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Infrastructure Assets and Pension Funds

» Divestment of Banks’ project finance loan portfolios is about to speed up,

“The transfer of long-term project finance loans from banks’ balance sheets to institutional investors makes perfect
sense. But getting them there, or disintermediating them, isn’t going to be easy.” (InfraNews 03 Nov 2011)

» Generally accepted that Infrastructure Assets are now a separate asset class and should form part of a balanced,
diversified Pension Fund asset allocation strategy,

“The UK desperately needs to update its infrastructure, and pension funds are looking for inflation-linked, long-term
investments. This could be win-win” (Financial Times 02 Dec 2011)

» Infrastructure is an attractive asset class, but pension funds need convincing,

“The problem is that most UK pension funds are simply too small and cannot afford the expertise needed to analyse and
research the increasingly complex world of infrastructure investments” (Financial Times 28 Nov 2011)

» The Challenge for Pension Funds is therefore
—  How to assess UK Infrastructure Assets, and
— How to manage their investments in UK Infrastructure Assets
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Re-Cap Of The Infrastructure Asset Class

Essential assets

Social - Housing
- Healthcare
- Education
Regulatory - Utilities

- Transmission

- Renewables

Economic - Roads
- Rail

- Airports & Ports

All suitable for Pension Funds if appropriately structured
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What Do We Mean By “Appropriately Structured”

» Ownership of 100% of the available cash flow

» No leverage or limited external debt

» Cashflow self sustaining

» Low complexity / technology

» Appropriate governance

» Strong operational management

» Delegated active physical asset management

g

Through a mix of equity and / or debt products

Although, a debt product is important for tax
considerations

Sufficient cash flow to sustain operating activities

Apportionment of risk sharing
Asset control / management

Through appointed Chairman, Non-Exec and
performance manager
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“Our Approach to Investing in Infrastructure Assets Appropriately”

» Robust risk framework
— Agreed ALM framework and asset allocation policy
» Sufficiently detailed investment criteria
— Decision making ability over asset selection
» Asset origination
— Diverse source of assets
» Process management
— Structured approach to due diligence and negotiations
» Appropriately structured
— 100% ownership (either single or with like minded co-investors)
— Little or no leverage

— Governance, delegated board representation and real asset management

Evolution can help investors to originate and invest in the right assets in the right way
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Traditional Access to Infrastructure Assets
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Risk Framework and Investment Criteria Considerations

Satelites

Generation

Faie »  Greenfield versus operating assets »  Political / Regulatory Risk

Airports

— Regulatory and policy

Envirommental

Defence

— Cash flow counterparty
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v Renewables »  Construction Risk changes

‘3 Storage

2 - — Construction and supply chain

- Pipelines
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S — Contractor quality — Technical challenges
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Relative risk across the pricing mechanism

Swailability Regulatory Derrand Economic Price
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Where Will Assets Come From

Evolution has strong relationships across the Infrastructure sector and can actively originate suitable investments:

» Client relationships » Industry participants
— Social housing — Construction companies
— Government — Facilities managers
— Local Authorities — Technical consultants

— Investment banks
— Advisors » Participation in auctions or funding competitions
— Other infrastructure investors / funds
» Local development opportunities requiring
» Responding to requests for financing business investment
— Investment banks
— Advisors

— Other intermediaries
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The Investment Process Requires a Structured Approach

Second

First Stage
Approval

Final
Approval

Make
Investment

Redington

Redington Redington

Redington Review Review Review

Evolution

E Indicative Due Revised Negotiation / Pricing S Asset

. i . A Documents Acquisition
Evaluation Pricing Diligence Pricing Draft terms Agreed St?'ucture Management

Origination

| 2 Initial Evaluation & Indicative Pricing > Negotiation and Price Agreement
—  Create or review financial model —  Conduct price and document negotiation and purchase terms
—  Evaluate suitability and fit with investment mandate —  Revise pricing
—  Seek first stage approval —  Seek final approval
> Due Diligence & Revised Pricing > Documentation and Set-Up
— Appoint advisors and manage due diligence process — Negotiate and finalise documentation
— Initial drafting of key terms —  Organise acquisition structure
— Seek second stage approval —  Co-ordinate investment

»  Asset Management

— Ongoing operational management of the investment
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Investment, Governance-and Management Considerations

Management of unlisted Infrastructure investments is resource intensive and requires hands on active day to day
oversight and decision making. Typically this would include all or some of the below:

» Investment Approval Process » Resource Allocation
— Where are investment decisions made — Construction project management
— What delegated authority lies with the — Appointment of technical advisors
investment manager — Operational management
— Who appoints advisors — Performance manager

— Chairman and Non Executive Directors

— Strong incumbent management

> AdVisory Boards or Investment Committee > Accommodating new investment partners
— Establish an investment process oversight — Consequences of multiple owners

board or committee for key decision making

—  Conflicts management
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Where can Evolution help

Expertise - Asset origination
- Due diligence

- Structuring

Independence - Not tied to any product
- Not a fund
Bespoke approach - Tailored portfolio

- Suitable structuring

Real asset management - Key relationships with industry experts
- Strong financial management

- Stakeholder representation
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Are Pension Funds really ready for active UK
Infrastructure investment ?
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The Evolution Team
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Notes

1 Includes PFI / PPP

2 Includes Waste Water

3 Demand based

4 Availability based

5 Includes Wind /Solar / EfW

Evolution2

1 3 SECURITIES



Disclaimer

This document is issued by Evolution Securities Ltd (ESL) (Incorporated in England No. 2316630), which is authorised and regulated in the United Kingdom by the Financial Services Authority (FSA) for designated investment business and is a
member of the London Stock Exchange.

This document is for information purposes only and should not be regarded as an offer or solicitation to buy the securities or other instruments mentioned in it. No representation or warranty, either expressed or implied, is made nor
responsibility of any kind is accepted by any Evolution Group company, its directors or employees either as to the accuracy or completeness of any information stated in this document.

ESL shall not be liable for any direct or indirect damages, including lost profits arising in any way from the information contained in this material. This material is for the use of intended recipients only and only for distribution to professional and
institutional investors, i.e. persons who are authorised persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom, or persons who have been categorised by ESL as intermediate
customers under the rules of the FSA. This document is being supplied to you solely for your information and may not be reproduced, re-distributed or passed to any other person or published in whole or in part for any purpose.

The material in this document is not intended for distribution or use outside the United Kingdom. This material is not directed at you if ESL is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to
you.
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