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Q3 progress towards full year forecast

MedicX Fund has reported steady portfolio and rental growth in Q3 with no
surprises. The fund offers a good yield (c 7%) generated from a broad
portfolio of long-dated leases in primary care infrastructure with quasi-
government underlying risk. Earnings growth and cover on the
progressive dividend are benefitting through the balance of this year and
next from the deployment of equity raised in October 2013 and reduced
debt costs. Octopus Capital's agreed acquisition (subject to regulatory
approval) of MedicX Group, owner of the Investment Adviser to the fund,
should have little impact on the fund; existing management will remain in
the same roles.

Year Revenue ~ PBT*  EPS* DPS  Yield NAVishare Allin NAV/ DCF
end (Em) (Em) (p) (p) (%) (p)!  share (p)2 (py?
09/12 16.6 56 24 56 6.9 63.7 64.3 88.2
09/13 255 9.7 37 5.7 7.0 63.1 69.4 97.0
09/14e 294 101 3.0 58 74 64.7 68.4 N/A
09/15e 344 134 38 59 7.2 64.8 685 NIA

Note: *PBT and EPS are normalised, excluding intangible amortisation, asset revaluations,
performance fees, exceptional items and share-based payments. 'Excluding goodwill,
deferred tax and mark-to-market adjustments. %Including adjustment for mark-to-market
valuation of long-term, fixed-rate debt. ®Investment Adviser’s DCF.

Continued portfolio and rental growth...

Other than minor adjustments to the share count our estimates are essentially
unchanged. During the quarter, MedicX has committed £16.9m to four further
properties. Three of these are under construction (taking the total to six, all due to
complete within the next 12 months). Three smaller non-core properties were sold
for £4.3m in June. Our forecasts include a net £35m of portfolio additions in H2 as
a whole, and ¢ £100m pa after that. Eighteen leases (rents of £1.0m) have been
reviewed, achieving the equivalent of a 1.81% pa increase (1.74% on open market
reviews and 3.27% on RPI linked). MedicX continues to believe that upwards
pressure on construction costs will lift open market rent reviews.

...and capital value gains

The portfolio was valued at £494.5m at the end of June, on the basis that all
properties were complete. A slight reduction in the net initial yield (from 5.75% to
5.73% in March) generated a capital value uplift of £0.9m, before a £0.1m write-off
of purchase costs. The portfolio yield remains well ahead of the 4.45% weighted
average cost of debt. June NAV per share was 64.8p or 67.8p including the mark to
market on fixed rate debt.

Valuation: Dependable yield

The fund offers a prospective yield of 7.1% with a progressive dividend policy;
cover is temporarily reduced due to the successful equity raise but should increase
through 2015 and income predictability is high. The investment adviser’s DCF value
per share for these predictable cash flows (discount rate 7.05%, a 3.6% risk
premium over 20 year gilts) is 91.9p.
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Business description

MedicX Fund is a specialist investor in primary care
infrastructure. It holds a portfolio of 134 properties
(including those under construction), let mainly to
government-funded (NHS) tenants (90%) and
pharmacies on GP surgery sites (8%).
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Exhibit 1: Financial summary

Year end 30 September 2011 2012 2013 2014e 2015e
PROFIT & LOSS

Revenue 12,474 16,633 25,537 29,357 34,433
Cost of Sales (214) (283) (413) (619) (585)
Gross Profit 12,260 16,350 25,124 28,739 33,848
EBITDA 9,011 12,694 20,616 23,465 27,737
Operating Profit (before GW and except.) 9,011 12,694 20,616 23,465 27,737
Intangible Amortisation 0 0 0 0 0
Revaluation of investment properties 3,409 (2,269) 248 6,882 7,329
Investment advisory performance fee / loss on disposal of property (808) (646) (240) (859) 0
Operating Profit 11,612 9,779 20,624 29,488 35,067
Net Interest (4,957) (7,138) (10,959) (13,321) (14,372)
Profit Before Tax (norm) 4,054 5,556 9,657 10,144 13,365
Profit Before Tax (FRS 3) 6,655 2,641 9,665 16,167 20,694
Deferred tax on fair value movements in property values 665 0 (161) 0 0
Profit After Tax (norm) 4,054 5,554 9,656 10,144 13,366
Profit After Tax (FRS 3) 7,320 2,641 9,504 16,167 20,694
Average Number of Shares Outstanding (m) 170.5 2294 2634 343.0 3554
EPS - normalised (p) 24 24 3.7 3.0 3.8
EPS - normalised fully diluted (p) 24 24 37 3.0 38
EPS-FRS 3 (p) 4.3 1.2 36 47 5.8
Dividend per share (p) 5.50 5.60 5.70 5.80 5.90
Gross Margin (%) 98.3 98.3 98.4 97.9 98.3
EBITDA Margin (%) 72.2 76.3 80.7 79.9 80.6
Operating Margin (before GW and except.) (%) 72.2 76.3 80.7 79.9 80.6
BALANCE SHEET

Fixed Assets 213,603 365,067 426,649 517,276 559,605
Intangible Assets 0 0 0 0 0
Tangible Assets 195,589 337,853 399,502 486,866 549,195
Properties under construction 18,014 27,214 27,147 30,410 10,410
Current Assets 23,235 72,604 38,067 37,000 24,076
Stocks 0 0 0 0 0
Debtors 5,125 6,358 11,004 12,000 14,075
Cash 18,112 66,247 27,063 25,000 10,001
Current Liabilities (9,316) (16,088) (19,994) (26,000) (28,000)
Creditors (9,316) (16,088) (19,994) (26,000) (28,000)
Short term borrowings 0 0 0 0 0
Long Term Liabilities (100,705) (255,928) (273,732) (301,919) (327,731)
Long term borrowings (100,443) (255,453) (272,615) (300,386) (326,198)
Other long term liabilities (262) (475) (1,117) (1,533) (1,533)
Net Assets 126,817 165,655 170,990 226,357 227,950
Net Assets excluding goodwill and deferred tax 127,081 165,916 171,832 227,615 229,208
NAV/share (p) 66.0 63.7 62.5 64.3 64.4
Adjusted NAV per share 66.0 63.7 63.1 64.7 64.8
Est. value/share of Fund's long-term fixed rate debt (p) 2.0 0.6 6.3 37 3.7
NAV/share including benefit of long-term debt (p) 68.0 64.3 69.4 68.4 68.5
CASH FLOW

Operating Cash Flow 8,879 14,222 18,515 21,849 27,663
Net Interest (5,166) (7,805) (11,495) (12,889) (14,372)
Tax 0 0 0 0 0
Capex 0 0 0 0 0
Acquisitions/disposals (29,453) (55,793) (30,428) (62,587) (35,000)
Financing 35,779 44,965 (1,757) 56,195 0
Dividends (8,727) (11,539) (13,610) (16,707) (19,101)
Net Cash Flow 1,312 (15,950) (38,775) (14,139) (40,811)
Opening net debt/(cash) 83,570 82,331 189,206 245,552 275,386
HP finance leases initiated 0 0 0 0 0
Other items (including debt assumed on acquisition) (73) (90,925) (17,571) (15,695) (0)
Closing net debt/(cash) 82,331 189,206 245,552 275,386 316,197

Source: Company data, Edison Investment Research
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EDISON

Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is
authorised and regulated by the Financial Services Authority ( ). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison.
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research
Inc (Edison US) is the US subsidiary of Edison and is not regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is
not regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2014 Edison Investment Research Limited. All rights reserved. This report has been commissioned by MedicX Fund and prepared and issued by Edison for publication globally. All information used in the
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States
by Edison US to major US institutional investors only. Edison US is not registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion” from the
definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish
information about companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be,
and should not be construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s
solicitation to effect, or attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial
advisers or brokers) and habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or
inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for
investment in any securities mentioned or in the topic of this document. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any investment business and, accordingly, does not itself
hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report. Edison
or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden
swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future performance.
Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown
risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. For the purpose of the FAA, the content of
this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or
disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by Edison within the meaning of
the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To the maximum extent permitted by law, Edison, its
affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this report and do
not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (‘FTSE”) © FTSE 2014. “FTSE®” is a trade mark of the London Stock Exchange Group companies and is
used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the
FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.
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