note 7  
to the Group financial statements.

C. Investment in subsidiary undertakings
The Company’s wholly owned direct subsidiaries are SIR Theme Park Subholdco Limited, SIR Hospital Holdings  
Limited, SIR Hotels 1 Limited, SIR Hotels 2 Limited, SIR Maple Holdco Limited, SIR MTL Limited, SIR New Hall Limited  
and Charcoal Bidco Limited, all of which are incorporated and operating in England. The full list of subsidiary entities 
indirectly owned by the Company is disclosed in note 12 to the Group financial statements. The movement in the year 
was as follows:

Year to
31 December

2020
£000

Year to
31 December

2020
£000

At the start of the year 457,643 457,643
Impairment (63,108) –

At the end of the year 394,535 457,643

The impairment reflects the impact of investment property valuation falls during the year on the carrying value of the 
subsidiaries that hold the Budget Hotels and Leisure portfolios.

Notes to the Company Financial Statements
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D. Loans to subsidiary undertakings
Loans to subsidiary undertakings are unsecured, bear no interest and are repayable on demand. The movement in the 
year was as follows:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year 288,058 341,963
Net loans drawn down/(repaid) 4,858 (53,905)

At the end of the year 292,916 288,058

E. Loans from subsidiary undertakings
Loans from subsidiary undertakings are unsecured, bear no interest and are repayable on demand. The movement in 
the year was as follows:

Year to
31 December

2020
£000

Year to
31 December

2019
£000

At the start of the year 58,112 27,601
Net loans (repaid)/drawn down (33,814) 30,511

At the end of the year 24,298 58,112

F. Share capital
Details of the share capital of the Company are disclosed in note 20 to the Group financial statements.

G. Related party transactions
Details of related party transactions are disclosed in note 25 to the Group financial statements.

H. Events after the balance sheet date
On 5 March 2021, the Company paid an interim dividend of 3.65 pence per share amounting to £11.7 million.
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Shareholder Returns

Total Shareholder Return
Shareholder return is one of the Group’s key performance indicators. Total Shareholder Return (“TSR”) is measured as 
the movement in the Company’s share price over a period, plus dividends paid in the period. Total Accounting Return 
(“TAR”) is a shareholder return measure calculated as the movement in EPRA NTA per share plus dividends per share 
paid over the period. Comparative figures below have been restated to be consistent with the new measure of EPRA 
NTA that was introduced by EPRA with e�ect from 1 January 2020.

TAR – EPRA NTA performance

Year to
31 December

2020
Pence 

per share

Year to
31 December

2019
Pence 

per share

EPRA NTA per share:
at the start of the year 429.4 398.8
at the end of the year 379.3 429.4

Movement in EPRA NTA per share (50.1) 30.6
Dividends per share 15.7 16.3

Movement in EPRA NTA per share plus dividends per share (34.4) 46.9

TAR (8.0)% 11.8%

TSR – share price performance

Year to
31 December

2020
Pence 

per share

Year to
31 December

2019
Pence 

per share

Mid market closing share price:
at the start of the year 434.0 377.0
at the end of the year 300.0 434.0

Movement in share price (134.0) 57.0
Dividends per share 15.7 16.3

Movement in share price plus dividends per share (118.3) 73.3

TSR (27.3)% 19.4%
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31 December
2020

31 December
2019

EPRA Net Tangible Assets (EPRA NTA) per share 379.3p 429.4p
EPRA Net Reinstatement Value per share 421.7p 474.6p
EPRA Net Disposal Value per share 364.3p 417.9p
EPRA Net Initial Yield 4.44% 4.94%
EPRA Topped Up Net Initial Yield 5.40% 4.94%
EPRA Vacancy Rate 0% 0%

Year to
31 December

2020

Year to
31 December

2019

EPRA EPS 16.3p 16.9p
Adjusted EPRA EPS* 3.5p 15.3p
EPRA Capital Expenditure £0.5m £0.3m
EPRA Cost Ratio excluding direct vacancy costs 14.8% 17.5%
EPRA Cost Ratio including direct vacancy costs 15.1% 17.6%
Adjusted EPRA Cost Ratio excluding direct vacancy costs† 18.4% 14.9%
Adjusted EPRA Cost Ratio including direct vacancy costs† 18.7% 15.0%

* not an EPRA measure: calculation explained in note 10 to the financial statements
† not an EPRA measure

EPRA Net Tangible Assets

31 December 2020 31 December 2019

£000
Pence per 

share £000
Pence per

share

Basic NAV (note 23) 1,221,541 377.0 1,384,542 428.8
EPRA adjustments:
Dilution from shares to be issued for 2019 incentive fee – – – (1.5)

Diluted NAV 1,221,541 377.0 1,384,542 427.3
Deferred tax on German investment property revaluations* 5,950 1.8 5,634 1.8
Fair value of derivatives 1,734 0.5 1,084 0.3

EPRA NTA 1,229,225 379.3 1,391,260 429.4

* in accordance with the EPRA Guidance, half of the deferred tax is adjusted for in the EPRA NTA calculation

The number of shares in issue at each balance sheet date for the EPRA net assets calculations is as follows:

31 December 
2020

Number

31 December 
2019

Number

Basic NAV 324,035,146 322,850,595
Shares to be issued in satisfaction of incentive fee (note 25d) – 1,184,551

Diluted NAV and EPRA measures 324,035,146 324,035,146

Unaudited Supplementary Information
EPRA Measures
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EPRA Net Reinstatement Value
The EPRA Net Reinstatement Value assumes that the Group never sells assets and is intended to represent the value 
that would be required to rebuild the portfolio, calculated as follows:

31 December 2020 31 December 2019

£000
Pence per

share £000
Pence per

share

Basic NAV 1,221,541 377.0 1,384,542 428.8
EPRA adjustments:
Dilution from shares to be issued for 2019 incentive fee – – – (1.5)

Diluted NAV 1,221,541 377.0 1,384,542 427.3
Adjustment for real estate transfer taxes 131,418 40.5 140,826 43.5
Deferred tax on investment property revaluations 11,899 3.7 11,267 3.5
Fair value of interest rate derivatives 1,734 0.5 1,084 0.3

EPRA Net Reinstatement Value 1,336,592 421.7 1,537,719 474.6

EPRA Net Disposal Value
The EPRA Net Disposal Value Represents the Group’s value under a disposal scenario, with deferred tax and financial 
instruments (including fixed rate debt) shown to the full extent of their liability, calculated as follows:

31 December 2020 31 December 2019

£000
Pence per

share £000
Pence per

share

Basic NAV 1,221,541 377.0 1,384,542 428.8
EPRA adjustments:
Dilution from shares to be issued for 2019 incentive fee – – – (1.5)

Diluted NAV 1,221,541 377.0 1,384,542 427.3
Fair value of fixed rate debt (40,966) (12.7) (30,343) (9.4)

EPRA Net Disposal Value 1,180,575 364.3 1,354,199 417.9

The fair value of the fixed rate debt is defined by EPRA as a mark to market adjustment measured in accordance  
with IFRS 9 in respect of all debt not held at fair value in the balance sheet, as disclosed in note 17b to the financial 
statements. The fair value of debt is not the same as a liquidation valuation, so the fair value adjustment above does  
not reflect the liability that would crystallise if the debt was prepaid on the balance sheet date, which would be 
materially higher.

EPRA Net Initial Yield and EPRA Topped Up Net Initial Yield
31 December

2020
£000

31 December
2019

£000

Investment property, all of which is completed and wholly owned, at independent external 
valuation (note 11) 1,946,938 2,083,107

Allowance for estimated purchasers’ costs 131,418 140,826

Grossed up completed property portfolio valuation 2,078,356 2,223,933

Annualised cash passing rental income 98,297 110,726
Annualised non-recoverable property outgoings (1,020) (866)

Annualised net rents 97,277 109,860
Notional rent increase on expiry of rent free periods and other lease incentives 15,032 48

112,309 109,908

EPRA Net Initial Yield 4.68% 4.94%
EPRA Topped Up Net Initial Yield 5.40% 4.94%

The EPRA Net Initial Yield at 31 December 2020 reflects the temporary rent concessions on the budget hotels arising  
as a result of the Covid-19 pandemic.
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EPRA Vacancy Rate

31 December
2020
£000

31 December
2019

£000

ERV of vacant space 40 40
ERV of portfolio 111,536 110,766
EPRA Vacancy Rate 0.04% 0.04%

EPRA EPS

Year to
31 December

2020
£000

Year to
31 December

2019
£000

(Loss)/profit for the year (113,641) 153,359
EPRA adjustments:
Investment property revaluation (note 11) 166,516 (75,708)
Profit on disposal of investment properties (32) (53,074)
Deferred tax on German investment property revaluations (note 9) (22) 759
Other early debt repayment costs (note 8) 21 1,443
Fair value adjustment of interest rate derivatives 13 36
Cost of early repayment of debt on disposal of investment properties (note 8) – 27,868

EPRA earnings 52,855 54,683
Other adjustments:
Rent Smoothing Adjustments (note 4) (23,661) (10,564)
Rent deferral (17,727) –
Incentive fee (note 6) – 5,256

Adjusted EPRA earnings 11,467 49,375

Weighted average number of shares in issue Number Number

Adjusted EPRA EPS 323,776,228 322,540,246
Adjustment for weighting of shares issued in the year* 258,918 310,349

EPRA EPS 324,035,146 322,850,595
Shares to be issued in satisfaction of incentive fee (note 25d) – 1,184,551

Diluted EPRA EPS 324,035,146 324,035,146

* Adjusted EPRA EPS is calculated using the weighted average number of shares reflecting the actual date on which shares are issued in settlement  
of any incentive fee. EPRA EPS and diluted EPRA EPS are calculated on the assumption that those shares were in issue throughout the year

Pence per 
share

Pence per
share

EPRA EPS 16.3 16.9
Diluted EPRA EPS 16.3 16.8
Adjusted EPRA EPS 3.5 15.3

Unaudited Supplementary Information
EPRA Measures continued
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EPRA Capital Expenditure

Wholly owned property

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Acquisitions – 307
Development – –
Expenditure on completed investment property held throughout the year:

Creation of additional lettable area – –
Enhancing existing space – –

Other 456 –

EPRA Capital Expenditure 456 307

The Group does not have any joint ventures or other partial interests in investment property so any EPRA capital 
expenditure relates to wholly owned properties. The Group does not capitalise any overheads or interest into its 
property portfolio and it does not develop properties.

The EPRA Capital Expenditure in the current period relates to Manchester Arena: £0.3 million for the acquisition of car 
park equipment and £0.2 million for capital works within the service charge that is not recoverable from the tenants.  
The expenditure on acquisitions in the prior year represents the purchase of the freehold of an existing leasehold property.

The Group’s properties are let on full repairing and insuring leases, so the Group incurs no routine ongoing capital 
expenditure on its property portfolio except at Manchester Arena, where such costs relating to the structure and 
common areas are liabilities of the Group in the first instance. However, since the majority of these costs are currently 
recoverable from tenants, the net cost to the Group in the year was £0.3 million (2019: £0.1 million).

EPRA Cost Ratio

Year to
31 December

2020
£000

Year to
31 December

2019
£000

Revenue (note 4) 121,664 132,677
Tenant contributions to property outgoings (note 4) (1,643) (1,580)

EPRA gross rental income 120,021 131,097

Non-recoverable property operating expenses (note 5)* 1,668 1,549
Less headlease costs included in non-recoverable property operating expenses (604) (662)
Administrative expenses (note 6) 17,001 22,128

EPRA costs including direct vacancy costs 18,065 23,015
Direct vacancy costs (293) (95)

EPRA costs excluding direct vacancy costs 17,772 22,920

EPRA Cost Ratio including direct vacancy costs 15.1% 17.6%
EPRA Cost Ratio excluding direct vacancy costs 14.8% 17.5%

* included within the £3.3 million (2019: £3.1 million) of property costs payable by the Group are £1.7 million (2019: £1.5 million) of headlease and other 
costs that are recoverable from the tenants

The Group capitalises the initial direct costs incurred in obtaining a lease, which are then charged to the income 
statement over the term of the relevant lease. During the year, costs of £54,000 (2019: £10,000) were capitalised, and 
£4,000 (2019: £19,000) was released from capitalised costs and charged to the income statement. Costs of £568,000 
(2019: £nil) for negotiating and documenting Covid-19 rent concessions, and rent review and other letting costs of 
£35,000 (2019: £416,000) are included in non-recoverable property operating expenses. A further £106,000 (2019: 
£nil) relating to the amendment of loan facilities as a result the Covid-19 rent concessions is included in finance costs.

The Group has no capitalised overheads or other operating expenses and does not capitalise interest.
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Adjusted EPRA Cost Ratio excluding non-cash items
The Group also calculates an Adjusted EPRA Cost Ratio excluding the following non-cash items to present  
what the Board considers to be a measure of cost e�ciency more directly relevant to its business model:

• revenue recognised ahead of cash receipt as a result of Rent Smoothing Adjustments (note 4); and
• any incentive fee, included in administrative expenses, which is settled in shares (note 25d).

Year to
31 December

2020
£000

Year to
31 December

2019
£000

EPRA gross rental income 120,021 131,097
Rent Smoothing Adjustments (note 4) (23,661) (10,564)

Adjusted EPRA gross rental income excluding non-cash items 96,360 120,533

EPRA costs 18,065 23,015
Incentive fee settled in shares (note 25d) – (4,907)

Adjusted EPRA costs including direct vacancy costs 18,065 18,108
Direct vacancy costs (293) (95)

Adjusted EPRA costs excluding direct vacancy costs 17,772 18,013

Adjusted EPRA Cost Ratio including direct vacancy costs 18.7% 15.0%
Adjusted EPRA Cost Ratio excluding direct vacancy costs 18.4% 14.9%

Unaudited Supplementary Information
EPRA Measures continued
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Like for like rental growth by portfolio

Passing rent

Leisure 
portfolio

£000

Healthcare 
portfolio

£000

Budget Hotel 
portfolio

£000

Total 
portfolio

£000

At 1 January 2020 46,785 35,607 28,334 110,726
Movement in Euro exchange rate 377 – – 377

Like for like passing rent 47,162 35,607 28,334 111,103
Rental uplifts 360 984 834 2,178

At 31 December 2020 47,522 36,591 29,168 113,281

Increase in like for like passing rent 0.8% 2.8% 2.9% 2.0%
Portfolio valuation at 31 December 2020 793,060 769,095 384,783 1,946,938

Passing rent

Leisure 
portfolio

£000

Healthcare 
portfolio

£000

Budget Hotel 
portfolio

£000

Total 
portfolio

£000

At 1 January 2019 45,723 50,217 29,049 124,989
Disposals – (15,569) (874) (16,443)
Movement in Euro exchange rate (346) – – (346)

Like for like passing rent 45,377 34,648 28,175 108,200
Rental uplifts 1,408 959 159 2,526

At 31 December 2019 46,785 35,607 28,334 110,726

Increase in like for like passing rent 3.1% 2.8% 0.6% 2.3%
Portfolio valuation at 31 December 2019 851,875 748,385 482,847 2,083,107

Like for like figures exclude foreign currency translation movements and any properties not held throughout the period.
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Like for like rental growth by country

Passing rent
UK

£000
Germany

£000

Total 
portfolio

£000

At 1 January 2020 104,239 6,487 110,726
Movement in Euro exchange rate – 377 377

Like for like passing rent 104,239 6,864 111,103
Rental uplifts 1,949 229 2,178

At 31 December 2020 106,188 7,093 113,281

Increase in like for like passing rent 1.9% 3.3% 2.0%
Portfolio valuation at 31 December 2020 1,831,638 115,300 1,946,938

Passing rent
UK

£000
Germany

£000

Total 
portfolio

£000

At 1 January 2019 118,365 6,624 124,989
Disposals (16,443) – (16,443)
Movement in Euro exchange rate – (346) (346)

Like for like passing rent 101,922 6,278 108,200
Rental uplifts 2,317 209 2,526

At 31 December 2019 104,239 6,487 110,726

Increase in like for like passing rent 2.3% 3.3% 2.3%
Portfolio valuation at 31 December 2019 1,972,857 110,250 2,083,107

Unaudited Supplementary Information
EPRA Measures continued
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Unaudited Supplementary Information
Rent Smoothing Adjustments

The Group’s revenue recognition accounting policy set out in note 2d, in line with IFRS, requires the impact of any  
fixed or minimum rental uplifts to be spread evenly over the term of a lease and as a result there is a material mismatch 
between the rental cash flows and rental revenues shown in the income statement. The adjustments historically related 
to the 41% of portfolio rents (before rent concessions) that are subject to fixed uplifts and the 6% of portfolio rents  
with minimum uplifts on RPI-linked reviews. From the current year onwards, the Rent Smoothing Adjustments also 
include the e�ect of the temporary Covid-19 rent concessions agreed with the tenants of the Budget Hotels and Pubs 
portfolios. The reductions represent lease modifications under IFRS 16, so their e�ect is spread over the remaining lease 
term from the e�ective date of the modification, which is the date at which both parties agreed to the modification.

A receivable is included in the book value of investment property for the amount of rent included in the income 
statement ahead of actual cash receipts. A receivable relating to fixed and minimum uplifts increases over broadly the 
first half of the later of the lease commencement or the date of acquisition, then unwinds to zero over the remainder  
of each lease term. If a lease is extended, the receivable at the date of modification is not adjusted but the smoothing  
is recalculated over the new term from that date. A receivable relating to rent concessions increases over the period 
during which the rent is reduced, then unwinds to zero over the remainder of each lease term.

So as not to overstate the portfolio value, any movement in the receivable is o�set against property revaluation 
movements. Since this adjustment initially increases rental income and reduces property revaluation gains (and vice 
versa in the second half of each lease term or once the rent concession has expired) it does not change the Group’s 
retained earnings or net assets. Income recognised in this way in excess of cash flow is also taken out of Adjusted  
EPRA EPS so as not to artificially flatter the Group’s dividend cover.

The impact of the Rent Smoothing Adjustments on the Group’s balance sheet as at 31 December 2020 is as follows:

Receivable at 
31 December

2020
£m

Maximum 
receivable 

£m

Date of 
maximum 
receivable 

Fixed/minimum uplifts recognised ahead of cash receipt:
Healthcare – Ramsay hospitals 109.1 111.8 March 2023
Leisure – German theme parks* 37.8 42.2 June 2026
Healthcare – Lisson Grove hospital 12.3 20.6 March 2035
The Brewery 3.9 23.5 June 2041
Manchester Arena 2.9 8.9 June 2032
Pubs 0.6 2.0 March 2030

166.6 209.0
Covid-19 related rent concessions:
Budget Hotels 13.7 21.1 Dec 2021
Pubs 1.1 1.1 Sept 2020

181.4 231.2

* at the year end exchange rate of €1:£0.90

The future impact of this adjustment would change if there were acquisitions, disposals, lease variations of properties 
with fixed or minimum RPI-linked rental uplifts or further rent concessions. Assuming no change in the portfolio, the 
change in rental income that was recognised on the portfolio during the current year and is expected for each of the 
next three financial years (with the German adjustment translated at the 2020 average Euro conversion rate of 
€1:£0.89) is as follows:

Fixed/minimum
uplifts

£m

Covid-19 rent
concessions

£m
Total

£m

2020 8.9 14.8 23.7
2021 7.3 7.3 14.6
2022 5.7 (1.2) 4.5
2023 4.3 (1.2) 3.1
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Property Portfolio Region Address

Values over £100 million
Alton Towers theme park Leisure Rest of England Alton, Sta�ordshire ST10 4DB
Rivers hospital Healthcare Rest of England High Wych Road, Sawbridgeworth CM21 0HH
Springfield hospital Healthcare Rest of England Lawn Lane, Springfield, Chelmsford CM1 7GU
Thorpe Park theme park Leisure Rest of England Staines Road, Chertsey KT16 8PN

Values between £50-100 million
Alton Towers hotel Leisure Rest of England Alton, Sta�ordshire ST10 4DB
Fitzwilliam hospital Healthcare Rest of England Milton Way, South Bretton, Peterborough  

PE3 9AQ
Heide Park theme park Leisure Germany 29614 Soltau, Lower Saxony, Germany
Manchester Arena, adjacent 

o�ces, parking and ancillary 
space

Leisure Rest of England Victoria Station, Manchester M3 1AR

Nightingale hospital Healthcare London 11-19 Lisson Grove, Marylebone, London  
NW1 6SH

Oaks hospital Healthcare Rest of England 120 Mile End Road, Colchester CO4 5XR
Pinehill hospital Healthcare Rest of England Benslow Lane, Hitchin SG4 9QZ
Yorkshire clinic Healthcare Rest of England Bradford Road, Bingley BD16 1TW

Values between £25-50 million
The Brewery Leisure London 52 Chiswell Street, London EC1Y 4SD
Duchy hospital Healthcare Rest of England Peventinnie Lane, Treliske, Truro TR1 3UP
Fulwood hospital Healthcare Rest of England Midgery Lane, Fulwood, Preston PR2 9SZ
Heide Park hotel Leisure Germany 29614 Soltau, Lower Saxony, Germany
Warwick Castle Leisure Rest of England Warwick CV34 4QU
West Midlands hospital Healthcare Rest of England Coleman Hill, Halesowen B63 2AH
Woodlands hospital Healthcare Rest of England Rothwell Road, Kettering NN16 8XF

Values between £10-25 million
Bath Central Travelodge Budget hotels Rest of England York Buildings, Bath BA1 2EB
Edinburgh Central Travelodge Budget hotels Scotland 33 St Mary's Street, Edinburgh EH1 1TA
London Wimbledon Travelodge Budget hotels London Epsom Road, Morden SM4 5PH
Manchester Central Travelodge Budget hotels Rest of England 11 Blackfriars Street, Salford, Manchester M3 5AL
Oaklands hospital Healthcare Rest of England 19 Lancaster Road, Salford, Manchester M6 8AQ
Oxford Peartree Travelodge Budget hotels Rest of England Woodstock Road, Yarnton, Kidlington, Oxford 

OX2 8JZ

Values between £5-10 million
Birmingham Central Travelodge Budget hotels Rest of England 230 Broad Street, Birmingham B15 1AY
Cambridge Fourwentways 

Travelodge
Budget hotels Rest of England Abington, Cambridge CB21 6AP

Dartford Travelodge Budget hotels London Charles Street, Dartford DA2 9AP
Exeter M5 Travelodge Budget hotels Rest of England Moto Service Area, M5 Motorway, Exeter  

EX2 7HF
Glasgow Central Travelodge Budget hotels Scotland 5-11 Hill Street, Glasgow G3 6RP
Heathrow Heston M4 Westbound 

Travelodge
Budget hotels London Moto Service Area, M4 Motorway, Phoenix Way, 

Heston, Hounslow TW5 9NB
London Park Royal Travelodge Budget hotels London 614 Western Avenue, London W3 0TE
Milton Keynes Central Travelodge Budget hotels Rest of England 199 Grafton Gate, Milton Keynes MK9 1AL
Nottingham Riverside Travelodge Budget hotels Rest of England Nottingham Riverside Retail Park, Tottle Road, 

Queen’s Drive, Nottingham NG2 1RT
Northampton Upton Way 

Travelodge
Budget hotels Rest of England Upton Way, Northampton NN5 4EG

Reading Central Travelodge Budget hotels Rest of England 60 Oxford Road, Reading RG1 7LT

Property Portfolio as at 10 March 2021
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Values between £2-5 million
Aberdeen Bucksburn Travelodge Budget hotels Scotland Inverurie Road, Bucksburn, Aberdeen AB21 9LZ
Alfreton Travelodge Budget hotels Rest of England Old Swanwick, Colliery Road, Alfreton, 

Swanwick DE55 1JH
Arundel Fontwell Travelodge Budget hotels Rest of England Arundel Road, Fontwell, Arundel BN18 0SB
Basildon Travelodge Budget hotels Rest of England Festival Leisure Park, Basildon SS14 3WB
Basingstoke Travelodge Budget hotels Rest of England Winchester Road, Basingstoke RG22 6HN
Bedford Arms, Southampton Leisure Rest of England 23 Bedford Place, Southampton SO15 2DB
Bedford Marston Moretaine 

Travelodge
Budget hotels Rest of England Beancroft Road, Marston Moretaine, Bedford 

MK43 0QZ
Birmingham Sutton Coldfield 

Travelodge
Budget hotels Rest of England Boldmere Road, Sutton Coldfield B73 5UP

Blue Bell Hotel, Middlesbrough Leisure Rest of England Acklam Road, Middlesbrough TS5 7HL
Bracknell Travelodge Budget hotels Rest of England London Road, Binfield, Bracknell RG42 4AA
Bradford Travelodge Budget hotels Rest of England Midpoint, Thornbury, Bradford BD3 7AY
Brentwood East Horndon 

Travelodge
Budget hotels Rest of England A127, East Horndon, Brentwood CM13 3LL

Bristol Cribbs Causeway 
Travelodge

Budget hotels Rest of England Cribbs Causeway, Bristol BS10 7TL

Bristol Severn View M48 
Travelodge

Budget hotels Rest of England Moto Service Area, M48 Motorway, Severn 
Bridge, Bristol BS35 4BH

Canterbury Whitstable Travelodge Budget hotels Rest of England Thanet Way, Faversham ME13 9EL
Chippenham Leigh Delamere M4 

Eastbound Travelodge
Budget hotels Rest of England Moto Service Area, Leigh Delamere, 

Chippenham SN14 6LB
Dorking Travelodge Budget hotels Rest of England Reigate Road, Dorking RH4 1QB
Ely Travelodge Budget hotels Rest of England Witchford Road, Ely CB6 3NN
Frimley Travelodge Budget hotels Rest of England 114 Portsmouth Road, Camberley GU15 1HS
Glasgow Paisley Road Travelodge Budget hotels Scotland 251 Paisley Road, Glasgow, G5 8RA
Great Yarmouth Acle Travelodge Budget hotels Rest of England A47 Roundabout, Acle Bypass, Acle, Norwich 

NR13 3BE
Haydock St. Helens Travelodge Budget hotels Rest of England Piele Road, Haydock, St Helens WA11 9TL
Heathrow Heston M4 Eastbound 

Travelodge
Budget hotels London Moto Service Area, M4 Motorway, Phoenix Way, 

Heston, Hounslow TW5 9NB
Hellingly Eastbourne Travelodge Budget hotels Rest of England Boship Roundabout, Hellingly, Hailsham  

BN27 4DP
Hogshead, Wolverhampton Leisure Rest of England 186 Sta�ord Street, Wolverhampton WV1 1NA
Ilminster Travelodge Budget hotels Rest of England A303 Southfield Roundabout, Horton Cross, 

Ilminster TA19 9PT
Inverness Travelodge Budget hotels Scotland Stonyfield, A96 Inverness Road, Inverness  

IV2 7PA
Kettering Thrapston Travelodge Budget hotels Rest of England Junction 13, A14 Eastbound, Thrapston  

NN14 4UR
Leeds Central Travelodge Budget hotels Rest of England Blayd's Court, Blayd’s Yard Swinegate,  

Leeds LS1 4AD
Lincoln Thorpe on the Hill 

Travelodge
Budget hotels Rest of England A46 Newark/Lincoln Road, Thorpe on the Hill 

LN6 9AJ
Liverpool Docks Travelodge Budget hotels Rest of England Brunswick Dock, Sefton Street, Liverpool  

L3 4BN
Medway M2 Travelodge Budget hotels Rest of England Moto Service Area, M2 Motorway, Rainham, 

Gillingham ME8 8PQ
Newbury Tot Hill Travelodge Budget hotels Rest of England Tot Hill Services, A34 Newbury Bypass, 

Burghclere, Newbury RG20 9BX
Oxford Wheatley Travelodge Budget hotels Rest of England London Road, Wheatley, Oxford OX33 1JL
Perth Crie� Road Travelodge Budget hotels Scotland Crie� Road, Perth PH1 3JJ
Plymouth Derriford Travelodge Budget hotels Rest of England 8-9 Howeson Lane, Plymouth PL6 8BD
Reading M4 Eastbound Travelodge Budget hotels Rest of England Moto Service Area, Burghfield, Reading  

RG30 3UQ
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Values between £2-5 million (continued)
Reading M4 Westbound 

Travelodge
Budget hotels Rest of England Moto Service Area, Burghfield, Reading  

RG30 3UQ
Reading Whitley Travelodge Budget hotels Rest of England 387 Basingstoke Road, Whitley, Reading  

RG2 0JE
Saltash Travelodge Budget hotels Rest of England Callington Road, Carkell, Saltash PL12 6LF
Slug & Lettuce, Farnham Leisure Rest of England 9–11 East Street, Farnham, GU9 7RX
Southampton Eastleigh Travelodge Budget hotels Rest of England Ham Farm, Twyford Road, Eastleigh SO50 4LF
Southampton Travelodge Budget hotels Rest of England 144 Lodge Road, Southampton SO14 6QR
Stoke Talke Travelodge Budget hotels Rest of England Newcastle Road, Talke, Stoke-on-Trent ST7 1UP
Stratford Alcester Travelodge Budget hotels Rest of England Oversley Mill, Alcester B49 6PQ
Swansea M4 Travelodge Budget hotels Wales Moto Service Area, M4 Motorway, Penllergaer, 

Swansea SA4 9GT
Towcester Silverstone Travelodge Budget hotels Rest of England A43 Towcester Bypass, Towcester NN12 6TQ
Warminster Travelodge Budget hotels Rest of England A36/A350 Bypass, Bath Road, Warminster  

BA12 7RU
Warrington Travelodge Budget hotels Rest of England Kendrick Street, Warrington WA1 1UZ
Warrington Lowton Travelodge Budget hotels Rest of England 322 Newton Road, Lowton, Warrington  

WA3 1HD
Widnes Travelodge Budget hotels Rest of England Fiddlers Ferry Road, Widnes WA8 0HA
William Gladstone, Liverpool Leisure Rest of England 18-20 North John Street, Liverpool L2 9RL
Yates’s, Preston Leisure Rest of England 144 Church Street, Preston PR1 3AB
Yeovil Podimore Travelodge Budget hotels Rest of England Podimore Services, A303, Yeovil BA22 8JG
York Hull Road Travelodge Budget hotels Rest of England Hull Road, York YO10 3LF
York Tadcaster Travelodge Budget hotels Rest of England A64, Bilbrough, York LS24 8EQ

In addition to the properties listed above, the Group owns a further 57 Travelodges in the Budget Hotels portfolio  
(four located in Scotland, one in Wales and the remainder in the Rest of England) and a further 12 pubs in the Leisure 
portfolio (one located in London, one in Scotland and the remainder in the Rest of England), each of which is valued  
at less than £2 million.

Property Portfolio as at 10 March 2021 continued
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Five Year Financial Summary

Net income summary
2020

£m
2019

£m
2018

£m
2017

£m
2016

£m

Gross rental income* 98.0 122.1 114.9 95.5 80.4
Gross profit* 96.6 120.7 114.4 95.2 80.3
Administrative expenses (17.0) (22.1) (20.6) (29.5) (21.6)
Property revaluations* (143.0) 86.3 109.1 124.8 85.0
Profit on disposal of investment properties – 53.1 0.2 – –
Other income – – – 0.2 –
Net finance costs (49.9) (83.5) (54.5) (51.8) (49.7)
Tax (0.3) (1.1) (1.1) (1.7) (1.7)

(Loss)/profit for the year (113.6) 153.4 147.5 137.2 92.3

* stated without the distorting e�ect of the Rent Smoothing Adjustments, which results in a reduction in gross rental income and gross profit while 
increasing property revaluations by the same amount in a given period

Net assets summary
2020

£m
2019

£m
2018

£m
2017

£m
2016

£m

Properties at valuation 1,946.9 2,083.1 2,306.7 1,770.2 1,641.7
Net debt (708.5) (663.6) (990.8) (878.5) (878.4)
Other net liabilities (IFRS basis) (16.9) (35.0) (34.3) (31.1) (25.9)

IFRS net assets 1,221.5 1,384.5 1,281.6 860.6 737.4
50% of deferred tax on German investment 

property revaluations 6.0 5.7 5.5 5.1 4.3
Fair value of interest rate derivatives 1.7 1.1 0.2 – –
EPRA NTA 1,229.2 1,391.3 1,287.3 865.7 741.7

Summary of key performance indicators 2020 2019 2018 2017 2016

EPRA NTA per share 379.3p 429.4p 398.7p 370.4p 323.6p
Adjusted EPRA EPS 3.5p 15.3p 14.7p 13.6p 11.3p
Total Accounting Return (8.0)% 11.8% 12.1% 18.7% 16.5%
Total Shareholder Return (27.3)% 19.4% 8.3% 18.7% 29.8%
Net LTV Ratio 36.4% 31.9% 43.0% 49.6% 53.5%
Headroom on debt covenants before any 

preventative cash cure or remedial action:
Valuation headroom before tightest LTV default 

test is triggered 32% 38% 32% 30% 26%
Rent headroom before tightest interest cover 

default test is triggered 29% 33% 32% 28% 25%
Uncommitted Cash £192.0m £234.2m £66.4m £60.6m £64.3m
Weighted Average Unexpired Lease Term 20.2 years 21.0 years 20.9 years 22.2 years 23.1 years

Portfolio 2020 2019 2018 2017 2016

Number of properties 161 161 175 81 81

Annualised returns since listing: 
IRR to 31 December 2020
Total Accounting Return 15.3% p.a.
Total Shareholder Return from 174p issue price 

at listing 12.8% p.a.
By comparison: FTSE EPRA NAREIT UK Index  

over the same period 2.8% p.a.
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Glossary

Adjusted EPRA EPS EPRA EPS adjusted to exclude non-cash and non-recurring costs, calculated  
on the basis of the time-weighted number of shares in issue

AGM Annual General Meeting
CVA Company Voluntary Arrangement, a process under UK insolvency law which  

allows a company to reschedule its debts with the consent of a specified  
majority of its creditors

Dividend Cover Adjusted EPRA EPS divided by dividends per share
EPRA European Public Real Estate Association
EPRA EPS A measure of EPS designed by EPRA to present underlying earnings from  

core operating activities
EPRA Guidance The EPRA Best Practices Recommendations Guidelines October 2019
EPRA NTA A measure of NAV designed by EPRA to present the fair value of a company  

on a long term basis. For these purposes, the Group uses EPRA Net Tangible  
Assets as defined in the EPRA Guidance

EPS Earnings per share, calculated as the profit or loss for the period after tax  
attributable to shareholders of the Company divided by the weighted average 
number of shares in issue in the period

ERV Estimated Rental Value: the independent valuers' opinion of the open market  
rent which, on the date of valuation, could reasonably be expected to be obtained  
on a new letting or rent review of a property

IFRS International Financial Reporting Standards
Investment Adviser Prestbury Investment Partners Limited or, as the context requires, its predecessor 

Prestbury Investments LLP
Investment Advisory  
Agreement

The agreement between the Company (and its subsidiaries) and the Investment 
Adviser, key terms of which are set out on pages 204 to 221 of the Secondary  
Placing Disclosure Document as modified by the amendments to the basis of  
fee calculation set out in note 25b to the financial statements

Key Operating Asset An asset where the operations conducted from the property are integral to  
the tenant’s business

LTV Loan to value: the outstanding amount of a loan as a percentage of property value
Management Team Nick Leslau, Mike Brown, Tim Evans, Sandy Gumm and Ben Walford, who are 

directors of the Investment Adviser
NAV Net asset value
Net Initial Yield Annualised net rents on an investment property as a percentage of the  

investment property valuation, less purchaser’s costs
Net Loan To Value
or Net LTV

LTV calculated on the gross loan amount less cash balances

REIT Real Estate Investment Trust
Rent Smoothing Adjustments The adjustments required to recognise any mismatch between rent received  

in the income statement and cash rent received
Running Yield The anticipated Net Initial Yield at a future date, taking account of any rent  

reviews or other changes in rent in the intervening period
Secondary Placing Disclosure 
Document

The Secondary Placing Disclosure Document dated 14 March 2016 which  
is available in the Investor Centre of the Company’s website under  
“Circulars to Shareholders/2016”

Total Accounting Return The movement in EPRA NTA over a period plus dividends paid in the period, 
expressed as a percentage of the EPRA NTA at the start of the period

Total Shareholder Return The movement in share price over a period plus dividends paid in the period, 
expressed as a percentage of the share price at the start of the period

Uncommitted Cash Cash balances not subject to fixed charges in favour of lenders, net of any  
creditors or other cash commitments at the balance sheet date

Weighted Average Unexpired 
Lease Term

The term to the first tenant break or expiry of the leases in the portfolio,  
weighted by rental value before rent concessions, also referred to as WAULT
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Company Information

Registered o�ce Cavendish House, 18 Cavendish Square, London W1G 0PJ

Directors Martin Moore, Non-Executive Chairman
Mike Brown
Leslie Ferrar, Chairman of the Audit Committee
Sandy Gumm
Jonathan Lane, Chairman of the Nominations Committee
Nick Leslau
Ian Marcus, Senior Independent Director and Chairman  
of the Remuneration Committee

Company Secretary Sandy Gumm

Investment Adviser Prestbury Investment Partners Limited
Cavendish House, 18 Cavendish Square, London W1G 0PJ

Nominated Adviser and 
Broker

Stifel Nicolaus Europe Limited
150 Cheapside, London EC2V 6ET

Auditor BDO LLP
55 Baker Street, London W1U 7EU

Property valuers CBRE Limited
St Martin’s Court, 10 Paternoster Row, London EC4M 7HP

Christie & Co
Whitefriars House, 6 Carmelite Street, London EC4Y 0BS

Derivative valuers Chatham Financial Europe Limited
12 St James’s Square, London SW1Y 4LB

Financial PR advisers FTI Consulting LLP
200 Aldersgate, Aldersgate Street, London EC1A 4HD
Email: SecureIncomeREIT@FTIconsulting.com

Registrar Link Group
10th Floor, Central Square, 29 Wellington Street, Leeds LS1 4DL

Registrar’s helpline: 0371 664 0300
Calls are charged at the standard geographic rate and will vary by provider.  
Calls outside the United Kingdom will be charged at the applicable international  
rate. The helpline is open 9.00am – 5.30pm, Monday to Friday excluding public  
holidays in England and Wales

Registrar’s email: ShareholderEnquiries@LinkGroup.co.uk

Website www.SecureIncomeREIT.co.uk

Email Enquiries@SecureIncomeREIT.co.uk
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Note on Forward Looking Information

This document includes forward looking statements which are subject to risks and uncertainties. You are cautioned  
that forward looking statements are not guarantees of future performance and that if risks and uncertainties materialise,  
or if the assumptions underlying any of these statements prove incorrect, the actual results of operations and financial 
condition of the Group may di�er materially from those made in, or suggested by, the forward looking statements. 
Other than in accordance with its legal or regulatory obligations, the Company undertakes no obligation to review, 
update or confirm expectations or estimates or to release publicly any revisions to any forward looking statements  
to reflect events that occur or circumstances that arise after 10 March 2021.
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The Company’s AGM notice appears on pages 150 and 151.

As we noted last year, with a view to reducing the impact of the Company on the environment and bearing in mind that 
the majority of our shareholders already vote electronically, the Company has opted for paperless proxy voting as the 
default option. Therefore, you will not receive a hard copy form of proxy for the AGM in the post automatically, although 
should you not wish to register the appointment of a proxy online you may still request and submit a paper proxy form. 
Details of how to appoint a proxy are outlined following the explanatory notes to the resolutions.

To reduce the amount of paper that we send into circulation and to reduce costs for the Company, the default option 
for receipt of the annual report is electronic distribution and shareholders receiving the annual report electronically will 
be notified either by post or by email when it becomes available. Any shareholder who wishes to receive a hard copy 
report will still be able to do so, at no cost. 

Explanatory notes to the AGM resolutions
Resolutions 1 to 11 are ordinary resolutions. Resolutions 12 and 13 are special resolutions. Ordinary resolutions require a 
simple majority of votes cast to be in favour in order to be passed. For a special resolution to be passed, three quarters 
or more of the votes cast must be in favour. In either case, a vote marked ‘withheld’ will not count either as a vote for  
or as a vote against the resolution.

The Directors and Management Team and their related entities, who hold in aggregate 12.5% of the Company’s issued 
share capital, intend to vote in favour of all of the resolutions.

Resolution 1: approval of the report and accounts
This is an ordinary resolution proposing that the Company’s 2020 report and audited financial statements are approved. 
The report and financial statements have been approved by the Board, and the independent auditor has issued an 
unqualified audit opinion on them.

Resolutions 2 to 8: reappointment of the Directors
While the Company’s articles of association require Directors to retire and o�er themselves for re-election every three 
years, the Board has decided that all Directors will stand for re-election annually, in line with the provisions of the UK 
Corporate Governance Code. Each appointment is dealt with in a separate resolution and brief details of the reasons  
for proposing each Director’s reappointment are set out below, together with an explanation of where further 
information about each person is presented.

All of these resolutions numbered 2 to 8 are ordinary resolutions.

Resolution 2: reappointment of Martin Moore
Martin Moore is the Chairman of the Company and a member of the Remuneration Committee and is independent of 
the Management Team. He is a Chartered Surveyor with a great depth of experience from over 40 years in the property 
sector including direct experience of investing in long lease real estate during his time at M&G Real Estate. His 
biography is on page 52.

Resolution 3: reappointment of Mike Brown
Mike Brown is a qualified surveyor with extensive experience within real estate funds and public companies from over 
37 years’ experience in real estate investing. He is Chief Executive of, and a shareholder in, the Investment Adviser and  
is therefore not an Independent Director. He is also a member of the Company’s Nominations Committee. His biography 
is on page 52.

Resolution 4: reappointment of Leslie Ferrar 
Leslie Ferrar is an Independent Director, Chairman of the Audit Committee and a member of the Remuneration 
Committee. She is a qualified accountant of over 36 years’ standing and brings a wealth of financial reporting,  
tax and governance experience to the Board. Her biography is on page 52.

Explanatory Notes Accompanying the AGM Notice
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Resolution 5: reappointment of Sandy Gumm
Sandy Gumm qualified as an accountant in 1992 and has worked in real estate finance for over 25 years. She is Chief 
Operating O�cer of, and a shareholder in, the Investment Adviser and is therefore not an Independent Director.  
She also serves as the Company Secretary. Her biography is on page 52.

Resolution 6: reappointment of Jonathan Lane
Jonathan Lane is an Independent Director, Chairman of the Nominations Committee and a member of the Audit 
Committee. He has extensive experience in real estate capital markets, mergers and acquisitions, and financing 
transactions through his career of over 40 years as an investment banker, the majority of which has been in  
specialist real estate investment banking. His biography is on page 53.

Resolution 7: reappointment of Nick Leslau
Nick Leslau is a chartered surveyor with a very long and successful track record in UK real estate investment. He has 
been chief executive or chairman of a number of public and private real estate investment companies over the past  
33 years. As Chairman and the majority shareholder of the Investment Adviser, he is not an Independent Director.  
He is also a member of the Company’s Nominations Committee. His biography is on page 53.

Resolution 8: reappointment of Ian Marcus
Ian Marcus is the Company’s Senior Independent Director, Chairman of the Remuneration Committee and a member  
of the Audit Committee. Following a career of more than 30 years as an investment banker specialising in real estate 
markets, Ian also has a great deal of relevant experience through directorships and advisory positions in various real 
estate investment and financing businesses. His biography is on page 53.

Resolutions 9 and 10: reappointment of the auditor and Directors’ authority to agree their remuneration
These ordinary resolutions propose, separately, that BDO LLP be reappointed as auditor of the Company and that the 
Directors be authorised to fix their remuneration.

The Company’s Audit Committee is responsible for the assessment of the auditor’s performance and for reviewing their 
fee arrangements and their independence. The Audit Committee’s report on the auditor, including confirmation that  
the Committee has assessed the auditor’s performance, e�ectiveness and objectivity, is included at page 70 of 
this document.

Fees payable to the auditor in respect of the years ended 31 December 2020 and 2019 are disclosed in note 7 to the 
financial statements.

Resolution 11: granting the Directors authority to allot shares in the Company
This resolution would, if passed, give the Directors a general authority to allot new shares up to a nominal value of 
£10,801,171, which is equal to approximately one-third of the issued share capital of the Company as at 10 March 2021, 
being the latest practicable date prior to the publication of this document.

The resolution will give the Directors additional authority to allot relevant securities in connection with a rights issue up 
to a further one-third of the issued share capital of the Company as at 10 March 2021, being the latest practicable date 
prior to the publication of this document, being an aggregate nominal amount of £10,801,171.

In total, the resolution will therefore allow the Directors to allot a maximum aggregate of two-thirds of the issued share 
capital of the Company.

This is an ordinary resolution and the authority will, if approved, remain in force until the conclusion of the Company’s 
next AGM or, if earlier, 19 August 2022.

Explanatory Notes Accompanying the AGM Notice 
continued
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Resolution 12: authority to make market purchases of the Company’s own shares
This special resolution proposes that the Company has the authority until the conclusion of the next AGM to buy its own 
shares on the market subject to the limitations set out in the resolution. The Company seeks this flexibility in the event 
that the Board concludes that shares can be purchased on the market on terms that are beneficial for the shareholders 
of the Company as a whole.

It is proposed that the authority is limited to 48,572,868 shares which amounts to 14.99% of the Company’s issued share 
capital as at 10 March 2021. Any shares purchased in this way cannot be purchased for less than their nominal value of 
10 pence per share, nor for more than the higher of:

(a) 5% above the average mid market quoted share price of the shares on the London Stock Exchange for the five days 
before any purchase; and 

(b) the higher of the price of the last independent trade of shares on the market and the current bid price from an 
independent bidder for a share.

This authority would expire at the conclusion of the Company’s next AGM.

Resolution 13: authority to issue shares without pre-emption in favour of existing shareholders
Other than as approved by shareholders in a general meeting, shares may only be issued for cash after first o�ering 
them to shareholders in proportion to their existing holdings – a process known as pre-emption.

The Board considers that in order to most e�ectively implement the Company’s investment strategy, it is in the interests 
of shareholders for the Company to have the authority to place shares for cash without pre-emption, subject to the 
limitations set out in the resolution. This limits the authority to 24.99% of the Company’s issued share capital as at  
10 March 2021, which would amount to 80,976,383 shares. Importantly, any shares issued under the authority proposed 
in this resolution may only be issued at or above the EPRA NAV per share of the Company. That is, shares issued under 
this authority will not be issued at a discount to EPRA NAV. This is considered appropriate as the Company’s investment 
strategy is one that will generally require an issue of shares to finance the acquisitions that are a fundamental part of the 
Company’s investment proposition.

This is a special resolution and if passed the authority would expire at the conclusion of the next AGM or, if earlier,  
on 19 August 2022.

Details of proxy appointment procedures
Appointment of a proxy online
Members may appoint a proxy online at www.SignalShares.com (the “Link Website”) by following the on-screen 
instructions, in particular at the “Proxy Voting” link, by no later than the deadline set out in note 4 of the notes to the 
AGM notice on page 152. In order to appoint a proxy using the Link Website, members will need to log into their Signal 
Shares account or register if they have not previously done so. To register members will need to identify themselves 
with their Investor Code which is detailed on their share certificate or available from our Registrar, Link Group, on Tel: 
0371 664 0300 or by emailing ShareholderEnquiries@LinkGroup.co.uk. Calls are charged at the standard geographic 
rate and will vary by provider. Calls outside the United Kingdom will be charged at the applicable international rate. 
Lines are open between 09:00 and 17:30, Monday to Friday excluding public holidays in England and Wales.

Shareholders are advised to read the terms and conditions relating to the use of this online facility before appointing  
a proxy. These terms and conditions may be viewed on the Link Website.
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Appointment of a proxy using a paper form of proxy
The Company has opted for paperless proxy voting as the default option. However, you may request a hard copy form 
of proxy directly from our Registrar, Link Group, by telephoning 0371 664 0300 or by emailing ShareholderEnquiries@
LinkGroup.co.uk. Calls are charged at the standard geographic rate and will vary by provider. Calls outside the United 
Kingdom will be charged at the applicable international rate. Lines are open between 09:00 and 17:30, Monday to 
Friday excluding public holidays in England and Wales.

To be e�ective, the completed and signed form of proxy must be lodged at PXS1, Link Group, 10th Floor, Central 
Square, 29 Wellington Street, Leeds LS1 4DL (together with any power of attorney or other authority under which  
it is signed or a notarially certified copy of such power or authority) by no later than the date set out in note 4 to  
the AGM notice on page 152.

To appoint more than one proxy using a hard copy form of proxy you may photocopy the form of proxy. Please indicate 
the proxy holder’s name and the number of shares in relation to which they are authorised to act as your proxy (which, 
in aggregate, should not exceed the number of shares held by you). Please also indicate if the proxy instruction is one  
of multiple instructions being given. If possible, all forms should be returned together in the same envelope.

Appointment of a proxy through CREST
CREST members who wish to appoint and/or give instructions to a proxy or proxies through the CREST electronic 
proxy appointment service may do so for the AGM and any adjournment(s) thereof by using the procedures described 
in the CREST Manual and by logging on to the website www.euroclear.com. CREST personal members or other CREST 
sponsored members, and those CREST members who have appointed a voting service provider(s), should refer to their 
CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST 
message (the CREST Proxy Instruction) must be properly authenticated in accordance with Euroclear UK & Ireland 
Limited’s (“Euroclear”) specifications and must contain the information required for such instructions, as described in 
the CREST Manual. The message, regardless of whether it constitutes the appointment of a proxy or is an amendment 
to the instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received 
by Link Group (ID RA10) by no later than the deadline set out in note 4 of the notes to the AGM notice on page 152.  
For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied to the 
message by the CREST Applications Host) from which Link Group is able to retrieve the message by enquiry to CREST 
in the manner prescribed by CREST. After this time, any change of instructions to proxies appointed through CREST 
should be communicated to the appointee through other means.

CREST members and, where applicable, their CREST sponsors or voting service providers should note that Euroclear 
does not make available special procedures in CREST for messages. Normal system timings and limitations will 
therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member 
concerned to take (or, if the CREST member is a CREST personal member or sponsored member or has appointed a 
voting service provider(s) to procure that his or her CREST sponsor or voting service provider(s) take(s)) such action  
as is necessary to ensure that a message is transmitted by means of the CREST system by any particular time.  
In this regard, CREST members and, where applicable, their CREST sponsors or voting service providers are referred,  
in particular, to those sections of the CREST Manual concerning practical limitations of the CREST system and timings. 
The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the 
Uncertificated Securities Regulations 2001.

Explanatory Notes Accompanying the AGM Notice 
continued
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Covid-19
At the time of issuing this report, it is not possible to hold Annual General Meetings in person. The Company Secretary 
is closely monitoring developments to determine the safest way to hold the AGM in accordance with Government and 
Public Health England guidance in place from time to time. 

The Board’s current intention is to hold the AGM at the time, date and place set out in the notice of meeting if that is 
permitted at that time. However, this might not be possible. A stock exchange announcement will be issued prior to the 
date of the AGM either to confirm the details set out in the notice of meeting or to advise the alternative arrangements, 
and that announcement will be available in the news section of the Company’s website, www.SecureIncomeREIT.co.uk. 
To enable us to hold the meeting in as safe a way as possible, we will be asking shareholders to register their attendance 
in advance of the meeting, if possible, so that we can ensure that appropriate social distancing arrangements can be 
implemented. Any shareholders wishing to attend in person, if that is permitted, should email the Company Secretary  
at Enquiries@SecureIncomeREIT.co.uk by midday on 17 May 2021. Regardless of the logistics of the meeting, the Board 
intends to consider and respond to any questions submitted to the Board in respect of the meeting and will advise 
shareholders of the process for questions to be lodged with Board in the announcement confirming the arrangements 
for the meeting. 

In order that shareholders can exercise their rights whether or not they are able to attend, and as it is important that 
shareholders cast their votes at the AGM, all shareholders are strongly encouraged to appoint the chairman of the 
meeting as a proxy in accordance with the procedure set out in these notes.
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NOTICE is hereby given that the Annual General Meeting (“AGM”) of the shareholders of the Company will be held at 
Cavendish House, 18 Cavendish Square, London W1G 0PJ on 20 May 2021 at 9.30am to consider and, if thought fit, pass 
the following resolutions, which in the case of resolutions 1 to 11 will be proposed as ordinary resolutions and in the case 
of resolutions 12 and 13 will be proposed as special resolutions:

Ordinary resolutions:
1. To receive and approve the Strategic Report, the Directors’ Report and the Financial Statements of the Company  

for the year ended 31 December 2020 together with the report of the auditor thereon.
2. To re-elect Martin Moore as a Director of the Company.
3. To re-elect Mike Brown as a Director of the Company.
4. To re-elect Leslie Ferrar as a Director of the Company.
5. To re-elect Sandy Gumm as a Director of the Company.
6. To re-elect Jonathan Lane as a Director of the Company.
7. To re-elect Nick Leslau as a Director of the Company.
8. To re-elect Ian Marcus as a Director of the Company.
9. To reappoint BDO LLP as the auditor until the conclusion of the next AGM.
10. That the Directors be authorised to fix the remuneration of the auditor.
11. That, in place of all existing authorities, the Directors be generally and unconditionally authorised in accordance  

with section 551 of the Companies Act 2006 (the “Act”) to allot:

(a) shares in the Company or grant rights to subscribe for or to convert any security into shares in the Company  
up to an aggregate nominal amount of £10,801,171; and, in addition

(b) equity securities of the Company (within the meaning of section 560 of the Act) in connection with an o�er  
of such securities by way of a rights issue up to an aggregate nominal amount of £10,801,171,

provided that this authority shall expire on 19 August 2022 or, if earlier, at the conclusion of the next Annual General 
Meeting of the Company but, in each case, so that the Company may, before expiry of the authority, make an o�er 
or agreement which would or might require shares to be allotted or rights to subscribe for or convert securities into 
shares to be granted after its expiry and the Directors may allot shares or grant rights to subscribe for or convert 
securities into shares pursuant to such an o�er or agreement as if this authority had not expired.

For the purposes of this resolution 11, “rights issue” means an o�er to:

(i) ordinary shareholders on the register on a record date fixed by the Directors in proportion (as nearly as may  
be practicable) to the respective number of shares held by them; and

(ii) holders of other equity securities if this is required by the rights of those securities or, if the Directors consider  
it necessary, as permitted by the rights of those securities,

to subscribe for further securities by means of the issue of a renounceable letter (or other negotiable document) 
which may be traded for a period before payment for the securities is due, but subject in both cases to such 
exclusions or other arrangements as the Directors may deem necessary or expedient in relation to treasury shares, 
fractional entitlements, record dates or legal, regulatory or practical problems in, or under the laws of, any territory, 
the requirements of any recognised regulatory body or stock exchange or any other matter.

Notice of Annual General Meeting
Secure Income REIT Plc (the “Company”)
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Special resolutions:
12. That the Company be generally and unconditionally authorised to make market purchases (within the meaning of 

section 693(4) of the Act) of ordinary shares of 10 pence each in the capital of the Company (“Ordinary Shares”)  
on such terms as the Directors think fit, and where such shares are held as treasury shares, the Company may use 
them for the purposes set out in Section 727 of the Act, provided that:

(a) the maximum number of Ordinary Shares hereby authorised to be purchased is 48,572,868 shares;
(b) the minimum price, exclusive of any expenses, which may be paid for an Ordinary Share is 10 pence;
(c) the maximum price, exclusive of any expenses, which may be paid for each Ordinary Share is an amount equal  

to the higher of: (a) 105% of the average of the middle market quotations for an Ordinary Share, as derived from 
the London Stock Exchange Daily O�cial List, for the five business days immediately preceding the day on which 
the Ordinary Share is purchased; and (b) an amount equal to the higher of the price of the last independent trade 
of an Ordinary Share and the highest current independent bid for an Ordinary Share on the London Stock 
Exchange; and

(d) the authority hereby conferred shall, unless previously revoked or varied, expire at the conclusion of the next 
Annual General Meeting of the Company (except in relation to the purchase of Ordinary Shares the contract for 
which was concluded before the expiry of this authority and which will or may be executed wholly or partly after 
such expiry).

13. That, subject to the passing of resolution 11 and in place of all existing authorities, the Directors be and are hereby 
empowered pursuant to section 570 of the Act to allot equity securities (within the meaning of section 560 of the 
Act) for cash, pursuant to the authority granted to them by resolution 11, and/or to sell equity securities held by the 
Company as treasury shares, in each case as if section 561 of the Act (existing shareholders’ rights of pre-emption) 
did not apply, such power to be limited to the allotment of equity securities or sale of treasury shares up to an 
aggregate nominal amount of £8,097,638 and provided that the issue price in respect of any Ordinary Shares issued 
pursuant to this authority shall not be less than the consolidated EPRA NAV per Ordinary Share. This authority shall 
expire at the conclusion of the next AGM of the Company or, if earlier, at the close of business on 19 August 2022 
but, in each case, before such expiry the Company may make o�ers and enter into agreements which would or 
might require equity securities to be allotted (and equity securities held in treasury to be sold) after the authority 
expires and the Directors may allot equity securities (and sell equity securities held in treasury) pursuant to any  
such o�er or agreement as if this authority had not expired.

Disclosure exemptions available in FRS102 
In preparing the Company’s financial statements, advantage has been taken of the disclosure exemptions available in 
FRS 102. The Company intends to continue to use these disclosure exemptions in drawing up the financial statements 
for the year ending 31 December 2021 unless objections are received from shareholders holding more than 5% of the 
shares in total.

By order of the Board

Sandy Gumm
Company Secretary
10 March 2021

544



152 Secure Income REIT Plc Annual Report 2020

Notes to the Notice of Annual General Meeting

Eligibility to vote
1. To be entitled to attend and vote at the AGM (and for the purpose of the determination by the Company of the number 

of votes they may cast), shareholders must be registered in the register of members of the Company at close of trading 
on 18 May 2021. Changes to the register of members after that date shall be disregarded in determining the rights of any 
person to attend and vote at the AGM.

Appointing a proxy
2. Every shareholder has the right to appoint some other person(s) of their choice, who need not be a shareholder, as proxy 

to exercise all or any of their rights to attend, speak and vote on their behalf at the AGM. A shareholder may appoint more 
than one proxy in relation to the AGM provided that each proxy is appointed to exercise the rights attached to a di�erent 
ordinary share or ordinary shares held by that shareholder.

3. In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the appointment 
submitted by the most senior holder will be accepted. Seniority is determined by the order in which the names of the 
joint holders appear in the Company’s register of members in respect of the joint holding (the first named being the  
most senior).

4. In order to be valid, a proxy appointment must be returned by one of the following methods:
· by completing it online using Link Group’s Signal Share portal service at www.SignalShares.com by following the 

instructions on screen and noting that you will need to select the Company and identify yourself with your personal 
Investor Code; if you have not previously registered for an account, you will need your Investor Code which is shown 
on your share certificate or, alternatively, available from the Registrar, Link Group, whose contact details appear on 
page 143.

• in hard copy form by post to Link Group, PXS 1, Link Group, Central Square, 29 Wellington Street, Leeds, LS1 4DL; 
you may also deliver a hard copy form of proxy to that address by courier or by hand during usual business hours; 
to request a hard copy form of proxy, please contact the Registrar, Link Group, directly by phoning 0371 664 0300 
(calls are charged at the standard geographic rate and will vary by provider; calls from outside the United 
Kingdom will be charged at the applicable international rate; and lines are open between 09:00 and 17:30,  
Monday to Friday excluding public holidays in England and Wales); and

• in the case of CREST members, by utilising the CREST electronic proxy appointment service in accordance  
with the procedures set out on page 148.

 In order for a proxy appointment to be valid a form of proxy must be completed. In each case the form of proxy  
must be received by Link Group at PXS 1, Link Group, Central Square, 29 Wellington Street, Leeds, LS1 4DL  
by 9:30 am on 18 May 2021.

5. In each case, in order for a proxy appointment to be valid it must be completed and be received by the Registrar,  
Link Group, by 9:30 a.m. on 18 May 2021.

6. If you return more than one proxy appointment, either by paper or electronic communication, the appointment  
received last by the Registrar before the latest time for the receipt of proxies will take precedence.

7. A vote “withheld” is not a vote in law and will not be counted in the calculation of the proportion of votes “for” and 
“against” a resolution. If no voting indication is given, your proxy will vote or abstain from voting at their discretion.  
Your proxy will vote or abstain from voting as they think fit in relation to any other matter that is put before the AGM.

Attending in person after voting by proxy
8. The completion and return of a paper proxy form, electronic filing or any CREST proxy instruction will not prevent  

you from attending in person and voting at the AGM should you decide to do so. If you attend the AGM in person,  
your proxy appointment will be terminated automatically.

Corporate shareholders
9. Any corporation which is a shareholder can appoint one or more corporate representatives who may exercise  

on its behalf all of its powers as a shareholder provided that they do not do so in relation to the same shares.

Total voting rights
10. As at 10 March 2021 (being the latest practicable day prior to the publication of this Notice), the Company’s ordinary 

issued share capital consists of 324,035,146 ordinary shares carrying one vote each. The total voting rights in the 
company at 10 March 2021 are 324,035,146.

Questions at the meeting
11. During the meeting there will be an opportunity for shareholders, proxies or corporate representatives  

to ask questions relevant to the business of the meeting.
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Secure Income REIT Plc (“SIR”) is a specialist UK REIT, investing in real estate assets 
that provide long-term rental income with upwards only inflation protection.

The Company owns a £2.1 billion portfolio at its 31 December 2019 independent 
external valuation. 161 high quality assets are let to financially strong, branded 
businesses in defensive sectors on leases with a very long 21.0 year weighted average 
unexpired term without break. 59% of passing rent is subject to upwards only 
RPI-linked reviews and 41% to fixed uplifts.

SIR has a highly experienced board, chaired by Martin Moore, and is advised by Prestbury 
Investment Partners Limited. Prestbury is owned and managed by Nick Leslau, Mike 
Brown, Tim Evans, Sandy Gumm and Ben Walford, a team with a long and successful 
track record in real estate investment and asset management and, with an investment 
worth £173.5 million in the Company (at 31 December 2019 EPRA NAV), very close 
alignment with the interests of SIR shareholders.

An investment in SIR o�ers a secure, growing income stream, strong foundations for 
sustainable capital growth and the prospect of attractive risk adjusted returns for 
shareholders over the long term.

Contents
Strategic Report
2 Highlights
4 Chairman’s Statement
6 Investment Adviser’s Report
23 Strategic Review

Governance
32 Board of Directors
34 The Investment Adviser
36 Corporate Governance Report
50 Audit Committee Report
53 Remuneration Committee Report
56 Nominations Committee Report
58 Directors’ Report

Financial Statements
60 Independent Auditors’ Report
65 Group Income Statement
66 Group Statement of Other Comprehensive Income
67 Group Statement of Changes in Equity
68 Group Balance Sheet
69 Group Cash Flow Statement
70 Notes to the Group Financial Statements
100 Company Balance Sheet
101 Company Statement of Changes in Equity
102 Notes to the Company Financial Statements

Additional Information
104 Shareholder Returns
105 Five Year Summary
106 EPRA Measures
114 Rent Smoothing Adjustments
115 Property Portfolio as at 11 March 2020
118 Glossary
119 Company Information
120 Explanatory Notes Accompanying the AGM Notice
124 Notice of Annual General Meeting

549



 1

Strategic  
Report Governance

Financial  
Statements

Additional 
Information

 Secure Income REIT Plc Annual Report 2019

“We are pleased to report another set of strong results with over £360 
million of very profitable disposals and a 7.6% rise in EPRA Net Asset 
Value per share contributing to our Total Accounting Return of 19% 
per annum since listing in 2014. Stock market volatility has returned in 
recent days prompting a flight to safety that has driven bond yields 
around the world to historic lows. Safety has rarely, if ever, been as 
expensive in o�ering such low income returns which seem unlikely to 
match the level of inflation. In this environment we strongly believe in 
the attraction of the safe, inflation-linked long term income streams 
provided by Secure Income REIT, with its properties valued at a net 
initial yield of almost 5% driving secure and growing long term 
dividends. With £234 million of uncommitted cash, net leverage at 
the Company’s lowest ever level, and with materially the longest 
leases amongst the major UK long lease REITs, we are well placed to 
both ride out any short term storms and take advantage of any 
opportunities that arise in the market.”

 Martin Moore, Chairman, 12 March 2020
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Highlights

• 7.6% growth in NAV per share and EPRA NAV per share 

• Shareholder Returns:
 – Total Shareholder Return of 19.4% in the year
 – Total Accounting Return of 11.7% in the year
 – Total Accounting Return of 19.0% per annum since listing in June 2014

• Adjusted EPRA EPS up 4.1% to 15.3p for the year

• Distributions:
 – dividends per share up 17.3% year on year to 16.3 pence per share in the year
 – Adjusted EPRA EPS distributed as a 1.01x covered dividend of 15.2 pence per share, plus 

1.1 pence per share of ‘top-up’ dividends paid out of surplus realised on hospitals sale
• Eight of the Group’s 19 private hospitals sold for gross consideration of £347 million in 

the year:
 – contract price 19% above 31 December 2018 book value
 – net debt reduced by £316 million contributing to uncommitted cash of £234 million at 

31 December 2019
 – 65% capital return and over 100% unlevered property return on the sold hospital assets 

since IPO

• Portfolio of 161 Key Operating Assets in defensive sectors:
 – like for like portfolio valuation up 4.0% over the year to £2.1 billion
 – externally valued at a blended Net Initial Yield of 4.95% 
 – like for like passing rents up 2.0% to £110.7 million
 – Running Yield within 12 months 5.08% (assuming independent external valuers’ estimates of 

RPI uplifts averaging 2.6%)
 – Weighted Average Unexpired Lease Term as at 31 December 2019 of 21.0 years with no 

breaks, up from 20.9 years at 31 December 2018
 – strong and predictable growth prospects underpinned by upwards only RPI-linked rent 

reviews (59% of passing rents) and fixed rental uplifts (41% of passing rents)

• Close Management Team alignment with shareholders through management shareholding of 
12% worth £173.5 million at 31 December 2019 EPRA NAV
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Adjusted EPRA EPS
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49.6%

2014 2015 2016 201920182017

31 December 2019 31 December 2018 Change in year

Net assets £1,384.5m £1,281.6m Up 8.0%
EPRA net assets £1,396.9m £1,292.9m Up 8.0%
EPRA net assets per share 431.1p 400.5p Up 7.6%
Net Loan To Value ratio 31.9% 43.0% Down 26%
Uncommitted cash £234.2m £66.4m Up 350%
Annualised passing rent: like for like(1) £110.7m £108.5m Up 2.0%
Portfolio blended net initial valuation yield: like for like(1) 4.95% 5.05% Down 10 bps 
Running Yield within 12 months: like for like(1),(2) 5.08% 5.16% Down 8 bps 
Weighted Average Unexpired Lease Term 21.0 years 20.9 years Up 0.5%

(1) Like for like data excludes the e�ect of sales in either period
(2) Using independent external valuers’ RPI estimates averaging 2.6%

Year to  
31 December 2019

Year to 
31 December 2018 Change in year

Total Accounting Return 11.7% 11.9% Down 1.7%
Total Shareholder Return 19.4% 8.3% Up 134%
Adjusted EPRA earnings per share 15.3p 14.7p Up 4.1%
Earnings per share 47.5p 48.9p Down 2.9%
Dividends per share 16.3p 13.9p Up 17.3%
Latest dividend per share annualised, as a percentage of EPRA NAV 3.9% 3.9% –
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Chairman’s Statement

Dear Shareholder,
Secure Income REIT listed in June 2014 with a modest market capitalisation of under £300 million, but with an ambition 
to become a sector-leading REIT by providing attractive investor returns through safe, inflation-linked upward only long 
term income streams. In our sixth annual report we are pleased to report continuing progress, with a net asset value 
that has grown to £1.4 billion whilst delivering a Total Accounting Return of 19% per annum since listing and significantly 
reducing leverage.

Results and financial position
We remain as focussed as ever on delivering attractive income and total returns to shareholders, and this year we report 
a Total Accounting Return of 11.7% and a Total Shareholder Return of 19.4%. The Group’s NAV per share at 31 December 
2019 was up 7.6% at 428.8 pence and the Group’s EPRA NAV per share was 431.1 pence, also an increase of 7.6% over 
the year.

IFRS Net Assets EPRA Net Assets

£m
Pence per 

share £m
Pence per 

share

At 1 January 2019 1,281.6 398.5 1,292.9 400.5
Investment property revaluation 75.7 23.4 86.3 26.7
Realised profits on sale of properties net of all debt repayment and other costs 23.8 7.3 23.8 7.3
Other retained earnings 55.9 15.9 46.4 12.9
Dividends paid:

Dividends covered 1:1 by earnings (49.0) (15.2) (49.0) (15.2)
Dividends paid out of surplus on sale of hospitals (3.5) (1.1) (3.5) (1.1)

At 31 December 2019 1,384.5 428.8 1,396.9 431.1

Our most significant transaction in 2019 was the £347 million sale of eight hospitals at 19% above their December 2018 
book value, highlighting the attraction of well-let long lease property. The net profit on the sale contributed 7.1 pence per 
share to the 30.6 pence per share growth in EPRA NAV, before the impact on valuation yield of the pricing achieved on 
the sale. Excluding the impact of property sales in the year, the like for like valuation increase over the year was 4.0%. 
The portfolio passing rent grew by 2.0% on a like for like basis following rent reviews on 69% of total portfolio income. 
The blended Net Initial Yield on the portfolio was 4.95% at 31 December 2019 compared to 5.05% at the start of the year.

The Group’s Adjusted EPRA EPS was 15.3 pence for the year, an increase of 4.1% over the 2018 result. The main factor 
contributing to this increase is the earnings accretion from the £436 million of portfolio acquisitions in 2018 being 
reflected for a full year. The Group’s EPS, measured on an IFRS basis without the industry standard EPRA adjustments, 
was 47.5 pence in the year compared to 48.9 pence for 2018. That figure includes the uplifts in property valuations 
recognised in each year and is explained in the table in the Investment Adviser’s Report on page 14.

These results contribute to the consistently strong returns that the Company has delivered since listing in 2014.

“With £234 million of uncommitted cash, net leverage at the 
Company’s lowest ever level, and with materially the longest leases 
amongst the major UK long lease REITs, we are well placed to both 
ride out any short term storms and take advantage of any 
opportunities that arise in the market.”
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Outlook
The relief rally following the decisive UK election result proved short-lived as the spread of the Covid-19 virus has 
precipitated sharp stock market corrections across the globe. Aside from the human tragedy, attempts to suppress its 
spread will likely also dampen global economic activity. It is unknown how far the virus might spread or the extent of the 
measures the UK Government may introduce to try to contain it. However, we do think it is safe to make the judgement 
that eventually it will pass and economic activity should revert to normal levels. In the same way, we anticipate that the 
strong branded businesses making up our tenant base, together with the Key Operating Assets that we lease to them, 
will prove just as attractive to investors once the virus has passed as they were before. Rental income should continue to 
rise along the path of inflation and therefore our earnings should not su�er the same interruption that operational 
businesses will face should events deteriorate.

In every reporting period since the Company listed, the Group’s Net Loan To Value ratio has fallen and this trend 
continued in the year, with a reduction to 31.9% at 31 December 2019. If the correction in equity markets were to fuel a 
disruption in the market for long lease property (and there are no signs of it yet) we hold £234 million of uncommitted 
cash, significantly more than our historic cash bu�er of around £60 million, which can be deployed to take advantage of 
any opportunities that arise. The current flight to safety by investors has driven bond yields around the world to historic 
lows. Safety has rarely, if ever, been as expensive in o�ering such meagre income returns, which seem unlikely to match 
the level of inflation. We believe that those investors willing to keep their nerve and focus on the medium term horizon 
have the potential to make significantly higher returns with only a modest amount of incremental risk by investing in 
secure, inflation-linked income streams such as those provided by SIR.

Martin Moore
Chairman
12 March 2020

Warwick Castle Rivers Hospital, Sawbridgeworth
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Prestbury Investment Partners Limited, the investment adviser to Secure Income REIT Plc, is pleased to report on the 
operations of the Group for the year ended 31 December 2019.

EPRA measures
We focus in this report on financial measures recommended by the European Public Real Estate Association (“EPRA”) 
to facilitate comparison with other real estate investment companies. The calculation of the EPRA measures and their 
reconciliation to the main financial statements prepared under IFRS is presented in the unaudited supplementary 
information included with these reports. The EPRA disclosures are made with reference to the guidelines currently in 
force which are those issued in 2016. With e�ect from the Company’s 2020 financial year, three new EPRA NAV 
measures will replace the EPRA NAV and EPRA Triple NAV measures that are currently recommended. We have 
included the calculation of the three new measures in the unaudited supplementary information. The analysis in this 
report uses the measures in e�ect for the 2019 year, calculated on a consistent basis with those in the 2018 accounts.

The business model
The Company is a specialist REIT investing in real estate assets that provide long term rental income with inflation 
protection. The business is financed with leverage considered by the Board to be appropriate to portfolio and wider 
market risks, with significant in-built protections intended to enhance returns for shareholders without taking undue 
borrowing risk.

The Board exercises strict asset selection criteria with a view to delivering income streams that are not just long, but 
also secure and predictable. The Board seeks to build on the Company’s existing, high quality portfolio by only sourcing 
assets with long leases let to businesses of appropriate financial strength and with inflation protected rental streams 
whether by way of fixed uplifts or RPI-linked reviews. Acquisitions should be accretive to shareholder returns and meet 
the following criteria:

i) the properties should be Key Operating Assets: properties that are essential for the tenant to carry out their business 
and generate earnings;

ii) the relevant businesses should be in defensive sectors which are likely to be more resilient to disruption from 
technology, including the internet, to economic downturn or other threats to their sustainability; and

iii) the properties should have high barriers to entry, making them di�cult to replace whether because of planning 
challenges or high replacement cost.

By meeting these tests the Board considers that tenants would be more likely to renew or extend their leases, making 
the assets less prone to obsolescence and thus preserving shareholder value.

While any acquisition is required to have a Weighted Average Unexpired Lease Term of 15 years or more, income 
longevity alone is not enough. When we and the Board consider how sustainable rental income is likely to be, we 
evaluate various aspects of income security including:

i) protections at site level, such as high residual values, alternative use value, or the profitability of a given site 
enhancing its attractiveness to alternative operators;

ii) protections relating to the tenant, including its financial strength, the sustainability of its business model, the strength 
of any restrictions relating to lease assignability and the spread of the tenant’s operations, whether that is by 
segment or geography; and

iii) protections a�orded by any lease guarantor in addition to the direct tenant, including its financial strength and 
spread of operations which add to those at site and tenant level.

Financing assets that meet the various criteria outlined above with appropriately structured debt, where interest costs 
are either entered into at a fixed rate or where interest rate risk is hedged by way of interest rate swaps or caps, means 
that returns to shareholders can be enhanced in a way that takes risk properly into account. To date all credit facilities 
have been non-recourse bilateral facilities, where the equity at risk is limited to the net assets within six ring-fenced 
subgroups. Each subgroup is self-contained, with no cross-default provisions between the six of them. In all cases, 
substantial financial covenant headroom has been negotiated into loan terms together with appropriate ‘cure’ rights 
where cash can be diverted to a security group in order to maintain covenant compliance if that becomes necessary.  
As new investments are acquired or existing facilities refinanced, the appropriateness of the financing structure is kept 
under review in order to deliver well priced borrowings while protecting shareholders’ equity.

With the Group’s debt costs largely fixed, and the running costs of the Group predominantly represented by the 
advisory fee (further explained on pages 16 and 17) which is a simple calculation on a reducing scale relative to EPRA 
NAV, the medium to long term prospects for shareholders are predictable and transparent.

Investment Adviser’s Report
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The portfolio 
The Group held 161 properties at 31 December 2019 with annual passing rent of £110.7 million and a very long Weighted 
Average Unexpired Lease Term of 21.0 years without break. With two thirds of the portfolio subject to annual rent 
reviews and the entire portfolio being subject to either fixed uplifts or upwards only RPI-linked rent reviews, the Group 
can continue to o�er long term, secure, inflation protected income streams.

Number of 
properties

Valuation
£m

Passing rent
£m

At the start of the year 175 2,306.7 125.0
Increase, net of exchange rate movements – 81.0 2.2
Hospitals portfolio disposal (8) (292.3) (15.6)
Non-core budget hotel disposals (6) (12.3) (0.9)

At the end of the year 161 2,083.1 110.7

Excluding the impact of the 2019 property sales to provide a meaningful comparison, the external portfolio valuation 
has increased by 4.0% over the year. The growth in like for like passing rent was 2.0% over the year and follows the 
completion of reviews on 69% of portfolio rents in the year.

Basis of review
The income arising on the portfolio benefits from fixed contractual rental uplifts which average 2.8% per annum on 41% 
of the income and upwards only RPI-linked rent reviews on the remaining 59% of the income. Two thirds of the rent is 
subject to annual review, underpinning the expected dividend growth for the Company.

31 December 2019
31 December 

2018

Percentage of passing rents
Reviewed 

annually

Reviewed 
three or five 

yearly
Total 

portfolio
Total 

portfolio

Upwards only RPI:
Uncapped 25% 28% 53% 47%
Collared 4% 2% 6% 5%

Total upwards only RPI linked reviews 29% 30% 59% 52%

Fixed uplifts:
Annual reviews 38% – 38% 45%
Five-yearly reviews – 3% 3% 3%

Total fixed uplifts 38% 3% 41% 48%

Total portfolio 67% 33% 100% 100%

Lease lengths
The leases on the Group’s portfolio are very long with a Weighted Average Unexpired Lease Term of 21.0 years without 
break from 31 December 2019. 97% of the portfolio has an unexpired lease term longer than 17 years without break.

Leisure Healthcare Budget hotels Total
31 Dec 

2019
31 Dec 

2018
31 Dec 

2019
31 Dec 

2018
31 Dec 

2019
31 Dec 

2018
31 Dec 

2019
31 Dec 

2018

Weighted Average Unexpired  
Lease Term (years) 22.5 21.7 17.8 18.6 22.4 23.4 21.0 20.9

During the year, the lease term for the Brewery on Chiswell Street, London, was extended, with no premium payable to 
the tenant and no change to the current passing rent of £3.4 million per annum on the property, from 12 to 37 years 
unexpired without break. From a Group perspective this added 0.7 years to the Weighted Average Unexpired Lease 
Term and the disposal of eight hospitals during the year had a further positive impact of 0.3 years.
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Lease lengths continued
The portfolio Weighted Average Unexpired Lease Term of 21.0 years is significantly longer than that of any other major 
UK REITs (defined as those with a market capitalisation in excess of £1 billion).
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No material vacancies or landlord costs
The portfolio is fully let. All occupational leases are on full repairing and insuring terms, meaning that property running 
costs are low and there is no material capital expenditure requirement.

Portfolio valuation 
The portfolio is valued by qualified independent external valuers every six months.

Leisure Healthcare Budget hotels Total

£m
Like for like 

change £m
Like for like 

change £m
Like for like 

change £m
Like for like 

change

Passing rent:
31 December 2018 45.7 50.2 29.1 125.0
Disposals – (15.6) (0.9) (16.5)
Exchange rate movement (0.3) (0.8%) – – – – (0.3) (0.3%)

Like for like 45.4 34.6 28.2 108.2
Uplifts 1.4 3.1% 1.0 2.8% 0.1 0.6% 2.5 2.3%

31 December 2019 46.8 2.3% 35.6 2.8% 28.3 0.6% 110.7 2.0%

Valuation:
31 December 2018 826.7 984.8 495.2 2,306.7
Additions – – 0.3 0.3
Disposals – (292.3) (12.3) (304.6)
Exchange rate movement (6.0) (0.8%) – – (6.0) (0.3%)

Like for like 820.7 692.5 483.2 1,996.4
Revaluation 31.2 3.8% 55.9 8.1% (0.4) 0.0% 86.7 4.3%

31 December 2019 851.9 3.0% 748.4 8.1% 482.8 0.0% 2,083.1 4.0%

Movements in portfolio rents and valuation are further explained in the following sections.

Investment Adviser’s Report continued
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The movement in valuation in the year comprises:

Year to 
31 December 

2019
£m

Year to 
31 December 

2018
£m

Investment properties at the start of the year 2,306.7 1,770.2

 Portfolio held throughout the year:
Revaluation movement at constant currency 86.7 92.1
Currency translation movements on Euro denominated investment properties (6.0) 1.2

Like for like portfolio revaluation 80.7 93.3
Hospitals portfolio disposal (292.3) –
Budget hotels disposals (12.3) (3.0)
Acquisition of freehold interest in leasehold property 0.3 –
Portfolios acquired – 446.2

Net (decrease)/increase in portfolio (223.6) 536.5

Investment properties at the end of the year 2,083.1 2,306.7

Yield profile
Leisure Healthcare Budget hotels Total

31 Dec 
2019

31 Dec 
2018

31 Dec 
2019

31 Dec 
2018

31 Dec 
2019

31 Dec 
2018

31 Dec 
2019

31 Dec 
2018

Net Initial Yield* 5.07% 5.11% 4.46% 4.78% 5.50% 5.50% 4.95% 5.05%
Running Yield within 12 months† 5.19% 5.25% 4.58% 4.82% 5.66% 5.50% 5.08% 5.16%

* the healthcare yields take no account of any uplift from an outstanding May 2018 open market review on the Ramsay hospitals, which account for 94% 
of the healthcare rents at 31 December 2019

† the leisure and budget hotels Running Yields are calculated using the independent external valuers’ estimates of RPI averaging 2.6%

Overall, the blended Net Initial Yield has fallen by ten basis points, with the healthcare yields reflecting the positive 
impact of the £347 million sale by the Group to MPT during the year.

Portfolio total rents
The Group’s principal lease counterparties, analysed by passing rent as at 31 December 2019, are as follows:

Tenant/guarantor

31 December 
2019

£m

31 December 
2018

£m

Merlin Entertainments Limited* 34.5 33.8
Ramsay Health Care Limited:

Hospitals held throughout the year 33.5 32.6
Hospitals sold in July 2019 – 15.6

Travelodge Hotels Limited:
Budget hotels held throughout the year 28.3 28.2
Budget hotels sold during the year – 0.9

SMG & SMG Europe Holdings Limited 4.0 3.8
The Brewery on Chiswell Street Limited 3.4 3.4
Orpea SA 2.1 2.0
Stonegate Pub Company Limited 2.0 2.0
Others (each below £1.4 million) 2.9 2.7

110.7 125.0

* £6.5 million (2018: £6.6 million) of the Merlin rents are Euro denominated

Further information on the principal portfolio tenants and guarantors is given within the portfolio analyses that follow.
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Leisure assets (41% of portfolio value)

Passing rents

31 December 
2019

£m

31 December 
2018

£m

UK assets 40.3 39.1
German assets (at constant Euro exchange rate) 6.5 6.3

46.8 45.4

The leisure properties comprise four well known visitor attractions let to subsidiaries of Merlin Entertainments Limited 
together with Manchester Arena, the Brewery events venue on Chiswell Street in the City of London and a portfolio of 
18 freehold high street pubs located in England and Scotland.

The Merlin assets include two of the UK’s top three theme parks, Alton Towers and Thorpe Park, together with the Alton 
Towers hotel and Warwick Castle. The German assets operated by Merlin are Heide Park theme park in Soltau, Saxony, 
which is the largest in Northern Germany, and its adjacent hotel. These assets are all held freehold and are let to 
subsidiaries of Merlin Entertainments Limited, which owns all of Merlin’s operating businesses and which is the guarantor 
of all lease obligations for these assets. Measured by the number of visitors, Merlin is Europe’s largest and the world’s 
second largest operator of leisure attractions, second only to Disney. During the year, Merlin was the subject of a 
takeover from a consortium of substantial, established, long term investors that took the business private at a price 
representing an enterprise value of some £6 billion.

The average term to expiry of the Merlin leases is 22.5 years from 31 December 2019 without break and the tenants have 
two successive rights to renew them for 35 years at the end of each term. The leases are on full repairing and insuring 
terms. There are upwards only uncapped RPI-linked rent reviews every June throughout the term (based on RPI over 
the twelve months to April each year) for the UK properties, which in 2019 resulted in a rental increase of 3.0%. The 
German properties are subject to fixed annual increases of 3.34% every July throughout the term, as a result of which 
the German rents increased from £6.3 million to £6.5 million on 30 July 2019 (translated at the 31 December 2019 
exchange rate).

Manchester Arena is a strategic site of eight acres, held long leasehold and located on top of Manchester Victoria 
Railway and Metrolink station. It comprises the UK’s largest indoor arena by capacity, some 160,000 sq ft of o�ce and 
leisure space, a multi-storey car park with approximately 1,000 spaces, and advertising hoardings. The leases on the 
Manchester site as a whole have an average term to expiry of 16.1 years from 31 December 2019 and produce net 
passing rent of £6.2 million per annum at that date.

The Arena is let to SMG and SMG Europe Holdings Limited, part of ASM Global, with 25.5 years unexpired from 
31 December 2019 without break. Rent is reviewed annually every June in line with RPI, collared between 2% and 5%, 
which in 2019 resulted in a rental increase of 2.9%. ASM Global was created by a merger of AEG Facilities and SMG and 
is the world’s largest venue management company, operating over 322 venues in 21 countries and with pro forma 
annualised revenues of $500 million. The o�ces and ancillary leisure space at Manchester Arena are let to tenants 
including Serco, Manchester City Council, Unison, JCDecaux and go-karting operator TeamSport.

The Brewery on Chiswell Street is a predominantly freehold investment let to a specialist venue operator on a full 
repairing and insuring lease. It is the largest catered event space in the City of London and is located within five minutes’ 
walk of the Moorgate entrance to the new Crossrail Station at Liverpool Street. Following the completion during the 
year of a 25 year lease extension at no cost to the Group, the lease term to expiry is now 36.5 years from 31 December 
2019. The lease terms, which were una�ected by the extension, include five-yearly fixed uplifts of 2.5% per annum 
compounded and the passing rent is £3.4 million per annum as at 31 December 2019. The next rental uplift to 
£3.8 million will take e�ect in July 2021.

The portfolio of 18 high street pubs produces passing rent of £2.0 million per annum as at 31 December 2019 and the 
leases have an average term to expiry of 20.1 years without break. Rents are subject to five-yearly RPI-linked 
increases collared between 1% and 4% per annum compounded. No rent reviews fell due on these assets during the 
financial year but the reviews in February 2020 resulted in an increase in passing rent of £0.2 million per annum 
(13.2% or 2.5% per annum compounded) and the pub portfolio rents now total £2.2 million per annum. The pubs are let 
on individual leases either to, or guaranteed by, Stonegate Pub Company Limited. Stonegate announced in July 2019 its 
recommended o�er for Ei Group Plc in a deal that placed an enterprise value of £3 billion on Ei. While some conditions 
remain to be satisfied before Stonegate’s acquisition completes, the combined group is expected to generate 
annualised EBITDA of £435 million on revenues of £1.55 billion from a 4,828 pub estate, making it the UK’s largest 
pub business.

Investment Adviser’s Report continued
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Healthcare assets (36% of portfolio value)

Passing rents

31 December 
2019

£m

31 December 
2018

£m

Ramsay hospitals held throughout the year 33.5 32.6
Ramsay hospitals sold in July 2019 – 15.6
London psychiatric hospital 2.1 2.0

35.6 50.2

The healthcare assets are 11 freehold private hospitals located throughout England and let to a subsidiary of Ramsay 
Health Care Limited, the listed Australian healthcare company, and a private psychiatric hospital in central London, held 
freehold and let to Groupe Sinoué, a French company specialising in mental health care. During the year, eight Ramsay 
hospitals were sold to the specialist US healthcare REIT Medical Properties Trust, Inc in a £347 million deal agreed in 
July 2019. The price reflected a 19% premium over the 31 December 2018 book value.

The Ramsay hospitals are let on full repairing and insuring leases with a term to expiry at 31 December 2019 of 17.4 years 
without break. The rents increase in May each year by a minimum of a fixed 2.75% per annum throughout the lease term. 
Following the May 2019 fixed uplifts, the rents on the retained hospitals portfolio increased from £32.6 million to 
£33.5 million. In addition, there is an upwards only open market review within each lease as at 3 May 2018 and then in 
May 2022 and every five years thereafter. The May 2018 open market review remains outstanding as it is subject to a 
formal arbitration process which is ongoing, and these financial statements take no account of any potential increase in 
rental income that may arise from it.

The leases on the Ramsay hospitals are all guaranteed by Ramsay Health Care Limited, the listed parent company of 
one of the top five private hospital operators in the world and a constituent of the ASX 50 index of Australia’s largest 
companies, with a market capitalisation at 10 March 2020 (and using the exchange rate on that date) of £6.5 billion.

The London psychiatric hospital is let on a full repairing and insuring lease with a term to expiry at 31 December 2019 of 
24.6 years without break. The rent increases in May each year by a fixed 3.0% per annum throughout the lease term and 
as a result increased from £2.0 million to £2.1 million on 3 May 2019. The lease is guaranteed by Orpea SA, a leading 
European operator of nursing homes, post-acute care and psychiatric care, listed on Euronext Paris with a market 
capitalisation at 10 March 2020 (and using the exchange rate on that date) of £5.8 billion.

Budget hotel assets (23% of portfolio value)

Passing rents

31 December 
2019

£m

31 December 
2018

£m

Budget hotels held throughout the year 28.3 28.2
Non-core budget hotels sold in the year – 0.9

28.3 29.1

At 31 December 2019 the Group owned 123 (2018: 129) Travelodge hotels in England, Wales and Scotland, let to 
Travelodge Hotels Limited which is the main operating company within the Travelodge group trading in the UK, Ireland 
and Spain. Travelodge is the UK’s second largest budget hotel brand, with 586 hotels and over 44,600 rooms as at 
30 September 2019.

Six budget hotels not considered core to the portfolio were sold in the year for net proceeds of £13.0 million, 
representing a gain of £0.7 million (5.7%) over 31 December 2018 book value and £1.4 million (12.3%) over their purchase 
price. During the year, the Group purchased the freehold interest of an existing leasehold hotel for £0.3 million.

The average term to expiry of the Travelodge leases is 22.4 years from 31 December 2019 with no break clauses. The 
leases are on full repairing and insuring terms and Travelodge is also responsible for the cost of any headlease payments 
and other amounts owing to the freeholders of the 52 leasehold properties. There are upwards only uncapped RPI-
linked rent reviews every five years throughout the term of each lease, with reviews falling due over a staggered pattern 
across the portfolio. Reviews on four budget hotels (4% of the portfolio by rental value) took e�ect during 2019, with 
passing rent on those assets increasing by 12.6% from £1.3 million to £1.4 million, equivalent to an average uplift of 2.4% 
per annum. The following three financial years will see a considerably higher proportion of rents subject to review, 
amounting to 22% of the 31 December 2019 passing rent in 2020, 24% in 2021, 39% in 2022 and 11% in 2023.
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Financing
The Group’s Net LTV ratio fell from 43.0% to 31.9% over the year, including the impact of the £164 million cash surplus 
generated on the hospitals portfolio disposal which completed in August 2019.

Secured 
amounts

£m

Unsecured 
amounts

£m

Regulatory 
capital

£m

Group
total

£m

Gross debt 930.7 – – 930.7
Secured cash (26.3) – (0.6) (26.9)
Free cash* (9.2) (231.0) – (240.2)

Net debt 895.2 (231.0) (0.6) 663.6

Property valuation 2,083.1 2,083.1

Net LTV 43.0% 31.9%
* free cash within secured facilities is released to parent company free cash after each quarterly interest payment date for as long as all loan covenants 

are complied with 

Key terms of the facilities are as follows:

Principal
£m

Number of 
properties 

securing loan

Maximum 
annual interest 

rate
Interest rate 

protection
Annual cash 

amortisation

Final 
repayment 

date

Merlin leisure 377.8* 6 5.7% Fixed £3.8m from
 Oct 2020†

Oct 2022

Budget hotels loan 2 66.9 70 3.3% 78% fixed 
22% capped

None April 2023

Leisure loan 2 60.0 20 3.2% 83% fixed 
17% capped

None June 2023

Budget hotels loan 1 59.0 53 2.7% Fixed None Oct 2023
Healthcare loan 1 64.2 2 4.3% Fixed £0.3m Sept 2025
Healthcare loan 2 302.8 10 5.3% Fixed £3.2m Oct 2025

Total 930.7 161 4.9%
* £316.8 million of senior and mezzanine Sterling loans and €71.8 million of senior and mezzanine Euro denominated loans translated at the year end 

exchange rate of €1:£0.85. All loan tranches within the total £377.8 million are cross-collateralised.
† amortisation in each of the years ending October 2021 and October 2022 comprises £3.2 million on the Sterling facility and €0.7 million on the Euro 

facility.

The Board ensures that interest rate risk is managed by either fixing or capping rates over the term of each loan. 
Currently, 92% of the Group’s borrowings are fixed rate facilities.

The weighted average interest cost in the year was 4.9% per annum. The fixed rate on the debt prepaid from the 
hospitals sale was 4.3% per annum which means that the Group’s weighted average cost of debt has increased 
marginally to 4.9% compared to 4.8% in 2018. Interest cover, measured for these purposes as passing rent divided by 
annualised interest cost, has remained at 2.4 times on the debt portfolio held at 31 December 2019, consistent with the 
prior year.

There have been no defaults or potential defaults in any facility during the year or since the balance sheet date. The 
extent of headroom on financial covenants at the balance sheet date is analysed in the business review on the 
following pages.
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Business review
The Board monitors the following key performance indicators, which are further commented on in this report.

Year to 
31 December 

2019

Year to 
31 December 

2018

Financial measures:
Total Accounting Return 11.7% 11.9%
Total Shareholder Return 19.4% 8.3%
Adjusted EPRA earnings per share 15.3p 14.7p
Net LTV ratio 31.9% 43.0%
Uncommitted cash £234.2m £66.4m
Other measures:
Headroom on debt covenants before any preventative cash cure or other remedial action:

Valuation headroom before tightest LTV default test is triggered 38% 32%
Rent headroom before tightest interest cover default test is triggered 33% 32%

Key performance indicator – Total Accounting Return
In measuring progress towards the Board’s objective to deliver attractive and sustainable shareholder returns, both Total 
Accounting Return (the movement in EPRA NAV per share plus dividends) and Total Shareholder Return (the share price 
movement plus dividends) are monitored. The principal focus for the Board is on Total Accounting Return as the Total 
Shareholder Return, while important, is also subject to wider market fluctuations not necessarily related to the Group itself.

The movements in net asset value reported under IFRS in the consolidated balance sheet and the calculation of Total 
Accounting Return on that basis are as follows:

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

NAV at the start of the year 1,281.6 398.5 860.6 373.3
Investment property revaluation* 75.7 23.4 98.2 30.3

 Profit on disposal of investment properties 53.1 16.4 0.2 –
 Cost of early repayment of debt (29.3) (9.1) – –

Net contribution from disposals 23.8 7.3 0.2 –
Rental income * less administrative expenses, finance costs 

and tax 57.9 18.0 53.7 17.9
Dividends paid (52.5) (16.3) (41.4) (13.9)
Currency translation movements (2.0) (0.6) 0.5 0.2
Dilution from shares issued in settlement of previous year’s 

incentive fee – (1.5) – (7.3)
March 2018 share placing net of costs – – 309.8 (2.0)

NAV at the end of the year 1,384.5 428.8 1,281.6 398.5

Growth in NAV 102.9 30.3 106.6 25.2
Dividends paid 52.5 16.3 41.4 13.9

IFRS Total Accounting Return 155.4 46.6 148.0 39.1

IFRS Total Accounting Return – percentage 11.7% 10.5%

* including £10.5 million or 3.2 pence (2018: £10.9 million or 3.7 pence) of Rent Smoothing Adjustments.

The industry standard EPRA NAV measure takes IFRS net asset value and excludes items that are considered to have 
no relevance to the assessment of long term performance. Consistent with the EPRA Guidance, the Group’s reported 
IFRS NAV is adjusted to exclude deferred tax on investment property revaluations (in this case relating to the German 
assets) and fair value movements on derivatives. EPRA NAV and EPRA NAV per share is reconciled to net asset value 
measured in accordance with IFRS in note 24 to the financial statements.

The Group’s EPRA NAV per share at 31 December 2019 was 431.1 pence, up 7.6% over the year. The 30.6 pence per 
share uplift, together with dividends of 16.3 pence per share, results in a Total Accounting Return over the year of 11.7%.
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Key performance indicator – Total Accounting Return continued

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

EPRA NAV at the start of the year 1,292.9 400.5 870.8 370.4
Investment property revaluation* 86.3 26.7 109.1 33.9

 Profit on disposal of investment properties 53.1 16.4 0.2 –
 Cost of early repayment of debt (29.3) (9.1) – –

Net contribution from disposals 23.8 7.3 0.2 –
Rental income * less administrative expenses, finance costs and 

current tax 49.3 15.4 44.2 14.7
Dividends paid (52.5) (16.3) (41.4) (13.9)
Incentive fee: 0.4% (2018: 0.4%) dilution from shares to be issued (0.3) (1.7) (0.4) (1.6)
Currency translation movements (2.6) (0.8) 0.6 0.2
March 2018 share placing net of costs – – 309.8 (3.2)

EPRA NAV at the end of the year 1,396.9 431.1 1,292.9 400.5

Growth in EPRA NAV 104.0 30.6 106.6 30.1
Dividends paid 52.5 16.3 41.4 13.9

Total Accounting Return 156.5 46.9 148.0 44.0

Total Accounting Return – percentage 11.7% 11.9%

* adjusted by £10.5 million or 3.2 pence (2018: £10.9 million or 3.7 pence) of Rent Smoothing Adjustments.

The Total Shareholder Return is calculated as:

Year to 
31 December 

2019
Pence per 

share 

Year to 
31 December 

2018
Pence per 

share

Share price at the end of the year 434.0 377.0
Share price at the start of the year (377.0) (360.8)

Increase in the year 57.0 16.2
Dividends paid 16.3 13.9

Total Shareholder Return 73.3 30.1

Total Shareholder Return – percentage 19.4% 8.3%

Key performance indicator – Adjusted EPRA earnings per share
The calculation of basic and diluted EPS under IFRS, as reported in the financial statements, is shown below.

Basic and diluted EPS (IFRS basis)

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings 131.4 40.7 125.3 41.6
Investment property revaluation 75.7 23.4 98.2 32.6
Profit on disposal of investment properties 53.1 16.4 0.2 0.1
Cost of early repayment of debt (29.3) (9.1) – –
Net finance costs (54.2) (16.7) (54.5) (18.1)
Administrative expenses (16.9) (5.2) (15.3) (5.1)
Incentive fee and irrecoverable VAT thereon (5.3) (1.6) (5.3) (1.8)
Tax charge (1.1) (0.4) (1.1) (0.4)

Basic earnings 153.4 47.5 147.5 48.9

Diluted earnings 47.3 48.7

Investment Adviser’s Report continued
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The IFRS earnings measure includes unrealised property revaluations, gains or losses on property disposals and certain 
other factors which are considered to distort an assessment of underlying long term performance and which are 
therefore excluded from the EPRA measure of earnings.

A further element of the IFRS calculations considered to have a distorting e�ect on Dividend Cover is the impact of the 
weighting of share issues where they relate to incentive fee payments. The Group’s basic and diluted EPS, calculated in 
accordance with IFRS, must be calculated on the assumption that any shares issued in settlement of an incentive fee are 
treated as having been issued on the first day of the year, regardless of when they are actually issued. As a result, basic 
EPS for 2019, for example, is calculated on the basis that the 1.3 million shares issued in March 2019 in settlement of the 
2018 incentive fee were in issue for the whole year, artificially reducing EPS. The calculation of diluted EPS for 2019 
under the IFRS rules also includes the 1.2 million shares not yet issued in settlement of the 2019 incentive fee as if they 
had been issued, creating a further artificial reduction.

There are also certain items within EPRA earnings which create a material disconnect for the Company between the 
calculated EPRA earnings and the Group’s funds from operations available for the payment of dividends, principally 
the Rent Smoothing Adjustments and the incentive fees paid in shares. The Board considers that including these 
items results in both IFRS earnings and EPRA earnings being an unreliable basis for calculating the Company’s 
Dividend Cover.

A further measure, Adjusted EPRA EPS, is therefore presented, both for comparison of the performance of the Group 
from year to year and with its peer group and to avoid distortions in the per share figures which in turn would result in 
unreliable measures of Dividend Cover.

The Company’s dividend policy is to distribute Adjusted EPRA earnings through payment of a fully covered cash 
dividend, paid quarterly. In addition to that fully covered distribution, the Board intends, for as long as the surplus 
proceeds of the hospitals portfolio disposal are not fully deployed or returned to shareholders, to top up the dividend to 
the extent that Adjusted EPRA EPS was reduced by that disposal. The annualised reduction in earnings as a result of 
the sale is 2.7 pence per share and the impact on the results for the year ended 31 December 2019 for the four and a 
half months following the sale of the properties was 1.1 pence per share.

Adjusted EPRA EPS is derived from EPRA EPS by:

• removing the Rent Smoothing Adjustments from rental income;
• excluding any significant non-recurring costs;
• excluding the charge for the incentive fee, on the basis that it is a non-cash payment and considered to be linked to 

revaluation movements and therefore best treated consistently with revaluations; and
• calculating the weighted average number of shares to reflect the actual dates on which shares are issued.

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings 129.7 40.1 124.1 41.3
Net finance costs (52.5) (16.3) (53.3) (17.6)
Administrative expenses (16.9) (5.2) (15.3) (5.1)
Incentive fee (including irrecoverable VAT) (5.3) (1.6) (5.3) (1.8)
Tax charge (0.4) (0.1) (0.3) (0.2)

EPRA earnings 54.6 16.9 49.9 16.6
Rent Smoothing Adjustments (10.5) (3.2) (10.9) (3.6)
Incentive fee 5.3 1.6 5.3 1.8
Adjustment for weighted average number of shares – – – (0.1)

Adjusted EPRA earnings 49.4 15.3 44.3 14.7

Adjusted EPRA EPS is reconciled to basic EPS in note 11 to the financial statements. We show below the analysis of the 
Adjusted EPRA earnings in the year in order to demonstrate where the adjusting items take e�ect.
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Key performance indicator – Adjusted EPRA earnings per share continued

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

Rental income net of property outgoings:
 Portfolio owned throughout the year 83.5 25.9 82.2 27.2
 Acquisitions April and July 2018 25.9 8.0 15.5 5.3
 Hospitals sold August 2019 9.8 3.0 15.4 5.2
Net finance costs:
 Facilities drawn throughout the year (44.3) (13.8) (44.2) (14.7)
 Loans drawn down April and July 2018 (4.7) (1.4) (2.7) (0.9)
 Healthcare loan prepaid August 2019 (4.2) (1.3) (6.7) (2.2)
 Finance income 0.7 0.2 0.4 0.1
Administrative expenses (16.9) (5.2) (15.3) (5.1)
Tax charge (0.4) (0.1) (0.3) (0.1)
Adjustment for weighted average number of shares – – – (0.1)

Adjusted EPRA earnings 49.4 15.3 44.3 14.7

The key components of the Group’s earnings are its rental income, administrative expenses and finance costs. An 
analysis of the Group’s rental income is included in the portfolio review earlier in this report and the other components 
of earnings are analysed below.

Property outgoings in the year to 31 December 2019 include £0.4 million of costs relating to ongoing but as yet 
unsettled rent reviews, and £0.2 million relating to a feasibility study for a capital project which has not proceeded (and 
might not proceed). These are not recurring costs but are included within costs for the purpose of calculating Adjusted 
EPRA earnings.

Adjusted EPRA EPS: administrative expenses
The Group’s administrative expenses for the year are the same under the IFRS and the EPRA measures, while Adjusted 
EPRA EPS excludes any incentive fees which are payable in shares.

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

Advisory fees 14.7 4.6 13.3 4.4
Other recurring administrative expenses 1.6 0.4 1.5 0.5
Corporate costs 0.6 0.2 0.5 0.2

Recurring administrative expenses 16.9 5.2 15.3 5.1
Incentive fee payable in shares 4.9 1.5 4.9 1.7
VAT on incentive fee, payable in cash 0.4 0.1 0.4 0.1

Total administrative expenses 22.2 6.8 20.6 6.9

Because VAT cannot be applied to the rents on the Healthcare assets, there is an element of irrecoverable VAT incurred 
on the Group’s running costs which is included within each relevant line item in the table above. The proportion of 
disallowed VAT on administrative expenses averaged 26% during the year and was 30% as at 31 December 2019.

As an externally managed business, the majority of the Group’s overheads are covered by the advisory fees paid to the 
Investment Adviser, which meets o�ce running costs, administrative expenses and remuneration for the whole 
management and support team out of those fees. The basis of calculating the advisory fees is explained in note 26 to 
the financial statements. In summary, the fees are calculated on a reducing scale based on the Group’s EPRA NAV, at:

• 1.25% per annum on EPRA NAV up to £500 million; plus
• 1.0% on EPRA NAV from £500 million to £1 billion; plus
• 0.75% on EPRA NAV from £1 billion to £1.5 billion: plus
• 0.5% thereafter.
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In February 2020 the Independent Directors approved a proposal made by the Investment Adviser to exclude the 
surplus cash on the hospitals portfolio disposal from the advisory fee calculation. With e�ect from 1 April 2020, for the 
purposes of calculating the advisory fee only, EPRA NAV will exclude the balance of that surplus cash to the extent that 
those funds have not been:

• deployed in topping up the dividends to replace the net income on the sold hospitals;
• invested in acquisitions;
• used for liability management; or 
• returned to shareholders.

The current annualised saving as a result of this change is estimated at £1.2 million. The surplus cash realised on the 
disposal was £164 million. Prior to the balance sheet date, £3.5 million was applied in dividend top ups resulting in a 
balance of the surplus at 31 December 2019 of £160.5 million, and since then a further £2.2 million has been applied in 
dividend top-up with the balance of £158.3 million available to be deployed at 11 March 2020.

The advisory fee for the year amounted to £13.8 million plus irrecoverable VAT of £0.9 million (2018: £12.2 million plus 
irrecoverable VAT totalling £1.1 million). If there were no change in EPRA NAV in the 2020 financial year and assuming 
that surplus cash is not deployed other than for the dividend top-up, the advisory fee for 2020 would be £13.4 million 
plus VAT.

The management contract between the Company and the Investment Adviser has a term through to December 2025 
and will be subject to its next review by the Remuneration Committee in December 2022. There are no renewal rights or 
payments at the time of expiry. Any payments triggered by a change of control of the Company are limited to four 
times the most recent quarterly fee at the time any such change occurs which is the maximum amount payable on any 
form of termination of the contract.

The other recurring administrative expenses are principally professional fees, including the costs of independent 
external property valuations, external trustee and administration costs, tax compliance fees and audit fees, which 
are largely billed directly to subsidiary undertakings. Fees paid to the auditors are disclosed in note 8 to the 
financial statements.

Corporate costs are those costs necessarily incurred as a result of the Company being listed and comprise:

• fees payable to the four Independent Directors amounting to £0.2 million in the year (2018: £0.2 million), with the 
other three Directors being shareholders in the Investment Adviser who receive no directors’ fees from the Company; 
and

• other costs of being listed, such as the fees of the nominated adviser required under the AIM Rules, registrars’ fees 
and AIM fees, which together totalled £0.4 million (2018: £0.3 million) in the year.

If the Total Accounting Return to investors over a financial year, as set out in the audited accounts, exceeds a compound 
growth rate of 10% per annum above the EPRA NAV per share the last time any incentive fee was paid, the Investment 
Adviser earns an incentive fee amounting to 20% of any surplus above that priority return to shareholders, subject to a 
cap of 5% of EPRA NAV (other than in the event of a sale of the business, where an incentive fee would not be capped). 
Any such fee is payable in shares which are not permitted to be sold, save in certain limited circumstances, for a period 
of between 18 and 42 months following the end of the year for which they were earned.

Having adjusted for dividends paid in the year, the benchmark EPRA NAV per share for the year ended 31 December 
2019 was 425.1 pence. As explained in note 26 to the financial statements, shareholder returns for the year were in 
excess of the benchmark so the Investment Adviser has earned a fee of £4.9 million plus VAT in respect of the year. The 
fee payment will be satisfied by the issue of approximately 1.2 million shares, expected to occur in March 2020.
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Adjusted EPRA EPS: net finance costs

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

Interest on secured debt facilities:

Outstanding throughout the year 42.1 13.0 42.2 14.0
Repaid in August 2019 4.1 1.3 6.7 2.2
Drawn in the prior year 4.1 1.3 2.4 0.8

50.3 15.6 51.3 17.0
Amortisation of costs of arranging facilities (non-cash):

Routine amortisation over loan term 2.4 0.7 2.2 0.7
Accelerated amortisation on prepayment from property sales 1.4 0.5 – –

3.8 1.2 2.2 0.7
Interest charge on headlease liabilities 1.7 0.4 1.2 0.4
Loan agency fees and other lenders’ costs 0.5 0.2 0.2 0.1
Interest income on cash and cash equivalents (0.7) (0.2) (0.4) (0.1)

Net finance costs for the year (IFRS basis) 55.6 17.2 54.5 18.1
Accelerated amortisation on prepayment from property sales (1.4) (0.5) – –

Net finance costs for the year (EPRA basis) 54.2 16.7 54.5 18.1
Reclassification of interest charge on headlease liabilities 

against revenue* (1.7) (0.4) (1.2) (0.4)
Adjustment for weighted average number of shares – – – (0.1)

Net finance costs for the year (Adjusted EPRA basis) 52.5 16.3 53.3 17.6

* headlease interest is reclassified against rental income net of property outgoings in Adjusted EPRA EPS.

The nature and principal terms of the Group’s loan facilities are explained in the Financing section earlier in this report.

Adjusted EPRA EPS: Tax
The Group is a UK Group REIT, so its rental operations, which make up the majority of the Group’s earnings, are exempt 
from UK corporation tax, subject to the Group’s continuing compliance with the UK REIT rules. The Group is otherwise 
subject to UK corporation tax on any net income not arising from its rental operations.

Tax is payable on the Group’s German rental operations at an e�ective tax rate in the year of 15% (2018: 15%), resulting  
in a tax charge of £0.3 million (2018: £0.3 million). The balance sheet includes a deferred tax liability of £11.3 million 
(2018: £11.1 million) relating to unrealised German capital gains tax on the German properties, which would only be 
crystallised on a sale of those assets. There are no plans at present to sell these assets, so the deferred tax is not 
currently expected to be crystallised.

On an IFRS basis, the current tax charge and the movement in deferred tax result in a net tax charge of £1.1 million 
(2018: £1.1 million). Deferred tax is excluded from Adjusted EPRA EPS as shown in note 11 to the financial statements.

Investment Adviser’s Report continued
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Adjusted EPRA EPS: Currency translation
95% by value of the Group’s property assets are located in the UK and the financial statements are therefore presented 
in Sterling. 3.5% (2018: 3.7%) of the Group’s EPRA NAV comprises assets and liabilities relating to properties located in 
Germany, valued in and generating net earnings in Euros. Exposure to currency fluctuations is partially hedged through 
assets, liabilities, rental income and interest costs being Euro denominated. The Group remains exposed to currency 
translation di�erences on the net results and net assets of these unhedged operations. Foreign currency movements 
are recognised in the statement of other comprehensive income.

The German properties are valued at €129.7 million as at 31 December 2019 (2018: €125.5 million), with the Euro 
denominated secured debt amounting to €71.8 million (2018: €71.8 million). The Euro weakened against Sterling over the 
year by c. 5% and as a result there was a net currency translation loss of £2.0 million (2018: gain of £0.5 million) on an 
IFRS basis. The deferred tax liability is excluded from EPRA NAV and as a result a further currency translation loss of 
£0.6 million arises in the movement in EPRA NAV in relation to the German operations (2018: gain of £0.1 million).

Key performance indicator – Net LTV ratio
The Board structures debt facilities with a view to maintaining a capital structure that will enhance shareholder returns 
while withstanding a range of market conditions. During the year, the Group’s Net LTV fell from 43.0% to 31.9% which 
reflects the impact of the retention of the cash surplus on the hospitals portfolio disposal, which was initially £164.0 
million and which stood at £160.5 million at 31 December 2019, together with the impact of £80.7 million of property 
valuation uplifts. While the Net LTV ratio is one indicator of borrowing risk it is not the complete picture and the Board 
always considers it in conjunction with a wider assessment of headroom and financial covenants within debt facilities 
and the security of portfolio rental income.

Key performance indicator – headroom on debt covenants
The Board’s approach to managing the Group’s capital structure includes ensuring that the risk of any breach of 
covenants within secured debt facilities is carefully monitored on a range of scenarios and, within a realistic range of 
outcomes, with stress tested scenarios able to be managed. This includes structuring facilities to ring-fence the extent 
to which the Group’s assets are at risk, ensuring that levels of headroom over financial covenants are appropriate and 
maintaining a level of uncommitted cash to apply in curing debt defaults in the event that it is needed.

When evaluating the appropriateness of the level of secured debt, the Board has regard to the unusual nature of the 
Group’s income streams, specifically that all of the occupational leases are significantly longer than conventional UK real 
estate leases and that the Group’s rental income increases annually, as a result of the annual minimum fixed rental uplifts 
on 38% of portfolio income, with a further 3% subject to three or five yearly uplifts and the additional prospect of 
increases from the upwards only RPI-linked reviews on the rest of the portfolio. Overall, two thirds of the portfolio rents 
are subject to annual review with the remainder subject to three or five yearly reviews. This structure gives rise to 
predictable improvements in interest cover and a naturally deleveraging debt profile on the assumption of constant 
valuation yields.

The Board reviews the headroom on all financial covenants at least quarterly, including stress tested scenarios. The 
headroom on key financial covenants at 31 December 2019 is summarised below, including the Net Initial Yield, the fall in 
valuation or the fall in rent that would trigger a breach of the relevant covenant at the first test date after the balance 
sheet date, before any preventative or remedial actions were taken. Defensive actions could include utilising any of the 
Group’s significant uncommitted cash of £234.2 million as at 31 December 2019 and which is further explained in the 
following section.
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Key performance indicator – headroom on debt covenants continued
Scenarios before any remedial action

Actual Covenant

Net Initial 
Yield 

triggering 
LTV test

Valuation fall 
before LTV 

test triggered

Rental 
fall before 

interest cover 
test triggered

Leisure facility 
(£377.8 million loans at 31 December 2019)

Cash trap LTV test (1% per annum loan amortisation 
if triggered) 58% <80% 6.9% 28%

Cash trap LTV test (full cash sweep if triggered) 58% <85% 7.3% 32%

Healthcare facility 
(£302.8 million loan at 31 December 2019)

Cash trap LTV test (full cash sweep if triggered) 50% <74% 6.6% 33%
LTV test 50% <80% 7.1% 38%
Cash trap projected interest cover test (full cash 

sweep if triggered) 185% >140% 24%
Projected interest cover test 185% >120% 35%

Budget hotels facility 
(£66.9 million loan at 31 December 2019)

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 27% <40% 8.3% 33%

Cash trap LTV test (full cash sweep if triggered) 27% <45% 9.4% 41%
LTV test 27% <50% 10.4% 46%
Cash trap projected interest cover test (full cash 

sweep if triggered) 654% >300% 54%
Projected interest cover test 654% >250% 62%

Healthcare facility 
(£64.2 million loan at 31 December 2019)

LTV test 45% <80% 8.0% 44%
Cash trap projected debt service cover test (full 

cash sweep if triggered) 217% >150% 31%
Projected debt service cover test 217% >125% 42%

Leisure facility 
(£60.0 million loan at 31 December 2019)

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 30% <40% 7.2% 24%

Cash trap LTV test (full cash sweep if triggered) 30% <45% 8.1% 32%
LTV test 30% <50% 9.0% 39%
Projected interest cover test 520% >150% 71%

Budget hotels facility 
(£59.0 million loan at 31 December 2019)

Partial cash trap LTV test (50% of surplus cash 
swept to lender if triggered) 25% <40% 8.9% 38%

Cash trap LTV test (full cash sweep if triggered) 25% <45% 10.0% 45%
LTV test 25% <50% 11.1% 51%
Cash trap projected interest cover test (full cash 

sweep if triggered) 867% >300% 65%
Projected interest cover test 867% >250% 71%

Investment Adviser’s Report continued
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Key performance indicator – uncommitted cash
The ability to prevent or mitigate debt covenant breaches is an important part of the Board’s leverage strategy. 
Headroom considered appropriate to the business has been negotiated on all financial covenants together with certain 
contractual cure rights, including the ability to inject cash (subject to some limitations as to the frequency and duration 
of cash cures) into ring-fenced financing structures in the event of actual or prospective breaches of financial 
covenants. The Board regularly monitors the Group’s levels of uncommitted cash, which are the cash balances outside 
ring-fenced structures secured to lenders, net of any creditors or other cash commitments at the balance sheet date 
and excluding any capital required to be retained under the AIFMD regulatory capital rules.

The Group’s uncommitted cash was £234.2 million as at 31 December 2019, up from £66.4 million as at 31 December 
2018, having increased largely as a result of the £164.0 million cash surplus realised on the sale of the hospitals portfolio 
which completed in August 2019. The Board has committed to topping up the Company’s quarterly dividends to the 
extent that Adjusted EPRA EPS, and therefore dividends, have been reduced as a result of the hospitals portfolio 
disposal and not compensated by way of acquisitions or liability management. The top-up currently amounts to an 
annualised 2.7 pence per share, or £8.7 million per annum, and this sum will reduce the uncommitted cash balance for 
as long as the surplus cash has not been deployed. The surplus cash balance stands at £160.5 million at 31 December 
2019 and, since the balance sheet date, £2.2 million has been applied in topping up the January 2020 dividend. The 
amounts that may be applied in future dividend top-ups have not been excluded from uncommitted cash on the basis 
that the extent of the surplus over time is not known with certainty. The current annualised top-up payment amounts to 
less than 4% of the total uncommitted cash balance.

Cash flow
The business is structured to provide an e�cient flow through of net rental income to the payment of dividends. Rents 
are predictable, financing costs are in the main fixed and the majority of operating costs are represented by the 
advisory fees which are transparently calculated relative to EPRA NAV.

Year to 31 December 2019 Year to 31 December 2018

£m
Pence per 

share £m
Pence per 

share

Cash from operating activities 100.7 31.2 110.9 36.7
Net interest and finance costs paid (52.9) (16.4) (51.6) (17.2)
Tax paid (0.2) (0.1) (0.2) (0.1)

47.6 14.7 59.1 19.4
Dividends paid (52.5) (16.3) (41.4) (13.9)

(4.9) (1.6) 17.7 5.5

 Disposal of investment properties 357.8 110.8 0.4 0.1
 Repayment of secured debt from sale proceeds, including costs (155.2) (48.1) – –
 Cost of early repayment of debt (27.9) (8.6) – –

Net property disposals 174.7 54.1 0.4 0.1

 Issue of ordinary shares, net of costs – – 309.8 96.3
 Loans drawn down, net of costs – – 126.0 39.2
 Acquisition of investment properties (0.3) (0.1) (436.8) (135.8)

Net property acquisitions (0.3) (0.1) (1.0) (0.3)
Scheduled amortisation of secured debt (4.0) (1.2) (4.2) (1.4)

Cash flow in the year 165.5 51.2 12.9 3.9
Cash at the start of the year 101.7 31.6 88.8 38.5
Currency translation movements (0.1) – – –
Dilution from incentive fee share issues – (0.1) – (0.8)
Dilution from March 2018 share issue – – – (10.0)

Cash at the end of the year 267.1 82.7 101.7 31.6
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Cash flow continued
The Group’s investment properties are let on full repairing and insuring terms, with each tenant obliged to keep the 
premises in good and substantial repair and condition, including rebuilding, reinstating, renewing or replacing premises 
where necessary. Consequently, no material unrecovered capital expenditure, property maintenance or insurance costs 
have been incurred in the year and it is not currently expected that material costs of that nature will be incurred on the 
portfolio as it stands at 31 December 2019. Risks to future cash flows are summarised in the Principal Risks and 
Uncertainties section of the Strategic Review.

Nick Leslau
Chairman, Prestbury Investment Partners Limited
12 March 2020

Investment Adviser’s Report continued
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Strategy and investment policy
Strategy
Against a backdrop of a significant reduction in income security in the UK real estate market, caused by a marked 
decline in the average term to first tenant lease break or expiry, and mindful of the requirement amongst investors for 
long term, secure income flows, the Board aims to further build on the Group’s existing portfolio of Key Operating 
Assets to create a substantial diversified long term income portfolio providing stable and growing income and capital 
returns for its shareholders. The Board defines a long term income stream as one with a Weighted Average Unexpired 
Lease Term in excess of 15 years at the time of acquisition, and income security is assessed by reference either to the 
financial strength of the tenants or to the extent of asset cover provided by way of residual asset value.

The Board believes that the Company o�ers attractive geared returns from high quality real estate, with financially 
strong tenants operating with well established brands in industry sectors with strong defensive characteristics. An 
important characteristic of the portfolio is that assets acquired are Key Operating Assets, meaning they are business 
critical from the tenant’s perspective. In that way, rental security is more certain as the asset in question forms an 
essential part of the value of the tenant’s own business and the tenants are strongly motivated to continue to invest in 
the assets.

The Board’s intention is for the Group to continue to hold a diversified portfolio of long term, secure income streams 
from real estate investments across a range of property sectors, enhancing prospects for attractive total returns both 
from the existing portfolio and when appropriate through earnings accretive acquisitions.

The Board believes that it will be able to deliver return-enhancing deals in the interests of all shareholders. This could 
include further acquisition opportunities from a range of sources including operating businesses, non-REITs with latent 
capital gains fettering sale prospects, and opportunities where the Company’s shares may be used as currency to 
unlock value. Acquisitions should be accretive to shareholder returns and will be financed with modest leverage and 
non-dilutive equity issues.

Investment policy
The Company invests in long term, secure income streams from real estate investments. A long term income stream is 
considered to be one with (or a portfolio with) a Weighted Average Unexpired Lease Term in excess of 15 years at the 
time of acquisition. Security of income is assessed with reference to both the extent of rent cover from underlying 
earnings, the credit strength of tenants and (where relevant) guarantors and the reversionary potential of the assets.

The portfolio is considered by the Board to o�er attractive geared returns from high quality real estate, with financially 
strong tenants which have well established brands in industry sectors with strong defensive characteristics. The Board 
proposes to build on this strong foundation by seeking to:

• diversify sources of income and enhance prospects for attractive Total Shareholder Returns through acquisitions; and
• manage the Company’s capital structure in order to enhance income returns for investors whilst maintaining 

discipline over net debt levels.

The Group’s business model is explained in the Investment Adviser’s Report on page 6.

Strategic Review
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Key performance indicators
In order to oversee the successful delivery of the investment strategy, the Board regularly monitors the following key 
performance indicators which are reported on in the Investment Adviser’s quarterly reports to the Board, and more 
frequently if appropriate:

• Total Accounting Return and Total Shareholder Return
• Adjusted EPRA EPS
• Net LTV Ratio
• Headroom on debt covenants
• Uncommitted cash

Each of these is reported on in the Investment Adviser’s Report.

Corporate responsibility
The Board is mindful of its responsibilities to all of its stakeholders, including the wider community, when it takes 
decisions in setting and implementing the Company’s strategy.

Diversity
The Board is committed to fairness and to encouraging diversity on the Board and in its operations, including 
prevention of any forms of discrimination under the terms of the Equality Act 2010.

The terms of reference of the Nominations Committee include a requirement for the Committee to regularly review the 
structure, size and composition of the Board including the skills, knowledge, experience and diversity of the Directors 
and the Committee’s report includes commentary on its work in this respect. The Corporate Governance Report 
includes details of the composition of the Board, including a description of the balance of skills, experience and gender 
on the Board.

As an externally managed business, no Group company has any employees and therefore the Group does not report on 
gender balance or the gender pay gap, nor on recruitment policies or procedures for employees. The Board has, 
however, satisfied itself with the appropriateness of the Investment Adviser’s approach to fairness and equality in its 
own operations. The Investment Adviser has confirmed that it complies with all relevant laws and regulations in 
that respect.

Sustainability
The Board has had regard to the Sustainability Accounting Standards Board’s Real Estate Sustainability Accounting 
Standard, published in October 2018. That standard sets out certain metrics that are considered relevant for REITs, and 
has categorised certain ‘activity metrics’ against which the Group reports as follows:

Leisure Hospitals Budget hotels Total

Number of assets 26 12 123 161
Lettable floor area  The nature of the majority of the Group’s assets is such that lettable area 

measured in square feet is not a relevant measure. As the assets are operational 
assets, lettable floor area is not monitored by the Board and so is not provided.

Percentage of indirectly managed  
assets (where tenants have  
operational control)* 99.2% 100% 100% 99.7%

Average occupancy rate 99.8% 100% 100% 99.9%

* measured by ERV

Strategic Review continued
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For the overwhelming majority of the Group’s assets, operational control of the asset rests with the tenant. 
Consequently the energy management and water management data outlined in the standard is not provided in this 
report, nor is it monitored by the Board as in most cases the information is not able to be obtained from the tenants 
under the terms of the leases, all of which have been in place since before the Group purchased the assets.

The standard suggests disclosure of the approach to “management of tenant sustainability impacts”, described as the 
manner in which agreements, contracts and relationships with tenants are structured to be instrumental in e�ectively 
managing the sustainability impacts of tenants. This can include aligning sustainability outcomes, creating systems for 
measuring and communicating resource consumption information and/or mandating minimum sustainability 
performance criteria. In all cases within the investment property assets held during the year, leases were already in 
place at the time of their acquisition, so the Group has no influence over their terms, including in so far as sustainability 
is concerned. None of the Group’s leases have provisions which are relevant to management of tenant sustainability, in 
large part because the majority were granted at least five years ago and in most cases some 12 years ago, when it was 
very uncommon for sustainability criteria or reporting to be included in leases. The Group has only negligible amounts 
of vacant space and therefore has extremely limited opportunity to introduce tenant sustainability management 
measures. Where space becomes available for letting or lease renewal, compliance with environmental standards forms 
part of the assessment of appropriate lease terms. However, 97% of the Group’s leases by rental value have terms to 
expiry (with no breaks) of greater than 17 years therefore it is not anticipated that this will change in the near term.

Finally, the standard suggests reporting on Climate Change Adaptation which is an assessment of the approach to 
managing climate change risk. The Board considers that the structures of the Group’s leases, where the risks of 
continuing to operate each asset rest with the tenants and guarantors (where relevant), together with the insurance of 
assets in accordance with the principles of good estate management, mean that this risk is managed to the extent that 
is proportionate for a company with the vast majority of its assets being subject to very long leases on full repairing and 
insuring terms where the tenants bear the majority of these risks.

Modern Slavery Act 2015
Both the Company and the Investment Adviser have complied with their responsibilities under the Modern Slavery Act 
2015 and the relevant confirmations are included on their respective websites.

Statement on stakeholder relationships made under Section 172(1) of the Companies Act
The Directors consider that in conducting the business of the Company over the course of the year ended 31 December 
2019, they have complied with Section 172(1) of the Companies Act 2006 (“the Act”). The business is externally 
managed and the Group has no employees. The Board is of the opinion that its conduct and that of its external 
management team culminated from decisions made in good faith to promote the success of the Company for the 
benefit of all of its members, having regard to the impact of decisions on the following matters specified in Section 172 
of the Companies Act:

• the interests of the workforce, for whom the Senior Independent Director has special responsibility and who are also 
represented on the Board by the three Prestbury directors;

• business relationships with suppliers, customers and other counterparties, where engagement is managed by the 
Investment Adviser;

• the community and the environment, where the Board takes overall responsibility;
• the reputation of the business for high standards of business conduct;
• fair treatment as between all members of the Company where the Investment Adviser engages routinely and where 

the Chairman of the Company and other Independent Directors make themselves available for meetings as 
appropriate; and

• the likely long term consequences of decisions made by the Board.

The strategy of the Company was initially laid out in the AIM Admission document issued in May 2014 and which was 
approved by the Board at that time. In running the business, any deviation from or amendment to that strategy is 
subject to Board and, if necessary, shareholder approval. At least annually, the Board considers a business plan and 
budget for the delivery of its strategic objectives. Through regular engagement with its stakeholder groups, the Board 
aims to gain a rounded and balanced understanding of the impact of its decisions. In the main, that information is 
gathered in the first instance by the Investment Adviser and communicated to the Board in its regular quarterly 
meetings and otherwise as required.

The key strategic decisions for the Board are those relating to asset acquisitions, financing, disposals and distributions, 
and where these types of transaction, or any other material transaction or decision, is considered, the Board has regard 
to its wider obligations under Section 172 of the Act.
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Statement on stakeholder relationships made under Section 172(1) of the Companies Act continued
Specifically, during the 2019 financial year the principal non-routine decision made by the Board was the consideration 
of the terms of the disposal of eight hospitals in a portfolio disposal and the application of the net cash received 
following that sale. This transaction resulted in a 13% reduction in the gross value of property assets owned by the 
Group but the business remains very substantial with £2.1 billion of gross property assets owned immediately after the 
sale. As such the Company’s relationships with the workforce and its key customers and suppliers did not change 
significantly as a result. The sale reduced the proportion of the Group’s rental income received from the relevant tenant 
from 39% to 30%, reducing the Group’s reliance on that particular source of income but where the tenant remains 
significant to the Group and, as usual for a property sale, the terms of the lease were una�ected. The Investment 
Adviser maintains regular contact with all tenants and in this particular case worked to achieve a smooth transition for 
the tenant from the ownership of the properties by the Group to the new owner. The reasons for the disposal and the 
related decision for the Group to retain the net cash proceeds in the near term were announced at the time, so that all 
stakeholders were aware of the decision, and through the shareholder engagement programme investors have had an 
opportunity to ask questions to understand the Board’s decision. The Board’s commitment to keeping in mind the long 
term consequences of its decisions underlies the focus on risk, including risks to the long term success of the business, 
leading to the conclusion that, during a period of heightened political and market uncertainty both in the UK and 
globally, the net cash proceeds should be retained by the Company until such time as it is in the best interests of 
shareholders to invest it, deploy it in debt reduction, or return it to shareholders.

While the Group has no employees as a result of its external management structure, the Directors have regard to the 
interests of the individuals who are responsible for delivery of the management services to the Company to the extent 
that they are able to. Three of the seven Directors are representatives of the Investment Adviser and, in their capacity  
as directors and majority owners of the Investment Adviser, have direct responsibility for the employees of the entities 
providing management services to the business. In addition, the Senior Independent Director has responsibility for 
workforce engagement so that there is a line of communication from the workforce to the Independent Directors.  
There have been no strategic initiatives or transactions in the year that were considered to have a direct bearing on the 
employees of the external management business. After the balance sheet date the Investment Adviser proposed a 
reduction in the advisory fee as explained in note 27 to the financial statements. This proposal was advanced by 
members of the Management Team, rather than at the request of the Board, and the interests of the workforce had 
been taken into account.

The Board’s annual review of the internal control environment operating in the business, the appropriateness of sta�ng 
levels and sta� qualifications are kept under review, but it is noted that the Board does not have direct responsibility for 
any employees.

In the main, the Company’s suppliers, customers and counterparties are professional firms such as lenders, property 
agents, accounting and law firms, tenants with which we have longstanding relationships and transaction counterparties 
which are generally large and sophisticated businesses or institutions. Most professional firms and advisers acting for 
the business have also had longstanding relationships with the Company and the Investment Adviser. Where material 
counterparties are new to the business, checks, including anti money laundering checks, are conducted prior to 
transacting any business to ensure that no reputational or legal issues would arise from engaging with that 
counterparty. The Company also reviews the compliance of all material counterparties with relevant laws and 
regulations such as the Modern Slavery Act 2015. All Group entities have a policy of paying suppliers in accordance with 
pre agreed terms as reported in the Supplier Payment Policies below.

The interaction of Group entities with the wider community and its impact on the environment is relatively limited as a 
result of the Group’s business operations being entirely related to investment in properties let on very long leases, 
where the operation of the properties, their upkeep and environmental impact is the responsibility of the occupational 
tenants. The Board’s approach to sustainability is explained on pages 24 and 25. The Board and the Investment Adviser 
have committed to limiting the impact of the business on the environment where possible, including, for example, the 
cessation during the year of the use of single use plastics.

The Board is mindful that the ability of the Company to continue to conduct its investment business and to finance its 
activities depends in part on the reputation of the Board and Management Team. The risk of falling short of the high 
standards expected and thereby risking business reputation is included in the Board’s review of the Company’s risk 
register, which is conducted at least annually. Principal risks and uncertainties facing the business are summarised on 
pages 28 to 30.

Strategic Review continued
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The Company’s shareholders are a very important stakeholder group. The Board oversees the Management Team’s 
formal investor relations programme which is supported by the Company’s brokers and financial PR advisers. The Board 
and management of the Company aim to be open with shareholders and available to them, subject to compliance with 
relevant securities laws. The investor relations programme is designed to promote formal engagement with major 
investors, generally defined as those holding more than approximately 1% of the shares in the Company. Major investors 
are o�ered meetings after each results announcement. The Board and Management Team also engage with major 
investors, other investors who may request meetings and with potential new investors on an ad hoc basis throughout 
the year including where prompted by Company announcements. All formal shareholder presentations are made 
available on the Company’s website and remain available to any interested party. The whole Board attends the 
Company’s Annual General Meeting. The Company has a single class of shares in issue with all members of the 
Company having equal rights.

The investment strategy of the Group is focussed on medium to long term returns and as such the long term is firmly 
within the sights of the Board when all material decisions are made.

Supplier payment policies
Neither the Company nor any of its subsidiary undertakings exceeds the thresholds for reporting payment practices 
and performance. The following voluntary disclosures relate to the Group:

• the Group does not have standard or maximum payment terms, but seeks to settle supplier invoices in accordance 
with pre-agreed terms;

• invoices may be submitted electronically but as the volume of payments is relatively low, the Group does not operate 
electronic tracking for suppliers;

• the Group does not o�er supply chain finance;
• there are no arrangements for participation on supplier lists and no charges for being on such a list;
• the Group is not a member of a payment code of conduct; and
• the average number of days taken to make payments in the year was 23 days (2018: 20 days).

Manchester Arena Complex Leeds Central Travelodge
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Principal risks and uncertainties
The Board considers that the principal risks and uncertainties facing the Group over the long term are as follows:

Risk and change in assessment 
since prior year Impact on the Group Mitigation

Property valuation movements
The Group invests in commercial 
property which is held on the balance 
sheet at its fair value at each balance 
sheet date. The Company is therefore 
exposed to movements in property 
valuations, which are subjective and 
may vary as a result of a number of 
factors, many of which are outside the 
control of the Board.

No change in risk assessment since 
prior year.

Investment properties make up the 
majority of the Group’s assets, so 
material changes in their value will 
have a significant impact on measures 
of net asset value including EPRA 
NAV, with any e�ect of the valuation 
changes on NAV magnified by the 
impact of borrowings.

Falls in the value of investment 
properties could lead to a breach of 
financial covenants in secured debt 
facilities, resulting in increased 
interest margins payable to lenders, 
restricted cash flows out of secured 
debt groups, restrictions of 
distributable reserves available for 
dividend payments or default under 
secured debt agreements.

The Board notes the relative resilience 
in value demonstrated by long lease 
properties through the dramatic 
property market decline in 2008-11.

The Group uses experienced independent external 
valuers whose work is reviewed by suitably qualified 
members of the Investment Adviser and, separately, 
the Audit Committee before being considered by 
the Board in the context of the financial statements 
as a whole.

The Board seeks to structure the Group’s capital 
such that the level of borrowing and the protections 
available to cure a covenant default are appropriate 
having regard to market conditions and financial 
covenant levels.

The Board reserves unsecured and uncommitted 
cash outside ring-fenced debt structures which 
would be available to cure certain covenant 
breaches to the extent of the uncommitted cash 
available.

Tenant risk
During the year the Group derived its 
rental income from ten (2018: ten) 
tenant groups, two (2018: three) of 
which have the benefit of guarantees 
from or joint tenancies with 
substantial listed parent companies. 
The three largest tenant groups 
account for 87% of passing rent as at 
the balance sheet date (2018: 89%).

Although the Board considers the 
tenant and guarantor groups to be 
financially strong, there can be no 
guarantee that they will remain able 
to comply with their obligations 
throughout the term of the 
relevant leases.

We consider this risk moderately 
reduced this year as a result of lower 
political risk in the UK but we are 
mindful of the potential risks 
presented by the Covid-19 virus 
which, at the date of this report, 
results in a risk level 
unchanged overall.

A default of lease obligations by a 
material tenant and its guarantor  
(if any) would have an impact on the 
Group’s revenue, earnings and cash 
flows and could have an impact on 
debt covenant compliance. The 
specialised use of the properties  
may mean that, in the event of an 
unexpected vacancy, re-letting 
takes time.

Investment property valuations reflect 
a valuer’s assessment of the future 
security of income. A loss of income 
would therefore impact net asset 
value as well as earnings. It could also 
lead to a breach of interest cover or 
debt service cover covenants, 
resulting in increased interest rate 
margins payable to lenders, restricted 
cash flows out of secured debt groups 
or ultimately default under secured 
debt agreements. The availability of 
distributable reserves could also be 
restricted.

32% (2018: 67%) of passing rent at the balance 
sheet date is contractually backed by large listed 
companies and a further 31% (2018: nil) by global 
businesses with multi billion pound valuations, all 
with capital structures considered by the Board to 
be strong and with impressive long term earnings 
growth and (where relevant) share price track 
records. The balance of the income is payable by 
substantial businesses also considered by the Board 
to be financially strong in the context of their lease 
obligations.

The properties themselves are Key Operating 
Assets, which should have the e�ect of enhancing 
rental income security, as explained in the summary 
of the business model on page 6.

The Board reviews the financial position of the 
tenants and guarantors at least every quarter, 
based on publicly available financial information 
and any other trading information which may be 
obtained either under the terms of the leases or 
informally.

The Board reserves unsecured and uncommitted 
cash outside ring-fenced debt structures which 
would be available to be used to cure certain 
covenant defaults to the extent of the 
cash available.

Strategic Review continued
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Risk and change in assessment 
since prior year Impact on the Group Mitigation

Borrowing
Certain Group companies have 
granted security to lenders in the 
form of mortgages over each of the 
Group’s investment properties and 
fixed and floating charges over 
other assets.

Following the sale of eight hospitals 
which completed in August 2019,  
the Group holds an uncommitted 
cash balance that is substantially 
higher than the level of approximately  
£60 million held historically. For such 
time as significant surplus cash is 
retained on the balance sheet, the 
borrowing risk can be considered to 
be lower than in prior periods as the 
ability to cure breaches of financial 
covenants, should they occur, is 
significantly greater.

In the event of a breach of a debt 
covenant, the Group may be required 
to pay higher interest costs or to 
increase debt amortisation out of 
cash flows arising on a particular 
portfolio which would a�ect Group 
cash flows and earnings. If a financial 
covenant breach is the result of 
financial weakness of a tenant or a 
guarantor, the property valuations 
and therefore net asset value may 
also be adversely a�ected. In certain 
circumstances the Company’s ability 
to make cash distributions to 
shareholders may be reduced.

Where a Group company is unable to 
make loan repayments out of existing 
cash resources, it may be forced to 
sell assets to repay part or all of the 
Group’s debt. It may be necessary to 
sell assets at below book value, which 
would adversely impact net assets 
and future earnings. Early debt 
repayments would in most cases 
crystallise penalties which would also 
adversely impact cash balances and 
net asset value and reduce 
distributable reserves.

The Group’s borrowing arrangements comprise six 
ring-fenced subgroups with no cross-guarantees 
between them and no recourse to other assets 
outside the secured subgroups. A financial 
covenant issue in one portfolio should therefore be 
limited to that portfolio, save for tenant related 
events (such as a tenant insolvency) where the two 
healthcare subgroups would both be a�ected by 
any issue relating to the Ramsay Health Care group 
and the two hotels facilities would be a�ected by 
any issue relating to Travelodge.

Five of the facilities have LTV default covenants (the 
Merlin Leisure facility has no LTV default covenant) 
and all facilities have interest cover or debt service 
cover covenants. The Board reviews compliance 
with all financial covenants at least every quarter, 
including forward-looking tests for at least twelve 
months, and considers whether there is su�cient 
headroom on relevant loan covenants to withstand 
stress test scenarios.

The Board seeks to structure the Group’s capital 
such that gearing is appropriate having regard to 
market conditions and financial covenant levels, 
with appropriate cure rights within debt facilities.

The Board reserves unsecured cash outside 
ring-fenced debt structures which would be available 
to be used to cure certain covenant defaults to the 
extent of the uncommitted cash available.

Tax risk
The Group is subject to the UK REIT 
regime. A failure to comply with 
certain UK REIT conditions resulting 
in the loss of this status could result in 
property income being subject to UK 
corporation tax.

No change in risk assessment since 
prior year.

If subject to UK corporation tax, the 
Group’s current tax charge would 
increase, impacting cash flows, net 
asset value and earnings, and 
reducing cash and reserves available 
for distributions. Further, any asset 
sales would be subject to corporation 
tax, reducing the net amounts 
receivable on sale and requiring 
deferred tax to be provided on 
inherent capital gains.

The Board reviews compliance with the UK REIT 
rules at least every quarter.

The REIT conditions which, if breached, could result 
in automatic expulsion from the REIT regime are 
those relating to the Company’s share and loan 
capital, and are therefore (with the exception of a 
successful hostile takeover of the Company by a 
non-REIT) within the control of the Group.
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Risk and change in assessment 
since prior year Impact on the Group Mitigation

Liquidity risk
Working capital must be managed to 
ensure that both the Group as a whole 
and all individual entities are able to 
meet their liabilities as they fall due, 
though with highly predictable 
income and costs there is limited 
scope for unexpected liquidity 
pressures outside those risks 
described under the heading 
‘tenant risk’.

For as long as the Group holds a 
material uncommitted cash balance, 
as is the case following the 2019 
hospitals portfolio disposal, this risk is 
considered reduced.

A breach of a lending covenant, or the 
insolvency of either the Group as a 
whole or an individual entity within a 
secured subgroup, could result in a 
loss of net assets, impacting net asset 
value and earnings, and reducing cash 
and reserves available for 
distributions.

As a result, there could be insu�cient 
cash and/or distributable reserves to 
meet the Property Income 
Distribution (“PID”) requirement 
under the UK REIT rules, which could 
result in UK corporation tax becoming 
payable on the Group’s property 
rental business. This would in turn 
reduce free cash flows.

Unless there is a tenant default (the risk of which is 
explained under ‘tenant risk’) the Group’s cash 
flows are generally highly predictable. The cash 
position is reported to the Board at least quarterly, 
projections at least two years ahead are included in 
the Group budget and are updated for review when 
the interim and annual reports are approved, and 
projections for a five year period are reviewed for 
the viability statement in the annual report.

The Group has uncommitted cash reserves out of 
which any tax liabilities or increases in required PIDs 
above the cash flow generated from operations 
could be met in the medium term. A scrip dividend 
alternative could also be o�ered to meet the 
PID requirement.

There are certain overarching risks where the direct impact on the Company’s operations is limited, but which the Board 
considers to be relevant to most of the major risk areas identified. These are the terms of the departure of the UK from 
the European Union following the end of the current transition period (generally referred to as Brexit risk) and climate 
risk. They are not classified as direct risks in their own right but as general risks which are also kept under review.

Brexit risk
The Board does not consider that Brexit presents a risk to the Group in and of itself, largely as the Group is not 
dependent on access to European markets and is not expected to be directly impacted by changes in regulations or 
tari�s. The tax treatment of the German assets (the only non-UK assets held) is considered unlikely to change as a 
result of Brexit, although the terms of access to non-UK financial markets may be of relevance in any future equity and 
debt issues.

Nevertheless, the Board considers that Brexit does potentially weigh on all of the risks described above, principally 
through the heightened risk of market uncertainty or disruption and in particular on how the Group’s tenants are 
a�ected. In this respect we take some comfort from the fact that a large majority of passing rents are underpinned by 
businesses with globally diverse sources of income, not solely dependent on the UK and its trade relations with the rest 
of the world.

There have been periods of significant political, economic and market uncertainty since the referendum to leave the EU 
in 2016 and this has at times a�ected equity, debt, property and foreign exchange markets. Delivery of the Group’s 
growth aspirations depends on access to capital markets and external factors, including market volatility, can have an 
impact on the ability to implement the growth strategy. Given the Group’s long term income profile and the 
characteristics of its debt, where the finance costs are ultimately fixed or capped, such conditions are currently 
considered unlikely to have a material impact on the status quo for the Group, but are considered to be relevant to the 
Group’s growth aspirations in so far as there is an impact on the availability of debt and equity capital.

Climate risk
As the Company has very limited direct impact on the environment (as explained under the sustainability section of the 
Strategic Report on page 25), this risk is not one where the Company can take steps to make a material impact. 
However, in assessing the strength of the credit quality of our tenants and of potential tenants, we take climate risk into 
account together with its likely impact on how we consider that any assets that we are considering for acquisition meet 
the criteria for defensive business sectors set out in the explanation of the Company’s business model on page 6.

Strategic Review continued
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Going concern
The Board regularly monitors the Company’s and the Group’s ability to continue as a going concern. Summaries of the 
Company’s and the Group’s liquidity position, compliance with loan covenants and the financial strength of its tenants 
and guarantors are considered at the scheduled quarterly Board meetings and more often if required. Scenarios for the 
Group’s future performance and cash flows, including stress test scenarios, are also considered by the Board at those 
Board meetings and more often if required, for example in connection with a transaction. Based on this information, the 
Directors are satisfied that the Company and the Group are able to continue in business for the foreseeable future and 
therefore have adopted the going concern basis in the preparation of these financial statements.

Viability statement
The Board has assessed the prospects of the Group over the five years from the balance sheet date to 31 December 
2024, which is the period covered by the Group’s longer term financial projections. The Board considers the resilience of 
projected liquidity, as well as compliance with debt covenants and UK REIT rules, under a range of RPI and property 
valuation assumptions.

The principal risks and the key assumptions that were relevant to this assessment are as follows:

Risk Assumptions

Tenant risk • Tenants (and guarantors where relevant) continue to comply with their rental obligations over 
the term of their leases and do not su�er any insolvency events over the term of the review.

Borrowing risk • The Group continues to comply with all loan covenants.
• The Group is able to negotiate acceptable terms to refinance £377.8 million of debt in the Merlin 

Leisure facility falling due in 2022 and £185.9 million in two hotel facilities and one leisure facility 
falling due in 2023.

Liquidity risk • The Group continues to generate su�cient cash to cover its costs while retaining the ability to 
make distributions, which includes the Group’s continuing compliance with loan covenants.

Based on the work performed, the Board has a reasonable expectation that the Group will be able to continue in 
business over the five year period of its assessment.

The Strategic Report, which comprises the Chairman’s Statement, Investment Adviser’s Report and Strategic Review, 
was signed on behalf of the Board on 12 March 2020.

Martin Moore     Sandy Gumm
Chairman     Director
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Martin Moore
Non-Executive Chairman
Member of the 
Remuneration Committee

Mike Brown
Non-Executive Director
Member of the 
Nominations Committee

Leslie Ferrar
Independent Non-Executive 
Director 
Chairman of the Audit 
Committee; member of the 
Remuneration Committee

Sandy Gumm
Non-Executive Director

Martin Moore, 63, MRICS, is 
a Chartered Surveyor who 
served as CEO of M&G Real 
Estate Limited (previously 
Prudential Property 
Investment Managers 
Limited) from 1996 to 2012. 
During that time, he ran the 
team and was responsible for 
setting the strategy that grew 
the business in the UK and 
led to the establishment of 
platforms in North America, 
Continental Europe and Asia. 
He retired as Chairman of 
M&G Real Estate in 2013. He 
is the Senior Independent 
Director of Segro Plc, a Non-
Executive Chairman of BMO 
Commercial Property Trust 
Limited, a Senior Adviser 
to KKR and Chairman of 
the Guildhall School Trust. 
He is a past President and 
board member of the British 
Property Federation, a past 
Chairman of the Investment 
Property Forum and was a 
Commissioner of The Crown 
Estate for eight years to 2011.

Mike Brown, 59, BSc 
(Land Man), MRICS, is a 
Director and shareholder 
of Prestbury Investment 
Partners Limited, 
Investment Adviser to 
the Group. A Chartered 
Surveyor with over 36 
years’ experience, he 
joined the Management 
Team in 2009 at the time 
of the flotation of Max 
Property Group Plc, a 
limited life opportunity 
fund which was sold 
to Blackstone in 2014. 
Previously he was Deputy 
Chief Executive of Helical 
Bar Plc, with responsibility 
for all its investment and 
trading activities from 
1998 to 2009, and a 
Director of Threadneedle 
Property Fund Managers, 
running their largest 
property fund from 1992 
to 1998. Mike is also 
Chairman of the Property 
Advisory Committee to 
Weybourne Partners.

Leslie Ferrar, 64, CVO, FCA, 
BSc, is a Non-Executive 
Director and Chair of the 
Audit Committee of Windmill 
Hill Asset Management and 
The Queen’s Commonwealth 
Trust. A qualified Chartered 
Accountant, she trained 
at KPMG where she was 
appointed partner in 1988,  
a position she held for 17 years. 
During that time she led the 
firm’s international expatriate 
practice and was a member 
of the international board that 
ran the global tax practice. 
Leslie is also an Adviser to the 
Diocese of Westminster, was 
previously a Non-Executive 
member of the HMRC Risk and 
Audit Committee, and served 
as Treasurer to TRH The Prince 
of Wales and Duchess of 
Cornwall from 2005 to 2012.

Sandy Gumm, 53, 
BEc, CA (ANZ), is an 
Australian qualified 
Chartered Accountant 
with over 28 years’ 
experience and is a 
Director and shareholder 
of Prestbury Investment 
Partners Limited, 
Investment Adviser 
to the Group. She 
qualified as a chartered 
accountant in 1992 and 
worked for KPMG for 
nine years in Sydney 
and London before 
becoming Group 
Financial Controller of 
Burford Holdings Plc in 
1995. She was Finance 
Director at the time 
that Prestbury Group 
Plc was established 
in 1997 and in 2007 
became Chief Operating 
O�cer of Prestbury.

Board of Directors
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Jonathan Lane
Independent Non-Executive 
Director
Chairman of Nominations 
Committee and member 
of the Audit Committee

Nick Leslau
Non-Executive Director
Member of the 
Nominations Committee

Ian Marcus
Independent Non-Executive 
Director
Senior Independent Director; 
Chairman of the Remuneration 
Committee; Member of 
the Audit Committee

Jonathan Lane, 61, MA, is a 
Senior Adviser to Morgan 
Stanley and was until 2019 
Chairman of EMEA Real 
Estate Investment Banking 
(“REIB”). He joined Morgan 
Stanley in 1999 where he 
served as Managing Director 
and co-head of REIB. 
Jonathan is Chairman of 
Grosvenor Europe Limited, 
a member of the Policy 
Committee of the British 
Property Federation, a 
member of the Bank of 
England’s Commercial 
Property Forum, and Director 
and Trustee of the Tenebrae 
Choir, where he chairs the 
Development Board. He was 
formerly a member of the 
UK Government’s Property 
Unit Advisory Panel, a 
member of the Advisory 
Board of Resolution Real 
Estate Advisors LLP and 
a Non-Executive Director 
of Songbird Estates Plc. 
He holds a masters degree 
in Biochemistry from the 
University of Oxford.

Nick Leslau, 60, BSc (Hons) 
Est Man, FRICS, is the 
Chairman and the majority 
shareholder of Prestbury 
Investment Partners 
Limited, Investment 
Adviser to the Group. He 
is a Chartered Surveyor 
who has been Chairman 
and Chief Executive of 
Prestbury Investment 
Holdings Limited 
since it commenced 
business in 2000. He 
was Chief Executive of 
Burford Holdings Plc for 
approximately ten years 
up to 1997 and Group 
Chairman and Chief 
Executive of Prestbury 
Group Plc from 1998. He 
has sat on many quoted 
and unquoted company 
boards including, most 
recently, Max Property 
Group Plc, and is a 
member of the Bank of 
England Property Forum.

Ian Marcus, 60, MA, FRICS,  
is a Board Counseller of  
The Crown Estate, the Senior 
Non-Executive Director of 
Town Centre Securities Plc 
and the Lead Independent 
Director of Shurgard Self 
Storage SA. He is a Senior 
Adviser to Eastdil Secured, 
a member of Redevco NV’s 
Advisory Board and a Trustee 
of The Prince’s Foundation. 
He is also Senior Adviser to 
Elysian Residences Limited, 
The Anschutz Corporation 
and Work.Life, a member 
of the Real Estate Advisory 
Board of the Department 
of Land Economy at the 
University of Cambridge, 
President of the Cambridge 
University Land Society and 
a Member of the European 
Advisory Board of the 
Wharton Business School 
Real Estate Faculty. Ian has 
formerly been Chairman of the 
Bank of England’s Commercial 
Property Forum, Chairman 
of The Prince’s Regeneration 
Trust and Managing 
Director and Chairman of 
the European Real Estate 
Investment Banking division 
of Credit Suisse. He is a 
past President of the British 
Property Federation and 
a past Chairman of the 
Investment Property Forum.
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The Investment Adviser

The Company is advised on an exclusive basis by Prestbury Investment Partners Limited (“Prestbury”), the majority of 
which is owned and controlled by Nick Leslau, Mike Brown, Sandy Gumm, Tim Evans and Ben Walford, a team of 
property and finance professionals who between them have extensive experience in UK real estate. They have a strong 
track record of successfully creating value for shareholders through previous economic cycles.

Biographies for Mike Brown, Sandy Gumm and Nick Leslau are presented on pages 32 and 33.

Tim Evans
Tim Evans, 50, MA Hons (Cantab), MRICS, is a Chartered Surveyor with more than 25 years of experience. Tim joined 
Prestbury Investment Holdings Limited as a senior surveyor in 2002 and became Property Director in 2005. Prior to 
joining Prestbury, Tim held positions with Jones Lang LaSalle, Hill Samuel Asset Management and MEPC Plc. Tim is the 
Property Director and a shareholder of Prestbury Investment Partners Limited.

Ben Walford
Ben Walford, 40, BSc (Hons) Est Man, MRICS, is a Chartered Surveyor with more than 15 years of experience. Ben joined 
Prestbury Investment Holdings Limited as a trainee surveyor in 2002 and became a partner in the Prestbury group in 
2011. Ben has a wealth of experience in property investment, refurbishment and design. Ben is a director and 
shareholder of Prestbury Investment Partners Limited.
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The Prestbury team

Abigail O’Donovan
Front of House

 Ben Walford 
BSc Hons MRICS

Property

Francesca Brown 
Property PA

Jemma Blyth 
Property PA

Lauren Proctor 
Front of House and 

Finance PA

Louise O’Shea 
Property PA

Mike Brown 
BSc MRICS
Property

Nick Leslau 
BSc Hons FRICS

Property

Paul Cooke 
FCA MBA MA (Oxon)

Finance

Robert Ward 
BA Hons MSc MRICS 

Property

Sandy Gumm 
BEc CA (ANZ)

Finance

Stacey Wood 
ACCA

Finance

Tim Evans 
MA Hons (Cantab) MRICS 

Property

Tom Nugent 
MAAT

Finance

Yogi Leslau 
Security

Khadijah Saleem 
MAAT

Finance

Keval Sahota 
BSc ACCA

Finance
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Corporate Governance Report

Corporate Governance Code
The Board is committed to the Company delivering long term, sustainable returns to investors and also aims to build 
long term relationships with its stakeholders in a spirit of integrity and openness, reflecting its commitment to diversity 
and with respect to the views of its shareholders and other stakeholders.

The Board has adopted the UK Corporate Governance Code 2018 (the “Code”) and in this report we describe how the 
principles and supporting provisions set out in the Code have been applied.

The Company is externally managed and all directors are non-executive directors. This means that the Board and 
Management Team interact in a di�erent way to those in an internally managed business, and that the Group has no 
employees. When considering the application of the Code, we consider that the employees of the Investment Adviser 
and its related service provider, Prestbury Investment Holdings Limited, would, for these purposes, be considered to be 
the Group’s workforce despite not being employees of the Group.

Where specific aspects of the Code are not applicable to the Company, we have explained why in the 
following sections.

The FRC’s Principles A to R, as set out in the Code, are summarised at the beginning of each of the explanatory sections 
of this report.

Board Leadership and Company Purpose
A. Leadership should be provided by an e�ective and entrepreneurial Board whose role is to promote the long term 

sustainable success of the Company, generating value for shareholders and contributing to wider society.

B. The Board should establish the Company’s purpose, values and strategy, and satisfy itself that these and its culture are 
aligned. All Directors must act with integrity, lead by example and promote the desired culture.

C. The Board should ensure that the necessary resources are in place for the company to meet its objectives and 
measure performance against them. The Board should also establish a framework of prudent and e�ective controls, 
which enable risk to be assessed and managed.

D. In order for the company to meet its responsibilities to shareholders and stakeholders, the Board should ensure 
e�ective engagement with, and encourage participation from, those parties.

E. The Board should ensure that workforce policies and practices are consistent with the company’s values and support 
long term sustainable success. The workforce should be able to raise any matters of concern.

Board oversight of value creation, the assessment of risks, opportunities and sustainability and the  
control environment
The Board is responsible for the overall leadership of the Company, setting its values and standards, including approval 
of the Group’s strategic aims and objectives and oversight of its operations.

In meeting its duty to the Company’s shareholders to promote the success of the business, the Board takes a long term 
view, assessing opportunities and risks together with considering and reporting on the viability of the business over a 
five year period. The Board is collectively responsible for the long term success of the Company and seeks to achieve:

• competent and prudent management;
• sound planning;
• maintenance of appropriate management and internal control systems;
• reliable accounting and other records; and
• compliance with statutory and regulatory obligations.
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The Company’s business model and strategy were established at the time of its admission to AIM in June 2014.  
While the business has grown very materially since the Company’s listing, its strategy has not changed. The business 
continues to generate long term income with inflation protection from key operating real estate assets, with additional 
potential for capital growth over the medium to long term. Acquisition opportunities and any related debt finance are 
examined by the Board with a view to ensuring the long term sustainability of the business. The security and longevity 
of returns is absolutely fundamental to the Company’s strategy, as summarised in the outline of the Group’s business 
model on page 6, and the Company’s investment strategy is described in the Strategic Review on page 23.

Assets are financed with appropriate levels of third party debt with close attention paid to building in su�cient 
headroom on financial covenants. The Company’s debt strategy is further described in the outline of the business 
model on page 6 and the Investment Adviser’s review of key performance indicators on pages 19 and 20.

The track record of the Group since its Admission to AIM is set out on page 105 and the viability statement for the next 
five years is set out on page 31. The Board regularly reviews actual and potential risks facing the business and the most 
recent assessment of risk is set out in the summary of Principal Risks and Uncertainties on pages 28 to 30. Investment 
and other opportunities are evaluated by the Board against the criteria set out in the Investment Strategy on page 23 
and includes stress tested scenarios to evaluate the impact on medium to long term performance.

The control environment operated within the Group is subject to the review of the Audit Committee which formally 
considers the internal control framework at least annually and discusses the operation and e�ectiveness of internal 
controls with the Group’s external auditors in its meetings with them. A summary of the Audit Committee’s internal 
control review is set out in its report on page 51.

The Management Team is responsible to the Board for day to day monitoring against targets and delivery of the 
strategy. Its obligations and rights regarding the Group are set out in a contract, the Investment Advisory Agreement, 
which is subject to regular review by the Remuneration Committee and the Board. Those reviews include periodic 
independent benchmarking of the terms, including the appropriateness of the rewards accruing to the Investment 
Adviser. The most recent independent review was conducted in March 2019. The Independent Directors are in a position 
to judge the adequacy and appropriateness of the resources made available to the Group by the Investment Adviser  
by way of their assessment of the quality and timeliness of information provided to the Board and its committees and 
by direct interaction with relevant members of the Management Team (including those who are not Directors of the 
Company). The Audit Committee’s report on risk management and internal control on page 51 and the Remuneration 
Committee’s report on page 53 both report on the monitoring role of the Board and its committees over the operations 
of the business in delivering long term sustainable returns to shareholders.

Board responsibility for workplace culture
An entrepreneurial culture is fostered both by way of the backgrounds and career histories of the Board members and 
by very close alignment of the Management Team with the interests of the shareholders as a whole. The shareholding 
held by the Management Team (which includes participation of the majority of Prestbury sta� in that equity interest) is 
very large in both absolute terms (being worth £173.5 million at the 31 December 2019 EPRA NAV) and relative terms 
(at 12% of the Company), and is one of the largest management team shareholdings in the UK real estate sector.

As an externally managed business, the Group has no employees, but the Independent Directors ensure that they  
have regular direct contact with members of the Management Team and other individuals who work on the Group’s 
operations, including the involvement of various Prestbury employees in committee and Board meetings. The relevant 
individuals who make up the ‘workforce’ are listed on pages 34 and 35 and currently number 16, including the three 
Prestbury board representatives. As the workforce is not large, the Board considers that allocation of responsibility for 
engagement with the workforce to the Remuneration Committee is an appropriate and e�ective method for workforce 
engagement and the committee’s report on this aspect of their work is included in the Report of the Remuneration 
Committee on page 54.
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Board responsibility for workplace culture continued
The Board is committed to the Company and its representatives (including Prestbury) adhering to high standards of 
business conduct. Independent Directors seek to obtain and understand feedback from investors and other market 
participants where appropriate in order to monitor standards of conduct, including the conduct and reputation of the 
Investment Adviser, and the reputation of the business.

The Board meets at least every quarter to review the Group’s performance against its strategic aims, objectives, 
business plans and budgets, and ensures that any corrective action considered necessary is taken. Additional meetings 
are held as required to deal with the business of the Group in a timely manner. The Investment Adviser also discusses 
matters with the Independent Directors and updates them on activities as and when appropriate outside the scheduled 
Board meetings. Relevant members of the wider team working on the Group’s operations, including employees of the 
Investment Adviser and also key Company advisers, such as the Company’s Nominated Adviser and Broker, legal 
counsel and PR advisers, attend Board and committee meetings as appropriate.

Board Committees have been appointed under written terms of reference. The Audit Committee meets at least twice 
per year and the Remuneration and Nominations Committees meet at least once per year. Committee meetings are 
otherwise held as often as is required to properly discharge the duties of the relevant committee.

Directors are expected to attend all meetings of the Board and all meetings of those committees on which they sit, as 
well as the Annual General Meeting. Meetings called outside the scheduled quarterly Board meetings may need to be 
convened at relatively short notice and therefore at times when not every Director is available.

Every meeting during the year has been convened with an appropriate quorum. In all but one case, the Independent 
Directors outnumbered the representatives of the Investment Adviser as required by the Company’s Articles of 
Association. One Director was unable to attend one Board meeting as a result of a family bereavement and the 
balance of voting power was adjusted in that case, in accordance with the Articles of Association, such that the 
Independent Directors held majority voting power despite an equal number of Independent and Management Team 
Directors being present.

Shareholder engagement
The Board is responsible for ensuring open and constructive dialogue with shareholders based on a mutual 
understanding of objectives.

The Board approves the resolutions and related documentation to be put to shareholders at the AGM, together with any 
circulars, prospectuses, listing particulars and press releases concerning matters decided by the Board. The Company 
reports to shareholders at least twice each year in its interim and annual reports, and makes announcements, where any 
price sensitive or other information requires disclosure, to the London Stock Exchange and then on the Company’s 
website. Any written presentations to investors are made available on the Company’s website.

Stifel Nicolaus Europe Limited (“Stifel”) acts as the Company’s Nominated Adviser and Broker, assisting with 
communications to shareholders and monitoring of compliance with the AIM Rules. Whenever appropriate, feedback 
from shareholders is presented to the Board by Stifel to ensure that the Board is aware of any issues raised or feedback 
provided by investors. The Company’s shareholder profile and any material changes in shareholdings are reviewed by 
the Board at least quarterly and more often if appropriate.

All Board members, including members of the Audit, Nominations and Remuneration Committees, and representatives 
of the Investment Adviser are available to meet with shareholders and to answer any questions at the Company’s AGM 
and otherwise as reasonably required. Board members connected with the Investment Adviser generally conduct the 
routine, post results meetings with shareholders. In certain cases including where shareholders’ views about the 
Investment Adviser or the terms of its appointment are being discussed, Independent Directors including the Chairman 
and the Senior Independent Director o�er themselves to meet with shareholders as necessary. The Board considers 
that this, along with the provision of independent feedback to the Board through the Company’s brokers following 
shareholder meetings, ensures that the whole Board remains well informed of shareholders’ views.

The Board is keen to make access to information about the Company as convenient as possible and is also mindful of 
the Company’s impact on the environment. Consequently, the Company o�ers investors the option of receiving 
shareholder communications, including the annual and interim reports and notices of meeting, electronically.
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Constructive use of the AGM
The AGM will be held on 21 May 2020. It is intended to give all shareholders the opportunity to meet the Board and to 
vote on the resolutions proposed. All Directors attend the AGM and will be available to answer questions. The notice of 
meeting and explanatory notes are included on pages 120 to 127.
 
Monitoring of AGM results
Following the Company’s AGM each year, a summary of voting is announced to the market by way of a regulatory news 
release. To date the Company has not experienced significant votes against any resolution. The voting at the Company’s 
most recent AGM in May 2019 is set out below.

% FOR % AGAINST

Ordinary resolutions
1.  To approve the annual report for the year to 31 December 2018 98.88 1.12
2. To re-elect Martin Moore as a Director 99.99 0.01
3. To re-elect Sandy Gumm as a Director 98.88 1.12
4. To reappoint BDO LLP as the auditors 98.88 1.12
5. To authorise the Directors to fix the remuneration of the auditors 100.00 0.00
6.  That the Company be generally and unconditionally authorised to allot ordinary shares 

in the Company 99.99 0.01
Special resolutions
7.  That the Company be generally authorised to make market purchases of ordinary shares 

subject to certain conditions 100.00 0.00
8.  That the Directors be empowered to allot equity securities in the Company for cash 

without pre-emption rights subject to certain conditions 93.79 6.21

Engagement with stakeholders other than shareholders
Along with the interests of shareholders the Board has regard to the interests of other stakeholders including the 
workforce and the Company’s tenants and suppliers. The Company’s statement of compliance with Section 172 of the 
Companies Act which deals with its engagement with stakeholders is set out on pages 25 to 27, and appears on the 
Company’s website. Compliance with Section 172 of the Act is kept under review and updated as necessary.

Whistleblowing policy
The whistleblowing policy applicable to all Prestbury sta� who work on the Group’s operations is reviewed and 
approved by the Audit Committee each year for recommendation (if appropriate) to the Board, and that policy provides 
for direct lines of communication from Prestbury sta� to Independent Directors if required. To date no such reports 
have been made but, in the event that any arise, the Audit Committee will in the first instance investigate on behalf of 
the Board and follow up any matters arising, reporting their results to the Board.

Conflicts of interest
Conflicts of interest are required to be disclosed in order that the Board functions e�ectively and with appropriate 
independence. Declaration of conflicts is a standing order of business at the start of every Board meeting.

Director concerns and resignations
Directors would in the first instance raise any matters of concern about the operation of the Board or any of its 
committees with the Chairman of the Company or of the relevant committee and any such matters and their resolution 
would be minuted. If necessary, any unresolved matters may be raised with the Senior Independent Director or such 
other Director or external party, including regulators, as is considered appropriate. There have been no such issues to 
report or resolve and no Director has resigned from the Company.
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Division of Responsibilities
F. The Chair leads the Board and is responsible for its overall e�ectiveness in directing the Company. They should 

demonstrate objective judgement throughout their tenure and promote a culture of openness and debate. In addition, 
the Chair facilitates constructive Board relations and the e�ective contribution of all non-executive Directors, and 
ensures that Directors receive accurate, timely and clear information.

G. The Board should include an appropriate combination of executive and non-executive (and, in particular, independent 
non-executive) Directors, such that no one individual or small group of individuals dominates the Board’s decision 
making. There should be a clear division of responsibilities between the leadership of the Board and the executive 
leadership of the Company’s business.

H. Non-executive Directors should have su�cient time to meet their Board responsibilities. They should provide 
constructive challenge, strategic guidance, other specialist advice and hold management to account.

I. The Board, supported by the Company Secretary, should ensure that it has the policies, processes, information, time 
and resources it needs in order to function e�ectively and e�ciently.

Chairman’s role and assessment of his independence 
As Chairman, Martin Moore sets the Board’s agenda and ensures that adequate time is available for discussion of all 
agenda items, including strategic issues in particular. He is responsible for the leadership of the Board and ensuring its 
e�ectiveness. He seeks to ensure that all Directors constructively engage in the business of meetings and with the 
development of strategy.

On the date of his appointment, Martin Moore was considered to be independent within the meaning of the Code. 
Under the terms of the Code, a chairman is considered not to be independent after the date of appointment purely by 
reason of being the Company’s chairman.

The Code requires that the roles of Chairman and Chief Executive are distinct and that a chief executive should not 
become a Company’s chairman. As it is externally managed, the Company does not have an individual designated as 
Chief Executive, however the functions of a Chief Executive are carried out by the Investment Adviser. The roles of the 
Board and the Investment Adviser are very distinct and are laid out in a contract between the Company and the 
Investment Adviser. Martin Moore has never acted in any executive capacity in the Company prior to his appointment as 
its Chairman and is independent of the Investment Adviser.

Composition of the Board
The balance of skills and experience of the members of the Board and the long and successful track record of the 
Management Team are key factors in the continuing ability of the Group to exercise skill and discipline in deal selection 
and to embrace opportunities in a way that balances potential risks and rewards with a view to delivering on the 
Company’s strategy. The long term track record of the Management Team is available on the investor centre on the 
Company’s website and the track record of the Company since its listing is shown on page 105.

The composition of the Board is as it was at the time of the Company’s listing in June 2014. At that time, the Chairman 
sought to appoint Directors who would bring appropriate independence and an open mind to the running of the 
Company, and between them to have a range of skills and experience appropriate to a full understanding of the Group 
and its activities.

Corporate Governance Report continued

589



 41

Financial  
Statements

Additional 
Information

 Secure Income REIT Plc Annual Report 2019

Strategic  
Report Governance

The Board includes three qualified surveyors and two qualified accountants. All of its members have long experience in 
the areas considered critical to the running of the business, principally real estate investment and financing, capital 
markets activity, mergers and acquisitions, taxation, financial reporting and governance. Through over five years on the 
Company’s Board along with their wider careers, all Directors have a level of experience in all of these areas, but 
particular areas of expertise are set out below.
 

Chartered 
surveyor

Chartered 
accountant

Direct real 
estate 

investment 
and long 

lease 
negotiation

Real estate 
financing

Capital 
markets

Real estate 
M&A

Accounting 
and tax

Financial 
reporting & 
governance 

Martin Moore

Mike Brown

Leslie Ferrar

Sandy Gumm

Jonathan Lane

Nick Leslau

Ian Marcus

In addition to diversity of experience and qualifications, the gender balance on the board is two women and five men. 
Brief biographies of the Company’s Directors are set out on pages 32 and 33 and those of other key members of the 
Management Team on page 34.

There is no one individual with unfettered powers of decision making and the Articles of Association require an 
appropriate balance on the Board between Independent Directors and members of the Management Team such that 
Independent Directors must always hold the majority of voting power in order for a meeting of the Board to be quorate.

Independence of Directors
The Chairman was considered independent, within the meaning of the Code, at the time of his appointment. Leslie 
Ferrar, Ian Marcus and Jonathan Lane are all considered independent within the meaning of the Code. Mike Brown, 
Sandy Gumm and Nick Leslau, as members of the Management Team, are not independent as they are directors of and 
shareholders in the Investment Adviser. The majority of the Directors are independent of the Management Team and,  
of the Directors who may be classified as independent within the terms of the Code, three of the six are independent. 
The Articles of Association of the Company require that Board decisions are only ever made where the Independent 
Directors hold majority voting power.

The Senior Independent Director
Ian Marcus has been appointed Senior Independent Director and his biographical details are included on page 33.  
Ian acts as a sounding board where necessary for Martin Moore as Chairman and, if required, as an intermediary for 
shareholders or for other Directors. As the Senior Independent Director, Ian is available to shareholders if they have 
concerns which contact through the normal channels of Chairman or Investment Adviser have failed to resolve, or for 
which such contact is inappropriate. The Code requires that the Senior Independent Director should convene a meeting 
of the Board excluding the Chairman at least annually to assess the performance of the Chairman. The most recent 
meeting convened for this purpose was attended by all Directors other than the Chairman.
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Scrutiny of executive management
Day to day management of the Group is carried out by Prestbury whose activities are subject always to the oversight of 
the Board. The matters which fall exclusively to the Board to approve are clearly scheduled and no Director has 
authority to approve any of these reserved matters other than in a properly convened Board meeting. Matters reserved 
for the Board include any material transaction and any transaction of whatever level of materiality with an unusual risk 
profile or where there would be a departure from the Company’s stated strategy and investment policies.

The terms under which the Company’s Investment Adviser, Prestbury, has been appointed are set out in the Investment 
Advisory Agreement which has been in place since the Company listed and which is kept under review, resulting in 
certain amendments having been made since it was first entered into. The agreement, amongst other things, limits 
Prestbury’s ability to take any action without the approval of the Independent Directors, requires Prestbury to diligently 
perform specified services and it sets out the fee arrangements for doing so.

Any matters delegated to Prestbury remain subject to the Board’s overall supervision and its review of Prestbury’s 
e�ectiveness. Prestbury has only very limited permission to transact business for the UK companies within the Group 
and no discretion to transact business for any non-UK entities. The contractual terms of their appointment allow 
Prestbury, without specific approval by the Board but subject to certain conditions, to investigate, negotiate and 
execute or require any member of the Group to execute an asset acquisition, an asset disposal or a financing or 
refinancing (including related hedging instruments) in respect of an investment opportunity or existing investment,  
in each case only where the impact does not exceed either a net asset value of £10 million or a gross asset value of 
£20 million. Prestbury has not transacted any business within the discretionary limits during the current or prior year 
and up to the date of this report.

The Remuneration Committee’s responsibilities include keeping the terms of the Investment Adviser’s appointment 
under review, including periodic external independent review and benchmarking of the terms. The Remuneration 
Committee, the members of which are all Independent Directors, reports on these reviews in their latest report to 
shareholders on page 54. In addition, the Audit Committee is in a position to closely review the Investment Adviser’s 
services relating to financial reporting and internal control. As part of their work, they meet together with the external 
auditors and without any management representatives present at least annually. The report of the Audit Committee is 
presented on pages 50 to 52.

The Board and its committees meet when appropriate without any representatives of the Investment Adviser or, if 
necessary, without a specific Director or Directors present. This will include meetings where the performance of a 
specific Director or the Investment Adviser generally is being considered. The Chairman convenes a meeting annually 
without the non-Independent Directors or any management representatives present. The most recent meeting 
convened for this purpose was attended by the Chairman and all Independent Directors.

Attendance at Board and Committee meetings and the AGM
The Directors’ attendance at each scheduled Board, Committee and general meeting during the year is set out below.

Scheduled 
Board 

meetings
Audit 

Committee
Remuneration 

Committee
Nominations 

Committee AGM

Martin Moore (Chairman) 4/4 n/a 2/2 n/a 1/1
Mike Brown 4/4 n/a n/a 1/1 1/1
Leslie Ferrar (Chairman of the Audit Committee)* 3/4 2/2 2/2 n/a 1/1
Sandy Gumm 4/4 n/a n/a n/a 1/1
Jonathan Lane (Chairman of the Nominations 

Committee) 4/4 2/2 n/a 1/1 1/1
Nick Leslau 4/4 n/a n/a 1/1 1/1
Ian Marcus (Chairman of the Remuneration 

Committee) 4/4 2/2 2/2 n/a 1/1

* Unable to attend one meeting as a result of a family bereavement
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Directors’ and Committees’ responsibilities 
The terms and conditions of appointment of the Directors are set out in letters of appointment and written terms of 
reference have been established for each of the committees. The letters of appointment and committee terms of 
reference are available for inspection at the Company’s registered o�ce during normal business hours. They are also 
summarised in Part 3 of the Secondary Placing Disclosure Document which is available in the investor centre on the 
Company’s website.

Other commitments of Directors
Prior to any Board appointment, a Director’s other commitments must be disclosed and the Nominations Committee 
must be satisfied that the potential appointee has su�cient time to properly discharge his or her duties. This includes 
the disclosure of other positions (including disclosure of any potential areas of conflict of interest) and estimates of the 
time commitments relating to them. All Directors were appointed at the time of the Company’s admission to AIM in 
June 2014 and all additional external appointments have been subject to further disclosures to the Board prior to 
those appointments.

Each Independent Directors has a portfolio of non-executive roles and none has a full time executive position. While 
new external appointments are entered into by the Independent Directors from time to time, the Board has always been 
satisfied, following careful review, that each Director remains able to fully commit the appropriate time to discharging 
their duties for the Company. All of the Prestbury Directors work full time for the Investment Adviser with very few 
external appointments. There have been no additions to the outside directorships of the Prestbury Directors in the 
period. The significant external appointments of all Directors are disclosed in their biographies on pages 32 and 33.

It is a requirement of the Code that no executive director holds more than one non-executive directorship of a FTSE 100 
company nor the chairmanship of such a company, nor should they hold any other ‘significant appointment’. While the 
Company has no executive directors, none of the Directors representing the Management Team holds a chairmanship or 
directorship of a FTSE 100 company, nor any other significant external appointment.

The Company Secretary
The Company Secretary is responsible for ensuring that the Board receives accurate, timely and clear information on 
the Group’s activities and is responsible to the Board for ensuring that Board procedures are followed. The appointment 
or removal of the Company Secretary is a matter for the whole Board.

The Company Secretary seeks to ensure that the information provided is su�cient to enable the Board and the 
committees of the Board to discharge their duties, and that the information provided covers operational and financial 
reporting together with assessments of market conditions, risks and the Group’s internal control environment. Reports 
are required to be submitted to the Board on a timely basis to allow su�cient time for review prior to Board or 
committee meetings.

Directors’ and o�cers’ insurance
The Directors are provided with independent professional advice at the Company’s expense where they judge it 
necessary to discharge their responsibilities. Directors’ and O�cers’ Liability Insurance cover of £15 million is maintained 
by the Company.
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Composition, Succession and Evaluation
J. Appointments to the Board should be subject to a formal, rigorous and transparent procedure and an e�ective 

succession plan should be maintained for Board and senior management. Both appointments and succession plans 
should be based on merit and objective criteria and, within this context, should promote diversity of gender, social and 
ethnic backgrounds, cognitive and personal strengths.

K. The Board and its committees should have combination of skills, experience and knowledge. Consideration should be 
given to the length of service of the Board as a whole and membership should be regularly refreshed.

L. Annual evaluation of the Board should consider its composition, diversity and how e�ectively members work together 
to achieve objectives. Individual evaluation should demonstrate whether each director continues to contribute 
e�ectively.

Succession planning
The Board as a whole is responsible for ensuring adequate succession planning so as to maintain an appropriate 
balance of skills. Changes to the structure, size and composition of the Board may be made following recommendations 
from the Nominations Committee. This includes the selection of the Chairman of the Board and the Company Secretary, 
and the appointment of the Senior Independent Director.

The Nominations Committee
The Nominations Committee consists of three Directors: Jonathan Lane, Nick Leslau and Mike Brown and is chaired by 
Jonathan Lane. Their biographies are shown on pages 32 and 33. The composition of the committee deviates from the 
Code requirement for the majority of members to be Independent. This is considered appropriate because the 
significant shareholding of the Management Team, including that of Nick Leslau and Mike Brown personally, provides 
very strong alignment with the interests of all shareholders.

The Report of the Nominations Committee appears on pages 56 and 57.

Re-election
All Directors are subject to election by shareholders at the first AGM following their appointment, and the Company’s 
Articles require that for the nine years following appointment they are subsequently subject to re-election at intervals of 
no more than three years. To date, Directors have o�ered themselves for re-election each year on a staggered basis 
such that approximately one third of the Board stood at each AGM.

The Code requires that all directors should o�er themselves for re-election annually and the Board has agreed that 
Directors will stand for re-election at each Annual General Meeting.

The Board considers that information su�cient for shareholders to make an informed decision on the re-election of 
Directors, including their specific skills relevant to a contribution to the long term success of the business, is included 
within this annual report and in the notice of AGM and accompanying explanatory notes on pages 120 to 127.

Terms of service
Any Independent Director who has held o�ce for nine or more consecutive years is required by the Articles of 
Association of the Company to stand down and o�er himself or herself for re-election at each AGM. No Independent 
Director of the Company has been in o�ce for more than nine years, each having been appointed in May 2014.

According to the written terms of appointment, each Director’s service contract is terminable on three months’ notice 
or, in the case of serious breach, without notice and without compensation for loss of o�ce.
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Board vacancies
There has been no Board vacancy since the Company’s admission to AIM. In the event that a vacancy arises, the 
Nominations Committee will oversee the process with due regard to the requirements of the Code and in accordance 
with the responsibilities set out in their report on page 56.

Evaluation
The Nominations Committee reviews the composition of the Board and performance relating to attendance, 
appropriate skills and adequacy of time devoted to Board duties.

The Board is responsible for undertaking an annual review of its own performance, that of its Committees and of 
individual Directors. The division of responsibilities is also kept under review.

The Board is required to determine the independence of Directors in light of their character, judgement and 
relationships, authorising conflicts of interest where, and in the manner, permitted by the Company’s Articles 
of Association.

In performing these reviews, the Board takes account of any feedback provided by shareholders, including through the 
Company’s Nominated Adviser and Broker. The evaluation of Prestbury’s e�ectiveness as Investment Adviser is carried 
out only by the Directors who are independent of Prestbury.

The Board considers at least annually whether a formal, externally facilitated Board evaluation is required. Such an 
evaluation is not considered necessary at this stage as the Board has demonstrated its ability to deal e�ectively with a 
large volume of significant transactions including listing, secondary placings, acquisitions, disposals, financings and 
refinancings. The appropriateness of an external Board evaluation will continue to be kept under review.

Development
Martin Moore, as Chairman, is responsible for ensuring that any ongoing training and development needs of the 
Directors are met, including those highlighted by any evaluations process. All Directors were appointed at the time of 
the Company’s listing and the listing process included an appropriate induction for all Directors. The remit of the 
Nominations Committee includes monitoring the skills and knowledge of the Directors and where necessary further 
support is provided.

Commitment
The Nominations Committee’s report on pages 56 and 57 includes confirmation that the commitment of each Director 
has been reviewed and confirmed as su�cient.
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Audit, Risk and Internal Control
M. The Board should establish formal and transparent policies and procedures to ensure the independence of  

and e�ectiveness of internal and external audit functions and satisfy itself on the integrity of financial and  
narrative statements.

N. The Board should present a fair, balanced and understandable assessment of the company’s position and prospects.

O. The Board should establish procedures to manage risk, oversee the internal control framework, and determine  
the nature and extent of the principal risks the company is willing to take in order to achieve its long term  
strategic objectives.

Audit policy and procedures
The Board is committed to complying with all relevant regulations concerning the independence of the external auditor. 
The responsibility for ensuring the appropriate independence and e�ectiveness of the external auditor rests with the 
Audit Committee who report their conclusions to the Board and who also summarise their work in this respect in their 
report on pages 50 to 52.

Approach to ensuring the integrity of financial and narrative reporting
The Board controls the integrity of financial and narrative reporting by ensuring that the composition of the Board 
includes individuals with su�cient and diverse experience, which includes ensuring that the Board includes a number 
of members who have relevant qualifications. The appropriateness of the qualifications and experience of the 
Investment Adviser’s finance team members and of the resources available to that team are reviewed each year in the 
internal control review which is conducted by the Audit Committee and the results of which are reported to the Board. 
The terms of the Investment Advisory Agreement also require that all financial and narrative reports are provided to 
the Board with su�cient time and in su�cient detail to enable their review and for the Board to interrogate the 
analyses provided.

The Audit Committee 
The Audit Committee assists the Board in discharging its risk management and internal control responsibilities under 
written terms of reference. It comprises three Independent Directors: Leslie Ferrar, Jonathan Lane and Ian Marcus, 
whose biographies are shown on pages 32 and 33.

The Committee is chaired by Leslie Ferrar, who the Board considers to have recent and relevant financial experience 
including an appropriate professional qualification. Jonathan Lane and Ian Marcus both have many years’ experience in 
real estate capital markets and financing and the Board considers this experience also to be both recent and relevant to 
the Committee’s activities.

Only members of the Audit Committee have the right to attend Committee meetings. The auditors and key personnel 
from the Investment Adviser are invited to attend meetings and the Company Secretary and other non-members may 
be invited to attend all or part of any meeting as and when appropriate. The Committee chairman reports formally to 
the Board on proceedings after each meeting on all matters within the Committee’s duties and responsibilities and 
demonstrates how it has discharged those responsibilities.

The Audit Committee meets at least twice each year at appropriate intervals in the financial reporting and audit cycle. 
Outside the formal meeting programme, the Committee chairman maintains a dialogue with key individuals involved in 
the Company’s governance, including the Chairman, members of the Investment Adviser’s finance team, the 
independent external valuers and the external audit partner.

Audit Committee role and responsibility
More detail on the activities of the Audit Committee during the year, including a summary of its role and responsibilities, 
is provided in the Audit Committee Report on pages 50 to 52.
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Financial and business reporting
The Board is responsible for preparing this annual report and has reviewed whether, taken as a whole, it presents a fair, 
balanced and understandable picture of the Group’s position and prospects. The Board has concluded that the annual 
report provides the information necessary for shareholders to assess the Company’s position, performance, business 
model and strategy. This includes an explanation of how the Company aims to generate or preserve value in the long 
term, included in the Strategic Review on page 23.

A description of the Directors’ responsibilities regarding the financial statements is set out in the Directors’ Report on 
page 59 and a description of the auditors’ responsibilities is set out in their report on page 64.

Risk management, internal control and Group risk review
The Board is responsible for the internal controls of the Group, including operational and compliance controls and risk 
management systems, which are documented in a Board memorandum which is updated and reviewed at least 
annually. As with any risk management system, the Group’s internal control framework is designed to manage risk but 
cannot give absolute assurance that there will never be any material misstatement or loss.

The Board has reviewed the risk management and internal control framework in the year using, in addition to their own 
experience and expertise, the approach documented in the ICAEW’s Technical Release “TECH14/14CFF – Guidance on 
Financial Position and Prospects Procedures” in order to evaluate the appropriateness and e�ectiveness of the internal 
control framework. External supporting evidence is obtained where appropriate. The Board has also had regard to the 
Financial Reporting Council’s “Guidance on Risk Management, Internal Control and Related Financial and Business 
Reporting” dated September 2014. The Board memorandum on internal control includes the Group’s risk register which 
includes explanations of any changes in risk assessment since the register was last reviewed.

The Group’s risk register underpins the Board’s assessment of the principal risks facing the Group and how they may be 
mitigated, including consideration of matters that may in future threaten the performance of the Group, its business 
model or its viability. A robust assessment of emerging and principal risks is undertaken both on the basis of their 
relevance to the business on a steady state basis and their relevance to delivery of the Board’s growth aspirations. The 
key risks identified in that review are described in the Strategic Review on pages 28 to 30.

The Board requires that any weaknesses in the internal control framework of the Company identified by the external 
auditor or the Management Team are reported to the Audit Committee. Further, any weaknesses in the internal control 
framework of the Investment Adviser identified by the Management Team or the external auditor to the Investment 
Adviser are required to be reported to the Audit Committee. No material control weaknesses have been identified but, 
in the event that any are reported, the Audit Committee will bring them to the attention of the Board.

On the basis of this review, the Board believes the internal controls to be working e�ectively with no significant failings 
or weaknesses in the framework identified. The control framework documented and tested in the Board memorandum 
was in place during the year and up to the date of approval of this annual report and the processes documented remain 
in operation.

The Board has asked the Audit Committee to review whether an internal audit function should be established. The Audit 
Committee’s approach to this review and their conclusions are set out in the report of the Audit Committee on page 51.

Going concern and viability
Statements confirming the status of the Company and Group as a going concern and their longer term viability over a 
five year period are set out in the Strategic Review on page 31.
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Remuneration
P. Remuneration policies and practices should be designed to support strategy and promote long term sustainable 

success. Executive remuneration should be aligned to Company purpose and values and be clearly linked to the 
successful delivery of the Company’s long term strategy.

Q. A formal and transparent procedure for developing policy on executive remuneration and determining Director and 
senior management remuneration should be established. No Director should be involved in determining their own 
remuneration outcome.

R. Directors should exercise independent judgement and discretion when authorising remuneration outcomes, taking 
account of Company and individual performance, and wider circumstances.

The Remuneration Committee
The Board has appointed a Remuneration Committee comprised of three Independent Directors: Ian Marcus, who is 
Chairman of the Committee, Leslie Ferrar and Martin Moore. Their biographies are shown on pages 32 and 33.

Only members of the Remuneration Committee have the right to attend Committee meetings but other individuals and 
external advisers may be invited to attend for all or part of any meeting as and when appropriate. Appointments to the 
Committee are made by the Board. The Chairman of the Board may not be chairman of the Committee.

The Remuneration Committee meets at least once each year and otherwise as required, and the Committee chairman 
attends the AGM to answer any questions about the Committee’s activities. The report of the Remuneration Committee 
to shareholders is included on pages 53 to 55.

Policy responsibility
The responsibilities of the Committee are set out in the report on page 53 and include setting remuneration policy for 
the Chairman and the executive team which for these purposes means the Investment Adviser.

The Board considers the appropriateness of the level of remuneration for all Directors each year, having regard to the 
time commitment and responsibilities involved. The assessment of the performance of the Chairman is determined by 
the other Directors.

Shareholder alignment
As an externally managed business, the shareholder alignment strategy for the Company was carefully designed at the 
time of its listing in 2014, and the Board continues to recognise the crucial importance and benefits of strong alignment 
between the Management Team and shareholders.

Under the terms of the Investment Advisory Agreement which was put in place at the time of listing and which is, as 
explained in the Report of the Remuneration Committee, kept under regular review, the Investment Adviser is rewarded 
for above target shareholder returns in any financial year. Any incentive fees are subject to appropriate safeguards for 
investors including a priority benchmark return for investors before any fee is earned, a cap on incentive fees payable on 
the results of operations and the payment of any fees in shares. These arrangements are explained in note 26 to the 
financial statements.

Sales of any shares received by the Investment Adviser in satisfaction of incentive fees are restricted (save for certain 
limited exceptions), with the restriction lifted on a phased basis over a period from 18 to 42 months. This is shorter than 
the total vesting and holding period of five years recommended in the Code. The Code has been adopted subsequent 
to the most recent external benchmarking exercise for the incentive fee arrangements at which time the vesting and 
holding periods for shares awarded as incentive fees were considered to be appropriate and in line with the prevailing 
guidance at the time.

The Code also recommends that the Remuneration Committee formulates a formal policy for post employment 
shareholdings. Given the Company’s external management structure, compliance with this aspect of the Code is not 
possible, as the Board does not control the Investment Adviser. However, we note the commentary on the Company’s 
share dealing code below.

Share dealing code
The Board takes all reasonable steps to ensure compliance by the Directors with the provisions of the AIM Rules relating 
to dealings in securities of the Company and has adopted a share dealing code for this purpose. Further, the Board has 
taken steps to ensure that partners of the Investment Adviser and sta� engaged by the Investment Adviser and its 
delegates also comply with the terms of the share dealing code. The Board and Investment Adviser provide annual 
attestations in this respect.

Corporate Governance Report continued
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Avoidance of formulaic outcomes
In its most recent review of the Investment Advisory Agreement, the Remuneration Committee and its external advisers 
had regard to the risk of formulaic application of the fee calculations giving rise to a mismatch between returns 
achieved by shareholders and the Management Team. As a result, the Company and the Management Team agreed to 
introduce a cap on incentive fees arising on the Group’s operations, in order to avoid undesirable outcomes of this type. 
The approach of the Remuneration Committee to this aspect of the Code is explained in their report on page 54.

Pension contributions
The Company does not bear the cost of any pension contributions as these are all borne by the Investment Adviser.

Notice periods and compensation for loss of o�ce
The notice period for the Independent Directors is three months.

The Investment Advisory Agreement expires in December 2025 and is subject to its next review by the Remuneration 
Committee in December 2022. As explained at the time of the most recent independent benchmarking exercise carried 
out in March 2019 with the assistance of AON’s compensation practice, this was considered an appropriate period over 
which to secure the Management Team in the interests of shareholders as a whole. There are no break payments or 
renewal rights (on either side) at the end of the term. The agreement is terminable by the Company in certain 
circumstances and in general any termination fee would amount to six months’ advisory fees and the maximum fee 
payable, in the event of a change of control of the Company, would be one year’s advisory fee.

Costs of the executive team and shareholder alignment 
While the Company does not employ any executive management, the Independent Directors consider that the 
provisions underlying Principles P to R of the Code are in the main applicable to the Investment Advisory Agreement. 
The Remuneration Committee sets out in its report on page 53 its assessment of how, specifically, the Company has 
complied with the provisions of the Code as to the assessment of remuneration policy.

Signed on behalf of the Board on 12 March 2020.

Leslie Ferrar
Director
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Role of the Audit Committee 
The Audit Committee’s primary responsibility is to monitor the integrity of the financial statements of the Company and 
Group, covering the annual report and financial statements, the interim report and financial statements, and any other 
formal financial announcement made by the Company. The Committee reviews that information and reports to the 
Board on significant financial reporting issues and judgements, having regard to matters communicated to it by the 
auditors and the Investment Adviser. In particular, the Committee reviews and challenges where necessary:

• the consistency of, and any changes to, accounting policies both from year to year and across the Group;
• the methods used to account for significant or unusual transactions where di�erent approaches are possible;
• whether the Group and Company have followed appropriate accounting standards and made appropriate estimates 

and judgements, taking into account the views of the external auditor;
• the clarity and completeness of disclosure in the Group’s and Company’s financial reports and the context in which 

statements are made; and
• all material information presented with the financial statements, such as the business review and the corporate 

governance statements relating to the audit and to risk management.

The Audit Committee reviews the content of the annual report and financial statements to advise the Board whether, 
taken as a whole, they are fair, balanced and understandable and provide the information necessary for shareholders to 
assess the Company’s performance, business model and strategy.

The other key responsibilities of the Audit Committee are:

• overseeing the relationship with the auditors, including an assessment of their independence and the e�ectiveness of 
the audit;

• at least annually, reviewing the Investment Adviser’s report on regulatory compliance and the Group’s risk register;
• reviewing the adequacy and e�ectiveness of the Company’s internal financial controls and internal control and risk 

management systems, including those of the Investment Adviser and its delegates as far as they are relevant to the 
Company; and

• reviewing the adequacy and security of the Company’s arrangements for any relevant party to raise concerns, in 
confidence, about possible wrongdoing in financial reporting, regulatory matters or other relevant matters.

In overseeing the relationship with the auditor, the Committee considers and makes recommendations to the Board, to 
be put to shareholders for approval at the AGM, in relation to the appointment, reappointment or removal of the auditor. 
If an auditor resigns, the Committee is required to investigate the issues leading to this and to decide whether any 
action is required. The Committee also makes recommendations on the remuneration of the auditor, including fees for 
both audit and any non-audit services, ensuring that the level of fees is appropriate to enable an e�ective and high 
quality audit to be conducted while remaining reasonably consistent with other similar real estate companies. Where 
the auditor undertakes non-audit work, the Committee considers whether that work could be detrimental to the 
independence of the auditor. The Committee also approves the auditors’ terms of engagement, including the scope of 
the audit, and on an annual basis assesses their independence and objectivity, taking into account relevant UK 
professional and regulatory requirements and the relationship with the auditor as a whole, including the provision of any 
non-audit services to the Group and any services to the Investment Adviser and its associated undertakings.

Composition of the Audit Committee
Leslie Ferrar, Jonathan Lane and Ian Marcus, whose biographies are shown on pages 32 and 33, are the members of the 
Audit Committee and Leslie Ferrar is its Chairman. The Committee has assessed whether its members have the requisite 
skills to carry out their role and believes that the composition of the Committee remains appropriate.

Meetings of the Audit Committee
The Audit Committee met twice in each of 2019 and 2018. In 2019, meetings were held after the 2018 audit at the 
reporting stage and just prior to the 2019 interim results announcement, and both meetings were attended by all 
members of the Committee. Part of each meeting took place without the Investment Adviser being present but with the 
auditor, to provide a forum to discuss any issues arising relating to the Investment Adviser. Committee members also 
met with the Group’s independent external valuers prior to the finalisation of this report, the 2019 interim report and the 
2018 annual report.

Audit Committee Report
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External audit
BDO LLP were appointed auditor of the Company on 10 August 2007. The audit partner is Richard Levy, who became 
senior statutory auditor after the finalisation of the 2018 financial statements in March 2019.

The Committee met formally with the auditor at each Committee meeting during the year. The Committee’s review of 
the findings of the audit with the auditor included:

• a discussion of any major issues which arose during the audit;
• a review of the key accounting and audit judgements;
• confirmation of the levels of any potential adjustments identified during the audit;
• an assessment of the overall control environment; and
• an assessment of the e�ectiveness of the audit process.

The Committee has considered the performance, e�ectiveness and objectivity of the auditor through its regular 
meetings and communications with them. The Committee’s assessment is that the auditor has the necessary 
experience, independence and qualifications to deliver an e�ective audit, and that their ability to challenge and review 
the Investment Adviser and Board is su�cient and appropriate. There are therefore no current plans for re-tendering 
the audit. The Committee recommends that shareholders vote in favour of the reappointment of the auditor which is 
proposed as an ordinary resolution at the Company’s forthcoming AGM.

The Group had a policy for non-audit services during the year to ensure compliance with the requirements of the Financial 
Reporting Council’s “Revised Ethical Standard 2016” applicable to public interest entities. Under that policy, non-audit 
services may not be carried out by the auditor if they are considered to have a direct e�ect on the financial statements or 
an indirect e�ect that is not inconsequential. With e�ect from 15 March 2020, the Group’s policy for non-audit services has 
been updated to comply with the requirements of the Financial Reporting Council’s new “Revised Ethical Standard 2019”.

The total fees charged by the auditor to the Group during the year were £259,000 as disclosed in note 8 to the financial 
statements. This total includes £39,000 of non-audit work during the year, £35,000 of which relates to work that is 
typically performed by a company’s auditor, principally the review of the interim report and financial statements. In the 
Committee’s view, the auditor was best placed to most e�ciently and cost-e�ectively carry out these non-audit 
services and the fees paid for this work are not considered a threat to auditor independence.

The Committee has also reviewed audit and any other fees paid to the auditor by the Investment Adviser and its 
associated undertakings and does not consider them to be detrimental to the independence of the auditor.

Risk management and internal control
During the year, the Audit Committee reviewed the Group’s risk register, which is maintained by the Investment Adviser 
subject to the supervision and oversight of the Committee. The Audit Committee also commissioned and reviewed a 
report on the Group’s internal control framework, prepared by the Investment Adviser and reviewed by the Audit 
Committee after which it was recommended for adoption by the Board. This Board memorandum is more fully 
described in the Corporate Governance Report on page 47. Taking into account that review, together with the 
Committee members’ knowledge of the business and their experience, the Committee has reviewed and approved any 
statements included in the annual report concerning internal controls and risk management.

Taking together the relative simplicity of the business and the review of the internal control and compliance framework 
conducted in the year the Committee has concluded that it remains appropriate for the Company not to have an 
internal audit function. The external auditor is aware of the fact that there is no internal audit function. At the audit 
planning stage each year, the auditor presents to the Committee the proposed approach to the audit for the financial 
year including an assessment of risk areas and of materiality. In weighing up whether or not they are satisfied with the 
auditor’s proposed approach, the Audit Committee’s assessment includes any risk to the business arising from 
deficiencies in internal controls or failures to operate controls consistently and e�ectively.

The Audit Committee has reviewed the adequacy of the Company’s arrangements for any relevant party to raise 
concerns, in confidence, about possible wrongdoing in financial reporting, regulatory or other relevant matters. The 
Committee considers that these arrangements allow confidential reporting, proportionate and independent 
investigation of any matters and appropriate follow up action. It has also reviewed the Company’s and Investment 
Adviser’s procedures for detecting fraud and for preventing bribery and considers them to be appropriate.
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Significant matters and judgements relating to the financial statements
The significant matters and judgements that the Committee reviewed before recommending the financial statements to 
the Board for approval were as follows:

Investment property valuations

•  Investment Adviser’s Report 
(pages 7 to 9)

•  Strategic Review risks and 
uncertainties (page 28)

•  Note 12 to the Group financial 
statements

Investment properties make up the majority of the Group’s assets. Investment property 
valuations are inherently subjective, but the Group operates in mature and liquid property 
markets in the UK and Germany, jurisdictions with well developed valuation processes and 
methodologies. The opinion of independent external valuers is obtained at each reporting date, 
using recognised valuation techniques and the principles of IFRS 13 “Fair Value Measurement”. 
The valuations at the balance sheet date were performed by CBRE Limited (91% of the portfolio 
by value) and Christie & Co (9% of the portfolio by value), each of whom the Audit Committee 
believes to be suitably independent, competent and experienced to carry out the work.

Committee members attended meetings between the auditor and each of the independent 
external valuers which included detailed discussions of material fair value changes and a 
comparison of changes to external sources such as MSCI Indices. The meetings also included a 
review of current conditions and recent, relevant transactions to provide a context for the 
valuations and to allow an assessment of the assumptions and judgements made by the 
independent external valuers. The Committee’s intention is to continue to meet with the valuers 
in future to discuss their six-monthly valuations.

The Committee considers that the inputs provided by the Group to the independent external 
valuers for the valuations adopted in the financial statements were accurately extracted from 
the Group’s accounting records. The Committee also reviewed the level of disclosure in note 12 
to the financial statements and considers that it meets the requirements of IFRS 13.

Revenue recognition relating  
to rent reviews

•  Investment Adviser’s Report 
(page 11)

•  Note 2b to the Group financial 
statements

An open market rent review, e�ective May 2018, on the Ramsay hospitals has been outstanding 
throughout the financial year. Rents cannot decrease as a result of the review. The Group’s 
accounting policy is to include an estimate in the financial statements of how much, if any, 
additional revenue should be recognised as a result of that review. Given the uncertainty about 
the amount of any uplift, the Committee considers that it is not appropriate to reflect any 
additional revenue in the current year as a result of the review. This is consistent with the 
independent external valuation of the relevant investment properties, which is based on the 
current passing rent before any uplift.

Going concern and viability  
statement

• Strategic Review (page 31)
•  Corporate Governance Report 

(page 47)
•  Note 2b to the Group financial 

statements

The Board is required to consider whether the Group has adequate resources to continue in 
operational existence for the foreseeable future, which is considered to be at least twelve 
months from the date of approval of the annual report.

The Audit Committee has reviewed the Investment Adviser’s work on going concern, which 
included a report on the Group’s liquidity position, compliance with loan covenants and the 
financial strength of its tenants, together with forecasts of the Group’s cash flow over the period 
to at least 30 June 2021. As a result, the Committee has concluded that the going concern basis 
remains appropriate.

The Committee has also reviewed the work of the Investment Adviser to support the viability 
statement included in the Strategic Report, which included forecasts of the Group’s financial 
position over the period to 31 December 2024. In carrying out this review, the Committee also 
considered the risks and assumptions relevant to those forecasts, together with the various 
sensitivity scenarios modelled in them. As a result, the Committee has concluded that there is a 
reasonable expectation that the Group will be able to continue in business over the five year 
period of the assessment.

Signed on behalf of the Audit Committee on 12 March 2020.

Leslie Ferrar
Audit Committee Chairman
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Remuneration Committee Report

Role of the Remuneration Committee
The main responsibilities of the Remuneration Committee, which apply as necessary to the Company, its subsidiary 
undertakings and the Group as a whole, are:

• to determine and agree with the Board the framework or broad policy for any changes to the Investment Advisory 
Agreement, which is the agreement which sets out the terms of appointment of the Investment Adviser; and

• to set the remuneration policy for the Company’s Chairman.

The Board determines the remuneration of the Directors within the £300,000 limit on aggregate annual fees set out in 
the Articles of Association unless that amount is varied by way of an ordinary resolution of shareholders.

In determining remuneration policy, the Remuneration Committee takes into account all factors which it deems 
necessary, including the Company’s strategy and the risk environment in which it operates, relevant legal and regulatory 
requirements, the provisions and recommendations of the Code considered to be relevant, and associated guidance. 
The objective is to attract, retain and motivate management of the quality required to run the Company and Group 
successfully without paying more than is necessary, with a view to implementing policies that encourage alignment of 
the Management Team to the Company’s long term strategic goals. In doing so the Committee has regard to the views 
of shareholders and other stakeholders and takes into account the risk appetite of the Company.

In order to obtain reliable, up to date information about remuneration in other companies of comparable scale and 
complexity, the Remuneration Committee may appoint remuneration consultants and commission or purchase any 
reports, surveys or information which it deems necessary, at the expense of the Company but within any budgetary 
constraints imposed by the Board.

Composition of the Remuneration Committee
The Remuneration Committee comprises Ian Marcus, Leslie Ferrar and Martin Moore, whose biographies are shown on 
pages 32 and 33, and is chaired by Ian Marcus. All members of the Committee are Independent Directors.

Meetings of the Remuneration Committee
The Remuneration Committee met once during the financial year and held two further meetings in 2020. All meetings 
were attended by all members of the Committee.

Compliance with the provisions of the UK Corporate Governance Code
In reviewing the terms of the Investment Advisory Agreement (material terms of which are summarised in note 26 to the 
financial statements) and the fee arrangements within it, the Committee has considered the extent to which the 
outcome for shareholders and management is consistent with the provisions of the UK Corporate Governance Code. 
Specifically:

• Clarity and transparency is achieved by way of the structure of the Investment Advisory Agreement which 
compensates the executive through the advisory fee to cover all overheads and running costs relating to the Group 
and which provides strong shareholder alignment through the potential to earn further shares in the Company by 
way of incentive fees.

• The structure of and rationale behind the Investment Adviser’s fees are explained in note 26 to the financial 
statements and are designed to be simple and not to require subjectivity in their calculation.

• From a risk management perspective, the Committee has been careful to ensure that the target for any incentive fees 
is well aligned with the interests of shareholders and not subject to undue influence or manipulation by the 
Investment Adviser.

• Given the simple arithmetic underlying the fee calculations, the range of potential outcomes is straightforward to 
calculate and not subject to discretion. While the Code recommends oversight of the level of reward to individual 
team members, this is not appropriate in the case of an externally managed structure where the Independent 
Directors do not control the workforce.

• Poor performance is not rewarded. Total Accounting Return is considered to be an appropriate measure of 
performance and the incentive fee basis has been designed to first deliver appropriate priority returns to 
shareholders and then to ensure that cumulative performance is taken into account in calculating any share awards 
through the mechanism of the high water mark, where performance must always exceed the level at which an 
incentive fee was last earned, plus 10% per annum.

• The fee package is considered to be well aligned to the overall purpose, values and strategy of the Company by way 
of the focus on delivery of Total Accounting Return above a benchmark level, by always prioritising shareholder 
returns before any incentive fee is paid, and by paying any such fee in shares that are restricted from sale (save in 
limited circumstances) only released from restriction on a phased basis between 18 and 42 months.
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Management contract term and fee arrangements
In its 2018 report, the Committee confirmed that it had reviewed the terms of the management contract with the 
benefit of independent advice from consultants in AON’s compensation practice. Having considered the long term 
interests of the Company, in light of the Company’s strong historic returns and together with the results of their review 
and the independent advice received, the Committee made recommendations to the Independent Directors and the 
following package of amendments were agreed by the Independent Directors and Prestbury which took e�ect from 
1 April 2019:

• the term of the agreement was extended by three and a half years, to expire in December 2025;
• advisory fees payable on EPRA NAV above £1.5 billion were reduced from 0.75% per annum to 0.5% per annum; 
• incentive fees payable, save in the case of a sale of at least the majority of the business, were capped at 5.0% of 

EPRA NAV, where previously there was no cap; and 
• the agreement is subject to review again in December 2022 and would also be subject to review in the event that the 

Company proposes to move to the Main Market of the London Stock Exchange.

Following the announcement of these changes, the Chairman of the Company and of the Remuneration Committee 
made themselves available for meetings with investors prior to the amendments taking e�ect. The feedback received 
from investors did not result in any changes.

The Committee has sought and received confirmation from the Investment Adviser that it complies with all governance 
requirements relevant to it.

As announced by the Company on 25 February 2020, following an approach by the Investment Adviser with a proposal 
to reduce its advisory fees earned on the undeployed surplus cash generated from the sale of eight hospitals in August 
2019, the basis of the fee calculation is to be revised with e�ect from 1 April 2020. The e�ect of this revision will be to 
exclude from EPRA NAV, for the purposes of calculating the advisory fee, the £164 million cash surplus on sale, less 
cash deployed to top up the quarterly dividend to reflect the reduction in net income as a result of the sale, in 
acquisitions or in debt management. The balance of the surplus cash will be disclosed at each reporting date following 
the changes coming into e�ect. The Committee considered these proposals and recommended them to the Board prior 
to the approval of these arrangements by the Independent Directors.

Workforce engagement
The Committee has responsibility for ensuring that engagement between the Independent Directors and the employees 
of the Investment Adviser and its associated service provider (together the Prestbury Group) are appropriate and that 
the workplace culture of the Prestbury Group is aligned with the values of the Company and appropriate for the 
delivery of the Company’s strategy. Ian Marcus has taken specific responsibility for workforce engagement. No 
workforce issues have been identified in this regard.

Remuneration Committee Report continued
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Directors’ fees
The Independent Directors receive fixed fees for their services. The Directors connected to Prestbury share (with the 
other members of the Prestbury team) in the advisory fees out of which they meet the majority of the Group’s 
overheads and any incentive fees paid by the Company. They do not receive any Directors’ fees or other remuneration 
from the Company. These advisory and incentive fees are calculated in accordance with the Investment Advisory 
Agreement and are disclosed in note 26 to the Group financial statements.

The remuneration of the Chairman was benchmarked at the time of the Company’s listing in June 2014 and again in 
2019. The Chairman’s remuneration has remained unchanged at £75,000 per annum since listing. The Directors’ 
remuneration for the year, all of which represents fees for services provided, is shown in the table below.

Annual fee
£000

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Martin Moore (Chairman of the Company) 75 75 75
Mike Brown – – –
Leslie Ferrar (Chairman of the Audit Committee) 45 45 44
Sandy Gumm – – –
Jonathan Lane (Chairman of the Nominations Committee) 40 40 39
Nick Leslau – – –
Ian Marcus (Chairman of the Remuneration Committee and Senior 

Independent Director) 40 40 39

Total 200 200 197

Signed on behalf of the Remuneration Committee on 12 March 2020.

Ian Marcus
Remuneration Committee Chairman
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Role and responsibilities of the Nominations Committee
The Board as a whole is responsible for ensuring adequate succession planning so as to maintain an appropriate 
balance of skills on the Board. Any changes to the structure, size and composition of the Board may be made following 
recommendations from the Nominations Committee.

The Committee operates under written terms of reference. Only members of the Committee have the right to attend 
meetings of the Committee but other individuals such as the Company Secretary and external advisers may be invited 
to attend all or part of any meeting as and when appropriate or necessary. The Committee meets at least once a year 
and otherwise as required, and the Committee chairman attends the AGM to answer any shareholder questions about 
the Committee’s activities.

The responsibilities of the Nominations Committee are:

• to regularly review the structure, size and composition (including the skills, knowledge, experience and diversity) of 
the Board and make recommendations to the Board with regard to any changes;

• to give full consideration to succession planning for Directors and the Investment Adviser in the course of its work, 
taking into account the challenges and opportunities facing the Company, and the skills and expertise expected to be 
needed on the Board in the future;

• to keep under review the leadership needs of the Group, with a view to ensuring the continued ability of the Group to 
compete e�ectively;

• to keep up to date and fully informed about strategic issues and commercial changes a�ecting the Group and the 
market in which it operates; and

• to be responsible for identifying and nominating for Board approval, any candidates to fill Board vacancies as and 
when they arise.

Before any appointment is made by the Board, the Nominations Committee is required to evaluate the balance of skills, 
knowledge, experience and diversity on the Board, and, in the light of this evaluation, prepare a description of the role 
and capabilities required for a particular appointment. In identifying suitable candidates the Committee shall consider 
whether it is appropriate to use open advertising or the services of external advisers to facilitate the search; consider 
candidates from a wide range of backgrounds assuming such candidates put themselves forward; and consider 
candidates on merit, against objective criteria and with due regard for the benefits of diversity on the Board, in all cases 
taking care that appointees have enough time available to devote to the position. Additional requirements apply for the 
appointment of the Chairman, including the preparation of a job specification.

The Committee is required to make recommendations to the Board concerning:

• plans for succession for Directors, in particular for the key role of Chairman, and for the Investment Adviser;
• suitable candidates for the role of Senior Independent Director;
• membership of the Audit and Remuneration Committees and any other Board committees as appropriate, in 

consultation with the chairmen of those committees;
• the reappointment of any Director at the conclusion of their specified term of o�ce, having given due regard to their 

performance and ability to continue to contribute to the Board in the light of knowledge, skills and experience 
required;

• the re-election by shareholders of Directors under the annual re-election provisions of the Code, having due regard 
to their performance and ability to continue to contribute to the Board in the light of the knowledge, skills and 
experience required and the need for progressive refreshing of the Board, particularly in relation to Directors being 
re-elected for a term beyond six years;

• any matters relating to the continuation in o�ce of any Director at any time; and
• the appointment of any person as a Director.

Nominations Committee Report
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Composition of the Nominations Committee
The Nominations Committee comprises Jonathan Lane, Nick Leslau and Mike Brown, whose biographies are shown on 
pages 32 and 33, and is chaired by Jonathan Lane, who is independent of Prestbury, the Investment Adviser. Nick 
Leslau and Mike Brown are also Chairman and Chief Executive, respectively, of the Investment Adviser.

Report on the Committee’s Activities
The Committee met once during the financial year in March 2019, ahead of the approval of the 2018 report and 
accounts, and most recently in March 2020. Both meetings were attended by all members of the Committee.

Commitment
A review by the Committee in the year established that all Directors are able to allocate su�cient time to the Company 
to discharge their responsibilities e�ectively. All Directors were advised prior to their appointment of the expected time 
required to fulfil their roles and each Director has confirmed that they remain able to commit the time required to 
discharge their duties. Any material change in a Director’s commitments outside the Company are required to be, and 
where relevant have been, disclosed to the Chairman of the Company prior to the acceptance of any such appointment. 
Material commitments of the Directors are shown in their biographies on pages 32 and 33.

Development
The Chairman is responsible for ensuring that any ongoing training and development needs of the Directors that are 
relevant for their role in the Company are met. All Directors were appointed at the time of the Company’s listing and the 
listing process included an appropriate induction for all Directors. The remit of the Nominations Committee includes 
monitoring the skills and knowledge of the Directors and, where necessary, further support is provided. There are no 
training or development activities conducted in the year that are considered material to report.

Evaluation
The Nominations Committee reviews the composition of the Board and performance relating to attendance, 
appropriate skills and adequacy of time devoted to Board duties.

In performing these reviews, the Committee has taken account of any feedback provided by shareholders, including 
through the Company’s Nominated Adviser and Broker. No concerns have been raised in the year by external 
stakeholders. During the year the Committee conducted a review of the balance of skills on the Board in the context of 
the risks identified in the Group’s risk register and confirmed that the balance of skills, knowledge, experience and 
diversity on the Board is appropriate to the Group, its operations and the risks that it faces.

Diversity and inclusion policy
The Group’s diversity and inclusion policy is set out in the Strategic Report on page 24.

Succession Planning
In conducting the annual review of the size structure and composition of the Board, the Committee has also had regard 
to the likely future needs of the Company including the terms of service for Directors recommended by the Code. 

All directors have served since May 2014 and all have expressed a willingness and ability to continue in o�ce. The 
Investment Adviser is appointed under a contract which expires in December 2025 and which is further commented on 
in the Report of the Remuneration Committee on page 54.

The Committee does not consider there to be any requirements for specific succession planning for Directors or the 
Investment Adviser at this time.

Signed on behalf of the Nominations Committee on 12 March 2020.

Jonathan Lane
Nominations Committee Chairman
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The Directors present their report together with the audited financial statements for the year ended 31 December 2019. 
The Corporate Governance Report on pages 36 to 49 forms part of this Directors’ Report.

Directors
All Directors are non-executive directors and their biographies are set out pages 32 and 33. Details of the fees paid to 
Directors in the year are set out in the Remuneration Committee’s Report on page 55.

All directors are standing for re-election at the AGM.

The Company maintains £15 million of Directors’ and O�cers’ Liability insurance cover for the benefit of the Directors, 
which was in place throughout the year and which continues in e�ect at the date of this report.

The beneficial interests of the Directors and their families in the ordinary shares of the Company as at 31 December 2019 
and at the date of this report were as follows:

Number of
shares

Percentage of 
issued share 

capital

Nick Leslau*† 18,342,009 5.68%
Mike Brown† 1,183,580 0.37%
Sandy Gumm† 192,574 0.06%
Martin Moore 118,357 0.04%
Ian Marcus 87,002 0.03%
Jonathan Lane 57,471 0.02%
Leslie Ferrar 22,739 0.01%

* comprising 16,850,300 ordinary shares held by PIHL Property LLP, an LLP in which he has a 95% indirect interest, and 1,491,709 shares held in a 
company which he wholly owns.

† in addition to the amounts shown above, as at 31 December 2019 a further 19,059,132 ordinary shares, representing 5.9% of the issued share capital, 
were owned by Prestbury Incentives Limited, a company with the same shareholders as Prestbury Investment Partners Limited, the Investment Adviser 
to the Group. Prestbury Investment Partners Limited currently holds no shares in the Company but is expected to be awarded 1,184,551 shares in March 
2020 upon the issue of shares in satisfaction of the 2019 incentive fee. Nick Leslau, Mike Brown and Sandy Gumm are shareholders in and directors of 
Prestbury Incentives Limited and Prestbury Investment Partners Limited.

During the year, the Company paid dividends totalling £3.9 million (2018: £3.5 million) in aggregate to Directors on their 
shareholdings. A further £3.0 million (2018: £2.3 million) was paid to Prestbury Incentives Limited on its shareholding.

Significant shareholdings
As at 11 March 2020 the Directors have been notified that the following shareholders have a disclosable interest of 3% or 
more in the ordinary shares of the Company:

Number of
shares

Percentage of 
issued share 

capital

Artemis Fund Managers Limited 37,139,371 11.5%
Kames Capital Plc 22,520,108 7.0%
Invesco Limited 21,983,969 6.8%
Prestbury Incentives Limited* 19,059,132 5.9%
Old Mutual Plc 17,332,228 5.4%
PIHL Property LLP* 16,850,300 5.2%
Troy Asset Management Limited 16,180,608 5.0%
Investec Wealth & Investment Limited 12,516,310 3.9%
Dominic Silvester 11,157,225 3.5%

* entities associated with the Management Team, with interests totalling 11.1%. Including shares to be issued in settlement of the 2019 incentive fee, a 
further 1.2% is held separately by Management Team members.

Directors’ Report
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Political contributions
The Group made no political contributions during the current or prior year.

Other disclosures
Disclosures of financial risk management objectives and policies and exposure to financial risks are included in note 18 
to the financial statements. Disclosures of any future developments in the business are set out in the Strategic Report 
and disclosure of post balance sheet events are included in note 27 to the financial statements.

Statement of Directors’ responsibilities
The Directors are responsible for preparing the annual report and the financial statements in accordance with 
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial period. Under that law the 
Directors have elected to prepare the Group financial statements in accordance with International Financial Reporting 
Standards as adopted by the European Union, and the Company financial statements in accordance with applicable law 
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including 
Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland. Under 
company law the Directors must not approve the financial statements unless they are satisfied that they give a true and 
fair view of the state of a�airs of the Group and Company and of the profit or loss of the Group for that period. The 
Directors are also required to prepare financial statements in accordance with the rules of the London Stock Exchange 
for companies trading securities on AIM.

In preparing these financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;
• make judgements and accounting estimates that are reasonable and prudent;
• state whether applicable accounting standards have been followed, subject to any material departures disclosed and 

explained in the financial statements; and
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company 

and Group will continue in business.

The Directors are responsible for keeping adequate accounting records that are su�cient to show and explain the 
Company’s transactions, disclose with reasonable accuracy at any time the financial position of the Company and 
enable them to ensure that the financial statements comply with the requirements of the Companies Act 2006. They 
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the 
prevention and detection of fraud and other irregularities.

The Company is required to make the annual report and financial statements available on a website. The Company’s 
website address is www.SecureIncomeREIT.co.uk. Financial statements are published on the Company’s website in 
accordance with legislation in the United Kingdom governing the preparation and dissemination of financial statements, 
which may vary from such legislation in other jurisdictions. The maintenance and integrity of the Company’s website is 
the responsibility of the Directors. The Directors’ responsibility also extends to the ongoing integrity of the financial 
statements contained therein.

Disclosure of information to auditor
All of the Directors have taken all the steps that they ought to have taken to make themselves aware of any information 
needed by the auditor for the purposes of the audit and to establish that the auditor is aware of that information. The 
Directors are not aware of any relevant audit information of which the auditor is unaware.

Auditor
A resolution to reappoint BDO LLP as auditor to the Company will be proposed at the AGM.

Signed by order of the Board on 12 March 2020.

Sandy Gumm
Company Secretary
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Opinion
We have audited the financial statements of Secure Income REIT Plc (the ‘Parent Company’) and its subsidiaries 
(together, the ‘Group’) for the year ended 31 December 2019 which comprise the Group Income Statement, Group 
Statement of Other Comprehensive Income, Group and Company Statements of Changes in Equity, Group and 
Company Balance Sheets, Group Cash Flow Statement and notes to the Group and Company financial statements, 
including a summary of significant accounting policies.

The financial reporting framework that has been applied in the preparation of the Group financial statements is 
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union. The financial 
reporting framework that has been applied in the preparation of the Parent Company financial statements is applicable 
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including 
Financial Reporting Standard 102 The Financial Reporting Standard in the United Kingdom and Republic of Ireland.

In our opinion:

• the financial statements give a true and fair view of the state of the Group’s and of the Parent Company’s a�airs as at 
31 December 2019 and of the Group’s profit for the year then ended;

• the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the European 
Union;

• the Parent Company financial statements have been properly prepared in accordance with United Kingdom 
Generally Accepted Accounting Practice; and

• the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. 
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the 
financial statements section of our report. We are independent of the Group and the Parent Company in accordance 
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s 
Ethical Standard as applied to listed entities, and we have fulfilled our other ethical responsibilities in accordance with 
these requirements. We believe that the audit evidence we have obtained is su�cient and appropriate to provide a basis 
for our opinion.

Conclusions relating to principal risks, going concern and viability statement
We have nothing to report in respect of the following information in the Annual Report in relation to which the ISAs 
(UK) require us to report to you whether we have anything material to add or draw attention to:

• the Directors’ confirmation set out on page 47 in the Annual Report that they have carried out a robust assessment 
of the Group’s emerging and principal risks and the disclosures in the annual report that describe the principal risks 
and the procedures in place to identify emerging risks and explain how they are being managed or mitigated;

• the Directors’ statement set out on page 31 in the Annual Report about whether the Directors considered it 
appropriate to adopt the going concern basis of accounting in preparing the financial statements and the Directors’ 
identification of any material uncertainties to the Group and the Parent Company’s ability to continue to do so over a 
period of at least twelve months from the date of approval of the financial statements; or

• the Directors’ explanation set out on page 31 in the Annual Report as to how they have assessed the prospects of the 
Group, over what period they have done so and why they consider that period to be appropriate, and their statement 
as to whether they have a reasonable expectation that the Group will be able to continue in operation and meet its 
liabilities as they fall due over the period of their assessment, including any related disclosures drawing attention to 
any necessary qualifications or assumptions.

Independent Auditors’ Report to the 
Members of Secure Income REIT Plc
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Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the 
financial statements of the current period and include the most significant assessed risks of material misstatement 
(whether or not due to fraud) we identified, including those which had the greatest e�ect on: the overall audit strategy, 
the allocation of resources in the audit; and directing the e�orts of the engagement team. These matters were 
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon,  
and we do not provide a separate opinion on these matters.

Key audit matter How we addressed the key audit matter in the audit

Valuation of investment properties 
As detailed in note 12, the Group owns a 
portfolio of investment properties which,  
as described in the Group’s accounting 
policies in note 2, are carried at fair value  
in the Group financial statements.

As described in the basis of preparation 
section within note 2, determination of the 
fair value of investment properties is a key 
area of estimation.

The Group engaged independent external 
valuers to undertake the valuation of its 
investment property portfolio.

The valuation of the Group’s investment 
properties requires significant judgements  
to be made by the valuers. Any input 
inaccuracies or unreasonable valuation 
judgements could result in a material 
misstatement of the Group’s income 
statement and balance sheet.

We therefore considered this to be a key 
audit matter.

Our audit work included, but was not restricted to, the following:

• We assessed the competency, qualifications, independence and 
objectivity of the independent external valuers engaged by the 
Group and reviewed the terms of their engagement for any unusual 
arrangements, evidence of management bias therein or limitations in 
the scope of their work.

• Real estate experts within our team read the valuation reports  
and confirmed that all valuations had been prepared on a basis  
that was appropriate for determining the carrying value in the 
Group’s financial statements.

• Real estate experts within our team met with the Group’s 
independent external valuers to discuss and challenge the valuation 
methodology and key assumptions, and considered if there were  
any indicators of undue management influence on the valuations.

• We tested, on a portfolio basis, the accuracy of the key observable 
valuation inputs supplied to and used by the independent external 
valuers. This primarily involved agreeing that the passing rental 
income and lease terms were consistent with the information that  
we had audited.

• We compared the key valuation assumptions against our 
independently formed market expectations and challenged the 
valuers where significant variances from these expectations were 
identified. We corroborated their responses to supporting 
documentation where appropriate. The key valuation assumptions 
were deemed to be the market capitalisation rates, which we 
evaluated by reference to market data based on the location and 
specifics of each property.

• We reviewed the appropriateness of the Group’s disclosures within 
the financial statements in relation to valuation methodology, key 
valuation inputs and valuation uncertainty.

Key observations
We did not identify any indicators to suggest that the valuation of the Group’s investment properties is inappropriate.
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Our application of materiality
We apply the concept of materiality both in planning and performing our audit, and in evaluating the e�ect of 
misstatements. We consider materiality to be the magnitude by which misstatements, including omissions, could 
influence the economic decisions of users that are taken on the basis of the financial statements. In order to reduce to 
an appropriately low level the probability that any misstatements exceed materiality, we use a lower materiality level, 
performance materiality, to determine the extent of testing needed. Importantly, misstatements below these levels will 
not necessarily be evaluated as immaterial as we also take account of the nature of identified misstatements, and the 
particular circumstances of their occurrence, when evaluating their e�ect on the financial statements as a whole.

The materiality for the Group financial statements as a whole was set at £23 million (2018: £22 million). This was 
determined with reference to a benchmark of the Group’s total assets (of which it represents 1.0%) which we consider to 
be one of the principal considerations for the users of the financial statements in assessing the financial performance of 
the Group. The materiality for the Parent Company financial statements was set at £9.8 million (2018: £8.6 million), 
determined with reference to a benchmark of the Parent Company’s total assets (of which it represents 1.0% (2018: 1.0%)).

ISAs (UK) also allow the auditor to set a lower materiality for particular classes of transactions, balances or disclosures 
for which misstatements of lesser amounts than materiality for the financial statements as a whole could reasonably be 
expected to influence the economic decisions of users taken on the basis of the financial statements. In this context, we 
set a lower level of materiality with reference to a benchmark of the Group Adjusted EPRA earnings of £2.4 million 
(2018: £1.8 million) to apply to those classes of transactions and balances which impact on those earnings.

The Group financial statement materiality level applied in the previous year was determined by reference to Group 
property assets (of which it represented 0.9%), being the principal assets held by the Group at that time. Following the 
disposal of certain property assets in the current year, the Group now also holds significant cash balances. 
Consequently, we consider that the Group’s total assets now represent a more relevant metric for the likely users of the 
financial statements and are therefore a more appropriate benchmark for determining our materiality level.

We set performance materiality at 75% (2018: 75%) of the respective materiality level, having considered a number of 
factors including the expected total value of known and likely misstatements based on previous assurance 
engagements and other factors.

We agreed with the Audit Committee that we would report to the Committee all individual audit di�erences in excess  
of £100,000 (2018: £75,000). We also agreed to report di�erences below this threshold that, in our view, warranted 
reporting on qualitative grounds.

An overview of the scope of our audit
Our audit of the Group was scoped by obtaining an understanding of the Group and its environment, including the 
Group’s system of internal control, applicable legal and regulatory framework and the industry in which it operates, and 
assessing the risks of material misstatement at the Group level. This included consideration of the risk that the Group 
was acting contrary to applicable laws and regulations, including fraud.

The Group operates in one segment, investment property, structured through a number of subsidiary undertakings. 
None of the subsidiaries was considered to be a significant component and as such the audit approach included 
undertaking audit work on the key risks of material misstatements identified for the Group across the subsidiary entities. 
The Group audit engagement team performed all the work necessary to issue the Group and Parent Company audit 
opinion, including undertaking all of the audit work on the risks of material misstatement identified above. As a result  
of our audit approach above, we achieved coverage of 100% of rental income agreements and 100% of investment 
property valuations.

Independent Auditors’ Report to the 
Members of Secure Income REIT Plc continued
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Other information
The Directors are responsible for the other information. The other information comprises the information included in  
the Annual Report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial 
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we 
do not express any form of assurance conclusion thereon.

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

In this context, we also have nothing to report in regard to our responsibility to specifically address the following items 
in the other information and to report as uncorrected material misstatements of the other information where we 
conclude that those items meet the following conditions:

• fair, balanced and understandable set out on page 47 – the statement given by the Directors that they consider the 
Annual Report and financial statements taken as a whole is fair, balanced and understandable and provides the 
information necessary for shareholders to assess the Group’s position, performance, business model and strategy,  
is materially inconsistent with our knowledge obtained in the audit; or

• Audit Committee reporting set out on pages 50 to 52 – the section describing the work of the Audit Committee does 
not appropriately address matters communicated by us to the Audit Committee.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

• the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial 
statements are prepared is consistent with the financial statements; and

• the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the Group and the Parent Company and its environment obtained in 
the course of the audit, we have not identified material misstatements in the Strategic Report or the Directors’ Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us 
to report to you if, in our opinion:

• adequate accounting records have not been kept, or returns adequate for our audit have not been received from 
branches not visited by us; or

• the Parent Company financial statements are not in agreement with the accounting records and returns; or
• certain disclosures of Directors’ remuneration specified by law are not made; or 
• we have not received all the information and explanations we require for our audit.
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Responsibilities of Directors
As explained more fully in the Statement of Directors’ Responsibilities on page 59, the Directors are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal 
control as the Directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Parent Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the Directors either intend to liquidate the Group or the Parent Company or to cease 
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting 
Council’s website at: www.FRC.org.uk/AuditorsResponsibilities. This description forms part of our auditor’s report.

Use of our report
This report is made solely to the Parent Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. Our audit work has been undertaken so that we might state to the Parent Company’s members 
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the Parent Company and the Parent 
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Richard Levy (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
London, United Kingdom

12 March 2020

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).

Independent Auditors’ Report to the 
Members of Secure Income REIT Plc continued
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Group Income Statement

Notes

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Revenue 3, 4 132,677 125,874
Property outgoings 5 (1,327) (548)

Gross profit 131,350 125,326
Administrative expenses 6 (22,128) (20,575) 
Profit on disposal of investment properties 7 53,074 183
Investment property revaluation 12 75,708 98,167

Operating profit 8 238,004 203,101
Finance income 9 730 371
Finance costs 9 (84,234) (54,878)

Profit before tax 154,500 148,594
Tax charge 10 (1,141) (1,081)

Profit for the year 153,359 147,513

Pence per 
share

Pence per
share

Earnings per share
Basic 11 47.5 48.9
Diluted 11 47.3 48.7

All amounts relate to continuing activities.

The notes on pages 70 to 99 form part of these financial statements.
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Group Statement of Other Comprehensive Income

Notes

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Profit for the year 153,359 147,513
Items that may subsequently be reclassified to profit or loss:

Currency translation di�erences 22 (2,000) 468
Fair value movements in derivatives 14, 22 (851) (200)

Other comprehensive (loss)/income (2,851) 268

Total comprehensive income for the year 150,508 147,781

The notes on pages 70 to 99 form part of these financial statements.
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Group Statement of Changes in Equity

Share 
capital
£000

Share 
premium 

reserve
£000

Other 
reserves

£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2019

At 1 January 2019 32,156 513,675 9,977 725,780 1,281,588

 Profit for the year – – – 153,359 153,359
 Other comprehensive loss – – (2,851) – (2,851)

Total comprehensive (loss) / income – – (2,851) 153,359 150,508
Issue of shares 129 4,740 (4,869) – –
Shares to be issued – – 4,907 – 4,907
Interim dividends of 16.3 pence per share – – – (52,461) (52,461)

At 31 December 2019 32,285 518,415 7,164 826,678 1,384,542

Share
capital
£000

Share
premium 

reserve
£000

Other
reserves

£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2018

At 1 January 2018 23,054 196,975 20,852 619,696 860,577

 Profit for the year – – – 147,513 147,513
 Other comprehensive income – – 268 – 268

Total comprehensive income – – 268 147,513 147,781
Issue of shares 9,102 316,700 (16,015) – 309,787
Shares to be issued – – 4,872 – 4,872
Interim dividends of 13.9 pence per share – – – (41,429) (41,429)

At 31 December 2018 32,156 513,675 9,977 725,780 1,281,588

The notes on pages 70 to 99 form part of these financial statements.
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Group Balance Sheet

Notes

31 December
2019

£000

31 December
2018

£000

Non-current assets
Investment properties 3, 12 2,111,297 2,335,220
Headlease rent deposits 2,742 2,766
Interest rate derivatives 14 43 306

2,114,082 2,338,292

Current assets
Cash and cash equivalents 15 267,119 101,745
Trade and other receivables 16 3,798 3,436
Current tax receivable – 40

270,917 105,221

Total assets 2,384,999 2,443,513

Current liabilities
Trade and other payables 17 (38,290) (41,727)
Secured debt 18 (1,170) (1,771)
Interest rate derivatives 14 (246) –
Current tax liability (129) –

(39,835) (43,498)

Non-current liabilities
Secured debt 18 (920,408) (1,078,495)
Head rent obligations under finance leases 19 (28,190) (28,511)
Deferred tax liability 20 (11,267) (11,110)
Interest rate derivatives 14 (757) (311)

(960,622) (1,118,427)

Total liabilities (1,000,457) (1,161,925)

Net assets 1,384,542 1,281,588

Equity
Share capital 21 32,285 32,156
Share premium reserve 22 518,415 513,675
Other reserves 22 7,164 9,977
Retained earnings 22 826,678 725,780

Total equity 1,384,542 1,281,588

Pence per 
share

Pence
per share

Basic NAV per share 24 428.8 398.5
Diluted NAV per share 24 427.3 397.0
EPRA NAV per share 24 431.1 400.5

The notes on pages 70 to 99 form part of these financial statements.

The Group financial statements were approved and authorised for issue by the Board of Directors on 12 March 2020 and 
were signed on its behalf by:

Martin Moore  Sandy Gumm
Chairman  Director
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Group Cash Flow Statement

Notes

Year to 
31 December

2019
£000

Year to 
31 December

2018
£000

Operating activities
Profit before tax 154,500 148,594
Adjustments for non-cash items:

Investment property revaluation 12 (86,727) (102,466)
Administrative expenses payable in shares 26 4,907 4,872

Profit on disposal of investment properties 7 (53,074) (183)
Finance income 9 (730) (371)
Finance costs 9 84,234 54,878

Cash flows from operating activities before changes in working capital 103,110 105,324
Changes in working capital:

Trade and other receivables (265) (507)
Trade and other payables (2,144) 6,111
Headlease rent deposits 24 –

Cash generated from operations 100,725 110,928
Tax paid (233) (234)

Cash flows from operating activities 100,492 110,694

Investing activities
Net proceeds on disposal of investment properties 357,744 443
Interest received 695 371
Acquisition of investment properties (307) (435,536)
Headlease rent deposits acquired – (1,225)

Cash flows from investing activities 358,132 (435,947)

Financing activities
Repayment of secured debt from proceeds of disposal of investment 

properties 25 (154,519) –
Dividends paid 25 (52,461) (41,429)
Fees on accelerated prepayment of secured loans 9, 25 (27,868) –
Interest and finance costs paid 25 (53,638) (51,998)
Scheduled amortisation of secured debt 25 (3,988) (4,156)
Loan arrangement costs paid 25 (670) (2,462)
Proceeds of share issue – 315,500
Costs of share issue – (5,713)
Drawdown of new secured debt – 128,700
Purchase of interest rate caps – (220)

Cash flows from financing activities (293,144) 338,222

Increase in cash and cash equivalents 165,480 12,969
Cash and cash equivalents at the beginning of the year 101,745 88,755
Currency translation movements (106) 21

Cash and cash equivalents at the end of the year 15 267,119 101,745

The notes on pages 70 to 99 form part of these financial statements.
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Notes to the Group Financial Statements

1. General information about the Group
The financial information set out in this report covers the year to 31 December 2019, with comparative figures relating to 
the year to 31 December 2018, and includes the results and net assets of the Company and its subsidiaries, together 
referred to as the Group.

The Company is incorporated in England and Wales. The address of the registered o�ce and principal place of business 
is Cavendish House, 18 Cavendish Square, London W1G 0PJ. The nature and scope of the Group’s operations and 
principal activities are described in the Strategic Report on pages 4 to 31.

The Company is listed on the AIM market of the London Stock Exchange. Further information about the Group can be 
found on its website, www.SecureIncomeREIT.co.uk.

2. Basis of preparation and accounting policies
a) Statement of compliance
The consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards adopted for use in the European Union (“IFRS”).

b) Basis of preparation
The Group financial statements are presented in Sterling as this is the currency of the primary economic environment in 
which the Group operates. Amounts are rounded to the nearest thousand pounds, unless otherwise stated.

Euro denominated results for the German assets have been converted to Sterling at the average exchange rate for the 
year of €1:£0.8769 (2018: €1:£0.8846), which is not considered to produce materially di�erent results from using the 
actual rates at the time of the transactions. Year end balances have been converted to Sterling at the 31 December 2019 
exchange rate of €1:£0.8500 (2018: €1:£0.8969).

The Directors have, at the time of preparing the financial statements, a reasonable expectation that the Company and 
the Group have adequate resources to continue in operational existence for the foreseeable future and therefore 
continue to adopt the going concern basis of accounting in preparing the financial statements. Further details are given 
in the Strategic Review on page 31.

The financial statements have been prepared on the historical cost basis, except for investment properties and 
derivatives which are stated at fair value. The accounting policies have been applied consistently in all material respects.

The preparation of financial statements requires the Directors to make judgements, estimates and assumptions that 
may a�ect the application of accounting policies and reported amounts of assets and liabilities as at each balance sheet 
date and the reported amounts of revenue and expenses during any financial year. Any estimates and assumptions are 
based on experience and any other factors that are believed to be relevant under the circumstances and which the 
Board considers reasonable. Actual outcomes may di�er from these estimates.

The principal area of estimation uncertainty is the investment property valuation where, as described in note 12, the 
opinion of independent external valuers has been obtained at each reporting date using recognised valuation 
techniques and the principles of IFRS 13 “Fair Value Measurement”.

The principal area of judgement is the recognition of any additional revenue in the year as a result of an outstanding 
May 2018 open market rent review on the Ramsay hospitals. The review is under arbitration and the nature of the assets 
mean that there is little comparative information on which to base an assessment. The Directors consider that it is not 
possible at present to make a reasonably certain estimate of any uplift that might result, and the financial statements 
therefore do not reflect any additional revenue arising as a result of this rent review.

The Group’s accounting policies for property valuation, revenue recognition and the recognition of disposals are set out 
in paragraph 2d. Other policies material to the Group are set out in paragraphs 2c to 2j.
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Adoption of new and revised standards
During the year, the Group has adopted IFRS 16 “Leases” which has not had a material impact on the Group’s 
accounting policies and financial statements. As part of the transition, the Group reassessed the classification of all 
subleases by reference to the requirements of IFRS 16 but this resulted in no reclassifications.

None of the other new or amended standards or interpretations issued by the International Accounting Standards 
Board (“IASB”) or the IFRS Interpretations Committee (“IFRIC”) have led to any material changes in the Group’s 
accounting policies or disclosures during the year.

Standards and interpretations in issue not yet adopted
The IASB and IFRIC have issued or revised IFRS 3, IFRS 7, IFRS 9, IFRS 17, IAS 1, IAS 8 and IAS 39 but these are not 
expected to have a material e�ect on the operations of the Group.

c) Basis of consolidation
Subsidiaries are those entities controlled by the Group. The Group has control within the meaning of this policy when it 
has power over an entity, is exposed to or has rights to variable returns from its involvement with the entity, and has the 
ability to use its power over the entity to a�ect those returns.

The consolidated financial statements include the financial statements of the Group’s subsidiaries prepared to  
31 December under the same accounting policies as the Group as a whole, using the acquisition method. All intra-group 
balances and transactions are eliminated on consolidation.

All Group entities at 31 December 2019 and 31 December 2018 were wholly owned.

d) Property portfolio
Investment properties
Investment properties are properties owned by the Group which are held for capital appreciation, rental income or both. 
They are initially recorded at cost and subsequently valued at each balance sheet date at fair value as determined by 
professionally qualified independent external valuers.

Valuations are calculated, in accordance with “RICS Valuation – Global Standards 2018” by applying market 
capitalisation rates to future rental cash flows with reference to data from comparable market transactions, together 
with an assessment of the security of income. Gains or losses arising from changes in the fair value of investment 
properties are recognised in the income statement in the period in which they arise. Depreciation is not charged in 
respect of investment properties.

Acquisitions of investment properties are recognised on unconditional exchange of contracts where it is reasonable to 
assume at the balance sheet date that completion of the acquisition will occur. Disposals of investment properties are 
recognised when the buyer obtains control of the property, taking into account the points at which the Group has a 
right to payment and the buyer has obtained legal title or possession of the property, or has taken on the significant 
risks and rewards of ownership.

Gains or losses on disposal are determined as the di�erence between the net disposal proceeds and the carrying value 
of the asset in the previous balance sheet, adjusted for any subsequent capital expenditure or capital receipts.

Occupational leases
The Directors exercise judgement in considering the potential transfer of the risks and rewards of ownership in 
accordance with IFRS 16 “Leases” for all occupational leases and headleases to determine whether or not such leases 
are operating leases. A lease is classified as a finance lease if substantially all of the risks and rewards of ownership 
transfer to the lessee. In the case of properties where the Group has a leasehold interest, this assessment is made by 
reference to the Group’s right of use asset arising under the headlease rather than by reference to the underlying asset. 
If the Group substantially retains those risks, a lease is classified as an operating lease. All occupational leases reflected 
in these financial statements are classified as operating leases.
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2. Basis of preparation and accounting policies continued
Headleases
Where an investment property is held under a leasehold interest, the headlease is initially recognised as an asset at cost 
plus the present value of minimum ground rent payments. The corresponding rental liability to the head leaseholder is 
included in the balance sheet as a finance lease obligation. Cash deposits held by head leaseholders as guarantees of 
headlease obligations are included as non-current assets.

Rental income
Revenue comprises rental income exclusive of VAT, recognised in the income statement on an accruals basis. Future 
anticipated rental income is spread over the term of a lease on a straight line basis, giving rise to a Rent Smoothing 
Adjustment in cases where future rental uplifts can be determined with su�cient certainty. Where income is recognised 
in advance of the contractual right to receive that income, such as from leases with fixed rent uplifts, an adjustment is 
made to ensure that the carrying value of the relevant investment property including accrued rent does not exceed the 
fair value of the property as assessed by the external valuers. Income arising from contractual rights that are subject to 
external factors, such as RPI-linked or open market rent reviews, is recognised in the income statement in the period in 
which it is determinable and reasonably certain.

e) Financial assets and liabilities
Financial assets and liabilities are initially recognised at their fair value when a Group entity becomes a party to the 
unconditional contractual terms of an instrument. Unless otherwise indicated, the carrying amounts of financial assets 
and liabilities are considered by the Directors to be reasonable estimates of their fair values.

Trade and other receivables
Trade and other receivables are measured at amortised cost using the e�ective interest method, less any impairment. 
Impairment is calculated using an expected credit loss model.

Trade and other payables
Trade and other payables are measured at amortised cost using the e�ective interest method.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and deposits with maturities of three months or less held with banks 
or financial institutions.

Borrowings and finance costs
Secured debt is initially recognised at its fair value, net of any arrangement fees and other transaction costs directly 
attributable to its issue. Subsequently, secured debt is carried at amortised cost. Transaction costs are amortised over 
the life of the loan and charged to the income statement as part of the Group’s finance costs.

Derecognition of financial liabilities
The Group derecognises financial liabilities when its obligations are discharged, cancelled or they expire. The di�erence 
between the carrying amount of those financial liabilities and the consideration paid, including any non-cash assets 
transferred and any new liabilities assumed, is recognised in profit or loss on derecognition.

Interest rate derivatives
The Group has used interest rate derivatives to hedge its exposure to cash flow interest rate risk. Derivatives are initially 
recognised at fair value on the date on which the derivative contract is entered into and subsequently measured at fair value.

Derivatives are classified either as derivatives in e�ective hedges or derivatives held for trading. It is anticipated that any 
hedging arrangements will generally be “highly e�ective” within the meaning of IFRS 9 “Financial Instruments” and that 
the criteria necessary for applying hedge accounting will therefore be met.

Hedges are assessed upon inception and on an ongoing basis to ensure they continue to be e�ective. The gain or loss 
on the revaluation of the portion of an instrument that qualifies as an e�ective hedge of cash flow interest rate risk is 
recognised directly in other comprehensive income. Amounts accumulated in equity will be reclassified to the income 
statement in the period when the hedged items a�ect the income statement. The gain or loss on the revaluation of any 
derivative that is not an e�ective hedge is recognised directly in the income statement.

The Group ceases to use hedge accounting if a forecast transaction being hedged against is no longer expected to occur. In 
such circumstances, the cumulative amounts in other comprehensive income are then reclassified from equity to profit or loss.

Notes to the Group Financial Statements continued
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f) Tax
Tax is included in the income statement except to the extent that it relates to income or expense items recognised through 
reserves, in which case the related tax is recognised either in other comprehensive income or directly in reserves.

Current tax is the expected tax payable on taxable income for a reporting period at the blended tax rate for the period, 
using tax rates enacted or substantively enacted at the balance sheet date, together with any adjustment in respect of 
previous periods. Deferred tax is provided using the balance sheet liability method, providing for temporary 
di�erences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts 
used for tax purposes.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying 
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date. A deferred 
tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the 
asset can be utilised.

g) Foreign currency translation
The results of Group undertakings with a functional currency other than Sterling are translated into Sterling at the actual 
exchange rates prevailing at the time of the transaction, unless the average rate for the reporting period is not materially 
di�erent from the actual rate, in which case that average rate is used.

The gains or losses arising on the end of year translation of the net assets of such Group undertakings at closing 
rates and the di�erence between translating the results at average rates compared to the closing rates are taken to 
Other reserves. Monetary assets and liabilities denominated in foreign currencies are translated into Sterling at the 
rates of exchange ruling at the balance sheet date with any gains or losses arising on translation recognised in the 
income statement.

h) Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of directly attributable issue 
costs. Costs not directly attributable to the issue are disclosed within administrative expenses in the income statement.

i) Share based payments
The fair value of payments to non-employees that are to be settled by the issue of shares is determined on the basis of 
an estimate of the value of the services provided over the relevant accounting period. The estimated number of shares 
to be issued in satisfaction of the services provided is calculated using the average daily closing share price of the 
Company for that period.

j) Fair value measurements
Fair value is the price that would be received on the sale of an asset, or paid to transfer a liability, in an orderly 
transaction between market participants at the measurement date. The fair value measurement is based on the 
presumption that the transaction takes place either in the principal market for the asset or liability or, in the absence of a 
principal market, in the most advantageous market. It is based on the assumptions that market participants would use 
when pricing the asset or liability, assuming they act in their economic best interest. A fair value measurement of a 
non-financial asset takes into account the best and highest value use for that asset.
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3. Operating segments
IFRS 8 “Operating Segments” requires operating segments to be identified on a basis consistent with internal reports 
about components of the Group that are reviewed by the chief operating decision maker when allocating resources 
between segments and assessing their performance. The Group’s chief operating decision maker is the Board.

The Group owns 161 properties, originally acquired in five portfolios. Although certain information about these portfolios 
is described on a portfolio basis or grouped by property type (Healthcare, Leisure and Budget Hotels) within the 
Investment Adviser’s Report, when considering resource allocation and performance the Board reviews quarterly 
management accounts prepared on a basis which aggregates the performance of the portfolios and focuses on the 
Group’s Total Accounting Return. The Board has therefore concluded that the Group has operated in and was managed 
as one business segment of property investment in both the current and prior year.

The geographical split of revenue and applicable non-current assets was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Revenue
UK 124,348 117,470
Germany 8,329 8,404

132,677 125,874

31 December
2019

£000

31 December
2018

£000

Non-current assets
UK 2,001,047 2,222,670
Germany 110,250 112,550

2,111,297 2,335,220

Revenue including Rent Smoothing Adjustments comprises:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Largest tenant 48,072 55,045
Second largest tenant 30,400 25,398
Third largest tenant 27,654 26,804
Other tenants (each less than 10% of revenue) 26,551 18,627

Reported revenue 132,677 125,874

Revenue excluding Rent Smoothing Adjustments comprises:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Largest tenant 43,317 48,385
Second largest tenant 30,400 25,398
Third largest tenant 27,654 26,804
Other tenants (each less than 10% of revenue) 20,742 14,337

Revenue on Adjusted EPRA earnings basis 122,113 114,924

Notes to the Group Financial Statements continued
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4. Revenue

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Rental income 120,533 113,540
Rent Smoothing Adjustments 10,564 10,950
Recovery of head rent and other costs from occupational tenants (note 5) 1,580 1,384

132,677 125,874

The Rent Smoothing Adjustments arise through the Group’s accounting policy in respect of leases, which requires the 
recognition of rental income on a straight line basis over the lease term in certain circumstances, including for the 38% 
of passing rent as at 31 December 2019 (2018: 48%) that increases by a fixed percentage each year and the 5% of 
passing rent at 31 December 2019 (2018: 5%) that is subject to minimum fixed uplifts on RPI-linked review. At this stage 
in the lease terms, this results in an increase in revenue and an o�setting entry is recognised in the income statement as 
a reduction in the gains on investment property revaluation.

The Group’s accounting policy for revenue recognition is disclosed in note 2d. Further information about Rent 
Smoothing Adjustments and their impact on future reporting periods is given in the unaudited supplementary 
information following these financial statements.

5. Property outgoings

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Property outgoings in the income statement 1,327 548
Finance element of head rent included in finance costs (note 9) 1,702 1,191
Movement in headlease liabilities included in property revaluations (note 12) 100 72

Property outgoings 3,129 1,811
Recovery of head rents and other costs from occupational tenants, included in revenue 

(note 4) (1,580) (1,384)

Net property outgoings 1,549 427

The Group’s accounting policy for headleases is disclosed in note 2d.

6. Administrative expenses

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Advisory fees (note 26) 14,732 13,295
Incentive fee (note 26) 5,256 5,278
Other administrative expenses 1,546 1,485
Corporate costs 594 517

22,128 20,575

Amounts shown above include any irrecoverable VAT. The incentive fee comprises £4.9 million (2018: £4.9 million) 
satisfied by way of the issue of shares and £0.3 million (2018: £0.4 million) of VAT payable in cash.

The Group’s accounting policy for share based payments is disclosed in note 2i.
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7. Profit on disposal of investment properties

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Disposal proceeds 360,250 2,975
Property disposal costs (2,526) (61)
Book value of sold properties (304,650) (2,731)

53,074 183

The Group’s accounting policy for investment property disposals is disclosed in note 2d.

8. Operating profit
Audit fees included within administrative expenses relate to:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Audit of the Company’s consolidated and individual financial statements 47 46
Audit of subsidiaries, pursuant to legislation 173 184

Total audit services 220 230
Audit related services: half year review 33 32
Audit related services: FCA reporting 3 3

Total audit and audit related services 256 265
Other non-audit services 3 7

Total fees before VAT 259 272

The total charge for the fees above, including irrecoverable VAT, was £268,000 (2018: £283,000).

The Group had no employees in either the current or prior year. The Directors, the key management personnel of the 
Company, are appointed under letters of appointment for services. Directors’ remuneration, all of which represents fees 
for services provided and which is included within administrative expenses, was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Martin Moore 75 75
Leslie Ferrar 45 44
Jonathan Lane 40 39
Ian Marcus 40 39

200 197

Mike Brown, Sandy Gumm and Nick Leslau received no Directors’ fees from the Group in either the current or prior year.

Notes to the Group Financial Statements continued
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9. Finance income and costs

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Recognised in the income statement:
Finance income
Interest on cash deposits 730 371

Finance costs
Interest on secured debt (49,920) (51,075)
Fees on accelerated loan repayments on property disposals (27,868) –
Amortisation of loan arrangement costs (non-cash) (2,382) (2,225)
Interest charge on headlease liabilities (note 5) (1,702) (1,191)
Amortisation of loan arrangement costs on accelerated debt repayment (non-cash) (1,443) –
Loan agency fees and other lender costs (546) (213)
Amortisation of interest rate derivatives, transferred from other reserves (non-cash) (269) (149)
Fair value adjustment of interest rate derivatives (note 14) (104) (25)

Total finance costs (84,234) (54,878)

Net finance costs recognised in the income statement (83,504) (54,507)

Recognised in other comprehensive income:
Fair value adjustment of interest rate derivatives (1,120) (349)
Amortisation of interest rate derivatives, transferred to the income statement 269 149

Net finance costs recognised in other comprehensive income (note 14) (851) (200)

Net finance costs analysed by the categories of financial asset and liability shown in note 18 are as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Financial assets at amortised cost 730 371
Financial liabilities at amortised cost (84,130) (54,853)
Derivatives in e�ective hedges (104) (25)

Net finance costs recognised in the income statement (83,504) (54,507)

The Group’s sensitivity to changes in interest rates on the basis of a ten basis point change in LIBOR, was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

E�ect on profit for the year 242 114
E�ect on other comprehensive income and equity 181 217

The Group receives interest on its cash and cash equivalents so an increase in interest rates would increase finance 
income. An increase in LIBOR up to the maximum capped rate of 1.65% would also increase finance costs relating to  
the £24.8 million (2018: £26.5 million) of the secured debt that is hedged by interest rate caps. A further £50.0 million 
(2018: £50.0 million) of the secured debt is hedged with interest rate swaps, and movements in LIBOR would only have 
an impact on the fair value of those interest rate swaps, which would be reflected in other comprehensive income.  
There would be no e�ect from a change of LIBOR on the remaining £855.9 million (2018: £1,106.0 million) of the secured 
debt which is at fixed rates. The Group’s sensitivity to interest rates has increased in the year as a result of the higher 
cash balances that it is holding as a result of the hospitals portfolio disposal.

The Group’s accounting policy for finance charges is disclosed in note 2e.
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10. Tax

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Current tax – Germany
Corporation tax charge 341 282
Adjustments in respect of prior years 41 52
Deferred tax – Germany
Deferred tax charge (note 20) 759 747

1,141 1,081

The tax assessed for the year varies from the standard rate of corporation tax in the UK applied to the profit before tax. 
The di�erences are explained below:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Profit before tax 154,500 148,594

Profit before tax at the standard rate of corporation tax in the UK for the financial year of 
19% (2018: 19%) 29,355 28,233

E�ects of:
Investment property revaluation not taxable (15,652) (20,001)
Profit on disposal of investment properties not taxable (10,084) (35)
Qualifying property rental business not taxable (4,001) (8,585)
Recognition of tax losses 721 733
Finance costs disallowed under corporate interest restriction rules 420 401
German current tax charge for the year 341 282
Adjustments in respect of prior years 41 52
Amounts not deductible for tax – 1

Tax charge for the year 1,141 1,081

The Company and its subsidiaries operate as a UK Group REIT. Subject to continuing compliance with certain rules, the 
UK REIT rules exempt the profits of the Group’s UK and German property rental business from UK corporation tax. 
Capital gains on the Group’s UK and German properties are also generally exempt from UK corporation tax, provided 
they are not held for trading or in certain circumstances sold in the three years after completion of a development. 
None of the Group’s properties were developed in the last three years.

To remain a UK REIT, a number of conditions must be met in respect of the Company, the Group’s qualifying activity 
and the Group’s balance of business. Since entering the UK REIT regime the Group has met all applicable conditions.

The Group is subject to German corporation tax on its German property rental business at an e�ective rate of 15% 
(2018: 15%), resulting in a current tax charge of £0.3 million (2018: £0.3 million) and a deferred tax charge of £0.8 million 
(2018: £0.7 million). A deferred tax liability of £11.3 million (2018: £11.1 million) is recognised for the German capital gains 
tax that would potentially be payable on the sale of the relevant investment properties. There are no current plans to sell 
the German assets.

The Group’s accounting policy for tax is disclosed in note 2f.

Notes to the Group Financial Statements continued
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11. Earnings per share
Basic EPS
Earnings per share (“EPS”) is calculated as profit attributable to ordinary shareholders of the Company for each year 
divided by the weighted average number of ordinary shares in issue throughout the relevant year. In calculating the 
weighted average number of shares in issue:

• where shares have been issued during the year in settlement of an incentive fee relating to the results of the prior 
year, they are treated as having been issued on the first day of the year rather than their actual date of issue, which is 
typically in March; and

• shares still to be issued at the balance sheet date in settlement of an incentive fee relating to the results of that year 
are not taken into account.

Diluted EPS
The weighted average number of shares used in the calculation of diluted EPS is required to include any shares to be 
issued in respect of an incentive fee as if those shares had been in issue throughout the whole of the year over which 
the fee was earned. In fact they will not be issued until the following year.

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Profit for the year 153,359 147,513

Weighted average number of shares in issue Number Number

Basic EPS calculation 322,850,595 301,549,670
Shares to be issued in satisfaction of incentive fee (note 26) 1,184,551 1,287,242

Diluted EPS calculation 324,035,146 302,836,912

Pence per 
share

Pence per
share

Basic EPS 47.5 48.9
Diluted EPS 47.3 48.7

EPRA EPS
EPRA, the European Public Real Estate Association, publishes guidelines for calculating adjusted earnings designed 
to represent core operational activities. These guidelines have been applied and the calculation of EPRA EPS is set 
out below.

An Adjusted EPRA earnings calculation is also presented. This removes the e�ect of the Rent Smoothing Adjustments 
(in order not to artificially flatter Dividend Cover calculations) and any non-recurring costs such as those for share 
placings. The adjusted measure also excludes any incentive fees which are paid in shares, as they are considered to be 
linked to revaluation movements and are therefore best treated consistently with revaluations.

In calculating Adjusted EPRA EPS, the weighted average number of shares is 322,540,246 (2018: 299,730,383), 
calculated using the actual date on which any shares are issued during the year so as not to create a mismatch between 
the basis of calculation of Adjusted EPRA EPS and dividends paid in the year. In this way the Group’s measure of 
Dividend Cover is considered to be more precisely calculated.
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11. Earnings per share continued
The weighted average number of shares applied in calculating Adjusted EPRA EPS has been derived as follows:

Year to
31 December

2019
Number

Year to
31 December

2018
Number

Shares in issue throughout the period 321,563,353 230,536,874
Adjustment for:
Shares issued in March 2019 in settlement of 2018 incentive fee 976,893 –
Shares issued in March 2018 in settlement of 2017 incentive fee – 3,595,356
Shares issued in March 2018 share placing – 65,598,153

Shares in issue for calculation of Adjusted EPRA earnings 322,540,246 299,730,383

EPRA and Adjusted EPRA earnings are calculated as:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Basic earnings attributable to shareholders 153,359 147,513
EPRA adjustments:
Investment property revaluation (note 12) (75,708) (98,167)
Profit on disposal of investment properties (note 7) (53,074) (183)
Cost of early repayment of debt on disposal of properties (note 9) 27,868 –
Other early debt repayment costs (non-cash) (note 9) 1,443 –
Deferred tax on German investment property revaluations (note 10) 759 747
Fair value adjustment of interest rate derivatives 36 25

EPRA earnings 54,683 49,935
Other adjustments:
Rent Smoothing Adjustments (note 4) (10,564) (10,950)
Incentive fee (note 6) 5,256 5,278

Adjusted EPRA earnings 49,375 44,263

Pence per 
share

Pence per
share

EPRA EPS 16.9 16.6
Adjusted EPRA EPS 15.3 14.7

Notes to the Group Financial Statements continued
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12. Investment properties

Freehold investment properties

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 2,018,115 1,693,956
Additions 38 228,642
Reclassification on acquisition of freehold interest in leasehold property 2,595 –
Acquisition of freehold interest in leasehold property 262 –
Revaluation movement 88,901 97,015
Disposals (301,535) (2,731)
Currency translation movement (5,986) 1,233

At the end of the year 1,802,390 2,018,115

Leasehold investment properties

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 317,105 87,928
Additions 7 206,936
Reclassification on acquisition of freehold interest in leasehold property (2,595) –
Headlease liabilities on (disposals) / acquisitions (221) 16,862
Revaluation movement (2,174) 5,451
Disposals (3,115) –
Movement in headlease liabilities (100) (72)

At the end of the year 308,907 317,105

Total investment properties

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 2,335,220 1,781,884
Additions 45 435,578
Net cost of acquisition of freehold interest in leasehold property 262 –
Headlease liabilities on (disposals) / acquisitions (221) 16,862
Revaluation movement 86,727 102,466
Disposals (304,650) (2,731)
Currency translation movement (5,986) 1,233
Movement in headlease liabilities (100) (72)

At the end of the year 2,111,297 2,335,220

As at 31 December 2019 the properties were valued at £2,083.1 million (2018: £2,306.7 million) by CBRE Limited or 
Christie & Co in their capacity as independent external valuers. The valuations were prepared on a fixed fee basis, 
independent of the portfolio value, and were undertaken in accordance with RICS Valuation – Global Standards 2018 on 
the basis of fair value, supported by reference to market evidence of transaction prices for similar properties.

The historic cost of the Group’s investment properties as at 31 December 2019 was £1,479.6 million (2018: £1,690.9 
million). Other than the future minimum headlease payments disclosed in note 19, the majority of which are recoverable 
from tenants, the Group did not have any contractual investment property obligations at either balance sheet date and 
all responsibility for property liabilities, including repairs and maintenance, resides with the tenants.

Of the total fair value, £110.3 million (2018: £112.6 million) relates to the Group’s German investment properties, the 
valuations of which are translated into Sterling at the year end exchange rate.
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12. Investment properties continued
Under the Group’s accounting policy, in line with International Financial Reporting Standards, the carrying value of 
leasehold property is grossed up by the present value of minimum headlease payments. The corresponding liability to 
the head leaseholder is included in the balance sheet as a finance lease obligation. The reconciliation between the 
carrying value of the investment properties and their independent external valuation is as follows:

31 December
2019

£000

31 December
2018

£000

Carrying value 2,111,297 2,335,220
Gross-up of headlease liabilities (note 19) (28,190) (28,511)

Independent external valuation 2,083,107 2,306,709

Included within the carrying value of investment properties at 31 December 2019 is £155.7 million (2018: £197.1 million) in 
respect of Rent Smoothing Adjustments described in note 4, representing the amount of rent included in the income 
statement ahead of actual cash receipt. This receivable increases over broadly the first half of each lease term and then 
unwinds, reducing to zero by the end of the lease term. 

The di�erence between rents on a straight line basis and rents actually receivable is included within, but does not 
increase over fair value, the carrying value of investment properties. The e�ect of these Rent Smoothing Adjustments 
on the revaluation movement, together with the impact of back rent received during the prior year from a May 2017 rent 
review on the healthcare portfolio but yet not fully recognised in revenue, and movements on the headlease liabilities is 
as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Investment property revaluation 86,727 102,466
Rent Smoothing Adjustments (10,564) (10,950)
Adjustment for back rent received (355) 6,723
Movement in headlease liabilities (note 5) (100) (72)

Revaluation movement in the income statement 75,708 98,167

Further information about the Rent Smoothing Adjustments is given in the unaudited supplementary information 
following these financial statements. 

All of the investment properties are held within six (2018: six) ring-fenced security pools as security under fixed charges 
in respect of separate secured debt facilities.

All of the Group’s revenue reflected in the income statement is derived either from rental income or the recovery of 
head rent and other leasehold costs on investment properties. As shown in note 5, property outgoings arising on 
investment properties, all of which generated rental income in each year, were £3,129,000 (2018: £1,181,000) of which 
£1,549,000 (2018: £427,000) was not recoverable from occupational tenants.

The Board determines the Group’s valuation policies and procedures and is responsible for overseeing the valuations. 
Valuations performed by the Group’s independent external valuers are based on information extracted from the Group’s 
financial and property reporting systems, such as current rents and the terms and conditions of lease agreements, 
together with assumptions used by the valuers (based on market observation and their professional judgement) in their 
valuation models.

At each reporting date, certain directors of the Investment Adviser who have recognised professional qualifications and 
are experienced in valuing the types of property owned by the Group initially analyse the independent external valuers’ 
assessments of movements in the property valuations from the prior reporting date or, if later, the date of acquisition. 
Positive or negative fair value changes over a certain materiality threshold are considered and are also compared to 
external sources such as the MSCI indices and other relevant benchmarks for reasonableness. Once the Investment 
Adviser has considered the valuations, the results are discussed with the independent external valuers, focusing on 
properties with unexpected fair value changes or any with unusual characteristics. The Audit Committee considers the 
valuation process as part of its overall responsibilities, including meetings with the independent external valuers, and 
reports on its assessment of the procedures to the Board.

Notes to the Group Financial Statements continued
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The fair value of the investment property portfolio has been determined using an income capitalisation technique 
whereby contracted and market rental values are capitalised with a market capitalisation rate. This technique is 
consistent with the principles in IFRS 13 and uses significant unobservable inputs, such that the fair value measurement 
of each property within the portfolio has been classified as level 3 in the fair value hierarchy as defined in IFRS 13.  
There have been no transfers to or from other levels of the fair value hierarchy during the year.

Portfolio
Fair value

£000 Key unobservable input
Inputs

Range Blended yield

31 December 2019
Leisure – UK 751,008 Net Initial Yield 3.7% - 6.2% 5.0%

Running Yield by December 2020 4.2% - 6.9% 5.1%
RPI assumption per annum 2.5% - 3.1%

Healthcare 748,385 Net Initial Yield 3.9% - 4.5% 4.5%
Running Yield by December 2020 4.0% - 4.6% 4.6%

Budget hotels 501,654 Net Initial Yield 4.3% - 10.5% 5.5%
Running Yield by December 2020 4.5% - 10.5% 5.7%
RPI assumption per annum 2.5%

Leisure – Germany 110,250 Net Initial Yield 5.5% 5.5%
Running Yield by December 2020 5.7% 5.7%

2,111,297

31 December 2018
Healthcare 984,845 Net Initial Yield 3.9% - 5.5% 4.8%

Running Yield by December 2019 4.0% - 5.6% 4.9% 
Leisure – UK 723,503 Net Initial Yield 4.7% - 5.9% 5.1%

Running Yield by December 2019 4.2% - 6.3% 5.2% 
RPI assumption per annum 2.6%

Budget hotels 514,322 Net Initial Yield 4.5% - 10.1% 5.5% 
Running Yield by December 2019 4.5% - 10.1% 5.5% 
RPI assumption per annum 2.5%

Leisure – Germany 112,550 Net Initial Yield 5.5% 5.5%
Running Yield by December 2019 5.7% 5.7%

2,335,220

The principal sensitivity of measurement to variations in the significant unobservable outputs is that decreases in Net 
Initial Yield, decreases in Running Yield and increases in RPI will increase the fair value (and vice versa).

The Group’s accounting policy for investment properties is disclosed in note 2d.
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13. Subsidiaries
The companies listed below are the subsidiary undertakings of the Company at 31 December 2019, all of which are 
wholly owned. Save where indicated all subsidiary undertakings are incorporated in England with their registered o�ce 
at Cavendish House, 18 Cavendish Square, London W1G 0PJ.

Nature of business

SIR Theme Park Subholdco 
Limited*

Intermediate parent company and borrower under mezzanine secured debt facility

Charcoal Midco 2 Limited Intermediate parent company
SIR Theme Parks Limited Intermediate parent company and borrower under senior secured debt facility
SIR ATH Limited Property investment – leisure
SIR ATP Limited Property investment – leisure
SIR HP Limited Property investment – leisure and borrower under senior secured debt facility 

(incorporated in England, operating in Germany)
SIR TP Limited Property investment – leisure
SIR WC Limited Property investment – leisure
SIR Hospital Holdings Limited* Intermediate parent company
SIR Umbrella Limited Intermediate parent company
SIR Hospitals Propco Limited Intermediate parent company and borrower under secured debt facility
SIR Duchy Limited Property investment – healthcare
SIR Springfield Limited Property investment – healthcare
SIR Healthcare 1 Limited Intermediate parent company
SIR Healthcare 2 Limited Intermediate parent company and borrower under secured debt facility
SIR Fitzwilliam Limited Property investment – healthcare
SIR Fulwood Limited Property investment – healthcare
SIR Lisson Limited Property investment – healthcare
SIR Midlands Limited Property investment – healthcare
SIR Oaklands Limited Property investment – healthcare
SIR Oaks Limited Property investment – healthcare
SIR Pinehill Limited Property investment – healthcare
SIR Rivers Limited Property investment – healthcare
SIR Woodland Limited Property investment – healthcare
SIR Yorkshire Limited Property investment – healthcare
Thomas Rivers Limited Property investment – healthcare
SIR Hotels 1 Limited * Intermediate parent company
SIR Hotels Jersey Limited† Intermediate parent company
SIR Unitholder 1 Limited† Intermediate parent company
SIR Unitholder 2 Limited† Intermediate parent company
Grove Property Unit Trust 6† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 7† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 9† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 11† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 12† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 16† Property investment – budget hotels and borrower under secured debt facility
SIR Hotels 2 Limited* Intermediate parent company
SIR Hotels Jersey 2 Limited† Intermediate parent company
SIR Unitholder 3 Limited† Intermediate parent company
SIR Unitholder 4 Limited† Intermediate parent company
Grove Property Unit Trust 2† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 5† Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 13† Property investment – budget hotels and borrower under secured debt facility

* directly owned by the Company; all other entities are indirectly owned
† incorporated in Jersey with their registered o�ce at 26 New Street, St Helier, Jersey JE2 3RA
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Nature of business

Grove Property Unit Trust 14 † Property investment – budget hotels and borrower under secured debt facility
Grove Property Unit Trust 15 † Property investment – budget hotels and borrower under secured debt facility
SIR Maple 4 Limited Property investment – budget hotels and borrower under secured debt facility
SIR Maple Holdco Limited * Intermediate parent company
SIR Maple 1 Limited † Intermediate parent company
SIR Unitholder 5 Limited † Intermediate parent company
MIF I Unit Trust x Property investment – leisure and borrower under secured debt facility
SIR Maple 2 Limited Property investment – leisure and borrower under secured debt facility
SIR Maple 3 Limited Property investment – leisure and borrower under secured debt facility
SIR New Hall Limited * Dormant
SIR MTL Limited * Dormant
Charcoal Bidco Limited * Dormant
SIR Hotels 2 Holdco Limited † Dormant
SIR Hotels 2 GP Limited † Dormant
SIR Hotels 2 Nominee Limited † Non trading
SIR Newco Limited * Dormant
SIR Newco 2 Limited * Dormant

* directly owned by the Company; all other entities are indirectly owned
† incorporated in Jersey with the registered o�ce at 26 New Street, St Helier, Jersey JE2 3RA
X incorporated in Jersey with the registered o�ce at 44 Esplanade, St Helier, Jersey JE4 9WG

The terms of the secured debt facilities may, in the event of a covenant breach, restrict the ability of certain subsidiaries 
to transfer distributable reserves or assets including cash to the Company, which is itself outside all security groups.
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14. Interest rate derivatives

Notional amount Fair value
31 December

2019
£000

31 December
2018

£000

31 December
2019

£000

31 December
2018

£000

Interest rate swaps (average rate 1.3%): 50,000 50,000
Falling due within one year (246) –
Falling due in more than one year (757) (311)

50,000 50,000 (1,003) (311)
Interest rate caps (average rate 1.5%): 24,766 26,528

Falling due in more than one year 43 306

74,766 76,528 (960) (5)

The movements in the fair value of interest rate derivatives were as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year (5) –
Charge to the income statement (note 9) (104) (25)
Charge to other comprehensive income (note 9) (851) (200)
Premium paid for interest rate caps – 220

At the end of the year (960) (5)

The Group utilises interest rate derivatives in risk management as cash flow hedges to protect against movements in 
future interest costs on secured loans which bear interest at variable rates. The derivatives have been valued in 
accordance with IFRS 13 by reference to interbank bid market rates as at the close of business on the last working day 
prior to each balance sheet date by Chatham Financial Europe Limited (2018: by J.C. Rathbone Associates Limited). The 
fair values are calculated using present values of future cash flows based on market forecasts of interest rates and 
adjusted for the credit risk of the counterparties. The amounts and timing of future cash flows are projected on the basis 
of the contractual terms of the derivatives. All interest rate derivatives are classified as level 2 in the fair value hierarchy as 
defined in IFRS 13 and there were no transfers to or from other levels of the fair value hierarchy during the year.

The entire £50.0 million notional amount of the interest rate swaps and £10.0 million of the notional amount of the 
interest rate caps are used to hedge cash flow interest rate risk on £60.0 million of the floating rate loans described  
in note 18. The notional amounts of the interest rate derivatives equal the loan principal balance, and their maturity 
dates also match. £3.3 million of the national amount of the interest rate caps has not been designated for hedge 
accounting to allow for any future loan prepayments and as a result, although the entire cash flow interest rate is 
hedged, the hedges as measured for the purposes of IFRS 9 are expected to be 94.5% e�ective throughout their lives.

The remaining £16.5 million notional amount of the interest rate caps is used to hedge cash flow interest rate risk on  
the remaining £14.8 million of the floating rate loans described in note 18. Following a rebalancing of the hedging 
arrangements on £1.7 million of the notional amount of the interest rate caps during the year, matching the loan principal 
that was repaid from the proceeds of investment property sales, the notional amounts of the interest rate caps designated 
for hedge accounting equal the loan principal balance and their maturity dates also match. As a result, the hedges, which 
have a fair value of £40,000 (2018: £306,000), are expected to be 100% e�ective throughout their lives. The remaining 
interest rate caps, which have a fair value of £3,000 (2018: £nil), have been classified as held for trading.

The Group’s accounting policy for interest rate derivatives is disclosed in note 2e.
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15. Cash and cash equivalents

31 December
2019

£000

31 December
2018

£000

Free cash and cash equivalents 240,254 71,133
Secured cash 26,261 29,972
Regulatory capital 604 640

267,119 101,745

Secured cash is held in accounts over which the providers of secured debt have fixed security. The Group is unable to 
access this cash unless and until it is released to free cash each quarter, which takes place after quarterly interest and 
loan repayments have been made as long as the terms of the associated secured facility are complied with.

As the Company is classified as an internally managed Alternative Investment Fund, it is required by the Financial 
Conduct Authority to hold a balance of regulatory capital in liquid funds. The Company maintains its regulatory capital 
in cash.

The Group’s accounting policy for cash and cash equivalents is disclosed in note 2e.

16. Trade and other receivables

31 December
2019

£000

31 December
2018

£000

Trade receivables 359 267
Amounts receivable from investment property disposals 2,565 2,503
Prepayments and accrued income 874 666

3,798 3,436

The Group’s accounting policy for trade and other receivables is disclosed in note 2e.

17. Trade and other payables

31 December
2019

£000

31 December
2018

£000

Trade payables 1,172 135
Rent received in advance and other deferred income 24,402 27,696
Interest payable 8,019 9,248
Tax and social security 3,192 3,526
Accruals and other payables 1,505 1,122

38,290 41,727

The Group’s accounting policy for trade and other payables is disclosed in note 2e.
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18. Financial assets and liabilities
Borrowings

31 December
2019

£000

31 December
2018

£000

Amounts falling due within one year
Fixed rate secured debt 3,480 4,156
Unamortised finance costs (2,310) (2,385)

1,170 1,771

Amounts falling due in more than one year
Fixed rate secured debt 852,411 1,011,846
Floating rate secured debt 74,766 76,528
Unamortised finance costs (6,769) (9,879)

920,408 1,078,495

The Group had no undrawn committed borrowing facilities at either balance sheet date.

The debt is secured by charges over the Group’s investment properties and by fixed and floating charges over the other 
assets of certain Group companies, not including the Company itself save for a limited share charge over the parent 
company of one of the ring-fenced subgroups. There were no defaults or breaches of any loan covenants during the 
current or any prior year.

The analysis of borrowings by currency is as follows:

31 December
2019

£000

31 December
2018

£000

Sterling denominated
Secured debt 869,645 1,028,151
Unamortised finance costs (8,677) (11,691)

860,968 1,016,460

Euro denominated
Secured debt 61,012 64,379
Unamortised finance costs (402) (573)

60,610 63,806

The Group’s accounting policy for borrowings is disclosed in note 2e.
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Categories of financial instruments

31 December
2019

£000

31 December
2018

£000

Financial assets
Financial assets at amortised cost:

Cash and cash equivalents (note 15) 267,119 101,745
Amounts receivable from investment property disposals (note 16) 2,565 2,503
Trade receivables (note 16) 359 267

Derivatives in e�ective hedges:
Interest rate caps (note 14) 40 306

Derivatives classified as held for trading:
Interest rate caps (note 14) 3 –

270,086 104,821

Financial liabilities
Financial liabilities at amortised cost:

Secured debt (921,578) (1,080,266)
Headlease liabilities (note 19) (28,190) (28,511)
Interest payable (note 17) (8,019) (9,248)
Trade payables (note 17) (1,172) (135)
Accruals (1,504) (1,098)

Derivatives in e�ective hedges:
Interest rate swaps (note 14) (1,003) (311)

(961,466) (1,119,569)

At each balance sheet date, all financial assets and liabilities other than derivatives in e�ective hedges and derivatives 
classified as held for trading were measured at amortised cost.

As at 31 December 2019 the fair value of the Group’s secured debt was £961.0 million (2018: £1,117.7 million) and the fair 
value of the other financial liabilities was the same as the book values shown above.

The secured debt was valued in accordance with IFRS 13 by reference to interbank bid market rates as at the close of 
business on the balance sheet date by Chatham Financial Europe Limited (2018: by J.C. Rathbone Associates Limited). 
All secured debt was classified as level 2 in the fair value hierarchy as defined in IFRS 13 and its fair value was calculated 
using the present values of future cash flows, based on market benchmark rates (interest rate swaps) and the estimated 
credit risk of the Group for similar financings. There were no transfers to or from other levels of the fair value hierarchy 
during the current or prior year.

Fair value is not the same as a liquidation valuation, the amount required to prepay the loans at the balance sheet date, 
and therefore does not represent an estimate of the cost to the Group of repaying the debt before the scheduled 
maturity date, which would be materially higher.

The Group’s accounting policy for financial assets and liabilities is disclosed in note 2e.
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18. Financial assets and liabilities continued
Financial risk management
Through the Group’s operations and use of debt financing it is exposed to certain risks. The Group’s financial risk 
management objective is to manage the e�ect of these risks, for example by using fixed rate debt and interest rate 
derivatives to manage exposure to fluctuations in interest rates.

The exposure to each financial risk considered potentially material to the Group, how it would arise and the policy for 
managing it is summarised below.

Market risk
Market risk in financial assets and liabilities is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market prices. The Group’s market risk arises from open positions in interest bearing 
assets and liabilities and foreign currencies, to the extent that these are exposed to general and specific market movements.

(a) Market risk – interest rate risk
The Group’s interest bearing assets comprise only cash and cash equivalents. Changes in market interest rates therefore 
a�ect the Group’s finance income.

The Group’s policy is to mitigate interest rate risk by entering into interest rate derivatives, which at the balance sheet 
date included interest rate swaps on £50.0 million (2018: £50.0 million) of floating rate loans and interest rate caps  
on the remaining £24.8 million (2018: £26.5 million). Under the interest rate swaps, the Group agrees to exchange with 
an institutional counterparty, at specified intervals, the di�erence between fixed and variable rate interest amounts 
calculated by reference to an agreed schedule of notional principal amounts. Under interest rate caps, the Group agrees 
a similar exchange if the variable interest rate exceeds the contractual strike rate of the derivative. The Group’s fixed rate 
loans and loans where the interest rate risk is hedged by way of interest rate swaps, together totalling £905.9 million 
(2018: £1,066.0 million), are therefore not subject to interest rate risk. The Group is exposed to limited cash flow interest 
rate risk on its £24.8 million (2018: £26.5 million) of floating rate loans where the interest rate risk is hedged by way  
of interest rate caps. Interest on these loans is payable at variable rates up to the maximum established by the cap  
strike rate.

The Group’s sensitivity to changes in interest rates is disclosed in note 9.

Trade and other payables are interest free as long as they are paid in accordance with their terms, and have payment 
terms of less than one year, so it is assumed that there is no material interest rate risk associated with these 
financial liabilities.

(b) Market risk – currency risk
The Group prepares its financial statements in Sterling. On an IFRS basis, 2.7% (2018: 2.9%) by value of the Group’s net 
assets are Euro denominated and as a result the Group is subject to foreign currency exchange risk. On an EPRA basis, the 
Euro net assets exposure is 3.5% (2018: 3.7%). This risk is partially hedged because within the Group’s German operations, 
rental income, interest costs and the majority of both assets and liabilities are Euro denominated. An unhedged currency 
risk remains on the value of the Group’s net investment in, and net returns from, its German operations.

The Group’s sensitivity to changes in foreign currency exchange rates, calculated on the basis of a 10% increase or 
decrease in average and closing Sterling rates against the Euro, was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

E�ect on profit 517 460
E�ect on other comprehensive income and equity 3,805 3,572

Credit risk
Credit risk is the risk of financial loss to the Group if a counterparty fails to meet its contractual obligations as a result of 
financial stress. The principal counterparties are the Group’s tenants (in respect of trade receivables arising under 
operating leases), banks and financial institutions (as holders of the Group’s cash deposits) and the counterparties to the 
Group’s investment property disposals.
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The credit risk of trade receivables is considered low because the counterparties to the operating leases are believed by 
the Board to be high quality tenants capable of discharging their lease obligations and any lease guarantors are also of 
appropriate financial strength. On the 67% of the portfolio (at 31 December 2019 valuations) that has been owned by 
Group entities since 2007, over the last 12 years the rent has always been paid by the due date. Rent collection dates 
and statistics are benchmarked in internal reports to identify any problems at any early stage, and if necessary rigorous 
credit control procedures will be applied to facilitate the recovery of trade receivables. The Group does not hold any 
financial assets which are either past due or impaired. The credit risk on cash deposits is limited because the 
counterparties are banks and financial institutions with credit ratings which are acceptable to the Board and which are 
kept under review at least each quarter and more often if required.

Inflation risk
Inflation risk arises from the impact of inflation on the Group’s income and expenditure. 59% (2018: 52%) of the Group’s 
passing rent at 31 December 2019 is subject to RPI-linked rent reviews, and those rents are subject to nil or upwards 
review, never downwards. The remaining 41% of passing rent is subject to fixed rental uplifts and is not exposed to 
fluctuations in the inflation rate. As a result, the Group is not exposed to a fall in rent in deflationary conditions. The 
Group is exposed to inflation risk on its running costs, which (with the exception of any advisory and incentive fees, the 
calculation of which is based on EPRA NAV) could increase in inflationary conditions. These costs totalled £2.4 million 
(2018: £2.2 million) in the current year (11% (2018: 10%) of total administrative expenses) and therefore the impact of any 
significant percentage increase in inflation would be minimal.

In September 2019 the UK Chancellor responded to the enquiry by the Economic A�airs Committee into the Retail 
Prices Index (RPI). In that response it was confirmed that RPI would continue to be published. However, the basis of 
calculation of RPI is widely accepted as being mathematically flawed and it is likely that the way that it is measured may 
change to make it a more accurate representation of the actual UK rate of inflation. Public consultation will commence 
in 2020 with any change in the calculation not occurring until 2025 at the earliest. It is therefore possible that there may 
be changes to the Group’s RPI-linked income from such future date as the basis of calculation is changed. However, 
rents subject to RPI reviews should still track UK inflation, albeit without a mathematical flaw.

Liquidity risk
Liquidity risk arises from the Group’s management of working capital and its ability to meet the finance costs and 
principal repayments on its secured debt. It is the risk that the Group will not be able to meet its financial obligations as 
they fall due.

The Group seeks to manage its liquidity risk by ensuring that su�cient cash is available to meet its foreseeable needs. 
The Group’s more material financial obligations are the payment of financing costs and any scheduled amortisation or 
repayments of its secured debt. Financing costs and scheduled amortisation are met out of rental income which, in all 
cases, provides ample headroom over the relevant amounts payable. Before entering into any financing arrangements, 
the Board assesses the resources that are expected to be available to the Group to meet its liabilities when they fall due 
including repayments at loan maturity. These assessments are made on the basis of both base case and stress tested 
scenarios.

Other liquidity needs are relatively modest and are managed principally through the deduction of much of the 
operating costs from rental receipts before any surplus is applied in payment of interest and loan amortisation as 
required by the credit agreements relating to the Group’s secured debt.

The Group prepares budgets and working capital forecasts which are reviewed by the Board at least quarterly to assess 
liquidity requirements and compliance with loan covenants. The Board also keeps under review the maturity profile of 
the Group’s cash deposits in order to have reasonable assurance that cash will be available for the settlement of 
liabilities when they fall due.

The following tables show the maturity analysis for financial assets and liabilities. The tables have been drawn up based 
on the undiscounted cash flows of financial liabilities, including future interest payments, based on the earliest date on 
which the Group can be required to pay. During the year, 69% (2018: 75%) of the Group’s headlease liabilities were 
recoverable from tenants and are not included in this analysis to the extent that they were recoverable.

640



92 Secure Income REIT Plc Annual Report 2019

18. Financial assets and liabilities continued

31 December 2019
E�ective

interest rate

Less than
one year

£000

One to two
 years
£000

Two to five
 years
£000

More than
five years

£000
Total
£000

Financial assets:
Cash and cash equivalents 0.6% 267,119 – – – 267,119
Trade and other receivables 2,924 – – – 2,924
Interest rate derivatives – 3 40 – 43

270,043 3 40 – 270,086

Financial liabilities:
Fixed rate secured debt 5.1% (47,968) (50,442) (576,096) (363,559) (1,038,065)
Floating rate secured debt 2.9% (2,134) (2,083) (77,922) – (82,139)
Headlease liabilities (502) (502) (1,507) (6,871) (9,382)
Accrued interest (8,019) – – – (8,019)
Trade payables and accrued expenses (2,676) – – – (2,676)
Interest rate derivatives 1.3% (246) (316) (441) – (1,003)

(61,545) (53,343) (655,966) (370,430) (1,141,284)

31 December 2018
E�ective

interest rate

Less than
one year

£000

One to two
 years
£000

Two to five
 years
£000

More than
five years

£000
Total
£000

Financial assets:
Cash and cash equivalents 0.3% 101,745 – – – 101,745
Trade and other receivables 2,770 – – – 2,770
Interest rate derivatives 1 27 278 – 306

104,516 27 278 – 104,821

Financial liabilities:
Fixed rate secured debt 5.0% (54,639) (55,332) (631,277) (546,633) (1,287,881)
Floating rate secured debt 2.7% (2,291) (2,361) (82,666) – (87,318)
Headlease liabilities (502) (502) (1,507) (6,871) (9,382)
Accrued interest (9,248) – – – (9,248)
Trade payables and accrued expenses (1,233) – – – (1,233)
Interest rate derivatives 1.3% (158) (111) (42) – (311)

(68,071) (58,306) (715,492) (553,504) (1,395,374)

Capital risk management in respect of the financial year
The Board’s primary risk management objective when monitoring capital is to preserve the Group’s ability to continue 
as a going concern, while ensuring it remains within its debt covenants to safeguard shareholders’ equity and avoid 
financial penalties. Borrowings are secured on each of six (2018: six) property portfolios by way of fixed charges over 
property assets, over the shares in the parent company of each ring-fenced borrower subgroup, and also by floating 
charges on the assets of the relevant subsidiary companies. The suitability of the extent of asset cover in the secured 
facilities forms a key part of debt negotiations and ongoing monitoring.

The Group is subject to externally imposed capital requirements under AIFMD as disclosed in note 15. Those capital 
requirements were complied with at all times during the current and prior years, and up to the date of this report.

At 31 December 2019 and 31 December 2018, the capital structure of the Group consisted of debt (note 18), cash and 
cash equivalents (note 15), and equity attributable to the shareholders of the Company (comprising share capital, 
retained earnings and the other reserves described in notes 21 and 22).

In managing the Group’s capital structure, the Board considers the Group’s cost of capital. In order to maintain or adjust 
the capital structure, the Group keeps under review the amount of any dividends or other returns to shareholders and 
monitors the extent to which the issue of new shares or the realisation of assets may be advisable or required.

Details of the significant accounting policies adopted are disclosed in the accounting policies in note 2. This includes the 
criteria for recognition, the basis of measurement and the basis on which income and expenses are recognised, in 
respect of each class of financial asset, financial liability and equity instrument.

Notes to the Group Financial Statements continued
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19. Headlease liabilities
Headlease obligations in respect of amounts payable on leasehold properties are as follows:

Minimum headlease payments

31 December
2019

£000

31 December
2018

£000

Within one year 1,786 1,801
Between one year and five years 7,166 7,219
More than five years 154,489 157,138

163,441 166,158
Less future finance charges (135,251) (137,647)

28,190 28,511

The earliest expiry date of all the lease obligations is in more than five years. All but £0.5 million (2018: £0.5 million) of 
the minimum headlease payments due within one year are recoverable from the occupational tenants.

The Group’s accounting policy for leases is disclosed in note 2d.

20. Deferred tax liability
The movements in the deferred tax liability relate to unrealised gains on the Group’s German investment properties.

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 11,110 10,238
Charge to the income statement (note 10) 759 747
(Credit)/charge to other comprehensive income (602) 125

At the end of the year 11,267 11,110

The Group’s accounting policy for deferred tax is disclosed in note 2f.

21. Share capital
Share capital represents the aggregate nominal value of shares issued. The movement in the number of fully paid 
ordinary shares of 10 pence each in issue was as follows:

Year to
31 December

2019
Number

Year to
31 December

2018
Number

At the start of the year 321,563,353 230,536,874
Issue of ordinary shares:

in settlement of 2018 incentive fee 1,287,242 –
in respect of March 2018 placing – 86,438,000
in settlement of 2017 incentive fee – 4,588,479

At the end of the year 322,850,595 321,563,353

Under the incentive fee arrangements described in note 26, a fee of £4.9 million (2018: £4.9 million) will become due in 
March 2020, assuming completion of the process of service of notice, acceptance of the calculation and independent 
valuation of the shares, by the issue of 1,184,551 (2018: 1,287,242) new ordinary shares following which there will be 
324,035,146 (2018: 322,850,595) ordinary shares in issue. The cost of the incentive fee to the Group including 
irrecoverable VAT is £5.3 million (2018: £5.3 million), which has been charged to administrative expenses in the year.
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22. Reserves
The share premium reserve represents the surplus of the gross proceeds of share issues over the nominal value of the 
shares, net of the direct costs of those equity issues.

Retained earnings represent the cumulative profits and losses recognised in the income statement, together with any 
amounts transferred or reclassified from the Group’s share premium reserve and other reserves, less dividends paid.

Other reserves represent:

• the cumulative exchange gains and losses on foreign currency translation;
• the cumulative gains or losses, net of tax, on e�ective cash flow hedging instruments; and 
• the impact on equity of any shares to be issued after the balance sheet date, as described in note 26, under the terms 

of the incentive fee arrangements.

Movements in other reserves comprise:

Currency
translation
di�erences

£000

Shares to be
issued
£000

Cash flow
hedging

instruments
£000

Total
£000

Year to 31 December 2019
At the start of the year 5,305 4,872 (200) 9,977
Currency translation movements (2,000) – – (2,000)
Fair value of derivatives (note 14) – – (851) (851)

Other comprehensive loss (2,000) – (851) (2,851)
Shares issued in the year – (4,869) – (4,869)
Shares to be issued – 4,907 – 4,907

At the end of the year 3,305 4,910 (1,051) 7,164

Year to 31 December 2018
At the start of the year 4,837 16,015 – 20,852
Currency translation movements 468 – – 468
Fair value of derivatives (note 14) – – (200) (200)

Other comprehensive income 468 – (200) 268
Shares issued in the year – (16,015) – (16,015)
Shares to be issued – 4,872 – 4,872

At the end of the year 5,305 4,872 (200) 9,977

23. Operating leases
The majority of the Group’s assets are investment properties leased to third parties under non-cancellable operating 
leases. The weighted average remaining lease term at 31 December 2019 is 21.0 years (2018: 20.9 years) and there are 
no tenant break options. The leases contain either fixed uplifts or upwards only RPI-linked uplifts, alongside periodic 
open market reviews on 11 of the 12 healthcare portfolio assets.

Contingent rental income arises as a result of RPI-linked uplifts on 41% of the Group’s passing rent as at 31 December 
2019. £0.9 million (2018: £1.0 million) of contingent rental income on RPI leases was recognised in the income statement 
in the year.

Future minimum rents receivable, translated at the relevant year end exchange rates, are as follows:

31 December
2019

£000

31 December
2018

£000

Within one year 110,697 126,076
Between one year and five years 456,783 519,432
More than five years 2,129,296 2,376,858

2,696,776 3,022,366

The Group’s accounting policy for leases is disclosed in note 2d.

Notes to the Group Financial Statements continued
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24. Net asset value per share
Net asset value (“NAV”) per share is calculated as the net assets of the Group attributable to shareholders divided by 
the number of shares in issue.

Diluted NAV per share includes within the denominator any shares that will be issued in future at the balance sheet date, 
including those in settlement of any incentive fee that may become payable as explained in note 26.

EPRA, the European Public Real Estate Association, publishes guidelines aimed at providing a measure of NAV on the 
basis of long term fair values. EPRA NAV excludes items that are considered to have no impact in the long term, such as 
the deferred tax on investment properties held for long term benefit. The calculation of EPRA NAV per share uses as its 
denominator the same number of shares in issue as is used in calculating diluted NAV per share.

The Group’s basic NAV, diluted NAV and EPRA NAV is as follows:

31 December 2019 31 December 2018

£000
Pence per  

share £000
Pence per

share

Basic NAV 1,384,542 428.8 1,281,588 398.5
EPRA adjustments:
Dilution from shares to be issued for incentive fee – (1.5) – (1.5)

Diluted NAV 1,384,542 427.3 1,281,588 397.0
Deferred tax on German investment property revaluations 11,267 3.5 11,110 3.4
Fair value of interest rate derivatives 1,084 0.3 197 0.1

EPRA NAV 1,396,893 431.1 1,292,895 400.5

The number of shares used in the NAV per share calculations are as follows:

31 December
2019

Number

31 December
2018

Number

Basic NAV 322,850,595 321,563,353
Diluted NAV and EPRA NAV 324,035,146 322,850,595

644



96 Secure Income REIT Plc Annual Report 2019

25. Reconciliation of changes in financial liabilities arising from financing activities

Year to 31 December 2019

Secured debt 
due within

one year 
(note 18)

£000

Secured debt
due in more 

than one year
(note 18)

£000

Headlease 
liabilities
(note 19)

£000

Interest 
payable

(note 17)
£000

Derivatives
(note 14)

£000
Total
£000

At the start of the year 1,771 1,078,495 28,511 9,248 5 1,118,030
Cash flows:
Repayment of secured debt from 

property sales – (154,519) – – – (154,519)
Interest and finance costs paid – – (1,702) (51,833) (103) (53,638)
Loan break costs – (27,868) – – – (27,868)
Scheduled amortisation of secured 

debt (3,988) – – – – (3,988)
Loan arrangement costs paid – (670) – – – (670)
Non-cash movements:
Finance costs in the income 

statement 2,385 29,308 1,702 50,586 253 84,234
Finance costs in other comprehensive 

income – – – – 851 851
Derecognition of headlease liabilities 

on sold properties – – (221) – – (221)
Movement in headlease liabilities – – (100) – – (100)
Currency translation movements 8 (3,344) – (28) – (3,364)
Reclassifications 994 (994) – 46 (46) –

At the end of the year 1,170 920,408 28,190 8,019 960 958,747

Year to 31 December 2018

Secured debt 
due within

one year 
(note 18)

£000

Secured debt
due in more 

than one year
(note 18)

£000

Headlease 
liabilities
(note 19)

£000

Interest 
payable

(note 17)
£000

Derivatives
(note 14)

£000
Total
£000

At the start of the year 2,227 953,086 11,721 8,613 – 975,647
Cash flows:
Drawdown of secured debt – 128,700 – – – 128,700
Interest and finance costs paid – – (1,191) (50,704) (103) (51,998)
Scheduled amortisation of secured 

debt (4,156) – – – – (4,156)
Loan arrangement costs paid (454) (2,007) – – – (2,461)
Purchase of interest rate caps – – – – (220) (220)
Non-cash movements:
Finance costs in the income 

statement – 2,225 1,191 51,288 174 54,878
Finance costs in other comprehensive 

income – – – – 200 200
Recognition of headlease liabilities 

acquired – – 16,862 – – 16,862
Movement in headlease liabilities – – (72) – – (72)
Currency translation movements (2) 647 – 5 – 650
Reclassifications 4,156 (4,156) – 46 (46) –

At the end of the year 1,771 1,078,495 28,511 9,248 5 1,118,030

Notes to the Group Financial Statements continued
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26. Related party transactions and balances
Relationship between Company and Investment Adviser
The Investment Advisory Agreement sets out the terms of the relationship between the Company and the Investment 
Adviser including the calculation of the advisory fee and the incentive fee. The agreement has a termination date in 
December 2025. Neither party to the agreement has any contractual renewal right. The agreement may be terminated 
in certain circumstances which are summarised on page 59 of the Secondary Placing Disclosure Document which is 
available in the Investor Centre of the Company’s website. It includes a right for the Company to terminate the 
agreement without compensation in the event of an unremedied breach by the Investment Adviser and a right for the 
Investment Adviser to terminate in the event of a change of control of the Company. The maximum termination fee is 
four times the previous quarter’s advisory fee, with any such termination payment designed to cover the cost of 
redundancies and o�ce wind down costs that may be required following the Investment Adviser’s loss of the 
management of the Group.

Until 10 December 2019, the Investment Adviser was Prestbury Investments LLP (“PILLP”). From that date, the Investment 
Adviser is Prestbury Investment Partners Limited (“PIPL”) following the novation of the Investment Advisory Agreement 
from PILLP to PIPL, following which the terms of the agreement remained unchanged. The ownership of PILLP and PIPL is 
identical and PIPL has the same resources available to it to perform the services required as PILLP had.

Advisory fees payable
Nick Leslau, Mike Brown and Sandy Gumm are Directors of the Company and are respectively Chairman, Chief 
Executive and Chief Operating O�cer of the Investment Adviser. They are also directors of and shareholders in PIPL.

Advisory fees payable to the Investment Adviser are calculated at:

• 1.25% per annum on EPRA NAV up to £500 million, plus 
• 1.0% per annum on EPRA NAV between £500 million and £1 billion, plus 
• 0.75% per annum on EPRA NAV between £1 billion and £1.5 billion, plus 
• 0.5% per annum on EPRA NAV over £1.5 billion.

Following a proposal made by the Investment Adviser, the Independent Directors have agreed that, with e�ect from  
1 April 2020, EPRA NAV for the purposes of calculation of the advisory fee will be reduced to the extent that the  
surplus realised on the disposal of a portfolio of hospitals in August 2019 remains available for deployment. The balance 
of the surplus cash at 31 December 2019 is £160.5 million and if, as anticipated, no funds are invested in acquisitions, 
liability management or special shareholder returns prior to 1 April 2020, the balance of the surplus is expected to be 
£158.3 million at that time.

The process undertaken to benchmark the terms of the Investment Advisory Agreement is set out in the Remuneration 
Committee’s report on page 54.

During the year, advisory fees of £12.9 million (2018: £12.3 million) plus VAT were payable in cash to PILLP , of which £nil 
(2018: £0.1 million) was outstanding as at the balance sheet date, and advisory fees of £0.8 million (2018: £nil) plus VAT 
were payable in cash to PIPL, of which £0.8 million (2018: £nil) was outstanding as at the balance sheet date and is 
included in trade and other payables (note 17).
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26. Related party transactions and balances continued
Incentive fee
The Investment Adviser may become entitled to an incentive fee intended to reward growth in Total Accounting Return 
(“TAR”) above an agreed benchmark and to maintain strong alignment of the Investment Adviser’s interests with those 
of shareholders. TAR is measured as growth in EPRA NAV per share plus dividends paid in the year. The fee entitlement 
is calculated annually on the basis of the Group’s audited financial statements, with any fee payable settled in shares in 
the Company (subject to certain limited exceptions). Sales of these shares are restricted (save for certain limited 
exceptions), with the restriction lifted on a phased basis over a period from 18 to 42 months from the date of issue. 
Shares may be released from the sale restriction in the event that shares need to be sold to settle the tax liability on the 
receipt of those shares, but this exemption has never been requested.

The incentive fee is calculated by reference to growth in TAR: if that growth exceeds a hurdle rate of 10% over a given 
financial year, an incentive fee equal to 20% of this excess is payable in shares to the Investment Adviser. In the event of 
an incentive fee being payable, a “high water mark” is established, represented by the EPRA NAV per share at the end 
of the relevant financial year, after the impact of the incentive fee, which is then the starting point for the cumulative 
hurdle calculations for future periods. The hurdle is set at the higher of the EPRA NAV at the start of the year plus 10% 
or the high water mark EPRA NAV plus 10% per annum for the period since the high water mark was established. 
Dividends or other distributions paid in any period are treated as payments on account against achievement of the 
hurdle rate of return.

A high water mark EPRA NAV per share of 400.5 pence per share was established at 31 December 2018, when a fee 
was last earned, therefore TAR had to exceed 40.1 pence per share in the year for the 2019 year before any incentive  
fee would be earned. Dividends of 16.3 pence per share were paid in the year, so any excess of EPRA NAV per share 
over and above 421.5 pence per share at 31 December 2019 represents above target TAR, of which the Investment 
Adviser earns 20% under the incentive fee arrangements. Since EPRA NAV is 431.1 pence per share (after accounting for 
the impact of the 2019 incentive fee), this fee amounts to £4.9 million, payable in shares following publication of these 
results and satisfactory completion of the service of notices and acceptance of the calculation.

Irrecoverable VAT arises on any element of the Group’s costs, including incentive fees, that relate to the healthcare 
portfolio. For the year to 31 December 2019, the irrecoverable element amounted to 35% (2018: 42%) of the VAT  
liability so £0.4 million (2018: £0.4 million) of the VAT on the incentive fee will not be recoverable. The total expense  
in the income statement for the incentive fee therefore amounts to £5.3 million (2018: £5.3 million): £4.9 million  
(2018: £4.9 million) satisfied by way of the issue of 1,184,551 shares to PIPL (2018: 1,287,242 shares to PILLP) plus  
£0.4 million (2018: £0.4 million) of irrecoverable VAT. Since new ordinary shares are issued in satisfaction of any 
incentive fee, the cost of that fee in the financial statements only impacts the net asset value of the Group to the extent 
of the irrecoverable VAT but does reduce the Group’s net asset value per share. The issue of the incentive shares in 
respect of the 2019 fee to PIPL will result in dilution of shareholder returns of under 0.4% and this dilution is reflected in 
the 31 December 2019 EPRA NAV per share.

Assuming no changes in the Company’s capital structure, dividends plus EPRA NAV per share growth will have to 
exceed 474.2 pence per share for the year ending 31 December 2020 before an incentive fee is earned for that year.

Notes to the Group Financial Statements continued
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Dividends paid to related parties and key management personnel
Dividends were paid to related parties and key management personnel as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Nick Leslau* 3,668 3,303
Prestbury Incentives Limited† 3,049 2,305
Mike Brown 193 155
Sandy Gumm 31 26
Martin Moore 19 15
Ian Marcus 14 12
Jonathan Lane 9 8
Leslie Ferrar 4 3

6,987 5,827

* comprising ordinary shares held by an LLP in which he has a 95% indirect interest and another company which he wholly owns.
† Nick Leslau, Mike Brown and Sandy Gumm are shareholders in and directors of Prestbury Incentives Limited, together with other key management 

personnel, Tim Evans and Ben Walford.

27. Events after the balance sheet date
On 21 February 2020, the Company paid a dividend of 4.2 pence per share amounting to £13.6 million. Of the amount paid, 
£2.2 million was a top-up dividend from the surplus disposal proceeds described in note 26.

On 11 March 2020 the terms of the Investment Advisory Agreement were varied in order to e�ect the reduction in the 
advisory fee explained in note 26 and announced to the stock exchange on 25 February 2020.
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Company Balance Sheet
Registered number: 6064259

Notes

31 December
2019

£000

31 December
2018

£000

Fixed assets
Investment in subsidiary undertakings C 457,643 457,643

Current assets
Loans to subsidiary undertakings D 288,058 341,963
Other amounts owed by subsidiary undertakings 5,291 5,337
Other debtors 1,799 1,601
Cash at hand and in bank 231,164 67,695

526,312 416,596

Creditors: amounts falling due within one year
Trade creditors (964) (97)
Loans from subsidiary undertakings E (58,112) (27,601)
Accruals and deferred income (596) (939)

Net current assets 466,640 387,959

Total assets less current liabilities 924,283 845,602

Net assets 924,283 845,602

Capital and reserves
Share capital F 32,285 32,156
Share premium reserve 518,415 513,675
Other reserves 4,910 4,872
Retained earnings 368,673 294,899

Shareholders’ funds 924,283 845,602

The Company has taken advantage of the exemption within section 408 of the Companies Act 2006 not to  
present its own profit and loss account. The profit for the year dealt with in the financial statements of the  
Company was £126.2 million (2018: loss of £0.1 million). As at 31 December 2019, the entire balance of £368.7 million  
(2018: £294.9 million) in retained earnings represents distributable reserves.

The notes on pages 102 and 103 form part of the Company financial statements.

The Company financial statements were approved and authorised for issue by the Board of Directors on 12 March 2020 
and were signed on its behalf by:

Martin Moore   Sandy Gumm
Chairman   Director

649



 101 Secure Income REIT Plc Annual Report 2019

Strategic  
Report Governance

Financial  
Statements

Additional 
Information

Company Statement of Changes in Equity

Share capital
£000

Share premium 
reserve

£000
Other reserves

£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2019

At 1 January 2019 32,156 513,675 4,872 294,899 845,602
Profit and total comprehensive income for the year – – – 126,235 126,235
Interim dividends of 16.3 pence per share – – – (52,461) (52,461)
Issue of shares 129 4,740 (4,869) – –
Shares to be issued – – 4,907 – 4,907

At 31 December 2019 32,285 518,415 4,910 368,673 924,283

Share capital
£000

Share premium 
reserve

£000
Other reserves

£000

Retained 
earnings

£000
Total
£000

Year to 31 December 2018

At 1 January 2018 23,054 196,975 16,015 336,409 572,453
Loss and total comprehensive loss for the year – – – (81) (81)
Interim dividends of 13.9 pence per share – – – (41,429) (41,429)
Issue of shares 9,102 316,700 (16,015) – 309,787
Shares to be issued – – 4,872 – 4,872

At 31 December 2018 32,156 513,675 4,872 294,899 845,602

The notes on pages 102 and 103 form part of the Company financial statements.
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A. Basis of preparation
The Company’s financial statements have been prepared in accordance with FRS 102 The Financial Reporting Standard 
applicable in the United Kingdom and Republic of Ireland.

The principal accounting policies relevant to the Company are:

• investments in subsidiaries are stated at cost less provision for any impairment;
• loans to subsidiaries are stated at cost less provision for any impairment; and
• shares to be issued in settlement of incentive fees are disclosed in other reserves.

In preparing the Company’s financial statements, advantage has been taken of the following disclosure exemptions 
available in FRS 102:

• no cash flow statement has been presented;
• disclosures in respect of the Company’s financial instruments have not been presented as equivalent disclosures have 

been provided in respect of the Group;
• no reconciliation of the number of shares outstanding at the beginning and end of the year has been presented as it 

is identical to the reconciliation for the Group shown in note 21 to the Group financial statements; and
• no disclosure has been given for the aggregate remuneration of the key management personnel of the Company as 

their remuneration is shown in note 8 to the Group financial statements.

In the year to 31 December 2019, the Company intends to continue to use these disclosure exemptions unless objections 
are received from the holders of at least 5% of the shares in the Company.

B. Auditors’ remuneration
The auditor’s remuneration in respect of the audit of the Company for the year was £48,000 (2018: £46,000). Fees 
payable for non-audit services provided to the Company and the rest of the Group are disclosed in note 8 to the Group 
financial statements.

C. Investment in subsidiary undertakings
The Company’s wholly owned direct subsidiaries are SIR Theme Park Subholdco Limited, SIR Hospital Holdings Limited, 
SIR Hotels 1 Limited, SIR Hotels 2 Limited, SIR Maple Holdco Limited, SIR MTL Limited, SIR New Hall Limited and 
Charcoal Bidco Limited, all of which are incorporated and operating in England. The full list of subsidiary entities 
indirectly owned by the Company is disclosed in note 13 to the Group financial statements. The movement in the year 
was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 457,643 144,839
Additions – 312,804

At the end of the year 457,643 457,643

Notes to the Company Financial Statements
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D. Loans to subsidiary undertakings
Loans to subsidiary undertakings are unsecured, bear no interest and are repayable on demand. The movement in the 
year was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 341,963 358,961
Net loans repaid (53,905) (16,998)

At the end of the year 288,058 341,963

E. Loans from subsidiary undertakings
Loans from subsidiary undertakings are unsecured, bear no interest and are repayable on demand. The movement in 
the year was as follows:

Year to
31 December

2019
£000

Year to
31 December

2018
£000

At the start of the year 27,601 6,495
Net loans drawn down 30,511 21,106

At the end of the year 58,112 27,601

F. Share capital
Details of the share capital of the Company are disclosed in note 21 to the Group financial statements.

G. Related party transactions
Details of related party transactions are disclosed in note 26 to the Group financial statements.

H. Events after the balance sheet date
On 21 February 2020, the Company paid a dividend of £13.6 million, representing a payment of 4.2 pence per share.

On 11 March 2020 the terms of the Investment Advisory Agreement were varied in order to e�ect the reduction in the 
advisory fee explained in note 26 and announced to the stock exchange on 25 February 2020.
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Total Shareholder Return
Shareholder return is one of the Group’s principal measures of performance. Total Shareholder Return (“TSR”) is 
measured as the movement in the Company’s share price plus dividends per share paid over a period expressed as a 
percentage of the share price at the start of the period. Total Accounting Return is a shareholder return measure 
calculated as the movement in EPRA NAV per share plus dividends per share over the period expressed as a 
percentage over the EPRA NAV at the start of the period.

When providing illustrations of future performance, the Company measures shareholder return by reference to 
illustrative EPRA NAV.

TAR – EPRA NAV performance

Year to
31 December

2019
Pence per

share

Year to
31 December

2018
Pence per

share

EPRA NAV per share:
at the start of the year 400.5 370.4
at the end of the year 431.1 400.5

Increase in EPRA NAV per share 30.6 30.1
Dividends per share 16.3 13.9

Increase in EPRA NAV per share plus dividends per share 46.9 44.0

TAR 11.7% 11.9%

TSR – share price performance

Year to
31 December

2019
Pence per

share

Year to
31 December

2018
Pence per

share

Mid market closing share price:
at the start of the year 377.0 360.8
at the end of the year 434.0 377.0

Increase in share price 57.0 16.2
Dividends per share 16.3 13.9

Increase in share price plus dividends per share 73.3 30.1

TSR 19.4% 8.3%

Unaudited Supplementary Information  
Shareholder Returns
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Net income summary
2019

£m
2018

£m
2017

£m
2016

£m
2015

£m

Gross rental income* 122.1 114.9 95.5 80.4 86.5
Gross profit* 120.7 114.4 95.2 80.3 86.4
Administrative expenses (22.1) (20.6) (29.5) (21.6) (8.1)
Profit on disposal of investment properties 53.1 0.2 – – 24.0
Property revaluations* 86.3 109.1 124.8 85.0 83.4
Other income – – 0.2 – –
Net finance costs (83.5) (54.5) (51.8) (49.7) (146.5)
Tax (1.1) (1.1) (1.7) (1.7) (2.4)

Profit for the year 153.4 147.5 137.2 92.3 36.8

* stated without the distorting e�ect of the Rent Smoothing Adjustments, which results in a reduction in gross rental income and gross profit while 
increasing property revaluations by the same amount in a given period

Net assets summary
2019

£m
2018

£m
2017

£m
2016

£m
2015

£m

Properties at valuation 2,083.1 2,306.7 1,770.2 1,641.7 1,349.5
Net debt (663.6) (990.8) (878.5) (878.4) (823.3)
Other net liabilities (IFRS basis) (35.0) (34.3) (31.1) (25.9) (21.8)

IFRS NAV 1,384.5 1,281.6 860.6 737.4 504.4
Deferred tax on German property revaluations 11.3 11.1 10.2 8.5 5.7
Fair value of interest rate derivatives 1.1 0.2 – – –

EPRA NAV 1,396.9 1,292.9 870.8 745.9 510.1

Summary of key performance indicators 2019 2018 2017 2016 2015

EPRA NAV per share 431.1p 400.5p 370.4p 323.6p 282.8p
Adjusted EPRA EPS 15.3p 14.7p 13.6p 11.3p 2.6p
Total Accounting Return 11.7% 11.9% 18.7% 16.5% 9.4%
Total Shareholder Return 19.4% 8.3% 18.7% 29.8% (16.1)%
Net LTV Ratio 31.9% 43.0% 49.6% 53.5% 61.0%
Headroom on debt covenants before any 
preventative cash cure or remedial action:

Valuation headroom before tightest LTV default 
test is triggered 38% 32% 30% 26% 25%
Rent headroom before tightest interest cover 
default test is triggered 33% 32% 28% 25% 31%

Uncommitted cash £234.2m £66.4m £60.6m £64.3m £52.7m
Weighted Average Unexpired Lease Term 21.0 years 20.9 years 22.2 years 23.1 years 23.5 years

Portfolio 2019 2018 2017 2016 2015

Number of properties 161 175 81 81 26
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EPRA measures

31 December
2019

31 December
2018

EPRA NAV per share 431.1p 400.5p
EPRA Triple Net Asset Value per share 417.9p 389.2p
EPRA Net Initial Yield 4.94% 5.04%
EPRA Topped Up Net Initial Yield 4.94% 5.05%
EPRA Vacancy Rate 0% 0%

Year to
31 December

2019

Year to
31 December

2018

EPRA EPS 16.9p 16.6p
Adjusted EPRA EPS 15.3p 14.7p
EPRA Capital Expenditure £0.3m £435.5m
EPRA Cost Ratio excluding direct vacancy costs 17.5% 16.8%
EPRA Cost Ratio including direct vacancy costs 17.6% 16.9%
Adjusted EPRA Cost Ratio excluding direct vacancy costs 14.9% 14.1%
Adjusted EPRA Cost Ratio including direct vacancy costs 15.0% 14.2%

EPRA NAV per share

31 December 2019 31 December 2018

£000
Pence per  

share £000
Pence per

share

Basic NAV (note 24) 1,384,542 428.8 1,281,588 398.5
EPRA adjustments:
Dilution from shares to be issued for incentive fee – (1.5) – (1.5)

Diluted NAV 1,384,542 427.3 1,281,588 397.0
Deferred tax on German investment property revaluations 11,267 3.5 11,110 3.4
Fair value of derivatives 1,084 0.3 197 0.1

EPRA NAV 1,396,893 431.1 1,292,895 400.5

Basic NAV, diluted NAV and EPRA NAV are calculated on the number of shares in issue at each balance sheet date 
as follows:

31 December 
2019

Number

31 December 
2018

Number

Basic NAV 322,850,595 321,563,353
Shares to be issued in satisfaction of incentive fee (note 26) 1,184,551 1,287,242

Diluted and EPRA NAV 324,035,146 322,850,595

Unaudited Supplementary Information  
EPRA Measures (EPRA Guidelines 2016)
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EPRA Triple Net Asset Value per share
The EPRA Triple NAV is adjusted to reflect the fair values of any debt and hedging instruments and any inherent tax 
liabilities. This is calculated as follows:

31 December 2019 31 December 2018

£000
Pence per

share £000
Pence per

share

EPRA NAV (note 24) 1,396,893 431.1 1,292,895 400.5
Fair value of fixed rate debt (30,343) (9.4) (25,176) (7.8)
Deferred tax on German investment property revaluations (11,267) (3.5) (11,110) (3.4)
Fair value of derivatives (1,084) (0.3) (197) (0.1)

EPRA Triple NAV 1,354,199 417.9 1,256,412 389.2

The fair value of the fixed rate debt is defined by EPRA as a mark to market adjustment measured in accordance with  
IFRS 9 in respect of all debt not held at fair value in the balance sheet. The fair value of debt is not the same as a 
liquidation valuation, so the fair value adjustment above does not reflect the liability that would crystallise if the debt 
was repaid early on the balance sheet date, which would be materially higher.

EPRA Net Initial Yield and EPRA Topped Up Net Initial Yield

31 December
2019

£000

31 December
2018

£000

Investment property, all of which is completed and wholly owned, at independent  
external valuation (note 12) 2,083,107 2,306,709

Allowance for estimated purchasers’ costs 140,826 155,628

Grossed up completed property portfolio valuation 2,223,933 2,462,337

Annualised cash passing rental income 110,726 124,989
Annualised non-recoverable property outgoings (866) (815)

Annualised net rents 109,860 124,174
National rent increase on expiry of rent free periods and other lease incentives 48 187

109,908 124,361

EPRA Net Initial Yield 4.94% 5.04%
EPRA Topped Up Net Initial Yield 4.94% 5.05%

EPRA Vacancy Rate

31 December
2019

31 December
2018

EPRA Vacancy Rate 0% 0%

There was only negligible vacant space as at both 31 December 2019 and 31 December 2018.
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EPRA EPS

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Basic earnings attributable to shareholders (note 11) 153,359 147,513
EPRA adjustments:
Investment property revaluation (note 12) (75,708) (98,167)
Profit on disposal of investment properties (note 7) (53,074) (183)
Cost of early repayment of debt on property sales (note 9) 27,868 –
Other early debt repayment costs (non-cash) (note 9) 1,443 –
German deferred tax on investment property revaluation (note 10) 759 747
Fair value adjustment of interest rate derivatives 36 25

EPRA earnings 54,683 49,935
Other adjustments:
Rent Smoothing Adjustments (note 4) (10,564) (10,950)
Incentive fee (note 6) 5,256 5,278

Adjusted EPRA earnings 49,375 44,263

Weighted average number of shares in issue Number Number

Adjusted EPRA EPS 322,540,246 300,553,819
Adjustment for time weighting of shares issued in the year* 1,494,900 995,851

EPRA EPS 324,035,146 301,549,670
Shares to be issued in satisfaction of incentive fee (note 26) 1,184,551 1,287,242

Diluted EPRA EPS 325,219,697 302,836,912

* Adjusted EPRA EPS is calculated using the weighted average number of shares reflecting the actual date on which shares are issued in settlement of 
any incentive fee. EPRA EPS and Diluted EPRA EPS are calculated on the assumption that those shares were in issue throughout the year.

Pence per 
share

Pence per
share

EPRA EPS 16.9 16.6
Diluted EPRA EPS 16.8 16.5
Adjusted EPRA EPS 15.3 14.7

Unaudited Supplementary Information  
EPRA Measures (EPRA Guidelines 2016) continued
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EPRA Capital Expenditure

Wholly owned property

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Acquisitions 307 435,540
Development – –
Expenditure on completed investment property held throughout the year:

Creation of additional lettable area – –
Enhancing existing space – –

EPRA Capital Expenditure 307 435,540

The Group does not have any joint ventures so any EPRA capital expenditure relates to wholly owned properties. The 
£0.3 million expenditure on acquisitions in the year largely represents the purchase of the freehold of an existing 
leasehold property, while the £435.5 million expenditure on acquisitions in the prior year represents the purchase of two 
investment property portfolios including costs. The Group does not capitalise any overheads or interest into its 
property portfolio and it does not develop properties. The Group’s properties are let on full repairing and insuring 
leases, so the Group incurs no routine ongoing capital expenditure on its property portfolio except at Manchester 
Arena, where such costs relating to the structure and common areas are liabilities of the Group but are generally 
recoverable from tenants via service charges.

EPRA Cost Ratio

Year to
31 December

2019
£000

Year to
31 December

2018
£000

Revenue (note 4) 132,677 125,874
Tenant contributions to property outgoings (note 4) (1,580) (1,384)

EPRA gross rental income 131,097 124,490

Non-recoverable property operating expenses (note 5)* 1,549 427
Less headlease costs included in non-recoverable property operating expenses (662) (315)
Administrative expenses (note 6) 22,128 20,575

EPRA costs including direct vacancy costs 23,015 20,687
Direct vacancy costs (95) (90)

EPRA costs excluding direct vacancy costs 22,920 20,597

EPRA Cost Ratio including direct vacancy costs 17.6% 16.9%
EPRA Cost Ratio excluding direct vacancy costs 17.5% 16.8%

* included within the £1.3 million (2018: £0.5 million) of property costs charged to the income statement is £0.2 million (2018: £0.1 million) of headlease 
costs and other costs that are recoverable from the tenant.

The Group capitalises the incremental costs of negotiating and arranging new leases, which are then charged to the 
income statement over the term of the relevant lease. During the year, £nil (2018: £0.4 million) of these costs were 
capitalised, and £19,000 (2018: £36,000) was released from capitalised costs and charged to the income statement. 
With e�ect from the implementation of IFRS 16 on 1 January 2019, rent review costs are charged to the income 
statement when they are incurred and non-recoverable property operating expenses include £0.4 million in respect of 
these costs in the year (2018: £nil).

Non recoverable property operating expenses for the year ended 31 December 2019 also include non-recurring costs of 
£0.2 million relating to a feasibility study for a capital project which has not commenced (and might not commence).

The Group has no capitalised overheads or other operating expenses and does not capitalise interest.
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Adjusted EPRA Cost Ratio excluding non-cash items
The Group also calculates an Adjusted EPRA Cost Ratio excluding the following non-cash items to present a measure of 
cost e�ciency that the Board considers more directly relevant to its business model. The adjusted EPRA Cost Ratio 
excludes:

• revenue recognised ahead of cash receipt as a result of Rent Smoothing Adjustments (note 4); and
• any incentive fee, included in administrative expenses, which is settled in shares (note 26).

Year to
31 December

2019
£000

Year to
31 December

2018
£000

EPRA gross rental income 131,097 124,490
Rent Smoothing Adjustments (note 4) (10,564) (10,950)

Adjusted EPRA gross rental income excluding non-cash items 120,533 113,540

EPRA costs 23,015 21,002
Incentive fee settled in shares (note 26) (4,907) (4,872)

Adjusted EPRA costs including direct vacancy costs 18,108 16,130
Direct vacancy costs (95) (90)

Adjusted EPRA costs excluding direct vacancy costs 18,013 16,040

Adjusted EPRA Cost Ratio including direct vacancy costs 15.0% 14.2%
Adjusted EPRA Cost Ratio excluding direct vacancy costs 14.9% 14.1%

Like for like rental growth by portfolio

Passing rent

Leisure 
portfolio

£000

Healthcare 
portfolio

£000

Budget hotel 
portfolio

£000

Total 
portfolio

£000

At 1 January 2019 45,723 50,217 29,049 124,989
Disposals – (15,569) (874) (16,443)
Movement in Euro exchange rate (346) – – (346)

Like for like passing rent 45,377 34,648 28,175 108,200
Rental uplifts 1,408 959 159 2,526

At 31 December 2019 46,785 35,607 28,334 110,726

Increase in like for like passing rent 3.1% 2.8% 0.6% 2.3%
Portfolio valuation at 31 December 2019 851,875 748,385 482,847 2,083,107

Passing rent

Leisure 
portfolio

£000

Healthcare 
portfolio

£000

Budget hotel 
portfolio

£000

Total 
portfolio

£000

At 1 January 2018 32,685 48,868 14,169 95,722
Disposals – – (89) (89)
Movement in Euro exchange rate 69 – – 69

Like for like passing rent 32,754 48,868 14,080 95,702
Acquisitions 11,869 – 14,969 26,838
Rental uplifts 1,100 1,349 – 2,449

At 31 December 2018 45,723 50,217 29,049 124,989

Increase in like for like passing rent 3.4% 2.8% – 2.6%
Portfolio valuation at 31 December 2018 826,670 984,845 495,194 2,306,709

Unaudited Supplementary Information  
EPRA Measures (EPRA Guidelines 2016) continued
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Like for like rental growth by country

Passing rent
UK

£000
Germany

£000

Total 
portfolio

£000

At 1 January 2019 118,365 6,624 124,989
Disposals (16,443) – (16,443)
Movement in Euro exchange rate – (346) (346)

Like for like passing rent 101,922 6,278 108,200
Rental uplifts 2,317 209 2,526

At 31 December 2019 104,239 6,487 110,726

Increase in like for like passing rent 2.3% 3.3% 2.3%
Portfolio valuation at 31 December 2019 1,972,857 110,250 2,083,107

Passing rent
UK

£000
Germany

£000

Total
portfolio

£000

At 1 January 2018 89,381 6,341 95,722
Disposals (89) – (89)
Movement in Euro exchange rate – 69 69

Like for like passing rent 89,292 6,410 95,702
Acquisitions 26,838 – 26,838
Rental uplifts 2,235 214 2,449

At 31 December 2018 118,365 6,624 124,989

Increase in like for like passing rent 2.5% 3.3% 2.6%
Portfolio valuation at 31 December 2018 2,194,159 112,550 2,306,709
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New EPRA NAV best practice guidelines
The EPRA measures set out on the preceding pages have been prepared in accordance with the guidelines currently in 
force, the EPRA Best Practice Recommendations Guidelines November 2016. With e�ect from the financial year which 
commenced on 1 January 2020, new EPRA guidelines published in October 2019 establishing three new EPRA NAV 
measures will apply.

To aid comparison between the existing and new measures, and also between the results of the Company and other 
companies reporting under the new guidelines, the calculation of the new EPRA NAV measures and their reconciliation 
to the financial statements is provided here. These calculations are based on our current understanding of how market 
practice in these new disclosures will develop.

31 December
2019

Pence per 
share

31 December
2018

Pence per 
share

New EPRA NAV measures
EPRA Net Reinstatement Value per share 474.6 448.7
EPRA Net Tangible Assets per share 429.4 398.8
EPRA Net Disposal Value per share 417.9 389.2

EPRA measures calculated on existing basis
EPRA NAV per share 431.1 400.5
EPRA Triple NAV per share 417.9 389.2

 
EPRA NAV in £000 

EPRA 
Net Reinstatement Value

EPRA  
Net Tangible Assets

EPRA  
Net Disposal Value

31 December 
2019

£000

31 December
2018

£000

31 December
2019

£000

31 December
2018

£000

31 December
2019

£000

31 December
2018

£000

Basic NAV (note 24) 1,384,542 1,281,588 1,384,542 1,281,588 1,384,542 1,281,588
EPRA adjustments:
Dilution from shares to be issued for 

incentive fee – – – – – –

Diluted NAV 1,384,542 1,281,588 1,384,542 1,281,588 1,384,542 1,281,588
Deferred tax on German investment 

property revaluations(1) 11,267 11,110 5,634 5,555 – –
Fair value of derivatives 1,084 197 1,084 197 – –
Adjustment for real estate transfer 

tax(2) 140,826 155,628 – – – –
Fair value of fixed rate debt(3) – – – – (30,343) (25,176)

EPRA NAV 1,537,719 1,448,523 1,391,260 1,287,340 1,354,199 1,256,412

Unaudited Supplementary Information  
New EPRA Measures (EPRA Guidelines October 2019)
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EPRA NAV per share

EPRA 
Net Reinstatement Value

EPRA  
Net Tangible Assets

EPRA  
Net Disposal Value

31 December 
2019

Pence

31 December 
2018

Pence

31 December 
2019

Pence

31 December 
2018

Pence

31 December 
2019

Pence

31 December 
2018

Pence

Basic NAV (note 24) 428.8 398.5 428.8 398.5 428.8 398.5
EPRA adjustments:
Dilution from shares to be issued for 

incentive fee (1.5) (1.5) (1.5) (1.5) (1.5) (1.5)

Diluted NAV 427.3 397.0 427.3 397.0 427.3 397.0
Deferred tax on German investment 

property revaluations(1) 3.5 3.4 1.7 1.7 – –
Fair value of derivatives 0.3 0.1 0.3 0.1 – –
Adjustment for real estate transfer 

taxes(2) 43.5 48.2 – – – –
Fair value of fixed rate debt(3) – – – – (9.4) (7.8)

EPRA NAV 474.6 448.7 429.3 398.8 417.9 389.2

1 Deferred tax arises only on the Group’s German properties. There is no current intention to sell these assets. 
However the EPRA Guidance requires that, if the full deferred tax liability is to be added back to ERA Net Tangible 
Assets, it must have “clearly and specifically identified in its reporting that it intends to hold and does not in the  
long run intend to sell” such assets. A company may also look to its track record to demonstrate the extent to  
which deferred tax is likely to be crystallised. As crystallisation of deferred tax is only relevant to the German  
assets and as no non-UK assets have been sold, there is no track record to refer to. As neither of these tests  
is met, the EPRA Guidelines require that half of the deferred tax liability is added back in the adjustments to 
calculate EPRA Net Tangible Assets. The full extent of the liability is shown under the adjustments to calculate  
EPRA Net Reinstatement Value.

2 The EPRA Guidance includes the option to state EPRA Net Tangible Assets on the basis that ‘optimisation’ of 
transfer taxes is a likely outcome based on the experience of transactions in prior periods. The majority of the 
Group’s purchases have not attracted full costs as they have been structured by sellers as corporate transactions 
and 47% of sales by value have not attracted full purchaser’s costs. However, transactions are in the main 
opportunistic and their structure depends to a large extent on what the counterparty wants, therefore the Company 
does not wholly control whether a given transaction will be a corporate or an asset deal. On that basis, full costs 
have been assumed in EPRA Net Tangible Assets, in order to avoid the need to speculate on likely structures. The 
full extent of the real estate transfer taxes assumption in the independent external valuations is disclosed within the 
EPRA Net Reinstatement Value calculation.

3 The EPRA guidance defines fair value of fixed rate debt consistently with the IFRS 13 definition applied in drawing up 
the financial statements. As described in note 18 to the financial statements, fair value is a lower number than the 
liquidation value of the Group’s debt – that is the cost of early repayment of all of the Group’s debt including fixed 
rate debt.

As described in note 26 to the financial statements, EPRA NAV is the basis for calculating both the advisory and 
incentive fees payable to the Investment Adviser. The terms of calculation of these fees are set out in the Investment 
Advisory Agreement put in place at the time of the Company’s listing in 2014. Under the terms of that contract, EPRA 
NAV is defined specifically as the measure drawn up in accordance with the 2011 EPRA Best Practice Guidelines (which 
were those in place when the agreement was entered into). The Remuneration Committee, the Board and the 
Investment Adviser have considered the impact of the new EPRA guidelines on the calculation of fees and have 
determined that the terms of the contract should remain unchanged. Consequently, EPRA NAV as it has been 
calculated from the Company’s listing up to and including the 2019 financial statements will continue to form the basis 
of the fee calculations. The EPRA measure used for fee calculations will be published in the notes to the interim and 
annual reports for that purpose.
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The Group’s accounting policy, in line with IFRS, requires the impact of any fixed or minimum rental uplifts to be spread 
evenly over the term of a lease and as a result there is a material mismatch between the rental cash flows and rental 
revenues shown in the income statement. The adjustments relate to the 41% of portfolio rents that are subject to fixed 
uplifts and the 6% of rents with minimum uplifts on RPI-linked reviews.

A receivable is included in the book value of investment property for the amount of rent included in the income 
statement ahead of actual cash receipts. The receivable increases over broadly the first half of the later of the lease 
commencement or the date of acquisition term then unwinds to zero over the remainder of each lease term. If a lease is 
extended, the receivable at the date of modification is not adjusted but the smoothing is recalculated over the new term 
from that date.

So as not to overstate the portfolio value, any movement in the receivable is o�set against property revaluation 
movements and since this adjustment increases rental income and reduces property revaluation gains (and vice versa in 
the second half of each lease term) it does not change the Group’s retained earnings or net assets. Income in excess of 
cash flow is also taken out of Adjusted EPRA EPS so as not to artificially flatter the Group’s dividend cover.

The impact of the Rent Smoothing Adjustments on the Group’s balance sheet for the year ended 31 December 2019 is 
as follows:

Receivable at
31 December

2019
£m

Maximum 
receivable at 

at midway 
point 

£m
Midway point 
of smoothing 

Healthcare – Ramsay hospitals 111.8 111.7 March 2023
German leisure* 34.3 39.9 June 2026
Healthcare – Lisson Grove hospital 11.1 20.6 March 2035
Manchester Arena 1.8 8.9 June 2032
The Brewery 1.7 23.5 June 2041
Pubs 0.4 1.3 Dec 2029

155.7 206.0

* at the year end Euro conversion rate of €1:£0.8500.

The future impact of this adjustment would change if there were acquisitions, disposals or lease variations of properties 
with fixed or minimum RPI-linked rental uplifts. Assuming no change in the portfolio, the adjustment that was 
recognised on the portfolio during the year and is expected for each of the next three financial years (with the German 
adjustment translated at the 2019 average Euro conversion rate of €1:£0.8769) is as follows:

£m

2019 10.5
2020 9.8
2021 7.2
2022 5.6

Unaudited Supplementary Information  
Rent Smoothing Adjustments
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Property Portfolio Region Address

Values over £100 million
Alton Towers theme park Leisure Rest of England Alton, Sta�ordshire ST10 4DB
Manchester Arena, adjacent o�ces, 

parking and ancillary space
Leisure Rest of England Victoria Station, Manchester M3 1AR

Rivers hospital Healthcare Rest of England High Wych Road, Sawbridgeworth CM21 0HH
Springfield hospital Healthcare Rest of England Lawn Lane, Springfield, Chelmsford CM1 7GU
Thorpe Park theme park Leisure Rest of England Staines Road, Chertsey KT16 8PN

Values between £50-100 million
Alton Towers hotel Leisure Rest of England Alton, Sta�ordshire ST10 4DB
The Brewery Leisure London 52 Chiswell Street, London EC1Y 4SD
Fitzwilliam hospital Healthcare Rest of England Milton Way, South Bretton, Peterborough 

PE3 9AQ
Heide Park theme park Leisure Germany 29614 Soltau, Lower Saxony, Germany
Nightingale hospital Healthcare London 11-19 Lisson Grove, Marylebone, London 

NW1 6SH
Oaks hospital Healthcare Rest of England 120 Mile End Road, Colchester CO4 5XR
Pinehill hospital Healthcare Rest of England Benslow Lane, Hitchin SG4 9QZ
Warwick Castle Leisure Rest of England Warwick CV34 4QU
Yorkshire clinic Healthcare Rest of England Bradford Road, Bingley BD16 1TW

Values between £25-50 million
Duchy hospital Healthcare Rest of England Peventinnie Lane, Treliske, Truro TR1 3UP
Fulwood hospital Healthcare Rest of England Midgery Lane, Fulwood, Preston PR2 9SZ
Heide Park hotel Leisure Germany 29614 Soltau, Lower Saxony, Germany
Manchester Central Travelodge Budget hotels Rest of England 11 Blackfriars Street, Salford, Manchester M3 5AL
West Midlands hospital Healthcare Rest of England Coleman Hill, Halesowen B63 2AH
Woodlands hospital Healthcare Rest of England Rothwell Road, Kettering NN16 8XF

Values between £10-25 million
Bath Central Travelodge Budget hotels Rest of England York Buildings, Bath BA1 2EB
Edinburgh Central Travelodge Budget hotels Scotland 33 St Mary's Street, Edinburgh EH1 1TA
Glasgow Central Travelodge Budget hotels Scotland 5-11 Hill Street, Glasgow G3 6RP
Heathrow Heston M4 Westbound 

Travelodge
Budget hotels London Moto Service Area, M4 Motorway, Phoenix Way, 

Heston, Hounslow TW5 9NB
London Wimbledon Travelodge Budget hotels London Epsom Road, Morden SM4 5PH
Oaklands hospital Healthcare Rest of England 19 Lancaster Road, Salford, Manchester M6 8AQ
Oxford Peartree Travelodge Budget hotels Rest of England Woodstock Road, Yarnton, Kidlington, Oxford 

OX2 8JZ

Values between £5-10 million
Arundel Fontwell Travelodge Budget hotels Rest of England Arundel Road, Fontwell, Arundel BN18 0SB
Birmingham Central Travelodge Budget hotels Rest of England 230 Broad Street, Birmingham B15 1AY
Bristol Cribbs Causeway Travelodge Budget hotels Rest of England Cribbs Causeway, Bristol BS10 7TL
Cambridge Fourwentways 

Travelodge
Budget hotels Rest of England Abington, Cambridge CB21 6AP

Dartford Travelodge Budget hotels London Charles Street, Dartford DA2 9AP
Dorking Travelodge Budget hotels Rest of England Reigate Road, Dorking RH4 1QB
Ely Travelodge Budget hotels Rest of England Witchford Road, Ely CB6 3NN
Exeter M5 Travelodge Budget hotels Rest of England Moto Service Area, M5 Motorway, Exeter  

EX2 7HF
Leeds Central Travelodge Budget hotels Rest of England Blayd's Court, Blayd’s Yard Swinegate, Leeds  

LS1 4AD
London Park Royal Travelodge Budget hotels London 614 Western Avenue, London W3 0TE
Milton Keynes Central Travelodge Budget hotels Rest of England 199 Grafton Gate, Milton Keynes MK9 1AL

Property Portfolio as at 11 March 2020
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Values between £5-10 million (continued)
Nottingham Riverside Travelodge Budget hotels Rest of England Nottingham Riverside Retail Park, Tottle Road, 

Queen’s Drive, Nottingham NG2 1RT
Northampton Upton Way 

Travelodge
Budget hotels Rest of England Upton Way, Northampton NN5 4EG

Reading Central Travelodge Budget hotels Rest of England 60 Oxford Road, Reading RG1 7LT
Saltash Travelodge Budget hotels Rest of England Callington Road, Carkell, Saltash PL12 6LF
Southampton Travelodge Budget hotels Rest of England 144 Lodge Road, Southampton SO14 6QR
Warminster Travelodge Budget hotels Rest of England A36/A350 Bypass, Bath Road, Warminster 

BA12 7RU
Yeovil Podimore Travelodge Budget hotels Rest of England Podimore Services, A303, Yeovil BA22 8JG
York Tadcaster Travelodge Budget hotels Rest of England A64, Bilbrough, York LS24 8EQ

Values between £2-5 million
Aberdeen Bucksburn Travelodge Budget hotels Scotland Inverurie Road, Bucksburn, Aberdeen AB21 9LZ
Alfreton Travelodge Budget hotels Rest of England Old Swanwick, Colliery Road, Alfreton, Swanwick 

DE55 1JH
Basildon Travelodge Budget hotels Rest of England Festival Leisure Park, Basildon SS14 3WB
Basingstoke Travelodge Budget hotels Rest of England Winchester Road, Basingstoke RG22 6HN
Bedford Arms, Southampton Leisure Rest of England 23 Bedford Place, Southampton SO15 2DB
Bedford Marston Moretaine 

Travelodge
Budget hotels Rest of England Beancroft Road, Marston Moretaine, Bedford 

MK43 0QZ
Bedford Wyboston Travelodge Budget hotels Rest of England A1 Black Cat Roundabout, Chawston, Bedford 

MK44 3BE
Birmingham Frankley M5 

Southbound Travelodge
Budget hotels Rest of England Moto Service Area, M5 Motorway, Illey Lane, 

Frankley, Birmingham B32 4AR
Birmingham Hilton Park M6 

Southbound Travelodge
Budget hotels Rest of England Hilton Park Service Area, Essington, 

Wolverhampton WV11 2AT
Birmingham Sutton Coldfield 

Travelodge
Budget hotels Rest of England Boldmere Road, Sutton Coldfield B73 5UP

Blue Bell Hotel, Middlesbrough Leisure Rest of England Acklam Road, Middlesbrough TS5 7HL
Bournemouth Cooper Dean 

Travelodge
Budget hotels Rest of England Cooper Dean Roundabout, Castle Lane East, 

Bournemouth BH7 7DP
Bracknell Travelodge Budget hotels Rest of England London Road, Binfield, Bracknell RG42 4AA
Bradford Travelodge Budget hotels Rest of England Midpoint, Thornbury, Bradford BD3 7AY
Brentwood East Horndon 

Travelodge
Budget hotels Rest of England A127, East Horndon, Brentwood CM13 3LL

Bristol Severn View M48 Travelodge Budget hotels Rest of England Moto Service Area, M48 Motorway, Severn 
Bridge, Bristol BS35 4BH

Canterbury Whitstable Travelodge Budget hotels Rest of England Thanet Way, Faversham ME13 9EL
Chippenham Leigh Delamere M4 

Eastbound Travelodge
Budget hotels Rest of England Moto Service Area, Leigh Delamere, Chippenham 

SN14 6LB
Cirencester Travelodge Budget hotels Rest of England Hare Bushes, A429 Burford Road, Cirencester 

GL7 5HB
Doncaster Travelodge Budget hotels Rest of England A1 Great North Road, Carcroft, Doncaster 

DN6 8LR
Frimley Travelodge Budget hotels Rest of England 114 Portsmouth Road, Camberley GU15 1HS
Glasgow Paisley Road Travelodge Budget hotels Scotland 251 Paisley Road, Glasgow, G5 8RA
Great Yarmouth Acle Travelodge Budget hotels Rest of England A47 Roundabout, Acle Bypass, Acle, Norwich 

NR13 3BE
Haydock St. Helens Travelodge Budget hotels Rest of England Piele Road, Haydock, St Helens WA11 9TL
Heathrow Heston M4 Eastbound 

Travelodge
Budget hotels London Moto Service Area, M4 Motorway, Phoenix Way, 

Heston, Hounslow TW5 9NB
Hellingly Eastbourne Travelodge Budget hotels Rest of England Boship Roundabout, Hellingly, Hailsham 

BN27 4DP
Hogshead, Wolverhampton Leisure Rest of England 186 Sta�ord Street, Wolverhampton WV1 1NA

Property Portfolio as at 11 March 2020 continued
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Values between £2-5 million (continued)
Ilminster Travelodge Budget hotels Rest of England A303 Southfield Roundabout, Horton Cross, 

Ilminster TA19 9PT
Inverness Travelodge Budget hotels Scotland Stonyfield, A96 Inverness Road, Inverness 

IV2 7PA
Kettering Thrapston Travelodge Budget hotels Rest of England Junction 13, A14 Eastbound, Thrapston 

NN14 4UR
Lancaster M6 Travelodge Budget hotels Rest of England Moto Service Area, White Carr Lane, Bay Horse, 

Lancaster LA2 9DU
Lincoln Thorpe on the Hill 

Travelodge
Budget hotels Rest of England A46 Newark/Lincoln Road, Thorpe on the Hill 

LN6 9AJ
Liverpool Docks Travelodge Budget hotels Rest of England Brunswick Dock, Sefton Street, Liverpool L3 4BN
Medway M2 Travelodge Budget hotels Rest of England Moto Service Area, M2 Motorway, Rainham, 

Gillingham ME8 8PQ
Milton Keynes Old Stratford 

Travelodge
Budget hotels Rest of England A5 Old Stratford Roundabout, Old Stratford, 

Milton Keynes MK19 6AQ
Newbury Tot Hill Travelodge Budget hotels Rest of England Tot Hill Services, A34 Newbury Bypass, 

Burghclere, Newbury RG20 9BX
Oxford Wheatley Travelodge Budget hotels Rest of England London Road, Wheatley, Oxford OX33 1JL
Perth Crie� Road Travelodge Budget hotels Scotland Crie� Road, Perth PH1 3JJ
Plymouth Derriford Travelodge Budget hotels Rest of England 8-9 Howeson Lane, Plymouth PL6 8BD
Reading M4 Eastbound Travelodge Budget hotels Rest of England Moto Service Area, Burghfield, Reading 

RG30 3UQ
Reading M4 Westbound Travelodge Budget hotels Rest of England Moto Service Area, Burghfield, Reading 

RG30 3UQ
Reading Whitley Travelodge Budget hotels Rest of England 387 Basingstoke Road, Whitley, Reading 

RG2 0JE
Retford Markham Moor Travelodge Budget hotels Rest of England A1 Northbound, Markham Moor, Retford 

DN22 0QU
Shrewsbury Bayston Hill Travelodge Budget hotels Rest of England Bayston Hill Services, Shrewsbury SY3 0DA
Slug & Lettuce, Farnham Leisure Rest of England 9–11 East Street, Farnham, GU9 7RX
Slug & Lettuce, Huddersfield Leisure Rest of England 40-44 King Street, Huddersfield, HD1 2QT
Southampton Eastleigh Travelodge Budget hotels Rest of England Ham Farm, Twyford Road, Eastleigh SO50 4LF
Stoke Talke Travelodge Budget hotels Rest of England Newcastle Road, Talke, Stoke-on-Trent ST7 1UP
Stratford Alcester Travelodge Budget hotels Rest of England Oversley Mill, Alcester B49 6PQ
Swansea M4 Travelodge Budget hotels Wales Moto Service Area, M4 Motorway, Penllergaer, 

Swansea SA4 9GT
Towcester Silverstone Travelodge Budget hotels Rest of England A43 Towcester Bypass, Towcester NN12 6TQ
Warrington Travelodge Budget hotels Rest of England Kendrick Street, Warrington WA1 1UZ
Warrington Lowton Travelodge Budget hotels Rest of England 322 Newton Road, Lowton, Warrington 

WA3 1HD
Widnes Travelodge Budget hotels Rest of England Fiddlers Ferry Road, Widnes WA8 0HA
William Gladstone, Liverpool Leisure Rest of England 18-20 North John Street, Liverpool L2 9RL
Worksop Travelodge Budget hotels Rest of England St Anne’s Drive, Worksop S80 3QD
Yates’s, Preston Leisure Rest of England 144 Church Street, Preston PR1 3AB
York Hull Road Travelodge Budget hotels Rest of England Hull Road, York YO10 3LF

In addition to the properties listed above, the Group owns a further 46 Travelodges in the Budget hotels portfolio 
(four located in Scotland, one in Wales and the remainder in the Rest of England) and a further 11 pubs in the Leisure 
portfolio (one located in London, one in Scotland and the remainder in the Rest of England), each of which is valued at 
less than £2 million.
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Glossary

Adjusted EPRA EPS EPRA EPS adjusted to exclude non-cash and non-recurring costs, calculated on the 
basis of the time-weighted number of shares in issue

AGM Annual General Meeting

AIFMD Alternative Investment Fund Managers Directive

Dividend Cover Adjusted EPRA EPS divided by dividends per share

EPRA European Public Real Estate Association

EPRA EPS A measure of EPS designed by EPRA to present underlying earnings from core 
operating activities

EPRA Guidance The EPRA Best Practices Recommendations Guidelines November 2016

EPRA NAV A measure of NAV designed by EPRA to present the fair value of a company on a 
long term basis, by excluding items such as interest rate derivatives that are held for 
long term benefit, net of deferred tax

EPS Earnings per share, calculated as the profit for the period after tax attributable to 
members of the Company divided by the weighted average number of shares in issue 
in the period

IFRS International Financial Reporting Standards adopted for use in the European Union

Investment Adviser Prestbury Investment Partners Limited

Investment Advisory 
Agreement

The agreement between the Company (and its subsidiaries) and the Investment 
Adviser, key terms of which are set out on pages 204 to 221 of the Secondary Placing 
Disclosure Document 

Key Operating Asset An asset where the operations conducted from the property are integral to the 
tenant’s business

LTV Loan to value: the outstanding amount of a loan as a percentage of property value

Management Team Nick Leslau, Mike Brown, Tim Evans, Sandy Gumm and Ben Walford, who are 
directors of the Investment Adviser

NAV Net asset value

Net Initial Yield Annualised net rents on investment properties as a percentage of the investment 
property valuation, less purchaser’s costs

Net Loan To Value
or Net LTV

LTV calculated on the gross loan amount less cash balances

REIT Real Estate Investment Trust

Rent Smoothing Adjustments The adjustment required to recognise rent received in the income statement ahead of 
cash received as a result of the requirement to spread rental income evenly over the 
lease term

Running Yield The anticipated Net Initial Yield at a future date, taking account of any rent reviews in 
the intervening period

Secondary Placing 
Disclosure Document

The Secondary Placing Disclosure Document dated 14 March 2016 which is available 
in the Investor Centre of the Company’s website under “Circulars to 
Shareholders/2016”

Total Accounting Return The movement in EPRA NAV over a period plus dividends paid in the period, 
expressed as a percentage of the EPRA NAV at the start of the period

Total Shareholder Return The movement in share price over a period plus dividends paid in the period, 
expressed as a percentage of the share price at the start of the period

Weighted Average 
Unexpired Lease Term

The term to the first break or expiry of the leases in the portfolio, weighted by 
rental value
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Company Information

Registered o�ce Cavendish House, 18 Cavendish Square, London W1G 0PJ

Directors Martin Moore, Non-Executive Chairman
Mike Brown
Leslie Ferrar, Chairman of the Audit Committee
Sandy Gumm
Jonathan Lane, Chairman of the Nominations Committee
Nick Leslau
Ian Marcus, Senior Independent Director and Chairman of the Remuneration Committee

Company Secretary Sandy Gumm

Investment Adviser Prestbury Investment Partners Limited
Cavendish House, 18 Cavendish Square, London W1G 0PJ

Nominated Adviser and 
Broker

Stifel Nicolaus Europe Limited
150 Cheapside, London EC2V 6ET

Auditors BDO LLP
55 Baker Street, London W1U 7EU

Property valuers CBRE Limited
Henrietta House, Henrietta Place, London W1G 0NB

Christie & Co
Whitefriars House, 6 Carmelite Street, London EC4Y 0BS

Derivative valuers Chatham Financial Europe Limited
12 St James’s Square, London SW1Y 4LB

Financial PR advisers FTI Consulting LLP
200 Aldersgate, Aldersgate Street, London EC1A 4HD

Depositary Gallium P E Depositary Limited
Gallium House, Unit 2 Station Court, Borough Green, Sevenoaks, Kent TN15 8AD

Registrar Link Asset Services
The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU

Registrar’s helpline: 0371 664 0300
Calls are charged at the standard geographic rate and will vary by provider. Calls outside 
the United Kingdom will be charged at the applicable international rate. The lines are 
open between 09:00 – 17:30, Monday to Friday excluding public holidays in England 
and Wales 

Registrar’s email: ShareholderEnquiries@LinkGroup.co.uk

Website www.SecureIncomeREIT.co.uk

Email Enquiries@SecureIncomeREIT.co.uk
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Explanatory Notes Accompanying the AGM Notice

The Company’s AGM notice appears on the following pages.

As we noted last year, with a view to reducing the impact of the Company on the environment, and bearing in mind that 
the majority of our shareholders already vote electronically, the Company has opted for paperless proxy voting as the 
default option. Therefore, you will not receive a hard copy form of proxy for the 2020 Annual General Meeting in the 
post automatically, although should you not wish to register the appointment of a proxy online you may still request and 
submit a paper proxy form. Details of how to appoint a proxy are outlined below following the explanatory notes to the 
resolutions.

In a further e�ort to reduce the amount of paper that we send into circulation and to reduce costs for the Company, we 
are writing to shareholders with a proposal that, commencing with the 2020 annual report, the default option for receipt 
of the annual report will be electronic distribution. Shareholders will be notified either by post or by email when the 
report becomes available. Any shareholder who wishes to receive a hard copy report will still be able to do so, at no 
cost. Details will be included in a letter to shareholders when the 2019 annual report is distributed.

Explanatory notes to the AGM resolutions
Resolutions 1 to 11 are ordinary resolutions. Resolutions 12 and 13 are special resolutions. Ordinary resolutions require a 
simple majority of votes cast to be in favour in order to be passed. For a special resolution to be passed, three quarters 
or more of the votes cast must be in favour. In either case, a vote marked ‘withheld’ will not count either as a vote for or 
as a vote against the resolution.

The Directors intend to vote in favour of all of the resolutions.

Resolution 1: approval of the report and accounts
This is an ordinary resolution proposing that the Company’s 2019 report and audited financial statements are approved. 
The report and financial statements have been approved by the Board, and the independent auditor has issued an 
unqualified audit opinion on them.

Resolutions 2 to 8: reappointment of the Directors
While the Company’s articles of association require Directors to retire and o�er themselves for re-election every three 
years, the Board has decided that all Directors will stand for re-election annually, in line with the provisions of the 
UK Corporate Governance Code 2018 which has been adopted by the Company for the first time this year. Each 
appointment is dealt with in a separate resolution and brief details of the reasons for proposing each director’s 
reappointment are set out below, together with a reference to further information about each person.

All of these resolutions numbered 2 to 8 are ordinary resolutions.

Resolution 2: reappointment of Martin Moore
Martin Moore is the Chairman of the Company and a member of the Remuneration Committee, and is independent of 
the Management Team. He is a Chartered Surveyor with a great depth of experience from his 40 years in the property 
sector including direct experience of investing in long lease real estate during his time at M&G Real Estate. His 
biography is on page 32.

Resolution 3: reappointment of Mike Brown
Mike Brown is a qualified surveyor with extensive experience within real estate funds and public companies from over 
36 years’ experience in real estate investing. He is Chief Executive of, and a shareholder in, the Investment Adviser and is 
therefore not an Independent Director. He is also a member of the Company’s Nominations Committee. His biography is 
on page 32.

Resolution 4: reappointment of Leslie Ferrar 
Leslie Ferrar is an Independent Director, Chairman of the Audit Committee and a member of the Remuneration 
Committee. She is a qualified accountant of over 35 years’ standing and brings a wealth of financial reporting, tax and 
governance experience to the Board. Her biography is on page 32.
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Resolution 5: reappointment of Sandy Gumm
Sandy Gumm qualified as an accountant in 1992 and has worked in real estate finance for over 24 years. She is Chief 
Operating O�cer of, and a shareholder in, the Investment Adviser and is therefore not an Independent Director. She 
also serves as the Company Secretary. Her biography is on page 32.

Resolution 6: reappointment of Jonathan Lane
Jonathan Lane is an Independent Director, Chairman of the Nominations Committee and a member of the Audit 
Committee. He has extensive experience in real estate capital markets, mergers and acquisitions, and financing 
transactions through his 40 year career as an investment banker, the majority of which has been in specialist real estate 
investment banking. His biography is on page 33.

Resolution 7: reappointment of Nick Leslau
Nick Leslau is a chartered surveyor with a very long and successful track record in UK real estate investment. He has 
been chief executive or chairman of a number of public and private real estate investment companies over the past 32 
years. As Chairman and the majority shareholder of the Investment Adviser, he is not an Independent Director. He is also 
a member of the Company’s Nominations Committee. His biography is on page 33.

Resolution 8: reappointment of Ian Marcus
Ian Marcus is the Company’s Senior Independent Director, Chairman of the Remuneration Committee and a member of 
the Audit Committee. Following a career of more than 30 years as an investment banker specialising in real estate 
markets, Ian also has a great deal of relevant experience through directorships and advisory positions in various real 
estate investment and financing businesses. His biography is on page 33.

Resolutions 9 and 10: reappointment of the auditor and Directors’ authority to agree their remuneration
These ordinary resolutions propose, separately, that BDO LLP be reappointed as auditor of the Company and that the 
Directors be authorised to fix their remuneration.

The Company’s Audit Committee is responsible for the assessment of the auditor’s performance and for reviewing 
their fee arrangements and their independence. The Audit Committee’s report on the auditor, including confirmation 
that the Committee has assessed the auditor’s performance, e�ectiveness and objectivity, is included on page 51.

Fees payable to the auditor in respect of the years ended 31 December 2019 and 2018 are disclosed in note 8 to the 
financial statements.

Resolution 11: granting the directors authority to allot shares in the Company
This resolution would, if passed, give the Directors a general authority to allot new shares up to a nominal value of 
£10,801,171, which is equal to approximately one-third of the issued share capital of the Company as at 6 April 2020, 
being the latest practicable date prior to the publication of this document.

The resolution will give the Directors additional authority to allot relevant securities in connection with a rights issue up 
to a further one-third of the issued share capital of the Company as at 6 April 2020, being the latest practicable date 
prior to the publication of this document, being an aggregate nominal amount of £10,801,171.

In total, the resolution will therefore allow the Directors to allot a maximum aggregate of two-thirds of the issued share 
capital of the Company.

This is an ordinary resolution and the authority will, if approved, remain in force until the conclusion of the Company’s 
next AGM or, if earlier, 20 August 2021.
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Resolution 12: authority to make market purchases of the Company’s own shares
This special resolution proposes that the Company has the authority until the conclusion of the next AGM to buy its own 
shares on the market subject to the limitations set out in the resolution. The Company seeks this flexibility in the event 
that the Board concludes that shares can be purchased on the market on terms that are beneficial for the shareholders 
of the Company as a whole.

It is proposed that the authority is limited to 48,572,868 shares which amounts to 14.99% of the Company’s issued share 
capital as at 6 April 2020. Any shares purchased in this way cannot be purchased for less than their nominal value of  
10 pence per share, nor for more than the higher of:

(a) 5% above the average mid market quoted share price of the shares on the London Stock Exchange for the five days 
before any purchase; and 

(b) the higher of the price of the last independent trade of shares on the market and the current bid price from an 
independent bidder for a share.

This authority would expire at the conclusion of the Company’s next AGM.

Resolution 13: authority to issue shares without pre-emption in favour of existing shareholders
Other than as approved by shareholders in a general meeting, shares may only be issued for cash after first o�ering 
them to shareholders in proportion to their existing holdings – a process known as pre-emption.

The Board considers that in order to most e�ectively implement the Company’s investment strategy, it is in the interests 
of shareholders for the Company to have the authority to place shares for cash without pre-emption, subject to the 
limitations set out in the resolution. This limits the authority to 24.99% of the Company’s issued share capital as at  
6 April 2020, which would amount to 80,976,383 shares. Importantly, any shares issued under the authority proposed  
in this resolution may only be issued at or above the EPRA NAV per share of the Company. That is, shares issued under 
this authority will not be issued at a discount to EPRA NAV. This is considered appropriate as the Company’s investment 
strategy is one that will generally require an issue of shares to finance the acquisitions that are a fundamental part of the 
Company’s investment proposition.

This is a special resolution and if passed the authority would expire at the conclusion of the next AGM or, if earlier, on  
20 August 2021.

Details of proxy appointment procedures
Appointment of a proxy online
Members may appoint a proxy online at www.SignalShares.com (the “Link Website”) by following the on-screen 
instructions, in particular at the “Proxy Voting” link, by no later than the deadline set out in note 4 of the notes to the 
AGM notice on page 126. In order to appoint a proxy using the Link Website, members will need to log into their Signal 
Shares account or register if they have not previously done so. To register, members will need to identify themselves 
with their Investor Code which is detailed on their share certificate or available from our Registrar, Link Asset Services, 
on Tel: 0371 664 0300. Calls are charged at the standard geographic rate and will vary by provider. Calls outside the 
United Kingdom will be charged at the applicable international rate. Lines are open between 09:00 and 17:30, Monday 
to Friday excluding public holidays in England and Wales.

Shareholders are advised to read the terms and conditions relating to the use of this online facility before appointing a 
proxy. These terms and conditions may be viewed on the Link Website. Electronic communication facilities are available 
to all shareholders and those who use them will not be disadvantaged in any way.

Explanatory Notes Accompanying the AGM Notice 
continued
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Appointment of a proxy using a paper form of proxy
The Company has opted for paperless proxy voting as the default option. However, you may request a hard copy  
form of proxy directly from our Registrar, Link Asset Services, by telephoning 0371 664 0300 or by emailing 
ShareholderEnquiries@LinkGroup.co.uk. Calls are charged at the standard geographic rate and will vary by provider. 
Calls outside the United Kingdom will be charged at the applicable international rate. Lines are open between 09:00 
and 17:30, Monday to Friday excluding public holidays in England and Wales.

To be e�ective, the completed and signed form of proxy must be lodged at the o�ce of Link Asset Services,  
The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU (together with any power of attorney or other  
authority under which it is signed or a notarially certified copy of such power or authority) by no later than the  
date set out in note 4 to the AGM notice on page 126.

To appoint more than one proxy using a hard copy form of proxy you may photocopy the form of proxy. Please  
indicate the proxy holder’s name and the number of shares in relation to which they are authorised to act as your proxy  
(which, in aggregate, should not exceed the number of shares held by you). Please also indicate if the proxy instruction 
is one of multiple instructions being given. If possible, all forms should be returned together in the same envelope.

Appointment of a proxy through CREST
CREST members who wish to appoint and/or give instructions to a proxy or proxies through the CREST electronic 
proxy appointment service may do so for the AGM and any adjournment(s) thereof by using the procedures described 
in the CREST Manual and by logging on to the website www.Euroclear.com. CREST personal members or other CREST 
sponsored members, and those CREST members who have appointed a voting service provider(s), should refer to their 
CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST 
message (the CREST Proxy Instruction) must be properly authenticated in accordance with Euroclear UK & Ireland 
Limited’s (“Euroclear”) specifications and must contain the information required for such instructions, as described in 
the CREST Manual. The message, regardless of whether it constitutes the appointment of a proxy or is an amendment 
to the instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received 
by Link Asset Services (ID RA10) by no later than the deadline set out in note 4 of the notes to the AGM notice on  
page 126. For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied  
to the message by the CREST Applications Host) from which Link Asset Services is able to retrieve the message by 
enquiry to CREST in the manner prescribed by CREST. After this time, any change of instructions to proxies appointed 
through CREST should be communicated to the appointee through other means.

CREST members and, where applicable, their CREST sponsors or voting service providers should note that Euroclear 
does not make available special procedures in CREST for messages. Normal system timings and limitations will 
therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member 
concerned to take (or, if the CREST member is a CREST personal member or sponsored member or has appointed a 
voting service provider(s) to procure that his or her CREST sponsor or voting service provider(s) take(s)) such action  
as is necessary to ensure that a message is transmitted by means of the CREST system by any particular time. In this 
regard, CREST members and, where applicable, their CREST sponsors or voting service providers are referred, in 
particular, to those sections of the CREST Manual concerning practical limitations of the CREST system and timings.  
The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the 
Uncertificated Securities Regulations 2001.

COVID-19
The Company is closely monitoring developments in relation to coronavirus (COVID-19). The government of the United 
Kingdom has introduced a number of measures and recommendations to prevent the spread of coronavirus, including 
discouraging events with large numbers of people. This advice could change, including additional measures being 
introduced in the future.

The Company’s current intention is to go ahead with the AGM at the time, date and place set out in the notice. 
Government and NHS advice will continue to be monitored and shareholders will be notified in the event that we are 
required to change our plans. In order that shareholders can exercise their rights whether or not they are able to attend, 
and as it is important that shareholders cast their votes at the AGM, the Company strongly encourages all shareholders 
to appoint a proxy in accordance with the procedures set out above.
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Secure Income REIT Plc (the “Company”)
NOTICE is hereby given that the Annual General Meeting (“AGM”) of the shareholders of the Company will be held at 
Cavendish House, 18 Cavendish Square, London W1G 0PJ on 21 May 2020 at 9.30am to consider and, if thought fit, pass 
the following resolutions, which in the case of resolutions 1 to 11 will be proposed as ordinary resolutions and in the case 
of resolutions 12 and 13 will be proposed as special resolutions:

Ordinary resolutions:
1. To receive and approve the Strategic Report, the Directors’ Report and the Financial Statements of the Company for 

the year ended 31 December 2019 together with the report of the auditor thereon.
2. To re-elect Martin Moore as a Director of the Company.
3. To re-elect Mike Brown as a Director of the Company.
4. To re-elect Leslie Ferrar as a Director of the Company.
5. To re-elect Sandy Gumm as a Director of the Company.
6. To re-elect Jonathan Lane as a Director of the Company.
7. To re-elect Nick Leslau as a Director of the Company.
8. To re-elect Ian Marcus as a Director of the Company.
9. To reappoint BDO LLP as the auditor until the conclusion of the next AGM.
10. That the Directors be authorised to fix the remuneration of the auditor.
11. That, in place of all existing authorities, the Directors be generally and unconditionally authorised in accordance with 

section 551 of the Companies Act 2006 (the “Act”) to allot:

(a) shares in the Company or grant rights to subscribe for or to convert any security into shares in the Company up 
to an aggregate nominal amount of £10,801,171; and, in addition

(b) equity securities of the Company (within the meaning of section 560 of the Act) in connection with an o�er of 
such securities by way of a rights issue up to an aggregate nominal amount of £10,801,171,

 provided that this authority shall expire on 20 August 2021 or, if earlier, at the conclusion of the next annual general 
meeting of the Company but, in each case, so that the Company may, before expiry of the authority, make an o�er 
or agreement which would or might require shares to be allotted or rights to subscribe for or convert securities into 
shares to be granted after its expiry and the Directors may allot shares or grant rights to subscribe for or convert 
securities into shares pursuant to such an o�er or agreement as if this authority had not expired.

For the purposes of this resolution 11, “rights issue” means an o�er to:

(i) ordinary shareholders on the register on a record date fixed by the Directors in proportion (as nearly as may be 
practicable) to the respective number of shares held by them; and

(ii) holders of other equity securities if this is required by the rights of those securities or, if the Directors consider it 
necessary, as permitted by the rights of those securities,

 to subscribe for further securities by means of the issue of a renounceable letter (or other negotiable document) 
which may be traded for a period before payment for the securities is due, but subject in both cases to such 
exclusions or other arrangements as the Directors may deem necessary or expedient in relation to treasury shares, 
fractional entitlements, record dates or legal, regulatory or practical problems in, or under the laws of, any territory, 
the requirements of any recognised regulatory body or stock exchange or any other matter.

Notice of Annual General Meeting
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Special resolutions:
12. That the Company be generally and unconditionally authorised to make market purchases (within the meaning of 

section 693(4) of the Act) of ordinary shares of 10 pence each in the capital of the Company (“Ordinary Shares”) on 
such terms as the Directors think fit, and where such shares are held as treasury shares, the Company may use them 
for the purposes set out in Section 727 of the Act, provided that:

(a) the maximum number of Ordinary Shares hereby authorised to be purchased is 48,572,868 shares;
(b) the minimum price, exclusive of any expenses, which may be paid for an Ordinary Share is 10 pence;
(c) the maximum price, exclusive of any expenses, which may be paid for each Ordinary Share is an amount equal to 

the higher of: (a) 105% of the average of the middle market quotations for an Ordinary Share, as derived from the 
London Stock Exchange Daily O�cial List, for the five business days immediately preceding the day on which the 
Ordinary Share is purchased; and (b) an amount equal to the higher of the price of the last independent trade of 
an Ordinary Share and the highest current independent bid for an Ordinary Share on the London Stock 
Exchange; and

(d) the authority hereby conferred shall, unless previously revoked or varied, expire at the conclusion of the next 
annual general meeting of the Company (except in relation to the purchase of Ordinary Shares the contract for 
which was concluded before the expiry of this authority and which will or may be executed wholly or partly after 
such expiry).

13. That, subject to the passing of resolution 11 and in place of all existing authorities, the Directors be and are hereby 
empowered pursuant to section 570 of the Act to allot equity securities (within the meaning of section 560 of the 
Act) for cash, pursuant to the authority granted to them by resolution 11, and/or to sell equity securities held by the 
Company as treasury shares, in each case as if section 561 of the Act (existing shareholders’ rights of pre-emption) 
did not apply, such power to be limited to the allotment of equity securities or sale of treasury shares up to an 
aggregate nominal amount of £8,097,638 and provided that the issue price in respect of any Ordinary Shares issued 
pursuant to this authority shall not be less than the consolidated EPRA NAV per Ordinary Share. This authority shall 
expire at the conclusion of the next AGM of the Company or, if earlier, at the close of business on 20 August 2021 
but, in each case, before such expiry the Company may make o�ers and enter into agreements which would or 
might require equity securities to be allotted (and equity securities held in treasury to be sold) after the authority 
expires and the Directors may allot equity securities (and sell equity securities held in treasury) pursuant to any such 
o�er or agreement as if this authority had not expired.

Disclosure exemptions available in FRS102 
In preparing the Company’s financial statements, advantage has been taken of the disclosure exemptions available in 
FRS 102. The Company intends to continue to use these disclosure exemptions in drawing up the financial statements 
for the year ending 31 December 2020 unless objections are received from shareholders holding more than 5% of the 
shares in total.

By order of the Board

Sandy Gumm
Company Secretary
Dated: 8 April 2020
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Eligibility to vote
1. To be entitled to attend and vote at the AGM (and for the purpose of the determination by the Company of the 

number of votes they may cast), shareholders must be registered in the register of members of the Company at 
close of trading on 19 May 2020. Changes to the register of members after that date shall be disregarded in 
determining the rights of any person to attend and vote at the AGM.

Appointing a proxy
2. Every shareholder has the right to appoint some other person(s) of their choice, who need not be a shareholder,  

as proxy to exercise all or any of their rights to attend, speak and vote on their behalf at the AGM. A shareholder may 
appoint more than one proxy in relation to the AGM provided that each proxy is appointed to exercise the rights 
attached to a di�erent ordinary share or ordinary shares held by that shareholder.

3. In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the 
appointment submitted by the most senior holder will be accepted. Seniority is determined by the order in  
which the names of the joint holders appear in the Company’s register of members in respect of the joint holding  
(the first named being the most senior).

4. In order to be valid, a proxy appointment must be returned by one of the following methods:
• by completing it online using Link Asset Services’ Signal Share portal service at www.SignalShares.com by 

following the instructions on screen and noting that you will need to select the Company and identify yourself 
with your personal Investor Code; if you have not previously registered for an account, you will need your 
Investor Code which is shown on your share certificate or, alternatively, available from the Registrar, Link Asset 
Services, whose contact details appear on page 119.

• in hard copy form by post to Link Asset Services, PXS 1, 34 Beckenham Road, Beckenham, Kent BR3 4TU;  
you may also deliver a hard copy form of proxy to that address by courier or by hand during usual business 
hours; to request a hard copy form of proxy, please contact the Registrar, Link Asset Services, directly by 
phoning 0371 664 0300 (calls are charged at the standard geographic rate and will vary by provider; calls from 
outside the United Kingdom will be charged at the applicable international rate; and lines are open between 
09:00 and 17:30, Monday to Friday excluding public holidays in England and Wales); and

• in the case of CREST members, by utilising the CREST electronic proxy appointment service in accordance with 
the procedures set out on page 123.

 In each case, in order for a proxy appointment to be valid it must be completed and be received by the Registrar, 
Link Asset Services, by 9:30 a.m. on 19 May 2020.

5. If you return more than one proxy appointment, either by paper or electronic communication, the appointment 
received last by the Registrar before the latest time for the receipt of proxies will take precedence.

6. A vote “withheld” is not a vote in law and will not be counted in the calculation of the proportion of votes “for” 
and “against” a resolution. If no voting indication is given, your proxy will vote or abstain from voting at their 
discretion. Your proxy will vote or abstain from voting as they think fit in relation to any other matter this is put 
before the AGM.

Attending in person after voting by proxy
7. The completion and return of a paper proxy form, electronic filing or any CREST proxy instruction will not prevent 

you from attending in person and voting at the AGM should you decide to do so. If you attend the AGM in person, 
your proxy appointment will be terminated automatically.

Corporate shareholders
8. Any corporation which is a shareholder can appoint one or more corporate representatives who may exercise on its 

behalf all of its powers as a shareholder provided that they do not do so in relation to the same shares.

Total voting rights
9. As at 6 April 2020 (being the latest practicable day prior to the publication of this Notice), the Company’s ordinary 

issued share capital consists of 324,035,146 ordinary shares carrying one vote each. The total voting rights in the 
company at 6 April 2020 are 324,035,146.

Questions at the meeting
10. During the meeting there will be an opportunity for shareholders, proxies or corporate representatives to ask 

questions relevant to the business of the meeting.

Notes to the Notice of Annual General Meeting
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Registered o�ce
Cavendish House
18 Cavendish Square
London W1G 0PJ 
 
Website 
www.SecureIncomeREIT.co.uk
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