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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The Directors present their report and the financial statements for the year ended 31 December 2022.
Principal activity

The principal activity of Primary Medical Property Investments Limited (the "Company”) during the year
continued to be that of property investment.

Business review

The Annual Report for the period ended 31 December 2022 of the Company’s ultimate parent undertaking,
Primary Health Properties PLC ("PHP"), contains a fair review of its business and that of its subsidiaries (the
“Group”) and an indication of future developments, as required by section 417 of the Companies Act 2006 (the
"Act"). It is incorporated into this report by reference.

The Directors consider the key performance indicator to be rental income on the Company's investment
property.

For the year to 31 December 2022 rental income was £6,574,155 (2021 - £6,380,421) which represents an
increase of 3.0%

Results and dividends
The profit for the year, after taxation, amounted to £2,358,199 (2021 - £9,144,029).

The profit for the year is to be transferred to reserves. A dividend of £5,676,086 was declared and paid in the
year (2021 - £5,663,938). There has been no dividend declared or paid after the year-end.

Future developments

No significant business developments are anticipated in the foreseeable future.

Post balance sheet events

There have been no significant events affecting the Company since the year end.

Going concern

The Directors have assessed the going concern position, focusing specifically on operations and cash flows of
the Group and have a reasonable expectation the Company, together with the support of its ultimate parent, has
adequate resources to continue in operational existence for a period of at least 12 months from the date of
these financial statements are authorised to be issued. Accordingly they continue to adopt the going concern
basis on preparing the financial statements.

Principal risks and uncertainties

Directors have identified no specific risks affecting this entity. The Group wide principal risks and uncertainties
and financial risk management objectives and policies are set out in the Annual Report of PHP pages 56 - 62,
the ultimate parent undertaking, which does not form part of this report.

Directors

The Directors who served during the year were:

H A Hyman

R Howell

P S K Wright (resigned 24 April 2023)
D L J Bateman (appointed 31 March 2022)
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Directors' and Officers’ Liability insurance

PHP has procured Directors’ and Officers’ Liability Insurance for the benefit of its directors and directors of all of
its subsidiaries. Such insurance was available throughout the year and remains in force at the date of this
report. The cost of Directors’ and Officers’ Liability Insurance is met by another Group company.

Directors’ responsibilities statement

The Directors are responsible for preparing the Directors' Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial
Reporting Standard 101 ‘Reduced Disclosure Framework’. Under company law the Directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the Directors are required to:

) select suitable accounting policies and then apply them consistently,
. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any material

departures disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and otherirregularities.

Auditors
Under section 487(2) of the Companies Act 2006, Deloitte LLP will be deemed to have been reappointed as

auditors 28 days after these financial statements were sent to members or 28 days after the latest date
prescribed for filing the accounts with the registrar, whichever is earlier.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Disclosure of information to auditors

Each of the persons who are Directors at the time when this Directors' Report is approved has confirmed that:

. so far as the Director is aware, there is no relevant audit information of which the Company's auditors are
unaware, and
. the Director has taken all the steps that ought to have been taken as a Director in order to be aware of

any relevant audit information and to establish that the Company's auditors are aware of that information.

This information is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006.

The Company's financial statements have been prepared in accordance with the provisions applicable to
entities subject to the small companies regime and have taken the exemptions available under sections 414B
and 415A of the Companies Act 2006.

This report was approved by the board on 30 June 2023 and signed on its behalf.

Y,

R Howell
Director
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PRIMARY MEDICAL PROPERTY
INVESTMENTS LIMITED

Report on the audit of the financial statements

Opinion

In our opinion the financial statements of Primary Medical Property Investments Limited (the "Company"):

. give a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its profit for
the year then ended,;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and

° have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
o the income statement;

the balance sheet;

the statement of changes in equity;

the statement of accounting policies; and

the related notes 1 to 17.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework”
(United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’'s (the ‘FRC's’) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We confirm that
we have not provided any non-audit services prohibited by the FRC's Ethical Standard to the group or the
company. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate. ‘

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for
issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PRIMARY MEDICAL PROPERTY
INVESTMENTS LIMITED (CONTINUED)

Other information
The other information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon. The directors are responsible for the other information contained
within the annual report. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements, or our knowledge obtained in the course of the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud is detailed below.

We considered the nature of the company's industry and its control environment, and reviewed the company’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We
also enquired of management and the directors about their own identification and assessment of the risks of
irregularities, including those that are specific to the company’s business sector.

We obtained an understanding of the legal and regulatory framework[s] that the company operates in, and

identified the key laws and regulations that:

e had a direct effect on the determination of material amounts and disclosures in the financial statements.
These included UK Companies Act and relevant tax legislation; and

e do not have a direct effect on the financial statements but compliance with which may be fundamental to the
company's ability to operate or to avoid a material penalty.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PRIMARY MEDICAL PROPERTY
INVESTMENTS LIMITED (CONTINUED)

We discussed among the audit engagement team including relevant internal specialists such as real estate
specialists regarding the opportunities and incentives that may exist within the organisation for fraud and how
and where fraud might occur in the financial statements.

As a result of performing the above, we identified the estimation of property yields and estimated rental values
applied in the valuation of investment property as potential fraud. The inherent subjectivity in relation to
estimation of yields and rental values, coupled with the fact that only a small percentage difference in individual
property valuations, when aggregated, could result in a material misstatement warrants specific audit focus in
this area. '

We carried out the following audit procedures in response to the identified fraud risk:

Understanding the market and relevant controls:
We obtained an understanding of relevant controls related to the management's processes together
with their oversight and review of the work performed by the external valuers.

We obtained an understanding of the market, based on meetings with management, transactional evidence,
publicly available research and with the support of our internal real estate specialists, and formed a view on
expected movements in the key assumptions.

Assessing the valuers’ expertise and objectivity:

We assessed the competence, capabilities and objectivity of the external valuers and read their terms of
engagement with the group to determine whether there were any matters that might have affected their
objectivity or may have imposed scope limitations on their work.

Assumptions and estimates used by the valuers:

We reviewed the external valuation reports for all properties and evaluated whether the valuation approach is in
accordance with RICS guidelines and therefore suitable for use in determining the carrying value in the group
balance sheet. We challenged the external valuers of the portfolio with the assistance of our internal real estate
specialists.

We discussed and challenged the valuation process, the market overview and the significant assumptions and
critical judgements over yields and estimated rental values in the context of publicly available information,
including average yields quoted by competitors and comparable property transactions. Where assumptions and
critical judgements relate to ERVs, we corroborated the valuers’ explanations to the lease agreements or rent
reviews agreed in the year.

In challenging the estimated rental values, the following procedures were undertaken:

e we tested the accuracy of any rent reviews completed in 2022 to determine an expectation for unsettled rent
reviews,

» we tested the accuracy of management'’s forecasting as regards the outcome of rent reviews with reference
to these completed rent reviews; and

e we compared management's forecast of rent reviews to the estimated rental values adopted by the valuers.

We tested the integrity of the data provided to external valuers. This included tracing a sample of information

provided to the external valuers to underlying lease agreements.

We also selected a sample of properties, where the yields applied in the valuation were outside our
expectations, and challenged the explanations provided with reference to transactional evidence or other
relevant information. We involved our internal real estate specialists to obtain an overall understanding of the
primary healthcare property markets in the UK and Ireland and to support with our challenge of the work of the
group’s external valuers.

Disclosures:
We assessed the appropriateness of the disclosures included in the Financial Statements and considered
whether the disclosures in relation to the key estimates are reasonable.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to
the risk of management override. In addressing the risk of fraud through management override of controls, we
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PRIMARY MEDICAL PROPERTY
INVESTMENTS LIMITED (CONTINUED)

tested the appropriateness of journal entries and other adjustments; assessed whether the judgements made in
making accounting estimates are indicative of a potential bias; and evaluated the business rationale of any
significant transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to risks identified included the following:

e reviewing the financial statement disclosures and testing to supporting documentation to assess compliance
with provisions of relevant laws and regulations described as having a direct effect on the financial
statements;

o performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks
of material misstatement due to fraud,;

e enquiring of management concerning actual and potential litigation and claims and instances of
noncompliance with laws and regulations; and

¢ reading minutes of meetings of those charged with governance.

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
. the directors’ report has been prepared in accordance with applicable Iegal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by taw are not made; or

we have not received all the information and explanations we require for our audit; or

the directors were not entitled to take advantage of the small companies’ exemptions in preparing the
directors' report and from the requirement to prepare a strategic report.

We have nothing to report in respect of these matters.

Use of our report

This report is made solely to the company’'s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

ﬂ-dubmixq,

Sara Turbidy FCA (Senior statutory auditor)

for and on behalf of

Deloitte LLP

1 New Street Square
London

United Kingdom
EC4A 3HQ

30 June 2023
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2022
2022 2021

Note £ £
Rental income 3 6,574,155 6,380,421
Direct property expenses (1,032,120) (712,924)
Net rental income 5,542,035 5,667,497
Administrative expenses (7,999) 26,493
Net result on property portfolio 10 (3,191,062) 3,442,588
Operating profit 2,342,974 9,136,578
Finance income 7 15,318 7,481
Finance costs ‘ 8 : (93) (30)
Profit before tax 2,358,199 9,144,029
Taxation 9 - -
Profit for the financial year 2,358,199 9,144,029

There were no recognised gains and losses for 2022 or 2021 other than those included in the income statement
and hence a statement of total comprehensive income has not been prepared.

The notes on pages 12 to 23 form part of these financial statements.

All of the activities of the Company are continuing.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED
REGISTERED NUMBER: 00572618

BALANCE SHEET
AS AT 31 DECEMBER 2022
2022 2021
Note £ £
Non-current assets
Investment property 10 103,659,418 105,123,759

103,659,418 105,123,759
Current assets

Trade and other receivables 1 1,071,206 971,650
Cash at bank and in hand _ 1,111,288 791,820

2,182,494 1,763,470
Current liabilities

Trade and other payables ' 12 (96,283,250) (94,010,680)
Net current liabilities (94,100,756) (92,247,210)
Total assets less current liabilities 9,558,662 12,876,549
Net assets | 9,558,662 12,876,549
Equity

Share capital 13 966,950 966,950
Retained earnings - 14 8,591,712 11,909,599
Total equity attributable to the owners of the Company 9,658,662 12,876,549

The financial statements were approved and authorised for issue by the board and were signed on its behalf on
30 June 2023.

R Howell
Director

The notes on pages 12 to 23 form part of these financial statements.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

At 1 January 2021

Profit for the year

Total comprehensive income for the year
Dividends: Equity capital

At 1 January 2022

Profit for the year

Total comprehensive income for the year
Dividends: Equity capital

At 31 December 2022

Share Retained

capital earnings Total equity
£ £ £
966,950 8,429,508 9,396,458
- 9,144,029 9,144,029

- 9,144,029 9,144,029

- (5,663,938) (5,663,938)
966,950 11,909,599 12,876,549
- 2,358,199 2,358,199

- 2,358,199 2,358,199 -

- (5,676,086) (5,676,086)
966,950 8,591,712 9,558,662

The notes on pages 12 to 23 form part of these financial statements.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

The Company is a private company limited by shares incorporated in the United Kingdom and registered
in England and Wales in accordance with the Companies Act 2006. These financial statements are
presented in Sterling because that is the currency of the primary economic environment in which the
Company operates. :

The nature of the Company's operations and its principal activities are set out in the Directors’ Report on
pages 2 to 4. The Company’s registered office is detailed on page 1.

The following accounting policies have been applied consistently in the current period unless otherwise
stated.

1. Accounting policies

11

1.2

13

Page 12

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 101
'Reduced Disclosure Framework' and the Companies Act 2006. .
The preparation of financial statements in compliance with FRS 101 requires the use of certain
critical accounting estimates. It also requires management to exercise judgement in applying the
Company's accounting policies (see note 2).

Financial Reporting Standard 101 - reduced disclosure exemptions

The Company has taken advantage of the following disclosure exemptions under FRS 101:

. the requirements of IFRS 7 Financial Instruments: Disclosures
3 the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement
. the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present

comparative information in respect of:
- paragraphs 76 and 79(d) of IAS 40 Investment Property, and

o the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D,
111 and 134-136 of IAS 1 Presentation of Financial Statements

o the requireménts of IAS 7 Statement of Cash Flows

. the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

. the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures

. the requirements of paragraphs 130(f)(ii), 130(f)(iii), 134(d)-134(f) and 135(c)-135(e) of IAS
36 Impairment of Assets.

Going concern

The Directors have assessed the going concern position, focusing specifically on operations and
cash flows of the Group and have a reasonable expectation the Company, together with the support
of its ultimate parent, has adequate resources to continue in operational existence for a period of at
least 12 months from the date of these financial statements are authorised to be issued. Accordingly
they continue to adopt the going concern basis on preparing the financial statements.



PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Accounting policies (continued)

14

1.5

1.6
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Investment properties and investment properties under construction

The Company'’s investment properties are held for long term investment. Investment properties and
those under construction are initially measured at cost, including transaction costs. Subsequent to
initial recognition, investment properties and investment properties under construction are stated at
fair value based on market data and a professional valuation made as of each reporting date. The
fair value of investment property does not reflect future capital expenditure that will improve or
enhance the property and does not reflect future benefits from this future expenditure.

Gains or losses arising from changes in the fair value of investment properties and investment
properties under construction are included in the income statement in the year in which they arise.

Investment properties are recognised for accounting purposes upon completion of contract, which is
when control of the asset passes to the Company. Investment properties cease to be recognised
when control of the property passes to the purchaser, which is upon completion of the sales
contract. Any gains and losses arising are recognised in the income statement in the year of
disposal.

All costs associated with the purchase and construction of investment properties under construction
are capitalised including attributable interest and staff costs. Interest is calculated on the expenditure
by reference to the average rate of interest on the Company's borrowings. When properties under
construction are completed the capitalisation of costs ceases and they are reclassified as
investment properties.

The Company may enter into a forward funding agreement with third party developers in respect of
certain properties under development. In accordance with these agreements, the Company will
make monthly stage payments to the developer based on certified works on site at that time. Interest
is charged to the developer on all stage payments made during the construction period and on the
cost of the land acquired by the Company at the outset of the development and taken to the Income
Statement in the year in which it accrues.

Properties held for sale

Investment property {(and disposal groups) classified as held for sale are measured at fair value
consistent with other investment.

Investment property and disposal groups are classified as held for sale if their carrying amount will
be recovered through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable, and the asset (or disposal group) is available
for immediate sale in its present condition. Management must be committed to the sale which
should be expected to qualify for recognition as a completed sale within one year from the date of
classification.

Capitalised costs

A capitalised cost is an expense added to the cost basis of a fixed asset on the balance sheet.
Capitalised costs are incurred when purchasing fixed assets following matching principle of
accounting to record expenses in the same period as related revenues or useful life of an asset. The
historical costs are recorded on the balance sheet and depreciated over the useful life of an asset.



PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Accounting policies (continued)

1.7

1.8
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Dividends

Equity dividends are recognised when they become legally payable or receivable. interim equity
dividends are recognised when paid or received. Final equity dividends are recognised when
approved by the shareholders at an annual general meeting. Dividends on shares recognised as
liabilities are recognised as expenses and classified within interest payable.

Dividends on preference shares recognised as liabilities are recognised as expenses and classified
within interest payable.

Financial instruments under IFRS9

Trade receivables

Trade receivables are recognised and carried at amortised cost as the Company’s business model
is to collect the contractual cash flows due from tenants. Provision is made based on the expected
credit loss model which reflects on the Company's historical credit loss experience over the past
three years but also reflects the lifetime expected credit loss.

Cash and cash equivalents
Cash and cash equivalents are defined as cash and short term deposits, including any bank -
overdrafts, with an original maturity of three months or less, measured at amortised cost.

Trade and other payables
Trade payables are recognised and carried ‘at their invoiced value inclusive of any VAT that may be
applicable.

Bank loans and borrowings

All loans and borrowings are initially measured at fair value less directly attributable transaction
costs. After initial recognition, all interest-bearing loans and borrowings are subsequently measured
at amortised cost, using the effective interest method. The interest due within the next twelve
months is accrued at the end of the year and presented as a current liability within trade and other
payables.

Borrowing costs

Borrowing costs that are separately identifiable and directly attributable to the acquisition or
construction of an asset that necessarily takes a substantial period of time to get ready for its
intended use or sale are capitalised as part of the cost of the respective assets. All other borrowing
costs are expensed in the period in which they occur. Borrowing costs consist of interest and other
costs the Company incurs in connection with the borrowing of funds.



PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Accounting policies (continued)

1.9 De-recognition of financial assets and liabilities

Page 15

Financial assets
A financial asset (or where applicable a part of a financial asset or part of a group of similar financial
assets) is de-recognised where:

. the rights to receive cash flows from the asset have expired;

. the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement;

. the Company has transferred its right to receive cash flows from the asset and either (a) has

transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset; or

. when the cash flows are significantly modified.

Where the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognised to the extent of the Company’s continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Company could be required to repay.

Financial liabilities
A financial liability is de-recognised when the obligation under the liability is discharged or cancelled
or expires. ‘

Where an existing financial liability is replaced by another from the same lender on substantially

different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a de-recognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts is recognised in profit and loss.

When the exchange or modification of an existing financial liability is not accounted for as an
extinguishment, any costs or fees incurred adjust the liability's carrying amount and are amortised
over the modified liability's remaining term and any difference in the carrying amount after
modification is recognised as a modification gain or loss. ’



PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Accounting policies (continued)

1.10 Fair value measurements

The Company measures certain non-financial assets such as derivatives, and non-financial assets
such as investment property, at fair value at the end of each reporting period. Also, fair values of
financial instruments measured at amortised cost are disclosed in the financial statements.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

. in the principal market for the asset or liability; or
° in the absence of a principal market, in the most advantageous market for the asset or
liability. '

The Company must be able to access the principal or the most advantageous market at the
measurement date.

The fair value of an asset or liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Company uses valuation techniques at three levels that are appropriate in the circumstances
and for which sufficient data is available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs significant to the fair value
measurement as a whole: -

Level 1 Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
Level 2 Valuation techniques for which the lowest level input that is significant to the

fair value measurement is directly or indirectly observable.
Level 3 Valuation techniques for which the lowest input that is significant to the fair

value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by
reassessing categorisation at the end of each reporting period.

1.11 Net rental income
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Rental income arising from operating leases on investment properties is accounted for on a straight
line basis over the lease term. An adjustment to rental income is recognised from the rent review
date of each lease in relation to unsettled rent reviews. Such adjustments are accrued at 100%
(2021 - 100%) of the additional rental income that is expected to result from the review. For leases
which contain fixed or minimum deemed uplifts, the rental income is recognised on a straight line
basis over the lease term. Incentives for lessees to enter into lease agreements are spread evenly
over the lease terms, even if the payments are not made on such a basis. Rental income is
measured at the fair value of the consideration receivable, excluding discounts, rebates, VAT and
other sales taxes or duty.

Net rental income is the rental income receivable in the period after payment of direct property costs.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Accounting policies (continued)

1.12 Leases — Company as a lessor

The vast majority of the Company’s properties are leased out under operating leases and are
included within investment properties. Rental income, including the effect of lease incentives, is
recognised on a straight line basis over the lease term.

Where the Company transfers substantially all the risks and benefits of ownership of the asset, the
arrangement is classified as a finance lease and a receivable is recognised for the initial direct costs
of the lease and the present value of the minimum lease payments. Finance income is recognised in
the income statement so as to achieve a constant rate of return on the remaining et investment in
the lease. Interest income on finance leases is restricted to the amount of interest ctually received.

1.13 Finance income

Interest income is recognised in the income statement using the effective interest method.

1.14 Finance costs

Finance costs are charged to income statement over the term of the debt using the effective interest
method so that the amount charged is at a constant rate on the carrying amount. Issue costs are
initially recognised as a reduction in the proceeds of the associated capital instrument.

1.15 Taxation

The Company is a member of a UK Group REIT. Taxation on the profit or loss for the period not
exempt under UK-REIT regulations comprises current and deferred tax. Taxation is recognised in
the income statement except to the extent that it relates to items recognised as direct movements in
equity, in which case it is also recognised as a direct movement in equity.

Current tax is the expected tax payable on any non-REIT taxable income for the period, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable
in respect of previous periods.

1.16 Impact of new international reporting standards, amendments and interpretations
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There are no amendments to accounting standards, or IFRIC interpretations that are effective for the
year ended 31 December 2022 that have a material impact on the Company's financial statements.



PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2.

Judgements in applying accounting policies and key sources of estimation uncertainty

The preparation of financial statements requires management to make a number of estimates and
judgements that affect the reported amounts of assets and liabilities and may differ from future actual
results. The estimates and judgements that are considered most critical and that have a significant
inherent risk of causing a material adjustment to the carrying amounts of assets and liabilities are:

a) Estimates

Fair value of investment properties

Investment properties include: (i) completed investment properties; and (ii) investment properties under
construction. Completed investment properties comprise real estate held by the Company or leased by
the Company under a finance lease in order to earn rental income or for capital appreciation, or both.

The fair market value of a property is deemed by the independent property valuer appointed by the Group
to be the estimated amount for which a property should exchange, on the date of valuation, in an arm's
length transaction. Properties have been valued on an individual basis, assuming that they will be sold
individually over time. Allowances are made to reflect the purchaser's costs of professional fees and
stamp duty and tax.

In accordance with RICS Appraisal and Valuation Standards, factors taken into account are current
market conditions, annual rentals, state of repair, ground stability, contamination issues and fire and
health and safety legislation.

In determining the fair value of investment properties under construction the valuer is required to consider
the significant risks which are relevant to the development process including, but not limited to,
construction and letting risks. The valuer takes into account any pre-lets and whether construction risk
remains with the respective developer or contractor.

b) Judgements

Property acquisitions during the year

The Directors have reviewed the acquisitions during the year on an individual basis in accordance with
the requirements of IFRS 3(R). Where corporate entities were acquired through special purpose vehicles
for holding properties rather than separate business entities, these were accounted for as asset
acquisitions. Where business processes inherent in the entities were acquired, these were accounted for
as a business combination.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

3.

Rental income

Rental income comprises gross rental income and associated revenue from investment properties in the
UK. Rental income is derived from one business segment. Rental income is normally recognised as
invoiced on a receivable basis, adjusted for certain rents invoiced in advance, the effect of lease
incentives such as rent free periods and accrued income receivable following rent reviews.

Company as a lessor
The future minimum lease payments under non-cancellable operating leases receivable by the Company

are as follows:

Less than Onetofive More than

one year years five years Total

£ £ £ £

2022 4 6,166,038 17,486,447 24,217,996 47,870,481
2021 6,001,422 19,156,654 _26697.628 51,855,704

The rental income earned on operating leases is recognised on a straight line basis over the lease term.

The Company leases medical centres to GPs, NHS organisations and other healthcare users, typically on
long term occupational leases which provide for regular reviews of rent on an effectively upward-only

basis.

Auditors’ remuneration

Auditors' remuneration for audit services for the current year have been borne by PHP, the ultimate
parent undertaking. The following amount is applicable to the audit of the Company:

2022 | 2021

£ £
Auditors' remuneration - audit 3,054 2,677

Employees

The Company has no employees other than the Directors, who did not receive any remuneration (2021 -
£nil).

Directors’' remuneration

The Directors of the Company have received no remuneration for their services to this Company during
the year (2021 - £nil).
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

[ AR

7. Finance income
2022 2021
£ £
Bank interest receivable ‘ 15,318 7,481
15,318 7,481
8. Finance costs
2022 2021
£ £
Bank charges 93 30
93 30
9. Taxation
2022 2021
£ £

UK Corporation tax -

Total current tax -

Factors affecting tax charge for the year

UK of 19% (2021 - 19%). The differences are explained below:

The tax:assessed for the year is lower than (2021 - lower than) the standard rate of corporation tax in the

2022 2021
£ £
Profit on ordinary activities before tax 2,358,199 9,144,029
Profit on ordinary activities muitiplied by standard rate of corporation tax in
the UK of 19% (2021 - 19%) 448,058 1,737,366
Effects of:
REIT exempt income (445,147) (1,735,945)
Transfer pricing adjustments 3,593 3,244
Loss relief (6,504) (4,665)

Total tax charge for the year -
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

9. Taxation (continued)

Factors that may affect future tax charges

The March 2021 Budget announced that a rate of 19% would continue to apply with effect from 1 April
2021. These rates have been used to measure deferred tax assets and liabilities where applicable.

The March 2021 Budget announced that the rate will increase to 25% from 1 April 2023 for businesses

with profits greater than £250,000.

10. Investment property

Investment Investment
property property
leasehold freehold Total
£ £ £
Valuation
At 31 December 2020 30,873,759 70,745,000 101,618,759
Additions 9,500 93,032 102,532
Other (40,120) - (40,120)
Revaluations 920,620 2,521,968 3,442,588
At 31 December 2021 31,763,759 73,360,000 105,123,759
Additions 46,107 1,776,918 1,823,025
Other (56,963) - (56,963)
IFRS 16 ground rent adjustments (39,341) - (39,341)
4,144 1 191
Revaluations (2,304, ) (886,9 8) (3,191,062)
At 31 December 2022 29,409,418 74,250,000 103,659,418

The historical cost of the investment property at 31 December 2022 was £94,978,386 (2021 -
£93,251,665).

All investment properties are subject to operating leases.

Investment properties were independently valued at 31 December 2022 by Jones Lang LaSalle or Avison
Young (UK) Limited, acting as external surveyors on the basis of open market value as defined in the
RICS Appraisal and Valuations Manual.

See Note 16 for details of the Group borrowings for which the Company’s property is included as security.
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

11. Trade and other receivables

Trade debtors
Other debtors
Prepayments and accrued income

[

2022 2021

£ £
535,994 452,320
417,635 416,908
117,577 102,422

1,071,206 971,650

Trade debtors are stated after provisions for impairment of £175,000 (2021 - £1,948).

12. Trade and other payables

Trade creditors

Amounts owed to group undertakings
VAT due to HMRC

Other creditors

Accruals and deferred income

2022 2021

£ £

50,974 22,028
93,196,135 91,981,005
268,128 276,848
537,419 533,502

2,230,594 1,197,297

96,283,250 94,010,680

Amounts owed to Group undertakings are unsecured, interest free and repayable on demand.

13. Share capital

Shares classified as equity

Issued, allotted and fully paid
966,950 (2021 - 966,950) Ordinary shares of £1

14. Retained earnings

As at 1 January
Profit for the year
Dividends declared and paid

As at 31 December
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2022 2021
£ £

966,950 966,950

.2022
£

11,909,599
2,358,199
(5,676,086)

8,591,712
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PRIMARY MEDICAL PROPERTY INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

15.

16.

17.

Related party transactions

The Company has taken advantage of the exemption available in FRS 101 not to disclose transactions
with other members of the Group on the basis that 100% of voting rights are controlled within the Group.
The consolidated financial statements in which the Company is included are publicly available (see note
17).

Contingent liabilities

“Out of £103,659,418, £102,434,418 of the Company's properties have provided security for a loan

provided to MXF Properties 1X Limited for balance amounting £255,990,040 for Aviva Commercial
Finance. £1,225,000 of the Company's properies are unsecured.

Ultimate parent undertaking and controlling party

The immediate parent undertaking is MXF Properties VIl Limited. The ultimate parent undertaking and
the controlling party is Primary Health Properties PLC ("PHP”). PHP's registered address is 5th Floor,
Burdett House, 15-16 Buckingham Street, London, United Kingdom, WC2N 6DU.

The parent undertaking of the smallest and largest group of undertakings for which Group financial
statements are drawn up and of which the Company is a member is PHP. Copies of the financial
statements of PHP can be obtained from Companies House or the Company Secretary or downloaded
from www.phpgroup.co.uk.
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