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FINANCIALHIGHLIGHTS

2  EPRA Cost Ratio is administrative and operating costs (including and excluding costs of direct vacancy) divided by gross rental income. The 
calculation can be found on page 87.

• NetAssetValueof£67.29million,andof83.58pencepershare(‘pps’)as
at30June2020(30June2019:£76.32millionand94.81pps),impacted
bythevaluationchangesinthepropertyportfolio.

• Operatingprofitof£5.80million(beforefairvaluechanges)fortheyear
(yearended30June2019:£5.58million).

• Lossbeforetaxof£5.05million,losspershareof6.27ppsfortheyear
(yearended30June2019:profitbeforetaxof£4.23million,earningsper
shareof5.26pps).Themaindriverbehindthiswasthechangesinthe
propertyvaluations.

•EPRAEarningspershare1fortheyearwere5.42pps(yearended30June
2019:5.47pps).

•AdjustedEPS1fortheyearwere4.25pps(yearendedJune2019:4.86pps).

•Total dividends of 5.0 pps declared in respect of the year (year ended
30June2019:5.5pps),underliningtheCompany’sstrongrentcollection
andcashflows.TheBoardhasreaffirmeditstargetannualdividendof
5.5 pence per share, with full dividend cover expected, all else being
equal,bySeptember2022.

• ThepriceoftheCompany’sOrdinarySharesontheMainMarketofthe
LondonStockExchangewas53.50ppsasat30June2020(30June2019:
78.75pps).

• Asat30June2020,theGrouphada£41.0millionloanfacilitywithCanada
LifeInvestmentsandwasgearedto37.0%oftheGrossAssetValue(‘GAV’)
(30June2019:£41.0million,gearingof34.4%).

•EPRACostRatioof21.1%asat30June2020(30June2019:19.2%)2.

Strategic report 
Highlights

1 see Note 8 of the Consolidated Financial Statements, glossary on pages 89 to91 for definitions and abbreviations and page 10 for Key Performance 
Indicators and their definitions.
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OPERATIONALREVIEW

Followinglastyear’sStrategicReview,theCompanyhas
undergoneatransformation:

• TheBoardhasconcentratedonreducingtheGroup’s
overhead inorder toachievea levelofnet income
thatwillcoveritsdividendwithcashearnings,inline
withtheoriginaltargetatthetimeoftheIPO.

• The Company made the necessary changes to its
support team without major dislocation or
interruption,whilstalsoachievingareductioninits
total overheads of almost 50% on an annualised
basis during the final quarter of the year ended
30June2020,afterexcludingtheimpairmentsand
provisionsrequiredattheyearendandtheone-off
costs arising out of the transfer to new service
providers.

• Theprincipalchange,followinganextensivesearch
involvingavarietyofpotentialmanagers,hasbeen
theappointmentofM7RealEstateLimited(‘M7’)as
the Company’s Investment Adviser from 14 May
2020. So far, the service has been delivered
seamlesslyandatsignificantlylowercost.

• M7 is providing the Group with access to
significantexpertiseandresourceaswellasa
substantial and attractive pipeline of potential
investmentopportunities.

• TheBoardisconvincedthattheappointmentwill
improveperformanceandenhancetheappealof
theCompany,akeyobjectivebeingtoachievea
narrowingoftheCompany’ssharepricediscount
toNAVand, in time, togrowtheCompanyand
attractnewinvestment.

WhilstthefullimpactoftheCOVID-19pandemiconthe
economy and property sector is still to be fully
understood,theBoardconsiderstheCompanytobewell
positioned to survive this period of uncertainty. The
portfolio is currently fully let (2019: fully let) and the
Grouphasheadroomrelativetoitsloancovenants.Asat
30 September 2020, the asset valuations and rental
income of the 16 properties secured to Canada Life
wouldhaveneededtofallby32%and33%respectively
beforebreaching theLoan toValueand IncomeCover
covenantsrespectively.

3 EPRANetInitialYieldistheannualisedrentalincomebasedonthecashrentspassingatthebalancesheetdate,lessnon-recoverableproperty
operatingexpenses,dividedbythemarketvalueoftheproperty,increasedwithpurchasers’costsestimatedbytheGroup’sExternalValuers.Afull
reconciliationcanbefoundonpage87.

Takingaccountofconcessionsgrantedtocertaintenants
to settle their rent monthly, the Group’s rents are
currently split 83% quarterly and 17% monthly. As at
today,allof thequarterlyrentsdueon theSeptember
2020quarterdayhavebeencollected,alongwithallof
themonthlyrentsdue,andtheremainderofthemonthly
rentsareduebytheendofthisyear.TheGroupreported
onitsJuneandMarch2020rentcollectionson13July
and 24 April 2020, respectively. Since these dates,
agreementshavebeenreachedwithallof theGroup’s
tenantswhoserentswereinarrears.Overall,92%and
86%ofrents,inrespectoftheJuneandMarchquarter
dates respectively, have now been collected with
agreements in place for the remaining arrears to be
receivedbySeptember2021.

• As at 30 June 2020, the Group’s property portfolio

(includingtheWet‘n’WildWaterParkheldforsale)

hadafairvalueof£104.76millionacross19properties
(30 June 2019: £112.99 million, 19 properties).
£6.15m(74%)ofthismovementhasbeenwithinthe
leisure,gymandhotelsectors,andafurther£1.3m
(16%)attheautomotivedealerships.Thesesectors,
both occupational and investment markets, have
been amongst the most affected by the COVID-19
relatedlockdown.

• Weightedaverageunexpiredleaseterm(‘WAULT’)of
19.5yearstotheearlierofbreakandexpiry(30June
2019:20.5years)and21.6years toexpiry (30June
2019:22.6years).

• Rent recognisedduring the yearwas£7.35million
(30June2019:£6.91million),ofwhich,c.£1.28million
wasaccrueddebtorsforthecombinationofminimum
uplifts and Meridian Steel’s rent-free period (2019:
£0.64million).Thenumberoftenantsasat30June
2020was21(30June2019:21).

• The portfolio had gross passing rental income of
£6.79 million as at 30 June 2020 (30 June 2019:
£6.06million),therewasanadditional£0.64million
subjecttotheMeridianSteel’srent-freeperiod).

• EPRANetInitialYield(‘NIY’)of5.72%asat30June
2020(30June2019:4.98%)3.

titLe Cont. = Continued 
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POSTBALANCESHEET
EVENTS

The Group disposed of the Wet ‘n’ Wild Water Park,
North Shields, for a total consideration of £3,204,500
(includingarentpremiumof£204,500)toSercoLeisure
Operating Limited, the tenant and a wholly owned
subsidiaryofSercoGroupplc.Thedisposalrepresented
a9.7%upliftonpurchasepriceanda12.4%premiumon
bookvalue.

PROPOSEDAMENDMENTS
TOTHECOMPANY’S
INVESTMENTPOLICY

FortheCompanytoimproveitslong-termprospectsand
the value it delivers to shareholders and to achieve a
narrowingofthediscounttoNAVthroughanincreasein
theshareprice,itneedstoadapttoarapidlychanging
commercialpropertymarket.TheBoardbelievethatto
doso, it iscriticalthatsomechangesaremadetothe
InvestmentPolicy,asoutlinedintheannouncementon5
October2020.

Furtherexplanationofthechangeshasbeenincludedin
theChairman’sStatementonpages4to7.
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OVERVIEW

4 duringtheinterimperiodbetween9April2020and14May2020,MasonOwenandPartnersLimitedactedastheCompany’sInvestmentAdviser.

IampleasedtopresenttheannualauditedresultsofAlternativeIncome
REITplc(the‘Company’)togetherwithitssubsidiaries(the‘Group’)forthe
financialyearended30June2020.

Followinglastyear’sStrategicReview,theCompanyhas
undergone a period of transformation. The Board has
concentrated on reducing the Group’s expenditure in
ordertoachievealevelofnetincomethatwillcoverits
dividend with cash earnings, in line with the original
targetatthetimeoftheIPO.Iampleasedtoreportthat
theCompanymadethenecessarychangestoitsservice
providers without major dislocation or interruption,
achieving a reduction in its total overheads of almost
50%onanannualisedbasisduringthefinalquarterof
the year ended 30 June 2020, after excluding the
impairmentsandprovisionsrequiredattheyearendand
the one-off costs arising out of the transfer to new
service providers. The principal changes, being the
replacementofAEW(UK)InvestmentManagementLLP
(‘AEW’) (the original investment manager of the
Company)byM7asInvestmentAdviserandthetransfer
of the accounting from Link Alternative Fund
AdministrationLimitedtoM7has,sofar,beendelivered
seamlessly and at significantly lower cost, with no fee
payabletoM7upto30September2020.From1October
2020, M7 will charge an annual fee of 0.5% of the
Company’snetassetvalue,paidquarterlyinarrears,but
subjecttoaminimumfeeof£90,000perquarter.

During its tenure AEW failed to attract and secure
sufficient capital to create the economies of scale
necessarytodeliverahighincome,longleasestrategy
and the potential for a progressive dividend. AEW’s
tenure ceased on 9 April 2020 and subsequently, the
Board, after an extensive search, is pleased to have
appointed M7 as the Company’s Investment Adviser
from14May20204.

M7hasanenviablerecordofdeliveringmarketbeating
investmentreturnsforclients.M7isprovidingtheGroup
withaccesstosignificantexpertiseandresourceaswell
as a substantial and attractive pipeline of potential
investmentopportunities.TheBoardremainsconvinced
that the appointment of M7 will improve performance
andenhancetheappealoftheCompanyoverboththe
shortandlongterm,akeyobjectivebeingtoachievea
narrowingofthediscounttoNAVoftheCompany’sshare
priceand,intime,togrowtheCompanyandattractnew
investments.

The Board believes that its actions have been both
disciplinedandtimely,eventhoughitsplanshavebeen
delayed, initially by the Brexit debate and the ensuing
election, and, latterly by the COVID-19 pandemic. The
Board continues to believe that the Company is well
placedtonavigatetheeffectsoftheCOVID-19pandemic
and the market dislocation that may follow, and that,
withtheproposedamendmentstotheInvestmentPolicy
outlinedonpage6,theCompanywilldelivervalueforits
shareholdersinboththeshortandlongerterm.

COViD-19
Whilst the COVID-19 pandemic will continue to create
globaluncertainty,theBoardbelievesthattheGroupis
well positioned, with a resilient balance sheet and a
diversifiedportfoliooflonglet,index-linkedassetswhich
should perform well in the event of a wider economic
recession.

OvertherecentperiodtheCompany’sprimaryfocushas
beenthehealth,safetyandwellbeingofitsstakeholders,
coupledwithproportionatesupport for its tenantsand
serviceproviders,toensurethatasfaraspossiblethe
financial position of both landlord and tenant remains
healthy and sustainable, whilst protecting its
responsibilitytoitsshareholders.

Takingaccountofconcessionsgrantedtocertaintenants
to settle their rent monthly, the Group’s rents are
currently split 83% quarterly and 17% monthly. As at
today,allof thequarterlyrentsdueon theSeptember
2020quarterdayhavebeencollected,alongwithallof
themonthlyrentsdue,andtheremainderofthemonthly
rentsareduebytheendofthisyear.TheGroupreported
onitsJuneandMarch2020rentcollectionson13July
and 24 April 2020, respectively. Since these dates,
agreementshavebeenreachedwithallof theGroup’s
tenantswhoserentswereinarrears.Overall,92%and
86%ofrents,inrespectoftheJuneandMarchquarter
dates respectively, have now been collected with
agreements in place for the remaining arrears to be
receivedbySeptember2021.

CHAIRMAN’SSTATEMENT
TITLECONT.=
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TITLECONT.=Continued

Whilstthefullimpactofthepandemicontheeconomy
and property sector is yet to be fully understood, the
Board considers the Company to be relatively well
positioned to emerge successfully from this period of
uncertainty.TheportfolioisfullyletandtheGrouphas
headroomunderitsloancovenants.Asat30September
2020, the asset valuations and rental income of the
16properties5securedtoCanadaLifewouldhaveneeded
tofallby32%and33%respectivelybeforebreachingthe
LoantoValueandIncomeCovercovenantsrespectively.

The portfolio has suffered relatively modest valuation
declinesoverthepasttwoquarterswhencomparedto
moretraditionalUKpropertyportfolios.Thisisinparta
reflection of our tenants’ business activities when
comparedtoamainstreamREITportfolio,whichmight
typicallyholdretailassets.Themajorityof theGroup’s
portfoliohasdemonstrated itsdefensivequalitiesover
the recent period underpinned by assets that are less
vulnerabletotheshiftinsentimentaffectingmainstream
occupationalmarkets.

TheBoardisconfidentthatthecombinationofabetter
controlled overhead and its growing and sustainable
rental income should deliver a fully cash covered
dividendand,withadditional investment,aprogressive
dividend.

PORtFOliOPERFORMANCE
The near full deployment of the Group’s funds for the
wholeyearresultedinheadlinerentofcirca£7.35million
during the year (2019: £6.91 million), of which,
£1.28millionwasaccrueddebtorsforthecombinationof
minimumcontractedupliftsandMeridianSteel’srent-
freeperiod(2019:£0.6million).

Asat30June2020,theGroup’spropertyportfoliohada
fairvalueof£104.76million(2019:£112.99million).The
portfoliohadanetinitialyieldof5.77%(2019:4.99%),a
WAULT to the first break of 19.5 years (21.6 years to
expiry) and 88.6% of the income is inflation linked to
RetailPriceIndex(‘RPI’)orConsumerPriceIndex(‘CPI’).
TheBoardhasreaffirmeditstargetannualdividendof
5.5pencepershare,withafullycashcovereddividend
coverexpected,allelsebeingequal,bySeptember2022.

AttheendofJuly2020,theCompanydisposedoftheWet
‘n’ Wild Water Park, North Shields, for a total
considerationof£3,204,500(includingarentpremiumof
£204,500)toSercoLeisureOperatingLimited,thetenant
andawhollyownedsubsidiaryofSercoGroupplc.The
disposalrepresenteda9.7%upliftonpurchasepriceand
a12.4%premiumonbookvalueasat30June2020.

5 followingthesaleoftheWet‘n’WildWaterPark.

FiNANCiAlREsUlts

 Year ended
 30 June 2020

Year ended
30 June 2019

Operatingprofit
beforefairvalue
changes[£’000]

5,803 5,581

Operating(loss)/
profit[£’000]

(3,608) 5,407

(Loss)/profitbefore
tax[£’000]

(5,050) 4,233

(Loss)/profitper
share-basicand
diluted[pence]

(6.27) 5.26

EPRAEPS-basic
anddiluted[pence]

5.42 5.47

AdjustedEPS[pence] 4.25 4.86

NetAssetValueper
share[pence]

83.58 94.81

EPRANetAsset
Valuepershare
[pence]

83.58 94.81

Under International Financial Reporting Standards
(‘IFRS’)asadoptedbytheEuropeanUnion,theGroup’s
operatingprofitbeforefairvaluechangesforthefinancial
yearwas£5.80million(June2019:£5.58million).

Basiclosspershareforthefinancialyearwas6.27pence
(30June2019:earnings5.26pence).AdjustedEPS,as
calculated in Note 8, for the financial year were
4.25pence(30June2019:4.86pence).

UnderEuropeanPublicRealEstateAssociation(‘EPRA’)
methodology,EPSforthefinancialyearwas5.42pence
(30June2019:5.47pence).AfulllistofEPRAperformance
figurescanbefoundonpage11.

The audited NAV per share as at 30 June 2020 was
83.58pence(30June2019:94.81pence).

TheGrouphasongoingchargesof2.22%(30June2019:
1.53%) for the financial year, being a measure of
annualisedfundleveloperatingcostsfortheyearasa
percentageofNAV.TheEPRAcostratioforthefinancial
yearwas21.1%(30June2019:19.2%).
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FiNANCiNg
As at 30 June 2020, the Group had fully utilised its
£41.0millionloanfacilitywithCanadaLifeInvestments
(30 June 2019: fully utilised). The weighted average
interestcostoftheGroup’sfacilityis3.19%andtheloan
is repayable on the 20 October 2025. If repayment is
madepriortothisdate,andthecorrespondingGiltrate
islowerthanthecontractedrateofinterestthentheloan
termsprovideforasignificantearlyredemptionfee6.

DiViDENDs
TheGroupdeclaredtwointerimdividendsof1.375pps,
one interimdividendof0.825ppsanda fourth interim
dividend of 1.425 pps in respect of the financial year,
totalling 5.00 pps (year ended 30 June 2019: four
dividendstotalling5.50pps).

Inlightofthecircumstancesaffectingglobaleconomies
andmarketsandtheGroup’srentalcollectionlevelsfor
the March 2020 quarter day the Board considered it
prudent to reduce the dividend for the quarter ended
31March2020,payingadividendthatequatedto60%of
the targeted interim dividend for that quarter. For the
quarter ended 30 June 2020, the Board declared a
dividendof1.425pps,asignificantincreaseonthe0.825
ppsforthepreviousquarter,underliningtheCompany’s
strong rent collection for that quarter and a marginal
increasecomparedwithpreviousquarterlydividends.

PROPOsEDAMENDMENtstOtHECOMPANY’s
iNVEstMENtPOliCY
Whilst recognising that it is difficult to predict where
markets will stabilise in current circumstances, the
Boardbelievesthat theGrouphasaresilientportfolio.
TheGrouphassustainedastrongdividenddistribution
anddeliveredasignificantreductiontoitscostbase.

However, none of this can disguise the fact that
performance when measured by total shareholder
return,theconsequenceofacombinationofinadequate
fundraising,assetpurchasecostsaveragingaround6%
acrosstheportfolioandalongperiodofpropertymarket
uncertainty, has resulted in unsatisfactory overall
performance.WhilsttheCompanyisnowclosetofully
invested, the Board recognises that aspects of
performancesince IPOhavebeenunsatisfactory,even
afterallowanceforthechangeof investmentmanager
and,morerecently,marketturbulenceinanticipationof
Brexit prior to the 2019 Election and latterly, the
pandemic.

FollowingM7’sreviewoftheexistingportfolio,theBoard
invitedM7toappraisetheCompany’sInvestmentPolicy
andtomakerecommendationstoupdatetheinvestment
strategy.

6 Asat30June2020,theredemptionfeewouldhavebeen£5,261,651.

TheBoardbelievesthatwiththeimplementationofthe
proposed amendments to the investment policy and
strategy announced on 5 October 2020 and outlined
below,theGrouphasthepotentialtooutperformfrom
whatisnowarelativelystrongbase.

The current Investment Policy was constructed with a
detailedsetofrestrictions,includingrestrictionsaround
specificsectorexposures.Manyofthesewererequired
to differentiate the Company’s investment policy from
that of other investment vehicles managed by the
Company’s former investment manager, AEW. The
Boardbelievesthatinlightofthis,theongoingchanges
to thepropertymarketsand theopportunities thatM7
hasidentified(setout inmoredetail intheInvestment
Adviser’s proposed Investment Principles on page 12
that the Company will be better placed to deliver
significantaddedvaluetoshareholderswithfewerand
simplerinvestmentrestrictions.

TheprincipalchangestotheInvestmentPolicyinclude
reduction in the minimum WAULT of the portfolio to
12 years, removal of the requirement for leases
representing85%ofgrosspassingrenttobelinkedto
inflation and removal of the restrictions relating to
permittedsectors,includingthedifferentiationbetween
traditionalandnon-traditionalsectors.

TheBoardbelievesthat,ingeneralterms,thestrategyof
investmentinnon-traditionalareas,whicharebecoming
increasingly mainstream, remains fit for purpose.
However, this needs some adjustment to reflect, in
particular,themovementawayfromhighstreetretailto
onlineshopping,abigshiftinsentimentinthebusiness
space market and changes in the credit environment.
Specifically, theBoardandthe InvestmentAdvisersee
excellentpotentialinthewarehouseandbusinessspace
markets.

Therefore,followingconsultationwithshareholders,the
Company will be tabling an Ordinary Resolution at its
AGMonThursday26November2020toseekpermission
fromshareholderstoamendtheCompany’sInvestment
Policy. The proposed amendments to the Company’s
InvestmentPolicyaresetoutinmoredetailonpages4
to8oftheNoticeofMeetingdated19October2020and
sent to shareholders with the Annual Report and
FinancialStatements.Anexplanationofboththecurrent
andtheproposedInvestmentPolicyissetoutonpage6.

The Board believes that the changes are in the best
interestsoftheCompanyandshareholdersasawhole
anditisunanimousinrecommendingthatshareholders
shouldvoteinfavourofallresolutions,astheDirectors
willinrespectoftheirownholdings.
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OUtlOOK
Despitecontinuingpoliticaluncertaintyandthepotential
for global economic dislocation, the fundamentals for
UK property remain strong, even though there will
inevitablybeagooddealofdisruptionintheshortterm.

The performance at shareholder level has been
unsatisfactorybuttheGrouphasasolidportfoliowhich
has suffered modest impairment in the past year and
shouldperformwellmovingforwards.

Theproposedamendmentstotheinvestmentpolicywill
enhance the Company’s capacity to pay a progressive
dividend without impacting the underlying security of
income and the Board is encouraged by the relatively
limitedvaluationreduction.Thisresiliencetogetherwith
therecentcostsavingsleavestheGroupwellpositioned
to pursue an enhanced strategy, supported by an
accomplishedInvestmentAdviser inmarketconditions
suited to a more active and responsive approach. The
Board believes that with additional investment it can
delivertoitsshareholdersbothstrongperformanceand
asecureandprogressivedividend.

Although the Board acknowledges that for certain
shareholders the changes may represent a departure
from the original strategy and a reduction of the
commitmenttoaverylongWAULT,wemustallrecognise
thattheworldisgoingthroughamajorupheavalwhich
ishavingahugeimpactonthephysicalenvironmentand
itwouldbewrongfortheBoardtoignorethechanges.
Investmentssubject to very long leasesof20yearsor
morehavebecomeveryexpensiveandtheBoardandthe
Investment Adviser are convinced that the proposed
target WAULT of 12 years is a more realistic objective
andwilldeliversuperiorshareholderreturns.

Iwouldliketothankmyfellowshareholders,Directors,
the Investment Advisers and our other advisers and
service providers who have provided professional
supportandservicestotheGroup.

Steve Smith 
Chairman

19October2020
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INTRODUCTION

AlternativeIncomeREITplcisarealestateinvestment
trustlistedonthepremiumsegmentoftheOfficialList
oftheFinancialConductAuthority(‘FCA’)andtradedon
theMainMarketoftheLondonStockExchange.Aspart
of its business model and strategy, the Group has
maintainedandintendstomaintainitsUKREITstatus.

PROPOsEDCHANgEstOiNVEstMENtPOliCY
Shareholders’ authority is being sought at the
forthcoming Annual General Meeting to amend the
Company’sInvestmentPolicy.Thisproposalisexplained
in the Notice of Meeting which is being sent to
Shareholders with this Annual Report. The current
investment objective and policy is set out below. The
Investment Adviser’s proposed Investment Principles
withrespecttotheCompanyaresetoutonpage12.

iNVEstMENtOBJECtiVE
The investmentobjectiveof theGroup istogeneratea
secure and predictable income return, sustainable in
realterms,whilstatleastmaintainingcapitalvalues,in
realterms,throughinvestmentinadiversifiedportfolio
ofUKproperties,inalternativeandspecialistsectors.

iNVEstMENtPOliCY7

Inordertoachievetheinvestmentobjective,theGroup
investsinfreeholdandlongleaseholdpropertiesacross
thewholespectrumoftheUKpropertysector,butwitha
focusonalternativeandspecialist realestatesectors.
Examplesofalternativeandspecialistrealestatesectors
include,butarenotlimitedto,leisure,hotels,healthcare,
education, logistics, automotive, supported living and
studentaccommodation.

Intheeventofabreachoftheinvestmentpolicyorthe
investment restrictions set out below, the Investment
ManagershallinformtheBoarduponbecomingaware
ofthesameand,iftheBoardconsidersthebreachtobe
material, notification will be made to a Regulatory
Information Service and the Investment Manager will
looktoresolvethebreach.

Any material change to the investment policy or
investmentrestrictionsoftheGroupmayonlybemade
withthepriorapprovalofshareholders.

7 AllreferencesaretoanInvestmentManagerasthepreviousinvestmentmanager,AEW,alsopreviouslyactedasAIFMatthetimeoftheapprovalof
theInvestmentPolicy.

investmentstrategy
The Group focuses on properties which can deliver a
secure income and preserve capital value, with an
attractive entry yield. The Group has an emphasis on
alternativeandspecialistpropertysectorstoaccessthe
attractivevalueandcapitalpreservationqualitieswhich
suchsectorscurrentlyoffer.

TheGroupwillsupplementthiscorestrategywithactive
assetmanagementinitiativesforcertainproperties.

Subject at all times to the Investment Manager’s
assessmentoftheirappealandspecificassetinvestment
opportunities, permitted sectors include, but are not
limitedtothefollowing:Healthcare;Leisure;Hotelsand
servicedapartments;Education;Automotive;Carparks;
Residential;Supportedliving;Studentaccommodation;
Logistics; Storage; Communications; Supermarkets;
and, subject to the limitations on traditional sector
exposuresbelow,Offices;Shoppingcentres;Retailand
retailwarehouses;andIndustrial.

The Group is not permitted to invest in land assets,
including development land which does not have a
developmentagreementattached,agricultureortimber.

The focuswillbe to invest inproperties toconstructa
portfoliowiththefollowingminimumtargets:

• a WAULT, at the time of investment, in excess of
18years;

• at least 85% of the gross passing rent will have
leaseswith rent reviews linked to inflation (RPIor
CPI)atthetimeofinvestment;

• investment in properties which typically have a
value, at the time of investment, of between
£2millionand£30million;

• at least 70% of the properties will be in non-
traditionalsectors;

• less than 30% of the properties will be in the
traditionalsectorsofRetail, IndustrialandOffices;
and

• over90%ofpropertieswillbefreeholdorverylong
leasehold(over100years).

BusinessModelandStrategy
TITLECONT.=
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OnceGAVis£250millionorgreater,futureinvestments
willbemadetotargetaportfoliowithatleast80%ofthe
propertiesinnon-traditionalsectorsandlessthan20%
ofthepropertiesintraditionalsectors.

Whilsteachacquisitionwillbemadeonacase-by-case
basis,itisexpectedthatpropertieswilltypicallyofferthe
followingcharacteristics:

• existingtenantswithstrongbusinessfundamentals
andprofitableoperationsinthoselocations;

• depthoftenant/operatordemand;

• alternativeusevalue;

• currentpassingrentclosetoorbelowrentalvalue;
and

• long-termdemanddrivers,includingdemographics,
useoftechnologyorbuilt-for-purposerealestate.

The Group may invest in commercial properties or
portfolios of commercial property assets which, in
addition,includeancillaryorsecondaryutilisations.

TheGroupdoesnotintendtospendanymorethan5%of
the NAV in any rolling twelve month period on (a) the
refurbishment of previously occupied space within the
existing Portfolio, or (b) the refurbishment of new
propertiesacquiredwithvacantunits.

TheGroupmayinvestincorporateandotherentitiesthat
hold property and the Group may also invest in
conjunctionwiththirdpartyinvestors.

investmentRestrictions

GAV of less than £250 million

Investment in a single property limited to 15% of GAV
(measuredatthetimeofinvestment).

Thevalueofassetsinanysub-sectorinonegeographical
region,atthetimeofinvestment,shallnotexceed15%of
GAV.

GAV of £250 million or greater

Investment in a single property limited to 10% of GAV
(measuredatthetimeofinvestment).

Investments will be made with a view to reducing the
maximumexposuretoanysubsectorinonegeographical
regionto10%ofGAV.

Thevalueofassetsinanyonesectorandsub-sector,at
thetimeofinvestment,shallnotexceed50%ofGAVand
25%ofGAVrespectively.

Exposuretoasingletenantcovenantwillbelimitedto
15%ofGAV.

TheGroupmaycommituptoamaximumof10%ofits
GAV(measuredatthecommencementoftheproject)in
developmentactivities.

Investment in unoccupied and non-income producing
assetswill,atthetimeofinvestment,notexceed5%of
EstimatedRentalValue(‘ERV’).

The Group will not invest in other closed-ended
investmentcompanies.

If the Group invests in derivatives for the purposes of
efficient portfolio and cash management, the total
notionalvalueofthederivativesatthetimeofinvestment
willnotexceed,inaggregate,20%ofGAV.

The Group will invest and manage its assets with the
objectiveofspreadingriskthroughtheaboveinvestment
restrictions.

When the measure of GAV is used to calculate the
restrictionsrelatingto(i)thevalueofasingleproperty
and (ii) the value of assets in any sub-sector in one
geographical region, it will reflect an assumption that
the Group has drawdown borrowings such that these
borrowingsareequalto30%ofGAV.

Borrowings
TheGrouphasutilisedborrowings toenhancereturns
overthemediumterm.Borrowingshavebeenutilisedon
a limited recoursebasis foreach investmentonallor
partofthetotalPortfolioandwillnotexceed40%ofGAV
(measuredatdrawdown)ofeachrelevantinvestmentor
oftheportfolio.

TITLECONT.=Continued
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KPI AND DEFINITION RELEVANCE TO STRATEGY PERFORMANCE

1. Net Initial Yield (‘NIY’) 5.77%

Annualisedrentalincomebasedon
thecashrentspassingatthebalance
sheetdate,lessnon-recoverable
propertyoperatingexpenses,divided
bythemarketvalueoftheproperty,
increasedwithpurchasers’costs
estimatedbytheGroup’sExternal
Valuers.

TheNIYisanindicatoroftheability
oftheCompanytomeetitstarget
dividendafteradjustingforthe
impactsofleverageanddeducting
operatingcosts.

At30June2020
(30June2019:4.99%)

2.  Weighted Average Unexpired Lease 
Term (‘WAULT’) to break and expiry 

19.5yearstobreakand21.6yearsto
expiry

Theaverageleasetermremainingto
expiryacrosstheportfolio,weightedby
contractedrent.

TheWAULTisakeymeasureofthe
qualityoftheportfolio.Longleases
underpinthesecurityofourfuture
income.

At30June2020
(30June2019:20.5yearstobreakand
22.6yearstoexpiry)

3. Net Asset Value (‘NAV’) £67.29million
(83.58pencepershare(‘pps’))

NAVisthevalueofanentity’sassets
minusthevalueofitsliabilities.

Providesstakeholderswiththemost
relevantinformationonthefairvalue
oftheassetsandliabilitiesofthe
Group.

At30June2020
(30June2019:£76.32million,94.81pps)

4. Dividend 5.00pps

Dividendsdeclaredinrelationtothe
periodareinlinewiththestated
dividendtargetassetoutinthe
ProspectusatIPO.TheCompany
targetsadividendof5.50penceper
OrdinaryShareperannumoncefully
investedandleveraged.

TheCompanyseekstodelivera
sustainableincomestreamfrom
itsportfolio,whichitdistributesas
dividends.

Fortheyearended30June2020
(30June2019:5.50pps)

5. Adjusted EPS 4.25pps

AdjustedEPSfromcoreoperational
activities,asadjustedfornon-cash
items.Akeymeasureofacompany’s
underlyingoperatingresultsfrom
itspropertyrentalbusinessandan
indicationoftheextenttowhich
currentdividendpaymentsare
supportedbyearnings.SeeNote
8totheConsolidatedFinancial
Statements.

ThisreflectstheCompany’sabilityto
generateearningsfromtheportfolio
whichunderpinsdividends.

Fortheyearended30June2020
(30June2019:4.86pps)

6. Leverage (Loan-to-GAV) 37.0%

TheproportionoftheGroup’sproperty
thatisfundedbyborrowings.

TheGrouputilisesborrowingsto
enhancereturnsoverthemedium
term.Borrowingswillnotexceed40%
ofGAV(measuredatdrawdown).

At30June2020
(30June2019:34.4%)

KeyPerformanceIndicators
TITLECONT.=
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DetailedbelowisasummarytableshowingtheEPRAperformancemeasuresintheCompany.

MEASURE AND DEFINITION PURPOSE PERFORMANCE

EPRA NIY 5.72%

Annualisedrentalincomebasedon
thecashrentspassingatthebalance
sheetdate,lessnon-recoverable
propertyoperatingexpenses,
dividedbythemarketvalueofthe
property,increasedwith(estimated)
purchasers’costs.

Acomparablemeasureforportfolio
valuations.Thismeasureshould
makeiteasierforinvestorstojudge
themselves,howthevaluationoftwo
portfolioscompare.

At30June2020
(30June2019:4.98%)

EPRA ‘Topped-up’ NIY 6.97%

Thismeasureincorporatesan
adjustmenttotheEPRANIYinrespect
oftheexpirationofrent-freeperiods
(orotherunexpiredleaseincentives
suchasdiscountedrentperiodsand
steprents).

Acomparablemeasureforportfolio
valuations.Thismeasureshould
makeiteasierforinvestorstojudge
themselves,howthevaluationoftwo
portfolioscompare.

At30June2020
(30June2019:6.29%)

EPRA NAV £67.29million/83.58pps

Netassetvalueadjustedtoinclude
propertiesandotherinvestment
interestsatfairvalueandtoexclude
certainitemsnotexpectedto
crystalliseinalong-terminvestment
propertybusiness.

MakesadjustmentstoIFRSNAVto
providestakeholderswiththemost
relevantinformationonthefairvalue
theassetsandliabilitieswithinareal
estateinvestmentcompanywitha
long-terminvestmentstrategy.

At30June2019
(30June2019:£76.32million/94.81pps)

EPRA Earnings/EPS £4.36million/5.42pps

Earningsfromoperationalactivities. Akeymeasureofacompany’s
underlyingoperatingresultsand
anindicationoftheextenttowhich
currentdividendpaymentsare
supportedbyearnings.

EPRAearningsfortheyearended
30June2020
(30June2019:£4.41million/5.47pps)

EPRA Vacancy 0.00%

EstimatedRentalValue(‘ERV’)of
vacantspacedividedbyERVofthe
wholeportfolio.

A‘pure’percentagemeasureof
investmentpropertyspacethatis
vacant,basedonERV.

EPRAVacancyasat30June2020
(30June2019:0.00%)

EPRA Cost Ratio 21.1%

Administrativeandoperatingcosts
(includingandexcludingcostsof
directvacancy)dividedbygrossrental
income.

Akeymeasuretoenablemeaningful
measurementofthechangesina
company’soperatingcosts.

EPRACostRatiofortheyearended
30June2020.Theratioisthesame
bothincludingandexcludingthe
vacancycost.
(30June2019:19.2%)

EPRANNNAVisequaltoEPRANAVastherearenoadjustingitems.Assuchthismeasurehasnotbeenpresented.

EPRAUnauditedPerformanceMeasures
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INTRODUCTION

Since our appointment as Investment Adviser on 14 May 2020, we have
completed an extensive review of the Company’s portfolio and current
InvestmentPolicy.

Thecurrent18assets,followingthesaleofWet‘n’Wild
on 31 July 2020, provides a long income stream on
average in excess of 19 years that is c.89% linked to
inflationarygrowthandprovidesinvestorswithexposure
toadiverserangeofalternativemarketsectors.

The portfolio showed resilience during the COVID-19
pandemic related lockdown. Taking account of
concessions granted to certain tenants to settle their
rentmonthly,theGroup’srentsarecurrentlysplit83%
quarterly and 17% monthly. As at today, all of the
quarterlyrentsdueontheSeptember2020quarterday
havebeencollected,alongwithallofthemonthlyrents
due,andtheremainderofthemonthlyrentsaredueby
theendofthisyear.TheGroupreportedonitsJuneand
March2020rentcollectionson13Julyand24April2020,
respectively.Sincethesedates,agreementshavebeen
reachedwithalloftheGroup’stenantswhoserentswere
inarrears.Overall,92%and86%ofrents,inrespectof
the June and March quarter dates respectively, have
now been collected with agreements in place for the
remainingarrearstobereceivedbySeptember2021.

iNVEstMENtPRiNCiPlEs
Thestrategyofbuyingsmallerlotsizedassetsonvery
long leases is coming under increasing pressure as
more buyers enter that market and has resulted in
acquisitions that, whilst meeting the Company’s
Investment Policy, provide only modest returns and
limited scope for rental growth or asset management
ledvalueenhancement.Indeed,inaconstantlychanging
landscape, many of the key features of investment
quality,notably tenantcredit, cannotbeguaranteed to
remain unchanged. Therefore, from a valuation
standpoint,M7believesthedemandforverylongleases
inanincreasinglycompetitivemarketisexpectedtolead
to further premium pricing and will not necessarily
deliver best value for shareholders. A more balanced
approach between security of tenure and asset
management led opportunity, in sectors that are
increasinglybenefitingfrommarketshifts,isexpectedto
achievesecureyetmoreattractiveincomereturnsand
capitalgrowth.

Although the income fromtheportfolio,asat30June
2020,wasc.89%inflationlinkedtoRPIorCPI,thisfocus
limits the investment opportunities available to the

Groupandpotentiallylimitsitsgrowth.Asinterestrates
declined significantly, the demand for inflation linked
realestateincomeincreasedtothepointwherepotential
buyers far outweigh sellers. The momentum towards
higherpricesforindexlinkedstockisveryevidentand,
whenalignedtoatendencyamongstlandlordstoextract
longerleasesfromlesscreditworthytenants,hastaken
pricingtopotentiallyunsustainablelevels.Thesetrends
haveemergedinamarketinwhichaparticularcohortof
investors, notably open-ended funds, have helped to
drivepricesupwards.

Webelievethatagreateremphasisshouldbeplacedby
the Company on benefiting from a rapidly changing
property environment in which the quality, use and
flexibility of physical assets are expected to be of
paramountimportance.Weareidentifyingopportunities
atanattractiveentryyieldthatareexpectedtobenefit
from the significant and accelerating movement away
fromhighstreetretailtoonlineshopping,asubstantial
shift in sentiment in the business space market and
changesinthecreditenvironment.

WehaveidentifiedopportunitiesfortheGroupwhichwe
believewilldeliverhighervalueandearnings,strongand
securecashflowandcontributetoastableandgrowing
dividendwhilstmaintainingarelativelylongWAULT.

As a result, we have recommended to the Board
amendments to the Investment Policy to allow the
Companytorepositiontheportfolioandtakeadvantage
of the opportunities that we believe exist and that we
expectwillachieveenhancedvalueforshareholders.

M7intends,subjecttoshareholderapproval,tofocuson
assetswithshorter,8-12yearleasesandagreaterfocus
ontheincreasinglydynamicsectorsoftheUKmarket,
notably the business space and warehouse segments.
The proposal is to adjust to a lower WAULT with a
minimum of 12 years (from 18 years) and to invest in
assetswhicharecurrentlyletatsustainablerentsand
which have the potential to be adapted over time to
changinguserpreferenceandbehaviour.

InvestmentAdviser’sReport
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MARKEtOUtlOOK

UKEconomicOutlook
Followinga‘bounce-back’inQ2,theUKeconomyisnow
experiencing renewed pressure with rising COVID-19
casesandrestrictionswhichmayerasethesegains,for
example home working, localised lockdowns and the
hospitality industry’s 10pm curfew may act to further
impaireconomicactivity.

Asaresult,economicgrowthisforecasttocontinueits
downwardtrend,resultingina9.2%contractioninGDP
in2020.WhilstthisisaslowerrateofdeclinethanforQ2,
GDP isnotexpectedtoreturntopre-crisis levelsuntil
late2022.

Governmentstimulus,particularlythroughthefurlough
scheme,hasbeensuccessfulinsofteningtheblow,with
unemployment and the reduction in UK household
incomebothlowerthanexpected.Despitegovernment
support,thecrisisishavingamaterialimpactontheUK
labour market with KPMG forecasting an average
unemploymentrateof8.6%in2020and11.0%in2021.

AccordingtoCapitalEconomics,inflationissettoremain
subduedthroughout2020and2021,averaging0.9%and
1.2% respectively. This is well below the Bank of
England’stargetrateof2.0%.Despitepriceincreasesfor
some goods, the overall impact of the pandemic has
been to dampen inflation as the economy declines.
ThereisincreasedexpectationthattheBankofEngland
willintervenebywayoffurthermonetarystimulus.

UKRealEstateOutlook
Afterastrongstarttotheyear,investmentactivityslowed
considerably inQ2as the impactsof thepandemic took
holdintheUK.Withlockdownmeasuresimposed,physical
inspections and valuations were impossible for long
periods, while global travel restrictions severely limited
thecapacityofinternationalinvestorstodobusiness.UK
investment volumes for H1 totalled £13.8 billion, which
representsa34%reductionontheequivalentperiodlast
yearandis38%lowerthanthe10-yearH1average.

Investment activity is recovering with initial estimates
suggestingmorethan£2billionoftransactionalactivityin
Julyalone.Theallsectorprimeyieldremainedstablein
Juneat5.21%,indicatingthatsomestabilityisreturningto
UKpropertyinvestment.

Industrial, warehouse and regional office markets are
expected to suffer the least negative impact from
COVID-19, and may even benefit throughout the UK’s
recovery, which supports the proposed amendments to
theCompany’sinvestmentstrategy.

Industrialandlogisticscontinuetobeinstrongdemand,
withpriceshavingsurpassedtheirpre-crisis levels.The
sectorhasbenefited fromstrongdemand fundamentals
driven by the accelerated growth of e-commerce. The

sector accounted for a record 23% share of total Q2
investment volume, of which 85% was distribution
warehousing.Investorandoccupierdemandinthesector
islargelyattributedtothestabilityofrentsandcontinued
operations.

Theregionalofficemarketsarecharacterisedbyasupply-
demand imbalance with vacancy rates reaching a near
historiclowof4.5%inH1,comparedtoa10-yearaverage
of 8.0%. Many speculative developments have suffered
delayscausedbytheCOVID-19crisis,furtherexacerbating
analreadyconstrainedpipeline.Asaresult,theregional
office markets have seen sustained rental growth, with
annualgrowthof6.7%and4.3%seeninLeedsandBristol
respectively.Primerentalgrowthisexpectedtoreturnin
2021,with2.0%paforecastoverthenextfiveyearsacross
themajorregionalmarkets.

PortfolioActivityduringtheYear
The following asset management initiatives were
undertakenduringtheyear:

• Rent Reviews: A total of eight rent reviews took
place during the period with a combined uplift of
£52,564representinga2.1%increaseincontracted
rentacrosstheportfolio.

• Wet ‘n’ Wild Water Park, North Shields: Thetenant
Serco Leisure Operating Ltd approached the
Companywithanoffertopurchasethepropertyand
afternegotiationstookplaceitwasagreedthatthe
propertywouldbesoldfor£3,204,500(includingrent
premiumof£204,500)whichcompletedattheendof
June2020.Thedisposal representeda9.7%uplift
on purchase price and a 12.4% premium on book
value.

• Travelodge, Swindon: TravelodgeHotelsLimitedfiled
for a CVA and creditor and shareholder meetings
were held on 19 June 2020 with landlords voting in
favour of the proposal. Under the CVA, Travelodge
SwindonisaCategoryBhotelandassuch25%ofthe
Q2,Q3andQ42020rentand70%ofthe2021rentwill
bepayable.TheCVAalsoprovidesalandlordbreakon
30 days’ notice within the first five months with an
optiontoextendtheleaseforafurther36months.In
addition, the Company Group will be entitled to
additional cash rental payments should Travelodge
exceed a baseline profitability being 66.7% of the
amountbywhichcumulativeadjustedEBITDAforthe
financial years 2020, 2021 and 2022 exceeds
£200 million. Work started in September 2020 to
replacethecombustiblecladdingelementsuncovered
ontheexternalwallsofthetopfloorsandrearliftcore
of the Travelodge Hotel, with non-combustible
replacements and to remediate the fire/smoke
stopping. Completion of the work is expected by
December2020atacost(includingprofessionalfees)
ofc.£1.2million.Thecladdingwasinstalledwhenthe

titLe Cont. = Continued
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propertywasextendedin2007andboththearchitect
and cladding sub-contractor involved are being
pursuedforreimbursementofthecosts.

FinancialResults
Netrental incomeearnedfromtheportfolio for theyear
was £7.35 million excluding service charge and direct
recharge (1 July 2018 to 30 June 2019: £6.91 million),
contributingtoanoperatingprofitbeforefairvaluechanges
of£5.80million(1July2018to30June2019:£5.58million).
Theportfoliohasseenalossof£9.418millioninfairvalue
of investment property during the year (1 July 2018 to
30June2019:lossof£0.17million).
Administrativeandpropertyoperationsexpenses,which
includetheInvestmentManager’sfeeupto9April2020
andothercostsattributabletotherunningoftheGroup,
were £1.55 million for the year excluding service and
direct recharges (1 July 2018 to 30 June 2019:
£1.33million).Nevertheless,a reduction inoverheadof
almost50%onanannualisedbasiswasachievedduring
the final quarter of the year ended 30 June 2020, after
excludingtheimpairmentsandprovisionsrequiredatthe
yearendandtheone-offcostsarisingoutofthetransfer
tonewserviceproviders.Ongoingchargesasapercentage
ofnetassetvaluefortheyearwere2.22%(1July2018to
30June2019:1.53%).

8 thefairvaluedecreaseincludesaccountingadjustmentsrelatingtorentsmoothingof(£1.28m),movementinfinanceleaseobligationof(£0.05m)
andacostcorrectionof£0.14m.

TheGroupincurredfinancecostsof£1.44millionduringthe
year (1 July 2018 to 30 June 2019: £1.17 million). This
increaseresultsfromhavingtheloanfullydrawninduring
thewholeyear(yearended30June2019:£11milliondrawn
downinJanuary2019).
Thetotallossbeforetaxfortheyearof£5.05million(1July
2018 to 30 June 2019: profit before tax of £4.23 million)
equatestoabasiclosspershareof6.27pence(yearended
30June2019:EPSof5.26pence).
EPRAEPS for the yearwas5.42pencewhich,basedon
dividendsdeclaredof5.00pence,reflectsadividendcover
of 108.4% (year ended 30 June 2019: EPRA earnings of
5.47pence,dividendsdeclaredof5.50penceanddividend
coverof99.5%).
Adjusted EPRA EPS for the year which equates to cash
generated from operations (and therefore excludes
movementsinaccruedrentdebtorsandtheamortisation
ofloanarrangementfees)were4.25pencewhich,basedon
dividendsdeclaredof5.00pence,reflectadividendcoverof
85.0%(1July2018to30June2019:Adjustedearningsper
shareof4.86pence,dividendsdeclaredof5.50penceand
dividendcoverof88.4%).

TheGroup’sNAVasat30June2020was£67.29millionor
83.58pps (1 July 2018 to 30 June 2019: £76.32 million or
94.81pps).Thisisadecreaseof11.22ppsor11.84%overthe
year, with the underlying movement in NAV set out in the
tablebelow:

Year ended
30 June 2020

Year ended
30 June 2019

Pence per  
share £ million 

Pence per  
share £ million 

NAVasatbeginningofyear/period 94.810 76.321 94.935 76.422

Portfolioacquisitioncosts – – (1.125) (0.906)

Changeinfairvalueofinvestmentproperty (11.691) (9.411) 0.909 0.732

Incomeearnedfortheyear 9.702 7.810 8.580 6.907

Financecostsfortheyear (1.791) (1.442) (1.458) (1.174)

Otherexpensesfortheyear (2.494) (2.007) (1.656) (1.333)

Dividendspaidduringtheyear (4.950) (3.985) (5.375) (4.327)

NAV as at the end of the year 83.586 67.286 94.810 76.321

ReductioninvaluationduetoCOViD-19
Therehasbeenanoverall3.7%decreaseinfairvalueof
the portfolio since the 31 March 2020 valuation. The
properties in thehotel, leisureandautomotivesectors
havesufferedamoresignificantreductioninvaluation,
predominantlyduetoCOVID-19andtheknock-oneffects
ontradingperformance.

Dividends
RefertoNote9oftheConsolidatedFinancialStatements
fordetails.

Financing
As at 30 June 2020, the Group had fully utilised its
£41 million loan facility with Canada Life Investments
(30June2019:£41millionfacilityfullyutilised).Thisterm
facility,whichisrepayableon20October2025,allowsupto
35%loantopropertyvalueatdrawdownandisprovidedon
aportfoliobasisandhasaloantovaluecovenantof60%.
The weighted average interest cost of the Group’s
£41millionfacilityis3.19%(2019:3.19%).
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ASSET LOCATION MAP AS AT 30 JUNE 2020
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sUMMARYBYsECtORAsAt30JUNE2020

Sector
Number of
Properties

Valuation
(£m)

Market
Value

(%)

Occupancy
by ERV

(%)

WAULT to
break

(years)

Gross
Passing

Rental
Income

(£m)
ERV
(£m) (%)

Industrial 4 21.50 21 100 25.5 1.49 1.44 21

Hotel 3 19.15 18 100 15.9 1.48 1.43 21

Automotive&Petroleum 3 17.85 17 100 12.0 1.13 1.10 17

Healthcare 3 18.28 17 100 28.5 1.07 1.10 16

StudentAccommodation 1 12.15 12 100 21.1 0.64 0.65 10

Leisure 3 8.65 8 100 12.7 0.57 0.58 9

PowerStation 1 5.15 5 100 11.7 0.30 0.30 4

Education 1 2.03 2 100 23.6 0.13 0.13 2

Total/Average 19 104.76 100 100 19.5 6.79 6.73 100

sUMMARYBYgEOgRAPHiCAlAREAAsAt30JUNE2020

Geographical
Area

Number of
Properties

Valuation
(£m)

Market
Value

(%)

Occupancy
by ERV

(%)

WAULT to
break

(years)

Gross
Passing

Rental
Income

(£m)
ERV
(£m) (%)

WestMidlands 3 21.90 21 100 16.3 1.41 1.42 21

NorthWest&Merseyside 2 21.50 20 100 37.2 1.20 1.17 17

SouthEastexcluding
London

4 17.93 17 100 12.6 1.07 1.06 16

YorkshireandHumberside 3 11.63 11 100 13.3 0.79 0.80 12

SouthWest 2 10.90 10 100 24.7 0.79 0.81 12

Scotland 1 7.10 7 100 16.2 0.66 0.59 9

London 2 5.80 6 100 9.3 0.37 0.39 6

Eastern 1 5.15 5 100 11.7 0.30 0.30 4

NorthEast 1 2.85 3 100 18.9 0.20 0.19 3

Total/Average 19 104.76 100 100 19.5 6.79 6.73 100
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ThechartbelowillustratestheweightingoftheGroup’scontractedrental income,basedonthetypeofrentreview
associatedwitheachlease.

iNCOMEAllOCAtiONBYtYPE


 RPIIndexed  66.3%

 CPIIndexed  22.3%

 MarketReview 11.4%
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PROPERtYPORtFOliO

Property Portfolio as at 30 June 2020

Property Sector Region

Market
Value
(£m)

1 BramallCourt,Salford StudentAccommodation TheNorthWest&Merseyside 12.15

2 PocketNookIndustrialEstate,StHelens Industrial TheNorthWest&Merseyside 9.35

3 Motorpoint,Birmingham Automotive&Petroleum WestMidlands 8.15

4 PremierInn,Camberley Hotel RestofSouthEast 7.95

5 MercureCityHotel,Glasgow Hotel Scotland 7.10

6 PrimeLifeCareHome,Solihull Healthcare WestMidlands 6.95

7 GrazebrookIndustrialEstate,Dudley Industrial WestMidlands 6.80

8 SilverTrees,Bristol Healthcare SouthWest 6.80

9 TridentBusinessPark,Huddersfield Automotive&Petroleum YorkshireandtheHumber 5.50

10 HoddesdonEnergy,Hoddesdon PowerStation Eastern 5.15

11 PrimeLifeCareHome,Brough Healthcare YorkshireandtheHumber 4.53

12 ApplegreenPetrolStation,Crawley Automotive&Petroleum RestofSouthEast 4.20

13 Travelodge,Swindon Hotel SouthWest 4.10

14 PureGym,London Leisure London 3.85

15 DolphinPark,Sittingbourne Industrial RestofSouthEast 3.75

16 Wet‘n’WildWaterPark,NorthShields Leisure NorthEast 2.85

17 VictoriaRoad,Southampton Education RestofSouthEast 2.03

18 SnapFitness,London Leisure London 1.95

19 ProvincialPark,Sheffield Industrial YorkshireandtheHumber 1.60
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Tenants as at 30 June 2020

Tenant Property

Annual
Passing

Rental
Income
(£ ’000)

% of
Portfolio

Total
Passing

Rental
Income

Expiry
date

Break
date

MeridianSteelLimited GrazebrookIndustrialEstate,Dudley 659 9.7 21/05/2027 –

JupiterHotelsLimited MercureCityHotel,Glasgow 658 9.7 23/08/2036 –

PrimeLifeLimited PrimeLifeCareHome,Solihull 651 9.6 21/11/2048 –

MearsGroupPlc BramallCourt,Salford 636 9.4 16/08/2041 –

MotorpointLimited Motorpoint,Birmingham 500 7.4 23/06/2037

PremierInnHotelsLimited PremierInn,Camberley 449 6.6 24/03/2037 25/03/2032

HandsaleLimited SilverTrees,Bristol 417 6.1 14/01/2049 –

VolkswagenGroupUnitedKingdom
Limited

TridentBusinessPark,Huddersfield 396 5.8 13/07/2025 –

TravelodgeHotelsLimited Travelodge,Swindon 350* 5.2 31/05/2041 –

HoddesdonEnergyLimited HoddesdonEnergy,Hoddesdon 300 4.4 26/02/2050 27/02/2032

BiffaWasteServicesLimited PocketNookIndustrialEstate,StHelens 267 3.9 31/03/2134 –

DoreMetalServicesSouthern
Limited

DolphinPark,Sittingbourne 262 3.9 12/09/2033 13/09/2028

PureGymLimited PureGym,London 236 3.5 10/12/2032 11/12/2027

PetrogasGroupUKLimited ApplegreenPetrolStation,Crawley 234 3.4 16/07/2033 –

SercoLeisureOperatingLimited Wetn’WildWaterPark,NorthShields 200 2.9 12/05/2039 –

Sec.ofStateforCommunities&
LocalGov'mt

PocketNookIndustrialEstate,StHelens 154 2.3 29/01/2048 30/01/2023

MSGLifeRealtyLimited SnapFitness,London 130 1.9 28/03/2033 –

YMCAFairthorneGroup VictoriaRoad,Southampton 130 1.9 17/02/2044 –

BoultingGroupLimited PocketNookIndustrialEstate,StHelens 123 1.8 04/04/2022 –

TheSalvationArmyTrusteeCompany Travelodge,Swindon 22 0.3 17/07/2032 –

MrToxRecoverySpecialistLimited PocketNookIndustrialEstate,StHelens 20 0.3 04/12/2033 05/12/2028

*ForperiodMarch2020toDecember2020therentisat£87,500pa;£245,000pafor1January2021to31December2021;and£350,000pafrom1January
2022

titLe Cont. = Continued
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Thefollowingdisclosuredescribeshowthedirectorshavehadregardtothematterssetoutinsection172(1)(a)to(f)
whenperformingtheirdutyunders172andformsthedirectors’statementrequiredundersection414CZAoftheAct.

ThissectiondescribeshowtheBoardengageswithitskeystakeholders,whatissuesareofimportancetothem,and
howtheBoardhasconsideredtheirinterestswhenmakingitsdecisions.Further,itdemonstrateshowtheBoardtakes
intoconsiderationthelong-termimpactofitsdecisions,anditsdesiretomaintainareputationforhighstandardsof
businessconduct.

STAKEHOLDER ISSUES OF IMPORTANCE ENGAGEMENT
EFFECT OF ENGAGEMENT 
ON KEY DECISIONS

Shareholders

TheGroup’sinvestment
objectiveistodeliveran
attractivetotalreturnto
shareholders.
Shareholdersare
directlyimpactedby
theperformanceofthe
Companyboththrough
equitygrowthanddividends.

• Strongtotalshareholder
return

• Dividendcoverandtarget

• Long-termincome
streamlinkedto
inflationarygrowth

• Robustcorporate
governancestructure
andwell-performing
serviceproviders

Shareholderengagementis
setoutonpage31.

Theeffectofshareholder
engagementhasfedintoeach
aspectoftheBoard’sdecision-
making.Althoughshareholders
havebeendirectlyimpacted
throughalimitedreduction
ofthedividend,theBoardhas
workedstrenuouslytoreposition
theCompanythroughthe
appointmentofanaccomplished
InvestmentAdviser,asignificant
reductioninexpensesandthe
recraftingofstrategytoposition
theCompanyforgrowth

Service Providers

DuringtheyeartheBoard
hasmadeanumberof
changestoitskeyservice
providers.Whilstthe
changeshavereducedthe
Company’sannualoverhead
costs,theBoardisconfident
thattheappointmentswill
strengthenitscorporate
governanceprocessesand
driveprogress.

• Reputationofthe
Company,includingits
impactonthe
community,environment,
andmaintaininghigh
standardsofbusiness
conduct

• Fairandtransparent
serviceagreements

• Effectiverelationship
withtheBoardandother
keyserviceproviders

• Throughtheappointment
processofnewservice
providersthisyear

• Effectiveandconsistent
engagementboththrough
formalBoardmeetingsand
regularlyoutsidethe
meetingswiththeBoard

Clearandeffectivestrategic
oversightbytheBoardhas
beencrucialtoenhancingthe
effectivenessoftheCompany’s
keyserviceproviders.TheBoard
hasworkedcloselywithits
newserviceprovidersduring
thetransferofresponsibilities
toensurethatthetermsof
engagementhavebeenfairand
toensurethattheCompany
receivesbestvalueandgood
qualityservice

Tenants

Tenantswithstrong
businessfundamentalsand
profitableoperationsare
oneofthekeycomponents
toensureaconsistent
incomestreamabilitytopay
dividendstotheCompany’s
shareholders

• Workingcloselyduring
theCOVID-19pandemic
withtheGroup’sservice
providers,andoffering
assistancewhere
required

• Fairleaseterms

• Long-termstrategyand
alignmentwiththe
tenant’sbusiness
operations

• Regulardialoguewiththe
InvestmentAdviser,
PropertyManagerandother
keyserviceprovidersas
appropriate

• Theappointmentofthenew
serviceprovidershas
enhancedtheworking
relationshipwiththe
Company’stenants

DuringtheCOVID-19
pandemic,theBoard
recognisedthechallenges
facedbytenantsandhave
grantedconcessionsfor
alimitedperiodforsome
tenantstosettlerentmonthly,
theobjectivebeingtoprovide
proportionalassistance
tothosetenantswhose
operationswerematerially
impacted.Togetherwiththe
TravelodgeCVA,thisswitch
initiativeandhashadaknock-
oneffectleadingtoasmall
reductionoftheaggregate
dividendfortheyear.

Section172(1)statement
TITLECONT.=
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The Group’s assets consist primarily of UK commercial property. Its principal risks are therefore related to the
commercialpropertymarketingeneral,butalsototheparticularcircumstancesoftheindividualpropertiesandthe
tenantswithintheproperties.

TheBoardhasoverallresponsibilityforreviewingtheeffectivenessofthesystemofriskmanagementandinternal
controlwhichisoperatedbytheAlternativeInvestmentFundManager(‘AIFM’)and,whereappropriate,theInvestment
Adviser.TheGroup’songoingriskmanagementprocessisdesignedtoidentify,evaluateandmitigatethesignificant
riskstheGroupfaces.

Twiceeachyear,theBoardundertakesariskreviewwiththeassistanceoftheAuditCommittee,toassesstheadequacy
andeffectivenessoftheAIFM’sand,whereappropriate,theInvestmentAdviser’sriskmanagementandinternalcontrol
processes.

TheBoardhascarriedoutanassessmentoftheprincipalrisksfacingtheGroup,includingthosethatwouldthreaten
itsbusinessmodel,futureperformance,solvencyorliquidity.

Ananalysisoftheprincipalrisksanduncertaintiesissetoutinthetablebelow.Thisdoesnotpurporttobeexhaustive
assomerisksarenotyetknownandsomerisksarecurrentlynotdeemedmaterialbutcouldturnouttobematerialin
thefuture.

PRiNCiPAlRisKs

Key

Im
pa

ct

High

Low

Low Probability High

1. Tenant default
2. Portfolio concentration
3. Property defects
4. Rate of inflation
5. Property market
6. Property valuation
7. Investments are illiquid
8. Breach of borrowing covenants
9. Use of service providers
10. Dependence on the Investment Adviser
11. Ability to meet objectives
12. Group REIT status
13. Political/Economic Risks

#
*#

11

#

12 8

1

13
5

6

103

9

2

7

4

Thematrixaboveillustratestheassessmentoftheimpactandprobabilityoftheprincipalrisksidentified,explanations
ofwhicharesetoutpages22to25.

Principalrisksanduncertainties
TITLECONT.=
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

REAL ESTATE RISKS

1. Tenant default
Failurebytenantstocomplywiththeir
rentalobligationscouldaffecttheincome
thatthepropertiesearnandtheabilityof
theGrouptopaydividendstoits
shareholders.

WheretheCOVID-19pandemichasa
materialimpactonatenant’sbusiness,
tenantsmaybeunabletocomplywithrental
obligations.

Ourinvestmentpolicylimitsourexposure
toanyonetenantto15%ofgrossassets.
Thispreventsoverrelianceonasingle
tenant.Ourmaximumexposuretoanyone
tenant(calculatedbyGAV)was11.6%asat
30June2020.

Intheduediligenceprocesspriortoacquiring
aproperty,covenantchecksarecarriedouton
tenantswhicharerepeatedonaregularbasis.

TheInvestmentAdviserandPropertyManager
conductongoingmonitoringandliaisonwith
tenantstomanagepotentialbaddebtrisk.

DuringtheCOVID-19pandemictheGrouphas,
whereappropriate,grantedconcessionsfora
limitedperiodtocertaintenantstosettletheir
rentmonthly.

Probability:High

impact:High

Movement:Nochange.

2. Portfolio concentration
AnydownturnintheUKanditseconomy
orregulatorychangesintheUKcouldhave
amaterialadverseeffectontheGroup’s
operationsorfinancialcondition.Greater
concentrationofinvestmentsinanysector
orexposuretothecreditworthiness
ofanyonetenantortenantsmayleadto
greatervolatilityinthevalueoftheGroup’s
investments,NAVandtheCompany’sshare
price.

TheGrouphasinvestmentrestrictionsin
placetoinvestandmanageitsassetswiththe
objectiveofspreadingandmitigatingrisk.

Probability:Lowtomoderate

impact:Lowtomoderate

Movement:Nochange

3. Property defects
Duediligencemaynotidentifyalltherisks
andliabilitiesinrespectofanacquisition
(includinganyenvironmental,structural
oroperationaldefects)thatmayleadto
amaterialadverseeffectontheGroup‘s
profitability,theNAVandtheCompany’s
shareprice.

TheGroup’sduediligencereliesonthe
work(suchaslegalreportsontitle,property
valuations,environmental,buildingsurveys)
outsourcedtothirdpartiesthathave
appropriateProfessionalIndemnitycoverin
place.

Probability:Moderate

impact:Moderate

Movement:Probability
increasefromlowto
moderateinlightofthe
remedialworkrequiredatthe
Group’shotelsinCamberley
andSwindon

4. Rate of inflation
Rentreviewprovisionsmayhavecontractual
limitstotheincreasesthatmaybemadeas
aresultoftherateofinflation.Ifinflation
isinexcessofsuchcontractuallimits,the
Groupmaynotbeabletodelivertargeted
returnstoshareholders.

Theinflationlinked(RPI/CPI)leasesinthe
portfoliohavecontractualrentreviewcollars,
withthelowestfloorbeing0%,andcapsthat
rangefrom3%tonocap.Thecapsarein
excessofRPIandCPIforecastsduringthe
nextfive-yearrentreviewcycleandtherefore
basedonforecasts,theriskissomewhat
mitigated.

Probability:Low

impact:Lowtomoderate

Movement:Nochange

titLe Cont. = Continued
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

5. Property market
Anyrecessionorfuturedeteriorationinthe
propertymarketcould,interalia,(i)lead
toanincreaseintenantdefaults,(ii)make
itdifficulttoattractnewtenantsforits
properties,(iii)leadtoalackoffinance
availabletotheGroup,(iv)causethe
Grouptorealiseitsinvestmentsatlower
valuations;and(v)delaythetimingsofthe
Group’srealisations.

Anyofthesefactorscouldhaveamaterial
adverseeffectontheabilityoftheGroupto
achieveitsinvestmentobjective.

TheGrouphasinvestmentrestrictionsin
placetoinvestandmanageitsassetswiththe
objectiveofspreadingandmitigatingrisk.

Mostoftheleasesprovidearelativelylong
unexpiredtermandcontainupwardonlyrent
reviewswhicharelinkedtoeitherRPIorCPI.
Becauseofthesefactors,theGroupexpects
thattheassetswillshowlessvolatilevaluation
movementoverthelongterm.

Probability:Moderatetohigh

impact:ModeratetoHigh

Movement:Increasein
probabilityfrommoderateto
moderatetohigh.Economic
growthisforecasttocontinue
itsdownwardtrendasaresult
ofthedisruptionfromthe
COVID-19pandemic.Such
economicimpactislikelyto
affectcertainsectorsofthe
propertymarketinwhichthe
Companyholdsassets

6. Property valuation
Propertyisinherentlydifficulttovaluedue
totheindividualnatureofeachproperty.

Theremaybeanadverseeffectonthe
Group’sprofitability,theNAVandthe
Company’ssharepriceincaseswhere
propertiesaresoldwhosevaluationshave
previouslybeenmateriallyoverstated.

TheGroupusesanindependentvaluer
(KnightFrankLLP)tovaluethepropertieson
aquarterlybasisatfairvalueinaccordance
withacceptedRICSappraisalandvaluation
standards.

InthecontextofCOVID-19,thereisless
certaintyandahigherdegreeofcautionwhich
shouldbeattachedtoanyvaluation.

Probability:Moderate

impact:ModeratetoHigh

Movement:Increasein
probabilityfromlowto
moderateduetomaterial
uncertaintyclauseinKnight
Frank’svaluationasat
30June2020

7. Investments are illiquid
TheGroupinvestsincommercialproperties.
Suchinvestmentsareilliquid;theymaybe
difficultfortheGroupsellandtheprice
achievedonanyrealisationmaybeata
discounttotheprevailingvaluationofthe
relevantproperty.

TheGroupaimstoholdthepropertiesfor
long-termincome.

Probability:Moderate

impact:Moderate

Movement:Nochange

BORROWING RISKS

8. Breach of borrowing covenants
TheGrouphasenteredintoatermloan
facility.

Materialadversechangesinvaluationsand
netincomemayleadtobreachesintheLTV
andinterestcoverratiocovenants.

IftheGroupisunabletooperatewithinits
debtcovenants,thiswouldleadtodefault
andtheloanfacilitybeingrecalled.This
couldresultintheGroupsellingproperties
torepaytheloanfacility.

TheGroupmonitorstheuseofborrowingson
anongoingbasisthroughregularcashflow
forecastingandquarterlyriskmonitoringto
monitorfinancialcovenants.

TheGroup’sgearingat30June2020was
37.0%,belowourmaximumgearing(onaGAV
basisondrawdown)of40%andmaterially
belowtheloan’sdefaultcovenantof60%.
Borrowingiscarefullymonitoredbythe
Group,andasshownbythelowerQ3dividend,
actionwillbetakentoconservecashwhere
necessarytoensurethatthisriskismitigated.

ThereissignificantheadroomintheLTV
andinterestcovercovenantsintheloan
agreement.

Probability:Low

impact:High

Movement:Nochange

titLe Cont. = Continued
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

CORPORATE RISKS

9. Use of service providers
TheGrouphasnoemployeesandisreliant
upontheperformanceofthird-partyservice
providers.

Failurebyanyserviceprovidertocarryout
itsobligationstotheGroupinaccordance
withthetermsofitsappointmentcould
haveamateriallydetrimentalimpactonthe
operationoftheGroup.

Theperformanceofserviceproviders
inconjunctionwiththeirservicelevel
agreementsismonitoredregularlyandthe
useofKeyPerformanceIndicatorswhere
relevant.

TheManagementEngagementand
RemunerationCommitteereviewsthe
performanceandcontinuingappointmentof
serviceprovidersonanannualbasis.

Probability:Moderate

impact:Moderatetohigh

Movement:Increasein
probabilityfromlowto
moderatetomoderateand
theimpactfrommoderateto
moderatetohigh.TheBoard
hasre-basedthisriskdueto
theperformanceofsomeof
theGroup’spreviousservice
providers

10. Dependence on the Investment Adviser
ThefutureabilityoftheGroupto
successfullypursueitsinvestmentobjective
andinvestmentpolicymay,amongother
things,dependontheabilityoftheservice
providerstoretainitsexistingstaffand/orto
recruitindividualsofsimilarexperienceand
calibre,andeffectivelycarryoutitsservices.

ThepreviousInvestmentManager(AEW)had
responsibilityanddiscretionforinvestment.

Asannouncedon25February2020theBoard
madechangestotheCompany’sservice
providers.Followingtheappointmentof
LanghamHallFundManagementLLPasAIFM
andMasonOwenasPropertyManagerand
interiminvestmentadviser,and,subsequently
M7asInvestmentAdviseron14May2020
hassegregatedtheseroles,andassuch,the
dependenceontheInvestmentAdviserhas
beensignificantlyre-risked.

TheBoardmeetsregularlywith,andmonitors,
allofitsserviceproviderstoensureclose
positiveworkingrelationshipsaremaintained.

Probability:Moderate

impact:Moderate

Movement:Nochange

11. Ability to meet objectives
TheGroupmaynotmeetitsinvestment
objectivetodeliveranattractivetotal
returntoshareholdersfrominvesting
predominantlyinaportfolioofsmaller
commercialpropertiesintheUK.

Poorrelativetotalreturnperformancemay
leadtoanadversereputationalimpact
thataffectstheGroup’sabilitytoraisenew
capitalandnewfunds.

TheGrouphasaninvestmentpolicytoachieve
abalancedportfoliowithadiversifiedtenant
base.
ThisisreviewedbytheBoardateach
scheduledBoardmeeting.

Probability:Lowtomoderate

impact:High

Movement:Reductionin
probabilityfrommoderate
tohightolowtomoderate,
asfollowingthereductionof
theGroup’srecurringannual
overheadandtheappointment
ofM7asInvestmentAdviser,
theBoardbelievetheCompany
isbetterplacedtomeetthe
objectivessetoutatIPO
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

TAXATION RISK

12. Group REIT status
TheGrouphasUKREITstatusthatprovides
atax-efficientcorporatestructure.

IftheGroupfailstoremainaREITforUK
taxpurposes,itsprofitsandgainswillbe
subjecttoUKcorporationtax.

AnychangetothetaxstatusorinUKtax
legislationcouldimpactontheGroup’sability
toachieveitsinvestmentobjectivesand
provideattractivereturnstoshareholders.

TheCompanymonitorsREITcompliance
throughtheInvestmentAdviserand
Administratoronacquisitionsanddisposals
anddistributionlevels;theRegistrarand
Brokeronshareholdingsandthirdparty
taxadvisorstomonitorREITcompliance
requirements.

Probability:Low

impact:High

Movement:Nochange.

POLITICAL/ECONOMIC RISKS

13. Political/Economic Risks
Politicalandmacroeconomicevents
presentriskstotherealestateandfinancial
marketsthataffecttheGroupandthe
businessofourtenants.

Theeconomicdisruptionarisingfrom
theCOVID-19pandemicinadditionto
anyarrangementsmade,orlackthereof,
betweentheUKandtheEUfollowingthe
endofitstransitionperiodcouldimpactthe
abilityoftheGrouptoraisecapitaland/or
increasetheregulatorycomplianceburden
ontheGroup.

TheGrouponlyinvestsinUKpropertieswith
strongalternativeusevaluesandlongleases
sotheportfolioiswellpositionedtowithstand
aneconomicdownturn.

Probability:High

impact:Moderatetohigh

Movement:Increasein
probabilityfrommoderate
tohightohighduetothe
disruptioncausedbythe
COVID-19pandemicandthe
uncertaintiessurrounding
Brexit(seeEmergingRisks
below)

EMERgiNgRisKs

Brexit

DiscussionscontinuewithregardtotheUK’stradingrelationshipwiththeEU,andthereforeitsfullimpactontheGroup
isdifficulttoassess.Themainnegativepotentialeffectwillbeonthemacroeconomicenvironmentwhichcouldpresent
arisktotheperformanceoftheGroupanditsabilitytodelivertheinvestmentstrategy.Nevertheless,theCompanyhas
aresilientbalancesheetandadiversifiedportfoliooflonglet,index-linkedassetswhichappearcapableofsurviving
economicrecession.AstheCompanyiswhollyUKbased,theGroupremainsrelativelyinsulatedfromtheimpactof
Brexit.

TheBoardwillcontinuetomonitorthedevelopingrelationshipbetweentheUKandtheEUandthewiderpotential
impactofBrexitontheGroupanditsstakeholderbase.

BOARDAPPROVAlOFtHEstRAtEgiCREPORt
TheStrategicReporthasbeenapprovedandsignedonbehalfoftheBoardby:

Steve Smith 
Chairman

19October2020
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Governance
BoARd oF diReCtoRS
titLe Cont. =  

Allappointedon8May2017

Steve Smith, non-executive Chairman

Steve was chief investment officer of British Land Company PLC, the FTSE 100 REIT, from January 2010 with
responsibilityforthegroup’spropertyandinvestmentstrategy.

HestooddownfromtheboardofBritishLandinMarch2013andleftthecompanyattheendofJune2013.Hewas
formerlyglobalheadofassetmanagementandtransactionsatAXARealEstateInvestmentManagerswherehewas
responsiblefortheassetmanagementofaportfolioofmorethan€40billiononbehalfoflifefunds,listedproperty
vehicles, unit-linked and closed ended funds. Prior to joining AXA in 1999, he was managing director at Sun Life
Propertiesforfiveyears.Hewasformerlyanon-executivedirectorofTritaxBigBoxREITplc.

Steveiscurrentlynon-executivechairmanofThePRSREITplcandStarwoodEuropeanRealEstateFinanceLimited.
Heisalsoanon-executivedirectorofPollenEstateTrusteeCompanyLimitedandNetworkRailPropertyLimited.

Jim Prower, non-executive Director

Jimhasworkedinindustryandcommercesince1985,havingqualifiedasaCharteredAccountantatPeat,Marwick,
Mitchell&Coin1979.HeperformedtherolesoffinancedirectorandcompanysecretaryatMintyplcfrom1987to1989,
CrestonLand&Estatesplcfrom1989to1995andNOBOGroupplcfrom1995to1997,beforejoiningArgentGroupplc
inthesameroles.Between2009and2015,hewascloselyinvolvedwiththedevelopmentanddeliveryofKing’sCross
Central(nowajointventurebetweenAustralianSuper,theBTPensionSchemeandArgent’smanagement),wherehe
wasprimarilyresponsibleforraisingdebtfordevelopmentinvestmentandworkingcapital,aswellasreportingtothe
jointventurers.BetweenNovember2012and31December2015,togetherwithotherseniorArgentpersonnel,Jimwas
amemberofArgent(PropertyDevelopment)ServicesLLPwhichhadacquiredArgentGroup’spropertydevelopment
andmanagementbusinessesinlate2012.JimcontinuestobeapartnerofArgentKing’sCrossLimitedPartnership
whichretainsaninterestinsomeofKings’CrossCentral.

UntilMarch2019,hewasanon-executivedirectorofTritaxBigBoxREITplc.

Inadditiontobeinganon-executivedirectoroftheCompany,JimactsastheSeniorIndependentDirectorandchairs
theAuditCommitteeofEmpiricStudentPropertyplcandasnon-executiveDirectorofThePRSREITplc.

Alan Sippetts, non-executive Director

Alanwasinvestmentdirector,headofinvestmentresearchatHeartwoodWealthManagement,aUKsubsidiaryof
SvenskaHandelsbankenAB,from2007to2016,whereheledtheresearch,duediligenceandgovernanceprocesses
ofallinvestmentsandwasresponsibleforcommercialproperty.Alanoversawinvestmentandresearchacrossall
assetclassesincollectiveschemes,includingfunds,trustsandREITsatLloydsPrivateBankfrom2001to2006.
Priortothat,from1992to2001,hewasheadofUKsmallercompaniesatLegal&GeneralInvestmentManagement
LimitedwherehewasresponsibleforallaspectsofUKsmallerlistedandpre-IPOinvestments.Alanstartedhis
investmentcareeratPosTel(Hermes)InvestmentManagementin1987.

Alan is non-executive director at Close Asset Management (UK) Ltd and Independent Investment Consultant at
discretionarymanagerEdenParkInvestmentManagementLtd.HeholdsaB.Sc.inManagementScience-Economics
fromLancasterUniversity,wheretodayheishonoraryteachingfellowattheManagementSchool.Heisafellowof
theCharteredInstituteforSecurities&Investment.
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governance
ThisCorporateGovernanceStatementcomprisespages27to32andformspartoftheDirectors’Report.

statementofCompliance
Duringtheperiod,theBoardofAlternativeIncomeREITplchasconsideredtheprinciplesandprovisionsoftheUK
CorporateGovernanceCode(‘UKCode’),issuedbytheFinancialReportingCouncilinJuly2018.TheUKCodecanbe
viewedat:https://www.frc.org.uk/directors/corporate-governance-and-stewardship/uk-corporate-governance-code.

TheBoardconsidersthatsomeprovisionsarenotrelevanttotheCompany,beinganexternallymanagedinvestment
company.Inparticular,alloftheGroup’sday-to-daymanagementandadministrativefunctionsareoutsourcedtothird
partiesandasaresult,theCompanyhasnoexecutivedirectors,employeesorinternaloperations.

TheBoardhasreviewedtheprinciplesandprovisionsoftheUKCode,andconsidersthatithascompliedthroughout
theyear,exceptasdisclosedbelow:

1. Principle E. The Company does not have a workforce as noted above. Similarly the Company has not applied
provision6ortherelevantpartsofprovision5andprovision33forthesamereason.

2. Provision17and23.GiventhestructureandsizeoftheBoard,theBoarddoesnotconsideritnecessarytoappoint
aseparatenominationcommittee.Therolesandresponsibilitiesnormallyreservedforthiscommitteearematters
forthefullBoard.

3. Provisions36to40.TheCompanydoesnothaveexecutivedirectors.Withrespecttoprovision39,Directorsarenot
appointedforaspecifictermasallDirectorsarenon-executiveandtheCompanyhasadoptedapolicyofallDirectors
standingforannualre-electioninlinewiththeUKCode.

Responsibilities
TheBoardofDirectorsiscollectivelyresponsibleforthelong-termsuccessoftheGroup.Itprovidesoverallleadership,
setsthestrategicaimsoftheGroupandensuresthatthenecessaryresourcesareinplacefortheGrouptomeetits
objectivesandfulfilitsobligationstoshareholderswithinaframeworkofhighstandardsofcorporategovernanceand
effectiveinternalcontrols.

TheDirectorsareresponsibleforthedeterminationoftheGroup’sinvestmentpolicyandinvestmentstrategyandhave
overallresponsibilityfortheGroup’sactivities,includingthereviewofinvestmentactivityandperformance.

TheBoardisalsoresponsibleforthecontrolandsupervisionoftheAIFMandInvestmentAdviser.TheBoardensures
themaintenanceofasoundsystemofinternalcontrolsandriskmanagementandreviewstheoveralleffectivenessof
systems in place. They are responsible for approval of any changes to the capital, corporate and/or management
structureoftheGroup.

TheBoarddoesnotroutinelyinvolveitselfinday-to-daybusinessdecisionsbutthereisaformalscheduleofmatters
thatrequirestheBoard’sspecificapproval,assetoutbelow,aswellasthosewhichcanbedelegatedtotheBoard
committeesandtheAIFM.TheBoardretainsresponsibilityforallsuchdelegatedmatters.

AlthoughtheBoarddoesnotroutinelycarryoutday-to-dayresponsibilitiesoftheGroup,duringtheyearended30June
2020anduptothedateofthereporttheBoardhasactivelymanagedthetransitionoftheGroup’sserviceprovidersto
achieveareductioninitstotaloverheads.

FollowingtheterminationofAEWastheGroup’sInvestmentManager,theappointmentofM7asInvestmentAdviser
and the transfer of the accounting from Link Alternative Fund Administration Limited to M7, the Directors have
performedextraordinarydutiesanddedicatedadditionaltimetofacilitatethetransitionandinductionofthenewservice
providers. Primarily, Jim Prower, as Audit Committee Chairman has devoted significant time to the set up and
reorganisationoftheadministrationfunction.SubjecttoshareholderapprovalofthenewRemunerationPolicy,itis
proposedbytheBoardthatJimProwerthereforebeawardedanadditional£15,000inconnectionwiththisadditional
work.Itisexpectedthatfollowingthisreport,theDirectorsresponsibilitieswillresumetotheirexpecteddutiesfollowing
thesign-offofthisAnnualReport.

TheAIFM is responsible forportfoliomanagementandriskmanagementof theGrouppursuant toAIFMDirective
(‘AIFMD’).

GoVeRnAnCe
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TheDirectorshaveadoptedaformalscheduleofmattersreservedfordecisionbytheBoard.Theseincludethefollowing:

1. theGroup’sinvestment/businessstrategy;

2. specificriskmanagementpoliciesincludinginsurance,hedging,borrowinglimitsandcorporatesecurity;

3. contractsnotintheordinarycourseofbusiness;

4. raisingofnewcapitalandmajorfinancingfacilities;

5. decisiontakinginkeyareas,inparticularthoserelatingtogeneralinvestmentpolicyandinvestmentstrategies,and
thepowerto

6. performseniormanagementfunctionsinsuchkeyareas;

7. Boardappointmentsandremovals;and

8. appointmentandremovaloftheAIFM,InvestmentAdviser,AuditorandtheGroup’sotherserviceproviders.

Composition
The Board consists of a non-executive Chairman and two non-executive Directors, all of whom were considered
independentonandsincetheirappointment.AllDirectorsareindependentoftheAIFMandInvestmentAdviser.

TheDirectors’otherprincipalcommitmentsarelistedonpage26.Duringtheyear,theBoardwassatisfiedthatall
Directors were able to commit sufficient time to discharge their responsibilities effectively having given due
considerationtotheirothersignificantcommitments.

TheDirectorswereadvisedonappointmentoftheexpectedtimerequiredtofulfiltheirrolesandhaveconfirmedthat
theyremainabletomakethatcommitment.AllchangesinanyDirector’scommitmentsoutsidetheGrouparerequired
tobedisclosedandapprovedpriortotheacceptanceofanysuchappointment.Noexternalappointmentswereaccepted
duringtheyear.

Chairman
TheChairmanleadstheBoardandisresponsibleforitsoveralleffectivenessindirectingtheCompany.Hepromotesa
cultureofopennessanddebateandfacilitatesconstructiveBoardrelationsandtheeffectivecontributionofallDirectors.
InliaisonwiththeCompanySecretary,heensuresthattheDirectorsreceiveaccurate,timelyandclearinformation.He
demonstrates an objective judgement and promotes a culture of openness and constructive debate to ensure the
effectivecontributionofallDirectors,and facilitatesasupportive,co-operativeandopenenvironmentbetween the
AIFMandInvestmentAdviserandtheDirectors.Heisalsoresponsibleforensuringthattheviewsofshareholdersare
communicatedtotheBoardasawhole.

TheChairmanisdeemedbyhisfellowindependentBoardmemberstobeindependentincharacterandjudgementand
freeofanyconflictsofinterest.HeconsidershimselftohavesufficienttimetospendontheaffairsoftheCompany.The
Chairmanhasnosignificantcommitmentsotherthanthosedisclosedinhisbiographyonpage26.

GiventhesizeoftheBoardandtheGroup,itisnotconsiderednecessarytoappointaseniorindependentdirector.

BoardMeetings
TheGrouphasfourscheduledBoardmeetingseachyearwithadditionalmeetingsarrangedasnecessary.Inaddition,
theDirectorsmeetfrequentlyoutsideofscheduledBoardmeetings.

AteachBoardmeeting,theDirectorsfollowaformalagendawhichissetbytheChair,andthepapersarecirculatedin
advancebytheCompanySecretarytoensurethattheDirectorsreceiveaccurate,clearandtimelyinformationtohelp
themdischargetheirduties.TheBoardisprovidedwithfinancialinformation,togetherwithbriefingnotesandpapers
in relation to changes in the Group’s economic and financial environment, statutory and regulatory changes and
corporategovernancebestpractice.AdescriptionoftheGroup’sriskmanagementandinternalcontrolsystemsisset
outonpages31to32.

TheGroup’smainfunctionsaredelegatedtoanumberofserviceproviders,eachengagedunderseparatecontracts.
ThemanagementoftheGroup’sportfolioisdelegatedtotheAIFMwhichmanagestheassetsinaccordancewiththe
Group’sobjectivesandpolicies.Themanagementarrangementscanbefoundonpage50.AteachBoardmeeting,
representativesfromtheAIFMandInvestmentAdviserattendtopresentreportstotheDirectorscoveringtheGroup’s
currentandfutureactivities,portfolioofassetsanditsinvestmentperformanceovertheprecedingperiod.
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BoardCommittees
The Company has two committees, the Audit Committee and the Management Engagement and Remuneration
Committee.GiventhestructureandsizeoftheBoard,theBoarddoesnotconsideritnecessarytoappointaseparate
nominationcommittee.TheCommitteesdelegatedresponsibilitiesareclearlydefinedinformaltermsofreference,
whichareavailableontheCompany’swebsite.FurtherdetailsabouttheAuditCommitteeandManagementEngagement
andRemunerationCommitteecanbefoundonpages33to42.

MeetingAttendance
TheBoard’sscheduledmeetingsarequarterly,withadditionalapprovalsofNAVsanddividendssoughtviaemail.During
theyearended30June2020,thenumberofscheduledBoardmeetingsattendedbyeachDirectorwereasfollows:

Director Attendance

SteveSmith 4/4

JimPrower 4/4

AlanSippetts 4/4

PerformanceEvaluation
TheDirectorsareawarethattheyneedtocontinuallymonitorandimproveBoardperformanceandrecognisethat
this can be achieved through regular Board evaluation, providing a valuable feedback mechanism for improving
Board effectiveness. The Board has established a questionnaire based process for the annual evaluation of the
performanceoftheBoard,theAuditCommitteeandtheManagementEngagementandRemunerationCommittee,
aswellastheindividualDirectors.ThisprocessisledbytheChairmanwhoactsontheresultsoftheevaluationby
recognisingthestrengthsandaddressinganyweaknessesoftheBoard,asappropriate.TheotherDirectorscarryout
aperformanceevaluationoftheChairman.Thisevaluationprocessiscarriedoutannually.

Having conducted its performance evaluation, the Board believe that it, and each of its committees, has been
effective in carryingout their objectives and that each individual Directorhas been effective and demonstrated
commitmenttotherole.TheBoarddiscussedthechallengesandopportunitiesthatwereidentifiedthroughthe
performanceevaluationandagreedappropriatedevelopmentpointsonwhichprogresswillbeassessedinthenext
financialperiod.

Challenges and Opportunities 2021 Development Points

Stakeholder engagement should be enhanced, and
attentionshouldbegiventofurthercommunicationwith
potentialnewinvestorstomeettheCompany’slong-term
aims.

Since the appointment of a new broker and Investment
Adviser,theBoardisconfidentthiswillbeimprovedand
willensurethis isan itemof focusoftheBoardateach
BoardMeeting.

Greater focus should be given to performance against
forward looking strategy rather than on minimising
cost and consolidation, although this was necessarily
the Board’s prime objective during the year ended
30June2020.

Subject to shareholder approval of the changes to the
Investment Policy, as the Board is satisfied with the
performance of its new service providers, performance
againststrategyandKPIswillbethekeyfocusatBoard
MeetingstodrivetheGroupforwards.

Moretimeshouldbededicatedtoprovidingtrainingthe
Boardonlegal,governanceandregulatorymatters.

AnitemwillbeaddedtotheBoardMeetingagendaevery
sixmonthstoascertainifparticulartrainingisrequired.

TheBoarddoesnotconsiderthatuseofexternalconsultantstoconductthisevaluationislikelytoprovideanymeaningful
advantageovertheprocessthathasbeenadoptedandwouldincuranunnecessaryexpense.However,theoptionof
doingsowillberegularlyreviewed.

Directors’independence
TheindependenceoftheDirectorswasreviewedaspartoftheannualevaluationprocess.Duringtheperiod,the
Boardconsistedofthreenon-executiveDirectors,allofwhomwereconsideredindependent.

titLe Cont. = Continued



GOVERNANCE

gOVERNANCEContinued


30 ALTERNATIVE INCOME REIT PLC

AsdescribedintheDirectors’biographiesonpage26,SteveSmithandJimProwershareacommondirectorshipat
ThePRSREITplc,whichhasbeenthecasesinceMay2019.TheBoardasawholeandAlanSippettsinparticular
haveconsideredtheimpactoftherelationshipandaresatisfiedthatbothDirectorstakeanimpartialandobjective
approachinundertakingtheirdutiesasDirectorsoftheCompany.ThisisconsideredannuallyaspartoftheBoard
evaluationprocess,andfollowingthisconsideration,theBoardcontinuestoviewSteveSmithandJimProweras
independent,basedonthecriteriasetoutintheUKCode.

DirectorinductionandtrainingandDevelopment
TheDirectorsreceivedaninductiononjoiningtheBoardthatcoveredtheGroup’sinvestmentactivities,theroleand
responsibilities of a Director and guidance on corporate governance and applicable regulatory and legislative
landscape.

TheDirectors’ traininganddevelopmentwasassessedaspartof theannualeffectivenessevaluationand, inany
event,theChairmanregularlyreviewsanddiscussesthedevelopmentneedswitheachDirector.EachDirectorisfully
awarethattheyshouldtakeresponsibilityfortheirownindividualdevelopmentneedsandtakethenecessarysteps
toensuretheyarewhollyinformedofregulatoryandbusinessdevelopments.Duringtheyear,theDirectorsreceived
periodicguidanceandtrainingonregulatoryandcompliancechanges.

Furthermore,aprocedurefortheinductionofnewDirectorshasbeenestablished,partofwhichincludestheprovision
ofaninductionpackcontainingrelevantinformationabouttheCompany,itsprocessesandprocedures.Newappointees
willalsohavetheopportunityofmeetingwiththeChairmanandrelevantpersonsattheAIFMandInvestmentAdviser.
Therehavebeennoappointmentsduringtheyear.

successionPlanning
TheBoardasawholehasgivenfullconsiderationtosuccessionplanningaspartoftheBoard’sformalannualevaluation
toensureprogressiverefreshingoftheBoard,takingintoaccountthechallengesandopportunitiesfacingtheBoard
andthebalanceofskillsandexpertise,factoringinthebenefitsofadiverseBoard,thatarerequiredinthefuture.

TheBoardconsidersthatithasanappropriatebalanceofskillsandexperience.TheBoardconsidersthat,collectively,
ithassubstantialrecentandrelevantexperienceof thepropertysector, investmenttrustsandfinancialandpublic
companymanagement.

tenurePolicy
TheBoardconsidersthatthelengthoftimeeachDirector,includingtheChairman,servesontheBoardshouldnotbe
limitedandhasnotsetafinitetenurepolicy.LengthofserviceofcurrentDirectorsandfuturesuccessionplanningwill
bereviewedeachyearaspartoftheBoardevaluationprocess.

ExternalsearchConsultancy
InidentifyingsuitablecandidatesforanappointmenttotheBoard,thenominationcommitteemayuseopenadvertising
ortheservicesofexternaladviserstofacilitatethesearch.Therewerenoappointmentsduringtheyearandtherefore
anexternalsearchconsultancywasnotrequiredfortheyearended30June2020.

DiversityPolicy
TheBoardiscomprisedofthreemaleDirectorswhohaveanappropriatebalanceofskillsandexperiencetomeetthe
futureopportunitiesandchallengesfacingtheGroup.TheBoardregularlyreviewsitscompositionandeffectivenessas
partoftheannualBoardevaluationprocess.

Appointmentsaremadefirstandforemostonthebasisofmeritandtakingintoaccounttherecognisedbenefitsofall
typesofdiversity,includingtherecommendationsoftheHampton-AlexanderReview.TheBoardensuresthatdiversity
isanimportantconsiderationandpartoftheselectioncriteriausedtoassesscandidatestoachieveabalancedBoard.

TheDirectorsinofficeat30June2020andthedateofthisreportaresetoutonpage26.

Re-electionofDirectors
InaccordancewiththeUKCode,allDirectorswillsubmitthemselvesforelectionorre-electiononanannualbasis.
Therefore,allDirectorswillbestandingforre-electionattheCompany’s2020AGM.
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Directors’Conflictsofinterest
ItistheresponsibilityofeachindividualDirectortoavoidanunauthorisedconflictofinterestarising.

TheDirectormustrequestauthorisationfromtheBoardassoonashebecomesawareofthepossibilityofaninterest
thatconflicts,ormightpossiblyconflict,withtheinterestsoftheGroup.TheCompany’sArticlesofAssociation(‘Articles’)
allowtheBoard toauthorisesuchpotentialconflicts,and there isaprocedure inplace todealwithanyactual,or
potential,conflictsofinterest.Wheretheconflictarisesduetoanappointment,theBoarddealswitheachappointment
onitsindividualmeritandtakesintoconsiderationallrelevantcircumstances.

AregisterofconflictsismaintainedbytheCompanySecretaryandisreviewedatBoardmeetingstoensurethatany
authorisedconflictsremainappropriate.TheDirectorsarerequiredtoconfirmatthesemeetingswhethertherehas
beenanychangetotheirposition.

Relationswithshareholders
CommunicationwithshareholdersisgivenhighprioritybyboththeBoardandtheInvestmentAdviser.TheChairman,
InvestmentAdviserandtheCompany’sBrokerhavebeeninregularcontactwithmajorshareholdersandreportthe
resultsofmeetingsandtheviewsofthoseshareholderstotheBoardonaregularbasis.TheChairmanensuresthat
theBoardasawholehasaclearunderstandingoftheviewsofshareholdersbyreceivingregularupdatesfromthe
Company’sbroker,whicharetabledattheCompany’sBoardMeetings.

AllshareholdersareencouragedtoattendandvoteatAGMs,duringwhichtheBoardandtheInvestmentAdviserwill
beavailabletodiscussissuesaffectingtheCompanyandansweranyquestions.Anyshareholderwishingtocontactthe
CompanyshouldaddresstheirquerytotheCompanySecretaryattheregisteredofficeaddressonpage92.

significantvoteagainstat2019AgM
AttheCompany’sAGMheldon5November2019,therewasasignificantnumberofproxyvotesagainstresolution3,
there-electionofSteveSmithasaDirector.Resolution3wasanordinaryresolutionthatpassedonashowofhands,
receiving 27.89% of proxy votes against the resolution in advance of the meeting. Following engagement by the
CompanytheshareholderexplainedthattheyhadvotedagainsttheresolutionbasedonguidancebytheInstitutional
ShareholderServices(ISS).ISShadraisedaconcernwiththenumberofchairmanshipsheldbySteveSmithwhich
couldcompromisehisabilitytocommitsufficienttimetohisroleintheCompany.NeverthelessISShadrecommended
infavourofthereappointmentonthebasisthattheexternalcommitmentswereinvestmenttrustsandthereforea
degreeofflexibilitywasconsideredappropriate.

TheBoardandCompany’sBrokerhascontinuedtoengagewiththerelevantshareholderandithasbeennotedthat
theshareholderhad raisedconcernswith regards to thescaleof theGroup.Assuch theBoardandCompany’s
brokerwill continue toengagewith theshareholder focussingon thestrategicchanges, including theproposed
changetotheInvestmentPolicyassetoutonpage6.

internalControlReview
TheBoardisresponsibleforthesystemsofinternalcontrolsrelatingtotheGroupincludingthereliabilityofthefinancial
reporting process and for reviewing the systems’ effectiveness. The Directors have reviewed and considered the
guidancesuppliedbytheFRConriskmanagement,internalcontrolandrelatedfinanceandbusinessreportingandan
ongoingprocesshasbeenestablishedforidentifying,evaluatingandmanagingtherisksfacedbytheGroup,including
emerging risks. This process, together with key procedures established with a view to providing effective financial
control,wasinplacebothduringtheyearunderreviewandatthedateofthisreport.

Theinternalcontrolsystemsaredesignedtoensurethatproperaccountingrecordsaremaintained,thatthefinancial
informationonwhichbusinessdecisionsaremade,andwhichisissuedforpublication,isreliable,andthattheassets
oftheGrouparesafeguarded.

Theriskmanagementprocessandsystemsofinternalcontrolaredesignedtomanageratherthaneliminatetherisk
offailuretoachievetheGroup’sobjectives.Itshouldberecognisedthatsuchsystemscanonlyprovidereasonable,not
absolute,assuranceagainstmaterialmisstatementorloss.TheDirectorshavecarriedoutareviewoftheeffectiveness
ofthesystemsofinternalcontrolastheyhaveoperatedovertheperiodanduptothedateofapprovaloftheAnnual
ReportandFinancialStatements.
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Aspreviouslyannounced,intandemwiththeterminationofAEW’sappointmentasInvestmentManagerearlierthis
year,certainotherserviceproviderswerealsoreplaced.Aspartof thehandoverprocess, inmid-February2020,a
reviewwasundertakeninadvanceoftheconclusion(whichtookeffect inearlyJune2020)ofLinkAlternativeFund
AdministrationLimited’s(‘Link’)(threeyear)appointment.Duringandsubsequenttothisreview,certaininternalcontrol
shortcomingsofbothLink’sbookkeepingandAEW’soversightofLink’sresponsibilitieswereidentified.Asaresult,
inter alia, some of the comparatives in the consolidated and the individual group companies’ statutory financial
statements in respect of the year ended 30 June 2019 have been restated (see note 6 to the Company’s financial
statements), and a provision – albeit immaterial in the context of the consolidated financial statements – for an
unreconcileddifferenceneededtobeincludedwithintheresultfortheyearended30June2020.

internalcontrolassessmentprocess
RobustriskassessmentsandreviewsofinternalcontrolsareundertakenregularlyinthecontextoftheGroup’soverall
investmentobjective.

InarrivingatitsjudgementofwhatriskstheGroupfaces,theBoard,throughtheAuditCommittee,hasconsideredthe
Group’soperationsinlightofthefollowingfactors:

1. thenatureandextentof riskswhich it regardsasacceptable for theGroup tobearwithin itsoverall business
objective;

2. thethreatofsuchrisksbecomingreality;

3. theGroup’sabilitytoreducetheincidenceandimpactofriskonitsperformance;

4. thecosttotheGroupandbenefitsrelatedtothereviewofriskandassociatedcontrolsoftheGroup;and

5. theextenttowhichthirdpartiesoperatetherelevantcontrols.

Ariskregisterhasbeenproducedagainstwhichtherisksidentifiedandthecontrolsinplacetomitigatethoseriskscan
bemonitored.Therisksareassessedonthebasisofthelikelihoodofthemhappening,theimpactonthebusinessif
theyweretooccurandtheeffectivenessofthecontrolsinplacetomitigateagainstthem.Thisriskmatrixisreviewed
twiceayearbytheAuditCommittee.

TheprincipalrisksthathavebeenidentifiedbytheBoardaresetoutonpages21to25.

TheBoardreviewsfinancialinformationproducedbytheAdministratoronaregularbasis.

Mostfunctionsfortheday-to-daymanagementoftheGrouparesub-contracted,andtheDirectorsthereforeobtain
assurancesandinformationfromkeythird-partysuppliersregardingtheinternalsystemsandcontrolsoperatedin
their respective organisations. In addition, third parties are requested to provide a copy of their report on internal
controlseachyear,whicharereviewedbytheAuditCommittee.
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IampleasedtopresenttheAuditCommitteeReportfortheyearended30June2020.

CommitteeMembership
TheAuditCommitteecomprisesJimProwerandAlanSippetts.

TheAuditCommitteeischairedbyJimPrower,whohasrecentandrelevantfinancialexperience.TheBoardissatisfied
thatthecombinedknowledgeandexperienceofitsmembersissuchthattheCommitteedischargesitsresponsibilities
inaneffectivemannerandhascompetencerelevanttothesectorinwhichitoperates.

Meetings
TheAuditCommitteemetthreetimesduringtheyearunderreview,andthemeetingswereattendedbyeachmember
asfollows:

Director Attendance

JimPrower 3/3

AlanSippetts 3/3

RoleoftheCommittee
TheCommitteeassiststheBoardindischargingitsresponsibilitieswithregardtofinancialreporting,externalauditand
internalcontrols,including:

1. monitoringtheintegrityofthefinancialstatementsoftheGroup,includingitsannualandhalfyearlyreportsand
reviewingsignificantfinancialreportingissuesandthejudgementswhichtheycontain;

2. keepingunderreviewtheadequacyandeffectivenessoftheGroup’sriskmanagementsystemsandreviewingand
approvingthestatementstobeincludedintheannualreportconcerninginternalcontrolsandriskmanagement;

3. makingrecommendationstotheBoardinrelationtotheappointment/re-appointmentorremovaloftheAuditorand
approvingitsremunerationandtermsofengagement;

4. reviewingandmonitoringtheAuditor’sindependence,objectivityandeffectiveness;and

5. approvinganynon-auditservices tobeprovidedby theAuditorandmonitoring the levelof feespayable in that
respect.

PerformanceEvaluation
Refertopage29oftheCorporateGovernancesectiondetailinghowthereviewoftheCommittee’sperformancehas
beenconducted,andtheresultsofsuchevaluation.

Activities
TheCommitteemeetsatleasttwiceayeartoconsidertheannualreportandinterimreportandanyothermattersas
specifiedunder its termsofreference.During theyearandup to thedateof thisreport, theAuditCommitteehas
recommendedthere-appointmentofKPMGLLPasAuditortotheBoard;reviewedfinancialresultsforpublication;
reviewed the performance and effectiveness of the Auditor and considered its re-appointment and remuneration;
reviewedthenon-auditservicesprovidedbytheAuditorandtheassociatedfeesincurred;reviewedtheinternalcontrols
andriskmanagementsystemsoftheGroupanditsthird-partyserviceproviders;andreviewedtheCommittee’sterms
ofreference(whichareavailableontheGroup’swebsite).

significantissuesconsideredbytheCommittee
Valuation

TheCommitteedeterminedthatakeyareaofconsiderationinrelationtotheConsolidatedFinancialStatementsofthe
Groupwasthevaluationoftheinvestmentproperties,asitisfundamentaltotheGroup’sstatementoffinancialposition
andauditedresults.The19propertiesintheportfolioasat30June2020wereexternallyvaluedbyqualifiedindependent
valuers(usingtheinternationallyacceptedRoyalInstitutionofCharteredSurveyors(‘RICS’)Valuation–Professional
Standards)andwhilstcomparablemarkettransactionsprovidevaluationevidence,thereareassumptionswhichinvolve
significantlevelsofjudgement.TheCommitteeconsideredthevaluationsoftheGroup’sportfolioat30June2020and

Report of the Audit Committee
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thesewerediscussedwith theAIFM, InvestmentAdviserandAuditorduring theaudit of the financial statements.
DetailsofthevaluationmethodologyarecontainedinNote10totheConsolidatedFinancialStatements.TheCommittee
consideredthematerialuncertaintyclause(‘MUC’)includedinthe30June2020valuationundertakenbyitsindependent
valuerKnightFrank.TheCommitteesatisfieditselfthattheinclusionoftheMUCdidnotmeanthatthevaluationcould
not be relied upon, and that the valuation would be kept under frequent review. Knight Frank’s valuation as at
30September2020doesnotincludeamaterialuncertaintyclause.

Brexit

TheCommitteeconsideredtheUnitedKingdom’swithdrawalfromtheEUandthepotentialeffectonthemacroeconomic
environment which would present a risk to the performance of the Group and its ability to deliver the investment
strategy.TheCommitteeassessedafullrangeofreasonablypossiblescenariosandsatisfieditselfthatwhilsttheUK’s
futuretradingrelationshipwiththeEUremainsuncertaintheCompanyhasaresilientbalancesheetandadiversified
portfoliooflonglet,index-linkedassetswhichappearcapableofsurvivingeconomicrecession.Further,astheCompany
iswhollyUKbased,theGroupremainsrelativelyinsulatedfromtheimpactofBrexit.

internalcontrols
TheCommitteecarefullyconsiderstheinternalcontrolsystemsbymonitoringtheservicesandcontrolsofitsthird-
partyserviceproviders.

TheCommitteereviewedandupdatedtheriskmatrix.Itreceivedreportsoninternalcontrolandcompliancefromthe
InvestmentAdviserandtheGroup’sothermajorserviceprovidersand,otherthantheissuesreferredtointhefinal
paragraphoftheInternalControlsReviewsectiononpages31to32,nosignificantmattersofconcernwereidentified.

internalAudit
TheAuditCommitteehasconsideredwhetherestablishinganinternalauditfunctionwouldbeappropriateandhas
concludedthat,consideringthestructureandnatureof theGroup’sactivities, ithasconcludedthat thefunction is
unnecessary.TheCommitteebelievesthattheexistingsystemofmonitoringandreportingbythirdpartiesremains
appropriateandadequateandwillreviewthispositiononanannualbasisandmakeappropriaterecommendationsto
theBoard.

goingconcernandlong-termviabilityofthegroup
The Committee considered the Group’s financial requirements for the next 12 months and concluded that it has
sufficientresourcestomeetitscommitments.Consequently,thefinancialstatementshavebeenpreparedonagoing
concernbasis.

TheCommitteealsoconsideredthelonger-termviabilitystatementwithintheAnnualReportfortheyearended30June
2020,coveringathreeyearperiod,andtheunderlyingfactorsandassumptionswhichcontributedtotheCommittee
decidingthatthiswasanappropriatelengthoftimetoconsidertheGroup’slong-termviability.TheGroup’sviability
statementcanbefoundonpage49.

independenceandobjectivityoftheAuditor
ItistheCommittee’sresponsibilitytomonitortheperformance,objectivityandindependenceoftheAuditorandthisis
evaluatedbytheCommitteeeachyear.InevaluatingKPMG’sperformance,theCommitteeexaminesfivemaincriteria
–robustnessoftheauditprocess,independenceandobjectivity,qualityofdelivery,qualityofpeopleandservice,and
value-addedadvice.HavingcarriedoutareviewtheCommitteeissatisfiedwiththeAuditor’sperformanceandthatas
theAuditordidnotcarryoutnon-auditservicestheobjectivityandindependenceoftheAuditorwerenotcompromised.

ExternalAuditProcess
TheCommitteemeetsatleasttwiceayearwiththeAuditor,onceattheplanningstagebeforetheauditandagainafter
theauditatthereportingstage.TheAuditorprovidesaplanningreportinadvanceoftheannualaudit,andareportonthe
annualaudit.TheCommitteehasanopportunitytoquestionandchallengetheAuditorinrespectofbothofthesereports.

Inaddition,atleastonceayear,theCommitteehasanopportunitytodiscussanyaspectoftheAuditor’sworkwiththe
Auditor intheabsenceoftheAIFMandInvestmentAdviserandotherserviceproviders.Aftertheannualaudit, the
Committeewillreviewtheauditprocessandconsideritseffectiveness.
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Re-appointmentoftheAuditor
FollowingconsiderationoftheperformanceoftheAuditor,theservicesprovidedduringtheperiodandareviewofits
independenceandobjectivity,theCommitteehasrecommendedtotheBoardthatthere-appointmentofKPMGLLPas
theCompany’sAuditorbeproposedtoshareholdersattheforthcomingAGM.KPMGLLPhasexpresseditswillingness
tocontinueastheCompany’sAuditor.

TheAuditorwasappointedasexternalauditortotheGroupon6June2017,withMatthewWilliamsassumingtherole
ofSeniorStatutoryAuditorinrespectoftheauditfortheyearended30June2020.InlinewithEUrequirements,itis
intendedthattheexternalauditwillbere-tenderedatleasteverytenyears.

AuditFeesandNon-Auditservices
TheCommitteehassoleresponsibilityforagreeingtheauditfeeinconsultationwiththeInvestmentAdviserandtaking
intoaccountthescopeoftheaudit.

TheCommitteehasapolicyontheengagementoftheAuditortosupplynon-auditservices.Allnon-auditservicesare
reviewedbytheCommitteewhichmakesrecommendationsfortheprovisionofeachnon-auditservice,andensures
thatthestatutoryauditorisnotengagedtoperformworkthatisprohibitedunderEUlaw.

TheAuditorispermittedtoprovidenonaudit-relatedserviceswheretheworkinvolvediscloselyrelatedtothework
performedintheaudit.Theseinclude:

1. reviewsofinterimfinancialinformation;

2. reportingoninternalfinancialcontrolswhenrequiredbylaworregulation;

3. reportingrequiredbylaworregulationtobeprovidedbytheAuditor;and

4. prospectus/capitalmarketsreporting.

ThepolicywasreviewedanditsapplicationmonitoredbytheCommitteeduringtheyearanditwasagreedthatthe
policyremainedappropriatefortheCompany.

Ananalysisofauditfeesissetoutbelow:

 Year ended  
30 June 2020  

£000

 Year ended  
 30 June 2019 

£000

Audit

StatutoryauditofAnnualReportandAccounts 105 72

StatutoryauditofSubsidiaryAccounts 15 12

120 84

Non-audit – –

TotalfeespaidtoKPMGLLP 120 84

Percentageoftotalfeesattributedtonon-auditservices 0% 0%

Jim Prower 
AuditCommitteeChairman

19October2020
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I am pleased to present the Management Engagement and Remuneration Committee Report for the year ended
30June2020.

CommitteeMembership
TheManagementEngagementandRemunerationCommitteecomprisesallDirectorsandischairedbyAlanSippetts.

Meetings
TheManagementEngagementandRemunerationCommitteeheldonescheduledmeetingduringtheyear,andthe
meetingswereattendedbyeachmemberasfollows:

Director Attendance

AlanSippetts 1/1

JimPrower 1/1

SteveSmith 1/1

RoleoftheCommittee
The Committee is responsible for reviewing the appropriateness of the continuing appointment of the AIFM and
InvestmentAdviser,ensuringthetermsandconditionsoftheAIFMandInvestmentAdviser’scontinuingappointment
align with the investment policy and investment objective of the Group and setting Directors’ remuneration. The
remunerationoftheChairmanisconsideredbytheCommitteeinhisabsence.

MattersConsideredintheYear
TheCommitteereceivesreportsfromexternaladvisersandfromtheAIFMandInvestmentAdviser,asrequired,to
enableittodischargeitsduties.Themainactivitiesundertakenduringtheyear,andtothedateofthisreport,werethat
theCommittee:

1. consideredandapprovedtheDirectors’remunerationandagreedthatitremainedappropriate;

2. reviewedtheongoingchargesandagreedthatthesewereatanappropriatelevel;

3. reviewedtheRemunerationPolicy;

4. satisfieditselfthattheAIFMandInvestmentAdviseragreementsarefairandthatitstermsremaincompetitiveand
sensibleforshareholdersandthatmattersofcomplianceareunderproperreview;

5. reviewedtheperformanceofotherthird-partyserviceprovidersandmaderecommendationstotheBoardregarding
these;and

6. reviewedtheCommittee’stermsofreference(whichareavailableontheGroup’swebsite).

PerformanceEvaluation
RefertotheaboveCorporateGovernancesectiondetailinghowthereviewoftheCommittee’sperformancehasbeen
conducted,andtheresultsofsuchevaluation.

ReviewofserviceProviders
AnumberofchangestotheCompany’sserviceproviders,asannouncedon25February2020and18May,havebeen
madewiththeobjectiveofreducingtheannualoverheadwhilstimprovingtheefficiencyandeffectivenessoftheservice
received.

TheCommitteereviewstheongoingperformanceandthecontinuingappointmentofallserviceprovidersoftheGroup
includingtheAIFMandInvestmentAdviseronanannualbasis.TheCommitteealsoconsidersanyvariationtothe
termsofallserviceproviders’agreementsandreportsitsfindingstotheBoard.

Report of the Management engagement and 
titLe2 = Remuneration Committee
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ContinuingAppointmentoftheAiFMandinvestmentAdviser
TheCommitteehasreviewedthecontinuingappointmentoftheAIFMandInvestmentAdviserandthecommitteeare
satisfiedthattheirappointmentremainsinthebestinterestsofshareholdersasawhole.

AnnualstatementonDirectors’Remuneration
DearShareholder,

IampleasedtopresenttheDirectors’RemunerationReportonbehalfoftheBoardfortheyearended30June2020.It
issetoutintwosectionsinlinewithlegislativereportingregulations:

• Directors’RemunerationPolicy–ThissetsoutourRemunerationPolicyforDirectorsoftheCompanyandwillbe
subjecttoabindingshareholdervoteattheCompany’s2020AGM.

• AnnualReportonDirectors’Remuneration–ThissetsouthowtheDirectorswerepaidfortheyearended30June
2020.Therewillbeanadvisoryshareholdervoteonthissectionofthereportatour2020AGM.

TheGroupdoesnothaveanyexecutiveDirectorsoremployees,and,asaresult,operatesasimpleandtransparent
remunerationpolicythatreflectsthenon-executiveDirectors’duties,responsibilitiesandtimespent.

FulldetailsoftheDirectors’RemunerationPolicy,aswellashowDirectorswerepaidfortheyearended30June2020,
aresetoutonpages38to42.

ChangestotheDirectors’RemunerationPolicy
AsprovidedforinArticle108oftheArticlesofAssociationandpage64oftheIPOProspectus,therevisedRemuneration
PolicynowincludesaprovisionforanadditionalfeeforspecialdutiesoradditionalservicesundertakenbyaDirector
outsideofhisordinaryduties.SuchprovisionhadbeenomittedfromthecurrentRemunerationPolicyinanadministrative
error.AswasenvisagedatIPO,andincludedintheCompany’sArticlesofAssociation,thisistoallowforflexibility,
whereitisconsideredappropriate,fortheDirectortoprovidesuchadditionalservicesasisrequiredfortheeffective
functioning of the Company or in furtherance of the Company’s aims. The additional fee element recognises the
additionaltimecommitmentrequiredbyaDirectortoprovidesuchserviceswheredoingsowouldbeinthebestinterest
oftheCompany,forexample,asaresultofaDirectorsspecificknowledgeoftheCompanyorforcostefficiencies.

Therearenootherchangestothepolicyotherthanpresentationalamendmentsthathavebeenmadetodisplaythe
policyinasimpleandtransparentmanner.

DiscretionexercisedundertheDirectors’RemunerationPolicy
Subjecttotheshareholdervoteatthe2020AGM,anadditionalservicefeewillbepaidtoJimProwerinrecognitionof
thesignificanttimespentundertakingadditionalworkinrespectofthetransitionbetweenthird-partyserviceproviders.
TheBoardbelievethattheseserviceshavebeeninthebestinterestoftheCompany.

Wevalueengagementwithourshareholdersandfortheconstructivefeedbackwereceiveandlookforwardtoyour
supportattheforthcomingAGM.

Alan Sippetts 
ManagementEngagementandRemunerationCommitteeChairman

19October2020
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Directors’RemunerationPolicy
TheDirectors’remunerationpolicywaslastapprovedattheCompany’s2018AGM.Inaccordancewithsection439Aof
theCompaniesAct2006,aresolutiontoapprovethisDirectors’RemunerationPolicywillbeproposedattheAnnual
GeneralMeetingoftheGrouptobeheldon26November2020.Iftheresolutionispassed,theprovisionsofthepolicy
willapplyuntiltheyarenextputtoshareholdersforrenewalofthatapproval,whichmustbeatintervalsofnotmore
thanthreeyears,oriftheRemunerationPolicyisvaried,inwhicheventshareholderapprovalforthenewRemuneration
Policywillbesought.

Overview
AllDirectorsarenon-executive,and theCompany follows the recommendationof theUKCode thatnon-executive
Directors’remunerationshouldreflectthetimecommitmentandresponsibilitiesoftherole.TheBoard’spolicyisthat
theremunerationofnon-executiveDirectorsshouldreflecttheexperienceoftheBoardasawholeandbedetermined
withreferencetocomparableorganisationsandappointments.TheGrouphasnoemployees.

Policytable

COMPONENT OPERATION LINK TO STRATEGY

Annual Fee TheBoardhassetthreelevelsoffees:
oneforaDirectorandadditionalfeesfor
theChairmanoftheAuditCommitteeand
theChairmanoftheBoard.

Theapprovalofshareholderswouldbe
requiredtoincreasetheaggregatelimit
of£400,000forDirectors’remuneration,
assetoutintheCompany’sArticles.

Theleveloftheannualfeehasbeensetto
attractandretainhighcalibreDirectors
withtheskillsandexperiencenecessaryfor
therole.

Thefeehasbeenbenchmarkedagainst
companiesofasimilarsizeinthesector,
havingregardtothetimecommitmentand
expectedcontributiontotherole.

Additional Service Fee TheCompany’sArticlesprovidethatif
anyDirectorshallperformorrender
anyspecialdutiesorservicesoutside
hisordinarydutiesasaDirector,he
maybepaidsuchreasonableadditional
remunerationasmaybeconsidered
appropriate.

Theadditionalfeeoffersflexibilityfor
aDirectortobeawardedadditional
remunerationtoadequatelycompensate
aDirectorforanyspecialservicesor
servicesoutsidehisordinarydutieswhere
thisisconsideredappropriateforthe
effectivefunctioningoforinfurtherance
oftheCompany’saims.

Other Benefits TheCompany’sArticlesprovidethat
Directorsareentitledtobereimbursed
forreasonableexpensesincurredby
theminconnectionwiththeperformance
oftheirdutiesandattendanceatBoard
andGeneralMeetings.

Inlinewithmarketpractice,theCompany
willreimbursetheDirectorsforexpenses
toensurethattheyareabletocarryout
theirdutieseffectively.

Feesarereviewedannuallyinaccordancewiththeabovepolicy.ThefeeforanynewDirectorappointedtotheBoardwill
bedeterminedonthesamebasis.

Annualfeesfortheyearended30June2020

Directors’ Fee Levels Annual fees for the year ended 30 June 2020 (£)

Chairman 30,000

ChairmanoftheAuditCommittee 25,000

Director 20,000
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serviceContracts
DirectorsdonothaveservicecontractswiththeCompanybutareengagedunderlettersofappointment,copiesof
whichareavailableforinspectionattheCompany’sregisteredoffice.NoneoftheDirectorshasacontractofservice
withtheGroup.

DirectorstermofOffice
Directorsarenotappointedforaspecifictermandwillstandforannualre-electionattheCompany’sannualgeneral
meetings.

lossofOffice
Thesespecificallyexcludeanyentitlementtocompensationuponleavingofficeforwhateverreason.

Relationswithshareholders
TheCompany iscommittedtoongoingshareholderdialogueandanyviewsexpressedbyshareholdersonthe fees
beingpaidtoDirectorswouldbetakenintoconsiderationbytheBoardwhenreviewingtheDirectors’remuneration
policyasapartofanyreviewofDirectors’fees.

titLe Cont. = Continued
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Directors’RemunerationReport
TheManagementEngagementandRemunerationCommitteereviewsfeesonanannualbasis.Duringtheyearended
30June2020, theannual feesweresetat the rateof£30,000 for theChairman,£25,000 for theAuditCommittee
Chairmanand£20,000foraDirector.Nochangestothesefeelevelsareproposedfortheyearending30June2021.

An ordinary resolution will be put to shareholders at the forthcoming AGM to receive and approve the Directors’
RemunerationReport.

Votingat2019AgM
TheDirectors’remunerationreportfortheperiodended30June2019wasapprovedbyshareholdersattheAGMheld
on5November2019onashowofhands.TheproxyvotesreceivedpriortotheAGMwereasfollows:

Voting
Remuneration 

Report

For–numberofvotescast 40,297,893

Against–numberofvotescast 49,429

Totalvotescast 40,300,693

Numberofvoteswithheld 2,800

PerformanceoftheCompany
Thechartbelowcomparesthesharepricetotalreturn(assumingalldividendsre-invested)toshareholderscompared
withthetotalreturnontheFTSEEPRANareitUKandFTSESmallCapIndicesovertheperiodsinceinceptionofthe
Company.Theseindiceshavebeenchosenastheyareconsideredtobeanappropriatebenchmarkagainstwhichto
assesstherelativeperformanceoftheCompany.
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singletotalFigure(auditedinformation)
TheremunerationpaidtotheDirectorsduringtheyearended30June2020issetoutinthetablebelow:

Director

Total Fixed
Remuneration:

Annual Fee for the
year ended  

30 June 2020  
£’000

Remuneration:
Additional Fee  

for the  
year ended  

30 June 2020  
£’000

Total 2020  
£’000

Total 2019 
£’000

SteveSmith 30 – 30 30

JimPrower 25 15* 40 25

AlanSippetts 20 – 20 20

Total 75 15 90 75

*Anadditionalfeeof£15,000hasbeenaccruedinrespectoftheyearended30June2020,andwillbepaidtoJimPrower
in recognition of the significant time spent undertaking additional services in respect of managing the transition
between thirdparty serviceprovidersduring the year.Thisadditional fee is subject toshareholderapprovalof the
resolutiontoadopttheproposedRemunerationPolicyassetoutonpages38to39.

RelativeimportanceofspendonPay
The table below sets out, in respect of the year ended 30 June 2020, the remuneration paid to the Directors; the
managementfeeandexpenseswhichhavebeenincludedtogiveshareholdersagreaterunderstandingoftherelative
importanceofspendonpay;anddistributionstoshareholdersbywayofadividend.

Year ended  
30 June 2020 

(£’000)

Year ended  
30 June 2019 

 (£’000)

Directors’remuneration 90 75

ManagementfeeandexpensespaidtoAEW 408 544

Dividendspaid 3,985 4,327

Directors’interests(auditedinformation)
Neither the Company’s Articles, nor the Directors’ letters of appointment require a Director to own shares in the
Company.

TheinterestsoftheDirectorsandtheirpersonscloselyassociatedintheequityoftheCompanyat30June2020are
showninthetablebelow.

Year ended  
30 June 2020

Number of shares

Year ended  
30 June 2019

Number of shares

SteveSmith 240,000 100,000

JimPrower 21,500 21,500

AlanSippetts 34,006 20,000

TherehavebeennochangestoDirectors’interestsbetween30June2020andthedateofthisReport.

Noneof theDirectorsorpersonscloselyassociatedwiththemhadamaterial interest intheGroup’stransactions,
arrangementsoragreementsduringtheyear.
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ConsiderationofshareholderViews
Duringtheyear,theCompanydidnotreceiveanycommunicationsfromshareholdersspecificallyregardingDirectors’
pay.TheresolutionstoapprovetheDirectors’RemunerationReportwerepassedattheAnnualGeneralMeetingon
5November2019.

Approval
TheDirectors’RemunerationReporthasbeenapprovedbytheBoardofDirectorsandsignedonitsbehalfby:

Alan Sippetts 
ManagementEngagementandRemunerationCommitteeChairman

19October2020
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Diversity
Asanexternallymanagedbusiness,theCompanydoesnothaveanyemployeesorofficespace.AssuchtheGroupdoes
notoperateadiversitypolicywithregardstoanyadministrative,managementandsupervisoryfunctions.Adescription
oftheBoard’spolicyondiversitycanbefoundonpage30.

Employees
TheGrouphasnoemployeesandaccordinglynorequirementtoreportseparatelyinthisareaasthemanagementof
theportfoliohasbeendelegatedtotheAIFMandInvestmentAdviser.

The AIFM and Investment Adviser are equal opportunities employers who respects and seeks to empower each
individualandthediversecultures,perspectives,skillsandexperienceswithintheirworkforce.

HumanRights
TheGroupisnotwithinthescopeoftheModernSlaveryAct2015becauseithasnotexceededtheturnoverthreshold
andthereforenofurtherdisclosureisrequiredinthisregard.

BusinessRelationships
As well as the critical day-to-day portfolio management, the Group has a set of service providers that ensure the
smoothrunningoftheGroup’sactivities.TheGroup’skeyserviceprovidersarelistedonpage92,andtheManagement
Engagement and Remuneration Committee annually review the effectiveness and performance of these service
providers,takingintoaccountanyfeedbackreceived.

TheGroup,AIFMandInvestmentAdviserandotherthird-partyserviceprovidersmaintainhighstandardsofbusiness
conductbyactinginacollaborativeandresponsiblemannerwithallitsbusinesspartnersthatprotectsthereputation
oftheGroupasawhole.Duringtheyear,theCompanymadechangestoitsserviceprovidersincludingtheappointment
ofM7astheGroup’sInvestmentAdviser.Anexplanationofthesechangesissetoutonpage36.

Environment
As an investment company, the Group’s own direct environmental impact is minimal and greenhouse gas (‘GHG’)
emissions are negligible, and as such the Company has not introduced measures to achieve energy efficiency.
InformationontheGHGemissionsinrelationtotheGroup’spropertyportfolioaredisclosedonpages43to44.

greenhousegasEmissions
The Group has followed UK Government environmental reporting guidelines and used the UK Government 2019
greenhousegasreportingconversionfactorsforcompanyreportingtoidentifyandreportrelevantGHGemissionsover
whichithasoperationalcontrolforthe12-monthperiodto30June2020.

EVORAGlobalLimited(EVORA),anindependentconsultancyspecialisingintheapplicationofsustainabilityincommercial
realestate,hasbeenappointedtocalculatetheGHGstatementandprovideverificationontheapproachused.

scopes
GHGemissionshavebeenreportedagainstthefollowing‘Scopes’,asdefinedbytheGHGProtocolandwhererelevant:

Scope1–directemissionsfromownedvehicles,controlledboilersandfugitiveemissionsfromairconditioningsystems
underlandlordcontrol.

Scope2–indirectemissionsfromelectricitypurchasedbytheGroupandconsumedwithinrealestateassetsownedby
theCompany.

Scope3–indirectemissionsfromelectricityandgaspurchased/consumedwithintheGroup’sassets,bytenants,where
thetenantiscounterpartytotheenergysupply.

Scope1and2arenotrelevanttotheCompany.

environmental, Social and Governance
titLe Cont. =  
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statementofgHgemissions
ThetablebelowshowsrelevantGHGemissionspersectorandfortheGroupoverallintheyearto30June2020.The
approach taken follows guidance provided by the GHG Reporting Guidelines (BEIS, 2019) and EPRA Best Practice
RecommendationsonSustainabilityReporting2017.

Absolute tonnes of
Carbon Dioxide

equivalent (tCO2e)

Like-for-Like comparison
of Carbon Dioxide

Equivalent (tCO2e)*

Sector Scope 2018/19 2019/20
Difference

(tCO2e)
%

Change

Industrial,Warehouse
Scope3–Gas 5.86 N/A N/A N/A

Scope3–Elec. 115.87 115.62 0.25 -0.22%

Total

Scope3–Gas 5.86 N/A N/A N/A

Scope3–Elec. 115.87 115.62 0.25 -0.22%

Scope3–Total 121.73 115.62 0.25 00.22%

*Like-for-likecomparisonisonlyrelevantforelectricityusage.

statementofEnergyUsage
Thetablebelowsetsouttheenergyusepersectorandfortheentityoverall.Theapproachfollowsguidanceprovidedbythe
GHGReportingGuidelines(BEIS,2019)andtheEPRABestPracticeRecommendationsonSustainabilityReporting2017.

Absolute energy usage (kWh) Like-for-like energy usage (kWh)*

Sector Energy Source 2018/19 2019/20
Difference  

(kWh) % Change 

Industrial,Warehouse

Gas 31,865 N/A N/A N/A

Electricity 409,341 451,632 42,290 +10%

Energy 441,206 451,632 10,425 +2%

Total

Gas 31,865 N/A N/A N/A

Electricity 409,341 451,632 42,290 +10%

Energy 441,206 451,632 10,425 +2%

*Like-for-likecomparisonisonlyrelevantforelectricityusage.

intensityRatios
InadditiontoreportingrelevantGHGemissions,theGrouphaschosentoreportintensityratios,whereappropriate.An
intensitymeasureisreportedforassetswithinthelike-for-likeportfolio,where:

• Nomajorrenovationorrefurbishmenthastakenplace(i.e.affectingmorethan50%ofthebuildingbyareaof
numberofoccupants);

• Occupancyisatleast75%;or

• Atleast12months’dataisavailable.

Normalisation isconsidered in linewith theRealEstateEnvironmentalBenchmark2017methodologyagainst the
followingcriteria:

• Industrial,Warehouse–Externalareasenergyconsumptiondividedbyexternalarea(m2).

NometerswithintheCompanyhavemetcriteriaandthereforenointensitycalculationhasbeenundertaken.

Assurancestatement
TheGroup’sGHGemissionshavebeencalculatedandverifiedbyanindependentthird-partyinaccordancewiththe
principlesofISO14064.Afullcopyofthemethodologyused,includingscope,sourceordataandconversionfactors,is
availableuponrequest.

titLe Cont. = Continued
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TheDirectors’Report,preparedinaccordancewiththerequirementsoftheCompaniesAct2006andtheFCA’sListing
RulesandDisclosureGuidanceandTransparencyRules,comprisespages45to48,andincorporatestheCorporate
GovernanceStatementonpages27to32.Inaccordancewiths414c(11)oftheCompaniesAct2006,informationrequired
tobedisclosedinrespectoffuturedevelopmentsandprincipalrisksanduncertaintiesisincludedwithintheStrategic
Report.

PrincipalActivity
TheCompanyisaclosed-endedinvestmentcompanyandisaRealEstateInvestmentTrust.TheCompanyisaholding
companyoftwosubsidiaries.TheGroupinvestsinpropertiesinaccordancewiththeInvestmentPolicyandInvestment
Objective.

ChangeofName
TheCompany’snamewaschangedfromAEWUKLongLeaseREITplctoAlternativeIncomeREITplcon2March2020.

ResultsandDividends
TheinterimdividendspaidbytheCompanyaresetoutinNote9oftheConsolidatedFinancialStatements.Asummary
oftheGroup’sperformanceduringtheyear,significanteventsfollowingtheyearendandfuturedevelopmentsissetout
intheStrategicReportonpages1to25.

PriorYearRestatement
Thedirectorsconsidereditnecessarytocorrectcertainelementsofthecomparativeinformationforthedisclosuresin
respectoffutureminimumleaseincomewhichwasunderstatedby£7.57millionandanamountof£6.84millionwas
misclassifiedbetweentwotofiveyearsandmorethanfiveyears.

FurtherduringtheprocessofthepreparationoftheCompany’sfinancialstatementsfortheyearended30June2020,
itwasnotedthattheregisteredownerofSilverTrees,Nailsea,BristolwasAlternativeIncomeLimitedinsteadofthe
Company. Transactions relating to the property from the acquisition date of January 2019 to 30 June 2019 were
incorrectlyaccountedforinthebooksoftheCompany.Thiscorrectionrepresentsapriorperiodaccountingadjustment
whichhasthereforebeenaccountedforretrospectivelyinthefinancialstatements(seenote6oftheCompany’sfinancial
statementsfordetails).Thishasnoimpactontheconsolidatedfinancialstatements.

Directors
TheDirectorsinofficeatthedateofthisreportareshownonpage26.

PowerofDirectors
TheDirectors’powersaredeterminedbyUKlegislationandtheArticles.TheArticlesmaybeamendedbyaspecial
resolution of the members. The Directors may exercise all of the Company’s powers provided that the Articles or
applicablelegislationdonotstipulatethatanysuchpowersmustbeexercisedbythemembers.TheArticlesgovernthe
appointmentandreplacementofDirectors.

indemnityProvisions
SaveforsuchindemnityprovisionsintheCompany’sArticles,therearenoqualifyingthirdpartyindemnityprovisionsin
force.TheBoardhasagreedtoaprocedurebywhichDirectorsmayseekindependentprofessionaladviceifnecessary
andattheCompany’sexpense.TheCompanyhasalsoarrangedfortheappropriateprovisionofDirectors’andOfficers’
LiabilityInsurance.

goingConcern
TheGrouphasconsidereditscashflows,financialposition,liquiditypositionandborrowingfacilities.

TheGroup’sunrestrictedcashbalanceasat30June2020was£2.29million,ofwhich£1.9millionwasreadilyavailable
forpotentialinvestments.Asat30June2020,theGrouphadheadroomagainstitsborrowingcovenants.TheGroupis
permittedtoutiliseupto40%ofGAVmeasuredatdrawdownwithaLoantoGAVof37.0%asat30June2020.

A ‘severe but plausible downside’ scenario has also been projected. While rent collections have been strong, this
scenario anticipates further rent deferrals and write-offs where tenants would have difficulty paying rents from

directors’ report
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operationalcashflows.InthisscenariotheGroupstillhasadequateheadroomagainsttheinterestcovercovenantand
positivecashbalances.FurtherdetailoftheassumptionsmadeinassessingtheadaptionofGroup’sgoingconcern
basiscanbefoundinNote2.4.

TheGroupbenefitsfromasecure,diversifiedincomestreamfromleaseswhicharenotoverlyreliantonanyonetenant
orsector.Asaresult,theDirectorsbelievethattheGroupiswellplacedtomanageitsfinancingandotherbusiness
risks.TheDirectorsbelievethattherearecurrentlynomaterialuncertaintiesinrelationtotheGroup’sandCompany’s
abilitytocontinueforaperiodofatleast12monthsfromthedateofthesefinancialstatements.TheBoardis,therefore,
oftheopinionthatthegoingconcernbasisadoptedinthepreparationofthefinancialstatementsisappropriate.

ContinuationVote
AttheAnnualGeneralMeetingtobeheldin2022,theDirectorsshallproposeanordinaryresolutiontomembersthat
theCompanycontinuesinexistence.IftheresolutionispassedatsuchAnnualGeneralMeeting,thentheDirectors
shallproposethesameresolutionateveryfifthAnnualGeneralMeetingthereafter.

subsidiarycompanies
DetailsoftheCompany’ssubsidiariesaresetoutinNote17totheConsolidatedFinancialStatements.

ManagementArrangements
LanghamHallFundManagementLLPwasappointedastheGroup’sAIFMeffective9April2020,andthetermsofthe
AIFMAgreementaresetoutonpage50.M7wasappointedasInvestmentAdvisereffective14May2020,andM7’srole
istoprovidetheCompanywithadvice,supportandservicesincludingstrategy,debtadvisory,reporting,fundaccounting
andinvestmentadvisoryservicestogetherwithassetmanagement,operationaladvice,budgetingandplanningforthe
Group’s portfolio. M7 also has delegated authority to act within defined parameters and where decisions outside
pre-approvedcriteriaarerequired,specificapprovalwillbeagreedwiththeCompany.Furtherdetailscanbefoundin
Note21oftheGroup’sConsolidatedFinancialStatements.Between9April2020and14May2020,MasonOwenand
PartnersLimitedactedastheInvestmentAdviser.

Prior to 9 April, AEW UK Investment Management LLP was the Group’s Investment Manager and details of its
appointmentaresetoutinNote21oftheGroup’sConsolidatedFinancialStatements.

FinancialRiskManagement
ThefinancialriskmanagementobjectivesandpoliciescanbefoundinNote19totheConsolidatedFinancialStatements.

shareCapital
At30June2020,andasatthedateofthisreport,thereare80,500,000OrdinarySharesinissue,noneofwhichareheld
intreasury.

PurchaseofOwnshares
At theCompany’sAGMon5November2019, theCompanywasgrantedauthority topurchaseupto14.99%of the
Company’sOrdinarySharesinissue.Noshareshavebeenboughtbackunderthisauthorityduringtheyear,which
expiresat theconclusionof theCompany’s2020AGM.Aresolution torenewtheCompany’sauthority topurchase
(eitherforcancellationorforplacingintoTreasury)upto8,050,000OrdinaryShares(being10%oftheissuedOrdinary
Sharecapitalasatthedateofthisreport),willbeputtoshareholdersatthe2020AGM.Anypurchasewillbemadein
themarketandpriceswillbeinaccordancewiththetermslaidout intheNoticeofAGM(enclosedseparatelyand
availableontheCompany’swebsite).TheauthoritywillbeusedwheretheDirectorsconsiderittobeinthebestinterests
ofshareholders.

ChangeofControl
UndertheGroup’sfinancingfacilities,anychangeofcontrolattheborrowerorparentcompanylevelmaytriggera
repaymentoftheoutstandingamountstothelendingbanks.TheDirectorsdonotreceivecompensationforlossof
officeoccurringduetoachangeofcontrol.
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incomeentitlement
TheprofitsoftheCompanyavailablefordistributionanddeterminedtobedistributedshallbedistributedbywayof
interimorfinaldividendsamongtheholdersofOrdinaryShares.

Capitalentitlement
AftermeetingtheliabilitiesoftheCompanyonawinding-up,thesurpluscapitalandassetsshallbepaidtotheholders
ofOrdinarySharesanddistributedamongsuchholdersprorataaccording to thenominalcapitalpaidupon their
holdingsofOrdinaryShares.

Votingentitlement
Eachshareholderisentitledtoonevoteonashowofhandsand,onapoll,toonevoteforeveryOrdinaryShareheld.
TheNoticeofAGMandFormofProxystipulatethedeadlinesforthevalidexerciseofvotingrightsand,otherthanwith
regardtoDirectorsnotbeingpermittedtovotetheirOrdinarySharesonmattersinwhichtheyhaveaninterest.

TherearenorestrictionsconcerningthetransferofsecuritiesintheCompanyoronvotingrights;nospecialrightswith
regardtocontrolattachedtosecurities;noagreementsbetweenholdersofsecuritiesregardingtheirtransferknown
totheCompany;andnoagreementswhichtheCompanyispartytothatmightaffectitscontrolfollowingasuccessful
takeoverbid.

RequirementsofthelistingRules
ListingRule9.8.4requirestheCompanytoincludespecifiedinformationinasingleidentifiablesectionoftheannual
reportoracrossreferencetableindicatingwheretheinformationissetout.TheDirectorsconfirmthatthereareno
disclosuresrequiredinrelationtoListingRule9.8.4.

substantialshareholdings
Asat30June2020theCompanyhadbeennotifiedunderDisclosureGuidanceandTransparencyRule(‘DTR’)5ofthe
followingsignificantholdingsofvotingrightsinitsOrdinaryShares.Theseholdingsmayhavechangedsincenotification,
howevernotificationofanychangeisnotrequireduntilthenextapplicablethresholdiscrossed.

Shareholder
Number of Ordinary 

Shares held
% of Total  

Voting Rights

HawksmoorInvestmentManagementLimited 9,873,508 12.27

QuilterPLC 9,545,131 11.85

HeartwoodWealthManagementLimited 7,685,279 9.54

BrewinDolphinLimited 4,023,334 4.99

PremierMitonGroupPLC 4,000,000 4.97

CharlesStanleyGroupPLC 2,847,825 3.53

TheCompanyhasbeennotifiedofthefollowingchangestotheaboveinterestsasatthedateofthisReport:

Shareholder
Number of Ordinary 

Shares held
% of Total  

Voting Rights

HawksmoorInvestmentManagementLimited 10,559,396 13.11%

QuilterPLC 8,102,907 10.06%

RelatedPartytransactions
Relatedpartytransactionsduringtheperiodto30June2020canbefoundinNote21totheConsolidatedFinancial
Statements.

ResearchandDevelopment
Noexpenditureonresearchanddevelopmentwasmadeduringtheyear(2019:Nil).
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DonationsandContributions
Nopoliticalorcharitabledonationsweremadeduringtheyear(2019:Nil).

BranchesOutsidetheUK
TherearenobranchesofthebusinesslocatedoutsidetheUnitedKingdom.

AnnualgeneralMeeting
TheAnnualGeneralMeetingoftheCompanywillbeheldon26November2020at10amattheCompany’sregistered
office.

Contractsofsignificance
TherearenocontractsofsignificanceoftheCompanyorasubsidiaryinwhichaDirectorisorwasmateriallyinterested
ortowhichacontrollingshareholderwasaparty.

statementofDisclosureofinformationtoAuditor
SofaraseachDirectorisaware,thereisnorelevantinformation,whichwouldbeneededbytheGroup’sAuditorin
connectionwithpreparingtheirauditreport(whichappearsonpages52to58),ofwhichtheAuditorisnotaware;and
eachDirector,inaccordancewithsection418(2)oftheCompaniesAct2006,hastakenallreasonablestepsthathe
oughttohavetakenasaDirectortomakehimselfawareofanysuchinformationandtoensurethattheAuditorisaware
ofsuchinformation.

informationincludedinthestrategicReport
Theinformationthatfulfilsthereportingrequirementsrelatingtothefollowingmatterscanbefoundonthepages
identified.

Subject matter Page reference

Likelyfuturedevelopments 4to7

TheDirectors’ReporthasbeenapprovedbytheBoardofDirectorsandsignedonitsbehalfby:

Steve Smith 
Chairman

19October2020
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Inaccordancewithprovision30oftheUKCode,theDirectorshaveassessedtheprospectsoftheGroupoveraperiod
longerthanthe12monthsrequiredbythe‘GoingConcern’provisions.TheBoardhasconsideredthenatureofthe
Group’sassetsandliabilitiesandassociatedcashflowsandhasdeterminedthatthreeyears,upto30June2023,isa
realistictimescaleoverwhichtheperformanceoftheGroupcanbeforecastwithadegreeofaccuracyandsoisan
appropriateperiodoverwhichtoconsidertheGroup’sviability.

ConsiderationsinsupportoftheCompany’sviabilityoverthisthreeyearperiodinclude:
1. ThecurrentunexpiredtermundertheGroup’sdebtfacilitiesstandsat5.3years.

2. TheGroup’spropertyportfoliohadaWAULTtobreakof19.5yearsandaWAULTtoexpiryof21.6yearsasat30June
2020,representingasecureincomestreamfortheperiodunderconsideration.

3. Amajorproportionoftheleasescontainanannual,threeorfiveyearrentreviewpatternsandthereforethreeyears
allowfortheforecaststoincludethereversionarisingfrommostrentreviews.

ThethreeyearreviewconsiderstheCompany’scashflows,dividendcover,REITcomplianceandotherkeyfinancial
ratiosovertheperiod.InassessingtheCompany’sviability,theBoardhascarriedoutathoroughreviewoftheCompany’s
businessmodel,includingfutureperformance,liquidityandbankingcovenanttestsforathreeyearperiod.Inparticular
relatingtotheimpactoftheCOVID-19pandemic,theDirectorshaveassessedtheextentofanyoperationaldisruption;
potentialcurtailmentofrentalreceipts;potentialliquidityandworkingcapitalshortfalls;anddiminisheddemandfor
Company’s assets going forwards, in adopting a going concern preparation basis and in assessing the Company’s
longer-termviability.

These assessments are subject to sensitivity analysis, which involves flexing a number of key assumptions and
judgementsincludedinthefinancialprojections:

• TheanticipatedlevelofrentsdeferredorwrittenoffduetotheimpactoftheCOVID-19pandemic;

• Tenantdefault;

• Dividendpayments;and

• Propertyportfoliovaluationmovements.

BasedontheprudentassumptionswithintheCompany’sforecastsregardingrentdeferrals,tenantdefault,voidrates
andpropertyvaluationmovements,theDirectorsexpectthatoverthethreeyearperiodoftheirassessment:

• LTVcovenantswillnotbebreached–asat30September2020, theassetvaluationsandrental incomeof the
16properties9securedtoCanadaLifewouldhaveneededtofallby32%and33%respectivelybeforebreachingthe
LoantoValueandIncomeCovercovenantsrespectively;

• REITtestsarecompliedwith;and

• ThattheGroupandCompanywillbeabletocontinueinoperationandmeetitsliabilitiesastheyfalldueoverthe
threeyearperiodoftheirassessment.

ViABiLitY StAteMent
titLe Cont. =  

9 followingthesaleoftheWet‘n’WildWaterPark.
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informationDisclosuresundertheAiFMDirective
LanghamHallFundManagementLLP(the‘AIFM’)isauthorisedandregulatedbytheFCAasafullscopeAIFMand
providesitsservicestotheCompany.

TheCompanyhasappointedLanghamHallUKDepositaryLLP(the‘Depositary’)toactasthedepositarytotheCompany,
responsibleforcashmonitoring,assetverificationandoversightoftheCompany.

Under the AIFMD, the Company is required to make disclosures in relation to its leverage under the prescribed
methodologyoftheDirective.

Inprioryears,theleverageexposuresshownbelowhavebeencompletedusingGroup(includingallsubsidiary)figures,
however,inlinewiththeAIFMD,onlytheleverageexposuresoftheCompanyitself(i.e.excludingsubsidiariesfigures
unlessthereareguaranteesinplace)shouldbeincluded.Belowaretherestatedleverageexposurefiguresfor30June
2019alongwiththe30June2020figures.

leverage
TheAIFMDprescribestwomethodsforevaluatingleverage,namelythe‘GrossMethod’andthe‘CommitmentMethod’.
TheCompany’smaximumandactualleveragelevelsareasperbelow:

30 June 2020 30 June 2019

LeverageExposure GrossMethod CommitmentMethod GrossMethod CommitmentMethod

MaximumLimit 167.0% 167.0% 167.0% 167.0%

Actual 99.8% 100.0% 98.0% 100.0%

InaccordancewiththeAIFMD,leverageisexpressedasapercentageoftheCompany’sexposuretoitsNAVandadjusted
inlinewiththeprescribed‘Gross’and‘Commitment’methods.TheGrossmethodisrepresentativeofthesumofthe
Company’s positions after deducting cash balances and without taking into account any hedging and netting
arrangements.TheCommitmentmethodisrepresentativeofthesumoftheCompany’spositionwithoutdeducting
cashbalancesand taking intoaccountanyhedgingandnettingarrangements.For thepurposesofevaluating the
methodsabove,theCompany’spositionsprimarilyreflectitsNAV.

Remuneration
TheAIFMhasadoptedaremunerationpolicywhichaccordswiththeprinciplesestablishedbyAIFMD.

AIFMD Remuneration Code Staff includes the members of the AIFM’s Management Committee, those performing
ControlFunctions,DepartmentHeads,RiskTakersandothermembersofstaffthatexertmaterialinfluenceonthe
AIFM’sriskprofileortheAlternativeInvestmentFundsitmanages.

Staffareremuneratedinaccordancewiththekeyprinciplesofthefirm’sremunerationpolicy,whichinclude(1)promoting
soundriskmanagement; (2)supportingsustainablebusinessplans; (3)remunerationbeing linkedtonon-financial
criteriaforControlFunctionstaff;(4)incentivisestaffperformanceoverlongerperiodsoftime;(5)awardingguaranteed
variableremunerationonly inexceptionalcircumstances;and (6)havinganappropriatebalancebetween fixedand
variableremuneration.

Asrequiredundersection‘Fund3.3.5.R(5)’oftheInvestmentFundSourcebook,thefollowinginformationisprovidedin
respectofremunerationpaidbytheAIFMtoitsstaff.Theinformationprovidedbelowisprovidedfortheyearfrom1July
2019to30June2020,whichis inlinewiththemostrecentfinancialreportingoftheAIFM,andrelatestothetotal
remunerationoftheentirestaffoftheAIFM.

Totalremunerationpaidtoemployeesduringfinancialyear:
Year ended

30 June 2020

Headcount Remuneration (£)

Fixedremuneration 6 223,338

Variableremuneration 6 64,000

LanghamHallFundManagementLLP

19October2020

information disclosures under the AiFM directive
titLe Cont. =  
YeAR end =  
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statementofDirectors’ResponsibilitiesinrespectoftheAnnualReportandtheConsolidatedFinancial
statements
TheDirectorsareresponsibleforpreparingtheAnnualReportandtheGroupandparentCompanyFinancialStatements
inaccordancewithapplicablelawandregulations.

CompanylawrequirestheDirectorstoprepareGroupandparentCompanyfinancialstatementsforeachfinancialyear.
UnderthatlawtheyarerequiredtopreparetheGroupfinancialstatementsinaccordancewithInternationalFinancial
ReportingStandardsasadoptedbytheEuropeanUnion(IFRSsasadoptedbytheEU)andapplicablelawandhave
electedtopreparetheparentCompanyfinancialstatementsinaccordancewithUKaccountingstandards,including
FRS101ReducedDisclosureFramework.

UndercompanylawtheDirectorsmustnotapprovethefinancialstatementsunlesstheyaresatisfiedthattheygivea
trueandfairviewofthestateofaffairsoftheGroupandparentCompanyandoftheirprofitorlossforthatperiod.In
preparingeachoftheGroupandparentCompanyfinancialstatements,theDirectorsarerequiredto:

• selectsuitableaccountingpoliciesandthenapplythemconsistently;
• makejudgementsandestimatesthatarereasonable,relevant,reliableandprudent;
• fortheGroupfinancialstatements,statewhethertheyhavebeenpreparedinaccordancewithIFRSsasadoptedby

theEUsubjecttoanymaterialdeparturesdisclosedandexplainedinthefinancialstatements;
• for the parent Company financial statements, state whether applicable UK accounting standards have been

followed,subjecttoanymaterialdeparturesdisclosedandexplainedintheparentCompanyfinancialstatements;
• assesstheGroupandparentCompany’sabilitytocontinueasagoingconcern,disclosing,asapplicable,matters

relatedtogoingconcern;and
• usethegoingconcernbasisofaccountingunlesstheyeitherintendtoliquidatetheGrouportheparentCompany,

ortoceaseoperations,orhavenorealisticalternativebuttodoso.

TheDirectorsareresponsibleforkeepingadequateaccountingrecordsthataresufficienttoshowandexplaintheparent
Company’stransactionsanddisclosewithreasonableaccuracyatanytimethefinancialpositionoftheparentCompany
andenablethemtoensurethatitsfinancialstatementscomplywiththeCompaniesAct2006.Theyareresponsiblefor
suchinternalcontrolastheydetermineisnecessarytoenablethepreparationoffinancialstatementsthatarefreefrom
materialmisstatement,whetherdue to fraudorerror,andhavegeneral responsibility for takingsuchstepsasare
reasonablyopentothemtosafeguardtheassetsoftheGroupandtopreventanddetectfraudandotherirregularities.
Underapplicablelawandregulations,theDirectorsarealsoresponsibleforpreparingaStrategicReport,Directors’Report,
Directors’RemunerationReportandCorporateGovernanceStatementthatcomplieswiththatlawandthoseregulations.
TheDirectorsareresponsibleforthemaintenanceandintegrityofthecorporateandfinancialinformationincludedon
theGroup’swebsite.LegislationintheUKgoverningthepreparationanddisseminationoffinancialstatementsmay
differfromlegislationinotherjurisdictions.

ResponsibilitystatementoftheDirectorsinrespectoftheAnnualReportandtheConsolidatedFinancial
statements
Weconfirmthattothebestofourknowledge:
• theFinancialStatements,preparedinaccordancewiththeapplicablesetofaccountingstandards,giveatrueand

fairviewoftheassets,liabilities,financialpositionandprofitorlossoftheCompanyandtheundertakingsincluded
intheconsolidationtakenasawhole;and

• theStrategicReportincludesafairreviewofthedevelopmentandperformanceofthebusinessandtheposition
oftheissuerandtheundertakingsincludedintheconsolidationtakenasawhole,togetherwithadescriptionof
theprincipalrisksanduncertaintiesthattheyface.

• weconsidertheAnnualReportandtheFinancialStatements,takenasawhole,isfair,balancedandunderstandable
andprovidestheinformationnecessaryforshareholderstoassesstheGroup’spositionandperformance,business
modelandstrategy.

OnbehalfoftheBoard

Steve Smith 
Chairman

19October2020

directors’ Responsibilities Statement
titLe Cont. =  
YeAR end =  
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Independentauditor’sreport
TITLECONT.=
YEAREND=

1. Our opinion is unmodified

We have audited the financial statements of Alternative
Income REIT plc (“the Company”) for the year ended 30 
June 2020 which comprise the Consolidated Statement 
of Comprehensive Income, Consolidated Statement of
Financial Position, Consolidated Statement of Changes in
Equity, Consolidated Statement of Cash flows, the
Company’s Statement of Financial Position, the
Company’s Statement of Changes in Equity, and the
related notes, including the accounting policies.
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 affairs as at 30 June 2020 and of the 
Group’s loss for the year then ended;  

— the Group financial statements have been properly 
prepared in accordance with International Financial 
Reporting Standards as adopted by the European 
Union (IFRSs as adopted by the EU); 

— the parent Company financial statements have been 
properly prepared in accordance with UK accounting 
standards, including FRS 101 Reduced Disclosure 
Framework; and 

— the financial statements have been prepared in 
accordance with the requirements of the Companies 
Act 2006 and, as regards the Group financial 
statements, Article 4 of the IAS Regulation.

Basis for opinion 

We conducted our audit in accordance with 
International Standards on Auditing (UK) (“ISAs (UK)”) 
and applicable law. Our responsibilities are described 
below. We believe that the audit evidence we have 
obtained is a sufficient and appropriate basis for our 
opinion. Our audit opinion is consistent with our report 
to the audit committee. 

We were first appointed as auditor by the Directors on 22 
November 2017. The period of total uninterrupted 
engagement is for the 3 financial years ended 30 June 2020. 
We have fulfilled our ethical responsibilities under, and we 
remain independent of the Group in accordance with, UK 
ethical requirements including the FRC Ethical Standard as 
applied to listed public interest entities. No non-audit 
services prohibited by that Standard were provided.

Independent auditor's report 

to the members of Alternative Income REIT plc 

Overview

Materiality: 
Group financial 
statements as a 
whole

£1.1m (2019:£1.2m)

1% (2019: 1% of total assets]

Lower materiality 
applied to certain 
items

£220,000 (2019: £217,000)
Applied to rental income, 

management fees and finance 
expenses

Key audit matters  vs 2019

Group Valuation of investment 
properties (including 
Held for Sale assets)

▲

Going Concern ▲

The impact of 
uncertainties due to 
the UK exiting the 
European Union on our 
audit

◄►

Parent Company Recoverability of 
investment in 
subsidiary 
undertakings

◄►
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TITLECONT.=continued

2. Emphasis of matter – uncertain valuation of investment property

We draw attention to note 10 to the financial statements which states that the valuations of 15 of the investment properties at the
reporting date (amounting to a value of £83 million) are subject to ‘material valuation uncertainty’ due to the potential economic effect of 
the coronavirus pandemic. Consequently, more subjectivity is associated with the valuation of investment property than would normally 
be the case. Our opinion is not modified in respect of this matter
We identified the valuation of investment properties as a key audit matter (see section 3 of this report)

3. Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial statements 
and include the most significant assessed risks of material misstatement (whether or not due to fraud) identified by us, including those 
which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the 
engagement team. We summarise below the key audit matters, (unchanged from the prior year), in decreasing order of audit significance, 
in arriving at our audit opinion above, together with our key audit procedures to address those matters and, as required for public interest 
entities, our results from those procedures. These matters were addressed, and our results are based on procedures undertaken, in the 
context of, and solely for the purpose of, our audit of the financial statements as a whole, and in forming our opinion thereon, and 
consequently are incidental to that opinion, and we do not provide a separate opinion on these matters.

[We continue to perform procedures over [identify key audit matter]. However, following [explain why risk is less significant this year], we 
have not assessed this as one of the most significant risks in our current year audit and, therefore, it is not separately identified in our report 
this year. ]

The risk Our response

Group level - Valuation of 
investment properties (including 
Held for Sale assets held at fair 
value) (£100 million; 2019: 
£112m)

Refer to page 33 (Audit Committee 
Report), page 66 (accounting 
policy) and page 71 (financial 
disclosures).

Subjective valuation

Investment property represents 91% (2019: 94%) of the 
gross assets of the Group. The portfolio comprises 19 
(2019: 19) properties which are valued by a qualified 
external valuer. 

Each property’s fair value will be impacted by a number 
of factors, but in particular the future rental income and 
market yields applied thereto, which in turn are 
impacted by the location, quality and condition of the 
building and the tenant covenant.

Whilst comparable market transactions provide good 
valuation evidence, the individual nature of each 
property means that valuations involve significant levels 
of judgement.

The impact of the coronavirus pandemic in 2020 has 
meant that, excluding the 4 industrial properties, the 
external valuations are subject to “material valuation 
uncertainty” as per VPGA 10 of the RICS Valuation –
Global Standards and as such less certainty, and a higher 
degree of caution, should be placed on the valuation.

The effect of these matters is that, as part of our risk 
assessment, we determined that the valuation of 
investment properties has a high degree of estimation 
uncertainty, with a potential range of reasonable 
outcomes greater than our materiality for the financial 
statements as a whole and possibly many times that 
amount.

Disclosure quality

The financial statements (note 10) disclose the 
sensitivity of the valuations to changes in the key input 
as estimated by the Directors. 

The Directors’ assessment of the extent of the 
disclosure is based on an evaluation of the inherent 
risks to the valuation, including the possible economic 
effect of the coronavirus pandemic. 

The risk for our audit is whether or not those disclosures 
adequately address the uncertainties within the 
valuation, and if so, whether those uncertainties are 
fundamental to the users’ understanding of the financial 
statements.   

Our procedures, assisted by our own property valuation
specialist (For procedures 1, 2 and 3), included:

1. Assessing valuer’s credentials: assessing the
external valuer’s objectivity, professional
qualifications and capabilities through discussions
with the valuer and reading their valuation report
and terms of engagement.

2. Assessing methodology choice: critically assessing
whether the valuation report and the valuation
methodology adopted is in accordance with the
RICS Valuation Professional Standards ‘the Red
Book’ and IFRS 13 Fair Value Measurements.

3. Challenging key valuation inputs: For a sample of
properties - selected using various criteria including
the value of the property and its correlation with
movements in market values - we challenged the
key assumptions upon which these valuations were
based, in particular including those relating to
market rents and market yields. We informed our
challenge using our understanding of the real
estate market and industry benchmarks. We
considered the evidence then provided to us.

4. Considering adequacy of disclosure: assessing
whether the Group’s disclosures about the key
assumptions - and sensitivity thereto -
adequately reflects the related risks, particularly
as regards the material uncertainty reported by
the external valuer.

Our results

We concluded that the valuation of investment
properties and the disclosures of the associated level of
uncertainty are acceptable (2019: acceptable).

We have included an emphasis of matter in respect of
the material uncertainty in the valuation in section 2 of
this report (2019: no material uncertainty).
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3. Key audit matters: our assessment of risks of material misstatement (continued)

[We continue to perform procedures over [identify key audit matter]. However, following [explain why risk is less significant this year], we 
have not assessed this as one of the most significant risks in our current year audit and, therefore, it is not separately identified in our report 
this year. ]

The risk Our response

Group level - Going Concern

Refer to page 49 (Viability 
statement) and page 64 (financial 
disclosures).

Disclosure quality

The financial statements explain how the 
Board has formed a judgement that it is 
appropriate to adopt a going concern basis of 
preparation for the Group and Parent 
Company.

That judgement is based on an evaluation of 
the inherent risks to the Group’s and 
Company’s business model and how those risks 
might affect the Group’s and Company’s 
financial resources or ability to continue 
operations over a period of at least a year from 
the date of approval of the financial 
statements.

Given the significant impact of the COVD-19 
pandemic, the risks most likely to adversely 
affect the Group’s and Company’s available 
financial resources over this period were:

- Tenant default and significant reduction in 
rent collections impacting cash flow and 
earnings;

- Significant reduction in property values; 
and

- Consequential compliance with loan 
covenants; and

This risk for our audit was whether or not 
those risks were such that they amounted to 
material uncertainty that cast significant doubt 
about the ability to continue as a going 
concern. Had they been such, then that fact 
would have been required to be disclosed.

Our procedures included: 

1. Funding assessment: Analysing the Group’s financing 
terms and reviewing Directors’ forecasts and assumptions 
for ongoing covenant compliance and available 
headroom;

2. COVID-19 knowledge:  Considering the Director’s 
assessment of COVID-19 related sources of risk for the 
Group’s business and financial resources compared with 
our own understanding of the risks. This included 
assessing the possibility of tenant default and the impact 
on rent collections for cash flow purposes, the impact of a 
significant reduction in property values and the ability of 
the Group to comply with the loan covenants;

3. Sensitivity analysis: Considering sensitivities over the 
level of available financial resources and the potential 
impact on the Group’s loan covenants, indicated by the 
Group’s financial forecast taking account of severe but 
plausible adverse effects that could arise from these risks 
individually and collectively such as a further reduction in 
rent collections, a fall in real estate values and a gradual 
recovery in relation to these factors following a second 
lockdown as a result of the COVID-19 pandemic.

4. Assessing transparency: Assessing the completeness and 
accuracy of the matters covered in the going concern 
disclosures and whether they reflect the position of the 
Group’s financing and the risks associated with the 
Group’s ability to continue as a going concern.

Our results

We found the going concern disclosure, without any material 
uncertainty, to be acceptable (2019: acceptable).

Group level - The impact of 
uncertainties due to the UK 
exiting the European Union 
on our audit

Refer to page 25 (Principal Risks 
and Uncertainties).

Unprecedent levels of uncertainty

All audits assess and challenge the 
reasonableness of estimates, in particular as 
described in the valuationof investment 
properties and related disclosures and the 
appropriateness of the going concern basis 
of preparation of the financial statements 
(see above).

All of these depend on assessments of the 
future economic environment and the 
Group’s future prospects and performance.

We have developed a standardised firm-wide approach to the 
consideration of the uncertainties arising from Brexit in 
planning and performing our audits. Our procedures included:

1. Our Brexit knowledge: We considered the Directors’
assessment of Brexit-related sources of risk for the
Group’s business and financial resources compared
with our own understanding of the risks. We
considered the Directors’ plans to take action to
mitigate the risks;

2. Sensitivity analysis: When addressing valuation of
investment property, disclosures in relation to going
concern and other areas that depend on forecasts, we
compared the Directors’ analysis to our assessment of
the full range of reasonably possible scenarios that
could arise individually and collectively such as a
further reduction in rent collections and a fall in real
estate valuation as described in the Going Concern
KAM; and
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3. Key audit matters: our assessment of risks of material misstatement (continued)

The risk Our response

Group level - The impact of 
uncertainties due to the UK exiting 
the European Union on our audit 
(continued)

In addition, we are required to consider the 
other information presented in the Annual 
Report including the principal risks 
disclosure and the viability statement and to 
consider the Directors’ statement that 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 and 
performance, business model and strategy.

Brexit is one of the most significant economic 
events for the UK and its effects are subject 
to unprecedented levels of uncertainty of 
consequences, with the full range of possible 
effects unknown.

3.  Assessing transparency: As well as assessing
individual disclosures as part of our procedures
on valuation of investment property and 
disclosures in relation to going concern we 
considered all of the Brexit related disclosures 
together, including those in the strategic report, 
comparing the overall picture against our 
understanding of the risks.

Our results 

As reported under the Valuation of Investment 
Properties KAM and Going Concern KAM, we found the 
resulting estimates and related disclosures of valuation 
of investment property and disclosures in relation to 
going concern to be acceptable. 

However, no audit should be expected to predict the 
unknowable factors or all possible future implications 
for a company and this is particularly the case in 
relation to Brexit.

Parent Company level –
Recoverability of investment in 
subsidiary undertakings

Refer to page 84 (financial disclosures).

Recoverability of investment in subsidiary 
undertakings

The carrying amount of the parent 
Company’s investment in its subsidiary 
represents 89% (2019: 87%) of the 
Company’s total assets. Their recoverability 
is not at a high risk of significant 
misstatement or subject to significant 
judgement. However, due to its materiality 
in the context of the parent Company 
financial statements, this is considered to be 
the area that will have the greatest effect on 
our overall Parent Company audit.

Our procedures included:

1. Test of Detail: Compare the carrying amount of
the investment with the subsidiary’s balance
sheet to identify whether its net assets, being
an approximation of its minimum recoverable
amount, is in excess to its carrying amount.

Our results 

We found the carrying amount of the investment in the 
subsidiary to be acceptable (2019: acceptable).

Refer to page 25 (Principal Risks 
and Uncertainties)
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100

4.  Our application of materiality and an overview of the scope of our
audit

Materiality for the financial statements as a whole was set at £1.1
million (2019: £1.2 million), determined with reference to a benchmark
of total assets, of which it represents 1% (2019: 1%).

In addition, we applied a lower materiality of £222,000 (2019: 
£220,000) to rental income, management fees and finance expense, for
which we believe misstatement of lesser amounts than materiality for 
the financial statements as a whole can be reasonably expected to
influence the Group’s members’ assessment of the financial
performance of the Group.

Materiality for the parent Company financial statements as a whole was 
set at £0.8 million (2019: £0.8 million), determined with reference to a 
benchmark of Company total assets, of which it represents 1% (2019: 
1%).

We agreed to report to the Audit Committee any corrected or
uncorrected identified misstatements exceeding £54,000 (2019: 
£58,000) or £11,000 (2019: £10,000) for misstatements of accounts
audited to the lower materiality, in addition to other identified
misstatements that warranted reporting on qualitative grounds.

Our audit of the Group, including the parent Company audit, was
undertaken to the materiality levels specified above as if it was a single
aggregated set of financial information and was performed by a single 
audit team.

5. We have nothing to report on going concern

The Directors have prepared the financial statements on the going
concern basis as they do not intend to liquidate the Company or the 
Group or to cease their operations, and as they have concluded that
the Company’s and the Group’s financial position means that this is
realistic. They have also concluded that there are no material
uncertainties that could have cast significant doubt over their ability to
continue as a going concern for at least a year from the date of 
approval of the financial statements (“the going concern period”).
Our responsibility is to conclude on the appropriateness of the
Directors’ conclusions and, had there been a material uncertainty
related to going concern, to make reference to that in this audit report.
However, as we cannot predict all future events or conditions and as
subsequent events may result in outcomes that are inconsistent with
judgements that were reasonable at the time they were made, the
absence of reference to a material uncertainty in this auditor's report is 
not a guarantee that the Company and the Group will continue in
operation.
We identified going concern as a key audit matter (see section 3 of this
report). Based on the work described in our response to that key audit
matter, we are required to report to you if:
• we have anything material to add or draw attention to in relation

to the Directors’ statement in Note 2 to the financial statements on
the use of the going concern basis of accounting with no material
uncertainties that may cast significant doubt over the Company’s
use of that basis for a period of at least twelve months from the
date of approval of the financial statements; or

• the related statement under the Listing Rules set out on page 47 is
materially inconsistent with our audit knowledge.

We have nothing to report in these respects.

£1.1m
Whole financial
statements materiality
(2019: £1.2m)

£0.8m
Parent Company financial 
statements materiality
(2019: £0.8m)

£54,000
Misstatements reported to the 
audit committee (2019: £58,000)

Total Assets
£111m (2019: £119m)

Group Materiality
£1.1m (2019: £1.2m)

Total Assets
Group materiality

Group loss before tax

Group total assets 

100%

100%

Group revenue

100

(2019: 100%)

(2019: 100%)

Key: Full scope for Group audit purposes 2020

Full scope for Group audit purposes 2019

100

100

100%
(2019: 100%)

100
100
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6.   We have nothing to report on the other information in the 
Annual Report

The Directors are responsible for the other information 
presented in the Annual Report together with the financial 
statements. Our opinion on the financial statements does not 
cover the other information and, accordingly, we do not express 
an audit opinion or, except as explicitly stated below, any form of 
assurance conclusion thereon.  
Our responsibility is to read the other information and, in doing 
so, consider whether, based on our financial statements audit 
work, the information therein is materially misstated or 
inconsistent with the financial statements or our audit 
knowledge. Based solely on that work we have not identified 
material misstatements in the other information.
Strategic report and Directors’ report

Based solely on our work on the other information:  
— we have not identified material misstatements in the 

strategic report and the Directors’ report; 
— in our opinion the information given in those reports for the 

financial year is consistent with the financial statements; and  
— in our opinion those reports have been prepared in 

accordance with the Companies Act 2006.
Directors’ remuneration report 

In our opinion the part of the Directors’ remuneration report to 
be audited has been properly prepared in accordance with the 
Companies Act 2006.
Disclosures of emerging and principal risks and longer-term 
viability 

Based on the knowledge we acquired during our financial 
statements audit, we have nothing material to add or draw 
attention to in relation to:
— the Directors’ confirmation within the viability statement 

page 49 that they have carried out a robust assessment of 
the emerging and principal risks facing the Group, including 
those that would threaten its business model, future 
performance, solvency and liquidity;

— the Principal Risks and Uncertainties disclosures describing 
these risks and explaining how they are being managed and 
mitigated; and  

— the Directors’ explanation in the viability statement of how 
they have assessed the prospects of the Group, over what 
period they have done so and why they considered 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.  

Under the Listing Rules we are required to review the viability 
statement.  We have nothing to report in this respect. 

Our work is limited to assessing these matters in the context of 
only the knowledge acquired during our financial statements 
audit.  As we cannot predict all future events or conditions and as 
subsequent events may result in outcomes that are inconsistent 
with judgments that were reasonable at the time they were 
made, the absence of anything to report on these statements is 
not a guarantee as to the Group’s and Company’s longer-term 
viability.
Corporate governance disclosures 

We are required to report to you if:
— we have identified material inconsistencies between the 

knowledge we acquired during our financial statements audit 
and the Directors’ statement that they consider that 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 and performance, business model and strategy; or  

— the section of the annual report describing the work of the 
Audit Committee does not appropriately address matters 
communicated by us to the Audit Committee.

We are required to report to you if the Corporate Governance 
Statement does not properly disclose a departure from the 
provisions of the UK Corporate Governance Code specified by the 
Listing Rules for our review. 
We have nothing to report in these respects.  

7. We have nothing to report on the other matters on which we 
are required to report by exception

Under the Companies Act 2006, we are required 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 and the part of the 
Directors’ Remuneration Report to be audited 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.

We have nothing to report in these respects.
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8.  Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page 51,
the Directors are responsible for: the preparation of the financial
statements including being satisfied that they give a true and fair 
view; such internal control as they determine is necessary to
enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; assessing
the Group and 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 
they 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

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 other irregularities (see
below), or error, and to issue our opinion in an auditor’s report.
Reasonable assurance is a high level of assurance, but does not
guarantee that an audit conducted in accordance with ISAs (UK)
will always detect a material misstatement when it exists. 
Misstatements can arise from fraud, other irregularities 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 the financial statements.
A fuller description of our responsibilities is provided on the
FRC’s website at www.frc.org.uk/auditorsresponsibilities. 
Irregularities – ability to detect
We identified areas of laws and regulations that could reasonably
be expected to have a material effect on the financial statements
from our general commercial and sector experience through
discussion with the Directors and other management (as
required by auditing standards), and from inspection of the
Group’s regulatory and legal correspondence and discussed with
the Directors and other management the policies and procedures
regarding compliance with laws and regulations. We
communicated identified laws and regulations throughout our 
team and remained alert to any indications of non-compliance 
throughout the audit.
The potential effect of these laws and regulations on the financial
statements varies considerably.
Firstly, the Group is subject to laws and regulations that directly
affect the financial statements including financial reporting 
legislation (including related companies legislation), distributable
profits legislation and taxation legislation and we assessed the
extent of compliance with these laws and regulations as part of
our procedures on the related financial statement items.

Secondly, the Group is subject to many other laws and 
regulations where the consequences of non-compliance could 
have a material effect on amounts or disclosures in the financial 
statements, for instance through the imposition of fines or 
litigation. We identified the following areas as those most likely 
to have such an effect: Landlord and Tenant act, anti-bribery, 
employment law, REIT legislation, regulatory capital and liquidity 
and certain aspects of company legislation recognising the 
financial nature of the Group’s activities and its legal form. 
Auditing standards limit the required audit procedures to identify 
non-compliance with these laws and regulations to enquiry of the 
Directors and other management and inspection of regulatory 
and legal correspondence, if any. These limited procedures did 
not identify any actual or suspected non-compliance. 

Owing to the inherent limitations of an audit, there is an 
unavoidable risk that we may not have detected some material 
misstatements in the financial statements, even though we have 
properly planned and performed our audit in accordance with 
auditing standards. For example, the further removed non-
compliance with laws and regulations (irregularities) is from the 
events and transactions reflected in the financial statements, the 
less likely the inherently limited procedures required by auditing 
standards would identify it.  In addition, as with any audit, there 
remained a higher risk of non-detection of irregularities, as these 
may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal controls. We are 
not responsible for preventing non-compliance and cannot be 
expected to detect non-compliance with all laws and regulations.

9. The purpose of our audit work and to whom we owe our
responsibilities

This report is made solely to the 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 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 Company and the
Company’s members, as a body, for our audit work, for this
report, or for the opinions we have formed.

Matthew Williams (Senior Statutory Auditor)  
for and on behalf of KPMG LLP, Statutory Auditor 
Chartered Accountants  
15 Canada Square
London E14 5GL
19 October 2020
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Notes

 Year ended  
30 June 2020  

£000

 Year ended  
 30 June 2019 

£000

Income

Rentalandotherincome 3 7,810 6,907

Propertyoperatingexpense 4 (515) (162)

Net rental and other income 7,295 6,745

Otheroperatingexpenses 4 (1,492) (1,164)

Operating profit before fair value changes 5,803 5,581

Changeinfairvalueofinvestmentproperties* 10 (9,411) (174)

Operating (loss)/profit (3,608) 5,407

Financeexpense 6 (1,442) (1,174)

(Loss)/profit before tax (5,050)  4,233

Taxation 7 – –

(Loss)/profit after tax (5,050) 4,233

Othercomprehensiveincome – –

Total comprehensive (loss)/profit for the year (5,050) 4,233

(Loss)/earnings per share (pence per share) (basic and diluted) 8 (6.27)  5.26

Thenotesonpages63to80formanintegralpartoftheseConsolidatedFinancialStatements.

Financial Statements
ConsolidatedStatementofComprehensiveIncome
titLe Cont. =  
YEAREND=Fortheyearended30June2020
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Notes
 30 June 2020  

£000
 30 June 2019  

£000

Assets

Non-current Assets

Investmentproperty 10 100,273 112,562

100,273 112,562

Current Assets

Receivablesandprepayments 11 5,417 1,154

Cashandcashequivalents 2,288 5,519

7,705 6,673

Non-currentassetsheldforsale 16 2,734 -

Total Assets 110,712 119,235 

Non-current Liabilities

Interestbearingloansandborrowings 13 40,417 40,314

Leaseobligations 14 373 482

40,790 40,796 

Current Liabilities

Payablesandaccruedexpenses 12 2,595 2,083

Leaseobligations 14 41 35

2,636 2,118

Total Liabilities 43,426 42,914 

Net Assets 67,286 76,321 

Equity

Sharecapital 18 805 805

Capitalreserveandretainedearnings 66,481 75,516

Total capital and reserves attributable to equity holders 
of the Group

67,286 76,321 

Net Asset Value per share (pence per share) 8  83.58  94.81 

Thenotesonpages63to80formanintegralpartoftheseConsolidatedFinancialStatements.

Thefinancialstatementsonpages59to87wereapprovedbytheBoardofDirectorson19October2020andweresignedonitsbehalf
by:

STEVE SMITH, CHAIRMAN

Companynumber:10727886

ConsolidatedStatementofFinancialPosition
titLe Cont. =  
YEAREND=Asat30June2020
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Notes

Share
capital

£000

Share 
premium

account
£000

Capital
reserve and

retained 
earnings

£000

Total capital
and reserves

attributable
to equity

holders of
the Group

£000

For the year ended 30 June 2020
Balance as at 1 July 2019  805  –  75,516  76,321 

Totalcomprehensiveloss – – (5,050) (5,050)

Dividendspaid 9 – – (3,985) (3,985)

Balance as at 30 June 2020  805  –  66,481  67,286 

For the year ended 30 June 2019
Balance as at 1 July 2018  805  –  75,617 76,422 

Totalcomprehensiveincome – – 4,233 4,233

Shareissuecosts – – (7) (7)

Dividendspaid 9 – – (4,327) (4,327)

Balance as at 30 June 2019  805  –  75,516  76,321 

Thenotesonpages63to80formanintegralpartoftheseConsolidatedFinancialStatements.

Consolidatedstatementofchangesinequity
TITLECONT.=
YEAREND=Fortheyearended30June2020
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 Year ended  
30 June 2020 

£000

 Year ended  
30 June 2019 

£000

Cash flows from operating activities 

(Loss)/profitaftertax (5,050) 4,233

Adjustment for non-cash items

Financeexpenses 1,442 1,174

Lossfromchangeinfairvalueofinvestmentproperty 9,411 174

(Increase)/decreaseinotherreceivablesandprepayments (4,262) 280

Increase/(decrease)inotherpayablesandaccruedexpenses 694 (482)

Net cash flow generated from operating activities 2,235 5,379

Cash flows from investing activities

Purchaseofinvestmentproperties – (13,276)

Net cash used in investing activities  – (13,276)  

Cash flows from financing activities

Shareissuecosts – (7)

Loandrawdown – 11,000

Releaseofrestrictedcash – 1,362

Loanarrangementfees – (210)

Financecostspaid (1,435) (1,012)

Dividendspaid (4,031) (4,311)

Net cash (used in)/generated from financing activities (5,466)  6,822

Netdecreaseincashandcashequivalents (3,231) (1,075)

Cash and cash equivalents at start of period 5,519 6,594

Cash and cash equivalents at end of period 2,288 5,519

Thenotesonpages63to80formanintegralpartoftheseConsolidatedFinancialStatements.

ConsolidatedStatementofCashFlows
TITLECONT.=
YEAREND=Fortheyearended30June2020
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1. CORPORATE INFORMATION

TheCompanyisapubliclimitedcompanyandaclosedendedRealEstateInvestmentTrust(‘REIT’)incorporatedon18April2017and
domiciledintheUKandisregisteredinEnglandandWales.TheregisteredofficeoftheCompanyislocatedat1KingWilliamStreet,
London,UnitedKingdom,EC4N7AF.

TheCompanychangeditsnamefromAEWUKLongLeaseREITPlctoAlternativeIncomeREITPlcduringtheyear.

TheCompany’sOrdinaryShareswerelistedontheOfficialListoftheFCAandadmittedtotradingontheMainMarketoftheLondon
StockExchangeon6June2017.

ThenatureoftheGroup’soperationsanditsprincipalactivitiesaresetoutintheStrategicReportonpages1to25.

2. ACCOUNTING POLICIES

2.1 Basis of preparation

TheseConsolidatedFinancialStatementsarepreparedandapprovedbytheDirectorsinaccordancewithInternationalFinancial
ReportingStandards(‘IFRS’)andinterpretationsissuedbytheInternationalAccountingStandardsBoard(‘IASB’)asadoptedbythe
EuropeanUnion(‘EUIFRS’).

TheseConsolidatedFinancialStatementshavebeenpreparedunderthehistorical-costconvention,exceptforinvestmentproperty
thathasbeenmeasuredatfairvalue.

TheConsolidatedFinancialStatementsarepresentedinSterlingandallvaluesareroundedtothenearestthousandpounds(£’000),
exceptwhenotherwiseindicated.

Basis of consolidation

TheConsolidatedFinancialStatementsincorporatethefinancialstatementsofAlternativeIncomeREITPlcanditssubsidiaries(the
‘Group’).SubsidiariesareentitiescontrolledbytheCompany,beingAlternativeIncomeLimited(previouslyknownasAEWUKLong
Lease REIT 2017 Limited) and Alternative Income REIT Holdco Limited (previously known as AEW UK Long Lease REIT Holdco
Limited).

New standards, amendments and interpretations

ThefollowingnewstandardsandamendmentstoexistingstandardshavebeenpublishedandapprovedbytheEU.TheGrouphas
appliedthefollowingstandardsfrom1July2019,withtheyearended30June2020beingthefirstyearendreportedunderthe
standards:

IFRS16Leases.IFRS16specifieshowanIFRSreporterwillrecognise,measure,presentanddiscloseleasingarrangements.The
newstandardresultsinalmostallleasesheldaslesseebeingrecognisedonthebalancesheet,asthedistinctionbetweenoperating
andfinanceleasesisremoved.However,IFRS16hasnotimpactedoperatingleasesheldbytheGroupwheretheGroupislessor.

Upon adoption of IFRS 16, the accounting treatment of leases previously classified as finance leases (including ground leases
classifiedasinvestmentproperty)remainedunchangedandtherehavebeennomeasurementchangestothefinanceleaseliability
or the leasedasset.A reconciliationof thepresentationunder IFRS16versus IAS17hasnotbeenpresented,as therewasan
immaterialimpactonthenetassets.Therewerenonewleaseliabilitiesarisingduringtheyear.

Accordingly,comparativeamountshavenotbeenrestated.

Thefollowinghavealsobeenconsidered,buthavehadnoimpactontheGroupforthereportingperiod:

• IFRIC23,UncertaintyoverIncomeTaxTreatments

• AmendmentstoIAS28LongTermInterestsinAssociatesandJointVentures;and

• AmendmentstoIAS19PlanAmendment,CurtailmentorSettlement.

ThefollowingnewstandardsandamendmentstoexistingstandardshavebeenpublishedandapprovedbytheEU,andaremandatory
fortheGroup’saccountingperiodsbeginningafter1April2020orlaterperiods:

• DefinitionofMaterial-amendmentstoIAS1andIAS8;

• AnnualimprovementstoIFRS2015-2017Cycle:amendmentstoIFRS3BusinessCombinations,IFRS11Joint
Arrangements,IAS12IncomeTaxesandIAS23BorrowingCosts;

• IFRS17-InsuranceContracts;and

NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTS
TITLECONT.=
YEAREND=Fortheyearended30June2020
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• RevisedConceptualFrameworkforfinancialreporting.TheIASBhasissuedarevisedConceptualFrameworkforfuture
standardsettingdecisions.Nochangeswillbemadetoanyofthecurrentstandards.

TheGroupdoesnotexpecttheadoptionofnewaccountingstandardsissuedbutnotyeteffectivetohaveasignificantimpactonits
financialstatements.

2.2 Significant accounting judgements and estimates

ThepreparationoffinancialstatementsinaccordancewithEUIFRSrequirestheDirectorsoftheCompanytomakejudgements,
estimatesandassumptionsthataffectthereportedamountsrecognisedinthefinancialstatements.However,uncertaintyabout
theseassumptionsandestimatescouldresultinoutcomesthatrequireamaterialadjustmenttothecarryingamountoftheasset
orliabilityinthefuture.

There are not considered to be any judgements which have a significant effect on the amounts recognised in the consolidated
financialinformation.

Estimates

IntheprocessofapplyingtheGroup’saccountingpolicies,managementhasmadethefollowingestimates,whichhaveasignificant
effectontheamountsrecognisedintheconsolidatedfinancialinformation:

Valuation of investment property

Thefairvalueofinvestmentpropertyisdetermined,byexternalpropertyvaluationexperts,tobetheestimatedamountforwhicha
propertyshouldexchangeonthedateofthevaluationinanarm’slengthtransaction.Propertieshavebeenvaluedonanindividual
basis.Thevaluationexpertsuserecognisedvaluationtechniques,applyingtheprinciplesofbothIAS40andIFRS13.

The valuations have been prepared in accordance with the Royal Institution of Chartered Surveyors (‘RICS’) Valuation – Global
Standard January 2020. Factors reflected include current market conditions, annual rentals, lease lengths and location. The
significantmethodsandassumptionsusedbyvaluersinestimatingthefairvalueofinvestmentpropertyaresetoutinnote10.

2.3 Segmental information

Eachpropertyheldbythegroupisreportedtothechiefoperatingdecisionmakerindividually.Inthecaseofthegroup,thechief
operating decision maker is considered to be the three Directors. The review process for segmental information includes the
monitoringofkeyperformanceindicatorsapplicableacrossallproperties.ThesekeyperformanceindicatorsincludeGrossPassing
RentalIncome,WAULTtobreakinyearsandvaluationofproperties.Allassetcostandrentalallocationsarereportedbypropertytoo.
TheinternalfinancialreportsreceivedbytheDirectorscoverthegroupandallitspropertiesanddonotdifferfromamountsreported
in the financial statements. The Directors have considered that each property has similar economic characteristics and have
thereforeaggregatedtheportfoliointoonereportablesegmentundertheprovisionsofIFRS8.

2.4 Going concern

InassessingtheGroup’sgoingconcernassumptions,theDirectorshaveparticularlyconsideredtheimpactoftheCOVID-19pandemic
ontheperformanceofthebusiness.

TheDirectorshavethereforeprojectedtheGroup’scashflowsfortheperiodupto31December2021,challengingandsensitising
inputsandassumptionstoensurethatthecashforecastreflectsarealisticoutcomegiventheuncertaintiesassociatedwiththe
currenteconomicenvironment.

TheDirectorsnotethattheGroup’smainfinancingof£41mdoesnotmatureuntil2025andtheGrouphasreportedfullcompliance
withitsloancovenantstodate.Basedonthecurrentcashflowprojections,thedirectorsexpecttocontinuetoremaincompliantwith
thecovenants.

TheDirectorsalsonotethattheheadroomoftheloantovaluecovenantissignificantandanyfallinpropertyvaluesthatcauseda
breachwouldbesignificantlymorethananycurrentlyenvisaged.

A‘severe,butplausible,downside’scenariohasalsobeenprojected.Whilerentcollectionshavebeenstrong,thisscenarioanticipates
furtherrentdeferralsandwrite-offswheretenantswouldhavedifficultypayingrents.

• TheDirectorshaveassumedarentcollectionof80%fromQ32020toQ42020,decreasingto70%inQ12021and60%inQ2
2021,andrecoveringto70%inQ32021andthento80%inQ42021.

• Insuchascenario,theassumptionisthat50%oftheserentdeferralswouldbewrittenoff,withtheremainderrepaidover
thecourseof5yearsfromQ42021.Thisisinadditiontoanyexistingagreementsalreadymadewithtenants.
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InthisscenariotheGroupstillhasadequateheadroomagainsttheinterestcovercovenantandpositivecashbalances.

Havingassessedtheheightenedrisksaswellasmitigatingfactorsandmanagementstrategiesavailabletoreducesuchrisks,the
DirectorshavedeterminedthattheGrouphasadequateresourcestocontinueinoperationalexistencefortheforeseeablefuture.

Therefore,theDirectorscontinuetoadoptthegoingconcernbasisofaccountinginpreparingthefinancialstatements.

2.5 Summary of significant accounting policies

TheprincipalaccountingpoliciesappliedinthepreparationoftheseConsolidatedFinancialStatementsaresetoutbelow.

a) Presentation currency

These Consolidated Financial Statements are presented in Sterling, which is the functional and presentational currency of the
Companyanditssubsidiaryundertakings.ThefunctionalcurrencyoftheCompanyanditssubsidiariesisprincipallydeterminedby
theprimaryeconomicenvironmentinwhichitoperates.TheGroupdidnotenterintoanytransactionsinforeigncurrenciesduring
theperiod.

b) Revenue recognition

i)Rentalincome

Rentalincomeunderoperatingleasesisrecognisedonastraight-linebasisoverthetermofthelease,exceptforcontingentrental
income,whichisrecognisedwhenitarises.Forleases,whichcontainfixedorminimumuplifts,therentalincomearisingfromsuch
upliftsisrecognisedonastraight-linebasisovertheleaseterm.

Incentivesforlesseestoenterintoleaseagreementsarespreadevenlyovertheleaseterm,evenifthepaymentsarenotmadeon
suchabasis.Theleasetermisthenon-cancellableperiodoftheleasetogetherwithanyfurthertermforwhichthetenanthasthe
optiontocontinuethelease,where,attheinceptionofthelease,theDirectorsarereasonablycertainthatthetenantwillexercise
thatoption.

Leasemodifications,suchasleaseextensionsandrentreductions,areaccountedforinoneoftwoways:

• Itistreatedasaseparatelease

• Itisnottreatedasaseparatelease

Amodificationwillonlybetreatedasaseparateleaseifitinvolvestheadditionofoneormoreunderlyingassetsatapricethatis
commensuratewiththestandalonepriceoftheincreaseinscope.Allothermodificationsarenottreatedasaseparatelease.

Ifamodificationisaseparatelease,alesseeappliestherequirementsofIFRS16tothenewlyaddedasset,dueasaresultofthe
modification,independentlyoftheoriginallease.Theaccountingfortheoriginalleasecontinuesunchanged.

Ifamodificationisnotaseparatelease,theaccountingreflectsthatthereisalinkagebetweentheoriginalleaseandthemodified
lease.Theexistingleaseliabilityisremeasuredwithacorrespondingadjustmenttotheright-of-useassetontheeffectivedateofthe
modification.

ii)Servicechargesanddirectrecharges

Revenuefromservicechargesisrecognisedintheaccountingperiodinwhichtheserviceisrendered.Forcertainservicecontracts,
revenueisrecognisedbasedontheactualserviceprovidedtotheendofthereportingperiodasaproportionofthetotalservicesto
beprovidedbecausethecustomerreceivesandusesthebenefitssimultaneously.

iii)Deferredincome

Deferredincomeisrentalincomereceivedinrespectoffutureaccountingperiods.

c) Financing income and expenses

Financingincomecomprisesinterestreceivableonfundsinvested.Financingexpensescompriseinterestandothercostsincurred
inconnectionwiththeborrowingoffunds.Interestincomeandinterestpayablearerecognisedinprofitorlossastheyaccrue,using
theeffectiveinterestmethod.
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d) Investment property

Propertyisclassifiedasinvestmentpropertywhenitisheldtoearnrentalsorforcapitalappreciationorboth.Investmentpropertyis
measured initiallyatcost including transactioncosts.Transactioncosts include transfer taxesandprofessional fees tobring the
propertytotheconditionnecessaryforittobecapableofoperating.Thecarryingamountalsoincludesthecostofreplacingpartofan
existinginvestmentpropertyatthetimethatcostisincurredifthereplacementofthatpartwillprolongorimprovethelifeoftheasset.

Subsequenttoinitialrecognition,investmentpropertyisstatedatfairvalue.Gainsorlossesarisingfromchangesinthefairvalues
areincludedinprofitorloss.

Investmentpropertiesarevaluedbytheexternalvaluer.AnyvaluationofanImmovablebytheexternalvaluermustbeundertakenin
accordancewiththecurrentissueofRICSValuation–ProfessionalStandards(the‘RedBook’).

Thedeterminationofthefairvalueofinvestmentpropertyrequirestheuseofestimatessuchasfuturecashflowsfromassets(such
aslettings,tenants’profiles,futurerevenuestreams,capitalvaluesoffixturesandfittings,plantandmachinery,anyenvironmental
mattersandtheoverallrepairandconditionoftheproperty)andyieldapplicabletothosecashflows.

ForthepurposesoftheseConsolidatedFinancialStatements,theassessedfairvalueis:

• reducedbythecarryingamountofanyaccruedincomeresultingfromthespreadingofleaseincentives;and

• increasedbythecarryingamountofleaseholdobligations.

Investmentproperty isderecognisedwhen ithasbeendisposedoforpermanentlywithdrawnfromuseandnofutureeconomic
benefitisexpectedafteritsdisposalorwithdrawal.

Theprofitondisposalisdeterminedasthedifferencebetweenthenetsalesproceedsandthecarryingamountoftheassetatthe
commencementoftheaccountingperiodpluscapitalexpenditureintheperiod.Anygainsorlossesontheretirementordisposalof
investmentpropertyarerecognisedinprofitorlossintheyearofretirementordisposal.

e) Cash and cash equivalents

Cashandshort-termdepositsintheConsolidatedStatementofFinancialPositioncomprisecashatbankandshort-termdeposits
withanoriginalmaturityofthreemonthsorless.

f) Receivables and prepayments

Rent and other receivables are initially recognisedat fair value and subsequently at amortised cost. Impairment provisionsare
recognisedbaseduponanexpectedcreditlossmodel.TheGrouphasmadeanassessmentofexpectedcreditlossesateachperiod
end, using the simplified approach where a lifetime expected loss allowance is always recognised over the expected life of the
financialinstrument.Anyadjustmentisrecognisedinprofitorlossasanimpairmentgainorloss.

g) Other payables and accrued expenses

Otherpayablesandaccruedexpensesareinitiallyrecognisedatfairvalueandsubsequentlyheldatamortisedcost.

h) Interest bearing loans and borrowings

All loansandborrowingsare initiallyrecognisedatfairvaluelessdirectlyattributabletransactioncosts.After initialrecognition,
interestbearingloansandborrowingsaresubsequentlymeasuredatamortisedcostusingtheeffectiveinterestmethod.Borrowing
costsareamortisedoverthelifetimeofthefacilitiesthroughprofitorloss.

i) Provisions

AprovisionisrecognisedintheConsolidatedStatementofFinancialPositionwhentheGrouphasapresentlegalorconstructive
obligationasaresultofapasteventthatcanbereliablymeasuredandisprobablethatanoutflowofeconomicbenefitswillbe
required tosettle theobligation.Provisionsaredeterminedbydiscounting theexpected futurecash flowsatapre-taxrate that
reflectsrisksspecifictotheliability.

j) Dividend payable to shareholders

Equitydividendsarerecognisedwhentheybecomelegallypayable.

k) Share issue costs

Thecostsof issuingorreacquiringequity instruments (other than inabusinesscombination)areaccounted forasadeduction
fromequity.
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l) Lease obligations

Leaseobligationsrelatetotheheadrentofinvestmentpropertyandarecapitalisedattheleasecommencement,attheloweroffair
valueofthepropertyandpresentvalueoftheminimumleasepaymentsandheldasaliabilitywithintheConsolidatedStatementof
FinancialPosition.Theleasepaymentsarediscountedusingtheinterestrateimplicitinthelease.Wherethegroupisexposedto
potentialfutureincreasesinvariableleasepaymentsbasedonanindexorrate,thesearenotincludedintheleaseliabilityuntilthey
takeeffect.Leasepaymentsareallocatedbetweenprincipalandfinancecost.Thefinancecostischargedtoprofitorlossoverthe
leaseperiodsoastoproduceaconstantperiodicrateofinterestontheremainingbalanceoftheliabilityforeachperiod.

m) Taxes

Corporationtaxisrecognisedinprofitorlossexcepttotheextentthatitrelatestoitemsrecogniseddirectlyinequity,inwhichcase
itisrecognisedinequity.

AsaREIT,theGroupisexemptfromcorporationtaxontheprofitsandgainsfromitsinvestments,provideditcontinuestomeet
certainconditionsasperREITregulations.

TaxationontheprofitorlossfortheperiodnotexemptunderUKREITregulationscomprisescurrentanddeferredtax.Currenttax
isexpectedtaxpayableonanynon-REITtaxableincomefortheperiod,usingtaxratesapplicableintheperiod.

Deferred tax isprovidedon temporarydifferencesbetween thecarryingamountsofassetsand liabilities for financial reporting
purposesandtheamountsusedfortaxationpurposes.Theamountofdeferredtaxthatisprovidedisbasedontheexpectedmanner
ofrealisationorsettlementofthecarryingamountofassetsandliabilities,usingtaxratesenactedorsubstantiallyenactedatthe
periodenddate.

n) Leases - group as lessor

LeaseincomefromoperatingleaseswheretheGroupisalessorisrecognisedinincomeonastraight-linebasisovertheleaseterm
(2.5b). Initialdirectcosts incurred inobtaininganoperatingleaseareaddedtothecarryingamountof theunderlyingassetand
recognisedasexpenseovertheleasetermonthesamebasisasleaseincome.TheGrouprecognisesleaseincomeforvariable
paymentthatdependsonanindexorarateonastraightlinebasis.

o) Non-current assets held for sale

Non-currentassetsareclassifiedasassetsheldforsalewhentheircarryingamountistoberecoveredprincipallythroughasale
transactionandasaleisconsideredhighlyprobable.Investmentpropertiesclassifiedassucharestillmeasuredatfairvalue.

p) European Public Real Estate Association

The Group has adopted European Public Real Estate Association (‘EPRA’) best practice recommendations, which it expects to
broadentherangeofpotentialinstitutionalinvestorsabletoinvestintheCompany’sOrdinaryShares.Fortheyearended30June
2020,auditedEPSandNAVcalculationsunderEPRA’smethodologyare included innote8and furtherunauditedmeasuresare
includedonpage87.

q) Capital and reserves

Share capital

SharecapitalisthenominalamountoftheCompany’sordinarysharesinissue.

Share premium

Share premium relates to amounts subscribed for share capital in excess of nominal value less associated issue costs of the
subscriptions.

Capital reserve

Thecapitalreserveisadistributablereserveandrepresentsthecancelledsharepremiumlessdividendspaidfromthisreserve.

Retained earnings

Retainedearningsrepresent theprofitsof theGroup lessdividendspaid fromrevenueprofits todate.Unrealised losseson the
revaluationofinvestmentpropertiesintheamountof£6,590,492loss(2019:£608,406gain)containedwithinthisreservearenot
distributableuntiltheycrystalliseonthesaleoftheinvestmentproperty.
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3. RENTAL AND OTHER INCOME

Corporate information

 Year ended 
30 June 2020 

£’000

 Year ended  
30 June 2019 

£’000

Grossrentalincome 6,073 6,321

Servicechargesanddirectrecharges*(seenote4) 459 –

Spreadingoftenantincentives-rentindexation 720 531

Spreadingoftenantincentives-rentfreeperiods 558 54

Otherpropertyincome – 1

Total rental and other income 7,810 6,907 

Allrental,servicechargeanddirectrechargeandotherincomeisderivedfromtheUnitedKingdom.

*ThedirectorshavereviewedtheunderlyingagreementsanddeterminedthattheCompanyisaprincipalunderIFRS15.Asaresulttherelevantincome
and expenses generated/incurred relating to service charges and direct recharges have been recognised and presented as gross in the financial
statements.Pleaserefertonote4fortherelevantexpenseincurredduringtheyear.In2019,servicechargesanddirectrechargeswerepresentednet,
howeverthesefigureshavenotbeenrestatedastheywerenotmaterial

4. EXPENSES

 Year ended 
30 June 2020 

£’000

 Year ended  
30 June 2019 

£’000

Propertyoperatingexpenses 56 162

Servicechargesanddirectrecharges(seenote3) 459 –

 515  162 

Other operating expenses

Investmentmanagementfee 408 544

Auditorremuneration 120 110

Provisionforimpairmentoftradereceivables 213 –

Operatingcosts 550 431

Directors'remuneration(note5) 94 79

Writeoffofunreconcileddifference-seepage32 107 –

Total other operating expenses  1,492  1,164 

Total operating expenses 2,007 1,326 

Audit

StatutoryauditofAnnualReportandAccounts 105 72

StatutoryauditofSubsidiaryAccounts 15 12

Total fees paid to KPMG LLP 120 84

KPMGLLPhavenotprovidedanynon-auditservicestotheGroup
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5. DIRECTORS’ REMUNERATION

 Year ended 
30 June 2020 

£’000

 Year ended 
30 June 2019 

£’000

Directors'fees 90 75

Taxandsocialsecurity 4 4

Total fees  94  79 

AsummaryoftheDirector’sremunerationissetoutintheDirectors’RemunerationReportonpages40to42.

TheGrouphadnoemployeesduringtheperiod.

6. FINANCE EXPENSES

 Year ended 
30 June 2020 

£’000

 Year ended 
30 June 2019 

£’000

Interestpayableonloan 1,315 1,083

Amortisationofloanarrangementfee(note13) 124 90

Otherfinancecosts 3 1

Total  1,442  1,174 

7. TAXATION 

 Year ended 
30 June 2020 

£’000

 Year ended 
30 June 2019 

£’000

Tax charge comprises:

Analysis of tax charge in the period

(Loss)/profitbeforetax (5,050) 4,233

Theoretical(taxcredit)/taxatUKcorporationtaxstandardrateof19.00%(2019:19.00%) (960) 804

AdjustedfortaxexemptitemsundertheREITregime:

Reductioninvalueofinvestmentproperties 1,788 33

Othernetincome (828) (837)

Total – –

TheGroupobtainedREITstatuson13October2017,atwhichpointtheCorporationTaxonanygainsorlossesarisingfromproperty
businesshavebeenextinguished.Assuch,nodeferredtaxassetorliabilityhasbeenrecognisedinthecurrentperiod.

Factors that may affect future tax charges

DuetotheGroup’sstatusasaREITandtheintentiontocontinuemeetingtheconditionsrequiredtoretainapprovalasaREITinthe
foreseeablefuture,theGrouphasnotprovideddeferredtaxonanycapitalgainsorlossesarisingontherevaluationordisposalof
investments.
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8. (LOSS)/EARNINGS PER SHARE AND NAV PER SHARE

 Year ended 
30 June 2020 

£’000

 Year ended 
30 June 2019 

£’000

(Loss)/earnings per share:

Totalcomprehensive(loss)/profit(£'000) (5,050) 4,233

Weightedaveragenumberofshares(Number) 80,500,000 80,500,000

(Loss)/earnings per share (basic and diluted) (pence) (6.27)  5.26 

EPRA EPS:

Totalcomprehensive(loss)/profit(£'000) (5,050) 4,233

Adjustmenttototalcomprehensive(loss)/profit:

Changeinfairvalueofinvestmentproperties(£'000) 9,411 174

EPRAearnings(basicanddiluted)(£’000) 4,361 4,407 

EPRA EPS (basic and diluted) (pence) 5.42 5.47 

Adjusted EPS:

EPRAearnings(basicanddiluted)(£’000) 4,361 4,407

Adjustments:

Rentalincomerecognisedinrespectofguaranteedfixedrentaluplifts(£’000) (720) (531)

Rentalincomerecognisedinrespectofrentfreeperiods(£’000) (558) (54)

Amortisationofloanarrangementfee(£’000) 124 90

Provisionforimpairmentoftradereceivables(£’000) 213 –

Adjustedearnings(basicanddiluted)(£’000) 3,420 3,912

Adjusted EPS (basic and diluted) (pence)* 4.25 4.86 

NAV per share:

Netassets(£'000) 67,286 76,321

OrdinaryShares(Number) 80,500,000 80,500,000

NAV per share (pence) 83.58 94.81 

*AdjustedEPSisameasureusedbytheBoardtoassesstheleveloftheGroup’sdividendpayments.ThismetricadjustsEPRAearningsfornon-cash
itemsinarrivingatanadjustedEPSassupportedbycashflows.

Earningspersharearecalculatedbydividing(loss)/profitfortheperiodattributabletoordinaryequityholdersofthe
CompanybytheweightedaveragenumberofOrdinarySharesinissueduringtheperiod.EPRANAVandEPRANNNAV
(refertoGlossary)areequaltotheNAVpresentedintheConsolidatedStatementofFinancialPositionunderIFRSand
therearenoadjustingitems.Accordingly,areconciliationbetweenthesemeasureshasnotbeenpresented.
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9. DIVIDENDS PAID

 Year ended 
30 June 2020 

£’000

 Year ended 
30 June 2019 

£’000

Fourthinterimdividenddeclaredandpaidinrespectofthequarterended30June2019at
1.375pperOrdinaryShare(2019:quarterended30June2018at1.25pperOrdinaryShare*)

1,107 1,006

Firstinterimdividenddeclaredandpaidinrespectofthequarterended30September2019
at1.375pperOrdinaryShare(2019:quarterended30September2018at1.375pperOrdinary
Share)

1,107 1,107

Secondinterimdividenddeclaredandpaidinrespectofthequarterended31December
2019at1.375pperOrdinaryShare(2019:quarterended31December2018at1.375pper
OrdinaryShare)

1,107 1,107

Thirdinterimdividenddeclaredandpaidinrespectofthequarterended31March2020
at0.825pperOrdinaryShare(2019:quarterended31March2019at1.375pperOrdinary
Share)

664 1,107

Totaldividendsdeclaredandpaidduringtheyear**  3,985 4,327 

Fourthinterimdividenddeclaredinrespectofthequarterended30June2019at1.375pper
OrdinaryShares(2019:quarterended30June2018at1.25pperOrdinaryShare*)

(1,107) (1,006)

Fourthinterimdividenddeclaredinrespectofthequarterended30June2020at1.425pper
OrdinaryShare*

1,147 1,107

Total dividends in respect of the year 4,025 4,428 

*DividendsdeclaredaftertheyearendarenotincludedintheConsolidatedFinancialStatementsasaliability.
**Dividendspaidpercashflowstatementamountto£4,031(£’000)duetoadditionaldividendwitholdingtaxpaid.

10. INVESTMENTS 

10.1 Investment property

30 June 2020 30 June 2019

Investment 
properties 

freehold
£’000

Investment 
properties 
leasehold

£’000
 Total 
£’000

Total 
£’000

UK Investment property

Atthebeginningoftheyear 94,280 18,710 112,990 99,090

Adjustmentoncost* (143) – (143) 13,489

Revaluationofinvestmentproperty (7,007) (1,080) (8,087) 411

Non-currentassetheldforsale(note16) – (2,850) (2,850) –

ValuationprovidedbyKnightFrankLLP 87,130 14,780 101,910 112,990 

*Theadjustmentoncostrelatestothereversalofaprovisionraisedintheprioryearaswellasacorrectiontothecostofoneoftheproperties.

Adjustmenttofairvalueforrentsmoothing (2,224) (945)

ReclassificationtoNon-currentassetheldforsale(note16) 116 –

Adjustmentforleaseobligations 471 517

Total investment property 100,273 112,562 

Change in fair value of Investment property

Changeinfairvaluebeforeadjustmentsforleaseincentivesandleaseobligations (8,087) 411

Movementinleaseobligations (46) –

Adjustmenttofairvalueforrentsmoothingofleaseincome (1,278) (585)

(9,411)  (174)  
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Valuation of investment property

ValuationofinvestmentpropertyisperformedbyKnightFrankLLP,anaccreditedexternalvaluerwithrecognisedand
relevantprofessionalqualificationsandrecentexperienceofthelocationandcategoryoftheinvestmentpropertybeing
valued.

Thevaluationof theGroup’s investmentpropertyat fairvalue isdeterminedby theexternalvalueron thebasisof
marketvalueinaccordancewiththeinternationallyacceptedRICSValuation–ProfessionalStandards(incorporating
theInternationalValuationStandards).

Thedeterminationofthefairvalueofinvestmentpropertyrequirestheuseofestimatessuchasfuturecashflowsfrom
assets (suchas lettings, tenants’profiles, future revenuestreams,capital valuesof fixturesand fittings,plantand
machinery,anyenvironmentalmattersandtheoverallrepairandconditionoftheproperty)andyieldapplicabletothose
flows.

A‘materialvaluationuncertainty’clause,perVPGA10oftheRICSValuation-GlobalStandardshasbeenaddedtothe
valuation performed as at 30 June 2020. This is as a result of the outbreak of the Novel Coronavirus (COVID-19),
declaredbytheWorldHealthOrganisationasa‘GlobalPandemic’on11thMarch2020,whichhasimpactedglobal
financialmarkets.Thisvaluationuncertaintyappliestoallpropertieswithinthegroupexceptfor:

-GrazebrookIndustrialEstate,Dudley

-ProvincialPark,Sheffield

-DolphinPark,Sittingbourne

-PocketNookIndustrialEstate,StHelens

AsaresultoftheCoronaviruspandemicandtheimpactthishashadontenantstrengthandtheirabilitytopaytheir
rentalcommitments,anumberofcommercialpropertysectorsexperienceddecreasedvaluations.Retailandleisure
sectorsexperiencedthelargestdecreases,anditwastheseassetswithintheAIREportfoliothatsufferedthelargest
valuationdeclinesduringtheyear.Gymsandhotelswereshutforthemajorityof2020,leadingtonorentbeingcollected
fromthesetenantsfortheperiodMarchtoJune.

Consequently,lesscertainty-andahigherdegreeofcaution-shouldbeattachedtothevaluationthanwouldnormally
bethecase.

10.2 Fair value measurement heirarchy

Thefollowingtableprovidesthefairvaluemeasurementhierarchyfornon-currentassets:

30 June 2020

 Quoted 
prices in active 

markets (Level 1) 
£’000

Significant  
observable inputs 

(Level 2) 
£’000

Significant 
unobservable inputs  

(Level 3) 
£’000

Total 
£’000

Assets measured at fair value

Investmentproperty* – – 101,910 101,910

 – –  101,910  101,910 

30 June 2019

 Quoted 
prices in active 

markets (Level 1) 
£’000

Significant  
observable inputs 

(Level 2) 
£’000

Significant 
unobservable inputs  

(Level 3) 
£’000

Total 
£’000

Assets measured at fair value

Investmentproperty* – – 112,990 112,990

– –  112,990  112,990 

*beforeadjustmentstofairvalueforrentsmoothingofleaseincomeandleaseobligations
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Explanation of the fair value hierarchy:

Level1–Quotedpricesforanidenticalinstrumentinactivemarkets;

Level2–Pricesof recent transactions for identical instrumentsandvaluation techniquesusingobservablemarket
data;and

Level3–Valuationtechniquesusingnon-observabledata.

Sensitivity analysis to significant changes in unobservable inputs within Level 3 of the hierarchy

ThesignificantunobservableinputsusedinthefairvaluemeasurementcategorisedwithinLevel3ofthefairvalue
hierarchyoftheentity’sportfoliosofinvestmentpropertiesare:

1)EstimatedRentalValue(‘ERV’)

2)Equivalentyield

Increases/(decreases) in the ERV (per sq ft per annum) in isolation would result in a higher/(lower) fair value
measurement.Increases/(decreases)intheyieldinisolationwouldresultinalower/(higher)fairvaluemeasurement.

Thesignificantunobservableinputsusedinthefairvaluemeasurement,categorisedwithinLevel3ofthefairvalue
hierarchyoftheportfolioofinvestmentpropertyandinvestmentsare:

Class
Fair value 

£’000
Valuation  
technique

 Significant 
unobservable  

inputs Range

30 June 2020

InvestmentProperty* 101,910
Income

capitalisation
ERV

Equivalentyield
£3.74-£21.96
5.34%-8.76%

30 June 2019

InvestmentProperty* 112,990
Income

capitalisation
ERV

Equivalentyield
£3.74-£21.96
4.81%-8.66%

*ValuationperKnightFrankLLP

Wherepossible,sensitivityofthefairvaluesofLevel3assetsaretestedtochangesinunobservableinputstoreasonable
alternatives.

30 June 2020

Change in ERV  Change in equivalent yield

£’000 £’000 £’000 £’000

Sensitivity Analysis +10% -10% +10% -10%

Resultingfairvalueofinvestmentproperty 113,193 97,883 106,808 102,724

30 June 2019

Change in ERV  Change in equivalent yield

£’000 £’000 £’000 £’000

Sensitivity Analysis +5% -5% +5% -5%

Resultingfairvalueofinvestmentproperty 113,721 112,158 108,914 117,391

GainsandlossesrecordedinprofitorlossforrecurringfairvaluemeasurementscategorisedwithinLevel3ofthefair
valuehierarchyareattributabletochangesinunrealisedgainsorlossesrelatingtoinvestmentpropertyheldattheend
ofthereportingperiod.
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11. RECEIVABLES AND PREPAYMENTS

30 June 2020 
£’000

30 June 2019 
£’000

Receivables

Rentdebtor 1,174 136

Less:Provisionforimpairmentoftradereceivables* (213) –

Otherdebtors 2,211 3

Total Receivables 3,172 139 

Rentsmoothingdebtor-rentindexation 1,598 876

Rentsmoothingdebtor-rentfreeperiods 626 69

Otherprepayments 21 71

Total  5,417  1,154 

Theageddebtoranalysisofreceivableswhicharepastduebutnotimpairedisasfollows:

30 June 2020 
£’000

30 June 2019 
£’000

Lessthanthreemonthsdue 3,089 139

Betweenthreeandsixmonthsdue 83 –

Betweensixandtwelvemonthsdue – –

 3,172  139 

*TheDirectors’haveassessedthecreditworthinessofthetenantsandtheimpactofCOVID-19onthetenant’sabilitytopay,particularlywithregardto
theeducationandleisuresectors.Wehavenotedthat,todate,norentfreeperiodsorrentadjustments(exceptfortheTravelodgeCVA)havebeenagreed
acrosstheportfolio.TheGrouphasgrantedlimitedconcessionstoasmallnumberof tenantstosettletheirrentmonthlyandcontinuestoprovide
proportionateassistancetothosetenantswhoseoperationsaremateriallyaffected.

12. PAYABLES AND ACCRUED EXPENSES

30 June 2020 
£’000

30 June 2019 
£’000

Deferredincome 1,265 990

Tradecreditors 87 –

Accruals 395 313

Othercreditors 848 780

 2,595  2,083 
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13. INTEREST BEARING LOANS AND BORROWINGS

30 June 2020 
£’000

30 June 2019 
£’000

At the beginning of the year 41,000 30,000

Bankborrowingsdrawnintheyear – 11,000

Total facility drawn  41,000  41,000 

Lessloanissuecostsincurred (686) (776)

Less:adjustmentonloanissuecost (21) –

Plus:amortisedloanissuecosts 124 90

At end of period  40,417  40,314 

Repayablebetween1and2years – –

Repayablebetween2and5years – –

Repayableinover5years 41,000 41,000

Total  41,000  41,000 

Asat30June2020,theGrouphadutilisedallofits£41millionfixedinterestloanfacilitywithCanadaLifeInvestments
andwasgearedataloantoGrossAssetValue(‘GAV’)of37.0%(2019:34.4%).Theweightedaverageinterestcostofthe
Group’sfacilityis3.19%andthefacilityisrepayableon20October2025.

30 June 2020 
£’000

30 June 2019 
£’000

Reconciliation to cash flows from financing activities

At the beginning of the year 40,314 28,029

Loandrawndown – 12,362

Interestpaid (1,435) (1,012)

Total changes from financing cash flows (1,435)  11,350

Other changes

Movementininterestpayablepresentedunderothercreditors (7) (162)

Interestexpense 1,442 1,174

Adjustmentonloanissuecosts (21) (167)

Amortisationofloanissuecosts 124 90

Total other changes  1,538  935 

At the end of the year  40,417  40,314 
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14.  LEASE OBLIGATIONS

Atthecommencementdate,theleaseliabilityismeasuredatthepresentvalueoftheleasepaymentsthatarenotpaid
onthatdate.

Thefollowingtableanalysestheminimumleasepaymentsundernon-cancellableleases:

30 June 2020 
£’000

30 June 2019 
£’000

Withinoneyear 50 35

Afteroneyearbutlessthanfiveyears 200 150

Morethanfiveyears 563 700

Total undiscounted lease liabilities:  813  885 

Less:Futurefinancechargeonleaseobligations (399) (368)

Present value of lease liabilities:  414  517 

Lease liabilities included in the statement of financial position:

Current 41 35

Non-current 373 482

Total:  414  517 

15.  COMMITMENTS

Operating lease commitments - as lessor

TheGrouphasenteredintocommercialpropertyleasesonitsinvestmentpropertyportfolio.Thesenon-cancellable
leaseshavearemainingtermofbetween6monthsand90years.

Futureminimumrentalsreceivableundernon-cancellableoperatingleasesasat30June2020areasfollows:

30 June 2020 
£’000

 30 June 2019 
£’000

(Restated -  
see below)

Lessthanoneyear 6,449 6,082

Onetotwoyears 6,603 6,774

Twotothreeyears 6,626 6,827

Threetofouryears 6,729 6,773

Fourtofiveyears 6,758 6,874

Fivetotenyears 30,429 32,029

Tentofifteenyears 28,231 29,940

Overfifteenyears 64,735 69,275

Total:  156,560  164,574 

Duringtheyearended30June2020(2019:£nil)therewerenomaterialcontingentrentsrecognisedasincome.

In preparing the consolidated financial statements, the directors have considered it necessary to correct certain
amountsofthecomparativeinformationforthedisclosuresinrespectoffutureminimumleaseincomewhichwas
understatedby£7.57m(splitasa£2.04munderstatementoftentofifteenyearsanda£5.53munderstatementofover
fifteenyears)andanamountof£6.84mwasmisclassifiedbetween2to5yearsandmorethan5years.
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Capital commitment

WorkstartedinSeptember2020toreplacethedefectivecladdingelementsuncoveredontheexternalwallsofthetop
floors and rear lift core of the Travelodge Hotel, Swindon, with compliant replacements and to remediate the fire
stopping.CompletionoftheworkisexpectedinDecember2020atacost(includingprofessionalfees)ofc.£1.2million.
Thecladdingwasinstalledwhenthepropertywasextendedin2007andboththearchitectandcladdingsub-contractor
involvedarebeingpursuedforreimbursementofthecostsincurred.

16. NON-CURRENT ASSETS HELD FOR SALE

TheinvestmentpropertyknownasWetnWild,RoyalQuays,NorthShieldswaspresentedasheldforsaleasat30June
2020followingamanagementdecisiontodisposeofitinordertobetteralignthegroup’spropertyportfoliowithits
strategicobjectives.Negotiationswiththepotentialbuyerwereatanadvancedstageasat30June2020.Thesalewas
completedon31July2020-Refertonote22.

30 June 2020 
£’000

30 June 2019 
£’000

Assets held for sale

Investmentproperty 2,734 –

Total  2,734 –

17.  INVESTMENTS IN SUBSIDIARIES

TheCompanyhastwowhollyownedsubsidiariesasdisclosedbelow:

Name and company number

Country of 
registration and 

incorporation
Date of  

incorporation
Principal  

activity
Ordinary  

Shares held

AlternativeIncomeREITHoldcoLimited
(Companynumber11052186)

Englandand
Wales 7November2017

RealEstate
Company 73,158,502*

AlternativeIncomeLimited(Companynumber
10754641)

Englandand
Wales 4May2017

RealEstate
Company 73,158,501*

*Ordinarysharesof£1.00each.

Alternative Income REIT Plc as at 30 June 2020 owns 100% controlling stake of Alternative Income REIT Holdco
Limited.

AlternativeIncomeREITHoldcoLimitedholds100%ofAlternativeIncomeLimited.

BothAlternativeIncomeREITHoldcoLimitedandAlternativeIncomeLimitedareregisteredat1KingWilliamStreet,
London,UnitedKingdom,EC4N7AF.

18.  ISSUED SHARE CAPITAL

 For the year ended 
30 June 2020

 For the year ended 
30 June 2019

£’000
 Number of  

Ordinary Shares £’000
 Number of  

Ordinary Shares 

Ordinary Shares issued and fully paid

Atthebeginningoftheyear 805 80,500,000 805 80,500,000

At the end of the year/period  805  80,500,000  805  80,500,000 
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19.  FINANCIAL RISK MANAGEMENT AND POLICIES

TheGroup’sactivitiesexposeittoavarietyoffinancialrisks:marketrisk,creditrisk,liquidityriskandfurtherrisks
inherenttoinvestingininvestmentproperty.TheGroup’sobjectiveinmanagingriskisthecreationandprotectionof
shareholdervalue.RiskisinherentintheGroup’sactivities,butitismanagedthroughaprocessofongoingidentification,
measurementandmonitoring,subjecttorisklimitsandothercontrols.

TheprincipalrisksfacingtheGroupinthemanagementofitsportfolioareasfollows:

19.1 Market price risk

Marketpriceriskistheriskthatfuturevaluesofinvestmentsinpropertywillfluctuateduetochangesinmarketprices.
Tomanagemarketpricerisk,theGroupdiversifiesitsportfoliogeographicallyintheUKandacrosspropertysectors.

Thedisciplinedapproach to thepurchase,saleandassetmanagementensures that thevalue ismaintained to its
maximumpotential.Priortoanypropertyacquisitionorsale,detailedresearchisundertakentoassessexpectedfuture
cashflow.TheInvestmentManagementCommittee(‘IMC’)oftheInvestmentManagermeetsmonthlyandreservesthe
ultimatedecisionwithregardstoinvestmentpurchasesorsales.Inordertomonitorpropertyvaluationfluctuations,the
IMCandthePortfolioManagementTeamoftheInvestmentManagermeetwiththeindependentexternalvaluerona
regular basis. The valuer provides a property portfolio valuation quarterly, so any movements in the value can be
accountedforinatimelymannerandreflectedintheNAVeveryquarter.

19.2 Real estate risk

Property investments are illiquid assets and can be difficult to sell, especially if local market conditions are poor.
Illiquiditymayalsoresultfromtheabsenceofanestablishedmarketforinvestments,aswellaslegalorcontractual
restrictionsonresaleofsuchinvestments.

TherecanbenocertaintyregardingthefutureperformanceofanyofthepropertiesacquiredfortheGroup.Thevalue
ofanypropertycangodownaswellasup.

Realpropertyinvestmentsaresubjecttovaryingdegreesofrisk.Theyieldsavailablefrominvestmentsinrealestate
dependontheamountofincomegeneratedandexpensesincurredfromsuchinvestments.

Thereareadditionalrisksinvacant,partvacant,redevelopmentandrefurbishmentsituations,althoughthesearenot
prospectiveinvestmentsfortheGroup.

Theseaspects,andtheireffectontheGroupfromagoingconcernperspectivearediscussedinmoredetailintheGoing
Concernpolicynote.

19.3 Credit risk

Creditriskistheriskthatthecounterparty(toafinancialinstrument)ortenant(ofaproperty)willcauseafinancialloss
totheGroupbyfailingtomeetacommitmentithasenteredintowiththeGroup.

ItistheGroup’spolicytoenterintofinancialinstrumentswithreputablecounterparties.Allcashdepositsareplaced
withanapprovedcounterparty,RoyalBankofScotlandInternational.

Inrespectofpropertyinvestments,intheeventofadefaultbyatenant,theGroupwillsufferarentalshortfalland
additionalcostsconcerningre-lettingtheproperty.TheInvestmentAdvisermonitorstenantarrearsinordertoanticipate
andminimisetheimpactofdefaultsbyoccupationaltenants.

ThetablebelowshowstheGroup’sexposuretocreditrisk:

30 June 2020 
£’000

30 June 2019 
£’000

Debtors(includingstraightliningandexcludingprepayments) 5,396 1,083

Cashandcashequivalents 2,288 5,519

Total  7,684  6,602 

19.4 Liquidity risk 

LiquidityriskarisesfromtheGroup’smanagementofworkingcapitalandthefinancechargesandprincipalrepayments
onitsborrowings.ItistherisktheGroupwillencounterdifficultyinmeetingitsfinancialobligationsastheyfalldueas
themajorityoftheGroup’sassetsareinvestmentpropertiesandthereforenotreadilyrealisable.TheGroup’sobjective
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istoensureithassufficientavailablefundsforitsoperationsandtofunditscapitalexpenditure.Thisisachievedby
quarterlyreview/monitoringofforecastandactualcashflowsbytheInvestmentAdviserandBoardofDirectors.

ThebelowtablesummarisesthematurityprofileoftheGroup’sfinancialliabilitiesbasedoncontractualundiscounted
payments.

30 June 2020
On demand 

£000
‹ 3 months 

£000

3 -12  
months 

£000
1 - 5 years 

£000
› 5 years 

£000
Total 

£0000

Interestbearingloansand
borrowings

- - - - 41,000 41,000

Interestpayable 258 330 987 5,299 403 7,277

Payablesandaccrued
expenses

228 843 - - - 1,071

Leaseobligations - 13 37 200 563 813

Total 486 1,183 1,024 5,499 41,966 50,161

30 June 2019
On demand 

£000
‹ 3 months 

£000

3 -12  
months 

£000
1 - 5 years 

£000
› 5 years 

£000
Total 

£0000

Interestbearingloansand
borrowings

- - - - 41,000 41,000

Interestpayable 251 329 981 5,229 1,689 8,479

Payablesandaccrued
expenses

376 107 360 - - 843

Leaseobligations - 9 26 130 353 517

Total 627 445 1,367 5,359 43,042 50,839

19.5 Fair value of financial instruments

ThereisnomaterialdifferencebetweenthecarryingamountandfairvalueoftheGroup’sfinancialinstruments.

19.6 Interest rate risk

Interestrateriskistheriskthatfuturecashflowsofafinancialinstrumentwillfluctuatebecauseofchangesinmarket
interestrates.TheGroup’sexposuretotheriskofchangesinmarketinterestratesisminimalasithastakenoutafixed
ratebankloan.

20. CAPITAL MANAGEMENT

TheprimaryobjectivesoftheGroup’scapitalmanagement istoensurethat itqualifiesfortheUKREITstatusand
remainswithinitsquantitativebankingcovenants.

Toenhancereturnsoverthemediumterm,theGrouputilisesborrowingsonalimitedrecoursebasisforeachinvestment
orallorpartof thetotalportfolio.TheGroup’spolicy is toborrowuptoamaximumof40%loantoGAV(bothare
measuredatdrawdown).Alongside theGroup’sborrowingpolicy, theDirectors intend,atall times, toconduct the
affairsoftheGroupsoastoenabletheGrouptoqualifyasaREITforthepurposesofPart12oftheCorporationTaxAct
2010(andtheregulationsmadethereunder).TheREITstatuscompliancerequirementsinclude90%distributiontest,
interestcoverratio,75%assetstestandthesubstantialshareholderrule,allofwhich,otherthanthelatter-seenote22
-theGroupremainedcompliantwithinthisreportingperiod.

ThemonitoringoftheGroup’slevelofborrowingisperformedprimarilyusingaLoantoGAVratio.TheLoantoGAVratio
iscalculatedastheamountofoutstandingdebtdividedbythetotalassetsoftheGroup,whichincludesthevaluationof
theinvestmentpropertyportfolio.TheGroupLoantoGAVratioattheperiodendwas37.0%(2019:34.4%).

Breachesinmeetingthefinancialcovenantswouldpermitthebanktoimmediatelycallloansandborrowings.During
theperiod,theGroupdidnotbreachanyofitsloancovenants,nordiditdefaultonanyotherofitsobligationsunderits
loanagreements.
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21. TRANSACTIONS WITH RELATED PARTIES

Partiesareconsideredtoberelatedifonepartyhastheabilitytocontroltheotherpartyorexercisesignificantinfluence
overtheotherpartyinmakingfinancialoroperationaldecisions.

Subsidiaries

AlternativeIncomeREITPlcasat30June2020owns100%controllingstakeofAlternativeIncomeREITHoldcoLimited
andAlternativeIncomeREITHoldcoLimitedholds100%ofAlternativeIncomeLimited.

Directors

DirectorsoftheGroupareconsideredtobethekeymanagementpersonnel.Directors’remunerationisdisclosedin
note5.

Investment Manager 

AEW UK Investment Management LLP - from 1 July 2019 to 9 April 2020 

TheGroupwaspartytoanInvestmentManagementAgreementwiththeInvestmentManager,pursuanttowhichthe
GroupappointedtheInvestmentManagertoprovideinvestmentmanagementservicesrelatingtotherespectiveassets
onaday-to-daybasis inaccordancewith their respective investmentobjectivesandpolicies,subject to theoverall
supervisionanddirectionoftheBoardofDirectors.

Under the Investment Management Agreement, the Investment Manager received a management fee which was
calculatedmonthlyatarateequivalentto0.75%perannumofNAV(excludingun-investedfundraisingproceeds)and
paidquarterlyinarrears.Duringtheperiod1July2019to9April2020,theGroupincurred£407,708(1July2018to
30June2019,theGroup:£544,371)inrespectofinvestmentmanagementfeesandexpensesofwhich£137,445(30June
2019:£133,356)wasoutstandingat30June2020.

M7 Real Estate Ltd - from 14 May 2020 to date       

M7RealEstateLtdwasappointedasInvestmentAdvisoron14May2020.TheInterimInvestmentAdvisoryagreement
specifiesthattherearenofeespayableupto30September2020.From1October2020,anannualmanagementfeewill
becalculatedatarateequivalentof0.50%perannumofNAV(subjecttoaminimumfeeof£90,000perquarter)andpaid
quarterlyinadvance.

22. EVENTS AFTER REPORTING DATE

REIT compliance

Consistentwiththetwopreviousyear-ends,aspartoftheGroup’syear-endprocedures,thoseshareholdersholding
morethan10%oftheCompanyshares,wereaskedtoconfirmthattheirholdingswereheldsufficientlywidelytocomply
withthesubstantialshareholderrule.Inconsistentwiththepreviousyear-ends,asat30June2020,onesuchshareholder
wasunabletodoso,andthenon-compliancebytheshareholderconcernedwillbedealtwithinaccordancewiththe
Company’sArticlesofAssociation.

Dividend 

On6August2020,theBoarddeclaredaninterimdividendof1.425pencepershareinrespectoftheperiodfrom1April
2020to30June2020.Thiswaspaidon28August2020toshareholdersontheregisterasat14August2020.The
ex-dividenddatewas13August2020.(2019:On8August2019,theBoarddeclaredaninterimdividendof1.375pence
pershareinrespectoftheperiodfrom1April2019to30June2019.Thiswaspaidon30August2019toshareholders
ontheregisterasat16August2019.Theex-dividenddatewas15August2019.

Sale of property

On31July 2020, theGroupdisposedof thepropertyknownasWetnWild,RoyalQuays,NorthShields fora total
considerationof£3.2m.ThepropertywaspledgedaspartofthesecurityfortheGroup’sseniordebtfinancingfrom
CanadaLife.Thestructureofthefacilitymeansthereisnoallocatedloanamount,releasepriceorothercostsresulting
fromthesaleoftheasset.TheGroupintendstoredeploytheproceedsofthesaleintoitsgrowingpipelineofaccretive
investmentassetsinshortorder.
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Notes

30 June 2020
£000

30 June 2019
£000 

(Restated- note 6)

Assets

Non current assets

Investmentsinsubsidiarycompanies 3 73,158 73,158

Investmentproperty 3 2,011 2,055

 75,169  75,213 

Current assets

 Receivablesandprepayments 4 41 264

 Cashandcashequivalents 108 1,485

149  1,749 

Total Assets 75,318  76,962 

Current Liabilities

 Payablesandaccruedexpenses 5 11,936 8,538

 11,936  8,538 

Net assets 63,382  68,424 

Equity 

Sharecapital 7 805 805

 Capitalreserveandretainedearnings  62,577 67,619

Total capital and reserves attributable to equity holders of the Company  63,382  68,424 

Net Asset Value per share (pence per share)  78.74  85.00 

As permitted by s408 Companies Act 2006, the Company’s profit and loss account has not been presented in these financial
statements.

TheCompany’slossfortheyearwas£1,057,229(30June2019:£1,286,695(Restated-note6)).

Thefinancialstatementsonpages59and87wereapprovedbytheBoardofDirectorson19October2020andweresignedonits
behalfby:

STEVE SMITH  
CHAIRMAN

Companynumber:10727886

Thenotesonpages83to86formanintegralpartofthesefinancialstatements.

 
CompanyStatementofFinancialPosition
TITLECONT.=
YEAREND=Asat30June2020
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Share  
capital

£000

Share  
premium 

account
£000

Capital
reserve and

retained 
earnings

£000

Total capital
and reserves

attributable
to equity

holders of
the Group

£000

For the year ended 30 June 2020
Balance as at 1 July 2019, as restated  805 –  67,619  68,424 

Totalcomprehensiveloss – – (1,057) (1,057)

Dividendspaid – – (3,985) (3,985)

Balance at 30 June 2020  805  –  62,577  63,382 

For the year ended 30 June 2019
Balance as at 1 July 2018  805  –  73,239 74,044 

Totalcomprehensivelossaspreviouslyreported – – (1,552) (1,552)

Effectofcorrectionofprioryearaccountingerror(note6) 266 266

Totalcomprehensivelossasrestated (1,286) (1,286)

Shareissuecosts – – (7) (7)

Dividendspaid – – (4,327) (4,327)

Balance at 30 June 2019, as restated  805  –  67,619  68,424 

Thenotesonpages83to86formanintegralpartofthesefinancialstatements.

CompanyStatementofChangesinEquity
TITLECONT.=
YEAREND=Fortheyearended30June2020
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1.  CORPORATE INFORMATION

AlternativeIncomeREITPlc(the‘Company’)isapubliclimitedcompanyandaclosedendedRealEstateInvestmentTrust(‘REIT’)
incorporatedon18April2017,anddomiciledintheUKandisregisteredinEnglandandWales.TheregisteredofficeoftheCompany
islocatedat1KingWilliamStreet,London,UnitedKingdom,EC4N7AF.

TheCompany’sOrdinaryShareswerelistedontheOfficialListoftheUKListingAuthorityandadmittedtotradingontheMainMarket
oftheLondonStockExchangeon6June2017.

TheCompanyistheultimateparentcompanyoftheAlternativeIncomeREITHoldCoLimitedandAlternativeIncomeLimited.Its
primaryactivityistoholdsharesinsubsidiarycompaniesandinvestindirectpropertyinvestments.

2.  ACCOUNTING POLICIES

Basis of preparation

ThesefinancialstatementsarepreparedandapprovedbytheDirectorsinaccordancewithFinancialReportingStandard101Reduced
DisclosureFramework(FRS101)andinaccordancewithapplicableaccountingstandards.AspermittedbyFRS101,theCompany
hastakenadvantageofthedisclosureexemptionsavailableunderthatstandardinrelationtocapitalmanagement,presentationof
cashflowstatement,standardsnotyeteffective,impairmentofassetsandrelatedpartytransactions.

ThefinancialstatementsarepresentedinSterlingandallvaluesareroundedtothenearestthousandpounds(£’000),exceptwhen
otherwiseindicated.

ThefinancialstatementsoftheCompanyfollowtheaccountingpoliciesoftheGrouplaidoutonpages63to67.

Foranassessmentofgoingconcernrefertotheaccountingpolicy2.4oftheGrouponpage64.

Thecurrentperiodisforaperiodof12monthsfrom1July2019to30June2020.Thecomparativeperiodisforaperiodof12months
from1July2018to30June2019.

Investments in Subsidiary Companies

Investmentsinsubsidiarycompanieswhichareall100%ownedbytheCompanyareincludedinthestatementoffinancialposition
atcostlessprovisionforimpairment.

Impairment of non-financial assets 

ThecarryingamountsoftheCompany’sinvestmentinsubsidiariesarereviewedateachreportingdatetodeterminewhetherthere
isany indicationof impairment. Ifanysuch indicationexists, thentheasset’srecoverableamount isestimated.Therecoverable
amountofanassetisthegreaterofitsvalueinuseanditsfairvaluelesscoststosell.

Animpairmentlossisrecognisedifthecarryingamountofanassetexceedsitsestimatedrecoverableamount.Impairmentlosses
arerecognisedinprofitorloss.

Impairmentlossesrecognisedinpriorperiodsareassessedateachreportingdateforanyindicationsthatthelosshasdecreasedor
nolongerexists.Animpairmentlossisreversediftherehasbeenachangeintheestimatesusedtodeterminetherecoverable
amount.Animpairmentlossisreversedonlytotheextentthattheasset’scarryingamountdoesnotexceedthecarryingamountthat
wouldhavebeendetermined,netofdepreciationoramortisation,ifnoimpairmentlosshadbeenrecognised.

NotestotheCompanyAccounts
TITLECONT.=
YEAREND=



84 ALTERNATIVE INCOME REIT PLC

FINANCIALSTATEMENTS

NOtEstOtHECOMPANYACCOUNts 


3.  INVESTMENTS

3a. Investments in Subsidiary Companies

 30 June 2020 
£’000

 30 June 2019 
£’000

Atthebeginningoftheyear 73,158 71,309

Investmentinsubsidiarycompanies – 1,849

At the end of the year  73,158  73,158 

Alistofsubsidiaryundertakingsat30June2020isincludedonnote17oftheConsolidatedFinancialStatements.

TheDirectorshaveconsideredtherecoverabilityoftheinvestmentinsubsidiarycompanybycomparingthecarrying
value of the investment to the net asset value of the subsidiary. The directors consider the net asset value of the
subsidiarytobeareliableproxytotherecoverableamountasthepropertiesheldbythecompanyarecarriedatfair
value.Thenetassetvalueofthesubsidiarycompanyexceedthecarryingamountoftheinvestmentinsubsidiaryand
theDirectorshaveconcludedthatnoimpairmentisnecessary.

3b. Investment property

 30 June 2020 
£’000

 30 June 2019 
£’000 

(Restated - note 6)

Atthebeginningoftheyear 2,055 –

Purchasesintheyear – 2,203

Revaluationofinvestmentproperty (30) (143)

Adjustmenttofairvalueforrentsmoothing (14) (5)

 2,011  2,055 

4.  RECEIVABLES AND PREPAYMENTS

Receivables
 30 June 2020 

£’000

 30 June 2019  
£’000 

(Restated - note 6)

Rentdebtor 65 –

Less:Provisionforimpairmentoftradereceivables (65) –

Rentsmoothingdebtor–rentindexation 19 5

VATreceivable 17 251

 36  256 

Prepayments

Otherprepayments 5 8

 5  8 

Total  41  264 



85ANNUAL REPORT & ACCOUNTS 2020

FINANCIALSTATEMENTS

NOtEstOtHECOMPANYACCOUNts 


5.  PAYABLES AND ACCRUED EXPENSES

 30 June 2020 
£’000

30 June 2019  
£’000 

(Restated - note 6)

Duetosubsidiaries 11,471 8,106

Deferredincome 30 30

Tradecreditors 6 –

Accruals 368 295

Othercreditors 61 107

Total  11,936  8,538 

Amountsduetosubsidiariesareunsecured,interestfreeandrepayableondemand.

6. PRIOR YEAR RESTATEMENT

DuringtheprocessofthepreparationoftheCompany’sfinancialstatementsfortheyearended30June2020,itwas
notedthattheregisteredownerofSilverTrees,Nailsea,BristolisAlternativeIncomeLimitedinsteadoftheCompany.
Transactions relating to the property from the acquisition date of January 2019 to 30 June 2019 were incorrectly
accountedforinthebooksoftheCompany.Thiscorrectionrepresentsapriorperiodaccountingadjustmentwhichisto
beaccounted forretrospectively in the financialstatements.Consequently, theCompanyhasadjusted therelevant
comparativeamountspresentedinthecurrentperiod’sfinancialstatementsaffectedbytheaccountingrestatement.

ThefollowingtablesummarisestheimpactontheCompany’sfinancialstatements:

 30 June 2019, as 
previously reported 

£000 
 Adjustments 

 £’000 

 30 June 2019, 
as restated 

£000

Balance sheet

Investmentproperty 8,675 (6,620) 2,055

Receivablesandprepayments 294 (30) 264

Payablesduetosubsidiary 14,927 (6,821) 8,106

Otherpayables 527 (95) 432

Payablesandaccruedexpenses 15,454 (6,916) 8,538

Comprehensive income/(loss)

Comprehensiveloss (1,552) 266 (1,286)

Thereductionininvestmentpropertyrepresentsthefairvalue(netofrentsmoothingadjustmentof£30(£’000))ofSilver
Trees,Nailsea,Bristolasat30June2019whilethe£266(£’000)adjustmentoncomprehensivelossrepresentsthe
propertyincome,expenseandvaluationsurplusesthatarenowrecognisedinthesubsidiaryaccounts.Theneteffectof
theadjustmenthasbeenrecognisedagainsttheintercompanybalanceswiththesubsidiary.
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7. DIVIDENDS PAID

 30 June 2020 
£000

 30 June 2019 
£000

Fourthinterimdividenddeclaredinrespectofthequarterended30June2019at1.375p
perOrdinaryShare(2019:quarterended30June2018at1.25pperOrdinaryShare*)

1,107 1,006

Firstinterimdividendpaidinrespectofthequarterended30September2019at1.375p
perOrdinaryShare(2019:quarterended30September2018at1.375pperOrdinary
Share)

1,107 1,107

Secondinterimdividenddeclaredinrespectofthequarterended31December2019
at1.375pperOrdinaryShare(2019:quarterended31December2018at1.375pper
OrdinaryShare)

1,107 1,107

Thirdinterimdividenddeclaredinrespectofthequarterended31March2020at0.83p
perOrdinaryShare(2019:quarterended31March2019at1.375pperOrdinaryShare)

664 1,107

Total dividends paid during the year  3,985 4,327

Fourthinterimdividenddeclaredinrespectofthequarterended30June2019at
1.375pperOrdinaryShares(2019:quarterended30June2018at1.25pperOrdinary
Share*)

(1,107) (1,006)

Fourthinterimdividenddeclaredinrespectofthequarterended30June2020at
1.425pperOrdinaryShare*

1,147 1,107

Total dividends in respect of the year  4,025 4,428

*DividendsdeclaredaftertheyearendarenotincludedintheCompany’sFinancialStatementsasaliability.

8.  ISSUED SHARE CAPITAL

 For the year ended 
30 June 2020

 For the year ended 
30 June 2019

£’000
 Number of  

Ordinary Shares £’000
 Number of  

Ordinary Shares 

Ordinary Shares issued and fully paid

Atthebeginningoftheyear 805 80,500,000 805 80,500,000

At the end of the year 805 80,500,000 805 80,500,000

9.   EVENTS AFTER REPORTING DATE

Dividend  

On6August2020,theBoarddeclaredaninterimdividendof1.425pencepershareinrespectoftheperiodfrom1April
2020to30June2020.Thiswaspaidon28August2020toshareholdersontheregisterasat14August2020.The
ex-dividenddatewas13August2020.(2019:On8August2019,theBoarddeclaredaninterimdividendof1.375pence
pershareinrespectoftheperiodfrom1April2019to30June2019.Thiswaspaidon30August2019toshareholders
ontheregisterasat16August2019.Theex-dividenddatewas15August2019).

REIT compliance 

Consistentwiththetwopreviousyear-ends,aspartoftheGroup’syear-endprocedures,thoseshareholdersholding
morethan10%oftheCompanyshares,wereaskedtoconfirmthattheirholdingswereheldsufficientlywidelytocomply
withthesubstantialshareholderrule.Inconsistentwiththepreviousyear-ends,asat30June2020,onesuchshareholder
wasunabletodoso,andthenon-compliancebytheshareholderconcernedwillbedealtwithinaccordancewiththe
Company’sArticlesofAssociation.
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EPRA Yield calculations
 2020 
£000

 2019 
£000

Investmentproperty–whollyowned 104,760 112,990

Allowanceforestimatedpurchasers’costs 7,857 7,683

Gross up completed property portfolio valuation B  112,617  120,673 

Annualisedcashpassingrentalincome 6,496 6,055

Propertyoutgoings (55) (40)

Annualised net rents A  6,440  6,015 

Add:notionalrentexpirationofrentfreeperiodsorotherleaseincentives 1,407 1,578

Topped-up net annualised rent C  7,847  7,593 

 

EPRA NIY A/B 5.72% 4.98%

EPRA “topped-up” C/B 6.97% 6.29%

EPRA Cost Ratios  2020  2019 

Include:

Administrative/operatingexpenselineperIFRSincomestatement 1,491 1,164

Netservicechargecosts/fees – –

Propertyoperatingexpense 56 162

Otheroperatingincome/rechargesintendedtocoveroverheadexpenseslessany
relatedprofits

– –

ShareofJointVenturesexpenses – –

InvestmentPropertydepreciation – –

Groundrentcosts – –

Servicechargecostsrecoveredthroughrentsbutnotseparatelyinvoiced –

EPRACosts(includingdirectvacancycosts) A 1,547 1,326

Directvacancycosts – –

EPRACosts(excludingdirectvacancycosts) B 1,547 1,326

GrossRentalIncome 7,351 6,907

Less:servicefeeandservicechargecostscomponentsofGrossRentalIncome
(ifrelevant)

– –

Add:shareofJointVentures(GrossRentalIncomelessgroundrentcosts) – –

GrossRentalIncome(C) C 7,351 6,907

EPRA Cost Ratio (including direct vacancy costs) A/C 21.05% 19.20%

EPRA Cost Ratio (excluding direct vacancy costs) B/C 21.05% 19.20%

Vacancy rate
 2020 
£000

 2019 
£000

ERVvacant – –

ERVtotal % 6,729 6,686

Vacant space 0.00% 0.00%

 
ePRA unaudited Performance Measure Calculations 
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shareRegisterEnquiries
TheregisterfortheOrdinarySharesismaintainedbyComputershareInvestorServicesPLC.Intheeventofqueries
regardingyourholding,pleasecontacttheRegistraron03707071874oremail:web.queries@computershare.co.uk.

Changesofnameand/oraddressmustbenotifiedinwritingtotheRegistrar,attheaddressshownonpage92.Youcan
check your shareholding and find practical help on transferring shares or updating your details at
www.investorcentre.co.uk. Shareholders eligible to receive dividend payments gross of tax may also download
declarationformsfromthatwebsite.

shareinformation
Ordinary£0.01shares80,500,000

SEDOLNumberBDVK708

ISINNumberGB00BDVK7088

Ticker/TIDMAIRE

sharePrices
TheCompany’sOrdinarySharesaretradedontheMainMarketoftheLondonStockExchange.

FrequencyofNAVpublication
TheGroup’sNAVisreleasedtotheLondonStockExchangeonaquarterlybasisandispublishedontheCompany’s
websitewww.alternativeincomereit.com.

AnnualandinterimReports
CopiesoftheAnnualandInterimReportsareavailablefromtheGroup’swebsite.

FinancialCalendar

26November2020 AnnualGeneralMeeting

31December2020 Half-yearend

March2021 Announcementofinterimresults

30June2021 Yearend

October2021 Announcementofannualresults
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Alternative Investment Fund Manager 
or AIFM or Investment Manager

LanghamHallFundManagementLLP.

Company AlternativeIncomeREITplc.

Contracted rent Theannualisedrentadjustingfortheinclusionofrentsubjecttorent-free
periods.

Earnings Per Share (‘EPS’) Profit for the period attributable to equity shareholders divided by the
weightedaveragenumberofOrdinarySharesinissueduringtheperiod.

EPRA European Public Real Estate Association, the industry body representing
listedcompaniesintherealestatesector.

EPRA cost ratio 
(including direct vacancy costs)

The ratio of net overheads and operating expenses against gross rental
income(withbothamountsexcludinggroundrentspayable).Netoverheads
andoperatingexpensesrelatetoalladministrativeandoperatingexpenses.

EPRA cost ratio (excluding direct 
vacancy costs)

Theratiocalculatedabove,butwithdirectvacancycostsremovedfromnet
overheadsandoperatingexpensesbalance.

EPRA Earnings Per Share Akeymeasureofacompany’sunderlyingoperatingresultsandanindication
oftheextenttowhichcurrentdividendpaymentsaresupportedbyearnings.

EPRA NAV NAV adjusted to include properties and other investment interests at fair
valueandtoexcludecertainitemsnotexpectedtocrystalliseinalong-term
investmentpropertybusiness.

EPRA NNNAV EPRANAVadjustedtoreflectthefairvalueofdebtandderivativesandto
includedeferredtaxationonrevaluations.

EPRA Net Initial Yield (‘NIY’) Annualisedrentalincomebasedonthecashrentspassingatthebalance
sheetdate,lessnon-recoverablepropertyoperatingexpenses,dividedbythe
marketvalueoftheproperty,increasedwith(estimated)purchasers’costs.

EPRA Topped-Up Net Initial Yield ThismeasureincorporatesanadjustmenttotheEPRANIYinrespectofthe
expirationofrent-freeperiods(orotherunexpiredleaseincentivessuchas
discountedrentperiodsandsteprents).

EPRA Vacancy Rate EstimatedRentalValueofvacantspaceasapercentageof theEstimated
RentalValueofthewholeportfolio.

Equivalent Yield Theinternalrateofreturnofthecashflowfromtheproperty,assuminga
risetoEstimatedRentalValueatthenextrevieworleaseexpiry.Nofuture
growthisallowedfor.

Estimated Rental Value (‘ERV’) Theexternalvaluer’sopinionastotheopenmarketrentwhich,onthedate
ofthevaluation,couldreasonablybeexpectedtobeobtainedonanewletting
orrentreviewofaproperty.

External Valuer Anindependentexternalvaluerofaproperty.TheGroup’sExternalValueris
KnightFrankLLP.

Fair value Theestimatedamountforwhichapropertyshouldexchangeonthevaluation
date between a willing buyer and a willing seller in an arm’s length
transaction after proper marketing and where parties had each acted
knowledgeably,prudentlyandwithoutcompulsion.

Fair value movement Anaccountingadjustmenttochangethebookvalueofanassetorliabilityto
itsfairvalue.

FCA TheFinancialConductAuthority.

Gross Asset Value (‘GAV’) The aggregate value of the total assets of the Group as determined in
accordancewithIFRS.

IASB InternationalAccountingStandardsBoard.

Glossary
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90 ALTERNATIVE INCOME REIT PLC

INFORMATION

glOssARYContinued


IFRS International Financial Reporting Standards, as adopted by the European
Union.

Investment Adviser M7RealEstateLimited.

IPO TheadmissiontotradingontheLondonStockExchange’sMainMarketof
thesharecapitaloftheCompanyandadmissionofOrdinarySharestothe
premiumlistingsegmentoftheOfficialListon6June2017.

Lease incentives Incentivesofferedtooccupierstoenterintoalease.Typicallythiswillbean
initialrent-freeperiod,oracashcontributiontofit-out.Underaccounting
rulesthevalueoftheleaseincentiveisamortisedthroughtheConsolidated
StatementofComprehensiveIncomeonastraight-linebasisuntilthelease
expiry.

Loan to Value (‘LTV’) The value of loans and borrowings utilised (excluding amounts held as
restricted cash and before adjustments for issue costs) expressed as a
percentageofthecombinedvaluationofthepropertyportfolio(asprovided
bythevaluer)andthefairvalueofotherinvestments.

Net Asset Value (‘NAV’) NetAssetValueistheequityattributabletoshareholderscalculatedunder
IFRS.

Net Asset Value per share Equity shareholders’ funds divided by the number of Ordinary Shares in
issue.

Net equivalent yield Calculated by the Group’s External Valuers, net equivalent yield is the
internal rate of return from an investment property, based on the gross
outlaysforthepurchaseofaproperty(includingpurchasecosts),reflecting
reversionstocurrentmarketrentanditemsasvoidsandnon-recoverable
expenditure but ignoring future changes in capital value. The calculation
assumesrentisreceivedannuallyinarrears.

Net Initial Yield (‘NIY’) The initial net rental income from a property at the date of purchase,
expressedasapercentageofthegrosspurchasepriceincludingthecostsof
purchase.

Net rental income Rentalincomereceivableintheperiodafterpaymentofgroundrentsandnet
propertyoutgoings.

Ongoing Charges The ratio of annualised total administration and property operating costs
expressedasapercentageofaverageNAVthroughouttheperiod.

Ordinary Shares ThemaintypeofequitycapitalissuedbyconventionalInvestmentCompanies.
Shareholders are entitled to their share of both income, in the form of
dividendspaidbytheCompany,andanycapitalgrowth.

Passing rent Thegrossrent,lessanygroundrentpayableunderheadleases.

pps Pencepershare.

REIT ARealEstateInvestmentTrust.AcompanywhichcomplieswithPart12of
theCorporationTaxAct2010.Subject to thecontinuingrelevantUKREIT
criteriabeingmet,theprofitsfromthepropertybusinessofaREIT,arising
frombothincomeandcapitalgains,areexemptfromcorporationtax.

Reversion Increase in rentestimatedby theCompany’sExternalValuers,where the
passingrentisbelowtheERV.

Share price Thevalueofashareatapointintimeasquotedonastockexchange.The
Company’sOrdinarySharesarequotedontheMainMarketoftheLondon
StockExchange.

titLe Cont. = Continued
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Total returns The returns to shareholders calculated on a per share basis by adding
dividendpaidintheperiodtotheincreaseordecreaseinthesharepriceor
NAV. The dividends are assumed to have been reinvested in the form of
OrdinarySharesorNetAssets.

Total Shareholder Return Thepercentagechangeinthesharepriceassumingdividendsarereinvested
topurchaseadditionalOrdinaryShares.

Weighted Average Unexpired Lease 
Term (‘WAULT’)

The average lease term remaining for first break, or expiry, across the
portfolioweightedbycontractedrentalincome(includingrentfrees).

titLe Cont. = Continued
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Directors
SteveSmith(Independentnon-executiveChairman)
JimPrower(Independentnon-executiveDirector)
AlanSippetts(Independentnon-executiveDirector)

RegisteredOffice
1KingWilliamStreet
London
EC4N7AF

AiFM
LanghamHallFundManagementLLP
1FleetPlace
8thFloor
London
EC4M7RA

PropertyManager
MasonOwenandPartnersLimited
7thFloor
20ChapelStreet
Liverpool
L39AG

CorporateBroker
PanmureGordon(UK)Limited
OneNewChange
London
EC4M9AF

legalAdvisertotheCompany
TraversSmithLLP
10SnowHill
London
EC1A2AL

Companywebsite
https://www.alternativeincomereit.com/

Depositary
LanghamHallUKDepositaryLLP
8thFloor
1FleetPlace
London
EC4M7RA

investmentAdviserandAdministrator
M7RealEstateLimited
3rdFloor
TheMonumentBuilding
11MonumentStreet
London
EC3R8AF

ConsultantPortfolioManager
KingCapitalConsultingLimited
140aTachbrookStreet
London
SW1V2NE

Companysecretary
HanwayAdvisoryLimited
1KingWilliamStreet
London
EC4N7AF

Registrar
ComputershareInvestorServices
PLC
ThePavilions
BridgwaterRoad
Bristol
BS138AE

Auditor
KPMGLLP
15CanadaSquare
London
E145GL

Valuer
KnightFrankLLP
55BakerStreet
London
W1U8AN

CommunicationsAdvisor
Maitland/AMO
3PancrasSquare
London
N1C4AG

shareholderinformation
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