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Transformational deal

Sector Renewable
infrastructure

Bluefield Solar Income Fund (BSIF)’'s ambition to expand beyond its
narrow focus on solar looks to be close to fruition, with the Ticker BSIF LN
announcementof a deal to buy a portfolio of 109 wind turbines, located Base currency GBP
across the UK. This is the first in a series of transactions aimed at Price 121.4p
diversifying BSIF’s assetbase. The targetis to have 25% of its portfolio NAV 113.1p
in assets other than solar within 18 months. Premiumy/(discount) 7.3%
BSIF’s debt facilities are almost fully utilised. To finance the deal, BSIF Yield 6.6%
is turning to investors and has published a prospectus in connection Note 1) Morningstar estimate. Last published NAV
with an initial placing, open offer, offer for subscription, and a onizle VB et i G el 221

subsequent placing programme. In the first instance, BSIF hopes to
raise gross proceeds of up to £150m by issuing up to about 127.1m
shares at 118p. If shareholders approve, this and subsequent issues
could more than doublethe equity base of the company. The managers
have identified a substantial pipeline of potential acquisitions, and BSIF Time period 30/06/2016 to 30/06/2021
should have a more diversified base of assets, technologies and

Share price and discount

150 25
revenue streams a couple of years from now. 15
130
. 5
Evolving beyond large-scale UK solar assets 110
(5)
BSIF aims to pay shareholders an attractive return, principally in 902016 2017 2018 2019 2020 2021(15)
the form of regular sector-leading income distributions.
Historically, this has been achieved by investing in a portfolio of — Price (LHS) Discount (RHS)
large-scale UK-based solar-energy infrastructure assets. BSIF
can now augment its solar portfolio with minority investments in Source: Morningstar, Marten & Co

otherrenewable technologies and energy storage assets.
Performance over five years

12m ended Share NAV Earnings Dividend  Target Time period 30/06/2016 to 30/06/2021
price TR total per declared dividend
return share 200
(%) (%) (pence) (pence) (pence) )
170
30/06/16 2.6 3.0 7.6 7.25 7.07 MW
(2.6) 140 =
30/06/17 235 19.2 8.3 7.25 7.18 et
10 _pee
30/06/18 1.4 8.8 9.7 7.43 7.43 80
30/06/19 19.9 5.4 11.0 8.31 7.68 2016 2017 2018 2019 2020 2021
30/06/20 5.1 12.8 12.0 7.90 7.90 ———Price (TR) —— NAV (TR)
31/12/20* 2.0* 1.9* 4.6* 4.00* 8.00**

Source: Morningstar, Marten & Co *interim results period. For total NAV and share price Source: Momingstar, Marten & Co

returns, returns are over six months to 31 December 2020. **FY21 target

NB: Marten & Co was paid to produce this note on Bluefield Solar Income Fund Limited and it is forinformation purposes only. Itis not intended to encourage the reader
to deal in the security or securities mentioned in this report. Please read the important information at the back of this note. QuotedDatais a trading name of Marten & Co
Limited which is authorised and regulated by the FCA. Marten & Co is not permitted to provide investment advice to individual investors categorised as Retail Clients under
the rules of the Financia Conduct Authority.
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Bluefield SolarIncome Fund

Executing on its diversification plan

As Figure 1 shows, there was a significant slowing of the expansion of BSIF’s
portfolio over the period from 2017-2019, reflecting the manager’s belief that a
dearth of new projects was contributing to price inflation for solar assets.

Figure1: BSIF capacity growth since listing
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Since shareholders approved BSIF’s revised investment objective last July, the
managers have addedfurther solar PV assets.

Now BSIF has announced its intention to acquire a portfolio of 109 wind turbines.
This is the first step in a strategic plan to diversify BSIF’s portfolio away from 100%
solar.

Figure 2: Average daily sunshine hours and wind speed over
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Wind expert Baiju Devani
joined the investment adviser
in July 2020

As discussed in our last note, in the UK, weather patterns mean that wind assets
complementsolar. In addition, the regulated revenues attachedto such assets lower
the overall portfolio’s exposure to power prices.

We also noted that in July 2020, Bluefield Partners recruited Baiju Devani, an
experienced wind professional, to take the lead as the investment director
overseeing wind acquisitions.

The proposed acquisition

BSIF has entered into a conditional sale and purchase agreementto acquire a
portfolio of 109 small-scale onshore wind turbines located across the UK with a
generating capacity of 12.59MW. The aggregate consideration is approximately
£60m (including working capital) and the vendoris Arena Capital Partners Limited.
The deal is conditional upon BSIF securing the necessary financing to complete the
acquisition (see page 6).

Figure 3: The Arena Capital portfolio
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Figure 3 shows the geographic distribution of the Arena Capital portfolio. The 109
UK onshore wind turbines are distributed as follows: England (62), Northern Ireland
(29), Scotland (11) and Wales (7). The geographic diversification helps improve the
average generation for the portfolio (there is less exposure to localised variations in
wind speeds).

Figure 3 also highlights the manufacturers of the turbines. Endurance, which made
the majority of these, was a Canadian manufacturer of wind turbines that wentout
of business in 2016. Bluefield has reassured analysts that spare parts are readily
available forthese turbines.
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Small-scale wind turbines have not been targeted by BSIF’s listed peers, and the
managers feel that this has helped BSIF secure a deal to buy these assets at an
attractive price.

The in-house expertise that Bluefield has assembled ahead of this deal gives the
manager comfort that it is well-placed to optimise the revenue from this portfolio.
Two O&M contractors — Earthwill and Wind Energy Partnerships — will handle that
aspect. However, the asset managementfunction will move in-house.

The adviser says that the attraction of the deal is heightened by the opportunity o
re-power 17 of the Northern Irish windturbines in the portfolio, replacing the existing
kit with largerand more efficientturbines from EWT. This requires the company o
secure the necessary planning, regulatory and construction consents. Consents
have already been received in respect of five of the wind turbines, and two EWT
turbines have already been erected. In the eventthat all 17 turbines were to be re-
powered, the generating capacity of the portfolio is expected to increase by
approximately 40% (28.9MWh to 41.8MWh). Re-powering all 17 turbines would cost
about £35m. As such, the total potential investmentin this wind portfolio could
increase to approximately £95m.

One benefit of the deal is that around 92% of the revenue derived from these
turbines comes from subsidies. The projects within England, Scotland and Wales
are all FIT-accredited, whilstthose in Northern Ireland have been accredited under
its Renewable Obligation Scheme with a tariff of four Renewable Obligation
Certificates (ROC)s. The projects benefit from subsidies for 20 years from
accreditation, and so last until 2034—2037.

The remainder ofthe income is derived from power sales, sold under 15-year power
purchase agreements with Power NI that have optionality of either receiving a
floating or fixed price for power.

Figure 4: Revenue splitposttransaction Figure 5: Technology split posttransaction
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The proportion of power generated by the wind portfolio should be higherthan the
capacity figure suggests —closerto 5%, according to the manager. This reflects the
differencein average generation per unitof capacity between wind and solar.
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Financing this and future deals

The Arena Capital portfolio is debt-free and has price tag of £65m. BSIF’s revolving
creditfacility is currently £90m drawn, versus a maximum of £100m, and BSIF has
gearing close to 80% with an LTV of about 45%. This givesit limited headroom o
expand its borrowings at present. Consequently, the acquisition ofthe Arena Capital
portfolio is conditional on BSIF raising additional equity finance.

On 29 June 2021, BSIF published a prospectus in connection with a proposed
fundraise. Subject to shareholder approval, the directors would have the power to
issue up to 500m new ordinary shares. If approved, this power is set to expire on
28 June 2022.

In the firstinstance, BSIF plansto issue up to 127,118,644 new ordinary shares via
aninitial placing, open offer and offer for subscription. Approximately 81.4m shares
would be reserved for existing shareholders under the open offer. These
shareholders would be entitled to subscribe for one new share for every five shares
that they already hold. The balance of the new shares available will be allocated o
the initial placing, offer for subscription, and/or an excess application facility.

The issue price for the current fundraising round has been setat 118p. This is a
premium of approximately 8.1% to the last published NAV (as at 31 March 2021,
less the paymentof the second interim dividend of 2.0p paid to shareholders on the
registeras at 14 May 2021, and the expected third interim dividend of 2.0p)and a
discountof approximately 3.3% to the closing share price on 25 June 2021.

Any new sharesissued at this time will not be entitled to the third quarterly interim
dividend of 2p.

Subsequentissues under the placing programme would be carried out at a price
that represents a premium to netasset value.

Figure 6: Expected timetable (extract — see page 40 of the

prospectus)

Record date for the open offer Close of business on 25
June 2021

EGM to approve the proposals 9:00am on 15 July 2021

Latesttime for applications under the open offer 11:00amon15 July 2021

and offer for subscription

Latesttime for applications under the initial 3:00pm on 20 July 2021

placing

Expected date of admission of the ordinary shares 8:00am on 23 July 2021

issuedinrelation to the initial issue

Placing programme opens 23 July 2021

Placing programme closes 28 June 2022

Bluefield Solar Income Fund

Readers should note that the details of the share issue, including the risk factors
that investors should take into consideration, are more fully described in the
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prospectus published by Bluefield Solar Income Fund on 29 June 2021 and we urge
readers to familiarise themselves with this before making any investmentdecision.
The approval of the prospectus by the Financial Conduct Authority should not be
understood as an endorsementby the Financial Conduct Authority of the securities
offered. If you have any doubts about the suitability of an investment you should
seek professional advice.

Performance

Since we last published, BSIF has released its end-March NAV. Over the firstthree
months of 2021, BSIF’s NAV fell from 117.12p to 113.14p.

Figure7: Drivers of change in BSIF’s NAV over the three months to 31 March 2021
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Source: BSIF, Marten & Co.

Update | 1July 2021

Compared to December 2020, the blended power price curves used by the BSIF
have increased on average by 7% over the nextfour years (reflecting a faster-than-
expected recovery in short-term power prices) buthave decreased by 6% from 2025
until 2050. Combined, these reducedthe NAV by 2.1p during the quarter, according
to BSIF.

Factoring in the UK corporation tax hike to 25%, thatis due to take effectfrom 2023,
had the biggestimpact over the quarter taking 3.1p off of the NAV, using BSIF’s
figures.

On a positive note, the acquisition of Bradenstoke (discussed in our last note),
recent power price fixes, generation in the period to 31 March 2021 and a roll
forward of portfolio working capitaland operating assumptions all added 1.2p to the
NAV on BSIF’s numbers.
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Figure 8: BSIF NAV and share price total return over five years to 30 June 2021
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Figure 9: BSIF-cumulative total return performance over periods ending 30 June 2021

3 months 6 months 1 year 3 years 5 years

(%) (%) (%) (%) (%)

BSIF NAV 1.7 (0.0) 3.6 23.1 59.8
BSIF price return (5.5) (3.7) (4.1) 20.8 66.2
Peer group median NAV 1.7 1.2 4.9 21.5 47.5
Peer group median price 0.5 (1.8) (1.3) 19.3 42.2

Source: Morningstar, Marten & Co

Peer group comparison

| There are now 18 companies in the AIC’s renewable energy sector. As we did in

You can access up-to-date our last note, forthe purposes of constructing a peergroup, we have excluded the
information on BSIF and its three funds focused on energy efficiency.
peers on the QuotedData

Historically, Foresight Solar and NextEnergy Solar have been BSIF’s closest
comparators. Due to BSIF continuing to focus the majority ofits investments in solar,
they should continue to be a good benchmark reference forthe company.

website
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Figure 10: AIC renewable energy infrastructure sector comparison table, as at 30 June 2021

Market Premium/ Yield Ongoing NAV total return performance over periods ending
cap (discount) charge 30 June 2021
6m. 1 year 3 years 5 years
(Em) (%) (%) (%) (") (%) (%) (%)
Bluefield Solar Income Fund 494 7.3 6.6 1.12 (0.0) 3.6 23.1 59.8
Aquila European Renewables 303 10.1 4.5 1.28 (0.8) 1.1 n/a n/a
Downing Renewables & Infra. 122 1.9 3.0 - n/a n/a n/a n/a
Ecofin US Renewables Infra. 91 1.9 1.6 - n/a n/a n/a n/a
Foresight Solar Fund 603 7.8 71 1.18 (0.5) 3.0 6.6 25.6
Gore Street Energy Storage Fund 314 12.3 6.2 3.48 3.6 12.8 23.3 n/a
Greencoat Renewables 748 17.5 5.2 1.22 (2.2) (1.7) 19.9 n/a
Greencoat UKWind 2,501 3.5 5.7 1.09 3.0 8.0 27.5 56.9
Gresham House Energy Storage 421 13.3 5.8 2.15 71 16.4 n/a n/a
JLEN Environmental Assets 601 8.4 6.8 1.29 (0.4) 5.3 13.3 31.9
NextEnergy Solar Ord 594 2.2 7.0 113 1.7 7.8 15.4 38.2
Octopus Renewables Infra. 366 7.4 4.8 1.31 1.4 4.4 n/a n/a
The Renewables Infra. Group 2,692 11.0 5.3 0.91 3.0 8.3 31.1 61.7
US Solar Fund 244 5.0 5.4 1.49 1.0 (7.2) n/a n/a
VH Global Sustainable Energy 242 1.9 1.0 - n/a n/a n/a n/a
BSIF rank 7114 9/14 4/14 3/11 8/12 8/12 4/8 2/6
Sector median 421 7.4 5.4 1.3 1.2 4.9 21.5 47.5
Source: Morningstar, Marten & Co
Dividend

BSIF has consistently
delivered the highestdividend
on apence per share basis

Update | 1July 2021

BSIF’s recentdividend history is shown in Figure 21, alongwith the targetfor a total
distribution of 8.0p for the year to 30 June 2021. BSIF has consistently delivered
the highestdividend on a pence per share basis.

BSIF pays quarterly dividends. For a given financial year, the firstinterim dividend
is paid in February, with the second, third and fourth interims paid in May, August
and October/November respectively (dividends are usually declared the month
before payment).

The full year dividendtargetis 8.0p for the financial year ending 30 June 2021 (2020:
7.9 pence). The manager says thatthisis expected to be covered by earnings after
debtamortisation.
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Figure 11: BSIF’s dividend history and targetfor FY21
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Premium/(discount)

Figure 12: BSIF and peer group premium/(discount) (%)
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Over the 12 months ended 30 June 2021, BSIF’'s premium ranged between 6.0%
and 20.1% and averaged 14.6%. At 30 June, the premium was towards the bottom
end of thatrange.
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BSIF is designed forinvestors
looking for a high level of
income with regular
distributions.

Further information regarding
BSIF canbe found at:

Fund profile

Stable regulated sterling income from a portfolio of large-scale UK
solar assets soon to be complemented by wind

BSIF is a Guernsey-domiciled sterling fund, with a premium main-marketlisting on
the London Stock Exchange (LSE). Since its launch on 12 July 2013, ithas focused
primarily on acquiring and managing a diversified portfolio of large-scale (utility-
scale) UK-based solar energy assets, to generate renewable energy for periods of
typically 25 years or longer. BSIF owns and operates one of the UK's largest,
diversified portfolios of solar assets, with a combined installed power capacity of
over 600MWp.

BSIF’s primary objective is to deliver to its shareholders stable, long-term sterling
income via quarterly dividends. The majority of the group's revenue streams are
regulated and non-correlated to the UK energy market.

The underlying investments are held in SPVs which, in turn, are held through
Bluefield SIF Investments Limited.

Bluefield Partners LLP — an experienced investment adviser

Bluefield Partners LLP was established in 2009 as an investment adviser to
companies and funds investing in solar-energy infrastructure. It has been BSIF’s
investmentadviser since launch.

Bluefield Partners says that its team has been involved in over £2.5bn of solar
photovoltaic funds and/or transactions in both the UK and Europe since 2008. This
includesover£1.1bninthe UK since December2011.

Previous publications

We refer readers interested in further information about BSIF and solar photovoltaic
assets to our initiation note, “Walking on sunshine”, or our annual overview note
‘On the offensive”, published on 20 April 2021.


https://quoteddata.com/research/bluefield-solar-income-fund-walking-sunshine/
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IMPORTANT INFORMATION

Marten & Co (which is authorised and regard to the specificinvestment objectives prepare the note untilone month afterthe
regulated by the Financial Conduct Authority) financial situation and needs of any specific note’s publication. Nevertheless, they may
was paid to produce this note on Bluefield person who may receive it. have an interest in any of the securities
SolarIincome Fund Limited. TreerelEE T e seee TR T e el mentioned within this note.
This note is forinformation purposes only and constrained from dealing ahead of it but, in This note has been compiled from publicly
is notintended to encouragethe readerto deal practice, and in accordance with ourinternal available information. This note is not directed
in the security or securities mentioned within it. code of good conduct, will refrain from doing atany person in any jurisdiction where (by

so for the period from which they first reason of that person’s nationality, residence

Marten & Co is not authorised to give advice to

o obtained the information necessary to or otherwise) the publication or availability of
retail clients. The research does not have

this note is prohibited.

Whilst Marten & Co uses reasonable efforts to obtain information from sources which we believe to be reliable and to ensure
that the information in this note is up to date and accurate, we make no representation orwarranty that the information containedin this note is
accurate, reliable orcomplete. The information containedin this note is provided by Marten & Co for personal use and information purposes
generally. You are solely liable forany use you may make of this information. The information is inherently subject to change without notice and may
become outdated. You, therefore, should verify any information obtained from this note before you useit.

Nothing contained in this note constitutes or should be construed to constitute investment, legal, tax or other advice.

No representation, warranty or guarantee of any kind, express orimplied is given by Marten & Co in respect of
any information contained in this note.

To the fullest extent allowed by law, Marten & Co shall not be liable for any direct or indirect losses, damages, costs or
expenses incurred or suffered by you arising out orin connection with the access to, use of orreliance on any information contained in this note. In
no circumstance shall Marten & Co and its employees have any liability for consequential or special damages.

These terms and conditions and all matters connected with them, are governed by the laws of England and

Wales and shall be subject to the exclusive jurisdiction of the English courts. If you access this note from outside the UK, you are responsible for
ensuring compliance with any local laws relating to access.

No information contained in this note shall form the basis of, orbe relied upon in connection with, any offer orcommitment whatsoeverin any
jurisdiction.

Please remember that pastperformance is notnecessarily a guide to the future and
that the value of shares and the income from them can go down as well as up. Exchange rates may also cause the value of
underlying overseas investments to go down as well as up. Marten & Co may write on companies thatuse gearing in a number
of forms thatcan increase volatility and, in some cases, to a complete loss of an investment.

QuotedData is a trading name of Marten & Co, which is authorised
and regulated by the Financial Conduct Authority.

123a Kings Road, London SW3 4PL

0203 6919430
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