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Southern Housing Group is a U.K.-headquartered not-for-profit housing association
established in 1901. It is one of the largest housing associations in the South East of England
and provides housing services to around 77,000 residents through over 30,000 homes across
80 local authorities. The range of housing options provided include traditional social housing,
shared ownership, rental (both affordable and private market), and outright sales.
In our view, Southern Housing Group’s sustainable finance framework, published in September
2021, is aligned with:

✔

Social Bond Principles, ICMA, 2021

✔

Social Loan Principles, LMA/LSTA/APLMA, 2021

✔

Green Bond Principles, ICMA, 2021

✔

Green Loan Principles, LMA/LSTA/APLMA, 2021

✔

Sustainability Bond Guidelines, ICMA, 2021
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Issuer’s Sustainability Objectives
Southern Housing Group created its sustainable finance framework to fund eligible projects that
will help it meet its sustainability objectives. The group’s broad range of sustainability objectives
encompass providing affordable housing while reducing the environmental impact by increasing
energy efficiency and reducing running costs for customers. To achieve this, and in line with its
2021-2024 corporate plan, Southern Housing Group aims to develop new affordable and
sustainable housing and care rooms, as well as renovate existing homes and business operations,
with low-carbon and energy efficiency certifications.
The group's first environmental sustainability strategy ran from 2017 to 2020, with the aim of
improving its environmental performance. This strategy is currently being enhanced to consider
both social and environmental aspects of climate change. The updated strategy and associated
targets are expected to be published in the first half of 2022. In addition, the group's Southern 360
strategies focus on enhancing the social impact and also consider how community and customer
wellbeing can be improved, for example through financial advice, IT literacy, and employment
readiness.
Furthermore, Southern Housing Group launched its sustainable workplaces strategy in 2017,
under which it commits to improving its operating footprint, with a target of reducing carbon
emissions 20% by 2025 and making all services carbon neutral by 2050. Along with this target, the
group has also set targets to improve its operational recycling rates and water use by 2025.

spglobal.com/ratings

This product is not a credit rating

Sept. 27, 2021

1

Second Party Opinion

Second Party Opinion Summary
Use of proceeds
Alignment

✔

Score

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Satisfactory

Strong

Advanced

Southern Housing Group commits to using the net proceeds of the debt instruments issued under its sustainable finance
framework to exclusively finance/refinance eligible green and social projects that fit within the eligible project categories it has
identified, including affordable housing, access to essential services, employment generation, and green buildings. The group has
also identified the high-level benefits of eligible social and the environmental projects.

Process for project selection and evaluation
Alignment

✔

Score

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Satisfactory

Strong

Advanced

Southern Housing Group clearly outlines the process and criteria to select eligible green and social projects. A dedicated
sustainable finance group, comprising senior representatives from across divisions, is responsible for approving eligible projects
in the context of Southern Housing Group’s various environmental and social strategies. This dedicated team will also consider
projects' compliance with the group's internal policies and standards, which are designed to manage perceived associated social
and environmental risks.

Management of proceeds
Alignment

✔

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Southern Housing Group commits to tracking funds allocated to eligible green and social projects on an annual basis until
issuance proceeds have been fully allocated. Furthermore, the group has in place external verification of the tracking, which is to
be facilitated by an external auditor. Unallocated proceeds will be invested in deposits, money market funds, and similar products,
giving priority to ESG-aligned products where possible.

Reporting
Alignment

✔

Score

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Satisfactory

Strong

Advanced

Southern Housing Group commits to disclosing the allocation of funds across eligible projects on an annual basis through its
allocation report, which will be subject to independent third-party review and made publicly available on the group’s website. It
will also provide selected environmental and social key performance indicators, which will be audited, and where possible also
disclose the methodologies used to calculate these performance measures.
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Framework Alignment Assessment
Use of proceeds
The Principles make optional recommendations for stronger structuring practices, which inform our commitments opinion as
satisfactory, strong, or advanced. For use of proceeds, we consider the commitments and clarity on how the proceeds are used.

✔

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Commitments score

Strong

Satisfactory

Advanced

We consider Southern Housing Group’s overall use of proceeds commitments to be strong.
Southern Housing Group has committed to allocating the net proceeds of any bonds and loans
issued under its framework exclusively to fund projects addressing various social and
environmental issues. This includes the construction and acquisition of new affordable
sustainable homes, supported and sheltered housing for the elderly, and refinancing green
refurbishments of existing housing units and care rooms. Projects also include various social
programs aimed at advancing employment and education opportunities for social housing
tenants. We believe all eligible projects listed in the sustainable finance framework will contribute
to sustainability objectives and are in line with the relevant categories of the Principles.
A strength of the framework is that the group has identified the social and environmental benefits
of projects, including providing affordable and safe housing, with increased energy efficiency for
the target population, disadvantaged individuals, and families. The framework also specifies a
refinancing look-back period of 36 months and commits Southern Housing Group to disclosing the
amount of proceeds used for financing versus refinancing. We regard as positive that the
framework links each eligible project category to Southern Housing Group’s corporate strategy.

Process for project selection and evaluation
The Principles make optional recommendations for stronger structuring practices, which inform our commitments opinion as
satisfactory, strong, or advanced. For our process for project selection and evaluation, we consider the commitments and clarity
on the process used to evaluate and select eligible projects to fund with the proceeds of the sustainable finance instrument.

✔

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Commitments score

Satisfactory

Strong

Advanced

We consider Southern Housing Group’s overall process for project selection and evaluation
commitments to be satisfactory.
Southern Housing Group’s framework clearly outlines the selection process and criteria to select
eligible green and social projects. All projects will comply with applicable environmental and
social laws and regulations, and are also aligned with the group's internal policies and standards,
which aim to manage and mitigate environmental, social, and governance risks.
The sustainable finance framework also highlights the creation of a dedicated sustainable finance
group (SF Group), which will consider the eligibility of assets and projects in the context of
Southern Housing Group’s various strategies. These include its strategies on development, asset
management, environmental sustainability and net zero carbon emissions, as well as its Southern
360 strategy. The SF Group comprises senior executives from across divisional departments, as
well as representation and sustainability teams, which make up the ESG Working Group.
The identification of internal bodies responsible for the selection process is, in our view, a strength
of the framework. However, although the framework defines standards for energy-efficient
housing, such as energy efficiency certificates, the definitions used to identify social aspects of
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projects are less clear. Despite this, while not defined in the framework, Southern Housing Group
defers to the affordable housing regulatory framework for identifying the target populations for
the social aspect of projects.

Management of proceeds
The Principles require disclosure of the issuer’s management of proceeds from sustainable finance over the life of the funding.
The alignment opinion focuses on how clear in the documentation is the issuer’s commitment to ensure that the funds raised will
remain dedicated to eligible sustainability projects throughout the life of the sustainable finance funding.

✔

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Southern Housing Group commits to tracking funds allocated to eligible green and social projects
until the issuance proceeds have been fully allocated. Additionally, we view favorably that the
group has in place external verification of the tracking, which is to be facilitated by an external
auditor and provided in the allocation report. Furthermore, if assets are no longer considered
eligible projects, they will be removed from the portfolio and replaced as soon as is reasonably
practical, but within one year.
Southern Housing Group is permitted to use any unallocated funds for transactions, in line with its
treasury policy. This includes investment in deposits, money market funds and other similar
products, giving priority to ESG-aligned products where possible.

Reporting
The Principles make optional recommendations for stronger disclosure practices, which inform our disclosure opinion as
satisfactory, strong, or advanced. We consider plans for updates on the sustainability performance of the issuer for general
purpose funding, or the sustainability performance of the financed projects over the lifetime of any dedicated funding, including
any commitments to post-issuance reporting.

✔

Southern Housing Group’s sustainable finance framework is aligned with this component of the Principles.

Disclosure score

Satisfactory

Strong

Advanced

We consider Southern Housing Group’s overall reporting practices to be satisfactory.
Southern Housing Group has committed to reporting annually on the allocation of proceeds until
all have been fully allocated. Allocation reporting will include, but is not limited to, the total
amount of proceeds allocated to each eligible project, the share of financing versus refinancing of
new and existing projects, and information on how unallocated proceeds are being managed. We
view as positive that the group is committed to having an independent third party verify its
allocation reporting after issuance.
A strong feature of the framework, in our view, is the group’s commitment to reporting selected
environmental and social key performance indicators as part of its impact report, which will be
externally reviewed. In addition, we believe the key performance indicators that will be disclosed
for environmental projects demonstrate the projects’ actual impact, for example the reduction of
carbon emissions from new homes versus existing homes. However, performance indicators used
to measure the actual impact of social projects could be more advanced, in our view. Furthermore,
the group has not provided information on the expected impact of its projects.
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Mapping To The U.N.'s Sustainable Development Goals
The Sustainable Development Goals (SDGs), which the United Nations (U.N.) set up in 2015, form
an agenda for achieving sustainable development by 2030.
We use the International Capital Market Association's (ICMA's) SDG mapping for this part of the
report. We acknowledge that ICMA’s mapping does not provide an exhaustive list of SDGs and that
ICMA recommends each project category be reviewed individually to map it to the relevant SDGs.
Southern Housing Group’s framework intends to contribute to the following SDGs:

Use of proceeds

SDGs

Affordable housing

*1. No poverty

*11. Sustainable
cities and
communities

*3. Good health
and well-being

11. Sustainable
cities and
communities

*1. No poverty

3. Good health
and well-being

Access to essential services

Socioeconomic advancement
and empowerment

*4. Quality
education

*8. Decent work
and economic
growth

Green buildings

7. Affordable and
clean energy

*The eligible project categories link to these SDGs in the ICMA mapping.
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Sustainable
Financing Opinions product (Product). S&P may also receive compensation for rating the transactions covered by the Product or for
rating the issuer of the transactions covered by the Product. The purchaser of the Product may be the issuer.
The Product is not a credit rating, and does not consider credit quality or factor into our credit ratings. The Product does not consider,
state or imply the likelihood of completion of any projects covered by a given financing, or the completion of a proposed financing. The
Product encompasses Second Party Opinions and Transaction Evaluations. Second Party Opinions consider features of a financing
transaction and/or financing framework and provide an opinion regarding alignment with certain third-party published sustainable
finance principles and guidelines (“Principles”). For a list of the Principles addressed by our Second Party Opinions, see the Analytical
Approach and Analytical Supplement, available at www.spglobal.com.Transaction Evaluations provide an opinion which reflects our
assessment of the potential relative environmental benefit of the funded or resilience projects. The Product is a statement of opinion
and is neither a verification nor a certification. The Product is a point in time evaluation reflecting the information provided to us at the
time that the Product was created and published, and is not surveilled. The Product is not a research report and is not intended as
such.
S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the
Product are not investment advice, recommendations regarding credit decisions, recommendations to purchase, hold, or sell any
securities or to make any investment decisions, an offer to buy or sell or the solicitation of an offer to buy or sell any security,
endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the Product, or
independent verification of any information relied upon in the credit rating process. The Product and any associated presentations do
not take into account any user’s financial objectives, financial situation, needs or means, and should not be relied upon by users for
making any investment decisions. The output of the Product is not a substitute for a user’s independent judgment and expertise. The
output of the Product is not professional financial, tax or legal advice, and users should obtain independent, professional advice as it
is determined necessary by users.
While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of
due diligence or independent verification of any information it receives.
S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do
not guarantee the accuracy, completeness, timeliness or availability of the Product. S&P Parties are not responsible for any errors or
omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in the Product, or for the security or
maintenance of any information transmitted via the Internet, or for the accuracy of the information in the Product. The Product is
provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT
LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P
Parties have no responsibility to maintain or update the Product or to supply any corrections, updates or releases in connection
therewith. S&P Parties have no liability for the accuracy, timeliness, reliability, performance, continued availability, completeness or
delays, omissions, or interruptions in the delivery of the Product.
To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs or losses caused by negligence, loss of data, cost of substitute materials, cost of capital,
or claims of any third party) in connection with any use of the Product even if advised of the possibility of such damages.
S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units separate
from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units
of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of certain nonpublic information received in connection with each analytical process.
For PRC only: Any “Sustainable Financing Opinions” or “assessment” assigned by S&P Global Ratings: (a) does not constitute a credit
rating, rating, sustainable financing framework verification, certification or evaluation as required under any relevant PRC laws or
regulations, and (b) is not intended for use within the PRC for any purpose which is not permitted under relevant PRC laws or
regulations. For the purpose of this section, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong,
Macau and Taiwan.
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