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Company overview

Impact Healthcare REIT plc

Freeland House
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A business which helps to provide essential
services to communities


The Group’s tenants provide an essential service to the communities in which they operate and will play a critical role in
helping to provide care to vulnerable elderly people in the coming months.



Its top priority remains the health, welfare and safety of the Group’s tenants, care home residents, healthcare professionals
and wider stakeholders.



All tenants have business continuity procedures and protocols in place to manage virus epidemics. During March this year
the Company’s Investment Manager met with each tenant to review the additional steps they have been putting in place to
prepare for COVID-19.



These measures are focussed on three main areas:


Ensuring home managers have clear guidance on how to implement the most recent advice from the relevant
public health authorities, in particular on closing homes to visitors and how to implement self-isolation;



Increasing stocks of critical supplies; and



Putting in place measures to ensure adequate staffing.



The Investment Manager continues to be in constant communication with all its tenants and key service providers.



The Group’s tenants have a strong level of rent cover, with an average of 1.8 times rent cover across Impact’s portfolio in
the year to 31 December 2019.



In addition to the detailed monthly operating and financial data the Investment Manager receives from all tenants at the end
of each quarter, the Group has asked its tenants to provide weekly occupancy data for the duration of the epidemic, along
with a situation report on how the epidemic is affecting their operations.



Year to date occupied beds have been stable: 3,848 beds occupied on 3 January 2020; 3,886 at 20 March 2020.



A number of the Group’s tenants are in discussions with the NHS about making beds available in order to relieve pressure
on hospitals.



A principal concern of tenants is to ensure they have adequate staff available to provide care. However, some are reporting
a higher than normal number of job applications.



Each property is let on a fixed rent basis (ie. not related to turnover or trading by the tenant).



The situation is changing constantly and the Company will keep shareholders updated with material developments
periodically as the full effect of COVID-19 becomes better understood.
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Defensive and resilient balance sheet
 The Group has deliberately maintained low gearing, with a loan to value (“LTV”) ratio of
6.8% at 31 December 2019.

 £25 million of debt is currently drawn from Metro Bank and a further £50 million of

revolving credit facilities remain available from Metro and Clydesdale (CYBG), but which
are now undrawn.

 If both facilities were fully drawn, it would take the Group’s LTV to c.20%.
 Interest cover covenants are 200% (Metro) and 325% (CYBG).
 Current headroom is significant and, if all facilities were fully drawn, would be over
800% and 550% for Metro and CYBG respectively.

 The Group does not have to refinance any debt before June 2023.
 As at 25 March 2020, the Group had £22 million of available cash and £50 million of
undrawn RCF facilities.

 As at 25 March 2020, the Group has £54.6 million of outstanding commitments to

acquisitions and asset management, and a further £7.2 million to financial performance
based deferred payments, all of which are expected to deliver incremental rental
returns.
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2019 unaudited financial highlights
1

¹ 2019 earnings per share 10.37p (2018: 8.57p); 2019 adjusted earnings per share 5.10p (2018: 5.07p)
* 2017 – Period from the Company’s IPO on 7 March 2017 to 31 December 2017
† Annualised for 2017
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2019 operational highlights
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Post balance sheet highlights


Completed the acquisition of eight homes: five leased to existing tenants (four to MMCG and one to Minster); and
three leased to a new tenant (Silverline)



Exchanged contracts to acquire nine homes in Scotland, adding our eleventh tenant, Holmes Care. Attractive
acquisition terms with initial rent cover above two times



Committed to forward fund a new home in Hartlepool to be constructed and operated by an existing tenant, Prestige



Once completed, these transactions will increase our number of properties to 104 and grow our contracted rent roll
from £23.1 million at 31 December 2019, to £29.4 million



Total £68.5 million capital deployed at an average yield of 7.5%

Beechwood, Holmes Care

Hartlepool, Prestige

Grandholm, Holmes Care
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Our market

Kingston Court
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Capacity not rising in line with potential
demand
Growing demand

Capacity not rising in line with demand

• People aged over 85, the age group most likely to need

• Over the past 10 years the supply of available beds has

• Number of people over 85 in the UK forecast almost to

• As smaller homes withdraw from the market, the

care, are the fastest growing segment of the population
double by 2043, to 3.2 million

• Covid-19 may reduce demand in the short-term

not increased

average size of care homes has increased, from 35
beds to 42 beds over the period

• The average size of care homes in Impact’s portfolio is
50 beds
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A fragmented market in which dementia plays
a major role
A highly fragmented market

Demand for dementia care is forecast to grow

• Over recent years the market share of the 10

• The Alzheimer’s Society estimates there are

• The market share of sole traders with one or two

• That number is forecast to grow by up to 80% by

• Mid-sized groups with between three and 80

• An estimated 69% of residents in care homes have

largest operators has declined, from 27% to 21%

homes has also shrunk, from 49% to 32%

homes have been more dynamic. Most of Impact’s
tenants are active in this part of the market

883,100 people in the UK with dementia.
2040

some form of dementia

• Building dedicated dementia units was a focus of
Impact’s asset management in 2019
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A growing market with fees rising above
inflation
A growing market

Fees rising faster than inflation

• In 2019 an estimated £16.5 billion was spent

• Rising demand and limited new capacity

on care for elderly people in care homes

• Approximately equal numbers are funded

either privately or though a combination of
local authorities

• The market has continued to grow through

have sustained fee increases above
inflation

• Over the past 20 years fee increases have
averaged 3.7% per annum, while RPI has
grown at an average of 2.8% per annum

past recessions (eg, 2008/9)
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Portfolio review

Impact Healthcare REIT plc

Old Prebendal House
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Portfolio overview
Long-dated and inflation-linked income from tenants who provide an essential service for
communities across the UK

86

Care homes¹

4,274

Beds across the UK

£23.1m

Contracted rent²

19.7 years

Weighted average
unexpired lease term

9 tenants

National and
strong local operators

1 Includes two medical units leased to the NHS. Does not include homes exchanged post balance sheet
² As at 31 December 2019
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Growing the rent roll

475
5,407

29,000

29,395

376

27,000
25,000
4,754

23,000

412

192

23,137

21,000
19,000

17,779

17,000
15,000

Contracted rent Acquisitions
at Dec 2018
2019

Rent reviews
2019

Contracted rent Acquisitions
Asset
at Dec 2019
Q1 2020¹
management
rent 2019

Rent reviews
Q1 2020

Contracted rent
Asset
management post balance
sheet
rent 2020

¹ Contracts exchanged to acquire 17 care homes after the year end. Eight of these acquisitions have completed. The completion of the acquisition of nine homes from
Holmes Care is subject to regulatory approvals
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Increasing tenant diversification
Contracted rent:
£17.8m

2%

5%

Contracted rent:
£23.1m

6%

7%

1% 4%

13%

8%

10%

December 2018

4%

49%

Contracted rent:
£29.4m

2%
3%
1%

39%

8%

December 2019

7%

Post balance sheet¹

6%
3%

8%

28%

33%

5%
8%

22%

Minster

Croftwood

Prestige

Welford

Renaissance

MMCG

NHS

Optima

Silverline

Holmes

18%

Careport

¹ Contracts exchanged to acquire 17 care homes after the year end. Eight of these acquisitions have completed. The completion of the acquisition of nine homes from Holmes
Care is subject to regulatory approvals
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Strong lease structures
Strong lease structures generate attractive, predictable and long term income:



Long fixed term: Minster, Croftwood, and Welford 20 years; all other tenants 25 years
(with the exception of two properties leased to the NHS)






Options to extend




Full repairing and insuring leases



Penalties if rent cover falls below agreed levels and ability to change the tenant for
under-performance even if rent has been paid in full

No break clauses
Rent fixed (ie, not related to tenants’ turnover or trading)
Upwards only annual rent reviews at RPI, with a floor of 2% and cap of 4% on all
homes (two buildings leased to the NHS adjust annually at CPI with no cap and floor)

Tenants responsible for maintaining homes and have committed to a minimum level of
expenditure per bed on maintenance annually, rising with RPI
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Robust operating performance
from existing tenants
Impact¹

Metric

National average²

Number of homes
86
Rent cover

(tenant EBITDARM/rent)

Year to December 2019

1.8x

Outstanding
Good
Requires Improvement
Inadequate

7.2%
71.1%
20.5%
1.2%

CQC ratings³

¹ Data as at 31 December 2019 unless otherwise stated
² Source: CQC register of homes in England with more than 30 beds
³ As at 4 March 2020

4.8%
72.7%
20.7%
1.8%
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Portfolio and asset
management

Baylham Care Centre
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Disciplined asset acquisition programme
(Net yield)
9.0%
8.6%

8.5%
8.1%

8.0%

7.8%
7.5%

7.5%
7.1%

7.6%

7.7%
7.4%

7.5%

7.4%

7.4%

7.5%

7.2%

7.0%

7.0%
6.7%

6.5%
6.0%
5.5%
5.0%

Source: Company information
1 Minster and Croftwood are both part of the Minster Group
2 Net Yield defined as rental income at acquisition divided by purchase price net of acquisition costs
³ Contracts exchanged post 31 December 2019 balance sheet
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Portfolio management
Value add

Core

Non-core

•

Present opportunities to deploy capital to
enhance the asset

•

Good quality buildings with a useful life
greater than the duration of the lease

•

Usually acquired as part of larger portfolios

•

May be a smaller home or have a lowlevel of en suite bathrooms

•

Invested to an appropriate standard

•

Higher alternative use values

•

Stable trading underpinning a sustainable
level of rent cover

•

Could be geographically isolated

•

Potential to create value through enabling
the tenant to offer a new service, such as
dementia care, and/or targeting private
residents
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Our value-add asset management strategy



Asset management is one of the most attractive strategies we have to deploy capital
It offers a potential win-win-win:





New, high-quality accommodation for residents
Higher earnings and better rent cover for our tenants
Repositioned building for Impact with higher rent and potential for capital gains




Risks lower and easier to analyse than greenfield development



Financial arrangements for our funding of capex are set out in the framework
agreements we have in place with tenants



Yield on capital deployed > 8% per annum

We already own the land and tenant has central services (staff offices, kitchens,
laundries) on site reducing the marginal cost of adding beds
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Dementia units at Diamond House and Freeland
completed
Diamond House, Leicester

•
•
•

Diamond House is a 44-bed care home in
Leicester, currently rated outstanding by CQC
The home has been extended through the
construction of Sapphire House, a dedicated 30bed dementia unit
Sapphire House was completed in January 2020,
received CQC registration in February and began
admitting residents
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Dementia units at Diamond House and Freeland
completed
Freeland House, Oxfordshire

•
•
•
•

46-bed extension linked to existing home
New beds will provide dementia care while existing
home continues to offer nursing beds
Central double volume atrium and access to new
landscaped gardens to give residents secure and
high quality day space
Will open following CQC approval. In the meantime
having discussions with the NHS about whether
the facility could be used to add capacity for the
NHS during the pandemic
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Active asset management pipeline
Home

Tenant

Capex (£m)

Beds added

Rent
increase (£k)

Status

Description

Projects completed in prior years
Turnpike

Croftwood

0.92

25

78

Completed

Conversion of closed supported living unit to
care beds

Littleport

Minster

2.17

21

185

Completed

Development of a new dementia unit

Ingersley

Croftwood

0.20

12

16

Completed

Conversion of closed supported living unit to
care beds

Parkville II

Prestige

2.17¹

38

188

Completed

Conversion of a closed building to a new
dementia unit

Croftwood

1.10

11

106

Completed

Reconfiguration and extension of home

Diamond House

Minster

2.65

30

228

Completed

Development of a new dementia unit

Freeland

Minster

4.85

46

403

Underway

Development of a new dementia unit

Croftwood

0.60

5

48

Ready to start

Careport

0.75

N/A

60

Underway

Reconfiguration and improvements to home

Minster

0.69

N/A

55

Underway

Enhancement of day spaces and bathrooms

Forward funding of a new home

Projects completed or commenced in 2019
Garswood

Loxley
Old Prebendal House
Amberley, Craigend,
Duncote Hall and Falcon

Reconfiguration and extension of home

Approved projects planned to start in 2020
Hartlepool

Prestige

6.10

94

475

Underway

Fairview

Welford

2.35

17²

195

Awaiting
planning

Total

¹ Estimated deferred payment

24.45

Link two existing units

2,037

² 17 new beds in link building, reduction from 21 to 14 beds in Fairview House, giving a net addition of 10 beds
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Appendices

Westhaven

Freeland

Littleport Grange

Duncote The Lakes

Littleport Grange

Sapphire House

Duncote
Briardene
Hall
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Summary of Company structure
Entity

• Impact Healthcare REIT PLC

Market

• Listed on the specialised fund segment of the Main Market of London Stock Exchange on 7
March 2017, transferred to the premium segment of the Official List on 8th February 2019

Current share capital

• 318,953,861 ordinary shares outstanding

Target dividend

• Target dividend of 6.29 pence per share for 2020.

Gearing

• The Company utilises prudent financing with a maximum LTV of 35% of gross assets

Valuation

• Quarterly valuation by Cushman & Wakefield

Independent Board

• Board comprised of 5 experienced Non-Executive Directors and is independent of the AIFM

Discount control

• Share buy-back authority for up to 14.99% of issued share capital.

AIFM

• Impact Health Partners LLP – Principals: Mahesh Patel and Andrew Cowley

Management commitment

• Mahesh Patel £10m share holding in the Company. Other members of management and
board hold £1.2m

Fees

• Management fees: 1% of NAV payable to Impact Health Partners LLP reducing to 0.70% on
NAV above £500m

Corporate brokers and other advisers

• Winterflood Securities, RBC Capital Markets, Travers Smith and BDO
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Impact board and company structure
The five experienced Non-Executive directors comprising the board provide strong corporate governance and close
alignment to shareholders via a significant shareholding
•
•

•
•
•
•
•

Chairman: Rupert Barclay (independent non-executive)
Chairman of Sanditon Investment Trust, Managing Partner
of Cairneagle Associates, former Audit Committee Chair of
Lowland Lowland Investment Co. and experienced board
member of public and private companies
Qualified accountant, INSEAD MBA and Cambridge MA
Director: Amanda Aldridge (independent non-executive)
Former audit and advisory partner at KPMG LLP
Extensive audit and advisory work including clients with
significant property portfolios.
Chartered accountant

Independent Board of
Directors
Independent
oversight

Impact Healthcare REIT
PLC

Investment Manager

Impact
Health
Partners LLP

100% ownership

•
•

•
•
•
•

•
•

•

SID: Rosemary Boot (independent non-executive)
Former Executive Director of Circle Housing Group and
Finance Director of the Carbon Trust. 16 years corporate
finance experience at UBS Warburg. Currently nonexecutive director of Southern Water
Cambridge MA
Director: Paul Craig (non-executive)
Portfolio manager at Old Mutual Global Investors. Over 20
years of investment experience
Quilter has a 18.9% interest in the Company through funds
managed by Paul1

Director: Philip Hall (independent non-executive)
Formerly chairman of Jones Lang LaSalle’s healthcare
team in the UK. 20+ years’ experience in the healthcare
sector internationally. In 2011 acted for landlords in the
restructuring of Southern Cross
Chartered Surveyor with further qualifications in
environmental sciences and town planning

Propcos

Minster Care2
Croftwood Care2

Rent

Lease Agreements

Tenants / Operators

Prestige Group
Impact’s tenants
include

Welford
Careport
Renaissance
MMCG

Fees

NHS Cumbria
Optima
Silverline

Local Authority/NHS and
Private Clients

Source: Company information
1 As at 31 December 2019
2 Minster and Croftwood are both part of the Minster Group
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Disclaimer
This document has been prepared for information purposes only by Impact Healthcare REIT plc (the "Company") for use in connection with preliminary discussions relating to the
Company. This document is not and should not be construed as a prospectus or offering document and recipients should not subscribe for any shares in, or make any investment
decision in relation to the Company on the basis of the information in this document., Any investment decision to subscribe for new shares in the Company must be made exclusively
on the basis of a prospectus or other offering document prepared by the Company, which will be provided to you and will supersede the information in this document. Copies of a
prospectus, if published, will be available from www.impactreit.uk.
Nothing in this document constitutes investment advice nor does it constitute a recommendation and nothing contained in this document should be dement to have been based
upon a consideration of the investment objectives, financial situation or particular needs of any specific recipient.
This document is an advertisement and not a prospectus and is strictly confidential, may not be distributed to the press or any other person, may not be reproduced in any form and
may not be published, in whole or in part, for any purpose. Failure to comply with this restriction may constitute a violation of applicable securities laws.
The information and opinions contained in this document are provided as at the date of the document and are subject to change. No representation or warranty, express or implied,
is or will be made in relation to the accuracy or completeness of the information contained herein and, save in the case of fraud, no responsibility, obligation or liability (whether direct
or indirect, in contract, tort or otherwise) is or will be accepted by the Company, Impact Health Partners LLP, Carne Global AIFM Solutions (C.I.) Limited, Winterflood Securities
Limited, RBC Europe Limited or by any of their respective directors, partners, officers, employees, or any member of their respective group of companies or advisers ("Affiliates") in
relation thereto.
All projections, estimations, target returns and the like in this document are illustrative exercises involving significant elements of judgement and analysis and using the assumptions
described herein, which assumptions, judgements and analyses may or may not prove to be correct. The actual outcome may be materially affected by changes in, for example,
economic and/or other circumstances. Each of the Company, Impact Health Partners LLP, Carne Global AIFM Solutions (C.I.) Limited, Winterflood Securities Limited, RBC Europe
Limited and their respective Affiliates expressly disclaims any and all liability which may be based thereon. In particular, no representation or warranty is given as to the achievement
or reasonableness of future projections, estimates, or target returns, if any. Any views contained herein are based on financial, economic, market and other conditions prevailing as
of the date of this document. The information contained in this document will not be updated.
This document may not be published, distributed or transmitted by any means or media, directly or indirectly, in whole or in part, in or into the United States. This document does not
constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States. The securities mentioned herein have not been, and will not be, registered under the U.S.
Securities Act of 1933, as amended (the "US Securities Act") or with any securities regulatory authority of any state or other jurisdiction of the United States and will not be offered,
sold, exercised, resold, transferred or delivered, directly or indirectly, in or into the United States or to, or for the account or benefit of, any US person (as defined under Regulation S
under the US Securities Act). The Company has not been, and will not be, registered under the U.S. Investment Company Act of 1940, as amended.
Neither this document nor any copy of it may be: (i) taken or transmitted into or distributed in any member state of the European Economic Area (other than the United Kingdom and
the Republic of Ireland), Canada, Australia or the Republic of South Africa or to any resident thereof, or (ii) taken or transmitted into or distributed in Japan or to any resident thereof.
Any failure to comply with these restrictions may constitute a violation of the securities laws or the laws of any such jurisdiction. The distribution of this document in other jurisdictions
may be restricted by law and the persons into whose possession this document comes should inform themselves about, and observe, any such restrictions.
This document has not been approved by an authorised person in accordance with section 21(2)(b) of the Financial Services and Markets Act 2000. Accordingly, in the United
Kingdom, this document is being made available to and is directed only at: (i) persons having professional experience in matters relating to investments, i.e. investment professionals
within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO"); (ii) high net-worth companies,
unincorporated associations and other bodies within the meaning of Article 49 of the FPO; and (iii) persons to whom it is otherwise lawful to make the document available. The
investment or investment activity to which this document relates is available only to such persons and will be engaged in only with such persons. Persons who fall outside categories
(i) and (ii) above must check that they fall within category (iii). If they do not, they may not receive this document or attend any meeting relating to its content. Any person who does
not fall within categories (i) to (iii) above may not rely on or act upon the matters communicated in this document. Any person falling outside categories (i) to (iii) who has received
this document must return it immediately.
Notice to prospective investors in the Netherlands:
The shares (including the rights representing an interest in the shares in global form) in the capital of the Company, have not been and shall not be offered, sold, transferred or
delivered in the Netherlands other than to individuals or (legal) entities in the Netherlands who or which qualify as qualified investors (gekwalificeerde beleggers) within the meaning
of section 1:1 of the Dutch Act on Financial Supervision (Wet op het financieel toezicht) as amended from time to time. No approved prospectus is required to be published in
accordance with the Prospectus Directive (Directive 2003/71/EC), as amended.
Winterflood Securities Limited, which is authorised and regulated by the Financial Conduct Authority in the United Kingdom, and RBC Europe Limited (trading as RBC Capital
Markets), which is authorised by the Prudential Regulatory Authority and authorised and regulated by the Financial Conduct Authority in the United Kingdom, are acting only for the
Company in connection with the matters described in this document and neither Winterflood nor RBC Capital Markets are acting for or advising any other person, or treating any
other person as its client, in relation thereto and will not be responsible for providing the regulatory protection afforded to clients of Winterflood nor RBC Capital Markets respectively
or advice to any other person in relation to the matters contained herein. None of Winterflood, RBC Capital Markets nor any of their respective Affiliates of agents accepts any
responsibility or liability whatsoever for this document, its contents or otherwise in connection with it or any other information relating to the Company, whether written, oral or in a
visual or electronic format.
By accepting this document you agree to be bound by the foregoing provisions, limitations and conditions and, in particular, you have represented, warranted and undertaken that
you have read and agree to comply with the contents of this notice including without limitation the obligation to keep the information given at the presentation and in this document
and its contents confidential.
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