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The information contained in this presentation (the “Presentation”) has been prepared to assist interested parties in making
their own evaluation of Riverside Group. This presentation is believed to be in all material respects accurate, although it has
not been independently verified by Riverside Group and does not purport to be all-inclusive. This Presentation and its
contents are strictly confidential, are intended for use by the recipient for information purposes only and may not be
reproduced in any form or further distributed to any other person or published, in whole or in part, for any purpose. Failure to
comply with this restriction may constitute a violation of applicable laws. By reading this Presentation, you agree to be bound
by the following limitations. Neither Riverside Group nor any of its representative directors, board members, officers,
managers, agents, employees or advisers makes any representations or warranty (express or implied) or accepts any
responsibility as to or in relation to the accuracy or completeness of the information in this Presentation (and no one is
authorised to do so on behalf of any of them) and (save in the case of fraud) any liability in respect of such information or any
inaccuracy therein or omission therefrom is hereby expressly disclaimed, in particular, if for reasons of commercial
confidentiality information on certain matters has not been included in this Presentation.

No representation or warranty is given as to the achievement or reasonableness of any projections, estimates, prospects or
returns contained in this Presentation or any other information. Neither Riverside Group nor any other person connected to it
shall be liable (whether in negligence or otherwise) for any direct, indirect or consequential loss or damage suffered by any
person as a result of relying on any statement in or omission from this Presentation or any other information and any such
liability is expressly disclaimed. This Presentation includes certain statements, estimates and projections prepared and
provided by the management of Riverside Group with respect to its anticipated future performance. Such statements,
estimates and projections reflect various assumptions by Riverside Group’s management concerning anticipated results and
have been included solely for illustrative purposes. No representations are made as to the accuracy of such statements,
estimates or projections or with respect to any other materials herein. Actual results may vary from the projected results
contained herein.
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About Riverside

* Responsible for portfolio of over 56,000
units

* Turnover £370m, Surplus £70m
« Undergoing transformation to deliver
our core social objectives and step up

supply to respond to the housing crisis

- Strong balance sheet with significant
headroom against loan covenants

* Driving margin
* A1 Moody’s rating following whole

sector downgrade in September 2017
— currently still one of leading two
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2017 - 18

Year of change planned

Ambition to increase supply of new housing units

> Risk aware in the current economic climate >

Internal transformation continues to improve services and reduce costs

> Constantly evolving business plan — ready to be agile and respond as required >

New strategy mix being deployed to drive margin harder

> Boost to governance and risk mitigation >

We will seek growth but not at any cost
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Governance
Inside Riverside - Planning for the future

movement in 2017; \

Joiners:
Tim Croston
Ingrid Fife

Max Steinberg (Chair)

Leavers:

Philip Raw

Philip Han

Joy Baggaley (as co-opted
member)

Jonathan Dale

New appointments:
Pauline Davis as Vice Chair

Future plans:
Susan Jee to retire in 2019

- Wl w‘mfﬂ

Peter White (Co-opted) Carol Matthews (Co-opted) Ingrid Fife

Max Steinberg remaining as

Qair until 2020 / m Riverside




Governance

Board and sub-committee structure

London Development
Committee
L ]

Pauline Davis (Chair) (3
Jenny Coombs A

Dale Meredith .

Paul Newbold
John R W Wood*

Riverside Group Governance essssssssssssssssmaa
and Remuneration Committee

Pauline Davis (Chair)
Jackie Green**
Susan Jee

Max Steinberg

Neighbourhood Services
Committee

Peter White (Chair)
Rowan Carstairs
Jackie Grannell
David Green

Mary McAndrew
Duncan McEachran
Maria Milford
Sara Naylor

Sue Powell

Patrick Rice
Darren Warneford
John R W Wood*

Scotland Committee

~ Riverside Group Treasury
Committee

»

A L

Duncan McEachran (Chair) . ..' Susan Jee (Chair)
Margaret Burgess " . Philip J Han
Gerard Darroch . ,‘. Robert Towers
Pauline Davis : * i

= . Nigel Perryman
David Green : o Devan Bala
Sue Powell : 3

»

= -

L L

] .’

R
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Board of Riverside Group

L
EEEEEEEEEEEEEEEEEEEN RiverSidEGrouPAUdit
Committee

Y

) Max Steinberg (Chair) ". Tim Croston (Chair)
Pauline Davis (Vice-Chair) . Adrian Crookes
Susan Jee (Treasurer) * Susan Jee
Jonathan C Dale .-‘ Neil Skinner
Sally E Trueman .

Tim Croston %
Carol M Matthews* (Co-opted) '-.
Peter White (Co-opted) \A
‘0
‘O
Care and Support
Committee
Anne Parker (Acting Chair retires 28 Oct 17)
Key: Ingrid Fife (Chair from 29 Oct 2017)
* Executives Richard Austin
**  Jackie Green acts as Committee lan Bennett
Chair for meetings at which Judith Crowther
non-executive remuneration is Pauline Davis
reviewed Andy Deutsch

John Glenton*
Hetal Parmar
Neill Skinner

Archdeacon Cherry Vann n
Peter White l ® ®
Riverside



Governance

Executive team

Executive team with combined experience of 171 years in\
Social Housing

Influencers of government policy; selected for proof of
concept and as pilot leaders

Sounding board to the Regulator .
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Governance
Regulation 24

Homes &
Communities

In-depth assessments Agency

The social housing regulator

Strategy The provider's strategic direction , priorities and its operating
markets

Structure The provider's structure, the interaction between the various
companies within the organisation and the activities they carry
out

Financial In-depth analysis of the provider's long term viability: financial
Resilience strength and financial management.

Risk profile Rounded assessment of the provider's understanding of the

and mitigation  significant risks facing its business and how effectively it is
managing them in the context of its risk appetite so that it can
deliver its objectives, maintain its financial position and protect
social housing assets.

IDA completed Feb to Apr 2017
Retained G1 / V1 rating
All CQC rated services are at a minimum of ‘Good’
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Strategy
2017 - 2020 Corporate Plan

'ﬂ Riverside

CORPORATE
PROFILE

« We are building

« We are connecting

* We are renewing

\_ J
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Strategy
We are building =«

Total Units Developed
W Rent PY H Rent CY
2,000 m SO PY m SO CY
Market Sales PY Market Sales CY

1,500

1,000

0
Yri Yr2 Yr3 Yr4 Yr5 Yr6 Yr7 Yr8 Yr9

Yr 10

Completions (units)

o

ﬁ The graph illustrates the stepping up in supply of the new business plan (blue\
lines) versus the previous business plan (grey lines)

*  Whilst the May 2017 business plan assumed a significant increase in market
sale properties to cross subsidise affordable units, the mix is being re-
evaluated given the change in market conditions over the past 6 months.
However, the ambition to deliver the increased unit numbers overall has not

\_ diminished )
m Riverside




Strategy

Shaping the business plan

1)y '- s . ) ) h
Ay eEtame Ambition to step up supply and build more units

across all tenure types to support the need for
more housing in the UK

Board are entering into the Plan with ‘eyes wide
open’; increased development = additional risk

N
Mitigation strategies are in place and being further
developed to manage the risk and protect
charitable assets

J
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Strategy

Shaping the business plan &

(Inﬂuencing and responding \
» Transformation
« Sales and development
 Driving margin

\-Welfare reform /

i ’9.’"—‘ possible opportunity and every step of
£ Qhe way /

ﬂ_ondon Asset Development: \

« Additional resource and governance
to mitigate risk

« Understanding the challenge of
timing, especially post Grenfell and
with current downturn in London
housing market.

« Engaging with tenants at the earliest

m Riverside
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Business Plan — A change in pace
Transformation

Progress so far
» The operating model for Social Housing and Shared Services

* New model for Retirement Living in Care & Support

« A Business Partnering model for professional services

local projects

 Deliver culture change across the business

\Update Housing system, agile working and virtual desktop

~

* A more modern approach for engaging with our customers and delivering

/

Business Process Management (BPM

m Riverside



Business Plan — A change in pace
Transformation so far — Saving 6 Ps

Raising performance

—
ﬁrst year of Transformation in Riverside delive& i l

£15m savings:

LTl
Tk |

 £6.3m from People and Pensions

(207 posts removed in the year) £ 1 5
« £2.3m from Procurement m
« £5.0m from Properties Saved in first year of Riverside

transformation programime
« £1.6m from Personal Responsibility

Last year: Pre Target
(£0.2m) from Programme Operating Model

\ (Higher proportion of non-capitalised costs)/ £1.9m

m Riverside
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Plan for the future
Six Point Plan

Rebalance tenure mix

l

. . . * 4 .
Consider existing ., .~ Consider other revenue
* « . o
tenure types and . - raising activities as
. R " ;
whether to add new . K opportunities arise or
tenures into portfolio, “‘ o are sought out; e.g.
. . . L4
including possibly sub- x‘ .: managing stock for
market or market rental ., K] others, offering repairs
units %, & service to others
- .-
Improve stock value SEEEEEEEEEEEEEEEEEES Driving Margin TSEEsEsEEEEEEEEEEES Review sales strategy
.
L4 .. .
Improve returns from < Recognition that viable “‘ Ensure that focus and
existing stock by - alternative financing %, resource is directed
enhancing investment ~ strategies need to be %, towards sales of most
in properties, reducing ..' available as an alternative to ’, lucrative opportunities,
reactive maintenance K sales in an uncertain housing %, most likely those in
. ) . . )
and embedding R market; driving margin as a , southern market with
delivery of our 5 way to cross subsidise %, better margins
proactive MOTs N ambitious growth plans is a ’,

Reduce overhead costs
per unit

Reduce costs key element to this

Continuation of our internal
Transformation Programme
to deliver costs savings in
all parts of the business;
people, processes and
procurement

Reducing overall costs per
unit by stock purchase,
complemented by the delivery
of the Target Operating Model
in improving existing overhead
costs

[- New business plan will drive margin from 25% to 30% ] m Riverside

15
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Business plan
Contribution from different business areas

350

Turnover, Total Surplus & Contribution Margin

300

250

200

150

100

Turnover and Total Surplus (Em)
v
o

o

Social Housing inc HO Care & Support

Prospect

50%

45%

Group Surplus EEEETurnover e Contribution Margin

40%
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25%

20%
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15%
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0%

The line illustrates the difference in contribution from different business areas to
central costs and overheads; our core social housing business remains the key

contributor to margin (2017 / 18 business plan)
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2017/18 Business Plan

Summary — Ambitious but not at any cost

Objectives \
Continue to satisfy charitable objectives

Continue to explore ways of managing the business prudently

Work to return to target operating margin (25%) as quickly as possible and
then push on to new objective of 30%

30 years covenant compliance

Respond to the pressure to provide more new homes /

Y VYV \7\7\7\/\7\7 \7\7\7\

Risk Mitigation \
Planned provisions in early years

De-risking the balance sheet with pension exits and self-sufficiency drive
Aware of risks of stepping up supply in current market conditions; remaining
vigilant with processes to support this

Making TRGL more agile to respond as required

Grants on their way back? Additional source of funding before needing to
utilise Riverside resources to build

Programme change — s106 developments increasing /

m Riverside



Welfare Reform

Universal Credit - Roll out

K payments to Riverside (APAS)

/Rollout of Full Service Universal Credit

« Around 10% of working age HB claimants are now on Universal Credit — just under
2,000 households out of a potential 17,000

« Based on what has happened in Halton (our main stock area that has transitioned to Full
Service), we expect this to increase to just over 8,000 tenants by September 2019 -
that’s nearly half of working age HB claimants

« Of our current UC claimants, approximately 11% have already reverted to direct

\

J

Universal Credit Claimants

=
4
F
E

@ Current APA @ Applied for APA @ No APA

1,252
tenancses) ‘ ’
of Halton ;:)

Housing’s customers are in
receipt of Universal Credit,
but owe 55% of all our arrears )

....... Average arrears have
increased by

i Halton UC st

The increase in arrears The impact of UC on
attributable to UC has our income will result in
increased by reduced investment in
our existing homes. It will
£4oo K also reduce our ability
to build new homes at a
(@) in the last year (%) time of a housing crisis

%
o
b
e
]
=
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- Our Debt Recovery and Benefit
Prior to claiming UC, £27o In Support teams have doubled in size
average arrears were over the last year to enable us to support those
Post UC, the average m customers in receipt of UC customers mpacted by the roll out of Universal
aaaaaaaa P~ are not paid within the initial Credit
The number of s'x:: ol e forc:ng
— Foodbank vouchers endure severe [— —
= issued by Halton financial YY)
e
Housing has doubled hardship ®000
over the last year
Average time on hold to J. ‘Advance Payments are i ucCis fuelling
the UC helpline is paid at an average of just personal debt,
30 mlnutes £22 per week. These have to i  food bank use,
charged at a premium rate H
of 45p per min on mobiles,
and 12p per min from

alandline

9 e e rent arrears,
i are deducted @
i froma i evictionand
i claimants first @ mental distress

n R4 Riverside
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Welfare Reform
Universal Credit — Arrears risk

Arrears Risk
Data on average arrears from Halton suggests

Increases in arrears for the first three months of a UC claim — £150
at the highest point.

After three months, we start to claim the money back however it
may take just over a year for arrears balances to return to their pre-
UC position

After this point, we start to claim back existing arrears

Financial Impact

Data shows the highest point of UC related arrears is 12 weeks into
the claim

In Riverside, we anticipate 19% convert rate (from 10% to 48% in
two years)

Financial impact (cashflow) is £3.5m at worst point calculated:

[eligible households] x [ avg rent] x [12 weeks]

17000 x 19% x £89.18 x 52 x (12 / 52) = £3.5m per annum

Arrears Change Since UC Start Date for TRG
by Length of UC Claim

£150

£100

I|I|._I
I
£100

£150

n

n

20

=
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=
L
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Welfare Reform
LHA Cap — Scrapped!

(...) I can also say today that
as part of our response to the
review, we will not apply the

LHA cap to supported housing,
indeed we will not be
iImplementing it in the wider
social rented sector. (...)

Theresa May @ PMQs
25.10.2017 12:04:38
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Welfare Reform

Rent settlement — back to the ‘good’ old days?

80

70

B Average rent - local authorty

80— m Average rent - housing association

50 = Full-time gross pay - 25th percentie

m Riverside
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Financial Performance
2017 Highlights

2013 2014 2015 2016 2017

Turnover (£'m) 291.9 303.9 326.0 365.6 370.1

Operating Costs 233.1 235.6 245.4 292.8 290.0

Operating Surplus 58.8 68.4 80.5 72.8 80.1

(before property sales)

Operating Margin 20% 23% 25% 20% 22%

Surplus for the Year 32.7 49.1 48.0 49.9 68.9
Of which: gain on FA sales 7.9 15.2 5.0 13.5 22.3

Hull PFI construction (-£12m)
Margin includes one-off pension exit fees £12.4m, and £4m impairment on BCH

Gain on FA sale enhanced by £11.6m VRTB Pilot in 2017 only.

\ Headroom on TRGL covenants — interest cover £61m and gearing £410m

/Turnover — Strong finish on development for sale (+£13m) offset by final year of \

/




How we did in 20177

/ FY Act vs Bud \ INTEREST HEADROOM INTEREST COVER
4.00 e
m 3.50 m
. 3.00 Times
TARGET = £27.2m S5
GEARING HEADROOM 2.00
OPERATING SURPLUS £4 10 e e e e e e g o o
F < s 2 7 & w 0O z o0 - 4« 3
TARGET = £368m
FACILITY AVAILABLE GEARING o
37.0% —e— Actual
36.5% "'_'_"'/.\'_'_'\._.,-
OPERATING MARGIN £ 1 69 m 36.0%
TARGET = £160m o R
MONTHS COVER 34.5%
£24.6m 34.0%
Fav 51 S 2888388388505 5
az§§§§g§$§§é
\ GROUP SURPLUS / (qolden e = 18) 2 s 2 & =

/2 ., WELFARE REFORM 2® [ UNIT HANDOVERS  (New House) UNIT SALEs\
! mmm Void Loss mmmm Bad Debt mmmm Void Repairs 12MRA”’ M Actual =——Target emmForecast
600 m— Actual e Target 400
1,500 I i £1.0m 1,500 500 439 - 309
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11000 o 11000 102 units fav
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How we did in 2017
Operations
Steady improvement in all cash leakage KPIs over the last 12 months

2.5%
2.3%
2.1%
1.9%
1.7%
1.5%

3.7%
3.5%
3.3%
3.1%

24
23
22
21
20
19

VOID STOCK% (ops + policy)

— —

Week 4 Week 8 Week 13 Week 17 Week 21 Week 26 Week 30 Week 34 Week 39 Week 43 Week 47 Week 52

ARREARS %

AN

Week 4 Week 8 Week 13 Week 17 Week 21 Week 26 Week 30 Week 34 Week 39 Week 43 Week 47 Week 52

AVERAGE RELET DAYS

Week 4 Week 8 Week 13 Week 17 Week 21 Week 26 Week 30 Week 34 Week 39 Week 43 Week 47 Week 52
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Forecast for end of 2018
Based on current year performance to date

Forecast  Budger
Financial Performance
Operating Surplus (€Em) 58.6 67.5
Operating Margin (%) 17.1% || 19.3%
Total Surplus (Em) 28.7 26.5
Risk/Covenants
Interest Headroom (£m) 29.5 26.6
Interest Cover (times) 2.0 1.9
Cash
Facility Available £m 194.7 172.6
Months Cover 28.0

Operating Surplus (EM)

80

75

70

65

60

55

50

Budget

£75.1m

- -

-
S
1
1
1
1
1
\d
£52.0m
Bad Debt Income Prospect Redundancy Wave 2 Costs Additional IT Timing Other Revised Risk/Opps
Prov'n upside Prov'n Top costs imapct of Outturn
up TOM savings
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2017 Treasury highlights

New team — upskilled to deliver
better treasury services

> New Treasury Strategy and Investment >

Policy

Early prepayment of old and expensive debt;
replaced with more agile facilities

Increased focus on cash management and cashflow
forecasting — able to make better use of resources

Better support offered to commercial subsidiaries — centralising

cash and revisiting intra-group lending facilities

Improved reporting to Treasury Committee regarding liquidity and
unencumbered stock numbers

More to follow, including improved cash management platform and
operational banking put out to tender......

m Riverside



Treasury update
Group debt profile — as at 30 September 2017

* Less than 1% of the portfolio is indexed linked; c6% is variable;
94% is fixed, some by standalone swaps as detailed below:

Counterparty Nominal value MtM Collateral
Abbey 7,000,000 (440,962) Under threshold
Credit Suisse 100,000,000 (11,189,112) Cash

Lloyds 21,388,519 (1,200,802) Under threshold
NatWest 67,000,000* (35,387) Under threshold
Relating to PFIs 35,141,125 (7,766,835) PFIl assets
Total 230,529,644 (20,633,099)

m Riverside
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Treasury update
Portfolio management (September 2017)

ﬂmmediately available liquidity totals £205m: \

- £59m cash

- £146m committed and fully secured loan facilities (excluding
retained bond of £100m and overdraft facilities of £8m)

« 28 months cover based on the latest business plan

* New RCF facilities being agreed (£190m) to extend liquidity out
further and introduces two new counterparties to spread risk:

- HSBC
- Handlesbanken

« 12,000 unencumbered units available for charging with average
EUV-SH of £37,500, capable of supporting over £560m of new

debt
m Riverside
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Treasury update
Levels of debt — business plan 2017/ 18

Despite higher overall levels of debt, debt to revenue metrics remain strong

with a generally declining profile
Debt to Revenue 30 years

= | Y Debt to revenues (x times)

------ TY Debt to revenues (x times)
3.0

2.5

n
o

=
o

Debt to Revenue (x times)
H
ol

o
o

0.0 «

AN AN AN AN N AN AN AN AN AN AN N AN AN N AN AN N AN N N AN N N N NN NS

N N N N N N N N N N N N N N N N N N N N N N N N N N N N N

FY 2013
FY 2014 |
FY 2015 |
FY 2016
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Summary
Carol Matthews

ﬁurnover £370m, Surplus\

£70m

« Stepping up supply —
ambition to deliver
substantially more units p.a.

» Transforming organisation to
be fit to deliver core
objectives in the modern
world

 But not growth at any cost
« A1 Moody’s Credit rating

and G1/ V1 rating from
QCA /

m Riverside



Questions?
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