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Overview of Primary Health Properties PLC (“PHP”)

 UK Real Estate Investment Trust (“REIT”)

 Leading investor in flexible, modern primary healthcare accommodation

 273 properties located across the UK; 91% of income from UK government

 Tenants include GPs, NHS & pharmacy operators; 3.2m patients registered at PHP properties

 19 consecutive years of dividend growth

 First investments in Republic of Ireland under offer

 Strong pipeline of acquisition opportunities
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Highlights

Return to full dividend cover

 EPRA earnings per share 4.9p (+19.5%)

 2015 dividend per share 5.0p (+2.6%)

 2015 full year cover 98%

 2015 second half year cover 107%

Supply and demand in UK

 Ageing, inadequate supply of premises

 Current stock limits services expansion

 Government aim of 24/7 access to GPs

 NHS budget increased by extra £10 billion

Opportunity in Ireland

 Drive to increase access to primary care

 Large scale development of new assets

 HSE anchor tenant – 60% to 75% of income

 Attractive rental yield spread over debt

Strong pipeline of opportunities

 NHS starting to approve new development

 Strong relationships with developers

 £39 million of transactions in solicitors hands

 Further £100 million identified and in progress
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Key performance indicators

Performance 2015 2014 Growth

Net rental income (£’m) 62.3 59.3 5.1%

EPRA earnings (£’m) 21.7 18.2 19.2%

EPRA earnings per share (pence) 4.9 4.1 19.5%

Position 2015 2014 Growth

Investment property (£’bn) 1.1 1.0 7.3%

EPRA NAV per share (pence) 87.7 79.7 10.0%

Loan to value 62.7% 64.1% -1.4%

Management 2015 2014 Change

EPRA cost ratio 11.5% 12.0% -50bps

Average cost of debt 4.67% 5.15% -48bps

Growth on rent review 0.9% 1.8% -0.9%
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Efficient management and funding

 External management structure 

demonstrates efficiency

 EPRA cost ratio reduced to 11.5% 

(2014: 12.0%)

 Lowest cost ratio in UK listed 

property sector

 Active management reduces average 

debt costs

 Swap portfolio revised in year to 

lengthen and extend

 Average cost of debt reduced by 

50 basis points to 4.67%
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Dividend cover restored

 19th successive year of dividend growth

 5.0p per share paid in 2015, a 2.6% increase over total paid in 2014 (4.875p1)

 Aggregate 2015 dividend cover increased to 98% (2014: 84%)

 2015 second half dividend covered 107% by second half earnings

 First quarterly dividend to be paid in February 2016: 1.28125p per share2

128%

84% 82%

56% 57%

84%

98%

0%

20%

40%

60%

80%

100%

120%

140%

2009 2010 2011 2012 2013 2014 2015

Historic dividend cover

1) Updated to reflect the Company’s four for one share sub-division undertaken in November 2015

2) Record date 15 January 2016, payment date 26 February 2016
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Continued growth in shareholder returns

 Total property return of 9.7% (IPD All Property Index: 13.8%)

 Property portfolio increased by 7.3%

 Acquisition in the year totalled £44 million

 Underlying like-for-like valuation growth of 3.9%

 Total returns to shareholders show strong growth in 2015

 Total NAV return (balance sheet based): 16.3%

 Total shareholder return (share price based): 23.5%

 FTSE All-Share Index: 1%1

 FTSE All-Share REIT Index: 10.6%1

Return 2015 2014 Growth

Total property return 9.7% 8.9% 0.8%

Total NAV return 16.3% 12.8% 3.5%

Total shareholder return 23.5% 12.0% 11.5%

1) Source: Bloomberg
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Demand for healthcare services increasing

 Ageing population, declining health

 11.4 million currently aged over 65, projected to increase by 10% over next 15 years

 Increasing incidence of chronic disease, projected to affect 2.9 million by 2018

1) Source: ONS
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GP services underpin NHS development

NHS strategy

 NHS England Five Year Forward View 

reaffirms list based primary care as being the 

bedrock of the NHS

 NHS to invest more in primary care

 Greater emphasis on out of hospital care

 Greater integration of health and social 

care

 Launch of Vanguards to develop new models 

of care

 Strategic plans being developed to 

include premises requirements

 Modern fit for purpose properties can 

facilitate service delivery savings

Government commitment

 Government targets 24/7 access to GP 

services by 2020

 More than 1.3 million GP visits per day, 

90% of all NHS patient contact1

 Additional funding of £10bn per annum 

committed; £6 billion in 2016-20172

 Primary care spend to rise 4%-5% per 

annum2

 Primary Care Transformation Fund 

established

 £1.1 billion funding for over four years for 

premises improvement

 CCGs to more closely influence where 

funds applied

1) Source: NHS Analytical Service

2) Spending Review 2015
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Primary Care Property demand drivers

Inadequate, ageing supply

2014 BMA survey of GPs

 70% stated their premises are too small to deliver extra/additional services

 60% stated their premises are too small to provide vital training and education

 52% said that their premises had seen no investment or refurbishment in the last 10 years

Source: Savills/EC Harris

2005 to present, 
20.08%

1995 to 2004
15.24%

1985 to 1994
15.05%

1975 to 1984
15.39%

1965 to 1974
14.45%

1955 to 1964
3.74%

1948 to 1954
0.88%

Pre 1948
15.05%

Age profile of premises in the primary care sector

50% of primary care 

premises are more 

than 30 years old, 

mostly residential 

conversions



| 1515

2015 Annual Results Presentation

1515

2015 Annual Results Presentation

Development commitment

Kimmerfields Health Centre, Swindon

A forward funding agreement for a new health centre to be let to NHS Property Services.

The total proposed floor area extends to 2,458 sqm and the property will be let on a

20 year term on completion. The development is expected to reach Practical Completion

in February 2017.

 Tenants: NHS Property Services

 Date contracted: November 2015

 Expected completion date: February 2017

 NIA: 2,458 m² 

 Cost: £10.4m

 Patient list size: 20,000
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Asset Management Projects

Winchcombe, Gloucestershire – Completion due May 2016

Extension and refurbishment of a purpose built rural medical centre for a 6 GP practice.

The project provides a new 235 sqm extension to improve patient access due to

significant local population growth, whilst maintaining the property as fit for purpose for

the new 21 year lease term. The project is expected to cost a total of around £0.83m and

generate a cash yield of over 6%.
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Asset Management Project

Lenton, Nottinghamshire – Completed November 2015

Extension of a purpose built medical centre on the outskirts of Nottingham City Centre.

The project provided a new, 3 Consulting Room extension for the practice in return for a

new 25 year lease upon practical completion. The project cost a total of £0.23m and

generate an ongoing investment yield on cost of over 7%.



| 1818

2015 Annual Results Presentation

OPPORTUNITY 

IN IRELAND



| 1919

2015 Annual Results Presentation

1919

2015 Annual Results Presentation

Republic of Ireland - overview

 Background

 Population of 4.6 million, projected to rise to 5.2 million by 20311

 Population ageing and increasing incidence of chronic disease2

 Department of Health in Ireland (“DoHI”) to widen access to primary care; free for 

over 70’s and under 6’s

 Government support

 DoHI aim to implement “single-tier health service”, based on primary care

 Health Service Executive, executive agency of DoHI, majority occupier in new centres

 Healthcare budget saw modest increase in 2015, first for seven years

1) Source: Central Statistics Office Ireland

2) Health Service Executive Corporate Plan 2015-2017
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Republic of Ireland - opportunity

 Characteristics

 Large, modern, integrated primary care centres built or being constructed

 HSE typically represent 60% to 75% of income for 20 - 25 year lease terms

 Remaining space let to GPs, pharmacy operators and associated healthcare users

 5 yearly rent reviews linked to CPI

 PHP activity

 Exclusivity secured on first opportunities, documentation being prepared

 Pipeline of further rent producing and development assets identified

 Partnering with local operators to identify opportunities and secure transactions
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Republic of Ireland – risk mitigating

Risk Mitigating factor

Underlying rental covenant HSE, government agency typically 

represents 60% to 75% of rent roll

Leases linked to CPI – upwards/downwards Irish economy currently fastest growth rate 

in Europe (7% y-o-y Q3 2015)

Tax structure outside of REIT Use of tax free ICAV structure; remittance 

to UK not to be taxed in REIT

Investment and cash flows denominated in 

Euro

Asset and liability to be matched where 

possible by use of Euro denominated debt

Availability of finance following financial 

crisis

Appetite to lend is good; discussions 

ongoing with variety of lenders

Pricing of investments to reflect risk Good level of government covenant and 

yields attractive compared to UK; cost of 

funding lower – yield spread greater
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Strong and growing pipeline of opportunities

 UK market

 NHS starting to approve new developments, slowly but to increase

 Well established links to GP owner occupiers leading to opportunities

 Pipeline agreements with developers delivering forward funding transactions

 Republic of Ireland

 Completed due diligence on sector and specifics of purchase and lease structure

 Numerous meetings with owners and developers has revealed a pool of 

transaction potential 

 Partnering with local operators to identify opportunities and secure transactions
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Pipeline advanced and expanding

 Transactions agreed and in solicitors hands

 UK – totalling £28 million

 Republic of Ireland – totalling €14 million

 Transactions under offer and progressing

 UK – totalling £70 million

 Republic of Ireland – totalling €40 million
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Positive outlook

Low risk, long term, non-

cyclical market

 Development opportunities emerging in UK

 New pool of opportunity in Republic of Ireland, priced very attractively

 Majority of rents in both jurisdictions funded by government for long lease terms

Strong, high quality and 

growing cash flows

 Positive yield gap between acquisition yield and funding costs

 Effectively upward-only or indexed rent reviews

 Simple cost structure enhance earnings

Efficient management and 

reducing cost of funds

 EPRA cost ratio reduced in 2015 and will continue to fall as portfolio grows

 Average cost of debt reduced and interest rate markets back to historic lows

 Underlying investment characteristics make PHP attractive to investors

Sector demand factors 

dictate continued 

development of healthcare 

premises

 Healthcare demand increasing due to ageing population

 Unwavering political support in UK and Ireland and promotion of integrated care

 Primary care estate is ageing and in need of replacement

Stable, increasing returns

 Growing shareholder return through dividend increase and capital appreciation

 Excellent dividend track record; quarterly dividend in 2016 (Feb, May, Aug, Nov)

 Strong yield characteristics, low volatility
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Income Statement
2015

£m

2014

£m

Net rental income 62.3 59.3

Administrative expenses (6.8) (6.8)

Operating profit before revaluation gain and financing 55.5 52.5

Net financing costs (33.8) (34.3)

EPRA earnings 21.7 18.2

Net result on property portfolio 39.8 29.2

Early loan repayment fee - (1.2)

Fair value (loss)/gain on interest rate derivatives 1.0 (2.4)

Fair value (loss)/gain on convertible bond (6.5) (4.5)

Non-recurring: convertible bond issue costs - (2.4)

Profit before tax 56.0 36.9

EPRA earnings per share 4.9p 4.1p1

1) Updated to reflect the Company’s four for one share sub-division undertaken in November 2015
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Balance Sheet
31 December 2015 31 December 2014

EPRA Net Assets £391.6m £354.6m

EPRA net asset value per share 87.7p 79.7p1

Property portfolio2 £1,100.6m £1,026.3m

Net Debt £689.8m £658.1m

LTV 62.7% 64.1%

Future minimum lease payments receivable3 £899m £885m

1) Updated to reflect the Company’s four for one share sub-division undertaken in November 2015

2) Book value i.e. net of  development property commitments to be paid (£21.8 m)

3) Completed assets only.  Does not reflect any uplift on review

87.7

(0.8)
(5.0)

4.9

8.9

79.7

78.0

80.0

82.0

84.0

86.0

88.0

90.0

92.0

94.0

96.0

Opening NAV Operating
Profit

Net result on
property
portfolio

Cancellation
of swaps

Dividends
paid

Closing NAV

EPRA NAV (pence)
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Property portfolio

 273 healthcare centres – 267 completed and owned, 6 under development

 Portfolio value (incl. commitments): £1.12bn – net initial yield 5.32%

 Average lot size: £4.1m; average age of buildings – 9 years

 Annual contracted rent roll: £63.7m(1); 99.7% occupancy rate

 Average unexpired lease term – 14.7 years

Capital value
No. of 

assets

Value

(£’m)
% of portfolio

£10m + 17 250.5 22.3%

£5 - £10m 40 269.4 24.0%

£3 - £5m 86 328.5 29.3%

£1 - £3m 127 271.5 24.2%

£0 - £1m 3 2.7 0.2%

Total 273 1,122.6 100.0%

(1) Including development properties
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Portfolio analysis by rent

 267 completed assets spread across the UK

 91% of rental income directly or indirectly from UK Government

London
4% South West

4%

South East
19%

East Anglia
2%

East 
Midlands

7%

West 
Midlands

13%

North West
14%

Yorkshire & 
Humberside

8%

North
7%

Scotland
13%

Wales
9%

GPs 68%

NHS 22%

HM Govt
1%

Pharmacy
8%

Other 1%

Strong rental covenantWide geographical spread
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Long leases with growth potential(1)

 40% of rent with more than 15 years remaining

 153 reviews completed in 2015 generated 

additional rent of £0.4m per annum

 Average increase 0.9% p.a. (2014: 1.8%)

 Effectively upward only rent roll(2)

 6% on fixed uplift (ave. 2.65% p.a.)

 19% index linked (ave. 1.6% p.a.)

 75% reviewed to open market

Drivers of Rental Growth

 Reducing the NHS carbon footprint

 Specification creep

 Building regulations

 Replacement cost

 Building cost 

(1) Data for completed properties only

(2) Rental agreements have upward and downward provisions however a review can only be instigated by the landlord.

Analysis of leases unexpired by rent roll

Less than 5 years
1%

6-15 years
59%

15-20 years
29%

More than 20 years
11%
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Investment acquisition

White Horse Medical Centre, Westbury
 Tenants: GP Practice, Dental Practice, NHS Foundation and Pharmacy

 Date acquired: February 2015; WAULT 27.5 years

 Date built: September 2012

 Size: 1,900 m²

 Acquisition Cost: £7.75m

 Patient list size: 19,500
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Investment acquisition

Thornaby Medical Centre, North Yorkshire
 Tenants: 2 GP Practices, Optician, NHS Property Services, NHS Trust and Pharmacy

 Date acquired: June 2015; WAULT 13.5 years

 Date built: November 2003

 Size: 2,637m²

 Acquisition Cost: £7.45m

 Patient list size: 42,000
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Secure Long Term Funding

(1) Not reflected in total collateral balance

2015

£m

2014

£m

Total debt facilities

Secured 645.2 628.9

Unsecured 157.5 157.5

802.7 786.4

Average maturity of debt facilities 5.8 years 6.2 years

Net debt

Drawn debt 692.7 670.1

Cash on deposit (2.9) (12.0)

689.8 658.1

Total collateral 1,100.6 1,026.2

Group Loan to Value ratio 62.7% 64.1%

Development commitments – cost to complete(1) 21.8 11.2
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Maturity of Debt

 Weighted maturity period at 30 June 2015: 5.9 years (2014: 6.2 years)

 HSBC £50m facility extended for new five year term from July 2015; maturity July 2020

 Barclays facility extended by £15m with AIB providing additional funds; new five year 

term for whole £115m facility from January 2016

 Discussions commenced to extend Club facility due to mature in 2017
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Interest rate protection

 Long term interest rate protection

 £80m notional contract to July 2016 terminated; reduces average debt cost by 43bps

 Additional swap contracts lengthen interest rate protection

 More than 80% of debt protected to 2020

 Efforts focussed on longer term rate and debt maturity profile
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Spread of Funding Sources

(1) Excludes overdraft

(2) Includes only assets mortgaged to the applicable facility

Secured

Facilities

Unsecured 

facilities(1)

Provider RBS/

Santander

HSBC Barclays/ 

AIB

Aviva Aviva Secured 

Bond

Aviva Aviva RBS 
(Willams

& Glyn)

Retail 

Bond

Convertible

Bond

Tenor Bullet Bullet Bullet Bullet Bullet Bullet Amortising Amortising Bullet Bullet Bullet

Expiry Aug-17 Jul-20 Jan-21 Nov-18 Dec-22 Dec-25 Oct-29 Jan-32 Dec-27 Jul-19 May-19

Facility £165m £50m £100m £75m £25m £70m £113m £25m £2.5m £75m £83m

Drawn £136m £22m £55m £75m £25m £70m £113m £25m £2.5m £75m £83m

Collateral(2) £294m £50m £147m £121m £38m £115m £175m £43m £7.5m - -

Passing Rent £17m £3m £8m £7m £2m £7m £10m £2m £0.4m - -

LTV Max 55% 55% 60% 65% 70% 67% 75% n/a n/a - -

LTV actual 46% 43% 38% 62% 65% 61% 65% 59% n/a - -

ICR Min 1.4x 1.4x 1.5x 1.4x 1.1x 1.4x 1.0x 1.0x 1.1x - -

ICR actual 1.7x 3.3x 3.6x 2.2x 2.4x 3.2x 1.7x 1.6x 3.8x - -
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 Total facilities available to PHP: £802.7m(1)

 Available headroom: £91.6m (after development commitments)

 23% of net debt on an unsecured basis – Retail Bond and Convertible Bond

Borrowing Facilities

(1) Includes £5m overdraft

(2) Weighted average maturity date

Secured

Unsecured
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Debt source Debt basis

PHP Debt Profile

Overdraft Bonds
Insurance Debt Bank Debt
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Advisers and fee base

 Nexus provide all advisory services from 1 May 2014

 Enhances service quality and information management

 Reduced Group’s overhead costs

 Average fee rate for services of advisers reduced to 50 bps (2014: 55 bps)

 Including overheads, EPRA cost ratio reduced to 11.5% (2014: 12.0%)

 Scope for further reductions

 Admin fees on fixed basis upwards/downwards RPI adjustment (cap at +/- 5%)

 Incremental fee rates for advisory fee

Gross asset value Fee rate

First £250m 0.500%

Between £250m and £500m 0.475%

Between £500m and £750m 0.400%

Between £750m and £1bn 0.375%

Between £1bn and £1.25bn 0.325%

Above £1.25bn 0.300%
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0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

5 Year Gilt Valuation Yield GBP 5 year swap rate

Acquisitions contribute due to yield gap

Margin on debt – 185 bps

Surplus to bottom line – 2.0%

Management fee – 0.325%

Assumed market yield – 5.3%
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Contact details

Harry Hyman

Managing Director

harry.hyman@nexusgroup.co.uk

Phil Holland

Finance Director

phil.holland@nexusgroup.co.uk
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IMPORTANT NOTICE

This presentation and the information contained within it is strictly private and confidential and may not be distributed in any way to any other person without the

consent of Primary Health Properties Plc (“PHP”). The information contained in this presentation has been extracted largely from the Financial Statements for

the period ended 31 December 2015. The information in this presentation is being supplied to you by PHP solely for your information and may not be

reproduced or redistributed in whole or in part to any other person.

This presentation contains certain “forward-looking” statements and past performance information. Past performance is not a reliable indicator of future

performance. By their nature, forward-looking statements involve risk and uncertainty because they relate to future events and circumstances. Actual outcomes

and results may differ materially from any outcomes or results expressed or implied by such forward-looking statements. Any forward-looking statements made

by or on behalf of PHP speak only as of the date they are made and no representation or warranty is given in relation to them, including as to their

completeness or accuracy or the basis on which they were prepared. PHP does not undertake to update forward-looking statements to reflect any changes in

PHP’s expectations with regard thereto or any changes in events, conditions or circumstances on which any such statement is based.

This presentation is made only to investment professionals as defined in Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order

2005 ('the FP Order'). The content of this presentation has not been approved by a person authorised under the Financial Services and Markets Act 2000

(“FSMA”). Accordingly, this presentation may only be communicated in the UK with the benefit of an exemption set out in the FP Order. An investment

professional includes:

(i) a person who is authorised or exempt under FSMA; and

(ii) a person who invests, or can reasonably be expected to invest, on a professional basis for the purposes of a business carried on by him; and

(iii) a government, local authority (whether in the United Kingdom or elsewhere) or an international organisation; and

(iv) any director, officer, executive or employee of any such person when acting in that capacity.

Persons who are not investment professionals should not attend this presentation or rely on or act upon the matters communicated at this presentation. By

attending this presentation, you warrant, represent, acknowledge, confirm and agree that: (i) you are an investment professional; (ii) you have read, agree to

and will comply with the contents of this notice; and (iii) you will conduct your own analysis, investigation, evaluation or other verification of the business and

data referred to in this presentation and will bear the responsibility for all or any costs incurred in doing so. Any person who is not an investment professional

who has received any document forming part of this presentation must return it to the PHP immediately. You are encouraged to seek individual advice from your

personal, financial, legal, tax and other advisers before making any investment or financial decision.

This presentation is published solely for information purposes. This presentation does not constitute an offer to sell or the solicitation of an offer to subscribe for

or buy any security, nor a solicitation of any vote or approval in any jurisdiction, nor shall there be any sale, issuance or transfer of the securities referred to in

this presentation in any jurisdiction in contravention of applicable law. The contents of the presentation have not been independently verified. No representation

or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein.

The distribution of this presentation in jurisdictions other than the UK may be restricted by law and therefore any persons who are subject to the laws of any

jurisdiction other than the UK should inform themselves about, and observe, any applicable requirements. This presentation has been prepared for the purpose

of complying with English law and the City Code and the information disclosed may not be the same as that which would have been disclosed if this

presentation had been prepared in accordance with the laws of jurisdictions outside the UK.

All opinions expressed in this presentation are subject to change without notice and may differ from opinions expressed elsewhere.

February 2016


