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Strategic Report for the year ended 31 March 2023

Principal activities

The principal activity of Sanctuary Capital PLC (the Company) is to act as an onward lender of monies
raised via the debt capital market to its immediate parent company, Sanctuary Treasury Limited. This is
expected to continue in the foreseeable future. The Company is part of the Sanctuary Group (the Group)
of entities.

Review of the business and future developments

The Directors are satisfied with the results for the year, a profit for the year of £5,000 (2022: £4,000), and
expect future performance to continue on the same basis.

The Company operates as a Group funding vehicle and has on-lent all of its funds to Sanctuary Treasury
Limited, which in turn has on-lent to Sanctuary Housing Association, Sanctuary Scotland Housing
Association Limited and Sanctuary Affordable Housing Limited. Surpluses generated by these borrowers
are used to pay interest on the existing issues in accordance with the prevailing agreements.

The Company issued a £150 million tap of its existing bond in July 2022 at a coupon of 2.375 per cent due
2050, demonstrating the confidence investors have in the Group and its long-term strategic aims. The
proceeds will be on-lent by the Company to support the Group’s investment plans to enhance current
stock, develop new affordable homes, and deliver services in line with the Group’s social purpose of
providing housing and care to those in need.

Based on a detailed assessment of the cash flow forecasts of the Group, including the Company's ultimate
borrowers, which have been updated to cover a period of at least 12 months from the date of approval of
these financial statements and have been subjected to a number of plausible downside scenarios, the
Directors are confident in the ability of the borrowers to continue to meet their obligations in line with
existing agreements.

The financial statements have been prepared on a going concern basis. Further details are given in note
1.

Key performance indicators
The Company operates as a Group funding vehicle and as such has no specific key performance indicators.

The entity is monitored against an original performance model and it is thus expected to break even. A gain
occurred as a result of a derivative utilised as part of the Company’s risk management strategy to secure
the final gilt price on the 2010 bond tap issue. This gain occurred during the financial year ended 31 March
2011 and the amortisation of this will result in a small surplus each year over the life of bonds issued.

Financial risk management

The Company’s operations expose it to a variety of financial risks that include the effects of interest rate
risk, liquidity risk and credit risk. The Group has in place a risk management programme that seeks to
limit the adverse effects on the financial performance of the Company by monitoring levels of debt finance
and related finance costs.

Interest rate risk

At 31 March 2023, 100% (2022: 100%) of the Company’s debt was on fixed rate terms. There is no
intention to repay any debt prior to maturity; therefore any movement in the market value of debt due to
changes in interest rates is not deemed material to the on-going operations of the Company.

Liquidity risk

The Company actively lends the full amount of the loans it has itself borrowed, thus the entity has assets
to fully offset its liabilities and interest receivable to offset its interest payable.
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Strategic Report for the year ended 31 March 2023 (continued)

Financial risk management (continued)

Credit risk

Attached to the intercompany borrowings is a financial guarantee from Sanctuary Housing Association,
Sanctuary Scotland Housing Association Limited and Sanctuary Affordable Housing Limited, being the
entities that draw down monies from Sanctuary Treasury Limited, which is secured by first legal mortgages
over property assets with a value in excess of total borrowings. All of these borrowers have signed up
and agreed to the guarantee and security agreement with Sanctuary Capital PLC.

Results and Gift Aid payments

The results of the Company for the year ended 31 March 2023 are set out on page 12. The Directors
approve a Gift Aid payment to the ultimate parent undertaking of £6,000 (2022: £5,000). The Directors do
not recommend the payment of a dividend (2022: Nil).

By order of the Board.

[ DocuSigned by:
72A4179EC487409...
Craig Moule

Chair
21 September 2023
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Directors’ Report for the year ended 31 March 2023

The Directors present their annual report and audited financial statements for the year ended 31 March
2023.

Incorporation
The Company was incorporated on 3 February 2009 under the Companies Act 2006 number 06808472.

The Company’s ultimate parent undertaking is Sanctuary Housing Association and the Company forms part of
the Sanctuary Group of entities.

Directors

The Directors of the Company who have served during the year and to the date the financial statements
were signed were:

Craig Moule (Chair)
Luigi Belli
Ed Lunt

Company Secretary
Nicole Seymour

Going concern
The Directors confirm that they have a reasonable expectation that the Company has adequate resources

to continue in operational existence for the foreseeable future. Accordingly the Company continues to adopt
the going concern basis in its financial statements. Further details are given in note 1.
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Directors’ Report for the year ended 31 March 2023 (continued)

Statement of Directors’ responsibilities in respect of the Strategic Report, Directors’ Report and the
financial statements

The Directors are responsible for preparing the Strategic Report, the Directors’ Report 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 they have elected to prepare the financial statements in accordance with UK accounting standards
and applicable law (UK Generally Accepted Accounting Practice), including FRS 101 Reduced
Disclosure Framework.

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:

e select suitable accounting policies and then apply them consistently;

e make judgments and estimates that are reasonable and prudent;

o state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

e assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

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 responsible for such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error, and have general responsibility for taking such steps as are reasonably open to them
to safeguard the assets of the Company and to prevent and detect fraud and other irregularities.

Disclosure of information to auditor

In the case of each Director in office at the date the Directors’ Report is approved:

e so far as the Director is aware, there is no relevant audit information of which the Company’s auditor
is unaware; and

e they have taken all the steps that they ought to have taken as a Director in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditor is aware of that
information.

Independent statutory auditor

KPMG LLP has indicated their willingness to continue in office. A resolution concerning the
appointment of the auditor will be proposed at the Annual General Meeting.

By order of the Board.

[DocuSigned by:
72A4179ECA487409..

craig vioule

Director
21 September 2023
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SANCTUARY CAPITAL PLC
1 Our opinion is unmodified

We have audited the financial statements of Sanctuary Capital Plc (“the Company”) for the year ended 31
March 2023 which comprise the Profit and Loss Account and Other Comprehensive Expense, Balance
Sheet, Statement of Changes in Equity and the related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e give a true and fair view of the state of the Company’s affairs as at 31 March 2023 and of its profit for
the year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework; and

e 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 are described below. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our opinion. Our audit opinion is consistent with our report
to the audit committee.

We were first appointed as auditor by the directors on 28 November 2014. The period of total uninterrupted
engagement is for the eight financial years ended 31 March 2023. We have fulfilled our ethical
responsibilities under, and we remain independent of the Company in accordance with, UK ethical
requirements including the FRC Ethical Standard as applied to listed public interest entities. No non-audit
services prohibited by that standard were provided.

2 Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgement, were of most significance in the
audit of the financial statements and include the most significant assessed risks of material misstatement
(whether or not due to fraud) identified by us, including those which had the greatest effect on: the overall
audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement team.
We summarise below the key audit matter (unchanged from 2022), in decreasing order of audit significance
in arriving at our audit opinion above, together with our key audit procedures to address those matters and,
as required for public interest entities, our results from those procedures. This matter was addressed, and
our results are based on procedures undertaken, in the context of, and solely for the purpose of, our audit
of the financial statements as a whole, and in forming our opinion thereon, and consequently are incidental
to that opinion, and we do not provide a separate opinion on this matter.

Recoverability of Long Term Debtors
Long Term Debtors (amounts falling due in more than one year) £1,334.5 million (2022: £1,227 .5million)

The risk — low risk high value

The Company’s primary activity is to issue bonds and on-lend to authorised borrowers within the Group. It
therefore has long term liabilities which relate to the bonds issued and long term intercompany debtors
which relate to the loans provided to Group members.

Their recoverability is not at a high risk of significant misstatement or subject to significant judgement.
However, due to their materiality in the context of the Company financial statements, this is considered to
be the area that has the greatest effect on our overall Company audit.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SANCTUARY CAPITAL PLC
CONTINUED

Our response

Our procedures included:

Test of detail: Assessing the recoverability for 100% of intercompany long term debtors owed by the
authorised borrower within the Group to identify, with reference to the borrower’s financial balance sheet
for the year ended 31 March 2023, whether they have a positive net asset value and sufficient headroom
to cover the debt owed, and that future cash flow plans include repayment of the debt.

Assessment of borrower: Assessing the work performed by the Group audit team, and considering the
results of that work, on those net assets. This included assessment of the fair value headroom available on
those net assets, and therefore the ability of the borrower to fund repayment of the receivable. We critically
assessed the directors’ going concern assessment, including the reasonableness of the key assumptions
used by the borrower in their cash flow forecasts and the level of downside sensitivities applied using our
knowledge of COVID-19 scenarios being applied by other entities.

Our results

We found the Company’s assessment of the recoverability of the long term debtor balance to be acceptable
(2022 result: acceptable).

3 Our application of materiality and an overview of the scope of our audit

Materiality for the financial statements as a whole was set at £13.5 million (2022: £4.9 million), determined
with reference to a benchmark of total assets, of which it represents 1% (2022: 0.4%).

In line with our audit methodology, our procedures on individual account balances and disclosures were
performed to a lower threshold, performance materiality, so as to reduce to an acceptable level the risk that
individually immaterial misstatements in individual account balances add up to a material amount across
the financial statements as a whole .

Performance materiality was set at 75% (2022: 75%) of materiality for the financial statements as a whole,
which equates to £10.1 million (2022: £3.7 million).

We applied this percentage in our determination of performance materiality because we did not identify any
factors indicating an elevated level of risk.

We agreed to report to the Audit Committee any corrected or uncorrected identified misstatements
exceeding £675,000 (2022: £244,000), in addition to other identified misstatements that warranted reporting
on qualitative grounds.

Our audit of the Company was undertaken to the materiality level specified above and was performed by a
single audit team.

4 Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to
liquidate the Company or to cease its operations, and as they have concluded that the Company’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that
could have cast significant doubt over its ability to continue as a going concern for at least a year from the
date of approval of the financial statements (“the going concern period”).

In our evaluation of the Directors’ conclusions, we considered the inherent risks to the Company’s business
model and analysed how those risks might affect the Group’s and Company’s financial resources or ability
to continue operations over the going concern period. The risk that we considered most likely to adversely
affect the Company’s available financial resources over this period was:

8
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SANCTUARY CAPITAL PLC
CONTINUED

e Recoverability of long term debtors

We considered whether these risks could plausibly affect the liquidity in the going concern period by
assessing the Directors’ sensitivities over the level of available financial resources indicated by the
Company’s financial forecasts taking account of severe, but plausible adverse effects that could arise from
this risk.

Our procedures are also inherently linked with our key audit matter in relation to the recoverability of the
long term debtors; as the borrowers inability to meet their obligations to the Company would result in the
inability of the Company to meet its own obligations as they fall due. Consequently, our procedures noted
above took into account the financial forecasts of the Group, including the Company’s borrowers.

Our conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is appropriate;

e we have not identified, and concur with the directors’ assessment that there is not, a material
uncertainty related to events or conditions that, individually or collectively, may cast significant doubt
on the Company's ability to continue as a going concern for the going concern period; and

e we found the going concern disclosure in note 1 to be acceptable.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
above conclusions are not a guarantee that the Company will continue in operation.

5 Fraud and breaches of laws and regulations — ability to detect
Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that
could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk
assessment procedures included:

e Enquiring of board members and management as to the company’s high-level policies and
procedures to prevent and detect fraud, as well as whether they have knowledge of any actual
suspected or alleged fraud; and

e Reading Board minutes

As required by auditing standards and taking into account our overall knowledge of the control environment,
we perform procedures to address the risk of management override of controls, in particular the risk that
management may be in a position to make inappropriate accounting entries. On this audit we do not believe
there is a fraud risk related to revenue recognition because of the limited opportunity and incentive for
fraudulent revenue recognition and the limited judgement in respect of revenue recognition.

We did not identify any additional fraud risks.
We performed procedures including the identification of journal entries and other adjustments to test based

on risk criteria and comparing the identified entries to supporting documentation. These included those
posted to unusual accounts.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SANCTUARY CAPITAL PLC
CONTINUED

Identifying and responding to risks of material misstatement due to non-compliance with laws and
regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on
the financial statements from our general commercial and sector experience, and through discussion with
the directors and other management (as required by auditing standards) and from inspection of the
Company’s regulatory and legal correspondence; and discussed with the directors and other management
the policies and procedures regarding compliance with laws and regulations.

As the Company is regulated, our assessment of risks involved gaining an understanding of the control
environment including the entity’s procedures for complying with regulatory requirements.

We communicated identified laws and regulations throughout our team and remained alert to any
indications of non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

The Company is subject to laws and regulations that directly affect the financial statements including
financial reporting legislation (including related companies legislation), distributable profits legislation, and
taxation legislation and we assessed the extent of compliance with these laws and regulations as part of
our procedures on the related financial statement items.

Whilst the Company is subject to many other laws and regulations, we did not identify any others where
the consequences of non-compliance alone could have a material effect on amounts or disclosures in the
financial statements.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected
some material misstatements in the financial statements, even though we have properly planned and
performed our audit in accordance with auditing standards. For example, the further removed non-
compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would identify
it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit
procedures are designed to detect material misstatement. We are not responsible for preventing non-
compliance or fraud and cannot be expected to detect non-compliance with all laws and regulations.

6 We have nothing to report on the other information in the Annual Report

The directors are responsible for the other information presented in the Annual Report together with the
financial statements. Our opinion on the financial statements does not cover the other information and,
accordingly, we do not express an audit opinion or, except as explicitly stated below, any form of assurance
conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial
statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work we have not identified material
misstatements in the other information.
Strategic report and directors’ report

Based soley on our work on other information:

° we have not identified material misstatements in those reports;

° in our opinion the information given in the strategic report and the directors’ report for the financial
year is consistent with the financial statements; and

° in our opinion those reports have been prepared in accordance with the Companies Act 2006.

10



DocuSign Envelope ID: 1BAC5FES5-13C9-4BDD-9309-4A9AD96D6ESD

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SANCTUARY CAPITAL PLC
CONTINUED

7 We have nothing to report on the other matters on which we are required to report by exception

Under the Companies Act 2006, we are required to report to you if, in our opinion:

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

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

e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.
8 Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page 6, the directors are responsible for: the
preparation of the financial statements including being satisfied that they give a true and fair view; such
internal control as they determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error; 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 they either intend to liquidate the Company or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s
report. Reasonable assurance is a high level of assurance, but does not 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 aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’'s website at
www.frc.org.uk/auditorsresponsibilities.

9 The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the 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
Company and the Company’s members, as a body, for our audit work, for this report, or for the opinions
we have formed.

PGS

Michael Froom (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

Date: 22 September 2023

KPMG

11
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Profit and Loss Account and Other Comprehensive Expense for the year ended 31 March 2023

Notes 2023 2022

£000 £000

Revenue 6 5
Operating profit 2 6 5
Interest receivable and similar income 3 56,030 52,988
Interest payable and similar expenses 4 (56,030) (52,988)
Profit before tax 6 5
Tax on profit 5 (1) (1)
Profit for the financial year 5 4

There are no differences between the profit before tax and the profit for the years stated above and their
historical cost equivalents.

The profit for the years relate wholly to continuing activities.

Other Comprehensive Expense for the year ended 31 March 2023

Notes 2023 2022

£000 £000

Profit for the financial year 5 4
Net change in fair value of cash flow hedges (5) (5)
Total comprehensive expense for the year - (1)

The notes on pages 15 to 25 form part of these financial statements.

12
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Sanctuary Capital PLC GFDUD
Balance Sheet as at 31 March 2023
Notes 2023 2022
£°000 £000

Current assets
Debtors falling due within one year 6 16,741 15,910

Debtors falling due after more than one year 6 1,334,537 1,227,506
1,351,278 1,243,416
Cash at bank and in hand 175 180
1,351,453 1,243,596
Creditors: amounts falling due within one year 7 (16,745) (15,915)
Net current assets 1,334,708 1,227,681
Ser:;iltors: amounts falling due after more than one 8 (1,334,538) (1,227,506)
Net assets 170 175
Capital and reserves
Called up share capital 10 50 50
Cash flow hedge reserve 120 125
Profit and loss account - -
Total shareholders’ funds 170 175

The notes on pages 15 to 25 form part of these financial statements.

The financial statements were approved by the Board of Directors on 21 September 2023 and signed on
its behalf by:

72A4179EC487409...
Craig Moule
Chair

13
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Sanctuary Capital PLC

A member of

Sanctuary
Group

Statement of Changes in Equity for the year ended 31 March 2023

Share
capital

£000
At 1 April 2021 50

Comprehensive income
Profit for the financial year -
Cash flow hedge -

Profit and
loss
account
£000

Cash flow
hedge
reserve
£000

130

Movement in
shareholders
funds
£000

180

©®)

Total comprehensive
income

Transactions with owners
Gift aid paid -
Tax credit on gift aid paid -

(1)

Total transactions with
owners

At 31 March 2022 50

125

At 1 April 2022 50

Comprehensive income
Profit for the financial year -
Cash flow hedge -

125

175

Total comprehensive
income

Transactions with owners
Gift aid paid -
Tax credit on gift aid paid -

(6)

Total transactions with
owners

()

At 31 March 2023 50

120

170

The notes on pages 15 to 25 form part of these financial statements.
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Notes to the financial statements for the year ended 31 March 2023
1. Principal accounting policies

Sanctuary Capital PLC is a company incorporated and domiciled in the UK. The Company’s financial
statements have been prepared in accordance with applicable Financial Reporting Standards in the United
Kingdom and with the Companies Act 2006. The principal accounting policies are set out below.

The Company is classified as a financial institution.
Basis of accounting

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework (“‘FRS 101”).

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of UK-adopted international accounting standards (IFRS) but makes amendments where
necessary in order to comply with Companies Act 2006 and has set out below where advantage of the FRS
101 disclosure exemptions has been taken.

The Company’s ultimate parent undertaking, Sanctuary Housing Association, includes the Company in its
consolidated financial statements. The consolidated financial statements of Sanctuary Housing Association
are prepared in accordance with International Financial Reporting Standards are available to the public and
may be obtained from Chamber Court, Castle Street, Worcester, WR1 3ZQ.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect
of the following disclosures:

a Cash Flow Statement and related notes;

disclosures in respect of transactions with wholly owned subsidiaries;

the effects of new but not yet effective IFRSs; and

disclosures in respect of the compensation of Key Management Personnel.

As the Company is classified as a financial institution under FRS 101, it cannot claim the exemption for
disclosures required by IFRS 13 Fair Value Measurement or for the disclosures required by IFRS 7
Financial Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

Measurement convention
The financial statements are prepared on the historical cost basis except that the following assets and
liabilities are stated at their fair value: derivative financial instruments and financial instruments classified

as Fair Value through Profit and Loss (FVPL) or as Fair Value through Other Comprehensive Income
(FVOCI).

15
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Notes to the financial statements for the year ended 31 March 2023 (continued)
1.  Principal accounting policies (continued)
Going concern

The Company’s principal activities, together with factors likely to affect its future performance, are set out
on page 3.

The financial statements have been prepared on a going concern basis which the Directors consider to
be appropriate for the following reasons.

In order to settle its own financial obligations and meet the compliance requirements of its external
borrowings the Company is dependent on the authorised borrowers generating sufficient cash flows to
settle the payments of principal and interest on the onward loan of the funding which the Company raised.

The Directors have prepared a going concern assessment, based on consideration of cash flow forecasts,
for a period of at least 12 months from the date of approval of these financial statements (the going concern
assessment period). In order to demonstrate the Group’s financial resilience, a number of severe but
plausible downside scenarios have been modelled, which individually and in combination show that there
is sufficient headroom for liquidity purposes and no breaches of covenants. In forming their view the
Directors have taken into consideration the borrowing structure (guarantee and security) in place with
Sanctuary Housing Association, Sanctuary Scotland Housing Association Limited and Sanctuary Affordable
Housing Limited.

Sanctuary Housing Association has provided a letter of support to the Board of its immediate subsidiaries
Sanctuary Scotland Housing Association and Sanctuary Affordable Housing Limited to confirm that it
intends, should the need arise, to provide financial and/or other support to these Associations, including, if
required, not seeking repayment of amounts currently made available, for a period of at least 12 months
from the date of these financial statements. Based on these considerations it has been concluded that the
Company will have sufficient funds to meet its liabilities as they fall due for the period of assessment.

As with any company placing reliance on other Group entities for financial support, the Directors
acknowledge that there can be no certainty that this support will continue although, at the date of approval
of these financial statements, they have no reason to believe that it will not do so.

Consequently, the Directors are confident that the Company will have sufficient funds to continue to meet
its liabilities as they fall due for at least 12 months from the date of approval of the financial statements
and have therefore prepared the financial statements on a going concern basis.

Revenue

The Company has utilised an interest rate derivative as part of its risk management strategy. In 2011, this
resulted in a gain and subsequently amortisation occurs over the life of bonds issued in accordance with
applicable hedge accounting standards. This is shown as revenue in the Profit and Loss Account.

When the issuing of bonds results in a premium or a discount over or under par, it is the policy of the
Company to recognise such premium or discount on an effective interest rate basis, unless another basis
provides no material variance. Any premiums or discounts are passed on to the relevant company in
which the bonds relate and, therefore, there is no profit or loss impact for the Company on the issuance
of bonds. The bonds are held at amortised cost in the financial statements.

Corporation tax
Tax on the profit or loss for the year comprises current tax. Tax is recognised in the Profit and Loss Account
except to the extent that it relates to items recognised directly in equity or other comprehensive income, in

which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.
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Notes to the financial statements for the year ended 31 March 2023 (continued)
1. Principal accounting policies (continued)
Gift Aid

Where Gift Aid payments are made to the Company’s ultimate parent undertaking, Sanctuary Housing
Association, these are treated as a distribution of reserves.

Cash flow hedge gilt lock

The gain on the cash flow hedge gilt lock will be amortised on an effective rate basis over the life of the
asset to which it relates.

Financial Instruments
a) Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt
investment; FVOCI — equity investment; or FVPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes
its business model for managing financial assets, in which case all affected financial assets are
reclassified on the first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVPL:

e it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and
e its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.
All of the Company’s financial assets are measured at amortised cost.

b) Financial liabilities

Financial liabilities are classified as measured at amortised cost or FVPL. A financial liability is classified
as at FVPL if it is held-for-trading, it is a derivative or it is designated as such on initial recognition.

Financial liabilities not classified as FVPL are measured at amortised cost using the effective interest
method. Interest expense is recognised in profit or loss. Any gain or loss on derecognition is also
recognised in profit or loss.

All of the Company’s financial liabilities are measured at amortised cost.

Expected Credit Losses

Expected Credit Losses (ECLs) are a probability-weighted estimate of credit losses. ECL allowances for
financial assets measured at amortised cost are deducted from the gross carrying amount of the assets.

Assets measured at amortised cost are subject to a twelve-month ECL allowance. Twelve month
probabilities of default (PD) are based on historical credit loss data supplied by the rating agency Moody's.
Due to the low credit risk and the significant reduction in the loss given default (LGD) from the security
held in place for the Company’s assets no impairment allowance is recognised as it would not be material.
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Notes to the financial statements for the year ended 31 March 2023 (continued)

2. Operating profit

All of the Directors receive salaries in their capacity as employees of the ultimate parent undertaking,
Sanctuary Housing Association. Consequently, any expenses payable are also borne by the ultimate parent
undertaking as they are incidental to their services provided to other Sanctuary Group companies.
Expenses borne by the ultimate parent undertaking in respect of the Directors are negligible.

The Company has no employees (2022: none).

The statutory auditor remuneration attributable to the Company of £4,000 (2022: £4,000) is also borne by
Sanctuary Housing Association and not recharged.

Non-audit services associated with the £150 million tap of its existing bond in July 2022 totalling £66,000
(2022: nil) were borne by Sanctuary Housing Association and not recharged.

3. Interest receivable and similar income

2023 2022
£000 £000
Loan interest receivable 56,605 54,104
Premium amortisation (1,400) (1,337)
Bond discount 825 221
56,030 52,988
Loan interest received was from group undertakings.
4. Interest payable and similar expenses
2023 2022
£000 £000
Loan interest payable 56,605 54,104
Premium amortisation (1,400) (1,337)
Bond discount 825 221
56,030 52,988
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5. Tax on profit
(a) Analysis of tax charge in year:
2023 2022
£000 £000
Current tax:
UK corporation tax on profits of the year 1 1

(b) Factors affecting the tax charge in year:

The tax charge for the year is the same as (2022: the same as) the standard rate of corporation tax in the
UK of 19% (2022: 19%).

2023 2022
£000 £000
Profit before taxation 6 5
Profit multiplied by the main rate of corporation tax in the UK
of 19% (2022: 19%) 1 1
Total tax charge 1 1

Whilst the tax charge is £1,000 (2022: £1,000), due to the charitable allowance of gift aid the overall
expectant tax charge payable to HMRC will be Nil (2022: Nil).

(c) Profit and loss account reserve

2023 2022

£000 £000
At 1 April - -
Profit for the year 5 4
Gift aid paid in respect of current year (6) (5)
Current tax credit on gift aid paid 1 1
At 31 March - -

(d) Factors affecting future tax charge

The Finance Act 2021 was substantively enacted on 24 May 2021. Following enactment, the rate of
corporation tax will increase to a main rate of 25 per cent for profits over £250,000 from April 2023.
Companies with profits below £50,000 will be subject to a small profits rate of 19 per cent, while profits
between £50,000 and £250,000 will be subject to corporation tax at the main rate reduced by a marginal
relief, providing a gradual increase in the effective corporation tax rate.
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6. Debtors
2023 2022
£000
Amounts falling due within one year:
Amounts owed by parent undertaking 16,741 15,910
Amounts falling due after more than one year:
Amounts owed by parent undertaking 1,334,537 1,227,506
1,351,278 1,243,416

The amounts falling due within one year relate to accrued interest receivable and premium to be amortised
over the next year.

The loans falling due after more than one year, totalling £1,334,537,000 (2022: £1,227,506,000), incur
interest at rates between 2.38% and 6.70% (2022: between 2.38% and 6.70%) and are secured on
property held by Group undertakings.

7. Creditors: amounts falling due within one year

2023 2022

£000 £000

Premium on issue 1,467 1,400
Discount on issue (1,117) (228)
Borrowings due within one year 350 1,172
Amounts owed to group undertakings 6 5
Accrued interest 16,389 14,738
16,745 15,915

Amounts owed to group undertakings are trading in nature, repayable on demand and do not incur interest.

8. Creditors: amounts falling due after more than one year

2023 2022

£000 £000

Amounts due to bond holders 1,345,000 1,195,000
Premium on issue 40,554 42,021
Discount on issue (51,016) (9,515)
1,334,538 1,227,506

The borrowings are due as follows:

2023 2022

£000 £000

Due in more than five years 1,345,000 1,195,000
1,345,000 1,195,000

Of the amounts disclosed as due in more than five years, the full amount is non-instalment debt.
Repayments are due in financial years 2038, 2039, 2048 and 2051.
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Notes to the financial statements for the year ended 31 March 2023 (continued)
9. Financial instruments and risk management
Financial risk management objectives and policies

The Group’s Treasury function is responsible for the management of funds and control of the associated
risks. Other financial risks, for example arrears, are the responsibility of other teams within the Group’s
finance function. Treasury and finance activities are governed in accordance with the Board approved policy
and the management of associated risks is reviewed and approved by the Group Audit and Risk Committee.
There is further explanation of the Group’s approach to risk management in the Strategic Report of the
Board and Operating and Financial Review within the Group’s Financial Statements.

Where financial instruments are measured in the Balance Sheet at fair value, disclosure of fair value
measurements by level is required, in accordance with the following fair value measurement hierarchy:

° Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities.

° Level 2 — Inputs other than quoted prices included within level 1 that are observable for the asset
or liability, either directly (that is, as prices) or indirectly (that is, derived from prices).

° Level 3 — Inputs for the asset or liability that are not based on observable market data (that is,

unobservable inputs).
The Group’s financial instruments include:
Financial assets

Financial assets at amortised cost

2023 2022
£000 £000
Amount due from parent undertaking (note 6) 1,351,278 1,243,416
Cash at bank and in hand 175 180
1,351,453 1,243,596
Financial liabilities

Financial liabilities at amortised cost- current
2023 2022
£000 £000
Debt finance (note 7) 350 1,172
Amounts owed to group undertakings (note 7) 6 5
356 1,177

Debt finance consists of amounts due to bond holders. The difference between the Balance Sheet and the
amounts disclosed above is £16,389,000 (2022: £14,738,000), which relates to accrued interest balances
that are not considered to fall within the definition of a financial liability, see note 7.

Financial liabilities at amortised cost — non-current

2023 2022

£000 £000

Debt finance (note 8) 1,334,538 1,227,506
1,334,538 1,227,506

Debt finance consists of amounts due to bond holders. Total current and non-current other financial liabilities
at 31 March 2023 were £1,334,894,000 (2022: £1,228,683,000) for the Company.
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Notes to the financial statements for the year ended 31 March 2023 (continued)
9. Financial instruments and risk management (continued)
Valuation

Bank loans and mortgages are measured at book value. However, fair value can be calculated and these
are disclosed below.

Analysis of risks
a) Interest rate risk and exposure

Interest rate risk is defined as the risk that interest rates may change in the future materially affecting the
Company’s liabilities and cash flows. The interest rate exposure of the Company net debt at 31 March 2023

was:
£000 %
Fixed rate financial liabilities 1,334,888 100.0
1,334,888 100.0

The weighted average interest rate of the Company’s long term financial liabilities is 4.28% (2022: 4.31%).
The Company operates an interest rate policy designed to minimise interest cost and reduce volatility in
cash flow and debt service costs.

The Company’s cash flow interest rate risk relates to:
o fixed rate financial instruments where benefits of interest rate reductions are lost — a 0.25% rate
reduction would result in a lost benefit of £3.4 million (2022: £3.0 million).

A comparison of the book value to fair value of Company’s long-term borrowings at 31 March 2023 is set

out below.
2023 2023
Book Value Fair Value
£000 £000
Amounts due to bond holders 1,334,538 1,219,367
1,334,538 1,219,367

The following methods and assumptions have been applied in determining the value of the financial
instruments in the table above;

(i The fair value of loans with a maturity of less than one year is assumed to equate to their carrying
value.

(i) The fair value of loans greater than one year is established by utilising discounted cash flow valuation
models or listed market prices where available.

The variance between the fair value and the book value of the Company’s long-term borrowings is driven
by the discount rates and weighted average life of the fixed rate financial liabilities, which is 22.2 years
(2022: 23.2 years).

Interest rate risk applies to debt finance.
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Notes to the financial statements for the year ended 31 March 2023 (continued)
9. Financial instruments and risk management (continued)
b) Liquidity risk

Liquidity risk is the risk that the Company will fail to be able to access liquid funds - either through:

° lack of available facilities; or
° lack of secured, but available, facilities; or
° lack of identification of need to draw on available facilities.

The Treasury function ensures the above risks are managed by preparing cash forecasts on a daily and
longer term basis to ensure that short and longer term requirements are known. The forecasts are cautious
in the approach and are constantly updated to allow for sensitivity in assumptions. These are reported to
the Group Finance Director on a weekly basis. The forecasts identify when drawdowns on existing facilities
are required and when existing facilities expire. Further facilities are negotiated and secured well in advance
of them being needed for drawdown.

The Treasury function also manages a database of the Company's stock in order to identify unencumbered
stock for security of new facilities. A programme of valuations is maintained to ensure that optimum value
as security is gained from the Company's stock. These systems ensure that facilities are available to the
Company which are secured and available to draw on as required.

The Company’s liquidity policy is to maintain sufficient liquid resources to cover cash flow requirements
and fluctuations in funding to enable the Company to meet its financial obligations.

The Company has not defaulted on any of its loan arrangements in the year.

Liquidity risk applies to cash and all payables balances.

Contractual cash flows for all financial liabilities

The following is an analysis of the anticipated contractual cash flows including interest and finance charges

payable for the Company’s financial liabilities on an undiscounted basis. For the purpose of this table, debt
is defined as bank loans, mortgages and deferred finance. Interest is calculated based on debt held at 31

March.
At 31 March 2023 Debt Interest Total
on debt

£000 £000 £000
Due less than one year - 57,352 57,352
Between one and two years - 57,666 57,666
Between two and three years - 57,666 57,666
Between three and four years - 57,667 57,667
Between four and five years - 57,667 57,667
Greater than five years 1,345,000 960,280 2,305,280
Gross contractual cash flows 1,345,000 1,248,298 2,593,298
At 31 March 2022 Debt Interest Total

on debt

£°000 £°000 £000
Due less than one year - 54,104 54,104
Between one and two years - 54,104 54,104
Between two and three years - 54,104 54,104
Between three and four years - 54,104 54,104
Between four and five years - 54,103 54,103
Greater than five years 1,195,000 934,229 2,129,229
Gross contractual cash flows 1,195,000 1,204,748 2,399,748
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Notes to the financial statements for the year ended 31 March 2023 (continued)

9. Financial instruments and risk management (continued)

c) Creditrisk

Credit risk applies to all debtor balances and to debt finance. Risk relates to financial risk.

Financial

The Company manages credit risk by carrying out monthly credit checks on all counterparties from which
the Company either sources funds or places deposits. The financial credit risk is mitigated to some extent
by the existence of borrowing facilities with such counterparties. It is the Company’s policy not to take or
place funds with any financial institution which is not accepted as a counterparty in the Company's Financial
Regulations. Such counterparties are approved by the Board but only on the achievement of the desired

credit agency rating.

The maximum credit risk at 31 March 2023 and 2022 was as follows:

2023 2022

£000 £000

Amount due from parent undertaking (note 6) 1,351,278 1,243,416
Cash and cash equivalents 175 180
1,351,453 1,243,596

d) Concentration risk

Concentration risk is defined as the risk associated with a reliance on transactions that carry a similar risk
profile.

Management determines concentrations of risk through its standard risk management procedures, as
detailed in the Strategic Report of the Board and Operating and Financial Review within the Group’s
Financial Statements.

e) Collateral held

The Company does not hold any significant collateral.

f) Capital

The Company considers its capital balances to be share capital and reserves (see Statement of Changes
in Equity).
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10. Share capital
2023 2022
£000 £000
Authorised share capital:
50,000 ordinary shares of £1 each 50 50
Allotted, issued and fully paid:
50,000 ordinary shares of £1 each 50 50

11. Ultimate parent undertaking and controlling party

The ultimate parent undertaking and controlling party is Sanctuary Housing Association being the smallest
and largest group to consolidate these financial statements, registered in England as a Registered Society
(Number 19059R) and with the Regulator of Social Housing (Number L0247).

12. Post balance sheet events

No matters have arisen since the year end that requires disclosure in the financial statements.
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