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Overview

e We project that U.K.-based social housing provider Sovereign Network Group's (SNG)
investment in existing stock would stabilize at elevated levels toward the end of our forecast
period, following a forecast significant increase in fiscal years 2026-2027 (ending March 31).

e Inourview, higher rentalincome from the group's expanding asset base, together with the
stabilization of spends, though at high levels, would support a strengthening of S&P Global
Ratings adjusted EBITDA margins through fiscal 2028.

e Together with our expectation that debt growth would be more modest toward the end of our
base case period and the anticipated easing of U.K. interest rates, we forecast the group's
nonsales EBITDA interest cover to recover to close to 1.0x after a temporary dip in fiscal years
2026 and 2027.

o We therefore affirmed our 'A-' long-term issuer credit rating on SNG and kept the outlook
stable.

Rating Action

On Nov. 19, 2025, S&P Global Ratings affirmed its 'A-' long-term issuer credit rating on SNG. The
outlook is stable.

At the same time, we affirmed our 'A-'issue rating on Sovereign Housing Capital PLC's senior
secured bonds and the £1.5 billion senior secured and unsecured medium-term note program.
Sovereign Housing Capital is a special-purpose finance vehicle set up for the sole purpose of
issuing bonds and lending the proceeds to SNG, and we view it as a core subsidiary of SNG.

Outlook

The stable outlook reflects our view that SNG's high investments in existing and new homes is
balanced by the group's inbuilt flexibility and solid financial control which would help keep the
group's interest coverage close to 1.0x on a sustained basis.
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Downside scenario

We could lower the rating if investments in existing stock increase significantly beyond what we
currently anticipate. Pressure on the ratings could also stem from a step-up in new homes
development. We think this could lead to a materially higher debt intake than forecast, which, in
combination with lower EBITDA, could weaken SNG's credit metrics.

We could also lower the rating if we think that the likelihood of support from the U.K. government
will not extend to the group in a timely manner.

Upside scenario

We could raise the rating if management's actions to control costs and contain debt build-up
result in a structural improvement in the group's financial indicators, outpacing our base-case
expectations.

Rationale

The rating affirmation reflects our view that faster revenue growth, driven by rent increases
expected to outpace inflation, and the eventual stabilization of investment in existing stock,
although at high levels, will support EBITDA margins strengthening to above 20% after a
temporary dip in fiscal 2026.

We anticipate that growth in nonsales EBITDA, together with the group modestly scaling back
new development, which would slow the pace of debt growth toward the end of our forecast
period, will support an improvement in interest coverage to a moderate 1.0x. However, we expect
debt to be higher than we previously forecast, which, combined with a slower-than-anticipated
recovery in nonsales EBITDA, would temporarily weaken interest coverage to about 0.8x in fiscal
2026 and 2027.

SNG is a large social housing provider operating in a countercyclical sector with a relatively
supportive regulatory framework.

Enterprise profile: Underpinned by a large asset base, contained sales
risk, and management's ability to adjust costs

SNG benefits from generating most of its earnings in the predictable and countercyclical social
housing sector, supported by a solid market position and a generally cautious approach to sales
risk. We estimate that SNG's exposure to sales would be contained at less than one-third of
turnover on average over our forecast horizon. SNG owns and manages about 85,000 homes,
enabling the group to better withstand external shocks compared to smaller social housing
providers.

In our view, demand for the group's properties remains solid. SNG's average social and affordable
rents are just below 50% of the prevailing market rent in the regions in which it operates--across
London and the south of England. The strong demand for SNG’s core services is also evident in
the group's average vacancy rate of 1.4% over the past three years, which we assess at par with
the sector average in England.

We think that SNG's board and executive team possess solid experience in managing the group's
operations. The group's strategy remains focused on increasing investment in its existing stock,
and while net capital expenditure (capex) remains high, it is lower (by close to 20%) than we had
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previously assumed in the outer years of our base case. We acknowledge the group's efforts to
modestly scale back its development ambitions to help somewhat balance investment pressures.

We understand that SNG continues to maintain good flexibility on the spending side. A large part
of its development program is uncommitted, especially beyond fiscal 2027 while the planned
investment in existing stock includes provisions and higher cost contingencies to address
potential additional risks.

We assess the regulatory framework under which registered providers of social housing in
England operate as strong (see "Regulatory Framework Assessment: Strong For Social Housing
Providers In The U.K.," April 17, 2025).

Financial profile: Underpinned by our view that margins would remain
above 20% on average and interest coverage would recover after a
temporary weakening while liquidity remains solid

We expect the group's adjusted EBITDA margin to recover to above 20% following a temporary
dip in fiscal 2026. We think the group's ability to deliver cost efficiencies alongside its expanding
asset base and our expectation that rent increases will outpace inflation, would help offset the
impact of high investments in its existing portfolio. We understand that the group includes a
significant level of provisions and potential spending on its existing stock in its plans, which it
could defer to later years if needed. In our view, this financial flexibility and the management's
demonstrated ability to exercise it in previous years further underpins our expectation that
EBITDA would improve through fiscal 2028, though the recovery would be slower than previously
anticipated.

We expect the strengthening of the group's nonsales EBITDA to support an improvement in
interest coverage to close to 1.0x by the end of our forecast horizon. However, the forecast
increase in debt, driven by the need to fund the group's capital program and lower-than-
previously anticipated proceeds from fixed-asset sales, would result in relatively weaker debt
metrics as compared to our previous forecasts.

We forecast that SNG's liquidity position will remain very strong, supported by our view that SNG
will have strong access to debt capital markets. We estimate the group's liquidity sources will
cover uses by approximately 1.6x in the next 12 months. This is based on our forecast of liquidity
sources of about £1.6 billion, comprising cash from operations after adding back the noncash
cost of sales, as well as cash and undrawn available facilities, grant receipts, and proceeds from
fixed asset sales. These sources will cover liquidity uses of about £1 billion, primarily for capex,
interest, and principal repayments.

Government-related entity analysis

We think there is a moderately high likelihood that SNG would receive timely extraordinary
government support if needed. This leads us to apply a one-notch uplift to the stand-alone credit
profile to derive the issuer credit rating. Since one of the key goals of Regulator of Social
Housing's (RSH) is to maintain lender confidence and low funding costs across the sector, we
think it is likely that the RSH would step in and try and prevent a default in the sector. We base
this view on previous records of the RSH mediating mergers or arranging liquidity support from
other registered providers in cases of financial distress and think this would apply to SNG.
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Key Statistics

Sovereign Network Group--Key Statistics

--Year ended March 31--

Mil. £ 2024a 2025a 2026bc 2027bc 2028bc
Number of units owned or managed 84,790 84,977 85,918 87,339 87,585
Adjusted operating revenue 697.5 783.8 820.4 826.9 820.2
Adjusted EBITDA 168.3 179.0 154.0 168.7 201.0
Non-sales adjusted EBITDA 153.9 166.5 136.0 152.6 190.6
Capital expense 467.9 643.6 835.3 626.9 603.5
Debt 3,6231 4,056.5 44455 4,715.5  4,873.9
Interest expense 150.6 168.0 180.9 192.5 200.4
Adjusted EBITDA/Ad]justed operating revenue (%) 241 22.8 18.8 20.4 24.5
Debt/Non-sales adjusted EBITDA (x) 23.5 24.4 32.7 30.9 25.6
Non-sales adjusted EBITDA/interest coverage(x) 1.0 1.0 0.8 0.8 1.0

a--Actual. bc--Base case reflects S&P Global Ratings' expectations of the most likely scenario.

Rating Component Scores

Sovereign Network Group--Ratings Score Snapshot

Assessment
Enterprise risk profile 3
Industry risk 2
Regulatory framework 3
Market dependencies 2
Management and Governance 3
Financial risk profile 4
Financial performance 4
Debt profile 6
Liquidity 2
Stand-alone credit profile bbb+
Issuer Credit Rating A-

S&P Global Ratings bases its ratings on non-profit social housing providers on the seven main rating factors listed in the
table above. S&P Global Ratings' "Methodology For Rating Public And Nonprofit Social Housing Providers," published on
June 1, 2021, summarizes how the seven factors are combined to derive each social housing provider's stand-alone credit
profile and issuer credit rating.

Related Criteria

e General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

e (Criteria | Governments | General: Methodology For Rating Public And Nonprofit Social Housing
Providers, June 1, 2021
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e (General Criteria: Group Rating Methodology, July 1, 2019

e General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March
25,2015

e General Criteria: Methodology: Industry Risk, Nov. 19, 2013

e General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

Non-U.S. Social Housing Providers Ratings Risk Indicators: Largely Stable , Nov. 17, 2025

Non-U.S. Social Housing Providers Ratings History: October 2025, Nov. 17, 2025

United Kingdom, Oct. 13, 2025
U.K. Economic Outlook Q4 2025: Inflation And Labor Costs Are A Persistent Challenge, Sept. 23, 2025

Regulatory Framework And Systemic Support Assessments For Nonprofit Social Housing Providers, Sept. 10, 2025

European Housing Markets: Strong Demand And Weak Supply Will Keep Prices High, July 10, 2025

U.K. Social Housing Providers: Extra Development Grants Won't Improve Financial Headroom, June 26, 2025

U.K. Social Housing Borrowing 2025: Focused On Containing Debt, April 24, 2025

Regulatory Framework Assessment: Strong For Social Housing Providers In The U.K., April 17, 2025

The Autumn Budget Kicks Off A Funding Regime Revision For U.K. Public Sector Entities, Nov. 5, 2024
U.K. Social Housing Providers' Financial Capacity Shrinks On Investment Needs, Nov. 4, 2024
Cyber Risk Brief: U.K. Public Sector Is Increasingly Under Threat, Oct. 24, 2024

Ratings List

Ratings List

Ratings Affirmed

Sovereign Network Group

Issuer Credit Rating A-/Stable/--

Sovereign Housing Capital PLC

Senior Secured A-

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352. Complete ratings
information is available to RatingsDirect subscribers at www.capitalig.com. All ratings referenced herein can be found on S&P Global Ratings' public website at
www.spglobal.com/ratings.
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