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the group operates, and continued cash flow from rented properties. The ratings also reflect the
robust cash flow from public funds and the control and regulation provided through the Homes
and Communities Agency. The group now owns and manages about 18,500 properties, and
this growth in its portfolio should help it to achieve economies of scale.

Rating Drivers: GPHG’s financial performance and debt metrics, supported by strong demand
for SH, are in line with ‘A+ peers. The Stable Outlook reflects Fitch Ratings’ view that
developments in the SH sector over the past two years, such as a weakened operating
environment and increased challenges facing registered providers in England, should not
necessarily have a material negative impact on GPHG.

Continued High Demand: GPHG operates primarily in Greater Manchester, Lancashire and
South Yorkshire, where demand for affordable housing is strong. GPHG reports top-quartile
performance on tenancy turnover, void loss and re-letting times, which are good identifiers of
demand. Arrears at 3.3% are at their lowest ever. GPHG has had surpluses since 2008,
primarily from core SH activities rather than property development, and in the financial year to
end-March 2016 (FY16), 80% of total turnover was from SH rents.

Annual Surpluses: GPHG recorded turnover of over GBP100m in FY16 and a surplus of over
GBP12m. The 1% rent reductions for the next four years will lead to a GBP10m reduction in
rental income per year by 2019. This should be compensated for by improving efficiencies and
cost reductions. We forecast the mix of GPHG’s turnover to change, with a rise in turnover from
first-tranche and market sales, although surpluses from these activities are not expected to
exceed 25% of total annual surpluses over the next five years.

New Developments, Growing Debt: Since 2008, the group has developed between 360 and
730 units a year, with a peak in FY16, and it has contracted to build just over 1,100 units over
the next three years. Debt grew to GBP500m at FYE16 from GBP471m at FYE15 as a result of
the development programme. In October 2012, the group issued a GBP150m secured bond,
and it has since raised the rest of its GBP50m retained bonds. At FYE16, the group had an
estimated value of GBP71m of loan supportable properties.

Financial Covenants: GPHG’s debt repayment profile is long and fairly smooth, and debt is
expected to continue rising gradually over the next five years of the business plan (BP). Interest
cover and gearing are the key financial covenants. These have been comfortably met in the
past and are projected to be met over the next five years of the BP. At FYELS6, interest cover
was 212%, above the bank covenant of 105%. Gearing was 44% but remained well below the
loan covenant requirement of 65%.

Rating Sensitivities

Pressure on Covenants, Volatility: Fitch will continue to monitor challenges to the ratings,
such as signs of: greater pressure on headroom on interest cover and gearing covenants;
greater reliance on sales receipts than currently expected; increased volatility in operating
revenue as a result of higher exposure to development activities; and a significant increase in
gearing.
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Appendix A

Great Places Housing Group Limited

Year-end 31 March (GBPm) 2015
Restated 2016
(adoption of (adoption of
2012 2013 2014 FRS 102) FRS 102)
Income statement summary and profitability
Total operating revenue (exc. transfers and grants from public sector) 72.1 79.8 85.0 89.5 103.9
Operating revenue growth (%) 7.77 10.68 6.52 5.29 16.09
Transfers and grants from public sector 0 0 0 0 0
Transfers and grants from public sector/total revenues? (%) 0 0 0 0 0
Operating balance 17.7 22.9 25.5 30.6 28.5
Interest expense 11.0 16.2 19.2 20.8 21.8
Profit (loss) after tax® 7.3 7.4 9.2 11.3 12.4
Personnel costs/total revenues? (%) 21.36 21.68 22.82 21.23 18.67
Fitch-calculated EBITDA margin (%) 38.00 42.36 79.18 41.34 63.14
FFO margin (%) 36.48 38.97 42.24 44.13 37.54
FCF margin (%) -32.45 -14.91 -11.29 -12.51 -5.97
Return on equity and reserves (%) 14.75 13.05 13.94 37.92 31.39
Return on assets (%) 1.76 1.56 1.78 1.05 1.11
Balance sheet summary
Total assets” 415.7 473.2 516.8 1,078.6 1,119.9
Stock 131 14.7 18.6 7.5 15.1
Cash and liquid investments 6.3 18.0 27.3 26.3 31.0
Reserves 49.5 56.7 66.0 29.8 39.5
Equity 0 0 0 0 0
Cash-flow summary
EBITDA (Fitch-calculated) 27.4 33.8 67.3 37.0 65.6
Cash interest paid -11.4 -13.7 -20.9 -21.6 -22.1
Other items before FFO 10.3 11.0 -10.5 24.1 -4.5
FFO: funds from operations 26.3 31.1 35.9 39.5 39.0
Changes in working capital -4.0 9.9 7.9 5.4 3.5
CFO: cash flow from operations 22.3 41.0 43.8 44.9 42.5
Net capital expenditure -45.7 -52.9 -53.4 -56.1 -48.7
Dividends paid 0 0 0 0 0
FCF: free cash flow -23.4 -11.9 -9.6 -11.2 -6.2
Equity injection 0 0 0 0 0
Other cash financing -12.4 -15.1 -21.4 -22.5 -22.7
Cash flow before debt movement -35.8 -27.0 -31.0 -33.7 -28.9
New borrowing 45.6 176.2 42.9 70.9 62.5
Debt repayment -4.0 -126.6 -13.2 -14.1 -33.5
Cash flow after net debt movement 5.8 22.6 -1.3 23.1 0.1

2 Includes revenue from the public sector

® Prior to the adoption of FRS 102, social housing grant was classified within fixed assets and netted off. With the adoption of FRS 102, it is now shown as a long-term liability
°Since the adoption of FRS102 the Financial Statements now show the total comprehensive income for the year which considers primarily movements in FV of hedged
financial instruments. These movements however have not been included in the Appendix above.

Source: Issuer and Fitch calculations
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Appendix B

Great Places Housing Group Limited

Year-end 31 March (GBPm) 2015 Restated 2016
(adoption of (adoption of

2012 2013 2014 FRS 102) FRS 102)

Debt summary

Short-term debt 17 1.8 1.6 15 3.1

Long-term debt 331.8 381.4 409.3 466.0 493.4

Total debt 3335 383.2 410.9 467.5 496.5

Subordinated debt

Finance leases 11 11 3.1 3.3 3.3

Other Fitch-classified debt

Total risk 334.6 384.3 414.0 470.8 499.8

Unfunded pension liabilities
Contingent liabilities

Overall risk 334.6 384.3 414.0 470.8 499.8
Cash, liquid deposits and sinking fund 6.3 18.0 27.3 26.3 31.0
Net overall risk 328.3 366.3 386.7 444.5 468.8
% debt in foreign currency 0 0 0 0 0
% debt at fixed interest rate 63.18 90.24 91.82 95.02 95.27
% issued debt 0 38.49 44.07 43.14 40.62
Coverage and leverage

Fitch-calculated EBITDA gross interest coverage (X) 2.40 2.47 3.22 1.71 2.97
FFO gross interest coverage (x) 2.31 2.27 1.72 1.83 1.76
FFO debt service coverage (x) 1.71 0.22 1.05 1.11 0.70
FFO/net capital expenditure (%) 57.55 58.79 67.23 70.41 80.08
FFO gross leverage (x) 0.08 0.08 0.09 0.08 0.08
Net debt/(CFO-capex) (x) -3.50 -11.20 -10.04 -10.79 -15.41
Total debt/Fitch-calculated EBITDA (x) 12.17 11.34 6.11 12.64 7.57
Net debt/Fitch-calculated EBITDA (x) 11.94 10.80 5.70 11.92 7.10
Total risk/Fitch-calculated EBITDA (x) 12.21 11.37 6.15 12.72 7.62
Overall risk/Fitch-calculated EBITDA (x) 12.21 11.37 6.15 12.72 7.62
Total debt/equity and reserves (%) 673.74 675.84 622.58 1,568.79 1,256.96
Total debt/total assets (%)° 80.23 80.98 79.51 43.34 44.33
Sector-specific data

Social housing rent 58.0 64.7 68.6 78.5 82.9
Other social and non-social activity 14.1 15.1 16.4 10.9 21.0
Property sales 0.5 0.2 1.3 0.5 9.1
Management costs 131 13.9 14.8 13.9 16.0
Routine maintenance costs 9.3 9.3 9.4 10.3 10.4
Net debt/total assets (%)" 78.71 77.18 74.23 40.9 41.57
Total debt per unit 20,654 23,227.1 24,480.2 26,691.4 26,970.5
Accrued housing grant 502.6 506.9 517.8 524.0 527.8
Total social housing stock (units) 16,147 16,498 16,785 17,515 18,409
Void rent loss 1.2 1.3 14 1.2 0.9
Management cost per social housing unit (GBP) 811.3 842.5 881.7 793.6 869.1
Routine maintenance cost per social housing unit (GBP) 576.0 563.7 560.0 588.1 564.9
Void rent loss/sacial housing rent (%) 2.07 2.01 2.04 1.53 1.09
Social housing rent/total revenues? (%) 80.44 81.08 80.71 87.71 79.79

2 Includes revenue from the public sector
® Prior to the adoption of FRS 102, social housing grant was classified within fixed assets and netted off. With the adoption of FRS 102, it is now shown as a long-term liability.
Source: Issuer and Fitch calculations
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