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Executive summary
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Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amount 
originally invested.
Source: Schroders, January 2022
* For or in the 12 months ended 30 Sept 2021

Investment objective to provide secure, 
long-term, inflation-protected returns

Close share price discount, protect 
shareholder value

Strong ground rent collection during 
pandemic and economic distress

46% of income reviews in next five 
years, 73% in next ten years.  Potential to 
benefit from rising inflation expectations

Best-in-class management – significant 
increase in workload

“Golden Thread” and insurance 
underwriter data requirement

NAV £99.7m or 103.1 pence per share 
(“pps”)

Beetham Tower provision reversed (30 
September 2021, net +£2.4m)

Sold Beetham Tower (2 August 2021)

Share buyback

New Board appointments

Increasing external management and 
litigation costs

Reduced ancillary income - consent fees 
and insurance commissions

Fire Safety Act and Leasehold Reform 
(Ground Rent) Bill 

Early adopters of proposed Building 
Safety Bill

Headwinds from leasehold and building 
safety reform

Continuation vote by August 2023

Possible mandate expansion?

£3.8m (3.96 pps) dividends paid, 
recurring dividend cover of 82%*

Dividend target reduced 24% to 3.0 pps
p.a. Expect to be fully covered by FY 

2022 and progressive thereafter

EWS1 remediation and Building Safety 
Fund applications

Service provider retenders completed

Low gearing with flexible RCF

16% consolidated group LTV (net of 
cash), ‘all-in’ loan interest rate 2.4% p.a.

Company strategy Income focus Asset managementFinancials

Implementing strategy to improve shareholder returns

Recurring distributable earnings of 
£3.2m and profit of £1.2m*

Net cash from operating activities of 
£2.3m*
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Key metrics

Results for the year ended 30 September 2021

Source: Schroders, January 2022
• Excludes nonrecurring items such as Beetham Tower litigation costs
Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amount originally invested.
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12 months to 30 September 2020 30 September 2021 % change

Ground rent income £4,855,924 £4,942,648 +2%

Ancillary income £1,210,201 £751,139 -38%

Recurring distributable earnings* £3,124,190 £3,159,112 +1%

Profit/(loss) after tax (£1,586,203) £1,192,906 +175%

Earnings/(loss) per share (1.64) pence 1.23 pence +175%

Dividends paid per share 3.99 pence 3.96 pence -1%

As at 30 September 2020 30 September 2021 % change

Net Asset Value (“NAV”) £102,558,112 £99,714,169 -3%

NAV per share 105.7 pence 103.1 pence -3%

Property valuation £124,190,000 £119,380,000 -4%

Loan to Value, net of cash 15.7% 16.3% +60 basis points
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NAV decrease of 2.8% and a NAV total return of 1.3%

NAV movement for the year ended 30 September 2021

Source: Schroders, January 2022.
* Net revenue excluding costs in relation to Beetham Tower, Manchester
Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amount originally invested.

– NAV of £99.7 million or 103.1 pps as at 30 September 2021, which compares with £102.6 million or 105.7 pps at 30 September 2020.
– NAV decline of 2.6 pps or -2.5% with a NAV total return, including dividends paid of £3.84 million, of 1.3%.
– Decrease in portfolio valuation of £4.7 million over financial year.
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Ancillary income*

Challenging market conditions have lead to reduced income

Falling ancillary income

Source: Schroders, ONS, January 2022. 
* Insurance income: FY 2020 is based on a pro-rata amount between the insurance years beginning 1 Oct 2019 and 1 Oct 2020. All figures are on an accruals basis and exclude taxes.
** ONS, House Price Statistics for Small Areas, June 2021 release. Figures cover England & Wales and are for YE December 2020 vs. YE December 2018. Detached and semi-detached houses only.

Consents
• Apartment sales weakened by industry wide building safety issues and Covid-19. 

E.g. apartment sales fell 38% vs. 20% fall for houses over the past two years**
• Fees are subject to “reasonableness” under residential leasehold legislation. 

Market benchmarking exercise carried out in March 2020 to review best 
practice

• Income may improve in 2022 following reset of Government’s approach to 
building safety and reappointment of property manager on better terms

Insurance
• Fall in 2021 income due to restricted underwriting capacity within the residential 

insurance market, primarily due to industry wide building safety issues
• Insurance terms tightened, particularly on those properties with known fire 

safety concerns
• GRIO’s insurance policy remains comprehensive and benefits from the 

economies of scale of the wider Schroders Capital Real Estate book
• We have completed insurers’ additional due diligence requirements, which has 

accelerated the collation of building design information ahead of the introduction 
of the Building Safety Bill, and should support portfolio liquidity and our delivery 
of best-in-class residential asset management

• Level of insurance related income unlikely to recover to previous levels
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Delivering a sustainable and progressive dividend policy

Income and dividend

Earnings

Annual dividend target reduced by 24% to 3.0 pps, expected to be fully 
covered by recurring earnings during the full year ending September 2022. 

At this level the Board expects to adopt a progressive dividend policy as rent 
reviews increase ground rent income.

Quarterly dividend payments (pps)

* Based on calendar year and dividend pay dates
Source: Schroders, January 2022 
Past Performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amounts originally invested.

Dividend

Quarter dividend paid*

0.99 0.99 0.99 0.99 0.99 0.99 0.99
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Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021 Q2 2021 Q3 2021 Q4 2021

Year to 30 Sept. 2020
(£m)

Year to 30 Sept. 2021
(£m)

Revenue 6.1 5.7

Profit on sale 0.3 0.3

Rental and related income 6.4 6.0

Operating expenses 
(excluding exceptional items)

-2.3 -1.9

Provision for Beetham Tower 
remedial works

-2.9 2.9

Disposal/litigation costs for 
Beetham Tower

-1.6 -0.5

Net revaluation loss on 
investment properties

-0.5 -4.7

Operating profit/(loss) -0.9 1.8

Net finance expenses -0.7 -0.6

Profit/(loss) after tax -1.6 1.2
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Portfolio well placed to capture rising and above target inflation.

Ground rent expected to increase 3.3% p.a. over next five years assuming RPI inflation of 2.7% p.a.*

Income visibility supports path progressive, fully covered dividend

Illustrative ground rent income

Source: Schroders, ONS, January 2022. 
*Over the five years to and including October 2021 RPI inflation increased 2.7% p.a. (annualised).
Chart for illustrative purposes only and should not be viewed as a recommendation to buy or sell. The forecasts included are not guaranteed; they are provided only as at the date of issue and should not be relied upon. Our 
forecasts are based on our own assumptions which may change. We accept no responsibility for any errors of fact or opinion and assume no obligation to provide you with any changes to our assumptions or forecasts. 
Forecasts and assumptions may be affected by external economic or other factors.
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* As at 14 January 2022. Dividend saving assumes rebased dividend of 3.0 pps p.a.
Source: Schroders, January 2022

Ground rent reform 
– Progressing in line with expectations
– Some of Government’s proposals may potentially 

breach landlords’ legitimate property interests
– Continue to work closely with other institutional 

owners and industry bodies to ensure all relevant 
property stakeholders are considered by Government

Building safety
– Government has reset its approach to building safety 

issues with emphasis on ‘polluter pays’ principle and 
additional funding being sought from developers and 
cladding and insulation manufacturers

– Qualifying applications made to Building Safety Fund

Competition and Markets Authority 
– CMA investigation ongoing, undertakings now 

agreed with Aviva and three housing developers 
Consultation letters issued to other investment 
groups

– CMA not currently taking action against GRIO
– Improved offer to residential leaseholders with sub 

20 year doubling ground rents

Share buybacks
– The Company's share price discount to NAV has 

persisted since the onset of leasehold reform in 2017
– Share buyback programme is part of a package of 

measures to re-rate the Company and close the share 
price discount to NAV

– 996,000 shares purchased at average price of 74 
pence (£734,000) or 28% discount to NAV as at 30 
September 2021. NAV accretion and dividend saving 
estimated at 0.3% and 1% respectively*

Disposals
– Reviewing potential for disposals to crystallise profits 

and / or sell more secondary assets
– Potential for proceeds to be used to repay debt, 

invest in the share buyback or make new acquisitions

Sustainability
– Limited, unilateral options in relation to 

‘Environmental’ and other such capex due to the 
lease, title and legislative frameworks of ground rents 

– The Company does, however, have greater ability to 
deliver positive change in relation to ‘Social’ and 
‘Governance’ issues

Property Manager and  Legal retenders
– Formal tenders part of optimising shareholder returns 

and delivering best-in-class management:

1. The incumbent property manager retained on terms 
aimed at improving the service provided to 
leaseholders and the Company by measures 
including systems integration, streamlining 
processes and procedures, and leveraging the 
property manager’s sustainability credentials

2. Legal counsel consolidated with an established firm 
with residential ground rent, building safety and 
regulatory expertise. Will help address increased due 
diligence requirements, such as from insurers or as 
part of the disposal strategy

Legislative reform Corporate strategySupplier retenders

Progress in key areas



Discrete yearly performance
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Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the 
amounts originally invested.

Source: Schroders, Refinitiv, January 2022. 1 Schroders, Datastream, bid to bid price with net income reinvested in GBP. 2 Schroders, Datastream, bid to bid price. 3 Schroders, NAV to NAV (per share) plus dividends paid. 
4 NAV is Schroders March NAV Report-104.5pps inc NWGR Adjustment. 

Ground Rents Income Fund Plc – Risk Considerations: 

The Company borrows for investment purposes. This will magnify any gains or losses made by the Company.

The Company has no maturity date. The Company may only be terminated by a continuation vote, a shareholders’ voluntary liquidation or by a compulsory liquidation if the Company were 
unable to pay its debts. The Company owns a portfolio of assets with the income generated from the collection of ground rents. 

Potential legislative reform may impact the Company’s value and future income streams. However, any reform would be required to strike a fair balance between leaseholders and landlords 
with legitimate property interests.

The Company invests in real estate which may be viewed as a higher risk and illiquid investment and may, therefore, be adversely affected by a decrease in market liquidity for the assets in 
which it invests.

You may not be able to sell your product easily or you may sell at a price that significantly impacts on how much you get back. This product does not include any protection from future 
market performance so you could lose some or all of your investment. 

The Company will invest solely in property located in the UK. This can carry more risk than investments spread over a number of countries. The performance of the Company would be 
adversely affected by a downturn in the property market in terms of capital value or a weakening of rental yields. The Company invests in real estate which may be viewed as a higher risk and 
illiquid investment and may, therefore, be adversely affected by a decrease in market liquidity for the assets in which it invests.

The Company has the ability to use gearing as part of its investment strategy. The use of gearing will increase the risk profile of the Company and the volatility of the value of Shares, and will 
amplify losses in the event of a decline in gross asset values. Gearing may create significant underperformance, particularly in times of a falling property market. Borrowing costs may, from 
time to time, exceed returns on property.

Discrete Yearly Performance (%) Q3 2020 – Q3 2021 Q3 2019 – Q3 2020 Q3 2018 – Q3 2019 Q3 2017 – Q3 2018 Q3 2016 – Q3 2017

Share price1 -9.0 -7.7 -19.5 -9.4 -4.8

Shareholder Total Return2 -3.8 -3.3 -17.1 -6.1 -1.9

NAV Total Return3, 4 1.3 -1.5 -2.1 -8.6 2.9

Ground Rents Income Fund Plc
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Inflationary pressure should begin to ease in the second half of 2022

Source:  ONS, Schroders. December 2021. Note forecasts should be regarded as illustrative of trends. Actual figures will differ from forecasts. 
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UK Inflation

Source: HMRC, ONS, Schroders.  November 2021.  Note forecasts should be regarded as illustrative of trends. Actual figures will differ from forecasts.

UK Labour Market

Higher inflation could become permanent if labour shortages trigger a wage-price spiral
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GRIO dividend yield vs index-linked yields
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Current yield margin is 1.1x the five year average

Source: Fixed Income Investor, Schroders and Refinitiv, 19 January 2022.
Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amount originally invested.
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LEASEHOLD REFORM
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Reform progressing

Source: Schroders, January 2022

Leasehold reform

Leasehold reform

– Government intends to tackle leasehold reform through two pieces of legislation:

1. The Leasehold Reform (Ground Rent) Bill. Introduced in May 2021 and currently at the Report Stage in the House of Commons. The 
bill will fulfil the commitment to “set future ground rents to zero”

2. Future legislation. Government’s intentions include:

– Reform the enfranchisement process to make it “easier and cheaper” for leaseholders

– Give leaseholders of flats and houses the same right to extend their lease agreements, “as often as they wish, at zero ground rent, 
for a term of 990 years”

– Provide homeowners with greater choice and powers to do with responsibilities and management

– Mandatory regulation of all property managers

– The Government has set up a working group in conjunction with the RICS to consider the enfranchisement premium methodology 

– Advice indicates that Government’s enfranchisement proposals, including prescribing rates other than at a “No Act” market value and 
setting a ground rent cap at 0.1% of freehold value, would potentially breach landlords’ legitimate property interests

– Consultation to do with implementing the Government’s proposals closes 22 February 2022. Includes non-residential limits to do with 
mixed use properties and leasebacks to landlords as part of collective freehold acquisitions

– We support fair and sustainable leasehold reform, including measures to save time and expense for all parties in the enfranchisement 
process, and continue to work closely with other institutional owners and industry bodies, such as the RICS and the BPF, to ensure all 
relevant property stakeholders are carefully considered by the Government
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Competition and Markets Authority (“CMA”) securing undertakings

Source: Schroders, January 2022

Leasehold reform

Latest

– The CMA has secured undertakings with Aviva and three housing developers – Countryside, Persimmon and Taylor Wimpey – to 
remove rent reviews that double more frequently than every 20 years

– Where the developers have since sold the freehold, they have undertaken to pay undisclosed compensation to the current owner subject 
to the owner agreeing similar terms with the CMA. This approach is consistent with the 'polluter pays' principle; those who create a 
problem should ultimately pay to resolve it

– The CMA continues to investigate two investment groups and housing developer Barratt Developments

– In line with its prioritisation principles, the CMA is not currently taking enforcement actions against the Company

Improved offer

– The Company has five residential properties where the original leases provide for ground rents that double more frequently than every 
20 years (for at least part of the lease term) that may be of the kind addressed by undertakings similar to the above

– These five properties originally provided for 392 in-scope apartments but this has since decreased to 252 because of a 36% take up of 
the Company’s doubling ground rent asset management programme (so called “Project Pacific”), which was introduced in 2017 and
offers residential leaseholders the opportunity to convert their existing doubling rent review mechanism to the lesser of inflation, as 
measured by RPI, or doubling while retaining their existing review cycle

– The remaining 252 apartments make up 2.6% of the Company’s ground rent and 1.9% of value. All five properties were built by 
developers who have since fallen into administration

– We are due to provide full details of an improved offer to relevant leaseholders that reflects the circumstances of those leases, which 
fairly balances the interests of leaseholders and the Company’s shareholders



– Residential leaseholders have a statutory right, subject to qualification, to buy the freehold of their property (collectively for an apartment 
block or individually for houses), or extend their lease by an additional 90 years at a ‘peppercorn’ (nil) rent 

– Current legislation subject to various qualifications depending on whether a leaseholder(s) wants to buy the freehold or extend the lease

– A landlord receives a premium (price) for the loss of its legitimate interest in the property when leaseholder(s) take up these rights.          
This enfranchisement premium comprises three elements:

1. Term – the value of the right to receive the ground rent income over the remaining years of the current lease

2. Reversion - the value of the right to have the property back when the lease expires

3. Marriage Value - the additional value when the separate freehold and leasehold interests are “married” under single ownership

– Alternatively, leaseholder(s) can negotiate on a non-statutory basis, avoiding the cost and complication of the prescribed legislative process

– GRIO has completed nine claims per year over the past three years (two “statutory” and seven “non-statutory”), nearly all for the 
enfranchisement/sale of leasehold houses. This is summarised as follows:

– Since 2012, GRIO has not received any requests from apartment leaseholders to collectively enfranchise (statutory or otherwise)

Enfranchisement reform (1)
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* Based on the prevailing independent portfolio valuation as at completion of the enfranchisement event. 
Source: Schroders, January 2022

Type of 
Enfranchisement

No. of completions
(units)

Ground rent 
(£)*

Valuation 
(£)*

Valuation 
(YP)*

Premium paid 
(£)

Premium paid
(YP)

Val. v. Prem. Difference
(£ / %)

Statutory 6 1,760 46,130 26.2 62,440 35.5 16,310  / +35%

Non-Statutory 21 3,489 87,186 25.0 123,503 35.4 36,317 / +42% 

Grand Total 27 5,249 133,316 25.4 185,943 35.4 52,627 / +39% 

Current position



– The Government proposes making it “easier and cheaper” for residential leaseholders to buy their freehold or extend their lease by:

1. Abolishing “marriage value” as part of the premium calculation

– Not relevant to GRIO because marriage value is not relevant for long-dated ground rents / leases (+80 years unexpired term)

2. Capping the treatment of ground rent in the premium calculation at 0.1% of the property’s ‘freehold value’

– Relevant to GRIO because current residential ground rents range between negligible% and 1.2% (see next slide)

3. Prescribing the capitalisation rates (yields) in the premium calculation ‘at market value’

– Relevant to GRIO because the cap rate is applied to the ground rent to determine the premium payable

– How can we assess the impact on GRIO’s portfolio?

– The enfranchisement and investment markets are connected but governed by different participants and dynamics

– Reversion is influenced by property values, which we and our Data Insights Unit have estimated using data from Rightmove

– Sales prices of apartments/houses can, however, be influenced by the specifics of the lease. We therefore estimate freehold value by 
adjusting, where relevant, the Rightmove sales price for the unexpired term and the ground rent payable provided by the current lease

– We then divide the ground rent by the freehold value to compare against the Government’s 0.1% proposal*. For context, the RICS advise 
ground rents less than 0.25% are not ‘onerous’ and should have ‘no effect on value’; and Nationwide, in its lending criteria for secondary 
sales, advises rents less than 0.50% should not impact ‘marketability’

– We can differentiate between properties currently caught by residential legislation and those not (such as commercial properties)

– We have based the capitalisation rates on the current investment market. Rates are to be prescribed ‘at market value’ but the
Government is yet to provide further detail. If rates were to be prescribed prior to the market to being adversely affected by proposed 
legislation, this could support the term element of enfranchisement premiums payable

20

Analysing the potential impact

Source: Schroders and Rightmove, January 2022. * This assumes the calculation is to be assessed at the valuation date.

Enfranchisement reform (2)
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Enfranchisement reform (3)

* Considers legislation, the title and leasing structure of each property and the type of leaseholder(s)
** ‘Ground rent %’ is current ground rent payable divided by the estimated current unencumbered freehold 
value of the underlying relevant properties
*** Based on the independent portfolio valuation as at 30 September 2021
Source: Schroders, January 2022

Caught by 
legislation*

Ground rent 
vs. freehold 

%**

Ground rent 
(£'000)***

Ground rent 
(%)***

Valuation 
(£m)***

Valuation 
(%)***

Yes 0.0-0.1 1,356 27.8 31.7 26.5

0.1-0.2 1,580 32.4 37.2 31.1

0.2-0.5 562 11.6 13.5 11.3

0.5-1.2 95 1.9 2.7 2.2

TBC 208 4.3 5.1 4.3

Sub-total 3,800 77.9 90.1 75.5

Partially 0.1-0.2 0 0.0 0.0 0.0

0.2-0.3 460 9.4 13.9 11.6

0.3-0.4 86 1.8 2.5 2.1

Sub-total 546 11.2 16.4 13.7

No 535 11.0 12.9 10.8

Total 4,881 100.0 119.4 100.0

Analysis of results

Key observations for fully in scope assets
– 60% of ground rent or 58% of value below 0.2%
– 13% of ground rent or 14% of value above 0.2% (max. of 1.2%)
Key observations for partially in scope assets
– 11% of ground rent or 14% of value in total
– Generally student properties subject to headleases. Lower risk due to 

all leaseholders effectively being buy-to-let investors and headlease 
structures protect against lease extension requests

Other observations and clarifications / risks to the analysis
– If the 0.1% cap were applied to the claims completed over the past 

three years, premiums paid would reduce by £6,600 per year (-11%)
– Enfranchisement is generally driven by leaseholders seeking to 

protect the ability to mortgage their property. Portfolio Weighted 
Average Unexpired Lease Term of 375 years is significantly higher 
than lenders’ current minimum requirement of approx. 120 years 

– New legislation likely to be less favourable to landlords’ interests, 
albeit potentially protected by compensation claims from Government 

– 4% of the portfolio by value (‘TBC’ in the table) is caught by legislation 
but further analysis is needed to be confident in the estimate of value

Next steps
– Improve understanding of TBC assets and continue to engage with 

Government and other stakeholders to protect GRIO’s interests
– Use increased understanding of underlying properties to improve rent 

and other income recovery 



BUILDING SAFETY REFORM



– In January 2022 the Government reset its approach to building safety issues:

– Common sense - misinterpreted advice replaced by a more proportionate, risk-based
approach to avoid wholescale cladding replacement where safe to do so

– High-rise buildings - accelerate and prioritise government funding

– Medium-rise buildings - proposals for leaseholder loans scrapped and £4 billion to be
raised from developers, plus further cash from cladding and insulation manufacturers,
to remediate blocks between 11 and 18 metres tall. If fully-funded plans cannot be
agreed by early March, the Government may restrict access to taxpayer funding, future
procurements or UK markets, and ultimately may impose a solution in law

– Polluter pays - those at fault will be held to account. ‘We are coming for you’, as
described by Housing Secretary, Michael Gove MP, in Parliament

– Leaseholder protections - no leaseholder ‘living in their own flat’ will have to pay to fix
unsafe cladding, including new statutory protections

– Building Safety Bill (“BSB”) is making its way through Parliament and aims to improve the 
whole building control system following the Grenfell Tower tragedy

– We have completed insurers’ additional due diligence requirements, which has 
accelerated the collation of building design information ahead of the introduction of the 
BSB, and should support portfolio liquidity and our delivery of best-in-class residential 
asset management

Seeking to resolve complex building safety issues

Building safety reform

Source: Schroders, Inside Housing, January 2022
23

VITA First St, Manchester

23



24

Progressing remediation projects to address complex building safety issues

* BSF is the Building Safety Fund (including the Waking Watch Relief Fund)
** As far as we are aware. Excludes undisclosed funding in relation to the Non-Managed Estate. Note also, funding is 
received by building service charge accounts not the landlord
*** Based on the independent portfolio valuation as at 30 September 2021
**** On a like-for-like basis excluding Beetham Tower, Manchester

Source: Schroders, January 2022

Fire safety asset management

Type of 
asset

Issues? Detail*

Gov. 
funding 
to date 
(£m)**

No. of 
assets

No. of 
underlying 

units

Ground 
rent 

(£'000)***

Valuation 
(£m)***

Valuation 
(%)***

Managed 
Estate

Yes BSF 3.1 5 686 253 3.7 3.1

Not BSF n/a 2 610 201 4.5 3.8

Completed 0.0 0 0 0 0.0 0.0

No n/a 50 1,748 423 10.7 9.0

Sub-total 3.1 57 3,044 877 18.9 15.9

Non-
Managed 
Estate

Yes BSF 6.6 9 2,038 474 8.9 7.5

Not BSF n/a 2 278 113 2.2 1.8

Completed 0.3 4 596 205 5.5 4.6

No n/a 321 13,394 3,212 83.9 70.2

Sub-total 6.9 336 16,306 4004 100.5 84.1

Total 10.0 393 19,350 4,881 119.4 100.0

Clarifications
– Managed Estate - properties where GRIO is responsible 

for management, repair and maintenance. 
– Non-Managed Estate - those properties where a third 

party, such as a Residents’ Management Company is 
responsible for management, repair and maintenance

– In FY21, the discounts for remediation projects applied to 
the valuation increased from £136,000 to £6.1 million****

Key observations
– 79% of portfolio value has not needed building safety 

remediation; 16% of value has ongoing remediation; and 
5% of value already completed at no cost to GRIO

– Majority of funding is Pre-Tender Support (“PTS”) from the 
Building Safety Fund. PTS helps assess what works may be 
required, is limited to 10% of the estimated cost of work 
and is usually not refundable

– Total remediation costs not known and establishing this is 
a key priority. Ultimate liability should sit with leaseholders

Risks
– Legislative changes, cost recovery and third parties
Next steps
– We continue to progress projects to support and protect 

GRIO’s leaseholders and shareholders. We expect portfolio 
valuation discounts to reduce as works are completed
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– 71% of ground rent income reviews 
are index-linked, of which 90% is RPI-
linked*

– Fixed and doubling leases provide 
performance, even in deflationary 
environment

– Residential ground rents that double 
more frequently than every 20 years 
represents only 2.6% of rent

– Onerous leases represent only 3.1% of 
rent or 1.9% of value (reduced by 
Project Pacific)

– Median ground rents are sensible and 
sustainable

– GRIO retains the right to manage 
buildings, by way of an appointed 
property manager, across 18% of the 
ground rent or 16% of value. 
Remainder is managed by 
leaseholders by way of Management 
Companies or otherwise

GRIO portfolio
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* Other indices are Open Market Value (3.1% of portfolio ground rent income), Average Weekly Earnings Index (2.6%) and Nationwide Building Society House Price Index (1.7%).

Source: Schroders, January 2022. Shown for illustrative purposes only and should not be viewed as a recommendation to buy or sell

Detailed review type
Ground rent income 

(£k)
% of ground rent total Market value (£m) % of market value total

Index-linked 3,486 71.4 92.3 77.3 

Doubling 742 15.2 15.6 13.1 

Fixed 330 6.8 7.2 6.0 

Flat (no review) 323 6.6 4.3 3.6 

Total 4,881 100.0 119.4 100.0 

Unit type
No. of units 

(%) 
Median ground rent (£) Ground rent income (%) Portfolio valuation (%)

Apartments 73.0 250 69.4 65.5

Houses 14.6 111 10.8 10.8

‘Residential’ subtotal 87.6 250 80.2 76.3

Students 10.7 401 16.9 20.3

Commercial 1.7 340 2.9 3.4

Total 100.0 250 100.0 100.0

Doubling frequency Ground rent income (£k) % of ground rent total Market value (£m) % of market value total

10- years 220 4.5 4.5 3.8

15 to 20 years 1 0.0 0.0 0.0

+20 years 592 12.1 12.7 10.6

Total 813 16.6 17.2 14.4

Overview of the portfolio as at 30 September 2021



– 375 years Weighted Average Unexpired 
Lease Term, with shortest term 
remaining of 83 years

– 46% of income reviewing over the next 
5 years

– 73% of income reviewing over the next 
10 years

– Diversified geographically with c.19,000 
units across c.400 addresses

– Highest regional concentration is North 
East (29% of portfolio ground rent 
income, 29% of total portfolio valuation)

– Largest asset is VITA York (£8.3m 
valuation or 7% of the total portfolio 
valuation)

– The top 10 assets represent 28.9% of 
the total portfolio valuation 

GRIO portfolio
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Source: Schroders, January 2022. Shown for illustrative purposes only and should not be viewed as a recommendation to buy or sell

Years to next review
Ground rent income 

(%) 

0–5 46.2

5–10 26.6

10–15 16.2

15–20 2.0

Over 20 2.4

Flat (no review) 6.6

Total 100.0

Property Current valuation (£m) Portfolio valuation (%)

Lawrence Street Student Village, York 8.3 7.0 

One Park West, Liverpool 3.5 2.9 

Wiltshire Leisure Village, R. Wootton 
Bassett

3.4 2.8 

Masshouse Plaza, Birmingham 3.3 2.8 

Rathbone Market, London 3.2 2.7 

First Street, Manchester 2.9 2.5 

The Gateway, Leeds 2.6 2.2 

Richmond House, Southampton 2.5 2.1 

Ladywell Point, Manchester 2.5 2.1 

Brewery Wharf, Leeds 2.1 1.8 

Total 34.3 28.9 

Asset location
Portfolio ground rent 

income (%)
Portfolio valuation (%)

North East 29.4 29.4

North West 29.0 28.0

Midlands 11.9 12.1

London 12.3 11.6

South West 10.4 11.7

South East 5.6 5.7

Wales 1.4 1.5

Total 100.0 100.0

Overview of the portfolio as at 30 September 2021
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Summary

– Portfolio continues to offer attractive income characteristics due to its secure, long-dated 
underlying cashflows, and well placed to benefit from rising inflation expectations.

– Portfolio value impacted by more explicit remediation cost assumptions.

– Completion of Beetham Tower disposal concludes a very challenging investment but is an 
important step forward.  

– Regulatory environment relating to leasehold and building safety reform remains uncertain 
but the Board and Manager are highly focussed on delivering operational excellence in 
these areas.

– Headwinds arising from leasehold reform and building safety have increased costs and 
reduced ancillary income, requiring a reduction in the dividend to a sustainable level.

– Significant work ongoing to ensure that the portfolio is liquid including tendering key 
service appointments.

– Focussed on delivering attractive and sustainable shareholder total returns enhanced by 
the buyback programme.

– Board and Manager actively considering all options for delivering shareholder value 
leading up to the Continuation Vote.

Progress made executing strategy despite headwinds

Source: Schroders, January 2022

Continued headwinds 
but progress with 

Beetham sale and focus 
on improving portfolio 

liquidity

The Board and Manager 
have agreed clear 

objectives for delivering 
optimum value for 

shareholders
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Outstanding Rent Due by Month

Rent collection reflects beneficial characteristics of the portfolio in times of economic distress

Ground rent collection to 31 December 2021

*Arrears are 90 day aged
Source: Rendall & Rittner, Schroders, January 2022
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GRIO team supported by Schroders Group and non-executive Board

Ground Rents Income Fund Plc team

Source: Schroders, January 2022

Non-executive Board Schroders Group
Schroder Real Estate Direct 

Investment Committee
Chaired by Sophie Van Oosterom

UK Direct Investment Team
Nick Montgomery

Research and Performance
Jeremy Marsh

Legal and Compliance
Luong Truong, Ruchira Roy

Accounting, Insurance and Tax
Rick Murphy, Derek Reeves, 

Lucy Henry

PR and Public Policy
Estelle Bibby, Sheila Nicoll

Distribution and 
Company Secretary

James Lowe, Matthew Riley

Schroders team

Christopher Moore
Accounting Manager

Amber Wilcock
Fund Accountant

Lauren Collier
Executive Assistant

Alex Cooke
Asset Manager

Robert Dean
Head of Resi. Asset Mgmt.

Chris Leek
Investment Manager

Nick Montgomery
Head of UK Real Estate

Bill Holland
Non-Executive Director

Barry Gilbertson
Chairman

Katherine Innes Ker
Non-Executive Director

Jane Vessey
Non-Executive Director
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Summary

Balance sheet

Source: Schroders, December 2021.

As at
30 September 2020

£million
31 March 2021

£million
30 September 2021

£million

Investment properties 124.2 123.6 119.4

Cash 2.4 1.5 1.1

Net payables (1.6) (1.3) (1.3)

Debt (19.5) (19.5) (19.5)

NWGR provision (2.9) (2.9) -

Net Asset Value 102.6 101.4 99.7

NAV (pps) 105.7p 104.5p 103.1p

Loan to Value (%) 15.7% 15.8% 16.3%
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Summary

Statement of comprehensive income

Source: Schroders, December 2021. 
* Six months to 31 March 2021

For year ended
30 September 2020

£million
31 March 2021

£million*
30 September 2021

£million

Revenue 6.1 2.9 5.7

Operating profit/(expenses) (6.8) (1.3) 0.5

Profit on sales 0.3 - 0.3

Net revaluation loss on investment properties (0.5) (0.5) (4.7)

Operating profit/(loss) (0.9) 1.1 1.8

Net finance expense (0.7) (0.3) (0.6)

Total comprehensive profit/(loss) (1.6) 0.8 1.2

Profit/(loss) per share (1.64)p 0.80p 1.23p



Increase in workload due to increased headwinds
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AMC analysis

– Schroders receives a tiered fee of 1.0% of NAV p.a. up to £200 million, payable quarterly in arrears. The fee will be 0.9% of NAV p.a. 
between £200 million and £400 million, and 0.8% of NAV p.a. above £400 million.  There is no minimum or performance fee.

– Schroders agreed a discounted fee of 0.9% p.a. during the first 12 months of its appointment with the ability for this to be ‘topped up’ 
to 1.0% p.a. subject to achieving certain minimum net income targets. These targets were met.

– The previous Investment Manager, Brooks Macdonald (“BM”), received a headline fee of 0.55% of market cap plus additional fees
linked to managing the ancillary income from the portfolio. 

– On a like-for-like basis the fees payable to the Investment Manager have increased from c. 0.75% under BM (blended total) to 
Schroders clean fee of 1.0% of NAV since the transition of the team from BM to Schroders.

– Schroders can charge additional fees for work out of scope i.e. supporting complex litigation.  Schroders chose not to charge this for 
the recent legacy Beetham Tower disposal.

– This is summarised in the table below:

AIFM* BM as AIFM BM/SREIM SREIM SREIM

Financial Year (FY) ending: 2018 2019 2020 2021

Total fee payable to AIFM* (£'000): 850 821 1,113 987

FY Year End NAV (£m): 113.2 108.0 102.6 99.7

% of NAV: 0.75% 0.76% 1.00% 1.00%

Source: Schroders, January 2022.

*Alternative Investment Fund Manager.



Marketing material for professional investors or advisers only. 

Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amount originally 
invested. Exchange rate changes may cause the value of any overseas investments to rise or fall.

Schroders has expressed its own views and opinions in this document and these may change. 

This information is not an offer, solicitation or recommendation to buy or sell any financial instrument or to adopt any investment strategy. Nothing in this material should be construed as advice or a recommendation to buy 
or sell. Information herein is believed to be reliable but we do not warrant its completeness or accuracy.

Any data has been sourced by us and is provided without any warranties of any kind. It should be independently verified before further publication or use. Third party data is owned or licenced by the data provider and may 
not be reproduced, extracted or used for any other purpose without the data provider’s consent. Neither we, nor the data provider, will have any liability in connection with the third party data.

The material is not intended to provide, and should not be relied on for accounting, legal or tax advice. Reliance should not be placed on any views or information in the material when taking individual investment and/or 
strategic decisions. No responsibility can be accepted for error of fact or opinion.

Any references to securities, sectors, regions and/or countries are for illustrative purposes only. 

Schroders will be a data controller in respect of your personal data. For information on how Schroders might process your personal data, please view our Privacy Policy available at www.schroders.com/en/privacy-policy or 
on request should you not have access to this webpage. 

The forecasts stated in the presentation are the result of statistical modelling, based on a number of assumptions. Forecasts are subject to a high level of uncertainty regarding future economic, and market factors that may 
affect actual future performance. The forecasts are provided to you for information purposes as at today's date. Our assumptions may change materially with changes in underlying assumptions that may occur, among other 
things, as economic and market conditions change. We assume no obligation to provide you with updates or changes to this data as assumptions, economic and market conditions, models or other matters change.

This product is listed on the London Stock Exchange and is governed by its Board of Directors. The Board has appointed Schroder Real Estate Investment Management Limited as its investment manager and accounting 
agent. Schroder Real Estate Investment Management Limited was appointed on 13 May 2019. Schroder Real Estate Investment Management Limited is a member of the Schroders Group.

Issued in January 2022 by Schroder Real Estate Investment Management Limited, 1 London Wall Place, London EC2Y 5AU. Registration No 1188240 England. Authorised and regulated by the Financial Conduct Authority 
(FCA). Schroders compliance ID UP000486.

36

Important Information



Ground Rents Income Fund Plc – Risk Factors: 

The Company borrows for investment purposes. This will magnify any gains or losses made by the Company.

The Company has no maturity date. The Company may only be terminated by a continuation vote, a shareholders’ voluntary liquidation or by a compulsory liquidation if the Company were unable to pay its debts. The 
Company owns a portfolio of assets with the income generated from the collection of ground rents. 

Potential legislative reform may impact the Company’s value and future income streams. However, any reform would be required to strike a fair balance between leaseholders and landlords with legitimate property interests.

The Company invests in real estate which may be viewed as a higher risk and illiquid investment and may, therefore, be adversely affected by a decrease in market liquidity for the assets in which it invests

You may not be able to sell your product easily or you may sell at a price that significantly impacts on how much you get back. This product does not include any protection from future market performance so you could 
lose some or all of your investment. 

The Company will invest solely in property located in the UK. This can carry more risk than investments spread over a number of countries. The performance of the Company would be adversely affected by a downturn in 
the property market in terms of capital value or a weakening of rental yields. The Company invests in real estate which may be viewed as a higher risk and illiquid investment and may, therefore, be adversely affected by a 
decrease in market liquidity for the assets in which it invests.

The Company has the ability to use gearing as part of its investment strategy. The use of gearing will increase the risk profile of the Company and the volatility of the value of Shares, and will amplify losses in the event of a 
decline in gross asset values. Gearing may create significant underperformance, particularly in times of a falling property market. Borrowing costs may, from time to time, exceed returns on property.
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CONTACT

Chris Leek

Investment Manager

T +44 (0)7970 951 607

M +44 (0)207 658 6027

Chris.leek@schroders.com

Schroder Real Estate Investment Management Limited 

2 St Peters Square, Manchester, M2 3AA

schroders.com

mailto:Chris.leek@schroders.com

