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AVIVA INVESTORS GR SPV3 LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their annual report and audited financial statements for the year ended 31 December 2021.

Principal activities and review of business
The principal activity of the Company is that of investment in ground rent properties. The portfolic has been performing in
line with expectation. There have been no significant additions or disposals in the year.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as follows:

Mr M Mcnkhouse
Mr A M Coles
Mr M Borello

Qualifying third party indemnity provisions

The directors have the benefit of an indemnity provision contained in the Company's Articles of Association, subject to
the conditions set out in the Companies Act 200G, This is a 'qualifying third party indemnity' provision as defined in
section 234 of the Companies Act 20086.

Aviva plc granted in 2004 an indemnity to the directers against liability in respect of proceedings brought by third parties,
subject to the conditicns set out in the Companies Act 1985 {which continue to apply in relation to any provision made
hefore 1st October 2007). The indemnity is a 'qualifying third party indemnity' for the purposes of sections 309A to 309C
of the Companies Act 1985. These qualifying third party indemnity provisions remain in force as at the date of approving
the Directors' Report by virtue of paragraph 15, Schedule 3 of The Companies Act 2006 {Commencement No. 3,
Consequential Amendments, Transitional Provisions and Savings) Order 2007.

Principal risks and uncertainties
The key risks arising in the Company are liquidity, interest rate, operational, credit, market, COVID-19 and Ukraine
Russia canflict risks which are discussed in more detail below.

Risk management pclicies
Approach 1o risk and capital management
The Company operates within the governance structure and priority framework of the Aviva Group (‘Aviva').

Management of financial and non-financial risks
The Company's exposure to different types of risk is limited by the nature of its business as follows:

(i) Liqusidity risk

Liquidity risk arises as a result of property assets being inherently illiquid. Liguidity risk is managed by ensuring that there
is always sufficient headroom available to meet the working capital requirements of the business. A liquidity risk table has
been set out in note 19.

(if) Interest rate risk
Interest rate risk arises as a result of the Company borrowing from its parent undertaking. Interest rate risk is managed by
the Company borrowing at a fixed rate of interest.

(iii) Operational risk

Operational risk arises as a result of inadequate or failed internal processes, people or systems; or from external events.
The Operational risk for the Company is managed by Aviva Invesiors UK Fund Services Limited (a subsidiary of Aviva
ple.), which manages and administers the Partnership’s investments in the Company. Details of the Aviva Group
approach to operational risk are set out in the financial statements of Aviva Investors UK Fund Services Limited.




AVIVA INVESTORS GR SPV3 LIMITED

DIRECTORS' REPORT (CONTINUED}
FOR THE YEAR ENDED 31 DECEMBER 2021

{iv) Credit risk

The Company does not have a significant exposure to credit risk as receivables are mainly short-term trading items and
related party receivables. The Company's investments are managed by agents who have responsibility for the prompt
collection of amounts due.

(v) Market risk

The Company's exposure to market risk takes the form of property valuations, which have a directimpact on the
company. The management of this risk falls within the mandate of Aviva Investers Global Services Limited, which makes
and manages investments on behalf of the Company.

(vi} COVID-19

On January 30, 2020, the World Health Grganisation ("WHQ'") declared the coronavirus (COVID-19) a public health
cmergeney, sherly followed by declaring a Global Pandemic on 11 March 2020. This had an unprecocdented impact on
economies and markets globally. On February 22nd 2022 the United Kingdom government lifted all remaining COVID-19
restrictions. The Directors will continue to monitor the COVID-19 situation closely and act accordingly to protect the
interests of investors.

(vii) Ukraine Russia Conflict

Following the escalation of the conflict between Ukraine and Russia in February 2022 and the related economic
sanctions imposed by various governments, the Directors is actively monitoring the situation and will assess any impact
as it is deemed to arise. The Directors recognises that the overall impact of the conflict may not yet be apparent and does
not underestimate the inevitable effect it will have on global financial markets, including any potential adverse impact on
the Company and its investment. As at the date of approval of these financial statements, based on its assessment of the
current situation and information available, the Director does not envisage that this will have a material impact on the
company.

Employees

The Company has no employees (2020: none).

Post balance sheet events

In a bid 1o resolve the building safety crisis, in January 2022 the Government reset its approach to building safety,
promising to protect leaseholders from the cost of remediating combustible cladding and other nor-cladding fire safety
works. On 14 February 2022, the Government published a set of further amendments to the Building Safety Bill that aim
to transfer the responsibility for building safety remediation costs on buildings aver 11 metres in height from leasehaolders
to the developer or freeholder, irrespective of the repairing obligations within lease agreements. The Bill, as drafted, sets
out that remediation {both cladding and non-cladding) of impacted buildings will be conducted or funded by the developer
responsible for the safety defects and the normal limitation period for liability will accordingly be extended from 6 to 30
years. The amendments propose that the liability will transfer to freeholders, via a ‘statutory waterfall’, in the event
developers fail to pay. The Bill, as currently drafted, would remove the rights of freeholders to recover all cladding and
non-cladding fire safety remediation costs from specifically identified leasehalder groups. Further amendments to the Bill,
which is in its final stages, remain possible.

As a result of the most recent announcement, the external valuer applied a ‘material valuation uncertainty’ ("MVU")
declaration {as per VPS 3 and VPGA 10 of the RICS Valuation — Global Standards} to the valuation reported as at 31
March 2022. Whilst we have continued to produce a net asset value for the Fund as at 31 March 2022, as a
consequence of the inclusion of the ‘material valuation clause’, less certainty and a higher degree of caution should be
attached to the valuation as at 31 March 2022 than would normally be the case. No such clause was included in the
external valuation reports as at 31 December 2021.
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Future developments
The directors have reviewed the activities of the business for the year and the position as at 31 December 2021.

Regulatory Updates

Lease Reforms (Ground Rent} Bill

A number of major proposals have been announced by the Govemment for residential ground rents including the
abolition of leasehold houses, setting new ground rents to a peppercorn and a review of the enfranchisement process.
During the second half of the year the Leasehold Reform (Ground Rent) Bill made progress through Parliament with
Royal Assent being given in February 2022, Whilst the removal of ground rent payments from residential leases and the
ban on leasehold houses are the primary changes to pass, there remains uncertainty around the detail on how
enfranchisement premiums will be calculated. This uncertainty delivered caution from investors, however a number of
transactions continued to complete which provided market evidence for valuation purposes.

Building Safety Bill

During the year the Government continued with its Building Safety Programme, established to ensure residents of high
rise buildings are safe now and in the future. This included the introduction of new building safety advisory guidance and
the provision of funding through the Building Safety Fund to assist in the cost of remediating unsafe cladding systems.
The business and its professional advisers continued to implement the guidance and applied for funding for buildings in
the portfolio where fire safety works were identified following intrusive surveys and where the Fund is the responsible
entity for this work. Final details of the legislation for fire and building safety in multi-storey residential buildings remained
unclear as the Building Safety Bill continued to progress through Parliament.

On 14 February 2022, the Government proposed a set of further amendments to the Building Safety Bill that aim to
transfer the respansibility for building safety remediation costs on buildings over 11 metres in height from leaseholders to
the developer or freeholder, irrespective of the repairing obligations within lease agreements. The Bill, as drafted, sets out
that remediation {both cladding and non-cladding) of impacted buildings will be conducted or funded by the developer
responsible for the safety defects and the normal limitation period for liability will accordingly be extended from 6 te 30
years. The amendments propose that the liakility will transfer to freeholders, via a 'statutory waterfall’, in the event
developers fail to pay. The Bill, as currently drafted, would remove the rights of freeholders to recover all cladding and
nen-cladding fire safety remediation costs from leaseholders

Investment property Valuation

During 2021 the Fund’s third party valuer has applied an illiquidity disceunt to buildings that require fire safety
remediation works. As a result of the most recent announcements, in March 2022 the valuer has advised that there is
currently ‘material valuation uncertainty’ (as per VPS 3 and VPGA 10 of the RICS Valuation — Global Standards) for
certain residential ground rent assets in the portfclio. Whilst we have continued to produce a net asset value for the Fund
as at 31st March 2022, consequently, less certainty and a highar degree of caution should be attached to the valuation
than would normally be the case.

Going concern

At the balance sheet date the company had net current liabilities of £3,213,495 (2020: £3,110,216}. This is driven by the
intercompany borrowings with the parent of £2,988,778 (2020: £2,988,778} and other creditor balances. The directors
have received confirmation via a letter of support that Aviva Investors REaLM Ground Rent Limited Partnership intends to
support the company to enable it to meet its obligations as they fall due and Aviva Investors Ground Rent Heldeo Limited
will not seek repayment of part or all of the amount loaned to this company, where to do so would place this company in
an insolvent position.

Independent Auditors
PricewaterhouseCoopers LLP (“PwC") have indicated their willingness to continue in office and a resolution to consider
their appointment will be proposad at the board meeting of the General Partner.




AVIVA INVESTORS GR SPV3 LIMITED

DIRECTORS' REPORT (CONTINUED}
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Statement as to disclosure of information to auditors
Each perscn who was a director of the Company on the date that this report was approved, confirms that:

(a). so far as the director is aware, there is no relevant audit information, being information needed by the auditors in
connection with preparing their report, of this the auditors unaware; and

(b). each director has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and 1o establish that the auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the Companies
Act 20086.

Statement of directors’ responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicabls
law and regulation.

Company law requires the directers to prepare financial statements for each financial year. Under that law the directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdormn Accounting Standards, comprising FRS102 "The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law).

Under company law, directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing the
financial statements, the directors are required to:

. select suitable accounting policies and then apply them censistently;
. state whether applicable United Kingdom Accounting Standards, comprising FRS102, have been followed,
subject to any material departures disclosed and explained in the financial statements;
make judgements and accounting estimates that are reasonable and prudent; and
. prepare the financial statements on the going concern hasis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting records that are sufficient to show and explain the
company's fransactions and disclose with reasonable accuracy at any time the financial position of the company and

ble them to ensure that the financial statements comply with the Companies Act 2006.
?‘H?s reportrﬂas geen prepareg inaccordance w?tﬂ the prg\xsions app icgg?e to companies entitled to the small companies

exemption in section 415A of the Companies Act 2006. A strategic report has not been included in these audited financial
statements as the Company qualifies for exemption as a small entity under Section 414B of the Companies Act 2008
relating to small entities.

On behalf of the board

Mr A M Coles
Director

10 June 2022




AVIVA INVESTORS GR SPV3 LIMITED

INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF AVIVA INVESTORS GR SPV3 LIMITED

FOR THE YEAR ENDED 31 DECEMBER 2021

Report on the audit of the financial statements

Opinion
In cur opinion, Aviva Investors GR SPV3 Limited’s financial statements:

give a true and fair view of the state of the company’s affairs as at 31 December 2021 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
b4 have been prepared in accordance with the requirements of the Companies Act 2006,

We have audiled the financial statements, included within the Annual Repart and Financial Statements (the “Annual Report”), which comprise: the
Statement of Financial Position as at 31 December 2021; the Statement of Comprehensive Income and the Statement of Changes in Equity for the
year then ended; and the notes to the financial statements, which include a desciption of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards en Auditing {UK} ("ISAs (UK)Y'} and applicable law. Our responsibilities under
ISAs (UK) are further descrbed in the Auditors’ responsibilities for the audit of the financial statements seclion of our report. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a hasis for our opinion.

Independence

We remained ndependent of the company in accordance with the ethical requirements that are relevant to our audit of the financial statements in
the UK, which includes the FRC's Ethica Slandard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have nct identified any material uncertaintiss relat ng to events or conditicns that, individually or
collectively, may cast significant doubt on the company’s ability to continue as a geing concern for a period of at least twelve months from when the
financial statements are authorised for issue.

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

However, because not all future events or conditions can be predicied, this conclusion is not a guarantee as to the company's ability to continue as a
going concern.

Qur responsibilities and the respongibilitizs of the directors with respect to going concern are described in the relevant sections of thie report.

Renstingonm pihesipiarsnathars information in the Annual Report other than the financial statements and our auditors’ report thereon. The
directers are respensihle fo- the other information. Our opinion en the financial statements does net cover the other infermation and, accordingly, we
do not express an audit opinion or, except to the extent otherwise explicitly stated in this repont, 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 1o 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 fo report
hased on these responsihilities.

With respect to the Directors' Report,, we also considered whether the disclosures required by the UK Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters as
described below.
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INDEPENDENT AUDITORS' REPORT {CONTINUED)
TO THE MEMBERS OF AVIVA INVESTORS GR SPV3 LIMITED

FOR THE YEAR ENDED 31 DECEMBER 2021

Director's Report
In our opinion, based on the work undertaken in the course of the audit, the information given in the Directars’ Report, for the year ended 31
December 2021 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.

ResRensinilitiesfonthadinancial statemants-ansithe audit

As explained mere fully in the Statement of directors' responsibilties in respect of the financial statements, the directors are 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
directers are slso responsible for such internal contro as they determine is necessary to enaole the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the financial statements

Cur objectives are to obtain reasonable assurance about whether the financial stalements as a whole are free from mgierial misstaizment, 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 tha: an audit conducted in accordance with 1I5As (UK) will always detecl a material misstatement when it exists. Misstatements can arise
from fraud or error and are ¢onsidered material if, individually or in the aggregate, they could reasonably be expected 1o influenca the economic
decisions of users taken on the basis of these financial statements.

Irreguiarities, including fraud, are instances of nan-compliance with laws and regulations. YVe design procedures in line with our responsibilities,
outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which our precedures are capable of
detecting irregularities, including fraud, is detailed below.

Based on cur understanding of the company and industry, we identified that the principal risks of non-compliance with laws and regulations related
to the Companies Act 2008, and we considered the axtent to which non-compliance might have a material effect on the financial statements. We
evaluated management’s incentives and opportunities for fraudulent manipulation of the ‘inancial statements (including the risk of override of
controls), and determined that the principal risks were related to posting inappropriate journal entries to revenus and management bias in
accounting estimates and judgemental areas of the financial statements such as valuation of investment property. Audit procedures performed by
the engagement team included:

®* Discussions with management, including consideration of known or suspected instances of nen compliance with laws and regulation and
fraud:

®* Reviewing relevant Board meeting minutes;

®* ldenti‘'yving and tesling journal entries, in particular any journal entries posted with unusual account combinations, entries pested containing
unusual account descriptions, and entries posted with unusual amounts:

* Designing audit procedures to ircorporate unpredictability around the nature, timing or extent of our testing;

* Challenging assumptions and judgements made by management in their significant accounting estimates in relation to the fair value of
investment property including involving our valuations experts in the audit of this area.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance with laws
and regulations that are not closely related to events and transactions reflected in the financial statements. Also, the risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, ‘or
example, forgery or intentional misrepresentations, or through collusion.

A further description of our responsibiliies for the audit of the financial slalements is localed on the FRC's website at:
www frc.org uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This repont, including the cpinions, has been preparec for and only for the company’s membe-s as a body in accordance with Chapter 3 of Part 16 of
the Companies Act 2006 and for no other purpose, We do not, In giving these opinions, accept or assume respensibility for any cther purpose or to
any cther person to whom this report is shown or into whose hands it may come save where expressly agreed by our prier consent in writing.
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TO THE MEMBERS OF AVIVA INVESTORS GR SPV3 LIMITED

FOR THE YEAR ENDED 31 DECEMBER 2021

Other required reporting
Companies Act 2006 exception reperting
Under the Companies Act 2006 we are required to report to you if, in cur apinion:

®* we have not obtained all the information and explanations we require for our audit; or

* adequate accounting records have not been kept by the company, or returns adequate for cur audit have nol 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 te exemptions

Under the Companies Act 2006 we are required to report to you if, in our opinion, the directors were nat entitled to: take advantage of the small
companies examption in preparing the Directors’ Regort,; and take advantage of the small companies exemption from preparing a strategic report.
We have no exceptions to report arising from this responsibility.

Thomas Norrie {Senior Statutory Auditor)

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

10 June 2022




AVIVA INVESTORS GR SPV3 LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

2021

Note £

Turnover 229,930
Administrative expenses (129,780)
QOther operating income -
Changes in fair value of investment properties 5 (226,102)
Operating loss 6 {125,952)
Interest payable and similar expenses 7 (179,327)
Loss before taxation (305,279)
Tax on loss 8 (88,376)
Loss for the financial year (393,655)
Other comprehensive income -

Total comprehensive expense for the year (393,655)

Continuing Operations

2020
£

230,639
(90,329)
112,147
(289,000)
(36,543)
{179,327)
(215,870)

2,838

{213,032)

(213,032)

All amounts reported in the Statement of Comprehensive Income for the year ended 31 December 2021 and 31

December 2020 relate to continuing operations.

The notes on pages 12 to 25 form part of these financial statements

-9-




AVIVA INVESTORS GR SPV3 LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2021

Note
Fixed assets
Investment properties 9
Current assets
Debtors 10
Creditors: amounts falling due within one
year
Amounts owed to parent undertaking 11
QOther creditors 12
Net current liabilities
Total assets less current liabilities
Provisions for liabilities
Deferred tax liability 13

Net assets

Capital and reserves
Called up share capital 14
Retained earnings

Total shareholders' funds

2021

119,706

(2,988,778)
(344,423)

(3,333,201)

(528,150)

6,173,000

(3.213,495)

2,952,506

(528,150)

2,431,365

996,259

1,435,086

2,431,355

2020

151,543

(2,988.778)

(272,981)

(3,261.759)

(439,774)

6,375,000

(3.110,216)

3,264,784

(439,774)

2,82510

996,259

1,828,751

2,825,110

The financial statements were approved by the board of directors and authorised for issue on 10 June 2022 and are

signed on its behalf by:

Mr A M Coles
Director

Company Registration No. 06654618

The notes on pages 12 to 25 form part of these financial statements

-10 -




AVIVA INVESTORS GR SPV3 LIMITED

STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Balance as at 1 January 2020
Total comprehensive expense for the financial year

Balance as at 31 December 2020

Balance as at 1 January 2021
Total comprehensive expense for the financial year

Balance as at 31 December 2021

Called up shareRetained earnings Total shareholders’

capital funds

£ £ £

996,259 2,041,783 3,038,042
(213.032) (213.032)

996,259 1,828,751 2,825,010

996,259 1,828,751 2,825,010
(393,655) (393,655)

996,259 1,435,096 2,431,365

The notes on pages 12 to 25 form part of these financial statements

11 -




AVIVA INVESTORS GR SPV3 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

1 Company information
Aviva Investors GR SPV3 Limited ("The Company") maintains a portfelio of investment in ground rent properties in
the UK.

The company is a private company limited by shares and is incorporated and domiciled in England. The address of
its registered office is Mainstay, Whittington Hall, Whittington Road, Worgester, WR5 2ZX.

2 Statement of compliance
The financial statements of the Company have been prepared in compliance with United Kingdom Accounting
Standards, including Financial Reporting Standard 102, The Financial Reporting Standards applicable in the United
Kingdom and the Republic of Ireland {("FRS 102"} and the Companies Act 2006.

3 Accounting policies
The principal accounting pelicies are summarised below. They have all been applied consistently throughout the
year and the preceding year.

3.1 Basis of preparation
The financial statements have been prepared under the historical cost convention as modified by the revaluation of
investment properties measured at fair value through prefit and loss, in compliance with UK accounting standards
including Financial Reporting Standard 102 {"FRS 102"}, the Financial Reporting Standards applicable in the United
Kingdom and Republic of lreland, and the Companies Act 2006,

The financial statements are prepared in GBP sterling, which is the functional currency of the company. Monetary a
mounts in these financial statements are rounded to the nearest pound.

The preparation of financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Company's accounting policies. Changes in
assumptions may have a significant impact on the financial statements in the period the assumptions changed.
Management believes the underlying assumptions are appropriate. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in note 4.

3.2 Going concemrn basis
At the balance sheet date the company had net current liabilities of £3,213,495 (2020: £3,110,216). This is driven
by the intercompany borrowings with the parent of £2,988,778 (2020: £2,988,778) and other creditor balances. The
directors have received confirmation via a letter of support that Aviva Investors REaLM Ground Rent Limited
Partnership intends to support the company to enable it to meet its obligations as they fall due and Aviva Investors
Ground Rent Haoldco Limited will not seek repayment of part or all of the amount loaned to this company, where to
do s¢ would place this company in an insolvent position.

3.3 Turnover
Leases, where the lessor retains substantially all of the risks and rewards of ownership, are classified as operating
leases. Receipts as lessors under operating leases (net of any incentives given to the lessee} are credited to the
Statement of Comprehensive Income. If the impact of straight-lining is material the income is amortised over the
lease term. Turnover represents amounts receivable from ground rents and other services, in all cases excluding
value added tax, and all in the UK. Ground rent and other receivables are recognised on an accruals basis in the
Statement of Comprehensive Income, over the period to which the income relates.

12 -




AVIVA INVESTORS GR SPV3 LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3

3.4

3.5

Accounting policies {Continued)

Investment properties

Properties that are held for long-term rental yields or for cagital appreciation or both, and that are not cccupied by
the Group are classified as investment properties. Investment properties comprise freehold land and buildings, and
long leasehold land and buildings.

Investment properties are initially recorded at cost, including related transaction costs. Transaction costs include
property transfer taxes, professional fees and initial leasing commissions to bring the property to the condition
necessary for it 1o operate in the manner intended by the Group. Subsequent expenditure on major renovation and
development of investment properties is capitalised at cost. The cost of maintenance, repairs and minor
improvement are expensed when incurred.

After initial recognition, investment properties are carried at fair value. Gains or losses arising from ¢changes in the
fair values are included in the Statement of Comprehensive Income in the year in which they arise under “Net
change in fair value of investment properties”.

Investment properties are derecognised when they have been disposed of or permanently withdrawn from use and
no future economic benefit is expected from its disposal. Any gains or losses on the retirement or disposal of
investment properties are recognised in the Statement of Comprehensive Income in the year of retirement or
disposal.

Gains or losses on the disposal of investment properties are determined as the difference between net disposal

proceeds and the carrying value of the asset in the previous full period financial statements.
Loans and borrowings

Borrowings are recognised at the fair value of the consideration received net of transaction costs incurred.
Borrowings are subsequently stated at amortised cost; any difference between tha proceeds (net of transaction
costs} and the redemption value is recognised as a finance expense in the Statement of Comprehensive Income.

Borrowings are classified as current liabilities in the financial statements unless the Company has an unconditional
right to defer the settlement of the liability for at least twelve months after the reporting date.

-13 -




AVIVA INVESTORS GR SPV3 LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.6

Accounting policies {Continued)

Financial instruments
The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.

i. Financial assets
Financial assets are recognised when the Company becomes a party to the contractual provisions of the
instrument.

Basic financial assets, including debtors, are initially recognised at transactian price, unless the arrangement
constitutes a financing transaction, where the transaction is measured at the present value of the future receipts
discounted at a market rate of interest.

At the end of each reporting period financial assets measured at amortised cost are assessed for objective
evidence of impairment. If an asset is impaired the impairment loss is the difference between the carrying amount
and the present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in the statement of comprehensive income.

If there is decrease in the impairment loss arising from an event occurring after the impairment was recognised, the
impairment is reversed. The reversal is such that the current carrying amount does not exceed what the carrying
amount have been had the impairment not previously been recognised. The impairment reversal is recognised in
the statement of comprehensive income.

Other financial assets are initially measured at fair value, which is normally the transaction price. Such assets are
subsequently carried at fair value and the changes in fair value are recognised in the statement of comprehensive
income.

Financial assets that are classified as receivable within one year are measured al the undiscounted amount of the
cash or other consideration expected to be received, net of impairment.

Financial assets are derecognised when (a} the contractual rights to the cash flows from the asset expire or are
settled, or {b) substantially all the risks and rewards of the ownership of the asset are transferred to another party or
{c) despite having retained some significant risks and rewards of ownership, control of the asset has been
transferred to another party who has the practical ability to unilaterally sell the asset to an unrelated third party
without imposing additional restrictions.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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3.6

a7

Accounting policies {Continued)
Financial instruments (continued}

ii. Financial liabilities
Financial liabilities are recognised when the Company becomes a party to the contractual provisions of the
instrument.

Basic financial liabilities are initially measured at transacticn price (including transaction costs).

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.Debt
instruments that are classified as payable within one year and which meet the above conditicns are measured at
the undiscounted amount of the cash or other consideration expected to be paid, net of impairment.

Other debt instruments not meeting these conditions are measured at amortised cost, using the effective interest
rate method.

Iinancial liabilities are derecognised only when the obligation specified in the contract is discharged, is cancelled or
expires.

iii. Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is a
legally enforceable right to set off the recognised amounts and there is an intention to setlle on a net basis or te
realise the asset and settle the liability simultaneously.

Financial instruments disclosure exemption

The Company has taken advantage of the exemption, under FRS 102, from disclosure of its financial instruments,
cn the basis that it is a qualifying entity and the Company's financial instruments are disclosed within the
consalidated financial statements of its parent entity, Aviva Investors REaLM Ground Rent Limited Partnership.

Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary shares
or oplions are shown in equity as a deduction, net of tax, frcm the proceeds.
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3.3

3.9

Accounting policies {Continued)
Taxation

Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to taxation
authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted by the balance sheet date. Management periodically evaluates positions taken in tax returns with respect to
situations in which the applicable tax regulations are subject to interpretation and establishes provisions where
appropriate.

Deferred tax
Deferred tax is provided in full, using the liability method on all temporary differences at the balance sheet date
between the tax bases of assets and liahilities and their carrying amounts for financial reporiing purposes.

Deferred tax assets are recognised only to the extent that itis probable that taxable profit will be available against
which deductible temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected te apply to the year when the
asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or substantively
enacted at the balance sheet date.

Deferred tax relating to items recognised directly in changes in equity is recognised in the Statement of Changes in
Equity and not in the Statement of Comprehensive Income.

Related party transactions

The Company discloses transactions with related parties which are not wholly owned within the same Group.
Where appropriate, fransactions of a similar nature are aggregated unless, in the opinion of the directors, separate
disclosure is necessary to understand the effect of the transactions on the Company financial statements.

The Company has taken advantage of the exemption, under FRS 102, from disclosure of transactions with related
parties who are wholly owned within the same Group. The Group includes the Company, its parent undertakings
and its fellow subsidiary undertakings.

Cash flow statement

The Company has taken advantage of the exemption, under FRS 102 1.12(b), from preparing a statement of cash
flows, on the basis that it is a qualifying entity and the Company's cash flows are included within the consolidated
statement of cash flows of its parent entity, Aviva Investors REaLM Ground Rent Limited Partnership.

Strategic report and Directors’ report

A strategic report has not heen included in these audited financial statements as the Company qualifies for
exemption as a small entity under Section 414B of the Companies Act 2006 relating to small entities. The Directors'
report has been prepared with reduced disclosures in accordance with the provisions applicable to companies
entitled to the small companies exempticn in section 415A of the Companies Act 2006.

Administrative expenses
Administrative expenses include all costs not directly incurred in the operation of the Company's portfolio. This
includes administration, finance and management expenses which are recognised on an accruals basis.
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3

313

4.1

Accounting policies {Continued)

Interest payable and similar expenses
Interest payable on loans is charged to the Statement of Comprehensive Income using the effective interest rate
(EIR) method.

Critical accounting estimates and judgements

The preparation of the Company's financial statements requires the directors to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the disclosure of
cantingent liabilities, at the reporting date. The estimates and associated assumptions are based on historical
experience, expectations of future events and other factors that are considered to be relevant. However, uncertainty
about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of the assets or liabilities affected.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisicns to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Critical accounting estimates and assumptions
The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are outlined below.

a. Investment properties
The fair value of investment properties is determined by using valuation techniques. For further details of the
judgments and assumptions made, see note 9.
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FOR THE YEAR ENDED 31 DECEMBER 2021

5 Changes in fair value of investment properties

2021 2020
£ £
Changes in fair value of investment properties (226,102) (289,000)
The change in fair value of investment properties is also reflected in note 9.
6 Operating loss
201 2020
Operating loss for the financial year is stated after charging: £ £
Fees payable to the company's auditors for the audit of the company's financial
statements 16,888 11,120
During the year no non-audit fees were paid to statutory auditors (2020: £Nil).
The Company did not have any employees during the current year or previous year.
The directors received no emoluments for services to the Company for the year (2020: £Nil}.
7 Interest payable and similar expenses
2021 2020
£ £
Loan interest payable to parent undertaking 179,327 179,327
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8

Tax on loss

2021 2020

£ £

UK corporation tax on loss for the current year - -
Total UK current tax - -
Deferred tax
Crigination and reversal of timing differences (50,499) (54,210)
Effect of tax rate change on cpening balance 138,875 52,072
Total deferred tax 88,376 (2,838)
Total tax chargel{credit) 88,376 (2,838)
Reconciliation of total tax charge/{credit) included in statement of comprehensive income.
The tax assessed for the year is higher (2020: higher) than the standard rate of corporation tax in the UK. The
difference is explained below:

2021 2020

£ £

Loss before taxation (305,279) (215,870)
Expected tax credit based on the standard rate of corporation tax in the UK of
19.00% (2020: 12.00%) (58,003) (41,015)
Tax effect of expenses that are not deductible in determining taxable profit 4,580 58,012
Tax effect of income not taxable in determining taxable profit - (54,910)
Remeasurement of deferred tax - change in UK tax rate 125,756 52,072
Group relief 15,043 (16,997)
Movement in deferred tax unrecognised 1,000 -
Taxation charge/(credit) for the year 88,376 (2,838)

During 2021 the UK Government enacted an increase in the UK corporation tax rate to 25%, from 1 April 2023. This
revised rate has been used in the calculation of the Company's deferred tax liabilities as at 31 December 2021 and

increased the Company’s deferred tax liabilities by £126,756.

During 2020, the reduction in the UK corporation tax rate that was due to take effect was cancelled, and as a result,
the rate remained at 19%. This rate was used in the calculation of the Company's deferred tax assets and liabilities

as at 31 December 2020 and increased the Company’s deferred tax liabilities by £46,292.

The Company also has unrecognised temporary differences of £16,655 (2020: £16,655) to carry forward indefinitely

against future taxable income. This comprises £16,655 in relation to the Corporate Interest Restriction.
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9

Investment properties

2021 2020
£ £
Fair value
At 1 January 6,375,000 6,664,000
Revaluations (226,102) (289,000)
Other changes 24,102 -
At 31 December 6,173,000 6,375,000
Carrying value
At 31 December 6,173,000 6.375,000

The historical cost of the investment properties as at 31 December 2021 was £4,084,508 (2020: £4,060,405). The
investment properties were valued at fair value, in accordance with the Appraisal and Valuation Manual of The
Roval Institution of Chartered Surveyors, as at 31 December 2021 by CB Richard Ellis Limited, professionally
qualified chartered surveyors. The valuer has significant experience in the locaticn and class of the investment
properties heing valued.

Valuation at 31 December is represented hy:

2021 2020
£ £

Valuation of freehold properties 6,173,000 6,375,000

Significant assumptions used in valuation:

The valuations performed by the independent valuer for financial reporting processes have been reviewed by the
Fund Manager. Discussions of valuation processes and results are held between the Fund Manager and the
independent valuers at least once every quarter. At each year end, the Fund Manager:

* Verifies all major inputs to the independent valuation report
® Assesses property valuation movements when compared to the prior year valuation report
* Holds discussions with the independent valuer

Investment proparties are valued by using the investment method which involves applying capitalisation yields to
current and estimated future ground rent income streams. The capitalisation yields applied are based on
comparable market fransactions, reflecting the length of lease ferms and the review method and frequency, using
the valuers' professional judgement and market observation. Other factors taken into account in the valuations
include whether the freeholder is responsible for management or the insurance of the property. The tenure of the
property, tenancy details, trading information (commercial ground rents) and any other known factors, including
building safety matters that require remedial works (following the Governments new advice issued in January 2020)
are also taken into consideration by the valuers, together with any other information provided by the General
Partner which is derived from the Company’s financial and preperty management systems and is subject to the
Company’s overall control environment.
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10

Investment properties {Continued)

A number of major legislative changes announced by Government for residential ground rents continued 1o
progress through Parliament during 2021. This included the Leasehold Reform (Ground Rent) Bill which has set
out to abolish leasehold houses, set new ground rents to a peppercorn and introduce changss to the
enfranchisement process. In addition, Government has continued to progress the Building Safety Bill with the key
objective to deliver remediation to buildings over 11 metres with unsafe cladding and non-cladding fire safety
defects. The responsibility for funding and remediating these buildings have remained unclear whilst the
Government announced its intention to make a substantive overhaul by way of the introduction of further
amendments in 2022.

During 2021 and at the year end, the Fund's third party valuer has applied an illiquidity disccunt” to buildings that
require fire safety remediation works.

* The valuations do not reflect remediation costs where the Fund will have to pay, (which they should, if the costs
wera known), but do apply an illiquidity discount to properties that could he affected, reflecting the fact that the
marketability of these assets will be negatively impacted.

The Company invests in real estate long income and whilst not immune from the challenges likely to be presentad
to the wider market, should be well positioned compared to traditional real estate because of its focus on long-term
contractual cashflows io strong tenant counterparties.

The table below shows the results of Management’s evaluation of the sensitivity of the Level 3 fair value of
investment properies at 31 December {c changes in unobservable inputs to a reasonable alternative.

2021 Change in fair value
Fair value Unobservable input +25bps +50bps

Invastment property £6,173,000 Equivalent vield (2393,800) (£739,000)

These amounts are not an estimate or a forecast of the Partnership's property value. The analysis is designed
solely to provide an indication of the impact of certain changes to the Partnership's property value. The directors
have considered the impact as at 31 December 2021 and conclude the fair value of investment properties in the
financial statements is not subject to any form of valuation uncertainty clause and is appropriate.

Debtors

201 2020
Amounts falling due within one year: £ £
Trade debtors 45,072 92,307
Other debtors 69,047 57,412
Prepayments and acerued income 4,887 1,824

118,706 151,543
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11 Amounts owed to parent undertaking

Loan from parent undertaking

The loan from parent undertaking is unsecured, bears interest at 6% per annum and is repayable on demand.

12 Other creditors

Amounts owed 1o parent underiaking
Other creditors
Accruals and deferred income

Amounts owed to parent undertakings are unsecured, interest free, have no fixed date of repayment and are

repayable on demand.

13 Deferred taxation

The following are the major deferred tax liabilities recognised by the company and movements thereon:

Balances:

Revaluation of investment properties

Movements in the year:

Liability at 1 January
Charge/(credit) to profit or loss

Liability at 31 December

2021 2020
£ £
2,988,778 2,988,778
2021 2020

£ £

201,367 117,905
19,431 52,825
123,625 102,251
344,423 272,981
Liabilities Liabilities
2021 2020

£ £

528,150 439,774
2021 2020

£ £

439,774 442,512
88,376 (2,338)
528,150 439,774

Deferred tax assels are recognised to the extent that it is probable that fulure taxable profits will he available

against which the temporary differences can be utilised.
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14

15

16

17

Called up share capital

2021 2020
£ £
Authorised ordinary share capital
Issued and fully paid
9,962,593 (2020: 9,962,593) Ordinary shares of 10p each 996,259 996,259
996,259 996,259

Operating lease commitments

The company had the following minimum lease receivables under non-cancellable operating leases:

2021 2020

£ £

Within one year 227,067 227,067
Between two and five years 908,268 908,268
In over five years 57,029,571 57,256,638

58,164,906 58,391,973

Contingent liabilities and capital commitments
There were no contingent liabilities or capital commitments at the balance sheet date (2020: £nil).
Events after the reporting financial year

In a bid to resclve the building safety crisis, in January 2022 the Government reset its approach to building safety,
promising to protect leaseholders from the cost of remediating combustible cladding and other non-cladding fire
safety works. On 14 February 2022, the Government published a set of further amendments to the Building Safety
Bill that aim to transfer the responsibility for building safety remediation costs on buildings over 11 metres in height
from leaseholders to the developer or freeholder, irrespective of the repairing obligations within lease agreements.
The Bill, as drafted, sets out that remediation {both cladding and non-cladding) of impacted buildings will be
conducted or funded by the developer responsible for the safety defects and the normal limitation period for liability
will accordingly be extended from 6 to 30 years. The amendments propose that the liability will transfer to
freeholders, via a ‘statutory waterfall’, in the event developers fail to pay. The Bill, as currently drafted, would
remove the rights of freeholders to recover all cladding and non-cladding fire safety remediation costs from
specifically identified leaseholder groups. Further amendments to the Bill, which is in its final stages, remain
possible.

As a result of the most recent anncuncement, the external valuer applied a ‘material valuation uncertainty’ ("MVU")
declaration (as per VPS 3 and VPGA 10 of the RICS Valuation — Global Standards} to the valuation reported as at
31 March 2022. Whilst we have continued to produce a net asset value for the Fund as at 31 March 2022, as a
consequence of the inclusion of the 'material valuation clause’, less certainty and a higher degree of caution should
be attached to the valuation as at 31 March 2022 than would normally be the case. No such clause was included in
the external valuation reports as at 31 December 2021.
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18  Ultimate parent company

The General Partner of the Aviva Investors REaLM Ground Rent Limited Partnership is the Aviva Investors Ground
Rent GP Limited, a company incorporated in Great Britain and registered in England and Wales.

The Company's immediate parent undertaking is the Aviva Investors Ground Rent HoldCo Limited and its ultimate
parent undertaking is Aviva Investors REaLM Ground Rent Unit Trust, which is registered in Jersey.

The Aviva Investors REaLM Ground Rent Limited Partnership, which indirectly has 100% interest of the Company,
is both the largest and the smallest group of undertakings to consolidate these financial statements at 31 December
2021. The consolidated financial statements of Aviva Investors REaLM Ground Rent Limited Partnership are
available en application to:

Aviva Company Secretarial Services Limited
St Helen's

1 Undershaft, London

EC3P 3DQ
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