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Why Make Investments in Energy
and Renewables?
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Energising Local Government

e Investment Opportunities for Local
Authorities

e Benefits of Green Investments

e (Convincing the decision Makers

YOUR INTEREST 1
IS OUR BUSINESS




) RP MARTIN
Balancing the Budget
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Local Authority Investments at end of 2018 - £41.5bn

Other

9.2% (4%) Banks

329% (50%)

Public Corporations
3% (0%)

UK Government
25.55% (9%)

\_ Building Societies
3.8% (24%0)

External Funds
8.3% (9%)

MMF
18.55% (4%)

Financial Markets exposure: 62.65% (at 31/03/09: 87%)
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When people talk about cash being
king, it's not king if it just sits there
and never does anything.

— Warren Buffett —
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The Carb Clock |s Ticking
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. World Bank urges spending on ‘climate-friendly’ infrastructure ( Public Finance International 22/2/19)
. Greta Thunberg tells EU: your climate targets need doubling.
. Swede, 16, says EU cannot just ‘wait for us to grow up and become the ones in charge’

Just how ethical is ethical investment?

Supposedly environmental stock market indices used to help investors allocate hundreds of billions of pounds in
investments include some of the world’s biggest contributors to fossil fuel pollution
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House of Commons

MPs debate climate after school strike —
but only a handful turn up

Government benches mostly empty for debate inspired by
schoolchildren’s climate strike
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BE @ Your account ;. News Sport  Weather  iPlayer  Sounds  More - Search Q

NEWS

UK World Business  Politics  Tech  Science  Health  Family & Education  Entertainment & Arts ~ Stories  More -

England LocalNews Regions = Gloucestershire

Climate protesters halt Gloucestershire

County Council meeting
(© 13 February 2019 f © v [ <« Shae
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World Economic Forum
— Top 10 Risks Global Risks Report

Extreme weather - floods & storms

Failure of Climate change, mitigation & adaptation
Major Natural disasters, tsunami's & earthquakes
Massive incident of data fraud / theft

Large scale cyber attacks

Man made environmental damage

Large scale involuntary migration

Major biodiversity loss and ecosystem collapse

. Water crises

10. Asset bubble in major economy

WV ooNGOL AWM=
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Investment Options for Local
Authorities
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Policy Driven Investment

Carbon
Reduction

Renewable
Energy
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Investment Strategies

Investment Strategy must be:

« approved by Full Council at the start of each year

* published on website

* linked to Capital Strategy which states clearly whether proposed
expenditure is for operational or investment purposes

Investment Strategy must cover:
« all non-cash investments eg

« land and investment property

+ loans to 3™ parties

Investment Strategy must explain:

» Risk exposure arising from investment decisions
« How all investments are funded

* Opportunity cost of investments

« Rates of return being achieved

Source: Worth Technical Accounting Solutions
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Investment Options for Local

Authorities

" An investment strategy is a set of rules, behaviours or procedures,
designed to guide an investor's selection of an investment portfolio”

Local Authorities have different risk appetites that are influenced by a
variety of local factors. Key factors are;

Trade-off between risk and return.
Direct or pooled investment.
Equity or debt.

Significance of ratings.

Local preferences.

Template counterparty list.

YOUR INTEREST 13
IS OUR BUSINESS




) RP MARTIN

Bond [definition]

‘A bond is a fixed income instrument that represents a loan made
by an investor to a borrower. A bond could be thought of as an
I.0.U. between the lender and borrower that includes the details

of the loan and its payments’

...1t"s a loan.
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Paradox [definition]

[par-uh-doks]

- A seemingly absurd or contradictory statement or
proposition which when investigated may prove to be well
founded or true.
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"...It’s too good to be true”

In the course of showing asset backed bonds to our customers, we have continually
encountered the phrase, “It’s too good to be true”! - Surely this is an absurd
statement that will need investigating.

As our role is not to give advice, but merely present opportunity to investors (as
clearly defined by the FCA), we point you to the CIPFA Code of Practice guidance
notes. They recommend a Local Authority seek “expert advice” before investing in
any such instrument.

For unrated asset backed bonds, expert advice = due diligence

The independent due diligence process will include an investigation into how the
business makes money, examine what could possibly go wrong, check the business
can afford the dividends, verify the asset backing adequately covers the investment in
the event of default and confirm the validity of the security trustee acting on behalf of
the bondholders as the entity holding the various security interests.
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We cannot fight new wars with old
Weapons.

- Vinoba Bhave -
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Generating a return

Around 40% of the EU’s entire wind resources
are available in British waters and will produce
over 10% of UK electricity by 2020.

4 e Opportunity to co-invest with a leading
f infrastructure fund manager in offshore
V4 ) wind.
" N e Assets to be managed by a high
/ > quality industry operator.

YOUR INTEREST 18

IS OUR BUSINESS



) RP MARTIN
One man’s waste...

An operating renewable energy Anaerobic Digestion (AD) plant producing biogas
(harnessed by two CHP engines) to supply electricity to over 2,500 homes.

* Guaranteed income streams to 2033 from Government incentives (FIT/RHI).

» Highly efficient Bio-digesters operating 24 hours, 7 days a week.

« PAS110 accreditation for digestate fertiliser, promoted as a stand alone product.

* Innovative and award winning business with flexible feedstock procurement and
excellent industry contacts.
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Benefits of Green Investments?

Over to You!
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Would your Council Benefit from :

Localised regeneration of distressed housing stock public and private ?

Environmentally sound housing supply - Including additional units for temporary housing
and the under 35's?

New homes close to jobs and existing physical and social infrastructure?

More care homes assisted/living spaces to cope with demographic demand?
Usable capital receipt?
Asset backed investment yielding 8% (3-5ys)?

Carbon reduction impact - additional walking and cycling
(improved health and well-being) and encourage the use
of public transport (less traffic)?

Potential capital savings through connecting to existing
roads and utilities?

Enhancing the overall quality of the built environment -
with the impact of reducing crime through more active
frontages and passive surveillance?

Conserve rural and agricultural land and the consequential
environmental, ecological and economic benefits for future
generations?

YOUR INTEREST
IS OUR BUSINESS
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Risk Diversification
...It's not Just about avoiding losses!

e Yield Impact.

e Accounting impact (IFRS9).

e Impact on cost of carry.

e Impact on benchmark: Bank rate v Inflation v Peers.
e Impact on sector concentration.

e Impact on maturity.

e Social / Environmental / Economic impact.

e VFM - Reward for the risks you are taking.

YOUR INTEREST
IS OUR BUSINESS
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Convincing the Decision Makers

The Business Case
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Access to Green Investments?

Does your Treasury Management Strategy or Capital Programme
enable the consideration of Alternatives?

A paragraph or two included in the Non-specified section of your TMS
is required - Set investment limits and duration. Plus the additional
insertion of caveats to subject any ‘alternative’ investment to expert
due diligence and s151 approval.

An opportunity to update the TMS is available in June 2019 with
the 2018/19 Annual Review

Member training - MIFiD II FCA qualitative requirements.

With permissions, and incorporating full DD, an investment can be
settled within 2 weeks of the initial offer.

YOUR INTEREST
IS OUR BUSINESS
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Mifid II Qualitative obligations

1. Decision making 2. Experience, expertise 3. Investment history 4. Understanding risks
and Knowledge and Strategy

Does the Authority have a
framework and/or risk management
policy in place?

Are members provided with
training on investment matters?

All decisions delegated to
committee/sub committee.

Fixed interest securities.

Partial or full delegation Are members required to complete Are those involved in decision
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Why Make Investments in Energy
And Renewables?

e V\isible Local Social / Environmental /
Economic Impact.

e Reduce dependence on Fossil Fuels / Carbon
Reduction

e Fuel Poverty / Cheaper Fuel

e Improve Average Yield On Investment
Balances / Inflation Protection

e Diversify the Investment Portfolio
e VFM - Reward For The Risks You Are Taking.

YOUR INTEREST
IS OUR BUSINESS
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Disclaimer

This presentation including the information contained herein (Publication) is being issued by RP Martin as a division of BGC Brokers LP and
affiliates, which is authorised and regulated by the Financial Conduct Authority (FCA). This Publication is issued on a strictly confidential basis
and for information purposes only to a limited number of intended recipients and should not be construed as legal, tax or financial advice. It
should not be distributed, published or reproduced in whole or in part, nor should its contents be disclosed by intended recipients to any other
person nor should it be relied upon by such persons as the basis for investment in any of the product described herein. RP Martin and / or
affiliates will not be responsible to recipients for providing protections afforded to their underlying clients nor for advising them. Any valuations
contained herein are indicative only and such valuations may be subject to change without notice. Past performance is not necessarily
indicative of future results and the intended recipients of this Publication should not rely on the information contained herein as it is not a
guarantee or promise of future results and, where applicable, recipients should seek their own independent financial advice. Certain information
contained herein is based on third party sources. RP Martin and/ or affiliates do not make any representations as to the accuracy or
completeness of any valuations nor third party sources contained herein. RP Martin and/or connected persons do not accept any liability
whatsoever for any direct, indirect or consequential loss arising from any actions undertaken in reliance on or from any use of this Publication.
This Publication is provided on the basis that the recipients have such knowledge and experience in financial and business matters to be
capable of evaluating the merits and risks of any investment business and that they will undertake appropriate, independent investigation,
assessment or analysis regarding any investment. Neither the information nor any opinion herein constitutes, or is to be considered as, an offer
to buy or sell investments. This Publication is not intended for private investors within the rules of the FCA and therefore should not be
distributed to such investors. RP Martin does not provide investment advice. This Publication is subject to the copyright of RP Martin.

RD:‘." Nolan RP Martin Andrew Hinds RP Martin
FCPFA ba (hons) Level 3 Level 3
1 Snowden Street 1 Snowden Street
London London
EC24 2D0 EC2A 2D0Q
Email: Roy Nolang@Martin-Brokers com Email: Beansyi@Martin-Brokars.com
Desk: 0207 894 3605 Desk: 0207 894 5693
Martin Brokers is 3 division of BGC Brokers LP Kartin Brokess ks 3 division of EGC Brokers LP
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