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Strategic Report

Introduction
The Directors present their Strategic Report for the year ended 30t September 2023.

The Directors consider that the financial statements comply with all aspects of the Guidelines for
Disclosure and Transparency in Private Equity.

Business Model

Following the significant strategic acquisitions of Forest Holidays and UKCaravans4hire in the latter half
of the previous financial year, the Group has undertaken a re-branding exercise to bring all entities
under one common umbrella, The Forge Holiday Group, whilst retaining the individual character of each
division.

There are four main trading divisions: UK Core Cottage Agency (Sykes Cottages Group inclusive of
Sykes Cottages Ltd and trading brands listed in Subsidiaries note 20), International (Bachcare),
Specialist Operator (Forest Holidays) and Caravans (UKCaravans4Hire Ltd).

The UK Core Cottage Agency division is dedicated to providing a holiday letting agency service in the
UK and Ireland, with the international division providing a comparable agency service in New Zealand.

Through an environmentally sensitive development process, the Specialist Operator provides short-
term holiday lets of eco-cabin sites in the UK’s stunning forests, providing highly differentiated and
memorable experiences intended to connect people with each other and with nature for their mutual
wellbeing.

The Caravans division provides a caravan letting agency service in the UK.

UK Core Cottage Agency & International Division

For Cottage guests, the Group provides a booking service and access to a portfolio of quality holiday
properties, enabling the introduction of customers to our property owner business partners. The group
also provides guest support services during and after travel.

For our portfolio of Cottage owners, the Group provides marketing, booking and payment services,
alongside the provision of fully managed services when required.

From a Group Head office in Chester, combined with an international office in Auckland, and dedicated
regional teams, the business secures contracts to book and market properties across our geographical
target areas, which is the life blood of the business. Properties are strategically targeted throughout the
UK and Ireland to align to key areas of demand.

In addition to the organic property growth, the Agency divisions have a proven buy-and-build platform
having completed and integrated 18 acquisitions to date. Acquisitions are targeted to deliver synergies,
via targeting areas with lower existing stock densities to meet demand and to provide further variety to
our existing and potential customers bases. The Group’s ability to integrate acquisitions successfully
on to its platforms means owners receive access to international marketing platforms and yield
managed prices and the guests receive more choice at competitive rates.
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Business Model (Continued)

UK Core Cottage Agency & International Division (continued)

The holiday letting market is very competitive with regards to price, holiday options and stock
acquisition. To ensure the agency divisions remains competitive, the prices of holiday cottages and
other products are dynamically managed, and the Group ensures it maintains strong relationships with
its property owners.

The Agency divisions utilise its technology, digital marketing expertise and portfolio brands to deliver a
market leading proposition to both owners and customers alike. For owners, Sykes Cottages Regional
offices deliver a full-service proposition, maintaining a local presence and community ties, and for
guests it provides them with local access to a wide range of properties to suit all budgets.

The UK Core Cottage Agency (and international division) has 4 main revenue streams: booking fees,
commission, Insurance and managed services income.

Booking fees

Variable Booking fees are charged per booking to guests, increasing in increments with the property
rental, the income being recorded on the confirmation of the booking. The booking fee is charged as
the Agency divisions act as a booking agent by arranging the holiday let and providing property details
to guests.

Commission

A commission fee is charged to property owners for the sales and marketing services provided.
Commission is earned and recognised at the point of booking confirmation through arranging and
facilitating letting of holiday cottages for the property owners.

Insurance

The company acts as an appointed representative of a regulated insurance provider (Currently
Towergate, Underwritten by Ergo) and commission is earned for the sale of travel insurance and
damage protection products.

Managed Service income

Managed service income is earned mainly in New Zealand and in the regional UK brands. It provides
owners with a full in-house offering with local cleaning, maintenance and property management. For
other owners, Sykes Cottages Group leverages its outsourced network of approved suppliers to provide
services to owners independently and in a cost-effective manner.

Specialist Operator Division
Forge Holiday Group acquired the Forest Holiday Group during the prior year as it is a complimentary
business to the group.

Previously, Forest Holidays was partially owned by a partnership (FHPSH LLP) comprising the three
devolved bodies previously part of the Forestry Commission: Forestry England, Forestry & Land
Scotland and Natural Resources Wales. This long-standing relationship delivered value to the taxpayer
whilst supporting their commitment to biodiversity in, and public access to, Britain’s public forest estate,
this will continue under the Forge Holiday Group ownership. Forestry England, Forestry & Land
Scotland and Natural Resources Wales continue their relationship with Forest Holidays in the capacity
of landlord.
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Business Model (Continued)

Specialist Operator Division (continued)

For Specialist Operator guests, the Group provides high quality cabin breaks in stunning forest locations
across the UK which enables our guests to experience and reconnect with forests, each other, and rural
communities.

The specialist operator division has 2 main revenue streams: cabin rental and ancillary services.

Cabin rental
Cabin rentals are charged per booking to guests, the income is recorded on delivery of the holiday, with
Forest Holidays acting as a principal, as it provides the holiday.

Ancillary services

Ancillary services are charged to guests at the point of purchase. Forest Holidays provides in cabin
entertainment, activities and food and beverages at its sites. The income is recognised at the point the
good or service is provided.

Caravan Division

For Caravan guests, the Group provides a booking service and access to a portfolio of quality holiday
caravans, enabling the introduction of customers to our caravan owner business partners. The group
also provides guest support services during and after travel.

For our portfolio of Caravan owners, the Group provides marketing, booking and payment services.

The caravan division has 4 main revenue streams: booking fees, annual membership, commission and
insurance. Commission and insurance are new revenue streams in the year.

Booking fees

Booking fees are charged per booking to guests, the income being recorded on the confirmation of the
booking. The booking fee is charged as UKCaravans4Hire acts as a booking agent by arranging the
holiday let and providing accommodation details to guests.

Annual membership fee
Annual membership fees are charged to caravan owners and recognised evenly over the year. The
annual membership fee is charged as UKCaravans4Hire advertises the caravans on its website.

Commission

A commission fee is charged to property owners for the sales and marketing services provided.
Commission is earned and recognised at the point of booking confirmation through arranging and
facilitating letting of caravans for their owners.

Insurance

The company acts as an appointed representative of a regulated insurance provider (Currently
Towergate, Underwritten by Ergo) and commission is earned for the sale of travel insurance and
damage protection products.
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Our Business

Forge Holiday Group is a fast growing and diverse provider of self-catering holiday services in the UK
and New Zealand.

The group is bringing together four divisions with shared values and a mission to take five million people
on holiday annually by 2026.

The foundations of our group are built around our core values: Be one team, Own it, Communicate
honestly and Learn, grow & innovate.

These values represent the core of our business philosophy encouraging our employees to act ethically
and with integrity when dealing with colleagues and third parties with whom we do business.

The divisions within the group have a long history of creating memories and delivering exceptional
service. This, together with a focus on our environmental and social impact will lead the group to stand
tall and help deliver its purpose. The Forge Holiday Group wants to bring people together as a leading
holiday group to create lasting memories with a positive impact on people and planet.

As Forge Holiday Group continues to expand, it is important that everyone echoes our values, and we
ensure that our policies and procedures are followed from the outset.

Company Strategy

The core business strategy is to continue to drive organic growth in revenue in all our Group brands.
UK Core Cottage Agency, International and Caravans division organic growth is through the acquisition
of property stock with competitive, market leading propositions. The return to our owners and the group
is then maximised through technology-based yield managed pricing resulting in competitive prices for
our consumers.

The Specialist Operator divisions organic growth will continue with the valued partnerships with the
Forestry commissions, to locate and develop new and existing sites with an environmentally “forest-
centred” approach to development. In addition, private site opportunities are also being sought.

Organic growth is complemented by the strategic acquisition of smaller agencies and holiday lodge
sites. The business continuously looks to expand its reach, actively researching opportunities for
expansion into markets where we can leverage the use of our technology and expertise.

The Forge Holiday Group has consistently invested in people, product and infrastructure to create a
leading platform in the vacation rental sector, capable of driving material long term international growth.

The Forge Holiday Group strategy is transparently set out for all staff and stakeholders in its “house
model”, which provides guidance and alignment for all our stakeholders.

Page | 4
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Company Strategy (Continued)
There are various keyways which underpin the Group purpose and mission. These are:

People — Growing together and recognising success

The Forge Holiday Group acknowledges that its employees are key to the success and growth of the
business. Employees play an important role in creating and maintaining consumer platforms, generating
new products and delivering great services to both guests and property owners. The Forge Holiday
Group plans to continue to invest in its employees to ensure they are happy and engaged and provide
them with the tools to drive excellence and a culture of continuous improvement. The Forge Holiday
Group and its brands strive to be an employer of choice.

Customers — Making it easy to plan, book and enjoy your perfect holiday

The Forge Holiday Group acknowledges that customers drive our revenue, therefore we want to ensure
our guests are happy and have holidays to remember. The group invests in numerous initiatives to
facilitate efficient booking journeys through the web, app and the call centre, while also collecting and
monitoring feedback on all bookings to enable positive change.

Impact — Committed to making a positive impact for our people, community and planet

The Forge Holiday Group acknowledges that businesses should no longer just focus on creating profits
for its shareholders and property owners, but should also focus on having a positive impact on the world
around us. The Group pledged to become carbon neutral by 2050, work with at least 20 biodiversity
projects during 2023 so help to protect landscapes and local wildlife, make 100% of the team available
for 2 days volunteering each year, and take 100 disadvantaged families on holiday during 2023.

Owners — Creating more bookings with less hassle

Forge Holiday Group acknowledges for its agency divisions, that it would not have a business without
its partnerships with property owners and therefore strives to ensure owners are happy, through market
leading propositions and returns. The Forge Holiday Group aims to provide an excellent service which
will enable it to retain its highly valuable property portfolio.

The foundations to the Forge Holiday Group are underpinned by its technical platforms and operational
efficiencies. This includes a scalable multi product and regional business, built to last, with virtual
networks and workspaces on demand, controlled by a robust and efficient financial operation.

To enable Forge Holiday Group to continue to provide a superior proposition to Property owners and
guests it drives a culture of continuous improvement and provides employees with the tools to drive
excellence. To scale its operation effectively and efficiently Forge Holiday Group leverages its people,
technology and data.

Business Review
The profit and loss account is set out on page 35, showing an operating loss for the year ended 30t

September 2023 of £136,110,000 (2022: profit of £14,011,000) (inclusive of £142,503,000 (2022:
£8,126,000) of exceptionals and asset/goodwill impairment.

Page | 5



DocuSign Envelope ID: 6271A39C-3866-40A2-8C38-77463CE04F30

Registered number: RC130118

PRIESTHOLM TOPCO LTD

Strategic Report (Continued)

Business Review (Continued)

The asset/goodwill impairment totalled £141,314,000 in the year and relates to the Specialist Operator
division. The goodwill impairment is due to a combination of forecasted profits and a higher discount
rate in the year, increasing from 10.5% to 12.2%, reflecting a higher UK interest rate environment.
Despite the impairment, the division continues to generate strong levels of EBITDA for the group and
continues to grow through the addition of new sites and cabins.

The metric used by stakeholders for assessment of performance is Earnings before Interest, Tax,
Depreciation and Amortisation (EBITDA). The EBITDA before exceptional costs and asset impairments
for the year ended 30t September 2023 is £60,733,000 (2022: £62,415,000). The loss before tax is
£270,734,000 (2022: £61,950,000).

UK Core Agency Division

The UK Core Agency division has performed well in the year, with occupancy levels for departures on
or above pre Covid levels. There has been a level of normalisation in demand due to international
travel being fully open and increased cost of living concerns meaning occupancy is not reaching prior
year levels, but the fundamental business model remains strong and is consistent with pre-covid
performance levels.

International Division

The International division has traded positively in the year, despite the significant damage to the North
Island caused by the cyclone and widespread flooding in February. The adverse conditions meant travel
to certain areas of the North Island were limited, restricting properties available in those areas. However,
this was compensated by the demand for holidays in the South Island especially from international
guests, as the South Island did not experience the same extreme weather conditions.

Specialist Operator Division

The Specialist Operator Division has followed a similar trend to the UK Core Agency division, with strong
booking levels, albeit below the levels achieved during and immediately following the Covid-19
pandemic. The division, in line with the rest of the market is experiencing shorter-term booking demand,
but occupancy rates compare favourably to pre-Covid norms. During the year, the division has
successfully opened a new site in the Brecon Beacons and expanded its Keldy site by adding new
cabins. The division has begun construction on a new site in Scotland and has initiated an expansion
project in Strathyre to increase cabin capacity. Due to the inflationary pressures on utility costs, the
division has had to absorb the increases in energy costs, but sensible hedging strategies have been
undertaken, such as fixing contract prices over longer periods while also tightly controlling costs in other
areas.

Caravan Division

The Caravan division, which was a new addition to the group last year, is performing in line with
expectations and is building momentum. In the year the division has rolled out a successful commission
model similar to the UK Agency and International divisions, which will enable the division to offer a wider
variety of options to the consumer, whilst also increasing booking volumes for owners via an expanded
marketing program.
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Financial Review of the Group’s Position

On 30t September 2023, the Forge Holiday Group had cash of £73,360,000 (2022: £110,652,000) and
loans and borrowings (excluding preference shares) at fair value of £579,303,000 (2022:
£578,354,000). The reduction in cash in the year is mainly due to a continuation of the investment
strategy in the Specialist operator division, with a new development completed in the Breacon Beacons
in April 2023 and additional cabins added to its Keldy site during the year being funded with internal
cash.

Forge Holiday Group is funded through a combination of borrowing facilities via carefully selected
preferred partners, preference shares and ordinary shares.

Borrowing facilities
The key terms of the Forge Holiday Group borrowing facilities are summarised as follows:

Facility Limit Fair Value
Nominal Year of 2023 2022 2023 2022
Interest rate maturity
£000 £000 £000 £000
Ares Facility B Sonia+7.25% 2028 432,000 432,000 432,000 432,000
Ares PIK Facility  Sonia+10.75% 2029 118,000 118,000 118,000 118,000
NatWest RCF Sonia+3% 2027 30,000 30,000 29,303 28,354
580,000 580,000 579,303 578,354
Reconciliation of net debt
Facility 2022 Drawdown 2023
£000 £000 £000
Ares Facility B £432,000 - £432,000
Ares PIK Facility £118,000 - £118,000
NatWest RCF £28,354 949 £29,303

For changes in liabilities arising from financing activities refer to Note 26.

Preference shares

The Forge Holiday Group is also funded by preference shares which were issued on the 28t October
2019, Priestholm TopCo Ltd as part of the acquisition of Sykes Cottages Holdings Limited. Additional
preference shares were issued on 18 December 2019 to fund the acquisition of Potter TopCo Limited
(Pure Cottages Group) and on 27" April 2022 as management of Canopy HoldCo Limited (Forest
Holidays Group) invested in the Forge Holiday Group.

The split of preference shares are summarised as follows:

Preference Shares Type 2023 2022
£000 £000

A shares 254,290 254,290

B shares 20,829 20,829

The preference share interest is accrued monthly and rolls annually. The accrued interest outstanding
at 30t September 2023 is £137,075,000 (2022: £96,326,000).

Page | 7
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Financial Review of the Group’s Position (Continued)

Share capital

The Forge Holiday Group is also funded by Share Capital and Share Premium which totals £9,769,000
(2022: £9,769,000). The Share Capital is £53,000 (2022: £53,000) and Share Premium is £9,716,000
(2022: £9,716,000). For the split between types of shares see note 28.

Trends and Factors Affecting Future Performance

The Group envisages the following challenges and opportunities to continue into the following year:

Cost-of-living increases

During FY23 the United Kingdom and New Zealand continued to experience inflationary pressures and
increasing interest rates. Cost increases and interest rate rises impact the Forge group in a number of
ways.

Interest rates increased significantly over the first 6 months of the year as the Bank of England
attempted to curb inflation. This has resulted in an increased cost of capital for the group, but we have
executed interest rate hedging strategies to cap the rates payable to acceptable levels and retain
healthy cash reserves to facilitate strategic initiatives and developments in the short term.

Forge Holiday Group expects these challenges to remain throughout 2024, although we do not foresee
a significant effect on demand. As experienced during the Covid crisis, holidays are still seen as an
“essential” spend in the modern economy, rather than a luxury. The group also feels that the current
property portfolio offers a wide variety of holidays, at varying price levels to meet the changes in
customer behaviour and demand.

Leisure & travel competition

The leisure & travel market is highly competitive with numerous players and a variety of options.
Combined with the cost-of-living crisis, this undoubtedly brings pressure on prices. The group has a
diversified portfolio, allowing it to provide its guests with a wide variety of options. This variety, and the
groups digital technology base and dynamic pricing capabilities means that the group remains well
placed and competitive in the market to drive growth.

Agency sector competition

The agency market is highly competitive with 3 larger players in the UK market being Sykes Cottages
Group, Cottages.com and Holidaycottages.co.uk, all of which are private equity owned, with broadly
similar growth strategies. Despite this competition, research indicates that the addressable market has
significant headroom for growth, particularly for properties rented/managed by individual Owners. This
provides a clear target market for expansion in the future.

Sykes Cottages Group digital technology base, dynamic pricing capabilities and proven track record in
acquisition integration, means that the business remains well placed and competitive in the market to
drive growth. To ensure the Sykes Cottages Group remains competitive in the future, it is investigating
further growth opportunities.

Page | 8
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Trends and Factors Affecting Future Performance (Continued)

Site development

Following the acquisition by Forge Holiday Group investment last year, Forest Holidays have utilised
the expertise’s in corporate development and the wider group to assist with acceleration of site
development. This will allow Forest Holidays to support more rural communities, people and wildlife
while also providing a greater choice of areas for guests. Forest Holidays are currently developing a
new site in Glentress and are expanding the Strathyre location with adding additional cabins.

Financial Key Performance Indicators
Revenue

Definition

Revenue is predominately generated through booking fees and commission for UK Agency,
International and Caravan division, recognised when a booking is confirmed. Revenue for the Specialist
operator division is predominantly Cabin rentals recognised when the holiday takes place.

Year £000
2023 208,328
2022 170,490
2021 103,994
2020 79,999

Performance

Revenue has increased by 22% year on year, mainly due to the inclusion of a full year’s results for the
Specialist Operator and Caravan divisions in 2023. The prior year revenue was included from the point
of acquisition, being 27t April 2022 for the Specialist Operator division and 8" June 2022 for the Carvan
division. On a like for like basis, a full year’s revenue for 2022, extracted from internal management
accounts, is circa £202 million. On this basis revenue has increased by 3% in 2023, mainly relating to
the UK Core Agency division. All divisions experienced pressure on price due to the cost-of-living crisis
and also a normalisation of capacity utilisation which has trended towards pre-covid levels, partly due
the ability of customers to travel abroad for the full financial year.

Gross Profit Margin
Definition

This represents gross profit divided by revenue. It measures the Group’s underlying profitability before
administrative expenses.

Year %
2023 60
2022 68
2021 75
2020 69
Performance

The reduction in Gross Profit Margin in 2023 principally relates to increased costs driven by inflation in
costs across the group.
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Financial Key Performance Indicators (Continued)
EBITDA Margin
Definition

This represents earnings before interest, tax, depreciation, amortisation and exceptional items divided
by revenue. This is a key metric for the Group as the core profitability measure.

Year %
2023 29
2022 37
2021 34
2020 27
Performance

EBITDA margin reduced year-on-year in 2023. The main factor behind this is that 2022 and 2021 were
abnormally high, due to the Covid impact on “staycation trend”. The margin has moved towards pre-
covid norms.

As noted above, the gross margin delivery decreased in 2023 and this flows down into the EBITDA
margin. Investment in staff across the group to drive future growth, particularly in the early phase of
new ownership in the Caravan division, has reduced the operating margin year on year.

Guest and Owner satisfaction

All guests who stay at a Forest Holidays site or a cottage where the Sykes Cottages Group or Bachcare
have acted as an agent are asked to complete a Guest Satisfaction Survey, the survey covers all areas
of the guest experience, the aim being to attain a generally accepted benchmark metric of NPS (Net
promoter Score). This allows the company to compare its service levels over time and across the travel

industry.
Guest Net promotor score (NPS) 2023 2022 2021
Sykes Cottages 73.66 72.16 67.44
Forest Holidays 59 50 *
Bachcare 45 37 58**

* Canopy HoldCo Limited (Forest Holidays Group) acquired in April 2022
** Guest NPS Calculation based on previous system method. Bachcare transferred to Group booking system in June 2022.

Although NPS at an owner level is inherently statistically less reliable we do have a very strong focus
on owner performance and satisfaction.

Stock numbers

Growth in stock numbers underpins the Groups trading capability, ensuring we can provide a credible
selection of quality cottages and caravans (standard and location) across the United Kingdom, Ireland
and New Zealand.
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Non-financial Key Performance Indicators

Stock numbers (continued)
The number of Cottages, Caravans and Cabins at the current year end and previous are noted below.

2023 2022 2021
UK Core Agency 23,122 21,941 19,420
International 2,166 2,293 2,413
Specialist Operator 705 654 *
Caravans 6,928 6,142 *
Total 32,921 31,030 21,833

* Canopy HoldCo Limited (Forest Holidays Group) acquired in April 2022
** UKCaravans4Hire.Com Limited acquired in June 2022

Cottage stock levels in New Zealand have reduced over the past two years, initially due to the prolonged
covid restrictions in the region followed by disruption in the North Island caused by a cyclone that caused
significant structural damage in the North Island.

Growth levels in UK Core Cottage Agency division have returned to pre-Covid levels.

Cabins at the Specialist operator division have increased by 7.8% during the year due to the new site
in Brecon Beacons and the additional cabins at Keldy.

Employee turnover and engagement

The Forge Holiday Group values its employees and actively engages with them on a regular basis as
they are key to the Group’s growth and future success. Key measures of this are Employee Attrition
Rates and Employee response rate from our regular employee surveys. The Forge Holiday Group are
confident the views expressed in the surveys represent the work force as a whole and therefore are
used to drive follow up actions.

2023 2022 2021
Employee Attrition Rate 45.28 32.69% 30.51%
Employee response rates 77% 89% 65%

Financial Risks

The Group's activities expose it to a number of financial risks including price risk, liquidity risk, cash flow
risk, credit risk, interest rate risk, foreign currency risk and taxation risk.

Price risk

The travel industry is highly competitive and is comprised of a large number of companies specialising
in providing short-term holiday rental. Competition may reduce fee structures, which may adversely
impact profits. New competitor business models may put pressure on the Group to change existing
business models in order to remain competitive. To mitigate the risk, the prices of the Group’s products
are dynamically managed, and the Group continues to invest in R&D to ensure its technology platform
remains market leading.
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Financial Risks

Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its current and future financial obligations as
they fall due or is only able to do so at excessive cost. Therefore, the Group's cash balances and
deposits are managed to provide a balance between maximising interest rate returns and maintaining
access to working capital. We ensure our short-term deposits are flexible and accessible if required.
Working capital requirements are monitored on an ongoing basis, so the Directors do not consider there
to be a significant risk in this area.

Cash flow risk

Cash flow risk is the risk to which future cash flows fall short of expectations as a consequence of
changes in market variables. The Directors consider that the main risk concerning cash flow relates to
unexpected reductions in demand, unpaid credit balances and change in interest rates. The Group
maintains a flexible cost structure that the Directors believe would mitigate the demand risk and unpaid
credit balances and interest rate risk are constantly monitored. The group also employs a continuous
forecasting and monitoring process to manage risk and ensures the Group complies with its financial
and covenant obligations.

Credit risk
Credit risk is the possibility of default on a debt that may arise from a borrower failing to make required
payments. The Group’s principal financial assets are cash balances and deposits and Trade debtors.

The Group’s credit risk is mainly attributable to its Trade Debtors who are made up of a large number
of small customers balances. Customer finance review on a daily basis any outstanding debtors and
will chase where required. If the customer does not pay in a timely manner, then the holiday is cancelled
as full payment is required before the holiday is taken mitigating the Group’s credit risk.

The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings
assigned by credit-rating agencies.

Interest rate risk

Interest rate risk is the risk that an unexpected change in interest rates increases the Group’s cost of
borrowing significantly. Preference share interest is fixed and charged at the rate per the Articles of
Association. NatWest and Ares Management interest is currently charged at variable rates above base
rate depending on leverage. The interest rate risk is monitored regularly, and an interest rate cap has
been put in place in relation to part of the third-party debt.

Foreign currency risk

Foreign currency risk is the risk losses could be incurred on international financial transactions due to
the fluctuation in currency. The Group makes purchases and receives monies from sales denominated
in foreign currency, but the amounts involved do not generally present a significant risk. In order to
mitigate the risk of movements in foreign currency rates, the Group enters into foreign currency
derivative contracts based on the forecast for the year ahead.
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Financial Risks (Continued)

Taxation risk

Given the nature of our business with high organic growth and growth through acquisition, risks will
inevitably arise from time to time in relation to the interpretation of tax law and the nature of our
compliance arrangements.

As a group with volume-based transactions both income and cost related, the group seeks to minimise
its exposure to tax risk — the incorrect interpretation or tax treatment of transactions - through the use
of a cross functional team with representations from financial reporting and payroll working together
with our external advisors.

We will seek to identify, evaluate, manage and monitor these risks to ensure they remain in line with
the Group’s risk appetite. When there is significant uncertainty or complexity in relation to a risk, external
advice will be sought. Areas of significant or complex tax risk will be passed to the Board for approval
and ongoing review. The level of risk the group accepts in relation to UK taxation is consistent with its
objective to achieve certainty in its tax affairs.

Principal Risks and Uncertainties

The Group regularly reviews its operational risks via the maintenance of a group wide risk register,
based on the probability and impact of each risk. Risks are assessed via management and reviewed
by the internal risk committee, comprising of senior managers representing all business functions.
Where required, the business will implement changes to reduce the risk to manageable levels and to
ensure it aligns to the Directors appetite for risk.

The principal risks and uncertainties facing the company are:

Competition and Guest and Owner expectation

The Forge Holiday Group faces competition from other holiday letting agencies and holiday operators
both in the UK and NZ as well as a broad range of other holiday options. The Group’s business and
growth potential could be impacted if the quality of properties and services it provides does not meet
the guest expectations. The Group also faces competition from other holiday letting companies when
recruiting owners in the UK and NZ, as if the services and products the Group provides are not
competitive or meet owner expectations then business growth could be impacted.

Whilst we are one of the UK's leading independent holiday companies, this sector is highly fragmented,
and the Group is exposed to local competition. The Group adopts both local and national marketing and
pricing strategies to ensure it remains competitive. The Group continuously reviews service standards
to both guest and owners, with the aim of increasing retention.

Technology, Artificial Intelligence and cyber security

Like most technology-based companies, the Forge Holiday Group is exposed to security threats
whereby illegal access could be gained to our systems and ultimately to the personal data we hold. In
order to mitigate this risk, the Directors ensure that robust and reliable IT systems are utilised and
monitored, with considerable emphasis on security and safeguarding. The Group actively conducts
frequent penetration testing of its infrastructure and updates its hardware to ensure its security remains
as robust as possible against potential attack.
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Strategic Report (Continued)

Principal Risks and Uncertainties (Continued)

Technology, Artificial Intelligence and cyber security (continued)

The Forge Holiday Group relies on up-to-date hardware and software to run all areas of its business
i.e. booking system, financial systems etc. Contingency plans are in place to ensure that the impact of
any potential system failures on the day-to-day operations of the business are minimised as far as
possible.

Training on cyber security is provided internally and is mandatory for all staff.

Al presents a two-way risk to the Group. Current and potential regulations impacting Al use could
create an exposure for the Group if it chooses to use Al at scale. If Al becomes a key competitive
differentiator in the sectors in which the Group operates then underuse of Al could lead to a commercial
disadvantage for the Group. The Group is considering the use of Al in a measured way, starting with
user cases and testing out proofs of concept before scaling adoption. Policy frameworks are updated
in line with lessons learned in testing and to take into account the regulatory environment.

Regulatory environment

Forge Holiday Group is exposed to regulatory pressures primarily in the UK but also in Ireland (the EU)
and New Zealand. Continued uncertainty exists around the extent to which the UK Government will
seek to diverge from EU regulatory standards and (particularly in the area of Data Protection) this could
lead to the need for increased flexibility in technology systems and governance standards. Regulatory
expectations continue to increase in the UK with interest in the travel and leisure sector being shown
by the CMA and with continued resourcing increases at the FCA and ICO leading to a generally larger
UK regulatory sector.

The Forge Holiday Group employs an in-house legal function, data protection professionals and cyber
security experts to ensure current processes meet industry standards, and a dynamic horizon planning
approach is in place to ensure the company pro-actively approaches future potential changes.

People availability and expertise

The Forge Holiday Group faces competition, especially in the UK, to attract and retain ambitious,
motivated and experienced staff. A combination of Brexit and the effect of Covid-19 on the UK labour
market has resulted in high demand for roles in many key areas. To ensure the Forge Holiday Group
remains competitive, it constantly reviews and benchmarks remuneration levels against the rest of the
market.

Changes in macroeconomic conditions

Like most companies within the UK, the Forge Holiday Group is exposed to changes in macroeconomic
conditions caused by the political instability within the UK. This instability has led to an increase in
market volatility and as a result an increase in interest rates and reduced predictability of regulatory and
legislative matters. These changes have a direct impact on the Group’s cost of debt and could lead to
problems for people accessing credit which has a direct knock-on effect on the property market and
subsequent property values and running costs.

These changes, coupled with the increase in oil prices caused by the ongoing war in Ukraine, have
resulted in an increase in the cost of living which has a direct impact on people’s disposable income
and behaviour when booking a holiday. Despite this, holidays are still seen as an “essential” rather than
a “want” by most people, and therefore the impact on demand is not expected to be significant.
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Strategic Report (Continued)

Principal Risks and uncertainties (Continued)

Changes in macroeconomic conditions (continued)

To mitigate against the risks identified, the Forge Holiday Group employs an in-house legal function,
market experts and finance professionals to monitor the performance of the Group and any changes in
legislation. This allows the Group to react quickly to change and adapt the strategies and processes
accordingly. The group also offers a wide range of holidays at varying price levels to service any change
in behaviour and demand.

Climate change

Extreme weather events or more gradual climate alterations could cause honeypot areas in any division
to become less tourist friendly and could increase force majeure events to an unsustainable level.
Therefore, the Group monitors the standard of all properties on offer to identify any which could be at
risk. In addition, the Group is working with its stakeholders to reduce its environmental impact through
a number of initiatives centred around its B Corp membership status.

This report was approved by the board on 20t February 2024 and signed on its behalf.

Michael Steven Graham
Director
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Principal Activity

The Group’s principal activity is the provision of short-term holiday lets through its eco-cabin sites or
through its holiday letting agency and marketing service, which are located in the UK, Ireland and New
Zealand.

Results and Dividends
The loss for the year, after taxation, amounted to £237,059,000 (2022: £56,564,000).

The Directors do not recommend the payment of a dividend.

Directors
The Statutory Directors of Priestholm TopCo Ltd who served during the period were:

Graham Donoghue
Michael Steven Graham
Charles Hardwick

Ben Johnson

Board Composition

The board of Priestholm TopCo Ltd the Governing Company and Parent Company of Priestholm MidCo
Ltd consists of two Non-Executive Statutory Directors appointed following the acquisition by Vitruvian
Partners LLP and two Statutory Executive Directors.

The Forge Holiday Group board is comprised of the Priestholm TopCo Ltd statutory board members
and an additional Non-Executive Director of a group subsidiary company — Forge Holiday Group Ltd.

Graham Donoghue | Chief Executive Officer
e Graham joined the Sykes Cottages Group in 2016 as Chief Executive Officer. Graham was
appointed to the board of Priestholm TopCo Ltd on 28th October 2019 as part of the acquisition
of Sykes Cottages Holdings Limited (Sykes Cottages Group) by Vitruvian LLP. Graham has
no external appointments or directorships.

e Graham’s previous roles consist of Chief Product Officer at Moneysupermarket Group plc and
Managing Director and board roles at Moneysupermarket and TUI. This has provided Graham
with over 20 years’ experience in digital transformation, covering product innovation,
technology, general management, digital marketing and operations.
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Board Composition (Continued)

Michael Graham | Chief Financial Officer

Michael joined the Sykes Cottages Group in 2015 as Chief Financial Officer. Michael was
appointed to the board of Priestholm TopCo Ltd on 28t October 2019 as part of the acquisition
of Sykes Cottages Group by Vitruvian LLP. In addition to the Group, he currently serves as a
Non-Executive Statutory Director for Travel Counsellors.

Michael is a seasoned chartered accountant and business leader, with a strong background in
Private Equity investments and a record of consistently driving positive change and growth.
Michael’s previous roles include Managing Director at Budget Car Rental EMEA and Chief
Financial Officer of Acromas Travel.

Ben Johnson | Non-Executive Director —Partner at Vitruvian Partners

Ben is a Partner and a member of the founding team of Vitruvian Partners LLP. Ben has served
on the Board of Priestholm TopCo Ltd since 18" October 2019, following the acquisition of
Sykes Cottages Group by Vitruvian Partners LLP. In addition to the Group, he currently serves
on the boards of OAG, Travel Counsellors and Trustpilot plc.

Ben leads the Consumer Technology and Data and Analytics teams at Vitruvian. Prior to joining
Vitruvian Partners LLP in 2007, Ben was at Cinven and Goldman Sachs International. Prior
investments include Skyscanner, Trustpilot, JacTravel and Tinopolis. Ben read Philosophy,
Politics and Economics at Magdalen College, Oxford University. He is a member of the Future
Fifty, TechNation Advisory Panel.

Charles Hardwick | Non-Executive Director — Principal at Vitruvian Partners

Charles is a Managing Director at Vitruvian Partners LLP. Charles has served on the Board of
Priestholm TopCo Ltd since 28t April 2021. He also serves on the Board of MPB, Twinki and
Sciensus.

Charles focuses on the Consumer Internet and Technology sectors at Vitruvian. Prior to
Vitruvian, Charles was at UBS Investment Bank in the EMEA Technology, Media and Telecoms
Investment Banking team. Prior investments include Global-e, Skyscanner and Trustpilot. He
holds an MEng in Engineering Science from St Catherine’s College, Oxford University and an
MBA from the Wharton School of the University of Pennsylvania.

Shane Corstorphine | Non-Executive Director — Founder, Scale Up Consulting Limited

Shane has worked with high growth and scale up technology companies for more than a
decade. He is a Non-Executive Director for Simple Online Healthcare Limited and a Scale Up
Coach to a number of CEOs within high growth organisations.

Shane is a former CFO and SVP Growth for travel search technology company Skyscanner,
playing a key role in helping it scale from c.80 people to 1,500 people and an eventual sale to
Ctrip for $1.8bn in 2016. Prior to Skyscanner and Scale Up Consulting, Shane was with
Barclays and RBS Leveraged Finance. He is a Qualified Accountant (PWC) and has a Masters
in Engineering from Durham University.
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Ultimate Controlling Party

On 18" October 2019, Priestholm TopCo Ltd was incorporated and majority funded by Vitruvian
Partners LLP through its investment fund Vitruvian Investment Partnership lll. Vitruvian Partners LLP
is an international investment firm that supports the most ambitious and talented entrepreneurs and
companies to achieve their goals.

Vitruvian provide strategic guidance and value-added operational services to the Forge Holiday Group,
through a combination of monthly board meetings, strategic reviews and via Vitruvian Partners’
international network of contacts, advisors and preferred partners.

Incorporated on 10" October 2019, Priestholm BidCo Ltd was used as the vehicle to acquire 100%
share capital of Sykes Cottages Holdings Limited on 28™ October 2019, as the company’s Ultimate
Parent Company is Priestholm TopCo Ltd. The acquisition of Sykes Cottages Holdings Limited (Sykes
Cottages Group) by Priestholm BidCo Ltd resulted in the Ultimate Controlling Party changing to
Vitruvian Partners LLP from the previous private equity firm LivingBridge LLP. The Sykes Cottages
Group secured its first private equity investment from LivingBridge LLP in 2015. LivingBridge LLP
continues to retain a minority shareholding in the Group.

Under the Vitruvian ownership the Forge Holiday Group has continued on its trajectory as a fast-growing
technology-driven service business, hosting more than a million holidaymakers in 2023 and supporting
the growth of the group into other complementary markets.

Political Contributions

Neither the Company nor any of its subsidiaries made any political donations or incurred any political
expenditure during the year.

Future Developments

An indication of likely future developments in the business and particulars of significant events, which
have occurred since the end of the financial year, have been included in the Strategic Report.

Financial Instruments

Objectives and policies

The group does not use derivative financial instruments for speculative purposes. The group enters into
financial derivative contracts to mitigate financial risk and details are included above in the Strategic
Report under the relevant risk heading.

Going Concern

To conclude on going concern for the company, the Directors have considered going concern at the
group level.

The Group’s business activities, together with the factors likely to affect its future development and
position, are set out in the Strategic Report. The group closely monitors its funding position throughout
the year including monitoring continued compliance with covenants and available facilities to ensure it
has sufficient headroom to fund operations.
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Going Concern (Concerned)

Forecasts are produced at least once a quarter, to include latest known trends or environment changes,
along with any related sensitivity analysis to allow proactive management of any business risks
including liquidity risk. Using these forecasts and sensitivities management have performed severe
stress testing, which includes adjusting the key levers to the model as follows:

¢ A 20% reduction in property stock acquisition (Agency divisions)

e An average fall of 15% in booking volumes up to 31st March 2025

e A 5% reduction in average income per booking

e A 10% increase in marketing costs to acquire bookings (Agency divisions)
e A 20% increase in site operating costs (Specialist Operator division)

The Directors are confident that that they have a reasonable basis upon which to conclude that the
group is able to continue as a going concern to 315t March 2025.

The key factor supporting this is:
e With cash at the end of September of 2023 of £73,360,000 the group had sufficient liquidity
headroom at the start of 2023 for the year ahead. This has been reviewed during December
2023 and liquidity headroom remains sufficient for the period up to 31t March 2025. In addition,
Forge Holiday Group has flexible financing arrangements in place with its external lenders, to
support strategic growth.

Environmental Matters

Our approach

At Forge Holiday Group, creating lasting holiday memories whilst making a positive social and
environmental impact is at the heart of what we do. We're fully committed to improving our overall
environmental stewardship and our impact on air, climate, water, land, and biodiversity.

Each of our divisions are unique and at different stages of their business maturity and sustainability
journeys. That's why we assess the impact of each individually, allowing us to set meaningful KPIs and
wherever possible, we go beyond applicable environmental legislation and obligations. This flexible
approach ensures that the Group makes a significant positive impact on the planet.

B Corp framework and certification

In 2023, Sykes Holiday Cottages and Forest Holidays became B Corp certified. Certified B
Corporations, or B Corps, are businesses verified by B Lab to meet high standards of social and
environmental performance, transparency and accountability. The assessment evaluates companies
across five ‘impact areas’, including environment. Both businesses scored higher than the average in
both our sector and in the UK generally for overall environmental management practices.

Nature conservation is a critical component of the Forest Holidays business model and the B Corp
assessment recognised this. Achieving the highest Land and Wildlife Impact Business Model score
within the UK, B Corp acknowledged just how much of a positive impact the business makes on the
natural environment.

The B Corp framework and best practice forms the basis of our approach to building environmental
strategies and KPIs for the Group.
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Environmental Matters (Continued)

Environmental goals
Our UK-based divisions have set ambitious targets to limit their impact on and create positive change
for the planet. Each division contributes to three core environmental goals:

¢ Achieve Net Zero across our operations
e Actively contribute to a Nature Positive UK
o Educate, engage and enable all of our stakeholders to have a positive environmental impact

Greenhouse gas emissions

The Forge Holiday Group principal activity is short term holiday lets through its eco-cabin sites or
through its holiday letting agency and marketing service, which are located in the UK, Ireland and New
Zealand.

Forge Holiday Group agency divisions (UK Core Cottage Agency, International and Caravans) have a
number of local offices across the UK and New Zealand, which assist in providing managed services
to Owners. As the Group’s agency division business is primarily online, with a few retail footprints, our
carbon emissions from these divisions is relatively small.

The specialist operator within the Forge Holiday Group currently has twelve forest locations where
guests can take short holiday breaks. Forest Holidays takes a forest-centred approach to development,
design and integration which uses extremely low impact and ecological sensitive methods and
techniques.

Our GHG reporting approach

Our GHG emissions are reported in tonnes of carbon dioxide equivalent (tCO2e) for the year ending
30t September 2023 and the comparative is reported for the year ending 30t September 2022 (includes
acquisitions made in financial year 2022 from the date of acquisition).

Our approach to reporting is based on the GHG Protocol Corporate Accounting and Reporting
Standard. In line with the guidance on SECR, we have included the energy consumption and emissions
from lease facilities we operate from but are outside our financial control.

We have calculated our Scope 1 and 2 greenhouse gas emissions in accordance with the reporting
requirements set out in Companies Act 2006 (Strategic Report and Director’s Reports) Regulation 2013.

We have used the latest Defra emissions factors and our gross emissions total in the table applies the
‘location based’ accounting methodology for grid electricity emissions.

We have chosen the intensity measure in tCO2e per full time equivalent employee as our activity is
predominately office based.

Forge Holiday Groups emissions have increased year on year due to the growth through acquisitions,
especially Forest Holidays. Forest Holidays is a principal holiday provider who is primarily responsible
for heating, lighting and power of its eco-cabins and Forest locations. The diversification into providing
eco-cabin holidays has fundamentally changed the groups energy usage. All divisions within the Forge
Holiday Group are dedicated to reducing carbon emissions.
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Environmental Matters (Continued)

Our GHG reporting approach (continued)

Forge Holiday Group UK Energy Consumption and associated greenhouse gas emissions

Consumption Unit 2023 2022

Total energy consumption (electricity) kWh 13,536,094 11,912,358

Total energy consumption (gas) kWh 8,352,953 8,119,074

Total vehicle fuel consumption kWh 2,271,892 1,476,176

Total other heating oil consumption kWh 83,047 69,177

Total biomass consumption kWh 1,069,533 724,999

Emissions Unit 2023 2022
Electricity consumption Tonnes CO2e 2,803 2,304
Gas consumption Tonnes CO2e 1,535 1,538
Vehicle fuel consumption Tonnes CO2e 582 345
Total other heating oil consumption Tonnes CO2e 21 17
Total biomass consumption Tonnes CO2e 10 7
Total sewage sludge emissions Tonnes CO2e 11 8
Relative intensity by full time equivalent (FTE)* Tonnes CO2e 3.15 2.91

*Full time equivalent calculation assumes Part time employees are 0.5 FTE.

Forge Holiday Group has provided an energy consumption and associated greenhouse gas emissions
analysis for the UK Core Cottage Agency and Specialist Operator divisions to provides a more

meaningful year on year comparison.

Forest Holidays Energy Consumption and associated greenhouse gas emissions

Consumption Unit 2023 2022

Total energy consumption (electricity) kWh 12,746,072 11,197,784

Total energy consumption (natural gas & | kWh 7,743,474 7 559,845

gaseous fuels)

Total vehicle fuel consumption kWh 713,602 158,814

Total other heating oil consumption kWh 23,878 17,562

Total biomass consumption kWh 1,069,533 724,999

Emissions Unit 2023 2022
Total energy consumption (electricity — Location based) | Tonnes COze 2,639.4 2,165.4
Total energy consumption (natural gas & gaseous fuels) | Tonnes COze 1,423.3 1,435.5
Total vehicle fuel consumption Tonnes COze 171.0 38.5
Total other heating oil consumption Tonnes CO2e 5.9 4.6
Total biomass consumption Tonnes COze 10.4 7.0
Total sewage sludge emissions Tonnes CO2e 11.0 8.0
Relative intensity by full time equivalent (FTE)* Tonnes CO2e/FTE 6.89 6.41

Forest Holidays’ 2023 Scope 1 and Scope 2 footprint has increased compared to 2022. This is due to
a combination of increases in electricity consumption as a new site at Garwnant opened, and the 7%
increase in the electricity emission factor for 2023 (provided in the UK Government GHG Conversion
Factors for Company Reporting) due to an increase in natural gas use in electricity generation and a
decrease in renewable generation.
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Environmental Matters (Continued)

Our GHG reporting approach (continued)

Forest Holidays Energy Consumption and associated greenhouse gas emissions

Forest Holidays has completed a series of initiatives over the last two years to drive a focus on

environmental sustainability, including:

1. Developing a long-term environmental strategy, overseen by the CEO

2. Establishing an Environmental Strategy Group, lead by the Director of Sustainable Growth

3. Setting Net Zero targets covering all three scopes, aligned to the requirements of the Science
Based Targets initiative, and extending the measurement of Scope 3 impacts to include
purchased goods and services, and construction impacts

4. Delivering detailed workstream targets and plans covering carbon, water, waste, and

biodiversity

UK Core Cottage Agency Energy Consumption and associated greenhouse gas emissions

Consumption Unit 2023 2022
Total energy consumption (electricity) kWh 790,022 714,574
Total energy consumption (gas) kWh 609,479 559,229
Total vehicle fuel consumption kWh 1,558,290 1,317,362
Total other heating oil consumption 59,169 51,615
Total biomass consumption - -
Emissions Unit 2023 2022
Electricity consumption Tonnes CO2e 164 138
Gas consumption Tonnes CO2e 112 102
Vehicle fuel consumption Tonnes CO2e 411 307
Total other heating oil consumption Tonnes CO2e 15 13
Total biomass consumption Tonnes CO2e - -
Total sewage sludge emissions Tonnes CO2e - -
Relative intensity by full time equivalent (FTE)* | Tonnes CO2e 0.73 0.64

The energy consumption of the UK Core Cottage Agency has increased partly due to the inclusion of a
full year’s results in 2023 for agency acquisitions made in 2022, along with an increase in vehicle fuel
consumption, due to the normalisation of property visits in the post covid environment.

As with the Specialist Operator division the 7% increase in the electricity emission factor for 2023
(provided in the UK Government GHG Conversion Factors for Company Reporting) due to an increase
in natural gas use in electricity generation and a decrease in renewable generation, has also impacted
the year on year emissions.

Despite this, the relative intensity ratio has reduced year on year aligning with the groups strategic goal
to reduce carbon emissions.
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Environmental Matters (Continued)

Supporting biodiversity in the UK and overseas

The Group is committed to protecting and enhancing our natural environment and landscapes. We
support regional habitat protection projects across the country through funding and volunteering,
including work with Wildlife Trusts and a number of community projects to restore and protect habitats.

Forest Holidays are also stewards of 244.5 hectares of the nation’s forests. We lease the land our
locations occupy from Forestry England, Forestry and Land Scotland and Natural Resources Wales.
We’re a trusted partner to manage the land for conservation and create lasting holiday memories for
all. We also support the Global Goals for Nature by continuing to commit to nature positive growth and
to become Nature Net Positive at all cabin locations by 2025.

Employee Matters

Our employees are woven into our purpose, mission, and everything we do. Therefore, our commitment
to the employee experience and ensuring we attract and retain the very best talent can be seen
throughout our employee journey; from recruitment to development and engagement. We believe that
a positive employee experience directly influences the customer, guest and owner experience and
makes our people intrinsic to business success.

Below we have set out how our People Journey ensures we recruit the most qualified employees,
regardless of age, sex, race or disability, and how we develop, engage an
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