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Audley Ellerslie Limited

Directors’ Report For the year ended 31 December 2020

The directors present their report and the audited financial statements of Audley Ellerslie Limited (the "Company") for
the year ended 31 December 2020.

Directors’ Responsibilities Statement

The directors are responsible for preparing the Annual Report and the financial statements for the company in
accordance with applicable law and regulation.

Company law requires the directors 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 Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicabie 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 consistently;

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;

- make judgements and accounting estimates that are reasonable and prudent; and
prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are 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.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006.

Principal activities

The Company's principal activity during the financial year was that of the development of a retirement village.
Results | .

The loss for the year, after taxation, amounted to £2,799,578 {2019 - loss of £3,243,329).

Directors

The directors who served during the year and up to the approval of the financial Statements were:
M N Sanderson :

P D Morgan

K A Shaw (resigned 30 April 2021)

J W Nettleton

JM Austen  {resigned 30 June 2021)

G L Burton {appointed 2 November 2020)
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Audley Ellerslie Limited

Directors' Report For the year ended 31 December 2020

Going concern

The Directors’ consideration of the factors affecting the Company's going concern assessment are detailed in note 3.2 of
the Financial Statements. Given the uncertainty impacting the Group and the impact on the Company, the Directors
have concluded that this indicates there Isa material uncertainty which may cast significant doubt on the Company’s
ability to continue as a going concern in the disclosure of the basis of preparation to the financial statements.

No adjustments have been made to the financial statements that would result If the Group were unable to continue 3s a
going concern.

Future Developments
The company will continue with the development of a luxury retirement village in Great Malvern.
Disclosure of information to auditors

In the case of each director in office at the date the Directors’ report is approved:

So far as the directors is aware, there is no relevant audit information of which the company’s auditors

are unaware, and ‘ '

The director has taken all the steps that ought to have been taken as a director in order to be aware of

. any relevant audit information and to establish that the company’s auditors are aware of that
information.

Independent Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.

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

P

G L Burton

Director
Date: 26 AVGUST 20 At
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Audley Ellerslie Limited

independent Auditors' Report

Independent auditors’ report to the
members of Audley Ellerslie Limited

Report on the audit of the financial statements

Opinion

In aur opinion, Audley Ellerslie Limited's financial statements; ;

» give a true and fair view of the state of the Company's affairs as at 31 December 2020 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 taw); and

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

We have audited the financial statements, included within the Annual report and financial statements (the "Annual
Report™), which comprise: the Statement of Financial Position as at 31 December 2020; the Statement of Comprehensive
Income, and 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 applicabte 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 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 Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.:

Emphasis of matter — Material uncertainty related to going concern

In forming our opinion on the financial statements, which is not modified, we have considered the adequacy of the
disclosure made in note 3.2 to the financial statements concerning the Company's ability to continue as a going concern..

The Directors of the Company's intermediate parent Audley Group Limited have concluded that there is @ material
uncertainty which may cast significant doubt on the ability of the Audiey Group Limited Group (the ‘Group’) to continue as
a going concern.

In forming their conclusions in respect of the going concem of the Company the Directors have relied on confirmation
from Audiey Group Limited that it intends to support the Company for a period of at least 12 months from the date of
approval of the financial statements. The material uncertainties that exist in respect of the Audley Group Limited Group’s
going concern indicate that, in the event that the Company was required to call on the support of the intermediate parent
company, such support may not be available.

In addition, as disclosed in note 18 to the financial statements, the Company is a guarantor to the Group's £95m debt

facility and therefore in assessing the going concem of the Company it has been necessary to consider the obligations of
the parent company under that debt.
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Audley Ellerslie Limited

Independent Auditors’ Report

The Group has a £95m debt facility including amortising and revolving credit tranches that is secured on the net assets
of Audley Court Limited and its subsidiaries. Audley Court Limited is a subsidiary of Audley Group Limited. The Group is
also a joint guarantor to debt facilities held by its joint venture, RELF Audley Retirement Living LLP and Audley Nightingale
Lane Limited, In which the Group holds a 4% equity interest which is secured on the property assets of those entities.
These borrowings contain covenants that require specific financial ratios to be maintained. The Directors have performed
a detailed review of the current and projected financial position of the Group which involved preparing two forecast
scenarios: a Base case and a Severe but plausible ‘downside’ case. Under that ‘downside’ case:

+ The Group's available cash is fully utilised by August 2022 and failure to achieve sufficient mitigating actions or secure
additiona! funding for the Groyp would mean that the Group will be unable to repay its liabllities as they fall due from
this date;

« The Group would breach the loan-to-value covenant on one specific tranche of the facility. The failure to obtain a
walver would mean there is a risk that the lender could demand repayment of the loan and consequently the Group
would be unable to meet its liabilities as they fall due;

¢ The forecast valuation decline on the land at the Cobham site acts to reduce the headroom under loan-to-value
covenant (attached to the land tranche element of the overall loan) and results in a breach of the covenant. The failure
to obtain a waiver would mean there is a risk that the lender could demand repayment of the loan and consequently
the Group would be unable to meet its liabilities as they fall due; and

« The forecast valuation decline on the unsold stock held by Audiey Nightingale Lane Limited reduces the headroom
under loan-to-value covenant and would result in a breach of covenant. In addition, under the Severe but plausible
downside case, Audley Nightingale Lane Limited and Audley Group Developments 1 Limited do not meet the minimum
number of exchanged property sales defined in the loan agreement and this would result in a breach of covenant.
Failure to obtain a waiver would mean there is a risk that the lender could demand repayment of the loan and
consequently the Group would be unable to meet its liabilities as they fall due.

These uncertainties resulted in the Directors concluding that there is a material uncertainty which may cast significant
doubt on the Group’s ability to continue as a going concemn. Consequently, the Group may be unable to provide support
to the Company, should such support be required, and this condition, along with the other matters explained in note 3.2
to the financia! statements, indicates the existence of a material uncertainty which may cast significant doubt about the
Company's abllity to continue as a going concern.

The financial statements do not include the adjustments that would result if the Company were unable to continue as a
going concem.

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

Our responsibilities and the responsibilities of the directors with respect to going concem are described In the relevant
sections of this report.

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 directors are 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 inconsistant 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 reqguired to perform procedures to conciude 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 to the Directors' Report, we also considered whether the disclosures required by the UK Companies Act
2006 have been included.

Page 4



Audley Ellerslie Limited

independent Auditors' Report

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.

Directors’ Report

In our opinion, based an the work undertaken in the course of the audit, the information given in the Directors’ Report for
the year ended 31 December 2020 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 financial statements

As explained more fully in the Directors' Responsibilities Statement, the directors are responsible for the preparation of
the financial statements in accordance with the applicable framework and for being satisfied thal they give a true and fair
view. The directors are also responsible for such intemal 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 basis of accounting
unless the directors either intend to liquidate the Company or to cease operalions, or have no realistic altemative 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
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.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibliities, outlined above, to detect material misstatements-in respect of iregularities, Including fraud. The
extent to whilch our procedures are capable of detecting irregularities, including fraud, is detaited below.

Based on our understanding of the Company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to non-compliance with tax legislation, health and safety regulations and building regulations;
and we considered the extent to which non-compliance might have a material effect on the financial statements. We also
considered those laws and regulations that have a direct impact on the financial statements such as the Companies Act
2006. We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial statements
(including the risk of override of controls), and determined that the principal risks were related to posting inappropriate
journals, specifically to increase revenue, and management bias in accounting estimates and judgemental areas of the
financial statements specifically retated to the valuation of investment property and carrying value of stock. Audit
procedures performed by the engagement team included:

¢ Identifylng and testing unusual journal entries posted with unusual account combinations and journal entries where
the descriptions are indicative of transactions with related parties, where any such journal entries were identified;.

+ Challenging assumptions and judgements made by the Directors in their significant accounting estimates, specifically
in relation to the valuation of investment property and carrying value of stock;

+ Testing the tax provisions of the Company; o

o Reviewing relevant meeting minutes, including Board minutes and management's summary of known and potential
legal claims; and

* Engquiries with the Board and with management;.about compliance with laws and regulations, including consideration
of any known or suspected fraud or instances of non-compliance with laws and regulations..
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Audley Ellerslie Limited

Independent Auditors’ Report

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 transaclions 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, for example, forgery or intentional”
misrepresentations, or through collusion.

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

Use of this report

This repor, 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 purpase. We do not, in giving these opinions, accept
or assume responsibility for any other purpose 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 apinion:

o 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 retums 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 exceplions to report a'ﬁ‘sing from this responslbiiity.

Entitlement to exemptions

Under the Companies Act 2006 we are required to report to you if, in our opinion, the directors were not entitled to: prepare
financial statements in accordance with the small companies regime; take advantage of the small companies axemption
in preparing the Directors’ Report; and take advantage of the small companies exemption from preparing a strategic
report. We have no exceptions to report arising from this responsibility.

lan Benham (Senior Statutory Auditor)

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

?_(o August 2021
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Audley Ellerslie Limited

) Statement of Comprehensive incomeFfor the year ended 31 December 2020

Note 2020 2019
£ £
Turnover 5 4,265,196 5,728,896
Cost of sales (3,512,205) (4,530,026)
Gross Profit ' 752,991 1,198,870
Administrative Expenses (1,169,049) (1,632,003)
Other operating expense 6 (2,083,592) (3,050,839}
Operating loss 7 A (2,499,650) (3,483,972)
Interest received and similar income 10 1 1,793
Loss before tax (2,499,649) (3,482,179)
. Tax onloss 11 (299,929) 238,850
Loss for the financial year (2,799,578) (3,243,329)
Other comprehensive income for the year - -
Total comprehensive expense for the year . !2!799!578! !3!243!32.9!

The notes on pages 10 to 19 form part of these financial statements.
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Audley Ellerslie Limited

Registered number: 08130510

Statement of Financial Position As at 31 December 2020

Note 2020 2019
£ £
Fixed assets
Tangible assets 12 - 523
Investment property 13 8,717,245 10,371,845
8,717,245 10,372,368
Current assets
Stocks 14 16,959,932 20,888,616
Debtors: amounts falling due within one year 15 41,459,001 41,815,055
Cash at bank and in hand 16 9,065 82818
58,427,998 62,786,489
Creditors: amounts falling due within one year 17 (77,524,933) (80,738,969)
Net current liablfities (19,096,935) (17,952,480)
Total assets less current liabilitles (10,379,690) (7,580,112)
Provisions for liabilities
Deferred tax 18 - -
Net liabilities (10,379,690) (7,580,112)
e —— | —————————————
Capital and reserves
Called up share capital 20 1 1
Profit and loss account (10,379,691) (7,580,113)
Total Equity !10!379!690! (7,580,112}

The Company's financial statements have been prepared.in accordance with the provisions applicable to companies
subject to the small companies regime.

The financial statements were approved and authorised for issue by the board and were signed on its behalf on 2( AVGu ST 202

PV

G L Burton
Director

The notes on pages 10 to 19 form part of these financial statements.
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Audley Ellerslie Limited

Statement of Changes in Equity For the year ended 31 December 2020

Called up share Profit and loss
capital account Total equity
£ : £ £
At 1 January 2019 1 {4,336,784) {(4,336,783)
Comprehensive expense for the year
Loss for the financial year - {3,243,329) (3,243,329)
Total comprehensive income for the year - {3,243,329) (3,243,329)
At 31 December 2019 ‘
1 (7,580,113) !75580!1 12!
Comprehensive income for the year
Profit for the year - {2,799,578) {2,799,578)
Total comprehensive income for the year s (2,799,578) {2,799,578)
At 31 December 2020 1 I !105379!691! !10!379!690!

The notes on pages 10 to 19 form part of these financial statements.
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Audley Ellerslie Limited

wotes to the

1. General information

The company’s printipal activity during the financial year was that of the devetopment of & retirement village. The company I3 2 private company Briited by shares snd Is
incorporated and domicifed if the United Kingdom. The address of its registered office Is 65 Wigh Streot, Egham, Surrey, TW20 SEY.

2. Statement of compllance

The financisl of Audley Elferslie Limited 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 Republlc of Ireland® {*fRS 102") snd the Companies Act 2006.

3. Accounting polictes
Basls of preparation of finandal statements
The fingncial statements have been prepaced on 8 going concern basis under the historical cost convention unless otherwise specified within these accounting

policies and in accordance with Financial Reporting Standard 102, the Finangial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.. .

The of financial [ ity with FRS 102 requires the use of certain n:.inv,. accounting estimates, It also requires management to
exercise its judgement in the process of applying the Company’s eccounting poticies. The areas involving 8 higher degree of Judgement or complexity, or areas
where assumptions and estimates ore significant to the financial statements. are disclosedinnote 4. .

3.1 Exemptions for qualifying entitfes under FRS 102

FRS 102 allows a qualifying entity certain disclosure subject i it which have with, ticluding notifization of, and no .
abjections to, the use of exemptions by the company's shareholders.

The company has taken advantage of the following exemptions:
«4l) " The company has taken advantage of the exemption, under FRS 102 section 7, from prepaiing a statement of cash flows, on the basls that it is a smad .

«ompany;

{I)  From the financial disctosure, required under FRS 102 paragraphs 11.39 10 11.484 and paragraphs 12.26 to 12.29, as the Information is provided in the
financial 2

<G #etosing the Cémpany kay it as required by FRS 102 paragraph 33.7,

3.2 Galng concern

tntroduction

The Directors of the Company’s iate parent Audley p Limited have concluded that there is @ material uncertainty which may cast significant doubt
on the ability of the Audiey Group Limited Group (the ‘Group’) to continue a3 a going concern.

in forming their conctusions In respect of the going concern of the Company, the Directors have refied on from Y p Limited that it intends
to support the Campany for a period of at feast 12 manths from the date of approval of the financial statements. The materlal uncertainty that exists in respect of
the Group's going concern indicates that, in the event that the Company was required to call on the support of the intarmediate parent company, such support
may not be available.

In addition, the Company it a guarantor to the Group's £95m debt (acility and therefore in assessing the going concern of the Company it has been necessary to
consider the obligations of the parent company under that debt.

To ascertsin whather it was sppropriate to prepare the financial statements on 3 going concern basis, the Directors of the Group have performed a robust
assessment of the principal risks facing the Group, incfuding those risks that woutd threaten the Group's business madel, future performance and liquidity, The
pilincipal risks facing the Group and haw the Group addresses such clzks are deicribed in the Principal Risk Review section of the Strategic Report on pages 25 10
28 of the Audley Group limited's financial statements.

As the Directors have to make the going concern assesiment over at least 3 12-month period from the date of signing the finantial statements, the scenario |
modelling has been undertaken over the period to 31 December 2022.

The assessment involved the preparation of two forecast scenarlos: a ‘Base'case’ and 3 Severe but plausible ‘downsida’ case. In response 10 unprecedanted levels
of uncertalnty in the market, caused by the coranavirus pandemic, the Severe but plausibe downside case considers 2 more significant impact an the core drivers’

- of performance than previously might have been assumed. The Group's of the trading envi since the first tockd March 2020 has been
tess severe than the ‘downside’ scenario assumes.
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Audley Ellerslie Limited

Hotes to the Financial Statemenis for the year ended 31 December 2020

3.2 Going toncem {continved)

Finandng overview

As explained in note 23 of the Group financial statements, the Group has a £95m debt facflity incfuding amortising and revalving credit tranches that is secured on
the nat assats of Audley Court Limited and its subsldiaries. Audley Court Limitedis 8 subsidiary of Audley Group Limited, The Groupis atso a ‘joint guarantor to
debt facilities held by its joint venture, RELF Audley Retirement Living LLP, and bvmdley Nightingale Lane Limited, in which the Group holds 3 4% equity Interest
which s secured on the property assets of those entitias, These borrowings contaln covenants that require specific financiai ratios to be maintained and tested on
a quartarly basts. At the date of approval of these financial statements the Group had_ca_mpll:d with ali applicable borrowing covenants. The Group had cash and
cash equivalents of £14.8m at 31 December 2020 (2019: £20.6m).

At 31 December 2020, the Group's joint venture, RELF Audley Retlrement Living LLP and Audley Nightingale Lane Limited, in which the Group has an investmant,
had £238.3m of secured facilities, of which the Group’s proportionate share was £43.8m. These refate to loans setured against the property assets of these
entities being the villages under development, completed villages and unsold stack at the Joint venture sites at Stanbridge Earis, Sunningdale, Cobham, Scarcroft
and Clapham. In addition, subsequent to the year end, the Group's new joint venture with Blackrock sacured a £40.5m {Group’s share £10.1m} facility for the

fi ing of the develop at fleld ford. The dield Watford site is owned by Audley Group Developments 1 Limited which also holds the debt
facitity. The Group is a joint guarantor to these facilities In pfoporllon 10 its shareholding In the respectiva entities that own the assets. The tacifities contain a
number of financial covenants that are generally umad quarterly in March, June; September and Decermnber. At the date of approval of these financial statements,

the RELF Audley Retirement Living LLP joint and Audley Nightingale Lane Limited complied with all applicable b g

" ‘The Base case was based on the 2021 Board approved budget with sales volumes and prites updated for the' actinl performance of the Group in tha {irst half of

. 2021 The forecast assumes equity funding Wected Into the joint venture in fine with the contractual terms of the shareholder agreement and the underlying debt
arcangements. Over the going concern period to 31 December 2022 the Severe but fausibte d Ide case included the following key considerations: ownad unit
sales are 28% fewer (33% over the 12 month period to 31 August 2022) than what is assumed In the Base case scenario and 3 15% faltin the fair value of inventory
and consequsntly In the sailing prices from currently achieved lovels, The Severe but plausible downside case does not Include the impact of the mitigating actions .

identified by a3 outlined below.
Undes the Severe but plausible scenario the Group's available cash is Mly utitised by August 2022 and rcqulrucuh igating actions to maintain liquidity
thereafter.

Under the Severe but plausible d ide case, the reduction in the valuation of the Audley Court Limited Group's unsold stack would reduce the headreom under
the loan-to-valua covenant on a spacific tranche of the facliity and would resultin a breach of one of the in these ci and in the absence

of a waiver (rom the lenders or the Group delivering a cash cure, the landers could demand repayment of these facilitias. If the loans were not repaid, the lenders
could enforce their security Interests over the secured properties. The covenant was set based on the 2019 stock valuations at the time the facitity was revised
and the valuati b dat31D ber 2020 would not cause a covenant breach as it was above the 2019 valuation, The D} havear b
expectation thatitis uni!(ely that the lenders would cali for a valuation during the going concern pericd.

Under the Severe but plausible di ide case, the f fuation decline on the fand at the Cobham site reduces the headroom under loan-to-valua covenant
{attached to the fand tranche elemant of the overall loan) and wauld result.in a breach of cover in these cir the pr ial would be
the same as those ised in the paragraph above lor the main Group locilitv* The Diregtors have a reasonable expectation that it is unlikely that the londers

would callfor a valuation during the going ¢oncern period;

tUnder the Severe but plausible d side ¢ase; the { k decline on the unsold stotk held by Audley Nightingals Lane Limited reduces the headroom
under loan-to-value tovenam and would lesuh In & breach of covenant. In addition, under the Severe but plausible downside case; Audley Nightingate Lane
Limited and Audley Group Developments § Urnned do not meet m b ber of exch: d property sales defined in the loan agreement and this would
result i a breach of in these ¢ir the p ces would be the' same as those summarised In the paragraph above for the main
Group lacihty The Directors have a r:asomble expectation thatitis unlbkely that the lenders wou!d call for a valuation during the going cancern penod.

Mitigating actions

ﬂm' ara two principal mitigating actions available to the Group. A reduction of discretionary costs or a deferral of costs such as capital expenditure which would

the lig y position. In respect of the ," the Group to have supportive lenders 8s was demonstrated in August 2021 with
an aqreed reduction to the pfoponlon of mandatory debt repayments and retease of the restricted cash under the Group’s banking facility, The Directors have
confidence that shoutd they be required, i could be ob d

eoge 11



Audley Ellerslie Umited

3 Accounting policies (continued)

3.2 Golng concem [continued)
Conclusion
Based on the scenarios modelied by the Group and given the avaitabifity of the mitigating actlons to provide suificient kquidity over the going concem period, the

Oirectors of the Group have considered that it is reasonable to conclude that the Group will continue in operational existence and meet Its Habifities a5 they fall
due for at least the next 12 months, As such, the Directors of the Company have considered it reason 0 conclude that Campany will be able to rely on the

support of the Geoup and fullil their under the fing facilities and have thatitis ! lude that the Company will
continue in operational existence and meet [ts llab¥ities as they fall due for at least the next 12 months. Therefore, the financial statements have been prepsred
©n a going concern basis.

However, as explained at the beginning of this assessment, the Group s facing levels of uncertainty, principally caused by the Covid-19 pandemic, and the Group's
finantial modeiling is sensitive to materlal changes in UK house prices and volumes of transactions.

Under the Severe but plaufible downside case the Group would require 3dditional funding and there would be a breach of the Group's loan covenants, inchuding
those hetd within joint ventures and. The Oirectors b that sttention should be drawn to the following factors, that under the Severe
but plausible downside case give rise to a material uncertainty that may cast significant doubt on the Group's ability to continue as a going concern:

The Group's available cash is fully utised by August 2022 and
Group would mean that the Group will be unable to repay ts

The Group would breach the loan-to-value covenant an one specific tranche of the facility. The Directors consider that in the event of a breach
e there is 3 reasonable expectation that the lenders would provide & walver, However, the faifure to obtain 2 waiver would mean thare is a dsk that
the lender could demand repay; of the toan and the Group would be unable to meet its Uabilitles as they fall due;

The forecast vatuation detiine on the land at the Cobham site acts to reduce the headroom under loan-ta-vatug covenant {attathed to the land
tranche elernent of the overatl Jodn) and results In a breach of the covenant. The Directors consider that In the evant of a breach there ls a
reasonable expectation thal the lenders would provide a waiver. Howaver, the fallure to obtain a waiver would mean there is o risk that the
lender could demand repayment of the toan and consequently the Group would be unable to meet its finbillties a5 they fall due; and

The forecast valuation decline on the unsold stock held by Audley Nightingale Lane Limited raduces the headroom under loan-to-value covenant
and would result in 2 breath of covenant. In addition, under the Severe but plautible downside case, Audley Nightingate Lane Limited and Audley
Group Developments 1 Uimited do not meet the minimum number of exchanged property sales defined in the loan agreement and this would
result in a breach of covenant. The Directors cansider that In the event of a breach there is a reasonable expectation that the lenders would
provide 3 waiver. However, the faure to obtain » walver would mean there is a risk that the lender cou!d demand repaymant of the loan and
consequently the Group would be unable to meet its iabidities 55 they fal) due.

Given the untertainty impacting the Group described absve and the anpact on the Company, the Directors have concluded that this indicates thera is 3 materlal
uncertainty whith may cast signifizant doubt an the Company’s ability ta continue a5 3 going contern in the disclosure of the basis of preparation to the financiat
statements.

No adjustments have baen mads to the financial statements that would result f the Group were unable to continue os a going concern,

3.3 Revenue recagnition
The company recognizes revenue lrom the fo¥owing major sources:
Property sales

Ground rent
intercompany charges

Revenua is measured at the fair value of the consld d ot re and the smount recaivable for goods supplisd or services rendered
et of discounts and value added taxes. :

The company recognises revenue when (o) the significant risks snd rewards of awnership have been transferred to the buyer; [b) the company retains no
continuing involvement or control over the goods the amount of revenue can be measured reliably; ( robable that future economic benefits will flow to
the entity and {e) when the specilic critaria relating to eich of the company’s revenue streams have bee describad betow.

Revenue for each stream recognlied as foliows:

Property sales

Sates of units are
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Audley Ellerslie Limited

rotes to the Finaacial Statements For the year ended 31 UDecember 2020

3.12 Taxation

The tax elépeme for the year comprises current and deferred tax, Tax is recognised in the of compreh [ , except to the extent that it relates
to items recognised in equity. In this case tax is also recognised in equity. Current or deferred taxatian assets and liabilities are not discounted.

{i) Curcent tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year ar prior years. Yax is calculated on the basls of tax rates and laws that

have been enacted or substantively enacted by the year end. M: periodically eval itions taken In tax returns with respect to situations in which
applicable tax regulation is subject to interp: ion., It blishes provi where appropriate on the basis of amounts expected to be paid to the tax
authorities. ’

(i) Deferred tax

Deferred tax arises from timing differences that are differances batween taxable profits and total comprehedlkve income a3 stated in the financial statements,
Thesa timing differences arise from the inclusion of income and expenses In tax assessments in period different from those In which they are recognised in
financial statements.

Defarred tax is recognised on all timing differences at the reporting date except for certain exceptions. Unrelieved tax losses and other deferred tax aueu are
only gnised when it is probable that they will be recavered against the reversat of deferred tax liabilities or other future taxable profits,

Oefersred tax is measured using tax rates and laws that have been ted or sib v d by the period end and that are expected to app& to the
reversal of the timing difference. : :

3.13 FAnoncdial Instruments
The company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of fingnclal Instruments,

(1) Financial assets

Baslg fi 1al assets, Including other ivables and cash and bank batances, are initially recognised at the ion price, uniass the arrangement constitutes
3 financing transaction where itis measured at the present value of the future receipts discounted at a market rate of (nterest, Such assets are subsequently
carried at amortised cost using the effective interest method. At the end of each reporting pariod finantial assets measured at amortised cost are assessed for
objective evidence of impalrment. if an asset Is impaired the impairment loss Is the difference between the carrying amount and the present value of the

d cash flows di: d at the assets’ original effective interest rate.

The Impairment toss is recognised in the statement of comprehensive Income. if there Is a decrease in the impaisment toss arising from an event accurring after
the impairment was recognised the impairment is reversed. The reversal s such that the current carrying smount does not exceed what the carrying amount
would have been had the impalrment not previouily been recognised. The impairment reversal is recognised in the statement of comprehensive income.

Financial assets are derecognised when {i) !he'tontra'élhbl ri‘ghu to the cash flow from the asset expire or are settled, or (ii) su\manxlailv all the risk and rewards
of the ownership of the asset are traniferred to snother party, or (nll) comul of the asxel has been traniferred to another party who has the practical abifity to

unilaterally sefl the asset to an unrelated third party with posing r
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Audley Ellerslle Limited

atements For the year ended 31 December 2020

7. Operating loss

The opsraling foss is stated aftar charging:

202 2019
£ €
f tangible fixed ts - owned by the pany 523 1875
- 523 1878
Audit fees were borne by the iImmediate parent company, »eq_ﬁsno:: Limited, in both years and not recharged to subsidisries,
8. Employees
Ths average monthly number of employees, excluding the directort, during the year was as follows
2020 2019
Number Number
Sales and Marketing 2 3
2 3

All employees were employed by Audley Court Limited, the immediate parent <ompany. The abave information reflects the number of employees whose sarvices were
sttributable to Audley EXerslie Limited. The cost relating to the services provided were recharged to the Company,

9. Directors’ remuneration
There was no remuneration pald to the directors by the Company during the year (2019 - £nll). Thare were no retirement benefits accruing to the directors (2019 - £nl).

Directors’ remuneration was pald by the immediate parent company, Audley Court Limited, in both years and not recharged 1o subsidiaries.

10. Interest received and similar Income

2020 019
(3 £
Other interest receivable 1 1,793
1 1,793
11. Taxon loss 3 S
%0, 9
Corparation tax [ 4 ¢

Current tax on losses for the year - -

Total current tax - i : .

Oeferred tax

and reversal of timing 99029 1533,756)
Impact of change In tax rates - 24,613
Adjustment to tax charge in respect to prior years - 270,293
Total deferred tox 299,929 {238,850)
Taxation onloss 299,979 1238,850)

Factors affecting tax charge for the year

The tax assessed for the year Is higher than {2019 - higher than) the standard rate of corporation tax in the UK of 19% (2019 - 19%). The differences are explzined below:

2020 2018
£ 13
toss before tax [2,399,649] {3,882,179)
-Lozs before tax multiplied by standard rate of corporation tax in the UK of 19% (2019 - 19%} {474,933) {e61.614)
Effects of:
Expentes not deductible/income not taxable 99 45,675
Group relief syrrendered and not pald 774,763 82,076
Capital allowances for year in excess of depreciation . 24,613
Adjustment to tax charge in respect of prior years . 270,293
Accelerated capital allowances - 107
Total tax charge/(credit) for the year - 299929 238 850)
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Audley Ellerslie Limited

Notes to the Financial Statements for year ended 31 Oecember 2020

12. Tangible assets

Office equipment
Cost or vatuation £
Atl ]_nnuarv 2}!50_ 9,458
As at 31 Decamber 2020 9,458
Accumutated depreciation
At 1 fanuary 2020 ‘8938
Charge for the yoar on owned assets 528
As at 31 December 2020 9,458
Net ook Value
At 31 December 2020 . .
At 31 December 2019 523

13. Investment property

Freehold investment
[

Valuation .
At 1 January 2020 10,371,845
Additions 428,992
Deficit on revaluation {2,083,592)
At 31 December 2020 8,717,245

————te e

The investment properties were valued by CBRE Limited (CBRE) at 31 December 2020 and at 31 O ber 2019, an independent firm of chartered surveyors; on the basis af
falr value. The valuation was carried out In 3ccordance with guidance Issued by the Royal Institution of Chartered Surveyors. fair valus represents the estimated amount that
should be received for sefing an investment property in an orderty transaction between market participants at the valuation date. The fair value has been arrived at by a
valuation model using either an Income capital thod or 3 di. d cashflow method dependent on the stream which are included In the included in the
village apartment leases and other ancillary income streams. The future income streams are estimated based on cantrattual leasehold arrangements (deferred and manthly
[ fees, admi tees and ground rent) with an allowance made for future sales rates and non-contractual ancillary (restaurant, club and care services)
income,

The key inputs to the valuation model included:
i Evernt fees {deferred managament charges} (discounted cashflow methodology)
<~ heuse price Inflation (HPI}of 3%

. t_ﬂ:;oun: rate assumptions of 10.5%
. av:ulng‘e length of stay of 3 Years

- exlt yleld of 6.5%
- deferred management charges, average 1.0% of gross development value

.» estate managerment and lifecycle costs e,
Operatl Inctuding fees, restaurant and clud {di ted ¢ashflow methodotogy)

- management charges at an average £465 per unit per month
- discount rate assumptions of 10,5%
- exit yield of 6.5%

Page 17




Audley Ellerslie Umited

Notes to the Fingncial Statements For the year ended 31 Decernber 2020

1, ! property (continved)

N d N el h )

fees (.

- discount rate assumptions of 10.5%
- exit yield of 6.5%
- average length of stay of 9 Years

4 11 Aelearal

Care services (d!: 8gY)

«discount rate 20.0%
- exit yield of 20.0%
- average length of stay of 9 Years

Ground rent {Income capitilisation melhodélngy]
~initial yield of 3.5%

The inter-relationship between significant unobservable inputs and falr value measurement
The estimated fair vatue would increase/{decrease) if:
« HPI was higher/(lower); )
- discount rates are lower/{higher);
- average [ength of stay Is lower/{higher);-
d 12 harges were higher/(lower);
pected deferred ¢charges were higher/{lower);
- eitate management and lifecyele costs were tower/(higher); and
- tesale fee income and ground rent is higherfifower}.

o5

14. Stocks
2020 2019
€ £
Finished goods and goods for sale 16, SSSIQSZ 20,888,616
, 16,959,932 = 20,888,616
There were no significant diff b the repl costs of stocks and its carrying amount.
1S. Debtors: amounts falling due within one yesr
2020 20319
. £ £
Yrade debtors 1,500 350,500
Other debtors . 3 1.056
Amounts owed by group undertakings 41,005,643 41,074,507
Prepayments and actrued income 451,835 89,063
. Deferred taxation . 299,929
41,459,001 4!,8155055
Trade debtors are stated net of £ NIt {2019 - £ NiL) bad debt provisions.
Amounts owed by group undertakings are ynsecured, int t free and repayable ond d
16. Cash at bank and in hand
2020 2019
£ £
_Cashat bank and in hand 9,065 82,818
9i06$ 825818
17. Creditors: amounts falling due within ane year
2020 2019
£ £
Trade creditors - 88,884 112,887
Amounts owed to group undertakings 76,999,957 80,041,503
Qther creditors ! 366,562 405,049
Accruals and delerred income 69,430 179,530
77,510‘933 80,738.969
Amounts owed o group undertakings are . d, i free and repayable ond d
18. Deferred tax
2020
3
At beginning of year 299,929
Charge toloss {299,929}
At end of yoar T -
The deferred taxation balance is made up as lou.oivs:
’ 020 2019
. € £
"Daferred tax charge for revatuation of investment property . 269,662
_Yax/losses carried forward ) - 30,498
Other timing differences . . (228)
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