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Directors’ report
for the year ended 31 August 2018

The directors present their report and financial statements for the year ended 31 August 2018.

Principal activity
The principal activity of the company is that of a financing company.

Financial risk management objectives and policies

The company's financial risk management objectives and policies are considered to be of strategic
significance and are therefore detailed in the Strategic Report on pages 5to7.

Going concern

After reviewing the company's forecasts and projections and those of its seven fellow group
undertakings to which the company has provided on-loan arrangements, the directors have a
reasonable expectation that the company has adequate resources to continue in operational existence
for the foreseeable future. The company therefore continues to adopt the going concern basis in
preparing these financial statements.

Dividend
The directors did not declare any dividends for the year (2017: nil).

Directors

The directors holding office during the year to 31 August 2018 and subsequently are:
J C W Benkel

S O'Shea

Intertrust Directors 1 Limited

R Bienfait
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Directors' report
for the year ended 31 August 2018 (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report, the Strategic Report and the financial
statements in accordance with applicable law and regulatlons.

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

*  select suitable accounting policies and then apply them consistently;
*  make judgements and accounting estimates that are reasonable and prudent;

= state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company'’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors confirm that;

» so far as each director is aware, there is no relevant audit information of which the company's
auditor is unaware; and

e the directors have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the auditors are aware of
that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information

included on the company’s website, www.upp-ltd.com/investors. Legislation in the United Kingdom
goveming the preparation and dissemination of financial statements may differ from legislation in other

jurisdictions.

The directors are protected by Directors and Officers Liability Insurance provided by the Company.
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Directors' report
for the year ended 31 August 2018 (continued)

Independent auditors

The auditors, UHY Hacker Young LLP, have expressed their willingness to continue in office, and a
resolution for their appointment will be proposed at the next Annual General Meeting.

On behalf of the Board

S

R A Bienfait

Director

7 December 2018
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Strategic report
for the year ended 31 August 2018

Results and review of the business
The company was incorporated on 16 October 2012 and commenced trading on 5 March 2013.

On 5 March 2013 the company issued £307,100,000 of fully amortising fixed rate senior secured notes
and £75,000,000 of fully amortising RP! index-linked senior secured notes, listed on the Irish Stock
Exchange. The proceeds of this issuance were on-lent on the same terms and conditions to six fellow
group companies to enable them to refinance their senior bank facilities and associated costs.

On 9 December 2014 the company issued £149,700,000 of fully amortising RP! index-linked senior
secured notes, listed on the Irish Stock Exchange, ranking pari-passu with the initial senior notes. The
proceeds of this Issuance were on-lent to a sister company, UPP (Exeter) Limited, to enable that
company to refinance its senior bank facilities and some associated costs, see note 11.

During the year, the seven fellow group companies have continued to meet their obligations under the
on-loan agreements.

The directors of the company have chosen to adopt Financial Reporting Standard 102 — ‘The financial
reporting standard applicable in the United Kingdom and Republic of Ireland’ (‘FRS 102') from
incorporation and these financial statements have been produced on that basis.

The company's loss for the year is £238,000 (2017: £203,000). It is not expected that the role of the
company will change in the foreseeable future.

Financial risk management objectives and policies

The company uses various financial instruments including equity, fixed rate and index linked bonds,
derivatives and cash. The main purpose of these financial instruments is to raise finance for the fellow
group undertakings. All of the company's financial instruments are of sterling denomination and the
company does not trade in financial instruments or derivatives.

The existence of these financial instruments exposes the company to a number of financial risks, which
are described in more detail below. The directors review and agree policies for managing each of these
risks and they are summarised below.

Liquidity risk
The company seeks to manage financial risk by ensuring sufficient liquidity is available to meet foreseeable
needs and debt servicing and by investing cash assets safely and profitably.

The maturity of borrowings is set out in note 13 to the financial statements.

Interest rate risk

The company finances its operations through a mixture of equity and fixed rate and index-linked secured
senior notes. Through the issue of fixed rate notes the company has mitigated its exposure to interest
rate fluctuations on that portion of its borrowings. The index-linked notes have a nominal fixed rate that
is linked to RPI (see below). The funds raised from these instruments have been on-lent to fellow group
undertakings under the same terms.
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Strategic report
for the year ended 31 August 2018 (continued)

Inflation rate risk

The company is financed through a mixture of fixed rate and index linked bonds which in turn have been
on-lent to fellow group undertakings.

These fellow group undertakings all provide student accommodation and use rental income received to
service the cost of these on-loans. Growth in rental income is linked to the movement in RPI and the fellow
group undertakings manage the exposure to this index through a mix of inflation linked debt on-lent from
this company and the use of RPI swaps to hedge a portion of the fixed rate debt servicing costs. This
company also has back to back external swaps which materially offset in fair value terms with the swaps
with fellow group undertakings.

Principal risks and uncertainties

Demand risk

The company is subjected to the risk of one or more of the fellow group undertakings not being able to
service the cost of their on-loan arrangement and consequently the company defaulting on its own
borrowings. These fellow group undertakings are subjected to risks arising from occupancy voids and
no nominations by the university partners that can lead to uncertain revenues. This risk is managed by
cementing relationships with the university, improved marketing of accommodation and improved third
party revenues to compensate for any shortfalls in rental income. Additionally, there is a cross
collaterisation arrangement in place allowing the pooling of each of the bond participants' surplus cash,
which can then be used to support any underperforming bond participants.

Portfolio risk

The assets of the fellow group undertakings are in the student market and reduced student numbers
could impact upon financial performance and consequently the ability of these companies to repay loans
made by this company. These fellow group undertakings seek to mitigate this risk by building excellent
long term relationships with its university partners and ensuring up to date in depth market analysis is
completed each year to enable each company to review its strategic position.

Key performance indicators
The company's principal actlvity is that of a financing company providing funding to seven fellow group

undertakings by way of on-loan arrangements. The performance of these group undertakings is critical to
the ability of this company to service its own debt commitments.

These fellow group undertakings all provide student accommodation and use rental income received to
service the cost of these on-loans.

The following are considered by the directors to be indicators of average performance of these fellow group
undertakings that are not necessarily evident from the financial statements but provide insight into the
quality of underlying cash flows for the borrowers.

2017/18 201617
Average Applications : Acceptance ratio 5.35:1 5.76:1
Average core demand pool (no. of students) 15,097 14,491
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Strategic report
for the year ended 31 August 2018 (continued)

Key performance indicators (continued)

The Indicators above are directly related to the performance of the relevant university partners of these
fellow group undertakings and any changes in these statistics may potentially affect the performance of that
company and in turn, the economic viability of this company.

The directors also monitor the occupancy levels of the student accommodation facilities across the
seven companies.

201819 2017/18

Average occupancy across the facilities 99.05% 100.00%

The target occupancy level across the facilities is 98-99%. As such, the directors are satisfied that the
movements noted above are within tolerable limits for the recovery of credit extended to these group
undertakings. In addition, all of the seven group undertakings met their on-loan obligations in the period.

Other financial key performance indicators relate to financial covenants relating to the listed debt
instruments. The financial covenants are monitored by the Board and none of those have been breached
during the financial year.

On behalf of the Board

NN I

R A Bienfait

Director

7 December 2018
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc

We have audited the financial statements of UPP Bond 1 Issuer plc (the ‘company’) for the year ended
31 August 2018 which comprise of the Statement of Comprehensive Income, Statement of Financial
Position, Statement of Changes in Equity, Statement of Cash Flows and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

« give a true and fair view of the state of the company's affairs as at 31 August 2018 and of its loss
for the year then ended,;

«  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; 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) (1SAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard as applied to public interest entities, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

Conclusions relating to golng concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require

us to report to you where:

« the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

s the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company's ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period and include the most significant assessed risks of
material misstatement (whether or not due to fraud) we identified, 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. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

1) Fixed rate and index linked bonds valuation and classification

Fixed rate and index linked bonds are one of the largest balances in the company's Statement of
Financial Position. The proceeds of these issues are on-lent to fellow group companies to enable them
to refinance their senior bank facilitates and associated costs.

As set out in note 1(f) of the financial statements, the directors have classified the company's fixed rate
and index linked bonds as basic financial instruments. Fixed rate bonds are initially measured at
transaction price and subsequently measured at amortised cost using the effective interest method.
Index linked bonds are fully amortised with the principal repayments and interest adjusted by the change
in the RPI index.

Fixed rate and index linked bonds is a key audit matter as there is a significant risk of misstatement if
the bonds are incorrectly classified as basic financial instruments.

2) Internal and External Retail Price Index (‘RP!') swap valuations

As set out in note 1(h) of the financial statements, the company measures their internal and external
RPI swaps at fair value. This is a significant accounting estimate and involves a range of judgmental
assumptions.
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

RP! swaps are initially recognised at fair value at the date the derivative is entered into and are
subsequently re-measured to their fair value at each reporting date. Valuations are performed by an
independent professionally accredited expert.

3) Recoverability of inter-company (‘SPVs') debtors and Going Concern

As noted above, the company has on-lent the proceeds of the debt issues to a number of fellow group
companies to enable them to refinance their senior bank facilitates and associated costs.

As set out in note 8 of the financial statements, loans to fellow group undertakings is the largest balance
in the company’s Statement of Financial Position. The SPVs service the company's debt and is a key
audit matter surrounding the going concern assumption and loan covenant requirements of the bond

group.

4) Management override of controls

In accordance with ISA 240.31 ‘While the level of risk of management override of controls will vary from
entity to entity, the risk is nevertheless present in all entities and is a significant risk of material
misstatement due to fraud.’

Our application of materiality
We define materiality as the amount of misstatement in the financial statements that is likely to influence
the economic decisions of a reasonably knowledgeable person. We set quantitative thresholds for

materiality which, together with qualitative considerations, help us to plan the scope of our audit work
and to evaluate the results of our work.

10
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

We determined materiality for the financial statements as a whole as follows:

Overall materiality 2018: £2,737,000 | 2017: £2,766,900 |
How we determined it 2018: The level required for | 2017: average of 5% profit
reporting to the group auditor | before tax, 4% net assets and
2% gross assets

Rationale for benchmark Group reporting materiality | Profit before tax, net assets
was lower than the level | and gross assets are key
calculated using the | performance measures for the

Company's key performance | company and takes into
measures, and so this amount | account all aspects of trading
was utilised. - performance of the company

We agreed with the Audit Committee that we would report to them misstatements identified during our
audit above £136,000 (2017: £138,345) as well as misstatements below that amount that, in our opinion,
merited reporting on qualitative grounds. We also reported to the Audit Committee any disclosure
matters that we identified when assessing the overall presentation of the financial statements.

An overview of the scope of our audit

We designed our audit by obtaining an understanding of the company and its environment, and
assessing the risk of material misstatement in the financial statements. When assessing the risk of
material misstatement, we consider whether the directors made judgments or assumptions that are, by
their nature, subjective. The scope of our audit was influenced by the level of materiality we determined.

1) FEixed rate and index linked bonds valuation and classification

We reviewed the accounting treatment of the fixed rate and index linked bonds to assess that they
continued to comply with Section 11 'Basic Financial Instruments’ of Financial Reporting Standard 102
(United Kingdom Generally Accepted Accounting Practice).

We obtained backing documentation relating to the fixed rate and index linked bonds and recalculated

their amortised cost and interest payable for the financial reporting period. We also assessed if the
correct disclosures were made within the financial statements.

11
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

We believe that the valuation and classification of the fixed rate bonds are materially correct and comply
with the Financial Reporting Standard 102 (United Kingdom Generally Accepted Accounting Practice).

For the index linked bonds, Section 11.9 (aA) states a contract is basic if it provides for repayments of
the principal or the return to the holder (but not both) to be linked to a single relevant observable index
of general price inflation of the currency in which the debt instrument is denominated, provided such
links are not leveraged.

Although both the principal and return of the company's index linked bonds are linked to the RPI index,
the linked return is calculated on the original principal and not the uplifted principal. This has the same
mathematical effect of a basic financial instrument that has a fixed rate of interest but its principal is
uplifted by the RP!1 index.

We did not identify any other issues in respect of the accounting treatment of the senior securities and
interest payable.

2) Internal and External Retail Price Index (RP[") swap valuations

The company’s derivative financial instruments (which are RP| swaps) are measured at fair value at
each reporting date. We obtained an independent valuation of a sample of these items to assess if they
had been correctly valued. For the sample we ensured that the associated movements in value, were
correctly reflected in the financial statements.

We also reviewed the valuation method adopted to ensure it complied with the Financial Reporting
Standard 102 (United Kingdom Generally Accepted Accounting Practice).

A swaps valuation can differ depending upon the model and assumptions used. The difference between
the valuation obtained independently during the audit and the value included in these financial
statements is immaterial and within an acceptable range of outputs that would be expected.

We believe that the accounting and disclosure of the RPI swaps are materially correct and comply with
the Financial Reporting Standard 102 (United Kingdom Generally Accepted Accounting Practice).

12
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

3) Recoverabillty of inter-company (‘SPVs') debtors and Going Concern

A Common Terms Agreement is in place between the company and the various SPVs which sets out
the terms that are common to all the financing instruments and the relationship between them. This
agreement includes a clause that states any SPV unable to service their proportion of the company's
debt requirement will be covered by the other SPVs with surplus cash.

The performance of the SPVs is therefore critical if the company is to continue to service its own debt
commitments. Occupancy levels of the student accommodation for 2018 and forecasted for 2019 are
100.00% and 99.05% respectively. As such, we are satisfied that the occupancy levels are within
tolerable limits to recover the SPV debtors.

Management also produces a budget for the following 12 months to ensure that the SPVs can meet the
debt-service ratio requirement of 1.15. This supported the recoverability of intercompany debtor
balances. Assumptions for the SPV forecasts have also been checked and are considered reasonable.

Management asserts that the SPVs can and will continue to service the company's debt requirements

in the foreseeable future. We did not identify any issues regarding the recoverability of the company’s
inter company debtors and the going concern basis of preparation which has been adopted.

4) Management override of controls

We tested the appropriateness of journal entries recorded in the general ledger and any other
adjustments made in the preparation of the financial statements.

We obtained an understanding of the business rationale of any significant transactions outside the
normal course of business or appeared to be unusual given our understanding of the company and its
environment.

No unusual journals were identified. The company has limited transactions.

13
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Independent auditor’s report to the members of
UPP Bond 1 Issuer plc (continued)

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor's report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

« the information given in the directors’ report and the strategic report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

- the strategic report and the directors' report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report or the directors’
report.

We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion:
« adequate accounting records have not been kept, or returns adequate for our audit have not been

received from branches not visited by us; or

« the financial statements are not in agreement with the accounting records and returns; or
« certain disclosures of directors’ remuneration specified by law are not made; or

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

14
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for internal controls as the directors determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibillties for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

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

Other matters which we are required to address
We were re-appointed by UPP Bond 1 Issuer pic on 25 April 2018. The period of total uninterrupted
engagement including previous renewals and reappointments of the firm is three years.

The non-audit services prohibited by the FRC's Ethical Standard were not provided to the company and
we remain independent of the company in conducting our audit.

Our audit opinion is consistent with the additional report to the audit committee.

15
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Independent auditor's report to the members of
UPP Bond 1 Issuer plc (continued)

Use of this Report

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.

Do

Subarna Banerjee (Senior Statutory-Auditor)

for and on behalf of UHY Hacker Young LLP, Statutory Auditor
Quadrant House

4 Thomas More Square

London

E1W 1YW

Date :\—{ \’Lk\%
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UPP Bond 1 Issuer plc

Statement of comprehensive income
for year ended 31 August 2018

Notes

Interest receivable and similar income
Interest payable and similar charges
Other operating income

Operating loss

Loss on ordinary activities before taxation
Tax on loss on ordinary activities 6
Loss for the year attributable to owners of the parent

Total comprehensive loss for the year attributable to
owners of the parent

The above results all relate to continuing operations.
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Year ended Year ended
31 August 31 August
2018 2017
£'000 £'000
29,074 40,169
(29,313) (40,373)

1 1

(238) (203)
(238) (203)

(238) (203)

(238) (203)
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UPP Bond 1 Issuer plc Upp

University Partnerships
Programme

Statement of financial position
as at 31 August 2018

31 August 31 August
2018 2017
Notes £000 £'000
Current assets
Debtors; due within one year 7 10,550 9,106
Debtors: due after more than one year 8 515,995 516,192
Cash 16,700 15,653
543,245 540,851
Creditors: amounts falling due within one year 9 (21,473) (18,644)
Net current assets 521,772 522,207
Creditors: amounts falling due after more than one 10 (515,995) (516,192)
year
5,777 6,015
Share capital and reserves
Called up share capital 12 50 50
Capital contributions 6,580 6,580
Retained earnings (853) (615)
5,777 6,015

The financial statements were approved by the board and authorised for issue on 7 December 2018 and
were signed on its behalf by:

VA B G

R A Bienfait J C W Benkel
Director Director

Registered no: 08255980

18
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Statement of changes in equity
as at 31 August 2018

Attributable to owners of the parent

Share Capital Retained
Capital contributions earnings Total
£'000 £000 £°000
At 1 September 2017 50 6,580 (615) 6,015
Loss for the financial year - _ - (238) (238)
Total comprehensive income for the year - - (238) (238)
Balance at 31 August 2018 50 6,580 (853) 5,777

19



UPP Bond 1 Issuer plc

Statement of cash flows
For the year ended 31 August 2013

Cash flows from operating activities

Loss for the year

Adjustments for:
Interest expense included in profit or loss, not paid
Movement on creditors / debtors

Net cash generated from in operating activities

Cash flows from investing activities
Scheduled repayments of loans to fellow group undertakings

Net cash generated from investing activities

Cash flows from financing activities
Scheduled repayment of senior secured notes
Proceeds of loans from fellow group undertakings

Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at the end of the year

20
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Year ended Year ended
31 August 31 August
2018 2017
£'000 £000
(238) (203)

238 205

- 11

- 13

9,579 8,111
9,579 8,111
(9,579) (8,111)
1,147 1,119
(8,433) (6,992)
1,147 1,132
15,553 14,421
16,700 156,553
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Notes to the financial statements
for the year ended 31 August 2018

(a)

(b)

(c)

1. Principal accounting policies (continued)

Basis of accounting

UPP Bond 1 Issuer plc is a company registered and domiciled in England and Wales. The
registered office Is 40 Gracechurch Street, London, EC3V 0BT.

These financlal statements have been prepared in accordance with applicable United Kingdom
accounting standards, including Financial Reporting Standard 102 — ‘The financial reporting
standard applicable in the United Kingdom and Republic of Ireland’ (‘FRS 102'), and with the
Companies Act 2006.

The financial statements are presented in GBP (£), which is the Company's functional currency,
rounded to the nearest thousand.

The following principal accounting policies have been applied:

Going Concern

After reviewing the company's forecasts and projections and those of its fellow group
undertakings to which the company has provided the on-loans, the directors have a reasonable
expectation that the company has adequate resources to continue in operational existence for
the foreseeable future. The company therefore continues to adopt the going concern basis in
preparing these financial statements.

Significant judgements and sources of estimation
Classification of index-linked financial instruments

The Company's index linked senior secured notes are fully amortising with both principal
repayments and real interest adjusted semi-annually by the change in the RPI index.
Management have concluded that despite both principal and interest being linked to RPI, these
links are not leveraged because both principal and interest repayment obligations change in the
same proportion and therefore the condition in paragraph 11.9(a) and (aA) is met and the
Company's index linked financial instruments are classified as basic and carried at amortised

cost.
Credit risk

To mitigate the risk of inflation movements impacting on the company’s ability to service the
fixed rate secured senior notes the company has entered into RPI swaps that rank ahead of
payments to the bond holders.

There is a cross collateralisation agreement in place allowing the pooling of each of the bond
participants' surplus cash (after operating expenses and relevant on-loan debt service), which
can be used to support any underperforming bond participants.
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1.
(c)

(d)

(e)

(f)

Principal accounting policies (continued)
Significant judgements and estimations (continued)

Credit risk (continued)

A key assumption used in the valuation of the onward RPI swaps to fellow group undertakings
is credit risk. Based on the above terms, management consider that the aggregate credit risk of
the underlying participants in the bond approximates to the credit risk of the Company bond and
therefore the RPI swaps to fellow group undertakings have been fair valued on this basis.
Management regularly model and monitor the credit risk of the company and that of the
underlying participants in the bond to ensure they do not materially differ. Details of the amounts
included in the financial statements are disclosed in note 13.

Financial assets
Loan, prepayments and loans to fellow group undertakings

Prepayments are measured at transaction cost. Loans made to fellow group undertakings are
initially measured at fair value net of transaction costs and then they are subsequently measured
at amortised cost using the effective interest rate method less impairment.

Finance income
Interest income is recognised in profit and loss as it accrues, using the effective interest method.

Financing income also include gains arising on the change in fair value of derivatives recognised
in profit or loss.

Financial liabilities

Loans and secured notes

Loans and secured notes are initially measured at fair value, net of transaction costs. They are
then subsequently measured at amortised cost using the effective interest method, with the
interest expense recognised on the basis of the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant year. The effective interest rate is the rate
that exactly discounts estimated future cash payments through the expected life of the financial
liability, or (where appropriate) a shorter year, to the net carrying amount on initial recognition.

Where loans have been received at below market terms from fellow group undertakings at the
direction of this company’s parent, the difference between the proceeds and fair value is taken
to capital contributions within equity.

Where the financial liability has variable cash flows, such as the index linked bonds, the change
in RP!I is charged to the profit and loss in the period to which it relates.
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1.
(9)

(h)

(i)

Principal accounting policies (continued)

Finance costs

Financing costs, comprising interest payable on loans, secured notes and the costs incurred in
connection with the arrangement of borrowings are recognised In profit or loss using the
effective interest rate method.

Financing costs also include losses arising on the change in fair value of hedging instruments
that are recognised in profit or loss.

Derivative financial instruments

The Company entered into derivative financial instruments, being RPI swaps, to manage its
exposure to RPL. This company also has back to back external swaps which materially offset in fair
value terms with the swaps with fellow group undertakings.

Derivatives are initially recognised at fair value at the date a derivative is entered into and are
subsequently re-measured to their fair value at each reporting date. The fair value of the
derivatives has been determined on a transfer value basis, which takes into consideration the
price the instrument could be replaced with by another one with the same remaining terms. To
that end, a calibration of usual valuation models has been performed on the trade date for each
derivative to determine an initial spread to be added onto market conditions applied at each year
end. Those market interest rates and inflation curves for a replacement have been used,
deriving future cash flows based on forward rates and discounting them to produce their
reported value. The Company has used a third party expert to assist with valuing such
instruments.

The resulting gain or loss is recognised in the profit or loss immediately.
The company does not apply hedge accounting within these financial statements.
Current and deferred tax

The tax charge for the year represents the sum of the tax currently payable and deferred tax
based on the taxable profit for the year.

Deferred tax is recognised on all timing differences at the reporting date. Timing differences are
differences between taxable profits and total comprehensive income that arise from the inclusion
of income and expenditure in tax assessment in periods different from those in which they are
recognised in the financial statements. Deferred tax assets are only recognised to the extent
that it is probable that they will be recovered against the reversal of deferred tax liabilities or
other future taxable profits.

Deferred tax is calculated at the tax rates that are expected to apply to the taxable profit (tax
loss) of the periods in which it expects the deferred tax asset to be realised or the deferred tax
liability to be settled on the basis of tax rates that have been enacted or substantively enacted
by the end of the reporting year.
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1.
0)

(k)

U]

Principal accounting policies (continued)

Equity and reserves
Share capital represents the nominal value of the shares that have been issued.

Where loans have been received at below market terms from fellow group undertakings at the
direction of this company’s parent, the difference between the proceeds and fair value is taken

to capital contributions within equity.
Retained earnings include all retained profits since incorporation.

All transactions with owners of the parent are recorded separately within equity.
Related party transactions

The company is a wholly owned subsidiary of UPP Group Holdings Limited and as such the
company has taken advantage of the related party transaction exemption of FRS102 not to
disclose related party transactions between two or more members of a group that are wholly
owned by the group.

Segment information

FRS 102 requires operating segments to be determined based on the Company's internal
reporting to the Chief Operating Decision Maker ('CODM') as they are primarily responsible for
the allocation of resources to segments and the assessment of the performance of each

segment.

The principal activity of the company is that of a financing company. Management consider that
there is only one operating segment, as this is the lowest level at which discrete financial
information is available. All of the company's income is generated from UK operations.

The measurement policies the company uses for segment reporting under FRS 102 are the
same as those used in its financial statements.

Directors' remuneration

The immediate parent company, UPP Bond 1 Limited, paid a fee of £13,000 (2017: £6,000) to
Intertrust Directors 1 Limited in respect of services performed in connection with the management
of the affairs of the company for the year ended to 31 August 2018.

No other directors of the company received payment for services performed in relation to the
management of the company.
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3. Auditor's remuneration

The following amounts have been paid to the auditor of the company in respect of the services
provided to the company:

Year ended Year ended

31 August 31 August

2018 2017

£'000 £000

Fees payable to the Company's auditor for the audit of the 24 19
company'’s annual accounts

24 19

These fees have been borne by its immediate parent company, UPP Bond 1 Limited, and included
in the results of that company for the year.

4. Finance income
Year ended Year ended
31 August 31 August
2018 2017
£000 £'000
Finance assets held at amortised cost
Interest from on-loan agreements with fellow group
undertakings calculated using the effective interest rate 18,928 19.043
method
Indexation of index-linked on-loans 8,705 7,331
Total effective interest receivable from on-loans 27,633 26,374
Bank interest receivable 90 109
Finance assets held at amortised cost 27,723 26,483
Held at fair value through profit or loss
Fair value movement on derivative financial instruments 1,351 13,686
29,074 40,169
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5. Finance costs

Financial liabilities measured at amortised cost

Interest on secured bond notes, calculated using the effective
interest rate method

Indexation of index-linked bonds
Total effective interest payable on bond notes

Interest paid on cash balances held on behalf of fellow group
undertakings

Imputed interest on fair value of loans to fellow group
undertakings, calculated using the effective interest method

Financial liabilities measured at amortised cost

Financial liabilities measured at fair value through profit or
loss

Fair value movement on derivative financial instruments

6. Tax on loss on ordinary activities
Taxation
(a) Recognised in the income statement

Current tax expense

Current year

University Partnerships
Programme

Year ended Year ended
31 August 31 August
2018 2017

£'000 £'000
18,928 19,043
8,705 7,331
27,633 26,374

90 108

239 205

27,962 26,687
1,351 13,686
29,313 40,373

Year ended Year ended
31 August 31 August
2018 2017

£000 £000

Total current tax

Deferred tax expense
Current year

Total deferred tax

Total tax in income statement
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6.

7.

8.

Tax on loss on ordinary activities (continued)

b) Reconclilation of effective tax rate

upp’
Unlvorsity Partnorships
Programme

Year ended Year ended
31 August 31 August
2018 2017
£000 £000
Loss on ordinary activities before tax for the year (238) (203)
Tax on loss on ordinary activities using the UK corporation
tax rate of 19% (2017: 19%) (45) (39)
Effects of:
Permanent differences relating to the application of the
taxation of securitisation companies regulation 45 39
Total tax in income statement - -
Debtors: amounts falling due within one year
31 August 31 August
2018 2017
£000 £000
Loans to fellow group undertakings, net of transaction costs 10,500 9,056
Amounts owed by parent company 50 50
10,550 9,106
Debtors: amounts falling due after more than one year
31 August 31 August
2018 2017
£'000 £'000
Derivative financial instruments 22,363 21,013
Loans to fellow group undertakings, net of transaction costs 493,632 495,179
515,995 516,192

The loans to fellow group companies were made on 5§ March 2013 from the proceeds of an
issuance by the company of £307,100,000 of fully amortising fixed rate senior secured notes
and £75,000,000 of fully amortising RP! index-linked senior secured notes. An additional
£149,700,000 was made on 9 December 2014 from the proceeds of issuance by the company
of fully amortising RP! index-linked senior secured notes. The proceeds of these loans enabled
these fellow group companies to refinance their previous bank facilities and associated costs.
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8. Debtors: amounts falling due after more than one year (continued)

On 5§ March 2013 the company entered Into RP1 swaps with these fellow group companies, and

the amount above reflects the fair value of these instruments at the year-end date.

These loans bear the same terms and conditions as the secured notes, see note 11.

9. Creditors: amounts falling due within one year

31 August 31 August
2018 2017
£'000 £'000
Fixed rate senior secured notes, net of transaction costs 5,646 4,448
Index linked senior secured notes, net of transaction costs 4,855 4,608
Loans from fellow group undertakings (note 13) 10,961 9,577
Accruals 11 11
21,473 18,644

10. Creditors: amounts falling due after more than one year
31 August 31 August
2018 2017
£'000 £'000
Fixed rate senior secured notes, net of transaction costs 275,869 281,514
Index linked senior secured notes, net of transaction costs 217,763 213,665
Derivative financial instruments 22,363 21,013
515,995 516,192
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11.

12,

Borrowings

This note provides informalion about the contractual terms of the Company's interest bearing
loans and borrowings. For more information about the Company's exposure to interest rate risk,
see note 13.

On 5 March 2013 the company issued £307,100,000 of fully amortising fixed rate senior secured
notes and £75,000,000 of fully amortising RPI index-linked senior secured notes, listed on the
Irish Stock Exchange. The proceeds of this issuance were on-lent on the same terms and
conditions to six fellow group companies to enable them to repay their previous bank facilities
and associated costs.

The fixed rate senior secured notes are fully amortising by 2040 and bear interest at 4.9023%, with
repayments commencing on 30 August 2013.

The index-linked senior secured notes are fully amortising by 2047 with a real interest rate of
2.7291% increasing semi-annually by RPI. The notional amount of these notes at issuance was
£75,000,000 and the principal amount repayable increases semi-annually by RPI. Repayments
are scheduled to commence in August 2038.

On the same day the company entered into derivative financial instruments, being RPI swaps
with three external counterparties. These instruments are mirrored with matching derivative
instruments to the six fellow group undertakings. This is to manage the exposure of this
company to RPI movements from loan receipts from fellow group undertakings where revenue
streams are sensitive to inflation rate risk. See note 13.

The fair values of these instruments are included within Debtors: amounts falling due after more
than in year and Creditors: amounts falling due after more than one year.

On 9 December 2014 the company issued £149,700,000 of fully amortising RP! index-linked
senior secured notes, listed on the Irish Stock Exchange, ranking pari-passu with the initial
senior notes. The proceeds of this issuance were on-lent to a sister company, UPP (Exeter)
Limited, to enable that company to refinance its senior bank facilities and some associated
costs.

These index-linked senior secured notes are fully amortising by 2049 with a real interest rate of
1.037% increasing semi-annually by RPI. The principal amounts repayable increase semi-
annually by RPI with repayments commencing in August 2015.

The senior secured notes issued are secured against the assets of the company and six related
undertakings all 100% owned by the parent company UPP Bond 1 Limited.

Called up share capital

31 August 31 August
2018 2017
£'000 £000
Issued, allotted, called up and fully paid
50,000 Ordinary shares of £1 each 50 50
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13. Financial risk management

The use of financial instruments is managed under policies and procedures approved by the
Board. These are designed to reduce the financial risks faced by the Company, which relate to
credit, interest and liquidity risks, which arise in the normal course of the Company's business.

Credit risk

Financial instruments which potentially expose the Company to credit risk consist primarily of
cash and loans receivable from fellow group undertakings. Cash is deposited only with major
financial institutions that satisfy certain credit criteria.

The company funds its financing activities through the provision of on-loan arrangements with
seven fellow group undertakings. All payments due in the year under these on-loan
arrangements were received.

Each fellow group company has an individual on-loan arrangement with the company, however
under the Common Term Agreements there is a cross collateralisation agreement in place
allowing the pooling of each of the bond participants surplus cash (after operating expenses and
relevant on-loan debt service), which can be used to support any underperforming bond

participants.

At the year-end date, the credit risk was concentrated with the seven fellow group undertakings.
The maximum exposure to credit risk is represented by the carrying amount of each financial
asset.

The loans to fellow group undertakings are aged as follows:

31 August 31 August

2018 2017

£'000 £000

Within one year 10,501 9,056
Between one and two years 11,675 10,500
Between two and five years 38,400 36,648
After more than five years 443,557 448,031
504,133 504,235

Interest rate risk

Through the issue of fixed rate loan notes the company has mitigated its exposure to interest
rate fluctuations on that portion of its borrowings. The index-linked loan notes have a real fixed
rate that is linked to RPI (see below).

Inflation rate risk

The company funds its financing activities through the provision of fixed rate on-loan
arrangements to six fellow group undertakings. The ability of the fellow group undertakings to
repay these on-loans is sensitive to inflation rate risk as these fellow group undertakings provide
student accommodation where the growth in rental income is linked to the movement in RPI.
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13.

Financial risk management (continued)
Inflation rate risk (continued)

To mitigate the risk of inflation movements impacting on the company's ability to service the
fixed rate tranche of the bond debt the company has entered into RPI swaps and then issued
onward RPI swaps to the fellow group undertakings that have entered into on-loan
arrangements with the company.

As at 31 August 2018, the Company has economically hedged this risk by carrying the following
derivatives, all initially entered into on 5 March 2013, details of which are as follows:

External hedge arrangements

- two 27 year RPI swaps with Royal Bank of Canada commencing in February 2014 and
finishing in February 2040

- a27 year RPI swap with Mitsubishi UFJ Securities International plc commencing in February
2014 and finishing in February 2040

The notional amounts swapped for each year have been determined with reference to a
percentage of the fixed rate bond servicing costs, and split equally over the hedge
counterparties. On each of these swap arrangements the hedge counterparty pays or receives
a fixed amount and the company pays or receives a floating amount.

Hedge arrangements with fellow group undertakings

- a25year RPI swap with UPP (Alcuin) Limited commencing in February 2015 and finishing
in August 2040

- a27 year RPI swap with UPP (Broadgate Park) Holdings Limited commencing in February
2015 and finishing in February 2042

- a 27 year RPI swap with UPP (Kent Student Accommodation) Limited commencing in
February 2015 and finishing in February 2042

- a 27 year RPI swap with UPP (Nottingham) Limited commencing in February 2015 and
finishing in February 2042

- a25 year RPI swap with UPP (Oxford Brookes) Limited commencing in February 2014 and
finishing in August 2039

- a27 year RPI swap with UPP (Plymouth Three) Limited commencing in February 2015 and
finishing in February 2042

The notional amounts swapped for each year have been determined with reference to a
percentage of the debt servicing costs of the fixed rate tranche of the relevant company’s on-
loan agreement with the company. On each of these swap arrangements the company pays or
receives a fixed amount and the fellow group undertaking pays or receives a floating amount.
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13.  Financial risk management (continued)
Liquidity risk

upp”
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The Company prepares annual cash flow forecasts reflecting known commitments and
anticipated payments received from its on-loan arrangements. The Company has available cash

flow from these on-loan arrangements to fund present commitments.

Terms and debt repayment schedule

Nominal interest

Currency rate (%)
Fixed rate senior secured notes £ 4,9023%
Index linked senior secured notes £ 3.0124%
Index linked senior secured notes £ 1.0859%
Loans from fellow group
undertakings £ 4.9023%

Year of
maturity

2040
2047
2049

2047

Book
Value

2018
£'000

281,515
82,803
139,815

10,961

515,004

The loans from fellow group companies are to fund a debt service reserve account that is sized
to be adequate to cover the next six months of service costs of both tranches of the senior
secured notes. This amount is reviewed every six months and increased or decreased
accordingly. Interest on these loans is paid at the rate at which the company earns interest on

the cash balances it holds.

Capital risk management

The Company maintains a debt service reserve account to cover the next six months of service
costs of both tranches of the senior secured notes. The Company manages its capital to ensure

it will be able to continue as a going concern.
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13. Financial risk management (continued)
Capital risk management (continued)
The Company's capital structure is as follows:

31 August 31 August

2018 2017

£'000 £'000

Capital contributions 6,580 6,580
Equity 50 50
6,630 6,630

Foreign currency risk

The Company operates entirely in the UK and is not exposed to any foreign currency risks.
Financial Instrument categories

The carrying amounts of financial assets and liabilities by categories shown in the statement of
financial position are as follows:

Carrying Carrying
amount amount
2018 2017
£000 £000
Financial assets
Financial assets held at amortised cost
Cash at bank and in hand 16,700 156,553
Loans to fellow group undertakings (note 7/8) 504,132 504,235
Amounts owed by parent company 50 50
Total financial assets held at amortised cost 520,882 519,838
Measured at fair value through profit and loss
Derivative financial instruments assets (note 8) 22,363 21,013
Financial liabilities
Financial liabilities measured at amortised cost:
Fixed rate senior secured noted (note 9/10) 281,515 285,962
Loans from fellow group undertakings (note 9) 10,961 9,677
Index linked senior secured notes (note 9/10) 222,618 218,273
Accruals (note 9) 11 11
Total financial liabilities measured at amortised cost: 515,105 513,823
Financial liabilities measured at fair value through profit
or loss
Derivative financial instruments liabilities (note 10) 22,363 21,013
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14.

Parent undertaking and controlling party

The company's immediate parent undertaking is UPP Bond 1 Limited, whose immediate parent
company Is UPP Bond 1 Holdings Limited. The parent company of UPP Bond 1 HoldIngs Limited
is UPP Group Limited. UPP Group Limited is a wholly owned subsidiary of UPP Group Holdings
Limited. UPP Group Holdings Limited is a wholly owned subsidiary of UPP REIT Holdings
Limited.

UPP REIT Holdings Limited is controlled by a 60% stake held by PGGM Vermogensbeheer BV
("PGGM") on behalf of its pension fund clients. PGGM is incorporated in The Netherlands.

The group of which the Company is a member and for which group accounts are prepared is
UPP Group Holdings Limited and UPP REIT Holdings Limited.

Copies of the UPP Group Holdings Limited accounts can be obtained from Companies House,
Cardiff CF14 3UZ, once they have been filed.

Copies of the UPP REIT Holdings Limited accounts can be obtained from www.upp-itd.com,
once they have been published.
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