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FINANCIALHIGHLIGHTS

ASAT30JUNE

2022 2021 Change

Net Asset Value (‘NAV’) £77.6 million £68.9 million +12.6 %

NAV per share 96.4 p 85.6 p +12.6 %

Share price 82.1 p 71.0 p +15.6 %

Loan to gross asset value (‘GAV’) A 33.7 % 36.3 % –

Loan Facility £41 million £41 million –

FORTHEYEARENDED30JUNE
2022 2021 Change

EPRA earnings per share A 6.27 p 5.55 p +13.0 %

Adjusted earnings per share A 5.57 p 5.07 p +9.9 %

Dividend cover A 101.27 % 98.6 % +2.7 %

Total dividends per share 5.5 p 5.14 p +7.0 %

Dividend yieldA 6.7 % 7.2 % -0.5 %

Operating profit (including gain on 
sale of investment property)

£6.6 million £6.3 million +4.8 %

Profit before tax £13.2  million £5.6 million +135.7 %

Earnings per share (‘EPS’) 16.36 p 6.92 p +136.4 %

Share price total return A 24.3 % 43.5 % –

NAV total return A 22.5 % 8.3 % –

Investment property fair value 
(based on external valuation)

£117.9  million £109.2 million +8.0 %

Annualised passing rent £7.2 million £7.0 million +2.9 % 

Ongoing charges A (annualised) 1.42 % 1.27 % +15 bps

HIGHLIGHTNOTES

• The majority of the NAV increase to 96.4 pence per share (pps) is due to the £8.7 million (8%) valuation uplift in 
investment properties, which primarily came from improved market conditions, following the last year’s COVID-19 
negative impact on valuations.   

•   A healthy dividend yield of 6.7%; the 0.5% decrease from the prior year being a result of the Company’s rising 
share price.

• Dividends in respect of the year total 5.5pps a substantial 7.0% increase from the previous year and in line with 
the Board’s target annual dividend.

•   Profit before tax increased 135.7% to £13.2 million and earnings per share to 16.36pps for the year. The majority 
of this increase is due to the £8.7 million valuation uplift in investment properties.

• Loan to GAV ratio of 33.7% with significant headroom on the lender’s loan to value covenant of 60% and interest 
cover covenant of 250%. The loan matures in 2025 and is fixed at a weighted average interest cost of 3.19%.

Strategic report 
Highlights
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A Alternative Performance Measure, please see pages 88 to 89 for further details.
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OPERATIONALOVERVIEW

AttheGroup’sYearEndof30June2022:
• The Group’s property portfolio had a fair value of

£117.9 million across 19 properties (2021: £109.2
millionacross19properties).

• Onalike-for-likebasis,excludingthenewlyacquired
and disposed asset, the 18 properties held
throughouttheyearwerevaluedat£112.8millionat
30 June 2022 (2021: £103.9 million), a valuation
increaseof£8.9millionor8.6%.

• TheEPRANet InitialYieldA (‘NIY’)was5.7%(2021:
5.9%).

• TheportfoliohadAnnualisedGrossPassingRental
IncomeAof£7.2millionacross19properties(2021:
£7.0millionacross19properties).

• 96% of the Group’s income is inflation linked to
RetailPrice Index (‘RPI’)orConsumerPrice Index
(‘CPI’).

• The assets were fully let at both the current and
previousyearend.

• The weighted average unexpired lease term
(‘WAULT’)was:

• 17.5 years to the earlier of break and expiry
(2021:17.8years)

• 19.4yearstoexpiry(2021:19.8years).

IncomeandExpenseDuringtheYear
• Rent recognised was £7.5 million (2021: £7.2

million),ofwhich,£0.5millionwasaccrueddebtors
for the combination of minimum uplifts and rent-
freeperiod(2021:accrueddebtorsof£0.5million).

• Ongoing charges increased from 1.27% to 1.42%.
The Board has continued in its effort to carefully
control costs,andasignificantpart (0.13%)of the
0.15% increase was as a result of the Investment
Adviser’swaiveroffeesintheprioryear.

PropertyTransactionsDuringtheYear
• On 1 December 2021, the Group completed the

disposal of the freehold interest in the Audi car
showroominHuddersfieldtotheoccupierfor£5.50
million,representinga3.80%premiumonthebook
valueat30June2021andanetexityieldof6.75%.

• On 28 January 2022, the Company completed the
acquisition of the Volvo car showroom in a prime
locationontheA4BathRoad,Sloughfor£5.0million
with a materially longer WAULT of 15 years. This
acquisition redeployed the net proceeds from the
Group’s disposal of its Audi car showroom in
Huddersfield.

Operationalhighlightsafteryearend
• On 2 August 2022 the Board declared an interim

dividendof1.60ppsinrespectofthequarterended
30June2022.Thiswaspaidon26August2022to
shareholdersontheregisterat12August2022.The
ex-dividenddatewas11August2022.

• By 22 September 2022, the Group had collected
100%ofrentforthe4rentalquartersofthefinancial
year being reported. All rent deferred due to
COVID-19hasbeenpaid.

OUTLOOK

• TheGroupiscontinuingtodealwithabackdropof
globalandrecentUK-centredeconomicheadwinds
impactingtheUKcommercialpropertysector.

• TheCompany’s resilientportfolioof19 investment
propertiescontinuestoprovideinvestorswithlong-
datedhigheryieldingincome,ofwhich96%islinked
toinflationarygrowth,andwithaweightedaverage
unexpired lease term to break of 17.5 years. The
portfolioalsoprovidesinvestorswithexposuretoa
diverserangeofalternativeinvestmentsectorsand
itsexistingCanadaLifeseniordebtfacilityeliminates
theGroup’sexposuretoincreasingdebtcosts.

• Overthenext12-monthfinancialperiod,66%ofthe
Group’s incomes will be reviewed (44% annual
index-linked rent reviews and 21% periodic index-
linked rent reviews (5 years since the previous
reviews)),helpingtosupportourfocusondelivering
anincreasingdividendthatisfullycovered.

TiTLE CONT. = Continued 

AConsideredtobeanAlternativePerformanceMeasure.



STRATEGICREPORT

CHAIRMAN’SSTATEMENT 


5ANNUAL REPORT & ACCOUNTS 2022

OVERVIEW

IampleasedtopresenttheannualauditedresultsofAlternativeIncome
REITplc(the‘Company’)togetherwithitssubsidiaries(the‘Group’)forthe
financialyearended30June2022.

Followingthesuccessfulvaccinationprogrammewhich
allowedthegovernmenttoeaseCOVID-19restrictions,
the Russia-Ukraine war has had wide-ranging
macroeconomic effects, increasing inflationary
pressures and supply chain disruption to many
industries,whichhavebeenrecentlyexacerbatedinthe
UK.Throughoutthesechallenges,our100%letportfolio
hasdemonstrated its resilience,and theDirectorsare
pleased that we have been able to pay an increased
dividendof5.5pps(2021:5.14pps),meetingthetargetof
a 5.5pps fully covered dividend for the year ended 30
June 2022. Furthermore, through increases in the
portfoliovaluationand incomeearnedduringtheyear,
theNetAssetValue(‘NAV’)persharehasincreasedby
12.6%to96.40pps.

Weareverypleasedtoreportasharepricetotalreturnof
24.3%andaNAVtotalreturnof22.5%toshareholders
fortheyear,demonstratingthattheCompanycontinues
toprovideourshareholderswithattractive,secure,long
datedincomeandcapitalgrowth.

Asannouncedinourresultsforthehalfyearended31
December2021,on1December2021wecompletedthe
disposalofthefreeholdinterestintheAudicarshowroom
in Huddersfield to the occupier for £5.5 million,
representinga3.8%premiumonthebookvalueasat30
June2021andanetexityieldof6.75%.On28January
2022,wewerealsodelightedtoannouncethatwehad
swiftlyredeployedtheseproceedsthroughtheacquisition
ofastate-of-the-artcarshowroomlettoVolvofor£5.0
million(netofacquisitioncoststotheCompany)witha
materiallylongerWAULTof15years.

Furthermore,atotalof12rentreviewstookplaceduring
theyearwithacombinedupliftof£259,000representing
a3.9%increaseincontractedrentacrosstheportfolio,
furtherenhancingincome.

PORTFOLIOPERFORMANCE
The near full deployment of the Group’s funds for the
whole year resulted in headline rent of £7.5 million
during the year, of which, £0.5 million was accrued
debtors for the combination of minimum contracted
upliftsandrent-freeperiods(2021:£7.2million;accrued
debtorsof£0.5million).

At30June2022,theGroup’spropertyportfoliohadafair
value of £117.9 million (2021: £109.2 million). The
portfoliohadanetinitialyieldof5.7%(2021:5.9%),anda
WAULT to the first break of 17.5 years, 19.4 years to
expiry (2021: 17.8 years to first break, 19.8 years to
expiry).

FINANCING
TheGrouphasfullyutilised its£41millionloanfacility
withCanadaLifeInvestmentsthroughouttheyear.The
weightedaverageinterestcostofthefacilityis3.19%and
itisrepayableon20October2025.Ifrepaymentismade
prior to this date, and the corresponding Gilt rate is
lowerthanthecontractedrateofinterest,thentheloan
termsprovide foraprepayment fee,whichat 30June
2022was£486,088.

DIVIDENDSANDEARNINGS
The Company declared three interim dividends of
1.30ppseachandafourthinterimdividendof1.60ppsin
respectofthefinancialyear,totalling5.5pps(2021:four
dividendstotalling5.14pps),representinganincreaseof
7.0%andmeetingourtargetdividendaheadofschedule.
This underlines the Company’s strong rent collection
andcashflows.

As set out in Note 8 to the Consolidated Financial
Statements,thesedividendswerecoveredbybothEPRA
EarningsAof6.27pps(2021:5.55pps),andtheGroup’s
Adjusted EPS (representing cash) of 5.57pps (2021:
5.07pps).

ItistheBoard’sintentiontocontinuetopayfourequally
spaceddividendseachyear,withpaymentsinNovember,
February,MayandAugust.Inordertodothis,allmust
bepaidasinterimdividendswhichpreventsshareholders
having the opportunity to vote on a final dividend.
Recognising this, and though not required, the Board
have added a dividend policy setting out the above
dividendpaymentscheduleand,by resolution9of the
AGMnotice,havegivenshareholderstheopportunityto
voteonthispolicy.

DISCOUNT

ThediscountofthesharepricetoNAVattheyearend
hadnarrowedslightlyto14.8%from17.0%atthe

CHAIRMAN’SSTATEMENT
TITLECONT.=
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previousyearend.TheBoardmonitorsthediscount
levelthroughouttheyearandhastheauthoritytoboth
issueandbuybackshares.Althoughthesepowershave
notbeenusedtodate,theBoardbelievethese
authoritiesareimportantpowersforittohaveavailable
ifrequired,andthereforerecommendthatshareholders
voteinfavouroftheircontinuance.

BOARDCOMPOSITION
As a board of only three directors, there has been
considerablechangeintheyearwiththeresignationof
Jim Prower and the appointment on the same day of
Stephanie Eastment as an independent non-executive
directorandAuditCommitteeChair.Jimtakeswithus
ourthanksforhishardworkthroughoutthelifeofthe
CompanywhichincludedthechangeoftheInvestment
Adviser - no mean undertaking - and his wealth of
commercialexpertise.Stephaniejoineduson1October
2021sohasbeenon theBoard for themajorityof the
financial year being reported. Her experience and
knowledgehasbeenverywelcome,andherbiography
canbefoundonpage32.

AfterservingontheBoardforoverfiveyearsandhaving
guided the Company through a period of stabilisation,
costcontrolandhavingprovidedcontinuityofhistorical
knowledgefollowingdirectorchangesoverthelasttwo
years,IintendtostepdownasaDirectorandChairofthe
Company. A formal recruitment process for my
replacement will be carried out, and I will remain as
DirectorandChairuntilthisprocesshasbeencompleted.
Afurtherannouncementwillbemadeinduecourse.

CONTINUATIONRESOLUTION
AtourupcomingAnnualGeneralMeeting(AGM)on10
November2022,wewillbepresentingaresolutionfor
shareholderstoconsiderwhethertheCompanyshould
continueitsbusinessaspresentlyconstituted,as
requiredundertheCompany’sArticlesofAssociation.

The Board’s focus for the last two years has been to
maximise rent collection, income distribution and
returns to shareholders, whilst maintaining a low
operating cost base and taking initiatives within the
Group’s current portfolio of assets. This year has
demonstratedthattheCompanyhasanattractive,well-
managed and resilient portfolio which continues to
increaseinvaluewithgrowingcontractedrents,96%of
which are linked to inflation and with 100% rent
collection. The Board believes that the Company can
continue to deliver strong returns. Consequently, and
followingdetailedconsiderationbytheBoardwhichtook
into account the advice of the Company’s broker and
viewsofmajorshareholders, theBoardconsidersthat
the Company should continue in its current form and
thereforerecommendshareholdersvoteinfavourofthe
resolution.TheDirectorshaveconfirmedtheirintention
tovotetheirshareholdingsinfavourofcontinuation.

The Board will continue to canvas the views of
shareholders,includingintheleaduptothematurityof
thecurrentdebtfacilityinOctober2025,toensurethat
the strategy adopted by the Board for your Company
continuestobeinthebestinterestsofshareholders.

AGM
TheCompanywillholditsAGMat10amon10November
2022 at The Monument Building, 11 Monument Street,
London EC3R 8AF. The AGM will be in its traditional
format, though this is subject to there being no re-
introduction of any Government restrictions preventing
this.The InvestmentAdviserwillgiveapresentationon
theCompanyandtheinvestmentoutlookbeforetheAGM.

I always welcome engagement by shareholders at the
AGM.Shareholdersmayalsosubmitquestionstomyself,
my fellow directors and the Investment Adviser by
emailing cosec@hanwayadvisory.com or by writing to
Alternative Income REIT plc, 1 King William Street,
LondonEC4N7AF.

OUTLOOK
The Board remains convinced by the fundamentals of
theGroup’sresilientportfolioandiscommittedtofurther
enhancementofbothincomeandcapitalgrowththrough
the inflation linked upwards only rent reviews, active
asset management opportunities and opportunistic
transactions.Havingachieved themajormilestoneset
outintheCompany’sprospectusofthedividendtargetof
5.5p,ourfocusisongeneratinganincreasingdividend
which is fully covered by the Group’s fully invested
portfolio. Our recent dividend increase is testament to
the Board’s confidence in the long-term value we can
delivertoourshareholders.

WeremaincognisantofthediscountintheCompany’s
sharepricetoNAVandcontinuetoexploreinitiativesand
opportunities to narrow this discount and increase
liquidity.TheCompany’ssharepricehasincreasedinthe
yearby15.6%to82.10pasat30June2022.Wecontinue
to believe there is a significant market opportunity for
certainpropertysectorsintheUKandareconfidentthat
delivering on our outlined strategy will continue to
supportoursharepriceandimproveliquidity,whichin
turnshouldnarrowthediscount.

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

Alan Sippetts 
Chairman

28September2022
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INTRODUCTION

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

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

INVESTMENTPOLICY

Inordertoachievetheinvestmentobjective,theGroup
investsinfreeholdandlongleaseholdpropertiesacross
thewholespectrumoftheUKpropertysector,butwith
afocusonalternativeandspecialistrealestatesectors.
Examplesofalternativeandspecialistrealestate
sectorsinclude,butarenotlimitedto,leisure,hotels,
healthcare,education,logistics,automotive,supported
livingandstudentaccommodation.

Intheeventofabreachoftheinvestmentpolicyorthe
investment restrictions set out below, the Alternative
Investment Fund Manager (‘AIFM’), as advised by the
Investment Adviser, shall inform the Board upon
becomingawareofthesameand,iftheBoardconsiders
thebreachtobematerial,notificationwillbemadetoa
RegulatoryInformationServiceandtheAIFM,asadvised
bytheInvestmentAdviser,willlooktoresolvethebreach.

Any material change to the investment policy or
investmentrestrictionsoftheGroupmayonlybemade
withthepriorapprovalofshareholders.

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 AIFM’s (as advised by the
Investment Adviser) assessment of their appeal and
specific asset investment opportunities, permitted
sectors include, but are not limited to the following:
Healthcare; Leisure; Hotels and serviced apartments;

Education; Automotive; Car parks; Residential;
Supported living; Student accommodation; Logistics;
Storage;Communications;Supermarkets;and,subject
tothelimitationsontraditionalsectorexposuresbelow,
Offices;Shoppingcentres;Retailandretailwarehouses;
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:

• aWAULT,atthetimeofinvestment,inexcessof18
years;

• 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 £2
millionand£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).

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 12-month period on (a) the
refurbishment of previously occupied space within the
existing Portfolio, or (b) the refurbishment of new
propertiesacquiredwithvacantunits.

BusinessModelandStrategy
TITLECONT.=
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TheGroupmayinvestincorporateandotherentitiesthatholdpropertyandtheGroupmayalsoinvestinconjunction
withthirdpartyinvestors.

InvestmentRestrictions

GAVoflessthan£250million

Investmentinasinglepropertylimitedto15%ofGAV(measuredatthetimeofinvestment).

Thevalueofassetsinanysub-sectorinonegeographicalregion,atthetimeofinvestment,shallnotexceed15%ofGAV.

GAVof£250millionorgreater

Investmentinasinglepropertylimitedto10%ofGAV(measuredatthetimeofinvestment).

Investmentswillbemadewithaviewtoreducingthemaximumexposuretoanysub-sectorinonegeographicalregion
to10%ofGAV.

• Thevalueofassetsinanyonesectorandsub-sector,atthetimeofinvestment,
shallnotexceed50%ofGAVand25%ofGAVrespectively.

• Exposuretoasingletenantcovenantwillbelimitedto15%ofGAV.

• TheGroupmaycommituptoamaximumof10%ofitsGAV(measuredatthe
commencementoftheproject)indevelopmentactivities.

• Investmentinunoccupiedandnon-incomeproducingassetswill,atthe
timeofinvestment,notexceed5%ofEstimatedRentalValue(‘ERV’).

• TheGroupwillnotinvestinotherclosed-endedinvestmentcompanies.

• IftheGroupinvestsinderivativesforthepurposesofefficientportfolioandcashmanagement,
thetotalnotionalvalueofthederivativesatthetimeofinvestmentwillnotexceed,inaggregate,20%ofGAV.

The Group will invest and manage its assets with the objective of spreading risk through the above investment
restrictions.

WhenthemeasureofGAVisusedtocalculatetherestrictionsrelatingto(i)thevalueofasinglepropertyand(ii)the
valueofassetsinanysub-sectorinonegeographicalregion,itwillreflectanassumptionthattheGrouphasdrawdown
borrowingssuchthattheseborrowingsareequalto30%ofGAV.

Borrowings
TheGrouphasutilisedborrowings toenhancereturnsover themediumterm.Borrowingshavebeenutilisedona
limitedrecoursebasisforeachinvestmentonallorpartofthetotalPortfolioandwillnotexceed40%ofGAV(measured
atdrawdown)ofeachrelevantinvestmentoroftheportfolio.

DividendPolicy
It istheDirectors’ intentiontopaydividendsinlinewiththeCompany’sinvestmentobjectivewithinterimdividends
payablebyfourinstalmentsquarterlyinNovember,February,MayandAugustinrespectofeachfinancialyeartoJune.
Additionally,thedividendpolicyallowsforthepaymentoffurtherinterimdividendsshouldcompliancewiththeREIT
rulesrequire.

BusinessModelandStrategy
TiTLE CONT. = Continued 
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KPI AND DEFINITION RELEVANCE TO STRATEGY PERFORMANCE

Net Initial Yield (‘NIY’)A 5.70%

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

TheNIYisanindicatoroftheabilityof
theGrouptomeetitstargetdividend
afteradjustingfortheimpactsof
leverageanddeductingoperating
costs.

At30June2022
(2021:5.94%)

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

17.5 years to break and  
19.4 years to expiry

Theaverageleasetermremainingto
expiryacrosstheportfolio,weightedby
contractedrent.

TheWAULTisakeymeasureofthe
qualityoftheportfolio.Longleases
underpinthesecurityofourfuture
income.

At30June2022
(2021:17.8yearstobreakand19.8years
toexpiry)

Net Asset Value (‘NAV’) per share £77.60 million /96.40pps

NAVisthevalueofanentity’sassets
minusthevalueofitsliabilities.

Providesstakeholderswiththemost
relevantinformationonthefairvalue
oftheassetsandliabilitiesofthe
Group.

At30June2022
(2021:£68.89million,85.58p)

Dividend per share 5.5pps

Dividendsdeclaredinrelationtothe
periodareinlinewiththestated
dividendtargetassetoutinthe
ProspectusatIPO.Havingachieved
thetargetdividendof5.5pence
perOrdinaryShareperannum,the
aimnowistoensureanincreasing
dividendinlinewiththeCompany’s
InvestmentObjective.

TheGroupseekstodelivera
sustainableincomestreamfrom
itsportfolio,whichitdistributesas
dividends.

Fortheyearended30June2022
(2021:5.14pps)

Adjusted EPSA 5.57pps

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

ThisreflectstheGroup’sabilityto
generateearningsfromtheportfolio
whichunderpinsdividends.

Fortheyearended30June2022
(2021:5.07pps)

Leverage (Loan-to-GAV)A 33.69%

TheproportionoftheGroup’sassets
thatisfundedbyborrowings.

TheGrouputilisesborrowingsto
enhancereturnsoverthemedium
term.Borrowingswillnotexceed40%
ofGAV(measuredatdrawdown).

At30June2022
(2021:36.34%)

KeyPerformanceIndicators
TITLECONT.=

A-IsconsideredbytheDirectorstobeanAlternativePerformanceMeasure(APM).TheNIYcalculationisthesamecalculationasthatforEPRANIY,
whichissetoutintheEPRAPerformanceMeasureCalculationonpage87.AdjustedEPSandLoan-to-GAVarealsoconsideredbytheDirectorstobe
APMs.Theircalculationsaresetoutinnote8(page72)andonpage88respectively.
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DetailedbelowisasummarytableshowingtheEPRAperformancemeasures(whichareallalternativeperformance
measures)intheGroup.

MEASURE AND DEFINITION PURPOSE PERFORMANCE

EPRA NIY1 - unaudited 5.70%

Annualisedrentalincomebasedonthecash
rentspassingatthebalancesheetdate,
lessnon-recoverablepropertyoperating
expenses,dividedbythemarketvalueof
theproperty,increasedwith(estimated)
purchasers’costs.

Acomparablemeasureforportfoliovaluations.
Thismeasureshouldmakeiteasierfor
investorstojudgethemselves,howthe
valuationoftwoportfolioscompare.

At30June2022
(2021:5.94%)

EPRA ‘Topped-up’ NIY1 - unaudited 6.41%

Thismeasureincorporatesanadjustmentto
theEPRANIYinrespectoftheexpirationof
rent-freeperiods(orotherunexpiredlease
incentivessuchasdiscountedrentperiods
andsteprents).

Acomparablemeasureforportfoliovaluations.
Thismeasureshouldmakeiteasierfor
investorstojudgethemselves,howthe
valuationoftwoportfolioscompare.

At30June2022
(2021:6.95%)

EPRA NAV2 £77.60 million/96.40pps

Netassetvalueadjustedtoinclude
propertiesandotherinvestmentinterests
atfairvalueandtoexcludecertainitems
notexpectedtocrystalliseinalong-term
investmentpropertybusiness.

MakesadjustmentstoIFRSNAVtoprovide
stakeholderswiththemostrelevantinformation
onthefairvalueoftheassetsandliabilities
withinarealestateinvestmentcompanywitha
long-terminvestmentstrategy.

At30June2022
(2021:£68.89million/
85.58pps)

EPRA Net Reinstatement Value2 £84.77 million/105.31pps

TheEPRANRVaddsbackthepurchasers’
costsdeductedfromtheEPRANAVand
deductsthebreakcostofbankborrowings.

Ameasurethathighlightsthevalueofnet
assetsonalong-termbasis.

At30June2022
(2021:£72.53million/
90.09pps)

EPRA Net Tangible Assets2 £77.11 million/95.79pps

TheEPRANTAdeductsthebreakcostof
bankborrowingsfromtheEPRANAVandany
unavoidabledeferredtax.

Ameasurethatassumesentitiesbuyandsell
assets,therebycrystallisingcertainlevelsof
avoidabledeferredtaxliability.TheGrouphas
UKREITstatusandassuchnodeferredtaxis
requiredtoberecognisedintheaccounts.

At30June2022
(2021:£65.43million/
81.27pps)

EPRA Net Disposal Value2 £77.11 million/95.79pps

TheEPRANDVdeductsthebreakcostof
bankborrowingsfromtheEPRANAVandany
unavoidabledeferredtax.

Representsshareholders’valueundera
disposalscenario,wheredeferredtax,financial
instrumentsandcertainotheradjustmentsare
calculatedtothefullextentoftheirliability,net
ofanyresultingtax.

Attheyearended
30June2022
(2021:£65.43million/
81.27pps)

EPRA Earnings/EPS2 £5.05 million/6.27pps

Earningsfromoperationalactivities. Akeymeasureofacompany’sunderlying
operatingresultsandanindicationofthe
extenttowhichcurrentdividendpaymentsare
supportedbyearnings.

Fortheyearended
30June2022
(2021:£4.47
million/5.55pps)

EPRA Vacancy1 - unaudited 0.00%

EstimatedRentalValue(‘ERV’)ofvacant
spacedividedbyERVofthewholeportfolio.

A’pure’percentagemeasureofinvestment
propertyspacethatisvacant,basedonERV.

At30June2022
(2021:0.00%)

EPRA Cost Ratio1 - unaudited 13.79%

Administrativeandoperatingcosts(including
andexcludingcostsofdirectvacancy)divided
bygrossrentalincome.

Akeymeasuretoenablemeaningful
measurementofthechangesinacompany’s
operatingcosts.

Fortheyearended
30June2022
(2021:18.36%)

EPRANNNAVisequaltoEPRANAVastherearenoadjustingitems.Assuchthismeasurehasnotbeenpresented.

1ThereconciliationofthisAPMissetoutintheEPRAPerformanceMeasuresCalculationssectionfollowingtheNotestotheConsolidatedFinancial
Statements.
2ThereconciliationofthisAPMissetoutinNote8oftheNotestotheConsolidatedFinancialStatements.

EPRAPerformanceMeasures
TITLECONT.=
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INTRODUCTION

Whilstthe2021InvestmentAdviser’sReportspokeindetailaboutprimarily
COVID-19, H2’2021 and H1’2022 presented the Group with a new set of
obstacles to deal with, including soaring inflation, increasing debt costs
anddecreasingconsumerconfidence,allofwhichhaveanimpactonreal
estateinvestmentanditsperformance.

The Company’s 19 investment properties continue to
provideinvestorswithlong-datedhigheryieldingincome,
withanaverageunexpired lease termtobreakof17.5
years, of which 96% is linked to inflationary growth,
adding3.9%totheincomeprofilethisyear.Theportfolio
alsoprovidesinvestorswithexposuretoadiverserange
ofalternativeinvestmentsectorsanditsexistingCanada
LifeseniordebtfacilityeliminatestheGroup’sexposure
toincreasingdebtcosts.

The portfolio has shown resilience to the headwinds
beingexperiencedthroughout theUKcommercialreal
estatemarket.At30June2022,16%ofthetenantsare
contractually invoiced monthly, whilst the remaining
84%areinvoicedquarterlyand100%ofrentsduehave
beencollectedforthefourquarterdaysofH2’2021and
H1’2022.

During the year the Group completed the disposal of
Audi, Huddersfield to the occupier for £5.5 million, a
3.8%premiumonthebookvalueat30June2021.The
proceeds from the sale were used to acquire Volvo,
Slough,  at a net initial yield of 5% in an off market
transaction.

Followingtheportfolio’sresilienceoverthepastyear,it’s
continuedperformanceimprovementwithastrongand
improving dividend, M7 remains optimistic despite the
risks surrounding the UK economy and real estate
market.

MARKETOUTLOOK

UKEconomicOutlook
Justas theUKeconomyreturned to itspre-pandemic
size,newshockshittheglobaleconomy.Theinvasionof
Ukraine and renewed lockdowns in China put upward
pressure on commodity prices while keeping supply
chainsunderstrain.Therearegrowingconcernsthata
combinationofpolicyactionstocombatinflationandany
further falloutsasaresultofgeopolitical tensionswill
bringaboutanotherrecession.

ThehalfyearreportforDecember2021commentedon
headlineUKGDPgrowthin2022ofbetween4.5%and
5.1%.However,updatedanalysisbyKPMGexpectsGDP
growth to decrease to 3.2% for 2022 before slowing
further to0.7% in2023.This isprimarilydrivenby the
cost-of-living crisis and rising tax burden negatively
impacting consumer confidence, which will adversely
affectspending.

Oneofthekeyeconomicchangesimpactingrealestate
investmentin2022istheincreasingcostofdebt.There
hasalreadybeenaseriesof interestrate increasesby
theBankofEnglandin2022,andsome,includingKPMG,
expecttheretobetwofurtherincreasesbeforetheend
oftheyearinordertocombatrisinginflation.Thecurrent
increase in inflation will positively impact the income
profileoftheCompanywith96%oftenantshavingindex
linkedrentreviews,thoughthelikelyreachingofcapson
some future rent reviews will for the first time limit
increasesbutalsopreventoverburdenontenants.

TheriskstomostUKeconomicoutlooksareskewedto
the downside. A sharper deterioration in the external
environment causing a recession in some of the UK’s
majortradingpartners,coupledwithrisingdebtcosts,
risinginflationandastrongerfallinconsumerspending
in the UK, could see the UK economy enter a mild
recession next year, with manufacturing and financial
serviceslikelytobeamongtheworstaffectedsectors.

UKRealEstateOutlook
Whilstthe2021halfyearreportforDecember2021spoke
ofarenewedsenseofoptimismwithintheUKrealestate
sector,with theUKshowingan improvingeconomyand
thelabourmarketholdingstablefollowingtheremovalof
thefurloughscheme,itisnowbecomingclearthattheUK
commercialrealestatemarketisfacingheadwinds.

With debt costs having increased throughout H1’2022,
Savills reported that for the third month in a row, the
averageprimeyieldremainedstaticshowingonlyafour
basispointfallduringthisperiod.Commercialrealestate,
as with most asset classes, is looking at the combined
issuesofinflationandrecession.
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Lookingattheaboveinmoregranulardetail,June2022
sawtheflatteningofyieldsinfiveofthesubsectors,which
previously trended downwards: Southeast Offices, Retail
Warehousing, Food Stores, Industrial Logistics and
IndustrialMulti-let.YieldsfortheHighStreetandShopping
Centre retail sectors continued to trend downwards
reflectingimprovedsentimenttothesectorsbutarestill
much higher than pre-pandemic levels by 75 and 100
basis points respectively. The diversified nature of the
AIREportfoliocombinedwithJune2022valuationgains,
providesevidenceof theportfoliosability tomitigate the
impactsofamarketdownturn.

Reports from Lambert Smith Hampton  confirmed in
Q1’2022that,amidconcernsoverthecost-of-livingcrisis
and the war in Ukraine, the UK investment market
demonstratedclearresilience.£16.7bnofpropertyassets
changedhandsduringQ12022,just3%shyofQ42021’s
six-yearhighof£17.3billion.Notably,despitetheoutbreak
of the war in late February, activity was consistent
throughout Q1, with volumes in March comparable with
each of the previous months. With that being said, the
current rising inflation combined with increasing debt
costs, has caused a slowdown in property asset
transactions,withmanyinvestorstakingsomedowntime
whilsttheyassesswherebothvariablesareheading.

2021sawanemphasisplacedontheimportanceofESG
related credentials and 2022 has seen that continue.
Normally associated with sustainability, and gaining in
prominence, ESG has quickly been established as an
ethicalpriorityforbusinesses,bothlargeandsmall.Ithas
become a central aspect of how businesses define
themselves. This is having significant impact on the
occupationalmarketwithperspectivetenantstakingESG
valuesintoaccountwhenconsideringtheirnextpremises
move and making ESG related credentials a key selling
point.Furthermore,investorsareseeingtheirequitycome
withESGrelatedcaveats,ensuring it takesakeyrole in
investmentdecisionsandthedeploymentofcapital.

PortfolioActivityDuringtheYear
The following asset management initiatives were
undertakenduringtheyear:

• Rent Reviews: Atotalof12rentreviewstookplace
duringtheyearwithacombinedupliftof£259,000
representing a 3.9% increase in contracted rent
acrosstheportfolio.

• Audi, Huddersfield was sold for £5.5 million on
1December2021totheoccupier.

• Volvo, Slough was acquired for £5.0 million on
28 January 2022, with the rent review settled on
17March2022at£281,124perannum.

• Pocket Nook Estate, St Helens: BGENLimitedhave
extended their lease for Unit 2 until 2027 with a
breakin2025,atanincreasedrentof£145,000p.a.
with4months’rent-freespreadover12months.In
addition, they have taken a further co-terminus
lease at £50,000 p.a. rising to £63,750 p.a. of 0.75
acres of adjacent land. Ayrshire Metals, having
closed theiroperation inStHelens,haveassigned
their lease to Kingscrown Land & Commercial
Limitedwithasub-lettingtoProspectEngineering
(MIA)Limited.

• Hoddesdon Energy have placed their advanced
thermal treatmentplant inHoddesdononstandby
whilsttheylookforabuyerfortheirbusiness.

• Travelodge, Swindon: Travelodge Hotels Limited
arenowpaying100%ofcontractedrent(increased
at review in June 2021 to £403,148 p.a.), following
company voluntary agreement (‘CVA’) proceedings
in2020.Aspreviouslyreported, followingworks to
replace the combustible cladding elements
uncovered on part of the property, with non-
combustible replacements and to remediate the
fire/smokestoppingcompleted inDecember2020,
both the architect and cladding sub-contractor
involved are being pursued for reimbursement of
thecostsof£1,056,000.

InvestmentAdviser’sReport
TiTLE CONT. = Continued 
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NAVMovements

Year ended
30 June 2022

Year ended
30 June 2021

Pence per  
share £ million 

Pence per  
share £ million 

NAVatbeginningofyear 85.58 68.89 83.58 67.29

Changeinfairvalueofinvestmentproperty 9.97 8.02 0.85 0.68

Incomeearnedfortheyear 9.81 7.90 9.20 7.41

Gainonsaleofproperty 0.12 0.10 0.53 0.42

Financecostsfortheyear (1.77) (1.42) (1.77) (1.42)

Otherexpensesfortheyear (1.77) (1.43) (1.89) (1.52)

Dividendspaidduringtheyear (5.54) (4.46) (4.92) (3.97)

NAV at the end of the year 96.40 77.60  85.58  68.89 

Valuation
AttheyearendtheGroupowned19assets.Thefairvalueofthese19assetshadincreasedfrom£109.2millionat
30June2021to£117.9millionattheyearend,anincreaseof£8.7millionor8.0%.
TheGrouphasexperiencedvaluationincreasesacrossthemajorityoftheGroup’sassets.Thebestperformancescame
in the industrialandretailwarehousesectors,showingannual increasesof15-25%.Slower toreact, following the
pandemichavebeenthehotel,studentaccommodation&automotivesectorswhichhaveseenupliftsduring2022.
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ASSET LOCATION MAP AT 30 JUNE 2022

GLASGOW

LONDON

 City locations for reference

 Location of current assets

NEWCASTLE

MANCHESTER

BIRMINGHAM

BRISTOL

SOUTHAMPTON

NORWICH
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SUMMARYBYSECTORAT30JUNE2022

Sector
Number of
Properties

Valuation
(£m)

Market
Value

(%)

Occupancy
by ERV

(%)

WAULT to
break

(years)

Gross
Passing

Rental
Income

(£m)
ERV
(£m)

ERV  
(%)

Industrial 4 26.4 22.3 100.0 25.8 1.55 1.56 22.3

Hotel 3 22.3 19.0 100.0 13.9 1.60 1.45 20.7

Automotive&Petroleum 3 18.6 15.8 100.0 26.5 1.14 1.10 15.7

Healthcare 3 17.5 14.8 100.0 14.0 1.02 0.99 14.1

StudentAccommodation 1 13.5 11.5 100.0 19.1 0.67 0.67 9.6

Leisure 2 5.8 4.9 100.0 7.3 0.37 0.38 5.6

Retail 1 5.2 4.4 100.0 9.7 0.33 0.33 4.8

PowerStation 1 6.4 5.4 100.0 5.0 0.40 0.38 5.3

Education 1 2.2 1.9 100.0 21.6 0.13 0.13 1.9

Total/Average 19 117.9  100.0  100.0  17.5  7.21  6.99  100.0 

SUMMARYBYGEOGRAPHICALAREAAT30JUNE2022

Geographical
Area

Number of
Properties

Valuation
(£m)

Market
Value

(%)

Occupancy
by ERV

(%)

WAULT to
break

(years)

Gross
Passing

Rental
Income

(£m)
ERV
(£m)

ERV  
(%)

WestMidlands 4 29.9 25.4 100.0 12.3 1.90 1.85 26.4

NorthWest&Merseyside 2 24.3 20.6 100.0 35.9 1.24 1.23 17.7

SouthEastexcluding
London

5 25.7 21.8 100.0 11.4 1.40 1.34 19.2

SouthWest 2 13.4 11.4 100.0 22.6 0.86 0.81 11.6

YorkshireandtheHumber 2 6.6 5.6 100.0 19.6 0.43 0.42 6.0

Scotland 1 7.0 5.9 100.0 14.2 0.68 0.61 8.7

London 2 5.8 4.9 100.0 7.3 0.37 0.40 5.6

Eastern 1 5.2 4.4 100.0 9.7 0.33 0.33 4.8

Total/Average 19  117.9  100.0  100.0  17.5  7.21  6.99  100.0 
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ThetablebelowillustratestheweightingoftheGroup’scontractedrental income,basedonthetypeofrentreview
associatedwitheachlease.

INCOMEALLOCATIONBYTYPE


 Inflationlinked-RPI 

 Inflationlinked-CPI 

 ExpiryorOpenMarketValueReviews



LEASEEXPIRYPROFILE(PASSINGRENTPA)
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Lease Expiry Profile (Passing Rent pa)

Expiring Passing Rent pa (£'000) Cumulative (£'000)

70+26+4+z RENT REVIEW 
TYPE (%)

69.6%
(2021:65.0%)
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4.1%
(2021:13.0%)
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PROPERTYPORTFOLIO

Property Portfolio at 30 June 2022

Property Sector Region

Market
Value
(£m)

1 BramallCourt,Salford StudentAccommodation NorthWest&Merseyside 13.5

2 PocketNookIndustrialEstate,StHelens Industrial NorthWest&Merseyside 10.8

3 PremierInn,Camberley Hotel SouthEastexcludingLondon 9.1

4 GrazebrookIndustrialEstate,Dudley Industrial WestMidlands 8.5

5 Motorpoint,Birmingham Automotive&Petroleum WestMidlands 8.1

6 SilverTrees,Bristol Healthcare SouthWest 7.1

7 PrimeLifeCareHome,Solihull Healthcare WestMidlands 7.0

8 MercureCityHotel,Glasgow Hotel Scotland 7.0

9 DroitwichSpaRetailPark,Droitwich Retail WestMidlands 6.3

10 Travelodge,DukeHouse,Swindon Hotel SouthWest 6.3

11 VolvoSlough,Slough Automotive&Petroleum SouthEastexcludingLondon 5.2

12 HoddesdonEnergy,Hoddesdon PowerStation Eastern 5.2

13 Unit2,DolphinPark,Sittingbourne Industrial SouthEastexcludingLondon 5.0

14 PrimeLifeCareHome,Brough Healthcare YorkshireandtheHumber 4.5

15 ApplegreenPetrolStation,Crawley Automotive&Petroleum SouthEastexcludingLondon 4.2

16 PureGym,London Leisure London 3.9

17 YMCANursery,Southampton Education SouthEastexcludingLondon 2.2

18 Unit14,ProvincialPark,Sheffield Industrial YorkshireandtheHumber 2.1

19 SnapFitness,London Leisure London 1.9

Top Ten Tenants at 30 June 2022

Tenant Property

Annual
Contracted

Rental
Income
(£ ’000)

% of
Portfolio

Total
Passing

Rental
Income

WAULT
(Years)

MeridianSteelLtd GrazebrookIndustrialEstate,Dudley
andProvincialPark,Sheffield

716 9.9 4.9

PrimeLifeLtd LyndonCroftCareCentre,Solihulland
WesterlandsCareVillage,Brough

704 9.8 26.4

JupiterHotelsLtd MercureCityHotel,Glasgow 680 9.4 14.2

MearsGroupPlc BramallCourt,Salford 671 9.3 19.1

PremierInnHotelsLtd PremierInn,Camberley 504 7.0 9.7

MotorpointLtd Motorpoint,Birmingham 500 6.9 15.0

HandsaleLtd SilverTrees,Bristol 438 6.1 26.6

TravelodgeHotelsLtd DukeHouse,Swindon 403 5.6 18.9

HoddesdonEnergyLtd HoddesdonEnergy,Hoddesdon 333 4.6 9.7

VolvoCarUKLtd VolvoSlough,Slough 281 3.9 14.7
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Tenancy Schedule

Tenant Property

Annual
Contracted

Rental
Income
(£’000) Break Date Expiry Date

MearsGroupPlc BramallCourt,Salford 671 16/08/2041

JupiterHotelsLtd MercureCityHotel,Glasgow 660 23/08/2036

PremierInnHotelsLtd PremierInn,Camberley 504 25/03/2032 24/03/2037

MotorpointLtd Motorpoint,Birmingham 500 24/06/2037

HandsaleLtd SilverTrees,Bristol 438 14/01/2049

PrimeLifeLtd PrimeLifeCareHome,Solihull 412 21/11/2048

TravelodgeHotelsLtd DukeHouse,Swindon 403 31/05/2041

MeridianSteelLtd GrazebrookIndustrialEstate,Works1&2,
Dudley

347 21/05/2027

HoddesdonEnergyLtd HoddesdonEnergy,Hoddesdon 333 27/02/2032 26/02/2050

PrimeLifeLtd PrimeLifeCareHome,Brough 292 21/11/2048

VolvoCarUKLtd VolvoSlough,Slough 281 16/03/2037

B&MBargains DroitwichSpaRetailPark,Droitwich 272 31/08/2029

DoreMetalServicesSouthernLtd Unit2,DolphinPark,Sittingbourne 262 13/09/2028 12/09/2033

PureGymLtd PureGym,London 236 11/12/2027 10/12/2032

PetrogasGroupUKLtd ApplegreenPetrolStation,Crawley 234 16/07/2033

MeridianSteelLtd GrazebrookIndustrialEstate,Works1&2,
Dudley

232 21/05/2027

BiffaWasteServicesLtd PocketNookIndustrialEstate,StHelens 156 24/02/2133

Sec.ofStateforCommunities&Local
Gov'mt

PocketNookIndustrialEstate,StHelens 154 29/01/2048

BGENLtd PocketNookIndustrialEstate,StHelens 97** 05/04/2025 04/04/2027

MeridianSteelLtd Unit14,ProvincialPark,Sheffield 136 21/05/2027

PetsatHome DroitwichSpaRetailPark,Droitwich 131 13/01/2023

MSGLifeRealtyLtd SnapFitness,London 130 28/03/2033

YMCAFairthorneGroup YMCANursery,Southampton 130 17/02/2044

BiffaWasteServicesLtd PocketNookIndustrialEstate,StHelens 111 31/03/2134

BGENLtd PocketNookIndustrialEstate,StHelens 50*** 05/04/2024 04/04/2025

TheSalvationArmyTrusteeCompany DukeHouse,Swindon 22 17/07/2032

JupiterHotelsLtd MercureCityHotel,Glasgow 20 31/08/2036

AyrshireMetalProductsLtd PocketNookIndustrialEstate,StHelens * 28/09/2045

AyrshireMetalProductsLtd PocketNookIndustrialEstate,StHelens * 28/09/2045

AyrshireMetalProductsLtd PocketNookIndustrialEstate,StHelens * 28/09/2045

AyrshireMetalProductsLtd PocketNookIndustrialEstate,StHelens * 28/09/2045

CamberleyPropertiesLtd PremierInn,Camberley * 23/06/3010

WestleaHousingAssociationLtd DukeHouse,Swindon * 17/09/3006

SouthernElectricParcelDistributionPlc PremierInn,Camberley * 20/02/2111

TiTLE CONT. = Continued

*Groundrentslessthan£150perannum.
**Increasingto£145,000perannumon25April2023
***Increasingto£63,750perannumon5April2023
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The Group recognises that Environmental, Social and Governance (“ESG”) matters are of utmost importance to
sustainableinvestmentandafocusforthebusinessandinvestorcommunity.TheGroupiscommittedtounderstanding
howbest toconsiderESG factors inall facetsof itsbusiness, frombusinessstrategy to investmentdecisionsand
companyoperations.

Inordertomeetinvestors’expectationsrelatingtoESGmatterstheGroupanditsadvisersadoptbothfinancialand
non-financialstrategiestodrivelong-termvaluewithaninnovativeyetdisciplinedandconscientiousapproachtoESG
inrespectofthepropertyportfoliomanagementincludingbutnotlimitedto:

Environmental

• AproactiveapproachtoprocurementofEnergyPerformanceCertificate(“EPC”)reassessmentsaheadofMinimum
EnergyEfficiencyStandards2023,maintainingquarterlyreviewsofEPCschedules,identificationofopportunities
to improveenergyefficiency,reducegreenhousegas (“GHG”)emissionsandworkingcloselywithtenantswho
occupyunderfullrepairingandinsuringleases.

• Ongoingenvironmentalreviewsandauditsaspartofregularduediligence,includingregularassetinspectionsto
avoidanybreachinenvironmentallegislation.

• Responsiblerefurbishmentinrespectofallworkstoassetswithconsiderationtothebestapproachtoimproving
theEPCratingagainstpotentialspend,liaisonwithtenantsinrespectofanyfit-outoralterationstocarryout
sustainabledevelopmentandreuseofexistingmaterialswherefeasibletoreducewaste.

• ’Greenlease’termsareincorporatedinleaseswherefeasible.

• Assetsareoperatedinamannertoreduceoverallenergyandwaterconsumptionsaswellaswasteproduction,
whilemaintainingtenantcomfortandneeds.

• Leveragetechnologyfordatamanagementisusedtomonitoranddriveimprovementacrossenvironmentaland
socialmetrics.

Social

• Commitmenttooccupierengagement.

• Incorporationofsocialimprovementstoeachassetsuchasinstallingdefibrillators&electricalchargingpoints.

• Provision of regular training and awareness to all managers on social issues, such as wellbeing and
mentalhealth.

Governance

• Clientchecksarecompletedonalltenantsaswellasnewsuppliersandcontractors.

• Regulartenantengagementandinspectionstoensureassetsareusedasagreedwithinleases.

• Effectivetrackingoflegislativerequirementstoassessandmonitorrisksandopportunities.

Diversity
Asanexternallymanagedbusiness,theCompanydoesnothaveanyemployeesorofficespace.Assuch,theGroupdoes
notoperateadiversitypolicywithregardstoanyadministrative,managementandsupervisoryfunctions.Adescription
oftheBoard’spolicyonDirectordiversitycanbefoundonpage37.

Employees
TheGrouphasnoemployeesandaccordinglynorequirementtoreportseparatelyinthisareaasthemanagementof
theportfoliohasbeendelegatedtotheAIFMandInvestmentAdviser.

TheAIFMandInvestmentAdviserareequalopportunitiesemployerswhorespectandseektoempowereachindividual
andthediversecultures,perspectives,skillsandexperienceswithintheirworkforce.

HumanRights
TheGroupisnotwithinthescopeoftheModernSlaveryAct2015becauseithasnotexceededtheturnoverthreshold
andthereforenofurtherdisclosureisrequiredinthisregard.

Environmental, Social and Governance
TiTLE CONT. =  
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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’skeyserviceprovidersarelistedonpage93,andtheManagement
Engagement Committee annually review the effectiveness and performance of these service providers, taking into
accountanyfeedbackreceived.

TheGroup,AIFMandInvestmentAdviserandotherthird-partyserviceprovidersmaintainhighstandardsofbusiness
conductbyactinginacollaborativeandresponsiblemannerwithallitsbusinesspartnersthatprotectsthereputation
oftheGroupasawhole.

GreenhouseGasEmissions
As an investment company, the Group’s own direct environmental impact is minimal and greenhouse gas (‘GHG’)
emissionsarenegligible,andassuchtheCompanyhasnotintroducedmeasurestoachieveenergyefficiency.Information
ontheGHGemissionsinrelationtotheGroup’spropertyportfolioareshowninthefollowingsection.

The Group has followed UK Government environmental reporting guidelines and used the UK Government 2020
greenhousegasreportingconversionfactorsforcompanyreportingtoidentifyandreportrelevantGHGemissionsover
whichithasoperationalcontrolforthe12-monthperiodto30June2022.

Anindependentconsultancyspecialisingintheapplicationofsustainabilityincommercialrealestatewasappointedto
calculatetheGHGstatementandprovideverificationontheapproachused.

Scopes
GHGemissionshavebeenreportedagainstthefollowing‘Scopes’,asdefinedbytheGHGProtocolandwhererelevant:

Scope1:(notrelevanttoAIRE):Directemissionsfromownedvehicles,controlledboilersandfugitiveemissionsfromair
conditioningsystemsunderlandlordcontrol.

Scope2:IndirectemissionsfromelectricitypurchasedbytheCompanyandconsumedwithinrealestateassetsowned
bytheCompany.

Scope3:Indirectemissionsfromelectricityandgaspurchased/consumedwithinAIREassets,bytenants,wherethe
tenantiscounterpartytotheenergysupply.

StatementofGHGemissions
The tablebelowsetsout theemissionspersectorand for theGroupoverall in the yearended30June2022.The
approach taken follows guidance provided by the GHG Reporting Guidelines (BEIS, 2019) and EPRA Best Practice
RecommendationsofSustainabilityReporting2017.TheGrouphaslittleornocontroloverenergypurchasedoverthe
majorityofitsassets.However,therearetwopropertieswherethereissomeformofcontrolbeingDroitwichSpaRetail
Park (retail park), and Pocket Nook Industrial Estate (industrial warehouse), and their scope 2 and 3 emissions
respectivelyaresetoutbelow.TheretailparkwaspurchasedinDecember2020andthedataisincompleteforthe
periodpriortothis.Like-for-likecomparisoncanthereforenotbeprovidedbetween2020/21and2021/22.

Absolute tonnes of
Carbon Dioxide

equivalent (tCO2e)

Like-for-Like comparison
of Carbon Dioxide
Equivalent (tCO2e)

Sector Scope 2020/21 2022/23
Difference

(tCO2e)
%

Change

Retailpark Scope2 0.59 1.44 N/A N/A

Industrialwarehouse Scope3–Electricity 104.11 82.21 -21.9 -21%

Total Scope 2 & 3 104.7 83.65 -21.9 -21%

TiTLE CONT. = Continued
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StatementofEnergyUsage
ThetablebelowsetsouttheenergyusepersectorandfortheGroupoverall.Theapproachfollowsguidanceprovidedbythe
GHGReportingGuidelines(BEIS,2019)andtheEPRABestPracticeRecommendationsonSustainabilityReporting2017.


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

Sector Energy Source 2020/21 2021/22

Difference  
2020/21 

(kWh)
% Change 

2021/22

RetailParks Electricity 2,555 7,454 N/A N/A

IndustrialWarehouse Electricity 446,568 425,106 -21,462 -5%

Total Electricity 449,123 432,560 -21,462 -5%

IntensityRatios
InadditiontoreportingrelevantabsoluteGHGemissions(perscopeandpersector),theGrouphaschosentoreport
intensityratios,whereappropriate.Anintensitymeasureisreportedforassetswithinthelikeforlikeportfolio,where:

• Nomajorrenovationorrefurbishmenthastakenplace i.e.affectingmorethan50%of thebuildingbyareaor
numberofoccupants

• Occupancyisatleast75%

• Atleast24monthsdataisavailable

Whilstnolandlordmetersreflecttheabovecriteriaforanintensitymetric,theGrouphasappliedanintensityfigurefor
oneasset,PocketNook,of0.013tCO2e/m2fortheyearended30June2022,wherethelandlordprocurestheenergyand
directlyrechargesthistothetenant.AnintensitymetrichasnotbeenproducedforDroitwichSparetailparkonthe
basisthatthelandlord-controlledmeterdoesnotreflecttheabovecriteria(lessthan12monthsdataavailablefromthe
previousreportingyear).

Nonormalisationfactorshavebeenconsideredforthisannualreport.

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

TiTLE CONT. = Continued
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Thefollowingdisclosuredescribeshowthedirectorshavehadregardtothematterssetoutinsection172(1)(a)to(f)of
theCompaniesAct2006,inpromotingthesuccessoftheCompanyforthebenefitofmembersasawhole.

ThissectiondescribeshowtheBoardhasregardtothelikelyconsequencesofanydecisioninthelongterm,theneed
tofostertheCompany’sbusinessrelationshipswithsuppliers,customersandothers,thedesirabilityoftheCompany
maintainingareputationforhighstandardsofbusinessconduct,andtheneedtoactfairlyasbetweenmembersofthe
Company.TheCompanydoesnothaveanyemployeesandtherefores172(1)(b)isnotapplicabletotheCompany.The
impactoftheCompany’soperationsonthecommunityandtheenvironmentissetoutmorefullyintheEnvironmental,
SocialandGovernancesectiononpages20to21.



STAKEHOLDER ISSUES OF IMPORTANCE ENGAGEMENT
EFFECT OF ENGAGEMENT 
ON KEY DECISIONS

Shareholders

TheGroup’sinvestment
objectiveistodeliveran
attractivetotalreturnto
shareholders.Shareholders
aredirectlyimpactedby
changestotheCompany’s
NAVandthustheshare
priceanddividends.

• Attractiveand
sustainablelevelof
income,earningsand
dividends.

• Long-termincome
streamlinkedto
inflationarygrowth.

• Robustcorporate
governancestructure
andwell-performing
serviceproviders.

• Strategicdirectionofthe
Company.

• Executionofinvestment
objective.

• Valueformoney–low
ongoingcharges.

• Shareholderengagementis
setoutonpage6.

• Asapubliclylisted
Company,theCompanyis
subjecttoListingRulesand
otherregulatorydisclosure
requirementswhichthe
Boardabidesbywiththe
assistanceoftheCompany
SecretaryandCorporate
Broker.



Theeffectofshareholder
engagementhasfedintoeach
aspectoftheBoard’sdecision-
making.Thetotalaggregate
dividendsfortheyearhave
increasedcomparedtothe
prioryearandtheBoardhas
alsoworkedtokeepexpenses
undercontrol.This,alongside,
assetmanagementinitiatives
toenhancetheincomestream,
haveresultedinastrongtotal
shareholderreturn.

Service Providers

Asanexternallymanaged
REIT,theCompany
conductsallitsbusiness
throughitsservice
providers,thekeyones
beingtheInvestment
Adviser,PropertyManager,
CompanySecretary,AIFM,
DepositaryandCorporate
Broker.

• Reputationofthe
Company,and
maintaininghigh
standardsofbusiness
conduct.

• Productiveworking
relationshipswiththe
Company.

• Fairandtransparent
serviceagreements.

• Collaboration.

• Effectiveandconsistent
engagementboththrough
formalBoardmeetingsand
regularlyoutsidethe
meetings.

• Annualevaluationofkey
serviceproviders.

• CulturesetbytheBoardand
communicatedtoall
providers.

Clearandeffectivestrategic
oversightandculturebythe
Boardhasbeencrucialto
enhancingtheeffectiveness
oftheCompany’skeyservice
providers.TheBoardhas
workedcloselywithitsservice
providerstomaintainand
continuallyimproveprocesses
andtoensurethatthe
Company’svaluesarealigned
withthem.

Tenants

Tenantswithstrong
businessfundamentalsand
profitableoperationsare
oneofthekeycomponents
toensureaconsistent
incomestreamandability
topaydividendstothe
Company’sshareholders.

• Positiveworking
relationshipwiththe
Board,Investment
AdvisorandProperty
Manager.

• Rentreviews

• Fairleaseterms

• Long-termstrategyand
alignmentwiththe
tenant’sbusiness
operations.

• Financialstabilityof
tenants.

• ToensuretheInvestment
AdviserandProperty
Managergenerateand
fostergoodrelationships
withourtenants.

• Focusonasset
managementinitiativesto
assistourtenantswhere
applicable.

Followingtheremovalof
nationallockdownrestrictions
inresponsetoCOVID-19,all
outstandingarrears/deferrals
havebeenrepaid.

Allrentreviewsdueinthe
yearhavebeensuccessfully
negotiatedandextensionto
leaseshavebeenagreedfor
PocketNook,assetoutinthe
InvestmentAdviser’sReport.

Section172(1)statement
TITLECONT.=
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Section172(1)statement
TiTLE CONT. = Continued 

STAKEHOLDER ISSUES OF IMPORTANCE ENGAGEMENT
EFFECT OF ENGAGEMENT 
ON KEY DECISIONS

Debt Provider

The Group maintains 
a positive working 
relationship with its debt 
provider, Canada Life. 

• Compliance with loan 
covenants. 

• Responsible portfolio 
management. 

• Ongoing engagement by the 
Investment Adviser 
throughout the year and by 
the Board if required.

Board strategic and detailed 
oversight by the Board has 
ensured enhanced application 
of covenants and improved 
process. 

Society and the Environment

As an investor in real 
estate, the Company’s 
assets have an impact 
on the built environment. 
Environmental, Social and 
Governance (‘ESG’) factors 
increasingly apply alongside 
of financial returns. 

• Responsible investing 
together with 
sustainability.

• Long-term strategy to 
take account of ESG 
considerations without 
negatively impacting 
financial returns. 

• Starting regular 
engagement with tenants in 
respect of EPC 
requirements. 

• Ensuring shareholder 
engagement covers ESG.  

The Company is in the 
process of putting in place 
an ESG policy. The Board 
has encouraged both the 
Investment Adviser and 
Property Manager to consider 
ESG on investment and on an 
ongoing basis. 

PRINCIPALDECISIONS
PrincipaldecisionsarethosethathaveamaterialimpacttotheGroupanditskeystakeholders.Intakingthesedecisions,
theDirectorsconsideredtheirdutiesundersection172oftheAct.

DIRECTORATECHANGES
Duringtheyear,theBoardwelcomedStephanieEastmenttotheboardasanindependentnon-executiveDirectorand
AuditChaireffective1October2021,andatthesametime,JimProwerresignedasDirectorandAuditChairaspartof
aplannedsuccessionprocess.TheBoardundertookstepstoensurethatitreplaceditsAuditChairwithanindividual
withtheappropriateskillsandexperiencetoundertaketherole,includingappointinganexternalconsultanttosupport
theprocess.Intakingthisdecision,theBoardconsideredthattheappointmentwouldmaintaintheCompany’srobust
corporategovernancestructureand,alongsidetheotherDirectors,StephanieEastment’sskillsandexperiencewould
complementtheBoardtodelivertheCompany’sstrategy. 

PROPERTYTRANSACTIONSDURINGTHEYEAR
AssetoutintheChairman’sStatementandInvestmentAdviser’sReport,Audi,Huddersfieldwassoldandtheproceeds
re-investedswiftlyintoVolvo,Slough.

DIVIDENDPOLICYANDDIVIDEND
In the year the Board formally adopted a dividend policy, as set out on page 8, to pay four evenly spaced interim
dividendsayear.Previouslyaresolutionhadbeenputtoshareholdersandthepolicyisinkeepingwiththoseearlier
resolutions.

TheBoardsetadividendtargetof5.5ppsfortheyearended30June2022.Thisprovidedclaritytoshareholdersonwhat
couldbeexpectedfromtheCompany.
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PRINCIPALRISKS
TheGroup’sassetsconsistofUKcommercialproperty.Itsprincipalrisksarethereforerelatedtothecommercialpropertymarketin
general,butalsototheparticularcircumstancesoftheindividualpropertiesandthetenantswithintheproperties.

TheBoardhasoverallresponsibilityforreviewingtheeffectivenessofthesystemofriskmanagementandinternalcontrolwhichis
operatedbytheAIFMand,whereappropriate,theInvestmentAdviser.TheGroup’songoingriskmanagementprocessisdesignedto
identify,evaluateandmitigatetheriskstheGroupfaces.

Twice each year, the Board undertakes a risk review with the assistance of the Audit Committee, to assess the adequacy and
effectivenessoftheAIFM’s,andwhereappropriatetheInvestmentAdviser’s,riskmanagementandinternalcontrolsystems.

TheBoardhascarriedoutarobustassessmentoftheprincipalandemergingrisksfacingtheGroup,includingthosethatwould
threatenitsbusinessmodel,futureperformance,solvencyorliquidity.

Ananalysisoftheprincipalrisksanduncertaintiesissetoutinthetablebelow.Thisdoesnotpurporttobeexhaustiveassomerisks
arenotyetknownandsomerisksarecurrentlynotdeemedmaterialbutcouldturnouttobematerialinthefuture.

R1

R2

R3R4
R7
R8
R11

R5

R9
R13
R16

R6
R10

R12 R14

R15

0

1

2

3

4

5

6

0 1 2 3 4 5 6

Im
pa
ct

Probability

Thematrixaboveillustratestheassessmentoftheimpactandprobabilityoftheprincipalrisksidentified,explanationsofwhichare
setoutpages25to29.

Key

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

 No change from prior year or  
 new risk added this year

 Decrease from prior year

 Increase from prior year

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

REAL ESTATE RISKS

1. Tenant default
Failurebytenantstocomplywiththeirrental
obligationscouldaffecttheincomethatthe
propertiesearnandtheabilityoftheGroup
topaydividendstoitsshareholders.

Macroeconomictrendsdiscussionthrough
thereport,includingrisinginterestrates,
higherinflationandthepossibilityof
recessionhavetheabilitytomaterially
impactonatenant’sbusiness.Thiscould
resultintenantsbeingunabletocomply
withtheirrentalobligations.

Ourinvestmentpolicylimitsourexposureto
anyonetenantto15%ofGrossAssetValue.
Ourmaximumexposuretoanyonetenant
(calculatedbyGAV)is11.47%at30June2022.
TheGroupbenefitsfromabalancedportfolio
withadiversifiedtenantbaseandistherefore
notreliantonasingletenantorsector.

Intheduediligenceprocesspriortoacquiring
aproperty,covenantchecksarecarriedouton
tenantswhicharerepeatedonaregularbasis.

TheInvestmentAdviserandPropertyManager
conductongoingmonitoringandliaisonwith
tenantstomanagepotentialbaddebtrisk.

Probability:Moderatetohigh

Impact:High

Movement:Nochangetothe
overallriskrating.However,
theimpactofdifferentfactors
consideredbyDirectorshave
changedwiththeCOVID-19
pressureontenantsreducing
offsetbycosts(energy
particularly)andinflation/
interestratepressureson
tenantsincreasing.

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

TheGrouphasinvestmentrestrictionsin
placetoinvestandmanageitsassetswiththe
objectiveofspreadingandmitigatingrisk.

Havingadiversifiedportfolioinrespectofboth
sectorandtenantsprovidesreducedpotential
volatilityintheportfolioandtheimpact
ratingforthisriskisaccordinglysetatlowto
moderate.

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:Nochange

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

Theinflationlinked(RPI/CPI)leasesinthe
portfoliohavecontractualrentreviewcollars,
withthelowestfloorbeing0%,andcapsthat
rangefrom3%tonocap.Themajorityof
capsareinexcessofRPIandCPIforecasts
duringthenextfive-yearrentreviewcycleand
thereforebasedonforecasts.

Theriskofinflationissomewhatmitigated
bytheleasesthathavenocap.Inaddition,a
totalofeightleasesundergoreviewsannually
whichwillallowinflationchangestobe
reflectedexpeditiously.

Probability:Moderate

Impact:Moderate

Movement:Increased

Therateofinflationhas
increasedsignificantlyinthe
pastyearsothatcapsmay
forthefirsttimelimitthe
levelofrentincreases.The
probabilityandriskhaveboth
beenincreasedfromlowto
moderatetoreflectthis.

Principalrisksanduncertainties
TiTLE CONT. = Continued 
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

REAL ESTATE RISKS CONTINUED

5. Property market
Anyrecessionorfuturedeteriorationin
thepropertymarketcould,interalia,(i)
leadtoanincreaseintenantdefaults,(ii)
makeitdifficulttoattractnewtenantsfor
itsproperties,(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:Nochange

6. Property valuation
Propertyisinherentlydifficulttovaluedue
totheindividualnatureofeachproperty.

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

TheGroupusesanindependentvaluer
(KnightFrankLLP)tovaluethepropertieson
aquarterlybasisatfairvalueinaccordance
withacceptedRICSappraisalandvaluation
standards.

TheKnightFrankvaluationisreviewedbythe
AIFM,InvestmentAdviserandauditor.


Probability:Lowtomoderate

Impact:Moderatetohigh

Movement:Nochange

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

TheGroupaimstoholdthepropertiesfor
long-termincome.

Probability:Moderate

Impact:Moderate

Movement:Nochange
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

8. Environment
TheGroupissubjecttoenvironmental
regulations.Inadditiontoregulatoryrisk,
thereisagrowingimportancebeingplaced
onESGcredentialsbytenants,whichcould
leadtodifficultyinlettingvacantspace.

Propertiescouldbeimpactedbyextreme
environmenteventssuchasflooding.
Climatechangecouldacceleratemore
quicklyleadingtoadversephysicalimpacts
aswellasregulatorychange.

FailurebytheGrouptomeetcurrentor
futureenvironmentaltargetscouldresult
inpenalties,increasedcosts,areductionin
assetvaluesandhaveanadverseeffecton
theCompany’sreputation,leadingtolossof
goodqualitytenants.



Thecurrentregulationsrequireannual
mandatoryGreenHouseGas(GHG)reporting,
whichwillbecarriedoutaspartoftheannual
reportandwillresultinminimalexpenditure
fortheGroup.

Furthermore,theInvestmentAdviserhas
preparedanESGstrategytoensureitmeets
legalrequirementsandremainsattractive
tocurrentandfuturetenants.Pleasesee
the‘Environmental,SocialandGovernance
sectionforfurtherinformationonpages19
to21.

Indepthresearchisundertakenoneach
propertyatacquisition.TheInvestment
Adviserhasadoptedanenvironmentalpolicy
whichitisintheprocessofapplyingtoall
propertieswiththeportfolio.



Probability:Moderate

Impact:Moderate

Movement:N/A(newrisk)

BORROWING RISKS

9. Breach of borrowing covenants
TheGrouphasenteredintoatermloan
facility.

Materialadversechangesinvaluationsand
netincomemayleadtobreachesintheLTV
andinterestcoverratiocovenants.

IftheGroupisunabletooperatewithinits
debtcovenants,thiswouldleadtodefault
andtheloanfacilitybeingrecalled.This
couldresultintheGroupbeingforcedtosell
propertiestorepaytheloanfacility,possibly
resultinginasubstantialfallintheNAV.

TheGroupmonitorstheuseofborrowingson
anongoingbasisthroughregularcashflow
forecastingandquarterlyriskmonitoringto
monitorfinancialcovenants.

TheGroup’sgearingat30June2022was
33.7%,belowourmaximumgearing(onaGAV
basisondrawdown)of40%andmaterially
belowtheloan’sdefaultcovenantof60%.
BorrowingiscarefullymonitoredbytheGroup,
andactionwillbetakentoconservecash
wherenecessarytoensurethatthisriskis
mitigated.

ThereissignificantheadroomintheLTV
andinterestcovercovenantsintheloan
agreement.

Diversificationofboththeportfolioand
tenantslimittherisktotheGroupofanyone
geographicorsectorpropertyeventandany
onetenantdefault.

Probability:Low

Impact:High

Movement:Nochange
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

CORPORATE RISKS

10. Failure of service providers
TheGrouphasnoemployeesandisreliant
upontheperformanceofthird-partyservice
providers.

Failurebyanyserviceprovidertocarryout
itsobligationstotheGroupinaccordance
withthetermsofitsappointmentcould
haveamateriallydetrimentalimpactonthe
operationoftheGroup.

ShouldtheGrouppursuelitigationagainst
serviceproviders,thereisariskthat
theCompanymayincurcoststhatare
irrecoverableiflitigationisunsuccessful.

Theperformanceofserviceproviders
inconjunctionwiththeirservicelevel
agreementsismonitoredregularlyandthe
useofKeyPerformanceIndicators,where
relevant.

TheManagementEngagementCommittee
reviewstheperformanceandcontinuing
appointmentofkeyserviceprovidersonan
annualbasis.

Probability:Lowtomoderate

Impact:Moderatetohigh

Movement:Decreasein
probabilityfrommoderate
tolowtomoderate.The
Boardhasloweredthisrisk
duetothecontinuedstrong
performanceoftheGroup’s
currentserviceproviders.

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

TheGroupreliesontheInvestmentAdviser
tomanagetheassetsandtermination
oftheInvestmentAdviseragreement
couldseverelyaffecttheGroup’sabilityto
effectivelymanageitsoperations.

TheBoardmeetsregularlywith,andmonitors,
allofitsserviceproviders,includingthe
InvestmentAdviser,toensureclosepositive
workingrelationshipsaremaintained.

ThedependenceontheInvestmentAdviser
ismanagedthroughsegregatingtherolesof
AIFMandInvestmentAdviser.

DirectorsengagewiththeInvestmentAdviser
notonlyinBoardmeetingsbutalsobyemail,
telephoneandadhocmeetings,Thishelpsto
maintainagoodworkingrelationship.

Probability:Moderate

Impact:Moderate

Movement:Nochange

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

Poorrelativetotalreturnperformancemay
leadtoanadversereputationalimpact
thataffectstheGroup’sabilitytoraisenew
capitalandnewfunds.

TheGrouphasaninvestmentpolicytoachieve
abalancedportfoliowithadiversifiedtenant
base.ThisisreviewedbytheBoardateach
scheduledBoardmeeting.

TheGroup’spropertyportfoliohasaWAULT
tobreakof17.5yearsandaWAULTtoexpiry
of19.4years.Further,over96%ofleaseshave
inflationlinkedupwardsonlyrentreviews,
representingasecureincomestreamon
whichtodeliverattractivetotalreturnsto
shareholders.

Probability:Lowtomoderate

Impact:High

Movement:Nochange
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PRINCIPAL RISKS AND THEIR
POTENTIAL IMPACT HOW RISK IS MANAGED RISK ASSESSMENT

TAXATION RISK

13. Group REIT status
TheGrouphasUKREITstatusthatprovides
atax-efficientcorporatestructure.

IftheGroupfailstoremainaREITforUKtax
purposes,itsprofitsandgainswillbesubject
toUKcorporationtax.

TheCompanymonitorsREITcompliance
throughtheInvestmentAdviserand
Administratoronacquisitionsanddisposals
anddistributionlevels;theRegistrarand
Brokeronshareholdings;andthird-party
taxadvisorstomonitorREITcompliance
requirements.

Processesareinplacetoensureongoing
compliancewithREITregulations.

Probability:Low

Impact:High

Movement:Nochange

POLITICAL/ECONOMIC RISK

14. Political and macroeconomic events.
Sucheventspresentriskstotherealestate
andfinancialmarketsthataffecttheGroup
andthebusinessofourtenants.

Theeconomicdisruptionarisingfromthe
COVID-19pandemic,thedeteriorationof
theglobaleconomyarisingfromchanges
suchashigherinterestrates,andongoing
long-termeffectsoftheUkraine-Russiawar
couldimpacttheportfolio,tenantsandthe
abilityoftheGrouptoraisecapital.

TheGrouponlyinvestsinUKpropertieswith
strongalternativeusevaluesandlongleases
sotheportfolioiswellpositionedtowithstand
aneconomicdownturn.Tenantdefaultrisk
arisingfrompoliticalandmacroeconomic
eventsismanagedasdescribedonpage25.

TheInvestmentAdvisermonitorsCOVID-19
second-ordereffectsandthecurrent
deteriorationintheglobaleconomyfortheir
possibleeffectsontheGroup.

Probability:High

Impact:High

Movement:Increaseprobability
andimpactfrommoderateto
hightohighduetotheimpact
ofthedeteriorationofthe
global,includingUK,economy.

REGULATORY RISK

15. Disclosure Risk
Failuretoproperlydiscloseinformationto
investorsorregulatorsinaccordancewith
variousdisclosurerulesandregulations.
ExamplesincludeAIFMDinvestor
disclosures,annualreportingrequirements,
marketing/promotiondisclaimers,data
protectionregulations,climatechangeetc.

ServiceprovidersincludingAIFM,Investment
Adviser,CompanySecretary,auditor,
andcorporatebrokermonitordisclosure
obligationsandliaisewiththeBoardtoensure
requirementsaremet.

Probability:Lowtomoderate

Impact:Moderate

Movement::N/A(newrisk)

16. Regulatory Change
New regulations or changes to existing 
regulations (particularly in relation to 
climate change) could result in sub-optimal 
performance of the Group or, in worst case, 
inability to continue as a viable business. 

The Board receives regular updates on 
relevant regulatory changes (and prospective 
changes) from its professional advisers. 

The Investment Adviser monitors the 
impact of emerging legislation across all 
aspects of property investment and ESG 
has a particularly high profile at this time. 
The Investment Adviser uses an ESG pre-
acquisition checklist to review purchases but 
also work to ensure that the current portfolio 
is monitored and works are carried out as 
appropriate, with tenant’s agreement, to 
prevent asset depreciation.

Probability:Low

Impact:High

Movement::N/A(newrisk)

EMERGINGRISKS
TheBoardtakesaccountofandconsidersemergingrisksaspartofitsriskmanagementassessment.
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GOINGCONCERN
The Group has considered its cash flows, financial
position, liquidity position and borrowing facilities. As
discussed in theChairman’sStatement, inaccordance
with the Company’s Articles of Association there is a
continuation vote being put to shareholders at the
upcomingAGM.Havingtakenaccountoftheviewsofthe
Company’sbrokerandmajorshareholders,theDirectors
havenoreasontobelievethatthecontinuationvotewill
notpass. If theContinuationResolution isnotpassed,
the Directors will formulate proposals to be put to
Shareholderstoreorganise,restructureorwind-upthe
CompanyandtopresentsuchproposalstoShareholders
withinsixmonthsofthedateoftheAGM.

TheGroup’sunrestrictedcashbalanceattheyearend
was £2.5 million. The Group borrowings totalled £41
million under a facility repayable on 20 October 2025.
The Group had headroom against its borrowing
covenants.TheGroupispermittedtoutiliseupto40%of
GAV measured at drawdown with a Loan to GAV of
33.69%at30June2022.

A‘severebutplausibledownside’scenariohasalsobeen
projected.Whilerentcollectionshavebeenstrong,this
scenario anticipates rent deferrals and write-offs for
tenants with difficulty paying rents from operational
cashflows.InthisscenariotheGroupstillhasadequate
headroom against the interest cover covenant and
positivecashbalances.Furtherdetailoftheassumptions
madeinassessingtheadaptionofGroup’sgoingconcern
basiscanbefoundinNote2.

The Group benefits from a secure, diversified income
streamfromleaseswhicharenotoverlyreliantonany
onetenantorsector.Asaresult, theDirectorsbelieve
thattheGroupiswellplacedtomanageitsfinancingand
otherbusinessrisks.

The Directors are satisfied that the Group and the
Company has adequate resources to continue in
operationalexistencefortheforeseeablefuture,beinga
periodofatleast12monthsfromthedateoftheapproval
ofthesefinancialstatements.TheBoardis,therefore,of
theopinionthatthegoingconcernbasisadoptedinthe
preparationofthefinancialstatementsisappropriate.

VIABILITYSTATEMENT
In accordance with provision 30 of the UK Code, the
DirectorshaveassessedtheprospectsoftheGroupover
a period longer than the 12 months required by the
‘GoingConcern’provisions.Forthereasonsgiveninthe
Going Concern statement, the viability statement has
been prepared assuming that the continuation vote in
2022willbepassed.

The Board has considered the nature of the Group’s
assetsandliabilitiesandassociatedcashflowsandhas

determined that three years, up to 30 June 2025, is a
realistic timescale over which the performance of the
Groupcanbeforecastwithadegreeofaccuracyandso
is an appropriate period over which to consider the
Group’sviability.

ConsiderationsinsupportoftheGroup’sviability
overthisthree-yearperiodinclude:
1. ThecurrentunexpiredtermundertheGroup’sdebt
facilitiesstandsat3.3years.

2. TheGroup’spropertyportfoliohadaWAULTtobreak
of17.5yearsandaWAULTtoexpiryof19.4yearsat30
June2022,representingasecureincomestreamforthe
periodunderconsideration.

3. A major proportion of the leases contain annual,
three or five year rent review patterns and therefore
three years allow for the forecasts to include the
reversionarisingfrommostrentreviews.

Thethree-yearreviewconsiderstheGroup’scashflows,
dividendcover,REITcomplianceandotherkeyfinancial
ratiosovertheperiod.InassessingtheGroup’sviability,
the Board has carried out a thorough review of the
Group’sbusinessmodel, including futureperformance,
liquidity and banking covenant tests for a three-year
period. The Board has assessed the extent of any
operational disruption; potential curtailment of rental
receipts;potentialliquidityandworkingcapitalshortfalls;
anddiminisheddemandforGroup’sassetsgoingforward,
in adopting a going concern preparation basis and in
assessingtheGroup’slonger-termviability.

These assessments are subject to sensitivity analysis,
whichinvolvesflexinganumberofkeyassumptionsand
judgementsincludedinthefinancialprojections:

• Tenantdefault;

• Dividendpayments;and

• Propertyportfoliovaluationmovements.

BasedontheprudentassumptionswithintheCompany’s
forecasts regarding rent deferrals, tenant default, void
ratesandpropertyvaluationmovements,theDirectors
expectthatoverthethreeyearperiodoftheirassessment:

• LTV covenants will not be breached – at 30 June
2022,theassetvaluationsandrentalincomeofthe
propertiessecuredtoCanadaLifewouldneedtofall
by 24.9% and 43.3% respectively before breaching
theLoantoValueloanandIncomeCoverCashTrap
covenants;

• REITtestsarecompliedwith;and

• ThattheGroupandCompanywillbeabletocontinue
inoperationandmeetitsliabilitiesastheyfalldue
overthethreeyearperiodoftheirassessment.



STRATEGICREPORT

BOARDAPPROVALOFTHESTRATEGICREPORT 


31ANNUAL REPORT & ACCOUNTS 2022

TheStrategicReporthasbeenapprovedandsignedonbehalfoftheBoardby:

Alan Sippetts  
Chairman

28September2022

Strategic Report
BOARD APPROVAL OF THE STRATEGiC REPORT
TiTLE CONT. =  
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Governance
BOARD OF DiRECTORS
TiTLE CONT. =  

Alan Sippetts, independent non-executive Chairman 

Appointed 8 May 2017

Appointed as non-executive Chairman on 1 May 2021

Alanwas investmentdirector,headof investmentresearchatHeartwoodWealthManagement,aUKsubsidiaryof
SvenskaHandelsbankenAB,from2007to2016,whereheledtheresearch,duediligenceandgovernanceprocessesof
allinvestmentsandwasresponsibleforcommercialproperty.Alanoversawinvestmentandresearchacrossallasset
classesincollectiveschemes,includingfunds,trustsandREITsatLloydsPrivateBankfrom2001to2006.Priortothat,
from1992to2001,hewasheadofUKsmallercompaniesatLegal&GeneralInvestmentManagementLimitedwhere
hewasresponsibleforallaspectsofUKsmallerlistedandpre-IPOinvestments.Alanstartedhisinvestmentcareerat
PosTel(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.Heisafellowofthe
CharteredInstituteforSecurities&Investment.

TheBoardconsidersthatAlanSippettscontinuestochairtheCompanyexpertly,fosteringacollaborativepartnership
withtheInvestmentAdviserandensuringtheBoard,InvestmentAdviserandpropertymanagerremainfocussedon
areasofshareholderandotherkeystakeholders’relevance.

Stephanie Eastment, independent non-executive Director 

Appointed 1 October 2021 

Stephanieisanindependentnon-executivedirectorandauditchairofMurrayIncomeTrustplc,HeraldInvestment
Trust plc and Impax Environmental Markets plc, and an independent non-executive director of RBS Collective
InvestmentsFundsLimited.SheisaFellowoftheInstituteofCharteredAccountantsinEnglandandWales,aFellow
ofTheCharteredGovernanceInstituteandamemberoftheTechnicalCommitteeoftheAssociationofInvestment
Companies. Previously Stephanie was Head of Specialist Funds Company Secretariat and Accounts at Invesco
Perpetual,whereshehadworkedsince1996specialisingintheassetmanagementindustrywithparticularfocuson
investmenttrusts.Hercareerspansover30yearsworking in financialservices includingrolesatUBS,Wardley
InvestmentServicesInternationalandKPMG.

TheBoardconsidersthatStephanieEastmenthasboughtconsiderableinvestmentcompanyandrisk/auditexpertise
andknowledgetotheBoard,especiallyinherroleasauditcommitteechair.

Adam C Smith, non-executive Director 

Appointed 8 March 2021  

Adam is currently a Director of Glenstone REIT plc listed on The International Stock Exchange (TISE) in Guernsey
incorporatedinEngland&WaleswhichqualifiesasaUKrealestate investmenttrust.PriortothishewasManaging
DirectoroftheLondonandSurreygroupofcompaniesandin2016,heinitiatedandsuccessfullycompletedthemergerof
thesecompanieswithGlenstoneREITplc.FormerlyaninvestmentandleasingagentwithEdwinHillCharteredSurveyors
(nowAltusGroup),heisaprofessionalmemberoftheRoyalInstitutionofCharteredSurveyors.

TheBoardconsidersthatAdamSmithbringsextensivepropertyknowledgetotheBoardandhasbeenextremelyablein
hisroleonboththeBoardandaschairofthemanagementengagementcommittee.
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ThisCorporateGovernanceStatementcomprisespages33to38andformspartoftheDirectors’Report.

Statementofcompliance
Duringtheyear,theBoardhasconsideredtheprinciplesandprovisionsoftheUKCorporateGovernanceCode(‘UK
Code’),issuedbytheFinancialReportingCouncilinJuly2018.TheUKCodecanbeviewedat: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. PrincipleE.TheCompanydoesnothaveaworkforceasnotedabove.Consequently,theCompanyhasnotapplied
 provision6ortherelevantpartsofprovisions5and33.

2. Provision12andrelevantpartofProvision14.TheBoardhasnotappointedaseniorindependentdirectordueto
 thesizeoftheBoardandthecloseworkingrelationshipoftheDirectors.TheChairman’sannualappraisalis
 carriedoutbytheAuditCommitteeChairandsheisalsoavailabletoshareholdersasanintermediary.

3. Provision17and23.GiventhestructureandsizeoftheBoard,theBoarddoesnotconsideritnecessarytoappoint
 aseparateNominationCommittee.Therolesandresponsibilitiesnormallyreservedforthiscommitteeare 
 mattersreservedfortheBoard.

4. Provision24.AlanSippettsisamemberoftheAuditCommitteeandChairmanoftheBoard,andAdamCSmithis
 also a member of the Audit Committee although he is considered not to be independent. Given the size and
 structureof theBoard itwasdeemed inbest interestofshareholders tohave thebreadthofexperienceofall
 Directors,StephanieEastment,AlanSippettsandAdamCSmith,throughouttheauditprocess.

5. Provision 32. Given the structure and size of the Board and that the Company does not have a workforce, the
 Boarddoesnotconsideritnecessarytoestablisharemunerationcommittee.Therolesandresponsibilitiesnormally
 reservedforthiscommitteearemattersreservedfortheBoard.

Responsibilities
TheBoardiscollectivelyresponsibleforthelong-termsuccessoftheGroup.Itprovidesoverallleadership,setsthe
strategicaimsoftheGroupandensuresthatthenecessaryresourcesareinplacefortheGrouptomeetitsobjectives
andfulfilitsobligationstoshareholderswithinaframeworkofhighstandardsofcorporategovernanceandeffective
internalcontrols.

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
thatrequire theBoard’sspecificapproval,assetoutbelow,aswellas thosewhichcanbedelegatedto theBoard
committeesandtheAIFM.TheBoardretainsresponsibilityforallsuchdelegatedmatters.

TheAIFMisresponsible forportfoliomanagementandriskmanagementof theGrouppursuant toAIFMDirective,
(the‘AIFMD’).

Governance
Governance
TiTLE CONT. =  
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TheDirectorshaveadoptedaformalscheduleofmattersreservedfordecisionbytheBoard.Theseincludethefollowing:

1. OversightoftheGroup’soperations;

2. AppointmentandremovaloftheCompany’skeyserviceproviders;

3. AlterationstotheCompany’scapitalorcorporatestructure;

4. Approvalofhalf-yearlyandannualreportandaccountsanddeclarationofdividends;

5. Ensuringthemaintenanceofasoundsystemofriskmanagementandinternalcontrols;

6. OversightofAIFMfunctions;

7. Oversightofcontractsnotintheordinarycourseofbusiness;

8. Raisingofnewcapitalandmajorfinancingfacilities;

9. Determiningtheremunerationofthedirectors,subjecttothearticlesofassociationandshareholderapprovalas
 appropriate;

10.Approval of all policies, and specific risk management policies including insurance, borrowing limits and
 corporatesecurity;

11.Boardappointmentsandremovals;and

12.AnydecisionlikelytohaveamaterialimpactontheCompanyorGroup.

Composition
The Board consists of a non-executive Chairman and two non-executive Directors. Alan Sippetts and Stephanie
Eastmentwereconsideredindependentonandsincetheirappointment.TheBoardhaveconsideredanddetermined
thatAdamCSmithisnotanindependentdirectoronandsincehisappointment.Heisnotconsideredtobeindependent
asheisadirectorofGlenstoneREITplc,oneoftheCompany’slargestshareholders,whichtheBoardhaveconsidered
tobeacircumstancethatimpairshisindependenceinaccordancewithprovision10oftheUKCode.AllDirectorsare
independent of the AIFM and Investment Adviser. As announced on 29 September 2021, Stephanie Eastment was
appointedasan independentnon-executiveDirectorand theAuditChairwitheffect from1October2021,andJim
Prowerresignedasindependentnon-executiveDirectorandAuditChairwitheffectfrom1October2021.

TheDirectors’otherprincipalcommitmentsarelistedonpage32.Duringtheyear,theBoardwassatisfiedthatall
Directorswereabletocommitsufficienttimetodischargetheirresponsibilitieseffectivelyhavinggivendueconsideration
totheirothercommitments.

TheDirectorswereadvisedonappointmentoftheexpectedtimerequiredtofulfiltheirrolesandhaveconfirmedthat
theyremainabletomakethatcommitment.AllchangesinanyDirector’scommitmentsoutsidetheGrouparerequired
tobedisclosedandapprovedpriortotheacceptanceofanysuchappointment.

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,andfacilitatesasupportive,co-operativeandopenenvironmentbetweentheAIFM
and Investment Adviser and the Directors. He is also responsible for ensuring that the views of shareholders are
communicatedtotheBoardasawhole.

TheChairmanisdeemedbyhisfellowindependentBoardmemberstobeindependentincharacterandjudgementand
freeofanyconflictsofinterest.HeconsidershimselftohavesufficienttimetospendontheaffairsoftheCompany.The
Chairmanhasnosignificantcommitmentsotherthanthosedisclosedinhisbiographyonpage32.

GiventhesizeoftheBoardandtheGroup,itisnotconsiderednecessarytoappointaseniorindependentdirector.

Governance
Governance
TiTLE CONT. = Continued
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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
outonpages37to38.

TheGroup’smainfunctionsaredelegatedtoanumberofserviceproviders,eachengagedunderseparatecontracts.
ThemanagementoftheGroup’sportfolioisdelegatedtotheAIFMwhich,togetherwiththeInvestmentAdviser,manages
theassetsinaccordancewiththeGroup’sobjectivesandpolicies.Themanagementarrangementscanbefoundon
page50.AteachBoardmeeting,representativesfromtheAIFMandInvestmentAdviserattendtopresentreportstothe
DirectorscoveringtheGroup’scurrentandfutureactivities,portfolioofassetsanditsinvestmentperformanceoverthe
precedingperiod.

Boardcommittees
TheCompanyhas twocommittees, theAuditCommitteeand theManagementEngagementCommittee.Given the
structure and size of the Board, the Board does not consider it necessary to appoint a separate Nomination or
RemunerationCommittee.TheCommittees’delegatedresponsibilitiesareclearlydefinedinformaltermsofreference,
whichareavailableontheCompany’swebsite.FurtherdetailsabouttheAuditCommitteeandManagementEngagement
Committeecanbefoundonpages39to42.

Meetingattendance
TheBoard’sscheduledmeetingsarequarterly,withadditionalapprovalsofNAVsanddividendsdiscussedandagreed
inadhocmeetings.Duringtheyearended,thenumberofscheduledBoardmeetingsattendedbyeachDirectorwere
asfollows:

Director Attendance*

AlanSippetts 5/5

StephanieEastment 4/4(appointed1October2021)

AdamCSmith 5/5

JimPrower 1/1(resigned1October2021)

Performanceevaluation
TheDirectorsareawarethattheyneedtocontinuallymonitorandimproveBoardperformanceandrecognisethat
thiscanbeachievedthroughregularBoardevaluation,providingavaluable feedbackmechanismfor improving
Boardeffectiveness.TheBoardhasestablishedareviewprocessfortheannualevaluationoftheperformanceof
theBoard,theAuditCommitteeandtheManagementEngagementCommittee,aswellastheindividualDirectors.
TheevaluationrequiredDirectorstocompleteaquestionnaireontheoperationoftheBoard,itscommitteesand
performance of Directors. This process is led by the Chairman who acts on the results of the evaluation by
recognisingthestrengthsandaddressinganyweaknessesoftheBoard,asappropriate.TheotherDirectors,ledby
theAuditCommitteeChair,carryoutaperformanceevaluationoftheChairman.

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.Havingconducteditsperformanceevaluation,theBoardbelievesthatitandeachofits
committees has been effective in carrying out their responsibilities and that each individual Director has been
effective,hasdemonstratedtheircommitmenttotheirroleandhassufficienttimetofulfiltheirduties.

*Numberofscheduledmeetingsattended/maximumnumberofmeetingsthattheDirectorcouldhaveattended.
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TheBoarddoesnotconsidertheuseofexternalconsultantstoconductthisevaluationislikelytoprovideanymeaningful
advantageovertheprocessthathasbeenadoptedandwouldincuranunnecessaryexpense.However,theoptionof
doingsowillberegularlyreviewed.

Directors’independence
TheindependenceoftheDirectorswasreviewedaspartoftheannualevaluationprocess.TheBoardconsistsof
threenon-executiveDirectors,twoofwhichareconsideredindependent.TheBoardhaveconsideredanddetermined
that Adam C Smith is not an independent director on and since his appointment. He is not considered to be
independentasheisadirectorofGlenstoneREITplc,oneoftheCompany’slargestshareholders,whichtheBoard
haveconsideredtobeacircumstancethatimpairshisindependenceinaccordancewithprovision10oftheUKCode.

Directorinductionandtraininganddevelopment
The Company has established a robust induction process for new Directors that covers the Group’s investment
activities,theroleandresponsibilitiesofaDirectorandguidanceoncorporategovernanceandapplicableregulatory
andlegislativelandscape.

AfullinductionwasfacilitatedbytheCompanySecretaryforStephanieEastmentonherappointmenttotheBoard
on1October2022,partofwhichincludedtheprovisionofaninductionpackcontainingrelevantinformationabout
theCompany,itsprocessesandprocedures.NewappointeesalsohavetheopportunityofmeetingwiththeChairman
andrelevantpersonsattheAIFMandInvestmentAdviser.

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

Successionplanning

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

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

In identifying suitable candidates for an appointment to the Board, the Company may use open advertising or the
servicesofexternaladviserstofacilitatethesearch.

On 21 September 2021, the Company announced that following the completion of a comprehensive and thorough
recruitmentprocess,whichwassupportedbyTyzackPartners,StephanieEastmentwasappointedtotheBoardasan
independentnon-executivedirectorandChairoftheAuditCommitteeeffective1October2021.Aspartofaplanned
successionprocess,JimProwerresignedasaDirectoroftheCompanyonthesameday.TyzackPartnershavenoother
connectiontotheCompanyorindividualDirectors.

Tenurepolicy

TheBoardconsidersthatthelengthoftimeeachDirector,includingtheChairman,servesontheBoardshouldnotbe
limitedandhasnotsetafinitetenurepolicy.LengthofserviceofcurrentDirectorsandfuturesuccessionplanningwill
bereviewedeachyearaspartoftheBoardevaluationprocess.

Diversitypolicy
TheBoardisstructuredtoensureanappropriatebalanceofskillsandexperiencetomeetthefutureopportunitiesand
challengesfacingtheGroup.TheBoardreviewsitscompositionandeffectivenessaspartoftheannualBoardevaluation
process.

TiTLE CONT. = Continued
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Diversityinallitsforms,includinggenderandethnicdiversity,areconsideredbytheBoardaspartofitssuccession
planningwhilstnotingthatappointmentsarebasedonmeritandobjectivecriteria.TheBoardaremindfulthatthesize
andstructureoftheBoardneedstobeappropriatefortheCompanyasasmalllistedREIT.Accordingly,thesizeofthe
board-withonlythreedirectors-providesmorechallengesthantoalargerboardinmeetingdiversitytargets.The
BoardareconversantwiththenewFCAdiversitytargetswhichbecomemandatoryreportingfortheCompanyinitsnext
annualreport,andthesehave,andwill,formpartoftheBoard’sconsiderationswhendiscussingsuccessionplanning
andfuturerecruitment.ThediversityoftheBoardhasbeenimprovedwiththeappointmentofStephanieEastmenton
1October2021,sothatformostoftheyearbeingreportedontheBoardcomprisedonefemaleandtwomaledirectors.
PreviouslytheBoardhadcomprisedsolelymaledirectors.

WhenconductingrecruitmenttheBoardwillensurethatdiversity,ofallkinds,ispartoftheselectioncriteriausedto
assesscandidates.

TheDirectorsinofficeat30June2022andthedateofthisreportaresetoutonpage32.

Re-electionandelectionofdirectors
Aspartoftheperformanceevaluation,theBoardconcludedthateachoftheDirectorsprovideavaluablecontribution
totheCompanyanditslongtermsustainablesuccess.Therationalefortheirre-electioncanbefoundonpages35to
36ofthisreport.

InaccordancewiththeUKCode,allDirectorswillsubmitthemselvesforelectionorre-electiononanannualbasis.
Therefore,AlanSippetts,AdamCSmithandStephanieEastmentwillbestandingforre-electionattheCompany’s2022
AGM.

Directors’conflictsofinterest
ItistheresponsibilityofeachindividualDirectortoavoidanunauthorisedconflictofinterestarising.

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

AregisterofconflictsismaintainedbytheCompanySecretaryandisreviewedatBoardmeetingstoensurethatany
authorisedconflictsremainappropriate.TheDirectorsarerequiredtoconfirmatthesemeetingswhethertherehas
beenanychangetotheirposition.

Relationswithshareholders
CommunicationwithshareholdersisgivenhighprioritybyboththeBoardandtheInvestmentAdviser.

TheChairmanandtheCompany’sBrokerhavebeeninregularcontactwithmajorshareholdersandreporttheresults
ofmeetingsandtheviewsofthoseshareholderstotheBoardonaregularbasis.Inaddition,theCompanycommunicates
withitsshareholdersthroughtheAnnualandInterimReports,quarterlytradingupdates,andattheCompany’sAGM
wherebyshareholdersaregiventheopportunitytoaskquestionstotheBoardandrepresentativesfromtheInvestment
Adviser.TheChairmanensuresthattheBoardasawholehasaclearunderstandingoftheviewsofshareholdersby
receivingregularupdatesfromtheCompany’sbroker,whicharetabledattheCompany’sBoardMeetings.

AnyshareholderwishingtocontacttheCompanyshouldaddresstheirquerytotheCompanySecretaryattheregistered
officeaddressonpage93.

Internalcontrolreview
TheBoardisresponsibleforthesystemsofinternalcontrolsrelatingtotheGroupincludingthereliabilityofthefinancial
reporting process and for reviewing the risk management and internal controls effectiveness. The Directors have
reviewedandconsideredtheguidancesuppliedbytheFRConriskmanagement,internalcontrolandrelatedfinance
andbusinessreportingandanongoingprocesshasbeenestablishedforidentifying,evaluatingandmanagingtherisks
facedbytheGroup,includingemergingrisks.Thisprocess,togetherwithkeyproceduresestablishedwithaviewto
providingeffectivefinancialcontrol,wasinplacebothduringtheyearunderreviewandatthedateofthisreport.
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TiTLE CONT. = Continued

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

Riskmanagementandinternalcontrolsaredesignedtomanageratherthaneliminatetheriskoffailuretoachievethe
Group’sobjectives.Itshouldberecognisedthatsuchsystemscanonlyprovidereasonable,notabsolute,assurance
againstmaterialmisstatementorloss.

TheDirectorshavecarriedoutareviewoftheeffectivenessoftheriskmanagementandinternalcontrolsastheyhave
operatedthroughouttheyearanduptothedateofapprovaloftheAnnualReportandFinancialStatements.

Internalcontrolassessmentprocess
RobustriskassessmentsandreviewsofinternalcontrolsareundertakenregularlyinthecontextoftheGroup’soverall
investmentobjective.

InarrivingatitsjudgementofwhatriskstheGroupfaces,theBoard,throughtheAuditCommittee,hasconsideredthe
Group’soperationsinlightofthefollowingfactors:

1. thenatureandextentofriskswhichitregardsasacceptablefortheGrouptobearwithinitsoverallbusiness
 objective;

2. thethreatofsuchrisksbecomingreality;

3. theGroup’sabilitytomitigatetheprobabilityandimpactofrisksonitsperformance;and

4. theextenttowhichthirdpartiesoperatetherelevantcontrolsandtowhatextentreliancecanbeplacedonthis.

Ariskregisterhasbeenproducedagainstwhichtherisksidentifiedandthecontrolsinplacetomitigatethoseriskscan
bemonitored.Therisksareassessedonthebasisofthelikelihoodofthemhappening,theimpactonthebusinessif
theyweretooccurandtheeffectivenessofthecontrolsinplacetomitigateagainstthem.Thisriskmatrixisreviewed
twiceayearbytheAuditCommittee.

TheprincipalrisksthathavebeenidentifiedbytheBoardaresetoutonpages24to29.

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.

IampleasedtopresenttheAuditCommitteeReportfortheyearended30June2022.
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Committeemembership
TheAuditCommitteecomprisesStephanieEastmentasChair,AlanSippettsandAdamCSmith.StephanieEastment
wasappointedasChairoftheAuditCommitteewitheffectfrom1October2021.OnthesamedayJimProwerresigned
asDirectoroftheCompanyandAuditCommitteeChair.

StephanieEastmenthasrecentandrelevantfinancialexperience.TheBoardissatisfiedthatthecombinedknowledge
andexperienceofitsmembersissuchthattheCommitteedischargesitsresponsibilitiesinaneffectivemannerand
hascompetencerelevanttothesectorinwhichitoperates.

Meetings

TheAuditCommitteemetthreetimesduringtheyearunderreview,andthemeetingswereattendedbyeachmember
asfollows:

Director Attendance*

StephanieEastment 2/2(Appointed1October2021)

AlanSippetts 3/3

AdamCSmith 3/3

JimPrower 1/1(Resigned1October2021)

Roleofthecommittee
TheCommitteeassiststheBoardindischargingitsresponsibilitieswithregardtofinancialreporting,externalauditand
internalcontrols,including:

1. monitoring the integrity of the financial statements of the Group, including its annual and half-yearly reports
 andreviewingsignificantfinancialreportingissuesandthejudgementswhichtheycontain;

2. keeping under review the adequacy and effectiveness of the Group’s risk management and internal control
 systemsandreviewingandapprovingthestatementstobeincludedintheannualreportconcerningrisk 
 managementandinternalcontrols,goingconcernandannualviabilitystatement;

3. makingrecommendationstotheBoardinrelationtotheappointment/re-appointmentorremovaloftheauditor
 andapprovingitsremunerationandtermsofengagement;

4. reviewingandmonitoringtheauditor’sindependence,objectivityandeffectiveness;and

5. approvinganynon-auditservicestobeprovidedbytheauditorandmonitoringtheleveloffeespayableinthat
 respect.

Performanceevaluation
Refertopages35to36oftheCorporateGovernancesectiondetailinghowthereviewoftheCommittee’sperformance
hasbeenconducted,andtheresultsofsuchevaluation.

Activities
TheCommitteemeetsatleasttwiceayeartoconsidertheannualreportandhalf-yearreportandanyothermattersas
specifiedunder itstermsofreference.Duringtheyearanduptothedateofthisreport,theAuditCommitteehas;
reviewedfinancialresultsforpublication;reviewedtheperformanceandeffectiveness,objectivenessandindependence
oftheauditorandconsidereditsre-appointmentandremuneration;reviewedthenon-auditservicesprovidedbythe
auditorandtheassociatedfeesincurred;reviewedtheriskmanagementandinternalcontrolssystemsoftheGroup
and its third-party service providers; and reviewed the Committee’s terms of reference which are available on the
Company’swebsite.

Inaddition,theCommitteechairheldseveraldiscussionswiththeauditor,theInvestmentAdviserandtheAIFMsince
herappointmentaspartofherchairrole.Thisincludedaseparatesessionwiththeauditortoreviewtheirauditreport
aspartoftheyearendauditprocess.

Report of the Audit Committee
TiTLE2 = 
TiTLE CONT. =  

*Numberofscheduledmeetingsattended/maximumnumberofmeetingsthattheDirectorcouldhaveattended.
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SignificantissuesconsideredbytheCommittee

Valuation

TheCommitteedeterminedthatakeyareaofconsiderationinrelationtotheConsolidatedFinancialStatementsofthe
Groupwasthevaluationoftheinvestmentproperties,asitisfundamentaltotheGroup’sstatementoffinancialposition
andauditedresults.The19propertiesintheportfolioattheyearendwereexternallyvaluedbyqualifiedindependent
valuers(usingtheinternationallyacceptedRoyalInstitutionofCharteredSurveyors(‘RICS’)Valuation–Professional
Standards)andwhilstcomparablemarkettransactionsprovidevaluationevidence,thereareassumptionswhichinvolve
significantlevelsofjudgement.TheCommitteeconsideredthevaluationsandthesewerealsodiscussedwiththeAIFM,
InvestmentAdviserandauditorduringtheauditofthefinancialstatements.Detailsofthevaluationmethodologyare
containedinNote10totheConsolidatedFinancialStatements.

Measure of Investment in subsidiary undertakings

TheCommitteeconsideredthecomparisonofthecarryingvalueofitsinvestmentinsubsidiaryundertakingswiththe
netassetsofthesubsidiary’sbalancesheet,toidentifywhetherthenetassetsexceededthecarryingamountwhich
would be an indicator of impairment in the carrying value of the subsidiary. The auditor was satisfied that the
measurementoftheinvestmentinthesubsidiaryundertakingwasfreefrommaterialmisstatement.

Internalcontrols
TheCommitteecarefullyconsiderstheinternalcontrolsystemsbymonitoringtheservicesandcontrolsofitsthird-
partyserviceproviders.

TheCommitteereviewedandupdatedtheriskmatrix.Itreceivedreportsoninternalcontrolandcompliancefromthe
InvestmentAdviserandtheGroup’sothermajorserviceprovidersandnosignificantmattersofconcernwereidentified.

Internalaudit

TheCommitteehasconsideredwhetherestablishinganinternalauditfunctionwouldbeappropriateandconcluded
that,consideringthestructureandnatureoftheGroup’sactivities,suchafunctionisnotnecessary.TheCommittee
believesthattheexistingsystemofmonitoringandreportingbythirdpartiesremainsappropriateandadequateandwill
reviewthispositiononanannualbasisandmakeappropriaterecommendationstotheBoard.

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-termviabilitystatementwithintheAnnualReportfortheyearended30
June2022,coveringathreeyearperiod,andtheunderlyingfactorsandassumptionswhichcontributedtotheCommittee
decidingthatthiswasanappropriatelengthoftimetoconsidertheGroup’slong-termviability.TheGroup’sviability
statementcanbefoundonpage30.

Independenceandobjectivityoftheauditor
ItistheCommittee’sresponsibilitytomonitortheperformance,objectivityandindependenceoftheauditorandthisis
evaluated by the Committee each year. The Company’s external auditor is Moore Kingston Smith LLP (‘MKS’). In
evaluating MKS’s performance, the Committee examines five main criteria – robustness of the audit process,
independenceandobjectivity,qualityofdelivery,qualityofpeopleandservice,andvalue-addedadvice.Havingcarried
outareviewtheCommitteeissatisfiedwiththeauditor’sperformanceandthatastheauditordidnotcarryoutnon-
auditservicestheobjectivityandindependenceoftheauditorwasnotcompromised.

Externalauditprocess
TheCommitteemeetsatleasttwiceayearwiththeauditor,onceattheplanningstagebeforetheauditandagainafter
theauditatthereportingstage.Theauditorprovidesaplanningreportinadvanceoftheannualaudit,andareportonthe
annualaudit.TheCommitteehasanopportunitytoquestionandchallengetheauditorinrespectofbothofthesereports.

TiTLE CONT. = Continued



GOVERNANCE

REPORTOFTHEAUDITCOMMITTEECONTiNUED


41ANNUAL REPORT & ACCOUNTS 2022

Inaddition,atleastonceayear,theCommitteehasanopportunitytodiscussanyaspectoftheauditor’sworkwiththe
auditor in the absence of the AIFM and Investment Adviser and other service providers. After the annual audit, the
Committeewillreviewtheauditprocessandconsideritseffectiveness.

Appointmentoftheauditor
Following a review of its independence and objectivity, the Committee has recommended to the Board that re-
appointment of Moore Kingston Smith LLP (‘MKS’) as the Company’s auditor be proposed to shareholders at the
forthcomingAGM.MKShasexpresseditswillingnesstocontinueastheCompany’sauditor.

MKSwasappointedasauditortotheGroupon23June2021followingacompetitivetenderprocess.JonathanSutcliffe
istheauditpartnerandthisyear’sauditishissecondone.InlinewithEUrequirementsadoptedbytheUK,itisintended
thattheexternalauditwillbere-tenderedatleasteverytenyears.

Auditfeesandnon-auditservices
TheCommitteehassoleresponsibilityforagreeingtheauditfee.

Ananalysisofauditfeesissetoutbelow:

 Year ended  
30 June 2022

£000

 Year ended  
 30 June 2021

£000

Audit fees

StatutoryauditofAnnualReportandAccounts 53 67

StatutoryauditofSubsidiaryAccounts 10 10

63 77

TheCommitteehasapolicyontheengagementoftheauditortosupplynon-auditservices.Allnon-auditservicesare
reviewedbytheCommitteewhichmakesrecommendationsfortheprovisionofeachnon-auditserviceandensuresthat
thestatutoryauditorisnotengagedtoperformworkthatisprohibitedunderEUlawasadoptedbytheUK.

Thenon-auditservicespolicywasreviewedanditsapplicationmonitoredbytheCommitteeduringtheyearanditwas
agreedthatthepolicyremainedappropriatefortheGroup.

MKShavenotprovidedanynon-auditservicestotheGroup.

Stephanie Eastment 
AuditCommitteeChair

28September2022

TiTLE CONT. = Continued
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report of the management engagement committee
TiTLE CONT. =  

IampleasedtopresenttheManagementEngagementCommitteeReportfortheyearended30June2022.

CommitteeMembership
TheManagementEngagementcomprisesAdamCSmithasChair,AlanSippettsandStephanieEastment.Stephanie
EastmentwasappointedasamemberoftheManagementEngagementCommitteewitheffectfrom1October2021on
thesamedaythatJimProwerresignedasDirectoroftheCompanyandmemberoftheManagementEngagement
Committee.

Meetings
TheManagementEngagementCommitteeheldonescheduledmeetingduringtheyear,andthemeetingwasattended
byeachmemberasfollows:

Director Attendance*

AdamCSmith 1/1
StephanieEastment 0/0(Appointed1October2021)
AlanSippetts 1/1
JimPrower 1/1(Resigned1October2021)

RoleoftheCommittee
The Committee is responsible for reviewing the appropriateness of the continuing appointment of the AIFM and
InvestmentAdviserandensuringthetermsandconditionsoftheAIFMandInvestmentAdviser’scontinuingappointment
alignwiththeinvestmentpolicyandinvestmentobjectiveoftheGroup.

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

1. satisfieditselfthattheAIFMandInvestmentAdviseragreementsarefairandthatthetermsremaincompetitive
 andsensibleforshareholdersandthatmattersofcomplianceareunderproperreview;

2. reviewed the performance of other third-party service providers and made recommendations to the Board
 regardingthese;and

3. reviewedtheCommittee’stermsofreference(whichareavailableontheCompany’swebsite).

PerformanceEvaluation
RefertotheaboveCorporateGovernancesectiondetailinghowthereviewoftheCommittee’sperformancehasbeen
conducted,andtheresultsofsuchevaluation.

ReviewofServiceProviders
TheCommitteereviewstheongoingperformanceandthecontinuingappointmentofkeyserviceprovidersoftheGroup
includingtheAIFMandInvestmentAdviseronanannualbasis.TheCommitteealsoconsidersanyvariationtothe
termsofkeyserviceproviders’agreementsandreportsitsfindingstotheBoard.

ContinuingAppointmentoftheAIFMandInvestmentAdviser
TheCommitteehasreviewedthecontinuingappointmentoftheAIFMandInvestmentAdviserandaresatisfiedthat
theirappointmentremainsinthebestinterestsofshareholdersasawhole.

Adam C Smith 
ManagementEngagementCommitteeChairman

28September2022

*Numberofscheduledmeetingsattended/maximumnumberofmeetingsthattheDirectorcouldhaveattended.
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DearShareholder,

IampleasedtopresenttheDirectors’RemunerationReportonbehalfoftheBoardfortheyearended30June2022.It
issetoutintwosectionsinlinewithlegislativereportingregulations:

• Directors’ Remuneration Policy – This sets out our Remuneration Policy for Directors of the Company. An
immaterial change to the remuneration policy has been made this year, which is to remove reference to the
directorfeelevels,asthesearedisclosedintheDirectors’RemunerationReport.Thecomponentsfordeciding
directorremunerationremainsunchangedandthereforeashareholdervoteisnotrequired.

• AnnualReportonDirectors’Remuneration–ThissetsouthowtheDirectorswerepaidfortheyearended30June
2022.Therewillbeanadvisoryshareholdervoteonthissectionofthereportatour2022AGM.

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

FulldetailsoftheDirectors’RemunerationPolicy,aswellashowDirectorswerepaidfortheyearended30June2022,
aresetoutonpages44to47.

Wevalueengagementwithourshareholdersandfortheconstructivefeedbackwereceive.Welookforwardtoyour
supportattheupcomingAGM.

Alan Sippetts 
Chairman

28September2022

Annual Statement on Directors’ Remuneration
TiTLE CONT. =  
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Directors’ Remuneration Policy
TiTLE CONT. =  

TheDirectors’RemunerationPolicywasapprovedbyshareholdersattheAnnualGeneralMeetingoftheCompanyheld
on26November2020andbecameeffectivefromtheconclusionofthatmeeting.Theprovisionsofthepolicywillapply
untiltheyarenextputtoshareholdersforrenewalofthatapproval,whichmustbeatintervalsofnotmorethanthree
years,oriftheRemunerationPolicyismateriallyvaried,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:onefor
aDirectorandadditionalfeesfortheChair
oftheAuditCommitteeandtheChairofthe
Board.

Theapprovalofshareholderswouldbe
requiredtoincreasetheaggregatelimitof
£400,000forDirectors’remuneration,asset
outintheCompany’sArticles.

Theleveloftheannualfeehasbeensettoattract
andretainhighcalibreDirectorswiththeskills
andexperiencenecessaryfortherole.

Thefeehasbeenbenchmarkedagainst
companiesofasimilarsizeinthesector,having
regardtothetimecommitmentandexpected
contributiontotherole.

Additional Service Fee TheCompany’sArticlesprovidethatifany
Directorshallperformorrenderanyspecial
dutiesorservicesoutsidehisordinaryduties
asaDirector,hemaybepaidsuchreasonable
additionalremunerationasmaybeconsidered
appropriate.

Theadditionalfeeoffersflexibilityfor
aDirectortobeawardedadditional
remunerationtoadequatelycompensatea
Directorforanyspecialservicesorservices
outsidehisordinarydutieswherethisis
consideredappropriatefortheeffective
functioningoforinfurtheranceofthe
Company’saims.

Other Benefits TheCompany’sArticlesprovidethatDirectors
areentitledtobereimbursedforreasonable
expensesincurredbytheminconnectionwith
theperformanceoftheirdutiesandattendance
atBoardandGeneralMeetings.

Inlinewithmarketpractice,theCompany
willreimbursetheDirectorsforexpensesto
ensurethattheyareabletocarryouttheir
dutieseffectively.

Feesarereviewedannuallyinaccordancewiththeabovepolicy.ThefeeforanynewDirectorappointedtotheBoardwill
bedeterminedonthesamebasis.

ServiceContracts

DirectorsdonothaveservicecontractswiththeCompanybutareengagedunderlettersofappointment,copiesof
whichareavailableforinspectionattheCompany’sregisteredoffice.NoneoftheDirectorshasacontractofservice
withtheGroup.

DirectorsTermofOffice

Directorsarenotappointedforaspecifictermandwillstandforannualre-electionattheCompany’sannualgeneral
meetings.

LossofOffice

Thelettersofappointmentspecificallyexcludeanyentitlementtocompensationuponleavingofficeforwhateverreason.

RelationswithShareholders

TheCompanyiscommittedtoongoingshareholderdialogueandanyviewsexpressedbyshareholdersonthefeesbeing
paidtoDirectorswouldbetakenintoconsiderationbytheBoardwhenreviewingtheDirectors’remunerationpolicyas
apartofanyreviewofDirectors’fees.
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Duringtheyearended30June2022,theannualfeesweresetattherateof£30,000fortheChairman,£25,000forthe
AuditCommitteeChairand£20,000foraDirector.

TheDirectors’annualfeesweresetatincorporationoftheCompanyin2017andhavenotbeenincreasedforthefive
yearssincethen.Followingaremunerationbenchmarkingexerciseandindependentadvice,theBoardhaveagreedto
increasefeestoensurethattheyaresufficienttoattractandretaindirectorsofsuitablecalibreandwiththeskills,
knowledgeandexperiencenecessaryfortherolehavingregardstotheexpectedtimecommitment.Basedontheabove,
theDirectors’feeswillbeincreasedwitheffectfrom1July2022assetoutbelow.Thisisanacross-the-boardincrease
of30%whichreflectsthefactthatafterseveralyearsofnofeeincreases,Directors’feesweresubstantiallybelowthe
marketrate.Itisnotanticipatedthatfutureincreaseswillbeonthisscale.

a) Chair:increasefrom£30,000to£39,000

b) AuditCommitteeChair:increasefrom£25,000to£32,500

c) Director:increasefrom£20,000to£26,000

TheseincreasestotheDirectors’feesareinlinewiththeRemunerationPolicyapprovedbyShareholdersattheAnnual
GeneralMeetingoftheCompanyheldon26November2020.

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

PerformanceoftheCompany
Thechartbelowcomparesthesharepricetotalreturn(assumingalldividendsre-invested)comparedwiththetotal
returnontheFTSEEPRANareitUKandFTSESmallCapIndicesovertheperiodsinceinceptionoftheCompany.These
indiceshavebeenchosenastheyareconsideredtobethemostappropriatebenchmarkagainstwhichtoassessthe
relativeperformanceoftheCompany.
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SingleTotalFigure(auditedinformation)
TheremunerationpaidtotheDirectorsduringtheyearended30June2022issetoutinthetablebelow:

2022 2021

Director
Total Fixed 

Remuneration (£)
Total Expenses

(£)
Total 

(£)
Total Fixed 

Remuneration (£)

Total 
Expenses 

(£)
Total 

(£)

AlanSippetts1 30,000 – 30,000 21,667 – 21,667

StephanieEastment2 18,750 – 18,750 n/a n/a n/a

AdamCSmith3 20,000 – 20,000 6,000 – 6,000

JimPrower4 6,250 – 6,250 25,000 297 25,297

SteveSmith5 – – – 25,000 170 25,170

Total 75,000 – 75,000 78,000 467 78,467

Annual Change in Directors’ Fees  
(excluding expenses)

Director From 2021 to 2022 (%) From 2020 to 2021 (%)

AlanSippetts1 38% 8%

StephanieEastment2 n/a n/a

AdamCSmith3 233% n/a

JimPrower4 (75%) (38%)

SteveSmith5 n/a (17%)

DirectorfeelevelsweresetattheincorporationoftheCompanyin2017andhavenotbeenincreasedsincethattime.
AllannualpercentagechangesarethereforearesultofDirectors’changingrolesontheBoard,andleavingorjoining
theBoard.
1 AlanSippettsreceived£30,000p.a.from1May2021,thedateofhisappointmentasChairman.From1July2020to30April2021,hereceived£20,000

p.a.
2 StephanieEastmentwasappointedasaDirectorandChairoftheAuditCommitteewitheffectfrom1October2021,andthereforeher2022remuneration

waspro-ratafrom1October2021to30June2022.
3 AdamCSmithwasappointedasaDirectorwitheffectfrom8March2021,andthereforehis2021remunerationwaspro-ratafrom8March2021to30

June2021.Ifhehadservedafullyearto30June2021,the%increasefrom2021to2022wouldhavebeennil.
4 JimProwerresignedasaDirectorwitheffectfrom1October2021,andthereforehis2022remunerationwaspro-ratafrom1July2021to1October

2021andthe75%decreasereflectsthis.Thedecreasefrom2020to2021wasduetotheadditionalfeepaidin2020of£15,000.
5 SteveSmithresignedasaDirectorwitheffectfrom1May2021,andthereforehis2021remunerationwaspro-ratafrom1July2020to1May2021
andthe17%decreasereflectsthis.

RelativeImportanceofSpendonPay

The table below sets out, in respect of the year ended 30 June 2022, the remuneration paid to the Directors. The
managementfeeanddividendspaidareshowntogiveshareholdersagreaterunderstandingoftherelativeimportance
ofspendonpay.

2022
(£’000)

2021
 (£’000)

Directors’remuneration 75 78

InvestmentManagementfee 368 269

Dividendspaid 4,460 3,965

TiTLE CONT. = Continued
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TiTLE CONT. = Continued

Directors’Interests(auditedinformation)

Neither the Company’s Articles, nor the Directors’ letters of appointment require a Director to own shares in the
Company.TheinterestsoftheDirectorsandtheirpersonscloselyassociatedintheequityoftheCompanyat30June
2022areshowninthetablebelow.Therehavebeennochangestotheaboveholdingssincetheyearendanduptothe
dateofthisreport.

2022
Number of shares

2021 
Number of shares

AlanSippetts 34,006 34,006

StephanieEastment1 20,473 N/A

AdamCSmith2 22,055,461 11,855,461

JimPrower N/A 21,500

1 StephanieEastmentwasappointedasaDirectoroftheCompanyon1October2021.10,920OrdinarySharesareheldbyStephanieEastmentand9,553
areheldbypersonscloselyassociatedwithStephanieEastment.

2 At30June2021,11,855,461OrdinaryShareswere inrelation toGlenstoneREITplc,apersoncloselyassociatedwithAdamCSmith;hedidnot
   holdanyshares inhisownname.At30June2022,20,155,461OrdinaryShareswereheldbyGlenstoneREITplcand1,900,000OrdinaryShares
wereheldbyLecramHoldingsLtd,personscloselyassociatedwithAdamCSmith;hedidnotholdanysharesinhisownname.

Noneof theDirectorsorpersonscloselyassociatedwiththemhadamaterial interest intheGroup’stransactions,
arrangementsoragreementsduringtheyear.

ConsiderationofShareholderViews
Duringtheyear,theCompanydidnotreceiveanycommunicationsfromshareholdersspecificallyregardingDirectors’
pay.TheresolutiontoapprovetheDirectors’RemunerationReportwaspassedattheAnnualGeneralMeetingon30
November2021.

AGMVoting
TheDirectors’RemunerationPolicywaslastapprovedbyshareholdersattheAGMheldon26November2020onapoll;
thepollvotesreceivedwereassetoutbelow.TheDirectors’RemunerationReport(excludingtheDirectors’Remuneration
Policy)waslastapprovedbyshareholdersattheAGMheldon30November2021onapoll;thepollvotesreceivedwere
assetoutbelow.

Voting
Remuneration  

Report
Remuneration  

Policy

For–numberofvotescast 31,159,239(99.86%) 40,326,456(98.26%)

Against–numberofvotescast 44,700(0.14%) 712,068(1.74%)

Totalvotescast 31,203,939 41,038,524

Numberofvoteswithheld 14,594 1,954,202

Approval
TheDirectors’RemunerationReporthasbeenapprovedbytheBoardofDirectorsandsignedonitsbehalfby:

Alan Sippetts 
Chairman

28September2022
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TheDirectors’Report,preparedinaccordancewiththerequirementsoftheCompaniesAct2006andtheFCA’sListing
RulesandDisclosureGuidanceandTransparencyRules,comprisespages48to50,andincorporatestheCorporate
GovernanceStatementonpages33to38.Inaccordancewiths414c(11)oftheCompaniesAct2006,informationrequired
tobedisclosedinrespectoffuturedevelopmentsandprincipalrisksanduncertaintiesisincludedwithintheStrategic
Report.

PrincipalActivity
TheCompanyisaclosed-endinvestmentcompanyandisaRealEstateInvestmentTrust.TheCompanyisaholding
companyoftwosubsidiaries.TheGroupinvestsinpropertiesinaccordancewiththeInvestmentPolicyandInvestment
Objective.

ResultsandDividends
TheinterimdividendspaidbytheCompanyaresetoutinNote9oftheConsolidatedFinancialStatements.Asummary
oftheGroup’sperformanceduringtheyear,significanteventsfollowingtheyearendandfuturedevelopmentsissetout
intheStrategicReportonpages3to31.

Directors
TheDirectorsinofficeatthedateofthisreportareshownonpage32.

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,therearenoqualifyingthird-partyindemnityprovisionsin
force.TheBoardhasagreedtoaprocedurebywhichDirectorsmayseekindependentprofessionaladviceifnecessary
andattheCompany’sexpense.TheCompanyhasalsoarrangedfortheappropriateprovisionofDirectors’andOfficers’
LiabilityInsurance.

AnnualGeneralMeeting
TheCompany’s2022AGMwillbeheldon10November2022at10am,andtheNoticeofAnnualGeneralMeetinghas
beensetoutonpages94to102ofthisreport.

VotingEntitlement
Eachshareholderisentitledtoonevoteonashowofhandsand,onapoll,toonevoteforeveryOrdinaryShareheld.The
NoticeofAGMandFormofProxystipulatethedeadlinesforthevalidexerciseofvotingrightsand,otherthanwith
regardtoDirectorsnotbeingpermittedtovotetheirOrdinarySharesonmattersinwhichtheyhaveaninterest.

TherearenorestrictionsconcerningthetransferofsecuritiesintheCompanyoronvotingrights;nospecialrightswith
regardtocontrolattachedtosecurities;noagreementsbetweenholdersofsecuritiesregardingtheirtransferknown
totheCompany;andnoagreementswhichtheCompanyispartytothatmightaffectitscontrolfollowingasuccessful
takeoverbid.

ContinuationVote
AttheupcomingAnnualGeneralMeeting,theDirectorsshallproposeanordinaryresolutiontoshareholdersthatthe
Companycontinuesitsbusinessaspresentlyconstituted.FurtherdetailissetoutintheChair’sStatementonpages5
to6.

ShareCapital
At30June2022,andatthedateofthisreport,thereare80,500,000£0.01OrdinarySharesinissue,noneofwhichare
heldintreasury.

Directors’ Report
TiTLE CONT. =  
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PurchaseofOwnShares
At the Company’s AGM on 30 November 2021, the Company was granted authority to purchase up to 10% of the
Company’sOrdinarySharesinissue.Noshareshavebeenboughtbackunderthisauthorityduringtheyear,which
expiresat theconclusionof theCompany’s2022AGM.Aresolution torenewtheCompany’sauthority topurchase
(eitherforcancellationorforplacingintoTreasury)upto8,050,000OrdinaryShares(being10%oftheissuedOrdinary
Sharecapitalatthedateofthisreport),willbeputtoshareholdersatthe2022AGM.Anypurchasewillbemadeinthe
marketandpriceswillbeinaccordancewiththetermslaidoutintheNoticeofAGM.Theauthoritywillbeusedwhere
theDirectorsconsiderittobeinthebestinterestsofshareholders.

Incomeentitlement
TheprofitsoftheCompanyavailablefordistributionanddeterminedtobedistributedshallbedistributedbywayof
interimorfinaldividendsamongtheholdersofOrdinaryShares.

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

RequirementsoftheListingRules
ListingRule9.8.4requirestheCompanytoincludespecifiedinformationinasingleidentifiablesectionoftheannual
reportoracrossreferencetableindicatingwheretheinformationissetout.TheDirectorsconfirmthatthereareno
disclosuresrequiredinrelationtoListingRule9.8.4.

SubstantialShareholdings
At30June2022theCompanyhadbeennotifiedunderDisclosureGuidanceandTransparencyRule(‘DTR’)5ofthe
followingsignificantholdingsofvotingrightsinitsOrdinaryShares.Theseholdingsmayhavechangedsincenotification;
however,notificationofanychangeisnotrequireduntilthenextapplicablethresholdiscrossed.

Shareholder
Number of Ordinary 

Shares held
% of Total  

Voting Rights

GlenstoneREITplc 20,155,461 25.0

HawksmoorInvestmentManagementLimited 8,792,286 10.9

CharlesStanleyGroupplc 2,847,825 3.5

TheCompanyhasbeennotifiedofthefollowingchangestotheaboveinterestsatthedateofthisReport:

Shareholder
Number of Ordinary 

Shares held
% of Total  

Voting Rights

HawksmoorInvestmentManagementLimited 7,953,241 9.9%

RelatedPartyTransactions
Relatedpartytransactionsduringtheperiodto30June2022canbefoundinNote20totheConsolidatedFinancial
Statements.

ResearchandDevelopment
Noexpenditureonresearchanddevelopmentwasmadeduringtheyear(2021:Nil).

DonationsandContributions
Nopoliticalorcharitabledonationsweremadeduringtheyear(2021:Nil).

BranchesOutsidetheUK
TherearenobranchesofthebusinesslocatedoutsidetheUnitedKingdom.

TiTLE CONT. = Continued
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Subsidiarycompanies
DetailsoftheCompany’ssubsidiariesaresetoutinNote16totheConsolidatedFinancialStatements.

ManagementArrangements
LanghamHallFundManagementLLP is theGroup’sAIFM,and the termsof theAIFMAgreementaresetouton
page51.M7RealEstateLimited(‘M7’)istheInvestmentAdviser,anditsroleistoprovidetheCompanywithadvice,
supportandservicesincludingdebtadvisory,reporting,fundaccountingandinvestmentadvisoryservicestogetherwith
asset management, operational advice, budgeting and planning for the Group’s portfolio. M7 also has delegated
authority toactwithindefinedparametersandwheredecisionsoutsidepre-approvedcriteriaarerequired,specific
approvalisrequiredfromtheBoardandAIFM.FurtherdetailscanbefoundinNote20oftheGroup’sConsolidated
FinancialStatements.

FinancialRiskManagement
ThefinancialriskmanagementobjectivesandpoliciescanbefoundinNote18totheConsolidatedFinancialStatements.

ContractsofSignificance
TherearenocontractsofsignificanceoftheCompanyorasubsidiaryinwhichaDirectorisorwasmateriallyinterested
ortowhichacontrollingshareholderwasaparty.

StatementofDisclosureofInformationtoAuditor
SofaraseachDirectorisawarethereisnorelevantinformation,whichwouldbeneededbytheGroup’sauditor in
connectionwithpreparingtheirauditreport(whichappearsonpages54to59),ofwhichtheauditorisnotaware;and
eachDirector,inaccordancewithsection418(2)oftheCompaniesAct2006,hastakenallreasonablestepsthathe
oughttohavetakenasaDirectortomakehimselfawareofanysuchinformationandtoensurethattheauditorisaware
ofsuchinformation.

InformationincludedintheStrategicReport
Theinformationthatfulfilsthereportingrequirementsrelatingtothefollowingmatterscanbefoundonthepages
identified.

Subject matter Page reference

Likelyfuturedevelopments 5to6

TheDirectors’ReporthasbeenapprovedbytheBoardofDirectorsandsignedonitsbehalfby:

Alan Sippetts 
Chairman

28September2022

Directors’ report
TiTLE CONT. = CONTiNUED
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InformationDisclosuresundertheAIFMDirective(‘AIFMD’)
LanghamHallFundManagementLLP(“theAIFM”)isauthorisedandregulatedbytheFCAasafull-scopeAIFMand
providesitsservicestotheCompany.

LanghamHallFundManagementLLP(the“AIFM”) isauthorisedbytheFCAasaCollectivePortfolioManagement
InvestmentFirm(“CPMIF”)undertheAIFMdirective,andwasauthorisedassuch,witheffectfrom21stFebruary2017.

RequirementsforcompliancewiththeAlternativeInvestmentFundManagersDirectiveintheUKaresetoutintheFCA
InvestmentFundssourcebook.TheFCA’sgeneralguidanceontheAIFMRemunerationCode(SYSC19B)(the“Code”)
waspublishedinJanuary2014.UndertheCode,theseniormanagementcommitteeinitsoversightoftheAIFMmust
make relevant remuneration disclosures no later than 6 months following the end of the financial year, splitting
remunerationintofixedandvariableremuneration.

Theseniormanagementcommitteeapproves the listofAIFMCodestaffannually. Inaddition,AIFMCodestaffare
notifiedoftheirstatusandtheimplicationsofthisannually.

Remunerationpolicy
TheseniormanagementcommitteeoftheAIFMhasestablishedaremunerationpolicyanditspurposeistoensurethat
theremunerationofitsmembersandemployeesisconsistentwithandpromotessoundandeffectiveriskmanagement
anddoesnotencouragerisk-takingwhichisinconsistentwiththeriskprofiles,rulesorinstrumentsofincorporationof
theAIFMandtheAIFsitmanages.

ThispolicyappliestotheAIFMandAlternativeIncomeREITplcastheAIF.

Employeeremunerationdisclosure
Thetablebelowprovidesanoverviewofthefollowing:

• RemunerationpaidbytheAIFMtoallstaff.

Year ended
30 June 2022

The AIFM’s staff Headcount Remuneration (£)

Fixedremuneration 12 £461,694

Variableremuneration 12 £21,351

LanghamHallFundManagementLLP

28September2022

information Disclosures under the AiFM Directive (‘AiFMD’)
TiTLE CONT. =  
YEAR END =  
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Statement of Directors’ Responsibilities 
TiTLE CONT. =  
YEAR END =  

StatementofDirectors’ResponsibilitiesinrespectoftheAnnualReportandtheConsolidatedFinancial
Statements
TheDirectorsareresponsibleforpreparingtheAnnualReportandtheGroupandparentCompanyFinancialStatements
inaccordancewithapplicablelawandregulations.

CompanylawrequirestheDirectorstoprepareGroupandparentCompanyfinancialstatementsforeachfinancialyear.
UnderthatlawtheyarerequiredtopreparetheGroupfinancialstatementsinaccordancewithinternationalaccounting
standards inconformitywith therequirementsof theCompaniesAct2006and inaccordancewith theUKadopted
internationalaccountingstandards.TheDirectorshaveelectedtopreparetheparentCompanyfinancialstatementsin
accordancewithUKaccountingstandards,includingFRS101ReducedDisclosureFrameworkandapplicablelaw.

UndercompanylawtheDirectorsmustnotapprovethefinancialstatementsunlesstheyaresatisfiedthattheygivea
trueandfairviewofthestateofaffairsoftheGroupandparentCompanyandoftheirprofitorlossforthatperiod.In
preparingeachoftheGroupandparentCompanyfinancialstatements,theDirectorsarerequiredto:

• selectsuitableaccountingpoliciesandthenapplythemconsistently;

• makejudgementsandestimatesthatarereasonable,relevant,reliableandprudent;

• fortheGroupfinancialstatements,statewhethertheyhavebeenpreparedinaccordancewithCompaniesAct2006
andinaccordancewithUKadoptedinternationalaccountingstandards;

• 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.

TheDirectorsareresponsible forkeepingadequateaccountingrecords thataresufficient toshowandexplain the
Group’sandtheparentCompany’stransactionsanddisclosewithreasonableaccuracyatanytimethefinancialposition
of the Group and the parent Company and enable them to ensure that its financial statements comply with the
Companies Act 2006. They are responsible for such internal control as they determine is necessary to enable the
preparationoffinancialstatementsthatarefreefrommaterialmisstatement,whetherduetofraudorerror,andhave
generalresponsibilityfortakingsuchstepsasarereasonablyopentothemtosafeguardtheassetsoftheGroupand
theparentCompanyandtopreventanddetectfraudandotherirregularities.

Underapplicablelawandregulations,theDirectorsarealsoresponsibleforpreparingaStrategicReport,Directors’
Report,Directors’RemunerationReportandCorporateGovernanceStatementthatcomplieswiththatlawandthose
regulations.

TheDirectorsareresponsibleforthemaintenanceandintegrityofthecorporateandfinancialinformationincludedon
theCompany’swebsite.LegislationintheUKgoverningthepreparationanddisseminationoffinancialstatementsmay
differfromlegislationinotherjurisdictions.
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ResponsibilitystatementoftheDirectorsinrespectoftheAnnualReportandtheConsolidatedFinancial
Statements
Weconfirmthattothebestofourknowledge:

• theConsolidatedFinancialStatements,preparedinaccordancewiththeapplicablesetofaccountingstandards,
give a true and fair view of the assets, liabilities, financial position and profit or loss of the Company and the
undertakingsincludedintheconsolidationtakenasawhole;and

• theStrategicReportandDirectors’Reportincludeafairreviewofthedevelopmentandperformanceofthebusiness
andthepositionoftheissuerandtheundertakingsincludedintheconsolidationtakenasawhole,togetherwitha
descriptionoftheprincipalrisksanduncertaintiesthattheyface.

• that the Annual Report and the Consolidated Financial Statements, taken as a whole, are fair, balanced and
understandable and provide the information necessary for shareholders to assess the Group’s position and
performance,businessmodelandstrategy.

OnbehalfoftheBoard

Alan Sippetts
Chairman

28September2022

ResponsibilitystatementoftheDirectors 
TiTLE CONT. =  
YEAR END =  



GOVERNANCE

INDEPENDENTAUDITOR’SREPORT 


54 ALTERNATIVE INCOME REIT PLC

OPINION
WehaveauditedthefinancialstatementsofAlternativeIncomeREITplc(the‘parentCompany’)anditssubsidiaries(the
‘Group’)fortheyearended30June2022whichcomprisetheGroupStatementofComprehensiveIncome,theGroup
andParentCompanyStatementsofFinancialPosition, theGroupStatementofCashFlows, theGroupandParent
Company Statements of Changes in Equity and notes to the financial statements, including significant accounting
policies.ThefinancialreportingframeworkthathasbeenappliedinthepreparationoftheGroupfinancialstatements
isapplicablelawandUKadoptedInternationalAccountingStandardsandthefinancialreportingframeworkappliedin
the preparation of the Parent Company financial statements is applicable law and United Kingdom Accounting
Standards, including FRS 101 ‘Reduced Disclosure Framework’ (United Kingdom Generally Accepted Accounting
Practice).

Inouropinion:

• thefinancialstatementsgiveatrueandfairviewofthestateoftheGroup’sandoftheparentCompany’saffairsas
at30June2022andoftheGroup’sprofitfortheyearthenended;

• the Group financial statements have been properly prepared in accordance with UK adopted international
accountingstandards;

• the Parent company financial statements have been properly prepared in accordance with United Kingdom
GenerallyAcceptedAccountingPractice;and

• thefinancialstatementshavebeenpreparedinaccordancewiththerequirementsoftheCompaniesAct2006.

BASISFOROPINION
WeconductedourauditinaccordancewithInternationalStandardsonAuditing(UK)(ISAs(UK))andapplicablelaw.Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the audit of the
financialstatementssectionofourreport.WeareindependentoftheGroupinaccordancewiththeethicalrequirements
thatarerelevanttoourauditofthefinancialstatementsintheUK,includingtheFRC’sEthicalStandardasappliedto
listed public interest entities, and we have fulfilled our other ethical responsibilities in accordance with these
requirements.Webelievethattheauditevidencewehaveobtainedissufficientandappropriatetoprovideabasisfor
ouropinion.

OURAPPROACHTOTHEAUDIT
OurGroupauditwasscopedbyobtaininganunderstandingoftheGroupandtheparentcompanyandtheirenvironment,
including theGroup’ssystemof internalcontrol,andassessing therisksofmaterialmisstatement in the financial
statements.Wealsoaddressed theriskofmanagementoverrideof internalcontrols, includingassessingwhether
therewasevidenceofbiasbythedirectorsthatmayhaverepresentedariskofmaterialmisstatement.At30June2022
theGrouphadtwocomponentswhosetransactionsandbalancesareincludedintheconsolidatedfinancialstatements.
Bothcomponents,beingAlternativeIncomeREITHoldcoLimitedandAlternativeIncomeLimited,wereconsideredto
besignificantcomponentsandweresubjecttoafullscopeaudit.AllworkwascarriedoutbytheGroupauditteam.

KEYAUDITMATTERS
Keyauditmattersarethosemattersthat,inourprofessionaljudgement,wereofmostsignificanceinourauditofthe
financialstatementsofthecurrentperiodandincludethemostsignificantassessedrisksofmaterialmisstatement
(whetherornotduetofraud)weidentified,includingthosewhichhadthegreatesteffecton:theoverallauditstrategy,
theallocationofresourcesintheaudit;anddirectingtheeffortsoftheengagementteam.Thesematterswereaddressed
inthecontextofourauditofthefinancialstatementsasawhole,andinformingouropinionthereon,andwedonot
provideaseparateopiniononthesematters.

Independentauditor’sreport
TITLECONT.=
YEAREND=
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KeyAuditMatters Howourscopeaddressedthismatter

Investmentpropertyvaluations
(GroupandCompany)
Refer to note 2 in relation to significant estimates and 
accounting policies.

Refer to note 10 in relation to Investment property.

Thevaluationofinvestmentpropertyrequiressignificant
judgementsandestimatestobemadebytheDirectors
andtheindependentvaluerandisthereforeconsidered
akeyauditmatterduetothesubjectivenatureofcertain
assumptionsinherentineachvaluation.

Each property’s fair value is impacted by a number of
factors, but in particular future rental income and
marketyieldsappliedthereto,whichinturnareimpacted
bythelocation,qualityandconditionofthebuildingand
tenantcovenant.

Ourauditproceduresincluded:
• We obtained the valuation report prepared by the

independentvalueranddiscussedthebasisof the
valuationwiththem.Weconfirmedthatthebasisof
the valuations was in accordance with the
requirementsoftherelevantaccountingstandards.

• We assessed and confirmed the external valuer’s
qualifications,independenceandbasisofvaluation.

• We appointed a third-party expert to review the
independentvaluer’svaluationreport.

• We discussed, critically assessed and challenged
theoutcomesof the third-partyexpertreviewwith
the independentvaluertogainassuranceoverthe
assumptionsandobtainedtherelevantevidenceto
supportthese.

Ourresults
Weconcludedthatthevaluationofinvestmentproperties
anddisclosuresoftheassociatedlevelofuncertaintyare
acceptable.

Continuationvote(GroupandCompany)
Refertonote1 inrelationtothecontinuationvoteand
goingconcernstatusoftheentity

AttheNovember2022AnnualGeneralMeeting(AGM)a
votewillbeputtoallshareholdersconcerningwhether
the company should continue operations as currently
constituted. The vote will be an ordinary resolution,
requiringa50%votetopass.Shouldthevotetocarryon
thebusinessascurrentlyconstitutednotpass,theBoard
are required to formulate proposals to be put to
Shareholderstoreorganise,restructureorwind-upthe
Companyandpresentsuchproposals toShareholders
within six months of the date of the annual general
meetingatwhichthecontinuationresolutionisproposed.

• We have critically assessed the viability of the
business from a shareholder perspective
considering net asset position and growth,
profitability, dividend payments, cash flow
projections and how the business has operated
duringtheperiod.

• Wehaveconsidered thecommunications fromthe
Board to shareholders, with the Board
recommending thatshareholders vote in favourof
theresolution.

• WehaveobtainedrepresentationsfromtheDirectors
thattheyintendtovotetheirsharesinfavourofthe
resolution. We have obtained letters of intention
from shareholders connected to Adam Smith that
they intend to vote their shares in favour of the
resolution.Togethertheyhold27.4%ofthesharesin
issue.

• Based on available evidence, we have considered
andcriticallyassessedthedirectors’assertionthat
the continuation vote is very unlikely not to be
passed,andthereforethatnomaterialuncertainty
existsinrelationtogoingconcern.

Ourresults
We concluded that the continuation vote has been
adequately disclosed within note 1 of the financial
statements.Basedonourworkwealsoconcludedthat
thedirectors’assertionthatthevoteisveryunlikelynot
tobepassedwasappropriate.

Independentauditor’sreport
TITLECONT.=CONTINUED
YEAREND=
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Recoverabilityofinvestmentsinsubsidiary
undertakings(Companyonly)
This is not considered a significant risk of material
misstatement or to be an area requiring significant
managementjudgement.However,duethesignificance
ofthisbalancetotheparentCompany’sbalancesheetit
wasconsideredthat thisareawouldhave thegreatest
impactontheauditoftheParentcompany.

• We have compared the carrying value of the
investment with the net assets presented in the
subsidiary’s balance sheet to identify whether the
netassetsareinexcessofitscarryingamount.We
alsocriticallyassessedthedirectors’assertionthat
therewerenoindicatorsofimpairmentofanyofthe
investmentsinsubsidiaries.

Ourresults
Weconcludedthatthecarryingamountoftheinvestment
wasacceptableand thatweagreedwith thedirectors’
assertionthattherewasnoevidenceofimpairment.

OURAPPLICATIONOFMATERIALITY

We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of
misstatements.Weconsidermaterialitytobethemagnitudebywhichmisstatements,includingdisclosureomissions,
couldreasonablyinfluencetheeconomicdecisionsofusersthataretakenonthebasisofthefinancialstatements.

MaterialityfortheGroupfinancialstatementswassetat£1,180,000(2021:£600,000),determinedwithreferencetoa
benchmarkof1%oftotalassets(2021:0.5%).Wedeterminedthattotalassetswouldbethemostappropriatebasisfor
determining overall materiality as we consider it to be the principal benchmark which the users of the financial
statementswouldconsiderinassessingthefinancialperformanceoftheGroup.

Specificmaterialitywasdeterminedforthemeasurementofotheraccountbalancesandclassesoftransactionsnot
relatedtoinvestmentproperties.AmisstatementoflessthanmaterialityfortheGroupfinancialstatementsasawhole,
couldinfluencetheeconomicdecisionsofusers.Asaresultwedeterminedthatspecificmaterialityfortheseareas
shouldbe£340,000,basedon5%theaverageprofitofthepriortwoyearslesschangeinpropertyvalue.Wefurther
appliedaperformancematerialitylevelof50%ofspecificmaterialitytoensurethattheriskoferrorsexceedingspecific
materialitywasappropriatelymitigated.

Performancematerialityissetatanamounttoreducetoanappropriatelowleveltheprobabilitythattheaggregateof
uncorrectedandundetectedmisstatementsexceedsmateriality.Onthebasisofourriskassessment,togetherwithour
assessmentoftheGroup’soverallcontrolenvironment,ourjudgementwasthatperformancematerialityfortheGroup
shouldbe50%ofoverallfinancialstatementmateriality(£590,000).

Wedeterminedthat thesamebenchmarkastheGroupwasappropriate fordeterminingmateriality for theParent
Company.Materiality fortheParentCompanywassetat£750,000andperformancematerialityof£590,000forthe
Groupandat£375,000fortheParent.WeagreedtoreporttotheAuditCommitteeanycorrectedoruncorrectedidentified
misstatementsexceeding£59,000fortheGroupand£37,500fortheparent.

CONCLUSIONSRELATINGTOGOINGCONCERN
Inauditingthefinancialstatements,wehaveconcludedthatthedirectors’useofthegoingconcernbasisofaccounting
inthepreparationofthefinancialstatementsisappropriate.Ourevaluationofthedirectors’assessmentoftheGroup’s
and theparentcompany’ability tocontinue toadopt thegoingconcernbasisofaccounting included the following
considerations.

WehavereviewedandchallengedmanagementovertheforecaststhatsupporttheGoingConcernStatementandthe
ViabilityStatement.WehaveagreedtheGroup’sborrowingfacilitiesandtherelatedcovenantstosupportingfinancing
documentationandcalculations.Wehavecriticallyassessedtheforecastcashflowswithreferencetobudgetedand
historicperformancebyagreeingtheinputsandassumptionstosupportingdocumentation.Wehavechallengedthe
assumptionsmadebymanagementbycomparingthemtohistoricalperformanceandperformedsensitivityanalysis
onthekeyareas,suchasrentrecoverabilityandcovenantcomplianceheadroomwithreferencetofuturechangesin
propertyvaluationsandtheGroup’sfuturefinancialperformance.Wealsocriticallyassessedthedirectors’assertions
regardingthecontinuationvotereferredtointhekeyauditmattersabove.

Basedontheworkwehaveperformed,wehavenotidentifiedanymaterialuncertaintiesrelatingtoeventsorconditions
that,individuallyorcollectively,maycastsignificantdoubtontheGroup’sandparentcompany’sabilitytocontinueasa
goingconcernforaperiodofatleasttwelvemonthsfromwhenthefinancialstatementsareauthorisedforissue.
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Ourresponsibilitiesandtheresponsibilitiesofthedirectorswithrespecttogoingconcernaredescribedintherelevant
sectionsofthisreport.

OTHERINFORMATION
Theotherinformationcomprisestheinformationincludedintheannualreport,otherthanthefinancialstatementsand
ourauditor’sreportthereon.Thedirectorsareresponsiblefortheotherinformationcontainedwithintheannualreport.
Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitlystatedinourreport,wedonotexpressanyformofassuranceconclusionthereon.

Inconnectionwithourauditofthefinancialstatements,ourresponsibilityistoreadtheotherinformationand,indoing
so,considerwhethertheotherinformationismateriallyinconsistentwiththefinancialstatementsorourknowledge
obtained in the course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatementinthefinancialstatementsthemselves.If,basedontheworkwehaveperformed,weconcludethatthere
isamaterialmisstatementofthisotherinformation,wearerequiredtoreportthatfact.

Wehavenothingtoreportinthisregard.

OPINIONSONOTHERMATTERSPRESCRIBEDBYTHECOMPANIESACT2006
Inouropinionthepartofthedirectors’remunerationreporttobeauditedhasbeenproperlypreparedinaccordance
withtheCompaniesAct2006.

Inouropinion,basedontheworkundertakeninthecourseoftheaudit:

• theinformationgiveninthestrategicreportandthedirectors’reportforthefinancialyearforwhichthefinancial
statementsarepreparedisconsistentwiththefinancialstatements;and

• thestrategicreportandthedirectors’reporthavebeenpreparedinaccordancewithapplicablelegalrequirements.

MATTERSONWHICHWEAREREQUIREDTOREPORTBYEXCEPTION
InthelightoftheknowledgeandunderstandingoftheGroupandtheparentcompanyanditsenvironmentobtainedin
thecourseoftheaudit,wehavenotidentifiedmaterialmisstatementsinthestrategicreportorthedirectors’report.

WehavenothingtoreportinrespectofthefollowingmatterswheretheCompaniesAct2006requiresustoreporttoyou
if,inouropinion:

• adequateaccountingrecordshavenotbeenkeptbytheparentcompany,orreturnsadequateforouraudithavenot
beenreceivedfrombranchesnotvisitedbyus;or

• theparentcompanyfinancialstatementsarenotinagreementwiththeaccountingrecordsandreturns;or

• certaindisclosuresofdirectors’remunerationspecifiedbylawarenotmade;or

• wehavenotreceivedalltheinformationandexplanationswerequireforouraudit;or

• acorporategovernancestatementhasnotbeenpreparedbytheparentcompany.

CORPORATEGOVERNANCESTATEMENT
We have reviewed the directors’ statement in relation to going concern, longer-term viability and that part of the
CorporateGovernanceStatementrelatingtotheentity’scompliancewiththeprovisionsoftheUKCorporateGovernance
Code.

Basedontheworkundertakenaspartofouraudit,wehaveconcludedthateachof the followingelementsof the
CorporateGovernanceStatementismateriallyconsistentwiththefinancialstatementsandourknowledgeobtained
duringtheaudit:

• Directors’statementwithregardstheappropriatenessofadoptingthegoingconcernbasisofaccountingandany
materialuncertaintiesidentifiedsetoutonpage30;

• Directors’explanationastotheirassessmentoftheGroup’sprospects,theperiodthisassessmentcoversandwhy
theperiodisappropriatesetoutonpage30

• Director’sstatementonwhetherithasareasonableexpectationthatthegroupwillbeabletocontinueinoperation
andmeetsitsliabilitiessetoutonpage30
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• Directors’statementonfair,balancedandunderstandablesetoutonpage53;

• Board’sconfirmationthatithascarriedoutarobustassessmentoftheemergingandprincipalriskssetouton
page24;

• Sectionoftheannualreportthatdescribesthereviewofeffectivenessofriskmanagementandinternalcontrol
systemssetoutonpages37to38;and;

• Sectiondescribingtheworkoftheauditcommitteesetoutonpagepages39to41

RESPONSIBILITIESOFDIRECTORS
Asexplainedmorefullyinthedirectors’responsibilitiesstatementsetoutonpages52to53,thedirectorsareresponsible
forthepreparationofthefinancialstatementsandforbeingsatisfiedthattheygiveatrueandfairview,andforsuch
internalcontrolasthedirectorsdetermineisnecessarytoenablethepreparationoffinancialstatementsthatarefree
frommaterialmisstatement,whetherduetofraudorerror.

Inpreparingthefinancialstatements,thedirectorsareresponsibleforassessingtheGroup’sandtheparentcompany’s
abilitytocontinueasagoingconcern,disclosing,asapplicable,mattersrelatedtogoingconcernandusingthegoing
concernbasisofaccountingunlessthedirectorseitherintendtoliquidatetheGrouportheparentcompanyortocease
operations,orhavenorealisticalternativebuttodoso.

AUDITOR’SRESPONSIBILITIESFORTHEAUDITOFTHEFINANCIALSTATEMENTS
Ourobjectivesaretoobtainreasonableassuranceaboutwhetherthefinancialstatementsasawholearefreefrom
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonableassuranceisahighlevelofassurance,butisnotaguaranteethatanauditconductedinaccordancewith
ISAs(UK)willalwaysdetectamaterialmisstatementwhenitexists.Misstatementscanarisefromfraudorerrorand
areconsideredmaterialif,individuallyorinaggregate,theycouldreasonablybeexpectedtoinfluencetheeconomic
decisionsofuserstakenonthebasisofthesefinancialstatements.

A further description of our responsibilities is available on the FRC’s website at https://wwww.frc.org.uk/auditors/
auditor-assurance/auditor-s-responsibilities-for-the-audit-of-the-fi/description-of-the-auditor’s-responsibilities-for

Thisdescriptionformspartofourauditor’sreport.

EXPLANATIONASTOWHATEXTENTTHEAUDITWASCONSIDEREDCAPABLEOFDETECTING
IRREGULARITIES,INCLUDINGFRAUD
Irregularities,includingfraud,areinstancesofnon-compliancewithlawsandregulations.Wedesignproceduresinline
withourresponsibilities,outlinedabove,todetectmaterialmisstatementsinrespectofirregularities,includingfraud.
Theextenttowhichourproceduresarecapableofdetectingirregularities,includingfraudisdetailedbelow.

Theobjectivesofourauditinrespectoffraud,are;toidentifyandassesstherisksofmaterialmisstatementofthe
financial statements due to fraud; to obtain sufficient appropriate audit evidence regarding the assessed risks of
materialmisstatementduetofraud,throughdesigningandimplementingappropriateresponsestothoseassessed
risks;andtorespondappropriatelytoinstancesoffraudorsuspectedfraudidentifiedduringtheaudit.However,the
primaryresponsibilityforthepreventionanddetectionoffraudrestswithbothmanagementandthosechargedwith
governanceofthecompany.

Ourapproachwasasfollows:

• WeobtainedanunderstandingofthelegalandregulatoryrequirementsapplicabletotheGroupandconsidered
thatthemostsignificantaretheCompaniesAct2006,UKadoptedinternationalfinancialreportingstandards,the
ListingRules,theDisclosureandTransparencyRules,andtheUKRealEstateInvestmentTrust(“REIT”)regime.

• WeobtainedanunderstandingofhowtheGroupcomplieswiththeserequirementsbydiscussionswithmanagement
andthosechargedwithgovernance.

• We assessed the risk of material misstatement of the financial statements, including the risk of material
misstatementduetofraudandhowitmightoccur,byholdingdiscussionswithmanagementandthosecharged
withgovernance.

• Weinquiredofmanagementandthosechargedwithgovernanceastoanyknowninstancesofnon-complianceor
suspectednon-compliancewithlawsandregulations.
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• Based on this understanding, we designed specific appropriate audit procedures to identify instances of non-
compliancewithlawsandregulations.Thisincludedmakingenquiriesofmanagementandthosechargedwith
governanceandobtainingadditionalcorroborativeevidenceasrequired.

Thereareinherentlimitationsintheauditproceduresdescribedabove.Wearelesslikelytobecomeawareofinstances
ofnon-compliancewithlawsandregulationsthatarenotcloselyrelatedtoeventsandtransactionsreflectedinthe
financialstatements.Also,theriskofnotdetectingamaterialmisstatementduetofraudishigherthantheriskofnot
detectingoneresultingfromerror,asfraudmayinvolvedeliberateconcealmentby,forexample,forgeryorintentional
misrepresentations,orthroughcollusion.

OTHERMATTERSWHICHWEAREREQUIREDTOADDRESS
WewereappointedbytheDirectorson23June2021toauditthefinancialstatementsfortheperiodending30June
2021.Ourtotaluninterruptedperiodofengagementistwoyears,coveringtheaccountingperiodsending30June2021
and30June2022.

Thenon-auditservicesprohibitedbytheFRC’sEthicalStandardwerenotprovidedtotheGrouportheparentcompany
andweremainindependentoftheGroupandtheparentcompanyinconductingouraudit.

Ourauditopinionisconsistentwiththeadditionalreporttotheauditcommittee.

USEOFOURREPORT
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
CompaniesAct2006.Ourauditworkhasbeenundertakenfornopurposeotherthantodrawtotheattentionofthe
company’smembersthosematterswhichwearerequiredtoincludeinanauditor’sreportaddressedtothem.Tothe
fullestextentpermittedbylaw,wedonotacceptorassumeresponsibilitytoanypartyotherthanthecompanyand
company’smembersasabody,forourwork,forthisreport,orfortheopinionswehaveformed.

Jonathan Sutcliffe (Senior Statutory Auditor)
forandonbehalfofMooreKingstonSmithLLP,StatutoryAuditor 

28September2022

9AppoldStreet
London
EC2A2AP
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Notes
 2022 
£'000

 2021 
£'000

Income

Rentalandotherincome 3 7,901 7,409

Propertyoperatingexpense 4 (330) (647)

Net rental and other income 7,571 6,762 

Otheroperatingexpenses 4 (1,101) (876)

Operating profit before fair value changes and gain on sale 6,470 5,886

Changeinfairvalueofinvestmentproperties 10 8,023 682

Gainondisposalofinvestmentproperty 10 96 425

Operating profit 14,589 6,993

Financeexpenses 6 (1,423) (1,421)

Profit before tax 13,166 5,572

Taxation 7 – –

Profit and total comprehensive income attributable to 
shareholders

13,166 5,572

Earnings per share (basic and diluted) 8 16.36p 6.92p

EPRA EPS (basic and diluted) 8 6.27p 5.55p

Adjusted EPS (basic and diluted) 8 5.57p 5.07p

Allitemsintheabovestatementarederivedfromcontinuingoperations.

Theaccompanyingnotes1to21formpartoftheseConsolidatedFinancialStatements.

Financial Statements
ConsolidatedStatementofComprehensiveIncome
TiTLE CONT. =  
YEAREND=Fortheyearended30June2022
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Notes
 2022  
£’000

 2021 
£’000

Assets

Non-current Assets

Investmentproperties 10 115,124 107,026

115,124 107,026

Current Assets

Receivablesandprepayments 11 4,034 3,682

Cashandcashequivalents 2,542 2,115

6,576 5,797

Total Assets 121,700 112,823

Non-current Liabilities

Interestbearingloansandborrowings 13 (40,620) (40,516)

Leaseobligations 14 (299) (335)

(40,919) (40,851)

Current Liabilities

Payablesandaccruedexpenses 12 (3,146) (3,041)

Leaseobligations 14 (36) (38)

(3,182) (3,079)

Total Liabilities (44,101) (43,930)

Net Assets 77,599 68,893

Equity

Sharecapital 17 805 805

Capitalreserve 75,417 75,417

Retainedearnings 1,377 (7,329)

Total equity 77,599 68,893

Net Asset Value per share (basic and diluted) 8 96.40p 85.58p

Theaccompanyingnotes1to21formpartoftheseConsolidatedFinancialStatements.

TheConsolidatedFinancialStatementswereapprovedbytheBoardofDirectorson28September2022andweresignedonitsbehalf
by:

ALAN SIPPETTS 
CHAIRMAN

Companynumber:10727886

ConsolidatedStatementofFinancialPosition
TiTLE CONT. =  
YEAREND=Asat30June2022
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Notes

Share
capital

£’000

Capital
Reserve*

£’000

Retained
Earnings*

£’000

Total
Equity
£’000

For the year ended 30 June 2022
Balance as at 30 June 2021 805 75,417 (7,329) 68,893

Totalcomprehensiveincome – – 13,166 13,166

Dividendspaid 9 – – (4,460) (4,460)

Balance as at 30 June 2022 805 75,417 1,377 77,599

For the year ended 30 June 2021
Balance as at 30 June 2020  805 75,417 (8,936) 67,286

Totalcomprehensiveincome – – 5,572 5,572

Dividendspaid 9 – – (3,965) (3,965)

Balance as at 30 June 2021  805 75,417 (7,329) 68,893

*Capitalreserveandretainedearningswerepresentedcombinedinprioryears.

Theaccompanyingnotes1to21formpartoftheseConsolidatedFinancialStatements.

Consolidatedstatementofchangesinequity
TITLECONT.=
YEAREND=Fortheyearended30June2022
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Notes
 2022 
£’000

 2021
£’000

Cash flows from operating activities

Profitbeforetax 13,166 5,572

Adjustments for:

Financeexpenses 6 1,423 1,421

Gainondisposalofinvestmentproperty 10 (96) (425)

Changeinfairvalueofinvestmentproperties 10 (8,023) (682)

Operating results before working capital changes 6,470 5,886

Changes in working capital

(Increase)/decreaseinreceivablesandprepayments (352) 1,735

Increaseinpayablesandaccruedexpenses 100 429

Net cash flow generated from operating activities 6,218 8,050

Cash flows from investing activities

Purchaseofinvestmentproperty 10 (5,375) (6,070)

Netproceedsfromdisposalofinvestmentproperty 10 5,396 3,159

Net cash generated from / (used in) investing activities 21 (2,911)

Cash flows from financing activities

Financecostspaid (1,319) (1,322)

Dividendspaid 9 (4,455) (3,949)

Paymentofleaseobligation (38) (41)

Net cash used in financing activities (5,812) (5,312)

Netincrease/(decrease)incashandcashequivalents 427 (173)

Cash and cash equivalents at beginning of year 2,115 2,288

Cash and cash equivalents at end of year 2,542 2,115

Theaccompanyingnotes1to21formpartoftheseConsolidatedFinancialStatements.

ConsolidatedStatementofCashFlows
TITLECONT.=
YEAREND=Fortheyearended30June2022
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1. CORPORATE INFORMATION

AlternativeIncomeREITplc(the“Company”)isapubliclimitedcompanyandaclosed-endRealEstateInvestmentTrust(‘REIT’)
incorporatedon18April2017anddomiciledintheUKandregisteredinEnglandandWales.TheregisteredofficeoftheCompanyis
1KingWilliamStreet,London,UnitedKingdom,EC4N7AF.

TheCompany’sOrdinaryShareswerelistedontheOfficialListoftheFCAandadmittedtotradingontheMainMarketoftheLondon
StockExchangeon6June2017.

ThenatureoftheGroup’soperationsanditsprincipalactivitiesaresetoutintheStrategicReportonpages3to31.

2. ACCOUNTING POLICIES

2.1 Basis of preparation

TheseConsolidatedfinancialstatements(the“financialstatements”)arepreparedandapprovedbytheDirectorsinaccordancewith
internationalaccountingstandardsinconformitywiththerequirementsoftheCompaniesAct2006andinaccordancewithUK-
adoptedinternationalaccountingstandards.

Thesefinancialstatementshavebeenpreparedunderthehistorical-costconvention,exceptforinvestmentpropertiesthathavebeen
measuredatfairvalue.

ThefinancialstatementsarepresentedinSterlingandallvaluesareroundedtothenearestthousandpounds(£’000),exceptwhere
otherwiseindicated.

Basis of consolidation

ThefinancialstatementsincorporatethefinancialstatementsoftheCompanyanditssubsidiaries(the‘Group’).

Subsidiaries are the entities controlled by the Company, being Alternative Income Limited and Alternative Income REIT Holdco
Limited.

New standards, amendments and interpretations, and forthcoming requirements

Standardseffectivefrom1July2021

NewstandardsimpactingtheGroupthathavebeenadoptedforthefirsttimeinthissetofConsolidatedFinancialStatementsare:

• InterestRateBenchmarkReform–IBOR‘phase2’(AmendmentstoIFRS9,IAS39,IFRS7,IFRS4andIFRS16)

TheamendmentsproviderelieftotheGroupinrespectofcertainloanswhosecontractualtermsareaffectedbyinterestbenchmark
reform(effectivefrom1January2021).Applyingthepracticalexpedientintroducedbytheamendments,whenthebenchmarksare
replacedtheadjustmentstothecontractualcashflowswillbereflectedasanadjustmenttotheeffectiveinterestrate.Therefore,the
replacementofthebenchmarkinterestratedoesnotresultinanimmediategainorlossrecordedinprofitorloss.

Forthcomingrequirements

Thefollowingarenewstandards,interpretationsandamendments,whicharenotyeteffective,andhavenotbeenearlyadoptedin
thisfinancialinformation,thatwillormayhaveaneffectontheGroup’sfuturefinancialstatements:

• AmendmentstoIAS1whichclarifiesthecriteriausedtodeterminewhetherliabilitiesareclassifiedascurrentornon-current
(effective1January2023).Theseamendmentsclarifythatcurrentornon-currentclassificationisbasedonwhetheranentity
hasarightattheendofthereportingperiodtodefersettlementoftheliabilityforatleast12monthsafterthereportingperiod.
TheamendmentisnotexpectedtohaveanimpactonthepresentationorclassificationoftheliabilitiesintheGroupbasedon
rightsthatareinexistenceattheendofthereportingperiod.

TheGrouphasalsoappliedthefollowingamendmentsforthefirsttimefortheirannualreportingperiodcommencing1July2021:

• Onerouscontracts–CostofFulfillingaContract(AmendmentstoIAS37)(effective1January2022);

• AnnualImprovementstoIFRSStandards2018–2020(effective1January2022);

• Property,PlantandEquipment:Proceedsbeforeintendeduse(AmendmentstoIAS16)(effective1January2022);

• ReferencetotheConceptualFramework(AmendmentstoIFRS3)(effective1January2022).

Theamendmentslistedabovedidnothaveanyimpactontheamountsrecognisedinpriorperiodsandarenotexpectedtosignificantly
affectthecurrentorfutureperiods.

NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTS
TITLECONT.=
YEAREND=Fortheyearended30June2022
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NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTS
TITLECONT.=Continued
YEAREND=Fortheyearended30June2022

Certainnewaccountingstandardsandinterpretationshavebeenpublishedthatarenotmandatoryforannualperiodsbeginning
after1July2021andearlyapplicationispermitted;howevertheGrouphasnotearlyadoptedtheneworamendedstandardsin
preparingtheseConsolidatedFinancialStatements:

• DeferredTaxrelatedtoAssetsandLiabilitiesarisingfromaSingleTransaction(AmendmentstoIAS12)(effective1January
2023);

• ClassificationofLiabilitiesasCurrentorNon-current(AmendmentstoIAS1)(effective1January2023);

• IFRS17InsuranceContractsandamendmentstoIFRS17InsuranceContracts(effective1January2023);

• DisclosureofAccountingPolicies(AmendmentstoIAS1andIFRSPracticeStatement2)(effective1January2023);

• DefinitionofAccountingEstimates(AmendmentstoIAS8)(effective1January2023);

• SaleorContributionofAssetsbetweenanInvestoranditsAssociateorJointVenture(AmendmentstoIFRS10andIAS28)
(effectivedatedeferredindefinitely).

2.2 Significant accounting judgements and estimates

IntheapplicationoftheGroup’saccountingpoliciestheDirectorsarerequiredtomakejudgements,estimatesandassumptionsthat
affectthereportedamountsrecognisedintheConsolidatedFinancialStatements.However,uncertaintyabouttheseassumptions
andestimatescouldresult inoutcomesthatrequireamaterialadjustmenttothecarryingamountoftheassetorliability inthe
future.Theestimatesandassociatedassumptions thathaveasignificant riskofcausingamaterialadjustment to thecarrying
amountsofassetsandliabilitieswithinthenextfinancialyearareoutlinedbelow:

Valuationofinvestmentproperties

Thefairvalueofinvestmentpropertiesaredeterminedbyexternalpropertyvaluationexpertstobetheestimatedamountforwhich
apropertyshouldexchangeonthedateofthevaluationinanarm’slengthtransaction.TheGroup’spropertieshavebeenvaluedon
anindividualbasis.Thevaluationexpertsuserecognisedvaluationtechniques,applyingtheprinciplesofbothIAS40andIFRS13.

ThevaluationshavebeenpreparedinaccordancewiththeRoyalInstitutionofCharteredSurveyors(‘RICS’)Valuation.Factorsinclude
currentmarketconditions,annualrentals,thecontractualtermsoftheleasesandtheirlengthsandlocation.Thesignificantmethods
andassumptionsusedbyvaluersinestimatingthefairvalueofinvestmentpropertyaresetoutinnote10.

Provisionforexpectedcreditlosses(‘ECL’)oftradereceivables

RentcollectionratessincethestartoftheFundareintheregionof100%.Asaresult,theGroupdoesnothavethedatatoestablish
historicallossratesfortheexpectedcreditlossanalysis.

Indeterminingtheprovisiononatenantbytenantbasis,theGroupconsidersbothrecentpaymenthistoryandfutureexpectationsof
thetenant’sabilitytopayorpossibledefaultinordertorecogniseanexpectedcreditlossallowance.TheGroupalsoconsidersthe
riskfactorsassociatedbysectorinwhichthetenantoperatesandthenatureofthedebt.Basedonsectorandrentreceivabletypea
provisionisprovidedinadditiontofullprovisionformaximumrisktenantsorknownissues.

Principalversusagentconsiderations–servicestotenants

TheGrouparrangesforcertainservicestobeprovidedtotenants.ThesearrangementsareincludedinthecontracttheGroupenters
intoasalessor.TheGrouphasdeterminedthatitcontrolstheservicesbeforetheyaretransferredtotenants,becauseithasthe
abilitytodirecttheuseoftheseservicesandobtainthebenefitsfromthem.TheGrouphasdeterminedthatitisprimarilyresponsible
forfulfillingtheseservicesasitdirectlydealswithtenants’complaintsandisprimarilyresponsibleforthequalityorsustainabilityof
theservices.Inaddition,theGrouphasdiscretioninestablishingthepricethatitchargestothetenantsforthespecifiedservices.

Therefore,theGrouphasconcludedthatitistheprincipalinthesecontracts.Inaddition,theGrouphasconcludedthatittransfers
controloftheseservicesovertime,asservicesarerenderedbythethird-partyserviceproviders,becausethisiswhentenantsreceive
and,atthesametime,consumethebenefitsfromtheseservices.

REITstatus

TheGroupisaRealEstateInvestmentTrust(REIT)anddoesnotpaytaxonitspropertyincomeorgainsonpropertysales,provided
thatatleast90%oftheGroup’spropertyincomeisdistributedasadividendtoshareholders,whichbecomestaxableintheirhands.
Inaddition,theGrouphastomeetcertainconditionssuchasensuringthepropertyrentalbusinessrepresentsmorethan75%of
totalprofitsandassets.AnypotentialorproposedchangestotheREITlegislationaremonitoredanddiscussedwithHMRC.Itisthe
Board’sintentionthattheGroupwillcontinueasaREITfortheforeseeablefuture.
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Classificationofleasearrangements–theGroupaslessor(Note14)

TheGrouphasacquiredinvestmentpropertiesthatareleasedtotenants.Inconsideringtheclassificationofleasearrangements,at
inceptionofeachleasetheGroupconsiderstheeconomiclifeoftheassetcomparedwiththeleasetermandthepresentvalueofthe
minimumleasepaymentsandanyresidualvaluecomparedwiththefairvalueandassociatedcostsofacquiringtheassetaswellas
qualitative factors as indicators that may assert to the risks and rewards of ownership having been substantially retained or
transferred.TheGrouphasdeterminedthatitretainsallthesignificantrisksandrewardsofownershipofitsinvestmentproperty
andaccountsfortheleasearrangementsasoperatingleases.

2.3 Segmental information

EachpropertyheldbytheGroupisreportedtothechiefoperatingdecisionmaker. InthecaseoftheGroup,thechiefoperating
decisionmakerisconsideredtobetheBoardofDirectors.Thereviewprocessforsegmentalinformationincludesthemonitoringof
keyperformanceindicatorsapplicableacrossallproperties.ThesekeyperformanceindicatorsincludeNetAssetValue,Earningsper
Shareandvaluationofproperties.Allassetcostandrentalallocationsarealsoreportedbyproperty.Theinternalfinancialreports
receivedbytheDirectorscovertheGroupandallitspropertiesanddonotdifferfromamountsreportedinthefinancialstatements.
TheDirectorshaveconsideredthateachpropertyhassimilareconomiccharacteristicsandhavethereforeaggregatedtheportfolio
intoonereportablesegmentundertheprovisionsofIFRS8.

2.4 Going concern

TheConsolidatedFinancialStatementshavebeenpreparedonagoingconcernbasis.

TheGroup’sbusinessactivities,togetherwiththefactorslikelytoaffectitsfuturedevelopment,performanceandpositionaresetout
in the Strategic Report. The robust financial position of the Group, its cash flows, liquidity position and borrowing facilities are
describedinthefinancialstatementsandtheaccompanyingnotes.ThefinancialstatementsalsoincludetheGroup’sobjectives,
policiesandprocessesformanagingitscapital;itsfinancialriskmanagementobjective;anditsexposurestomarketpricerisk,real
estaterisk,creditriskandliquidityrisk.

The Investment Adviser on behalf of the Board has projected the Group’s cash flows for the period up to 30 September 2023,
challenging and sensitising inputs and assumptions to ensure that the cash forecast reflects a realistic outcome given the
uncertaintiesassociatedwiththecurrenteconomicenvironment.Thescenariosappliedweredesignedtobeseverebutplausible,
andtotakeaccountoftheavailabilityofmitigatingactionsthatcouldbetakentoavoidorreducetheimpactorprobabilityofthe
underlyingrisks.

TheGroup’sdebtof£41mdoesnotmatureuntil2025andtheGrouphasreportedfullcompliancewithitsloancovenantstodate.
Basedoncashflowprojections,theDirectorsexpecttheGrouptocontinuetoremaincompliant.Theheadroomoftheloantovalue
covenantissignificantandanyreductioninpropertyvaluesthatwouldcauseabreachwouldbesignificantlymorethananyreduction
currentlyenvisaged.

Basedontheabove,theBoardbelievesthattheGrouphastheabilityandadequateresourcestocontinueinoperationalexistencefor
theforeseeablefuture,beingatleast12monthsfromthedateofapprovalofthefinancialstatements.

AttheCompany’supcomingAGMon10November2022,aresolutionwillbeputtoshareholdersinaccordancewithitsArticlesof
Association,toconsiderwhetheritshouldcontinueitsbusinessaspresentlyconstituted(“ContinuationResolution”).Intheevent
thattheContinuationResolutiondidnotpass,theCompanywouldberequiredtoformulateproposalstoreorganise,restructureor
windup.TheCompanyhasprovidedjustificationstoshareholdersforwhyitshouldcontinueinoperationaspresentlyconstituted
and theBoardhas recommended that shareholders vote in favourof this resolution.Having takingaccountof the viewsof the
Company’sbrokerandmajorshareholders,theBoardhasnoreasontobelievethatthecontinuationvotewillnotpass.

2.5 Summary of significant accounting policies

TheprincipalaccountingpoliciesappliedinthepreparationoftheseConsolidatedFinancialStatementsaresetoutbelow.

a) Functional and presentation currency

TheseConsolidatedFinancialStatementsarepresentedinSterling,whichisthefunctionalandpresentationalcurrencyoftheGroup
anditssubsidiaryundertakings.ThefunctionalcurrencyoftheGroupanditssubsidiariesisprincipallydeterminedbytheprimary
economicenvironmentinwhichitoperates.TheGroupdidnotenterintoanytransactionsinforeigncurrenciesduringtheperiod.
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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,areaccountedforeitherasaseparateleaseornotaseparate
lease.

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.

(iv)Dilapidationandleasesurrenderpremium

AmountsreceivedfromtenantstoterminateleasesortocompensatefordilapidationsarerecognisedintheConsolidatedStatement
ofComprehensiveincomewhentherighttoreceivethemarises.

c) Financing income and expenses

Financingincomecomprisesinterestreceivableonfundsinvested.Financingexpensescompriseinterestandothercostsincurred
inconnectionwiththeborrowingoffunds.Interestincomeandinterestpayablearerecognisedinprofitorlossastheyaccrue,using
theeffectiveinterestmethodwhichissignificantlythesameasthecontractedinterest.

d) Investment property

Propertyisclassifiedasinvestmentpropertywhenitisheldtoearnrentalsorforcapitalappreciationorboth.Investmentproperty
ismeasuredinitiallyatcostincludingtransactioncosts.Transactioncostsincludetransfertaxesandprofessionalfeestobringthe
propertytotheconditionnecessaryforittobecapableofoperating.Thecarryingamountalsoincludesthecostofreplacingpartof
anexistinginvestmentpropertyatthetimethatcostisincurredifthereplacementofthatpartwillprolongorimprovethelifeofthe
asset.

Subsequenttoinitialrecognition,investmentpropertyisstatedatfairvalue.Gainsorlossesarisingfromchangesinthefairvalues
areincludedinprofitorloss.

Investment properties are valued by the external valuer. Any valuation of investment properties by the external valuer must be
undertakeninaccordancewiththecurrentissueofRICSValuation–ProfessionalStandards(the‘RedBook’).

Thedeterminationofthefairvalueofinvestmentpropertyrequirestheuseofestimatessuchasfuturecashflowsfromassets(such
aslettings,tenants’profiles,futurerevenuestreams,capitalvaluesoffixturesandfittings,plantandmachinery,anyenvironmental
mattersandtheoverallrepairandconditionoftheproperty)andyieldapplicabletothosecashflows.
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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
recognisedbasedontheprocessedasdescribedinnote2.2.Anyadjustmentisrecognisedinprofitorlossasanimpairmentgainor
loss.

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

Thecostsofissuingorreacquiringequityinstruments(otherthaninabusinesscombination)areaccountedforasadeductionfrom
equity.

l) Lease obligations

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



69ANNUAL REPORT & ACCOUNTS 2022

FINANCIALSTATEMENTS

NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTSCONTiNUED
Fortheyearended30June2022

m) Taxes

Corporationtaxisrecognisedinprofitorlossexcepttotheextentthatitrelatestoitemsrecogniseddirectlyinequity,inwhichcase
itisrecognisedinequity.

AsaREIT,theGroupisexemptfromcorporationtaxontheprofitsandgainsfromitsinvestments,provideditcontinuestomeet
certainconditionsasperREITregulations.

TaxationontheprofitorlossfortheperiodnotexemptunderUKREITregulationscomprisescurrentanddeferredtax.Currenttax
isexpectedtaxpayableonanynon-REITtaxableincomefortheyear,usingtaxratesapplicableintheyear.

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

n) Non-current assets held for sale

Non-currentassetsareclassifiedasassetsheldforsalewhentheircarryingamountistoberecoveredprincipallythroughasale
transactionandasaleisconsideredhighlyprobable.Investmentpropertiesclassifiedassucharemeasuredatfairvalue.

o) European Public Real Estate Association

TheGrouphasadoptedtheEuropeanPublicRealEstateAssociation(‘EPRA’)bestpracticerecommendations,whichitexpectsto
broadentherangeofpotentialinstitutionalinvestorsabletoinvestintheCompany’sOrdinaryShares.Fortheyearended30June
2022,auditedEPSandNAVcalculationsunderEPRA’smethodologyare included innote8and furtherunauditedmeasuresare
includedonpage87.

p) Capital and reserves

Share capital

SharecapitalisthenominalamountoftheCompany’sordinarysharesinissue,andisnon-distributable.

Capital reserve

Thecapitalreserveisadistributablereserveandrepresentsthecancelledsharepremiumlessdividendspaidfromthisreserve.

Retained earnings

RetainedearningsrepresenttheprofitsoftheGrouplessdividendspaidfromrevenueprofitstodate.

2.6 Fair value measurement

TheGroupmeasuresfinancialandnon-financialassetssuchasinvestmentpropertiesatfairvalueateachreportingdate.

AnumberoftheGroup’saccountingpoliciesanddisclosuresrequirethedeterminationof fairvalue, forbothfinancialandnon-
financialassetsandliabilities.FairvalueisdefinedinIFRS13FairValueMeasurementasthepricethatwouldbereceivedtosellan
assetorpaidtotransferaliabilityinanorderlytransactionbetweenmarketparticipantsatthemeasurementdate.Fairvalueshave
been determined for measurement and/or disclosure purposes based on methods described below. Where applicable, further
informationabouttheassumptionsmadeindeterminingfairvaluesisdisclosedinthenotesspecifictothatassetorliability.

TheGroupusesvaluationtechniquesthatareappropriateinthecircumstancesandforwhichsufficientdataareavailabletomeasure
fairvalue,maximisingtheuseofrelevantobservableinputsandminimisingtheuseofunobservableinputssignificanttofairvalue
measurementasawhole:

Fair value hierarchy:

Level1:Quotedprices(unadjusted)inactivemarketsforidenticalassetsorliabilities.

Level2:InputsotherthanquotedpricesincludedwithinLevel1thatareobservablefortheassetorliability,eitherdirectly(i.e.as
prices)orindirectly(i.e.derivedfromprices).

Level3:Inputsfortheassetorliabilitythatarenotbasedonobservablemarketdata(unobservableinputs).

Forassetsandliabilitiesthatarerecognisedinthefinancialstatementsatfairvalueonarecurringbasis,theGroupdetermines
whethertransfershaveoccurredbetweenlevelsinthehierarchybyre-assessingcategorisation(basedonthelowestlevelinputthat
issignificanttothefairvaluemeasurementasawhole)attheendofeachreportingperiod.

Therewerenotransfersbetweenanyofthelevelsduringtheyear.
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Investment property

The valuation of investment property by valuers engaged by the Group who are independently appointed and have the relevant
professionalqualificationsandwithrecentexperienceinthelocationandcategoryoftheinvestmentpropertybeingvalued.Further
informationinrelationtothevaluersisprovidedinnote10.

Propertyvaluationsareinherentlysubjectiveastheyaremadeonthebasisofassumptionsmadebythevaluerwhichmaynotprove
tobeaccurate.Forthesereasons,andconsistentwithEPRA’sguidance,wehaveclassifiedthevaluationsofourpropertyportfolioas
Level3asdefinedbyIFRS13.Theinputstothevaluationsaredefinedas‘unobservable’byIFRS13andtheseareanalysedinnote
10.

3. RENTAL AND OTHER INCOME

 2022 
£’000

 2021
£’000

Grossrentalincome 7,036 6,724

Spreadingofminimumcontractedfuturerent-indexation 541 571

Spreadingoftenantincentives-rentfreeperiods (73) (85)

Otherpropertyincome 1 –

Gross rental income (adjusted) 7,505 7,210

Servicechargesanddirectrecharges(seenote4) 396 199

Total rental and other income 7,901 7,409

Allrental,servicecharges,directrechargesandotherincomearederivedfromtheUnitedKingdom.

4. OPERATING EXPENSES

 2022 
£’000

 2021
£’000

Propertyoperatingexpenses 136 448

Servicechargesanddirectrecharges(seenote3) 396 199

Reversalofprovisionforimpairmentoftradereceivables (202) –

Property operating expenses 330 647

Investmentadviserfee 368 269

Auditor’sremuneration 63 77

Operatingcosts* 588 442

Directors'remuneration(note5) 82 88

Other operating expenses 1,101 876

Total operating expenses 1,431 1,523

Total operating expenses (excluding service charges and direct recharges) 1,035 1,324

*Includedintheoperatingcostsis£1,250offeespaidtoStephanieEastmentforduediligenceincurredinadvanceofherappointmentasaDirector.

Audit  2022 
£’000

 2021
£’000

StatutoryauditofAnnualReportandAccounts 53 67

StatutoryauditofSubsidiaryAccounts 10 10

Total fees due to auditor 63 77

MooreKingstonSmithLLPhasnotprovidedanynon-auditservicestotheGroup.
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5. DIRECTORS’ REMUNERATION

 2022
£’000

 2021 
£’000

Directors'fees 75 78

Taxandsocialsecurity 7 10

Total fees 82 88

AsummaryoftheDirector’sremunerationissetoutintheDirectors’RemunerationReportonpages45to47.

TheGrouphadnoemployeesduringtheyear.

6. FINANCE EXPENSES

 2022
£’000

 2021 
£’000

Interestpayableonloan 1,307 1,307

Amortisationoffinancecosts(note13) 104 99

Otherfinancecosts 12 15

Total 1,423 1,421

7. TAXATION 

 2022
£’000

 2021 
£’000

Tax charge comprises:

Analysis of tax charge in the year

Profitbeforetax  13,166 5,572

TheoreticaltaxchargeatUKcorporationtaxstandardrateof19.00%(2021:19.00%) 2,502 1,059

EffectsoftaxexemptitemsundertheREITregime (2,502) (1,059)

Total – –

TheGroupmaintaineditsREITstatusandassuch,nodeferredtaxassetorliabilityhasbeenrecognisedinthecurrentyear.

Factors that may affect future tax charges

DuetotheGroup’sstatusasaREITandtheintentiontocontinuemeetingtheconditionsrequiredtoretainapprovalasaREITinthe
foreseeablefuture,theGrouphasnotprovideddeferredtaxonanycapitalgainsorlossesarisingontherevaluationordisposalof
investments.
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8. EARNINGS PER SHARE (EPS) AND NET ASSET VALUE (NAV) PER SHARE

 2022
£’000

 2021
£’000 

Earnings per share:

Totalcomprehensiveincome(£’000) 13,166 5,572

Weightedaveragenumberofshares(number) 80,500,000 80,500,000

Earnings per share (basic and diluted) 16.36p 6.92p

EPRA EPS (£’000):

Totalcomprehensiveincome 13,166 5,572

Adjustmenttototalcomprehensiveincome:

 Changeinfairvalueofinvestmentproperties (8,023) (682)

 Gainondisposalofinvestmentproperty (96) (425)

EPRA earnings (basic and diluted) (£’000) 5,047 4,465

EPRA EPS (basic and diluted) 6.27p 5.55p

Adjusted EPS:

EPRAearnings(basicanddiluted)(£’000)–asabove 5,047 4,465

Adjustments(£’000):

Rentalincomerecognisedinrespectofguaranteedfixedrentaluplifts–Note3 (541) (571)

Rentalincomerecognisedinrespectofrentfreeperiods–Note3 73 85

Amortisationofloanarrangementfee–Note6 104 99

Write-offofrent 4 –

Reversalofprovisionforimpairmentoftradereceivables (202) –

Adjustedearnings(basicanddiluted)(£’000) 4,485 4,078

Adjusted EPS (basic and diluted)* 5.57p 5.07p

*AdjustedEPSisameasureusedbytheBoardtoassesstheleveloftheGroup’sdividendpayments.ThismetricadjustsEPRAearningsfornon-cash
itemsinarrivingatanadjustedEPSassupportedbycashflows.

Earningspersharearecalculatedbydividingprofit/(loss)fortheyearattributabletoordinaryequityholdersoftheCompanybythe
weightedaveragenumberofOrdinarySharesinissueduringtheyear.

 2022
£’000

 2021
£’000 

NAV per share:

Netassets(£'000) 77,599 68,893

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

NAV per share 96.40p 85.58p
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EPRA Net Reinvestment Value (NRV), EPRA Net Tangible Assets (NTA) and EPRA Net Disposal Value (NDV)

EPRA NRV
£’000

EPRA NTA and
EPRA NDV

£’000

At 30 June 2022

Netassetsvalue(£’000) 77,599 77,599

Purchasers’cost(£’000) 7,664 –

Breakcostonbankborrowings(£’000) (486) (486)

84,777 77,113

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

Per share measure 105.31p 95.79p

At 30 June 2021

Netassetsvalue(£'000) 68,893 68,893

Purchasers'cost(£'000) 7,100 –

Breakcostonbankborrowings(£’000) (3,467) (3,467)

72,526 65,426

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

Per share measure 90.09p 81.27p

9. DIVIDENDS PAID

Quarter Ended Rate
 2022
£’000

 2021
£’000

Dividendsinrespectofyearended30June2020

4thdividend 30-Jun-20 1.425p – 1,147

Dividendsinrespectofyearended30June2021

1stdividend 30-Sep-20 1.250p – 1,006

2nddividend 31-Dec-20 1.000p – 805

3rddividend 31-Mar-21 1.250p – 1,007

4thdividend 30-Jun-21 1.640p 1,320 –

Dividendsinrespectofyearended30June2022

1stdividend 30-Sep-21 1.300p 1,047 –

2nddividend 31-Dec-21 1.300p 1,046 –

3rddividend 31-Mar-22 1.300p 1,047 –

Total dividends paid 4,460 3,965

4thdividend 30-Jun-20 1.425p – (1,147)

4thdividend 30-Jun-21 1.640p (1,320) 1,320

4thdividend 30-Jun-22 1.600p 1,288

Total dividends payable in respect of the year 4,428 4,138

Total dividends payable in respect of the year 5.50p 5.14p

*Dividendsdeclaredaftertheyearendarenotincludedinthefinancialstatementsasaliability.
**DividendspaidperConsolidatedStatementofCashFlowsamountto£4,455,000(2021:3,949,000),thedifferencebetweentheamountdisclosedabove
isduetowithholdingtax.
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10. INVESTMENT PROPERTIES

2022 2021

Freehold 
Investment 
properties 

£’000

Leasehold 
Investment 
properties 

£’000
 Total 
£’000

Total 
£’000

Atthebeginningoftheyear 75,772 33,458 109,230 101,910

Acquisitionduringtheyear 5,375 – 5,375 6,070

Disposalduringtheyear (5,300) – (5,300) –

Changeinvalueofinvestmentproperties 5,133 3,467 8,600 1,250

Valuation provided by Knight Frank LLP 80,980 36,925 117,905 109,230

Adjustmenttofairvalueforminimumrentindexationofleaseincome(note11) (3,177) (2,709)

Adjustmentforleaseobligations 396 505

Total investment properties 115,124 107,026

Change in fair value of investment properties

Changeinfairvaluebeforeadjustmentsforleaseincentivesandleaseobligations 8,600 1,250

Movementinleaseobligations (109) 34

Adjustmenttospreadingofcontractedfuturerentindexationandtenantincentives (468) (602)

8,023 682

During theyear, theGroupacquired thepropertyknownasVolvo,Slough (2021:DroitwichSpaRetailPark)anddisposedof the
investmentpropertyknownasAudi,Huddersfield(2021:WetnWild,RoyalQuays,NorthShields).

ThetablebelowshowsareconciliationofthegainrecognisedondisposalthroughtheConsolidatedStatementofComprehensive
Incomeandtherealisedgainondisposalintheyearwhichincludeschangesinfairvalueoftheinvestmentpropertyandminimum
rentindexationspreadingrecognisedinpreviousperiods.

 2022
£’000

 2021 
£’000

Grossproceedsondisposal 5,500 3,204

Sellingcosts (104) (45)

Netproceedsondisposal 5,396 3,159

Carryingvalue (5,300) (2,734)

Gain on disposal of investment property 96 425

Valuation of investment properties

ValuationofinvestmentpropertiesisperformedbyKnightFrankLLP,anaccreditedexternalvaluerwithrecognisedandrelevant
professionalqualificationsandrecentexperienceofthelocationandcategoryoftheinvestmentpropertybeingvalued.Thevaluation
oftheGroup’sinvestmentpropertiesatfairvalueisdeterminedbytheexternalvalueronthebasisofmarketvalueinaccordancewith
theinternationallyacceptedRICSValuation–ProfessionalStandards(incorporatingtheInternationalValuationStandards).

Thedeterminationofthefairvalueofinvestmentpropertiesrequirestheuseofestimatessuchasfuturecashflowsfromassets
(such as lettings, tenants’ profiles, future revenue streams, capital values of fixtures and fittings, plant and machinery, any
environmentalmattersandtheoverallrepairandconditionoftheproperty)andyieldapplicabletothosecashflows.
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Sensitivity analysis to significant changes in unobservable inputs within Level 3 of the fair value hierarchy

ThesignificantunobservableinputsusedinthefairvaluemeasurementcategorisedwithinLevel3ofthefairvaluehierarchyofthe
Group’sportfoliosofinvestmentpropertiesare:

1)EstimatedRentalValue(‘ERV’)

2)Equivalentyield

Increases/(decreases)intheERV(persqftperannum)inisolationwouldresultinahigher/(lower)fairvaluemeasurement.Increases/
(decreases)intheyieldinisolationwouldresultinalower/(higher)fairvaluemeasurement.

Thesignificantunobservableinputsusedinthefairvaluemeasurement,categorisedwithinLevel3ofthefairvaluehierarchyofthe
portfolioofinvestmentpropertyandinvestmentsare:

Class
Fair value 

£’000
Valuation  
technique

 Significant 
unobservable  

inputs Range

30 June 2022

Investmentproperties* 117,905
Income

capitalsation
ERV

Equivalentyield
£4.00-£21.96

4.87%-8.70%**

30 June 2021

Investmentproperties* 109,230
Income

capitalisation
ERV

Equivalentyield
£3.86-£21.96

5.17%-8.46%**

*ValuationperKnightFrankLLP
**Hotels,nurseries,petrolstations,studentaccommodation&healthcareareexcludedfromthisrange

Theestimatedfairvaluewouldincreaseiftheequivalentyielddecreasestolowerendoftherange,seesensitivityanalysisbelow.

2022

Change in ERV  Change in equivalent yield

£’000 £’000 £’000 £’000

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

Resultingfairvalueofinvestmentproperties 121,583 114,850 111,837 126,023

2021

Change in ERV  Change in equivalent yield

£’000 £’000 £’000 £’000

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

Resultingfairvalueofinvestmentproperties 112,222 107,104 103,375 116,769
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11. RECEIVABLES AND PREPAYMENTS
2022 

£’000
2021

£’000

Receivables

Rentdebtor 284 602

Less:Provisionforimpairmentoftradereceivables (11) (213)

Otherdebtors 244 307

517 696

Spreadingofminimumcontractedfuturerentindexation 2,709 2,167

Spreadingoftenantincentives-rentfreeperiods 468 542

Tenantdepositasset(note12) 118 –

Otherprepayments 222 277

4,034 3,682

Theageddebtoranalysisofreceivableswhicharepastduebutnotimpairedisasfollows:

2022
£’000

2021
£’000

Lessthanthreemonthsdue 515 667

Betweenthreeandsixmonthsdue 2 29

Betweensixandtwelvemonthsdue – –

517 696

12. PAYABLES AND ACCRUED EXPENSES

2022
£’000

2021
£’000

Deferredincome 1,501 1,445

Tradecreditors 51 59

Accruals 576 603

Tenantdepositliability(note11) 118 –

Bankinterestpayable 258 258

Othercreditors 642 676

3,146 3,041

13. INTEREST BEARING LOANS AND BORROWINGS

2022
£’000

2021
£’000

Facility drawn 41,000 41,000

Unamortisedfinancecostsbroughtforward (484) (583)

Amortisationoffinancecosts 104 99

At end of year 40,620 40,516

Repayablebetween1and2years – –

Repayablebetween2and5years 41,000 41,000

Repayableinover5years – –

Total at end of the year 41,000 41,000
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At30June2022,theGrouphadutilisedallofits£41millionfixedinterestloanfacilitywithCanadaLifeInvestmentsandwasgeared
ataloantoGrossAssetValue(‘GAV’)of33.7%(2021:36.3%).TheweightedaverageinterestcostoftheGroup’sfacilityis3.19%and
thefacilityisrepayableon20October2025.

2022
£’000

2021
£’000

Reconciliation to cash flows from financing activities

At beginning of the year 40,516 40,417

Non-cash changes

Amortisationofloanissuecosts 104 99

Total at end of the year 40,620 40,516

14.  LEASE OBLIGATIONS

Atthecommencementdate,theleaseliabilityismeasuredatthepresentvalueoftheleasepaymentsthatarenotpaidonthatdate.

Thefollowingtableanalysestheminimumleasepaymentsdueundernon-cancellableleases:

2022
£’000

2021
£’000

Withinoneyear 50 50

Afteroneyearbutnotmorethanfiveyears 150 150

Morethanfiveyears 513 563

Total undiscounted lease liabilities 713 763

Less:Futurefinancechargeonleaseobligations (378) (390)

Present value of lease liabilities 335 373

Lease liabilities included in the Consolidated Statement of Financial Position:

Current 36 38

Non-current 299 335

335 373
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15.  COMMITMENTS

15.1 Operating lease commitments - as lessor

The Group has 19 commercial properties with 33 units on its investment property portfolio as set out on page 17. These non-
cancellableleaseshavearemainingtermofbetween7monthsand112years(2021:6monthsto113years),excludinggroundleases.

Futureminimumrentalsreceivableundernon-cancellableoperatingleasesasat30June2022areasfollows:

2022 
£’000

 2021
£’000

Withinoneyear 7,071 6,957

Afteroneyear,butnotmorethantwoyears 7,015 7,135

Aftertwoyears,butnotmorethanthreeyears 6,754 7,094

Afterthreeyears,butnotmorethanfouryears 7,011 7,191

Afterfouryears,butnotmorethanfiveyears 7,045 7,002

Afterfiveyears,butnotmorethantenyears 29,896 29,898

Aftertenyears,butnotmorethanfifteenyears 25,935 27,201

Morethanfifteenyears 55,472 58,889

146,199 151,367

Duringtheyearended30June2022therewerenomaterialcontingentrentsrecognisedasincome(2021:£nil).

15.2. Capital commitments

Therewerenocapitalcommitmentsat30June2022(2021:nil).

15.3. Financial commitments

Inthe2021annualreport,itwasdisclosedthattheCompanyisinvolvedinlitigationagainsttwopartiestorecover£1,056,000ofcosts.
ThecostswereincurredforworkintheperiodSeptembertoDecember2020toreplacedefectivecladdingelementsuncoveredinthe
externalwallsofthetopfloorsandrearliftcoreoftheTravelodgeHotel,Swindon.Thedefectivecladdingwasinstalledwhenthe
propertywasextendedin2007andtheCompany’sclaimsareagainstthearchitectandcladdingsub-contractorinvolved.Subsequent
to the year end, the Board engaged in mediation with both parties and agreed a full and final settlement. (See also note 21b.)
Settlementisduetobereceivedafterthesigningofthisannualreport.Consequenttothatsettlementbeingreceived,theGroupwill
havenofinancialcommitmentsotherthanthosearisingfromitsnormalbusinessoperations.

Therearenoothercommitmentsotherthanthoseshownaboveattheyear-end(2021:nil).

16.  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
(Companynumber10754641)

Englandand
Wales 4May2017

RealEstate
Company 73,158,501*

*Ordinarysharesof£1.00each.

AlternativeIncomeREITPlcasat30June2022owns100%ofAlternativeIncomeREITHoldcoLimited.

AlternativeIncomeREITHoldcoLimitedholds100%ofAlternativeIncomeLimited.

BothAlternativeIncomeREITHoldcoLimitedandAlternativeIncomeLimitedareregisteredat1KingWilliamStreet,London,United
Kingdom,EC4N7AF.
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17.  ISSUED SHARE CAPITAL

 2022  2021

£’000
 Number of  

Ordinary Shares £’000
 Number of  

Ordinary Shares 

Ordinary Shares of £0.01 each issued and fully paid

Atthebeginningandendoftheyear 805 80,500,000 805 80,500,000

18.  FINANCIAL RISK MANAGEMENT AND POLICIES

TheGroup’sactivitiesexpose it toavarietyof financialrisks:marketrisk,creditrisk, liquidityriskand furtherrisks inherent to
investingininvestmentproperty.TheGroup’sobjectiveinmanagingriskisthecreationandprotectionofshareholdervalue.Riskis
inherent in the Group’s activities, but it is managed through a process of ongoing identification, measurement and monitoring,
subjecttorisklimitsandothercontrols.TheprincipalrisksfacingtheGroupinthemanagementofitsportfoliofollows.

18.1 Market price risk

Marketpriceriskistheriskthatfuturevaluesofinvestmentsinpropertywillfluctuateduetochangesinmarketprices.Tomanage
marketpricerisk,theGroupdiversifiesitsportfoliogeographicallyintheUKandacrosspropertysectors.

Thedisciplinedapproachtothepurchase,saleandassetmanagementensuresthatthevalueismaintainedtoitsmaximumpotential.
Priortoanypropertyacquisitionorsale,detailedresearchisundertakentoassessexpectedfuturecashflow.TheBoardofDirectors
andtheInvestmentAdvisermeetregularlyasrequiredandareresponsibleforrecommendinginvestmentpurchasesorsalestothe
AIFMwhichmakestheultimatedecision.Inordertomonitorpropertyvaluationfluctuations,theInvestmentAdvisermeetswiththe
independentexternalvalueronaregularbasis.Thevaluerprovidesapropertyportfoliovaluationquarterly,soanymovementsinthe
valuecanbeaccountedforinatimelymannerandreflectedintheNAVeveryquarter.

18.2 Real estate risk

Propertyinvestmentsareilliquidassetandcanbedifficulttosell,especiallyiflocalmarketconditionsarepoor.Illiquiditymayalso
result fromtheabsenceofanestablishedmarketfor investments,aswellaslegalorcontractualrestrictionsonresaleofsuch
investments.

TherecanbenocertaintyregardingthefutureperformanceofanyofthepropertiesacquiredfortheGroup.Thevalueofanyproperty
cangodownaswellasup.

Realpropertyinvestmentsaresubjecttovaryingdegreesofrisk.Theyieldsavailablefrominvestmentsinrealestatedependonthe
amountofincomegeneratedandexpensesincurredfromsuchinvestments.

Thereareadditionalrisksinvacant,partvacant,redevelopmentandrefurbishmentsituations,althoughthesearenotprospective
investmentsfortheGroup.

Theseaspects,andtheireffectontheGroupfromagoingconcernperspectivearediscussedinmoredetailintheGoingConcern
policynote.

18.3 Credit risk

Creditriskistheriskthatthecounterparty(toafinancialinstrument)ortenant(ofaproperty)willcauseafinanciallosstotheGroup
byfailingtomeetacommitmentithasenteredintowiththeGroup.

ItistheGroup’spolicytoenterintofinancialinstrumentswithreputablecounterparties.Allcashdepositsareplacedwithanapproved
counterparty,BarclaysInternational.

Inrespectofpropertyinvestments,intheeventofadefaultbyatenant,theGroupwillsufferarentalshortfallandadditionalcosts
concerningre-lettingtheproperty.TheInvestmentAdvisermonitorstenantarrearsinordertoanticipateandminimisetheimpactof
defaultsbyoccupationaltenants.
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ThetablebelowshowstheGroup’sexposuretocreditrisk:

2022
£’000

2021
£’000

Debtors 528 909

Cashandcashequivalents 2,542 2,115

Total 3,070 3,024

18.4 Liquidity risk 

Liquidity risk arises from the Group’s management of working capital and the finance charges and principal repayments on its
borrowings.ItistherisktheGroupwillencounterdifficultyinmeetingitsfinancialobligationsastheyfalldueasthemajorityofthe
Group’sassetsare investmentpropertiesand thereforenot readily realisable.TheGroup’sobjective is toensure ithassufficient
availablefundsforitsoperationsandtofunditscapitalexpenditure.Thisisachievedbyquarterlyreview/monitoringofforecastand
actualcashflowsbytheInvestmentAdviserandBoardofDirectors.

ThebelowtablesummarisesthematurityprofileoftheGroup’sfinancialliabilitiesbasedoncontractualundiscountedpayments.

2022
On demand 

£’000
‹ 3 months 

£’000

3 -12  
months 

£’000
1 - 5 years 

£’000
› 5 years 

£’000
Total 
£’000

Interestbearingloansand
borrowings

– – – 41,000 – 41,000

Interestpayable – 327 980 3,266 – 4,573

Payablesandaccrued
expenses

134 863 – – – 997

Leaseobligations – 13 38 200 463 714

Total 134 1,203 1,018 44,466 463 47,284

2021
On demand 

£’000
‹ 3 months 

£’000

3 -12  
months 

£’000
1 - 5 years 

£’000
› 5 years 

£’000
Total 
£’000

Interestbearingloansand
borrowings

– – – 41,000 – 41,000

Interestpayable – 327 980 4,573 – 5,880

Payablesandaccrued
expenses

138 884 123 – – 1,145

Leaseobligations – 13 37 200 513 763

Total 138 1,224 1,140 45,773  513 48,788 

18.5 Fair value of financial instruments

ThereisnomaterialdifferencebetweenthecarryingamountandfairvalueoftheGroup’sfinancialinstruments.

18.6 Interest rate risk

Interestrateriskistheriskthatfuturecashflowsofafinancialinstrumentwillfluctuatebecauseofchangesinmarketinterestrates.
TheGroup’sexposuretotheriskofchangesinmarketinterestratesisminimalbecausetheGroup’sloanisatafixedrateof3.19%
(note13).
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19. CAPITAL MANAGEMENT

TheGroup’sobjectiveswhenmanagingcapitalaretosafeguardtheGroup’sabilitytocontinueasagoingconcerninordertoprovide
returnsforshareholdersandtomaintainanoptimalcapitalstructuretoreducethecostofcapital.

Toenhancereturnsoverthemediumterm,theGrouputilisesborrowingsonalimitedrecoursebasisforeachinvestmentorallor
partofthetotalportfolio.TheGroup’spolicyistoborrowuptoamaximumof40%loantoGAV(measuredatdrawdown).Alongside
theGroup’sborrowingpolicy,theDirectorsintend,atalltimes,toconducttheaffairsoftheGroupsoastoenabletheGrouptoqualify
asaREIT for thepurposesofPart12of theCorporationTaxAct2010 (and theregulationsmade thereunder).TheREITstatus
compliancerequirementsinclude90%distributiontest,interestcoverratio,75%assetstestandthesubstantialshareholderrule,all
ofwhichtheGroupremainedcompliantinboththisandtheprioryear.

Themonitoringof theGroup’s levelofborrowing isperformedprimarilyusingaLoan toGAVratio.TheLoan toGAVratio isan
alternativeperformancemeasureanditscalculationisshownonpage88.TheGroupLoantoGAVratioattheyearendwas33.7%
(2021:36.3%).

Breachesinmeetingthefinancialcovenantswouldpermitthelendertoimmediatelycallloansandborrowings.Duringtheperiod,
theGroupdidnotbreachanyofitsloancovenants,nordiditdefaultonanyotherofitsobligationsunderitsloanagreements.

20. TRANSACTIONS WITH RELATED PARTIES

Partiesareconsideredtoberelatedifonepartyhastheabilitytocontroltheotherpartyorexercisesignificantinfluenceoverthe
otherpartyinmakingfinancialoroperationaldecisions.

Directors

DirectorsoftheGrouparerelatedparty.Directors’remunerationisdisclosedinnote5.

Investment Manager 

M7 Real Estate Limited  

M7RealEstateLtdwasappointedasInvestmentAdviseron14May2020.TheInterimInvestmentAdvisoryagreement(amendedwith
DeedofVariationdated21February2021)specifiesthattherewerefeespayableupto30September2020.From1October2020,the
annualmanagementfeeiscalculatedatarateequivalentof0.50%perannumofNAV(subjecttoaminimumfeeof£90,000per
quarter),payablequarterlyinadvance.Duringtheyearended30June2022,theGroupincurred£367,920(2021:£269,327)inrespect
ofinvestmentadvisoryfees,ofwhich£97,920wasoutstandingat30June2022(2021:£nil).

21. EVENTS AFTER REPORTING DATE

21a. Dividend 

On1August2022, theBoardapprovedthe interimdividendforthequarterended30June2022of1.6p, in linewiththeGroup’s
previouslyannouncedtargetof5.5p.

21b. Swindon Travelodge remediation

As previously reported, work was completed in December 2020 to the Swindon Travelodge to replace the combustible cladding
elementsuncoveredonpartofthepropertywithnon-combustiblereplacementsandtoremediatethefire/smokestopping.Boththe
architectandcladdingsub-contractorinvolvedwerebeingpursuedforreimbursementofthecostsof£1,056,000.Subsequenttothe
yearend,theBoardengagedinmediationwithbothpartiesandagreedafullandfinalsettlementof£825,000.
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Notes

2022
£’000

2021
£’000

Assets

Non-current assets

Investmentsinsubsidiarycompanies 2 73,158 73,158

Investmentproperty 2 2,153 2,067

75,311 75,225

Current assets

 Receivablesandprepayments 3 159 208

 Cashandcashequivalents 66 535

225 743

Total Assets 75,536 75,968

Current Liabilities

 Payablesandaccruedexpenses 4 (13,035) (17,148)

(13,035) (17,148)

Net Assets 62,501 58,820

Equity 

Sharecapital 6 805 805

Capitalreserve 75,417 75,417

 Retainedearnings  (13,721) (17,402)

Total capital and reserves attributable to equity holders of the Company 62,501 58,820

Net Asset Value per share (pence per share) 77.64p 73.07p

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

TheCompany’sprofitfortheyearwas£8,140,836(2021:lossof£596,947).

Thefinancialstatementsonpages82to86wereapprovedbytheBoardofDirectorson28September2022andweresignedonits
behalfby:

ALAN SIPPETTS   
CHAIRMAN

Companynumber:10727886

Theaccompanyingnotes1to8formanintegralpartofthesefinancialstatements.

 
CompanyStatementofFinancialPosition
TITLECONT.=
YEAREND=Asat30June2022
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Share  
capital

£’000

Capital 
reserve* 

£’000

Retained 
earnings*

£’000

Total 
equity
£’000

For the year ended 30 June 2022
Balance as at 30 June 2021 805 75,417 (17,402) 58,820

Totalcomprehensiveincome – – 8,141 8,141

Dividendspaid – – (4,460) (4,460)

Balance as at 30 June 2022 805 75,417 (13,721) 62,501

For the year ended 30 June 2021
Balance as at 30 June 2020  805 75,417 (12,840) 63,382

Totalcomprehensiveincome – – (597) (597)

Dividendspaid – – (3,965) (3,965)

Balance as at 30 June 2021  805 75,417 (17,402) 58,820

*Capitalreserveandretainedearningswerepresentedcombinedinprioryears.

Theaccompanyingnotes1to8formanintegralpartofthesefinancialstatements.

CompanyStatementofChangesinEquity
TITLECONT.=
YEAREND=Fortheyearended30June2022
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1.  ACCOUNTING POLICIES

Basis of preparation

ThesefinancialstatementsarepreparedandapprovedbytheDirectorsinaccordancewithFinancialReportingStandard101Reduced
DisclosureFramework(FRS101)andinaccordancewithapplicableaccountingstandards.

AspermittedbyFRS101,theCompanyhastakenadvantageofthefollowingdisclosuresexemptionswhicharepermissibleunder
FRS101astheequivalentdisclosuresarecontainedwithintheGroup’sconsolidatedfinancialstatements.

• acashflowstatementandrelatednotes;

• disclosuresinrespectofcapitalmanagement;

• theeffectsofnewbutnotyeteffectiveIFRSs;

• thedisclosuresoftheremunerationofkeymanagementpersonnel;

• disclosureofrelatedpartytransactionswithotherwhollyownedmembersoftheUltimateParent;

• thedisclosureoffinancialinstrumentsandotherfairvaluemeasurements.

ThefinancialstatementsarepresentedinSterlingandallvaluesareroundedtothenearestthousandpounds(£’000),exceptwhen
otherwiseindicated.Theyhavebeenpreparedonthehistoricalcostbasis.

TheprincipalaccountingpoliciesadoptedinthepreparationoftheCompany’sfinancialstatementsareconsistentwiththeGroup
whicharedescribed innote2.5of theConsolidatedFinancialStatementsbutmakesamendmentswherenecessary inorder to
complywiththeCompaniesAct2006andtakingadvantageoftheFRS101exemptionsmentionedabove.

NewstandardseffectiveforthecurrentaccountingperioddonothaveamaterialimpactonthefinancialstatementsoftheCompany.

TheaccountingpoliciesusedareotherwiseconsistentwiththosecontainedintheCompany’sfinancialstatementsfortheyearended
30June2021.

Going concern

Thefinancialstatementshavebeenpreparedonagoingconcernbasis.

Foranassessmentofgoingconcernrefertotheaccountingpolicy2.4oftheConsolidatedFinancialStatements.

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.

Deferred income

Deferredincomeisrentalincomereceivedinrespectoffutureaccountingperiods.

NotestotheCompanyAccounts
TITLECONT.=
YEAREND=
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2.  INVESTMENTS

2a. Investments in Subsidiary Companies

 2022
£’000

 2021
£’000

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

Alistofsubsidiaryundertakingsat30June2022isincludedonnote16oftheConsolidatedFinancialStatements.

TheDirectorshaveconsideredtherecoverabilityoftheinvestmentinsubsidiarycompanybycomparingthecarryingvalueofthe
investmenttothenetassetvalueofthesubsidiary.Thedirectorsconsiderthenetassetvalueofthesubsidiarytobeareliableproxy
totherecoverableamountasthepropertiesheldbytheCompanyarecarriedatfairvalue.Thenetassetvalueofthesubsidiary
company exceed the carrying amount of the investment in subsidiary and the Directors have concluded that no impairment is
necessary.

2b. Investment property

 2022
£’000

 2021
£’000

Atthebeginningoftheyear 2,067 2,011

Revaluationofinvestmentproperty 100 70

Adjustmenttofairvalueforminimumrentindexationofleaseincome (14) (14)

2,153 2,067

3.  RECEIVABLES AND PREPAYMENTS

Receivables
 2022
£’000

 2021
£’000

Rentdebtor 32 4

Spreadingofcontractedfuture–rentindexation 40 33

VATreceivable 59 57

131 94

Prepayments

Otherprepayments 28 114

159 208

4.  PAYABLES AND ACCRUED EXPENSES

 2022
£’000

2021
£’000

Duetosubsidiaries 12,427 16,759

Deferredincome 30 30

Tradecreditors 35 26

Accruals 459 254

Othercreditors 84 79

13,035 17,148

Amountsduetosubsidiariesareunsecured,interestfreeandrepayableondemand.
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5. DIVIDENDS PAID AND PAYABLE

Detailsofdividendspaidandpayableinrespectoftheyeararesetoutinnote9oftheConsolidatedFinancialStatements.

6.  ISSUED SHARE CAPITAL

 2022  2021

£’000
 Number of  

Ordinary Shares £’000
 Number of  

Ordinary Shares 

Ordinary Shares of £0.01 each issued and fully paid

Atthebeginningandendoftheyear 805 80,500,000 805 80,500,000

7.   CONTINGENT LIABILITIES, CAPITAL COMMITMENTS AND RELATED PARTY TRANSACTIONS

Asat30June2022theCompanyhad£nilcontingentliabilitiesorcapitalcommitments(2021:£nil).

RelatedpartytransactionsarethesamefortheCompanyasfortheGroup.Fordetailsrefertonote20oftheConsolidatedFinancial
Statements.

8.   EVENTS AFTER REPORTING DATE

Eventsafterthereportingdatearethesameasthosedisclosedinnote21oftheConsolidatedFinancialStatements.
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EPRA Yield calculations

 
 2022 
£’000

  
 2021
£’000

Investmentpropertieswhollyowned: 

-byCompany 2,200 2,100

-byAlternativeIncomeLimited 115,705 107,130

Total – note 10 117,905 109,230

Allowanceforestimatedpurchasers’costs 7,665 7,100

Gross up completed property portfolio valuation B 125,570  116,330 

Annualisedcashpassingrentalincome 7,217 6,965

Annualisedpropertyoutgoings (55) (55)

Annualised net rents A 7,162  6,910 

Add:notionalrentexpirationofrent-freeperiodsorotherleaseincentives 893 1,171

Topped-up net annualised rent C 8,055  8,081 

 

EPRA NIY* A/B 5.70% 5.94%

EPRA “topped-up” NIY C/B 6.41% 6.95%

*TheNIYcalculationisthesamecalculationasthatforEPRANIY.

EPRA Cost Ratios

 
 2022 
£’000

 
 2021
£’000

Include:

EPRACosts(includingdirectvacancycosts)–note4 A 1,035 1,324

Directvacancycosts – –

EPRACosts(excludingdirectvacancycosts) B 1,035 1,324

Grossrentalincome(adjusted)–note3 C 7,505 7,210

EPRA Cost Ratio (including direct vacancy costs) A/C 13.79% 18.36%

EPRA Cost Ratio (excluding direct vacancy costs) B/C 13.79% 18.36%

EPRA Vacancy rate

 
 2022 
£000

 
 2021
£000

Annualisedpotentialrentalvalueofvacantpremises A – –

Annualisedpotentialrentalvalueforthecompletedpropertyportfolio B 6,987 6,927

EPRA Vacancy rate A/B 0.0% 0.0%
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APMsarenumericalmeasuresoftheGroup’scurrent,historicalorfutureperformance,financialpositionorcashflows,otherthan
financialmeasuresdefinedorspecifiedintheapplicablefinancialframework.TheGroup’sapplicablefinancialframeworkisIFRS.
TheDirectorsassesstheGroup’sperformanceagainstarangeofcriteriawhicharereviewedasparticularlyrelevantforaclosed-end
REIT.

Share Price and Net Asset Value (NAV) Total Return

SharepriceandNAVtotalreturnsshowhowtheNAVandsharepricehasperformedoveraperiodoftimeinpercentageterms,taking
intoaccountbothcapitalreturnsanddividendspaidtoshareholders.SharepriceandNAVtotalreturnsaremonitoredagainstFTSE
EPRANareitUKandFTSESmallCap,respectively.

Share price NAV

Openingat30June2021 A 71.00 85.58p

Closingat30June2022 B 82.10 96.40p

Return C=(B/A)-1 15.63% 12.64%

Dividendreinvestment* D 8.70% 9.88%

Totalreturnfortheyearended30June2022 C+D 24.33% 22.52%

Openingat30June2020 A 53.50 83.58p

Closingat30June2021 B 71.00 85.58p

Return C=(B/A)-1 32.71% 2.39%

Dividendreinvestment* D 10.78% 5.90%

Totalreturnfortheyearended30June2021 C+D 43.49% 8.29%

*SharepricetotalreturninvolvesreinvestingthenetdividendinthesharepriceoftheCompanyonthedateonwhichthatdividendgoesex-dividend.
NAVtotalreturninvolvesinvestingthenetdividendintheNAVoftheCompanywithdebtatfairvalueonthedateonwhichthatdividendgoesex-dividend.

Dividend Cover

TheratioofGroup’sAdjustedEPSdividedbytheGroup’sdividendspayablefortherelevantyear.

2022 2021

AdjustedEPS A 5.57p 5.07p

Dividendpershare B 5.50p 5.14p

Dividendcover A/B 101.27% 98.64%

Loan to GAV

LoantoGAVmeasuresthevalueofloansandborrowingsutilised(excludingamountsheldasrestrictedcashandbeforeadjustments
forissuecosts)expressedasapercentageofthecombinedvaluationofthepropertyportfolio(asprovidedbythevaluer)andthefair
valueofotherassets.

2022 2021

Borrowings(£’000) A 41,000 41,000

Totalassets(£’000) B 121,700 112,823

LoantoGAV A/B 33.69% 36.34%
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Ongoing Charges

Theongoingchargesratioisthetotalforalloperatingcostsexpectedtoberegularlyincurredexpressedasapercentageofthe
averagequarterlyNAVsoftheGroupforthefinancialyear.

2022 2021

OtheroperatingExpensesfortheyear(£’000) A 1,101 876

Adjust:

One-offlegalfees(£’000) B (64) –

1,037 876

Averagenetassets(£’000) C 73,246 68,893

Ongoingchargesratio B/C 1.42% 1.27%*

*TheCompanybenefitedfromaninvestmentadviserfeeholidayduring2020.Adjustingfortheimpactofthisfeeholiday,theongoingchargesratiofor
theyearto30June2021wouldhavebeen13bpshigherthanreported.

Annualised Gross Passing Rental Income

Theannualisedgrosspassingrentistherentrollatthereportingdate,takingaccountofanyin-placerentfreeincentivesorstep
rentsannualisedonastraight-linebasisoverthefollowing12-monthperiod.

Dividend Yield

TheratioofGroup’sannualdividendspaidpersharedividedbytheGroup’ssharepricefortherelevantyear.

2022 2021

Annualdividendspaid A 5.50p 5.14p

Shareprice B 82.10 71.00

Dividendyield A/B 6.70% 7.24%
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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.

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.

IFRS International financial reporting standards. On 31 December 2020 EU-
adoptedIFRSwasbroughtintoUKlawandbecameUK-adoptedinternational
accounting standards, with future changes to IFRS being subject to
endorsementbytheUKEndorsementBoard.

Investment Adviser M7RealEstateLimited.

IPO TheadmissiontotradingontheLondonStockExchange’sMainMarketof
thesharecapitaloftheCompanyandadmissionofOrdinarySharestothe
premiumlistingsegmentoftheOfficialListon6June2017.

Lease incentives Incentivesofferedtooccupierstoenterintoalease.Typically,thiswillbean
initialrent-freeperiod,oracashcontributiontofit-out.Underaccounting
rules,thevalueoftheleaseincentiveisamortisedthroughtheConsolidated
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.

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

Net equivalent yield CalculatedbytheGroup’sExternalValuers,netequivalentyieldistheinternal
rateofreturnfromaninvestmentproperty,basedonthegrossoutlaysfor
thepurchaseofaproperty(includingpurchasecosts),reflectingreversions
tocurrentmarketrentanditemsasvoidsandnon-recoverableexpenditure
butignoringfuturechangesincapitalvalue.Thecalculationassumesrentis
receivedannuallyinarrears.

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

Net rental income Rentalincomereceivableintheperiodafterpaymentofgroundrentsandnet
propertyoutgoings.

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

Passing rent Thegrossrent,lessanygroundrentpayableunderheadleases.

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.

Weighted Average Unexpired Lease 
Term (‘WAULT’)

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

TiTLE CONT. = Continued
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CompanyInformation
TITLECONT.=
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ShareRegisterEnquiries
TheregisterfortheOrdinarySharesismaintainedbyComputershareInvestorServicesPLC.Intheeventofqueries
regardingyourholding,pleasecontacttheRegistraron03707071874oremail:web.queries@computershare.co.uk.

Changesofnameand/oraddressmustbenotifiedinwritingtotheRegistrar,attheaddressshownbelow.Youcan
checkyourshareholdingandfindpracticalhelpontransferringsharesorupdatingyourdetailsatwww.investorcentre.
co.uk.Shareholderseligibletoreceivedividendpaymentsgrossoftaxmayalsodownloaddeclarationformsfromthat
website.

ShareInformation
Ordinary£0.01shares 80,500,000

SEDOLNumber  BDVK708

ISINNumber  GB00BDVK7088

Ticker/TIDM  AIRE

SharePrices
TheCompany’sOrdinarySharesaretradedontheMainMarketoftheLondonStockExchange.

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

AnnualandInterimReports
CopiesoftheAnnualandHalf-YearlyReportsareavailablefromtheGroup’swebsite.

FinancialCalendar2022

30June2022 Yearend

October2022 Announcementofannualresults

November2022 AnnualGeneralMeeting

31December2022 Halfyearend

March2023 Announcementofinterimresults
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Directors
AlanSippetts
(Independentnon-executiveChairman)
StephanieEastment
(Independentnon-executiveDirector)
AdamCSmith
(Non-executiveDirector)

CompanyWebsite
https://www.alternativeincomereit.com/

RegisteredOffice
1KingWilliamStreet
London
EC4N7AF

CompanySecretary
HanwayAdvisoryLimited
1KingWilliamStreet
London
EC4N7AF

AIFM
LanghamHallFundManagementLLP
1FleetPlace
8thFloor
London
EC4M7RA

Depositary
LanghamHallUKDepositaryLLP
8thFloor
1FleetPlace
London
EC4M7RA

LegalAdvisertotheCompany
TraversSmithLLP
10SnowHill
London
EC1A2AL

InvestmentAdviserandAdministrator
(‘InvestmentAdviser’)
M7RealEstateLimited
3rdFloor
TheMonumentBuilding
11MonumentStreet
London
EC3R8AF

PropertyManager
MasonOwenandPartnersLimited
7thFloor
20ChapelStreet
Liverpool
L39AG

Valuer
KnightFrankLLP
55BakerStreet
London
W1U8AN

ConsultantPortfolioManager
KingCapitalConsultingLimited
140aTachbrookStreet
London
SW1V2NE

Registrar
ComputershareInvestorServicesPLC
ThePavilions
BridgwaterRoad
Bristol
BS138AE

Auditor
MooreKingstonSmithLLP
9AppoldStreet
London
EC2A2AP

CorporateBroker
PanmureGordon(UK)Limited
OneNewChange
London
EC4M9AF

CommunicationsAdviser
H/AdvisorsMaitland
3PancrasSquare
London
N1C4AG

shareholderinformation
TITLECONT.=
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NoticeofAnnualGeneralMeeting

If you are in any doubt as to what action to take you are recommended to consult your stockbroker, solicitor, 
accountant or other independent adviser authorised under the Financial Services and Markets Act 2000.

If you have sold or transferred all of your ordinary shares in Alternative Income REIT plc, you should pass 
this document, together with the accompanying Form of Proxy, to the person through whom the sale or 
transfer was made for transmission to the purchaser or transferee.

ALTERNATIVE INCOME REIT PLC
(IncorporatedinEnglandandWaleswithregisterednumber10727886)

NOTICE OF ANNUAL GENERAL MEETING

NoticeoftheAnnualGeneralMeetingwhichhasbeenconvenedforThursday10November2022at10a.m.at
TheMonumentBuilding,11MonumentStreet,LondonEC3R8AFissetoutbelow.

Tobevalid,FormsofProxymustbecompletedandreturnedinaccordancewiththeinstructionsprinted
thereonsoastobereceivedbytheCompany’sregistrars,ComputershareInvestorServicesPLC,The
Pavillions,BridgwaterRoad,Bristol,BS996ZYassoonaspossibleandinanyeventnotlaterthan10a.m.on
8November2022.
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NOTICE IS HEREBY GIVENthattheAnnualGeneralMeetingofAlternativeIncomeREITplc(the“Company”)willbeheld
at10a.m.onThursday10November2022atTheMonumentBuilding,11MonumentStreet,LondonEC3R8AF, to
transactthefollowingbusiness.

Youwillbeaskedtoconsiderand,ifthoughtfit,approvethefollowingresolutions.Resolutions1to10inclusivewillbe
proposedasordinaryresolutionsandresolutions11to14inclusivewillbeproposedasspecialresolutions.

Forfurtherinformationonthespecialbusinessresolutions,pleaserefertotheExplanatoryNoteswhichcanbefound
below.

ORDINARY RESOLUTIONS 

Report and Accounts
1. ToreceiveandadopttheauditedfinancialstatementsoftheCompanyforthefinancialyearended30June2022and

thereportsoftheDirectorsandAuditoronthosefinancialstatements(“Annual Report and Accounts”).

Directors’ Remuneration Report

2. ToapprovetheDirectors’RemunerationReport(excludingthepartcontainingtheDirectors’RemunerationPolicy)
containedwithintheAnnualReportandAccounts.

Directors

3. Tore-electAlanSippettsasaDirectoroftheCompany.

4. Tore-electAdamSmithasaDirectoroftheCompany.

5. Tore-electStephanieEastmentasaDirectoroftheCompany.

Auditor
6. Tore-appointMooreKingstonSmithLLPasindependentAuditoroftheCompany,toholdofficeuntiltheconclusion

ofthenextGeneralMeetingatwhichaccountsarelaidbeforetheCompany.

7. ToauthorisetheAuditCommitteetodeterminetheAuditor’sremuneration.

Continuation Vote

8. ToapprovethecontinuationoftheCompanyinitscurrentform.

Dividends
9. ToapprovetheCompany’sdividendpolicytocontinuetopayfourevenlyspacedquarterlyinterimdividendswiththe

abilitytopayfurtherinterimdividendsshouldcompliancewithREITrulesrequireandforthelastdividendreferable
toafinancialyearnottobecategorisedasafinaldividendthatissubjecttoshareholderapproval.

Director’s Authority to Allot Shares
10. ThattheDirectorsbegenerallyandunconditionallyauthorisedforthepurposesofsection551oftheCompanies

Act2006(the“Act”)toexerciseallthepowersoftheCompanyto:

a) allotsharesof£0.01eachintheCompanyandtograntrightstosubscribefororconvertanysecurity into
sharesintheCompanyuptoanaggregatenominalamountof£268,065;and

b) allotequitysecurities(asdefinedinsection560oftheAct)uptoanaggregatenominalvalueof£536,035(such
amounttobereducedbythenominalamountofanysharesallottedorrightsgrantedunderparagraph(a)of
thisresolution10)inconnectionwithanofferbywayofarightsissueto:

i. holders of ordinary shares in the Company (“Ordinary Shares”) in proportion (as nearly as may be
practicable)totherespectivenumbersofOrdinarySharesheldbythem;and

ii. holders of other equity securities, as required by the rights of those securities or, as the Directors
otherwiseconsidernecessary,butsubjecttosuchexclusionsorotherarrangementsastheDirectorsmay
deemnecessaryorexpedientinrelationtotreasuryshares,fractionalentitlements,recorddates,legalor
practicalproblemsinorunderthelawsofanyterritoryortherequirementsofanyregulatorybodyorstock
exchange.

TiTLE CONT. = Continued
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Thisauthorityshallapplyinsubstitutionforallpreviousauthorities(butwithoutprejudicetothevalidityofanyallotment
pursuanttosuchpreviousauthority)andshallexpireattheendofthenextAnnualGeneralMeetingoftheCompanyor
onthedatefalling15monthsafterthedateofthisresolution,whicheverisearlier,savethatundereachauthoritythe
Companymay,beforesuchexpiry,makeanyoffersoragreementswhichwouldormightrequiresharestobeallotted
orrightsgrantedtosubscribefororconvertanysecurity intosharesaftersuchexpiryandtheDirectorsmayallot
sharesorgrantsuchrightstosubscribefor,ortoconvertanysecurityinto,sharesasthecasemaybeinpursuanceof
anysuchofferoragreementasiftherelevantauthorityconferredbythisresolutionhadnotexpired.

SPECIAL RESOLUTIONS

Disapplication of pre-emption rights
11. That,subjecttothepassingofresolution10above,theDirectorsbegenerallyandunconditionallyauthorisedfor

thepurposesofsection570andsection573oftheCompaniesAct2006(the“Act”)toallotequitysecurities(within
themeaningofsection560oftheAct)forcasheitherpursuanttotheauthorityconferredbyresolution10orwhere
theallotmentconstitutesanallotmentbyvirtueofsection560(3)oftheAct,ineachcaseasifsection561oftheAct
didnotapplytoanysuchallotment,providedthatthisauthorityshallbelimitedto:

a) theallotmentofequitysecuritiesinconnectionwithanofferofequitysecurities(butinthecaseofanallotment
pursuanttotheauthoritygrantedunderparagraph(b)ofresolution10,suchpowershallbelimitedtothe
allotmentofequitysecuritiesinconnectionwithanofferbywayofarightsissueonly);

b) theallotmentofequitysecurities(otherwisethanpursuanttoparagraph(a)ofthisresolution11),uptoan
aggregatenominalamountof£40,250.

Thispowershall (unlesspreviouslyrenewed,variedorrevokedbytheCompanyinageneralmeeting)expireatthe
conclusionofthenextAnnualGeneralMeetingoftheCompanyfollowingthepassingofthisresolutionoronthedate
falling15monthsafterthedateofthisAnnualGeneralMeeting,whicheverisearlier,savethattheCompanymaybefore
theexpiryofthisauthoritymakeanyoffersorenterintoanyagreementswhichwouldormightrequireequitysecurities
tobeallotted(ortreasurysharessold)aftersuchexpiryandtheDirectorsmayallotequitysecurities(orselltreasury
shares)inpursuanceofanysuchoffersoragreementsasiftheauthorityconferredbythisresolutionhadnotexpired.

12. That,subject to thepassingofresolution10, theDirectorsbegenerallyandunconditionallyauthorised for the
purposesofsection570andsection573oftheCompaniesAct2006(the“Act”)inadditiontoanyauthoritygranted
underresolution10above,toallotequitysecurities(withinthemeaningofsection560oftheAct)forcasheither
pursuanttotheauthorityconferredbyresolution10orwheretheallotmentconstitutesanallotmentbyvirtueof
section560(3)oftheAct,ineachcaseasifsection561oftheActdidnotapplytoanysuchallotment,providedthat
thisauthorityshallbelimitedto:

a) theallotmentofequitysecuritiesuptoanaggregatenominalamountof£40,250;and

b) useonlyforthepurposeoffinancing(orrefinancing,iftheauthorityistobeusedwithinsixmonthsafterthe
original transaction) a transaction which the Directors determine to be an acquisition or other capital
investmentofakindcontemplatedbytheStatementofPrinciplesofDisapplyingPre-EmptionRightsmost
recentlypublishedbythePre-EmptionGrouppriortothedateofthisnotice.

Thispowershall (unlesspreviouslyrenewed,variedorrevokedbytheCompanyinageneralmeeting)expireatthe
conclusionofthenextAnnualGeneralMeetingoftheCompanyfollowingthepassingofthisresolutionoronthedate
falling15monthsafterthedateofthisAnnualGeneralMeeting,whicheverisearlier,savethattheCompanymaybefore
theexpiryofthisauthoritymakeanyoffersorenterintoanyagreementswhichwouldormightrequireequitysecurities
tobeallotted(ortreasurysharessold)aftersuchexpiryandtheDirectorsmayallotequitysecurities(orselltreasury
shares)inpursuanceofanysuchoffersoragreementsasiftheauthorityconferredbythisresolutionhadnotexpired.
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Authority to purchase own shares
13. That,theCompanybeandisherebygenerallyandunconditionallyauthorisedtomakemarketpurchases(within

themeaningofsection693(4)oftheCompaniesAct2006(the“Act”))ofOrdinarySharesof£0.01onsuchtermsand
insuchmannerastheDirectorsmayfromtimetotimedetermine,providedthat:

a) ThemaximumnumberofOrdinarySharesherebyauthorisedtobeacquiredbetweenthedateofthisresolution
andthedateoftheCompany’sAGMtobeheldin2023shallbe8,050,000or,ifless,thatnumberofOrdinary
Shareswhichisequalto10%oftheOrdinarySharesinissueasatthepassingofthisresolution;

b) theminimumprice(exclusiveofexpenses)whichmaybepaidforanyOrdinaryShareis£0.01;

c) themaximumprice(exclusiveofexpenses)whichmaybepaidforanyOrdinaryShareisthehigherof:

i. anamountequal to105%of theaverageof themiddlemarketquotations forsuchOrdinaryShareas
derivedfromtheLondonStockExchangeDailyOfficialListforthefivebusinessdaysimmediatelypreceding
thedayonwhichsuchOrdinaryShareiscontractedtobepurchased;and

ii. thehigherof(a)thepriceofthelastindependenttradeand(b)thehighestcurrentindependentbidfor
suchOrdinaryShareonthetradingvenueswherethemarketpurchasesbytheCompanypursuanttothe
authorityconferredbythisresolutionwillbecarriedout;

d) thisauthorityshallexpireattheendoftheCompany’sAGMtobeheldin2023oronthedatefalling15months
afterthedateofthisAGM,whicheverisearlier,unlesspreviouslyrenewed,variedorrevokedbytheCompany
ingeneralmeeting;

e) theCompanymaymakeacontracttopurchaseitsOrdinarySharesundertheauthorityherebyconferredprior
totheexpiryofsuchauthority,whichcontractwouldormightrequiretheCompanytopurchaseitsOrdinary
SharesaftersuchexpiryandtheCompanyshallbeentitledtopurchaseitsOrdinarySharespursuanttoany
suchcontractasifthepowerconferredherebyhadnotexpired;and

f) anyOrdinarySharesboughtbackundertheauthorityherebygrantedmay,atthediscretionoftheDirectors,be
cancelledorheldintreasury.

Notice period for general meetings other than annual general meetings
14. Thatageneralmeeting,otherthananAnnualGeneralMeeting,maybecalledonnotlessthan14cleardays’notice.

ByorderoftheBoard

Hanway Advisory Limited 
Company Secretary 
RegisteredOffice:
1KingWilliamStreet
London
EC4N7AF

(CompanyNumber:10727886)
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EXPLANATORY NOTES TO THE RESOLUTIONS
Resolutions1to10inclusiveareproposedasordinaryresolutions.Thismeansthatforeachoftheseresolutionstobe
passed,morethanhalfofthevotescastmustbeinfavouroftheresolution.

Resolutions11to14inclusiveareproposedasspecialresolutions.Thismeansthatforeachofthoseresolutionstobe
passed,atleastthree-quartersofthevotescastmustbeinfavouroftheresolution.

TheBoardconsidersthatallresolutionscontainedintheNoticeofAGMareinthebestinterestsoftheCompanyand
are most likely to promote the successof the Company for the benefit of its shareholdersas a whole. The Board
unanimouslyrecommendsthatyouvoteinfavouroftheproposedresolutionsastheDirectorsintendtodoinrespectof
theirownbeneficialholdings.

Resolutions8to14inclusivearespecialbusinessresolutions,andanexplanationofeachofthoseresolutionsareset
outbelow. 

Continuation Vote

Resolution 8

ThisresolutionistoapprovethecontinuationoftheCompany’sexistence.TheCompany’sarticlesofassociationinclude
arequirementfortheBoardtoproposeanordinaryresolutionfortheCompanytocontinueinitscurrentformatthe
annualgeneralmeetingtobeheldin2022(the“ContinuationResolution”).IftheContinuationResolutionisnotpassed,
theDirectorswillformulateproposalstobeputtoShareholderstoreorganise,restructureorwind-uptheCompanyand
topresentsuchproposalstoShareholderswithinsixmonthsofthedateoftheAGM.

TheDirectorsbelieve,havingtakenintoaccounttheprospectsfortheCompany,theadviceoftheCompany’sbrokerand
viewsofmajorshareholdersthatcontinuationisinthebestinterestsoftheCompanyanditsshareholdersasawhole.

Dividends

Resolution 9

Thisresolution is toapprovetheCompany’sdividendpolicy tocontinuetopay fourevenlyspacedquarterly interim
dividendsperannum.Thealternativetodeclaringthemallas“interim”dividendswouldbetodeclarethreeinterim
dividendswiththefourthdividendbeingproposedasa“final”dividend.However,adeclarationofafinaldividendwould
requireshareholderapproval,whichwoulddelaypaymentofthatdividend.Toavoidthispotentialdelay,theCompany
willproposethedividendpolicyforapprovalateachAGM,enablingtheCompanytopayallofitsdividendsas“interim”
dividends.Additionally,thedividendpolicyallowsforthepaymentoffurtherinterimdividendsshouldcompliancewith
theREITrulesrequire.

Directors’ authority to allot shares

Resolution 10

ThepurposeofthisresolutionistoprovidetheDirectorswithauthoritytoallotshares.

TheauthoritygiventoDirectorstoallotfurthersharesinthecapitaloftheCompanyrequiresthepriorauthorisationof
theshareholdersingeneralmeetingundersection551oftheAct.TheauthorityinthisresolutionwillallowtheDirectors
toallotnewsharesintheCompanyortograntrightstosubscribefororconvertanysecurityintosharesintheCompany
uptoanaggregatenominalamountof£268,065(26,065,000OrdinaryShares),whichisequivalenttoapproximatelyone
thirdofthecurrentissuedordinarysharecapitaloftheCompanyasat22September2022(beingthelastpracticable
daypriortothepublicationofthisnotice).TheauthoritywillexpireimmediatelyfollowingtheCompany’s2023AGMor
10February2024,whicheveristheearlier.

Theauthorityinparagraph(b)willallowtheDirectorstoallotnewsharesortograntrightstosubscribefororconvert
anysecurityintosharesintheCompanyonlyinconnectionwithapre-emptiverightsissueuptoanaggregatenominal
valueof£536,935(53,935,000OrdinaryShares),whichisapproximatelytwothirdsoftheCompany’sissuedsharecapital
asat22September2022(inclusiveofthenominalvalueof£268,065soughtunderparagraph(a)oftheresolution).This
isinlinewithcorporategovernanceguidelines.Thereisnopresentintentiontoexercisethisauthority.
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Disapplication of pre-emption rights 

Resolutions 11 and 12

IftheDirectorswishtoexercisetheauthorityunderResolution10toallotnewsharesorgrantrightsoversharesorsell
treasurysharesforcash(otherthanpursuanttoanemployeesharescheme),companylawrequiresthattheseshares
arefirstofferedtoexistingshareholders inproportiontotheirexistingholdings.Theremaybeoccasions,however,
whentheDirectorswillneedtheflexibilitytofinancebusinessopportunitiestoallotnewshares(ortograntrightsover
shares)forcashortoselltreasurysharesforcashwithoutfirstofferingthemtoexistingshareholdersinproportionof
theirholdings.Thiscannotbedoneunlesstheshareholdershavefirstwaivedtheirpre-emptionrights.

Resolution11wouldauthorisetheDirectorstodothisand,apartfromrightsissuesoranyotherpre-emptiveoffer
concerningequitysecurities,theauthoritywillbelimitedtotheallotmentofsharesforcashorsaleoftreasuryshares
forcashuptoanaggregatenominalvalueof£40,250,whichisequivalenttoapproximately5percent.oftheCompany’s
issuedordinarysharecapitalasat22September2022(beingthelatestpracticabledatepriortothepublicationofthis
notice).

Resolution11alsoseeksadisapplicationofthepre-emptionrightsonarightsissueorotherpre-emptiveissuesoas
toallowtheDirectorstomakeexclusionsorsuchotherarrangementsasmaybeappropriatetoresolvelegalorpractical
problemswhich,forexample,mightarisewithoverseasshareholders.

TheBoardintendstoadheretotheguidanceissuedbytheInvestmentAssociation(asupdatedinJuly2016),thePre-
EmptionGroup’sStatementofPrinciples(asupdatedinMarch2015)(the“StatementofPrinciples”)andthetemplate
resolutionspublishedbythePre-EmptionGroupinMay2016.

TheDirectorsthereforeseekanadditionalauthorityunderresolution12toissuesharesforcashonanon-pre-emptive
basisuptoanaggregatenominalvalueof£40,250(whichincludesthesaleonanonpre-emptivebasisofanyshares
heldintreasury),whichisequivalenttoapproximately5percent.oftheCompany’sissuedordinarysharecapitalasat
22September2022(beingthelatestpracticabledatepriortothepublicationofthisnotice),ifusedonlyforthepurposes
offinancing(orrefinancing,iftheauthorityistobeusedwithinsixmonthsaftertheoriginaltransaction)atransaction
whichtheDirectorsdeterminetobeanacquisitionorothercapitalinvestmentofakindcontemplatedbytheStatement
ofPrinciples.

Thepurposeofthisresolutionistoprovideflexibilitytoallotshareswithoutfirstofferingthemtoexistingshareholders,
wherethisisconsideredtobeinthebestinterestsofshareholders.

OrdinaryShareswillonlybeissuedpursuanttotheseresolutionsforcashonanonpre-emptivebasisatapremiumto
theprevailingnetassetvalueatthetimeofissue(inordertotakeaccountofthecostsofsuchissue)andwilltherefore
benon-dilutivetotheprevailingnetassetvalueforexistingshareholders.

Ifgiven, theauthoritiescontained in resolutions11and12willexpireat theconclusionof the2023AGMoron10
February2024(thedatewhichis15monthsafterthepassingoftheresolution),whicheverisearlier.

Shareholderswillnotethatresolutions11and12alsorelatetotreasuryshares.

Authority to purchase own shares     

Resolution 13

Incertaincircumstances,itmaybeadvantageousfortheCompanytopurchaseitsownsharesandthisresolutionseeks
theauthorityfromshareholderstocontinuetodoso.TheDirectorswillcontinuetoexercisethisauthorityonlywhen,in
thelightofmarketconditionsprevailingatthetime,theybelievethatitisinthebestinterestsofshareholdersasa
wholeandasameansofcorrectingany imbalancebetweensupplyanddemand for theshares.Other investment
opportunities, appropriate gearing levels and the overall position of the Company will be taken into account when
exercisingthisauthority.UndertheAct,theCompanycanholditsownsharesintreasuryfollowingabuyback,instead
ofhavingtocancelthem.ThisgivestheCompanytheabilitytore-issuetreasurysharesquicklyandcost-effectively
(includingpursuanttotheauthorityunderresolution10above)andprovidestheCompanywithadditionalflexibilityin
themanagementofitscapitalbase.Onceheldintreasury,theCompanyisnotentitledtoexerciseanyrights,including
the right toattendandvoteatmeetings in respectof theshares.Further,nodividendorotherdistributionof the
Company’sassetsmaybemadetotheCompanyinrespectofthetreasuryshares.IftheDirectorsexercisetheauthority
conferredbyresolution13,theCompanywillhavetheoptionofeitherholdingintreasuryorofcancellinganyofitsown
sharespurchasedpursuanttothisauthorityandwilldecideatthetimeofpurchasewhichoptiontopursue.
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TheresolutionspecifiesthemaximumnumberofOrdinarySharesthatmaybeacquired(approximately10percent.of
theCompany’sissuedordinarysharecapitalasat22September2022(beingthelatestpracticabledatepriortothe
publicationofthisnotice))andthemaximumandminimumpricesatwhichtheymaybebought.Theauthoritysought
isinlinewiththeInvestmentAssociation’sShareCapitalManagementGuidelines.

TherearenowarrantsoroptionstosubscribeforOrdinarySharesoutstandingat22September2022(beingthelatest
practicabledatepriortothepublicationofthisnotice).

Ifgiven,thisauthoritywillexpireattheconclusionofthe2023AGMoron10February2024(thedatewhichis15months
afterthedateofpassingoftheresolution),whicheverisearlier.

TheDirectorsintendtoseekrenewalofthisauthorityatsubsequentAGMsinaccordancewithcurrentbestpractice.

Notice period for general meetings other than annual general meetings 

Resolution 14
ThisresolutionistoallowtheCompanytoholdgeneralmeetings(otherthananAGM)on14cleardays’notice.The
noticeperiodrequiredbytheActforgeneralmeetingsoftheCompanyis21cleardaysunless:(i)shareholdersapprove
ashorternoticeperiod,whichcannothoweverbelessthan14cleardays;and(ii)theCompanyoffersthefacilityforall
shareholderstovotebyelectronicmeans.AGMsmustalwaysbeheldonatleast21cleardays’notice.

TheCompanyintendstogiveasmuchnoticeasispracticablewhencallingageneralmeeting.The15cleardays’notice
periodwillnotbeusedasamatterofroutine,butonlyincircumstanceswhereitwouldclearlybetotheadvantageof
shareholdersasawhole, thebusinessofthemeeting istime-sensitiveorflexibility ismeritedbythenatureofthe
businessofthemeeting.TheapprovalwillbeeffectiveuntiltheCompany’snextAGM,whenitisintendedthatasimilar
resolutionwillbeproposed.

Further information about the AGM 

Coronavirus (COVID-19)
TheBoardiscloselymonitoringtheimpactoftheCOVID-19intheUnitedKingdom.Asatthedateofthisnotice,there
iscurrentlynoCOVID-19restrictionswhichwouldpreventtheAGMbeingconvenedinperson.However,ifrestrictions
comeintoforcethatwouldapplyonthedateoftheAGM,ShareholdersmaynotbepermittedtoattendtheMeetingin
person.Ifthisisthecase,orshoulditbecomenecessarytomakealternativearrangementsfortheAGM,forexamplea
changeofvenue,postponementoranyadditionalsafetymeasures,youwillbegivenasmuchnoticeaspracticably
possible.Tominimisethisimpact,theBoardactivelyencouragesyoutovotebyproxy,andwherepossible,tovoteby
proxyonline.

Right to attend the AGM
OnlythoseshareholdersregisteredontheCompany’sRegisterofMembersatcloseofbusinesson8November2022
(orintheeventofanadjournment,atcloseofbusinessonthedatewhichistwoworkingdayspriortotheadjourned
meeting),ortheirdulyappointedproxyshallbeentitledtoattendandvoteat theAGM.ChangestotheRegisterof
MembersafterthedeadlineshallbedisregardedindeterminingtherightsofpersonstoattendandvoteattheAGM.

Appointment of a proxy
ShareholdersareentitledtoappointaproxytoexercisealloranyoftheirrightstovoteattheAGMandatanyadjournment
thereof.AshareholdermayappointmorethanoneproxyinrelationtotheAGM,providedthateachproxyisappointed
toexercisetherightsattachedtoadifferentshareorsharesheldbythatshareholder.AFormofProxywhichmaybe
usedtomakesuchappointmentandgiveproxyinstructionsaccompaniesthisnotice.Tobevalid,yourFormofProxy
mustbereceivednolaterthan10a.m.on8November2022(or,ifthemeetingisadjourned,48hours(excludingnon-
workingdays)beforethetimefixedfortheadjournedmeeting).YoumayreturnyourFormofProxyusingthepre-paid
envelopeprovidedordeliveredbypostorbyhand(duringnormalbusinesshours)toComputershareInvestorServices
PLC,ThePavilions,BridgwaterRoad,Bristol,BS996ZY.AmendedinstructionsmustalsobereceivedbyComputershare
bythedeadlineforreceiptofFormsofProxy.

Inthecaseofjointholders,wheremorethanoneofthejointholderspurportstoappointaproxy,onlytheappointment
submittedbythemostseniorholderwillbeaccepted.Seniorityisdeterminedbytheorderinwhichthenamesofthe
jointholdersappearintheCompany’sRegisterofMembersinrespectofthejointholding(thefirst-namedbeingthe
mostsenior).
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Appointment of proxy online
Aproxymaybesubmittedelectronicallyusingwww.investorcentre.co.uk/eproxy.Memberscanusethisservicetovote
orappointaproxyon-line.Thesamevotingdeadlineof48hoursbeforethetimingoftheMeetingappliesasifyouwere
usingapersonalisedproxyformtovoteorappointaproxybyposttovoteforyou.YouwillneedyourControlNumber,
ShareholderReferenceNumber(SRN)&PINwhichcanbefoundonyourFormofProxyoremailnotice.

CREST members
CRESTmemberswhowishtoappointaproxyorproxiesthroughtheCRESTelectronicproxyappointmentservicemay
dosoforthemeetingandanyadjournment(s)thereofbyusingtheproceduresdescribedintheCRESTManual.CREST
personalmembersorotherCRESTsponsoredmembers,andthoseCRESTmemberswhohaveappointedavoting
service provider(s), should refer to their CREST sponsor or voting service provider(s), who will be able to take the
appropriateactionontheirbehalf.

Inorder foraproxyappointmentor instructionmadeusing theCRESTservice tobe valid, theappropriateCREST
message(a“CRESTProxy Instruction”)mustbeproperlyauthenticated inaccordancewithEuroclearUK&Ireland
Limited’sspecificationsandmustcontainthe informationrequiredforsuchinstruction,asdescribed intheCREST
Manual(availableviawww.euroclear.com/CREST).Themessage,regardlessofwhetheritconstitutestheappointment
ofaproxy,orisanamendmenttotheinstructiongiventoapreviouslyappointedproxymust,inordertobevalid,be
transmittedsoastobereceivedbytheissuer’sagent,ComputershareInvestorServicesPLC(ID3RA50),bythelatest
time(s)forreceiptofproxyappointmentsspecifiedabove.Forthispurpose,thetimeofreceiptwillbetakentobethe
time(asdeterminedbythetimestampappliedtothemessagebytheCRESTApplicationHost)fromwhichtheissuer’s
agentisabletoretrievethemessagebyenquirytoCRESTinthemannerprescribedbyCREST.Afterthistime,any
changeofinstructionstoproxiesappointedthroughCRESTshouldbecommunicatedtotheappointeethroughother
means.

CRESTmembersand,whereapplicable,theirCRESTsponsorsorvotingserviceprovidersshouldnotethatEuroclear
UK& IrelandLimiteddoesnotmakeavailablespecialprocedures inCREST foranyparticularmessages.Normal
system timings and limitations will therefore apply in relation to the input of CREST Proxy Instructions. It is the
responsibilityoftheCRESTmemberconcernedtotake(or, iftheCRESTmemberisaCRESTpersonalmemberor
sponsoredmemberorhasappointedavotingserviceprovider(s),toprocurethathisCRESTsponsororvotingservice
provider(s)take(s))suchactionasshallbenecessarytoensurethatamessageistransmittedbymeansoftheCREST
systembyanyparticulartime.Inthisconnection,CRESTmembersand,whereapplicable,theirCRESTsponsorsor
voting service providers are referred, in particular, to those sections of the CREST Manual concerning practical
limitationsoftheCRESTsystemandtimings(www.euroclear.com/CREST).

TheCompanymaytreatasinvalidaCRESTProxyInstructioninthecircumstancessetoutinRegulation35(5)(a)ofthe
UncertificatedSecuritiesRegulations2001(asamended).

Corporate Representatives
Anycorporationwhichisamembercanappointoneormorecorporaterepresentativeswhomayexerciseonitsbehalf
allofitspowersasamemberprovidedthattheydonotdosoinrelationtothesameOrdinaryShares.

Asking questions in advance of the AGM
Exceptasprovidedabove,shareholderswhohavegeneralqueriesaboutthemeetingshouldcontacttheCompany’s
Registrar,Computershare,at:www.investorcentre.co.uk/contactusorbytelephoneon

+44(0)3707071874ortheCompanySecretaryattheRegisteredOfficeaddress.

Youmaynotuseanyelectronicaddressprovidedeitherinthisnoticeoranyrelateddocuments(includingtheChair’s
letterandFormofProxy),tocommunicatewiththeCompanyforanypurposesotherthanthoseexpresslystated.

Shareholders may submit questions to the Board in advance of the AGM by emailing such questions to
cosec@hanwayadvisory.com.
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Nominated Persons
If youareapersonwhohasbeennominatedunderSection146of theAct toenjoy information rights (Nominated
Person):

• youmayhavearightunderanagreementbetweenyouandthememberoftheCompanywhohasnominatedyou
tohaveInformationRights(RelevantMember)tobeappointedortohavesomeoneelseappointedasaproxyfor
theMeeting;

• ifyoueitherdonothavesucharightorifyouhavesucharightbutdonotwishtoexerciseit,youmayhavearight
underanagreementbetweenyouandtheRelevantMembertogiveinstructionstotheRelevantMemberasto
exerciseofvotingrights;and

• yourmainpointofcontactintermsofyourinvestmentintheCompanyremainstheRelevantMember(or,perhaps,
yourcustodianorbroker)andyoushouldcontinuetocontactthem(andnottheCompany)regardinganychanges
orqueriesrelatingtoyourpersonaldetailsandyourinterestintheCompany(includinganyadministrativematters).
TheonlyexceptiontothisiswheretheCompanyexpresslyrequestsaresponsefromyou.

Website publication of audit concerns
PursuanttoChapter5ofPart16oftheAct(Sections527to531),whererequestedbyamemberormembershavinga
righttovoteattheMeetingandholdingatleast5%oftotalvotingrightsoftheCompany,oratleast100membershaving
arighttovoteattheMeetingandholding,onaverage,atleast£100ofpaidupsharecapital,theCompanymustpublish
onitswebsiteastatementsettingoutanymatterthatsuchmembersproposetoraiseattheMeetingrelatingtoaudit
oftheCompany’saccounts(includingtheAuditor’sReportandtheconductoftheaudit)thataretobelaidbeforethe
Meeting.Therequest:

maybe inhardcopy formsignedby themember,stating the fullmembers’nameandaddressand issent to the
CompanySecretary,HanwayAdvisoryLimited,1KingWilliamStreet,London,EC4N7AForinelectronicformstating
themember’sfullname,address,andshareholderreferenceandissenttocosec@hanwayadvisory.comstating“AGM”
inthesubjectfield;

• mustidentifythestatementtowhichitrelates,eithersetoutthestatementinfullor,ifsupportingastatementsent
byanothermember,clearlyidentifythestatementwhichisbeingsupported;

• mustbeauthenticatedbythepersonorpersonsmakingit;and

• mustbereceivedbytheCompanyatleastoneweekbeforetheMeeting.

WheretheCompanyisrequiredtopublishsuchastatementonitswebsite,itmaynotrequirethemembersmakingthe
requesttopayanyexpensesincurredbytheCompanyincomplyingwiththerequest,itmustforwardthestatementto
theCompany’sAuditorno later than the time thestatement ismadeavailableon theCompany’swebsiteand the
statementmaybedealtwithaspartofthebusinessoftheMeeting.

Total Voting Rights
Asat22September2022(beingthelastpracticabledaypriortothepublicationofthisnotice),theCompany’sissued
sharecapitalconsistedof80,500,000OrdinarySharesof£0.01each.TheCompanydoesnotholdanysharesintreasury.
Therefore,thetotalvotingrightsintheCompanyasat22September2022(beingthelatestpracticabledatepriortothe
publicationofthisnotice)are80,500,000OrdinaryShares.

Website
A copy of this notice, and other information required by section 311A of the Act, can be found at:
https://www.alternativeincomereit.com/.

Inspection of documents
ThefollowingdocumentswillbeavailableforinspectionattheCompany’sRegisteredOfficefromthedateofthisnotice
duringusualbusinesshoursonanyweekday(Saturdays,Sundaysandbankholidaysexcluded)untilthedateofthe
meetingandalsoonthedateandatthelocationofthemeetingfrom15minutesbeforetheAGMuntilitends:

• copiesoflettersofappointmentofthenon-executiveDirectors;

• copiesofthearticlesofassociation;and

• registerofdirectors’interests.
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