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Sustainable Communities for Leeds (Holdings) Limited
Strategic Report
for the year ended 31 March 2020

The directors present their strategic report together with the audited financial statements for the year ended
31 March 2020.

Business review and future developments

The Company acts as a holding company for Sustainable Communities for Leeds Limited and Sustainable
Communities for Leeds (Finance) Plc.

The directors acknowledge the current outbreak of Coronavirus (COVID-19) and its potentially adverse economic
impact on the UK market and globally. This is covered in more detail as part of the Going Concern section.

Sustainable Communities for Leeds (Finance) Plc, acts as a fundraising company for Sustainable Communities for
Leeds group of companies. The principal activity of Sustainable Communities for Leeds Limited is the
refurbishment of housing stock in the Beeston, Little London and Holbeck areas of Leeds, alongside demolition of
properties and construction of new-build properties. The construction period completed, short of the planned date
of September 2017. During this time the Company also provided facilities management services, which increased
as each phase of construction was certified.

The fully operational phase of the project is planned to continue until September 2033. During this time the
facilities management sub-contractor will continue to provide planned and reactive maintenance as per the
contracts in place. This includes management of a helpdesk available for issues and works required to be logged.
Reporting continues to the Authority, Leeds City Council, and group on a monthly basis and to the Majority
Creditor, guarantor of the Bond, on a quarterly basis. Monthly meetings are held to address any issues that have
arisen and agree any re-charges which may be due to the Authority, as part of the monthly unitary charge invoice.
Bondholder reports continue to be prepared and issued on a semi-annual basis.

Board meetings are held on a quarterly basis with one Annual General Meeting held in July to approve the
accounts. In addition, a Bondholder Presentation Meeting is held around the anniversary of Financial Close which
was July 2013. Bondholder documents are issued through the Bond Trustee, Bank of New York Mellon.
Relationships with all Finance Parties continues to be strong and on a collaborative basis.

The forthcoming year is expected to bring the continued delivery of high quality services to the client of
Sustainable Communities for Leeds Limited, with business performance meeting shareholder expectations.

Principal risks and uncertainties

The Company has taken on the activity as detailed above and the group in which it sits is risk averse in its trading
relationships with its customer, funders and sub-contractors as determined by the terms of their respective
detailed PFI contracts. In extreme circumstances, the group could be exposed to subcontractor failure to perform
their obligations. The financial risks and the measures taken to mitigate them are as detailed in the following
section.

Going concern

The financial statements have been prepared on a going concern basis. The directors have prepared projected
cash flow information for at least twelve months from the date of their approval of these financial statements. On
the basis of this cash flow information, the directors consider that the group will continue to operate within the long
term facility currently agreed. The project is continuing in line with the expected business model and continues to
expect to generate profits in future years through the operating phase of the project. Accordingly, despite the
context of an uncertain economic climate the directors have a reasonable expectation that the group has adequate
resources to continue in operational existence for the foreseeable future and therefore adopt the going concern
basis in preparing the annual report and financial statements. The UK's expected departure from the European
Union is not considered to present a significant risk to the group.



Sustainable Communities for Leeds (Holdings) Limited
Strategic Report ’
for the year ended 31 March 2020 (continued)

Going concern

The Company is exposed to the COVID-19 risk as a result of the inherent uncertainty around the impact of the
pandemic on UK society and economy. Whilst the Company itself is not considered to be significantly exposed,
subcontractors which it engages with are considered to have exposure in relation to labour and the ability to
continue to perform required services. The Company is aware of the Government guidance for public bodies on
payment to suppliers to ensure service continuity during and after the coronavirus outbreak, which provides
additional assurance. Nevertheless, performance risk under the Project Agreement and related contracts are
passed on to the service providers and to the building contractor. The obligations of these subcontractors are
underwritten either by performance guarantees issued by banks or by parent company guarantees. Due to the
evolving nature of the risk, the Board continue to actively monitor developments.

The directors acknowledge the current outbreak of Coronavirus (COVID-19) and its potentially adverse economic
impact on the UK market and globally. In light of the information that was available as at 31 March 2020, the
COVID19 pandemic is considered to be an adjusting event in this set of financial statements. As such, its impacts
have been factored into the financial statement balances and accounts as of 31 March 2020. Further, a review of
its impact on the business in the future has been conducted by:

Analysing the potential impact on business models and strategies; and
Close engagement and liaison with ENGIE Ltd as its key subcontractor to determine the likely impact of

COVID-18; and
Verifying forward-looking assumptions in respect of financial instruments and cash receipts from the

Authority with reference to HM Treasury's Guidance Note “Supporting vital service Provision in PFI/PF2

contracts during the COVID19 emergency”. Payments are still being received in full from Leeds City
Council in accordance with the contractual documents.

Attempts to mitigate the impact centres around constant communication and adherence to Government
guidelines.
The directors do not expect there to be any adverse material effect.

Financial risk management

The Group has exposures to a variety of financial risks which are managed with the purpose of minimising any
potential adverse effect on the Company's performance. The board has policies for managing each of these risks
and they are summarised below:

Interest rate risk

The Bond and subordinated debt interest in Sustainable Communities for Leeds (Finance) Plc have been fixed.
The interest due for payment can therefore be easily forecast until the point when the debt is fully repaid.

Liquidity risk

The Company acts as a fundraising company for the Sustainable Communities for Leeds group of companies.
The funds raised from the issue of Loan Notes and Equity are passed through to Sustainable Communities for
Leeds Limited. When payments are made to Loan Note holders these are passed from Sustainable Communities
for Leeds Limited through the Company. No cash is held within the company. Liquidity within the group is
managed through the operational model which forecasts the receipts from the unitary charge and the costs to be
paid. The cost are fixed at the beginning of the project and only increased by indexation.

Credit risk

The Fixed Rate Guarantee Bonds are listed on the Irish Stock Exchange. The Bonds are guaranteed by an
institution of a suitable credit quality. Moody's and Standard & Poor's pericdically assess and report on the credit
rating of the bonds.

Market risk
Whilst the Bond is listed on the Irish Stock Exchange, the repayments on the Bond are fixed and as such the
Board does not consider that they are at risk from movements in the market valuation.



Sustainable Communities for Leeds (Holdings) Limited
Strategic Report
for the year ended 31 March 2020 (continued)

Risk Management
As part of the quarterly board meetings the Risk register is reviewed including business continuity plans of the

Company and its Service Provider. Individual risk assessments have been carried out on the impact of Brexit and
COVID-19 and the risk seen as minimal. Operational models are updated semi annually for the Lenders and
various iterations modelled for different risk assumptions to provide assurance that the Company can financially
cover these revenue and expenditure obligations.

Business relationships
It is essential that the Company maintains strong client relationships and maintains a reputation for high standards
of business conduct. Engagement between the parties is professional and positive.

Community and Environment

The quarterly Board reports include discussion on environmental and social matters. The Payment Mechansim
also includes an obligation for annual satisfaction surveys to keep abreast of the opinions and concerns of the
wider community.

Key performance indicators

The group operations are managed under the supervision of its shareholders and funders and are largely
determined by the detailed terms of the PF| contract which stipulates key performance criteria on operational
activities performed by Sustainable Communities for Leeds Limited. The performance of the group against the
contract is progressing satisfactorily. The operational KPI's are detailed as part of the payment mechanism.
These include monitoring planned and reactive works carried out within contractualy defined timescales and level
of customer complaints. They are all audited on an annual basis. This audit is carried out with the Company and
Leeds City Council to ensure they are monitored and reported correctly. It is envisaged this schedule of audit will
continue throughout the term of the proiect.

The financial progress of the project is monitored using the model which is updated for actuals on a semi-annual
basis. The model calculates two ratios for the remainder of the project: Debt Service Cover Ratio ("DSCR") and
Loan Life Cover Ratio ("LLCR"), which are based on the ratio of the actual and expected operating cashflows to
the debt servicing requirement. The contract states the lock-up and default levels for these ratios and the model
flags if the ratios drop below these levels. The ratios met or exceeded these levels in both the current and
previous year. The model will also calculate the level of distributions to be made. The model has to be agreed
with the Majority Creditor before any distributions can be made.

The group's performance during the year and financial position at 31 March 2020 are shown on pages 10 to 11.
Profit before tax was £201k compared with £203k the previous year, the decrease being primarily due to greater
net finance costs as detailed in notes 4 and 5 to the financial statements. Net liabilities were £9,736k at 31 March
2019, slightly lower than £10,142k at March 2019, reflecting retained profits for the current year. Cash at 31
March 2020 was £16,563k, more than last year's £9,611k primarily because of the timing of bond payments
around year-end.



Sustainable Communities for Leeds (Holdings) Limited
Strategic Report
for the year ended 31 March 2020 (continued) v

Section 172 Companies Act 2006 Statement

The directors have a duty to promote the success of the company for the benefit of the shareholders as a whole and to describe how this duty has
been performed with. regard to those matters set out in section 172 of the Companies act 2006 ("section 172").

The directors have identified the company's main stakeholders as the following:
i. The company's shareholders and Lender

Principle considerations of the board are whether the investment objective of the company is mesting shareholder and Lender expectations and
how the manager implements the objective. These are discussed at all board meetings, which are held regularly throughout the year.

ii. The client

The board recognises the importance of working in partnership with its public sector client, the Authority, to successfully deliver a key public
infrastructure asset. On behalf of the company, the manager fosters this partnership through regular meetings with the client representatives and
other key managers. The manager provides regular monthly reporting to the public sector client on the performance of its obligations under the PFI
arrangement. Periodically the directors will also meet with the public sector client to discuss key service delivery matters.

iii. The service providers

On behalf of the company, the manager seeks to maintain a constructive relationship with the service providers by meeting regularly. The service
provider reports provided to the company contain service provision information and relevant information about the performance of the PFI contract.
These reports are reviewed by both the manager and the board. Periodically the directors will also meet with the service provider to discuss key
service delivery matters.

iv. The manager
The company has outsourced the management of the company to Pario Limited ("Pario”), the manager. The delivery by the manager of its services

is fundamental to the long term success of the company. The board engages regularly with the manager.

Throughout the year the board has made due consideration during its discussions and decision-making of the matters set out in section 172
and below is a description of how the directors have had regards to these matters when performing their duties:

(a) The likely consequences of any decision in the long term
The board engages regularly with the manager seeking information and if deemed necessary will obtain specialist expert advice prior to making

strategic decisions. The board engages with the manager through a number of forums, including at board meetings, informal briefings and through
engagement with the manager's senior leadership team. Regular reporting is provided to the board by the manager, which will alert the board to
changes to regulation or market practice, which will inform the board's decision making.

(b) The interests of the company's employees

As an externally managed company, the company's activities are all outsourced and therefore it does not have any employees. The company does
however, pay due regard to the interests and safety of all those engaged by contractors to the company to perform services on its behalf.

(c) The need to foster the company's business relationships with suppliers, customers and others

The company is committed to upholding the underlying principle of PF! of working in partnerships with all parties to the arrangement. As noted
above, the company has policies and procedures to ensure regular communication is maintained between the parties and ensure that the supply
chain is managed effectively in order that company obligations to it public sector client and service providers can be upheld.

(d) The impact of the company's operations on the community and the environmen'
The company is committed to minimising environmental disruption from its activities. The board recognises that the company is a key partner in the

delivery of spcial housing services and encourages its partners in considering and delivering Environmental, Social and Governance (ESG) values
and initiatives to achieve socially responsible investing.

(e) The desirability of the company maintaining a reputation for high standards of business conduc

The company is committed, in its day to day operations and dealings with all affiliates to uphold the highest standard of business conduct and
integrity. The directors are not responsible for setting a "business culture” in the traditional sense, but are committed to understandmg the culture of
the manager and service providers and raise any concerns in this regard if necessary.

(f) The need to act fairly between members of the company
The company is owned by two parties with an equal share. Faimess is maintained by both shareholders meeting regutarly at Board meetings anc

both being included on all correspondence. All parties are included in dialogue on all issues. Decisions made need to be based on the agreement
of ali parties.

The directors are cognisant of their duty under s172 in their deliberation as a board on all matters. Decisions made by the board take into
account the interests of all the company's key stakeholders and reflect the board's belief that the long term sustainable success of the company is
linked directly to its key stakeholders.

Approval

This strategic repost was approved by the Board on 22 July 2020 and signed on its behaif by:

D Vermeer
Director



Sustainable Communities for Leeds (Holdings) Limited
Report of the directors
for the year ended 31 March 2020

The directors present their report together with the audited financial statements for the year ended 31 March 2020.

Principal activities

The Company is a parent company with two subsidiaries, Sustainable Communities for Leeds Limited and
Sustainable Communities for Leeds (Finance) Plc, whose principal activity is that of refurbishing, designing,
financing, building and provision of maintenance services in respect of social housing in the Leeds area under a
Private Finance Initiative (PFI) contract with Leeds City Council. The main activity of Sustainable Communities for
Leeds (Holdings) Limited is to act as a holding company.

Directors

The directors of the Company during the year ended 31 March 2020, and up to the date of signing the financial
statements were:

P Gill, resigned 27 August 2019

J Davis, appointed 27 August 2019
P Ashbrook

D Vermeer

R Gillespie

The Articles of Association of the Company provide that in certain circumstances the directors are entitled to be
indemnified out of the assets of the Company against claims from third parties in respect of certain liabilities arising
in connection with the performance of their functions, in accordance with the provisions of the Companies Act 2006.
Indemnity provisions of this nature have been in place during the financial year but have not been utilised by the
directors.

Dividends

A dividend was not proposed in the year (2019: £Nil).

Employment policy

The Company has no employees.

Directors' responsibilities

The directors are responsible for preparing the report of the directors and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the 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 these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and accounting estimates that are reasonable and prudent;
o state whether applicable UK Accounting Standards have been followed; and

» prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.



Sustainable Communities for Leeds (Holdings) Limited
Report of the directors
for the year ended 31 March 2020 (continued)

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. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Post Balance Sheet Events
There have been no Post Balance Sheet Events to report.

Auditor and disclosure of information to auditors
The auditor, BDO LLP has been re-appointed in accordance with the Companies Act 2006.

In the case of each of the persons who are directors at the time when the report is approved under Section 418
of the Companies Act 2006, and the following applies:

(a) so far as the directors are aware, there is no relevant audit information of which the Company's auditors are
unaware; and

(b) they have taken all the steps that they ought to have taken as directors in order to make themselves aware of
any relevant audit information and to establish that the Company's auditors are aware of that information; and

(c) confirm the accounts have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice.

The directors’ report has been approved by the Board and signed on its behalf by

D Vermeer
Director
Date 22 July 2020



Sustainable Communities for Leeds (Holdings) Limited

Independent auditor’s report to the members of Sustainable Communities for Leeds (Holdings) Limited

Opinion

We have audited the financial statements of Sustainable Communities for Leeds (Holdings) Limited (‘the Parent
Company”) and its subsidiaries (“the Group”) for the year ended 31 March 2020 which comprise Consolidated
Statement of Comprehensive Income, Consolidated Statement of Financial Position, Company Statement of Financial
Position, Consolidated Statement of Changes in Equity, Company Statement of Changes in Equity and Consolidated
Statement of Cash Flows, and the notes to the financial statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice)

In our opinion:

the financial statements give a true and fair view of the state of the Group’s and of the Parent Company's affairs

as at 31 March 2020 and of the Group's profit for the year then ended;
the financial statements have been properly prepared in accordance with United Kingdom Generally Accepted

Accounting Practice; and

the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the
financial statements section of our report. We are independent of the Group and the Parent Company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC'’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect_of the following matters in relation to which the ISAs (UK) require us to report to
you where;

; the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or
the Directors have not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the Group or Parent Company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The Directors are responsible for the other information. The other information comprises the information included in
the Strategic Report, other than the financial statements and our auditor's report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion 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 such material inconsistencies or
apparent material misstatements, we are required to determine whether there is a material misstatement in 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 in this regard.



Sustainable Communities for Leeds (Holdings) Limited
Independent auditor’s report to the members of Sustainable Communities for Leeds (Holdings) Limited
(continued)

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

the information given in the Strategic report and Directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

the Strategic report and Directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Group and the Parent Company and its environment obtained
in the course of the audit, we have not identified material misstatements in the Strategic report and Directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us
to report to you if, in our opinion;

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

the Parent Company financial statements are not in agreement with the accounting records and returns; or

certain disclosures of Directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the Report of the Directors, the Directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
Directors 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 Group's and the Parent
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 Group or the Parent
Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s 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 auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’'s website at:
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.
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Independent auditor’s report to the members of Sustainable Communities for Leeds (Holdings) Limited
(continued)

Use of our report

tnis report IS made solely 1o the Farent Lompany's members, as a body, In accordance with Lhapter 3 ot Fart 16 or
the Companies Act 2006. Our audit work has been undertaken so that we might state to the Parent Company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Parent Company
and the Parent Company’s members as a body, for our audit work, for this report, or for the opinions we have
formed.

soonf

Hamid Ghafoor (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
Manchester , UK

24 July 2020

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).



Sustainable Communities for Leeds (Holdings) Limited
Consolidated statement of comprehensive income
for the year ended 31 March 2020

Year ended Year ended

31 Mar 31 Mar

2020 2019

Note £ £

Turnover 5,203,977 4,827,066
Cost of sales (3,597,525) (3,261,957)
Operating profit 3 1,606,452 1,565,109
Interest receivable and similar income 4 5,613,104 6,006,372
Interest payable and similar charges 5 (7,018,474) (7,368,826)
Profit on ordinary activities before taxation 201,082 202,655
Tax on profit on ordinary activities 6 204,389 (28,814)

Profit on ordinary activities after taxation and total comprehensive
income 405,471 173,841

The group operations have been engaged solely in continuing activities in a single class of business within the United Kingdom.

There is no difference between the loss for the financial period as shown in the statement of comprehensive income and income

statement and its historical cost equivalent.

The notes on pages 15 to 30 form part of these financial statements

10



Sustainable Communities for Leeds (Holdings) Limited
Consolidated statement of financial position as at 31 March 2020

31 Mar
2020
Note £
Current assets
Debtors:
- amounts falling due within one year 9 6,914,021
- amounts falling due after more than one year 9 79,569,924
Cash at bank 16,562,814
103,046,759
Creditors: amounts falling due within one year 12 (18,333,567)
Net current assets
Creditors: amounts falling due after more than
one year 12
Net liabilities
Capital and Reserves
Called up share capital 15
Profit and loss account

Shareholder’s deficit

31 Mar
2020

9,610,864

84,713,192

(94,449,732)

(9,736,540)

51,000

(9,787,540)
(9,736,540)

31 Mar
2019

6,094,817
86,126,153

101,831,834

(10,843,139)

The financial statements were approved by the board and authorised for issue on 22 July 2020 and signed on its behalf by:

D Vermeer
Director

Company number 08319372

The notes on pages 15 to 30 form part of these financial statements.

11

31 Mar
2019

90,988,695

(101,130,706)

(10,142,011)

51,000

10,183,011
(10,142,011)



Sustainable Communities for Leeds (Holdings) Limited
Company statement of financial position as at 31 March 2020

31 Mar 31 Mar 31 Mar 31 Mar
2020 2020 2019 2019
Note £ £ £ £
Fixed assets
Investments 7 51,000 51,000
Current assets
- amounts falling due within one year 8 1,897,320 547,941
- amounts falling due after more than one year 8 16,249,306 16,854,667
Cash at bank - -
18,146,626 17,402,608
Creditors: amounts falling due within one year 1 (1,897,320) (547,941)
Net current assets 16,249,306 16,854,667
Total assets less current liabilities 16,300,306 16,805,667
Creditors: amounts falling due after more than 11 (16,249,306) (16,854,667)
one year
Net liabilities 51,000 51,000
Capital and Reserves
Called up share capital 15 51,000 51,000
Profit and loss account - -
Shareholders' funds ) 51,000 51,000

The entity has taken exemption from presenting its unconsolidated profit and loss account under section 408 of Companies Act 2006.
The Company did not record a profit in the year (2019: £Nif).

The financial statements werg approved by the board and authorised for issue on 22 July 2020 and signed on its behalf by:

D Vermeer
Director

Company number 08319372

The notes on pages 15 to 30 form part of these financial statements.

12



Sustainable Communities for Leeds (Holdings) Limited
Statement of changes in equity for the year ended 31 March 2020

Profit and
Group Share capital loss Total
£ £ £
1 April 2018 51,000 (10,366,852) (10,315,852)
Profit for the year - 173,841 173,841
31 March 2019 51,000 (10,193,011) (10,142,011)
1 Aprit 2018 51,000 (10,193,011) (10,142,011)
Profit for the year - 405,471 405,471
31 March 2020 51,000 {9,787,540) (9,736,540)
Profit and
Company Share capital loss Total
£ £ £
1 April 2018 51,000 - 51,000
Profit for the year . R -
31 March 2019 51,000 - 51,000
1 April 2019 51,000 - 51,000
Profit for the year - - -
31 March 2020 * 51,000 - 51,000

The notes on pages 15 to 30 form part of these financial statements.

13



Sustainable Communities for Leeds (Holdings) Limited
Consolidated Statement of Cash Flows for the year ended 31 March 2020

Note

Cash flow from operating activities
Operating Profit for the financial year
Adjustments for:

Decrease in trade and other debtors
Increase/(decrease) in creditors and accruals
Corporation Tax paid

Net cash generated from operating activities

Cash flows from investing activities
Interest received 4

Net cash from investing activities

Cash flows from financing activities

Repayment of bond

Repayment of subordinated loan

Finance costs 5
Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year
Cash and cash equivalents at the end of year

Cash and cash equivalents comprise:

Cash at bank and in hand

The notes on pages 15 to 30 form part of these financial statements.
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Year ended Year ended
31 Mar 31 Mar
2020 2019
Restated
£ £
1,606,452 1,565,109
5,944,728 6,135,796
466,380 (412,025)
(2,785) (1,776)
6,408,323 5,721,995
8,014,775 7,287,104
5,613,104 6,006,372
5,613,104 6,006,372
(2,919,522) (9,625,255)
(265,544) (430,357)
(3,490,863) (9,811,092)
(6,675,929) (19,866,705)
6,951,950 (6,573,229)
9,610,864 16,184,093
16,562,814 9,610,864
16,562,814 9,610,864
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020

Accounting policies

Sustainable Communities for Leeds (Holdings) Limited is a company incorporated in England and Wales
under the Companies Act and is limited by shares. The address of the registered office is given on the
contents page and the nature of the group’s operations and its principal activities are set out in the strategic
report.

The financial statements have been prepared in accordance with FRS 102, the Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland.

Basis of preparation of accounts

The financial statements are group statements and have been prepared by consolidating the results of all the
subsidiary bodies within the Sustainable Communities for Leeds (Holdings) Limited group in accordance with
FRS 102.

Parent Company exemptions

In preparing the separate financial statements of the Parent Company, advantage has been taken of the
following disclosure exemptions available in FRS 102:

. Only one reconciliation of the number of shares outstanding at the beginning and end of the period has
been presented as the reconciliations for the Group and the Parent Company would be identical;

. No cash flow statement has been presented for the Parent Company; and
. No disclosure has been given for the aggregate remuneration of the key management personnel of the
Parent Company as their remuneration is included in the totals for the Group as a whole.

Going concern

The financial statements have been prepared on a going concern basis. The directors have prepared
projected cash flow information for at least twelve months from the date of their approval of these financial
statements. On the basis of this cash flow information, the directors consider that the group will continue to
operate within the long term facility currently agreed. The project is continuing in line with the expected
business model and continues to expect to generate profits in future years through the operating phase of the
project. Accordingly, despite the context of an uncertain economic climate the directors have a reasonable
expectation that the group has adequate resources to continue in operational existence for the foreseeable
future and therefore adopt the going concern basis in preparing the annual report and financial statements.
The UK's expected departure from the European Union is not considered to present a significant risk to the
aroup.

The Group is exposed to the COVID-19 risk as a resuit of the inherent uncertainty around the impact of the
pandemic on UK society and economy. Whilst the Group itself is not considered to be significantly exposed,
subcontractors which it engages with are considered to have exposure in relation to labour and the ability to
continue to perform required services. The Group is aware of the Government guidance for public bodies on
payment to suppliers to ensure service continuity during and after the coronavirus outbreak, which provides
additional assurance. Nevertheless, performance risk under the Project Agreement and related contracts are
passed on to the service providers and to the building contractor. The obligations of these subcontractors are
underwritten either by performance guarantees issued by banks or by parent company guarantees. Due to the
evolving nature of the risk, the Board continue to actively monitor developments.

Attempts to mitigate the impact centres around constant communication and adherence to Government

guidelines.
The directors do not expect there to be any adverse material effect.

Turnover

Turnover represents a margin applied to the costs incurred during the operational phase of the project. The
margin is calculated by the financial model using the total expected income and costs over the life of the
project. As a result, turnover is recognised on a proportionate basis to costs incurred. All turnover originates
in the United Kingdom.

The group recognises income when it has fully fulfiled its contractual obligations. In accordance with
Financial Reporting Standard (FRS) 102, the group includes sales and purchase transactions related to
variations under the original contract where the benefits and risks are retained by the group, within the
financial statements as turnover and operating costs.
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

Accounting policies (continued)

Transactions to which the group does not have access to all the significant benefits and risks are excluded
from the financial statements.

Taxation

Current tax is provided at amounts expected to be paid (or recovered) using tax rates and laws that have
been enacted or substantially enacted by the balance sheet date.

Deferred tax is recognised in respect of timing differences that have originated but not reversed at the
balance sheet date where an event or transaction has occurred at the balance sheet date that results in an
obligation to pay more or less tax in future.

Deferred tax is measured at the average tax rates that are expected to reverse, based on tax rates that have
been enacted or substantively enacted by the balance sheet date.

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

Investments

Investments in subsidiary undertakings are stated at cost less an appropriate provision to reflect any
impairment in the value of the investments.

Finance costs

In accordance with FRS 102, all finance costs, which are directly attributable to the issuing of the debt, are
offset against the related borrowings within creditors and amortised over the life of those borrowings.

Financial asset - contract debtor

Attributable finance costs incurred on debt borrowings during the construction phase were capitalised on a
gross basis before the deduction of any tax relief, in line with related construction activity. The amounts
receivable are treated as a long term contract debtor with a constant amount of the planned net revenue
arising from the project being allocated to remunerate the contract debtor. Imputed interest receivable is
allocated to the contract debtor using a property specific rate to generate a constant rate of return over the life
of the contract. Over the course of the contract term the contract debtor is expected to be fully repaid. The
remainder of the PF| unitary charge income is included in turnover in accordance with FRS 102. The group
recognises income in respect of services it provides as it fulfils its contractual obligations in respect of those
services.

Financial instruments - Bond valuation

The Bond is valued at amortised cost using the effective interest rate. This is as prescribed in the contractual
documentation. The repayment schedule is fixed within the contractual documents and so the resulting
valuation will not change.

Financial Guarantor

The Bond repayments are guaranteed by the Majority Creditor, Assured Guaranty Municipal Corporation and
Assured Guaranty (Europe) Limited. The amounts guaranteed are those due for payment but are unpaid by
reason of non-payment by the Company. They do not guarantee prepayments or accelerated payments.

Major maintenance replacement

Income is deferred to future periods, as described above in financial asset - contract debtor accounting policy,
to cover the future major maintenance expenditure, in order to match the element of income with the costs to
which it relates. The turnover and costs of sale are recorded, in the profit and loss account, in the period in
which the costs of major maintenance replacement are incurred.
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

-

Accounting policies (continued)
Contract retentions

Contract retentions represent amounts due once certain criteria on projects are fulfilled, and are provided
at agreed contract rates.

Restatement

The previous years' Consolidated Statement of Cash Flows has been restated. £2,440,177 was
reclassified from bond repayment to finance costs. This did not have any impact on the cash generated
from financing activities as it is merely a reclasiification between two subheadings within of the
Consolidated Statement of Cash Flows.

2 Judgement in applying accounting policies and key sources of estimation uncertainty

The group makes estimates and assumptions concerning the future. Management are also required to
exercise judgment in the process of applying the group accounting policies. Estimates and judgements are
continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances.

The Group makes judgements on the recoverability of the amounts recoverable on long term contracts,
based on the receipt of the unitary fee by its subsidiary company, Sustainable Communities for Leeds
Limited, in accordance with the contractual payment mechanisms contained in the project agreement with
its client, Leeds City Council.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 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 revision and future periods if the revision affects both current and future periods.

Estimates may differ for a variety of reasons, including macroeconomic factors such as inflation and
interest rates achieved, as well as project specific factors such as estimated future operating costs.
Changes to estimates may impact on the profitability of the project. The financial model includes sensitivity
analysis which can be carried out when required.

Certain critical accounting judgements in applying the subsidiary Company's accounting policies are
described below:

- Accounting for the service concession contract and finance debtors requires an estimation of service
margins, finance debtors interest rates and associated amortisation profile which is based on forecasted
results of the PFI contract.

3 Operating profit

The Group and Company had no employees during the year other than the directors. No remuneration
was paid directly by the Group or Company to the directors in respect of their services to Group and
Company.

The amount incurred by the Company relating to the services of the directors totalled £56,923 (2019 -
£32,863) and reflects the secondment costs recharged to the Company by each shareholder. None of the
directors received any defined benefit or defined contribution pension scheme contributions from the
Company.

The auditors' remuneration in respect of the audit of the group's financial statements was £31,400 (2019 -
£31,400). These costs have been borne by Sustainable Communities for Leeds Limited, of which £1,850
(2019 - £1,850) relates to the audit of Sustainable Communities for Leeds (Finance) Pic, and £2,550 (2019 -
£2,550) relates to Sustainable Communites for Leeds (Holdings) Limited, has not been recharged.
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Sustainable Communities for Leeds (Holdings) Limited

Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

4 Interest receivable and similar income

Company

Interest on amounts due from group undertakings

Group

Finance debtor imputed interest
Bank interest receivable
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Year ended Year ended
31 Mar 31 Mar
2020 2019

£ £

2,034,764 2,086,245
2,034,764 2,086,245
Year ended Year ended
31 Mar 31 Mar
2020 2019

£ £

5,607,227 6,002,211
5,877 4,161
5,613,104 6,006,372




Sustainable Communities for Leeds (Holdings) Limited

Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

5 Interest payable and similar charges

Company

Interest on amounts due to shareholders

Group

Interest and fees payable on Bond
Interest on subordinated loan
Amortisation of fees

Finance guarantor ongoing fee
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Year ended Year ended
31 Mar 31 Mar
2020 2019

£ £
2,034,764 2,086,245
2,034,764 2,086,245
Year ended Year ended
31 Mar 31 Mar
2020 2019

£ £
4,581,466 4,863,489
2,034,764 2,086,245
131,108 131,109
271,135 287,983
7,018,473 7,368,826




Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

6 Taxation on profit from ordinary activities

(a) Analysis of tax charge for the year

Current tax:
UK corporation tax on profits for the year

Deferred tax:
Origination and reversal of timing differences

Tax on profit on ordinary activities

(b) Factors affecting current tax charge

The tax assessed for the year is lower than the standard rate of corporation tax in the UK of 19%.

The differences are explained below:

Profit on ordinary activities before taxation
Profit on ordinary activities multiplied by effective rate
of corporation tax in the UK of 19% (2019 - 19%)

Closing deferred tax rate adjustment (see footnote)

Tax for the year (note 6(a))

Year ended Year ended
31 Mar 31 Mar
2020 2019
£ £
3,314 4,558
(207,703) 24,256
(204,389) 28,814
Year ended Year ended
31 Mar 31 Mar
2020 2019
£ £
201,082 202,655
38,206 38,505
1 (9,691)
38,207 28,814

The group has losses of £12,107,366 (2019 - £12,308,448) available to carry forward against future taxable profits.

The closing deferred tax balance has been adjusted to reflect the tax rate applicable when the losses are expected to be

utilised, based on substantively enacted rates at the balance sheet date.
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

7 Investments in subsidiary undertakings

31 Mar 31 Mar

2020 2019

Company . £ £
Cost and net book value 51,000 51,000

The directors consider the value of the investments to be supported by the Project Agreement held with Leeds City Council
to provide the services for an operating period of 19 years.

The investment represents a holding of 100% of the £1 ordinary issued equity share capital of both Sustainable Communities
for Leeds Limited and Sustainable Communities for Leeds (Finance) Plc. The principal activity of Sustainable Communities
for Leeds Limited is the refurbishment and development of properties in Leeds. The principal activity of Sustainable
Communities for Leeds (Finance) Plc is the raising of finance.

Both of the subsidiaries have been fully consolidated.
The group has no investments.
All companies within the group have the same registered address, Unit 18, Riversway Business Village, Navigation Way,

Ashton-on ribble, Preston, PR2 2YP.

8 Debtors — Company

31 Mar 31 Mar
2020 2019
£ £
Amounts falling due within one year:
Amounts owed by group undertakings 1,897,320 547,941
Amounts falling due after more than one year:
Amounts owed by group undertakings 16,249,306 16,854,667

A loan has been made from Sustainable Communities for Leeds (Holdings) Limited to Sustainable Communities (Finance)
Plc. Interest accrues on amounts owed by group undertakings relating to the loan, at a fixed rate of 11.75% per annum. The
loan is repayable by instalments from 30 September 2017 and over the remaining life of the project, and is unsecured.
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

9 Debtors - Group

31 Mar 31 Mar
2020 2019
£ £
Amounts falling due within one year:

Amounts recoverable on contracts 6,477,390 6,064,748
Trade debtors 351,548 -
Prepayments and accrued income 85,083 30,069
6,914,021 6,094,817

Amounts falling due after more than one year:
Amounts recoverable on contract 77,266,211 84,030,143
Deferred tax asset (note 10) 2,303,713 2,096,010
79,569,924 86,126,153
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Sustainable Communities for Leeds (Holdings) Limited

Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

10 Deferred tax asset

1"

Deferred tax asset

The movements in deferred tax during the year are as follows:

At 1 April
Charge to the profit and loss account (note 6(a))

At 31 March

The deferred tax asset consists of:
Tax losses available

Creditors — Company

Amounts falling due within one year:
Subordinated loan (note 13)

Amounts falling due after more than one year:
Subordinated loan (note 13)
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31 Mar 31 Mar
2020 2019

£ £
2,303,713 2,096,010
2,096,011 2,120,267
207,703 (24,256)
2,303,713 2,096,011
2,303,713 2,096,011
Year ended Year ended
31-Mar 31-Mar
2020 2019

£ £
1,897,320 547,941
16,249,306 16,854,667




Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

12 Creditors - Group

31 Mar 31 Mar
2020 2019
£ £
Amounts falling due within one year:

Bond (note 13) 11,331,214 5,790,481
Subordinated loan (note 13) 1,897,320 547,941
Trade creditors 579,223 272,660
Retention provision 3,604,766 3,604,764
VAT creditor 505,442 519,737
Corporation Tax 3,311 2,782
Accruals and deferred income 412,291 104,774
18,333,567 10,843,139

Amounts falling due after more than one year:
Bond (note 13) 78,200,426 84,276,039
Subordinated loan (note 13) 16,249,306 16,854,667
94,449,732 101,130,706
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

13 Loans and borrowings

Company
31 Mar 31 Mar
2020 2019
£ £
Amounts owed to shareholders - loan 18,146,626 17,402,608

Maturity of debt:

Within one year 1,897,320 547,941
Between one and two years 652,982 605,361
Between two and five years 1,845,675 1,945,229
In more than five years 13,750,649 14,304,077
18,146,626 17,402,608

The shareholders purchased loan notes, from Sustainable Communities for Leeds (Holdings) Limited, of £12,680,000, which is
repayable over the life of the project. Interest is payable at a rate of 11.75%, and the loan is unsecured. The amount outstanding at
31 March 2020 was £18,146,626 (2019 - £17,402,608).
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

13 Loans and borrowings (continued)

Group
31 Mar 31 Mar
2020 2019
£ £
Bond 91,172,103 91,838,091
Subordinated loan 18,146,626 17,402,608
109,318,729 109,240,699
Less: unamortised issue costs (1,640,463) (1,771,671)
107,678,266 107,469,128
Maturity of debt:
Within one year 13,359,642 6,469,530
Between one and two years 7,091,883 6,812,082
Between two and five years : 20,839,566 21,271,096
In more than five years 68,027,638 74,687,991
109,318,729 109,240,699
Less: unamortised issue costs (1,640,463) (1,771,571)
107,678,266 107,469,128

Bonds at 31 March 2020 totalled £91,172,103 (excluding issue costs) (2019 - £91,838,091). Interest is charged at a rate of
5.069%. The Bonds are due for repayment by September 2032. The group is to repay the Bonds in 39 instalments.

The total issue costs of the Bond were £2,817,518 (2019 - £2,817,518) with £1,640,463 remaining unamortised at 31 March 2020
(2019 - £1,771,571).

The shareholders purchased loan notes, from Sustainable Communities for Leeds (Holdings) Limited, of £12,680,000, which is
repayable over the life of the project. Interest is payable at a rate of 11.75%, and the loan is unsecured. The amount
outstanding at 31 March 2020 was £18,146,626 (2019 - £17,402,608).
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

14 Flnancial Instruments

Financlal Assets

Financial assets that are measured at amortised cost

Financial Liabilities

Financial liabilities that are measured at amortised cost
Interest receivable on financial assets measured at amortised cost

Interest payable on financial liabilities measured at amortised cost

Group Group Company Company

31 Mar 31 Mar 31 Mar 31 Mar

2020 2019 2020 2019

£ £ £ £
100,306,415 99,705,755 18,146,626 17,402,608
(112,274,546) (111,971,063) (18,146,626) (17,402,608)
5,613,104 6,006,372 2,034,764 2,086,245
(7,018,473) (7,368,826) ’ (2,034,764) (2,086,245)

Financial assets measured at amortised cost comprise Trade debtors and amounts owed by group companies.

Financial liabilities measured at amortised cost comprise Trade creditors, intergroup loans and Bond.

Information regarding the group’s exposure to and management of credit risk, liquidity risk, market risk, and interest rate risk is included in the Directors’ report.

15 Share capital *

Company and group

Ordinary share of £1 each

Allotted, called up and fully paid

2020 2019 2020 2019
Number Number £ £
51,000 51,000 51,000 51,000

Shareholders have equal vating rights. Distributions are calculated through the financial mode! and are made as per the contract documents. Approval

is also required from the Majority Creditor. There are no preference shares.
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Sustainable Communities for Leeds (Holdings) Limited

Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

16 Net debt reconciliation

Borrowings due

Borrowings due

Cash and cash

before one year after one year Subtotal equivalents Total

2020 2020 2020 2020 2020

£ £ £ £ £

Balance at 1 April 2019 (6,338,422) {101,130,706) (107,469,128) 9,610,864 (97,858,264)
Bond payment 2,819,522 - 2,919,522 - 2,919,522
Loan note payment 265,544 - 265,544 - 265,544
Other non-cash changes and equivalents {10,075,178) 6,680,974 (3,394,204) - (3,394,204)
Cash changes - - - 6,951,950 6,951,950
Balance at 31 March 2020 (13,228,534) (94,449,732) (107,678,266) 16,562,814 (91,115,452)

Non cash movements relate to balancing amounts to be paid on the loans within one year and after one year.
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

17 Commitments

Group

Under the terms of a Facilities Management Agreement between Sustainable Communities for Leeds Limited and Keepmoat
Limited, Sustainable Communities for Leeds Limited is committed to pay £15,579,071 in Lifecycle costs (plus applicable inflation)
net of any deductions that are for the account of Keepmoat in the period to 31 March 2033. The outstanding commitment at 31
March 2020 (including estimated future inflation) is £25,940,711 (2018 - £26,004,697).

31-Mar 31-Mar

2020 2019

£ £

Within one year 196,401 130,383
Between one and two years 112,905 92,503
Between two and five years 1,456,110 867,240
In more than five years 24,175,295 24,914,571
25,940,711 26,004,697
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

18 Related party transactions

Group and company

Related party transactions during the year consisted of long-term loan facilities and general operating costs with Equitix
Housing 2 Limited, PiP Infrastructure Investments (no. 5) Limited and Engie Regeneration (FHM) Limited and are
disclosed below stated net of value added tax (where applicable).

The group has taken advantage of the exemption available in FRS 102 whereby it has not disclosed transactions‘ with
other group undertakings.

Equitix Housing 2 Limited — Shareholder of the group
During the period, Sustainable Communities for Leeds Limited has:

- Paid Director's fees of £18,953 (2019 - £7,191). At 31 March 2020 the outstanding payment due was £5,624 (2019 -
£3,750).

During the period, Sustainable Communities for Leeds Holdings Limited has:

- Paid interest of £512,602 (2019 - £1,043,123). At 31 March 2020, subordinated debt interest payments due totalled
£504,780 (2019 - £Nil).

- Paid capital of £132,772 (2019 - £215,178). At 31 March 2020 the subordinated debt capital balance due totalled
£8,568,532 (2019 - £8,701,304).

PiP Infrastructure Investments (no. 5) Limited —- Shareholder of the group

During the period, Sustainable Communities for Leeds Limited has:

- Paid Director's fees of £33,644 (2019 - £7,500). At 31 March 2020 the outstanding payment due was £5,624 (2019 -
£10,672).

During the period, Sustainable Communities for Leeds Holdings Limited has:

- Paid interest of £512,602 (2019 - £1,043,123). At 31 March 2020, subordinated debt interest payments due totalled
£504,780 (2019 - £Nil).

- Paid capital of £132,772 (2019 - £215,178). At 31 March 2020 the subordinated debt capital balance due totalled
£8,568,532 (2019 - £8,701,304).
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Sustainable Communities for Leeds (Holdings) Limited
Notes forming part of the financial statements
for the year ended 31 March 2020 (continued)

19 Ultimate pareht undertaking and controlling party

The share capital of Sustainable Communities for Leeds (Holdings) Limited is held 50% by Equitix Housing 2
Limited and 50% by PiP Infrastructure Investments (no. 5) Limited. In the opinion of the directors there is no
uftimate parent undertaking or controlling party.
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