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Results analysis from Kepler Trust Intelligence
SDC L  Energy Efficiency Income (SEIT) has reported its interim results to 30/09/2024, with the N AV  stable at 90.6p
(31/03/2024: 90.5p) and aggregate dividends of 3.16p compared to 3.12p for the same period last year.  SEIT made a profit
before tax of £35 million (2023 equivalent period: L oss of £89m). At the current share price, SEIT yields c. 11%. First half
dividends were covered 1.1x by cash and the board reaffirmed its dividend guidance for the year ending 31/03/2025 of
6.32p (2024: 6.24p). SEIT's por:olio valua;on was £1,103m compared to £1,117m at 31/03/2023, with the main difference
being the sale of UU Solar for £90m in May 2024.

SEIT's gearing was 35% LTV, with 11% at a fund level through the trust's revolving credit facility (RC F) and 24% at a project
level. The same figures calculated as a percentage of N AV  were 54%, split 17% at the trust level and 37% at a project level.
The average interest rate was 5.6% and the average remaining life 4.1 years. O ver 80% of debt at a project level is
amor;sing, meaning it will naturally run off over ;me. SEIT's discount at the half year end was c. 30% and is currently c. 36%.
The Morningstar Renewable Energy Infrastructure peer group average was c. 20% and is currently c. 28%. The board and
manager set out a plan to address the discount in the final results to 31/03/2024, the main points focusing on disposals,
NAV return, capital allocation and reducing short term borrowings.

Kepler View

I n the weeks  before S D C L Energy Efficiency I ncome's  (S EI T) results  announcement, the Morningstar Renewable Energy
I nfrastructure peer group in which i t s i ts  experienced s ignificant discount widening, seemingly a  result of the US elec.on
and investor worries  about the different approach the new administra.on is  expected to take to renewable energy. Share
prices  of other renewable energy companies  were s imi larly hi t. W hi le i t's  quite l ikely in our view that this  i s  a  sector-wide
over-reaction, SEIT has  some speci fic di fferences  in i ts  bus iness  model  compared to the peer group.

First, the vast majori ty of S EI T's  revenues do not rely on any form of subs idy or incen.ve, and i ts  projects  are primari ly
rooted in their commercial  a7rac.ons. Second, S EI T has  very l imited merchant exposure, with most of i ts  long-term
revenues contracted, and low direct exposure to power prices . S EI T is  real ly an equity investor in pla8orms that provide
corporate customers  with efficiency solu.ons, so i t par.cipates  not only in the contracted revenues that come from these
solu.ons, but in the growth of the pla8orms themselves. Third, S EI T's  project-level  debt is  mostly amor.sing and so is
repaid over a  period of .me, with many of i ts  assets  and investments  extending wel l  beyond the l i fe of the debt, giving the
trust different op.ons in the future to enhance earnings. The team also point out one of the first moves  made by the new US
administra.on was the forma.on of a  new Department of Government Efficiency, so 'efficiency' appears  to be a pos i.ve
theme in the US, which SDCL counts  as  i ts  s ingle largest country exposure at 67%.

W ithout ge=ng into the flamboyant rhetoric, i t i s  fa i r to say that the incoming US administra.on has  an agenda much less
focused on 'energy trans i.on' and whatever the prac.cal  real i.es  that unfold over the next few years , this  i s  a  nega.ve for
investor sentiment right now. We think SEIT's  bus iness  model , whi le a l igned with energy trans ition, i s  relevant to customers
with concerns  about energy securi ty, ei ther more local ly due to extreme weather events , or more widely due to geopol i.cal
instabi l i ty, as  wel l  as  more straigh8orwardly s imply helping customers  to reduce costs . Thus, in our view, S EI T's  bus iness
model  doesn't real ly a l ign with the main nega.ves  of investor sen.ment, and as  the board's  plan to address  the discount
unfolds , the current discount could prove to be a s igni ficant opportunity.
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Important information

This report has been issued by Kepler Partners LLP.  The analyst who has prepared this report is aware that
Kepler Partners LLP has a relationship with the company covered in this report and/or a conflict of interest
which may impair the objectivity of the research.

Past performance is not a reliable indicator of future results. The value of investments can fall as well as
rise and you may get back less than you invested when you decide to sell your investments. It is strongly
recommended that if you are a private investor independent financial advice should be taken before
making any investment or financial decision.

Kepler Partners is not authorised to make recommendations to retail clients. This report has been issued by Kepler
Partners LLP, is based on factual information only, is solely for information purposes only and any views contained in
it must not be construed as investment or tax advice or a recommendation to buy, sell or take any action in relation
to any investment.

The information provided on this website is not intended for distribution to, or use by, any person or entity in any
jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject
Kepler Partners LLP to any registration requirement within such jurisdiction or country. In particular, this website is
exclusively for non-US Persons. Persons who access this information are required to inform themselves and to
comply with any such restrictions.

The information contained in this website is not intended to constitute, and should not be construed as, investment
advice. No representation or warranty, express or implied, is given by any person as to the accuracy or completeness
of the information and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information,
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of the information and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information,
for any errors, omissions or misstatements, negligent or otherwise. Any views and opinions, whilst given in good faith,
are subject to change without notice.

This is not an official confirmation of terms and is not a recommendation, offer or solicitation to buy or sell or take any
action in relation to any investment mentioned herein. Any prices or quotations contained herein are indicative only.  

Kepler Partners LLP (including its partners, employees and representatives) or a connected person may have
positions in or options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such
securities from time to time, but will at all times be subject to restrictions imposed by the firm's internal rules. A copy
of the firm's Conflict of Interest policy is available on request.

PLEASE SEE ALSO OUR TERMS AND CONDITIONS

Kepler Partners LLP is authorised and regulated by the Financial Conduct Authority (FRN 480590), registered in
England and Wales at 70 Conduit Street, London W1S 2GF with registered number OC334771.
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