
 

 

 

 

 

 

Civitas Social Housing PLC 

Market Update, October 2021 

Responses to Shareholder Questions 

 

Civitas Social Housing PLC (the “Company” or “CSH”) has had open dialogue with 

shareholders since its launch in 2016. This paper to shareholders provides further detail 

and transparency and gives answers to questions raised by shareholders in recent 

conversations. 

  

The Board has confidence in the strength of CSH and in its investment adviser, Civitas 

Investment Management Limited (“CIM”) - the Company’s assets and revenues continue 

to perform in line with expectations and the Board reaffirms its dividend target for FY221. 

Given the recent fall in its share price, the Company has been buying back its shares to 

be held in treasury as an enhancement to shareholder value, being available at a time 

when the share price is low compared to the Company’s Net Asset Value (“NAV”) albeit 

that this requires a diversion of funds that would otherwise have been used by the 

Company to purchase further properties. 

 

Executive summary 

The matters set out in this paper have been thoroughly considered by the Board, CSH's 

external alternative investment fund manager, G10 Capital Limited (the "AIFM"), CSH's 

investment adviser, CIM, and CSH's other professional advisers. This paper seeks to 

address the following principal areas of discussion whilst also providing further details 

on a range of topics that have been brought out in conversations with shareholders. 

 Due Process, Oversight and Governance – Section 2(ii) sets out the management 

of transactions undertaken by CSH and in particular makes clear the formal 

procedures that were adopted to evidence the application of due process, oversight 

and governance. 

 Operational Cash Flow – Section 3(i) demonstrates the growth in operating cash 

flow in excess of the value of the dividends paid to shareholders in FY21.   

 Dividend Target FY22 – Sections 3(i)-(ii) explain that the strong and growing 

operational cashflow noted above underpins the Company’s dividend target for 

FY221. This is further supported by Section 9, which demonstrates the strong and 

growing demand for the properties within the CSH portfolio. The CSH Board 

reaffirms its confidence in the dividend target for FY221. 

 Value Accretion (No Loss of Value) – Sections 2(iii)-(iv) demonstrate that 

property purchases undertaken where SHO Group acts as the care provider have 

generated capital profits of £8.0m for CSH (5.6% on cost) with no loss of value.  

                                                 
1 The target dividends are targets only and do not represent a profit forecast. There can be no assurance that the targets can or will be met and should 

not be taken as an indication of the Company’s expected or actual future results. 
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In addition, CSH (via the housing associations/charities) has the benefit of SHO 

Group rent guarantees over a period of up to 25 years to a value of £164m.  

 Lease Terms – Section 5 explains that, in common with many real estate leases, 

CSH grants leases for total terms of c. 20-25 years comprising an initial term and 

(under the control of the Company) an “option for further lease” or a “reversionary 

lease” in each case when combined with the initial term making up the full lease 

term. 

 Property Holding Company Directors – Section 5 explains that the majority of 

the properties acquired by CSH are held within SPV structures which are in turn 

then owned 100% by CSH with CIM directors representing the interests of CSH on 

the boards of the SPVs. Prior to acquisition by CSH the original SPV directors would 

typically be the vendors of the properties. However, in all cases those 

directorships have terminated following transfer to CSH. 

 Demand and Robust Rental Income – Section 9 of this paper sets out the 

extensive demand that exists for the accommodation provided by CSH and 

identifies the various ways in which rental income is underpinned and supported. 

 Government Funding - Section 13 comments on the government funding for the 

sector and makes clear that, upon occupation, the rent roll associated with each 

CSH property is met ultimately from central government by way of housing 

benefit. This is in accordance with long established practice and policy. 

 Rent Levels, Value for Money - Section 6 provides evidence that supports the 

value for money offered by the properties within the CSH portfolio compared to 

alternative forms of care-based provision and remarks on the better personal 

outcomes for residents. 

 Purchases and Capital Works – Section 15 provides a worked example of a CSH 

property purchase with associated capital works to illustrate how prices paid often 

incorporate the cost of subsequent works and property costs that are placed into 

escrow and why a comparison of previous sale prices need to take this into 

account. 

This paper also considers certain other matters raised to the Company, including 

additional financial commentary, Approved Provider (“AP”) counterparties, The Social 

Housing Family CIC (“TSHF”) and transaction structuring including same day purchases 

and sales. 

 

1. CSH - What We Do 

CSH is a closed-ended investment company which was incorporated in England and Wales 

on 29 September 2016. The Company is a real estate investment trust (“REIT”) and its 

shares are admitted to trading on the main market of the London Stock Exchange. The 

Board consists solely of non-executive Directors, each of whom is independent of the 

Company’s investment adviser, CIM, and the Company itself. The Company has no 

executive directors or employees.  
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The Company is an alternative investment fund (“AIF”) for the purposes of The 

Alternative Investment Fund Managers Regulations 2013 (as amended by The Alternative 

Investment Fund Managers (Amendment etc.) (EU Exit) Regulations 2019) and the 

Investment Funds Sourcebook forming part of the FCA Handbook (the “UK AIFM Regime”) 

and has appointed the AIFM to act as its external alternative investment fund manager. 

The Company has appointed CIM to act as its investment adviser. 

 

CSH provides quality bespoke accommodation to enable individuals with long-term care 

needs to live within their own community and to receive primary care delivered by 

dedicated care specialists. It is a life enhancing service that seeks to deliver greater 

personal independence whilst offering value for money for the State. 

 

Residents are typically young adults with an average age of 32 and, given advances in 

specialist medical care, and with life expectancy above 70 years, many are likely to enjoy 

their CSH home for decades. 

 

Delivering community care-based housing is a granular endeavour with active asset 

management required to support our APs and care provider partners. CSH currently owns 

648 buildings spread across the UK that provide homes to 4,391 residents in 178 local 

authority areas. 

 

Through the investment adviser, CIM, the portfolio is pro-actively managed, bringing 

about improvements, investing capital as appropriate and responding to changes in 

circumstances in a professional and supportive manner. 

 

This approach is reflected in the actions taken and consequently in the explanations that 

are set out in this paper. 

 

2. A Successful Relationship with Specialist Healthcare Operations Limited 

Properties acquired by CSH where Specialist Healthcare Operations Limited, or one of its 

subsidiaries, (“SHO”) is the care provider/developer have generated independently 

valued capital profits of £8.0m for CSH and have achieved excellent occupation and rent 

collection. They also benefit from up to 25-year SHO care provider rent guarantees to an 

undiscounted value of £164m, before adding in the benefits of future annual CPI based 

indexation. 

 

i. Transparency of Transactions with SHO 

 

Following IPO, CSH began investment by acquiring care-based properties from companies 

and individuals who had “aggregated” these properties over a period of time, often on a 

property-by-property basis, and then offered them for sale to investment funds. As the 

market has developed, the aggregator model has become more competitive and CSH has 

sought to find other opportunities direct with care providers and APs. The properties from 

aggregators have tended to be general SSH properties. Higher acuity SSH and residential 

care properties have always tended to be owned by the care providers directly and have 

been difficult to acquire as a result. Increasingly, care providers have become an 

important source of potential property acquisitions for CSH.  
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CSH was finding that some care providers did not wish to sell properties without a 

simultaneous sale of the operating business, since they had often initiated, grown and 

developed the operating business over many years and either now wished to retire or 

were owned by institutional vendors looking for an exit. Under the investment 

restrictions in its policy and in order to qualify as a REIT, CSH may only acquire real 

estate investment assets and its portfolio may not include trading businesses. With the 

increase in competition for assets and in order for CSH to maintain access to high-quality 

transactions, CSH sought to reach agreement with third-party care providers which were 

willing to bid, acquire and pay for these operating care businesses, with a view to 

acquiring them and continuing to operate them, whilst CSH simultaneously acquired the 

properties previously owned by the business, and in each case also offering the APs with 

whom CSH works the benefit of up to 25 year back to back leases.  

 

Whilst the concept of such “OpCo/PropCo” transactions, where operating activities are 

separated from the underlying real estate assets, are common in the property industry, 

as far as CSH was aware this was an innovation in the specialist care sector. Both the 

Board and CIM considered there was a competitive first mover advantage to such 

arrangements, which would enable CSH to participate in acquisition processes for high-

quality properties from their owners. 

 

Finding a third-party care provider willing to commit to the terms required by CSH to 

make potential joint transactions competitive to vendors proved to be difficult, with 

resistance to pricing of the operating care businesses and to providing up to 25-year 

effective rent guarantees. As a result, discussions moved to the potential to create a new 

care provider backed by leading industry professionals, which would be willing to work 

alongside CSH on a non-exclusive basis and acquire the care operating businesses and so 

enabling CSH to acquire the respective real estate assets. The search for suitable investors 

and professionals was led by Tom Pridmore and Andrew Dawber utilising their sector 

contacts and investor relationships. Specialist Healthcare Operations Limited was 

established as a new business in 2018 as a result of these efforts and Paul Hainsworth, a 

senior executive from Lifeways (one of the UK’s leading specialist care providers) was 

hired as CEO and was later joined by Paul Marriner (formerly CEO of Lifeways for 11 

years) as Chairman. 

 

As originators of this business and to provide alignment with the incoming management 

team, Andrew and Tom each became 14.99% shareholders in Specialist Healthcare 

Operations Limited, which translates into a 10% economic interest each as a result of the 

preferential rights and shareholdings of the other SHO shareholders. Andrew and Tom 

are not and have never been directors of any SHO entity, have no involvement in the 

running of the business and have received no remuneration or any other form of income 

from any SHO entity. No other director, officer or employee of CSH or CIM, nor any other 

investor in CIM has any interest or holds any directorships in any SHO entity or received 

any benefit from any SHO entity.  

 

For the avoidance of doubt, Tom and Andrew have no economic interest in any of the 

properties that have been acquired by CSH (other than through CSH’s advisory contract 

with CIM and, in relation to the two acquisitions from SHO, their indirect interest in 

SHO). Also, neither CSH nor CIM itself have any economic or other interest in any 

operational care business that provides care to tenants within its portfolio. For 
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completeness, in respect of the CPI Care transaction noted below under “Purchases from 

SHO – New Build Properties” Paul Bridge, a director of CIM and Subbash Thammanna, a 

former employee of CIM were appointed directors of CPI Care Limited on 23 April 2021 

and resigned on the same day as part of the acquisition process. They received no financial 

benefit. 

 

ii. Decision Process, Conflict Management and Related Party Considerations 

 

Upon CIM discussing the possibility of a business partnership with SHO with the Board 

and the AIFM, the Board, the AIFM and CIM agreed procedures to manage the conflicts of 

interest that arise in these "Affiliated Party Transactions", which CSH defines as any 

actual or proposed arrangement, agreement or transaction with another company 

whereby any member of the board of directors, officer or key executives of CIM also has 

an interest in relation to the other company and such transaction has, or could have, a 

direct or indirect interest that might have a potential conflict with the interests of CSH 

(and which, for the avoidance of doubt, includes any transaction in which SHO has an 

involvement). 

 

 CSH requires in relation to each such Affiliated Party Transaction: 

- the creation of a "buy-side" committee within CIM (the "Buy-Side Committee") to 

ensure arm's length decision making and approval processes, constituted in such 

a way as to ensure independence, the abstention of any conflicted individuals from 

participating in committee discussions and votes on the relevant acquisitions and 

to minimise potential conflicts of interest occurring; 

- the establishment of information barriers between members of the Buy-Side 

Committee and any conflicted principals to ensure confidentiality and integrity of 

commercially sensitive information; 

- a requirement for the Buy-Side Committee to conduct an independent due 

diligence process on the assets proposed to be acquired by the CSH prior to making 

an unconditional offer for their purchase; 

- a requirement for any offer made for the assets to be supported by a full 

independent valuation, legal and financial due diligence, together with a full 

evaluation of the reasonableness of rent levels that support the leases being 

entered into; and 

- all final investment decisions in relation to such acquisitions being taken by the 

CSH Board. 

CIM has established such a Buy-Side Committee, which comprises CIM’s independent non-

executive directors, Nicholas Abbey, Chukwude Chidi-Ofong and Philip Ellis, and is 

chaired by Paul Bridge. In each case, the members of the Buy-Side Committee have no 

connection to the Affiliated Party Transaction in question. 

 

Pursuant to these procedures, such transactions have to be approved internally by the 

CIM Buy-Side Committee prior to being submitted to the Board and the AIFM for their 

independent approvals. As with all of CSH's acquisitions (other than those involving 
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direct real estate acquisitions in the case of the Board), the transaction itself must be 

approved both by the independent AIFM and the independent Board. In each case the AIFM 

and the Board review the investment proposal and associated due diligence documents 

prepared by CIM, and consider the relevant valuation, pricing and other risk issues on a 

case-by-case basis, prior to each of them separately approving the transaction. As part of 

their consideration of such transactions, the Board and the AIFM consider whether terms 

of the acquisition of the properties have been determined to be similar to the terms on 

which CSH has acquired properties previously. At all relevant meetings of the Buy-Side 

Committee and the Board, neither Andrew Dawber nor Tom Pridmore were in attendance 

while the relevant transaction was being discussed and approved. 

 

In June 2018, prior to any transactions involving SHO, CSH sought advice from its sponsor 

and professional advisers about the related party transaction rules under the Listing 

Rules and submissions were made to the FCA. In accordance with the advice received and 

the final ownership structure of SHO, the Board concluded that these “Affiliated Party 

Transactions” were not related party transactions for the purposes of the Listing Rules as 

Andrew Dawber’s and Tom Pridmore’s aggregate shareholding was below 30% and they 

would not receive any additional economic benefits. Nevertheless, as part of 

considerations around managing these conflicts of interest, the Board, the AIFM and CIM 

considered and took advice as to whether to disclose such affiliated party relationships 

as part of the conflict management procedures being put in place. Each of them is satisfied 

that the procedures put in place have been sufficient to manage these conflicts of interest 

and that further disclosure at the time would not have been in the best interests of CSH 

shareholders given the competition CSH faces for suitable acquisition targets and given 

the perceived value to CSH of the "first mover advantage" mentioned above. 

 

However, given that any such advantage no longer exists, following the publication of 

this paper CSH intends to disclose any such Affiliated Party Transactions via RNS to the 

market at the time they are undertaken. 

 

iii. Joint Tender Transactions with SHO – Existing Occupied Properties 

 

CSH has undertaken four joint tenders with SHO for the purchase of existing built and 

occupied properties and associated care businesses. 

 

The structure of three of the four transactions (Project Charms1, Project Bridge2 and 

Project Sapphire 3 ) were each an acquisition of the entire care businesses including 

properties by CSH with an agreed back-to-back sale of the operating businesses to SHO 

on the same day, at the same price agreed with the vendors on the acquisition which was 

based on the independent valuation advice received. Project Bridge and Project Charms 

are reflected in CSH’s financial statements at 31 March 2020 (under Note 16 “Subsidiary 

Resale”) and 31 March 2019 (under Note 15.1 “Subsidiary resale”) respectively with the 

sale proceeds noted prior to purchase costs. Project Sapphire was acquired post 31 March 

2021. 

 

                                                 
1 TLC Care Homes Limited 
2 Vision MH Limited and New Directions Flexible Social Care Solutions Limited 
3
 CPI Care Limited 
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Project Ruby1 was already structured separately by the vendor, so the properties and the 

operating business was acquired separately by CSH and SHO on the same day, at the prices 

agreed with the vendor based on the independent valuation advice received. As a 

consequence, there was no sale of the subsidiary by CSH as it was not acquired in the first 

place.  

 

In accordance with the established procedures, each of the transactions were 

recommended by CIM's Buy-Side Committee to the independent Board of CSH and to the 

independent AIFM for their separate approvals prior to the acquisitions taking place.  

 

 The details of each of the four transactions are set out below. 

 

Project Charms    Project Bridge 

Dec 18 £’000  Mar 20 £’000 

Acquisition Price * 19,943  Acquisition Price ** 17,608 

Acquisition Yield 5.6%  Acquisition Yield 5.7% 

Independent Valuation (31 Mar 
2021) 

21,278  Independent Valuation (31 Mar 2021) 18,749 

Yield (31 Mar 2021) 5.1%  Yield (31 Mar 2021) 5.2% 

Value Uplift 1,335  Value Uplift 1,141 

Rental Income at acquisition 1,110  Rental Income at acquisition 999 

Rental Income (31 Mar 2021) 1,142  Rental Income (31 Mar 2021) 999 

* Net of sales proceeds of £4.3m as per Note 15 of the 31 

March 2019 accounts and acquisition costs of £1.1m 
 ** Net of sales proceeds of £2.22m as per Note 16 of the 31 

March 2020 accounts 
     

Project Ruby  Project Sapphire   

Mar 19 £’000  Apr 21 £’000 

Acquisition Price 62,665  Acquisition Price  10,864 

Acquisition Yield 5.52%  Acquisition Yield 5.39% 

Independent Valuation (31 Mar 

2021) 
66,810  Independent Valuation (31 Mar 2021) - 

Yield (31 Mar 2021) 5.0%  Yield (31 Mar 2021) - 

Value Uplift 4,145  Value Uplift - 

Rental Income at acquisition 3,462  Rental Income at acquisition (April 21) 585 

Rental Income (31 Mar 2021) 3,545  Rental Income (April 2021) 585 

 

In respect of Project Sapphire, the properties were independently valued on acquisition 

in April 2021 and so no value uplift was recorded at 31 March 2021 as they had yet to be 

acquired at that date. 

 

Taken together the four joint tender transactions enabled CSH to access the relevant 

acquisition processes that CSH might have otherwise been excluded from, allowing it to 

invest £111m in high quality properties that have achieved a capital uplift based on their 

independent valuation at 31 March 2021 of £6.6m equivalent to 5.54% of their initial 

purchase cost. 

 

Properties were acquired within a purchase yield range of 5.4% to 5.7% which has since 

compressed to between 5.0% and 5.2% demonstrating considerable value creation. 

                                                 
1 Fieldbay Limited 
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The reference on page 22 of CSH’s annual report and accounts for the year ended 31 March 

2021 to an average purchase yield of 5.84% for the CSH portfolio overall is very much 

weighted to the large number of transactions that were undertaken between December 

2016 and early 2018 when purchase yields were generally higher in the market. Since this 

time there has been a degree of yield compression in the market as additional investors 

have entered the market. The pricing of the transactions above also reflects the quality 

of the properties and the benefit of securing up to 25-year back-to-back care provider 

leases between SHO and the relevant APs, which include guarantees for all rent payments 

and voids. 

 

iv. Value of the Operating Businesses acquired by SHO 

 

Set out below are the purchase metrics for the four operating businesses acquired by 

SHO at the same time that CSH acquired the properties that are described under “iii. 

Joint Tender Transactions with SHO – Existing Occupied Properties” above. 

 

In each case, in accordance with established procedures, the CSH Board received 

appropriate tax, financial and legal advice and commissioned formal due diligence reports 

from a leading sector consulting firm (that is mandated across the specialist care sector 

by vendors and acquirors) regarding the operations of the various operating businesses 

acquired by SHO.  These due diligence reports have subsequently been supported by 

formal “Fair and Reasonableness” Opinions regarding the SHO purchases from the same 

leading consultants. 

 

Project Charms   
 

Project Bridge   

Dec 18 £'m 
 

Mar 20 £'m 

SHO Operating Company Purchase (with costs)1 5.5  SHO Operating Company Purchase (with costs)3 3.0 

EBITDA (post CSH rent roll)2 1.8 
 

EBITDA (post CSH rent roll)4 1.3 

EBITDA Multiple 3.1x 
 

EBITDA Multiple 2.3x 

Fair and Reasonableness Opinion Yes  Fair and Reasonableness Opinion Yes 
1 The direct purchase amount plus associated costs incurred for 

the transaction. Stated as £4.3m (before costs) in Note 15 CSH 

Report and Accounts FY19 

2 Estimated EBITDA at completion (post CSH rent roll) 

3 The direct purchase amount plus associated costs incurred for 

the transaction. Stated as £2.2m (before costs) in Note 16 

CSH Report and Accounts FY20 

4 Estimated EBITDA at completion (post CSH rent roll) 

 

Project Ruby   
 

Project Sapphire   

Mar 19 £'m 
 

Apr 21 £'m 

SHO Operating Company Purchase (with costs)5  11.0  
 

SHO Operating Company Purchase (with costs)7 3.3 

EBITDA (post CSH rent roll)6 3.2  EBITDA (post CSH rent roll)8 1.2 

EBITDA Multiple  3.4x  
 

EBITDA Multiple 2.8x 

Fair and Reasonableness Opinion Yes  Fair and Reasonableness Opinion Yes 
5 The direct purchase amount plus associated costs incurred for 

the transaction 

6 Estimated EBITDA at completion (post CSH rent roll) 

7 The direct purchase amount plus associated costs for the 

transaction 
8 Estimated EBITDA at completion (post CSH rent roll) 

 

v. Purchases from SHO – New Build Properties 

 

CSH has undertaken two purchases from SHO, where SHO acted in its capacity as both a 

property developer as well as a specialist care provider, for the acquisition of new build 

properties that have been developed by SHO details of which are set out below.  It is a 
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common feature of the specialist care sector for care operators to develop properties in 

which services can be delivered. 

 

Project Ruby - New Build 

Mar 19 – Aug 20 £,000 

 Acquisition - First Payment 12,246 

Yield @ Acquisition (first payment) 5.44% 

 Acquisition - Second Payment 10,000 

Yield @ Acquisition (second payment) 5.75% 

Independent Valuation (31 Mar 2021) 23,624 

Yield @ March 21 5.3% 

Value Uplift 1,378 

Rental Income March 19 666 

Rental Income (31 Mar 2021) 1,241 

 

The Project Ruby new build properties were paid for in two instalments, the first (£12.2m) 

when building works were complete and the second (£10m), 18 months later when 

occupation had been achieved and care and rent packages were approved by the relevant 

local authorities and in payment.  

 

This ensured that CSH was not exposed to any development risk. The second payment is 

accounted for under IFRS as a lease incentive due to it being a further payment on an 

existing lease. Commercially this payment also represents a second capital investment to 

acquire these high acuity properties.  As can be seen in the table above, the total 

consideration of £22.246m paid by CSH was measured against the independent valuation 

at 31 March 2021 of £23.624m with a value uplift of £1.378 being achieved by CSH. 

 

The Project Ruby new build properties also benefit from a formal “Fair and 

Reasonableness” opinion from one of the leading consultants in the specialist care sector. 

 

Various UK SSH Properties   

May 21 £,000 

Acquisition Price 8,611 

Yield 5.60% 

Independent Valuation (31 Mar 2021) - 

Yield - 

Value Uplift - 

Rental Income at acquisition (May 21) 482 

Rental Income (May 2021) 482 

 

Note that the Various UK SSH Properties referred to above were independently valued on 

acquisition in May 2021 and so no value uplift was recorded at 31 March 2021 since they 

had yet to be acquired at that date. 

 

In accordance with the established procedures, both transactions were recommended by 

CIM's Buy-Side Committee to the independent Board of CSH and to the independent AIFM 

for their separate approvals prior to the acquisitions taking place. The independent 
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property valuations undertaken by JLL were used to calculate the value uplift reflecting 

the new leases and occupancy profile. 

 

Taken together Project Ruby and the Various UK SSH Properties noted above enabled CSH 

to invest £30.9m in brand new high-quality assets that have appreciated in value by £1.4m 

proving to be a highly accretive transaction for CSH shareholders.  

 

In total, the purchase of Existing Occupied Properties and New Build Properties has 

enabled CSH to invest £142m at an average purchase yield of 5.55% and to achieve a 

combined capital uplift of £8.0m with an average valuation net initial yield of 5.08% at 

31 March 2021.  These properties are subject to leases with five APs. 

 

vi. No Leases Between CSH and SHO 

 

CSH does not lease any of its properties to any SHO entity. Care providers, including SHO 

entities, contract for provision of care services directly with the respective local 

authorities responsible for the individual tenants.  

 

vii. Materiality of SHO to CSH 

 

In FY21 properties owned by CSH where a SHO entity acts as the care provider 

represented 14% of the annualised rent roll having increased from 10% in FY19. SHO 

entities have entered into back-to-back leases with APs (to guarantee rents and voids) in 

respect of these properties to an undiscounted value of £164m over up to a 25-year period. 

This number does not include the additional value that will accrue as a result of the back-

to-back leases being subject to annual inflation based on CPI. 

 

The table below sets out the proportion of CSH annualised rental income ascribed to 

properties in which an SHO entity acts as the care provider and provides in most cases 

back-to back leases with the relevant APs by way of rent guarantees. 

 
 Revenue (£’000) 
 FY 2018 FY 2019 FY 2020 FY 2021 

Rent (SHO Care Provider) - 4,573  6,309 6,927  

Total CSH Rent Roll 28,400 45,749  48,416  50,780  

Rent (SHO Care Provider) 0% 10% 13% 14% 

Other CSH Rent Roll 100% 90% 87% 86% 

Total 100% 100% 100% 100% 

 

3. Financial Commentary  

i. Dividends Paid from Operating Cashflow 

 

In FY21 cash generated from operating activities exceeded dividend payments to 

shareholders demonstrating greater than 100% cash coverage. 

 

The table below, based on CSH’s report and accounts sets out a summarised cash flow 

statement for FY21, FY20 and FY19 and confirms that cash coverage for the dividend paid 
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in FY21 was 108% (after pro-forma adjustment) based on net cash generated from 

operating activities of £36.1m and dividends paid of £33.3m. 

 

 

 

The pro-forma adjustment is in respect of the IFRS accounting treatment of a £10m 

payment that was part of the purchase of the Project Ruby properties described under 

“Purchases from SHO- New Build Properties” above. 

 

After this pro-forma adjustment net cash flow from operating activities at FY21 is £36.1m 

which is comparable with the £32.9m reported for FY20 with the difference being 

accounted for by growth in rental income and good cost control in FY21. It is also 

consistent with the long-term trend in the growth of net cash flow from operating 

activities from IPO. This is illustrated in graphical form below under “Growing Operating 

Cash Conversion Ratio” which demonstrates the positive progression since the first 

reporting period at FY18. 
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The second graph “Cash Dividends Fully Covered by Net Operating Cash flow” compares 

the trend line in cash flow from operations since IPO with cash dividends paid and 

confirms that the break-even point occurred in FY20 and since then cash flow from 

operating activities has exceeded the amount of dividends paid. 

 

 
 

ii. Calculation of Dividend Cover (based on EPRA earnings) 

 

In FY21 dividend cover based on EPRA earnings of £30.6m was 91.6% having increased 

from 87.4% in FY20 and 81.2% in FY19 and reflecting success of investing activities. 

 

The table below sets out the details of the calculation of dividend cover that is drawn 

from the report and accounts of CSH. 

 

Dividend Cover 
31 Mar 21 
(£’000) 

31 Mar 20 
(£’000) 

31 Mar 19 
(£’000) 

Profit after tax 36,075 37,725  19,864  

Less revaluation gains 5,445 8,911  3,652  

EPRA Earnings 30,630 28,814 16,212 

Add back non-cash finance costs for C share - - 6,400 

  30,630 28,814 22,612 

Total Dividends paid 33,413 32,970  27,847 

Dividend Cover on ordinary share 91.67% 87.39% 81.20% 

 

Within the property investment company sector, it is common for dividend cover to be 

less than 100% in the earlier years whilst the company is in the process of becoming fully 

invested and drawing down appropriate leverage. 

 

 

 

iii. Treatment of Lease Incentives 
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In FY21 lease incentives of £1.2m were incurred (excluding the £10m pro-forma 

adjustment noted above) representing 2.5% of annualised revenue of £50.8m and relating 

to one-off on-boarding fees in respect of lease transfers.  Note, the straight-line 

adjustment (see explanation below) of £0.372m is an accounting adjustment rather than 

a lease incentive. 

 

The tables and graph below set out in detail the analysis of lease incentives since IPO, 

which reflects the active and successful management of the CSH portfolio.  

 

It is anticipated that the level of lease incentives in FY21 of £1.2m (after £10m pro-forma 

adjustment) is likely to be more reflective of the general range of incentives that are 

likely to be incurred over the medium term, subject to any annual variation for specific 

one-off actions. 

 

  Lease incentives paid by year  

 

31-Mar-

21 

31-Mar-

20 

31-Mar-

19 

31-Mar-

18 

Gross 

Total 
Amortised £'000 Balance 

 
£'000 £'000 £'000 £'000 £'000 

202
1 

202
0 

201
9 

£'000 

Lease Incentives          

Lease Transfers 1,217 3,594  - - 4,811 237  65  4,509  

Lease extension  - 2,036  2,358 - 4,394 114  114  101  4,065  

Future 
Proofing/repurposing 

- 1,213  820 - 2,033  88 94  44 1,807  

Sub Total / Annual 

lease incentives 
1,217 6,843 3,178 - 11,238 439 273 145 10,381 

Straight line adjustment 
(see explanation below) 

372  361 459 332 1,524    1,524 

Sub Total 1,589 7,204 3,637 332 12,762  439 273  145  11,905  

Final Payment Project 

Ruby (Deferred 

Consideration) 

10,000  - - - 
10,00

0  
   10,000  

Total 11,589 7,204 3,637  332 22,762  439  273  145 21,905*  

 * Total (per Note 17 of CSH’s annual report and accounts for the year ended 31 March 2021) 

 

 
* (excluding £10m second payment Project Ruby in FY 2021) 

By way of further background, a detailed explanation for each category of lease incentives 

incurred by CSH is set out below. 

a) Lease Transfers 
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Gross Total - £4.8m – enabling the rebalancing of the CSH portfolio and assisting APs in 

the management of their properties. The cost of lease transfers relates to the payment to 

receiving APs of onboarding fees/bed fees that contribute to the initial expenses incurred 

in the administration and set up for accepting new properties and tenants and to ensure 

that the APs infrastructure on aspects such as repairs and maintenance is appropriately 

developed. It is important that the receiving AP is correctly positioned and resourced to 

deliver their services as soon as they take over responsibility for new properties and 

tenants. The payments also sometimes cover one-off exit fees paid to the existing AP that 

are intended to provide short-term compensation for the loss of income as properties are 

transferred out.  

The table below illustrates the use of lease transfers to balance the CSH portfolio whilst 

enabling a broadening of the lessee base with a receiving AP. One of the effects of these 

actions was a reduction in the rent roll assigned to Westmoreland from £8.4m to £3.1m 

over the period from September 2019 to January 2020. This is consistent with the 

Westmoreland objectives at the time of managing a more concentrated portfolio. The 

reduction in the rent roll ascribed to Westmoreland over this period relates purely to 

these actions and is not related to changes in any third-party funding received by 

Westmoreland in the past. 

 

Transfer Dates 
AHS 

(£’000) 
Westmoreland 

(£’000) 
Qualitas 
(£’000) 

Other AP's 
(£’000) 

Total (June 21) 
(£’000) 

Rent roll pre transfers 7,171 8,428 8   

Sep-19 2,471 (2,471)    

Nov-19 813 (813)    

Jan-20 2,074 (2,074)    

Jul-21 (3,807)  3,807   

Current Rent Roll 8,722 3,070 3,815 36,108 51,715 

Total Rent Roll (June 21) 17% 6% 7% 70% 100% 

In all cases leases have been assigned under their existing terms and with the rents 

unchanged and the above table demonstrates the programme of reduction in respect of 

Westmoreland. Properties were moved in stages to facilitate ease of administration and 

to ensure that the take on process was managed in a controlled manner by the receiving 

AP. 

b) Lease Extensions 

Gross Total - £4.4m – these are payments made in relation to lease extensions, increasing 

them from c.22 to 40 years, to enable CSH to extend the range of lease lengths and achieve 

a broader spread of eventual renewal dates, consistent with the objective stated at the 

time of IPO of achieving a range of leases between 10 and 40 years. The advantages of 

longer leases are discussed further in section 5 of this paper and ensuring a spread of 

lease terms of different duration assists the Company over time with the administrative 

responsibility of renewals. 

In all cases lease extensions have been subject to independent valuation, which resulted 

in a value of £7.75m against a cost of £4.4m with a capital uplift for the CSH portfolio of 

£3.35m. 
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c) Future Proofing/Repurposing  

Gross Total - £2.0m – on occasion it becomes clear that a small number of properties are 

not running to the best of their abilities. CSH works with the AP and care providers to 

evaluate these assets and will, where necessary, take steps to change the designated use 

of a property to better meet the needs that now exist within a local authority area. This 

is a rare occurrence and is typically undertaken in close collaboration with the respective 

local authority and the AP and with due consideration for the underlying tenants. The cost 

associated with this activity results from works to support the change of use, coverage 

for temporary loss of rent and the costs required to ensure that existing residents are 

correctly rehoused and that new residents are appropriately onboarded. The decision to 

repurpose in this manner has only been undertaken in respect of two larger properties 

with 68 beds supported by communal areas and gardens against the overall portfolio of 

648 buildings and 4,391 residents. 

This activity is a reflection of the active management of a very granular portfolio and the 

need to work closely with local authorities, APs and care providers to ensure a continued 

optimal outcome. 

Set out below is a case study of a property in North London that was designated originally 

for mental health services and has been repurposed for advanced homelessness with care. 

In its new use the building has been recommissioned by the local authority who has 

provided its own designated charity to act as the care provider. The building is now 

integrated within the local authority’s delivery mechanism to tackle long-term 

homelessness that also requires a high level of active care provision.  

 

d) North London – Case Study 

 

CSH acquired a property located in North London that provided supported living facility 

for individuals with mental health needs. This was an unusually large property for CSH, 

and the Company’s view was that it might be better suited to an alternative use since it 

had not achieved its expected occupancy levels. At the same time, the COVID-19 pandemic 

further emphasised the already existing distinct need for homelessness accommodation 

in the local authority area into sharp focus. The drive to house all rough sleepers was 

underlined by the government’s ‘Everyone In’ policy.  

 

Following conversations with the local authority and the AP, CSH directly funded 

conversion works for the property to be adapted to provide safe and secure 

accommodation for those at risk of and suffering from homelessness. Refurbishment 

works included enhancing the building security and CCTV systems, creation of a new 

concierge area, and generally updating and improving the internal fit-out of the property 

including a new fire safety system. The repurposed property now contains 43 fully 

furnished ensuite rooms for residents, shared kitchen facilities and additional 

accommodation for support workers – all completed to very high modern standards. 
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The building is a success and is working as planned with fill up of residents taking place 

under the guidance of the local authority. It is viewed as an important contribution to the 

prevention of homelessness in the area.  

e) Straight Line Adjustment 

Gross Total - £1.5m – this is an accounting technical adjustment that relates to the 

matching to CPI on certain leases that have an annual floor of a minimum 1% increase in 

rental income per annum (regardless of whether CPI is below this level at any time) and 

to a lesser extent to ensuring the correct smoothing of rents over their respective lease 

terms. 

 

iv. Capital Expenditure 

The £4m capital expenditure set out in Note 15 of CSH’s annual report and accounts for 

the year ended 31 March 2021 was more than offset by capital growth in the portfolio in 

the same period and is relatively modest in terms of a portfolio that is valued in excess 

of £900m. In terms of the make-up of the capital expenditure the breakdown was as 

follows: 

- A provision of £1.1m in respect of the future contribution to the carbon reduction 

programme being undertaken with EON. This provision is significantly in excess 

of the contribution that is required from CSH for the first stage of the carbon 

reduction programme (as set out in the investor presentation in June 2021) and 

will therefore be used on additional phases that are developed in the future. This 

was considered to be a prudent approach to front loading the programme and at 

31 March 2021 this had not been utilised. 

- An investment of £1.7m in the redevelopment of the two properties (not 

repositioning to an alternative use rather retaining the existing SSH use) where 
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the care provider had agreed with the relevant local authority that they had the 

potential for use with high acuity residents (a service that was in high demand 

and with a lack of provision). The capital works were undertaken as part of a 

broader arrangement whereby the care provider entered into back-to-back leases 

with the relevant APs holding CSH leases that provided rent guarantees to the APs 

over the entire life of the relevant 25-year CSH leases (irrespective of occupancy). 

This was considered to be a worthwhile investment given both the enhancements 

to the properties and the additional rent guarantees that would be generated. 

- A programme of more general capital works above general maintenance (above 

general maintenance) over c.32 properties leased to two APs to a value of £1.2m 

to enhance the long-term quality and relevance of the properties. 

The figure of £4m in FY21 compares to a figure of £1.8m (FY20) when there was no 

provision for environmental works (FY21 - £1.1m) and no specific specialist enhancement 

project (FY21 - £1.7m) noted above. The more relevant comparison is therefore to the 

general works of £1.2m in FY21 and £1.8m in FY20.  

Looking forward, the Company considers that optional capital works are likely to be in 

the order of £1m-£4m per annum depending on the nature of the works undertaken in 

any year. 

 

4. Recovery of Trade and Other Receivables (as at 31 March 2021) 

At 31 March 2021, CSH had a trade and other receivables balance of £4.869m as stated in 

the report and accounts (Note 17). Of this amount, £0.7m related to insurance receivables 

paid on behalf of APs for subsequent recovery and £4.1m related to rent receivables.  

 

As at 30 September 2021, all but c.£354k in respect of the £4.1m rent receivables due at 

31 March 2021 has been collected against annualised rent roll of £50.8m.  This represents 

a collection rate of more than 99% as measured against annualised rent roll of £50.8m 

at 31 March 2021. 

 

CSH continues to work in seeking to recover the remaining c.£354k but in accordance 

with CSH’s debtor policy a provision of £240,000 was made against these specific 

receivables at 31 March 2021.  

 

5. Lease Terms: CSH Lease Lengths and Property Holding SPV Directorships 

Longer leases offer greater certainty to residents and their families who may in the past 

have suffered disruption from being in short stay accommodation. This is particularly so 

for the CSH portfolio where the average age of a resident is 32 and length of stay is 

expected to be for many years on average. Providing a degree of security of tenure is an 

essential part of the wider care package for many of these residents. 

 

CSH acquires properties into its subsidiaries, or “SPVs”, which hold a number of 

properties. These properties may have been acquired in a single transaction or in a 

number of transactions, and the leases may all be to a single lessee, or (in the case of 

“Civitas SPV 22”) a number of lessees. This is common practice in the real estate market. 
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CSH grants leases to its lessees for terms of 20-25 years, and up to 40 years with lease 

extensions.  This is achieved in one of two ways, either: 

a) an initial lease period (10-20 years) which contains an “Option for Further Lease” 

to be exercised at CSH’s sole discretion to extend the lease to up to 22-25 years; or 

b) an initial lease of (10-20 years) and a reversionary lease of (10-20 years) which 

means the lease has already been granted and commences the date after the initial 

lease expires.   

All leases have been valued by independent, professional valuers on this basis. 

  

By way of specific, illustrative examples of each of these two lease structures: 

1) Civitas SPV 131 (one of the CSH’s property owning companies) holds a number of 

leases. One such lease entered into between Civitas SPV 131 Limited and Auckland 

Home Solutions CIC (“Auckland”) is for an initial 10-year period from December 

2018 with a built in “Option for Further Lease” (clause 54) for a further term of 12 

years. The lease has been valued by independent valuers on the normal basis of 

the full lease term on the premise that Civitas would exercise its Option.  

2) Civitas SPV1 Limited acquired a property subject to a lease and a reversionary 

lease granted to First Priority Housing Association (which has subsequently been 

assigned).  The initial lease is for a term of 15 years and the reversionary lease is 

for a term of 10 years and commences the day after the initial lease expires.  The 

lease and reversionary lease have been valued on this basis by independent 

valuers. 

Lessees may account for the initial (minimum) lease term only for the purposes of their 

financial reporting, as in theory, the option may not be exercised by CSH as at that date. 

It is also for lessees to determine the extent to which they recognise lease obligations on 

their balance sheets. Further, CSH property holding companies may hold properties 

subject to leases to multiple lessees.  Therefore, for these reasons, lessor and lessee length 

disclosures for lease terms would not be directly comparable. Specifically, by way of 

example, lease length disclosures between Civitas SPV 131 and TLC or between Civitas 

SPV 1, Civitas SPV 22 and Civitas SPV 55 and Falcon are similarly not comparable. 

 

The majority of properties acquired by CSH are held within the various SPV structures 

some of which are referenced above and which in turn are then owned ultimately 100% 

by CSH. Directors and employees of CIM represent the interests of CSH on the boards of 

the SPVs. The balance of the CSH properties not held within SPV structures are held 

directly by the Company. 

 

 Prior to acquisition by CSH the original SPV directors would typically be the vendors of 

the properties who will then cease to hold those directorships post transfer to CSH.  In 

respect of all the CSH SPVs the current directors are either directors or employees of CIM 

and acting on behalf of CSH. This service is provided by CIM without charge to CSH and 

avoids the Company paying another party to undertake this administrative function. 

 

6. Rent Levels 
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Average weekly rent for CSH SSH tenants in the portfolio (excluding high acuity 

residential care) is £194, which is almost exactly in line with £194.43 quoted in the 

“Funding Supported Housing for All” paper published by Mencap and Housing LIN in April 

2018 (“Mencap Report”).  

 

A survey of the CSH portfolio by the specialist sector consultants, The Good Economy 

reported that the average weekly care hours per person, per week within the CSH 

portfolio was 43 demonstrating the extent of the care being delivered on a daily basis to 

CSH residents. This is consistent with the average level of care that we would expect to 

see being received in a care home/residential care and reflects the fact that CSH has 

focussed on properties that are capable of delivering mid to high acuity care. This is an 

important requirement in the definition of SSH accommodation.  

 

The detailed written agreements between care providers and the respective local 

authorities will reflect the level of care and number of care hours that are being delivered 

and the local authorities meet the rental and maintenance obligation to the APs for the 

properties on that basis. APs are increasingly seeking separate confirmation of this from 

local authorities by way of further demonstration of their own agreements with the local 

authorities (in addition to payments being received) and making this information 

available to the Regulator of Social Housing (“RSH”).  

 

CSH lease payments are also based on the fact that the properties within the portfolio 

have undergone often expensive adaptation or are specialist new build to ensure they are 

suitable for the delivery of extensive levels of care. They have also been delivered without 

recourse to any public subsidy, another important requirement for SSH accommodation.  

 

The CSH portfolio contains properties that are designated by the APs with which CSH 

works as SSH within the defined terms of the policy statement on rents for social housing 

and as such are intended to be exempt from the general social housing rent standard. The 

portfolio also contains high acuity residential care properties (see below). 

 

The alternative for residents within the CSH SSH portfolio should they not be able to 

reside within their CSH home, or an equivalent adapted property would be to seek 

accommodation within a care home or an institutional or residential setting. Given the 

level of long-term care need our residents cannot live in conventional social or open 

market housing. As such when consideration is given to the concept of the SSH properties 

having rent levels below a market rent (referencing in the Housing and Regeneration Act 

2008 but without “market rent” being a defined term) the natural comparable would be 

to a care home or an institution or residential care. 

 

The Mencap Report stated that the average cost of an institutional setting (for care and 

accommodation) was on average £1,760 per week and for SSH (for care and 

accommodation) £1,569 per week. Mencap went on to add that should an individual be 

housed in an “in-patient setting” then the cost rises to an average of £3,500 per week. 

 

Establishing the basis for SSH exemption from the rent standard and consideration of the 

market setting elements of the Housing and Regeneration Act 2008 can be a detailed 

process and these are issues that APs continue to discuss with the RSH. Stepping back, 



 

 

Civitas Social Housing PLC, Beaufort House, 51 New North Road, Exeter, United Kingdom, EX4 4EP 
Registered number: 10402528 

 

20 

however, and considering the validity of SSH rent levels, several additional points should 

be considered: 

- There is strong evidence that receiving care within an SSH setting can led to better 

personal outcomes and lower overall costs for the State 

- SSH residents cannot live in ordinary social or open market housing 

- In CSH’s experience, many residents and their families prefer the levels of 

personal independence that SSH offers (own front door) to institutional care 

provided that the individual is able to cope with the more independent SSH 

environment  

Turning to consider the high acuity residential care part of the CSH portfolio, where 

individuals are receiving very extensive care typically within larger community 

environments rather than SSH and with broader ancillary support such as rehabilitation 

facilities, the average rent for this highest acuity accommodation is £311 per week. This 

remains significantly cheaper than the “in-patient” settings noted within the Mencap 

Report.  

 

Referencing the above narrative to the example of the Auckland portfolio, which has been 

the subject of discussion, the average rent of properties leased to Auckland is £298 per 

week. This is due to the prevalence of residential care properties as well as SSH and also 

the greater geographic exposure to the South-East of England, which is the most 

expensive location in the UK to deliver services due to very high land and property prices. 

 

7. Occupation Levels 

CSH leases do not place the responsibility for any vacancies on the Company as CSH does 

not have a direct role in determining or maintaining levels of occupation. CSH, as a 

responsible landlord is, however, interested to ensure that whilst this responsibility 

formally rests with the APs they in turn have appropriate protections in place such that 

they are directly exposed to as few vacancies as possible. 

 

Within the CSH portfolio the cost of vacancies that are being met directly by APs (with no 

offset elsewhere) is reported currently to be less than 1% of total tenancies. This is the 

information provided directly to CIM by the APs. In each instance CIM seeks to work with 

the relevant AP to understand the circumstances around why the AP is meeting this cost 

and to assist them in seeking a resolution. Depending upon the reasons this may be 

resolved quickly or may require more detailed input with the CIM asset management team 

providing help and assistance, at all times without any cost to the AP or to CSH. 

 

More broadly, CIM estimates (based on information provided by the APs) that at the 

present time c.10% of the rooms/bed spaces comprised in the CSH portfolio are 

unoccupied (sometimes at the decision of the care provider).The level of vacancies will 

vary over time and it is in part  a reflection of the fact that 37% of the portfolio is devoted 

to higher level residential care where care providers have entered into back to back leases 

with APs that guarantee all rents and occupancy over the entire CSH lease period and take 

full operational responsibility for occupation. This is clearly an attractive arrangement 
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for CSH with most of the care providers being substantially larger than the APs 

themselves. 

 

Within high acuity specialist residential care for working age adults (as opposed to 

maintenance elderly care) it is common for some reasonable level of vacancies to exist 

and the break-even occupancy levels within these services will typically range from 60%-

85% depending on the exact level of acuity of the care being delivered. Vacancies in high 

acuity specialist care occur for a variety of reasons that are common within the sector: 

- the time required to assess the clinical needs of a prospective resident and design 

a full lifetime care package before the individual takes up residence 

- care providers seeking to retain vacant capacity to meet emergency placement 

requests by local authorities, particularly relevant in high acuity 

- bedrooms (on which rent is being paid) being utilised to accommodate care staff 

or additional space for residents requiring 24-hour care 

- the time taken for refurbishment in between a change of resident 

It is an established part of the business model of specialist care providers that they will 

have a cost for vacancies and as noted above the services are designed from a financial 

perspective to run below 100% occupancy.  

 

Within the balance of the CSH portfolio vacancies will occur when a new property is being 

brought into the system for the first time. It will commence unoccupied and will then be 

filled under the guidance of the care provider and the local authority. Sometimes this 

process can occur in a matter of weeks but at other times (due to clinical considerations 

rather than demand levels) it may take place over many months. During this time the AP 

will receive income to cover the cost of lease payments to CSH (and other landlords) and 

this will be paid either by the original developer or by the care provider (which could also 

be the developer). Once a resident is in place all occupation costs are met by the State as 

this is by its nature a government funded service for vulnerable adults with few if any 

personal financial resources.  

 

Once a property is first occupied any subsequent vacancies would usually fall within the 

service level agreement between the care provider and the AP. These vacancies would 

typically occur if a resident leaves for clinical reasons or for other family reasons. In 

addition, and in a manner similar to specialist residential care noted above, within the 

SSH environment care providers may determine to leave a level of unoccupied 

beds/rooms. The reasons for this include: 

- not seeking to disturb an established community of individuals who may have lived 

together for many years by introducing another person. This could be four 

residents in a five-bedroom property where the care providers is already operating 

a profitable and successful service. 

- where the care provider is aware that a higher acuity resident will require the 

service in coming months and it makes economic sense to wait for this to occur 

whilst leaving a space unoccupied. 
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- where the care provider works with CSH (or another landlord) to undertake a 

programme of capital works to adapt a property for more intensive care. 

Equally there will be times when a care provider struggles with occupation (possibly due 

to a relationship issue with a local authority or staffing issues) and in that instance CIM 

and the AP will seek to work with them and that may lead to a change to a better suited 

care provider. 

 

The CIM team includes professionals with direct operational, asset management and 

commissioning experience of the specialist care sector as well as the social housing sector 

and this enables CIM to understand in detail the operations of the specialist care sector 

and the nature of the care services that are taking place within the CSH properties. 

 

Whilst the ownership of properties that are suitable for individuals with learning 

disabilities, autism and mental health forms the largest part of the CSH portfolio there 

are other smaller aspects of the portfolio. By way of example, accommodation for those 

at risk of being homeless represents c.3.2% of the CSH rental income at the present time. 

On occasion during the COVID-19 pandemic, CSH has provided accommodation to local 

authorities on an emergency basis. CSH has begun to address this sector as an extension 

of the relationships with local authorities but with a focus on providing accommodation 

in which a high level of care can be delivered often by the local authority itself. It is not 

intended that this will become a significant part of the portfolio and its development is 

not in any way related to the management of voids within the portfolio. 

 

8. Approved Providers 

Over the past few years, CSH has continued to work closely with APs to assist in the 

strengthening of the organisations as they in turn respond both to the significant demand 

for the provision of SSH and residential care accommodation and to the requests for 

improvements from RSH. 

Whilst each of the APs is fully independent of CSH, the Company has always sought to be 

as supportive as possible for the long-term benefit of the sector and everyone within it. 

Throughout the COVID-19 pandemic, we have commented on the strong operational 

performance of the APs as they have adapted to keep both residents and staff as safe as 

possible. 

A particular feature of the sector (particularly so with higher acuity) is the long-term 

needs of residents who are likely to require the accommodation for several decades and 

sometimes for whole life. For this reason, lease and other arrangements tend to be 

structured to match this long-term need. 

When we consider the APs, it is evident that significant progress has been made in many 

respects with changes in personnel at both board and executive levels as well as 

operational enhancements. This reflected the need for additional skill sets as 

organisations have grown and matured to be better able to engage with counterparties 

such as the leading care providers and the RSH. We are pleased to have been able to assist 

with this process utilising our own relationships within the sector whilst noting that there 

is more to do and the RSH continues to work closely with a number of the housing 
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associations seeking further improvements as well as raising issues around the lease-

based model.  

Set out below is the diversification of the CSH portfolio as at the date of this report based 

on rental income at 30 June 2021. 

 

In terms of APs, CIM receives financial and operational compliance data and engages with 

the APs on a regular basis including our quarterly best practice seminars that are also 

attended by the RSH from time to time.  

With respect to SSH operational compliance, CIM has been informed that against the ten 

measures that are followed (see below) the APs have reported an average of between 99% 

and 100% compliance on seven of those measures and between an average of 94% and 

98% on the remaining three measures. Given that a number of COVID-19 restrictions 

remain in place this is regarded as a strong performance that is above that achieved by 

the general social housing sector. 

 

Turning to consider financial performance, we have been provided with the management 

accounting information from the APs that confirms that of the 17 APs three have reported 

a deficit in their most recent submissions (various accounting dates) and we are advised 

have plans in place to seek to move towards a surplus. The margins of those in surplus 

range from break-even to 10%+ with higher margins being achieved from operational 

efficiencies and scale of operations. 

 

a) Persons with Significant Control of Approved Providers 

Set out below is a table that summarises “Persons with Significant Control” (as defined 

in the Companies Act 2006) of each of the APs that hold leases to properties within the 

CSH portfolio, extracted from Companies House’s public records. 

Fire Fighting 

Equipment

COMPLIANCE

EPCsAsbestos Gas Safety Fixed Wire FRA Assesments Fire Alarm Tests Emergency Lighting Legionella PAT
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All the APs noted below and all “Persons With Significant Control” set out below are fully 

independent of CSH, CIM and their directors and staff.   

Where properties have been acquired by CSH in the ordinary course of business (on a 

fully arms-length basis subject to independent valuation and due diligence) from persons 

with significant control these have been identified below. No properties have been 

acquired from The Social Housing Family CIC. 

 

Approved Provider 
Annualised Rent roll 

%  
(as at 30 June 2021) 

Properties Persons With Significant Control1 

Falcon Housing Association 
C.I.C. 

19.3% 116 
Jamil Mawji *  
Faisal Lalani * 

Auckland Home Solutions 
CIC  

16.3% 100 
The Social Housing Family CIC 
 

Bespoke Supportive 
Tenancies Limited (BeST) 

12.9% 74 No persons with significant control 

Inclusion Housing 
Community Interest 

Company  

9.4% 82 Inclusion Group Limited 

Qualitas Housing  7.4% 7 The Social Housing Family CIC2 

Westmoreland Supported 

Housing Association Limited  
5.9% 41 No persons with significant control 

Encircle Housing Ltd 5.8% 16 No persons with significant control 

Trinity Housing Association 
Limited  

5.2% 43 No persons with significant control 

Pivotal Housing Association  3.9% 27 
Stephen Fowley * 

Chloe Dixon  

Harbour Light Assisted 
Living C.I.C  

3.6% 27 Mark Adams 

Chrysalis Supported 
Association Limited 

3.5% 27 No persons with significant control  

New Walk Property 
Management C.I.C 2.8% 41 Stephen Vincent Timmons * 

My Space 1.1% 8 Peter Lynch  

IKE Supported Housing 
Limited 

1.1% 10 Alison Swallow  

Hilldale Housing Association 
Limited 

0.9% 15 Change Housing CIC 

Windrush Alliance UK CIC3 0.8% 13  Trevor Fothergill  

Blue Square Residential Ltd 0.1% 1 John Drummond 

Grand Total 100% 648  

 * CSH has acquired properties on an arms-length basis, and subject to independent valuation and due diligence 

from the individuals (or entities in which they have an interest) noted above. 

Details of The Social Housing Family CIC (“TSHF”) are set out at section 11 below.  

Change Housing is a community benefit society registered with the community interest 

company that was established by Fairhome Group “to provide housing, including Social 

Housing, accommodation and assistance to help house people…for the relief of elderly, 

disabled (whether physically or mentally or learning disabled) or chronically sick 

people”. 

                                                 
1 As reported to Companies House as at 10 October 2021 
2 As a Community Benefit Society recorded on the Mutuals Public Register, there is no “persons with significant control” register 

maintained for Qualitas Housing.  Please see further information in section 11. 
3 Windrush is a new AP for CSH, having taken leases with the Company in July 2021. 
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As noted in section 14 below, Fairhome Group previously provided services and had a 

representative on the board of Westmoreland. CSH, along with many other listed and 

private investment funds, has acquired properties from Fairhome Group on a fully arms-

length basis subject to independent valuations and due diligence. Fairhome Group is fully 

independent of CSH, CIM and their directors and staff. 

Inclusion Group Limited, is the parent company of a group developing, providing and 

funding health and social care housing for vulnerable adults across the UK. 

For the majority of the APs, as is common within the social housing sector, the shares of 

the APs as social entities are held by their own board members/shareholders.  

For clarity, no director of CSH or CIM is a board member of any of the APs with which 

CSH undertakes transactions. 

The presence of AP directors with outside interests, such as within the care sector or 

specialist developers, that are correctly disclosed is not unusual within the social housing 

sector and in part reflects that fact that the boards of APs are comprised largely or 

exclusively of directors acting in a non-executive capacity. Indeed, the origins in the past 

of what are now very large general housing associations was sometimes driven by 

individuals who were active within the real estate sector. The same is true of the SSH 

sector but with a focus on the care industry. 

It is for the boards of each AP to ensure that all outside interests are correctly disclosed 

and managed accordingly. 

 

9. Demand for CSH Properties Supports Quality and Reliability of CSH Rent 

Roll  

There is a significant shortage of SSH and specialist resident care accommodation 

with demand predicted by Government sponsored agencies and other sources to 

grow significantly in coming years with the highest levels of growth being 

experienced for individuals with learning disabilities, the core part of the CSH 

portfolio. 

 

Long-term structural demand underpins the quality and strength of the 

Company’s rent roll and this is further supported by 37% of the CSH portfolio 

benefiting from back to back up to 25 year care provider leases with APs and by 

SSH properties that have been subject to detailed due diligence including the 

testing and measurement of rents. 

 

In the event that an AP is unable to perform their lease obligations, or a care 

provider fails to renew a service level agreement then CSH is able to utilise the 

expertise within CIM to undertake the active and granular asset management 

required. This is supported by the backdrop of unmet demand and strong 

predicted growth in the need for SSH accommodation together with the 

significant market presence enjoyed by CSH today.  
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By way of example, when the AP First Priority suffered a near failure in 2018, 

CSH was able to assign the relevant leases with minimal loss. Since this time CIM 

has supported APs from time to time in the identification and onboarding of new 

care providers where a service level agreement was not renewed or where a 

change was required for another reason. The CIM team contains sector specialists 

with expertise in the commissioning of SSH accommodation and in specialist care 

that are able to apply these skills to assist APs (without charge). 

 

The Government sponsored Personal Social Services Research unit has predicted 

55% growth in the demand for SSH housing in respect of learning disability up to 

2030. This is set out in the table below. 

 

England 

2015 2020 2025 2030 2015-2030 

Units Units Units Units % Change 

(000s) (000s) (000s) (000s)   

Working age people      

Learning disability 38.5 47.9 53.9 59.8 55.30% 

Mental health 

problems 
29.5 30.7 31.4 31.2 5.80% 

Physical disability or 
sensory impairment 

9.0 9.4 9.6 9.6 6.20% 

Total 77.0 88.0 94.9 100.6   

 

The National Audit Office in March 2021 forecast a 29% increase in adults aged 18 to 64 

requiring care by 2038 compared to 2018. Given that government policy is focussed on 

much of that care being delivered in the community then the requirement for SSH 

accommodation is expected to continue to grow in the future. 

 

Mencap data has shown that: 

- A significant number of people with long-term care needs live with elderly parents, 

who worry what will happen to their adult children when they can no longer care 

for them. 

- Over 2,000 people with a learning disability are currently placed in inpatient 

units, miles away from their family, often for a long time. 

- 82% of local authorities say they have a shortage of suitable housing for adults 

with a learning disability and 67% say that it has become more difficult for adults 

with a learning disability to have their housing needs met. 

- Due to this lack of appropriate local housing and the support options that go with 

it, many people with a learning disability do not get a choice about where they live 

or who they live with. Too often they are moved into accommodation far away 

from family and friends, especially if they have complex needs. 

The drivers for the growth in demand for SSH accommodation and for community based 

residential care facilities are wide ranging and include: 
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- The need for individuals with care needs to move out of a family home when 

parents/guardians themselves become frail and require support, this being noted 

above by Mencap 

- Better survival rates for very premature births where individuals survive but with 

life challenges 

- Increasing life expectancy for individuals with long-term care needs that now 

comes close to the general population  

- A higher number of children with care needs reaching 18 and requiring adult 

provision within their own community 

- Overall growth in the UK population together with a reduction in the social 

housing stock that began with the sale of “council” houses in the 1980s many of 

which remain to be replaced. This is summarised below.  

 

CSH operates in a sector that is experiencing continual growth and where there are 

structural shifts within the sector particularly from care being delivered within family 

homes to provision being required within independent dwellings of the kind that CSH 

owns. 

 

This level of demand is reflected in the fact that to date CSH has not needed to move any 

properties out of the care-based SSH or residential care sectors in the UK. Should that be 

required at any time in the future it is the expectation that properties would be suited to 

another form of local authority or other public sector use. This could include 

accommodation for homeless provision, step-down or other accommodation for the NHS, 

for asylum seekers or former offenders. Such alternatives use supports the underlying 

value of the properties in addition to the existing lease arrangements. 

 

 

 

 

10. Auckland Home Solutions CIC  

CSH does not own, or control, Auckland Home Solutions CIC (“Auckland”). Auckland is a 

member organisation of TSHF, further details of which are set out in the next section of 

this paper. 
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Set out below is a structure diagram showing the operation of the SSH sector, which 

makes the clear distinction between the ownership, delivery and funding of specialist 

care and the role of the APs and of CSH. 

 
 

The RSH recently reviewed Auckland and published a regulatory notice. It has, amongst 

other requests, required Auckland to demonstrate further supporting information with 

respect to agreements with local authorities in respect of rental receipts. The RSH also 

commented on the non-independence of certain directors of Auckland, which CSH has 

been advised have been disclosed to and managed by the board of Auckland. We note that 

Auckland has confirmed that it is committed to working with the RSH to seek to become 

compliant. 

 

11. The Social Housing Family CIC 

 

i. Establishment  

TSHF is an independent community interest company that was developed in order to 

create a new entity whose key purpose was to assist in the enhancement of operational 

and governance standards within the SSH and residential care sector. 

TSHF is a company limited by guarantee with a charitable purpose “to help to ensure that 

RPs are well run and effective by appointing people with required skills and experience 

to their boards. Additionally, TSHF will help to ensure that the principles on which RPs 

are founded continue to be respected”. 

With reference to its charitable status, TSHF is subject to an “Asset Lock” that requires 

that TSHF “shall not transfer any of its assets other than for full consideration”. Whilst 
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such a provision is not a requirement to achieve community interest company status, it 

was viewed as an important statement of charitable intent.  

 

ii. Independent board 

TSHF today has a fully independent board of directors that comprises Louise Rogers and 

Rupert Cottrell and we understand that it is the board’s intention to expand the board of 

TSHF in due course with further independent directors being appointed.  

 

Louise Rogers is an experienced business executive with a career that has included 

working within social housing, real estate public relations and executive business 

coaching. Within the social housing sector Louise was the first Communications Director 

of the Hyde Group, a large G15 housing association (the organisation of the largest 

housing associations in London), which became an industry leader in housing and 

regeneration during her tenure. Louise is also active as a trustee of several charities that 

are working to support disadvantaged young people.  

 

Rupert Cottrell is an experienced executive having worked at a senior level within the 

financial services sector for over 40 years including four years as a director of the 

financial services regulator FIMBRA, now part of the FCA. He is an FCA approved person 

and also approved for his expertise in Mediation in financial services. Rupert was 

formerly Director and Deputy Managing Director of Hill Samuel Private Client 

Management Limited and Deputy Head of Private Clients at Cazenove & Co. He has since 

developed a successful career as a senior independent non-executive director, including 

as a non-executive director of Trinity Housing Association. 

 

Given his expertise, Andrew Dawber and Tom Pridmore have previously asked Rupert to 

serve as a senior independent non-executive director on the board of two investment 

funds, Funding Affordable Homes (a regulated institutional fund that invested ethical 

European capital into social housing in the UK) and CIM Healthcare Properties PLC (a 

company established to consider investment in mental health services, but which did not 

become active).  

 

 

iii. Members 

 

The first housing association to join TSHF was Auckland, itself established as a 

community interest company. On 6 August 2019, TSHF and Auckland entered into an 

“Intragroup Agreement” which governs the relationship between the two entities and 

stipulates a number of points regarding the ongoing independence and authority of the 

Auckland board.  

 

In particular, the Intragroup Agreement ring fences the “Independence of Decision 

Making” of Auckland and crucially states that Auckland: 

- Is entitled to take its own decisions as a board in the best interests of Auckland 

- Has the right to obtain independent and impartial advice in connection with any 

decision taken by the board of Auckland 
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- Retains autonomy over any decision relating to Auckland’s compliance with 

Regulatory Standards or Care Standards 

The overall effect of the Intragroup Agreement is to respect the regulated and 

independent nature of Auckland whilst enabling TSHF to provide support, advice and 

governance for the benefit of Auckland and other entities that may subsequently join 

TSHF. Whilst TSHF is entitled to select board members of member bodies under specific 

circumstances, it also reflects the fact that the role and powers of TSHF does not include 

approval of any transactions undertaken by the underlying entities such as Auckland. 

 

The concept of TSHF was developed originally by CIM, in discussion with CSH, and grew 

out of the successful quarterly AP seminars that have been run by CIM for a number of 

years. The seminars bring together the APs who hold CSH leases and act as a forum to 

share best practice within the sector and to share experiences by way of promoting better 

operational performance. On occasion the RSH has joined the sessions. TSHF in effect 

formalised that process with a view to bringing about greater enhancements.  

 

CSH and CIM understand that it is intended that TSHF will be a self-funding organisation 

and that vendors/developers of properties where TSHF entities decide, independently, to 

enter into lease or other arrangements pay an onboarding fee to TSHF in addition to the 

regular payments that would be expected to be made to the TSHF member.  Initial funding 

for TSHF has been provided from small membership fees, which are not expected to be 

required once TSHF is self-funding. 

 

As part of the original development of TSHF and to move the concept forward, Paul Bridge, 

a director of CIM, became the founding director of TSHF. Prior to TSHF becoming active 

and accepting its first member by entering into the Intragroup Agreement with Auckland, 

Louise and Rupert joined TSHF board as independent directors. Accordingly, at the time 

of Auckland’s admission all decisions of TSHF were made by a majority of its directors.  

Paul Bridge did not have control over the board decisions of TSHF.  Consequently, at no 

point in time was Auckland deemed a related party of CSH.  As TSHF became established, 

Paul transferred the one share that he held on trust on 18 August 2020, ceasing to be a 

‘person of significant control’ on that date and then formally resigned as a director 

effective 31 March 2021. For completeness, pursuant to the Intragroup Agreement, 

neither Paul nor TSHF were entitled to make, or be involved in decisions of the board of 

Auckland concerning any transactions with CSH or any other of Auckland’s 

counterparties. 

 

As noted in CSH’s annual report and accounts at 31 March 2021, Qualitas Housing 

(“Qualitas”), a charitable entity, was the second member to join TSHF after it registered 

as a Community Benefit Society on 20 August 2020. The three members of Qualitas 

recorded on the Mutuals Public Register are the current independent directors of TSHF, 

Louise Rogers and Rupert Cottrell and TSHF itself. Paul Bridge, on behalf of the TSHF was 

one of the three original shareholders with Louise and Rupert and as noted above Paul 

ceased to be a director of TSHF on 31 March 2021. The company secretary of Qualitas from 

inception was Tayo Bilewu, an employee of CIM and as planned this administrative 

service is now being outsourced to a professional firm. 
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12. The Regulator of Social Housing 

We seek to have full alignment with the RSH in terms of the specific aims to provide high 

quality accommodation that meets the needs of vulnerable tenants and their families, at 

good value to the public purse. We believe the RSH recognises the importance of bringing 

private capital into the industry to provide the care required for a growing number of 

vulnerable adults.  

 

It is the role of the RSH to highlight risks (it has said that it does not approve or 

disapprove of any specific operating model). It reviews housing associations and then 

works with them to improve standards. As part of its viability gradings, the RSH has 

required housing associations to provide contingency and other plans, and this is one of 

the reasons we now sign lease agreements with a force majeure clause. The RSH has also 

noted the reliance of housing associations in this sector on the leasehold model and this 

is undoubtedly a reason that Encircle, one of our AP counterparties, has set out its 

intention to diversify its business whilst still maintaining a strong presence in the SSH 

sector. 

 

The RSH has reported on the governance of a number of housing associations, in some 

cases making a number of recommendations and in the case of Westmoreland actively 

intervening to make Board appointments a requirement that has since been removed. 

 

Whilst CSH is not regulated by the RSH we do seek an active and positive engagement so 

that we can work with the RSH to evolve the model in a way that seeks to satisfy the 

concerns that they have raised in respect of the lease-based model.  

 

Our leases and their associated rents (which are tested) are commercial arrangements 

entered into with APs that are themselves private bodies with a charitable purpose. As 

such they have the usual protections afforded to normal contractual agreements. This 

protection does not however reduce our enthusiasm to work with the RSH for the benefit 

of all those who have a stake in the sector including our shareholders. We look forward 

to progressing this dialogue. 

 

13. Government Funded Framework  

Each of the 4,391 individuals who reside in a CSH property has been assessed by their 

relevant local authority to confirm the level of care and support that they require and 

specifically that this should be SSH or residential care accommodation. The cost of this is 

then met by the local authority with a recharge to the central government housing benefit 

or health budget in respect of the accommodation and care. 

 

Unlike general social housing, residents in SSH accommodation are unable and do not 

make any contribution to the cost of their housing and given their care needs are unable 

to live in conventional social or open market housing. 

 

When new properties are brought into the SSH sector for the first time the local authority 

will engage with the appointed care provider and the AP to plan a programme of 

occupation. Despite very significant demand, for clinical reasons it can take many months 

to onboard residents into a building. 
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During this time the responsibility to meet the cost of the rent roll for CSH and other 

sector investors is conventionally met by the original developer of the relevant properties 

which may also be the care provider. This forms part of the overall cost of delivery for 

the developer and reduces the developers margin accordingly.  

 

Should a subsequent void occur post first occupation then the cost of making this good 

would usually fall under the service level agreement that the care provider has entered 

into with the relevant AP. This would be the case in respect of the properties that benefit 

from the up to 25 year back to back care provider leases. 

 

In both instances the key objective is to ensure that the AP does not have to meet the cost 

of rent without having the equivalent income being received from the local authority.  

 

The use of these well-known arrangements does not detract from the obligation that on 

the public sector to provide funding for all individuals once they take up residence.  

 

 

14. Developer Loans for Approved Providers 

As noted above, developers have a legitimate role in meeting the costs of rental income 

before a property is occupied for the first time. 

 

In addition, some developers, as part of the range of services they offer, have provided 

assistance, funding and operational support to APs some of which has also been in the 

form of “in kind” services such as centralised repairs and maintenance and assistance 

with rent collection from local authorities. This was the case with Westmoreland where 

Fairhome Group provided support in this regard. Fairhome is an established specialist 

investment partner-developer that in addition to developing properties also provides a 

range of services to the sector.  

 

Westmoreland determined that its historic pace of growth with a range of 

developers/aggregators and investment had been too strong, and it needed a period to 

rebalance and to stabilise, and to bring in greater professional management within the 

board and the executive. Whilst both of these objectives have now been achieved 

Westmoreland also determined to reduce the number of units under management, a 

process that CSH assisted with. 

 

As part of this rebalancing, CSH understands that Fairhome wrote off loans that had been 

made to Westmoreland, part of which were in respect of unpaid fees for services 

previously provided, and that were very long dated and repayable only from future 

profits. This is viewed as a positive action on the part of Fairhome in support of 

Westmoreland and the sector.  

 

Westmoreland with the assistance of Fairhome brought all its services in-house some 

years ago and accordingly no funding or operational support has been provided by 

Fairhome for some time. The actions of Fairhome have helped to strengthen 

Westmoreland. 
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At all times CSH has monitored its portfolios with both Westmoreland and other APs and 

can confirm that neither CSH nor CIM has been a direct beneficiary of any support 

provided to Westmoreland from Fairhome. 

 

15. Change in Value of Properties/Same Day Purchases and Sales 

Most transactions undertaken by CSH have a long separation between the time that a 

vendor acquires or develops a property and the time of the subsequent purchase by CSH.  

 

In more limited instances, the timings may be closer together and occasionally reported 

on the same day by Land Registry, however less than 2% of CSH portfolio was acquired 

as a result of same day real estate transactions.   

 

When it does occur the close timing of dates happens when a vendor/developer has 

previously worked up a scheme (securing commissioner support, agreeing reasonable 

rent levels and securing commitments from the AP and the care provider, and planning 

detailed refurbishment or reconfigurations works that will take place post completion by 

CSH) often over the previous 3-12 months at cost and risk to themselves but not yet 

completed the purchase from the previous owner. 

 

In this instance the purchase by the developer of the original property and the sale to CSH 

may occur on the same day. The benefit of this from a tax perspective is that only a single 

payment to SDLT is required based on the price at which CSH acquires the property and 

no SDLT is applicable on the purchase by the developer. The value paid by CSH will be 

uplifted to include all the costs of future works as well as reserves to cover all purchase 

costs and rent while the property is being commissioned (rent is paid by the State once a 

resident is in place).  The developer will initially be paid only the value that he has just 

incurred in purchasing the property plus a margin to cover his historic costs and an 

agreed transparent profit (usually c.15%) and monies relating to future works will not be 

paid until the works are completed and released against inspected delivery.   

 

An example of a same day property transaction is set out below. This example also 

demonstrates the details and explains why there is a significant change in value 

(supported by independent valuation reports).  

 

It can be seen in this actual example of a CSH transaction that the price paid by the local 

developer was £650,000 and the purchase price for CSH was £1,049, 231 and yet the 

developer only achieved a profit of £132,803 that equates to 14% on cost before the 

developer meets its own central and management costs. This is a level of margin that is 

typically lower than is normally achieved by many residential developers and is part of 

the open book approach adopted by CSH to monitor and contain costs.  

 

The difference of £266,428 (£1,049,231 - £650,000 - £132,803) is due to £120,000 of 

capital works that took place post acquisition and £126,428 of Additional Costs that are 

broken out in the example of which SDLT is the largest single component. In each case 

the monies in respect of these items were placed into escrow by CSH and allowed to be 

drawn as required and in the case of capital works against the monitored performance of 

the work delivered by the original developer.  
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There will be quite a number of instances within the CSH portfolio where capital works 

and purchase costs will be incorporated into the purchase price, irrespective of the exact 

timing of the purchase and sale to CSH. Adopting this structure enables CSH to ensure 

that works are undertaken under its supervision and to the standards that it requires 

whilst enabling developers to receive consideration for their purchases that aid their own 

cash flow.  The total purchase price with costs (in the case of the example below 

£1,049,231) will be subject to independent valuation and the transaction will usually only 

be taken forward if the valuation supports this total purchase price. 

 

The example below incudes costs of capital works in an amount of £140,000 against a 

price paid by the developer of £650,000, being 21% of the price paid. There will be 

instances where the cost and extent of works is less than this and examples where it is 

much more. The key is to ensure that CSH secures properties that are well located and 

then correctly adapted to the particular care requirements. 

 

It should be noted that from an external view in many instances there will be little change 

evident after completion of capital works as the intention is for SSH properties to 

continue to have a residential “feel” and to fit in within the local environment.  With a 

redevelopment this is not always possible but in all cases most of the work will be internal 

often to create independent apartments from a property that was a single dwelling or to 

incorporate rooms for care staff. 

 

For all the reasons set out above, it is not possible to consider the price paid by a 

developer and the subsequent price paid by CSH (even if it is on the same day) and attempt 

to reach conclusions around appropriate values. 

 

a) Example Same Day Property Transaction 

 

Set out below is an example of the costs schedule and estimated developer profit relating 

to the same day sale and purchase of a property.  

In this instance the developer undertook a full redevelopment of the property over a c.4-

month period AFTER the same day purchase and sale to CSH. At the point of acquisition 

by CSH all aspects of the SSH ecosystem were in place, including the following:  

- sign off by local authority commissioner as a suitable SSH property. 

- confirmation of rent levels by local authority rent officer. 

- executed service level agreement with local authority approved care provider. 

- executed long lease with an AP; and 

- agreed and fully costed works schedule for the renovation/redevelopment of the 

property with specification approved by the care provider and AP and overseen by 

CIM.  

The developer carried out the above pre-purchase activity over a c.10-month period 

BEFORE sale to CSH. Due diligence conducted by CIM began when the developer had 

identified the property and was in negotiation with the local authority, care provider and 

AP. CIM undertook legal, commercial and real estate due diligence which included 
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speaking with all stakeholders, verifying rent levels and analysing suitability and cost of 

development works. Counterparties agreed to adopting forms of CIMs institutional lease 

and service level agreement. 

The lease with the AP and service level agreement with the care provider were activated 

at the point of acquisition by CSH. The developer began the agreed works at completion 

and the AP also began paying rent, having been funded fully by the developer during the 

works (and tenant fill up) period and without any risk exposure to the AP. As noted all 

rental income is paid for by the State as soon as the resident takes occupation.  

This property is now fully operational (entirely refitted as five independent flats from a 

single dwelling) providing accommodation on a rental of £240 per week (located in South-

East England) to five adults of working age with lifelong care needs. The care provider is 

responsible for paying rent and service charge on all voids under the service level 

agreement entered into with the AP.  

The developer generated a profit of c.£132.8k (representing 14% on cost, before meeting 

his own central and management overheads) on delivering this project over a c.14-month 

period.  

A breakdown of the costs of this project is set out below 

 

Example CSH Property    
    

Developer Purchase Price   £650,000 

 

Development Works (post purchase)  £140,000 
 

Additional Costs (VAT Inclusive – see below)  £126,428 
 

Total Developer Costs   £916,428 

    

Purchase Price   £1,049,231 

Purchase Yield   5.9% 

    

Developer Profit (14%) [1] 

  £132,803 

    

Detailed Workings    

Number of Units   5 

Rent per week [2] 

  £240 

Annual Rent   £62,400 

    

Developer Purchase Price   £650,000 

Development Works   £140,000 

    

Additional Costs:    

SDLT (Developer Pays CSH Stamp Duty) [3] 

 £65,150 

SDLT (charged on AP lease)   £7,978 

    

AP rent coverage during capital works and fill-up period  £20,800 

   

AP On-Boarding Fee   £7,500 
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AP Legal Fees on original 
purchase 

  £10,000 

    

Developer Legal Fees on original purchase  £15,000 

    

Total Additional Costs   £126,428 

Total Developer Costs   £916,428 

CSH Purchase Price   £1,049,231 

Developer Profit   £132,803 

    

    

[1] Developer Profit does not include the additional costs for developer's own management time and other overheads  

[2] Rent levels tested for reasonableness against comparable properties and agreed with respective local authority  

[3] Stamp duty is charged on the CSH purchase price of £1,049,231  

    

 

16. Handling Potential Conflicts of Interest 

The SSH sector has been operating successfully for over 25 years. The origins of this 

specialist sector mean that, as a matter of public record, there have been a number of 

parties with overlapping interests. These numbers have been in decline for several years 

as the sector has grown and become more institutional.  

 

The Board of CSH keeps under review all possible areas of conflict within its business and 

its investment adviser, CIM. Both CSH and CIM have comprehensive conflicts of interest 

policies and procedures in place. Approval for investments in properties held in a 

corporate vehicle (which account for the vast majority of CSH's acquisitions) are subject 

to the approval of both the independent Board of CSH and CSH's independent AIFM. 

 

For completeness, we would draw the following matters to the shareholders attention all 

of which have been fully disclosed at previous Board meetings. 

 

i) CSH employed the solicitor firm Memery Crystal LLP, to undertake legal work in 

connection with a property acquisition in 2020, incurring fees of £36,635. Alastair 

Moss, a Non-Executive Director of CSH, was a member of Memery Crystal LLP, 

although he was not involved in the work undertaken on this project and an 

information barrier was put in place to prevent any potential conflict. The business 

of Memery Crystal LLP has subsequently been transferred to another entity (of which 

Mr Moss is a shareholder and an employee) and CSH has not engaged the firm since 

the first appointment. 

 

ii) Xenia Management Limited (“Xenia”) is an investor in the operating care companies 

acquired by Specialist Healthcare Operations Limited. Tom Pridmore was previously 

a director of Xenia in a non-executive capacity. He held no equity and had no voting 

rights in Xenia and resigned as a director prior to Xenia’s investment. This 

information was fully disclosed to the Board of CSH and its advisers at the time and 

before any OpCo/PropCo transaction was conducted. 

 

applewebdata://359C7651-05B3-45FB-B89A-A4251E8025DA/#_ftnref1
applewebdata://359C7651-05B3-45FB-B89A-A4251E8025DA/#_ftnref2


 

 

Civitas Social Housing PLC, Beaufort House, 51 New North Road, Exeter, United Kingdom, EX4 4EP 
Registered number: 10402528 

 

37 

iii) The CSH IPO Prospectus published in 2016, notes that Tom Pridmore is a director of 

Beaufort Capital Management Limited (“Beaufort”), which has since 2013 advised 

credit funds that provide development finance to a wide range of property 

developers. Beaufort has not made any advances in respect of any of the properties 

within the CSH portfolio or to any of the CSH lease counterparties. As disclosed to 

the Board of CSH, Beaufort as part of its ordinary lending activities in 2017 advised 

on a debt facility to Fairhome Group in their capacity as a property developer. This 

facility remained undrawn and expired in 2018 with no capital being utilised. 

 

iv) Peter Baxter, also a Non-Executive Director of CSH, is a director of Snowball Impact 

Management Limited, a social impact investment organisation, which advises an 

investment vehicle with an investment portfolio that is able to invest in CSH, 

although any discussions about shares in CSH do not involve Peter.  The Company 

understands that an investment vehicle advised by Snowball Impact Management 

Limited has a holding of ordinary shares in CSH. 

 

v) CIM, the investment adviser to the CSH portfolio, has other clients. As required by all 

investment management firms, CIM has an allocation policy. This is agreed by the 

CSH Board and overseen by CIM’s own Board and internal compliance. The Board of 

CSH has regular contact with the Non-Executive Directors of CIM for the purpose of 

re-assurance. 


