Fiera Real Estate Long Income Fund (UK) Limited Partnership
Proposed Suspension of Unit Subscriptions & Realisations
Investor FAQ’s

Why is the General Partner recommending the Fund suspends unit dealing?
•

Due to prevailing market conditions, resulting from the global pandemic of Covid-19, the standing Fund
valuer CBRE (along with other valuers in the market) has adopted a “Material Value Uncertainty” clause at
the 31st March quarterly valuation. This is defined by the RICS Red Book Global as follows:
The outbreak of the Novel Coronavirus (COVID-19), declared by the World Health Organisation as a
“Global Pandemic” on the 11th March 2020, has impacted global financial markets. Travel restrictions
have been implemented by many countries.
Market activity is being impacted in many sectors. As at the valuation date, we consider that we can
attach less weight to previous market evidence for comparison purposes, to inform opinions of value.
Indeed, the current response to COVID-19 means that we are faced with an unprecedented set of
circumstances on which to base a judgement.
Our valuations are therefore reported on the basis of ‘material valuation uncertainty’ as per VPS 3
and VPGA 10 of the RICS Red Book Global. Consequently, less certainty – and a higher degree of
caution – should be attached to our valuation than would normally be the case. Given the unknown
future impact that COVID-19 might have on the real estate market, we recommend that you keep
the valuations under frequent review.

•

The suspension of unit trading is in line with best market practice, including guidance from AREF. A number
of other significant open ended UK commercial real estate managers have also suspended unit dealing until
further notice.

What does suspension mean?
•

Any investor subscriptions for new units will be refused by the Manager until the suspension is lifted. Any
realisation notice served by investors will be deferred, whilst the suspension of redemptions continues. This
will initially be for six months and may be longer with further approval either initially from the Investment
Committee (additional six months) or ultimately via a Special Resolution (additional twelve months on top
of that).
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Why would it be unfair to investors if the Fund stayed open?
•

At the current time the valuers have stated that they cannot accurately value the assets of the Fund. Whilst
this dynamic persists, there is a risk that the Net Asset Value (NAV) of the Fund, which is largely determined
by individual property valuations of the assets, might not accurately reflect current underlying true market
values. Such an occurrence only happens during times of extreme market volatility. This makes trading in
units (whether subscriptions or realisations) exceedingly challenging, as it is difficult to determine the actual
value of an investor’s interest in the Fund.
If investors were to redeem units during this period of uncertainty, asset sales may be required to generate
proceeds in order to meet realisations at a time when the value of the assets cannot be accurately
determined. This could lead to potential fire selling at an undervalue thereby having an adverse affect on
remaining investors. Conversely, exiting investors may have their interests valued significantly below their
true value, resulting in them receiving less for their units than they would in a period of market stability.
Given the Manager’s duty to treat all investors fairly, this puts the Manager in an invidious position. It
follows that if values cannot be accurately determined for the purposes of calculating unit realisations then
the same principle must apply to unit subscriptions.

What happens if an investor has served a realisation notice prior to Fund suspension?
•

To date no qualifying realisation notices have been served on the Manager during the quarter prior to the
March quarter date deadline. In the event that the Manager were to receive a realisation notice, either before
or after the March quarter date deadline, the General Partner would invoke the suspension provisions set out
in the Partnership Agreement. As such the realisation notice would be deferred until six months after the
normal time period for unit realisations i.e. six months (normal realisation period) plus a further six months
(period of suspension).

What happens if an investor wishes to realise units during the period of suspension?
•

Investors may continue serving realisation notices and these must be in accordance with the terms of the
Limited Partnership Agreement and, if applicable, the Trust Instrument. However, investors are advised that
should they elect to do so, then the General Partner will invoke the suspension provisions set out in the
relevant constitutional documents until such time as the General Partner considers that suspension is no
longer in the best interests of the Fund (see below).

How long is it proposed to suspend the Fund?
•

Until removal of the Material Value Uncertainty clause by the valuer. We will write to advise you when this
occurs. As the portfolio is re-valued each quarter, the next opportunity to review this will be at the Q2
valuation on 30th June. If the clause is removed prior to then and the General Partner considers that it is in
the best interests of the Fund to do so, unit dealing will resume; if not the suspension will continue.
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What happens if an investor has served a realisation notice and the suspension is lifted?
•

If an investor serves a realisation notice it will be informed that the redemption of units included in the
realisation notice is being suspended. Once the suspension is lifted, the realisation notice will be dealt within
the normal manner subject to agreement with the General Partner and the realisation notice will be
processed in accordance with the provisions of the Fund’s constitutional documents. Investors should be
aware that the realisation limits set out in the constitutional documents will continue to apply.

Will the suspension affect my income payments?
•

Quarterly investor distributions will be paid as normal in the usual way. A large majority of tenant
businesses will be impacted significantly to the extent that they are no longer able to trade from the
premises leased from the Fund. This is particularly the case in the leisure, hospitality and retail related
sectors. As a consequence there may be a short term impact on income receipts into the Fund which could
in turn reduce distributions for a period.

Will Fiera continue to issue quarterly NAV statements whilst the Fund is suspended?
•

Yes, this will continue as before.

Will stock transfers be permitted?
•

Yes, this process will continue as required. The Manager will oversee secondary unit trades whereby a willing
buyer and a willing seller seek a matched trade on an existing unit holding. As this does not involve either the
issuance of new units or the realisation of existing units it is down to negotiation between the parties and
does not act to destabilise the unit holder base or require any asset selling in order to fulfill the transaction.

Is it intended to sell any properties during the suspension period?
•

The suspension is being enacted to ensure that asset sales are not required in the event of realisation notices
served by investors during the period. The Fund currently holds adequate free cash to be managed effectively
on a day to day basis and to provide a liquidity buffer. Several smaller asset sales have been identified for the
remainder of 2020 although these have been put on hold pending market stabilisation post Covid-19
pandemic. The Fund remains stable and well managed during this challenging period of the market and is well
placed to benefit once the market returns to normality.
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Is the Fund at risk form any of its creditors during the current uncertain period?
•

The Fund has a strong and stable asset base with no third party finance or debt. As such, there is no risk of
destabilisation from any third party creditors.

Should you have any questions in connection to this or any other matter relating to the fund,
please contact:

Fiera Real Estate UK Limited

Rupert Sheldon
Head of Core REIM, UK

Queensberry House
3 Old Burlington Street
London, W1S 3AE

T: 020 7409 5500
E: rupert.sheldon@fierarealestate.com

020 7409 5500
fierarealestate.co.uk
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