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Executive Summary  
 

1.   Purpose  
 

1.1      The Joint Governance Committee requested, at its meeting of the 30th 
January 2018, a report detailing how the Council was managing risk in the 
acquisition of property. 

 
1.2     The report also briefs Members on the implications of the changes to both 

the regulatory framework and the associated guidance. 
 

 

2.  Recommendations 
 

2.1     The Joint Governance Committee is recommended to note the approach to 
investing in property and the implications of the new prudential code and 
regulatory framework 

 
 

3. Context 
 

3.1 Councils are under increasing financial pressure from falling government 
funding. Adur and Worthing Councils have seen income from Government 
grants fall dramatically over the past few years whilst addressing a number of 
unavoidable cost pressures. Consequently the Councils have had to make 
significant annual budget reductions to balance the budget: 

 



 

 Adur 
£m 

Worthing 
£m 

2014/15 0.6 1.4 

2015/16 0.5 0.9 

2016/17 1.2 1.6 

2017/18 1.1 1.7 

2018/19 1.4 2.0 

Total saving made 4.8 7.6 
 

3.2 In response to the unprecedented financial pressures that all Councils are 
addressing, a number of new initiatives have been developed across the 
sector including: 

 
● Partnership working 
● Asset rationalisation 
● Locally initiated reorganisation e.g Cornwall 
● Commercialisation  
● Business and digital transformation 

 

3.3 More recently, as part of the commercialisation agenda, many Councils have 
been investing in commercial property to provide sustainable income 
streams. This can either be directly via the purchase or development of 
property or indirectly via investment in property funds.  

 
3.4 Councils have owned commercial property for decades which was built or 

acquired in the past to support the development of the local economy. The 
more recent change has been the decision to acquire property to produce 
sustainable income streams for the future and thereby protect core services. 

 
3.5 The attractiveness of this as an option for Councils is in part due to the low 

borrowing rates that Councils can access, but also due to the unique 
regulatory framework that Councils operate in. Unlike the private sector, any 
fall in the value of the property due to market changes is not a cost to the 
revenue budget. The principal risk to the revenue budget will be lost rental 
income and potential liability for business rates due to void properties. 

 
3.6 Over the past few years there has been significant financial activity in this 

area by some Councils. Examples of significant property transactions by 
Local Government include: 

 
● Canterbury City Council’s acquisition of a 50% stake in Whitefriars from 

the Canada Pension Plan Investment Board for £79m; 
● Merseyway shopping centre, which was bought by the Stockport Council 

for £80m.  
● Northumberland County Council bought Manor Walks in Cramlington for 



£78m. 
 
3.7 HM Treasury has become increasingly concerned about the scale of 

commercial property acquisition backed by borrowing by some Councils. The 
concerns are twofold: firstly,  the impact on the Public Sector Borrowing 
Requirement of such extensive borrowing activity; and secondly the level of 
risk that Councils may be exposed to. MHCLG have recently issued revised 
investment guidance and new guidance about the need to set aside for the 
repayment of debt within the annual budget (Minimum Revenue Provision). 
This has been mirrored by a new Prudential Code issued by the Chartered 
Institute of Public Finance and Accountancy. 

 
4. Legislative and regulatory framework 
 
4.1 The Local Government Act 2003 (section 16) defines capital expenditure as 

expenditure which falls to be capitalised in accordance with proper practices. 
The Local Authority Accounting Code of Practice 2017/18 specifies that this 
includes the acquisition of property, plant and equipment. Consequently, the 
purchase of commercial property is statutorily defined as capital expenditure. 

 
4.2 The Council has the statutory ability to borrow, again this is detailed in the 

Local Government Act 2003. Such borrowing can be used to finance the 
capital programme. 

 
4.3 The Council has historically been prohibited from borrowing solely to make a 

profit through investments. This was detailed within the Investment Guidance 
which Councils must adhere to. 

 
4.4       Minimum Revenue Provision (MRP) 
 
4.4.1    The Council must set aside a specific sum each year from the annual revenue 

budget for the repayment of General Fund debt. This is known at the 
Minimum Revenue Provision and is a requirement of the Secretary of State 
which is issued under section 21(1A) of the Local Government Act 2003. This 
is held on the balance sheet pending the repayment of debt. 

 
4.4.2     Council’s have been obliged to set aside sums from the revenue budget for 

the repayments of debt for some time. The amount that the Councils set 
aside has to be calculated on a prudent basis and the policy governing the 
calculation of the MRP must be approved annually by Council. Adur and 
Worthing Councils’ current policies are detailed in the Joint Treasury 
Management Strategy Statement and Annual Investment Strategy 2018/19 to 
2020/21. The policies are approved by the Councils in February of each year. 

 
4.4.3     The Councils’ current policies specify that: 

 
i)    The Councils will use an annuity calculation to assess the amount of 

MRP to be set aside each year. 
ii)    MRP relating to built assets under construction will be set aside once 

the asset is completed. 
iii)   For loans made to RSL’s for housing purposes, the MRP set aside will 



mirror the repayments of the debt. 
 
 

 4.4.4 The Government has recently issued revised guidance on the Minimum 
Revenue Provision. This details the methods that can be used to calculate 
the MRP and the maximum asset lives that can be used. For borrowing that 
is not supported through government grant, Councils have the freedom  to 
choose from two different methods: 

 
i) Annuity method 
ii) Depreciation method 
 

The new guidance specifies the maximum life that can be used which 
depends on the class of asset. 

 
4.4.5 Implications for commercial property 

 
Previously, the guidance permitted Councils not to set aside funds for the 
repayment of debt associated with investment properties. This was the case 
where Councils had opted to use the depreciation method for calculating the 
MRP. Depreciation is not generally charged on investment properties which 
meant that these Councils could opt not to make MRP provision for any 
commercial property purchased. 
 
This loophole has now been closed, although Adur and Worthing Councils 
never exploited this gap in the guidance having opted to use the annuity 
method. 
 
The recent statutory guidance issued by MHCLG has strengthened this 
requirement and clarified the position with respect to investment properties 
(commercial property investments). Councils must provide for the repayment 
of debt over the lifetime of the investment property, and the maximum life that 
may be used is 50 years.  
 
Whilst the new guidance is applicable from the 1st April 2019, the Councils 
currently fully complied with this revised guidance from 1st April 2018. 

 
4.5 Investment Guidance 
 
4.5.1 The Government has published a new statutory guidance on local 

government investments. The new edition applies in England only and for 
accounting periods starting on or after 1st April 2018. This is statutory 
guidance issued by the Secretary of State under section 15(1)(a) of the Local 
Government Act 2003.  

 
4.5.2 The guidance was published in February 2018. Consequently the additional 

disclosures now required do not need to be included in the 2018-19 Annual 
Investment Strategy if it is not practical or cost effective to do so. Councils 
have the flexibility to include the additional disclosures in full in the first 
Strategy presented to full Council after 1st April 2018.  

 



 
 
 
4.5.3 The changes made to the Guidance reflect changes in patterns of local 

authority behaviour. Some Councils are investing in non-financial assets, with 
the primary aim of generating profit to support front-line services. Others are 
entering into very long term investments or providing loans to local 
enterprises or third sector entities as part of regeneration or economic growth 
projects that are in line with their wider role for regeneration and place 
making.  

 
4.5.4 In addition, the National Audit Office and the Public Accounts Committee 

have raised a number of concerns about local authority behaviour that this 
guidance aims to address. These are: 

 
● Local authorities are exposing themselves to too much financial risk 

through borrowing and investment decisions; 
● There is not enough transparency to understand the exposure that 

local authorities have as a result of borrowing and investment 
decisions; and 

● Members do not always have sufficient expertise to understand the 
complex transactions that they have ultimate responsibility for 
approving. 

 
4.5.5 Consequently, the definition of an investment has now been extended to 

cover all of the financial assets of a local authority (including lending) as well 
as other non-financial assets that the organisation holds primarily or partially 
to generate a profit; for example, investment property portfolios. This 
excludes loans made for housing purposes to Registered Social Landlords 
where the Councils have specific powers to make such loans (Section 24 of 
the Local Government Act 1988) 

 
4.5.6 As part of the guidance, the Councils are required to have least one 

Investment Strategy (“the Strategy”). This Strategy should meet all the 
disclosures and reporting requirements specified in this guidance. For Adur 
and Worthing Councils, there will be two separate elements to the Strategy: 

 
i) The annual treasury management investment strategy which covers 

all cash investments 
ii) The annual property investment strategy which covers the Council 

approaches to investing in property 
 

The annual Treasury Management Investment Strategy was approved by the 
Councils in February 2018.  
 
The annual property investment strategy has been drafted and, pending 
member consultation, is due to be considered by the Joint Strategic 
Committee in July 2018 and approved by the respective Councils later on in 
the same month.. 
 
 



4.5.7 Borrowing in advance of need 
 
The guidance emphasises that Councils must not borrow more than or in 
advance of their needs purely in order to profit from the investment of the 
extra sums borrowed. As the definition of investment has now been extended 
to include investment properties, this prohibition would also apply to 
borrowing to fund investments in commercial property. 
 
However, in recognition of the need for Councils to undertake such borrowing 
in the current financial climate, the guidance allows that Councils can choose 
to disregard the Prudential Code and this Guidance in this respect provided 
that the Investment Strategy explains: 
 
● Why the local authority has decided not to have regard to this Guidance or 

to the Prudential Code in this instance; and 
 

● The local authority’s policies in investing the money borrowed, including 
management of the risks, for example, of not achieving the desired profit 
or borrowing costs increasing. 

 
4.6 Prudential Code 
 
4.6.1 The Prudential Code plays a key role in capital finance in local authorities. 

Local authorities determine their own programmes for capital investment that 
are central to the delivery of quality public services. The Prudential Code was 
developed by CIPFA, the Chartered Institute of Public Finance and 
Accountancy, as a professional code of practice to support local authorities in 
taking their decisions. The objectives of the Code are to ensure that the 
capital expenditure plans of local authorities are affordable, prudent and 
sustainable and in full understanding of the risks involved and how to 
manage those risks.  Local authorities are required by regulation to have 
regard to the Prudential Code when carrying out their duties in England and 
Wales under Part 1 of the Local Government Act 2003 

 
4.6.2 The Prudential Code has recently been updated in line with the updates to 

the Investment Guidance. This now introduces the need to produce an 
annual capital strategy. Whilst the council has produced a capital strategy for 
many years, this must now be expanded to include consideration of capital 
expenditure; investments and liabilities; and treasury management. The 
intention is to bring together not only the capital expenditure policy and plans, 
but to include financing considerations in one comprehensive document. New 
sections will include: 

 
● Debt and borrowing and treasury management including: 

○ A projection of external debt and use of internal borrowing to 
support capital expenditure  

○ Provision for the repayment of debt over the life of the underlying 
debt. 

○  Authorised limit and operational boundary for the following year 
(see below). 

○  The authority’s approach to treasury management including 
processes, due diligence and defining the authority’s risk appetite. 



● Commercial activity 
  

The Council’s approach to commercial investment activities including 
processes ensuring effective due diligence and defining the authority’s 
risk appetite in respect of these, including proportionality in respect of 
overall resources. Requirements for independent and expert advice 
and scrutiny arrangements. 

 
● Other long-term liabilities 

  

An overview of the governance process for approval, monitoring and 
ongoing risk management of any other financial guarantees and other 
long-term liabilities. 

 
● Knowledge and skills 

  
A summary of the knowledge and skills available to the authority and 
confirmation that these are commensurate with the authority’s risk 
appetite. 

 
4.6.3 The new capital programme will be presented to the Joint Strategic 

Committee in July for approval. 
 
5. Approach to Property investment 

 

5.1 To ensure that the Council adopts a prudent approach to property investment 
the Council has updated the investment strategy. Extracts from the draft are 
attached at Appendix 1. The full strategy and management document is due 
to be considered by the Joint Strategic Committee in July. 

 
5.2 In addition, prior to acquiring any individual purchase, each opportunity is 

subject to a detailed analysis and risk appraisal which considers the 
following: 

● Location 
● Occupation 
● Strategic fit 

 
The full scoring matrix is attached at Appendix 2 with the scoring guide at 
Appendix 3. 

 
5.3 The purpose of both the investment strategy and the acquisition assessment 

is to ensure that the Councils properly address issues regarding the security 
of the investment and status of the tenant (Security), to ensure that within the 
context of property investment - that the property is attractive and marketable 
for the future (Liquidity),  and that the focus is on returns that are appropriate 
for the level of risk being assumed (Yield). 

 
5.4 As part of the development of the Property Investment Strategy, the Councils 

must not only address issues of investment risk at the point of purchase, but 
also issues of emerging financial risks for owned property over the time the 
property remains in the ownership of the Council. These financial risks are as 
follows: 



i)    Void rental periods - The Council may face periods of time when 
there may be no income from the properties purchased. There are 
several reasons why this will occur including vacancy, negotiated 
rent free periods for new tenants, and negotiated rent free period on 
lease renewals.  

 
ii)   The need to invest in the property portfolio to maintain or improve 

rental yield 
 

To manage these first two risks, the Property Investment Strategy 
will recommend that the Council sets aside annually 20% of rental 
income. Within the Councils’ budgets an annual budget will be 
created which can be set aside each year to manage these risks 
over time. This has been included in our Medium Term Financial 
Plan. Over the next 4 years this will be built up so that it is 
equivalent to 20% of the rental yield from the properties. 
 

ii)    Refinancing risk 
This refers to the risk of increasing interest rate cost when the an 
existing loan is repaid. To mitigate this risk, the council is opting to 
finance these purchase with long term loans of up to 30 years. 

 
iv)   Market value risk  

This refers to the risk of the value of the property falls. The cost of 
any fall in value will never be charged to the revenue budget under 
our statutory accounting arrangements. However, to ensure that the 
value of properties will exceed the cost of borrowing upon disposal, 
the Council will ensure that an element of the debt associated with 
the property is repaid each year and will seek to dispose of any 
property at the most appropriate point in time. 

 
The Property Investment Strategy will detail a policy for risk management 
and owned property fund management, as required by the legislative 
framework. 

 
6. Engagement and Communication 
 
6.1 The report has been discussed and shared with relevant officers and 

members. 
 
7. Financial Implications 

 

7.1 The Councils’ approved budget strategy recommended the investment in 
good quality commercial property to produce additional income for the 
Councils for the future. This was part of a combined strategy to ensure that 
the Council would meet the financial challenges ahead with a mix of: 

 
● Investment in commercial property; 
● Generation of additional income from existing commercial activities 

each year; 
● Investment in a new digital and customer strategy to generate 

business efficiencies; 



 
7.2 With this in mind, the Councils have released significant capital funding over 

the 5 year period to 2020/21.  
 

Strategic Property Investment Fund    

 2016/17 2017/18 2018/19 2019/20 2020/21 Total 

 Actual Actual Budget Budget Budget  

 £ £ £ £ £ £ 

Adur 0 11,579,360 38,420,640 25,000,000 25,000,000 100,000,000 

Worthing 3,222,082 9,464,254 45,000,000 25,000,000 25,000,000 107,686,337 

       

 
However, in light of the new prudential code, the JSC will be asked to 
consider the maximum level of borrowing on this type of activity that will then 
be recommended to Council to approve. 

 
7.3 It is expected that overall the income generated via the developing portfolio 

will contribute a significant percentage of the savings required over the next 5 
years as follows: 

 
 
Adur: 

2018/19 
£'000 

2019/20
£'000 

2020/21
£'000 

2021/22
£'000 

2022/23
£'000 

Annual shortfall 1,333 643 1,226 215 420 

Net additional income per year from 
property investment (after borrowing 
costs and provision for void rentals) 

493 200 250 200 150 

Additional income as a percentage of 
the savings target 

36.98% 31.10% 20.39% 93.02% 35.71% 

Worthing:      

Annual shortfall 1,853 1,257 1,825 707 830 

Net additional income per year from 
property investment (after borrowing 
costs and provision for void rentals) 

420 260 208 217 160 

Additional income as a percentage of 
the savings target 

22.67% 20.68% 11.40% 30.69% 19.28% 

      

Amount of capital investment required 
to make income target per Council per 
year 

£15m - 
£20m 

£10m - 
£15m 

£10m - 
£15m 

£10m - 
£15m 

£10m - 
£15m 

      

: 



8. Legal Implications 
 

8.1 Part 1 of the Local Government Act 2003 sets out the framework for capital 
finance and expenditure and the Local Government (Capital Finance and 
Accounting) (England) Regulations 2003 include more detailed requirements. 

 
8.2 Section 111 of the Local Government Act 1972 allows the Councils to do 

anything which is intended to facilitate or is conducive to or ancillary to any of 
its functions. 

 
8.3 Section 1 Localism Act 2011 provides for the general power of competence 

and empowers Local Authorities to do anything which generally individuals 
may do, in the UK or otherwise, for a commercial purpose or otherwise and 
for, or otherwise than for, the benefit of the authority, its area or persons 
resident or present in its area. 

 
8.4 Paragraph 3.14.3 of the Councils’ Scheme of Officer Delegations give 

authority to the Head of Place and Investment to acquire land in connection 
with the Council’s functions, in consultation with the Leader and Executive 
Member for Resources and the Chief Financial Officer. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
Background Papers: 
 

● Building the Councils’ Investment Portfolios: An update and future direction for 
Strategic Investment Fund - Report to the Joint Strategic Committee dated 11th 
July 2017 

● Budget strategy as approved by Council following the report to the Joint Strategic 
Committee titled ‘Towards a Sustainable Future - Budget Strategy for the 
2018/19 Budget’ on the 11th July 2017 

● Capital strategy which was approved by Council following the report to the Joint 
Strategic Committee titled ‘Investing in Service Delivery - Capital Strategy 
2018/19 - 2020/21’ on the 11th July 2017 

● Joint Treasury Management Strategy Statement and Annual Investment Strategy 
2018/19 to 2020/21, Adur District Council and Worthing Borough Council - 
Report to the Joint Strategic Committee dated 1st February 2018 

● Statutory Guidance on the Minimum Revenue Provision (MRP) (England) 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/atta
chment_data/file/678868/Statutory_guidance_on_minimum_revenue_provision.p
df 

● Statutory Guidance on Local Government Investments 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/atta
chment_data/file/678866/Guidance_on_local_government_investments.pdf 

● The Prudential Code for Capital Finance in Local Government - 2017 edition by 
the Chartered Institute of Public Finance and Accountancy (CIPFA) 

 
Officer Contact Details:- 
 
Sarah Gobey 
Chief Financial Officer 
01903 221221 
sarah.gobey@adur-worthing.gov.uk  
  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/678868/Statutory_guidance_on_minimum_revenue_provision.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/678868/Statutory_guidance_on_minimum_revenue_provision.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/678868/Statutory_guidance_on_minimum_revenue_provision.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/678866/Guidance_on_local_government_investments.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/678866/Guidance_on_local_government_investments.pdf
mailto:sarah.gobey@adur-worthing.gov.uk


Sustainability & Risk Assessment 
 
1. Economic 

 
Where suitable opportunities exist, the Council will invest locally to support the 
development of the economy. 

 
2. Social 
 
2.1 Social Value 

 
The income generated via the property portfolio will be used to protect front-line             
services in the longer term. 

 
2.2 Equality Issues 

 
Matter considered and no issues identified. 

 
2.3 Community Safety Issues (Section 17) 

 
Matter considered and no issues identified. 

 
2.4 Human Rights Issues 

 
Matter considered and no issues identified. 
 

 
3. Environmental 

 
Matter considered and no issues identified. 

 
 
4. Governance 

 
The investment in property is a key part of the Councils agreed budget strategy 
 
The report outlines the governance arrangements for the investment in property           
for the future. This includes details of how risk will be managed when acquiring              
and managing the Property Investment Fund. 

  



  
  

 Appendix 1 
  
  
  
  
  

 
THE PROPERTY INVESTMENT 
PORTFOLIO STRATEGY AND 
MANAGEMENT DOCUMENT 

(Working draft) 
  
  
  
  
  
  
  
  
  
  
  
  
  
  



SECTION 1 – The Property Investment Strategy (working draft) 
 
1.   Objectives 

 
The key objective:- 
 

“To adopt a structured and measured approach to property income          
generation, pro-actively managing the risk inherent to investment, creating         
a balanced portfolio delivering long term sustainable income, for the          
purpose of supporting the continued provision of Council Services.” 

 
This key objective will be delivered through the application of the following            
principles: - 

 
❖ To invest in commercial property to generate a sustainable income, with clear            

margins exceeding the cost of capital and borrowing. The cost of such            
acquisition are to be funded through borrowing. 

  
❖ To build financial resilience through the creation of a diverse portfolio to            

balance risk and return. 
  

❖ To acquire established commercial properties generating an immediate        
stable income and preserve capital (notwithstanding market changes). 

  
❖ Supporting economic growth within the District and Borough, where suitable          

opportunities arise, provided the return covers the costs of an associated           
financing. 

  
❖ Re-evaluate the existing property portfolio to maximise the financial benefit. 

  
❖ Retain the existing property portfolio, where appropriate to maximise long          

term revenue generation. 
 
2.        Fund Policy 
  

❖ Retain existing assets where appropriate, to generate income, investing         
where necessary to enhance returns. 

 
❖ Review the benefits of an investment vehicle, such as a holding company, to             

retain acquired assets. 
 

❖ Capital receipts from the sale of Strategic Investment Fund (SIF), or other            
council properties, to be considered for: - 

  
i) Reinvestment in SIF, to sustain income generation and maximise         

opportunities 
ii) Repayment of capital borrowing to improve the return on existing          

assets. 
  
❖ Allocation of new purchases between Adur and Worthing Portfolios, to be           

recommended in consideration of fund diversification risk management. 
 

❖ We will not engage with occupiers who may present a significant unmitigated            
reputational risk. 

 



3.    Financial Resilience  
 

We will always undertake thorough due diligence to ensure risks associated with            
any proposed acquisition are understood and mitigated. 
 

The following table details a series of guiding principles, intended to assist decisions             
to create a balanced portfolio, by providing a basis to manage risk through             
diversification. 
 

Risk Diversification  

Geographical 
Diversification 

Maximum of 30% of    
the Target Fund   
size is invested in    
any single town. 

Given the relatively small size of the funds, initially         
concentrating on outer London and the wider South        
East area, with consideration given to wider       
geographical diversification, as the funds grow and       
approach their target sizes. 

Asset 
Class/Sector 
Mix 

Industrial/ 
Warehouses 25% 

To ensure a spread of risks, acquisition across office,         
retail and industrial sectors. At the outset, the portfolios         
will be heavily weighted into certain sectors and classes,         
driven by opportunities and market performance. It is        
expected weightings will progress towards targets as       
the portfolio matures in the longer term. 

Offices 30% 

Retail 20% 

Alternatives 25%  
(e.g. car parking) 

Average 
Property Size 

Guide Size  
c.£5-15m 

Assuming a combined fund size of £150M, this will         
support a spread of investments. Acquisition outside       
the guide sizes will be considered where they offer a          
good return, support diversity within the portfolios, do        
not create over exposure to a large single tenant/asset. 

Leases 
Expiring 
within 5 years 

Maximum 30% Spread and diversity sought in future lease expiries        
across acquisitions to protect revenue streams 

Target Return A return exceeding   
the cost of   
borrowing 

Initial return exceeding the cost of borrowing, preferably        
by 2%. Lower returns considered if there is a viable          
business case/portfolio fit. 

Target Fund 
Size 
  

£150m (£75m per   
Council) 

In order to make a meaningful contribution to the         
financial challenge, the Councils have agreed to build a         
portfolio that will generate an initial yield of at least 5%. 

Expenditure 
Allowance 

20% of the rental    
income 

Held in a fund to support future management costs and          
Capital Expenditure for the portfolio, such as lost        
income through void periods, maintenance,     
refurbishment. Surplus income will be set aside into a         
revenue account and capacity within the annual revenue        
budget to support this will be built over the next 3 - 5             
financial years. 

      

It is important to acknowledge that the above principles are ongoing long term              
objectives and attaining balance will progress as the fund matures. 



 
 
SECTION 1 – The Investment Strategy 
 
4.    Fund Structure 

 
Commercial property investments can be divided into different segments, based          
upon their position at differing points on the risk v return spectrum. 

  
 
The following guideline Fund Structure is the basis of investment, adopting a            
prudent, income focused, strategy: - 
 

  %   

Core  50% 
(+/-10%) 

Modern, or extensively refurbished buildings,     
fully let on long leases to good covenant tenants         
in major core markets. 

Core plus  30% 
(+/-20%) 

Single or multi-let buildings, with various lease        
lengths and tenant covenant. Opportunity to add       
value. 

Value Add Max 15%  
Higher risk assets that can be re-purposed to        
generate income. Opportunistic Max 5% 

      

  
  
  
  
  
  
  
  
  



SECTION 1 – The Investment Strategy 
 
5.        Purchase Guidelines 
  

❖ Target area UK wide, with focus upon the South East. 
  

❖ Commercial real estate. 
  

❖ Freehold, or long leasehold nominal rent purchases. 
  

❖ Income producing properties, leased on conventional terms, secured against         
good covenant tenants. 

  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  



SECTION 2 – Investment Portfolio Management 
 
6.    Annual Review 

 
To monitor performance and ensure proactive risk and opportunity management,          
the Annual Review will consider: - 
 
Portfolio 
 

❖ Market update on activity and forecasts to identify any re-purposing of any            
asset(s) 

  
❖ Review of the current investment strategy 

  
❖ An external market valuation of the portfolio to monitor and benchmark           

performance, meeting financial requirements. 
  

❖ An updated three year cash flow forecast 
  

❖ An update of three year capital expenditure forecast 
  

❖ A review of retain, sale, repurpose or re-gear of each asset 
  

❖ Review of the previous year performance including any (Key Performance          
Indicators) KPIs 

  
❖ Review of the underlying life cycle of the asset and refurbishment           

expectations. 
  

  
Asset Management 

  
Report to include: - 

  
❖ Rent collection rates, arrears, service charge reconciliations. 

  
❖ Advise on all critical lease matters including rent reviews, lease renewals,           

lease breaks, re-gearing opportunities. 
  

❖ Dilapidations, health and safety, insurance claims. 
  

❖ Capital expenditure over the preceding 12 month period. 
 
  



Appendix 2 
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