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Pinnacle Residential Fund

Manager's Report
For the six months ended 30 September 2022

Manager's Responsibilities

The Manager's responsibilities are set out on page 4.

The Trust Structure

Investment Objective and Policy

Principal Activity

Net Asset Value

The Manager presents its interim report and unaudited consolidated financial statements of Pinnacle Residential Fund (the "Fund")* for

the six months ended 30 September 2022.

The Fund is a Guernsey domiciled open-ended unit trust constituted under a Trust Instrument made between D&G Investment

Management Limited as the Manager and Kleinwort Benson (Guernsey) Limited as the Trustee and dated 18 January 2007. On 24

September 2019, a Supplemental Trust Instrument was made between Pinnacle Investment Management Limited (formerly D&G

Investment Management Limited) as the Manager and Vistra Fund Services (Guernsey) Limited as the new Trustee. Pursuant to the

Supplemental Trust instrument and revised Scheme Particulars dated 1 June 2021, the Fund was changed from a Discretionary Trust

to a Baker Trust. The Fund was authorised by the Guernsey Financial Services Commission on 28 December 2006 as a Class B

Scheme, under The Authorised Collective Investment Schemes (Class B) Rules and Guidance, 2021 and the Protection of Investors

(Bailiwick of Guernsey) Law, 2020.

On 26 February 2020, pursuant to the Limited Partnership Agreement, PRF (Guernsey) Ltd (the 'General Partner') and the Trustee

established a Limited Partnership under the name of PRF (Guernsey) LP (the 'Partnership'), registered as a limited partnership in

Guernsey under the Limited Partnerships (Guernsey) Law, 1995. The General Partner is solely responsible for the conduct and

management of the business of the Partnership. The purpose of the Partnership is to carry on the business of an investment holding

vehicle in order to make and distribute value from investments. On 28 June 2021, pursuant to section 30(8)(a) of The Limited

Partnerships (Guernsey) Law, 1995, PRF (Guernsey) LP (the 'Partnership') was dissolved.

On 27 February 2020, pursuant to Section 6(2) of the Trusts (Guernsey) Law, 2007, the Manager and the Trustee established the PRF

Bedford Unit Trust ('Bedford Trust'). The objective of the Bedford Trust is to acquire, hold, lease, realise and deal in real estate in the

United Kingdom.

On 31 March 2022, pursuant to Section 6(2) of the Trusts (Guernsey) Law, 2007, the Manager and the Trustee established the PRF

Hayes Unit Trust ('Hayes Trust'). The objective of the Hayes Trust is to acquire, hold, lease, realise and deal in real estate in the United

Kingdom.

The Bedford Trust and the Hayes Trust together are referred as the 'Sub-Trusts' throughout the Consolidated Financial Statements.

The Fund was the sole limited partner and had invested in the Partnership, who in turn had invested in the units of Bedford Trust. After 

dissolution of the Partnership, the Fund has consequently 100% direct ownership of Bedford Trust, and Hayes Trust. The consolidated 

financial statements therefore consist of the Fund and the Sub-Trusts. The Fund and the Sub-Trusts are collectively referred to as the 

'Fund'.

All issued redeemable units have been admitted to the official listing of The International Stock Exchange ('TISE') since 9 February

2007.

*The Manager uses the terms "Fund" and "Trust" interchangeably throughout this document. The Manager acknowledges that the

terms may have different nuances but these distinctions are not relevant to Pinnacle Residential Fund.
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The International Financial Reporting Standards ('IFRS') net asset value of the Fund at 30 September 2022 was £6,119,809 (31 March

2022: £6,704,612), equating to a net asset value per unit of £0.13 (31 March 2022: £0.14). The IFRS net asset value has been

reconciled to the dealing net asset value as at 30 September 2022 in note 25.

The Fund aims to provide investors with an attractive, stable income return with good prospects for both income and capital growth.

This will strike a balance between total return and income return. 

The principal activity of the Fund is the acquisition and holding of a geographically diversified portfolio of residential assets on a

‘granular’ basis. The Fund will predominantly target existing residential assets in well-connected urban areas, where the pipeline of new

housing supply is significantly lower than the forecast population growth. 



Pinnacle Residential Fund

Manager's Report (continued)
For the six months ended 30 September 2022

Gains and Losses

Distribution Policy

Directors' fees of the Manager

Going Concern

Quentin Spicer John Whittle

Director Director

Pinnacle Investment Management Limited

Manager of Pinnacle Residential Fund

Date: 27 January 2023
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Approved by the Board of Directors of the Manager and signed on its behalf by:

The net loss for the Fund for the six months period ended 30 September 2022 was £572,112 (30 September 2021: £344,923).

In previous years, the Fund had applied to Her Majesty's Revenue and Customs ('HMRC') to be treated as a Reporting Fund, however

as of 1 June 2021, the Fund meets the conditions to be treated as a Non-Reporting Fund, owing to its transparent status for income tax

purposes. Whilst a Reporting Fund has obligations to HMRC, a Non-Reporting Fund has no obligations to HMRC for UK tax purposes.

The Fund has given notice to HMRC to withdraw from the Reporting Fund regime, such that the Reporting Fund regulations will cease

to apply to the Fund. On the basis the withdrawal is successful, the Fund is only required to report to the Fund's UK Unitholders for each 

reporting period either by post or electronically.

This is supported by the Fund’s ability to issue additional units; the refinancing of Bedford acquistion loan of £4.2M with Secure Trust

Bank with a higher facility of £4.8M, thereby releasing additional cash to meet short-term obligations of the Fund; and the acquisition of

a second cash generative property at Boleyn Court, Hayes.

The Trustee intends to distribute to Unitholders income after payment and provision for any Revenue Expenses and the deduction of

any Withholding Tax (if applicable). Distributions will generally be made as soon as practicable after the end of the Fund's financial year

which is 31 March in each year. Income distributions will be paid in compliance with the Class B Rules. No distribution shall bear

interest against the Fund.

The remuneration to the Directors of the Manager for the six months ended 30 September 2022 was £18,945 (30 September 2021:

£22,005). 

The consolidated financial statements have been prepared on a going concern basis. The Directors of the Manager have examined

significant areas of possible financial risk, in particular cash requirements and the ongoing obligations of the banking covenants.

After due consideration the Directors of the Manager believe that the Fund will have adequate resources to continue in operational

existence for a period of not less than twelve months from the date of approval of the consolidated financial statements, and as such it

is deemed appropriate to adopt the going concern basis in preparing the consolidated financial statements. 



Pinnacle Residential Fund

Statement of Manager's Responsibilities
For the six months ended 30 September 2022

•

•

Quentin Spicer John Whittle

Director Director

Date: 27 January 2023
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• provide additional disclosures when compliance with the specific requirements in IFRS is insufficient to enable users to understand

the impact of particular transactions, other events and conditions on the entity's financial position and financial performance; and

make an assessment of the Fund's ability to continue as a going concern.

Approved by the Board of Directors of the Manager and signed on its behalf by:

Pinnacle Investment Management Limited

Manager of Pinnacle Residential Fund

The Manager is responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial

position of the Fund, for safeguarding the assets of the Fund, for taking reasonable steps for the prevention and detection of fraud and

other irregularities, and for the preparation of a Manager's Report which complies with the requirements of The Authorised Collective

Investment Schemes (Class B) Rules and Guidance, 2021 made under The Protection of Investors (Bailiwick of Guernsey) Law, 2020.

The Manager is responsible for preparing the annual report and audited consolidated financial statements in accordance with The

Authorised Collective Investment Schemes (Class B) Rules and Guidance, 2021 made under The Protection of Investors (Bailiwick of

Guernsey) Law, 2020 and the Supplemental Trust Instrument. The Manager has chosen to prepare consolidated financial statements

for the Fund in accordance with IFRS as issued by IASB.

International Accounting Standard 1 requires that financial statements present fairly for each financial year the entity's financial

position, financial performance and cash flows. This requires the faithful representation of the effects of transactions, other events and

conditions in accordance with the definitions and recognition criteria for assets, liabilities, income and expenses set out in the

International Accounting Standards Board's 'Framework for the preparation and presentation of financial statements'. In virtually all

circumstances, a fair presentation will be achieved by compliance with all applicable IFRS. A fair presentation also requires the

Manager to:

consistently select and apply appropriate accounting policies;

• present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable

information;



Pinnacle Residential Fund

Investment Review
For the six months ended 30 September 2022

Pinnacle Investment Management Limited

Manager of Pinnacle Residential Fund

The last six months has seen the Fund, and its revised residential investment strategy, prove its defensive credentials in the face of

major macro-economic and geo-political headwinds. No longer exposed to the international investment market in the way that prime

central London property has been, our assets have remained relatively insulated, instead sitting within a strong UK rentals market.

The Fund has also been insulated from the sharp adverse movements in interest rate markets, having fixed our debt for three years

from Spring 2022 on acquisition of our Hayes asset. This action, including the refinancing of our Bedford asset, released equity to

undertake planned capital works on Hayes. When complete by late Spring, this will allow us to reposition rents more in line with the

market, on a higher quality asset, and benefit from the uplift provided by the close proximity to the Elizabeth Line, which opened in

November 2022.

Whilst the Fund has benefited from resilience at the asset level, it is not immune to wider impacts at a fund level. The macro-economic

headwinds of the recovery from the pandemic, characterised by record-high inflation of an increasingly domestic nature, as well as the

impacts of the war in Ukraine and relative political instability in the UK, have made inward investment in the UK and our ability to raise

funds a challenge.

Capital values have been impacted, perhaps unsurprisingly. Our adopted valuation basis uses investment valuations based on

capitalisation of income, with the key driver being the marketdetermined capital yield. This has expanded, reducing prices, though this

is from increasingly thin transaction volumes, rather than a large volume of transaction evidence. This is consistent with a temporary

market hiatus as vendors of new build or pre-let stock, who need to sell, adjust their price expectations. Set against this however,

supporting values, is the strong rental market and increased rents, fuelled by the structural mismatch in supply and demand and the

sharp increase in mortgage rates, impacting home ownership ambitions. An alternative approach using the open market (vacant

possession) basis would deliver higher valuations.

We will continue to assess our strategy and options in light of the current challenges faced.
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Pinnacle Residential Fund

Property Portfolio
As at 30 September 2022

Market    

Investment Properties Value

£

The Residence, Lurke Street, Bedford, MK40 3FJ 7,860,000           54.43%

Boleyn Court, Botwell Lane, Hayes, UB3 2BL 5,100,000           35.31%

12,960,000         89.74%

Cash 1,028,702           7.12%

Other assets 453,007              3.14%

Total assets 14,441,709         100.00%

Percentage of 

Total Assets 
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Pinnacle Residential Fund

Unaudited Consolidated Statement of Total Comprehensive Income
For the six months ended 30 September 2022

30 September 2022 30 September 2021

Notes £ £

Revenue 7 379,953 242,413

Property operating expenses 8 (45,426) (85,625)

Net rental income 334,527 156,788

Net realised loss on sale on investment properties 14 - (144,134)

Net unrealised loss on investment properties 12 (481,294) -

Net losses on investment properties (146,767) 12,654

Administrative expenses 9 (255,207)           (241,274)                

Operating loss (401,974) (228,620)

Finance income 10 235 2

Finance costs 11 (170,373) (116,305)

Net loss for the period (572,112)           (344,923)                

Other comprehensive income                        -                              -   

Total comprehensive loss for the period (572,112)           (344,923)                

Basic and diluted loss per unit 23 (1.17) pence (0.69) pence

The notes on pages 11 to 30 form an integral part of these unaudited consolidated interim financial statements.
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Pinnacle Residential Fund

Consolidated Statement of Financial Position
As at 30 September 2022

30 September 2022 31 March 2022

Unaudited Audited

Notes £ £

Non-current assets

Investment properties 12       12,960,000       13,397,000 

      12,960,000       13,397,000 
Current assets

Trade and other receivables 15            453,007            348,696 
Cash and cash equivalents 16         1,028,702            588,413 

        1,481,709            937,109 

Total assets       14,441,709       14,334,109 

Current liabilities

Borrowings 19                      -           4,200,000 
Trade and other payables 17            271,424            248,742 
Deferred revenue 18              86,121              43,545 
Loan interest due 19              69,605              42,460 

           427,150         4,534,747 

Non-current liabilities

Unit-based payments 21                4,750                4,750 
Borrowings 19         7,890,000         3,090,000 

        7,894,750         3,094,750 

        8,321,900         7,629,497 

Net assets attributable to holders of redeemable units         6,119,809         6,704,612 

Represented by:

Number of redeemable units in issue 20       48,732,583       48,823,213 

Net asset value per redeemable unit  12.56 pence  13.73 pence 

Quentin Spicer John Whittle

Director Director

Pinnacle Investment Management Limited

Manager of Pinnacle Residential Fund

Total liabilities (excluding net assets attributable to holders of 

redeemable units)

The Unaudited Consolidated Interim Financial Statements on pages 7 to 30 were approved by the Board of Directors of the Manager

and authorised for issue on 27 January 2023.

The notes on pages 11 to 30 form an integral part of these unaudited consolidated interim financial statements.
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Pinnacle Residential Fund

For the six months ended 30 September 2022

£

50,332,866 7,200,800

Redemption of redeemable units (18,519) (2,592)

Total comprehensive loss for the period                  -   (344,923)

  50,314,347     6,853,285 

48,823,213 6,704,612

Redemption of redeemable units (90,630) (12,691)

Total comprehensive loss for the period                  -   (572,112)

  48,732,583     6,119,809 

The notes on pages 11 to 30 form an integral part of these unaudited consolidated interim financial statements.
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Unaudited Consolidated Statement of Changes in Net Assets Attributable to Holders of

Redeemable Units

Number of 

Units Issued

Balance of Net Assets Attributable to Holders of Redeemable Units on 31 March 2021

Balance of Net assets attributable to holders of redeemable units on 30 September 2021

Balance of Net Assets Attributable to Holders of Redeemable Units on 31 March 2022

Balance of Net assets attributable to holders of redeemable units on 30 September 2022



Pinnacle Residential Fund

Unaudited Consolidated Statement of Cash Flows
For the six months ended 30 September 2022

 Period ended 

30 September 

2022

 Period ended 

30 September 

2021

Notes £ £

Cash flows from operating activities

Total comprehensive loss for the period (572,112) (344,923)

Adjustments for:

Net realised loss on sale of investment properties 14 - 144,134

Net unrealised loss on investment properties 12 481,294 -

Finance income 10 (235) (2)

Finance costs 11 170,373 116,305

Operating loss before changes in working capital 79,320 (84,486)

Increase in receivables (104,311) (83,047)

Increase/(decrease) in payables 22,682 (447,792)

Increase in deferred revenue 42,576 11,949

Net cash inflow/(outflow) from operating activities 40,267 (603,376)

Cash flows from investing activities

Interest received 10 235 2

Capitalised expenses 12 (44,294) (3,688)

Proceeds from sale of investment properties 14 - 7,169,151

Net cash (outflow)/inflow from investing activities (44,059) 7,165,465

Cash flows from financing activities

Redemption of redeemable units (12,691) (2,592)

Repayment of borrowings 19 (4,200,000) (3,688,174)

Loans received 19 4,800,000 -

Finance costs paid (143,228)          (124,167)

Decrease in restricted cash - 368,817

Net cash inflow/(outflow) from financing activities 444,081 (3,446,116)

Net increase in cash and cash equivalents 440,289 3,115,973

Cash and cash equivalents at the beginning of the period 588,413 373,583

Cash and cash equivalents at the end of the period 16 1,028,702 3,489,556

The notes on pages 11 to 30 form an integral part of these unaudited consolidated interim financial statements.
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Pinnacle Residential Fund

Notes to the Unaudited Consolidated Interim Financial Statements
For the six months ended 30 September 2022

1. General information

2. Accounting policies

2.1 Basis of preparation

Statement of compliance

The Fund was the sole limited partner and had invested in the Partnership, who in turn had invested in the units of Bedford Trust. After

dissolution of the Partnership, the Fund has consequently 100% direct ownership of Bedford Trust, and Hayes Trust. The consolidated

financial statements therefore consist of the Fund and the Sub-Trusts. The Fund and the Sub-Trusts are collectively referred to as the

'Fund'.

All issued redeemable units have been admitted to the official listing of The International Stock Exchange ('TISE') since 9 February 2007.

The principal accounting policies applied in the preparation of these consolidated interim financial statements are set out below. These

policies have been consistently applied during the period unless otherwise stated. 

The consolidated interim financial statements of the Fund have been prepared in accordance with International Financial Reporting

Standards ("IFRS") as adopted by International Accounting Standards Board ('IASB') and applicable legal and regulatory requirements of

The Companies (Guernsey) Law, 2008. The consolidated interim financial statements have been prepared under the historical cost

convention except for investment properties which are carried at fair value.

The preparation of consolidated financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also

requires the Manager to exercise its judgement in the process of applying the Fund’s accounting policies. The areas involving a higher

degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial statements, are

disclosed in Note 5.

In the current period, the Fund has adopted all the applicable new and revised standards and interpretations issued by the IASB and the

International Financial Reporting Interpretations Committee ("IFRIC") of the IASB that are relevant to its operations and effective for annual

reporting periods beginning on or after 1 April 2022. The adoption of the standards and interpretations has not had a significant impact on

the content or presentation of the consolidated interim financial statements; refer to below for additional consideration.

On 31 March 2022, pursuant to section 6(2) of the Trusts (Guernsey) Law, 2007, the Manager and the Trustee established the PRF Hayes

Unit Trust ('Hayes Trust'). The objective of the Hayes Trust is to acquire, hold, lease, realise and deal in real estate in the United Kingdom.

The Bedford Trust and the Hayes Trust together are referred as the 'Sub-Trusts' throughout the Consolidated Financial Statements.

Pinnacle Residential Fund and its Sub-Trusts (the 'Fund') is an open-ended unit trust established in Guernsey by a Trust Instrument dated

18 January 2007 (the 'Original Trust Instrument') with a maximum duration of 100 years. The registered office of the Manager is 11 New

Street, St Peter Port, Guernsey, GY1 2PF. On 24 September 2019, the Original Trust Instrument was supplemented by the Supplemental

Trust Instrument.

The Fund aims to provide investors with an attractive, stable income return with good prospects for both income and capital growth. This will

strike a balance between total return and income return. 

The Fund's investment activities are managed by Pinnacle Investment Management Limited (the 'Manager') (formerly D&G Investment

Management Limited). The trusteeship of the Fund is managed by Vistra Fund Services (Guernsey) Limited. The administration is delegated

to Vistra Fund Services (Guernsey) Limited.

On 26 February 2020, pursuant to the Limited Partnership Agreement, PRF (Guernsey) Ltd (the 'General Partner') and the Trustee

established a Limited Partnership under the name of PRF (Guernsey) LP (the 'Partnership'), registered as a limited partnership in Guernsey

under the Limited Partnerships (Guernsey) Law, 1995. The General Partner is solely responsible for the conduct and management of the

business of the Partnership. The purpose of the Partnership was to carry on the business of an investment holding vehicle in order to make

and distribute value from investments. On 28 June 2021, pursuant to section 30(8)(a) of The Limited Partnerships (Guernsey) Law, 1995,

PRF (Guernsey) LP (the 'Partnership') was dissolved.
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On 27 February 2020, pursuant to section 6(2) of the Trusts (Guernsey) Law, 2007, the Manager and the Trustee established the PRF

Bedford Unit Trust ('Bedford Trust'). The objective of the Bedford Trust is to acquire, hold, lease, realise and deal in real estate in the United

Kingdom.



Pinnacle Residential Fund

Notes to the Unaudited Consolidated Interim Financial Statements (continued)
For the six months ended 30 September 2022

2.1 Basis of preparation (continued)

Statement of compliance (continued)

Sub-Trusts

New IFRS accounting standards and interpretations

1 January 2023**

1 January 2024**

1 January 2024**

** Not endorsed

Amendments IFRS 16 to clarify how a seller-lessee subsequently measures sale and leaseback transactions

Amendments regarding the classification of debt with covenants

The Directors of the Manager have considered the new standards, amendments and interpretations as detailed in the above table and do

not plan early adoption of these standards as the Directors of the Manager do not expect the standards to have a material/ significant

impact to the consolidated interim financial statements. 

PRF Hayes Unit Trust Guernsey 100%

To acquire, hold,

lease, realise and

deal in real estate in

the United Kingdom.

11 New Street,

St Peter Port,

GUERNSEY

GY1 2PF

Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-current and

Classification of Liabilities as Current or Non-current - Deferral of Effective Date

12

New, relevant standards, interpretations and amendments in issue but not yet effective for the financial year beginning 1 April

2022

PRF Bedford Unit Trust Guernsey 100%

To acquire, hold,

lease, realise and

deal in real estate in

the United Kingdom.

11 New Street,

St Peter Port,

GUERNSEY

GY1 2PF

There were no major amendments to standards effective for the first time for periods beginning on or after 1 April 2022 that had the potential

to impact the Fund's accounting policies. 

The consolidated interim financial statements of the Fund incorporate the financial statements of the Sub-Trusts, which are entities

controlled by the Fund as at 30 September 2022. Control is achieved when the Fund is exposed, or has rights, to variable returns from its

involvement with the investee and has the ability to affect those returns through its power over the investee.

All intra-group transactions, balances, income and expenses are eliminated on consolidation. Where necessary, accounting policies of

subsidiaries are changed to ensure consistency of accounting policies throughout the Group.

The following table details the Sub-Trusts owned by the Fund as at 30 September 2022.

Entity Country of incorporation
Effective 

ownership

Activity Registered 

address 



Pinnacle Residential Fund

Notes to the Unaudited Consolidated Interim Financial Statements (continued)
For the six months ended 30 September 2022

2.1 Basis of preparation (continued)

Amendments to IAS 1 Presentation of Financial Statements - Classification of Liabilities as Current or Non-current

IFRS 16 Leases

The amendment removes the illustration of the reimbursement of leasehold improvements.

2.2 Revenue and other income

2.3 Expenses

2.4 Operating loss

2.5 Taxation

As at 1 June 2021, the Fund has become a Baker Trust and so is transparent for the purposes of UK tax on income. In order to receive

distributions net of UK income tax, each investor has been asked to confirm that they are UK tax resident or to obtain approval from HMRC

to receive distributions gross of UK income tax. Each investor will be responsible for reporting distributions received from the Fund in their

own tax returns.
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The amendments to IAS 1 published in January 2020 affect only the presentation of liabilities as current or noncurrent in the statement of

financial position and not the amount or timing of recognition of any asset, liability, income or expenses, or the information disclosed about

those items.

The amendments are applied retrospectively for annual periods beginning on or after 1 January 2023, with early application permitted. The

IASB is currently considering further amendments to the requirements in IAS 1 on classification of liabilities as current or non-current,

including deferring the application of the January 2020 amendments.

Lease income is recognised over the lease term on a straight-line basis, unless another systematic basis is more representative of the time

pattern in which use benefit derived from the leased asset is diminished. Rental revenues are accounted for on an accrual basis. Therefore,

deferred revenue generally represents advance payments from tenants. Revenue is recognised when it is probable that the economic

benefits associated with the transaction will flow to the Fund and the amount of revenue can be measured reliably.

Interest income is accounted for on an accruals basis. Interest income relates only to interest on bank balances.

All expenses are accounted for on an accrual basis and include those of the Administrators, the Manager and the Directors of the Manager.

All expenses have been presented as operating items except as follows: 

Expenses which are incidental to the acquisition of an investment property are included within the cost of that investment property as well as

costs incurred subsequently in any major redevelopment when it is probable that the future economic benefits associated with the

redevelopment will flow to the entity, and the cost of it can be measured reliably.

Operating loss includes net gains and losses on revaluation of investment properties as well as rental income, as reduced by administrative

expenses and property operating costs and excludes finance costs and finance income.

The Fund is exempt from taxation under the terms of the Income Tax (Exempt Bodies) (Guernsey) Ordinance 2012 and pays an annual fee

of £1,200 (2021: £1,200). This amount is included within Administration expenses under regulatory and registration fees.

The amendments clarify that the classification of liabilities as current or non-current is based on rights that are in existence at the end of the

reporting period, specify that classification is unaffected by expectations about whether an entity will exercise its right to defer settlement of

a liability, explain that rights are in existence if covenants are complied with at the end of the reporting period, and introduce a definition of

‘settlement’ to make clear that settlement refers to the transfer to the counterparty of cash, equity instruments, other assets or services.



Pinnacle Residential Fund

Notes to the Unaudited Consolidated Interim Financial Statements (continued)
For the six months ended 30 September 2022

2.5 Taxation (continued)

2.6 Investment properties

2.7 Financial instruments

Under IFRS 9, on initial recognition, a financial asset is classified as measured at:

•  Amortised cost;

•  Fair value through other comprehensive income (“FVOCI”) – debt investment;

•  FVOCI – equity investment; or

•  Fair value through profit or loss (“FVTPL”).

14

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between

market participants at the measurement date.

At year end the fair values of The Residence, Lurke Street, Bedford and Boleyn Court, Botwell Lane, Hayes are determined based on

valuations performed by accredited independent valuers, Montagu Evans LLP. For quarterly reporting, internal valuation models are used to

value the investment properties.

Subsequent expenditure is charged to the asset's carrying amount only when it is probable that future economic benefits associated with the

item will flow to the Fund and the cost of the item can be measured reliably. All other repairs and maintenance costs are charged to the

Consolidated Statement of Total Comprehensive Income during the financial period in which they are incurred.

Investment properties for which there is a committed plan to sell are marketed at the year end and for which the sale is anticipated to

complete within one year of the accounting reference date are classified as Investment Properties held for sale (Note 13).

A financial instrument is recognised in the Fund's Consolidated Statement of Financial Position when the Fund becomes a party to the

contractual provisions of the instrument.

Regular way purchases and sales of financial assets are accounted for at trade date, i.e. the date that the Fund commits itself to purchase

or sell the asset. Financial liabilities are derecognised if the Fund's obligations, specified in the contract, expire or are discharged or

cancelled. Financial assets are derecognised if the Fund's contractual rights to the cash flows from the financial assets expire or are

extinguished.

The Fund is relieved from Annual Tax on Enveloped Dwellings as the properties are available for rent in the course of a qualifying property

rental business.

The Fund expects to be land rich for the purposes of UK tax on capital gains. The Fund has made an Exemption Election under the terms of

schedule 5AAA of TCGA 1992 for the purpose of UK tax on capital gains.

Deferred tax assets are recognised to the extent that it is probable that the underlying tax loss or deductible temporary difference will be

utilised against future taxable income. This is assessed based on the Fund’s forecast of future operating results, adjusted for significant non-

taxable income and expenses and specific limits on the use of any unused tax loss or credit.The Fund does not recognise deferred tax for

its tax losses.

The extent to which deferred tax assets can be recognised is based on an assessment of the probability that future taxable income will be

available against which the deductible temporary differences and tax loss carry-forwards can be utilised.

Investment properties are initially recognised at cost, including related transaction costs. Subsequently, investment properties are stated at

their fair value at the Consolidated Statement of Financial Position date. Gains or losses arising from changes in the fair value of investment

properties are included in the Consolidated Statement of Total Comprehensive Income for the year in which they arise. Gains or losses

arising on sale of investment properties represent the difference between the fair value of the consideration received (net of disposal costs)

and the cost of the assets disposed and are recognised in the Consolidated Statement of Total Comprehensive Income in the year in which

they arise.
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2.7 Financial instruments (continued)

(a) Financial assets at amortised cost

(a)(i) Receivables

(a)(ii) Cash and cash equivalents

These assets are subsequently measured at amortised cost using the effective interest method. The amortised cost is reduced by

impairment losses as detailed below.

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise

principally through deposits on account with landlords (e.g. trade and other receivables and rent deposits), but also incorporate other types

of contractual monetary assets.

Trade and other receivables are classified at amortised cost using the effective interest.

Cash and cash equivalents are carried at cost and comprise cash in current accounts, demand deposits and other short-term highly liquid

investments with original maturities of three months or less that are readily convertible to a known amount of cash and are subject to an

insignificant risk of changes in value. 

The classification of financial assets under IFRS 9 is generally based on the business model in which a financial asset is managed and its

contractual cash flow characteristics. The Fund only has financial assets that are measured at amortised cost.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL:

•  it is held within a business model whose objective is to hold assets to collect contractual cash flows; and

•  its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount 

   outstanding.

Financial assets at amortised cost are initially measured at fair value plus transaction costs that are directly attributed to its acquisition,

unless it is a trade receivable without a significant financing component which is initially measured at its transaction price.

Impairment of financial assets held at amortised cost

IFRS 9 has introduced the expected credit loss (“ECL”) model which brings forward the timing of impairments.

Under IFRS 9 for trade receivables, including lease receivables, the Fund has elected to apply the simplified model as the trade receivables

all have a maturity of less than one year and do not contain a significant financing component. Under the simplified approach the

requirement is to always recognise lifetime ECL. Under the simplified approach practical expedients are available to measure lifetime ECL

but forward looking information must still be incorporated. Under the simplified approach there is no need to monitor significant increases in

credit risk and entities will be required to measure lifetime expected credit losses at all times. The Directors of the Manager consider that a

significant movement would be required to the credit quality of the lessees to increase the ECL.
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Fair values of financial assets at amortised cost, which are determined for disclosure purposes, are calculated based on the present value

of future principal and interest cash flows, discounted at the market rate of interest at the reporting date only if the discounting is material.
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2.7 Financial instruments (continued)

(b) Financial liabilities at amortised cost

(b)(i) Trade and other payables

(b)(ii) Borrowings

(b)(iii) Redeemable Units
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Borrowings are initially recognised at fair value net of attributable transaction costs incurred. Such liabilities are subsequently stated at

amortised cost using the effective interest method. The effect of discounting on these financial instruments is not considered to be material.

The effective interest rate method is a method of calculating the amortised cost of a financial asset or liability and of allocating interest

income and expense over relevant periods. The effective interest rate is the rate that exactly discounts estimated future cash receipts or

payments (including all fees on points paid or received that form an integral part of the effective interest rate, transaction costs and other

premiums or discounts) through the expected life of the financial asset or liability, or, where appropriate, a shorter period.

Borrowings are classified as current liabilities unless the Fund has an unconditional right to defer settlement of the liability for at least 12

months after the financial position date.

The Fund issues redeemable units, which are redeemable at the holder's option and are classified as Financial Liabilities. Subject to certain

restrictions which can be enforced per the Scheme Particulars, redeemable units can be put back to the Fund at any time for cash equal to

a proportionate unit of the Fund's net asset value. 

Redeemable units are issued and redeemed at the holder's option at prices based on the Fund's net asset value per unit at the time of issue

or redemption. The Fund's net asset value per unit is calculated by dividing the net assets attributable to the holders of the redeemable units

by the total number of outstanding redeemable units. In accordance with the provisions of the Fund's regulations, investment positions are

valued based on the last traded market price for the purpose of determining the net asset value per unit for subscriptions and redemptions.

In net inflow quarters, the Subscription Price and Redemption Price or Special Redemption Price, as the case may be, of the Units will be

based on the Vacant Possession Value and the spread between the Subscription Price and Redemption Prices or Special Redemption

Prices, as the case may be, will be approximately 1 per cent. In net outflow quarters the Redemption Price will be based on an adjustment to

the Net Asset Value for those properties that would need to be sold at market value to meet the net outflow less sale costs. The properties

that would be sold to meet the net outflow, and accordingly to be valued at a price that reflects the ability to sell immediately, will be at the

Manager’s discretion. This would have the effect of significantly widening the spread between the Subscription Price and Redemption

Prices. The benefit of any spread will be retained for the benefit of the Fund and remaining investors.

• the ability of the lessees to pay their outstanding amounts.

• the collateral being held in the form of a security deposit for each lease which can be utilised should there be any payment defaults.

• The credit risk of the lessees.

Other receivables are immaterial to the consolidated financial statements and therefore no assessment of the ECL has been completed.

Trade payables and other short-term monetary liabilities (e.g. deferred revenue) are initially recognised at fair value and subsequently

carried at amortised cost using the effective interest rate method. The effect of discounting on these financial instruments is not considered

to be material.

Impairment of financial assets held at amortised cost (continued)

The Directors of the Manager have concluded that any ECL on the lease receivables would be highly immaterial to the consolidated

financial statements following consideration of:

• the historical payment history of the lessees which have always been met in accordance with the lease agreement terms.
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2.7 Financial instruments (continued)

Level 1: 

Level 2:

Level 3:

Level 1 & 2 Level 3 Total

£ £ £

                        -            12,960,000         12,960,000 

                        -            12,960,000         12,960,000 

Level 1 & 2 Level 3 Total

£ £ £

                        -            13,397,000         13,397,000 

                        -            13,397,000         13,397,000 

£ £ £

- 13,397,000 13,397,000

Cost capitalised - 44,294 44,294

Net unrealised loss on investment properties - (481,294) (481,294)

Closing balance 30 September 2022                         -            12,960,000         12,960,000 

Non-financial assets:

Investment properties

Total 

The level in the fair value hierarchy within which the financial instruments and non financial assets and liabilities are categorised and

determined on the basis of the lowest input that is significant to the fair value measurement. Financial assets and financial liabilities are

classified in their entirety into one of the three levels.

(c) Fair value measurement hierarchy

This note explains the judgements and estimates made determining the fair values of the Financial Instruments and non-financial assets

and liabilities that are recognised at fair value in the consolidated financial statements. To provide an indication about the reliability of the

inputs used in determining fair value, the Fund has classified its financial and non-financial assets and liabilities into the three levels

prescribed under the accounting standards.

Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Inputs other than quoted prices included within level 1 that are observable for the asset or

liability, either directly (that is, as prices) or indirectly (that is, derived from prices).

Inputs for the asset or liability that are not based on observable market data (that is,

unobservable inputs).
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Investment 

properties held 

for sale

Investment 

properties Total

Opening balance 1 April 2022

At year end the fair values of The Residence, Lurke Street, Bedford and Boleyn Court, Botwell Lane, Hayes are determined based on

valuations performed by accredited independent valuers, Montagu Evans LLP. For quarterly reporting, internal valuation models are used to

value the investment properties.

The following table presents the changes in Level 3 instruments for the six months ended 30 September 2022 and for the year ended 31

March 2022.

The following table presents the Fund’s financial and non financial assets and liabilities that are measured at fair value at 30 September

2022 by level of their fair value hierarchy. 

Non-financial assets:

Investment properties

Total 

The following table presents the Fund’s financial and non financial assets and liabilities that are measured at fair value at 31 March 2022 by

level of their fair value hierarchy. 
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2.7 Financial instruments (continued)

£ £ £

7,313,288 7,753,487 15,066,775

(Disposal)/Additions (7,169,154) 5,150,000 (2,019,154)

Cost capitalised - 259,954 259,954

Net realised loss on sale of investment properties (144,134) - (144,134)

Net fair value gain on investment properties - 233,559 233,559

Closing balance 31 March 2022                         -            13,397,000         13,397,000 

There have been no transfers between levels during the period.

2.8 Functional and presentation currency 

2.9  Unit-based payments (cash-settled)

3. Going Concern

4. Financial instruments risk exposure and management

This is supported by the Fund’s ability to issue additional units; the refinancing of Bedford acquistion loan of £4.2M with Secure Trust Bank

with a higher facility of £4.8M, thereby releasing additional cash to meet short-term obligations of the Fund; and the acquisition of a second

cash generative property at Boleyn Court, Hayes.

The Fund's activities expose it to a variety of financial risks: market risk (including income risk, cash flow and fair value interest rate risk),

credit risk and liquidity risk. The financial risks relate to the following financial instruments: trade and other receivables, restricted cash, rent

deposits, cash and cash equivalents, trade and other payables and borrowings. The accounting policies in respect of these financial

instruments are described in Note 2. 

The Fund's overall risk management programme focuses on the unpredictability of property markets and seeks to minimise potential

adverse effects on the Fund's financial performance.
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The functional and presentation currency is Sterling. The Manager considers Sterling the currency that most faithfully represents the

economic effect of the underlying transactions, events and conditions. Sterling is the currency in which the Fund measures its performance

and reports its results, as well as the currency in which it receives subscriptions from its investors.

The Fund settles performance fees by granting options for units in the Fund to the Manager at a discounted price, subject to the Trust

achieving certain performance hurdles. All unit-based payments are recognised as an expense in profit or loss with a corresponding credit

to non-current liabilities. The fair value of the options have been calculated using the Black-Scholes Model. The Model is a formula for

calculating the fair value of an option contract, where an option is a derivative whose value is based on some underlying asset. The Model

takes into consideration the following inputs: price of the stock, strike price, time to expiration, risk free interest rate, dividend yield and

volatility.

Non-market vesting conditions are included in assumptions about the number of options that are expected to become exercisable.

Estimates are subsequently revised if there is any indication that the number of units options expected to vest differs from previous

estimates. Any adjustment to cumulative unit-based compensation resulting from a revision is recognised in the current period. The number

of vested options ultimately exercised by holders does not impact the expense recorded in any period.

Upon exercise of unit options, the proceeds received, net of any directly attributable transaction costs, are allocated to the redeemable units

in issue.

(c) Fair value measurement hierarchy (continued)

Investment 

properties held 

for sale

Investment 

properties Total

Opening balance 1 April 2021

The consolidated financial statements have been prepared on a going concern basis. The Directors of the Manager have examined

significant areas of possible financial risk, in particular cash requirements and the ongoing obligations of the banking covenants.

After due consideration the Directors of the Manager believe that the Fund will have adequate resources to continue in operational

existence for a period of not less than twelve months from the date of approval of the consolidated financial statements, and as such it is

deemed appropriate to adopt the going concern basis in preparing the consolidated financial statements. 
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4. Financial instruments risk exposure and management (continued)

4.1 Market risk

●          growth in gross domestic product;

●          employment trends;

●          inflation; and

●          changes in interest rates.

●          competition from other property owners;

●          the perceptions of prospective tenants of the attractiveness and convenience and safety of properties;

●          the inability to collect rents because of bankruptcy or the insolvency of tenants or otherwise; 

●          the periodic need to renovate, repair and release space and the costs thereof;

●          the costs of maintenance and insurance; and

●          increased operating costs.

(iii) Cash flow and fair value interest rate risk

Changes in gross domestic product may also impact employment levels, which in turn may have an impact on the demand for premises.

Furthermore, movements in interest rates may also affect the cost of financing for real estate companies.

Rental income may also be affected by other factors specific to the real estate market such as: 

The Manager aims to minimise the risk through careful selection and thorough due diligence on prospective properties.

(ii) Currency risk

The Fund is not exposed to currency risk as all assets and liabilities are denominated in Sterling and all income and expenses are

transacted in Sterling.

A significant portion of the Fund’s financial assets and liabilities at the Consolidated Statement of Financial Position date are interest

bearing. As a result, where not fixed, the Fund's position and cash flows are subject to significant risk due to fluctuations in the prevailing

levels of market interest rates. 

(i) Market rental income risk

Rental income is generally affected by the overall conditions in the local economy, such as: 

Any cash and cash equivalents are invested at short-term market rates. This risk is linked to the Fund not being able to invest all of its

committed capital or identify suitable investment opportunities which satisfy the Fund’s investment objectives.

Directors of the Manager have moved to mitigate the interest rate risk in relation to bank loans through securing fixed rates as set out in

note 19 to these accounts.

The amount charged to the Consolidated Statement of Total Comprehensive Income for loan and bank interest payable, including loan

agreement fees, was £170,373 (30 September 2021: £116,305).

The table below summarises the Fund’s exposure to interest rate risks. It includes the Fund’s financial assets and liabilities at fair values,

categorised by the earlier of contractual re-pricing or maturity dates.
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4. Financial instruments risk exposure and management (continued)

4.1 Market risk (continued)

(iii) Cash flow and fair value interest rate risk (continued)

At 30 September 2022

£ £ £ £

Assets

Trade and other receivables                         -                           -                 406,136               406,136 

Cash and cash equivalents                         -              1,028,702                         -             1,028,702 

Total assets                         -              1,028,702               406,136           1,434,838 

Liabilities

Trade and other payables                         -                           -                 271,424               271,424 

Loan interest due                         -                           -                   69,605                 69,605 

Borrowings            7,890,000                         -                           -             7,890,000 

Total liabilities            7,890,000                         -                 341,029           8,231,029 

At 31 March 2022

£ £ £ £

Assets

Trade and other receivables                         -                           -                 235,241               235,241 

Cash and cash equivalents                         -                 588,413                         -                 588,413 

Total assets                         -                 588,413               235,241               823,654 

Liabilities

Trade and other payables                           -                           -               248,742               248,742 

Loan interest due                           -                           -                 42,460                 42,460 

Borrowings            7,290,000                           -                           -           7,290,000 

Total liabilities            7,290,000                         -                 291,202           7,581,202 

£ £ £ £

Cash and cash equivalents 50 50 1,028,702          588,413             5,144 2,942

5,144 2,942

The sensitivity analysis below is based on a change in an assumption while holding all other assumptions consistent. In practice, this is

unlikely to occur and changes in some of the assumptions may be correlated - for example, change in interest rates and change in market

values.

Interest bearing 

variable

30 September 

2022

Interest bearing 

variable

31 March 2022

Impact on 

Consolidated 

Statement of 

Total 

Comprehensive 

Income

31 March 2022
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Interest bearing 

fixed

Interest bearing  

variable

Non-interest 

bearing
Total

Interest bearing 

fixed

Interest bearing  

variable

Non-interest 

bearing
Total

Change in 

interest rates 

(basis 

points)

30 

September 

2022

Change in 

interest rates 

(basis points)

31 March 

2022

Impact on 

Consolidated 

Statement of 

Total 

Comprehensive 

Income

30 September 

2022
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4. Financial instruments risk exposure and management (continued)

4.1 Market risk (continued)

(iv) Capital risk management

 30 September 2022 31 March 2022

£ £

7,890,000          7,290,000          

(1,028,702) (588,413)

6,861,298          6,701,587          

12,981,107        13,406,199        

52.86% 49.99%

- the current gearing; and

- the current and future distribution policy.

The Fund's credit risk principally arises from cash and cash equivalents and restricted cash as well as credit exposures in respect of tenants

and other receivables. In the event of default by an occupying tenant, the Fund will suffer a rental shortfall and incur additional costs,

including legal expenses in maintaining, insuring and advertising the property until it is re-let. The Manager seeks to mitigate default risk by

assessing the credit worthiness of potential and current tenants. General economic conditions may affect the financial stability of tenants

and prospective tenants and/or demand for and value of real estate assets. A property advisor monitors the tenants in order to anticipate,

and minimise the impact of, default by occupying tenants.

The Manager monitors the placement of cash balances on an ongoing basis. Cash held by the Fund is placed with Royal Bank of Scotland

International Limited which is a reputable institution and has a Fitch rating of A. In addition, client cash account held by the property

manager is with Barclays Bank PLC which has a credit rating of A+.

The following table analyses the Fund's maximum exposure to credit risk. The maximum exposure is shown gross, before the effect of

mitigation through the use of netting at the reporting date:
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Net debt

Total capital

Gearing ratio

The Manager monitors and reviews the structure of the Fund's capital at and between board meetings. The review includes:

4.2 Credit risk

Credit risk arises when a failure by counter parties to discharge their obligations could reduce the amount of future cash inflows from

financial assets on hand at the Consolidated Statement of Financial Position date. 

In order to maintain or adjust the capital structure, the Fund’s policy is to perform the following:

The Fund monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated

by the Fund as total borrowings less cash and cash equivalents. Total capital is calculated as net assets attributable to holders of

redeemable units as shown in the Consolidated Statement of Financial Position, plus net debt. The loan to value of the charged properties

(as valued by the independent valuer), in any quarter, must not exceed 65%.

Total interest bearing borrowings

Less cash and cash equivalents

The capital of the Fund is represented by the net assets attributable to holders of redeemable units. The amount of net assets attributable to

holders of redeemable units can change significantly on a quarterly basis as the Fund is subject to quarterly subscriptions and redemptions.

On 24 September 2019, the Directors announced that distributions and redemptions were suspended for a period of 18 months beginning

24 September 2019. The suspension on redemption was lifted on 24 March 2021 which marked the 18 months anniversary. The Fund’s

objective when managing capital is to safeguard the Fund’s ability to continue as a going concern in order to provide returns for unitholders

and benefits to stakeholders and to maintain a strong capital base to support the development of the investment activities of the Fund. 

●   Monitor the level of quarterly subscriptions and redemptions relative to the assets it expects to be able to liquidate within the quarter and 

     adjust the amount of distributions the Fund pays to redeemable unitholders.

●   Redeem and issue new units in accordance with the constitutional documents of the Fund, which include the ability to scale back 

     redemptions and require certain minimum holdings and subscriptions.
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4. Financial instruments risk exposure and management (continued)

30 September 2022 31 March 2022

£ £

           1,028,702 588,413

406,136 235,241

1,434,838 823,654

4.3 Liquidity risk

£ £ £

Borrowings (i)                         -              7,890,000                         -   

Finance cost of borrowings               345,755               741,436                         -   

Trade and other payables 271,424                                     -                           -   

              617,179            8,631,436                         -   

Borrowings (i)            4,200,000            3,090,000                         -   

Finance cost of borrowings 248,629                                     -                           -   

Trade and other payables 248,742                                     -                           -   

           4,697,371            3,090,000                         -   

(i) For an explanation of the contractual maturities of the borrowings please refer to Note 19.

5. Critical accounting estimates and judgments 

5.1 Critical accounting estimates and assumptions 

Fair value of investment property

4.2 Credit risk (continued)

Cash and cash equivalents

The method for establishing fair value was amended as part of the adoption of the revised Scheme Particulars approved by unitholders on

the change in management of the Fund on 24 September 2019.

Investment properties are stated at fair value and are valued independently by accredited independent valuers at year end (formerly a rolling

quarterly basis). For quarterly reporting, internal valuation models are used to value the investment properties, based on opinions and

estimates applied by the Manager in accordance with the Scheme Particulars.

22

Less than 1 

year

Between 1 and 

5 years

Over 5 years

30 September 2022

31 March 2022

Directors of the Manager make estimates and assumptions concerning the future. The estimates and assumptions that have a significant

risk of causing a material adjustment are:

Trade and other receivables

Total credit risk exposure

Liquidity risk is the risk that the Fund will be unable to meet its financial commitments. Investments in property are relatively illiquid, and as

such the Fund aims to mitigate this risk through maintaining sufficient cash; the availability of funding through an adequate amount of

committed credit facilities; the availability to close out market positions; and through investment in higher volume lower value property

assets.

Once the Fund has made property investments, most of these will be illiquid. It may take considerable time to dispose of the property

investments. Redemptions are subject to limitations (see note 20) to minimise liquidity risk.

The table below analyses the Fund's financial liabilities, which will be settled on a net basis, into relevant maturity groupings based on the

remaining period at the Consolidated Statement of Financial Position date and the contractual maturity date. The amounts disclosed in the

table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of

discounting is not significant. 
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5. Critical accounting estimates and judgments (continued)

5.1 Critical accounting estimates and assumptions (continued)

Fair value of investment property (continued)

The fair values of investment properties at 30 September 2022 are disclosed on page 6 and in note 12.  

5.2 Critical judgements 

Going Concern 

6. Segment information

For information about significant customers see Note 21 showing rental contracts currently in place.

Additional information on the total fair value of the segment and equivalent percentages of the total value of the Fund can be found in the

Property Portfolio Statement on page 7.

The operating segments derive their revenue primarily from rental income from lessees. The investment properties, in relation to the income

received, are located throughout the UK with focus on key urban centres.
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Assumptions and valuation models used by professionally-qualified property valuers are typically market related, such as comparable sales

adjusted to reflect individual characteristics, including: location, size, outside space, condition and tenure. These are based on their

professional judgement and market observation. The significant unobservable inputs used in arriving at the fair value are as follows:

(i) current prices in an active market for properties of different nature, condition or location (or subject to different lease or other contracts),

adjusted to reflect those differences; and

(ii) recent prices of similar properties in less active markets, with adjustments to reflect any changes in economic conditions since the date

of the transactions that occurred at those prices.

These consolidated interim financial statements have been prepared on a going concern basis. This determination requires significant

judgement. In making this judgement, the Manager evaluates the Fund's expected cash flows. For the Manager's consideration of going

concern, please refer to Note 3.

Operating Segments are reported in a manner consistent with the internal reporting provided to the Directors of the Manager of the Fund.

The Chief Operating Decision Maker ('CODM'), which is responsible for allocating resources and assessing performance of the operating

segments, has been identified as the Directors of the Manager.

The Fund is organised into one main business segment, focusing on achieving long-term total returns through acquisition, refurbishment

and holding predominantly residential property interests. The Fund’s secondary segment is the geographical segment, based on the one

main location of the investments, UK wide with focus on key urban centres. The Fund previously focused on investment located in Prime

Central London.

The year end valuation of Bedford and Hayes properties have been prepared in accordance with the Royal Institute of Chartered Surveyors

(RICS) Valuation - Global Standards January 2020.

The fair values of investment properties at year end are based on valuations provided as described above. These values are determined by

using recognised valuation techniques and taking into consideration any recent market transactions for similar properties in similar locations

to the investment properties held by the Fund.
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6m to 30 

September 2022

6m to 30 

September 2021

7. Revenue 30 September 2022 30 September 2021

£ £

Gross lease payments collected 379,953              242,413              

379,953              242,413              

8. Property operating expenses

30 September 2022 30 September 2021

£ £

Agent fees 15,198                11,186                

Insurance costs 27,067                4,526                  

Property expenses 3,161 69,913                

45,426                85,625                

9. Administrative expenses 30 September 2022 30 September 2021

£ £

Manager's fees (refer to Note 21)               107,112                 90,369 

Legal and professional fees                 57,246                 78,129 

Manager's directors' remuneration (refer to Note 21)                 18,945                 22,005 

Administration fee                 21,250                 24,983 

Audit fee                 25,250                 11,652 

Trustee's fees (refer to Note 22)                 10,000                 10,000 

Registration and regulatory fee 1,750 (242)

Listing fees                   3,282                   3,040 

Sundry expenses                      274                   1,287 

Bank charges                        84                        51 

Consultancy fees                 10,014                         -   

              255,207               241,274 

10. Finance income 30 September 2022 30 September 2021

£ £

Bank interest received 235                     2                         

11. Finance costs 30 September 2022 30 September 2021

£ £

Bank loan arrangement fees                 38,562                 12,280 

Charges on bank borrowings               131,811               104,025 

170,373              116,305              

Income generating expenses
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The Fund leases its investment properties under operating leases.

Tabled below are the amounts of property operating expenses arising from all properties (existing and disposed) that generated and did not

generate rental income during the period:
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12. Investment properties 30 September 2022  31 March 2022

£ £

Fair value at the beginning of the period/year          13,397,000           7,753,487 

Additional investment purchased                         -             5,150,000 

Costs capitalised                 44,294               259,954 

Net fair value gain on investment properties -                         233,559             

Net unrealised loss on investment properties (481,294) -

Fair value at the end of the period/year 12,960,000         13,397,000        

13. Investment properties held for sale

30 September 2022  31 March 2022

£ £
Fair value at the beginning of the period/year -                      7,313,288          
Disposals during the period  - (7,313,288)        
Fair value at the end of the period/year -                      -                      

Revenue 30 September 2022  31 March 2022
£ £

Gross lease payments collected  -  -

Property operating expenses

Agent fees  - (1,196)               

Property expenses  - (20,211)             
 - (21,407)             

14. Loss through profit or loss on investment property disposed of 30 September 2022  31 March 2022

£ £
 - 7,313,288          

 - (7,342,070)        

 - (28,782)             

 - 7,169,154          

 - (7,342,070)        

 - (172,916)           

 - (28,782)             

 - (144,134)           

 - (172,916)           

At year end the fair values of The Residence, Lurke Street, Bedford and Boleyn Court, Botwell Lane, Hayes are determined based on

valuations performed by accredited independent valuers, Montagu Evans LLP. For quarterly reporting, internal valuation models are used to

value the investment properties, based on opinions and estimates applied by the Manager in accordance with the Scheme Particulars.

The Bedford and Hayes properties are held on freehold. Details of properties provided as securities for bank loans are in Note 19.

As required by IFRS 5, from the point at which an investment property accounted for under the fair value model meets the criteria for

classification as held for sale, the asset is presented as held for sale in the Consolidated Statement of Financial Position, but it continues to

be measured at fair value in accordance with the entity's accounting policy for investment property. 

Realised loss on sale of investment property

Loss already recognised through P&L in prior periods

Loss for recognition through P&L during the period/year

Realised loss on sale of investment property
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The table below represents the revenue earned and expenditure incurred in relation to the disposed investment properties during the period.

Carrying value of property disposed of during the period/year

Cost of investment property sold

Unrealised loss previously recognised through P&L 

Proceeds from sale during the period/year

Cost of investment property sold



Pinnacle Residential Fund

Notes to the Unaudited Consolidated Interim Financial Statements (continued)
For the six months ended 30 September 2022

15. Trade and other receivables 30 September 2022  31 March 2022

£ £

Trade receivables* 70,034               61,473               

Prepayments 46,871               113,455             

Unamortised financing costs               103,358                         -   

Sundry debtor 232,744             173,768             

453,007              348,696              

16. Cash and cash equivalents 30 September 2022  31 March 2022

£ £

Cash at bank 1,028,702          588,413             

17. Trade and other payables 30 September 2022  31 March 2022

£ £

Management fees (refer to Note 21) 107,073             136,758             

Administration fees 46,291               25,040               

Other payables 63,607               42,471               

Audit fees 15,000               19,750               

Payable to Pinnacle Investment Holding Limited ('PIHL') (refer to Note 21) 2,270                 2,270                 

Trustee's fees (refer to Note 22) 20,000               10,000               

Council tax void payable                         -   1,314                 

Listing fees 4,000                 2,000                 

Legal and professional fees 600                    600                    

Regulatory fees 100                                            -   

Deposit payable by the manager 1,038                 1,039                 

Director fees payable 11,445               7,500                 

271,424              248,742              

18. Deferred revenue 30 September 2022  31 March 2022

£ £

Rent received in advance 86,121                43,545               

19. Borrowings 30 September 2022  31 March 2022

£ £

RBSI Bank loans

Opening RBSI loan -                     3,688,174          

Repayment for the period/year -                     (3,688,174)

Closing RBSI loan -                     -                     

Interest movements

Opening Balance -                     10,224               

Charge for the year -                     17,689               

Repayment for the period/year  - (27,913)

Closing RBSI loan -                     -                     

Rent received in advanced comprises £56,993 (31 March 2022: £43,545) relating to PRF Bedford Unit Trust and £29,128 (31 March 2022:

£Nil) relating to PRF Hayes Unit Trust.
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* Trade receivables comprises of rent receivable of £45,257 and £13,848 from PRF Bedford Property Manager and PRF Hayes Property

Manager. It also comprises of £10,929 which is receivable from the General Partner.
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Notes to the Unaudited Consolidated Interim Financial Statements (continued)
For the six months ended 30 September 2022

19. Borrowings (continued)

30 September 2022  31 March 2022

£ £

STB Bank loans

Opening STB loan 7,290,000          4,200,000          

Repayment (4,200,000)                         -   

Drawdown for the period/year 4,800,000          3,090,000          

Closing STB loan 7,890,000          7,290,000          

Interest movements

Opening Balance 42,460               41,045               

Charge for the year 104,552             172,200             

Repayment for the year (77,407) (170,785)

Closing balance 69,605               42,460               

The maturity of borrowings is as follows:

30 September 2022  31 March 2022

£ £

Payable within 1 year                         -   4,200,000          

Payable within 1 - 5 years 7,890,000          3,090,000          

7,890,000          7,290,000          

20. Units issued

Pursuant to a loan facility agreement dated 12 March 2020, the Trust borrowed £4,200,000 from Secure Trust Bank ('STB') for the purpose

of financing the acquisition of The Residence, Lurke Street, Bedford. The STB borrowing was secured against The Residence, Lurke

Street, Bedford. The loan bore interest at a fixed rate of 4.10% per annum with interest being charged quarterly in arrears. 

All issued redeemable units are fully paid and have been admitted to the official listing of The International Stock Exchange ('TISE'). The

Fund’s capital is represented by these redeemable units. They are entitled to distributions and to payment of aproportionate share based on

the Fund’s net asset value per unit on the redemption date. As the units are redeemable at the discretion of the holder and do not carry any

voting rights, the units are classified as liabilities rather than equity.

The Fund has the following specific restrictions with regards to subscriptions and redemption of units.The minimum subscription for units is

£1,000 per investment or and increments of £1,000 is effective from 11 February 2009. The Manager may, at any time, declare suspension,

deferral or a scale back in dealings for the purpose of redemptions so as to allow an orderly disposal of such of its assets as may be

required to effect redemptions.

As per the Scheme Particulars dated 24 September 2019, subscriptions have been approved and are no longer restricted. Dealing days for

subscriptions have been set to quarterly. However, in order to raise capital and build the Fund's portfolio, the Manager and the Trustee have

agreed for investors to invest in the Fund by declaring a Special Dealing Day on specific dates if applications for units totalling a minimum of

£100,000 have been received in respect of the relevant Special Dealing Day.
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The loan with RBSI has been fully repaid in September 2021 following the sale of its investment properties Flat 2, 69 Cadogan Square,

London, SW1X0EA and Flat B, 18 Lennox Gardens, London, SW1X 0DG.

On 13 April 2022, the Company has entered into a new £4,800,000 facility with STB and has drawn the facility in full to refinance the

existing loan of £4,200,000 initially drawn for acquisition of The Residence, Lurke Street, Bedford. The new loan has a maturity date of 48

months from the date the loan is initially drawn, that is, 13 April 2026. The loan bears interest at a fixed rate of 3.50% for the first three

years, and a floating rate of 1.5% plus the STB commercial lending reference rate for the fourth year subject to a minimum rate of 2.25%. 

Pursuant to a loan facility agreement dated 31 March 2022, the Trust borrowed an additional loan of £3,090,000 from STB for the purpose

of financing the acquisition of Boleyn Court, Botwell Lane, Hayes.

The loan bears interest at a fixed rate of 3.50% for the first 3 years with interest being charged quarterly in arrears and will bear a floating

rate of 1.5% plus the STB commercial lending reference rate for the fourth year subject to a minimum rate of 2.25%. The loan has a maturity

date of 48 months from the date the loan is initially drawn, that is, 31 March 2026.
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Notes to the Unaudited Consolidated Interim Financial Statements (continued)
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20. Units issued (continued)

30 September 2022  31 March 2022

         48,823,213         50,332,866 

- 651,379

(90,630) (2,161,032)

         48,732,583         48,823,213 

21. Related party transactions

(i) Management Fees

1.50%

1.25%

1.00%

0.75%

(ii) Options, at fair value

30 September 2022 31 March 2022

Strike Price 

of Option

Vesting Date Expiry of Option Fair value (£) Fair value (£)

£0.13 + 10% 31 January 2020  January 2022 -                           - 

£0.13 + 15% 31 January 2021  January 2023 - 4750

£0.13 + 25% 31 January 2022  January 2024 -                           - 

£0.13 + 35% 31 January 2023  January 2025 -                           - 

Units redeemed during the period/year

Closing balance

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the other party

in making financial or operational decisions or a party under common control or significant influence.

As per the terms of the Trust deed dated 18 January 2007 the Fund pays fees to Pinnacle Investment Management Limited for its services

as Manager of the Fund. 

There was one redemption during the reporting period.

The relevant movements are shown on the Consolidated Statement of Changes in Net Assets Attributable to Holders of Redeemable Units 
and on the following table. In accordance with the objectives outlined in Note 1 and the risk management polices in Note 4, the Fund 
endeavours to invest the subscriptions received in appropriate investments while maintaining sufficient liquidity to meet redemptions. To 
determine the net asset value of the Fund for redemptions, total liabilities of the Fund are deducted from the total assets of the Fund on the 
relevant valuation day using the market value for investment properties. To determine the net asset value of the Fund for subscriptions, total 
liabilities of the Fund are deducted from total assets of the Fund on the relevant valuation day using net asset value for investment 
properties. The number of units in issue at 30 September 2022 was 48,732,583 units (31 March 2022: 48,823,213 units). 

Units in issue

Opening balance

Units issued during the period/year

500,000

750,000

750,000

£150,000,001 or greater 

The total charge to the consolidated income statement was £107,112 (30 September 2021: £90,369). A total amount of £107,073 (31 March

2022: £136,758) was outstanding at the end of the period which is due to Pinnacle Investment Management Limited.

In addition to the Management Fee, the following options for units in the Fund have been granted to the Manager. The options are

exercisable at a price in accordance with the agreements on the date of grant. The fair value of the options have been calculated using the

Black-Scholes Model per below. The Model takes into consideration the following inputs: price of the stock, strike price, time to expiration,

risk free interest rate, dividend yield and volatility.

Number of Options

500,000

The charge was as follows:

Gross Asset Value of Fund (Quarterly) Management Fee calculated as

percentage of Gross Asset Value

£0 - £30,000,000

£30,000,001 - £50,000,000

£50,000,001 - £150,000,000
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Notes to the Unaudited Consolidated Interim Financial Statements (continued)
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21. Related party transactions (continued)

(ii) Options, at fair value (continued)

(iii) Directors of the Manager's remuneration

(iv) Directors of the Manager's holdings

(v) Investment Advisory fees

(vi) Payables to PIHL 

22. Material contracts

(i) Administrator's fees

•   for Net Asset Values of less than £100 million, 0.1 per cent. of Net Asset Value per annum; and

•   for Net Asset Values greater than £100 million, 0.08 per cent. of Net Asset Value per annum

The Fund pays remuneration to the Directors of the Manager for their services. The total charge to the Consolidated Statement of

Comprehensive Income was £18,945 (30 September 2021: £22,005). An amount of £11,445 (31 March 2022: £Nil) was payable to the

Manager at the end of the period.

The fair value of the options as at 30 September 2022 of £4,750 (31 March 2022: £ 4,750) has been revalued in accordance with IFRS 2.

The Manager exercised its Options to subscribe for 500,000 units in January 2022 and will not be permitted to redeem any of these units for

a period of 24 months following the exercise of the Options.

As at 30 September 2022, Christopher Turnbull has an interest in 666,666.667 (31 March 2022: 666,666.667) units in the Fund by way of a

Self Invested Pension Plan.

As at 30 September 2020, Mr. David Turnbull, father of Christopher Turnbull had an interest in Lincoln Heights as the settlor of the Trust. On

13 March 2020, Lincoln Heights transferred to Credit Suisse London Nominees Limited. As a result, Christopher Turnbull has an indirect

interest in 7,692,307.692 (31 March 2022: 7,692,307.692) units in the fund by way of Self Invested Pension Plan.

On 21 January 2021, Mr Eng Ong was appointed as the Director of Pinnacle Investment Management Limited ('PIML'), the Manager. Mr

Eng Ong is the CEO ('Chief Executive Officer') of SLB Starcap Pte. Ltd and has an interest in 15,384,615.385 units in the Fund (31 March

2022: 15,384,615.385).

Pinnacle Investments (Holdings) Limited ('PIHL') is the Investment Advisor. No investment advisor fees are reflected in the consolidated

financial statements as no direct charge was incurred by the Fund.

The Fund pays fees to Vistra Fund Services (Guernsey) Limited for the following services: accounting, administration and compliance of the

Fund. As per the Scheme Particulars dated 24 September 2019, the Administrator has agreed with the Manager to charge a fee, payable

quarterly in arrears by the Fund at the rates below, subject to a minimum fee of £50,000 per annum. These are detailed below;

The Administrator is also entitled to be reimbursed in respect of expenses incurred in connection with the performance of its services

including but not limited to facsimile, courier and long distance telephone charges.

During the period, an amount of £Nil (31 March 2022: £Nil) was paid by PIHL on behalf of the Fund. An amount of £2,270 (31 March 2022:

£2,270) was outstanding to PIHL at the period end.

The total charge to the Consolidated Statement of Comprehensive Income during the period was £21,250 (30 September 2021: £24,983).

An amount of £46,291 (31 March 2022: £25,040) was outstanding at the end of the period.
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22. Material contracts (continued)

(iii) Trustee's fees

23 (a). Earnings per share

30 September 2022 31 March 2022

£ £

Loss for the period/year (572,112) (284,836)

Weighted average number of units in issue 48,755,987 49,928,559

Loss per unit (1.17) pence (0.57) pence

23 (b). Diluted earnings per share

30 September 2022 31 March 2022

£ £

Loss for the period/year (572,112) (284,836)

Weighted average number of units in issue 48,755,987 49,928,559

Diluted loss per unit (1.17) pence (0.57) pence

24. Controlling party

25. Reconciliations 30 September 2022 31 March 2022

£ £

(i) Reconciliation of NAV as per Financial position and NAV as per valuation   

 

Net asset value per Consolidated Statement of Financial Position 6,119,809          6,704,612          

Reconciling adjustments -                     -                     

Net asset value per valuation 6,119,809          6,704,612          

Dealing Net Asset Value per unit for valuation purposes 12.56 pence 13.73 pence

26. Post balance sheet events

There are no material events subsequent to the year-end which would require disclosure in these financial statements.
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(ii) Registrar fees

Vistra Fund Services (Guernsey) Limited was appointed as the Registrar and under the new administration agreement fees for this service

are included as part of the administration fees. Refer to administrator fees note above for details.

The Fund pays fees to Vistra Fund Services (Guernsey) Limited for its services as Trustee of the Fund. The trustee fee is payable quarterly

in arrears, at the rate of 0.08% per annum of the Net Asset Value of the Fund, subject to an annual minimum fee of £20,000 (or such higher

percentages or amounts as may from time to time be agreed between the Manager and the Trustee). The Trustee will also receive a

transaction fee for each investment transaction charged on a time spent basis.

During the year ended 30 September 2022, the total charge to the Consolidated Statement of Comprehensive Income was £10,000 (30

September 2021: £10,000 ). An amount of £20,000 (31 March 2022: £10,000) was due to Vistra Fund Services (Guernsey) Limited at period

end.

A weighted average number of units in issue was calculated to enable users to gain a fairer understanding of the earnings generated per

unit through the year. The weighted average number of shares is calculated by taking the number of outstanding shares and multiplying the

portion of the reporting period those shares covered and hence their ability to influence income generated. As at 30 September 2022, the

option did not have a dilutive effect since the strike price was greater than the Net Asset Value per unit.

Due to the nature of the ownership of the units, the Directors of the Manager believe that there is no ultimate controlling party.


