Annual Report and Financial Statements
for the year ended 31 March 2021
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About us

Our Purpose

CIVITAS SOCIAL HOUSING PLC (“CSH", “Civitas” or

the “Company”) invests across the UK in care-based
community housing and healthcare facilities for the
benefit of working age adults with long-term care needs.
Since IPO in 2016, CSH has completed more than 120
individual transactions to build the largest portfolio of
its kind in the UK that has been independently valued at
£916 million.

The Company provides long-term community-based
homes for 4,295 tenants, across 164 local authority areas
that are supported by 118 specialist care providers

and 16 Approved Providers. The delivery of care in the
community is a primary government policy and cross
party policy of many decades aimed at enabling people
with long-term care needs to reside close to family and
friends and achieve more independent and fulfilled lives.
[t delivers better personal outcomes and offers value

for money for the public purse that meets the costs of
the service. Residents, whose average age is 32 years.
typically reside in their adapted CSH community home
for many years and sometimes for their whole life.

As a result of making this provision available, CSH is able
to offer shareholders the potential of stable, long-term
returns with progressive dividends whilst delivering
measurable social impact on a large scale. Following
shareholder approval. the Company is now expanding
into Scotland and Northern Ireland and will work with
organisations in receipt of public funding.
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How we performed

Financial highlights

as at 31 March

£915.6m

5.40p

108.30p

£50.8m

5.80p

22.6yrs

Investment property Dividends declared IFRS NAV per Annualised Rent Roll: Pence Per Share Weighted Average
independent valuation  and paid in respect Ordinary share based upon £915.6m Earnings based on Unexpired Lease
(see note 15} of the year ended of real estate at the comprehensive Term
31 March 2021 end of the year income and property
revaluations
Profit before tax IFRS NAV per share IFRS NAV
£ million Pence £
2021 2021 2021
BE&Ei ] [iGe30 ] E5= ]
2020 2020 2020
10787, 6706
2019 2019 2019
{0708
EPRA EPS* IFRS property valuation Dividends declared
Pence £ million (Ordinary shares)
Pence
2021 2021 ‘ 2021
[s3 ] | CIE ] G2 —1
2020 2020 2020
'
2019 2018 2019
Annualised rent roll** Total shareholder return** IFRS NAV increase since IPO*
£ million Percent Percent
2021 2021 20
Ece ] [EE: 1 [ic5e ]
2020 ' 2020 2020
38 j007
2019 2019 2019
(745K 929

* See Appendix 1 - Alternative Performance Measures to these financial statements for supporting workings.

** On an Ordinary share held since launch (percentage not annualised).

* Alternative Performance Measures.

For reporting periods starting on or after 1January 2020, EPRA NAV and EPRA NNNAV have been replaced with three specific new measures. See Appendix 1.
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Key achievements

Operational highlights

[ |

619 properties

£803.4 million 4,295 tenants based on long-

acquired invested with dependable term leases
accommodation signed with
16 Approved
Providers

supported by

)

Ny

118 care
providers

LN
———.]
across 164 Local

Authorities

The Good Economy, the social impact advisory firm, in their fourth annual
independent Social Impact Report on Civitas, noted that Civitas continues to be an

authentic ‘impact investor’ according to IFC operating principles and is proactive in
its approach to asset management, taking well defined steps to improve the quality

of existing homes, especially in terms of improving environmental performance.

IFRS and Portfolio NAV per share since IPO

IFRS NAV Portfolio NAV
120
(IRR 8.53%)"
15
1o
105 (IRR 6.54%)
100
a5
18 Nov 30 Sep 31Mar  30Jun 30Sep 31Dec 31Mar 30Jun 30Sep 31Dec 31Mar 30Jun 30Sep 31Dec  31Mar
2016 2017 2018 2018 2018 2018 2019 2019 2019 2019 2020 2020 2020 2020 2021
98.00 103.23 10554 10583 10606 10653 10708 10721 10723 10755 10787 10792 1080t 10817 10830
98.00 109,60 n3ee 1503 n621 1512 11907 M876 11830 11865 11835 11840 1838 11845 11847

* internal rate of return calculation from PO based on issuance of shares, dividends paid and IFRS/Portfolio NAV.

Share price performance (pence)

120
no

100
90
80 -
70
18 3 3 3 3 31
Nov Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Oec Mar
2016 2016 2017 2017 2077 2017 2018 2018 2018 2018 2018 2019 2019 2019 2020 2020 2020 2020 2021
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Chairman’s Statement

We have announced a
new target dividend of
5.55p per Ordinary Share
for the current year
ending 31 March 2022.

Michael Wrobel

Chairman




Dear Shareholder

The COVID-19 pandemic has been with us for more than
a year and has created significant challenges across
society that have in turn been met by an extraordinary
response from many people, particularly front-line
workers. The Board gives its heartfelt thanks to the

staff at all of our partners whose dedicated efforts

have achieved:

e Continued very low incidence of COVID-19 across our
4,295 residents;

e High standards of care and management of homes;
and

e Ongoing delivery of asset management services for
the benefit of residents.

Financial Performance

I am pleased to report a robust financial performance
with good rent recovery, as shown in the growth in
underlying operating cashflow. This reflects the work of
our Investment Adviser, Civitas Investment Management
("CIM") and our partners, together with the Government
backed nature of our income which is supporting the
most vulnerable people in society.

During the period under review, our portfolio generated
rental income of £48.2 million, representing a 5.2%
increase over the corresponding period - a result of
indexation of rents and new properties purchased during
the period.

[FRS net asset value of the Company increased from 107.87
pence per ordinary share as at 31 March 2020 to 108.30
pence per ordinary share as at 31 March 2021

The Company has met the stated dividend target of 5.40p
per share for the year to 31 March 2021 and the Board has

set a new dividend target of 5.55p per share for the year
to 31 March 2022.

100% dividend cover at
the year end on an EPRA
run-rate basis.**

** See Glossary for definitions,

The Board is pleased to note the continued improved
performance of the share price. This allowed 250,000
shares to be sold from treasury on 24 March 2021 at a
price of 109.8 pence per share. Since the year end, the
balance of the shares held in treasury (565,000) were sold.
The Company no longer holds shares in Treasury.

During the year, there were six property acquisitions,
providing homes for a further 79 vulnerable adults,
including two higher-acuity state of the art facilities in
Wales. The drawdown of an £84.5m facility with M&G in
February 2021 has allowed our acquisition programme
to recommence since the period end, with 25 properties
purchased for a consideration of £19.5m, housing a
further 92 people with significant lifelong care needs

New Initiatives

The Board is pleased to note a number of new initiatives
that have been developed by CIM, which are set out
more fully within the Investment Adviser's Report, and
include the following:

e A strategic initiative to enhance the environmental
standing of the portfolio and to drive down our
carbon footprint and reduce energy costs;

e The launch of a real-time data system under the
“WebTerrier” brand to bring all properties fully online
with in-depth data access;

e With our administrator Link, implementing a system
within ‘Yardi' to integrate a rent demand and
invoicing system; and

e An expansion of the CIM asset management team to
focus on the continued physical enhancement of the
properties in our portfolio.

CIVITAS SOCIAL HOUSING PLC | REPORT AND ACCOUNTS 2021
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Chairman’s Statement

Continued

Expansion into Advanced Homeless Provision

The Board is pleased to now be providing
accommodation to several local authorities in London
which have identified the long-term need for adapted
specialist housing for homelessness provision, where
properties are designed to enable the delivery of

a significant level of care and support (‘Advanced
Homeless Provision”). This is aimed to break the cycle
of homelessness and offer the potential of a new start
for residents.

A commitment to Social Impact and ESG
Accompanying the financial results is the latest
independent Social Impact Report prepared by the
specialist consultancy The Good Economy (“TGE"). In

its report TGE confirms that the Company continues

to be “an authentic “impact investor™ according to

IFC Operating Principles”. It also highlighted that the
Company's portfolio generated a total Social Value of
£127.0 million, including £75.9 million of fiscal savings for
public budgets in the year to 31 March 2021.

More broadly we continue to work closely with housing
associations, charitable and not-for-profit partners
("Approved Providers") to assist in driving management
and governance standards. This includes the work of
CIM in leading quarterly best practice seminars open to
all holders of the Company’s leases, together with other
regulatory and sector influential entities and individuals.

We also maintain and develop new partnerships with
sector leading charities and seek to ensure we are at the
forefront of maximising the impact of our market leading
position. The Board was pleased to support an additional
two charities this year focusing upon mental health and
the welfare of residents during the pandemic.

I am pleased that this year we continued to meet the
recommendations of the Hampton-Alexander Review
target of 33% women on Boards.

The Board is aware of the recommendations of the Parker
Review and will take these into consideration as part of
its succession planning.

As noted above, the Board is pleased to report the
commencement of a market leading programme of
environmental enhancements and carbon reduction
to the portfolio with national provider, E.ON. This is
made possible by the national presence enjoyed by
the Company and will lead to reduced maintenance
and energy bills for tenants without placing any
additional funding obligations on the Company's
Approved Providers.

Credit Rating

The Company has recently secured an investment
grade A secured and A- unsecured credit rating from
Fitch Ratings. This in part reflects the strengths of

the Government supported eco-system in which the
Company's properties reside. This positive rating has
allowed CIM to commence the detailed examination of
issuance in the Sterling bond markets at what should
provide advantageous interest rates at longer tenures.

Annual General Meeting

The Company’s Annual General Meeting is scheduled

to be held on 22 September 2021 at the offices of
Cadwalader, Wickersham & Taft LLP, 100 Bishopsgate,
London EC2N 4AG at 2.00 pm. The Board looks forward to
meeting shareholders. In due course, the notice of AGM
will be circulated in accordance with the requirements of
the Company's Articles of Association.

Due to the current COVID-19 outbreak, many companies
have either postponed their AGMs or made alternative
arrangements for conducting these meetings. We hope
that by 22 September 2021 the Company will be able to
hold its AGM in the usual manner. However, given the
uncertain nature of this situation, shouid the Company
need to alter its AGM arrangements, it will communicate
these changes to shareholders through a regulatory
announcement. This information will also be made
available on the Company's website. Shareholders

are advised to check the website to ensure they have
the most up-to-date information available regarding
the AGM.

Brexit

The Board has considered the changing political and
economic environment in light of Brexit and does
not consider there to be any material impacts or risks
relevant to the Group.

CIVITAS SOCIAL HOUSING PLC | REPORT AND ACCOUNTS 2021



Chairman’s Statement

Continued

Outlook

[t continues to be the case that there is a substantial
structural mismatch between the need for social housing
of all types and its availability - this is particularly so for
housing with care that is delivered by the private sector
without recourse to government grant or capital funding.

Civitas plays a pivotal role in investing responsible
capital on a substantial basis to provide quality social
homes for life. We continue to have excellent long-term
relationships across the sector which provides us with
the-access to a substantial pipeline of opportunities with
a range of quality counterparties that is in excess of the
Company's remaining debt facilities.

Michael Wrobel
Chairman

29 June 2021
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Growth

Growing base of global investors

Civitas invests on behalf of a wide range of global. national and local investors seeking exposure to
sustainable long term income together with measurable social impact and high levels of ESG delivery.

Four Continents...

CIVITAS SOCIAL HOUSING PLC | REPORT AND ACCOUNTS 2021 g




...52 Locations

Amsterdam
Birmingham
Boston
Bradford
Bristol
Brussels
Chicago
Columbus
Denver
Douglas
Dublin
Edinburgh
Exeter

Fort Lauderdale
Frankfurt
Geneva
Glasgow
Guernsey
Heerlen
Hong Kong
[llinois
Jersey
Kuwait City
Liverpool
London

Los Angeles
Luxembourg
Melbourne
Montreal
Munich
New Jersey
New York
New Zealand
Newark
Oslo

Paris

Perth
Philadelphia
Richmond
Sacramento
San Francisco
Seattle
Seoul
Singapore
Smithfield
Sydney
Tokyo
Toronto
Tunbridge Wells
Vancouver
Windsor
Zurich

Our strategy for growth

Demand for the
accommodation provided
by Civitas is strong and
expected to remain so
over the long term. The
pandemic has further
evidenced the need for
safe and secure homes
for the most vulnerable
people in society

Civitas is a go-to partner
for an increasing range
of major vendors and
counterparties.

Civitas is the market leader
with the largest portfolio
and deeply ingrained
relationships with care
providers, local authorities,
Approved Providers and
charities across the UK.

ontinuing totakeldeliverylofinew]build)
ighedactitylpropetiestwithinore}

ConuunelomoidcleschtietSecel
HousinglEsmily,GIGftolenablelitltolexpand)
fandjlaylstbroadegrolelintihelsecton

(Civitasinowworksiwitbalbroaderlrange
Gflcounterpartieslincludinglcharitiesland,
othegnotifogprofitforganisationsy

[Becoring'partioficriticalliocallauthority]
inispecialistsupportedfivingland]

Expandinglintossignificantimarketstacioss}

thelUKk¥nowincludingiScotlandland
[Northerniiretand
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Our portfolio

By UK Region

T -
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North East 64 61 6.7
North West 100 103 10.0
Yorkshire and the Humber 49 10.3 100
East Midlands 58 8.9 89
West Midlands 0 1me ne
East of England 20 29 29
South East 64 104 10.2
South West 120 6.0 15.8
Wales 7 10.0 10.2
London 26 133 136

Market Value (%)’

SN

[ £915.6m

\

1As at 31 March 2021,

South West

London

West Midlands

Wales

South East

Yorkshire and the Humber
North West

|

East Midlands
North East

l East of England

Tenancies!

ﬂ\?ﬂ

South West

North West

| West Midlands

North East

Yorkshire and the Humber

South East

East Midlands

London

East of England
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By Approved Provider

Annualised rent roll (%)!
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1 As at 31 March 2021,
2 Qualitas Housing accounts for 002%

Tenancies!'
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Investment Adviser’s Report

A Year ot
Developments

nfthelyeagtolViarchP 02 ICIVAW o rkingwithithel S EfBoaTdl
hasjieditheldevelopmenyoifafrangefoffkevfinitiativesktolstrengthen
andfpositionfeSElandithelportiolio}fodthelfuture

New M&G Debt Facility Secured Fitch Ratings

£84.55m CAY 4 -7

High quality investment grade rating

&G FitchRatin gs

Environmental Framework Signed “Extensive CIM Recruitment Programme
Innovative approach to permanently reduce Asset Management
the Portfolio’s Carbon footprint Healthcare

Finance/Housing Benefit

Transactions

Investments

e-on

Digital Administration Advances Extended Asset Management Resource

New real-time data systems for asset management Recruited highly experienced Direclots o provide:

and billing platforms e Detailed control framework for counterparties
within the CSH port{olio

Additional oversight and direction of third party
property management providers within the
physical environment

W YARDI & WebrTerrier
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Investment Adviser’s Report

Continued

Thank you

‘On behalf of the Board and CIM, we would like Lo say thank you o all
our partners who have continued to provide such high-quality care,
support and housing throughout the pandemic.”

Paul Bridge
CEQ, Civitas Investment Management Limited

Paut Bridge, CEQ, Social Housing Civitas
tnvestment Management Limited

Overview of Results
CSH is a market leader in providing much-needed long-
term housing with care in the United Kingdom and leading

Introduction
Throughout the COVID-19 period CSH has focused upon
the following priorities:

the charge for ethical investment in the sector. These

annual results demonstrate a number of key achievements: ®

Ensure measurable positive social outcomes:

Continued strong resilience to the COVID-19 pandemic.,
operationally, financially. and most importantly on a
human level;

Rents indexed at CPI or CPI+1 and collected as
expected with no disruption from COVID-19;

A growing, market-leading portiolio of high-quality,
medium to high acuity properties;

High levels of care provided to each and every
resident, on average 43 hours per week;

Award winning approach to ESG and to reducing
carbon emissions in collaboration with E.ON;

Expansion and diversification of counterparties
and into accommodation for those with advanced
homelessness requirements;

New debt facility drawn down from M&G;

A high-quality investment credit rating from Fitch
Ratings of A secured and A- unsecured which will
allow access to broader long-term funding markets;

An investment adviser whose team continues to
grow with a mix of high-level skills from real estate,
fund management, social housing, care and asset
management, unrivalled in terms of expertise in
the sector;

EPRA run rate dividend cover at 100%, expected

to increase further following the subsequent
deployment of M&G debt facilities;

A progressive dividend policy. On track to meet target
of 5.4p for the year to 31 March 2021 and targeting a
dividend of 5.55p to 31 March 2022;

IFRS NAV increased to 108.30 pence per Ordinary Share;
and

Ongoing Charges Ratio? of 1.37%.

# Alternative Performance Measure

Ensuring full support is given to our counterparties

in managing their response to the pandemic and
ensuring every resident continued to receive the care
they need and deserve;

Ensure business continuity: Maintaining and
improving the portfolio whilst ensuring the safety of
our team through home working and managing a
socially distanced return to the office;

Achieve financial objectives: Grow rental income,
deliver strong operational cash flow, meet dividend
targets, drive dividend cover and enhance asset values;
and

Deliver social value: Maintain our evidenced

based approach with independent analysis of the
positive impact and cost savings generated by the
Company's portfolio and our broader activities in the
sector, along with a particular focus on the active
implementation of the carbon reduction programme.

CIM is a leading impact
investment manager
that is dedicated to
achieving long-term
sustainable returns for
global investors.

CIVITAS SOCIAL HOUSING PLC | REPORT AND ACCOUNTS 2021
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‘Investment Adviser’s Report

Continued

Business continuity and safety

The primary concern during the continuing pandemic
has been to ensure the safety and resilience of the sector,
and the ongoing maintenance and improvement of the
Company's portfolio.

We have throughout the year continued to see very low
incidences of COVID-19 amongst residents. The type of
personalised care that is being provided, the bespoke
nature of the buildings adapted for care use and the
focussed and efficient response from our partners

has resulted in a high resilience to the virus. Coupled
with this our residents are young, with an average age
of 32, living in self-contained homes and community
environments. Our approved provider partners have
continued to report excellent levels of compliance with
health and safety measures.

CSH, through CIM, took the following measures to
support its partners during the pandemic:

e Established fortnightly contact calls with key
approved providers;

e Used the approved provider network established
three years ago as a forum to share best practice on
responses to COVID-19 and working practices; and

e Liaised with local authorities to assist them in housing
homeless people who as part of the Government's
response to the pandemic were required to be housed
immediately under the “Bring Everyone In" policy. CSH
continues to provide 29 bed spaces in Islington and is in
discussion with a number of other local authorities who
wish to house homeless people in longer stay housing
to ensure they receive the care and support they require.
This has led to the further commissioning of a specialist
homelessness facility in Golders Green by Barnet
Council for 43 bed spaces with advanced support.

CIM relocated to home working with full technological
support and video conferencing in March 2020. The office
was made COVID-19 compliant and a phased return to
working in the office was achieved in September 2020.
The further lockdown was observed and a further phased
return to the office achieved in April 2021.

Overall Market Context

The social housing sector on a macro level continues to
demonstrate significant demand for all forms of subsidised
housing. The ability of the largest approved providers to
deliver social housing through cross subsidy of selling
open market homes has to some extent been constrained
by the additional costs of health and safety post Grenfell
and the costs of removing cladding. These costs do not
apply to the providers with which we work as the portfolio
is low rise and without over-building cladding and the
providers do not undertake development.

The Government White Paper on the future of social
housing called “The Charter for Social Housing Residents’
was published in November 2020 and proposed the
current regulatory system was maintained namely that
the Regulator of Social Housing will continue to oversee
the governance and viability of approved providers and
is likely to have an enhanced role in overseeing consumer
regulation. Post Grenfell there has been a view that the
interests of residents have not always been sufficiently
heard and included in the management of general needs
social housing. Homes England will continue to oversee
government investment into social housing.

The implications of the Charter for Social Housing
Residents are likely to be positive for housing with care
as the nature of relationship the Approved Provider
(AP) has with residents and the care provider is far
more involved than in general needs housing. This has
been reflected in the performance of the RPs during
the pandemic with high levels of compliance and rent
collection and low levels of COVID-19. CIM has been
assisting in ensuring residents, voices are heard through
the commissioning of independent surveys referred.to
later in this report.

The Government has recently announced additional
funding for new housing. However, its key priority in
terms of providing capital support is through the 95%
mortgage guarantee scheme to enable first time buyers
with a 5% deposit to purchase their first home. For the
specialist supported housing provided by CSH, the
private sector will continue to play a vital role.

20

CIVITAS SOCIAL HOUSING PLC | REPORT AND ACCOUNTS 2021



Investment Adviser’s Report

Continued

New legislation on building standards and planning
are, at the time of writing, being enacted with the aim
of improving the quality of new build residential homes
as well as enabling the level of house building to rise
with the primary government focus being upon home
ownership. It is also likely that Leasehold reform will be
enacted to establish more rights for those purchasing
new build homes. It is unlikely that this legislation will
have an impact on CSH as the portfolio comprises low
rise, freehold traditional construction homes with no
cladding and we do not undertake new development
within the Civitas portfolio.

Specialist supported housing has a long provenance with
the first significant long stay hospital closure programme
being launched in the 1990s with a view to ensuing that
everyone with a learning disability or other substantial
care need could live within their own community in
suitably adapted homes with care support.

As has been repeatedly demonstrated the social

benefits experienced by residents and their families of
community-based care housing for life are substantial
and this is described in more detail in the most

recent independent reports by The Good Economy
incorporating the Social Profit Calculator. It has also
been long established by Government and independent
sources that the cost of care and housing against remote
institutional care is considerably reduced often by a
factor of more than half.

A key part of the rationale for providing housing with
care has always been that it significantly improves the
health and social outcomes of those who benefit, and
it is more cost-effective than the alternatives. Important
further evidence of .the continued efficacy of this
argument was provided by Mencap in its 2021 report,
“Tea, Smiles and Empty Promises: Winterbourne View,
and a decade of failures — a collection of family stories".

In its report Mencap found that:

e Many people (over 50%) (with long-term care needs)
live with elderly parents, who worry about what will
happen to their children when they can no longer
care for them;

e Over 3,000 people with a learning disability are
currently placed in inpatient units, miles away from
their family, often for a long time;

e 82% of local authorities say they have a shortage of

suitable housing for adults with a learning disability
and 67% say that it has become more difficult for

adults with a learning disability to have their housing

needs met; and

e Due to this lack of appropriate local housing and the
support options that go with it, many people with a
learning disability do not get a choice about where
they live or who they live with. Too often they are

moved into accommodation far away from family and

friends, especially if they have complex needs.
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10 years on from Winterbourne View:

the human rights scandal continues
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Financial Review

Rental income in the period grew to £47.8 million, a 4%
increase over the corresponding year (31 March 2020:
£45.9 million) with annualised rental income of £50.8
million at 31 March 2021.

This increase has been generated as a result of new
investments made in the period, on track indexation

of rents and the effect of rental income on properties
purchased prior to the period, being included for the full
twelve months.

A fair value gain on investment properties of £5.5 million
was recorded in the period and underlying operational
cash flow increased strongly to £36.1 million* (31 March
2020: £32.9 million) adjusted for non-cash items and
reflecting strong cost control.

Earnings per share were 5.80 pence for the twelve-month
period compared to 6.06 pence for the full year to 31 March
2020. This movement is as result of a comparatively lower
valuation gain compared to March 2020 due to low CPI
rates during the year and increased finance costs. EPRA
earnings per share were 4.93 pence over the twelve-month
period compared to 4.63 pence for the full year to 31 March
2020. EPRA earnings per share is calculated after removing
any change in fair value of investment property.

The Company paid one dividend of 1.325 pence (from the
prior period) and three of 1.350 pence during the period
(with a further 1.350 pence paid after the year end) fully in

* Gross of a £100m consideration payment made in the ordinary course of investment in respect of
acquiring additional rental income from new build facilities in Wales, completion of which was
announced by RNS on 24 August 2020. From a technical perspective, the consideration has been
classed as a lease incentive rather than a capital item in accordance with accounting standards
IAS 40 and IFRS 16 {leases) so reducing stated operating cash flow and increasing stated trade
receivables. This reflects the £10.0m payment being made in respect of the acquisition of additional
rental income under an existing lease rather than an entirely new property purchase.

line with the distribution target of 5.4p announced for the
year to 31 March 2021. Our priority is to reach a fully covered
dividend as soon as possible and we are pleased to note
that the EPRA run rate dividend cover at 31 March 2021 was
100%. The actual dividend cover for the year to 31 March
2021 was 91.6% compared to 87.4% as at 31 March 2020.

As at 31 March 2021, the IFRS net asset value of the Company
was 108.30 pence per share, a slight increase on the 107.87
pence per share at 31 March 2020. Together with the
dividends of 5.375 pence paid in the period this gives a
total return since PO of 26.48% on an IFRS basis and 39.9%
on a Portfolio basis.

The Ongoing Charges Ratio”, reflecting total costs
expressed as a percentage of the average net asset value
over the twelve-month period. was 1.37% in the period
compared to 1.36% in the year to 31 March 2020.

The portfolio was independently valued on an individual
IFRS asset basis by JLL at £915.6 million as at 31 March 2021
reflecting a net initial yield of 5.24%. This compares to an
average purchase yield of 5.84% (prior to purchase costs)
and reflects the ability of the Company to use its scale
and market position to buy well, often off-market, and
generally avoid taking part in auctions.

The acquisition programme has continued post year
end with the acquisition of 15 supported living and

care facilities in South Wales for a total consideration of
£10.9 million and the acquisition of 10 supported living
properties across Hertfordshire, Essex. Suffolk and Wales
for a total consideration of £8.6 million.

# Alternative Performance Measure.
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The Portfolio - Asset Management and

Future Proofing

We are, and always will be, an active manager of the
portfolio and undertake property assessments on a
regular basis with our approved provider partners

and surveyors to determine whether properties are
achieving an optimal outcome. We have expanded our
asset management team with senior individuals from the
real estate and care sectors to ensure we have a sector
leading approach to capital works and enhancements.

We continue to invest carefully in order to expand
properties and to ensure that they are as future proofed
as possible. This might include small adaptations to
enable a building to function better for an approved
provider or a care provider and this modest investment is
typically above and beyond the repair and maintenance
obligations in the lease.

We also undertake reviews to ensure that each property
is working in an optimal manner within the overall sector
eco-system in terms of interaction with the local authority
as well as the approved provider and the care provider.

To complement this work, we have upgraded our asset
management software, which enables us to monitor
building, investment, and performance on a live basis
with direct access to all key counterparties.

Now that we have established a substantial portfolio,
we have taken opportunities to move certain properties
between approved providers to promote diversification
and efficiencies, based on lease assignments on the
same lease terms.

This action is taken where a particular approved provider
has for example a strong relationship with a particular
local authority that facilitates engagement or where

we can achieve concentrations that assist approved
providers in undertaking maintenance and repairs and
also to bring together properties that deliver high acuity
care with approved providers that are particularly skilled
in working with such residents and care providers.

We will also respond to requests from approved
providers who might themselves want to reduce or
reshape their geographic coverage so that they can
become more efficient and have a business that is more
easily managed and can better meet the requirements
set by the RSH.

The Portfolio - Rental Income

The annualised rental income as at 31 March 2021 increased to £50.8 million and this is expected to increase further as
additional indexation is applied and the balance of the existing debt is invested.

Rental income is generated from leases with 16 approved providers.

Annualised rent roll® (%)
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Portfolio Characteristics
The key features of the CSH portfolio can be summarised
as follows:

e Fully converted and specially adapted for care use;

¢ High number of care hours: 43 hours a week on
average;

¢ Median rents tested/compared against market
equivalent:

e Properties well located within the community and
with commissioner support;

e Over one third of the portfolio on back-to-back 25-year
leases with care providers mirroring the obligations
in the lease to approved providers;

e An own front door policy; and

e Over one third of properties bought when new,
without development or forward funding risk.

The high quality of the Company's portfolio reflects the
ability of CIM to source off market transactions through
its extensive network of care provider relationships, with
the aim of achieving value growth over time.

Building characteristics

CSH has 619 properties across 164 local authority areas.

The average building size comprises 7 bed spaces and are
either stand-alone houses or apartment blocks typically

of between 10 and 15 flats with individual front doors. The
nature of community-based housing with care is best
delivered by acquiring traditional properties in traditional
streets near to community facilities and local infrastructure.

As with all properties CSH acquires, a full independent
condition survey is carried out prior to acquisition. As a
result, over £500m of transactions have been rejected as
it did not meet the Company'’s standards with regards to
either the rent levels, building location, layout/suitability,
or reputation of the vendor.

Where a building proceeds to acquisition a full condition
report specifying all works that must be carried out at the
vendor's cost is undertaken. This may include bespoke
adaptations for the resident, health and safety works

and environmental enhancements to improve thermal
efficiency. These works will then be carried out and
inspected by a separate independent surveying practice
before final handover.

All of the portfolio is traditional construction with no
system-built properties or over-building cladding and
is property suitable for various types of community use
and accommodation.

Overview of activities of CIM

CIM has undertaken additional recruitment over the
last 12 months attracting additional high calibre senior
professionals from Healthcare, Asset Management,
Finance, Transactions and Social Housing and

Welfare. This has enabled CIM to bring significant
additional added value to CSH through a range of new
initiatives including;

1. New M&G Facility

In February 2021, the Company secured a new debt
facility with a new lender M&G, for £84.5m to support the
ongoing acquisition of further high-quality properties.

M&G debt facility Terms

Security Assets

Facility size £84,550,000
Term 7 years
Termination date 21 January 2028

Cost 275bps margin (floating) + 3-month
libor swap rate (314bps)

LTV 55% (event of default covenant)

ICR Projected Interest cover for the

next 12 months >250%

2. Fitch Ratings

CIM worked with Fitch Ratings on an intensive ground up
due diligence process, which led to a leading "A" secured
and "A-" unsecured rating for the Company. which
compares very well with a selection of well-established
real estate companies.

The rating has opened up the Company's access to
broader longer term funding markets and offers the
potential for a material increase in tenure of facilities
with competitive pricing for the benefit of the Company
and its shareholders.
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3. New Bespoke Dedicated Property
Management platforms

“WebTerrier”

CIM has implemented a dedicated integrated asset
management platform “WebTerrier” to enable real

time interaction with all 619 properties to include an
ongoing monitoring programme. The cloud-based asset
management software is leveraged to monitor:

e Works;

e Rentreviews;

e Renewals;

e Adaptions;

e Compliance and health and safety; and
e Portfolio management

“Yardi”

CIM has implemented with Link an integrated rent
demand and invoicing system to support CSH.
This allows:

e Integration of invoices and receipts into the books
and records for CSH; and

e Scope for further automation of rent receipts and
provision of debtor balances

Social Impact and Social Value

The Company's latest independent report from The Good
Economy was published today and provides details of
CSH's portfolio and the continued success in delivering
measurable social impact. Findings include:

1. 33% of CSH's 619 properties have been brought into
the social housing sector for the first time.

2. CSH's regular engagement with its Approved
Providers (APs) to monitor the quality of its stock
continued through the COVID-19 pandemic.

3. Improvement works have enhanced the energy
efficiency of homes, with 99.92% of homes with an EPC
rating of A-E.

4. CSH's homes continue to serve vulnerable individuals
and play a significant role in improving resident
wellbeing, particularly when individuals are coming
out of higher-acuity facilities.

5. Social value analysis revealed that, overall, the
portfolio generates £127 million of social value per
year, including fiscal savings to public budgets of
£75.9 million per year.

Environmental, Social and Governance

Earlier this year, the Board of CSH set out its commitment
to a continuous improvement process in its approach

to Environmental, Social and Governance (ESG)
integration. CIM is responsible for the implementation
of the commitment to integrate ESG considerations in its
investment strategy.

Over the last year, we have engaged with ESG rating
agencies such as GRESB (formerly Global Real Estate
Sustainability Benchmark), MSCI (Morgan Stanley Capital
International), Sustainalytics, and S&P Global. CSH
achieved a strong B score following the GRESB Public
Disclosure Assessment 2020 compared with the peer
group average score of C. CSH is now in the 2" position
within its Comparison Group (UK Residential). GRESB is
an investor driven global ESG framework, and the next
phase is to focus on full participation in GRESB Real Estate
Assessment. CSH has an ESG Risk Rating score of 14.1
(Low Risk) on Sustainalytics which measures how well
companies manage ESG issues that are most material to
their business. We are working towards improving the
current CSH MSCI ESG rating of B and have maintained
CSH's accreditation as an impact investor under
International Finance Corporation (IFC) Principles.

CSH is an Early Adopter of the “Sustainability Reporting
Standard for Social Housing” which has been developed
through a collaboration between housing associations,
banks and investors.

CIM has also been engaged in an Equity Investor Impact
Reporting Project to produce the sector standard impact
measurement approach for equity investments in social
and affordable housing. The project aim is to develop a
framework to inform the engagement process between
investors, intermediaries, and investees. It will also help
articulate, measure, and actively manage positive social
impact contributions. It is envisaged that publication/
launch will take place in summer 2021.

4. Environmental: Carbon Reduction/

Energy Cost Savings
We have been actively engaged with our counterparties to
assess the environmental impact of the portfolio and from
this to begin an active programme of carbon reduction.

Initially we completed four pilot projects to establish
potential cost and efficacy of the initiatives. The
deployment of low carbon technologies at the properties
reduced the carbon footprint of the dwellings by up to
up to 67% and will generate annual energy cost savings
of up to 57% for the bill payer. In addition. the housing
providers will benefit from export tariff income generated
from any excess energy generated by solar panels. This
will contribute to reducing operational costs.
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In addition, we have improved the environmental
performance of the portfolio with 99.92% of CSH homes
meeting the Government's minimum energy efficiency
standard of EPC grade E (up from 98% in March 2020).
Work is underway to achieve 100% compliance by the end
of the Company's Q1 2021, which relates to one property.

Following the success of these pilots, we are pleased to
have agreed a significant national framework agreement
with E.ON Energy Installation Services, a part of EON

UK group - a leading energy supplier and pioneer in
sustainable solutions ~ for reducing carbon emissions.
The collaboration has identified an initial batch of 55
properties that will be upgraded with various forms of
energy saving measures including, solar panels with
storage batteries, external wall insulation, cavity wall
insulation, loft insulation and air source heat pumps.

‘The objective, drawing upon available Government
grants for elements of the investment is to achieve at
least a 25% carbon reduction across these properties and
for this to lead to material energy cost savings for the bill
payer and the public purse. It will move the 55 properties
from EPC rating E to D and above. The current split is 52%
A-C and 47.9% D/E.

We expect works to commence over the coming months
following site surveys and for a further tranche of
properties to be selected thereafter creating a rolling
programme of carbon reduction.

The goal for the Company and indeed the sector is to
achieve carbon neutrality for which increased support in
the form of grants from Government will be required.

Social: Charities

Crisis

For the last four years CSH has supported Britain's
biggest homelessness charity. Crisis and CIM regularly
collaborate on the emerging knowledge required to
undertake advanced homelessness schemes. These

are vital to enable people who have been at risk of, or
experienced homelessn