Dukemount Capital PLC;
Ordinary Shares
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Disclaimer
This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed, being persons
who are Eligible Counterparties or Professional Clients as described in the FCA rules or persons described in Articles 19(5) (Investment professionals)
or 49(2) (High net worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon
by such persons and is therefore not intended for private individuals or those who would be classified as Retail Clients.
This document has been produced for information purposes only and is not to be construed as investment advice or a solicitation or an offer to
purchase or sell investments or related financial instruments. The investments referred to in this document may not be suitable for all recipients.
Recipients of this document should make their own investment decisions based upon their own financial objectives and financial resources and, if in
any doubt, should seek advice from an investment advisor. Recipients should also take their own legal and tax advice. Dukemount Capital PLC does
not purport to and nor does it offer any financial, tax or legal advice. This document may not be reproduced for further publication without our prior
written permission.

Recipients of this document should be aware of the risks detailed in this paragraph. Past performance is not necessarily a guide to future
performance and an investor may not get back the amount originally invested. Where investment is made in currencies other than the investor’s
base currency, the value of those investments, and any income from them, will be affected by movements in exchange rates. This effect could be
unfavourable as well as favourable. Levels and bases for taxation may change. Some of the investments mentioned in this document may not be
readily liquid investments.
Dukemount Capital PLC or its affiliates and their directors or employees may, as principal or as agent, make purchases, sales and offers to purchase
or sell in the open market or otherwise and may have positions in or options on any financial instruments mentioned, and may have interests
different or adverse to your interests.
To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs or prejudices
whatsoever arising from the use of this document or its contents. Laws and regulations of other countries may also restrict the distribution of this
document.
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Dukemount Capital Plc
•

Dukemount Capital Plc (“DCP”) is to be listed on the Main Market of the London Stock Exchange

•

DCP intends to acquire, manage and develop a range of properties including hotels, concentrating on yield which, where
possible, will be linked to CPI

•

The first transaction has been identified in the Supported Living sector and is leased to a Housing Association. This is subject
to contract and due diligence, at this stage DCP has not identified a target in the hotel sector.

•

The funding of the properties will be through sale and leaseback to institutions and, where possible, the issuance of nonvoting Preference Shares and debt in the case of hotels DCP may seek a J.V. Partner.

•

DCP proposes to raise up to £ 1.5m equity to add to its circa £ 100,000 of cash and shares in an offering targeted for Q4 2016.
This will be used to source and structure its first real estate acquisitions, and listing costs

•

It is the intention of the directors to pay a dividend within the first 12 to 18 months, the target yield being up to 10%

•

DCP shares are eligible for ISA’s and SIPP’s.

•

Tax efficient income, i.e. the first £5,000 of dividends received in a tax year is, currently, free of UK taxation. See:

The

https://www.gov.uk/government/publications/dividend-allowance- factsheet/dividend-allowance-factsheet
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Objective
“UK private sector pension liabilities are valued at just over £2 trillion on a buyout basis, which suggests that potential
demand for long-dated index-linked gilts could be of the magnitude of £1.6 trillion”
•

This quote is from a report published by Schroders in June 2016, entitled, “Pension funds and index-linked gilts a
supply/demand mismatch made in hell”
http://www.schroders.co.uk/en/SysGlobalAssets/schroders/sites/ukpensions/pdfs/2016-06-pension-schemes-andindex-linked-gilts.pdf

•

The company intends to acquire, develop, manage and in some cases rebrand hotels.

•

It is intended to acquire total real estate assets of up to £ 100m within its first year of operations and up to £ 300m a year
thereafter

•

The properties will, in most cases, have inflation linked cash flows backed by freehold or long leasehold real estate. Long term is
defined as income with a term of 20 / 50 years or more.

•

These assets are in high demand, and DCP intends to create or acquire Long Dated Inflation Linked assets to meet this
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Long Dated Inflation Linked Assets
•

The value of Index-linked assets are adjusted for changes in inflation, such as CPI, keeping the value of investments
constant over time.

Source: HSBC Investments
•

DCP intends to acquire, manage and develop real estate assets whose rents are linked to CPI providing shareholders with a
long-term hedge against inflation.

•

DCP will use the cashflows from its tenants to:
 Generate a secure inflation linked annual income for institutions (the Long Dated Inflation Linked cashflow), and
 pay all costs of the PLC potentially leaving net income to pay dividends to shareholders
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Inflation expectations in the UK
The Bank of England (BoE), which targets a 2% rate of inflation, would be “willing to tolerate a bit of overshoot in inflation over
the course of the next few years”. The Governor of the BoE, Mark Carney.

The five-year “break-even” rate in October, which is the yield difference between conventional and index-linked gilts, has climbed
above 3 per cent to the highest level since early 2014. Source: Financial Times, https://www.ft.com/content/21605a0e-9138-11e68df8-d3778b55a923
BoE projections for CPI

Rising market expectations for UK inflation

% - UK 5-year break-even rate

the UK’s

Source: Financial Times

Source: BoE Inflation Report November 2016
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The Transaction
DCP has entered into negotiations
with a third party to acquire the
freehold of certain Supported
Living properties

Part of the contract with the
institution will enable DCP to
lease-back the property for 30
years at a lease rental linked to CPI

The properties will be leased to
Housing Associations. DCP will
receive rental income linked to
CPI from the lessee.

DCP will simultaneously sell a 30
year lease over the properties to
the institution.
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The Benefit to Shareholders

•

The project of consolidating c.£20m of properties into one package is too small for the institutions to consider managing
themselves, however, they are interested in acquiring a percentage of the 30 year CPI linked income from DCP.

•

The demand for these properties is from institutions, such as insurance companies seeking to match Long-term pension
liabilities.

•

As an example, on a transaction DCP would benefit from the differential between the lease income and the lease back cost.

•

In addition, DCP will own the freehold of the properties which could be sold on a yield of 4.5% for a freehold which is subject
to an outstanding 30 year lease.

•

The Company has received favourable feedback on the appetite for Preference Shares with CPI linked dividends which could
fund subsequent property transactions

8

Housing Associations
The rental income in the proposed transaction is paid by UK Housing Associations

•

The National Housing Federation stated that ”altogether, housing associations provide about two million homes for five
million people across England“
http://www.housing.org.uk/about-us/about-our-members/about-housing-associations/

•

Housing Associations make housing affordable to people with lower-incomes, and provide supported accommodations
with specialist projects for people with mental health or learning disabilities, the formerly homeless, young people, and
women fleeing domestic violence.

•

Demand for social housing exceeds supply. Not developing the sub-market rental housing could leave a gap of at least
70,000 potential new households each year who are not able to access the housing market (source: Savills, The future of
sub-market housing, Research, Autumn 2015)

•

Housing Associations have strong credit ratings from S&P, Moody’s and Fitch, due to:
– strong predictability of cash flows through direct or indirect capital grants,
– strong regulatory oversight, and
– The likelihood of extraordinary support of government in periods of financial distress. For example, the Housing
Community Agency provided £ 2.8bn of grants to support housing association during the recession in 2009. Inside
Housing, How the HCA spent £ 2.8bn in four months
http://www.insidehousing.co.uk/how-the-hca-spent-28bn-in-four-months/6504708.article
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Dukemount Capital: Key People
Geoffrey G Dart
Chairman

Peter
Redmond
Director

Timothy Le Druillenec
Director

Geoffrey Dart is a Merchant Banker with extensive experience in mergers and acquisitions, and the
listing of a number of Plc's. Geoffrey's experience extends to the acquiring and funding of properties
using long dated CPI linked income (approximately 30 years) as a method of raising funding through
institutions. As a director of Harrell Hospitality (HHG) he has over 25 years experience in the Hotel
industry. HHG is a hotel development and management company based in Dallas Texas. At present
HHG owns, develops and manage a range of branded hotels, which include Courtyard by Marriott,
Hampton Inn by Hilton, Westin as well as a full-service Marriott. Also, he has served as
chairman/director on a number of public companies, including Silver Falcon Plc

Peter Redmond is a corporate financier with some 30 years’ experience in corporate finance and
venture capital. He has acted on and assisted a wide range of companies to attain a listing over
many years, on the Unlisted Securities Market, the Full List and AIM, whether by IPO or in many
cases via reversals, across a wide range of sectors, ranging from technology through financial
services to natural resources and, in recent years has done so as a director of the companies
concerned. He has been active over many years in corporate rescues and reconstructions on AIM
and in reverse transactions into a range of investing companies. He was a founder director of
Cleeve Capital plc (now Satellite Solutions plc) and Mithril Capital plc, both of which were
admitted to the Standard List of the London Stock Exchange, and took a leading role in the
reconstruction and refinancing of of AIM-quoted Kennedy Investments and 3Legs Resources plc.
He is a founder director of Silver Falcon Plc which was admitted to the Standard List of the London
Stock Exchange in November 2015.
Tim, is a Fellow of the Chartered Institute of Management Accountants and provides consultancy
and accounting services to a number of public and private companies including Silver Falcon Plc
listed on the Main Market and during 2013, the AIM listed Leed Resources Plc, Kennedy Ventures
Plc and Pires Investments Plc.
From 2005 to 2012, he was CEO of Richards Walford & Company Ltd, a fine wine importer. Prior
to that from 1995 to 2004, he was the group finance director and company secretary of Pacific
Media Plc, Main Market Company and acted in the same capacity at Bella Media Plc an AIM listed
company.
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Dukemount Capital: Advisers
Philip Gilbert
Corporate Finance
Advisor

Paul Newman
Property Advisor

Philip currently runs a fixed income desk for a boutique investment bank. The desk structures listed debt, preference shares, and
private placements. In the last 12 months, the desk has advised on transaction for companies in the IT sector, property
development, non-performing loans, consumer finance, and the music business.
Previously Philip was at BGC Brokers where the desk worked on 8 major private placements in 2014 raising more than $1bn. This
included refinancing of shopping malls in Eastern Europe, transatlantic cable, and divestitures of assets including pharmacies in
Italy.
Prior to working in fixed income Philip was involved in equity and credit derivatives latterly with HSBC Global Markets (the banks
investment banking arm), where he was responsible for UK retail structured products. The desk created and traded more than $
2bn per annum, generating annual revenues between $25 and $30m. Before HSBC Philip ran Bespoke Asset Management, the
firm had circa £500m AUM, and had joint ventures; with Dresdner Kleinwort Wasserstein / Kleinwort Benson Private Bank, and
Societé Generalé / Lyxor.
Paul has been in the property industry for over 25 years, His knowledge and strong contact base has allowed him a successful
career in Agency where he was Associate Director at Christie & Co, Director at Chesterton plc and also a Director at Savills plc.
Between 2002-2005, Paul was Property Director for a small Family Office and was responsible for acquiring, building and selling
all aspects of their property business, notable goals included 360 bedroom dual branded Novotel and Ibis in Reading, 240
bedroom Jury’s Inn in Plymouth, 160 bedroom Jury’s Inn in Exeter and a mixed use 200 bed hotel and B1 office project in
Brighton.
Since 2005, Paul has run his own business and has completed an hotel project in Exeter, now a 102 bed Premier Inn, run a small
country house hotel in Devon, carried out residential projects in London including a 4,000 sq ft new build in 2014. He was also
responsible for establishing the Metro Inns budget hotel chain in the UK between 2007-2010. He has also represented a number
of high net worth clients in the sale and acquisition of Hotels including the former Park Inn Lancaster Gate Hotel, now the
Lancaster Gate Hyde Park Hotel and also B&B Belgravia.
Paul currently advises Small Luxury Hotels of the World on property matters and negotiated the Management Contract for them
at Raithwaite Hall, voted Yorkshire Hotel of the Year 2014.

DWPF
David Wylde

DWPF has completed 120 transactions raising in excess of 5 billion of long-term funding [30-50] years. They are an established
financial advisory firm supported by a leading modelling team. Clients include FTSE listed companies, private developers,
investment funds and other financial investors

Charles Russell
Speechlys

The Legal Adviser to Dukemount Capital with 167 partners and 500 lawyers. The team representing the business will be headed
by Chris Putt, an experienced corporate finance lawyer working on domestic and international deals.

PKF Littlejohn

A global accountancy firms consisting of over 400 offices, operating in 150 countries across five regions. Their team is led by
Deputy Managing partner Dominic Roberts, a member of the corporate finance and taxation faculties of the ICAEW and is a
Chartered Tax Adviser.
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