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Pembroke Grafton GP Limited

Directors’ report

The directors present their report and financial statements for Pembroke Grafton GP Limited (the “Company™) for the year
ended 31 December 2019,

Results and dividends

The result for the financial year ended 31 December 2019 amounted to a loss of £21,711 (2018: loss of £41,544), The
directors do not recommend the payment of a dividend {(2018: £nil).

Principal activities and review of the business

The principal activity of the Company will continue to be to act as the general partner to Pembroke Grafton Limited
Partnership. There are no future changes expected for this activity.

The principal activities of Pembroke Grafton Limited Partnership comprise of property investment and the management of
commercial property. The Partnership holds the leasehold title to the property located at 1 Grafton Street in London.

On 21 February 2013 the Partnership was renamed rom HEVAF Grafton Limited Partnership to Pembroke Grafion
Limited Partnership.

Pembroke Grafton GP Limited, acting as General Partner, has a legal interest of 0.01% in the Partnership. Pembroke
Office Grafton Sarl, acting as Limited Partner, has an interest of 99.99% in the Partnership.

Going concern

In assessing whether the going concern basis of preparation is appropriate to adopt, the directors considered a number of
factors including financial projections of the company and the level of financial support that will be made available to the
company by Pembroke Grafton Limited Partnership and Horizon Real Estate Investors LLC.

In addition, the directors assessed the risk of group companies related to the company requesting settlement of the balances
due to them. Based on this review the directors have concluded that there exists no material uncertainty as regards to the
company having sufficient resources to ¢ontinue in operational existence for the foreseeable future and have therefore
prepared the financial statements on a going concern basis.

Post balance sheet events

COVID-1%

A recent outhreak of a respiratory disease caused by novel coronavirus was first detected in China in December 2019 and
has now been detected internationally. This coronavirus has resulted in closing borders, enhanced health screenings,
healthcare service preparation and delivery, quarantines, cancellations, disruptions to supply chains and customer activity,
as well as gencral concern and uncertainty. The impact of this coronavirus, and other epidemics and pandemics that may
arise in the future, could affect the cconomies of many nations, individual companies and the market in general in ways
that cannot necessarily be foreseen at the present time. The impact of the outbreak may be short term or may last for an
extended period of time.

Key performance indicators

No key performance indicators are used due to simplicity of the business.

Principal risks and uncertainties

‘The company is reliant on financial support that will be made available by Pembroke Grafton Limited Partnetship and
Horizon Real Estate Investors LLC. Director review considers this risk to not be material.



Pembroke Grafton GP Limited

Directors’ report (continued)

Directors

The directors of the company who were in office during the year and up to the date of signing of the financial statements
were:

Nicholas Moldon
Sarah Parker

Small company exemptions

The Directors’ Report has been prepared taking advantage of the small companies exemption in accordance with S415A of
the Companies Act 2006 {the “Act™). The Company has also taken the exemption under S414B of the Act, and therefore
has not prepared a Strategic Report,

Qualifying third party indemnity provisions

An associated undertaking maintains an indemnity to the company's directors against liabifity i respect of proceedings
brought by third parties, subject to the conditions set out in the Companies Act 2006. Such qualifying third party
indemnity provision has been in place throughout the year and remains in force as at the date of approving the directors’
report

Disclosure of information to the auditors

So far as each person who was & director at the date of approving this report is aware, there is no relevant audit
information, being information needed by the suditors in connection with preparing its report, of which the auditors are
unaware. Each director has taken all the steps that he/she is obliged to take as a director in order to make himseliherself
aware of any relevant audit information and to establish that the auditors are aware of that information

The financial statements on pages 7 to 14 were approved by the Board and signed on its behalf by Sarah Parker.

On behalf of the Board

an

Director: Sarah Parker

Date: 29 April 2020



Pembroke Grafton GP Limited

Statement of directors’ responsibilities

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

Company law require the Directors to prepare the {inancial statements for each financial year. Under that law the Directors
have prepare the financial statements in accordance with applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 102 The Financial
Reporting Standard Applicable in the UK and Republic of [reland (FRS 102).

Under company law the Directors must not approve 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 and loss of the Company far that period. [n preparing
these financial statements, the Directors are required to:

= Select suitable accounting policics and the apply them consistently,

»  Make judgements and accounting estimates that are reasonable and prudent;

&  State whether applicable United Kingdom Accounting Standards, including FRS 102 have been followed, subject
to any material departures disclosed and explained in the financial statements;

«  Notify its shareholders in writing about the use of disclosure exemptions, if any, of FRS 102 use in the
preparation of 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 arc 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
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
other irregularities.



Independent auditors’ report to the members of Pembroke
Grafton GP Limited

Report on the audit of the financial statements

Opinion
In our opinion, Pembroke Gratton GP Limited’s financial statements:

«  givea true and fair view of the state of the company’s affaivs as at 31 Deceniber 2019 and of its loss for the year then
ended;

+  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

+  have been prepared in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements, included within the Report and financial statements (the “Annual Report”), which i
comprise: the statement of financial position as at 31 Deeember 2019; the statement of comprehensive income, the statement of

changes in equity for the vear then ended; and the notes to the financial statements, which include a description of the significant

accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)Y”) and applicable law. Our
responsibilities under 1SAs (UK) are farther described in the Auditors’ responsibilities for the audit of the financial statements
section of our repart. We helieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial staternents in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requiretnents.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to vou where:

+ the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

« the directors have not disclosed in the financfal statements any identified material uncertainties that may cast significant
doubt about the company’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can he predicted, this statement is not a guarantee as to the company’s ahility
to continue as a going concern,

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors®
repott thereon. The directors are responsible for the other information. Our cpinion on the financial statements does not cover the
other informaticn and, accordingly, we do not express an audit opinicn or, except to the extent otherwise explicitly stated in this
report, any form of assurance thereon,

In connection with our audit of the financial statements, 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

audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, i
we are required to perform procedures to conclude whether there is a material misstatement of the financial statements or a

material misstatement of the other information. 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 based on these

responsibilities.

With respect ta the Directors’ Repart, we also considered whether the disclosures required by the UK Companies Act 2006 have
been included,

Based on the responsibilities described above and our work undertaken in the course of the audit, 1SAs {UK) require us also to
repart certain opinions and matters as described below,

w



Directars’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors’ Report for the vear
ended 31 Decernber 2019 is consistent with the financial statements and has been prepared in accordance with applicable legal
requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did not
identify any material misstatements in the Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the finuncial statements

As explained more fully in the Statement of directors’ responsibilities, the directors are responsible for the preparation of the
financial statements in accordance with the applicable framework and for being satistied that they give a true and fair view. The
directors are also responsible for such internal control as they 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 hasis of accounting unless the
directors cither intend to liquidate the company or to cease aperations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the finaneial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our epinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in aceordance 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 deeisions 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.fre.org,uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do net, in giving these opinions, accept or assume
responsibility for any other purpase or to any other person to whom this report is shown or into whose hands it may come save
where expressly agreed by our prior consent in writing,

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
«  we have not received all the information and explanations we require for our audit; or

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

«  certain disclosures of directors’ remuneration specified by law are not made; or
¢ the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Entitlement to exemnptions

Under the Companies Act 2006 we are required to report to you if, in our opinion, the directors were not entitled to take advantage
of the small companies exemption from preparing a strategic report. We have no exceptions to report arising from this
responsibility.

rﬂ"-&S\'\AN\ Nl

Thomas Norrie (Serior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

29 April 2020



Statement of Comprehensive Income

for the year ended 31 December 2019

Administralive expenses
Operating Loss
Losy before Tax

Taxation

Total comprelensive expense for the financial year

The notes on pages 10 to 14 are an integral part of these financial statements.

Noye

4

2019

2171

(21711

(21711}

(21.711)

2018

41.5440)

(41.544)

(41.544)

(41.344



Statement of Financial Position
as at 31 December 2019

2019 2018
Now £ £
Current assets
Investments 5 126 126
Trade receivables 6 2 2
28 128
Trade payables: amaunts falling due within one year T (168.874) (147,163}
Net current liabilities {168,746) (147,035)
Total assels less current liabilitiex 168.74 6; 147,035
Capital and reserves
Called up share capital 8 30,002 30,002
Profit and loss account (198.748) (177.037)
Tatal shareholders’ deficit (168.746) (147,035)

The notes on pages 10 10 14 are an integral part of these finencial statements.

The financial statements on pages 7 to 14 were approved by the Board and signed on its behaif by:

LAl

Director: Sarah Parker
Date: 29 Apnil 2020

Registered number: 05608498



Statement of Changes in Equity

for the year ended 31 December 2019

Called up Frofit Total

Shewre and loss sharehiolders’

capiial account deficit

£ £ £

At [ January 2018 340,002 {135,493) (103,491}
Loss for the (inancial year and tolal comprehensive expense - (41.544) (41.344)
At 31 December 2018 30.002 {177.037) (147.035)
L.oss tor the financial year and total comprehensive expense _ 21741 21710
AL 31 December 2019 30,002 (198.748) (168,746)

The notes on pages 10 1o 14 are an integral part of these financial statements.



Notes to the tinancial statements
tor the year ended 31 December 2019

1. Accounting policies

General Information
Pembroke Grafton GP Limited (the “Company™) is a private company, limited by shares, incorporated in England and
Wales, registration number 05608498. The registered office is 7 Albemarle Street, London WIS 4HQ, United Kingdom.

Statement of compliance

The financial statements have been prepared in compliance with United Kingdom Accounting Standards, including
Financial Reporting Standard 102, "The Financial Reporting Standard applicable in the United Kingdom and the Republic
of Treland' ('FRS 102" and the Companies Act 2006.

Basis of preparation

The financial statentents have been prepared on a going concern basis, under the historical cost convention, as modified by
the recognition of certain assets and liabilitics measured at fair value. The principal accounting policies, which have been
consistently applied throughout the year, are set out below.

Going Concern

In assessing whether the going concern basis of preparation is appropriate to adopt, the directors considered a number of
factors including financial projections of the company and the level of financial support that will be made available to the
company by Pembroke Grafton Limited Partnership and Horizon Real Estate Investars.

in addition, the directors assessed the risk of group companies related to the company requesting settlement of the balances
due to them. Based on this review the directors have concluded that there exists no material uncertainty as regards to the
company having sufficient resources to continue in operational existence for the foresecable future and have therefore
prepared the financial statements on a going concern basis,

Significant judgement and key sources of estimation uncertainty
Given the simplicity of the business, there are no significant judgements or sources of estimation uncettainty.

Statement of cash flows
The company has not prepared a statement of cash flows for the year ended 31 December 2019 because there have been no

cash movements within the year.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet
date where transactions or events have occurred at that date that will result in an obligation to pay more, or a right to pay
[ess or to receive more tax, with the following exceptions;

s Deferred tax assets are recognised only to the extent that the directors consider that it is niore likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted.

» Provision is made for tax on gains arising from the revaluation (and similar fair value adjustments) of fixed
assets, and gains on disposal of fixed assets that have been rolled over into replacement assets, only to the extent
that, at the balance sheet date, there is a binding agreement to dispose of the assets concerned. However, no
provision is made where. on the basis of all available evidence at the balance sheet date, it is more likely than not
that the taxable gain will be rolled over into replacement assets and charged to tax only where the replacement
assets are sold.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which
timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date.

10



1. Accounting policies {continued)

Financial instruments

The Company only holds basic financial instruments, which are recognised and measured in accordance with section 11 of

FRS 102,

Classification of shares as debt or equity

liabilities.

Non-current asset tnvestiments
Non-current assct investments are shown at cost ess provision for impairment,

2. Staff costs and directors’ remuneration

There were no staff employed by the company during the year ended 31 December 2019 (2018: none).

The directors have received £nil remuneration in respect of their services to the company during the year ended 31

December 2019 (2018: £nil),

3. Operating loss

This is stated after charging of the following administrative costs:

~Auditors” remuneration

- l'ax compliance services

Total auditors™ remuneration

An equity instrument is a contract that evidences a residual interest in the assets of an entity after deducting all its

2019

7.030

7.030

2018

The auditors’ remuneration fees for audit services were £7,030 for 2019 {(£6,695 was paid for 2018) with the fee being

|
1
i borne by Pembroke Grafton [Limited Partnership. Non-audit fees paid to the auditors in 2019, in respect of tax

compliance services amounted to £nil (2018: £2,500).

4. Taxation on loss

(a) Taxation on loss

UK corporation tax

2016

2018

11



4. Taxation on loss (continued)
(b) Factors affecting current tax charge

The total current tax is higher (2018: higher) than the tax on ordinary activities based on the standard rate of corporation
tax in the UK of 199 (2018 — 19%). The differences arc reconciled below:

2019 2018
£ £
l.oss before taxatian (21.711) (41.544)
Loss before taxalion multiplied by the standard rate
3 -ati i <K of (90 — |09
ot corporation tax in the UK of [9% (2018 — 19%) (4.125) (7.893)
Tax losscs not carried forward 4,125 7,893

Total tax charge (note 4(a))

(<) Factors affecting future tax charges

There are tax tosses of £199,205 (2018: £177,783) carried forward as at the end of the year. There is currently no
persuasive and reliable evidence at this time to indicate there will be suitable future accounting profits from which to set
against these losses, consequently no deferred tax asset has been recognized in respect of these losses.

5. Investments

£
Cosl:
At | January 2019 and 2018 [26
At 31 December 2019 and 2018 126

The investment relates to a 0.01% holding in the Pembroke Grafion Limited Partnership, a partnership registered in
England. In accordance with the Partership Deed dated 16 February 2006, the Company, as General Partner, is entitled
t0 0.01% of any profits or losses that Pembroke Grafton Limited Partnership makes.

The directors beliave that the carrying value of the investments is supported by their underlying net assets.

12



6. Trade Receivables

Amounts owed by group undertakings

7. Trade Payables: amounts falling due within one year.

Amaunts owed to group undertakings

Amounts owed to other creditors

Toual Creditors

2019

2019

(159.438)

(9,436)

(168.8743

There is no interest applied to the intercompany balances and there is no fixed repayment date.

8. Called up share capital

Authorised

Ordinary shares of £1 cach

Atlotted, called up and fully paid

Ordinary shares of £1 ¢ach

9. Contingent liabilities

No contingent [iabilities were noted in the financial year,

10. Related party transactions

2019

30,100

2049

30.002

2018

(3%

2018

{121.202)

(25.961)

(147.163)

2018

30,100

2018

30,002

In accordance with exemptions available under FRS 102, the Partnership has not disclosed details of certain transactions
and balances with group undertakings. Balances at year end held with related parties are however disclosed in notes 6 and

7 of the financial statements.

13



11. Post balance sheet events

COVID-19

On January 30, 2020, the World ealth Organisation declared the coronavirus (COVID-19) to be a public health
emergency. There are no comparable recent events which may provide guidance as to the effect of the spread of COVID-
19 and a potential pandemic, and, as a result, the ultimale impact of the COVID- 19 outbreak or a similar health epidemic is
highly uncertain and subject to change. The full extent of potential delays or impacts on our business, our eperations or the
global economy as a whole is as yet unknown.

12. Parent undertaking and controlling party

As at 31 December 2(119, the immediate and ultimate parent undertaking is Horizon Real Estate Investors LLC, which is
registered in the United States of America. The registered office is 2435 Summer Street, F3B, Boston, MA 02210,

14
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Pembroke Grafton Limited Partnership

General partner's report

The General Partner presents its report and financial statements for Pembroke Grafton Limiled Partnership (‘the
Partnership'y for the year ended 3| December 2019,

Principal activities

The principal activities of the business comprise of property investment and the management of commercial property, The
Partnership holds the leaschold title to the property located at 1 Grafton Street in London.

Construction work on this property was completed in 2010. At 31 December 2011, the asset was classified in the financial
staternents as an investment property and continues 1o be classified as such. On 21 February 2013 the Partnership was
renamed from HEVAF Grafion Limited Partnership to Pembroke Grafton Limited Partnership.

Pembroke Grafton GP Limited, acting as General Partner. has a legal interest of 0.01% in the Partnership. Pembroke
Grafton Office Sarl, acting as Limited Partner, has an interest of 99.99% in the Partnership.

The Partnership is registered pursuant to the provisions of The Limited Partnerships Act 1907.

Results

The loss for the financial year amounted to £8,181,978 (2018: £2.613,398). Net assets at year-end amounted to
£43,277,479 (2018: £54,059,456).

Future developments
The Partnership intends to continue with its current activities for the foreseeable future.

Post balance shect events

COVID-19

A recent outbreak of a respiratory disease caused by novel coranavirus was first detected in China in December 2015 and
has now been detected internationally. This coronavirus has resulted in closing borders, enhanced health screenings,
healthcare service preparation and delivery, quarantines, cancellations, disruptions to supply chains and customer activity,
as well as general concern and uneertainty. The impact of this coronavirus, and other epidemics and pandemics that may
arise in the future, could affect the economies of many nations, individual companies and the market in general in ways
that cannot necessarily be foreseen at the present time. The impact of the outbreak may be short term or may last for an
extended period of time.

New tenant
A new tenant has leased a unit in the investment property. It is a 10-year lease, commencing on 13th January 2020.

Principal risks and uncertainties

The Partnership's operations expose it to a variety of financial risks that include valuation risk, interest rate risk, credit risk,
price risk and liquidity risk.



Pembroke Grafton Limited Partnership

General partner's report (continued)

Interest rate risk

The Partnership’s exposure to intercst rate movements relates primarily to long-term debt obligations. The Partnerships'

loan agrecment with Deutsche Plandbriefbank AG was refinanced in July 2018, to £43,000,000 for a seven year term. This

loan attracts a variable interest rate of 3 months LIBOR plus a 1.35% margin. 1 order to gain more certainty over future

cash outflows and hence mitigate interest rate risk, the Partnership has taken out an interest rate swap with its lender over

the same period. The Partnership is obliged to pay a netted interest rate of 1.565% fixed less 3 months LIBOR, on the

principal amount ot £34,400,00 i.e. 80% of the loan principal. Cash tiows on both the loan and the interest rate swap are '
paid quarterly.

Price risk .
The Partnership also incurs price risk in relation to fluctuations in the fair vahse of its interest rate swap and investment

property, both of which are categorised as Level 2 in the tair value hierarchy. The fair value of the interest rate swap is

determined by reference ta the mark-to-market (MTM) valuation. The fair value of investment properties is determined by

the yield capitalization method of discounted cash flow analysis.

Crediy risk

Credit risk 1s the risk that the counterparty will be unable or unwilling to mecet a commitment that it has entered into with
the Partnership. The Partanership’s principal credit risk arises from trade receivables, which mostly comprise rents due from
tenants. In the event of a rent default, the Partnership will suffer a rental shortfall and incur additional costs, including
legal expenses, in maintaining, insuring and re-letting the property until a new tenant is secured.

The Partnership controls credit risk by requiring collateral to support accounts receivable; this is usually in the form of a
security deposit. Tenant rents are payable quarterly in advance, with most tenants paying on or around the due date. There
is 4 credit control team which actively chases any tenant who does not pay on time and the credit controller then liaises
with the Property Manager regarding any further action to be taken.

Credit risk alse arises from the other financial assets of the Partaership, which comprise cash and derivative financial
instruments. The Partnership’s risk arises from its dependency on these financial assets; and furthermore, from the results
of the organizations that provide these financial instruments. All of the Partnership's cash is held at major commercial
banks. The Partnership believes it mitigates its risks by depositing cash in or investing through major financial institutions.
The counterparty for the interest rate swap s the bank providing lending facilities which mitigates the risk.

Liquidity risk

Liquidity risk arises from the Partnership’s management of working capital and the finance charges and principal
repayments on its debt instruments. It is the risk that the Partnership will encounter difficulty in meeting its financial
obligations as they fall due. The Partnership's policy is to ensure that it will always have sufficient cash to allow it to meet
its liahilities when they become due.

Disclosure of information to the auditors

So tar as the General Partner at the date of approving this report is aware, there is no relevant audit information, being
information negded by the auditors in connection with preparing its report, of which the auditors are unaware. Having
made enquiries of the Parmership’s auditors, the (General Partner has taken all the steps that it is obliged to take as the
general partner in order to make themselves aware of any relevant asdil information and o establish that the auditors are
aware of that information.

Small company exemptions

The Partnership has taken the exemption in accordance with section 414B of the Companies Act 2006 (the “Act™), and
therefore has not prepared a Strategic Report.



" Pembroke Grafton Limited Partnership

General partner's report (continued)

On behsif of the Board of the General Partner, Pembroke Grafton GP Limited

A

Director: Sarah Parker

Date: 29 April 2020



Pembroke Grafton Limited Partnership

Statement of General Partner's responsibilities

The General Pariner is responsible for preparing the Report and the financial statements in accordance with applicable law
and regulations.

Company law as applied 1o qualifying partnerships by the Partnerships (Accounts) Regulations 2008 (the “Regulations™)
requires the members to prepare the financial statements for each financial year, Under that law the General Partner has
prepared the partnership financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 - The Financial Reporting Standard applicable in
e UK aud Republic of ieland™, aud applicable Law).

Under company law as applied to qualifying partnerships the General Partner must not approve financial statements unless
it is satisfied that they give a true and fair view of the state of affairs of the Partnership and of the profit and loss of the
Partnership for that period. In preparing these financial statements, the General Partner is required to:

*  Select suitable accounting policies and the apply them consistently;
. Make judgements and accounting estimates that are reasonable and prudent;

e State whether applicable United Kingdom Accounting Standards, comprising FRS 102 have been followed,
subject to any material departures disclosed and explained in the financial statements;

*  Notify its sharcholders in writing about the use of disclosure exemptions, if any, of FRS 102 use in the
preparation of financial statements; and

e  Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.

The General Partner is responsible for keeping adequate accounting records that ave sufticient to show and explain the
Partnership’s transactions and disclose with reasonable accuracy at any time the financial position of the Partnership and
enable them to ensure that the financial statements comply with the Companies Act 2006 as applied to qualifying i
partnerships by Regulations. They are also responsible for safeguarding the assets of the Partnership and hence for taking

reasonable steps for the prevention and detection of fraud and other irregularities.




Pembroke Grafton Limited Partnership

Independent auditors’ report to the partners of Pembroke
Grafton Limited Partnership

Report on the audit of the financial statements

Opinion
In our opinion, Pembroke Grafton Limited Partnership’s financial statements:

s giveatrue and fair view of the state of the qualifying partnership’s affairs as at 31 December 2019 and of its loss and cash
flows for the year then ended;

«  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

«  have been prepared in accordanee with the requirements of the Companies Act 2006 as applied to qualifying partnerships
by the Partnerships (Accounts) Regulations 2c08.

We have audited the financial statements, included within the Report and financial statements (the “Annual Report”), which
comprise; the statement of financial position as at 31 December 2019; the statement of comprehensive income, the statement of
cash flows, the statement of changes in equity for the year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (“ISAs {UK)™) and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsihilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We remained independent of the gualifying partnership in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which ISAs {UK) require us to report to vou where:

»  the general partner’s use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

«  the general partner has not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the qualifying partnership’s ability to continue to adopt the going coneern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions ean be predicted, this statement is not a guarantee as to the qualifying
partnership’s ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statcments and our auditors’
report thereon. The general partner is responsible for the other information. Our ¢pinion on the financial statements does not cover
the other information and, accerdingly, we do not express an audit opinion or, except to the extent otherwise explicilly stated in
this report, any form ef assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing se,
consider whether the other informatien is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement,
we are required to perform procedures to conclude whether there is a material misstatement of the financial statements or a
material misstatement of the other information. 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 based on these
responsibilities.

With respect ta the General Partner's Report, we also considerced whether the disclosures required by the UK Companies Act 2006
as applied to qualifying partnerships have been included.

Bascd on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also to
report eertain opinions and matters as described below,



Pembroke Grafton Limited Partnership

General Puriner's Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the General Partner's Report for
the year ended 31 December 2019 is consistent with the financial statements and has been prepared in accordance with applicable
legal requirements.

in light of the knowledge and understanding of the qualifying partnership and its environment abtained in the course of the audit,
we did not identify any material misstatements in the General Partner's Report,

Responsibilities for the financial statements and the audit
Responsibilities of the general partner for the finuancial statentents

As explained more fully in the Statement of General Partner's responsibilities, the general partner is responsible for the preparation
nf the finanrial statements in accordanee with the applicahle framewark and for heing saticfied that they give a trie and fair view,
The general partner is also responsible for such internai contrel as they determine is necessary to enable the preparation of
financial stalements that are free from material misstatement, whether due to fraud or eirror.

In preparing the financial statements, the gencral partner is responsible for assessing the qualifving partnership’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 general partner either intends to liquidate the qualifying partnership or to cease operations, or has no
realistic alternative but to do se.

Auditors’ responsibilities for the audit of the financial statements

Our chjectives 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 auditors’ 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 1SAs (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.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinion, has been prepared for and only for the partners of the qualifying partnership as a body in
accordance with the Companies Act 2006 as applied to qualifying partnerships by the Partnerships (Accounts) Regulations 2008
and far no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or inta whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 as applied to qualifying partnerships we are required to report to you if, in our opinion:
*  we have not received all the information and explanations we require for our audit; or

»  adequate accounting records have not been kept by the qualifying partnership, or returns adequate for cur audit have not
been received from branches not visited by us; or

+  certain disclosures of general partner’s remuneration specified by law are not made; or
«  the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Entitlement to exemptions

Under the Companies Act 2006 as applied to qualifying partnerships we are required lo report to you if, in our opinion, the general
partner were not entitled to: take advantage of the small companics exemption in preparing the General Partner's Report: and take
advantage of the small companics exemption frum preparing a strategic report. We have no exceptions to report arising from this
responsibility.

/rl'\/cs\«w/\ N

Thomas Norrie {(Senior Statutery Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

2g April 2020



Pembroke Grafton Limited Partnership

Statement of Comprehensive Income
for the year ended 31 December 2019

Revenue

Casls

Gross profit

(L.oss)/Gain an Revaluation of investment properties
Operating Loss

Finance Costs

Loss before Tax

Taxation

Loss for the financial year and total conprehensive expense

Note: Revenue arises from continuing operations.

The notes on pages {2 to 19 are an integral part of the financial statements.

Note
3

2019

3,778,238

(2.143322)

[,634916

(B.334.811)

{6.919.995)

{1,261.983)

(8.181.978)

(8.181,978)

2018

4.146.785
(1.373,937)

2.770.848
(4.130.906)
(1.360.058)
(1,253.340)
(2.613.398)

(2.613.398)

— e



Pembroke Grafton Limited Partnership

Statement of Financial Position

as at 31 December 2019

Non-current assets

Investment property

Current assets
Trade Receivables
Cash

Current Liahilities: amounts falling duc within onc year

Ner cuirrent assets/{liabilities)

Total assets less current liabilities

Non-Current Liabilities:

amounts falling duc afier more than one vear

Financed by
Partners' capital
BCCOUINS

Partners' current accounts

Partners’ capital

The notes on pages 12 to 19 are an integral part of the financial statements.

2019 2018

Note £ £

7 86,138,210 94.693,121

86,138,210 94,693,121

8 2,074,784 2,437,050

1,050,220 2,992 409

3,125,003 5,429,459

9 (2.089,864) (2,338318)

435,139 3091141

86,573,349 97,784,262

10 {43,295870) (43,724 806)

33,277.479 54,059 456

11 2,930,309 3,530,309

It 40,347,169 48,529,147

43277478 54,059,456
R L]

The financial statements on pages 8 to 19 were approved by the General Partner, Pembroke Grafton GP Limited and

signed on its behalf by:

S AL

Directar: Sarah Parker
Date: 29 April 2020

Registered number. LP010987




Pembroke Grafton Limited Partnership

Statement of Changes in Equity
for the year ended 31 December 2019

At ] January 2018

Loss for the financial year and Lotal comprehensive expense

Capital repayments

At 31 December 2018

Loss for the financial vear and total comprehensive expense

Capital repayments

At 31 December 2019

The notes on pages 12 1o 19 are an integral part of the financial statements.

Partners’
capital
accounts

P

10,570,309

(5,040,000)

5,530,309

(2.600,000)

2.930.309

Partners’
current
accounts

L

51.142.545

{2,613.398)

48,529.147

(5.181,978)

40.347.169

Total
Partners’
capital

¢

61,712,854

(2.613.398)

(5,040,000)

54,039,436

(8.181.978)

(2,600,000)

43.277.478

10



Pembroke Grafton Limited Partnership

Statement of Cash Flows
for the year ended 31 December 2019

Cash flow from operating activities
Net cash generated from operating activities

Casir flow from investing activities

[nterest received

Net casl generated from investing activities

Cash flow from financing activities
Interest paid

Partner capital repaid

VAT paid

Refinancing of external loan

Net cash used in financing
activities

Net (decrease)increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The notes on pages 12 1o 19 are an integral part of the financial statements,

Note
13{1)

2019

2,463,964

2,463,964

(1.193.695)
(2.600,000)
(612.458)

(4.406.153)

(1.942.189)

[.050,220

2,992.409

2018

3,467,539

3,467,539

(1,084,574)
(3.040,000)

(575.599)
4.263,501

(2.436,672)

1.030.867
1.961,542

2.992,409

11



Pembroke Grafton Limited Partnership

Notes to the financial statements
for the year ended 31 December 2319

1. Accounting policies

General information
Pembroke Grafton Limited Partnership (the “Partnership™) is a limited partnership incorporated in England and Wales,
registration number LPO10987. The registered office is 7 Albemarle Street, London. W18 4HQ, United Kingdom.

Statement of compliance

The financial statements have been prepared in compliance with United Kingdom Accounting Standards, including
Financial Reporting Standard 102, 'The Financial Reporting Standard applicable in the United Kingdom and the Republic
of Ireland’ (FRS 102" and the Companies Act 2006, as it applies to qualifying partnerships by the Partnership (Accounts)
Regulations 2008.

Basis of preparation

The financial statements have been prepared on a going concern basis, under the historical cost convention, as modified by
the recognition of certain assets and liabilities measured at fair value. The principal accounting policies, which have been
consistently applied throughout the year, are set out below.

Going concern

The General Partner has reviewed cash flow forecasts until April 2021 that show net cash inflow from operating activities.
The group is projecied to have surplus cash reserves. The maturity profile of the existing debt and covenant position and
derivatives are further detailed in notes 11 and 2. The expected cash flow generation and existing cash balances provide
the General Partner with the view that the group will continue in operation for the foreseeable future and accordingly these
financial statements have been prepared on a going concern basis.

Revenue recognition

Rental income from operating leases is recognised in the profit or loss on a straight-line basis over the lease term. Lease
incentives are allocated on a straight-line basis over the lease term.

Service charge and other operating income is recognised in the profit or loss on a straight-line basis over the given
specified period.

Lessor accounting

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as operating leases.
Rental income from operating leases is charged 1o the profit and toss account on a straight-line basis over the period of the
lease. Lease incentives are allocated on a straight-line basis over the lease term. Initial direct costs incurred in negotiating
and arranging an operating lease as a lessor are recognised as a deferred asset are amortized over the lease lerm on the
same basis as the lease income.

Investment properties

An investment property is a property held by the owner to earn rentals or for capital appreciation or both.

The Partnership's investment property is measured at fair value at each reporting date, with changes in fair value
recognised in the profit or loss. The valuation of the investment property as at December 2019 was performed by
Pembroke Real Estate LLC, the investment advisor to the Partnership (the "Advisor") using the yield capitalization of
discounted cash flow analysis.

This valuation is based upon [0-year cash flows, a discount rate of 3.65% and a capitalisation rate of 3.95%. The valuation
of the property is inherently subjective due to factors such as location and expected future rental revenues. Consequently,
the valuation of the property is subject to a degree of uncertainty and is made on the basis of assumptions which may not
prove to be accurate. The Advisor also commissions an external party annually to perform a valuation; the most recent of
which was completed in March 2019 by JL.L., an experienced and reputable company.

12
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1. Accounting policies (continued)

Tuxation
No taxation is provided as the tax liabilities on the Partnership's profit are liabilities of the partners and not of the
Partnership.

Carrving amount of debt and capitalization of loan issue costs

Debt instruments, such as bank leans. are stated at their net proceeds (i.¢. after deduction of amortized loan issue costs).
Loan arrangement fees arc capitalized against the loan to which they relate in line with FRS 102. Issue costs are amortized
over the life of the instrument.

Derivative instruments

In accordance with Section 12 of FRS 102, the Partnership's interest rate swap is classified as a financial asset or liability
at fair value through profit or loss. Any gains or losses arising from changes in fair value on the derivative during the year
are taken directly to the profit and loss account. The Partnership does not currently apply hedge accounting for this
derivative, The fair value of the Partnership’s interest rate swap is determined quarterly by reference to the mark-to-market
(MTM) valuation, the year end valuation was obtained from a financial institution.

2. Financial risks

Interest rate risk

The Partnership's exposure to interest rate movements relates primarily to long-term debt obligations. The Partnerships'
loan agreement with Deutsche Pfandbrietbank AG was refinanced in July 2018, to £43,000,000 for a seven-year term. This
loan attracts a variable interest rate of 3 months LIBOR plus a 1.35% margin. In order to gain more certainty over future
cash outflows and hence mitigate interest rate risk, the Partnership has taken out an interest rate swap with its lender over
the same period. The Partnership is obliged to pay a netled interest rate of 1.565% fixed less 3 months LIBOR, on the
principal amount of £34,400,00 i.e. 80% of the loan principal. Cash flows on both the loan and the interest rate swap are
paid quarterly.

Credir risk

Credit risk is the risk that the counterparty will be unable or unwilling to meet a commitment that it has entered into with
the Partnership. The Partnership’s principal credit risk arises fram trade receivables which comprise rents due from
tenants. [n the event of a rent default the Partnership will suffer a rental shortfall and incur additional costs, including legat
expenses, in maintaining, insuring and re-letting the property until a new tenant is secured.

The Partnership controls credit risk by requiring collateral 1o support accounts receivable; this is usually in the form of a
security deposit. Tenant rents are payable quarterly in advance, with most tenants paying on ot around the due date. There
is a credit control team which actively chases any tenant who does not pay on time and the credit controller then liaises
with the Property Manager regarding any further action to be taken. As at year end, a debit balance of £174,430 is due
greater than 30 days; £1353,153 of which is not expected to be recovered and has been provided for as bad debt.

Credit risk also arises from the other financial assets of the Partnership, which comprise cash and derivative financial
instruments. The Partnership’s risk arises from its dependency an these financial assets; and furthermore, from the results
of the organizations that provide these financial instruments. All of the Partnership's cash is held at mator commercial
banks. The Partnership believes it mitigates its risks by depositing cash in or investing through major financial institutions.
The counterparty for the interest rate swap is the bank providing lending facilities which mitigates the risk.

13
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2. Financial risks (continued)

Price risk

The Partnership also incurs price risk in relation to {luctuations in the fair value of its interest rate swap and investment
property, both of which are categorised as Level 2 in the fair value hierarchy. The fair value of the interest rate swap is
determined by reference to the mark-to-market (MTM) valuation. The fair value of investment properties is determined by
the yield capitalization method of discounted cash flow analysis. It is required to ¢lassify fair value measurements using a
fair value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy
has the following levels;

1} Quoted prices {unadjusted) in active markets for identical assets or liabilities (level 1},

ii} ii} Inputs other than quoted prices included within level I that are observable for the asset or liability, either
directly (as prices) or indirectly (derived from prices) {level 2); and

i) iii) [nputs for the asset or liability that are not based on observable market data {unobservable inputs) {level

3.

Liguidity risk

F.iquidity risk arises from the Partnership’s management of working capital and the finance charges and principal
repayments on its debt instruments. [t is the risk that the Partnership will encounter difficulty in meeting its financial
obligations as they fall due. The Partnership's policy is to ensure that it will always have sufficient cash to allow it to meet
its liabilities when they become due.

(All amounts in GBP)

3 months or less

More than 3 months

and less than 1 year More than [ year

Total

Trade and other
receivables

912,011

432,127 670.211

2014348

Current liabilities

Trade and other
payables

671.053

671.053

I"avables to group

Non-Current
liabilities

Rank acility
Drawdown

- 42.624.817

42,624,817

Tanes payable

Sceurity Deposits
payable

- 671,033

671,053

3. Revenue

Rental income

Service charge income

(her operating income/ (expense}

3.285.755
421258

68,225

3.778.238

2018
£

3872547
3E3.078

(39.240)
4,146,785

14
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4. Operating loss

This is stated after charging

2019 2018

£ £

- For the statutory audit of the financial statements 23360 22,248
- For tax services i} 5.000
Total auditors' remuneration 33,360 27.248

The auditors’ remuneration fees for audit services were £23,360 for 2019 (£22,248 in 2018). Non-audit fees incurred to the
auditors in 2019, in respect of tax compliance services, amounted to nil (£5,000 in 2018).

5. Staff costs

The Partnership had no employees during the year ended 3| December 2019 (2018: none).

6. Finance costs

2019 2018
£ £
Finance costs on bank loans [.193,601 1,155,010
Amortization of loan issue costs 68.382 98.330
1,261,983 1,253,340

7. Investment property
2019 2018
£ £
Valuation as al 1 January 94,663,121 08,787.072
(1.055)/Gain on revaluation {8.554.911) (4.130,906)
Additions . 36,955
Valuation as at 31 December 86,138,210 94,693,121

The Advisors' valuation of the investment property as at 31 December 209 1s £86,138,210. It was valued using the
discounted cash flow method of yield capitalization. The historical cost of the investment property is £42.556,872 (2018
£42.559.872).

8. Trade receivables

2019 2018

£ £

Amounts owed by group undertakings 219.825 163,629

Tenant deposiis 670.211 1,137,174

Trade receivables 04).552 521,641

Prepayments and accrued income 12,685 46,862

Unamortized lease incentives 231.510 565,744
Fair value of tnterest rate cap

2,074,784 2,437.050

15
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9. Current liabilities: amounts falling due within one year

2019 2018
L £
Amounts owed 1o group undertakings } }
Other trade payables 128.251 219.405
Ameunt owed on mark=to-market of the swap 1.364,235 665,798
Accruals and deterred income 972,886 1.228.527
Interest payable on bank loans 224,462 224,588
Bank loans less issue costs i} _
2.689.864 2.338.318
10. Non-current liabilities: amounts falling due after more than one year
Due within Diig within Due afier Due afier
1-2 years 2-5 years more than 5 years move than 3 years
Instalments Non-instalments
2018
Bank loans less issue costs 42,536,435
Tenant deposits 1,168,371
2019
Bark loans less issue costs 42,624,817
Tenant deposits 071,053
2019 2018
£ £
Bank loans 43,000,000 43,000,000
[.css: I3SUC costs (375.183) 443.565
42,624,817 42,556,435
Plus: tenant deposits 671053 1.168.371
43.295.870 43,724,806

16



Pembroke Grafton Limited Partnership

10. Non-current liabilities (continued)

On 28th Fune 2013 the Parmership entered into a loan agreement (the "Agreement™) with Deutsche Pfandbrietbank AG for
£38,500.000. This loan attracted interest at 3 months [LIBOR plus 2.29% margin. The loan was refinanced in July 2018, to
£43,000,000 for a seven-year term. This loan attracts a variable interest rate of 3 months LIBOR plus a [.35% margin.
Interest accrued is paid quarterly on 23rd January, 23rd April, 23rd July and 23rd October in each year. Debt issuance
costs of £478,676 have been capitalized and are amortized over the period of 7 years; the current net book value is
£375,183. The bank loan is sccured by a charge over the investment property, The general partner considers that the

carrying value of the loan approximates its fair value.

11. Partners' accounts

Partners’ Capital accoungs

AL 1 January 2018

AL 31 December 2019

Partners’ Current accounts

At 1 January 2019
Loss for the financial year

AL 31 December 2019

12. Related parties

Pembroke Graficn

Pembroke Grafton GF

Office Sarl Limited Total

£ £ £

5,530.183 126 5,530.309
2.930.183 126 2.930.309
Pembroke Grafton Pembroke Grafion GP Toral
Office Sar! Limited ord

£ £ £

48,526,646 2,500 48,529,147
(8,181,337 (422)  (R.181.978)
40,343,089 2,079 40,347,169

In accordance with the Partnership Deed dated 16 February 2006, Pembroke Grafton GP Limited, as General Partner, is

entitled to 0.01% of any profits or losses of the Partnership.

In accordance with exemptions available under FRS 102, the Partnership has not disclosed details of certain fransactions
and balances with group undertakings. Balances at year end held with related parties are however disclosed in notes 9 and

10 of the financial statements.

13. Notes to statement of cash flows

(1) Reconciliation of gross profit to net cash generated from operating activities

Gross Profit

{Increase)/Decrease in amariivzed lease incentives
{Increase)Decrease in trade and other receivables
Increase/ {Deercase) in trade and other pavables

Loss on mark to market of swap

2019

L
1.634916

334234
28.032

(231,653)

698.437

2,463,964

2018

£
2.770.848

(133.312)
169.254

{12,289)

643.238

3,467,539

17



Pembroke Grafton Limited Partnership

13. Notes to statement of cash flows (continued)

{2) Analysis of changes in net debt

At |l January 2019

£

Cash 2.992.409
(43.000.000)

Bank loans

[nterest Rate Swap MTM (665.798)

Cash [lows

Non-cash changes

£ L
(1,942.189) -

- (698,437)

At 31 December
2019

R
1,050,220
(43.000.600)

(1.364,235)

Total {4).673.389)

{1.942.189)

(698.437)

(43.314.015)

14, Ultimate parent undertaking and controlling party

The Partnership's ultimate parent undertaking and controlling party is Horizon Real Estate Investors LLC ("Horizon"),
established in United States, which indirectly owns the Partnership's general partner, Pembroke Grafton GP Limited
(incorporated in the UK), and the Partnership's limited partner, Pembroke Grafton Office Sarl {incorporated in the Duchy

of Luxembourg).

15. Operating leases

The following table sets out the future minimum lease payments under non-cancellable operating leases due.

(All amounts in GBP) Within 1 year La;er than 1 year and Later than 5 years Total
ess than 5 years
2019 3,173,726 4052371 1.475.667 8,701,767
2018 3,731,798 14,708,016 - 15439814

There was no contingent rent recognized as income in 2019; all income is fixed.

The units of the investment property are leased to retail, office and residential tenants; all charges are fixed amounts and
the majority of tenants are charged on a quarterly basis.
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16. Post balance sheet events

CoVID-19

On January 30, 2020, the World Health Organisation declared the coronavirus {COVID-19) to be a public health
emergency. There are no comparable recent events which may provide guidance as to the effect of the spread of COVID-
19 and a potential pandemic, and, as a result, the ultimate impact of the COVID-19 outbreak or a similar health epidemic is
highly uncertain and subject to change. The full extent of potential delays or impacts on our business, our operations or the
global economy as a whole is as yet unknown.

At this time, management has paid particular attention to the potential development and letting delays which may impact
an investrent's value. Further. management evaluated the sensitivity of discount and capitalisation rates and, the most
significant principal assumptions underlying management’s ¢stimations in determining the impact to the Level 3 fair value
of its investment properties.

For the year ended 31 December 2019, an increase in the discount rate and capitalisation rate by 50 basis points would
result in a decrease in value of the investments of £10.5m. At this stage, the General Partner does not believe there is a
need to alter its existing investment strategy as a result of these economic unceriainties. However, the effects could have
a material impact on the operaticns of the Fund, and the General Partner will continue to monitor the COVID-19 situation
closely.

The table below shows the sensitivity of the tair value of the investment property at 31 December to changes in
unobservable inputs to a reasonable alternative:

2019 Change in fair value
Fair value Unobservable input +25bps +50bps
£m £m £m
Discount Rate & <= <
Investment property 86.1 Capitalisation Rate {3.5) (1a.3)

Note: Figures rounded to the nearest £000,000.

These amounts are not an estimate or a forecast of the impact of COVID19 on the Company's property value. The analysis
is designed solely to provide an indication of the impact of certain changes to the Company's property value.

New tenant

A new tenant has Jeased a unit in the investment property. It is a 10-year lease, commencing on |3th January 2020,
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Pembroke Grafton Limited Partnership

General partner's report

The General Partner presents its report and financial statements for Pembroke Grafton Limited Partnership ('the
Partnership’) for the year ended 31 December 2019.

Principal activities

The principal activities of the business comprise of property investment and the management of commercial property. The
Partnership holds the leasehold title to the property located at 1 Grafien Street in London.

Construction work on this property was completed in 2010. At 31 December 2011, the asset was classified in the financial
statements as an investment property and continues to be classified as such, On 21 February 2013 the Partnership was
renamed from HEVAF Grafion Limited Partnership to Pembroke Grafton Limited Partnership.

Pembroke Grafton GP Limited, acting as General Pariner, has a legal interest of 0.01% in the Partnership. Pembroke
Grafton Office Sarl, acting as Limited Partner, has an interest of 99.99% in the Partnership.

The Partnership is registered pursuant to the provisions of The Limited Partnerships Act 1907

Results

The loss for the financial year amounted to £8,181,978 (2018: £2,613,398). Net assets at year-end amounted to
£43,277,479 (2018: £54,059,456).

Future developments
The Partnership intends to continue with its current activities for the foreseeable future.

Post balance sheet events

COVID-19

A recent outbreak of a respiratory disease caused by novel coronavirus was first detected in China in December 2019 and
has now been detected internationally. This coronavirus has resulted in closing borders, enhanced health screenings,
healthcare service preparation and delivery, quarantines, cancellations, disruptions to supply chains and customer activity,
as well as general concern and uncertainty. The impact of this coronavirus, and other epidemics and pandemics that may
arise in the future, could affect the economies of many nations, individual companies and the market in general in ways
that cannot necessarily be foreseen at the present time. The impact of the outbreak may be short term or may last for an
extended period of time.

New renant
A new tenant has leased a unit in the investment property. It is a 10-year lease, commencing on 13th January 2020.

Principal risks and uncertainties

The Partnership's operations expose it 1o a variety of financial risks that include valuation risk, interest rate risk, credit risk,
price risk and liquidity risk.
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General partner's report (continued)

Interest rate risk

The Partnership's exposure to interest rate movements relates primarily to long-term debt obligations. The Partnerships'
loan agreement with Deutsche Pfandbriefbank AG was refinanced in July 2018, to £43,000,000 for a seven year term. This
loan atiracts a variable interest rate of 3 months LIBOR plus a 1.35% margin. In order to gain more certainty over future
cash outflows and hence mitigate interest rate risk, the Partnership has taken out an interest rate swap with its lender over
the same period. The Partnership is obliged to pay a netted interest rate of 1.565% fixed less 3 months LIBOR, on the
principal amount of £34,400,00 i.e. 80% of the loan principal. Cash flows on both the loan and the interest rate swap are
paid quarterly.

Price risk

The Partnership also incurs price risk in relation to fluctuations in the fair value of its interest rate swap and investment
praperty, both of which are categorised as Level 2 in the fair value hierarchy. The fair value of the interest rate swap is
determined by reference to the mark-to-market (MTM) valuation. The fair value of investment properties is determined by
the yield capitalization method of discounted cash flow analysis.

Credit risk

Credit risk is the risk that the counterparty will be unable or unwilling to meet a commitment that it has entered into with
the Partnership. The Partnership’s principal credit risk arises from trade receivables, which mostly comprise rents due from
tenants. In the event of a rent default, the Partnership will suffer a rental shortfall and incur additional costs, including
legal expenses, in maintaining, insuring and re-letting the property until a new tenant is secured.

The Partnership controls credit risk by requiring collateral 1o support accounts receivable; this is usually in the form of a
security deposit. Tenant rents are payable quarterly in advance, with most tenants paying on or around the due date. There
is a credit controf team which actively chases any tenant who does not pay on time and the credit controller then liaises
with the Property Manager regarding any further action to be taken.

Credit risk also arises from the other financial assets of the Partnership, which comprise cash and derivative financial
instruments. The Partnership’s risk arises from its dependency on these financial assets; and furthermore, from the results
of the organizations that provide these financial instruments. All of the Partnership's cash is held at major commercial
banks. The Partnership believes it mitigates its risks by depositing cash in or investing through major financial institutions.
The countetparty for the interest rate swap is the bank providing lending facilities which mitigates the risk.

Liguidity risk

Liquidity risk arises from the Partnership’s management of working capital and the finance charges and principal
repayments on its debt instruments. It is the risk that the Partnership will encounter difficulty in meeting its financial
obligations as they fall due. The Partnership's policy is to ensure that it will always have sufficient cash to allow it to meet
its liabilities when they become due.

Disclosure of information to the auditors

So far as the Genera! Partner at the date of approving this report is aware, there is no relevant audit information, being
information needed by the auditors in connection with preparing its report, of which the auditors are unaware. Having
made enquiries of the Partnership’s auditors, the General Partner has taken all the steps that it is obliged to take as the
general partner in order to make themselves aware of any relevant audit information and to establish that the auditors are
aware of that information.

Small company exemptions

The Partnership has taken the exemption in accordance with section 414B of the Companies Act 2006 (the “Act™), and
therefore has not prepared a Strategic Report.
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General partner's report (continued)

On behalf of the Board of the General Partner, Pembroke Grafton GP Limited.

AL

Director: Sarah Parker

Date: 29 April 2020
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Statement of General Partner's responsibilities

The General Partner is responsible for preparing the Report and the financial statements in accordance with applicable law
and regulations.

Company law as applied to qualifying partnerships by the Partnerships (Accounts) Regulations 2008 (the “Regulations™}
requires the members to prepare the financial statements for each financial year. Under that law the General Partner has
prepared the partnership financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 “*The Financial Reporting Standard applicable in
the UK and Republic of Ireland™, and applicable law).

Under company law as applied to qualifying partnerships the General Partner must not approve financial statements unless
it is satisfied that they give a true and fair view of the state of affairs of the Partnership and of the profit and loss of the
Partnership for that period. In preparing these financial statements, the General Partner is required to:

Select suitable accounting policies and the apply thern consistently;

Make judgements and accounting estimates that are reasonable and prudent;

e  State whether applicable United Kingdom Accounting Standards, comprising FRS 102 have been followed,
subject to any material departures disclosed and explained in the financial statements;

¢  Notify its shareholders in writing about the use of disclosure exemptions, if any, of FRS 102 use in the
preparation of financial statements; and

s Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.

The General Partner is responsible for keeping adequate accounting records that are sufficient to show and explain the
Partnership’s transactions and disclose with reasonable accuracy at any time the financial position of the Partnership and
enable them to ensure that the financial statements comply with the Companies Act 2006 as applied to qualifying
partnerships by Regulations. They are also responsible for safeguarding the assets of the Partnership and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.
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Independent auditors’ report to the partners of Pembroke
Grafton Limited Partnership

Report on the audit of the financial statements

Opinion
In our opinion, Pembroke Grafton Limited Partnership’s financial statements:

¢ pgive a true and fair view of the state of the qualifying partnership’s affairs as at 31 December 2019 and of its loss and cash
flows for the year then ended;

«  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

+  have been prepared in accordance with the requirements of the Companies Act 2006 as applied to qualifying partnerships
by the Partnerships (Accounts) Regulations 2008.

We have audited the financial statements, included within the Report and financial statements (the “Annual Report™), which
comprise: the statement of financial position as at 31 December 2019; the statement of comprehensive income, the statement of
cash flows, the statement of changes in equity for the year then ended; and the notes to the financial statements, which include a
deseription of the significant accounting policies.

Basis for opinion

‘We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We remained independent of the qualifying partnership in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern
We have nothing to report in respect of the fallowing matters in relation to which ISAs (UK) require us to report to you where:

« the general partner’s use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

+ the general partner has not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the qualifying partnership’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the qualifying
partnership's ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’
report thereon. The general partner is responsible for the other information. Our opinion on the financial statements does not cover
the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in
this report, any form of assurance thereon,

In connection with our audit of the financial statements, 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
audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement,
we are required to perform procedures to conclude whether there is a material misstatement of the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other informaticn, we are required to report that fact. We have nothing to report based on these
responsibilities.

With respect to the General Partner's Report, we also considered whether the disclosures required by the UK Companies Act 2006
as applied to qualifying partnerships have been inchuded.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also to
repott certain opinions and matters as described below.
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General Partner's Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the General Partner's Report for
the year ended 31 December 2019 is consistent with the financial statements and has been prepared in accordance with applicable
legal requirements.

In light of the knowledge and understanding of the qualifying partnership and its environment obtained in the course of the audit,
we did not identify any material misstatements in the General Partner's Report.

Responsihilities for the financial statements and the audit
Responsibilities of the general parter for the financial statements

As explained more fully in the Statement of General Partner's responsibilities, the general partner is responsible for the preparation
of the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair view.
The general partner is also responsible for such internal control as they 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 general partner is responsible for assessing the qualifying partnership’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the geing concern basis of
accounting unless the general partner either intends to liquidate the qualifying partnership or to cease operations, or has no
realistic alternative but to do so.

Auditors’ 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 auditors’ 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.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinion, has been prepared for and only for the partners of the qualifying partnership as a body in
accordance with the Companies Act 2006 as applied to qualifying partnerships by the Partnerships (Accounts) Regulations 2008
and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other parpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 as applied to qualifying partnerships we are required to report to you if, in our opinion:
+  we have not received all the information and explanations we require for our audit; or

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

»  certain disclosures of general partner’s remuneration specified by law are not made; or
+  the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Entitlement to exemptions

Under the Companies Act 2006 as applied to qualifying partnerships we are required to report to you if, in our opinion, the general
partner were not entitled to: take advantage of the small companies exemption in preparing the General Partner's Report; and take
advantage of the small companies exemption from preparing a strategic report. We have no exceptions to report arising from this
responsibility.

%AM N

Thomas Norrie {(Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

29 April 2020
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Statement of Comprehensive Income
for the year ended 31 December 2019

2019 2018
£ £
Note

Revenue 3 3,778,238 4,146,785
Costs (2,143,322) (1,375,937)
Gross profit 1,634,916 2,770,848
(Loss)/Gain on Revaluation of investment properties 7 (8.554.911) (4,130,906)
Operating L pss (6.919.995) (1,360,058)
Finance Costs 3] (1,261,983) (1,253,340}
Loss before Tax (8,181,978) (2,613,398)
Taxation - -
Loss for the financial year and total comprehensive expense 11 (8,181,978) (2,613,398)

Note: Revenue arises from continuing operations.

The notes on pages 12 to |9 are an integral part of the financial statements.
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Statement of Financial Position

as at 31 December 2019

Non-current assets
Investment property

Current assels
Trade Reccivables
Cash

Current Liabilitiex: amounts falling duc within on¢ vear

Net current assets/(Tiabilities)

Total assets less current liabilities

Non-Current Liabilities:

amounts falling due after more than onc vear

Financed by

Partners' capital

accounts

Partners' current accounts

Partners' capital

The notes on pages 12 to 19 are an integral part of the financial statements.

Note

9

10

11
3

X019

86,138,210

86,138,210

2,074,784
1,050,220
3,125,003

(2.689.8064)
433 139

A

86,573,349

(43,295,870)

43,277,479

2,930,309

40,347,169
43,277,478

2018

94,693,121

94,693,121

2,437,050
2,992,409
5429459

(2,338.318)

3.091,14}

97,784,262

(43,724.806)

54,059,456

5,530,309

48,529,147
54,059 456

The financial statements on pages 8 1o 19 were approved by the General Parmer, Pembroke Grafion GP Limited and

signed on its behalf by:

SLL

Director: Sarah Parker
Date: 29 April 2020

Registered number. LPO10987
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Statement of Changes in Equity
for the year ended 31 December 2019

Partners' Partners' Total

capital current Partners’

accounts accounts capital

£ £ £

At | January 2018 10,570,309 51.142,545 61,712.854
Loss for the financial year and total comprehensive expense - (2.613.398) (2.613.398)
Capital repayments (5,040,000) - (5,040,000)
At 31 December 2018 5,530,309 48,529,147 54,059,456
Loss for the financial year and total comprehensive expense - (8.181,978) (8,181,978)
Capital repayments (2,600,000) - (2,600,000)
At 31 December 2019 2,930,309 40,347,169 43,277,478

The notes on pages 12 to 19 are an integral patt of the financial statements.

10
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Statement of Cash Flows
for the year ended 31 December 2019

2019 2018
£ £
Note

Cash flow from operating activities 131y 2,463,964 3,467,539
Net cash generated from operating activities 2,463,964 3,467,539
Cash flow from investing activities
Interest received - -
Net cash generated from investing activities - -
Cash flow from financing activities
Interest paid (1,193,695) (1,084,574)
Partner capital repaid (2,600.000) (5.040,000)
VAT paid (612,458) (575,599)
Refinancing of external loan - 4,263,501
Net cash used in financing
activities (4,406,153) (2,436,672)
Net (decrease)/increase in cash and cash equivalents {1,942.189) 1,030,867
Cash and cash equivalents at the beginning of the year 2,992,409 1.961.542
Cash and cash eguivalents at the end of the year 1,050,220 2.992.409

The notes on pages 12 to 19 are an integral part of the financial statements.

11
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Notes to the financial statements
for the vear ended 31 December 2019

1. Accounting pelicies

General information
Pembroke Grafion Limited Partnership (the “Partnership”) is a limited partnership incorporated in England and Wales,
registration number 1.P010987. The registered office is 7 Albemarle Street, London, W18 4HQ, United Kingdom.

Statement of compliance

The financial statements have been prepared in compliance with United Kingdom Accounting Standards, including
Financial Reporting Standard 102, 'The Financial Reporting Standard applicable in the United Kingdom and the Republic
of Ireland' ('FRS 102°) and the Companies Act 2006, as it applies to qualifying partnerships by the Partnership (Accounts)
Regulations 2008.

Basis of preparation

The financial statements have been prepared on a going concern basis, under the historical cost convention, as modified by
the recognition of certain assets and liabilities measured at fair value. The principal accounting policies, which have been
consistently applied throughout the year, are set out below.

Going concern

The General Partmer has reviewed cash flow forecasts until April 2021 that show net cash inflow from operating activities.
The group is projected to have surplus cash reserves. The maturity profile of the existing debt and covenant position and
derivatives are further detailed in notes 11 and 12. The expected cash flow generation and existing cash balances provide
the General Partner with the view that the group will continue in operation for the foresecable future and accordingly these
financial statements have been prepared on a going concern basis.

Revenue recognition

Rental income from operating leases is recognised in the profit or loss on a straight-line basis over the lease term. Lease
incentives are allocated on a straight-line basis over the lease term.

Service charge and other operating income is recognised in the profit or loss on a straight-line basis over the given
specified period.

Lessor accounting

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as operating leases.
Rental income from operating leases is charged 1o the profit and loss account on a straight-line basis over the period of the
lease. Lease incentives are allocated on a straight-line basis over the lease term. Initial direct costs incurred in negotiating
and arranging an operating lease as a lessor are recognised as a deferred asset are amortized over the lease term on the
same basis as the lease income.

Investment properties

An investment property is a property held by the owner to earn rentals or for capital appreciation or both.

The Partnership's investment property is measured at fair value at each reporting date, with changes in fair value
recognised in the profit or loss. The valuation of the investment property as at December 2019 was performed by
Pembroke Real Estate LLC, the investment advisor to the Partnership (the "Advisor”) using the yield capitalization of
discounted cash flow analysis.

This valuation is based upon 10-year cash flows, a discount rate of 3.65% and a capitalisation rate of 3.95%. The valuation
of the property is inherently subjective due to factors such as location and expected future rental revenues. Consequently,
the valuation of the property is subject to a degree of uncertainty and is made on the basis of assumptions which may not
prove to be accurate. The Advisor also commissions an external party annually to perform a valuation; the most recent of
which was completed in March 2019 by JLL, an experienced and reputable company.

12
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1. Accounting policies (continued)

Taxation
No taxation is provided as the tax liabilities on the Partnership's profit are liabilities of the partners and not of the
Partnership.

Carrying amount of debt and capitalization of loan issue costs

Debt instruments, such as bank loans, are stated at their net proceeds (i.e. after deduction of amortized loan issue costs).
Loan arrangement fees are capitalized against the loan to which they relate in line with FRS 102. Issue costs are amortized
over the iife of the instrument.

Derivative instruments

In accordance with Section 12 of FRS 102, the Partnership's interest rate swap is classified as a financial asset or liability
at fair value through profit or loss. Any gains or losses arising from changes in fair value on the derivative during the year
are taken directly to the profit and loss account. The Parinership does not currently apply hedge accounting for this
derivative, The fair value of the Partnership’s interest rate swap is determined quarterly by reference to the mark-to-market
(MTM) valuation; the year end valuation was obtained from a financial institution.

2. Financial risks

Interest rate risk

The Partnership's exposure to interest rate movements relates primarily 1o long-term debt obligations. The Partnerships’
loan agreement with Deutsche Pfandbriefbank AG was refinanced in July 2018, to £43,000,000 for a seven-year term. This
loan attracts a variable interest rate of 3 months LIBOR plus a 1.35% margin. In order to gain more certainty over future
cash outflows and hence mitigate interest rate risk, the Partnership has taken out an interest rate swap with its lender over
the same period. The Partnership is obliged to pay a netted interest rate of 1.565% fixed less 3 months LIBOR, on the
principal amount of £34.400,00 i.e. 80% of the loan principal. Cash flows on both the loan and the interest rate swap are
paid quarterly.

Credit risk

Credit risk is the risk that the counterparty will be unable or unwilling to meet a commitment that it has entered into with
the Partnership. The Partnership’s principal credit risk arises from trade receivables which comprise rents due from
tenants. In the event of a rent default the Partnership will suffer a rental shortfall and incur additional costs, including legal
expenses, in maintaining, insuring and re-letting the property until a new tenant is secured.

The Partnership controls credit risk by requiring collateral to support accounts receivable; this is usually in the form of a
security deposit. Tenant rents are payable quarterly in advance, with most tenants paying on or around the due date. There
is & credit control teamn which actively chases any tenant who does not pay on time and the credit controller then liaises
with the Property Manager regarding any further action to be taken. As at year end, a debit balance of £174,430 is due
greater than 30 days; £153,153 of which is not expected to be recovered and has been provided for as bad debi.

Credit risk also arises from the other financia! assets of the Partnership, which comprise cash and derivative financial
instruments, The Partnership’s risk arises from its dependency on these financial assets; and furthermore, from the results
of the organizations that provide these financial instruments. All of the Partnership's cash is held at major commercial
banks. The Partnership believes it mitigates its risks by depositing cash in or investing through major financial institutions.
The counterparty for the interest rate swap is the bank providing lending facilities which mitigates the risk.

13
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2. Financial risks (continued)

Price risk

The Partnership also incurs price risk in relation to fluctuations in the fair value of its interest rate swap and investment
property, both of which are categorised as Level 2 in the fair value hierarchy. The fair value of the interest rate swap is
determined by reference to the mark-to-market (MTM) valuation. The fair value of investment properties is determined by
the yield capitalization method of discounted cash flow analysis. It is required to classify fair value measurements using a
fair value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy
has the following levels:

i) Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

ii) i) Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (as prices) or indirectly {derived from prices) (level 2); and

iii) iii) Inputs for the asset or liability that are not based on observable market data (unobservable inputs) (level
3.
Liguidity risk

Liquidity risk arises from the Partnership’s management of working capital and the finance charges and principal
repayments on its debt instruments. It is the risk that the Partnership will encounter difficulty in meeting its financial
obligations as they fall due. The Partnership's policy is to ensure that it will atways have sufficient cash to allow it to meet
its tiabilities when they become due.

(All amounts in GBP) 3 months or less More than 3 months More than 1 year Total
and less than 1 year
Trade and other
receivables 912,081 432,127 670,211 2,014,348
Current liabilities
Trade and other
payables 671,053 - - 671,053
Payables to group - - - -
Non-Current
liabilities
Bank Facility - - 42,624,817 42,624,817
Drawdown
Taxes payable - - - -
Security Deposits R - 671,053 671,053
pavable
3. Revenue
2019 2018
£ £
Rental income 3,285.755 3.872.947
Service charge income 424,258 313,078
Other operating income/ {expense) 68.225 (39.240)
3,778,238 4,146,785

14
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4. Operating loss

This is stated afier charging

- For the statutory audit of the financial statements

- For tax services

‘Total auditors' remuneration

2019
£
23,360

23,360

2018
£
22,248

3,000

————

27248

The auditors’ remuneration fees for audit services were £23,360 for 2019 (£22,248 in 2018). Non-audit fees incurred to the
auditors in 2019, in respect of tax compliance services, amounted to nil (£5,000 in 2018).

5. Staff costs

The Partnership had no employees during the year ended 31 December 2019 (2G18: none).

6. Finance costs

Finance costs on bank loans
Amortization of loan issue costs

7. Investment property

Valuation as at 1 January
{l.085)/Gain on revaluation
Additions

Valuation as at 31 December

2019

£
1,193,601
68,382

1,261,983

2019

£
94,693,121
(8.554.911)

86,138.210

2018

£
1,155,010
98,330
1,253,340

2018
£
98,787,072
{4.130.906)
36,955
94,693,121

The Advisors' valuation of the investment property as at 31 December 2019 is £86,138,210. It was valued using the
discounted cash flow method of yield capitalization. The historical cost of the investment property is £42,559,872 (2018:

£42,559,872).

8. Trade receivables

Amounts owed by group undertakings
Tenant deposits

Trade receivables

Prepayments and accrued income

Unamortized lease incentives

Fair value of interest rate cap

2019

£
219,825
670.211
940,552
12,685
231.510

2,074,784

2018

£

165,629
1.137.174
521,641
46,862
565,744

2,437,050

15
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9. Current liabilities: amounts falling due within one year

Amounts owed to group undertakings

Other trade payables
Amount owed on mark-to-market of the swap
Accruals and deferred income

Interest payable on bank loans

Bank loans less issue costs

2019

128.251
1,364,235
972,886
224,492

2.689,864

10. Non-current liabilities: amounts falling due after more than one year

2018

219,405
665,798
1,228,527
224,588

2,338.318

Due within Due within Due after Due after
1-2years 2-5 years more than 5 years more than § years
Instalments Non-Instalments
2018
Bank loans less issue costs 42,556,435
Tenant deposits 1168371
2019
Bank loans less issue costs 42,624,817
Tenant deposits 671,053
2019 2018
£ £
Bank loans 43,000,000 43,000,000
Less: issue costs 375,183) (443,565)
42,624 817 42,556,435
Plus: tenant deposits 671.053 1.168.371
43,295,870 43,724,806

16
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10. Non-current liabilities (continued)

On 28th June 2013 the Partnership entered into a loan agreement {the “Agreement”) with Deutsche Pfandbriefbank AG for
£38,500,000. This loan attracted interest at 3 months LTBOR plus 2.2% margin. The loan was refinanced in July 2018, to
£43,000,000 for a seven-year term. This loan attracts a variable interest rate of 3 months LIBOR plus a 1.35% margin.
Interest accrued is paid quarterly on 23rd January, 23rd April, 23rd July and 23rd October in each year. Debt issuance
costs of £478,676 have been capitalized and are amortized over the period of 7 years; the current net book value is
£375,183. The bank loan is secured by a charge over the investment property. The general partner considers that the

carrying value of the loan approximates its fair value.
11. Partncrs' accounts
Partners’ Capital accounts

At 1 January 2018

Al 31 December 2019

Partners' Current accounts

At | January 2019
Loss for the financial year

At 31 December 2019

12, Related parties

Pembroke Grafton Pembroke Grafton GP Total

Office Sarl Limited o

£ £ £

5,530,183 126 5,530,309

2,930.183 126 2,930,309

Pembroke Grafton Pembroke Grafion GP Total
Office Sarl Limited

£ £ £

48,526,646 2501 48,529,147

(8.181,557) (422)  (8,181,978)

40,345,089 2079 40,347,169

In accordance with the Partnership Deed dated 16 February 2006, Pembroke Grafton GP Limited, as General Partner, is

entitled to 0.01% of any profits or losses of the Partnership.

In accordance with exemptions available under FRS 102, the Parinership has not disclosed details of certain transactions
and balances with group undertakings. Balances at year end held with related parties are however disclosed in notes 9 and

10 of the financial statements.

13. Notes to statement of cash flows

(1) Reconciliation of gross profit to net cash generated from operating activities

Gross Profit

(Increase)/Decrease in amortized lease incentives
(Increase)/Decrease in trade and other receivables
Increase/ (Decrease) in trade and other payables

Loss on mark to market of swap

2019

£
1.634,916

334,234
28,032
{231,635)

698,437

_—

2,463,564

2018

£
2,770,848

{133,512)
199.254

(12,239)

643,238

3,467.539
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13. Notes to statement of cash flows (continued)

(2) Analysis of changes in net debt

Cash
Bank loans

Interest Rate Swap MM

Total

14. Ultimate parent undertaking and controlling party

At 31 December

At | January 2019 Cash flows  Non-cash changes 2019
£ £ £ £

2,992,409 (1,942, 189) - 1,050,220

{43,000,000) - - (43,000,000)

{665,798) - (698.437) (1,364,235)

{40,673.389)  (1.942.189) (698,437) (43.314,015)

The Partnership's ultimate parent undertaking and controlling party is Horizon Real Estate Investors LLC ("Horizon"),
established in United States, which indirectly owns the Partnership's general partner, Pembroke Grafton GP Limited
(incorporated in the UK), and the Partnership's limited partner, Pembroke Grafion Office Sarl (incorporated in the Duchy

of Luxembourg).

15. Operating leases

The following table sets out the future minimum lease payments under non-cancellable operating leases due.

(All amounts in GBP) Within 1 year "a:::s‘:‘::nls”y‘:;r:“d Later than 5 years Total
2019 3.173.72 4,052,371 1,475,667 8,701,767
2018 3,731,798 11,708,016 . 15,439,814

There was no contingent rent recognized as income in 2019; all income is fixed.

The units of the investment property are leased to retail, office and residential tenants; all charges are fixed amounts and
the majority of tenants are charged on a quarterly basis.
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16. Post balance sheet events

CovViD-19

On January 30, 2020, the World Health Organisation declared the corenavirus (COVID-19) to be a public heaith
emergency. There are no comparable recent events which may provide guidance as to the effect of the spread of COVID-
19 and a potential pandemic, and, as a result, the ultimate impact of the COVID-19 outbreak or a similar health epidemic is
highly uncertain and subject to change. The full extent of potential delays or impacts on our busisiess, our operations or the
global economy as a whole is as yet unknown.

At this time, management has paid particular attention to the potential development and letting delays which may impact
an investment's value. Further, management evaluated the sensitivity of discount and capitalisation rates and, the most
significant principal assumptions underlying management’s estimations in determining the impact to the Level 3 fair value
of its investment properties.

For the year ended 31 December 2019, an increase in the discount rate and capitalisation rate by 50 basis points would
result in a decrease in value of the investments of £10.5m, At this stage, the General Partner does not believe there is a
need to alter its existing investment strategy as a result of these economic uncertainties. However, the effects could have
a material impact on the operations of the Fund, and the General Partner will continue to monitor the COVID-19 situation
closely.

The table below shows the sensitivity of the fair value of the investment property at 31 December to changes in
unobservable inputs to a reasonable alternative:

2019 Change in fair value
Fair value Unebservable input +25bps +50bps
£m £m £m
i t Rate & .
Investment property 86.1 C"Jalpsft‘;;:ati:n Rate (5.5) (10.5)

Note: Figures rounded to the nearest £000,000.

These amounts are not an estimate or a forecast of the impact of COVID19 on the Company's property value. The analysis
is designed solely to provide an indication of the impact of certain changes to the Company's property value.

New tenant

A new tenant has leased a unit in the invesiment property. It is a 10-year lease, commencing on 13th January 2020.
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